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CSSB 256(TRA) Fiscal Noic Analysis
(

As stated in the purpose of the bill, the increased tax on aviation gasoline would result in an amount 
substantially comparable to the amount that would be derived from the rcimposition of landing fees at rarai 
state-operated airports. The Department of Revenue fiscal note for this bill estm. 'tes revenue of 
$1,705,300 (after municipal revenue sharing is deducted).

Landing fees were halted in FY93 and the Department of Transportation and Public Facilities had included 
a request in the FY95 Governor's budget to decrease program receipts authorization for collection fiom 
landing fees and increase general funds to offset this amount ($1,550,000). The FY95 operating budget 
as passed by the Senate deleted this $1,550,000 in general funds from the contracma. line of the liighways 
and aviation maintenance budget. Passing CSSB 256(TRA) would allow that funding to be reinstated to 
the department’s budget to provide for adequate maintenance and operations at the rural airports.
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May 3, 1994

Representative Ron Larson, Co-Chair 
House Finance Committee

Representative Eileen Maclean, Co-Chair 
House Finance Committee

Senator Bert Sharp,

Request for hearing -- CS for SB 256

I am requesting that CS for Senate Bill 256, "An Act relating to the tax 
on transfers and consumption of aviation fuel; and providing for an 
effective date," be heard before the House Finance Committee at your 
earliest convenience.

\
This bill was introduced by the Senate Transportation Committee at 
the request of the Department of Transportation and Public Facilities 
in response to legislative intent language in the FY 94 budget which 
discouraged the imposition of landing fees at rural airports. The $.007 
of an increase in the aviation fuel tax is an attempt to recover the 
revenue lost from this source. Language in the Senate Transportation 
Committee Substitute ties the increase in the fuel tax to the absence of 
rural airport landing fees. Therefore, if the administration decides to 
reinstate landing fees, the increase in the aviation fuel tax would be 
nullified.
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Department of Transportation 
and Public Facilities

POSITION 
PAPER

BILL NO: SB 256 APPROVED:

TITLE: Increase A viation Fuel Tax DATE: January 24,1994

The Department of Transportation and Public FaciFties supports the increase in the 
aviation fuel tax by $0,007 (0.7 cents) per gallon.

This level of increase will offset the loss in state revenue resulting from not reinstating 
aircraft landing fees at rural airports operated by the state.

Last session, air carriers were contacted and asked if they would prefer reinstatement of 
the landing fees or collection of an equivalent amount of revenue through another 
means. While no firm commitment was made, the general feeling expressed was that 
an increase in the t.viation fuel tax to collect an equivalent amount of ievenue would be 
preferable.

The increased tax will be collected by the Department of Revenue in conjunction with the 
current tax level.

n so n  a t 465-3904.

POSITION PAPER



WALTER J. HICKEL. GOVERN OF
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(907) 586-3365 
(907) 465-3652

December 1?. 1993

Senator Bert M. Sharp
119 N. Cushman Street, Suite 201
Fairbanks, AK 99701-2879

Representative Richard Foster
P.O. Box 1630
Nome, AK 99762-1630

Dear Senator Sharp and Representative Foster:

Enclosed are three prcoosed pieces of legislation which I would appreciate 
being introduced through the Transportation Committees in the next 
session: —— — —

X ^ \S  43.40.010

The increase in aviation iuel tax in the amount of $.007/gallon is the 
result of the Legislative r ;quest to not assess landing fees on rural 
airports.

See the Legislative intent language contained in the DOT&PF-FY'94
Q f l^ r a t in g  h n r io jp f  • --------------------- :----- ------_i

AS 38.05.030

This amendment simply makes airport property disposal consistent 
with highway property disposal. This is a housekeeping measure 
which should have been handled, when DOT&PF was created -- it 
wasn’t.

All property and right-of-ways are handled in one DOT&PF section and 
this housekeeping measure makes the operations consistent.

AS 19.05.040

This minor addition to the statutes allows DOT&PF to enter property 
to determine if hazardous substances exist. This change is needed 
because DOT&PF has purchased property for right-of-way purposes 
only to find out that it is contaminated and the cost of cleanup 
exceeded the cost of moving the facility to avoid the contaminated 
area had that fact been known.

LETTER TO COMMITTEE



nt: Interior District - Highways and Aviation

•itcrior District Maintenance and Operations

COMPONENT DETAIL - OPERATING BUOGET

Agency: Department of Transportation/Public Facititii

lions - Line Items lype  f ot_a I Pers Svc  I ravel Contract Suppl ies Equip Land/Bid Grant Hisc  PrT PP1  Tmp

• > i < > < i i a • changes from FY94 Gov Amd to Conference C inittee » • » » « » * * * •

npoit electric contrct Dec -20.0 0.0 0.0 -20.0 0.0 0.0 0.0 0.0 0.0 0 0 0

live Intent: It is the intent of the legislature that Department of Transporation and Public Facilities should continue to provide adequate winter

>nce of the Denali Highway between Cantwell and the Valdet Creek Hine access road, with at least 50 percent of the expected service to be paid by industry or 

contributions.

l«-t i ve Intent: It is the intent of the legislature that the Department of Transportation and Public Facilities not reinstate the landing fees at the rural

• a t r por fa and that the department submit for legislative consideration a supplemental appropriation next session to fund the resulting shortfall in program receipts.

(ration to the Department of Transportation and Public Facilities for Highways and Aviation shall lapse into the general fund onAugusTiTT™^^^"

» » » * » * « » * «  changes from FY94 Gov Amd to Senate * * » • » * * » » *

ited reduction Dec -39.1 -39.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 0 0

nport electric contrct Dec -20.0 0.0 0.0 -20.0 0.0 0.0 0.0 0.0 0.0 0 0 0

Iriiuns PTI to PP! Dec -31.3 -31.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -1 1 0

lions - Funding Sources Type Total T002 1004 1005 1002 1061

* » « * * * • • » •  Changes from FY94 Gov Amd to Conference Conmitte' 

irport electric contrct Dec -20.0 -20.0

>tcd reduction Dec

irport electric contrct Dec 

11 inms PfI to PPI Dec

-39.1

- 20.0
-31.3

* * Changes from FY94 Gov Amd to Senate 

-39.1 

- 20.0 
-31.3

Legislative Finance Division 7/16/93 10:’
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G reater F a irbanks Chamber of C om m erce

/y9 SJCO'.C Avpri.fi ' ■ iVi

■ *-airtj«ink$, Alaska 'ijtVOl 1 AX (;J0 ••'}*'f#lvtiOSr.

RESOLUTION 94-0502-1

A RESOLUTION BY THE GREATER FAIRBANKS CHAMBER OF COMMERCE 
SUPPORTING SENATE BILL 256, REGARDING TAX ON AVIATION FUEL TO

SUPPORT RURAL AIRPORTS

WHEREAS, rural airports are a vital part of Alaska's highway system providing the 
only transportation quarter for many communities throughout Alaska, and

WHEREAS, rural airports in Alaska constitute an important feeder system to major 
carriers, and

WHEREAS, legislation to support rural airport maintenance with landing fees was 
opposed by large and small air carriers alike and was not reinstated, and

WHEREAS, the Alaska Air Carriers Association supports Senate Bill 256 as a means 
of providing for maintenance of rural airports, and

WHEREAS, the Alaska Department of Revenue Income and Excise Audit Division, 
Operations Annual Report, Table 5 concerning Statistic Motor Fuel Tax states that in Fiscal 
year ending June 30, 1993, 744,157,849 gallons of jet fuel was sold. Of that, 387,915,859 
gallons were tax exempt for government and foreign flight sales. In addition, there were full 
tax refund claims on 127, 805, 650 gallons used for heating fuel and foreign flight sales.
Thus, the total taxable gallons amounted only to 228,436,340 gallons; less than 1/3 of the fuel 
actually sold is taxed, and

WHEREAS, the Greater Fairbanks Chamber of Commerce Transportation Committee 
understands the importance of rural airports to economic development in the State of Alaska 
and has been a long time supporter of maintaining our rural airports, and

WHEREAS, the Greater Fairbanks Chamber of Commerce Transportation Committee 
has duly considered the potential benefits and hardships to petroleum refiners in Alaska and 
the hardships and benefits to Alaska's economic future that the tax or lack of tax may bring.

NOW, THEREFORE, BE IT RESOLVED that the Greater Fairbanks Chamber of 
Commerce hereby supports the Senate Bill 256, providing the tax is used as intended in 
support of rural airport maintenance programs.

Dated this 2nd Day of May, 1994.

Kei .1 D. Burke 
Chairman of the Board



.ALASKA A If? CARRIERS ASSOCIATION
1117 E. 35th Avenue, Suite 102 
Anchorage. Alaska 99508 
(907)277-0071 Fax (907) 277-0072

April 18, 1994

Honorable Bert Sharp 
A laska Senate 
State Capitol
Juneau, A laska 99801-1182 

Re: SB 256 Aviation Fuel Tax

Dear Senator Sharp,

The proposed Senate operating budget contains a reduction in 
DOT/PF operations and m aintenance for m ost of the state airports.
In part, the reduction results from  a failure to replace $1.5 million 
which was expected to be collected from rural landing fees, but is not 
available because the landing fees were voided by the Courts in 
1993. If the proposed budget cut goes into effect, either airport 
operations and m aintenance will be reduced to a level which 
adversely effects both com m ercial and private aviation, or the 
departm ent will try to reim pose landing fees. N either is an 
acceptable a lternative to the Alaska Air C arriers A ssociation.

There are two ways to avoid these problems. One is to increase 
DOT/PF's funding by at least $1.5 m illion to more adequately fund 
airport operations. We recognize that due to the projected budget 
shortfall, this is not an easy solution. Therefore, we have agreed 
with the A dm inistration to support a sm all increase in the aviation 
fuel tax (7/10ths of one cent), to generate new revenue to replace 
the money previously expected from landing fees. Passage of SB 256 
is necessary to increase the fuel tax.
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Senator Bert Sharp 
April 18, 1994 
page two

In our discussions w ith Senators in support of SB 256, if necessary to 
fund airports, we have encountered a general resistance to tax 
increases this session. AACA generally agrees with this position, but 
in this case, failure to  either fund the airport budget or to pass SB 
256, will m ost likely result in the reim position of landing fees: a tax
which is expensive to collect and difficult to allocate fairly among air 
c a rr ie rs .

Time is getting short to solve this dilemma. We strongly urge you to 
take quick action on either of the two solutions which will prevent a 
significant im pedim ent to statew ide aviation.

Richara E. Harding 
P re s id e n t



ALASKA AIR CARRIERS ASSOCIATION 
1994 Board of Directors

•Richard Harding, President 
PENINSULA AIRWAYS 
4851 Aircraft Drive 
Anchorage, AK 99502 
243-2485 Fax 243-6848

•Butch Hallford. V ice President (SC) 
NORTHERN AIR CARGO 
3900 W. International Airport Rd. 
Anchorage, AK 99502 
243-3545 Fax 249-5193

•John Hajdukovlch, Sec/Treas (A t 
FRONTIER FLYING SERVICE 
3820 University Avenue 
Fairbanks, AK 99701 
474-0014 P .:x 474-0774

•Grant Thompson (Northern)
CAPE SMYTHE AIR SERVICE 
P.O. Box 549 
Barrow, AK 99723 
852-8333 Fax 852-8332

Jack Birmingham (H elicopter)
ERA AVIATION 
6260 S. Airpark Drive 
Anchorage, AK 99502 
266-8325 Fax 266-8383

Dave Jensen (Pt 121)
REEVE ALEUTIAN AIRWAYS 
4700 W. Inf I Airport Road 
Anchorage, AK 99502 
249-2251 Fax 249-2317

Bill Ward (401)
MARKAIR 
P.O. Box 196769 
Anchorage, AK 99519-6769 
266-3600 Fax 266-3610

Larry Chenaille (Pt 135)
LARRY'S FLYING SERVICE 
P.O. Box 2348 
Fairbanks. AK 99707 
474-9169 Fax 474-8815

Bob Jacobsen (A t Large)
WINGS OF ALASKA 
1873 Shell Simmons Drive 
Juneau, AK 99801 
789-0790 Fax 789-2021

Don King (W estern)
YUTE AIR ALASKA 
P.O. Box 190169 
Anchorage-, AK 99519-0169 
243-1011 Fax 243-2811

Jerry Scudero (Southeast)
TAQUAN AIR SERVICE 
1007 Waters Street 
Ketchikan, AK 99901 
225-8800 Fax 2250522

Randall Crosby (C o rpo ra te ) 
NORTH SLOPE SEARCH & RESCUE 
P.O. Box 69 
Barrow, AK 99723 
852-2822 Fax 852-2826

Gayle Charlesworth (Assoc.) 
LONDON AVIATION UNDERWRITERS 
200 First West, Suite 400 
Seattle, WA 98119 
(206) 2855401 Fax (206)284-9808

Tony Cestnik (Associate)
AERO TWIN 
2404 Merrill Field Drive 
Anchorage, AK 99501 
274-6166 Fax 274-4285

Ken Acton (Pt. 135)
RYAN AIR SERVICE. INC.
1205 E. Int i A irport Road. Suite 201 
Anchorage, AK 99518 
562-2227 Fax 563-8177

*Klm Daniels, Executive D irector 
ALASKA AIR CARRIERS ASSOCIATION 
1117E. 35th Avenue, Suite 102 
Anchorage, A '< 99508 
277-0071 Fax 2 77-0072

Large)

'Denotes Executive Committee



ALASKA AIP CARRIERS ASSOCIATION 
ACTIV MEMBERS -4 /1 8 /9 4

AIR EXCURSIONS 
ALASKA AIR ADVENTURES 
ALASKA AIRLINES 
ALASKA CARGO SERVICE 
ALASKA ISLAND AIR 
ALASKA WILDERNESS AIR 
ALPINE AVIATION 
ARCTIC CIRCLE AIR 
BARROW AIR 
BIGHORN AIRWAYS 
BRISTOL BAY SPORT FISHING 
CPA AIR SERVICE 
CLEARWATER AIR 
DOUG GEET1NG AVIATION 
ERA AVIATION 
FISKEHAUK AERO SERVICES 
FRESH WATER ADVENTURES 
GRANT AVIATION 
HIGH ADVENTURE AIR CHARTER 
JAPAN AIRLINES 
KACHEMAK AIR SERVICE 
KETCHIKAN AIR SERVICE 
KUSKO AVIATION 
LAKE CLARK AIR 
MARKAIR/MARKAIR EXPRESS 
NELSON'S AIR SERVICE 
NORTH STAR AIR CARGO 
OLSON AIR SERVICE 
PRO MECH AIR 
RAM AVIATION 
RIEMERS AIR 
SAWMILL CREEK AIR 
SECURITY AVIATION 
SKAGWAY AIR SERVICE 
SPERNAK AIRWAYS 
TALKEETNA AIR TAXI 
TANANA AIR SERVICE 
TEMSCO HELICOPTERS 
TRANS-PORTER AlASKA 
ULTIMA THULE OUTFITTERS 
VZ AIR
WHITE'S AIR SERVICE 
WINGS OF ALASKA 
WRIGHT AIR SERVICE 
YUTANA AIRUNES

AIR MADURA 
ALASKA AIR TAXI 
AK AVIATION TOXICOLOGY 
ALASKA FLYERS 
AK SEAPLANE OPERATION 
ALASKAN AIRVENTURES 
AMBLER AIR SERVICE 
BAKER AVIATION 
BEAR AIR 
BRAN AIR 
BURLESON AIR 
OAMAI AIR
COMMANDER N.W. LTD.
EGLI AIR HAUL
EVERGREEN HEUOPTERS OF AK 
40-MILE AIR 
FRONTIER FLYING 
GULF AVIATION 
HOMER AIR 
J.I.M. AIR 
KATMAI AIR 
KETCHUM AIR SERVICE 
LAHAIE ALASKA AIR 
LARRY'S FLYING SERVICE 
METERVIK AIR TOGIAK 
NORDIC AIR
NORTHERN AIR CARGO 
PENINSULA AIRWAYS 
PYXIS LTD.
REDISKE AIR 
RUST'S FLYING SERVICE 
SCENIC MOUNTAIN AIR 
SHEENJEK RIVER AIR 
SOLOY HELICOPTERS 
STEARNS AIR ALASKA 
TALON AIR SERVICE 
'AQUAN AIR SERVICE 
THUNDERBIRD AIR 
TUCKER AVIATION 
UMIAT ENTERPRISES 
WARBELOW'S AIR VENTURES 
WILDERNESS AIR 
W RANGELL MOUNTAIN AIR 
YUKON AIR SERVICE 
YUTE AIR ALASKA

AIR SERVICES ALASKA 
/ ASKA AIR TOURS 
ALASKA BUSH CARRIER 
ALASKA HELICOPTERS 
ALASKA WEST AIR 
ALCAN AIR 
ARCO AVIATION 
BALD MOUNTAIN AVIATION 
BERING AIR
BRANCH RIVER AIR SERVICE 
C/AIR
CAPE SMYTHE AIR 
CRAIG AIR 
ELUS AIR TAXI 
F.S. AIR SERVICE 
4 W AIR
GOLDEN PLOVER 
HAGELAND AVIATION SERVICE 
ILIAMNA AIR TAXI 
K.O. AIR
KENAI LAKE AIR SERVICE 
KODIAK AIR SERVICE 
LAKE & PENINSULA AIRLINES 
LOKEN AVIATION 
NATRON AIR
N SLOPE BOROUGH SEARCH/RESC. 
NORTHWESTERN AVIATION 
PEPPERWOOD INC.
RAM AIR
REEVE ALEUTIAN AIR
RYAN AIR SERVICE
SEA HAWK
SIX MILE AIR SERVICE
SOUTHCENTRAL AIR
SU IRISE AVIATION
TA. 'ARACK AIR
TATONDUK FLYING SERVICE
TRAIL RIDGE AIR
TUNDRA AIR
UYAK AIR SERVICE
WARD AIR
W INGS
WREN AIR
YUKON HELICOPTERS



M ty2 , 1994
The Honorable Bart Sharp 
Alaska Stata Sanato 
State Capital (MS 3100)
Juneau, Alaska 99801-1182

SUbjefiL SB-2S6

Dear Senator Sharp:

The DOT/PF wishes to maintain rural airports at a level that will not reduce the air 
carriers ability to serve those airports. The DOT/PF's rural airport operation and 
maintenance budget has been reduced this year and unless that budget shortfall Is 
replaced in some manner, it will result In reduced service levels at Alaska’s rural 
airports.

The airports are the only transportation link between rural communities and the rest of 
the world. It would not be In anyone's best Interest, especially that of rural Alaskan's, 
to have the operational capability of rural airports reduced. No one, Including the 
DOT/PF, wants the rural alrport9 availability for operation to be compromised. For that 
reason DOT/PF has stated that if the fuel tax Increase falls, they will then relmpose 
landing fees at rural airports.

When rural airport landing fees were In effect they proved to be unfair and Inefficient. 
The fee? applied to only 10-12 Alaskan carriers and the cost of administering the 
program end collecting the fees used up most of the revenue taken in. in the case of 
fuel tax however, the increase In the cost of collection and administration would be 
zero since the only thing to change would be the size of the checks. The fuel tax 
would also be the most fair since It would apply to all users proportionally from the 
weekend pilot and one person air taxi operators to the large Alaskan carriers such a9 
Markalr and Northern Air Cargo and to the largest International carriers.

Those opposed to this tax Increase believe that allowing the fuel tax Increase to 
become law will force them to resort to using foreign source bonded fuel. Such a 
move wou ld not forgive them their obligation to pay applicable state and local taxes.
In the event that they act able to avola state aviation fuel taxes by the use of foreign 
source fuel, then they will do so whether the tax increase Is passed or not.

The Alaskan air carriers are willing to step up and chip In our fair share towards 
keeping rural airports operational. Please allow us to do so In the fairest, least painful 
and most efficient manner possible. I urge your support of SB-256 and ask that you 
urge your colleagues to do so also.

Sincerely,

Robert J. Hallford 
Vice President,
Northern Air Cargo.







SENATE FINANCE COMMITTEE R ^ O R T

DATE: 3/14/94 FURTHER: 

DATE TURNED INTO OFFICE:

The Finance Committee considered SENATE BILL NO. 256 

"An Act increasing the tax on transfers and consumption of aviation fuel."

arid recommends:

( ] replace' with CS

or [ v f adopt previous CS S 6

[ ] same title 
.(FINANCE) [ ^ n e w  title

Jtr r l L *  )
[ ] attaches amendment(s)

[ ] technical 
title change 
(HB only)

[ ] adopts Letter of Intent

[ ] further referral to the

( ] do pass

[ ] do not pass

[ j no recommendation

individual recommendations(vfmc
NEW FISCAL NOTES

(Department Date Zero Fiscal
PREVIOUS FISCAL NOTES

Data Zero f-lscal

[ ] Appropriation No Fiscal Note

DO P A S S _ £USS^ ------ OTHER RECOMMENDATIONS:

Co-Chair: Signature/Recommendation , , ,■! i-V;jLi4»«£ri.*4r*Xfe»-v̂‘J-1 -vV.- - - .-.-I'. lature/Becom'mendatiop
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lTE O F ALASK/k ^ * '3-STATE 
1994 LEGISLATIVE SESSION

N<>- r3,
Rill Version: c s s f e . a s k f r e a )  

(S) Publish Dale: 4 * 2 3 - 3 4

FISCAL NOTE
Revision Date: 1/28/94 Department Affected:
Tide: An act relating to the tax on transfers and BRU:

consumption of aviation fuel 
Sponsor Senate Transportation Committee Component:
Requestor Senate Transportation Component Serial Number:

DOT&PF 
Statewide M&O

Highways & Aviation 
1988

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 1.550.0 1,550.0 1.550.0 1,550.0 1*550.0 1.550.0
SUPPLIES 0 0 0 0 * 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPEI ATING: 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0

1 CAPITAL 0 0 0 i- o 0 0

I REVENUE FUND SOURCE l O l O l O l Q l O l o l

FUNDING: (Thousands of Dollars!
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: SQ

ANALYSIS: (A ttach a separate page if necessary)
The FY9S Governor's budget directly used these revenues. The Senate version deleted this direct funding, 
necessitating the fiscal note to increase maintenance and operations funding if the revenue from the tax increase is to 
be used.

Phone: 465-3911

Date: 4/27/94

Phone: 465-3901

Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution Information call tha Governor's Legislative Office

Prepared by: Ron B. Lind 

Division: Administrative Services

Approved by Commissioner   :_____________
fy / B.A.Campbell \

Agency: Department of Transportation and'Public Facilities

Page I of 2



CSSB 256(TRA! Fiscal Note Analysis

\

As stated in the purpose of the bill, the increased tax on aviation gasoline would result in an amount 
substantially comparable to the amount Jiat would be derived from the rcimposition of landing fees at rural 
state-operated airports. The Department of Revenue fiscal note for this bill estimates revenue of 
$1,705,300 (after municipal revenue sharing is deducted).

Landing fees were halted in FY93 and the Department of Transportation and Public Facilities had included 
a request in the FY95 Governor’s budget to decrease program receipts authorization for collection fiom 
landing fees and increase general funds to offset this amount ($1,550,000). The FY95 operating budget 
as passed by the Senate deleted this $1,550,000 in general funds from the contractual line of the highways 
and aviation maintenance budget. Passing CSSB 256(TRA) would allow that funding to be reinstated to 
the department's budget to provide for adequate maintenance and operations at the rural airports.

Page 2 of 2



STATE OF ALASKA
1994 LEGISLATIVE SESSION
Revision Date:

Tide: Increase aviation luel tax

Sponsor:

Requestor:

Senate Transportation

Senate Transportation

Expenditures/Revenues:

FISCAL NOTE
BILL N

Dept. Affected: 

’ BRU: 

Component:

No. ( __

Bill Version: S& 35%
(S) Publish Date: /  —̂ 2 " c)  *-/'

Revenue

Revenue Operations/Shared Taxes 

Income and Excise Audit/Aviation Fuel

COMPONENT SERIAL NO.

(Thousands of Dollars)

113/104

OPERATING FY95 FY96 FY97 FY98 FY32 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

20.4 20.4 20.4 20.4 20.4 20.4

TOTAL OPERATING 20.4 20.4 20.4 20.4 20.4 20.4

CAPITAL

REVENUE FUND SOURCE: General 1,725.7 1.725.7 1,725.7 1.725.7 1,725.7 1.725.7

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF 30.4 20.4 20.4 20.4 20.4 20.4
1005 GF/Proqram Roceicts
1006 GF/MHTIA
Other
TOTAL 20.4 20.4 20.4 20.4 20.4 20.4

POSITIONS:

FULL-TIME
PART-TIME
TEMPOPARY

Estimate of current year (FY94) impact: S 0

ANALYSIS: (Attach a separate page if necessary.)

(See Attached)

Larry E. MeyersPrepared by:

Division:

Approved by Commissioner: Darrel J. Rexwin

Agency: Department o( Revenue

Changes in C  5 5/? 2  f t ,  {-/ft. A )  
reflect NO FISCAL CHANGE Irom the original 
fiscal note. This fiscal note is appropriate. 
l/ a /? r_______
f t  W  r AiHo limhnU

Phone: 465-2320

Date: January 20. 1994 
I»/

Date: January pgT 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution Information call the Governor's Legislative Office

( R t v  1 1/93) 94 lisc£l.nl«rt« l Page 1 of 2

FISCAL NOTE



SB 256
Increase aviation fuel tax 
Page 2 of 2

This bill increases motor fuel tax rates on aviation fuel by .70 per gallon as follows.

i ■ . : '
i• . * .

Current 
Tax Rate

Draft Bill 
Tax Rate

%
Increase

Aviation Gasoline 40 per gallon 4.70 per gallon 17.5%

Aviation (Jet) Fuel 2.50 p *r gallon 3.2c per gallon 28.0%

In determining the amount of additional revenues generated from this bill, the Department of 
Revenue used aviation fuel consumption data available from FY 93. The amounts below do 
not reflect impacts on consumption, if any, due to increased tax rates and ether factors.

Under AS 43.40.010(e), 60% of aviation gasoline tax revenues derived from fuel sales at 
municipally owned airports are shared with those municipalities. The Department shared 
$116,800 of aviation gasoline tax revenues to municipalities in FY 93. Under this bill, that 
amount will increase by 17.5% (% increase identified above) or $20,400.

The additional revenue generated from this bill is estimated to be S1,705,300 calculated as 
follows.

■ . ‘ :-.,V • •' - . ..
:

FY93
Consumption

FY 93 
Revenue

Draft Bill 
Revenue

Additional
Revenue

Aviation Gasoline 18,076,200 gallons $ 723,000 $ 849,600 $ 126,600

Aviation (Jet) Fuel 228,436,300 gallons 5,710,900 7,310,000 1,599,100

Total 246,512,500 gallons 6,433,900 8,159,600 • 1,725,700

Amount Shared .
.

. ■

(116,800) (137,200) (20,400)

Total $6,317,100 $8,022,400 $1,705,300

lpb:SB256fis.att



April 27, 1994

Billy -

Attached are two copies of a DOPTF fiscal note that was requested 
of the department by Cam Toohey. He said it reflects intended use 
of the increased fuel tax, and it has been sent to rules for 
inclusion within floor packets for CSSB 256 (TRA)— the version of 
the bill Senate Finance reported out. Cam said he cleared the note 
through Senator Frank's office to cover budgetary concerns. We 
have collected the note for the new legislat .on section of the 
budget. Wanted to be certain both you and Senator Pearce are aware 
of this and have copies for your files.

Kathy
2618
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S T A T E  o f  a l a : t<a
1994 LEGISLATIVE SESSION

Bill Version: OTZaSfc) Q Q o  t V Z A '̂ 

(S) Publish Date:

FISCAL NOTE
Department Affected: 

BRU:
Revision Date: 1/28/94
Title: An act relating to the tax on transfers and

consumption of aviation fuel 
Sponsor Senate Transportation Committee Component:
Requestor Senate Transportation Component Serial Number:

EXPENDITURES/REVENUES: (Thousands of Dollars)

DOT&PF 
Statewide M&O

Highways & Aviation 
1988

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0 1.550.0

CAPITAL 9 0 0 0 0 0

1 REVENUE FUND SOURCE 0 0 0 0 0 0

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF ».550.0 1.550.0 1.550.0 1,550.0 1.550.0 1.550.0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 1.550.0 1-550.0 1.550.0 1.550.0 1.550.0 1.550.0

FULL-TIME 0 0 0 0 0 0
part-time 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: £Q_

ANALYSIS: (A ttad i a  separate page if necessary)
The FY9S Governor's budget rlirectiy used these revenues. The Senate version deleted this direct funding, 
necessitating the fiscal note to increase maintenance and operations funding if the revenue from the tax increase is to 
be used j

Prepared by: Ron B. Lind l\ f Phone* 4AS-1911
1
/ A I^fe*

Approved by C om m issioner' i l l - '  ‘J  ‘
J t

7 y j Phone* atW.'WOI
y (_y/BA. Campbell 

Agency: Department of Transportation and/Public Facili ties Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution Information call ttia Governor's Lagislatlva Offlca
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CSSB 256fTRA) Fiscal Note Analysis

As stated in the purpose of the bill, the increased tax on aviadon gasoline would result in an. amount 
substandaily comparable to the amount that would be derived from ibe irimposiiion of landing fees at rural 
staie-operared airports. The Department of Revenue fiscal note for this bill estimates revenue of 
$1,705,300 (after municipal revenue sharing is deducted).

Landing fees were halted ii i FY93 and the Department of Transportation and Public Facilities had included 
a r quest in the FY95 Governor's budget to decrease program receipts authorization for collection from 
landing fees and increase general funds to offset tins amount ($1,550,000). The FY95 opera ing budget 
as passed by the Senate deleted this $1,550,000 i& general funds from the contractual line of die highways 
and aviadon maintenance budget. Passing CSSB 256(TRA) would allow that funding to be n  instated to 
the department's budget to provide for adequate maintenance and operations at the rural airpors.

Page 2 of 2



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA ^
1007) 465-3867 or 465-2450
F.'iX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M  March 29, 1994

SUBJECT:

TO:

FROM:

I have from your office a copy of the March 28 letter of Delta Air Lines in which the 
company objects to the proposed increase in the aviation fuel tax. The company’s 
objection is grounded on its apparent understanding that the money is to pass into 
the state general fund in violation of "federal statutes that expressly prohibit the use 
of airport generated funds for non-aviation purposes." It extends the objection by 
asserting that "this tax,' then, jeopardizes airport funding of federal Airport 
Improvement Program grants."

You have asked for my comments.

In one sentence, I think the company’s criticism is wide of the mark.

First, while our state constitution requires that, with very few exceptions, state 
revenue may not be dedicated and requires that tax revenues be deposited into the 
general fund, upon deposit, under AS 43.40.010(e)--part of current law and not 
proposed to be changed by CSSB 256 (TRA)-the tax revenue collected on aviation 
fuel is to be credited to a specific account within the general fund:

(e) Sixty per cent of the proceeds of the revenue from the taxes 
on aviation fuel, excluding the amount determined to have been spent 
by the state in its collection, shall be refunded to a municipality owning 
and operating or leasing and operating an airport in the proportion 
that the revenue was collected at the municipal airport. All other 
proceeds of the taxes on aviation fuel shall be paid into a special

Criticism of CSSB 256 (Transportation) (Work Order No. 8LS-
1509\J)

Senator Bert Sharp, Chair 
Senate Transportation Comr ssion



Senator Bert Sharp, Chair 
March 29, 1994 
Page 2

aviation fuel tax account in the state general fund. The legislature may 
appropriate funds from this account for aviation facilities.

While the legislature is free to use the balance of the special aviation fuel tax account 
as it may decide, at least nominally the revenue from the special aviation fuel tax is 
to be put back into aviation-related matters.

Second, taxes on sales of aviation fuel consumed or used in aircraft do not appear 
to be covered by an express prohibition against the use of airport generated funds for 
non-aviation purposes. 49 U.S.C. Appx. 1513 addresses state taxation of air 
commerce. Subsection (a) of the statute bars taxes, however denominated, "on 
persons traveling in air commerce or on the carriage of persons traveling in air 
commerce or on the sale of air transportation or "»n the gross receipts derived 
therefrom." Subsection (b) permits state collection of c.her taxes, including "property 
taxe^ net income taxes, franchise taxes, and sales or use taxes on the sale of goods 
or services." The aviation fuel tax is, in form, a variant of a sales or use tax and 
would seem to be explicitly permitted by the federal statute cited.

Third, the company’s reference to an express prohibition against the use of airport 
generated funds for non-aviation purposes, combined with the assertion that the tax 
jeopardizes airport funding of federal Airport Improvement Program grants, led me 
to look at 49 U.S.C. Appx 1513(e), permitting imposition of an emplacement fee on 
departing passengers for financing eligible airport-related projects and at 49 U.S.C. 
2201 et seq., the Airport and Airway Improvement Act of 1982 as amended. I did- 
not read in the provisions cited anything that speaks to a requirement that revenue 
derived from the taxes on sales of fuel must be limited to airport-related matters.

My conclusion would seem to find support in the March 29, 1991, Opinion of the 
Attorney General responding to an inquiry as to whether or not the state could 
extend its motor fuel tax to aviation fuel sold for use in international flights.

If the company provides a more specific basis for its objection and you should so 
request, I will give further consideration to your question in light of the additional 
information received.

JBC:gc
94-227.glc

Enclosure



MEMORANDUM State of Alaska
D epartm ent okLaw

March 29, 1991

561-91-0443

269-5163

Fuel tax on aviation 
fuel or international, 
flig 3

You have asked whether the State of Alaska could extend 
its motor fuel tax to aviation fuel sold within the state for use 
in international flights.

AS 43.40.010 now imposes a tax on motor fuel sold within 
the state of Alaska. For aviation fuel, the tax is four cents a 
gallon for gasoline and two and one-half cents a gallon for 
aviation fuel other than gasoline. AS 43.40.010(a) (1) and (3). ay 
definition, however, "motor fuel" does- not include "fuel sold for. 
use in jet propulsion aircraft operating in flights to foreign 
countries." AS 43 .40.lu ) (2)(B). In a regulation implementing the 
motor fuel tax, a list of exemptions to the tax includes "fuel sold 
to, transferred to, or used on jet propulsion aircraft operating 
flights from the state to a foreign country, except flights to a 
foreign country with intermediate stops within the United States." 
15 AAC 40.20(c)(13).

The legality of a state tax on aviation fuel' for use in 
international flights was considered by the United States Supreme 
Court in the case of Wardair Canada. Inc., v. Florida Dept, of 
Revenue, 477 U.S. 1, 106 S. Ct. 2369, 91 L. Ed. 2d 1 (1936). There 
the court upheld Florida's tax on all aviation fuel sold in the 
state, including fuel used on international flights. The court 
rejected Wardair's arguments:

—  that the Commerce Clause of the U. S. 
Constitution reserved taxation of fuel used in international 
flights to the U.S. Congress;

—  that in the Federal Aviation Act, 49 U.S.C. App. 
1301ff., the Congress had enacted an exclusive air commerce 
regulatory scheme which "occupied the field" and preempted any 
state taxation; and

—  that the bilateral agreement with Canada 
expressed a federal policy to preclude states from imposing 
individual taxes.

701 Steve Pavi3h

--aCM:

P'LS NO.:
Statewide Leasing Coordinator 
Department of Transportation 
and Public Facilities r£l >J0.

SUBJECT

Virginia A. Ru$_
Assistant Attorney General 
Transportation Section, Anchorage



Stave Pavish
Our Pila 661-91-0443

In rajacting these arguments, the Supreme Court found 
that there was no evidence of a -federal policy against state 
taxation. On the contrary, the court found an expression of an 
intent not to preclude state taxation. The court based this view 
on bilateral agreement language prohibiting national. but not 
state, taxation of fuel; and on 49 U..S.C. app. § 15 1 3 . 1 /  This 
statute prohibits certain kinds of taxes on aviation, but - 
specifically states that it does not preclude states from imposing 
taxes on goods a.J services for aviation. 2/

Wardair is a decision of the highest court of the land, 
and is still good law. It has not been overturned by any 
subsequent judicial ruling. 8^4* has there been any amendment to 49 
U.S.C. app. S 1513 which might support the conclusion that Congress 
ha3 subsequently moved to preempt or "occupy the field" of taxation 
of fuel for international flights. Finally, I made a very informal 
inquiry to Courtney Railey, an AOCI staff member in Washington,
D.C., who work3 extensively on bilateral agreements. She replied

1/ In pertinent part, this statute provides:

Sec. 1513 State taxation_.of-..air -commerce-
(af No State . . . shall levy or collect a

tax, fee, head charge, or other charge, directly or 
indirectly on persons travelling in air commerce or 

' on the carriage of persons traveling in air 
commerce or on the sale of air transportation or on 
the gross receipts derived therefrom. . . .

(b) Except as provided in subsection (d) of 
this section, nothing in this section shall 
prohibit a State.. . . . from the levy or collection 
of taxes other than those enumerated in subsection 
(a) of this section, including property taxes, net 
income taxes, franchise taxes, and sales or use 
taxes on the sale of goods or services; and nothing 
in this section shall prohibit a State. . .owning 
or operating an airport from levying or collecting 
reasonable rental charges, landing fees, and other 
service charges from aircraft operators for the use 
of airport facilities.

49 U.S.C.A. app. § 1513 (1976, 1990).

2 / In discussing this statute, the majority held that it alone was 
not dispositive. 106 S. Ct. at 2372. In a concurring opinion, 
however, Justice Burger expressed the opinion that- this statute 
alone unequivocally authorizes the states to imposes taxes of the 
kind you are considering. 106 S. Ct. at 2376.

M a r c h  2 9 , 1 9 f r y . 
P a g e  2

220



that 3he is not.aware of any discussion of fuel taxation ever being 
raised in recent bilateral agreement negotiations.

Stave Pavish March 29, 1991
Our File 661-91-0443 Page 3

VAR/vo



ALASKA AiR CARRIERS ASSOCIATION
1117 E. 35th Avenue, Suite 102
Anchorage, Alaska 99508
(907) 277-0071 Fax (907) 277-0072

April 18, 1994

H onorable Bert Sharp 
A laska Senate 
State Capitol
Juneau, A laska 99801-1182 

Re: SB 256 Aviation Fuel Tax

Dear Senator Sharp,

The proposed Senate operating budget contains a reduction in 
DOT/PF operations and m aintenance for m ost of the state airports.
In part, the reduction results from a failure to replace $1.5 m illion 
which was expected to be collected from rural landing fees, but is not 
available because the landing fees were voided by the Courts in
1993. If the proposed budget cut goes into effect, either airport
operations and m aintenance will be reduced to a leve1 which 
adversely effects both com m ercial and private aviation, or the 
departm ent will try to reim pose landing fees. N either is an 
acceptable alternative to the Alaska Air Carriers A ssociation.

There are two ways to avoid these problems. One is to increase
DOT/PF's funding by at least $1.5 million to more adequately fund
airport operations. We recognize that due to the projected budget 
shortfall, this is not an easy solution. Therefore, we have agreed 
with the A dm inistration to support a small increase in the aviation 
fuel tax (7/10ths of one cent), to generate new revenue to replace 
the money previously expected from landing fees. Passage of SB 256 
is necessary to increase the fuel tax.
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Senator Bert Sharp 
April 18, 1994 
page two

In our discussions with Senators in support of SB 256, if necessary to 
fund airports, we have encountered a general resistance to tax 
increases this session. AACA generally agrees with this position, but 
in this case, failure to either fund the airport budget or to pass SB 
256, will most likely result in the reim position of landing fees: a tax
which is expensive to collect and difficult to allocate fairly among air 
c a rr ie rs .

Time is getting short to solve this dilemma. We strongly urge you to 
take quick action on either of the two solutions which will prevent a 
significant im pedim ent to statew ide aviation.

P re s id e n t



ALASKA AIR CARRIERS ASSOCIATION 
1994 Board of Directors

•Richard Hard* . <, President 
PENINSULA AIRWAYS 
4851 Aircraft Drive 
Anchorage, AK 99502 
243-2485 Rax 243-6848

•Butch Hallford, Vice President (SC) 
NORTHERN AIR CARGO 
3900 W. International Airport Rd. 
Anchorage, AK 99502 
243-3545 Fax 249-5193

Bob Jacobsen (A t Large) 
WINGS OF ALASKA 
1873 Shell Simmons Drive 
Juneau. AK 99801 
789-0790 Fax 789-2021

Don King (Western)
YUTE AIR A L*e,’A 
P.O. Box 191
Anchorage, 79519-0169 
243-1011 Fax 243-2811

•John Hajdukovich, Sec/Treas (A t Large) Jerry Scudero (Southeast)
FRONTIER FLYING SERVICE 
3820 University Avenue 
Fairbanks, AK 99701 
474-0014 Fax 474-0774

•Grant Thompson (Northern) 
CAPE SMYTHE AIR SERVICE 
P.O. Box 549 
Barrow, AK 99723 
852-8333 Fox 852-8332

Jack Birmingham (Helicopter) 
ERA AVIATION 
6260 S. Airpark Drive 
Anchorage, AK 99502 
266-8325 Fax 266-8383

Dave Jensen (Pt 121)
REEVE ALEUTIAN AIRWAYS 
4700 W. Int'l Airport Road 
Anchorage, AK 99502 
249-2251 Fax 249-2317

Bill Ward (401)
MARKAIR 
P.O. Box 196769 
Anchorage, AK 99519-6769 
266-3600 Fax 266-3610

Larry Chenaille (Pt 135)
LARRY'S FLYING SERVICE 
P.O. Box 2348 
Fairbanks, AK 99707 
474-9169 Fax 474-8815

TAQUAN AIR SERVICE 
1007 Waters Street 
Ketchikan, AK 99901 
225-8800 Fax 225-0522

Randall Crosby (C o rpo ra te ) 
NORTH SLOPE SEARCH & RESCUE 
P.O. Box 69 
Barrow, AK 99723 
852-2822 Fax 852-2826

Gayle Charlesworth (Assoc 
LONDON AVIATION UNDLRWRi 
200 First West, Suite 400 
Seattle, WA 98119 
(206) 285-5401 Fax (206)284-9308

Tony Cestnik (Associate)
AERO TWIN 
2404 Merrill Field Drive 
Anchorage, AK 99501 
274-6166 Fax 274-4285

Ken Acton (Pt. 135)
RYAN AIR SERVICE, INC.
1205 E. Int'l Airport Road, Suite 201 
Anchorage, AK 99518 
562-2227 Fax 563-8177

*Kim Daniels, Executive Director 
ALASKA AIR CARRIERS ASSOCIATION 
1117 E. 35th Avenue, Suite 102 
Anchorage, AK 99508 
277-0071 Fax 277-0072

'Denotes Executive Committee
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AIR EXCURSIONS 
ALASKA AIR ADVENTURES 
ALASKA AIRLINES 
ALASKA CARGO SERVICE 
ALASKA ISLAND AIR 
ALASKA WILDERNESS AIR 
ALPINE AVIATION 
ARCTIC CIRCLE AIR 
BARROW AIR 
BIGHORN AIRWAYS 
BRISTOL BAY SPORT FISHING 
CPA AIR SERVICE 
CLEARWATER AIR 
DOUG GEET1NG AVIATION 
ERA AVIATION 
FISKEHAUK AERO SERVICES 
FRESH WATER ADVENTURES 
GRANT AVIATION 
HIGH ADVENTURE AIR CHARTER 
JAPAN AIRLINES 
KACHEMAK AIR SERVICE 
KETCHIKAN AIR SERVICE 
KUSKO AVIATION 
LAKE CLARK AIR 
MARKAIR/MARKAIR EXPRESS 
NELSON'S AIR SERVICE 
NORTH STAR AIR CARGO 
OLSON AIR SERVICE 
PRO MECH AIR 
RAM AVIATION 
RIEMERS AIR 
SAWMILL CREEK AIR 
SECURITY AVIATION 
SKAGWAY AIR SERVICE 
SPERNAK AIRWAYS 
TALKEETNA AIR TAXI 
TANANA AIR SERVICE 
TEMSCO HELICOPTERS 
TRANS-PORTER ALASKA 
ULTIMA THULE OUTFITTERS 
VZ AIR
WHITE'S AIR SERVICE 
WINGS OF ALASKA 
WRIGHT AIR SERVICE 
YUTANA AIRLINES

AIR MADURA 
ALASKA AIR TAXI 
AK AVIATION TOXICOLOGY 
ALASKA FLYERS 
AK SEAPLANE OPERATION 
ALASKAN AIRVENTURES 
AMBLER AIR SERVICE 
BAKER AVIATION 
BEAR AIR 
BRAN AIR 
BURLESON AIR 
CAMAi AIR
COMMANDER N.W. LTD.
EGU AIR HAUL
EVERGREEN HEUOPTERS OF AK
40-MILE AIR
FRONTIER FLYING
GULF AVIATION
HOMER AIR
J.I.M. AIR
KATMAI AIR
KETCHUM AIR SERVICE
LAHAIE ALASKA AIR
LARRY'S FLYING SERVICE
METERVIK AIR TOGIAK
NORDIC AIR
NORTHERN AIR CARGO
PENINSULA AIRWAYS
PYXIS LTD.
REDISKE AIR 
RUST'S FLYING SERVICE 
SCENIC MOUNTAIN AIR 
SHEENJEK RIVER AIR 
SOLOY HELICOPTERS 
STEARNS AIR ALASKA 
TALON AIR SERVICE 
TAQUAN AIR SERVICE 
THUNDERBIRD AIR 
TUCKER AVIATION 
UMIAT ENTERPRISES 
WARBELOW'S AIR VENTURES 
WILDERNESS AIR 
W RANGELL MOUNTAIN AIR 
YUKON AIR SERVICE 
YUTE AIR ALASKA

AIR SERVICES ALASKA 
ALASKA AIR TOURS 
ALASKA BUSH CARRIER 
ALASKA HELICOPTERS 
ALASKA WEST AIR 
ALCAN AIR 
ARCO AVIATION 
BALD MOUNTAIN AVIATION 
BERING AIR
BRANCH RIVER AIR SERVICE 
C/AIR
CAPE SMYTHE AIR 
CRAIG AIR 
ELLIS AIR TAXI 
F.S. AIR SERVICE 
4 W AIR
GOLDEN PLOVER 
HAGEU\ND AVIATION SERVICE 
ILIAMNA AIR TAXI 
K.O. AIR
KENAI LAKE AIR SERVICE 
KODIAK AIR SERVICE 
LAKE & PENINSULA AIRLINES 
LOKEN AVIATION 
NATRON AIR
N SLOPE BOROUGH SEARCH/RESC. 
NORTHWESTERN AVIATION 
PEPPERWOOD INC.
RAM AIR
REEVE ALEUTIAN AIR 
RYAN AIR SERVICE - 
SEA HAWK 
SIX MILE AIR SERVICE 
SOUTHCENTRAL AIR 
SUNRISE AVIATION 
TAMARACK AIR 
TATONDUK FLYING SERVICE 
TRAIL RIDGE AIR 
TUNDRA AIR 
UYAK AIR SERVICE 
WARD AIR 
W INGS 
WREN AIR
YUKON HELICOPTERS
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April 6, 1994

Senator B en Sharp 
State Capitol (MS 3100)
Juneau, AK 99701-1182

D ear Senator Sharp:

I am writing to express M APCO’s opposition to the passage of SB 256, raising the tax on 
jet fuel in Alaska.

The stated purpose of the bill is "to increase the tax on aviation gasoline (emphasis added) 
in an amount substantially comparable" to the amount needed to maintain the state's rurai 
airports. It is interesting that, according to the state's position on the bill, of the projected 
S1.7 million additional tax revenue collected, only $126,600, or 7%, would be collected from 
aviation gasoline users - those who use the rural airports, and nearly SI.6 million, or 93% 
of the total, would be collected from major carriers, who use only the major urban airports.

This increase in tax would place an unfair burden on the airline industry, at a time when 
many carriers are showing hugh losses already. The spin off effect of the increase, I’m 
afraid, would be for the airlines to reduce their activity in Alaska. This would have a direct 
negative impact on those who provide fuel to the airlines here. Ironically, raising the tax 
on je t fuel at this time could trigger a significant reduction in tax revenues collected instead 
of an increase.

This is where the use of "bonded" fuel could come in.

You had asked for a more complete definition of "bonded" fuel, and its possible impact on 
Anchorage and Fairbanks if SB 256 were implemented. Although I must admit that I ant 
not an expert on the topic, I think I can give you a good enough idea of the impact to our 
company and other refiners.

Bonded fuel is fuel that is purchased in a foreign (non U.S.) country, that is brought into 
the United States under bond, and that technically, by federal law, does not actually enter 
the country. Since it doesn’t enter the United States, it doesn’t enter Alaska jurisdiction. 
The state could not impose tax on something that isn’t in its jurisdiction. Therefore, if an 
airline were to decide to bring in bonded fuel, the state would jeopardize not only the 
increase in tax envisioned in SB 256, but the 2.5 cpg tax already on the books.

• "C«Tn*0.,£ ALASKA W7CS • M* 1*0?) Uo-OU?*
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SB 256 
April 6. 1994 
Page two

Bert, the apparent intent of this legislation is to have the major airlines operating in Alaska 
subsidize the small users of Alaska’s rural airports. Those users would continue to pay little 
to nothing for the maintenance and upkeep of those airports.

Tlie proposed amount of increase may, to some, appear small. But, in the airline fuel 
business, seven tenths of a cent is a very large amount of money, when annual fuel 
consumption is considered.

I would hate to see the state "shoot itself in the foot", and lose the aviation fuel tax currently 
on the books (because of the introduction of bonded fuel). Further, it would be 
disappointing for Alaska to, again, send the message that we want someone else to "pay our 
way".

Maybe a more worthwhile effort, although admittedly more difficult, might be to restore the 
dedicated fund for transportation infrastructure, so all monies collected for the use of our 
airports, roads and harbors would be used for maintaining those transportation systems.

I apologize for my delay in getting this to you. Since we last talked, I haven’t slept in the 
same bed two nights in a row. I will be in Juneau Monday and Tuesday of next week, so 
maybe we can talk about this at that time. In the meantime, my secretary can contact me 
in short order if you need anything.

Thank you for the opportunity to comment on this very important issue.

Si '

A. L  Buki Wright, Jr.
Vice President
MAPCO ALASKA PETRO LEU M  Inc.

ALW /jw

*  MAPCO ALASKA PETROLEUM wc.
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FUEL GENERATED REVENUES

Alabama

m i
Fuel
Aygas
TSa

Tax' (Cents »tr vcilon,I
S & 3

roZiesicaea 
to Avioiicr.

*1 lo sn sa * .__. a«.•venue 
Otrnraled fSi

50.017 L
Monas None

100%* I S121.367 
100%* i S 7 3 U jl

N/A Wa

Fuel
A vgas
letA

ick ' fWif/rr/1* ui j ?5^a/ Revenue
P veem sse '■ Aviation _ J ____Generated (Z)

N on e N/A NVA

Mogas'
None NVA N/A
None N/A N/A

runas drdira r ^  ™ a w E o n  *ra capped at StiM.Qfco,

'AwfeaaKsaass&eass' S i s s ^ J « s a ^ s s s u s M ^v»» *. »a*... i.» • .  .
Q v m $ $ m z i e ~ ; S a i e s .T T a t o r- VI.v:. .... :..«, \?.V;.. •y.

Fuel Tax (Cent-, 
oer  ̂-eza/ij

Dedicate 
to Aviation

Total Revenue 
GemmtdtS) Fuel | b Tk

1 rtrcznase
Dedicated to 

Aviation
r«3f4.' Revenue 
Generated (S)

Avgas 3 0 .0 4 "0%“

1
 

i 
1

u

Avgas ! None N/A N/A
jet A 46 .0 2 $ 0% S 9 .7 13,425 Jec A None N/A N/A
Mogas S O J8 0% 520 ,129 ,944 Mogas None N/A N/A

’^ S 3 0 B 3 OlgSCZS

ARI20NA
r-iliTj .'*Vl .ijLvtvvA1
iS t£ie>ijrue ir?EifciSe'i

w  -.rt-SKWiirjr/.-nr.! ?rt-
t p | g i | a ? f ^ f k s # i $ 4 S

vi. *.ĵv

/ V .... . ta x  (Cents
cer zcllon)

1 ?a Pciicau d 
I to Aviadon

Total Revenue 
Generated <S)

Fuel Tax
Ptretrmze

Dedicated to j 
Aviation 1

Total Revenue 
Generated (S)

Avgas 50.05 i 100% Not specified Avgas None N/A ! N/A
Jet A 50:0305 ! 0% Not specified Jet A None N/A 1 N/A
Mogas 50.05 I- 100% Not specified Mogas None N/A i N/A

<r,4r TwM) TTnVIT.XfT' p c - ; p g g = £
i and Mogas only.

A r k a n s a s

r ','v . X2r_-“ “ .
Fuel Tax (Cents %Dedixied 

Der tallon) to Aviation
Total Revenue 
Generated (5)

Fuel Tax Dedicated to 1 Total Revenue 
PtrcerJatte Aviction 1 Generated (S)

Avgas None N/A N/A Avgas ' 4% Yes ! Not specified
Jet A None ! N/A N/A Jet A i 4% j Yes ' Not specified
Mogas None . N/A 1 N/A Mogas 1 4% ! No I Not specified

Z M \  2 .

C a l if o r n ia

jHrriSriiP^F ;-r >. >; si •jsc^'jssaaaBSwjfr.. *. ttaTrsfei; '• ::c,rF%J*!"’.’/.hmI ‘ • M ti*''

ru e l Tax (Cents 
sertaUsn)

*  Dedicated 
to Aviadon

Total Revenue 
Generated (S)

Fuel Tax
Percentaxe

Dedicated to 
Aviation

Toud Revenue 
Generated (S)

Avgas $0.16 100% 55,295,92<f Aygas None N/A N/A
Jet A SZ).02 1(50% 51,302,999 Jet A 7.25% NO $100,000,000
Mogas 50.09 0% Not ipecified Mogas 7.25% “ Ko Not specified
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NAS AO CENTER FOR AVIATION RESEARCH AND EDUCATION
NATIONAL BUSINESS AIRCRAFT ASSOCIATION
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FUEL GENEXATED REVENUES

t-uot Tax ft Dedicated 
per aailotiJ to /U-utfton

Totoi .Revenue 
Gencratid f$)

F ug / Ja r  | Dedicated to ; Totzi Revenue j 
Perandaa ' Avtaiim 1 Generat'd/Si i

Avgas $0.06 100% Not jperificd Avgas i None ' N/A i • N/A
Jet A | S0.04 : 100% Not speeded Jet A ! 3% Yes ■ S7.483.000 1
Mogas i SO. 06 1 100% Not specified Mogas i None N/A 1 N/A i

i.. . I ;.L. ^ y t » ■ » iivU*> 1 ~

C o n n e c t i c u t

F uel Tax {Corns ft Dedicated 
per zolloni to Avid ten

Total Revenue
Generated (S)

Fuel Tar i Dedicated to Total Revenue 
Perce nine c 1 Aviation Generated (S)

Avgas ! None N/A N/A AYgas ; 2,5% * No 1 Not specified
Jet A ! • None • N/A N/A Jet A 2.5%  i No i Not specified
Mogas i None i N/A ‘ N/A Mogas 2.5%  ! Nc 1 Not specified 1

D e l a w a r e
*• *»»li:£ i‘“.i. frf i \j * •.• • *'1 *. jCr^£^i?S*SSa '^

S t a t e H E u g I 4 E x - c i s f e ^ i ^ ;̂ ^ • >■««>. •■»• .••««.U>Wa<
S w S * S » ft5 ^ ^ ^ 'if? * V a : ,  ,;' r,;‘- ‘-l'? .':!L;- • •va'-a:---'-,' 1

Fuel Tax (Cents 
per zallor.)

ft Dedicated 
to Aviation

Total Rcwutc. 
Generated ($)

Fuel Tax | dedicated la \ Total Revenue 
P craniate 1 Aviation i Generated (S)

Avgas $0.19 0% Not specified Avgas None N/A 1 N/A
Jet A l None ' N/a "  - " W a Jet A None • N/A i N/A
Mcgas- ! S0.19 0% Not siaed fied Mogas None : N7A 1 N/A

3|BSra|ss5!S%SSSS5@SSE3^!ri>^3a

F l o r id a

; S t a ^ ^ i L ^ s ^ G l i S i P adfMfiEBCSss«:
Y.f $m^sSsmesfibttir.^- ■ - * * • > ■ : • * • . - = . .v***»*£

Fus/ 1 lax /&,w j ^ 'ifeioaei j 
1 venailon j  1 to Aviadon ! 8 S S 3 S S

> x#f Tax 1 tiedicaitdto 
____Pmzna&e i ^m i.c h

Total Revenue 
l_ Generated (S'!

Avgas S0.069 I 100% I Not specified Avgas i None N/A N/A
Jet A S0.069 i 10095 Not specified Jet A : None i N/A N/A
Iviogas : 50.076 | 0% $462,100,000 Mogas! None : N/A N/A

3 & 9 H £ 1 9 S ^  •SS-O S^

Ge o r g ia
:;-v.:. . .■').'*■,ivVtaift■■ .:'.vt < ■ ' ’■’SSWSWftflv
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Fuel j Tax (Cents 
1 per gallon)

ft Dedicated 
to Aviation

Total Revenue 
Generated (S)

Fuel Tar Dedicated to Total Ri'tenue 
Ptmsnjati Aviadon Generated IS)

A vsas $ 6 .o i 0% $74,010 Avgas 4% No $296,040
Jet A ! None N/A N /A JetA 44ie 1 No 1 Not specified
Mogas 1 Not specified Not specified Not specified Mogas N one ; N/A 1 N/A
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FUEL GENERATED REVENUES

Fuel Tux (Cants 1 Dedicated | lotat Revenue 
otrxaRonl i to Aviation i Generated (S)

pu e l Tax I Dedicated to \ 1  otci Xeven-.te 
Ptrcentoia 1 Aviation I Generated (S)

Avgas 1 S0.01 * 100% i Not specified Avgas i None I N/A 1 N/A
Jet A i S0.Q1 t 100% I' Not specified Jet A *• None ! N/A 1 N/A
Mows I None i N/A 1 N/A M esas : None | N/A 1 N/A

IDAHO

f u e l  Tax (Cents | Deacaud. Total Revenue 
per gallon) \ to Aviation GevrxtM S)

Fuel Tax
Percenate

Dedicated io j Total Revenue 
Aviation ! Generated (S'

Avgas ! 30.055 ! 100% ! Not specified Avgas None N/A ! N/A
TetA  I 50.645 i 100% I Not specified iJet A • None N/A 1 N/A
Mogas i 50.035 i 100% ! Not specified [Mozasl None : N/A ! N/A

iLLlNors
>iff.ii.1 v.vi.JVV.li.. • Si'SSDiXiif.

m S m G S t M e v m n :  3 S S % *
I,'.' * I** i '••"‘i'... • „w'

FtUl Tax (Cants 
per talbr.l

f» Dedicated Total Rrtenue 
to Aviation Generated (S)

Fuel
PttCS*

Dedicated to 
Aviation

Ltfai Revenue 
Generated (S)

Avgas None N/A r N/A Avgas O Jv /o No Not specified
Jet A None &7A N/A Jet A 6. 5% No Not specified
Mogas None N/A i N/A Mogas 6.25% NO ! Not specified

n a n m s m > 3 ® g g 8 ?

In d ia n a

m m m m tm B s m t ^ j > i 5
r ifc ? ‘‘-A'nv :* ! ;•« ..

^ S t a 5 S ^ I C 3 > i f e t S ? : J, «d * * 2 W fcrt r :
F uel 1 Tax (Cents & Dedicated 1 oralJieveruie 

I perxallonl 1. to Aviadon Generated tS)
F dei Tax Dedicated to 1 Toted Revenue 

Psrcumte Aviation ! Generated. (S)
Avgas 50.15 -1 0% Not specified Avgas 5% ’ No . Not specified

le t  A None j N/A: N/A le i  A 5% ! No Not specified
Mogas | Not specified 1 Not specified! Not specified Mosas Not specified I Net specified ! Not specified

Iowa
-jŜ M-TWii T'.d}\ J5S2
'S S i l ^ P u B W S i m ^ s m s ^ m i s - r
Fuel Tax (Cents 

per tallon)
%D<usicmea I Total Revenue 
to Aviation 1 Generated (S)

T Z l  ]' tax 1 Dedicated to 
Pt/rtmafte 1 Aviation

Total Revenue 
Generated (S)

Avgas S0.08 0% i Not specified Avgas i None i N/A N/A
Jet A 50.03 Q% 1 Not specified )« A  i None i N/A N/A
Mogas 40.20 6%  1 Not specified Mogas None | N/A N/A
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FUEL GENERATED REVENUES

Kan? vs
.W! X", ■ : • a;

/■O&W.'.. .Vr"*j
— »»'i- RL ....

-  ' - . T ’-t-V.
Fuel fax {Ce/ics j" % Dedicated 

osr dollar.) I to A'Aciion
Total Revenue 
Generated (S) Fuel ; Tax1 Percentage

Dedicated 10 
Avia: ion

Tofal Revenue 
Generated iS)

Aypas None N/A N/A Aygas 1 4.25% 0% Not specified
Je: A None 1 NVA N/A Jet A 1 <1.25% 0% Not specified
Mogas None ; *"N/A N/A .Mogas i 4.i5% 0% • Net specified

l i e : : r K o t / i p . i c i f m m m t

Kentucky
4.:/** .r.L , . <-v ' V.V.Tfi'.Y.-

• /»£vvrf,-s*
4 HVi Tax {Cents 

-<*r gallon)
*, Deduce.red
to Aviaiicn

Tore/ Re ventre 
... Generated p ) F W  I 7c=

! Ptrcirtage
1 Deaicaa:i to | 
1 Aviation

Tatai Revenue 
Generated !S)

AY28S 40.15 0% Not specified Avgas 1 None N/A 1 >

Jet A None N/A N/A Jet A i 6% No Not specified
Mogas None N/A nj/a Mogas 1 None N/A N/A

.T O T A L S IL L A T IO N g
! 13f::RE:V EN T : • "b ■ ‘ Ts?o t  s p e c i f i e d

L ouisiana

• S t a t e V F a e i ^ l ^  « £ ? ^ ^ p p h e d V S t a t e T S a i e s  ’.T - a x e s ;*w*'t.‘ a l i i £ :•
1 Tax (Conit I % Dedicated Total Revenue 
• te r  gallon) ' to Aviation Generated (S) Fuel Tax

Perczntagt
Dedicated la Total Revenue 

Aviation Generated (S)
Avgas ! None N/A 1 N/A Av ,-as" 3% Yes • Not specified
Jet A • None i N/A i . N/A Jet A 4% Yes Not specified
Mogas ; SO.20 1 0 ^  [ S374.096.547 Mogas 3% Yes i • Not specified

- m . ;■$ 8-vtf'o

M aine

i  ££?«S:r
Fuel Tax (Cents KDeAcaud 

Der gallon) 1 to Aviation
Total Rt'jw ie  
Generated (S) Fuel ----- Tat

PtrcerdatL*
Declcared to { Iota/ Revenue 

Aviation 1 Generated (S)
Ayeas io .19 1 d% Not specified Avgas f a No • Not specified
Jet A • : so.034 o% Not specified Jet A None jN/A N/A
Mogas V

i o ►— V
O o Not specified Mogas 6 % No Not specified

t o t a t ; :!'• :Not"-specified

M aryland

.,;vv— I r.'l. • 11.:.
■■■■ ■■' I.--.:-.' : ■...

! .•ViSV k *• i ' 1
' i b ^ l i e ^ S t a f e 'S a l e s  T a x i

3 -̂.-VA ?J .. . . ,v̂.̂  a ;• g»%j _—rŝ*
Fuel r «  (Cent: 

! oer gallon)
% Dedicated 
to Aviation

Total Revenue 
Generated (S)

Euei I „ Tax
i Percentage

Dedicated to 
Avialion

7"3ta/ Revenue 
Generated (S)

Avgas 50.07 0% Not specified Avgas ! None N/A N/A
Jet A None N/A N/A Jet A 1 None N/A N/A
Mozas ! SO.185 0% Not specified M ogas: None N/A N/A
.TOTiii/tA^lATIQN

IiP

^VREVENE $505,627. • •
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U I

p ,.e i Jem (Cents 'Z> Dedicated 1 Total Revenue fu e l  
p tr gallon) to Aviation 1 Generalities)

Tax
Percentage

Deaicctest to i L otaJ Revenue 
Aviation ' Generated (S)

Aveas ! $0.10 80% ! S350.000 Avgas None i N/A i N/A
Jet A  ! $0.10 Q% ! Noe soecined Jet A None ! N/A i N/A
Mogas ' ! None 1 N/A i N/A Mogas None i N/A 1 N/A

s m @ & s 0 & g
".TAJ.v;*1r ’« * !

f u e l  Tax (Cena
:w  gallon)

■ft Dedicated 
to Aviation

Tout Revenue 
Genercted(S) Fuel Percentage

1 Deaicar.it to 
! Aviation

i otai Revenue 
Generate IS)

Avgas i S0.03 i'QG% Not suecified Avgas I 4% •‘ No Not specified
Jet A I S0.03 100% Not specified let A i 4% i No Not specified
Mogas ! None N/A N/A Mogas i 4% i No r Not specified

i T O j ^ i ^ m ^ r o N sB T IJE l^S 'i S ^ K i ^ E ® &  ; :-S :$ & r -:r •

FUEL GENERATED REVENUES

M in n e s o t a

S ta t ig ^ ^ e l^ x c 'i s e ts 3 a x « a ^ s a B & s « s  a w & t e
^.•tS^^^SSSNaSsiiVos-.'i •••" d'h-C'.- r ,#:cv"-.' .i.;-

fu e l Pax ( Cent: % Dedicated Total Revenue 
aer gallon) to Aviation Generated (Si

Fuel j _ Tax1 Parxntate
Dedicated ta 

Aviation
Total Revenue 
Generated (S)

A vgas •  i 100% N ot s p e c k e d "Avgas I N one N /A N /A
Jet A * 1 100% N ot specified Jet A I None N/A N/A
Ntogas * 1 100% Not specified Mogas 1 None N/A N/A

rd^vidbAI«3Sf

MISSISSIPPI

Over 200,000 Is $0,005
is $0.01

X ^ V .r

Fuel Tax. (Cena 1 To Dedicated 
per gallon1 1 to Aviadon

-m r& v-enki ■
Generated (Si Fuel Vac

?«rawi£citt
Dedicated to 

Aviation
r<?/j/ Reveruut 
Generated (S)

Avgas $0,064 i 100% $405,100 Avgas None N/A N/A
Jet A $0.0525 1 100% $(>63,100 Jet A None N/A N/A
Mogas so .b i 1 ioo% $6,500 "Mogas None N/A N/A

m m m m m m m s m

MISSOURI

■••S tates^elxsExciseSO ?hsxsslaiS^w ?1. tfisiafcS
Fuel tax  (Cents 

t>er gallon)
% Dedicated 1 Totot Revenue 
to Avialion 1 Generated (5) Fuel Tax

Percentage
Dedicatidto j Total Revenue 

Aviation 1 Generated CS)
Avgas ~ $0.09 100% i $304,135 Avgas None N/A i N/A
Jet A None N/A I N/A Jet A 4.225% No I S 12.000,000
Mogas None. ^ 0 %  ! S290.646.333 Mogas None N/A N/A

rR JE j^ E N X )^ : ■ ■ •^ ;v - .-V -^ S .3 '0 ^ 9 :5 .0 ,4 6 8 :.,. T

NASAO CEMEX FOR AVfATMN RESEARCH AND EDUCATION
NATIONAL BUSINESS AIRCRAFT ASSOCIATION 
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OCTPF COMMISSIONER rtiK NO. 907536g3e5

P. 08

FUEL GENERATED REVENUES

'.-Tr r<~-- : ':*: •* *: * - - /nr*'>u..v::r

fu e i i Tax (Cents ] 5>Dealcaud ToialRevenue Fuel Tat \ Dedicated to 
j oeroaibn) ! & Aviation Generated (S) Pertxntait 1 Aviation

Total Revenue 
Qcrjtraiid IS)

Avgas 50.01 i 100% i Not specified A vgas j None i N/A ......'  ~ m
Jet A. i 50.01 ! 100% 1 Not specified JerA ! None ! N'A N/A
Mogas ! 50.0004 I iao3> 1 535J6 o  Mogas i None • N/A N/A

N e b r a s k a

, ™ M ® t e W ' s ^ x e s l utJ’jj-. • ••♦.: rM .Ai' if.

Fuel 1 Tat (Cents
i rxr folton)

(b Dedicated Total Revenue 
to Aviation Generated IS)

Fuel „ Tax
Pxrxniage

Dedicated to 
Aviation

r<7fai AiV</)US
Generated IS)

Avgas 50.05 100% i Not specified Avgas ; None N/A N/A
Jet A I 50.03 106% i Not specified JeeA None N/A N/A
Wes;as j Not rpedfied Not specified! Not specified Mogas 1 "None N/A N/A

* Figure represent Excise tix ox. Avgas ana ie tA .

N e v a d a

• S t a t e ^ u e l f E ^ i s C e ^
$g§BfrgggEg£

'.737 \ *hV/V*7
’« • ̂ J«t *; .* ' '• •••*£'* **f ,  \:,iTu.f’z *: -pSr

.’, « ; • . A v i . , „ ; ' . A i M ^  i.%, . •  !!.'• 11̂’:
> ajes> ^axesr& 7£. :>

Fuel . lax
car tallon)

%bedicmed 
. a  Aviation

Total Revenue 
Generated <S) .

Fuel Tax
Pcrcentate

Dedicated to i 
Aviation 1

Ic ra / Revenue 
Generated IS)

Avgas $0.13 lOO?* T $S:>&,&5S Avgas None N /A  : N/A
Jet A S0.01 0% i 52.403.679 Jet A None N/A i N/A
Mogas None “ m  i N/A Mogas None N/A ! N/A

KWski so.-sb»x.̂ (r>*

N e w  H a m p s h i r e

m m m m
Fuel 7<zr (C u e  =h Dedicated 

per rollon) to Aviation.
TOAtfRewWU 
Generated (5)

Fuel \ ......
1 rmxtndute

Dedicated to j Total Revenue 
Aviation ■ Generated IS 1

Avgas Sff.Od ' <H S 5 1 M Avgas ! None N/A N/A
Jet A * 0% 5102.479 Jet A 1 "None N/A i N/A
Mogas None ] N/A N/A Mogas i None N/A : N/A

N e w  J e r s e y
•,; :̂ >lvV*;!Fr
S ta te .^ J iue i & i i i f l i B x e 'S i'^ a r .- •App}»ed*Mat<* S a ie s > :T a Y 6 s ^ f ^ - :.... •.. >
Fuel Tax (Cents 

per gallon)
*  Dedicated 
to Aviation

Total Revenue 
Generated (S) Fuel Tax 

. Percentage
j Dedicated to 

Aviation
Toraf Revenue 
Generated (S)

Aveas $0,125 100% 5602,179 Avgas None N/A N/A
Jet A $0.02 100% i4&,&70 Jet A None ! N/A NVA
Mog is None N/a N/A Mogas None N/A N/A

:T 6 r a ^ a s * ® ! ) ® S t e f f i
H f u f i r r t y r t . . : -  .t

£ • ^ 1 * 0 6 * >98:o:;"; ; . .^ : ': ; :=

A/A5A0 CENTER FOR AVIATION RESEARCH AND EDUCATION
NATIONAL b u s in e s s  a ir c r a f t  ASSOCIATION

'  11



FUEL GENERATED REVENUES

N e w  m e x ic o

j j w y A  r JT p̂ificl;SSC$eS^8® B f f C ‘'!' jgcpfc

F u e l Tea (Cents 
M r  gotten) '

f t  Dedicate <x 
!a Aviation

Total Revenue 
Generated IS)

F u g l j f c x  I £mrtieautd to f 
j Parentage Aviraic-r. •

Total Revenue 
Generated IS}

A v gas $0.16 1 0 C % S335.9IJ Avgas | N o n e  N / A N / A

J e t A N o n e N / A N / A J e t A  | • Yes | $545,493 1

M o g a s N o n e N / A N / A M o g a s  1 N o n e  1 N / A N / A  •

Ne w  Y o rk
p * < 6 M 5 5 2 ^ ;* y ^ to $ .i^ :^ ;.» ^ e iS f> :i^:£2^r,'rs..fC u..-r r
M O ts ts m ^ s s ^ s is s ^ t^ & ^ i

f u e l IGX (CM* 
cur tertian)

ft Dedicated j Total Revenue 
U) Aviadon 1 Generated IS)

f u e l  Tax l Dedicated :o Total Revenue 
P vcem cje  \ Aviation Generated IS!

Avgas so.oS 6%  > Not specified AYgas j ’• 1 N o .  ■ i Not specified
l e t  A * $0.10 0% ; Net specified JetA  | * | No 1 Not specified
Mogas iO.OS Q% 1 Not specified Mogas i * ! Mo j Not specified

S s s b e s s t o * ^ ^  o U n^j9Jw iB »^3?E «!rY J

No r t h  Ca r o l in a

i » 3 © S S ^ ^ , w
f u e l Tax (Cents 

per gallon)
fo bealcated Toted Rtverm* 
to Avialion Generated (S)

Fuel Tax
Pementaxe

Dedicated to Total Revenue 
Aviation Generated (S)

'Avgas None N/A : N/A Avgas '  4%  "  I Yes • Not specified
JetA None N/A ; N/A JetA 4%  ! Yes t Not specified
Mogas None N/A i N/A 4%  i Yes ! Not specified

No r t h  Da k o t a

fu e l Tax (Cents 
oer gallon) to Aviation

Total Revenue 
G e tx /a ts d m

|W 1 T «  ’
Percentage

Dedicated to 
Aviation

Total Revenue 
Generated (S)

A v g a s $0.08 1 0 6 % 5244,680 Avgas N o n e N / A N / A

J e t A $(5.68 1 6 6 ^ 0 £329.419 J e t A N o n e N / A N / A

M o g a s N o t  specified N o t  specified 1 N o t  specified M o g a s N o n e N / A N / A

m m m m m W h M M P ViJV ::‘l" if:,''I*..'!'".?

O h io

- . 3 3
2 £ p p 'U

t ^ ^ ^ S S g n ' .  f .  ■■?•'■■ u 8 3

Fuel T ar (CtnLx 
p tr  Rollon)

& Dedicated 
Co Ay union

r<5/ctf Revenue 
Generated fS)

Fuel Tax
Percentage

Dedicated la 
Aviation

Total Revenue 
Generated ($)

Avgas None N/A , N/A Avgas 5% No Not specified
1 5 a None N/A N/A JetA 5% No Not specified
Mogas None N/A N/A Mogas Not specified ! Not specified Not specified

i H f f i V E N J w m ^ m s p m v m 8 * & s&

n a s a o  c e n t e r  f o r  a v ia t io n  r e s e a r c h  a n d  e d u c a t i o n  
N a tio n a l B usiness a i r c r a f t  a s s o c ia t io n  
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HSr.-29-94 7UE 14:53 DOTrF CCMliSSICNEd FSX iiO. 9075863365 ?. I
MAR-24-94 THU 15:29 ?• 10

FUEL GENERATED REVENUES

OKLAHOMA -

jFuel T<dc (dents ft Dedicated Total Rey e/ute 
oer gallon) to Aviation Generated (S)

Fuel L a  | Dedicatee to Totot Revenue 
P:rc3tvst» i .•Wart?,’? Ce/tcritviCS)

Avgas ! 50.0008 0% i Not specified AYgas None I. N/A i N/A
JetA 1 iO.U'OOS i 0% ! No:specified JetA None I N/A i N/A
M cgas i 50.0008 1 0%  ! Not specified Mogas None : N/A ! N/A ;

Or eg o n
: vwnMiwa 9 Tin litffta);jtfciitaaH*ar»n»Ti»j i*. m ^niif»

m e k a m m m m
Fuel T«a (Cents 

oer gallon)
& Dedicated i Total Revenue 

■ to Aviation ' Generated (S)
Fuel T a  j Dedicated 10

Percentage > Aviation
Total Revenue 
Generated (S)

Avgas 50.03 100% ■ 3153.6$$ Avgas None ! N/A ' . N/A . j
JetA 50.005 100% • 5491.466 JetA None •! N/A N/a
Mogas 50.12 No: specified Not specified Mogas None N/A N/A -

T O T A i ; ^ C E t l # : $ 6 4 ? & S S * Z V t ’x ?  I
Figure represents the Exc id  rax on AYgas and Jet A only.

P e n n s y l v a n i a

iV-s-jOdii
l& p o l ie

v ;-v  f.u-vy^V-
i& iiS .t i te s 5

• •. • I
sales.-;.3Eajces •|5vs S

/ i f f -  ' 1 t « s s t  M r a a s s h
! oer gallon) 1 to AvutitOn

Total Revenue 
Generated iS) Fuel Tax

Pfranta?. •
dedicated to ■ Total Revenue 

Aviation Generated (Si
Avgas • i S0.038! 100% 5249,000 Avgas None N/a  n/a
JetA 1 50.021 100% S9,140,000 JetA  i None N/A • i N/A
Mopts i Not specified i 0% Not specified Mcgas i None N/A ' N/A

* Figure represents the Excise tax an Avgas and Jet A only.
R h o d e  I s l a n d

J i l l ' s  ; * ;  x . h k i v o : .  m> to
S u ^ F K O E ^ i ^ f a r S i ? ^ : r  : i : ?
r a e f lax (Cents ft Dedicated 1 Total Revenue 

per gallon) la Aviation ! Generated IS)
Futl Tax Dedicated to Total Revenue 

Percarea^e Aviation Generated !$)
Avgas $0.26 0% ‘ No: specified Avgas ; None" N/A ; N/A
JetA $0.26 ’ 0% i Nctsrecified Jet A j None . N/A '• N/A.
Mogas $0.26 0% I No: specified M ogas; . None j ■ N/A • N/A

t€ l€? r^? *^?% N 'o r:.spec ifie (i S r*

Sou th  C a r o l in a

|l te £ . '$ !a x e s
Fuel ] ’"** (Ce/,is 1 % Dedicated • 

! . .r  gallon) \ to Aviation
Total Revenue 
Generated (S)

Fuel ■ Tar
P&rc&iiazi

Dedicated to Towi Revenue 
A victim Generated (5)

Avgas i None \ N/A N/A AYgas 5% No i 5675,000
Jet A ’ None : N/A N/A JetA None N/A I N/A
Mogas S 50.16 i 0% sieiOoo.ooo Mogas None TS7A i N/A

NASAO CENTER FOR AVIATION RESEARCH AND EDUCATION
NATIONAL BUSINESS AIRCRAFT ASSOCIATION

13



r.~iS~94 TUE ! 4: *54 
.1ftR-24-94 THU 15:30

X"FC 00(111!S3!ONER F9X NO. 9075668365

FUEL GENERATED REVENUES
S o u th  Da k o t a

p us! “  ‘ 1 Tea (Cents j KD ealasia TM dJuoitrw  I /m w  tax I Deatccudlo Tota nevenueam* artllex* 1 I *q ÂLdliCtt Ct*H0T£tdil (£) I P“rTMntHMS AVldllinn Cr̂ fUSfdtii(S)
■m rAvgas

JetA

lax (Cents pv gallon)
SO.06 

l O T

Gtnerstid (S)
la x  

Percentage
DtCiCCX.diD

Aviation

96%
3150.000* 1 Avgas j None N/A N/A
S360.00Q I Jet A None 

"TToHe T
N/A n /a

Mogas 50.06 96% Above N/A N/A

' rigurewciucles the i0.06 per gallon tax on Mogns.’

WviWfwS--•T-UU ::u^^arpjL  ̂ 'wM* *?.*■ •.
. ^ f S ! M a a ^ x c i s € ^ E S 9 8 s g & ( ® ^ « M M a i m m m m m

c •r'^./ •t*'**m*“» > 7; ;-;y.
Fuel Tax (Cimj 

eer •ation)
~Tc Dedicated 

lo Aviation
Total Revenue
Generated fS) Fuel Tax

Percentage
dedicated to 1 

Aviation
Tl3Ui
Generated <'V

Aveas 50.01 0% Not specified Avgas 4.5% Yes Met specified
JetA S0.01 1 0%  ■ Nat specified JetA 4.5% * Yes Nat specified J
Mogas " 5 3 3 1 " " ; Q .o Not specified Mogas None N/a N/A j

^ 0 B S S S S H S ^ F S s & 3 ^ r , " : - - S 9 , ^ \ 4 0 0 ^ ; S l

Te x a s

S c p f i i
• ’:•*» • .’#■*•• •ins i * *J.."***• > **** d

Fuel Tea (Cents 
oer saltern)

Pa Dedicated 
:o Aviation

Total Revenue 
Generated <S)

Fuel Tax
Percentage

Dedicated >o 
Avicticn

Tota/ Revenue 
Genemied (S)

Avgas None N/A N/A Avgas None N/A ■•• N/A
JetA None N/A N/A JetA None 1 N/A N/A
Mogas None

^  I vA T/W'
N/A N/A Moeas None ‘ N/A N/A

.w.uu/.: <•.•*..■•
•' J "i".. * ,-.•*•.**■***K'1 s'-«h4iV*v*‘C n

Ut a h
r~ rrr7 T

r i  UTtSSfiXlCi «».r«XCIS rr :.JTZT£:—:'u l p § T
•~» xiCy. !T.u$c.wr ;LU .*.
S ^ l ^ p i i c e s ^ T vX*J>5J4-J2.'PfxT?-

Fhz/ i- ^ a , (£m*t *  Dedicate!
1 oer rattan) to Aviation

Total Revenue 
Generated ($) F lU l Percentage

dedicated & 
Aviation

Total Revenue 
Generated (S)

Avgas 1 S0.Q4 1 100% Not specified Avgas None N/a  : m
JetA 1 50.04 1  100% Not specified JetA None n /a  : N/A
Mogas 1 50.04 ! 100% Not specified Mogas None N/A * N/A

v-.-.-c TSHiTBT
t  . <•. 'w«>* * . : : ^ ^ 0 0 ; 0 ( )$:;•:;■ " £ ! i j

Verm on t

S t a  f e S r e M l x ' c i s # r 3 S 3 f e i » 5 iM & a  J & ta te iv S  a l e  s ^ d x ' e s
® i tw V * t »
, * ».t. . ... •• . • .? ’, V  ... . ••

. . .• C i’Xv' . .  J.ilC.:;
Fuel To* fC<no

per gallon)
1o Dedicated
to Aviation

Total Revenue 
Generated ($) Fuel Tax

Percentage
Dedicated to ( 

Aviation 1
Total Revenue 
Generated fS)

Avgas S0.15 0% 596^75 Avgas None N/a n7a
JetA None N/A N/A Jet A 5% 1 No ■ | 1)142,126
Mogas 50.15 0% Not specified Mogas None N / r  : N/A

• ...vc$23& #<
* Figure represents Avgas and Jet A only.

NASa O CENTER FOR AVIATION RESEARCH AND EDUCATION
NATIONAL BUSINESS AIRCRAFT ASSOCIATION 
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P. 12

FUEL GENERATED REVENUES

n ’w m w i i ' i  t-M'

r.(.:

Fuel Tax (Ctn o 
oerzallon)

7o Dedicates 
to Aviation

TotatRcvemte
Generated CS)

Fuel fax j Dedicated to i Total Revenue 
P-trctntare 1 Aviation. i Generated (S)

Avgas * 0% Net specified Avgas None ! N/A ■ N/A
JetA • 0% Not specified fetA None 1 N/A N/A
Moaas None N/A N/A Mogas None ! N/A 1 N/A

Sfiding taxraie: ‘ " Under 10d,OCO gallons, S0.65 per gallon tax wiiS^O^ dedicated :o aviation.
Over 100,000 gallons, SO.005 per gallon tax with 50% dedicated to aviadon.

■ • v • i'-: " -' CJxeCOir.f' • •: 1 aruxatikmr...-^Wi'i't—
22>a

fue l 1 Tex {Cents % Dedicated
' oer teuton) to Aviation

Total Rrttnut 
Generated (Si

Fuel i Tax Dedicated to , Total Revenue 
1 PerterJae, Aviation i Gene rated (S)

Avgas 1 SO. 06 i 100% Net specified Avgas 6.5% •• No Not specked
Jet A 1 S0.Q6 ! 100% Not specified Jet A  6.5% No • Not specified
Mogas i S0.06 I 100% 5137.325“ Mogas 6.5% ! No ■ Not specified

w e s t  Vir g in ia

t o e i i i
Fuei Tex (Cents’

■jer gallon)
7b Dedicated Total Rtjciuu 
to Aviation Generated IS)

Fuel Tas
Percentage

Dedicated ta j Total Revenue 
Aviation 1 Generated (S)

Avgas None N/A N/A Avgas ~  Tio  " Yes l . Not specified
Jet A None N/A 1 N/A JetA 5% Yes ! Not specified
Mogas

SSSSSsa
None Mogas 5fo No i Not specified

W i s c o n s i n

^ m s ^ ^ m s u a m l l i ^ S t i i S i t a a S ® 5
A1-  A.U.'.* r'f'--." ■(■.

Nnto
!> . >Vr<V: sicc'.v?

Fuel Tax (Cents 
oer gallon)

’jv t r r n r r r m 'r^otai Revenue ? U £ / r a t  j Dtdiczitd io « Total Revenue
to Aviation Generated (Si Piravage Avialum Gtrerzicd (5)

Avgas 50.055 or 3%* 0% Not specified Avgas None N/A ; N/A
JetA I S0.055 or 3%* ■M TvSyitTil JetA None . N/A N/A
Mogas None N/A 1 N/A Mogas None N/A ! N/A

g g S a

'«• • - — 
{-V  •rj*,vr;.̂ AV. ■ — * v : •

** Figure represents only the excise tax figures. 

W yom ing

tS  ta '.r^ E  u IIPFuel Tax (Cents 
Vtr gallon)

% Dedicated 
to Aviation

Total Revenue 
Cenerr^ediSl

j Ja r | Dedicated to Total Revenue 
I Percentage 1 Aviation Generated <S)

Avgss I 50.05 80% Not specified Avgas None . N/A j . m
JetA  1 50.05 80% Not specified JetA None . N/A N/A
Mogas 1 50,08” • 0% .1 Not specified Mogas None N/A 1 NVA

B ^ S S § " $ 2 5 l ? p 0 0 0  H 'v S ••-

NASAO CENTEX FOR AVIATION RESEARCH AND EDUCATION 
NATIONAL BUSINESS AIRCRAFT ASSOCIATION
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AIR TRANSPORT ASSOCIATION
Government Affairs 

8939 S. Sepulveda Boulevard - Suite 408 
Los Angeles, California 90045-3690 

310/670-5183

March 23, 1994

The Honorable Drue Pearce 
Co-Chairman, Senato Finance Committee 
Alaska State Senate

Dear Chairman Pearce:

On behalf of the following Air Transport Association (ATA) members, Continental, Delta, 
Federal Express, UPS, Evergreen, Northwest, Hawaiian, American Trans Air, and United, 
this letter is to voice our opposition to Senate Bill 256. As we understand, two of our 
member airlines, Alaska and Reeve Aleutian, do not share this same view. As you know, 
SB 256 would increase the State’s tax on aviation jet fuel from 2.5 cents to 3.2 cents on 
a gallon.

SB 256 raises the tax on aviation fuel by 28% at a tin e when our industry has suffered 
from record losses of $10 billion over the last three years. It is disturbing to see the 
Alaska legislature increasing the cost of doing business in the itate while other states, like 
New Mexico, have reduced taxes on aviation fuel by as much as 40%.

The ATA urfles you to vote NO on SB 256. A tax increase of this nature is no way to 
move us closer to the mutually beneficial goal of increasing the number of flights to 
Alaska. A no vote will allow air carriers doing business in the State of Alaska to continue 
to provide the levels of service that allow the State’s industry and commerce to grow.

If you have any questions please do not hesitate to contact me at (310) 670-5183.

Sincerely,

John Ek
Director, State Government Affairs 
Western Region
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i  DELTAAIR LINES, INC.
G e n e ra l O r^ c e s  
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March 23, 1994

The Honorable Drue Pearce 
Co-Chairman
Senaie Finance Committee 
State Capitol
Juneau, AK 99801-1182 

Dear Chairman Pearce:

I would like to express Delta's concern with Senate Bill 256 and 
the detrimental potential it has to the economic development of 
Alaska.

SB 256 will increase the cost of fuel in Alaska by 28% at a time 
when interstate air carriers can least afford such a significantly 
increased expense. Over the last 3 years the airline industry has 
lost over $10 billion. These losses have invoked serious cost 
cutting measures by Delta, and many states have supported our 
dilemma by decreasing fuel tax, as much as 40%, as incentives to 
help Delta maintain service to those states.

SB 256 will jeopardize the service that Delta provides to Alaska by 
forcing us to decrease our current service in order to maintain a 
cost effective operation. Also, the revenues generated by the 
'jet fuel" tax increase will go directly into the state's general 
funds and not provide the airlines with any type of guaranteed 
return on this investment. Because of this, Delta views this tax 
increase as a dissuasion for expanding any service in Alaska. This 
includes a route from Nagoya to New York via Anchorage which was 
suggested by Governor Hickel in a letter to Mr. Ron Allen,
Chairman, President, and CEO of Delta, in August of 1993. Delia 
continues to monitor all markets for profitability; however, the 
passage of SB 256 will impede implementing any new service.

I urge yon to vote against SB 256. Your help in this critical matter 
is greatly appreciated.

Sincerely,

Danny K. Quillen 
Manager 
Public Affairs



Alaska B utt ̂ legislature
SENATOR

BERT SHARP
CHAIRMAN
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M E M O R A N D U M

DATE: March 21, 1994

TO: Senator Drue Pearce, Co-Chair
Senate Finance Committee

Senator Steve Frank, Co-Chair 
Senate Finance Committee

FROM: Senator Bert Sharp

RE: Request for hearing — CSSB 256

I am requesting that CS for Senate Bill 256, "An Act relating to the tax 
on transfers and consumption of aviation fuel; and providing for an 
effective date," be heard before the Senate Finance Committee at your 
earliest convenience.

This bill was introduced by the Senate Transportation Committee at 
the request of the Department of Transportation and Public Facilities 
in response to legislative intent language in the FY 94 budget which 
discouraged the imposition of landing fees at rural airports. The $.007 
of an increase in the aviation fuel tax is an attempt to recover the 
revenue lost from this source. Language in the Senate Transportation 
Committee Substitute ties the increase in the fuel tax to the absence of 
rural airport landing fees. Therefore, if the administration decides to 
reinstate landing fees, the increase in the aviation fuel tax would be 
nullified.



Department of Transportation 
and Public Facilities

POSITION 
PAPER

BILL NO: SB 256 APPROVED:

TITLE: Increase A viation Fuel Tax DATE: January 24,1994

The Department of Transportation and Public Facilities supports the increase in the 
aviation fuel tax by S0.007 (0.7 cents) per gallon.

This level of increase will offset the loss in state revenue resulting from not reinstating 
aircraft landing fees at rural airports operated by the state.

Last session, air carriers were contacted and asked if they would prefer reinstatement of 
the landing fees or collection of an equivalent amount of revenue through another 
means. While no firm commitment was made, the general feeling expressed was that 
an increase in the aviation fuel tax to collect an equivalent amount of revenue would be 
preferable.

The increased tax will be collected by the Department of Revenue in conjunction with the 
current tax level.

POSITION PAPER
nnT x.g r

n so n  a t 465-3904.



SB 256
Increase aviation fuel tax 
Page 2 of 2

This bill increases motor fuel tax rates on aviation fuel by .7® per gallon as follows.

vi'C.'v.y.. Current 
Tax Rata

Draft Bill 
Tax Rate

/O

Increase

Aviation Gasoline 4® per gallon 4.7® per gallon 17.5%

Aviation (Jet) Fuel 2.5® per gallon 3.2® per gallon 28.0%

In determining the amount of additional revenues generated from this bill, the Department of 
Revenue used aviation fuel consumption data available from FY 93. The amounts below do 
not reflect impacts on consumption, if any, due to increased tax rates and other factors.

Under AS 43.40.010(e), 60% of aviation gasoline tax revenues derived from fuel sales at 
municipally owned airports are. shared with those municipalities.' The Department shared 
$116,800 of aviation gasoline tax revenues to municipalities in FY 93. Under this biil, that 
amount will increase by 17.5% (% increase identified above) or $20,400.

The additional revenue generated from this bill is estimated to be $1,705,300 calculated as 
follows.

• FY93 
Consumption

FY 93 
Revenue

Draft Bill 
Revenue

Additional
Revenue

Aviation Gasoline 18,076,200 gallons $ 723,000 $ 849,600 $ 126,600

Aviation (Jet) Fuel . 228,436,300 gallons 5,710,900 7,310,000 1,599,100 |

Total 246,512,500 gallons 6,433,900 8,159,600 ■ 1,725,700

Amount Shared (116,800) (137,200) (20.400)

Total $6,317,100 58^022,400 S1,705,300

lpb:SB256fis.att



COMPONENT OETAIL - OPERATING BUDGET

itT: Interior District - highways and Aviation

•itcrior District Maintenance and Opera 1ions

Agency: Department of Transportatic i/Pnblic Facilitii

lions - Line Items Type Iotal Pers Svc I ravel Contract Supplies Equip Lnnd/BId Grant Hisc PET PPT Tap

irport electric contrct Dec -20.0
Changes from FY94 Gov Amd to Conference Committee *' * 

0.0  0.0  - 20.0  0.0  0.0  0.0 0.0 0.0

live Intent: It is the intent of the legislature that Department of Transporation and Public Facilities should continue to provide adequate winter 

ince of the Denali Highway between Cantwell and the Valdez Creek Hine access road, with at least 50 percent of the expected service to be paid by industry or 

contribut ions.

fvj/sf«-tive Intent: It is the intent of the legislature that the Department of Transportation and Public Facilities not reinstate the landing fees at the rural

^Mirforfa and that the department submit for legislative consideration a supplemental appropriation next session to fund the resulting shortfall in program receipts.

ication to the Department of Transportation and Public Facilities for Highways and Aviation shall lapse into the general fund on A u g u ^ ? ^ ^ 9 9 ^

ited reduction Dec -39.1 -39.1

Changes

0.0

from FY94

0.0

Gov Amd to 

0.0

Senate * * 

0.0

* * * * *

0.0

* * *

0.0 0.0 0 0 0

irport electric contrct Dec -20.0 0.0 0.0 -20.0 0.0 0.0 0.0 0.0 0.0 0 0 0

Irinms PFT to PPT Dec -31.3 -31.3 0.0 0.0 0.0 0.0 • 0.0 0.0 0.0 -1 1 0

lions - Funding Sources Type Total 1002 1004 1005 1007 1061

irport electric contrct Dec -20.0
Changes from FY94 Gov Amd to Conference Committee * » * * • • • » * *  

- 20.0

I

jted reduction Dec

iiport electric contrct Dec 

li inns PFT to PPT Dec

-39. T 

- 20.0 
-31.3

* Changes from FY94 Gov And to Senate 

-39.1 

- 20.0 
-31.3

5a Legislative Finance Division 7/16/93 10:'
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WALTER J. HICKEL. GOVERNOR

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES

OFFICE OP THE COMMISSIONER

3 >32 CHANNEL DRIVE 
JUNEAU. AK 99801-7898 
PHONE: (907) 465-3900 
FAX: (907) 586-8365
TEXT: (907) 465-3652

December 13. 1993

Senator Bert M. Sharp
119 N. Cushman Street, Suite 201
Fairbanks, AK 99701-2879

Representative Richard Foster
P.O. Box 1630
Nome, AK 99762-1630

Dear Senator Sharp and Representative Foster:

Enclosed are three proposed pieces of legislation which I would appreciate 
being introduced through the Transportation Committees in the next 
session:

/ a s 43.40.010

 ̂ The increase in aviation fuel tax in the amount of $.007/gallon is the 
result of the Legislative request to not assess landing fees on rural 
airports.

See the Legislative intent language contained in the DOT&PF-FT94 .
h n r f t f p f  • |  i U----------------

AS 38.05.030

This amendment simply makes airport property disposal consistent 
with highway property disposal. This is a housekeeping measure 
which should have been handled when DOT&PF was created -  it 
wasn’t.

All property and right-of-ways are handled in one DOT&PF section and 
this housekeeping measure makes the operations consistent.

AS 19.05.040

This minor addition to the statutes allows DOT&PF to enter property 
to determine if hazardous substances exist. This change is needed 
because DOT&PF has purchased property for right-of-way purposes 
only to find out that it is contaminated and the cost of cleanup 
exceeded the cost of moving the facility to avoid the contaminated 
area had that fact been known.

LETTER TO COMMITTEE



Senator Sharp & Representative Foster Page 2 December 13, 1993

OT&PF with this change would be able to know, in advance of 
purchase, if property is contaminated.

There are two or three more items that are in the mill that will be 
transmitted later.

Please let me know if you have any questions or I can provide more data.

Sincerely,

Enclosures
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Judiciary Committee considered SENATE. BILL NO. 256 

increasing the tax on transfers and consumption of aviation fuel."

and recommends:

[ ] replace with C S .

or [ ] adopt previous CS

[ ] same title
 ) [ \Jy flSw title

I I technical

[ ] attaches amendment(s)

[ ] adopts __________________

[ ] further referral to the

[ j do pass 

[ ] do not pass 
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be replaced with
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The Finance Committee considered SENATE BILL NO. 261

"An Act relating to municipal sales and use taxes involving air carriers; and providing for an 
effective date."

and recommends:
f 1 same title
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[ ] do pass 
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date: 
Title:

Sponsor:

1/26/94
Taxes involving Air Carriers

Municipal Fiscal Impact Note
(AS 24.08.035(e))

BILL NO. 
Version:

Municipalities
Affected;

Requested By

No.

Bill Version: C - S S f i  2 . 6 /  C C & A

(S) Publish Date:

All

Senator Sharp

Operattnq FY95 FY96 FY97 FY98 FY99 FY2000
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants, Claims 
Miscellaneous >
Total Operating

Capital

Property Taxes 
Sales Taxes 
User Fees 
Federal Receipts 
State Receipts 
Other

(minimal loss)

*
Total

Positions
Full-Time I
Part-Time

• ________
Analysts:

SB 261 would exempt all air carrier from sales tax for activities involving carrying of passengers or freight. There 
are cur.ently 98 municipal governments which levy a sales tax. Of these. 6 are boroughs or unified municipalities, 
including Haines Borough, City & Borough of Juneau, Kenai Peninsula Borough, Ketchikan Gateway Borough, City & 
Borough of Sitka, and the City & Borough of Yakutat.

A phone survey of municipalities on 1/28/94 by the Office of the State Assessor found that very few 
municipalities levy a sales tax against air carriers for this activity. This is partially due to the fact that the federal 
government levies a tax against passenger service precluding any local taxation. At the present time, the Kenai 
Peninsula Borough is in court on this specific issue.

Continues on attached page._________________________________

ti n ĵfRe:Prepared by: 
Division: 
Approved by 
Commissioner: 
Agency:

Michael Cushing: Research Analyst
Municipal and Regional Assistarfdfr Division

Phone: 465-4751

partment of Community/and Rational Affairs
C>isHisr<onJiLit-

Date: 1/31/94 

Tate

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For fur her distribution information call the Governor's Legislative Office



Muncipal Fiscal Note Page 2 of 2
Analysis - continued

BILL NO. SB 261

In addition to Kenai, Sitka and Cordova currently levy a tax on passenger service, however, with little 

revenue generated. The cities of Haines, Ketchikan and Nenana levy a sales tax on freight. The taxes 

received are also minimal. Dillingham, Juneau, Kodiak, Palmer, Petersburg and Yakutat do not levy any type 

of sales tax against air carriers, although they do levy a general sales tax.
Based on the survey by the State Assessor's Office, it appears that passage of this legislation will 

have minimal fiscal impact on municipalities, partially because federal law appears to exempt passenger 

service already.
In summary, this bill would probably have little fiscal impact on local governments. At the state level, 

passage of this bill would certainly address the legal question of whether or not local governments can 
impose a sales tax on air carrier passenger service. At any rate, parts of this question may be answered by 

the courts shortly.



STATE OF ALi 1994 LEGISLATIVE
:a

SESSION
A

FISCAL NOTE (S) Publish Date
bill Version: '-CS.S.& S& l (o&

, 2 = 2 5 ^ L _

Revision Date: 
Tide:

Sponsor
Requestor

No Municipal Sales Taxes on Air Carriers 

Sharp

Department Affected: 
BRU:

DOT& PF

Component: 
C o m p o n en t S e ria l N u m b er:

O P E R A T IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 . 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G : 0 0 ■ 0 0 0 0

CAPITAL o 0 0 0 0 0

REVENUE FUND SOURCE 0 0 0 1 p...........

F U N D IN G : (Thousands of Dollars)
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L  FU N D IN G : 0 0 0 0 0 0

P O S IT IO N "
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 ' 0 J  i , _  _____

Estimate o f current year (FY94) impact: $_

A N A LY SIS: (A ttach  a s e p a ra te  page if necessary )

This bill will not direcdy affect any state programs; however, it will result in transportation cost savings in that an 
additional potential tax would be clearly prohibited.

Prepared by: Jonathan A. W iddis. Director 

Division: Statew ide Aviation

Approved by Commissioner

Agency: Department of Transportauorvand Public Facilities

Pho. e: 266-1460

Date: February 3 ,1994

Phone: 465-3901

Date: February 8 ,1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
For further distribution Information call tha Governor’s Legislative Office

Page 1 of 1



No.

Bill
/

Version: b ~2-to
STATE OF ALASKA
1994 LEGISLATIVE SESSION 

Revision Date: ______________
Title:

FISCAL NOTE <S) P"bli’h
“An Act relating to municipal sales and use 
taxes involvino air carriers: . . .*

Dept. Allected: Community & Regional Affairs
’ B R U : ___________________________
Component:_____________

Sponsor Sena to r Sharp
Requestor: COMPONENT SERIAL NO.

Expenditures/Revenues:
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 • FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUFPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL I

REVENUE FUND SOURCE:

FUNDING:  (Thousands ol Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME 0 0 o 0 o' 0
PART-TIME I
TEMPORARY

Estimate of current (FY94) Impact $ none

ANALYSIS: (Attach a separate page if necessary)

1X1 ^ 5  57? - 2 6 /  (TX/f) 
This

j? iC eft) Changes i ^ ----
nave no fiscal impact. This nave no fiscal impact
fiscal note is appropriate. fiscal note is appropriate

ante Comte 'Aide (uYLtiaj
J h M  X J S ____________
date Comte Aide (initial)

Prepared by: Director Phone: 465-4708
Division: Administrative Services-- Date: 1/31/94
Approved by Commissioner’
 Z??*Agency: Community & Regional Affairs

Deputy Commissioner Date: 1/31/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information call the Governor's Legislative Office

Page 1 of 1
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LETTER OF INTENT: 5eHATE BILL 7 b ( : SENATE FINANCE

It is the intent of the Legislature to define the powers of municipalities to tax 
commercial aviation activities in a manner consistent with federal aviation law.

Municipalities may not levy taxes, directly or indirectly, on passengers and air 
freight carried by commercial air service companies holding Federal Aviation 
Administration certificates.

Municipalities may levy other taxes, currently permitted under federal law, such 
as landing taxes, fiiel flowage fees, property taxes, and taxes on the sale of goods 
and services which are incidental to air transportation such as food provided to 
airline passengers.

Federal taxes on passengers and air freight, paid by airport users, are returned to 
the States through the Airport and Airways Trust Fund for the construction of 
new airport facilities . This was one reason for federal limitation on the rights of 
states and municipalities to tax air transportation.
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CS FOR SENATE BILL NO. 261( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATOR SHARP

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to municipal taxes and fees on the air transportation of 

individuals or goods by federally certificated air carriers; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:

(53) AS 29.47.470 (air carriers).

* Sec. 2. AS 29.47 is amended by adding a new section to read:

Sec. 29.47.470. TAXES OR FEES ON TRANSPORTATION BY CERTAIN 

AIR CARRIERS PROHIBITED. Notwithstanding other provisions of law, a 

municipa.ity may not levy or collect a tax or fee on the air transportation of 

individuals or goods by a federally certificated air carrier other than a tax or fee 

authorized under 49 U.S.C. App 1513(b) or (e). This section applies to home rule and 

general law municipalities.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

- 1-

Vsv Tex: Underl ine' i  [DELETED TEXT BRACKETED}
CSSB 261( )
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©
US. Department of 
Tramportatton

«oo Severn* Si.S.w. 
W«th)09<0A. D C. 20590

. OCT -  3 1986
OCT 06 1986

Ms. 0 .  E l izabe th Cuadra 
Robertson, Monagle, Eastaugh 
Attorneys a t  Law 
Post O f f i ce  Box 1211 
Juneau, Alaska 99802-1211

Robertson. Mcmgto 6 E2slaugh, P.C. 
Jur*»i'. UiZr.Z

Re: Municipal Taxation of  
Air Commerce

Dear Ms. Cuadra:
I apprec ia te  the opportunity to  respond t o  your questions t o  the Department 
concerning the  legitimacy of municipal taxation on a i r l i n e  t i c k e t  s a le s .  You 
s ta te  tha t  your municipal c l ien ts  assess or  wish t o  assess sa les  taxes on the 
sale o f  t ransporta t ion by a i r .  I t  Is  my rpinion t h a t ,  t o  the extent these 
ordinances t a x  the sa le  o f  passenger transportat ion by a i r  -  whether 
In t r a s t a t e ,  In t e r s t a t e ,  overseas, o r  foreign transporta t ion -  they are 
preempted by Section 1113 of the Federal Aviation Act o f  1958, as amended (49 
U.S .C . Sect ion 1513 ) ,  Sales taxes on the In tras ta te  a i r  carr iage o f  property 
are perm iss ib le .
As the General Counsel explained 1n h is  December 18 , 1985 l e t t e r  to  Riggs Air 
Serv ice ,  these ordinances would la rge ly  f a l l  within the plain proh ib it ions o f  Section 1 1 1 3 (a ) :

"No State (or p o l i t i c a l  subdivision t h e r e o f . • • )  
shal l levy or c o l l e c t  a t a x ,  f e e ,  head charge, 
or  other charge, d i r e c t ly  o r  In d i r e c t ly ,  on 
persons traveling 1n a i r  eonmerca o r  on the  
carr iage o f  persons t rave l ing  1n a i r  coonerce 
or  on the sale o f  a i r  transportat ion o r  on the 
gross receipts derived the re f r om . . . "

By tax lna the a i r  fare at the point o f  sale t o  the consumer, the 
mun ic ipa l i t ie s  a r e ,  In e f f e c t ,  taxing "persons t rave l ing  1n a i r  conrnerce." 
Section 1113 (a )  c l e a r ly  preempts such a tax .
Congress Intended, by Including th i s  provision 1n the 1973 Airport  
Development Accelerat ion A*t, to  preclude not only head taxes but a lso t o  
prevent s ta te s  or  munic ipali ties from burdening In te r s ta te  commerce by 
assessing var ious other taxes on a i r  t ranspor ta t ion ,  v

U  See e s p e c ia l ly  119 Cong. Rec. F^rt 3, p . 3349, (statement o f  M r. Cannon, 
Introducing S . 3 8 ) ;  and 3350 (statement o f  Mr. Pearson. )



SENT BY: R0ME4 : 2-16-94 : 8 1 3  : ROBERTSON. MONAGLE 1907 4635480:# 7/10

Ms. 0 .  Elizabeth Cuadra (2)

As you note, Congress, In Section 1113 (b ) ,  excepted several types of taxes from 
the general p roh ib i t ion .  Including as most relevant here "sales and use taxes 
on the sale o f  goods or serv ices ."  However, given the language o f  Section 
1113 (a ) ,  th is exception hardly can be read as allowing a "sales tax" which 1s 
Imposed, d i re c t ly  or Ind i re c t ly ,  upon "persons trave l ing In a i r  connsrce o r  on 
the carriage o f  persons travel ing 1n a i r  commerce or on the sale o f  a i r  
t r an sp o r t a t i on . . . . "  Otherwise, the exception would wholly swallow the ru le .  2/ 
Rather , we believe Congress Intended In (b )  t o  permit States and municipal i t ies  
t o  maintain taxes on the sale o f  goods and services which are Incidental t o  a i r  
transpor ta t ion ,  such as the sa le  t o  t h e . a i r l in e  o f  aviation fuel o r  o f  food to  
be provided to  the a i r l i n e  passenger.
This view 1s 1n ful l  accord both with Congressional Intent and the  resu l ts  
obtained In court cases . The Inclusion o f  (b ) was Intended t o  a l low States and 
l o c a l i t i e s  to retain t rad i t iona l  sources o f  revenues, and they had h i s t o r i c a l ly  
Imposed sales and use taxes on goods and services supplied In connection with 
a i r l i n e  operations. This Interpretat ion 1s a lso  consistent with the results  
obtained 1n the two cases most relevant t o  the Issue, A ir Jamaica. L td .  v.
S ta te  Department of Revenue. 374 So. 2d 575 (F la .  App. 1 9 / 9 ) .  c e r t .  den.~^T92 
So. 2d 1371 (F la .  198' ' ) ,  which you c i t e ,  and Wardalr Canada vT rTS r ld a  
Department of Revenue. 106 S . C t .  2369 , (1986 ) ,  i.« Ed. 2d 10 i .4 - l£ (Surger ,
C . J . ,  concurring) (June 1 8 ,  1986 ) .  Air Jamaica found lawful a sa le s  tax  on 
packaged meals purchased by a i r l in e s  and served t o  t h e i r  passengers, while 
Wardalr upheld a State sa les tax on Je t  f u e l .  Both are taxes imposed on 
a i r l i n e s  fo r  goods or  services Incidental t o  t h e i r  provision o f  a i r  
t ranspor ta t ion .
Accordingly, in response t o  the s p e c i f i c  s i tua t ions  you raised in your l e t t e r  
o f  February 20th, local id le s  taxes would not be permissible with regard t o  
( a )  sightseeing tourr by he l i c op te r  o r  l igh t  plane, (b )  a i r  tax i  o r  char ter  
f i s h in g  t r i p s ;  ( c )  nonscheduled a i r  tax i operators ;  (d )  scheduled In te rs ta te  
commuter a i r l in e  t r i p s ,  regardless o f  the passenger's ult imate des t ina t ion ;  and 
( e )  a i r l in e  t i cke ts  so ld ,  regardless o f  the passenger's rout ing . This 1s 
because the preemotion extends t o  a l l  ca rr ie rs  regulated by the FAA (Including 
he l i c op te r s ,  e t c . )  as well as t o  a l l  passenger transportation involving a i r  
commerce.

2 /  Set also State v. Cochise A i r l i n e s . 626 P .2d. 596, 601 (A r iz .  App. ,  1981 ) ,  
observing that the ’ sates taxes referred t o  In C§1113(b)1 on the sa le s  o f  goods 
and services cannot l o g i c a l ly  Include sales o f  a i r  transportat ion o r  sa les  
d i r e c t l y  connected with the carr iage o f  persons In a i r  coemerce. I f  C§11133 
were Interpreted otherwise. I t  would be s e l f - c on trad ic to ry ."
3 /  See Hearings on H.R. 2337 e£ a l .  *.3fore the Subconmlttee on Transportation  
and Aeronautics o f  the House Committee on Intersta te and Foreign Corrmerce, 92d 
Cong. 2d Stss .  at 91 ( 1 972 ) .  Compare H.R. 2337, 92d Cong. 1st Sess* (1971) and 
S .  3611, 92d Cong. 2d Sess . ( 1 972 ) ,  which, without any except ions , prohib ited  
S ta te  o r  local taxes,  fe e s ,  e t c .  on the carr iage o f  persons in a i r  
t r anspor ta t ion ,  with Pub. I .  93 -44 ,  93d Cong. 1st Sess. §7 (1973) as u l t imate ly  
enacted .
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Ms. 0 .  E lizabeth Cuadra (3)

With regard t o  the transportation o f  property by a i r ,  however, I bel ieve  
Section 1113 preempts state or loca l sales taxes on In te rs ta te  a i r  
transportat ion only .  The operative s ta tu tory provision precludes a * tax . . . on  
the sa le  o f  a i r  transportat ion* . This excludes taxes on the sale o f  In trasta te  
a i r  transport o f  property , c f .  49 U .S .C .  § 1301 (10 ) .  Accordingly, t o  the 
extent the municipal ordinances assess sa les taxes on the In tras ta te  
t ransportat ion by a i r  o f  property, they are not preempted by Section 1113. */

I
deputy General Counsel

4 /  Accord, S ta te  v. Cochise A i r l in e s , supra a t  601.
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F e b r u a r y  1 6 , 1994

M r. R o b e r t  J .  H a l l f o r d  
V ic e  P r e s id e n t  
P o s t a l  o p e r a t i o n s  a n d  

E x t e r n a l  A f f a i r s  
N o r t h e r n  A i r  C a rg o  
3 9 0 0  W e s t I n t e r n a t i o n a l  A i r p o r t  Road 
A n c h o ra g e ,  A la s k a  995 02

Re* C l t v  o f  S t .  M a r v 'a  S a la s .  T a x

D e a r  M r .  H a I l f o r d :

We h a v e  b e e n  a s k e d  w h e th e r  t h e  C i t y  o f  S t .  M a r y 's  i c  
f r e e  t o  t a x  t h e  s a l e  o f  a i r  t r a n s p o r t a t i o n  s e r v i c e s  b y  N o r t h e r n  
A i r  C a rg o .

B y  c i t y  o r d in a n c e ,  t h e  C i t y  o f  S t .  M a r y 's  p u r p o r t s  t o  
le v y  a  s a le s  t a x  " u p o n  a l l  s a le s ,  r e n t s  a n d  s e r v ic e s  p r o v id e d  i n  
t h e  o i t y . "  c o d e  o f  O rd in a n c e s  f o r  t h e  C i t y  o f  S t .  M a r y 's ,  t i t l e  
I V ,  o h .  4 5 ,  s e o .  i a . Am ong o t h e r  t h in g s ,  t h e  o r d in a n c e  p la c e s  
w [ t ] h e  b u r d e n  o f  [ p a y in g ]  t h e  . . , t a x  . . , u p o n  t h e  b u y e r , ”  
a n d  p r o v id e s  t h a t  " [ t ] h e  t a x  i s  t o  b s  c o l l s c t e d  b y  t h s  s e l l e r . "  
o r d . ,  s e o ,  I B .

B y  l e t t e r  d a te d  D e ce m b e r 2 3 ,  1 9 9 3 , a t t o r n e y s  
r e p r e s e n t i n g  t h e  C i t y  o f  S t .  M a r y 's  s e n t  t h e  f o l l o w  dem and t o  
N o r t h e r n  A i r  C a rg o :

T h e  c i t y  o f  8 t .  M a r y 's  dem ands a  f u l l  a c c o u n t  
o f  t h s  r e s e r v s s  s u b j e c t  t o  t h e  [ c i t y ' s  s a le s ]  
t a x  [o n  y o u r  o p e r a t i o n ]  a n d  p a y m e n t b y  
J a n u a r y  1 4 ,  1 9 9 4 . r a i l i n g  su o h  s te p s  a n d  
i n d i c a t i o n  t h a t  a p p r o p r i a t e  p a y m e n t s h a l l  b s  
f o r t h c o m in g ,  v s  s h a l l  t a k e  s u c h  f u r t h e r  
a c t i o n  a s  t h s  c i t y  C o u n o i l  may d i r e c t  t o  
e n f o r c e  c o l l e c t i o n  o f  t h s  t a x .
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T he  c i t y 1*  a t t o r n e y *  H ava  b e e n  in fo r m a d ,  b y  J im  R e e ve s  o f  t h i s  
o f f i c e ,  t h a t  t h a  t a x  i a  i n v a l i d ,  p a r t l y  b e c a u s e  f e d e r a l  la w  
p r o h i b i t *  a n y  a t a t a  o r  l o c a l  la w  " r e l a t i n g  t o  [ N o r t h e r n  A i r  
C a rg o * a ]  r a t e * ,  r o u t e * ,  o r  s e r v i c e s . "  X c o n c u r  i n  M r . R e e v e s ' 
a n a ly a ia .

S e c t io n  1305 o f  t h a  A i r l i n e  D e r e g u la t io n  A c t  o f  1 9 7 8 , 
49 U .S .C .A .  S 1301  a t  * a q . ,  p r o v id e * ,  p a r t l y ;

[ N ]o  8 t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  t h e r e o f  
, . . * h a l l  e n a c t  o r  e n f o r c e  a n y  la w ,  r u l e  
r e g u l a t i o n ,  a ta n d a r d  o r  o t h e r  p r o v i s i o n  
h a v in g  t h e  f o r c e  a n d  e f f e c t  o f  la w  r e l a t i n g  
t o  r a t a s .  r o u t e s ,  o r  s e r v ic e s  o f  a n y  a i r  
c a r r i i L .  h a v in g  a u t h o r i t y  u n d a r  a u b c h a p te r  IV  
o f  t h i s  c h a p t e r  t o  p r o v id a  a i r  
t r a n s p o r t a t i o n  *

49 A p p . U .S .C .A .  $ 1 3 0 5 ( a ) ( 1 )  (e m p h a s is  a d d e d ) .  T he  C i t y  o f  S t .  
M a r y 's  i s  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  S t a t e  o f  A la s k a ,  a n d  
N o r t h e r n  A i r  C a rg o  i s  a n  " a i r  c a r r i e r * '  a u t h o r i z e d  u n d a r  
s u b c h a p te r  I V  t o  p r o v id e  a i r  t r a n s p o r t a t i o n .  T h e  k e y  q u e s t io n  
i s ,  t h e r e f o r e ,  w h e th e r  t h e  o i t y ' s  t a x  o r d in a n c e  i a  a " la w  
r e l a t i n g  t o  [ N o r ■ h e r n  A i r  C a r g o 's )  r a t a * ,  r o u t e s ,  o r  s e r v i c e * . *  
w i t h i n  t h e  m e a n ii.g  o f  t h e  f a d a r a l  p r e e m p t io n  p r o v i s i o n .  I d .

C o n g re s s  in t e n d e d  § 130 5  t o  o p e r a te  b r o a d ly .  M o r a le s
y *  X r a n a . t f o r l d .  M r  l i n t s  ,   u . s .  ________112  s . c t .  2 0 3 1 , 2 0 4 0 ,
119 L . E d . 2 d  157 ( 1 9 9 2 ) .  t Ku s , s t a t e  a nd  l o o a l  la w s  a f f e c t i n g  
a i r l i n e  r a t e s ,  r o u t e s ,  a n d  s e r v io e s  w i l l  b a  t o l e r a t e d  o n l y  w hen  
i t  a p p e a r s  t h a t  t h a i r  i n f l u e n c e  i n  t h e s e  c a t e g o r i e s  i s  s o  
" t e n u o u s ,  r e m o te ,  o r  p e r i p h e r a l "  t h a t  f e d e r a l  p r e e m p t io n  i a  n o t
i n d i c a t e d .  I d . ,  ______ U .S .  a t  _____ , 112 S . C t .  a t  2 0 4 0 , 119
L . E d .a d  a t  _____ ; i n ,  l i £ >  r B a y n e  v .  A d v a n tu r e  T o u rs  U S A ^ ln c . ,
1994 WL 9 5 3 1 ~ 1 fR .D .T e x .)

I n  t h i s  c a s e ,  i t  i s  q u i t e  o b v io u e  t h a t  t h e  c i t y ' s  s a le s  
t a x  w i l l  d i r e c t l y  e n d  s i g n i f i c a n t l y  a f f e c t  N o r t h e r n  A i r  C a r g o 's  
r a t e s  e n d  s e r v i c e s .  F i r s t ,  i t s  c u s to m e rs  w i l l  be  r e q u i r e d  t o  p a y  
an  in c r e a s e d  r a t e  f o r  a i r  t r a n s p o r t a t i o n .  S e c o n d , t h e  c a r r i e r  
w i l l  b e  r e q u i r e d  t o  c o l l e c t ,  a c c o u n t  f o r ,  and  r e m i t  t h e  a m o u n t 
c o l l e c t e d  f o r  t a x e s  t o  t h e  o i t y .  T he  r e l a t i o n s h i p  b e tw e e n  t h e  
t a x  a n d  t h e  c a r r i e r s '  r a t e s  a n d  s e r v ic e s  i a ,  t h e r e f o r e ,  a n y t h in g  
b u t  " t e n u o u s ,  r e m o te  o r  p e r i p h e r a l . "  Q u i t e  t h e  o p p o s i t e ,  t h e  t a x  
i s  d i r e o t l y  c o n n e c te d  t o  r a t e s  a n d  s e r v i c e ,  a n d  i t s  e f f e c t  u p o n  
t h o s e  r a t e s  a n d  s e r v ic e s  w i l l  n e c e s s a r i l y  be  s u b s t a n t i a l .  T h e  
c i t y ' s  s a le s  t a x  o r d in a n c e  m u s t ,  t h e r e f o r e , be  v ie w e d  a s  a " la w  
r e l a t i n g  t o  [ N o r t h e r n  A i r  C a r g o 's ]  r a te a  . . . a n d  s e r v i c e s . "  49 
A p p . U .S .C .A .  $ 1 3 0 5 ( a ) ( 1 ) .

____________________________Bogle & Gates
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T h e ’ f e d e r a l  s u p re m a c y  c la u s e ,  U.S. Const, art VI, ol.
2 , i n v a l i d a t e s  a n y  a x e r c ie e  o f  a t a t e  p o w e r  t h a t  u n d u ly  f r u s t r a t e s  
o r  o b a t r u c t a  t h e  o b j e c t i v e s  o f  a l e g i t i m a t e  n a t i o n a l  p o l i c y .  San 
D ie g o  U n i f i e d  P o r t , . D i s t r i c t  v .  G la n t u r c o , 61 F .2 d  1306  ( 9 t h  C i r .  
1 9 8 1 ) .  E v e n  w h e re  f e d e r a l  p r e e m p t io n  i a  n o t  e x p l i c i t ,  s t a t e  
a u t h o r i t y  m ay s t i l l  be  d i s p la c e d ,  w h e re  C o n g r e s s 1 i n t e n t  t o  
d i s p la c e  i a  i m p l i c i t  i n  t h e  s t r u c t u r e  a n d  p u r p o s e  o f  t h e  s t a t u t e  
t h a t  i t  h a a  e n a c te d .  I f l .  H e ra ,  t h e r e  i a  n o  n e e d  t o  s p e c u la t e :  
t h e  i n t e n t  o f  C o n g re s s  i s  e x p l i c i t ,  e n d  p r e e m p t io n  i s  c l e a r l y  
i n d i c a t e d .

? o r  t h e s e  r e a s o n s ,  I  b e l i e v e  t h e  f e d e r a l  p r e e m p t io n  
s t a t u t e ,  49  A p p . U . 5 . C . A .  S 1 3 0 5 ( a ) ( 1 ) ,  r e n d e r s  t h e  c i t y ' s  s a le s  
t a x  o r d in a n c e  i n v a l i d  a n d  u n e n fo r c e a b le  w i t h  r e g a r d  t o  
t r a n s p o r t a t i o n  s e r v ic e e  s o l d  a nd  p r o v id e d  b y  n o r t h e r n  A i r  C a rg o  
a n d  o t h e r  a i r  c a r r i e r s  s i m i l a r l y  s i t u a t e d .  H a v in g  re a c h e d  t h i s  
c o n c lu s io n ,  I  d o  n o t  a d d r e s s  a n y  o t h e r  l e g a l  a rg u m e n t  t h a t  m ig h t  
be  r a i s e d  r e g a r d in g  t h a  v a l i d i t y  o f  t h e  c i t y ' s  s a le s  t a x  
o r d in a n c e .

V e r y  t r u l y  y o u r s ,

XMKE 6 GATZS ✓

Edm ond w . B u rk e

Bogle&Gates



ALASKA AIR CARRIERS ASSOCIATION
1117 £. 35th Avenue, Suite 102
Anchorage, Alaska 99508
(907) 277-0071 ^ax (907) 277-0072

February 14, 1994

Senator Bert Sharp
Chairman, Transportation Committee
Juneau, Alaska

Dear Senator Sharp:

The Alaska Air Carriers Association supports your sponsorship of SB 262 regarding 
sales taxes on air transportation. The preemption provision of the Federal Aviation Act 
of 1958 (as amended), prohibits States or political subdivisions to impose taxes or 
fees on air transportation.

Your bill will have little if any effect on the ability of cities and municipalities to enact 
revenue generating methods not already proscribed by federal law. The bill will, 
however, clarify the matter. There will no longer be the costly and persistent need to 
defend in court the language and Intention of the regulation.

If you have any additional questions or would like further information, please call. We 
look forward to working with you on this and other matters throughout the year's 
legislative session.

Sincerely, /

# TRichafa Harding 
President, AACA

MWUkUMf
/ . • . i n ' - f m  A1»Uf«V|Tf /mu*

A. 4W4A * •» 1411 4.4«<A A n fCt»*i
*i fritiir.iAu'tM A**..'# fc*4v.0C41 AMaX|%<««
»« A ' .A A I I C

A i ,1 « .  A  t f  A * . *HT V iM 1U< *(»' All

*444* 4>*
a i  ry*C a v a h u m  AUHfM AtOv’CC
•  M CR A V lA llV H  M.>;iVT4«H4V-4ll'Jh 4*tAOw 

• f t  A A *  
A*«

j-uwv̂ 'vfi 4 »i:nvci •■run oay iK'-tt C-’ANICV4 4* «,«*!*•<.#UWMAA
c « * f  # u > m »C A » i 

V *  l 'h A  A '®  fr f AViC I

- JA4.'0 4* I'nTAMUUrrr.r 
A V U rC *
* :» i n a « i i  

Cu<t 4<4Un 
f  M  4 * 4 » IC H  

CvCftOrtCAM fHU **' 
t I  Aik • AX no LCHVlif I
-  IA  U J X A ik 

4«r 4**
rrcr.Mv
.i*onTtn;.i‘s<j
OUkOLNrkdfl*<i.*r

4Vi*ft>« <rav.i«
- a T .A O -1 A i k  

iiHi« A v v f v T r i r  AinuMAiUCAt »*wCK Art 
>1</.U*A 4 '«  fA l l

llM4.fl 
»  O  A r t  -ffr><Z 

V.IVUUA*
.ts  ̂AAf 4 ueevKtArt »rtlvKl.  a v  * r a * c cVAttN A'fl 

K»CAS4.k«he\T?<
' V t O  AV.4T/H. 

. 4 - V »  H A * « A  A *  ia»a 4 rrif«»iA*4-ki»*»F* 
,A « {  1 * 14 * 1  4 0

aai» truiiA>1(hfCf 
a v i a I ^ * ,  

SJAtm W40JM4WW.-
m a /h a i <v i * « »  •AU* Tpftu*

.1 * O j N ! A * 4 J*1

w i a h o  A r t 4 i i » v < k

r t o r iP c  iA HOAX * <*.C€C.•>c/»M>n*ArtC*»»ou 
•Ok'ntkv A* CMCO

MkO» 40 M*.NVmA4 *WA*A KMf«w.W)(VC 
**jaKi*A*

rtAMAtfl 
•  4 U 4 / ,4 I »V »  ofr-Mt4n 

‘■ tfVf A iX llf lA A A r tr tA T l 
M V , n  " * • • ‘ 0 * 1 4 * 1itevrcr ar/MAH>IC«r<t

Uai\A*M6CCvfcr<Av*T«* 
|A<(<< ‘CM n t v i H  4 4

£44dWAVAA«<̂ OC 
••utw* ■l.rtVTUi 

V O .m < C k f fU l< u a
A H A h U  A f t * A l t

m e x i f i et««U**A*4AX/tfuJk AVAtXV# 
T4..rriMi4«vlUi 1/UWAlAKmAkTM4AAA04 4’A 
lVtVtAArtlti.vr 
taxtja* A*4C«ry<runvihimfKif run*

T ( W .  II M S  A 1*  *UVA'prateTyrt*A 4■A 
•<VTK44 tH U k tO U TH TTM *

V * * a T

v*\XtX A A » «0  Cl 
v 7 a « o

A iN C .  *•*VfV.tl-S 4A WAV/ « 
• A IM . 4  

*nMr.io< *_a*A
« k f* C H A »* . 

aAOaT 4H»KAvl5t TO40n4«9i«iXt 
* .  * iC *  M K 0 * f C f cT.,«4AA4*ANV \ 

f l ^ A  A V I  4 4  AV* *

/* , -v.«



D A i o r  oo,DOUGLAS TO INTENSIFY MARKETING OF TWIN PROPFAN 
Douglas Aircraft early next year wili "intensify" Its marketing efforts with airlines 

for a propfan derivative of its MD-80 series, despit,' a Boeing decision this week to delay indefinitely its 
7J7 propfan project (DAILY, Dec. 16). Boeing said it is consolidating it.' product development activities, 
including studies of the 7J7, into a new Advanced Programs Organization.

A Douglas spokesman said that the company is 'Ynoving aheod" with its propfan flight tests on 
testbed aircraft and has completed 110 flight tests. "We will be out heavily after the start of the new 
year talking to airlines. We are trying to get enough interest to launch. We have encountered a lot of 
interest." Douglas wil! be trying to determine the size of aircraft to offer, which is one reason why 
Boeing backed off a 1993 introduction of the 7J7. Boeing said airlines wanted the 7J7 in sizes of 130 to 
ISO seats. "The 7J7 was visualized initially as ISO seats," a Boeing spokesman said. Douglas could offer 
the 130-seat MD-91, the MD-87 equivalent, or the larger MD-97, which is based on an aircraft the size o' 
the MD-80.

The Boeing decision could put the proposed 7J7 into a mid-1990s 'imefrome, which is when Airbus 
Industrie hod predicted propfan technology would become feasible for use on transport aircraft. Airbus 
said it believes its A320 "in any event" will be a competitive aircraft to either U.S. offering. "We do not 
think technologically it will be superseded for the foreseeable future."

Alan Mulally, former director of engineering for the 7J7, was named general manager of the new 
Advanced Programs Organization, which Boeing said will have responsibility for development of its 
advanced technology and design and new airplane programs. Reporting to Mulally will be Ardell 
Anderson, director of new product development; Robert Mathis, director of finance; Murray Booth, 
director of 7J7 engineering, and Roy Phillips, manager of the 7J7 joint venture monagement.

Concerning Japanese participation on the 7J7 program, Michio Daibo of Japan Aircraft 
Development Corp. will coordinate with Mulally, and similar relationships will exist between Akira Ikeda 
and Murray Booth and Norio Yamanouchi gnd Roy Phillips. Boeing said that because of tire major air 
traffic growth expected by the year 2000, the new organization structure "will ensure a synergistic 
approach to development and implementation of techniccl odvances in all new and derivative products, 
including the high-speed commercial transport under study."

It said the reorganization resulted from a decision earlier this year to delay program timing of the 
7J7 until a "more defined requirement of airplane and engine size can be obtained from key customers."

NEW MEXICAN CARRIER ORDERS AIRBUS A300-600
Latur, a new Mexican charter carrier venture started by the Mexican pilots association through its 

pension fund and Promotora Mexicana de Hoteles, has ordered an A300-600, making it the first Mexican 
customer for .an Airbus product. Engine selection is yet to be made for the aircraft, which is to be 
delivered in July 1989 and used on routes between the U.S. East Coast and Mexican resorts.

FAA EXTENDS DEADLINE FOR SPECIAL FLIGHT AUTHORIZATIONS
FAA has extended until Dec. 31, 1989, a special authorization for non-revenue flights of Stage I 

aircraft if permission is submitted five days before the flight, but the agency says it does not intend to 
extend the authorization beyond that date (DAILY, Dec. 16). Current rule authorizing such flights 
expires Dec. 31, 1987. FAA began allowing the flights following the Jan. 1, 1985 deadline, which 
prohibits the operation of aircraft that do not comply with Stage 2 or 3 noise levels. Agency said that 
extension of the rule is not necessary beyond Dec. 31, 1989, because 'hnost non-complying Stage I 
aircraft will either have been modified to meet Stage 2 noise standards or be out

£ f l <.ORIDA COURT STRIKES DOWN SERVICE TAX ON AIR FREIGHT 
• Circuit Court for Leon County, Fla., has struck down Florida's tax on serv 

freight, the Air Transport Association said. Judge Charles Mirer, who wrote the opinion for the court, 
sgid Section I I 13 of the Federal Aviation Act which prohibits states from taxing air transportation also 
applies tocorgo. Since the tox went intoTffecFJuTy I Florida has assessed"a'S% tax on Intrastate air 
mekjht and a 2.5% tax an intrastate shipments. The ruling was in response to a suit filed Aug. 18 ogairtst 
“he state b>r ATA and DHL Airways. The Florida Department of Revenue hod tried to get the suit 
(ismlssed on'grounds the federal act prohibits states from establishing heocf taxes but did not apply to 
axes on property moved by air. |
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[U 1572] STATE TAXATION OF AIR

CC

S e c .a lU j[4 9  App. 0 . 5. CodqaS 13]/ ( a )  No State (or politicol subdivision thereof, 
ir.duaingtmri'Commooweslth of FUe?nrxico, the Virgin Inlands, Guam, the District of 
Columbia, the ce-riwries or possessions of the United States or political ag en d a  of two or 
more S u r e )  shall ievy or ccilect a  taut, fee; head charge, or other charge, directly or 
indirectly, on persons traveling in air commerce or on the carriage of persons traveling in air 
commerce or on the sale o: air transportation or on the gross receipts derived thcrci'rorr.; 
except as provided in subsection (e) except tha t any State (or political subdivision thereof, 
including the Corranonwealth of Puerto Rico, the Virgin Islands, Guam, the District of 
Columbia, the territories or possessions of the United States or political agencies of two or 
more States) which levied a tax, fee, h a d  charge, or other charge, directly or indirectly, on 
persons tn t^ J in "  in air comm ere: or on the carriage of persons traveling in air commerce or 
on the sale of • transportation or cm the gross receipts derived therefrom prior to May 21, 
1970, sball.be exempt from the provisions of this subsection until December 31,1973.

(b) Except is  provided in subsection (d) of this section, nothing in this section shall 
prohibit, a  State (cr political subdivision thereof, including the Cexmonweaich of Puerto Rico, 
the Virgin Islands, Guam, the D istrict of Columbia, the territories or possessions of the 
United S u its  or political agesceu of two or mors States) from the levy or collection of a x e  
other than those enumerated is subsection (a) of this iection, including property taxes, net 
income taxes, franchise taxes, and sale or use taxes on the sale of goods or services; and 
nothing in this section shall prohibit a State (or political subdivision thereof, including the 
Commonwealth of Puerto Rico, the Virgin Islands, Guam, the District of Columbia, the 
territo ria  or possessions of die United States or political ag en d a  of two or more States) 
owning or operating an airport from- levying or collecting reasonable rental charges, landing 
fees, or other service charge from aircraft operators for the use of airport facilities.

(c) In the cose of any airport operating authority which—

(1) has an outsunding obligation to repay a loan or loans of amounts borrowed and

(2) is collecting without a ir carrier assistance, a h a d  tax on passengers in air transporta- 
’ion for the use of its facilities; and

(3) has no authority to collect any other type of tax to repay such loan or loans, the 
provisions of subsection (a) shall not apply to such authority until December 31,1973.

(dX l) The following acts unreasonably burden and discriminate against interstate 
commerce and a State, subdivision of a  Slate, or authority acting for a S tate or subdivision of 
a State may not do any of them:

(A) assess air carrier transportation property a t a value that has a higher ratio 
to the tnie market value of the air carrier transportation property than the ratio 
that , the assessed value of other commercial and industrial property of the same 
type in the same assessment jurisdiction has to the true market value of the other 
commerdai and industrial property;

(B) levy or collect a 'tax on an assessment chat may not be made under 
subparagraph (A) of this paragraph; or

(Q  Ievy or collect an jad valorem property tax on air carrier transportation 
property a t a  u x  rate tha t exceeds die .tax rate applicable to commerdai and 
industrial property in the same assessment jurisdiction.

(2) In this subsection—

(A) “assessment" means valuation for a  property tax levied by a taxing district:

(B) “assessment jurisdiction” m a n s  a geographical area in a state used in 
determining the assessed value of property for ad valorem taxation;

(C) "air carrier transportation property" m a n s  property, as defined by the 
G vil Aeronautics Board, owned or used by an air carrier providing air transporta­
tion;

(D) "commerdai and industrial property" m a n s  property, ocher than trans­
portation property and 'and used primarily for agricultural purpose or tirub-r

expended for airport improvements;

Aviation Law Reports § 1113(d) H1572

FEDERAL AVIATION ACT OF 1958
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Director,Mr. Robert Petersen
Dperations

Gulf Air faxi, Inc.Box 36?
Yakutat, Alaska 99639

Dear Mr. Peterson:

FEB., 5 1993

Re: Aviation Sales ta xL

Thank you for your inquiry regarding the recent enactmen; by the City and 
Borough of Yakutat of sales tax ordinance No. 92*04, impot ing a consumer sales 
tax at thejrate of three percent of the gross sales price on b isineuses within the 
boundaries of the City and Borough. You asked whether ttye Yakutat tax may 
permissibly be levied on air charter service sales.

It is our opinion that the sale of intrastate, interstate or foreign passenger 
transportation by air, or interstate or fo re ign  transportation by air of property are 
exempt from the Yakutat tax pursuant to section 6,40.030 G of the ordinance, due 
to the prohibition of State taxation of air commerce contained in the Federal 
Aviation Act. Section 1113(a) of the Federal Aviation Act, Title 49 U.S. Code 
Appendix! section 1513(a), states:

i
No (State (or political subdivision thereof...) shall levf or collect 
a tax, fee, head charge, or other charge, directly or indirectly, on 
persons traveling in air commerce or on the carriage-of persons 
traveling in air commerce or on the sale of air transportation or 
on the gross receipts derived 'therefrom...

A State tax, however, may be levied on the intrastate transportation by air of 
property. !

i
I am enclc sing opinion letters which Our Office of General Counsel has previously 
issued regarding consumer sales taxes ordinances enacted py the cities of Craig 
and Skagway, and by the cities and boroughs of Juneau ana Sitka. Each of these 
municipalities (with the exception of Skagway) had imposed consumer sales taxes 
of either three or four percent on the sale of transportation Iby air, which we found 
to be largely proempted by the Federal statute, ana therefOjre invalid. 
(Municipalities are, however, not preempted from assessing and collecting sales 
taxes on the intractate transportation by a ir  of pvoporty). Tha letters dated 
October 3; 1986 from our Deputy General Counsel to counsel for Craig and 
Skagway and our letter dated December 18.1985 from our former General 
Counsel to Riggs Air Service in Sitka fully explain our reas ming.
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These lopijuona remain valid today, the only change to the j|ruhibition of Stale 
taxation of air commerce has been the 1990 passage of legislation allowing the 
passeriger facility charge (PFC) program. (Section 1113(a) of the Federal Aviation 
Act, Title [49 U.S. Code Appendix, section 1513(3)). Passenger facility charges, in 
amounts of $1, $2, or $3 per passenger, when imposed by alpublic agency 
controlling an airport to finance eligible airport-related projects are permissible 
upon approval by the Secretary of the Department of Transportation. Obviously, 
the Yakutat ordinance is not a PFC. Rather, it appears to ae an impermissible tax 
on personal traveling in air commerce and on the sale of air transportation.

Please coiltact me should you have any further questions. 1

j Sincerely.
I

Cr*4tr.>i o .y u e d  ;
By !

Roberta Gabol
Assistant General Counsel for 
Environmental, Civji Rights

and General Law
and

Enclosure's (2)

NKessler: 
Head Tax,

v -10:69154:1-25-93 
Yakutat: File: FAAct, Head Tax



Alaska £>tatt legislature
SENATOR

BERT SHARP DENALI SANK BUILDING 
119 N. CUSHMAN, SUITE 201 
FAIRBANKS. ALASKA 99791 

(907) 452-7085/788(5

DISTRICT P

MEMBER 
FINANCE COMMITTEE 

LEGISLATIVE BUDGET 8 AUDIT COMMITTEE 
HEALTH 8 SOCIAL SERVICES

TRANSPOR TATION COMMITTEE

STATE CAPITOL, ROOM 51 ■! 
Ji INEAU, ALASKA99301• I I 82 

(907)455-3004/4921

SESSION ADDRESS

Jenn ie

SPONSOR STATEMENT

SB 261 - "An Act relating  to  m unicipal sales and use taxes involving 
air carriers; and providing for an  effective date."

SB 261 reinforces the Federal Preemption Provision of the Federal Aviation 
Act of 1958 which reserves to the federal government the power to regulate 
and tax air car ders engaged in air transportation or air commerce. The law 
explicitly states that no state or political subdivision may enact laws that 
affect the rates, routes or services of an air carrier engaged in air 
transportation. Despite the provision, several communities in Alaska have 
proposed sales -and use taxes of this sort. Allowing such provincial taxing 
authority could soon strangle even the most effective transportation 
networks. Substantial case law demonstrates that this practice violates the 
Act, but communities, believing they have found yet another loophole in the 
law, periodical^' test the waters with a new tax. This has resulted in 
confrontation and costly litigation between the aviation community and the 
municipalities. SB 261 eliminates the illusions on which past efforts have 
been based and restates federal intent in the preemption provision.

REPRESENTING 
GOLDEN HEART 

OF ALASKA



217 Second Street. Suite 200 ■ Juneau. Alaska 99801 ■ Tel (907)586-1325. Fax (907)<163-5480

March 2, 1994

TO: Bill Miles, Aide to Senator Pearce
Senate Finance Committee

FROM: Chrystal Smith

RE: AML Opposition to SB 261

As we discussed late last week, the Alaska Municipal League opposes SB 261 (and its current 
version, CS SB 261 (CRA)), which was recently referred to the Senate Finance Committee.

I have enclosed AML’s position paper on the bill for your reference. I can provide additional 
information, including the opinions of Judge Link and the Office of General Counsel, federal 
Department of Transportation, if you like. Please call me at 586-1325 if I can be of assistance.

You should know that the companion bill in +he House (HB 406) is being considered by a House 
Finance subcommittee at the present time ^..id is scheduled for action by the full committee on 
Friday. AML and concerned municipalities will continue to fight it in the House as well as the 
Senate.

Many thanks for your consideration - - 1 appreciate any help you can provide.

Enclosure

94LEGIS::miles.3-2
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AML Position Paper
CS SB 261 (CRA) - Exempting air carriers from municipal sales and use tax

The Alaska Municipal League opposes CS SB 261 (CRA) - Exempting air carriers from 
municipal sales and use taxes for a number of reasons.

First, the bill is yet another restriction on the ability of municipalities to raise local 
revenues, revenues that are badly needed in light of cutbacks in state aid and the 
increasing number of unfunded mandates imposed by the state and local governments.

Second, according to its sponsors, the bill is intended to restate federal law, law that 
they say is clear already. If the federal law is clear, there is no reason to restate it in 
state statutes. In fact, however, CS SB 261 (CRA) goes beyond federal law by 
prohibiting municipalities from levying sales taxes on the carriage of intrastate freight.

Opinions rendered by Alaska Superior Court Judge Jonathan M. Link in the Homer Air v. 
Kenai Peninsula Borough et al. case and by the Deputy General Counsel of the federal 
Department of Transportation confirm AML's position that taxation of intrastate freight by 
municipalities is allowable. Judge Link, in a May 1993 ruling on a motion for partial 
summary judgment in the case mentioned above, said:

Finally, it is appropriate to note that the court's analysis in this decision is 
limited solely to the carriage of persons. Homer Air has not asked the 
court to address the question of freight. The court notes in passing that 
the doctrine of preemption is one that is generally limited by specific 
legislation. Section 1513 as enacted relates only to the carriage of 
"persons" and, accordingly, does not prohibit sales taxes on the 
transportation of freight.

Third, with regard to the issue of taxation of passengers, it Is the League’s 
understanding that at the present time the issue of taxing passengers in certain types of 
circumstances, e.g., local flightseeing, io still in dispute and is, in fact, the focus of the 
Homer Air case, which is yet to be decided in the court. AML asks that the legislature 
wait for the courts to decide the issue, not preclude this local option by legislation. 
Municipalities understand the federal prohibition on the taxation of passengers "in air 
commerce," but they oppose broad state statutes that would extend the intent of the 
federal statute to cover such things as flightseeing.

At a minimum, the bill should be amended to limit the prohibition on municipal taxation 
to "a sales tax on the carriage o.r passengers from a point of origin to a different point of 
destination." This would clearly restate the Intent r*  the federal law without superceding 
the ability of the court to decide the issue and without placing undue restrictions on 
municipalities.

Finally, CS SB 261 (CRA) has a retroactive effective date, which should be deleted if the 
bill is passed from committee. If the legislature does decide to preclude municipalities 
from raising additional revenues locally through this means, the bill should be amended

Alalia
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CS SB 261 (CRA) Position Paper 
page 2

to change the effective date to January 1, 1995, to give those municipalities that do 
collect taxes of this type to plan for reduced revenues in their budget cycle, it is 
unreasonable to prohibit a tax retroactively.

In conclusion, the Alaska Municipal League opposes CS SB 261 (CRA) as an 
unnecessary piece o f legislation end one that will place unfair restrictions on the 
ability of municipalities to raise local revenues In a time when state-shared revenues 
are being cut and the Impact of unfunded mandates and handed-down 
responsibilities is increasing.

March 2, 1994

LEGIS94:possb261.3-2
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HAINES BOROUQH Box 1209, Haines, Alaska 99827 (907) 766-2711 FAX 766-2716

March llr 1994

Senators Drue Pierce and 
Steve Frank 

Senate Finance Committee' 
Alaska State Legislature 
Juneau, AK 99811

Dear Senators:
I

I understand there will be a Senate Finance Committee meeting 
tomorrow (March 12) and Senate Biljl 261 will be discussed. I 
would like this letter; to serve as cjomment on that bill.

You may not be aware'; that the Citjy of Haines and the Haines 
Borough both receive sales tax from! the ihtrastate movement of 
freight by our local airlines. We do so because we have a local 
sales tax and the Fedtral Aviation Act of 1958 does not prohibit 
municipalities from assessing this tax.

;• j ;
Considering that Stath revenue sharjing and municipal assistance
continues to decline, I would hope 
municipalities in their attempts to 
seems as if this exemption would 
advantage over ways to!ship freight.

the Legislature would support 
generate local revenue. It 
give airlines an unfair

I request that you 
this proposed bill.

Thank you,

Becky Palmer 
Borough Clerk

consider carefully all • the ramifications of

iLu* ' i Pr*"&ArkL^ fiuJLrwi^.
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