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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N J U M  February 24, 1988

SUBJECT: Draft Senate CS CSFJR 46 (Trsp)
TO: Senator Lloyd Jones

Chair
Senate Transportation Committee

FROM: George Utermohle^^
Legislative Counsel

Enclosed is the Senate Committee Substitute for HJR 46, as 
requested by Ray Matiashowski of your staff.
The Senate Transportation Committee substitute contains the 
Whereas clauses and Resolve clauses that were requested; 
however, the title of the resolution has not been changed. 
Uniform Rule 49(a)(5) requires that n joint resolution be 
treated in all respects as a bill and under Uniform Rules 
24, 35, 41, and 42, the title of a bill may not be changed 
in the second house. Thus the title of a joint resolution 
may not be changed in the second house, but that does not 
mean that the content of a joint resolution cannot be 
changed.
The constitutional requirement (Art. 2, sec. 13, Alaska 
State Constitution) that the title of a bill express the 
subject of the bill does not apply to resolutions, so the 
title of a resolution need not reflect the content of the 
resolution. (However AS 24.08.200 does require that resolu­
tions which propose amendments to the constitution be 
treated as bills and thus would be subject to the constitu­
tional and statutory conditions attached to the introduc­
tion, amendment, und passage of bills.)
The interests of the legislature in being informed of the 
content of a resolution by the title of the resolution is 
protected by the requirement of Uniform Rule 35 which re­
quires an amendment to a bill or resolution be germane to 
the subject of the bill or resolution. HJR 46, as amended 
by the Senate Transportation Committee substitute, satisfies



Senator Lloyd Jones 
Page 2
February 24, 1988

the germaneness requirement because the amendments relating 
to the redefinition of the Alaska Air Defense Identification 
Zone by the North American Aerospace Defense Command are 
relevant to the subject of the resolution.
In summation, the enclosed Senate Committee Substitute for 
CSHB 46 contains relevant amendments to the resolution as 
passed by the House, but the content of the amendments is 
not fully expressed in the title of the resolution. Despite 
the shortcomings of the resolution's title, the Senate Com­
mittee Substitute does not violate constitutional, 
statutory, or uniform rules provisions relating to the title 
or content of resolutions.
Enclosure
GU: bb 
wkb3/031
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TO: Senate T 1ition Committee members

FROM Rep. Steve R

RE: Senate CSr for CSHJR 46 - "size of aircraft 
registration numbers"

DATE: February 25, 1988

Senate CS for CS House Joint Resolution 46 requests that 
the FAA grant an exemption from their new regulations 
requiring an increase in aircraft registration number size 
from 3" to 12" for planes flying within Alaska.

The Federal Aviation Administration (FAA) has implemented 
new regulations requiring planes that penetrate an Air Defense 
Identification Zone (ADIZ) or a Distant Early Warning 
Identification Zone (DEWIZ) to display larger registration 
numbers and exterior identification plates. Currently the 
majority of Alaska is surrounded by an ADIZ with the exception 
of Southeastern and some parts of Western Alaska.

Recently the North American Aerospace Command (NORAD) 
announced its plans to revise the ADIZ which will solve the 
problem in most of Alaska. However, the proposed ADIZ will 
encompass significant parts of Western Alaska such as St. 
Mary's, Nome, Pt. Hope, and Icy Cape. As consequence, 
aircraft flying from anywhere in Alaska to these places would 
still have to comply with the 12 inch lettering requirement.

For that reason we are requesting that the FAA grant an 
exemption for Alaskan planes flying intrastate. In ac'.dition, 
since the proposed ADIZ will not become effective until May, 
we are requesting a waiver from the new regulations until the 
new ADIZ is implemented.

I would appreciate your support of this resolution.
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BILL NO: 

TITLE:
CSHJR 46 (TRSP) AH

Act requesting exemption 
of Alaskan aircraft from 
FAA regulations on aircraft 
number size...

DATE:

CONTACT:
2/24/88

Lt. Valentine 
789-2161

Federal Aviation Administration (FAA) regulations will come into effect 
March 7. 1988 which will require all United States aircraft operating in 
the Air Defense Identification Zone (ADIZ) and the Distant Early Uarning 
Identification Zone (DEUIZ)i to have twelve inch high identification 
numbers. The purpose was to meet both military and customs concerns. as 
well as air safety violator identification. This resolution is an attempt 
to influence the FAA to exempt Alaskan aircraft from the regulations.

The Department of Public Safety has experienced enforcement problems in 
the past when trying to identify aircraft suspected of being involved in:

1) Fish and game violations —  individuals involved in big game 
violations such as the taking of oig game the same day airborne, and 
illegal big game guiding operations.

2) Illegal distribution of alcohol •'c beverage and controlled substances 
often accomplished by small aircraft.

Suspect aircraft with only 3 inch registration numbers are difficult, 
often times impossible, to identify as compared to those aircraft with the 
larger, more visible 12-inch lettering.

While the Department recognizes problems with the existing FAA 
regulations, such a9 outlined in Lines 21-25 (page 1 of the resolution), 
it is the Department’s position that more, not less, aircraft should be 
identified with the 12-inch lettering.

It should be noted that the FAA has included lengthy compliance wording 
allowing temporary numbering to save owner costs, the change of Alaska’s 
Defense zones, and other aircraft owner considerations‘in order to be as 
least disruptive and costly as possible.

The Department of Public Safety does not support this resolution.

c l „ .
Arthur English. Commissioner
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wop;: draft WORK DRAFT WORK DRAFT

5-1596N
Utermohle
2/24/88

Original sponsors: Frank, Adams,
Miller, et al.

IN THE HOUSE BY THE TRANSPORTATION COMMITTEE
SENATE CS FOR CS FOR HOUSE JOINT RESOLUTION NO. 46 (Transportation)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

Requesting the Federal Aviation Adminis­
tration to exempt aircraft i- .xaska 
from regulations on the size of aircraft 
registration numbers and on supplemental 
identification plates.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS the Federal Aviation Administration has adopted regulations 

that require 12-inch registration numbers on aircraft penetrating an Air 
Defense Identification Zone (ADIZ) or a Distant Early Warning Identifica­
tion Zone (DEWIZ) and a supplemental identification plate on the exterior 
of aircraft; and

WHEREAS these regulations were adopted to assist the U.S. Customs 
Service in identifying aircraft suspected of carrying illegal drugs across 
these zones; and

WHEREAS there has been no documented case in Alaska involving a small 
aircraft entering an ADIZ or DEWIZ transporting illegal drugs; and

VJHEREAS these regulations will have a negative effect on the number of 
visitors coming to the state by private aircraft for business and tourism 
purposes, for example, the International Cessna 170 Association convention 
in Fairbanks; and

WHEREAS the North American Aerospace Defense Command (NORAD) is plan­
ning to redefine the Alaska ADIZ;

BE IT RESOLVED that the Alaska State Legislature respectfully requests 
the Federal Aviation Administration to authorize the Alaska Region of the 
Federal Aviation Administration to grant temporary relief from the

-1- SCS CSHJR 46(Trsp)
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regulation requiring 12-inch registration numbers to those pilots who 
penetrate the current Alaska Air Defense Identification Zone until the new 
description of the Alaska Air Defense Identification Zone is adopted; and 
be it

FURTHER RESOLVED that the Alaska State Legislature respectfully re­
quests the Federal Aviation Administration to exempt aircraft flying be-

>. 1 ^  "  Vjtween points in Alaska from/these regulations] when the boundaries of the 
Alaska Air Defense Identification Zone are redefined; and be it

FURTHER RESOLVED that the Alaska State Legislature respectfully re­
quests the North American Aerospace Defense Command to proceed in the most 
expeditious manner with the redescription of the Alaska Air Defense Identi­
fication Zone and other Air Defense Identification Zones north of the 
contiguous 48 states of the United States in order to eliminate the re­
quirement that aircraft flying in Alaska and between Alaska and the other 
states penetrate these zones.

COPIES of this resolution shall be sent to the Honorable James H. 
Burnley IV, Secretary of Transportation; the Honorable Frank C. Carlucci, 
Secretary of Defense; the Honorable T. Allan McArtor, Administrator of the 
Federal Aviation Administration; General John Piotrowski, Commander, North 
American Aerospace Defense Command; and to the Honorable Ted Stevens and 
the Honorable Frank Murkowski, U.S. Senators, and the Honorable Don Young, 
U.S. Representative, members of the Alaska delegation in Congress.

SCS CSHJR 46(Trsp) - 2 -
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TO:

FROM:

RE:

Senate Transportation Committee members 

Rep. St; 'Frank

Senate CS for CSHJR 46 - "size of aircraft 
registration numbers"

DATE: February 25, 1988

Senate CS for CS House Joint Resolution 46 requests that 
the FAA grant an exemption from their new regulations 
requiring an increase in aircraft registration number size 
from 3" to 12" for planes flying within Alaska.

The Federal Aviation Administration (FAA) has implemented 
new regulations requiring planes that penetrate an Air Defense 
Identification Zone (ADIZ) or a Distant Early Warning 
Identification Zone (DEWIZ) to display larger registration 
numbers and exterior identification plates. Currently the 
majority of Alaska is surrounded by an ADIZ with the exception 
of Southeastern and some parts of Western Alaska.

Recently the North American Aerospace Command (NORAD) 
announced its plans to revise the ADIZ which will solve the 
problem in most of Alaska. However, the proposed ADIZ will 
encompass significant parts of Western Alaska such as St. 
Mary's, Nome, Pt. Hope, and Icy Cape. As a consequence, 
aircraft flying from anywhere in Alaska to these places would 
still have to comply with the 12 inch lettering requirement.

For that reason we are requesting that the FAA grant an 
exemption .or Alaskan planes flying intrastate. In addition, 
since the proposed ADIZ will not become effective until May, 
we are requesting a waiver from the new regulations until the 
new ADIZ is implemented.

I would appreciate your support of this resolution.
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TO: Senate Transportation Committee members

FROM: Rep. S^v^Frank

RE: Senate CS for CSHJR 46 - "size of aircraft
registration numbers"

DATE: February 25, 1988

Senate CS for CS House Joint Resolution 46 requests that 
the FAA grant an exemption from their new regulations 
requiring an increase in aircraft registration number size 
from 3" to 12" for planes flying within Alaska.

The Federal Aviation Administration (FAA) has implemented 
new regulations requiring planes that penetrate an Air Defense 
Identification Zone (ADIZ) or a Distant Early Warning 
Identification Zone (DEWIZ) to display larger registration 
numbers and exterior identification plates. Currently the 
majority of Alaska is surrounded by an ADIZ with the exception 
of Southeastern and some parts of Western Alaska.

Recently the North American Aerospace Command (NORAD) 
announced its plans to revise the ADIZ which will solve the 
problem in most of Alaska. However, the proposed ADIZ will 
encompass significant parts of Western Alaska such as St. 
Mary's, Nome, Pt. Hope, and Icy Cape. As a consequence, 
aircraft flying from anywhere in Alaska to these places would 
still have to comply with the 12 inch lettering requirement.

For that reason we are requesting that the FAA grant an 
exemption for Alaskan planes flying intrastate. In addition, 
since the proposed ADIZ will not become effective until May, 
we are requesting a waiver from the new regulations until the 
new ADIZ is implemented.

I would appreciate your support of this resolution.
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TO All House Members
FROM Rep. Steve Frank
RE HJR 46 - regarding the size of aircraft 

registration numbers
DATE: January 29, 1988

House Joint Resolution 4 6 requests that the FAA grant: an 
exemption for Alaska from their new regulations requiring an 
increase in aircraft registration number size from 3" to 12" 
and requiring an exterior identification plate.

The Federal Aviation Administration (FAA) has implemented 
new regulations requiring planes that penetrate an Air Defense 
Identification Zone (ADIZ) or a Distant Early Warning 
Identification Zone (DEWIZ) to display larger registration 
numbers and exterior identification plates. Currently the 
majority of Alaska is surrounded by an ADIZ with the exception 
of Southeastern and some parts of Western Alaska.

Recently the North American Aerospace Command (NORAD) 
announced its plans to revise the ADIZ which will solve the 
problem in -ost of Alaska. However, the proposed ADIZ will 
encompass significant parts of West rn Alaska such as St. 
Mary's, Nome, Pt. Hope, and Icy Cape. As a consequence, 
aircraft flying from anywhere in Alaska to these places would 
still have to comply with the 12 inch lettering requirement.

For that reason we are requesting that the FAA grant an 
exemption for Alaskan planes flying intrastate. In addition, 
since the proposed ADIZ will not becc ne effective until May, 
we are requesting a waiver from the new regulations until the 
new ADIZ is implemented.

Thank you for your consideration.
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BRIEFING ITEM FOR AVIATION FORUM

SUBJECT: AIR DEFENSE IDENTIFICATION ZONE (ADIZ) REALIGNMENT 

Proposed effective date: May 5, 1988.

BACKGROUND
The military has decided that the ADIZ realignment is 
necessitated by the various North American Aerospace" Defense 
Modernization initiatives and HQ NORAD direction to simplify 
identification zones for North America.

The terms "Coastal ADIZ," "Domestic ADIZ," and "Distant Early 
Warning Identification Zone (DEWIZ)" will be eliminated. 
Henceforth, "ADIZ" will be the only term used regarding 
identification zones.

Significant Alaskan NORAD Region changes.
1. The Alaskan ADIZ will include all of the Aleutian Islands 

(currert DEWIZ does not).
2. Off the Alaska north coast, the ADIZ line will extend 

northward an additional 120 nautical miles.
3. A portion of the existing ADIZ line between Alaska and 

Canada will be eliminated (see marking on proposed 
realignment chart).

4. Establish ADIZ along southeast coast of Alaska to cover 
gap which presently exists between the Canadian Coastal 
ADIZ and the Alaskan DEWIZ.

Other changes.
1. Institute a new ADIZ off both the Canadian and U.S. 

coastal areas to provide for integral perimeter coverage 
for the continent.

2. The ADIZ across central Canada is no longer required due 
to the closure of the Pinetree line radars.

Attached is depiction of current alignment and the proposed 
realignment. FAA Washington Headquarters is preparing a notice 
of proposed change to FAR 99, "Security Control of Air Traffic," 
for publication in the Federal Register.

CHANGES

AAL-50
12/1/87

2 Attachments
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December 10, 1987

State House Representative Steve Frank 
1125 Sunset Drive 
Fairbanks, AK 99701

Dear Representative:

Please note the attached article from Air Alaska, November 1987 issue. 
I understand the date for implementation has been moved to March 7, 1988.
I don't believe the provisions for 12" numbers or for an outside data plate 
are necessary for Alaska. The requirement for the form 337 to be aboard 
the aircraft for fuel tanks installed according to FAA regulations is a 
matter of paperwork and not of significant concern. The main purpose of 
the first two provisions is to make it easier for Customs to identify 
aircraft suspected of running drugs across the Air Defense Identification 
Zones. The pertinent FAA regulations are FAR 45.29(h) for the 12" numbers, 
FAR 45.11(d) for the data plate information, and FAR 91.27(c) for the fuel 
tank requirements.

I am concerned because my wife and I invited the International Cessna 
170 Association to convention in Alaska for a week during July 1988. We 
expect close to 100 airplanes to come to Fairbanks. Many of the aircraft 
have small numbers. All Cessna 170's are between 32 and 40 years old. The 
amount of money that we expect to be spent by the occupants of each Cessna 
170 is substantial, and will be spread throughout the communities of 
Alaska. Gas sales, hotel rooms, meals, sightseeing, and tourist purchases 
will result in a boost to the businesses in the area, while taxes or direct 
fees will generate revenue for the local governments and the State of
Alaska. We don't want to miss the opportunity for the revenue.

More importantly, however, is the fact that we do not want to have the
inconvenience for our visitors and fellow Alaskans. Whenever one of us j;]}
flies across the border to visit our neighbors in Canada, we will have to 
comply with the new law. Contrary to what the FAA says in their comments » 
on the regulations, my map3 show that flights conducted entirely within 
Alaska can be subject to the rules. Look at the fact that Tin city, Wales 
Point Hope, Icy Cape, Wainwright and Point Barrow Dew Station are outside 
the Alaskan ADIZ. Anytime the ADIZ or DEWIZ is penetrated, the law comes 
into effect.

The regulations mentioned above were designed for the coastal areas of 
the lower 48, where drug running is a real problem. Here, over-regulation, 
by virtue of including Alaska in regulations that do not fit the situation 
is a problem. This happens in more instances tlan just thir one. Please 
provide your support by getting Congress to make an exception for Alaska.

I would be happy to discuss this with you further. I cert.’inly 
appreciate your help.

Iy.
tfi

<0
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builder's serial number must bo legible 
to a pers <n on the ground an d  must be 
located either adjacent to and  uft of the 
rear-most entrance door or on the 
fuselage near the tail surfaces. The 
model designation and  builder's serial 
number must be displayed in such a 
manner that they a re  not likely to be 
defaced or removed during normal 
service?.

5. Section 45.21 is am ended by 
revising paragraph (d)(3) to read as 
follows:

$ 45.21 General.

(d) * * *
(3) It is marked temporarily to meet 

the requirements of $ 45.22(c)(1) or 
§ 45.29(h) of this part,  or both.

6 . Section 45.29 is amended by 
revising (he introductory text of 
paragraph (b) and adding a new 
paragraph (h) to read  as follows:..

§45.29 Size of Mark*.
• • • • •

(b) Height. Except as provided in 
paragraph (h) of this part, the nationality 
and  registration marks must be of equal 
height and  on—

(h) After December 8.1987, each \  
operator of an aircraft penetruung an \ 
ADIZ or DEWIZ shall display on that j 
aircraft temporary or permanent 
nationality and registration marks at 1 
least 12 inches high._______________s

PART 91-GENERAL OPERATING AND 
FLIGHT RULES

7. The authority citation for Part 91 " 
continues to read as  follows:

Authority; 49 U.S.C. 1301(7). 1303. *.344.
1348.1352 through 1355.1401.1421 through 
1431.1471.1472.1502.1510.1522. and 2121 
through 2125: Articles 12.29.31. and 32(a| of 
the Convention on International Civil 
Aviation (01 S A . 1100): 42 U.S.C. 4321 et 
seq.; EC 11514:49 U.S.C. 106(g) (Revised 
Pub. L  97-449. January 12.1983).

8 . Section 91.27 is amended by adding 
a new paragraph (c) to read  as  follows:

§91.27 Civil aircraft; Certifications 
required.
• I 9 • •

(c) No person may operate an aircraft 
with a fuel tank installed within the 
.passenger compartment or  a baggage 
compartment-unless the installation was 
accomplished pursuant to Part 43 of this 
chapter, and  a copy of FAA Form 337 
authorizing that installation is on board 
the aircraft.

9. Section 91.173 is amended by 
revising paragraph (c) and  adding a new 
paragraph (d) to read a s  follows:

§91.173 Maintenance records.

(c) The ow ner or operator shall make 
all maintenance records required to be 
kept by  this section available for 
inspection by the Administrator or any 
authorized representative nf the 
National Transportation Safety Board 
(NTSB). In addition, the owner or 
operator shell present the Form 337 
described in paragraph (d) of this 
section for inspection upon request of 
any law enforcement officer.

(d) When a fuel tank is installed 
within the passenger compartment or a 
baggage compartment pursuant to Part 
43. a copy of the FAA Form 337 shall be 
kept on board the modified aircraft by 
the owner or operator.

Issued in Washington. D.C- on September 
1.1987.

T. Allan McArtor.
Administrator.

|FR Doc. 67-20006 Filed 9-8-87; 8:45 am| 
BILLING CODE 4S10-13-U
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I.D. plate affixed in an  easily accessible 
area, legible to an observer on the 
ground, facilitates verification of aircraft 
identification by FAA inspectors. 
Customs investigators, and other law 
enforcement officials. The amendment 
provides for ready access to the I.D. 
plate data without having to enter the 
aircraft. It makes the I.D. plate 
information and N-number available 
simultaneously to provide a  cross 
reference to help determine whether the 
aircraft may have been stolen or to 
determine if the registration number has 
been falsified. It also facilitates FAA 
inspectors’ identification of aircraft for 
verification of maintenance, 
modification, and other airworthiness 
requirements to assure safe aircraft^
op e r a t ion .  __________ -—

■^^"^Tfils amendment is not retroactive 
since this could result in a major change
which would pose an undue burden on 
many aircraft owners. For example, if 
the I.D. plates currently affixed to 
aircraft, as required, were to be removed 
(i.e., repositioned) from the existing 
locations, this could result in damage to- 
the aircraft and LD. plate, and might 
require burdensome engineering and ,
manufacturing changes such as J
structural, interior or exterior repair, o r /

V re p a in t in g .________ ■-________________ '
As a cost-saving alternative for 

aircraft manufactured prior to 90 days 
after the effective date of this 
amendment, this final rule allows the 
display of just the model designation 
and builder’s serial number on the 
fuselage exterior, adjacent to and aft of 
the rear-most entrance. This may be 
done if the identification plute is 
secured at an accessible exterior or 
interior location near an enhance. The 
model designation and serial number 
are required to be affixed in such a 
manner that they ure not likely to be 
defaced or removed during normal 
service. Unlike the required fireproof 
I.D. plate, this "suoplemental" 
identification does not have to be 
affixed in a manner such that it is not 
likely to be lost or destroyed in an 
accident. Thus.^hcjla ta  m.iv b f  affixed 

.iiULrclalivelv low-cost m nnnrr ng 
. by. pain ting or decal.__

C. Illegal Fuel Tank Installation—Part 
•1.1. Appendix D/a) and Id); § 3 J27(c); 
and §91.173(0) and (dj

This amendment requires that ail 
affected aircraft modified with 
additional fuel tanks in the passenger or 
a baggage compartment, under Part 43 of 
the FAR. physically have on board the 
aircraft n copy of the required FAA 
Form 337. This includes aircraft 
previously not required to have an FAA 
Form 337 for fuel lank installations

when operating with a special flight 
permit for the purpose of delivery or 
export. This amendment also requires 
that the ow ner or operator of an aircraft 
with such fuel tanks present the FAA 
Form 337 for inspection by any law 
enforcement officer.

This amendment provides one means 
for FAA. Customs, and other 
investigators to quickly obtain evidence 
as to whether the additii nal tanks in the 
aircraft are  authorized or possibly 
illegally installed. Enforcement action 
can then be taken by the FAA and  the 
appropriate agency against persons 
operating such a irc ra ft  Action can also 
be taken to prevent the aircraft from 
being flown. This rule makes it possible 
for Customs to concentrate interdiction 
efforts on those aircraft modified with 
unathorized fuel tank installations and 
which are possibly being used for illegal 
drug trafficking. By limiting this rule to 
aircraft modified with fuel tanks in the 
passenger or baggage compartments, 
which requires on FAA Form 337 under | 
Part 43, operators o f  aircraft with FAA- 
approved.extended-range fuel tanks 
located elsewhere in the aircraft (e.g.. 
wing tip tanks) would not be required to 
keep that authorization on board  the 
aircraft.

Discussion of  Comments

General
Eighty commenters. representing the 

views of the aviation community, 
participated in this rulemaking. 
Comments were submitted by individual 
pilots and owners and  operators of 
aircraft including representatives of 
some aviation and aircraft 
manufacturers associations. Generally, 
the commenters support Customs’ 
objective to stop the flow of illegal drugs 
into the United States by air. However, 
most commenters disngree as  to what 
amendments should be adopted and 
who should comply with them. Some 
commenters disagree with all the 
amendments or recommend proposals 
which are outside the scope of the 
NPRM. The majority of the commenters 
address the proposed amendments 
separately ond give reasons which 
oppose a particular issue and  cither 
concur in or withhold comments on the 
other issues.

The comments from uviation 
association representatives on the 
amendments also range from full 
support U9 noted by the Airline Pilots 
Association (ALTA) to "no merit" as  the 
Aircraft Owners and Pilots Association 
(AOPA) contends. M any commenters 
contend that the FAA action will not 
stop drug trafficking and question the 
value of these amendments. They

contend that there are more effective 
ways to stop drug smugglers such as 
direct legislation against smugglers. The 
comme iters, however, fail to recognize 
or acknowledge that the FAA action 
proposed in Notice No. 86-9 is only a 
part of the total U.S. Government on 
going effort to actively suppress drug 
smuggling, which includes law 
enforcement agencies efforts of other 
Departments such as the Treasury. 
Justice, and Defense. These initiatives 
carry out the mandates o f  Congress, 
such as  the A nti-rreg  Abuse Act (Pub.
L  99-570, October 27.1988).

The pertinent comments and 
commenters’ recommendations 
concerning each amendment are 
discussed in the following paragraphs.
In addition, comments concerning the 
time and cost of compliance are 
discussed separately.______

Registration Numbers
The majority of commenters object to 

the requirement for displaying 12-inch 
N-numbers on certain aircraft that 
penetrate an ADIZ or DEWIZ. The 
commenters contend that the 
amendment imposes unnecessary costs 
on owners and operators of aircraft 
allowed to display smaller N-numbers 
under 5 4 5.29(b), with no benefit Jo 
legitimate operators who must pay for 
an  ineffective law which drug smugglers 
can easily circumvent with temporary 
and false markings. Also, operators of 
some aircraft such as  experimental 
amateur-built, rotorcraft, gliders, 
airships, and balloons feel that this 
amendment should be limited to twin* 
engine, fixed-wing aircraft.

The FAA disagrees because, aa stated 
in the notice, th e u  is an urgent need for 
positive identification of all aircraft that 
penetrate the defense zones, regardless 
of size and configuration. However, it 
should be noted that Jus  amendment 
only ofTects those aircraft that display 
the ineffective small N-numbers and  
penetrate the ADIZ or DEWIZ. 
Additionally, to avoid unnecessary costs 
to operators of the affected aircraft, a 
90-day time period is provided for 
compliance. This provides for sufficient 
time in which the temporary or 
permanent 12-inch N-numbers can be 
nffixed to aircraft affected.

A few commenters questioned w hy all 
aircraft operating in Alaska must 
display 12-inch murks since Alaska lies 
entirely within an  ADIZ while aircraft in 
the contiguous I Iniled Stales may 
display small N-numbers. However, the 
rule applies to those aircraft that 
penetrate the ADIZ or DEWIZ. 
Accordingly, aircraft ullowed to displuv 
small N-numbers in accordance w ith

v_
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regulations, whether in the United 
States or elsewhere, must affix 12-inch 
N-numbers only if they are  going to 
penetrate an ADIZ or DEWIZ. Thus, 
aircraft operating solely within the State 
of Alaska will not be required to display 
12 inch N-numbers unless they depart on 
and reenter the AJ1Z.

Some commenters contend that the 
amendment penalizes legitimate aircraft 
operators while drug smugglers can  
easily circumvent o r  violate the 
regulation. The FAA disagrees because 
most aircraft operators a re  required to 
display 12-inch N-numbers under Part 
45. Further, the FAA. in conjunction with 
other law enforcement agencies, 
aggressively investigates and lakes 
appropriate action on incidents 
involving violations of the FAR. 
Furthermore, under the new  Anti-Drug 
Abuse Act. increased civil and criminal 
penalties may be imposed on aircraft 
operators involved in drug smuggling. 
These penalties range up to S250.000 and 
20 years in prison and include the 
seizure an d  forfeiture of the aircraft. The 
.imendm jn ts  to §§45.21 and  45.29 have . 
been adopted as  proposed.

Identification Data Plates
With regard to the exterior location of 

I.D. plates an d /o r  data, most 
commenters contend generally that this 
amendment is ineffective, impractical, or 
redundant. A majority of the 
commenters contend that the 
amendments would  be ineffective 
because the rule can be easily 
circumvented by falsifying the data on 
the exterior surface of the aircraft. The 
FAA does not agree since the FAA 
penalties und the more recent 
legislation, cited previously, arc 
expected to deter  such violations.

Some commenters maintain that the 
rule is impractical because repositioning 
the existing l.D. plates o r  affixing a 
second ID. plate could damage the 
aircraft, especially those covered with 
fabric. The FAA does not agree since 
the rule docs not require repositioning of 
the original l.D. plates, which 
conceivably could result in damage to 
tiic aircraft. Also, both old and new 
.iircrafl can  have l.D. p lates affixed on 
the exterior surface, as required, without 
damaging even fabric-covered aiicraft.

Some commenters claim that l.D. 
plate* affixed to the exterior surface of 
large aircraft would be too high to read 
by an  observer on the ground. Others 
argue that there is no need to change the 
I D. plate location on some rotor-craft. 
open cockpit aircraft, and  balloons 
where the required l.D. plate c m  be 
viewed by an observer outside the 
aircraft.

However, although l.D. p la tes can be 
viewed from the outside of some 
aircraft, the FAA has determined that 
l.D. plates in a standard  location on the 
exterior surface adjacent to and aft of 
the rr-r-most entrance door of a n  
aircraft provides for quick access to the 
l.D. information, in addition to 
precluding the need to gain access to the 
inside of an aircraft.

With regard to the redundant data, 
commenters contend that there is no 
need to affix the same data  in two 
places on the same aircraft, therefore, 
the status quo should be  maintained or 
the NPRM withdrawn.

The FAA disagrees because the I.D. 
information which is secured inside un 
aircraft cannot be obtained readily, as 
some cuntend. without gaining access to 
the aircraft. The FAA has determined 
that the standard  exterior location is the 
most effective location for l.D. plates 
and /o r  data. A standard  location 
provides quick access to the 
identification d a ta  with the least impact 
on the aviation community since most 
aircraft owners and operators already 
comply wyth that requirement, while 
others can mark their aircraft 
inexpensively a s  discussed in Notice 
No. 86-9.

Additional Fuel Tank Installations
The majority of commenters 

responding to this am endm ent agreed 
with the requirement to have the 
completed FAA Form 3-7 aboard  an 
aircraft modified in accordance with 
Part 43 with fuel tanks in the passenger 
or baggage compartments. Those 
opposed contend that the amendment 
imposes an unnecessary burden on 
operators of aircraft tha t may be 
modified with fuel tanks in accordance 
with regulations which do not require 
the use of an FAA Form 337 for 
documenting ma|or  alternations. 
Accordingly, they maintain thut the rule 
should exempt operators under Parts 
121.127. or 135. as applicable.

The FAA considered the regulations 
governing aircraft modined under other 
applicable provisions. However, 
approved documentation in d e ra  
continuous airworthiness maintenance 
program may not be as  suitable for 
carriage on an  aircraft a s  the FAA Form 
.137. For that reason, the proposed 
amendment applied only to aircraft 
modified pursuant to part 43 with fuel 
tanks installed in the passenger or 
baggage compartment*. This 
amendment adopts that prnpos; I. The 
now rule does not require 
documentation for aircraft modified 
under other provisions of the FAR.

Some commenters sta te  that the FAA 
Form 337 can be easily falsified or that

an appr ved installation could be used 
by a smuggler and that, either way. the 
amendment has littfe value. The FAA 
does not agree since violations of tho 
applicable regulations, sucfras 
unapproved equipment installations, a re  
vigorously pursued and  enforced by the 
FAA to maintain safety in a i r  
operations. In addition. Costoms 
considers this amendment to be a 
significant step toward curbing the use 
of aircraft for drug smuggling.

Time fo r  Compliance
Some commenters object that the 

proposal does not provide sufficient 
•ime for compliance and that this 
creates an I 'r .J u e  burden on owners and  
o p tr s tc r j  becaurp of the requirements 
for ferrying and  ojwntim e. The FAA 
agrees with these commenters. It was 
planned to allow a period o f  90 days 
after the effective date for compliance 
with the requirements for the display of 
12-inch N-numbers and for the affixing 
of I D. plate an d /o r  data. In the NPRM. 
however, the "October 8.1986”  date w a s  
published in error apparently by  using 
the published date of July 10.1988, a s  
the start of the 90-day period. A  
correction is made to allow sufficient 
time for compliance.

To preclude an  undue burden on 
aircraft owners and  operators, the 90- 
day period provides time for appropriate- 
N-numbers and  (he l.D. plate a n d /o r  
data to be affixed. The delayed 
compliance time only applies to  the 
requirements for the display o f  12-incb 
N-numbers and  live ID . plate an d /o r  
data. The display of temporary 12-inch 
markings is permitted for N-numbers. a s  
appropriate, and the method for affixing 
data plate information on the exterior 
surface of an aircraft is purposely 
undefined to allow for economic 
alternatives, such as painting o r  dccais.

Cost o f  Compliance
The majority of commenters object to 

the cost that would be imposed by the 
proposed 12-inch N-numbers and  LD. 
plate amendments. They contend that 
the cost of compliance estimates are too 
low. In addition, the commenters 
Indicate tli.tl ihe FAA cost estimates do 
not reflect n Ir.j* of revenue caused hy 
ferrying and downtime.

The FAA disagrees with Ihe 
coinmaniers that its cost estimates are 
too low, The FAA believe* its cost 
estimates to be n good indicator of w hat 
aircraft operators/owner* Impacted 
would, on the average, incur. Moreover, 
after careful examination of the 
rommeni* received on NPRM No. HU-9, 
it has become apparent to Ihe FAA that 
the majority of Ihe commenters
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I
due to th e  conflgu atlon  of  an  
|it Is Impossible fo r  s  person  to 
I In accordance with  }) 46.21 
I th .  ough 46.33. h a  m ay apply  
[ idmlnistrator fo r  a  d if fe ren t  
p rocedure .
8063. Arndt. 43-5, 33 F it 430. Jan . 
j  amended by Amdt. 45*13. 40 FR 
.1.1601)

laplay of mark*: gtneril.  
h o p e ra to r  of an  alrcr&ft sha ll  
n t h a t  a i rc ra f t  m arks  consist* 
le  R o m a n  cap ita l  le t te r  "N "  
I United S ta te s  reg is tra tion)  
by th e  reg is tra t ion  n u m b e r  of 
aft. E a c h  suffix  le t te r  used In 
cs displayed m u s t  also be a 
ip l ta l  le t te r .
ien m a rk 3 t h a t  Include only  
an  cap ita l  le t te r  "N” an d  th e  
on  n u m b e r  a re  displayed on 
r  res tr ic ted  category  a i rc ra f t  
m e n ta l  o r  provisionally certlf- 
'craf t ,  t h e  o p e ra to r  sh a l l  also 
n t h a t  a i rc ra f t  n e a r  each  en* 
i th e  cab in  o r  cockpit, In let* 
less t h a n  2 Inches n o r  m ore  
inches In he igh t ,  th e  words
• ••restricted," "exper lm en-  
provlslonal a irw orth iness ,"  as 
may be.
8063. Amdt. 45-6, 33 FU 460. Jan . 
j  amended by Amdt. 46-6, 42 F it 

16,16171

oeatlon of mark* on flxed-wing
ru
• o p e ra to r  of a flxed-wJng air- 
Jl display th e  requ ired  m arks
• th e  vertical ta ll  su rfaces  or  
; of th e  fuselage, e x c e p t  os 
In |  45.29(f).
e m a rk s  required  by para* 
j of th i s  section  sha ll  be  dls- 
follows:

llsplayed on  th e  vertical tall 
horizon ta lly  on  b o th  sur* 

r l io n ta l ly  on b o th  su r fa ce s  of  
vertical tall o r  on  th e  o u te r  
3f a  m ult ivertica l tall. Howev- 
c rn f l  on  which m a rk s  a t  least 
h lghT nny  be d isplayed In ac- 
w ith  f 43.29(b)(1). th e  m a rk s  
isplayed vertically  on  th e  vcr* 
iurfaces.
isplayed on  th e  fuselage sur* 
ixontally on b o th  sides of  th e

l - l a - b d l l u : j j  AM;

C
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fuse lage  be tw e en  t h e  t ra i l in g  edge of 
t h e  wing a n d  t h e  leading edge o f  th e  
h o r izon ta l  s tabilizer .  H ow ever,  If 
eng ine  pods o r  o th e r  a p p u r te n a n c e s  
a re  loca ted  In t n t l  a r e a  and  a re  a n  In* 
tegra l p a r t  o f  th e  fuas laaa  side aur* 
faces, th e  o p e r a to r  m ay  p lace  th e  
m a rk s  on th o a e  pods o r  appurte*  
nances .
f Amdt. 40-6,43 FR 4U02. Aug. 10. 1677)

146.27 Location of markn nonflxed*wlng 
aircraft.

(a) J i o t o r c r a / l  E ach  o p e r a to r  o f  a 
r o to rc r a f t  sh a l l  d isplay  on  t h a t  rotor* 
c ra f t  h o r izo n ta l ly  on bo th  su r fa ce s  of 
th e  cab in ,  fuselage, boom, o r  ta l l  t h e  
m a rk s  req u ired  by ( 45.23.

(b) Airships. E a c h  o p e r a to r  o f  an  a i r ­
s h ip  sh a l l  d isp lay  on t h a t  a i r s h ip  th e  
m a rk s  r eq u ired  by ! 45.23, h o r iz o n ta l ly  
o n —

( 1 ) T h e  u p p e r  su r fa ce  o f  t h e  r ig h t  
h o r izon ta l  s tab il izer  a n d  o n  t h e  u n d e r  
s u r fa c e  of t h e  le f t  h o r iz o n ta l  s tab i l ize r  
w ith  t h e  top  of  th e  m a rk s  to w ard  th e  
lead ing  edge of  each  stab ilizer;  an d

(2) E ac h  s id e  of  t h e  b o t to m  h a l f  o f  
th e  vertical stabilizer .

<c) Spherical balloons. E a c h  o p e r a to r  
of a sp h e r ic a l  balloon sha ll  d isp lay  th e  
m a rk s  requ ired  by f 46.23 In tw o places 
d iam etrica l ly  opposite  a n d  n e a r  t h e  
m a x im u m  h o r izon ta l  c i rc u m fe re n c e  of  
t h a t  balloon.

(d) N oruphcrical balloons. E a c h  o p ­
e r a to r  of r nonsphe r lca l  b a l lo o n  sh a l l  
d isp lay  th e  m a rk s  r eq u ired  by } 45.23 
on  ea ch  side of  th e  balloon  n e a r  Its 
m a x im u m  cross  section  a n d  Immedl* 
a te ly  abo v e -e i th e r  t h e  r igging b a n d  o r  
th e  point* of a t t a c h m e n t  o f  t h e  b a s k e t  
o r  ca b in  suspension  cables.

I Docket No. 2047. 26 FR 3223. M ar. 11. 1664. 
■a am ended by Amdl. 45-1S, 48 FR  11382. 
Mar. 17. 1683)

0 45.29 Size of markl.
(a) E xcep t as  provided in p a r a g r a p h  

<f) o f  th is  sec tion  each  o p e r a to r  o f  a n  
a i r c ra f t  Shall display m a rk s  on  t h e  a i r ­
c r a f t  m e e t in g  th e  size r e q u i r e m e n ts  o f  - 
th is  section .

(b> H eigh t T h e  c h a r a c t e r  m a rk s  
m u s t  be of equn l h e ig h t  an d  o n —

(1) Flxed-wlne a i rc ra f t ,  m u s t  be a t  
le a  1 12 Inches high, e x c e p t  t h a t :

945.29

(1) A n  a i r c ra f t  displaying m i r k s  i t  
le as t  2 inches  h ig h  before  N ovem ber 1, 
1081 a n d  i n  l i r c n f l  m a n u fa c tu re d  
a f t e r  N ovem ber  2, 1981. b u t  before  
J a n u a r y  1, 1983. m ay  d lsp l iy  those  
m a rk s  u n t i l  t h e  a i rc ra f t  is r e p a in ted  or  
th e  m a rk s  i r e  r e p e n t e d ,  res to red ,  o r  
changed ;

(II) M a r k i  a t  le a s t  3 Inches h ig h  m ay  
be d isp layed  on  a  gilder;

(III) M a rk s  a t  leas t  3 Inches h igh  
m ay  be d isp layed  on  a n  a i rc ra f t  fo r  
w h ich  a n  e x p e r im e n ta l  ce r t i f ica te  has  
been  Issued u n d e r  121.191(d) o r  
21 .101(g) fo r  o p e ra t in g  as on e x h ib i ­
t ion  a i r c r a f t  o r  os a n  a m s te u r .b u l l t  
a i r c r a f t  w h e n  t h e  m ax im um  cru is ing  
speed of  t h e  a i r c ra f t  does n o t  exceed 
180 k n o ts  CAS; an d

(Iv) M a rk s  m a y  be d isplayed on  an  
e x h ib i t io n ,  an t iq u e ,  o r  o th e r  a i r c ra f t  
In acco rdance  w ith  j 45.22.

(2) A irsh ips,  sp h e r ic a l  balloons, and  
n o n s p h e r lc a l  balloons, m u s t  be a t  least 
3 Inches h ig h ;  a n d

(3) R o to rc ra f t ,  m u s t  be a t  le a s t  12 
Inches h ig h ,  ex c ep t  t h a t  ro to rc ra f t  dis­
p lay ing  b e fo re  April 18, 1983, m arks  
req u ired  b y  f 45.29(b)(3) In e f fe c t  on 
April 17. 1983, a n d  ro to rc ra f t  m a n u fa c ­
tu re d  o n  o r  a f t e r  April 18. 1983, b u t  
before  D e c e m b e r  31, 1983, m ay d isp lay  
thoae  m a rk s  u n t i l  th e  a i rc ra f t  Is r e ­
p a in te d  o r  t h e  m a rk s  a re  repa in ted ,  r e ­
s to red ,  o r  c h a n g ed .

(c) W id th  C h i r a c t e r s  m ust  be  two- 
th i r d s  as wide s j  th e y  a re  h igh ,  ex c e p t  
th e  n u m b e r  " 1".  w hich  m ust be one- 
s ix th  as  w ide as  i t  Is h igh ,  and t h e  le t ­
te rs  " M "  a n d  " W "  w h ich  m a y  be  as 
wide as t h e y  a re  h igh .

(d) Thickness. C h a ra c te r s  m u s t  be 
fo rm ed  by  solid  lines onc-slx th  as 
th ick  a s  t h e  c h a r a c t e r  is high.

(e) Spacing. T h e  space be tw een  each  
c h a r a c t e r  m a y  n o t  be less t h a n  one- 
f o u r th  of th e  c h a r a c t e r  width

<f) I f  e i th e r  o n e  of  th e  su rfaces  a u ­
th o r iz ed  fo r  d isp lay ing  requ ired  m a rk s  
u n d e r  i  45.25 Is la rge  en o u g h  fo r  dri- 
piny of  m a rk s  m ee t ing  th e  size r e ­
q u ir e m e n ts  o f  th is  section  a n d  th e  
o th e r  Is n o t ,  full-size m arks  sh a l l  be 
p laced on  th e  la rge r  su r laee .  If  n e i th e r -  
su r taco  Is la rge  en o u g h  for full-size 
m arks ,  m a rk s  as  la rge as p rac t icab le  
sha ll  be d isp layed  on t h e  la rger  of th e  
two su rfaces .  If a n y  su r fa ce  a u th o r iz e d  
to  be m a rk e d  by { 45.27 Is n o t  la rge

G85
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en o b g h  f o r  full-ilze m arks,  m ark*  u  
la rge w  p rac ticab le  sha ll  be p laced on 
th e  la rges t  of th e  au thorized  surfaces .

(g) U niform ity. T h e  m a rk s  req u ired  
by th is  p a r t  fo r  flxed-wlng a i rc ra f t  
m u s t  h av e  th e  sam e he ig h t ,  w idth ,  
th ickness ,  and  spacing on  bo th  sides of 
t h e  a irc ra ft .
(Doc. No. 3047, 30 FR  3333, Mar. 11. 1064, u  
nmended by Amdt. 48*3, 31 FR  0803. Ju ly  
21. 1980: Amdt. 48-0. 43 FR 41103, Aug. 18, 
1077; Amdt. 48-13, 48 FR  48804. Oct. 1. 1081; 
Amdt. 46-16. 46 FR  11303, M ar. 17. 1983)

0 48.31 Marking of export aircraft.
A person  w ho m a n u fa c tu re s  an  alr> 

c r a f t  In t h e  U n ited  8 t a tc s  for delivery  
ou ts ide  th e re o f  m a y  display o n  t h a t  
a i rc ra f t  a n y  m a rk s  req u ired  by th e  
S t a t e  of reg is t ry  of th e  a i rc ra f t .  H ow ­
ever. no  person  m ay o p e ra te  a n  a i r ­
c r a f t  so m a rk e d  w ith in  th e  United  
S ta te s ,  excep t  fo r  te s t  a n d  d e m o n s t r a ­
t io n  f l igh ts  fo r  a  l im ited  per iod  of 
t im e, or w hile  In necessary  t r a n s i t  to 
t h e  pu rchaser .

0 46.33 Sale of aircraft; rem oval of marks.
W hen  a n  a i rc ra f t  t h a t  i3 reg is te red  

In th e  U nited  S ta te s  Is sold, t h e  h o ld e r  
o f  th e  C er t i f ica te  o f  A ircraf t  R e g is t r a ­
t io n  sha ll  remove, before  Its delivery 
to  th e  p u rch a se r ,  all U n ited  S ta te s  
m a rk s  f rom  t h e  a i rc ra f t ,  un less  th e  
p u rc h a se r  Is—

(a)  A c  -on of  t h e  U n ited  S ta te s ;
<b) An individual citizen of a foreign 

c o u n t ry  w ho Is lawfully  ad m it te d  for 
p e r m a n e n t  residence In th e  U nited  
S ta te s ;  o r  

(c) V 'h e n  th e  a i rc ra f t  Is to  be based 
a n d  p r im arily  used  In th e  U nited  
S ta te s ,  a  co rpo ra t ion  ( o th e r  t h a n  a 
co rp o ra t io n  w hich  Is a citizen of th e  
U nited  S ta te s )  lawfully  organized  and 
doing business  u n d e r  t h e  laws of th e  
U nited  S la te s  o r  a n y  S ta te  th e re o f .

(Amdt. 48-11, 44 FR 81938. Oct. 29. 10791

PART 47— AIRCRAFT REGISTRATION

Subporf A —Qtntrol _

St*c.
47.1 Applicability.
47.2 Definitions.
47.3 R egistration required.
47.5 Applicants.

babU *  yuVb«bV4U2 I  i f  0
N O .*"? 008

14 CFft Ch. I (1 -1*47  e d it io n )

Sec.
47.7 Unltad States citizens and resident 

aliens.
47.8 Voting trusts.
47.0 C orporations not U.S. citizens,
47.11 Evidence of ownership.
47.13 S ignatures and Instrum ents made by

representatives.
47.16 Identification number.
47.18 Tem porary registration number*.
47.17 Fees.
47.19 FAA Aircraft Registry.

Subpart ft— C«rtlfl<et«i of Aircraft RsglMratlen 

47.31 Application.
47,88 A ircraft not previously registered 

anyw here.
47.33 A ircraft last previously registered In 

th e  United States.
47.37 A ircraft last previously registered In 

a foreign country.
47.39 Effective dele of registration.
47.41 D uration and re tu rn  of C ertificate. 
47.43 Invalid re ilstra tlon .
47.49 Change of address.
47.47 C ancellation of C ertificate for export

purpose.
47.40 Replacem ent of Certificate.
47.61 T rienn ial a ircraft registration report.

Subport C— Oeolsr'i Aircraft Registration 
Certificate

47.01 D ealers’ Aircraft R egistration C ertif­
icate.

47.83 Application.
47.83 Eligibility.
47.87 Evidence of ownership.
47.00 Lim itations.
47.71 D uration  of C ertificate; change of 

sta tus.
a u t h o r i t y ;  S z c b . 307. 313. 501. 503. 505. 

508, and 1102. 72 S la t. 749. 752. 771. 772. 
774. 707: 49 U.S C. 1348. 1354. 1401. 1403. 
1405, 1408. and 1502. and the  Convention of 
th e  In ternational Recognition of R lg ltu  In 
A ircraft; 4 U.S.C. 1830.

Souacc: Dockel No. 7190, 31 FR  4495. Mar. 
17, 1966. unless otherw ise noted.

Subpart A — General

0 47.1 Applicability.

T h is  p a r t  p resc ribes  th e  r e q u ir e ­
m e n ts  fo r  reg is ter ing  a i rc ra f t  u n d e r  
sec tion  501 o f - t h e - F e d e r a l - A v i a t i o n  
Act of 1958 (49 U.S.C. 1401). S u b p a r l  
B app l ies  to  each a p p l lc a n '  for, and  
h o ld e r  of, a  C e r t i f ica te  o f  A ircraf t  
R eg is tra t ion .  S u b p a r t  C applies  to 
ea ch  a p p l ic a n t  for, a n d  h o ld e r  of, a
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Chamber ol Commerce

lOOCuihnutti Stu’fl CKiri -r.Mio'i f . m l u n k v  A l . l s k . i  ' I<17|17

RESOLUTION 1 - 0188

WHEREAS, the Greater Fairbanks Chamber of Commerce is concerned about the economy 
in Fairbanks, and

WHEREAS, the federal govenment frequently institutes regulations and laws which 
have detrimental effects on the economy, and

WHEREAS, the International Cessna 170 Association has chosen to convention in 
Fairbanks during July 1988, with an expected attendance of 100 airplanes 
most of which will be Cessna 170s ranging in age from 32 to 40 years 
old, and

WHEREAS, the Federal Aviation Administration has recently instituted a regulation 
requiring 12 inch registration numbers on aircraft penetrating the 
Alaska Domestic Air Defense Identification Zone or the Distant Early 
Warning Indentification Zone, and

WHEREAS, the reason for requiring 12 inch numbers is to assist Customs in i- 
dentifying aircraft suspected of running drugs across ADIZs or DEWIZs, 
and

WHEREAS, these regulations will likely have a negative impact on the number 
of tourists coming to Alaska by aircraft, for the Cessna 170 Convention 
and other purposes,

THEREFORE BE IT RESOLVED, that the Greater Fairbanks Chamber of Commerce supports 
the repeal of regulation FAR 45.21 (h) requiring 12 inch numbers for 
Alaska, and its companion regulation FAR 45.11 (a) and (d), and

BE IT FURTHER RESOLVED, that if the regulations cannot be repealed for Alaska 
then a special blanket exemption be granted for the International Cessna 
170 conventioneers.



Incroduced by: City Council Members
Date: January 11, 1988

RESOLUTION NO. 2921

A RESOLUTION IN SUPPORT OF THE REPEAL OF 
FEDERAL AVIATION REGULATION (FAR) 45.21 
(h) AND 45.11 (a) and (d).

WHEREAS, the Greater Fairbanks Chamber of Commerce is concerned 

about the economy in Fairbanks, and

WHEREAS, the federal government frequently institutes regulations 

and laws which have detrimental effects on the economy, and

WHEREAS, the International Cessna 170 Association has chosen to

convention in Fairbanks during July 1988, with an expected attendance

of 100 airplanes most of which will be Cessna 170s ranging in age from

32 to 40 years old, and

WHEREAS, the Federal Aviation Administration has recently 

instituted a regulation requiring 12 inwb registration numbers on

aircraft penetrating the Alaska Domestic Air Defense Identification Zone 

or che Distant Early Warning.Indentification Zone, and

WHEREAS, the reason for requiring 12 inch numbers is to assist

Customs in identifying aircraft suspected of running drugs across ADIZs 

or DEWIZs, and

WHEREAS, these regulations will likely have a negative impact on 

che number of tourists cooing to Alaska by aircraft, for che Cessna 170 

Convention and other purposes,

NOW, THEREFORE, BE IT RESOLVED THAT THE CITY COUNCIL OF THE CITY OF 

FAIRBANKS, ALASKA supports che repeal of regulation FAR 45.21 (h)

requiring 12 inch numbers for Alaska, and its companion regulation FAR

45.11 (a) and (d), and



BE IT FURTHER RESOLVED, chat if the regulations cannot be repealed 

for Alaska then a special blanket exemption be granted for the 

International Cessna 170 conventio""“rs.

PASSED and APPROVED '.his lith cay of January, 1988.

ATTEST:

-Q- n n
NORMA J. MARKS, Acting City Clerk

MIS:RES0 2921:njn

Page 2



News:
U.S Department 
of Transportation

Federal Aviation 
Administration

Office of Public A lta rs  
Alaskan Region 
7 0 1 C Street. 8 0 * 14 
Anchorage. Alaska 99513 
(907J 271-5296

FOR DHEDIATE RELEASE 
September 30f 1987 
#87-35

contact: Paul Steucke

LARGER AIRCRAFT NUMBERS REQUIRED

Effective December 8, 1987, all aircraft entering into the Alaskan 
ADIZ or DEWIZ (Alaskan Air Defense Identification Zones) north of 
Yakutat, will be required to have 12 inch high identifying registration 

numbers and letters on the outside of the aircraft (map attached). 

Previous regulations required the letters and numbers to be at least 3 
inches high. The major purpose of the larger numbers is to allow law 

enforcement officers patrolling coastal areas to identify suspect 

aircraft which might be carrying drugs into the country. For example, 
aircraft flying to Anchorage from Juneau will require the larger 

numbers because they are penetrating the zones. This also includes 
flights from Canada into central and northern Alaska.

Secretary of Transpo;*tation Elizabeth Dole announced the new rule 
which contains three major provisions, on September 17, 1987.

The first new requirement is that all aircraft flying through off­
shore air defense Identification zones display 12 inch high nationality 
and registration marks ("N numbers"). The second requires aircraft to 
have an externally mounted Identification plates. The third requires 
that aircraft modified with supplemental ftiel tanks, \fhich were 
installed in compliance with FAA regulations, carry authorization for 
the modification aboard the aircraft.

Dole said, "The larger markings will.make it easier for law 
enforcement officers to identify suspect aircraft, and the external 
identification plates will help authorities to identify aircraft that 
have been stolen arid possibly used to smuggle drug3 into the U.S.".



-2- FAA News Release #87-35, 9-30-87
Current FAA regulations allow some aircraft to display N-numbers 

only three inches high, which makes them difficult to read at a 
distance. Although the FAA rules were changed in Nov. 1981 to require 
the display of at least 12 inch high marks, the smaller markings were 
allowed to continue until the airplane was repainted or the numbers 
changed.

The new rule overrides this past exception and requires display of 
the 12 inch numbers when an aircraft is penetrating an Air Defense 
Identification Zone or Defense Early Warning Identification Zone, where 
U.S. Customs agents, the Coa3t Guard or other law enforcement aircraft 
are most likely to attempt air-to-air identification. These zones cover 
all of Alaska north of Yakutat, including the Alaska-Canada border.

Haps of these zones are in the Alaska Airmen Supplement. Pilots 
seeking additional information should contact their local FAA Flight 
Standards District Office.

The identification data plates must be readable to a person 
standing outside the aircraft when it is on the ground, this will 
allow law enforcement officers to cross check the serial number of an 
aircraft with FAA records to determine if the N numbers had been 
changed in order to conceal the ownership of the aircraft or hide the 
fact that it had been stolen. This now can be done only by gaining 
access to the interior of some aircraft.

The new requirement that aircraft operators carry documentation 
covering the installation of extra fuel tanks also will help identify 
suspect aircraft used in smuggling operations.

0 # #
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BY DAVIS, KOPONEN, BOY£R, ‘ 
FRANK, MILLER, SUND, PEARCE 

IN THE HOUSE AND DAVIDSON
HOUSE JOINT RESOLUTION MO. 50

3 IN THE LEGISLATURE OF THE STATE OF ALASKA
■i FIFTEENTH LEGISLATURE - SECOND SESSION
51' Requesting the Congress to remove the
a Highway Trust Fund and the Airport and
7 Airvay Trust Fund from the Unified
3 If Federal Budget.
91 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA;
!0 WHEREAS the Alaska Legislature believes it is inappropriate that the

dedicated trust funds for highways and airports are subject to the Unified 
'2 Federal Budget process; and

WHEREAS the highway and airport trust funds are funded by user foes
4 collected in advance of expenditure and are dedicated to highway and air-
15 port improvement programs; and
16 WHEREAS, at the national level, the Highway Trust Fund can support an
'7 annual spending level of over $15,000,000,000 and the Airport and Airway 
13 Trust Fund can support an annual spending level of $5,000,000,000; and
9 WHEREAS inclusion in the Unified Federal Budget has limited appro-

20 printions from the Highway Trust Fund to less than $13,000,000,000 a year
21 and appropriations from the Airport and Airway Trust Fund to approximately
22 $3,500,000,000 a year; and
23 WHEREAS the inclusion of appropriations from the highway and airport

trust funds in the Unified Federal Budget prevents Alaska from receiving34

25 $20,000,000 each year in highway funds and $6,000,000 each year in airport
281 funds to which the state is entitled; and
27 WHEREAS reductions in highway and airport transportation trust fund
28 appropriations hamper Alaska's, as well as the other states', ability to
29 address identified, critical transportation needs; and
H h

HJR050A -1- HJR 50
'  7  :* ■*- f

— • zL' n engrossed



3

4 i

''vPF.RF.AS the *nnn<*" In the hlghvav nr.d airport 'ruat "urds r«naot b* 
transferred to other programs included in the Uoicied Federal ?udge»t» and 

UUFRFAS llwfrnriona on highway and airport trust fund expenditures 
reduce onlv the tot.il ‘('dural budjret bur do not result in a real reduction 

0 if ;  *rh° r e d f f r a ' d e f i c i t  i

BK TT RESOLVED that the Alaska State T e glair tur<* reancctr'u1 lv requests 
che Congress to remove the UlghWAv Trust Fund arri the Airport end Alrwa-*' 
Trust Fund ^rom the Unified Federal Hude*t.

COPIES of this resolution ahall be sent to the Honorable Ronald 
Ffeaptr., President the United Ctar«»dj to the Honorable 0*orge Bush, 
Ulce-Prestdenr of th<» United StnteK and President of the T?.S. ^eratej the 
•!or;oreblc Uanjej V. Burnley IV, Secrntarv Trar.soortationi >-h*» Honorable 
t 1 ie  Vrigbr, Speaker the U.S. House of Representatives i and to the
’.lor n  able Ted Stevens end the Honorable Frank Furkowski, U.S. Senators, and

: 5 •:hc r’cr* or able Don Yeung> U.S. Representative, ■n«Mrfce-'*«; of the Alesha
dt'lacf.tion in Congress.

..a 

26 

27 

23 
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STATE OF ALASKA 
1988 LEGISLATIVE SESSION

REQUEST:_________________

BILL VERSION
No. 1

HJR 50
PUBLISH DATE: HOUSE 2/11/88

FISCA L NOTE

Revision Date:_______________________
Title: Remove Highway Trust Fund 
from Unified Federal Budget 
Sponsor: Davis____________________
Requestor: C a t-n

Agency Affected: D O T /P F  
B R U :____________________

Components :.

EXPENDITURES/REVENUES: (Thousands ofDollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL r> 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL . . n . ±  ... n .L1 .. .. o 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
The Department supports the concept of removing the Highway Trust 
Fund and the Airway Trust from the Unified Federal Budget. There 
is no fiscal impact to the Department of Transportation and 
Public Facilities.
Prepared by: Ron Lind. Director _________________ Phone: f,65~ ^ 71
Division: Plans, Programs and Budget ______  Dale. a-3-BB

Approved by Commissioner: Mark S. Hickey hj ̂  _____ jy3[e
Agency : DOTS PF__________________________________
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page — 1—  of



Rep Davis 
February 18, 1988

QUESTIONS AND ANSWERS ON HJR 50 
HIGHWAY AND AIRPORT/AIRWAY TRUST FUNDS

1. What types of user fees generate the revenue for the 
funds?

The highway fund comes primarily from gasoline and diesel fuel 
taxes, and miscellaneous truck purchase and use taxes. The 
airport fund comes from aviation fuel, and passenger ticket 
and departure taxes.

2. How are the states' shares determined?

There are complex formulas for each fund. The formulas are 
based on factors such as the population and the size of the 
highway or airway system of each state. They are not based on 
states residents' payments into the trust funds.

3. How is the fund money used in Alaska?

The highway and airport/airway funds are the primary sources 
of federal receipts in the D.O.T. budget. For example, the 
highway fund provides the 90-10 matching funds for new roads.

4. How much money is at stake for Alaska?

Over $20 million in highway funds and $6 million in airport 
funds. If Congress appropriated the full amount the Highway 
Trust Fund could support in 1987, Alaska would have received 
$153 million instead of $128.8 million. The Airport and 
Airway Trust Fund can support an annual spending level of 
$5 billion, but the Unified Federal Budget has limited 
appropriations to approximately $3.5 billion, costing Alaska 
$6 million.

5. Is the federal limitation on expenditures from the funds a 
new problem this year?

No. Congress has denied expenditure of the full, available 
funds for several years.

- more -



6. Why dees Congress restrict use of the funds?

Possibly because keeping money in the funds reduces the 
federal deficit on paper. However, since these are dedicated 
monies, they cannot be transferred to pay for other programs.

7. How will this resolution affect attempts by more populous, 
developed states to change the distribution formulas?

Separating the trust funds from the Unified Federal Budget may 
reduce the impetus to change the formulas, since all states 
would benefit from an increase in funding.

Separation will not increase the risk to the formulas. The 
Northeast/Midwest Coalition tries to change the distribution 
formulas when the trust funds come up for reauthorization 
every five years. The formulas are not dealt with in the 
annual budget process. Therefore, an attempt to change the 
appropriation mechanism by removing the trust funds from the 
Unified Federal Budget should not subject the formulas to 
change. In the opinion of Cohn Katz, special counsel to the 
Governor in Washington, D.C., separating the funds will not 
put the distribution formulas in greater jeopardy.



STATE OF ALASKA BILL V E R SIO N : H J R  5 0
1988 LEGISLATIVE SESSION PUBLISH D A T E :_____________

npnrlpCT FISC A L  N O TE
R E Q U E S T : ___________________________________

Revision Date* Agency Affected: D O T / P F
T i t le : R e m o v e  H i g h w a y  T r u s t  F u n d  BRU : __________________________________
from Unified Federal Budget
S ponsor: . P a  V I S ----------------------------------------------- Components :.
R equestor: C o t- o ________________________________  _____________

E X T E N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

F U N D IN G : (Thousands o f Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL n n n 9 0 .  <>
P O S IT IO N S :

FULLTIME
PART-TIME
TEMPORARY

A N A L Y SIS  : (Attach a separate page if necessary)

The Department supports the concept of removing the Highway Trust 
Fund and the Airway Trust from the Unified Federal Budget. There 
is no fiscal impact to the Department of Transportation and 
Public Facilities.
Prepared b y : . R O D  L in < L . .  P . i . r e g t o r ------------------------------------------------------------------------------------------- P h o n e :

Division: Plans, Programs and Budget ______ Date. 2-5-8 8

Approved by Commissioner: Mark S. Hie key
Agency: DOT&PF____________________ 28E D ate:

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page



Alaska State Legislature
Representative Mike Davis District 19
P.O. Box v 
Juneau. Alaska 99811 
(907) 456-4930/4941 Fairbanks, Alaska 99708 

(907) 456-8161

Inlcrim Office: 
P.O. Box 81435

TO: Sen. Lloyd
Chairman, Senate Transportation Committee 

FROM: Rep. Mike Davx^A /
DATE: February 22,
RE: HJR 50

HJR 50, has been referred to the Senate Transportation 
Committee. This legislation asks Congress to remove the 
Highway Trust Fund and the Airport & Airway Trust Fund from 
the Unified Federal Budget. Attached is a packet on the 
resolution for your committee files.

The Senate Transportation Committee heard SJR 59, the Senate 
companion to HJR 50, on February 18. I would appreciate your 
scheduling HJR 50 at your earliest convenience so its message 
can be sent to Congress during the federal budget 
deliberations.



P.O. Box V 
luncau, Alaska 99811 
(907) 456-1930/4941

Alaska State Legislature
Representative Mike Davis District 19

Interim Office: 
P.O. Box 81435
Fairbanks, Alaska 99708 
(907) 456-8161

TO:
FROM:
DATE:
RE:

Senate Transportation Committee 
Rep. Mike Davis 
February 24, 1988 
HJR 50

HJR 50 asks the Congress to remove the Highway Trust Fund and 
the Airport and Airway Trust Fund from the Unified Federal 
Budget.

The highway and airport trust funds receive their revenue from 
user fees and are dedicated to highway and airport improvement 
programs. The funds are the source of most federal matching 
money in the Alaska Department of Transportation budget.

Inclusion of these two funds in the Unified Federal Budget has 
subjected them to federal budget reduction acts. However, 
monies in the trust funds cannot be spent on other areas of 
the budget because they are dedicated. Therefore, the highway 
and airport/airway funds accumulate a surplus while the 
critical transportation needs of the states may go 
unfulfilled.

I introduced HJR 50 at the suggestion of the Alaska Department 
of Transportation. Passage of this legislation will encourage 
Congress to separate the trust funds from the Unified Budget 
and allow the states' formula to be fully funded.



Highway /  
Bulletin________
THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA 
1957 E Street, N.W. Washington, D.C. 20006 (202)393-2040

Highway Bulletin-86-6 
February 21, 1986

TO: Highway Members of the Board of Directors
Highway Chapter Presidents and Vice Presidents
AASHTO-AGC-ARTBA Joint Committee
Asphalt Pavement Committee
Federal Highway Administration Committee
Highway Bridge Committee
Transportation Policy Committee
Chapter Managers

SUBJECT: AGC Testimony on Administration's Highway Bill

Attached# for your information/ is the testimony presented 
on February 19 before the House Surface Transportation Subcommittee 
in which Highway Division Chairman James W. Supica presented 
AGC's views on the Administration’s proposed legislation extending 
authorizations for the Federal-aid highway program.

Among other things, Mr. Supica's testimony expressed AGC's 
opposition to the Administration's suggested highway program 
funding levels and its proposals to cap the minimum allocation 
program and to allow Federal-aid Secondary, Urban and non-Primary 
Bridge funds to be used for transit purposes.

Mr. Supica expressed AGC’s support for removing the current 
tax exemption for gasohol and for relaxing federal toll policy, 
as advocated by the Administration. He renewed AGC's call for 
removing the Highway Trust Fund from the federal unified budget.

Chairman Supica also commended the Administration for submitting 
authorizing legislation to Congress, which at this point does 
not recommend a continuation of Section 105(f), the ten percent 
Disadvantaged Business Enterprise requirement of the 1982 Surface 
Transportation Assistance Act. He expressed AGC's continuing 
and strong opposition to this "unworkable and discriminatory 
requirement."



-  2 -

Comparison of Apportionments Under Current Law and Administration's 
Proposals

Also attached, for your information are two apportionment 
tables. The first table shows how Federal-aid funds were 
apportioned among the states this year, FY 1986, based upon 
current law (i.e., $15.3 billion in authorizations and no cap 
on the 85 percent minimum allocation program). The second table 
indicates how each state would fare in FY 1987 under the Administra­
tion's proposed highway legislation, which contains highway 
program authorizations of $12.8 billion and a $250 million cap 
on the minimum allocation program. (Note: The tables do not 
include authorizations for Federal Lands programs, Emergency 
Relief or discretionary funds.

As can be seen, under the Administration's bill every state's 
apportionment would be reduced from this year's level, with 
the 85 percent states' apportionments being particularly affected.

S i n c e r e l y ^

jfth tr kT Gentille 
^Director
Highway Division

cc: James W. Supica, Chairman, Highway Division
David A. McCosker, Vice Chairman, Highway Division

Attachments



the budget are simply more significant to a healthy economy 
in the long-term than others. An important case in point is 
investment in the nation's transportation infrastructure. The 
long-range impact on the nation's economy of failing to go forward 
with vital transportation infrastructure projects cannot be 
ignored.

The loss to the economy of allowing continued deterioration 
of our transportation infrastructure has already been clearly 
demonstrated. Those losses are measured by lost economic output, 
fewer jobs and lower consumer spending for each household.

These negative effects, enormous as they are, are only 
part of the costs which would be inflicted on the economy.
Every infrastructure repair delay adds to the eventual cost 
of that repair. AGC believes that judicious pruning of federal 
spending should be undertaken where the maximum savings can 
be achieved while sacrificing the least in terms of the country's 
future economic potential. Unfortunately, the Administration's 
legislative proposals fail to recognize this.

Sacrificing proven and much-needed transportation infrastructure 
investments for supposed short-term deficit reduction gains 
will only serve to saddle future generations with a low-growth 
economy and create a transportation system burdened with much 
greater repair and replacement costs. Those future generations 
will be penalized, as they will at some point be forced to 
foot the much greater transportation infrastructure repair bill 
they will inherit as a result of this generation's fiscal 
shortsightedness.

Mr. Chairman, I would like to take this opportunity, on 
behalf of AGC's entire membership, to commend this Subcommittee, 
and its parent Committee, for the leadership they have shown, 
especially over the last several years, in preserving and enhancing 
this nation's highway transportation system. That leadership 
was convincingly displayed in 1982 with passage of the Surface 
Transportation Assistance Act, truly a landmark piece of 
legislation. Leadership was again shown, in the first session 
of this Congress, through your efforts to remove the transportation 
trust funds off-budget. AGC strongly believes this to be the 
only real long-term solution to the continuing problem faced 
by these funds, and the vital infrastructure improvement programs 
they support, which is that they are used either for the purpose 
of understating the size of the federal deficit, or for the 
purpose of increasing spending for other general funded programs.

&Cc facrJZ'
Mr. Chairman, to remove fcfiese funds ffom the unified budget 

is, quite simply, to be fair /to thg^American people who pay 
the user fees which support 4bem. *> Tlrcee years ago the American 
people supported an increase in those user fees —  not to helo 
bala-1'''*- the federal budget; rathe*-, they supported the increase 
based upon the promise of this Administration that those additional 
revenues would be dedicated to much-needed transportation
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Comparison of Apportionments Under Current Law and Administration's 
Proposals

Also attached, for your information are two apportionment 
tables. The first table shows how Federal-aid funds were 
apportioned among the states this year, FY 1986, based upon 
current law (i.e., $15.3 billion in authorizations and no cap 
on the 85 percent minimum allocation program). The second table 
indicates how each state would fare in FY 1987 under the Administra­
tion's proposed highway legislation, which contains highway 
program authorizations of $12.8 billion and a $250 million cap 
on the minimum allocation program. (Note: The tables do not 
include authorizations for Federal Lands programs, Emergency 
Relief or discretionary funds.

As can be seen, under the Administration's bill every state's 
apportionment would be reduced from this year's level, with 
the 85 percent states' apportionments being particularly affected.

Sin/orely/l

jftShtf kT Gentille 
director
Highway Division

cc: James W. Supica, Chairman, Highway Division
David A. McCosker, Vice Chairman, Highway Division

Attachments



I am James W. Supica, a highway contractor from Lenexa,
Kansas. I am here today in my capacity as Chairman of the Highway 
Division of the Associated General Contractors of America.
I am accompanied by Highway Division Staff Director John Gentille.

The Associated General Contractors of America and its 110 
chapters nationwide represents more than 32,000 firms, including 
8,400 of America's leading general contracting companies which 
are responsible for the employment of more than 3,400,000 
individuals. These member contractors perform more than 
80 percent of America's contract construction of highways, airports 
commercial buildings, industrial and municipal-utilities facilities

Mr. Chairman, I welcome this opportunity to present AGC's 
views on the impact of the Administration's budget and legislative 
proposals on the Federal-aid highway program. I believe,
Mr. Chairman, the overall impact was succinctly and correctly 
summarized by you when you recently stated on the Floor of the 
House that the Administration's transportation budget "would 
devastate the nation's highway program which is of such critical 
importance to a healthy economy."

It accomplishes this most undesirable result through proposed 
legislation containing highway program funding levels which 
are significantly below current law, which are inadequate to 
meet the capital needs of the Federal-aid system and which do 
not adequately reflect the fiscal ability of the Highway Trust 
Fund to support the highway program.

In submitting the Administration's draft legislation to 
the Congress, Transportation Secretary Dole stated that the 
bill's spending levels "are in response to the decision by the 
President and the Congress to take steps that are necessary 
to reduce the Federal deficit."

Mr. Chairman, AGC respectfully disagrees. By not allowing 
the expenditure of Highway Trust Fund dollars, the Administration 
will not reduce the type of government spending which is contributi 
to the federal deficit. It will merely delay the expenditure 
of dedicated user fee revenues which have already been collected, 
are sitting in the Highway Trust Fund and which, by law, can 
ultimately only be spent for highway improvements.

Spending on our nation's highway system has never contributed 
a penny to the deficit. It cannot. User fees are collected 
from the nation's highway users, placed in the Highway Trust 
Fund and dedicated by law to be spent on the nation's highway 
system. The Highway Trust Fund is in reality a very simple 
and efficient balanced budget account.

Moreover, it must also be understood that some items in
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the budget are simply more significant to a healthy economy 
in the long-term than others. An important case in point is 
investment in the nation's transportation infrastructure. The 
long-range impact on the nation's economy of failing to go forward 
with vital transportation infrastructure projects cannot be 
ignored.

The loss to the economy of allowing continued deterioration 
of our transportation infrastructure has already been clearly 
demonstrated. Those losses are measured by lost economic output, 
fewer jobs and lower consumer spending for each household.

These negative effects, enormous as they are, are only 
part of the costs which would be inflicted on the economy.
Every infrastructure repair delay adds to the eventual cost 
of that repair. AGC believes that judicious pruning of federal 
spending should be undertaken where the maximum savings can 
be achieved while sacrificing the least in terms of the country's 
future economic potential. Unfortunately, the Administration's 
legislative proposals fail to recognize this.

Sacrificing proven and much-needed transportation infrastructure 
investments for supposed short-term deficit reduction gains 
will only serve to saddle future generations with a low-growth 
economy and create a transportation system burdened with much 
greater repair and replacement costs. Those future generations 
will be penalized, as they will at some point be forced to 
foot the much greater transportation infrastructure repair bill 
they will inherit as a result of this generation's fiscal 
shortsightedness.

Mr. Chairman, I would like to take this opportunity, on 
behalf of AGC's entire membership, to commend this Subcommittee, 
and its parent Committee, for the leadership they have shown, 
especially over the last several years, in preserving and enhancing 
this nation's highway transportation system. That leadership 
was convincingly displayed in 1982 with passage of the Surface 
Transportation Assistance Act, truly a landmark piece of 
legislation. Leadership was again shown, in the first session 
of this Congress, through your efforts to remove the transportation 
trust funds off-budget. AGC strongly believes this to be the 
only real long-term solution to the continuing problem faced 
by these funds, and the vital infrastructure improvement programs 
they support, which is that they are used either for the purpose 
of understating the size of the federal deficit, or for the 
purpose of increasing spending for other general funded programs.

Mr. Chairman, to remove bfiese funds fbom the unified budget 
is, quite simply, to be fair /to th^American people who pay 
the user fees which support 4hem. Tn£ee years ago the American 
people supported an increase in those user fees —  not to help
balan-"'-- the federal budget; rathe”, they supported the increase 
based upon the promise of this Administration that those additional 
revenues would be dedicated to much-needed transportation
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infrastructure improvements. AGC believes the Administration's 
draft legislation breaks that promise by proposing highway program 
authorization levels which are inadequate and which will result 
in the current $10 billion Highway Trust Fund balance growing 
to $17 to $18 billion by 1990.

AGC has repeatedly testified that the balance in the Highway 
Trust Fund ought to be reduced to the minimum level necessary 
for cash flow purposes. The Administration's draft legislation 
gojs in the opposite, and wrong direction. In preparing the 
1986 highway legislation AGC urges this Subcommittee to reject 
the highway program obligation and authorization levels being 
advanced by the Administration. Clearly, Highway Trust Fund 
revenues can support obligations in excess of $12.4 billion 
in 1986, and the Trust Fund will support highway program authori­
zations which are greater than $12.8 billion in the immediate 
years ahead.

Mr. Chairman, at this point I would like to make AGC's 
position clear on the issue of funding levels. If it came down 
to a choice between a four-year bill containing the inadequate 
authorizations proposed by the Administration and a simple, 
one-year extension of the current program, at 1986 funding levels,
AGC would opt for the latter. AGC naturally supports multi-year 
program authorizations. The states' ability to intelligently 
plan depends on the program certainties provided by such legislation. 
However, AGC's support for long-term legislation diminishes 
considerably when the legislation proposes funding levels which 
are inadequate to meet the capital needs which must be met, 
which will not go away if left unmet, but will only grow in 
scope and eventual cost to repair.

At this point, Mr. Chairman, I would like to briefly turn 
to AGC's views on some of the specific provisions contained 
in the Administration's draft legislation —  and one specific 
provision which is not contained in the Administration's bill.
Combined Interstate Construction/4R/Primary Program

Merging the Interstate construction, Interstate 4R and 
Primary programs into a single program to provide the states 
with increased flexibility to address critical program needs 
and complete high-priority work makes a great deal of sense.
AGC believes, however, that any benefits to be derived from 
such a program restructuring will be more than offset by the 
fact that the Administration's legislation proposes to reduce 
the funding for these categories by 20 percent, from 
$9.7 billion to $7.8 billion per year. Moreover, the Administra­
tion's bill proposes to end the 1/2 percent minimum guarantee 
for Interstate construction funds. AGC supports retaining this 
provision.



Minimum Allocation
AGC supports continuation of the minimum allocation guarantee, 

on a permanent basis, at at least the 85 percent level, with 
obligations under the program remaining outside the obligation 
ceiling. AGC strongly opposes capping the minimum allocation, 
as proposed by the Administration. This program is based in 
equity and fairness, and capping it undermines those principles.
Highway and Transit Block Grant

With regard to the Administration's proposed highway and 
transit block grant, to provide states and localities with increased 
flexibility to address transportation needs is one thing. But 
to further open the Highway Trust Fund door to diversion to 
transit on a grand scale is quite another. Not only would the 
Administration's block grant proposal allow states and localities 
to spend $2.2 billion in highway and bridge funds on transit 
each year, it would require those obligations to be deducted 
from the states' available highway program obligational authority. 
Such a double diversion would further devastate the highway 
program and AGC strongly opposes this proposal.
Interstate Substitutes

AGC also opposes the Administration's proposal to significantly 
reduce autnorizations for the Interstate substitute highway 
program, while at the same time funding Interstate substitute 
transit projects out of the Highway Trust Fund. If substitute 
transit projects have to be funded from the Trust Fund, let 
them be funded out of the Fund's mass transit account. They 
ought not to be funded at the expense of much-needed highway 
and bridge improvements.
Motor Carrier Safety Assistance Program

With regard to the Motor Carrier Safety Assistance Program,
AGC believes that funding this program annually at $50 million 
out of the Highway Trust Fund is yet another serious diversion 
of Trust Fund resources. This program, regardless of its funding 
level, ought to be general funded.
Bridge Repair and Rehabilitation Program

To highlight the nation's growing bridge needs, AGC believes 
a separate, adequately-funded Federal Bridge Repair and Rehabilita­
tion Program should be continued and adequately funded in future 
highway legislation. The Administration's bill may propose 
to continue the Bridge Program, but it certainly doesn't recommend 
adequate funding levels. It proposes to cut funding by close 
to 40 percent, from $2.05 billion to $1.25 billion per year, 
and to limit the availability of the funds to bridges on the 
Primary system. The remaining funds would be placed in the 
proposed block grant where they could be used for either transit
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or non-bridge related highway purposes.
Repeal of Tax Exemptions

AGC strongly supports the Administration's call for an 
end to the current tax exemptions for gasohol, methanol and 
ethanol. AGC strongly believes that subsidizing the gasohol 
industry at the expense of the nation's highways and bridges 
it not sound public policy. It violates the user fee principle 
of the highway program, and the Highway Trust Fund simply cannot 
afford it. If the gasohol industry must continue to be subsidized, 
the subsidy should come from general revenues. A vehicle powered 
by gasohol contributes to the wear and tear of our highways 
and bridges the same as a vehicle powered bv gasoline or diesel 
fuel. Both vehicles should pay their fair share of highway 
user fees. These exemptions should be repealed.
Revisions to Federal Toll Policy

AGC supports a revision to current Federal toll policies, 
as proposed by the Administration, to provide the states the 
discretion of using Federal-aid funds to construct new toll 
highways.
Extension of Section 105(f) of the 1982 STAA

With regard to the extension of Section 105(f), the ten 
percent Disadvantaged Business Enterprise requirement of the 
1982 Act, AGC commends the Administration for submitting to 
the Congress draft legislation, which at this point does not 
recommend a continuation of this unworkable and discriminatory 
requirenrit. I am sure it is no surprise to this Subcommittee 
that AGC is unalterably opposed to an extension of Section 105(f), 
which most unfortunately the House Public Works and Transportation 
Committee has proposed to do in its reauthorizing legislation.

At AGC we believe that it is constitutionally and morally 
improper for the government to grant special preferences to 
individuals just because they happen to be members of a certain 
specially designated racial group, and DBE quota and set-aside 
programs do just that. Moreover, as currently administered 
these programs grant special preferences in a manner which fails 
to provide the recipients with the requisite skills and knowledge 
that will enable them to obtain a permanent and meaningful place 
within the construction industry. The government would do better 
to direct its energies toward establishing long-term, meaningful 
eductional and training programs for disadvantaged individuals, 
rather than creating quick-fix, counterproductive giveaway programs 
such as Section 105(f).

Mr. Chairman, let me conclude my remarks by unequivocally 
stating AGC's position with regard to the extension of 
Section 105(f) of the 1982 Act. AGC will recommend a veto of 
any bill which extends Section 105(f).



FY lybu Apportionments (Cuirunl Law) 
(No Cap on Minimum Allocation)

(Dollars in Thousands)
INTERSTATE HAZARD KR HUY I NT HUY Tl/TAL 851 MIN GRAND

STATE OQMSmJCriOM I-4R PRIMARY SECONDARY URBAN BRIDGE EU MI HAT I ON KINGS TRAMSF. APPORT ALLOCATION TOTAL

U tbM ui 94,151 54,787 44,522 13,463 10,200 36 ,347 3 ,531 3 ,786 0 260,787 0 260,787

A l u k i i t , 201 26.475 79 ,517 35,300 3 .940 4 ,574 990 2,922 0 171,919 0 171,919
A rizona 60,072 64,818 32,688 10.464 10,179 4 ,574 2,656 1,833 355 187,639 0 187,639
A rkansas 11,201 33,189 30,142 11,487 4,811 30,081 2,394 2,866 0 133.171 8 ,4 6 2 141,633
C al I f o m l i 328,241 299,505 177.981 25,506 99 ,786 59.7S2 17,044 11,862 2 ,385 1 ,022 ,069 119,413 1 ,141 ,482

C olo rado 62,768 62,252 35,511 11,574 10,561 20,470 2,763 2,553 10,583 219,035 0 219.035
C o n tac t ic u t 79,574 39,314 26,885 4,011 11,308 42 ,049 2 ,197 1,209 95 ,486 302,033 0 302,033
D alaw ara 18,201 15,515 12,067 3,201 3 ,9 4 0 4,574 990 589 0 59 ,077 0 59,077
O ia t .  o f  C o l. 21,433 15,515 12,067 0 3 ,940 8 ,540 990 261 14,922 77,668 0 77,668
F lo r id a 285,815 110,379 80,148 15.688 37,593 31 .825 7,284 5,814 0 574,546 0 574.546
G to r ^ l i 109,394 107,473 58 ,860 17,171 14,993 41 ,555 4 ,738 5,303 11,100 370 ,587 0 3 7 0 ,5B7
H awaii 90,990 15,515 12,067 3 ,201 3 ,940 4 ,574 990 473 0 131,750 0 131.750
Idaho 29,487 29,008 19,710 8.011 3 ,940 5 ,125 1,443 1.749 0 98 ,473 0 98,473
I l l i n o i s 18,201 111,265 95 ,594 18,442 43,243 61 ,346 8 ,857 9 ,673 86 ,830 453,450 24.765 478,215
In d ia n a 18,201 70,382 55 ,957 14,945 15.661 35 ,167 4,591 6 ,5 8 9 5 ,448 226,942 64 ,102 291,044
Iowa 18,201 42 ,687 38 ,279 14,230 7,168 45 ,227 3,226 4 ,602 30 ,350 203,969 0 203.969
Kansas 18,201 45,421 35 ,432 13,145 6 ,700 48,745 3 ,128 5,604 0 176,376 0 176,376
K antucky 82,902 58,075 42 ,070 13.390 8,014 25,797 3 ,160 3 ,151 0 236,559 0 236,559
L o u is ia n a 192,995 54,908 41 .337 10,948 12,779 43,519 3 ,363 3 ,724 0 363,572 0 363,572
Kaina 18,201 15,515 15,391 5 ,598 3 ,940 6 ,651 990 1,116 0 67,402 0 67,402
M aryland 90,923 46,831 36 ,172 6 ,001 15,503 33,194 2,991 1,802 92 .448 315,865 0 315,865
M aaaachuaatts 145,237 38 ,138 47,484 6 ,3 9 0 21,972 51,709 4 ,027 2 ,332 11,138 328,428 0 328,428
M ichigan 75,680 98 ,383 87 ,948 19,416 29,713 30,524 7,283 6 ,9 5 6 0 355,903 0 355,903
H lnnaao ta 94 ,917 57.724 47.08B 16,217 11,915 29,459 4,132 4 ,946 5 ,012 271,411 0 271,411
M is s is s ip p i 18,201 39 ,729 33,848 11,621 5,025 32,865 2 ,467 2,814 0 146,569 0 146,569
H iaao u rl 18,201 86 ,522 55 ,057 17.124 14.749 83,698 4,565 4 ,899 0 284,815 0 284.815
Montana 18,201 49 ,310 28,395 12,052 3 ,940 10,265 1,382 2,024 0 125,570 0 125,570
Habeaska 18,201 27,246 27,290 10,467 4 ,337 31 ,122 2 ,127 3 ,3 3 0 2,282 126,403 0 126,403
Ha v ads 18,201 27.386 20,129 7.778 3 .940 4,574 1,047 966 0 84,022 0 84,022
Haw llaap ah ira 18,201 15,515 12,067 3,201 3 ,940 12,164 990 771 0 66,849 0 66.849
Haw J a ra a y 131,026 36 ,383 56 ,920 5 ,606 30,267 98 ,505 5 ,052 3 ,231 37 ,429 404,418 0 404.418
Haw M ixico 18,201 52 ,142 27,194 10,504 4 ,144 6.8V1 1,491 1,378 0 121,946 0 121.946
Haw York 323,123 107,515 143,466 19,400 68,194 182,950 12,405 7 ,507 12,053 876.613 0 876.613
N o rth  C a ro lin a 51,985 54 ,342 68 ,902 19,990 12,209 47.981 4 ,846 4 ,712 0 264,967 62 ,462 327,429
N o rth  D akota 18,201 25,754 19,018 7,958 3,940 9 ,234 1,476 3,321 0 88,902 0 88,902
O hio 30,552 134,611 99 ,885 19,632 35,988 62 ,352 8 ,144 8 ,083 15,600 414,888 85 ,847 500,735
O klahoaa 18,737 45 ,477 36,968 12,975 8,769 46 ,033 3 ,268 3 ,892 0 176.118 42 ,202 218,321
Or agon 26,824 47,512 31 ,666 10,979 7,836 17,006 3,314 2 ,592 13,792 161,521 0 161,521
P annay lvan ia 174,391 83 ,687 114,770 24,893 36,980 123,623 8 ,896 7 ,015 12,634 586,889 0 586.869
Rhoda I s la n d 18,201 15,515 12,067 3,201 3 ,940 6 ,658 990 531 63 .117 124,220 0 124,220
Sou th  C a ro lin a 46,859 47 ,226 35,085 10,140 7,238 17,057 2 ,749 3 ,156 0 169,510 9 ,000 178.510
Sou th  D akota 18,201 31 ,913 20 ,357 8 ,620 3 ,940 9 ,901 1,345 2,085 0 96,361 0 96. 101
T annasasa 18,201 77,875 50 ,127 14,811 12,318 76,409 3 .927 3 ,749 22,641 280,058 0 280,058
Taxaa 187,870 248,509 141,140 40,034 50 ,897 75,218 12,369 12,675 0 768.712 198,243 966.966
U tah 68,192 46,948 21 ,020 7 ,147 5 ,540 4 ,574 1,491 1,464 0 156,375 0 15b. 175
V araont 18,201 15,839 12,067 3,201 3 ,940 9 ,121 990 743 0 64 ,102 0 b 4 .107
V irg in ia 154,156 82,792 53 ,910 14.798 15,966 26,720 4 ,170 3 ,2 4 0 2,708 358,460 0 3 6 8 ,4b0
U ashlng ton 163,275 68 ,745 41,745 10,923 13.651 39,164 3 ,662 3 ,508 0 344.673 0 3 4 4 ,b73
Uaat V irg in ia 18,201 23,307 25,241 8 ,278 3 ,940 30,302 1,656 1,969 0 120,893 0 120.B93
U1 aeons in 18,201 41 ,240 51 ,606 15.003 13.269 42 ,587 4 ,302 4,730 0 190,938 35 ,139 226.077
Wyoalng 18.201 41 .280 18,618 7.838 3 ,940 4,574 990 1,095 0 96,536 0 9 6 ,6 )6
P u a rto  R ico 0 15.515 31 ,906 4,304 9 ,462 4.5-»4 2 ,110 907 0 68,778 0 68 778

T ota l 1 Mfl 100 •» in? ono ? 177 Mrt ?77 7fl« n«n 1 879 v  , 196 n?n 188 107 5)8  31) 1 3 )7 8  737 649.636 14,028 174



Estimated Apportionments for FY 1987- Administration's Legislative Proposal
(Minimum Allocation Capped at $250 Million)

(Dollars in Thousands)
WPfED

Ihitr-SThT; ar.u!ts: S IT ruorici: TDTii nudiwi GRAND

STftTI i PR-W.V ELS!. DCS wmsF. 61001 SAKT (IPP0RT 8LLOCATI0H TDTfc.

HiaOW 22,184 3,085 1,81! 0 40.824 223,233 0 225,253

ik.oe? 2.461 664 2,?18 0 42,034 144,368 0 144,388

itriror.3 134,405 2,441 2,514 1,640 71 22,400 143,48? 0 143,48?

fmar.sis # 7 ,re l? .2 l# 2.057 : . s r 0 *»V.ecm* • ms • 118.931 2,430 121,541

C; m O.252 33.0r2 14,8:1 ,1.596 3,347 150.331 l?7.?02 ie,174 944.075

CoIctjco 134.31: 3,370 2.40? 2,385 2,448 33,428 182,734 0 122,754

Carmecucr. 112,13? 17,062 1,915 1,202 43,32? 24,423 200,293 0 200,295

55.92 :.4e l Hi 3*1 0 7,052 42.??: 9 42,991

Cist. & Col. 43,4:3 11,2d Hi 2:1 9,234 3,740 <7.857 0 <7,657

fio ric * 353. av.425 6.415 s ,? r 0 40,5:7 454,747 0 454,•<?

Stcrgu n rv.e .M* IWK 33,74? 4.158 3.345 4.440 44.738 332,094 0 532,096

ita a ii c9.48c 3,84? 644 472 0 9,052 104,723 0 104,725

Icahr 67 »24v 2,4:1 ?.<>« • U«> 1,73? 0 14.643 87.542 0 87,542

IliiK iS 248,::4
• « •• a

7.725 ?,c:4 51,*54 64,155 432,238 0 432,238-

Incian* 15C.?C5 11.300 3,?S5 4,254 *>.A01 4?.?!2 224.430 20,217 244,447

1003 64,40-2 Kt7j ? 2.815 4,575 12,347 44,14* 171,087 0 171,087

KaiHK ?:,?:• 16.539 2,725 5,450- 0 46,14? 143.813 0 143,813

Kuudy 130,041 10,353 2,178 3,145 0 34,844 201,472 0 201,472

Laisiau 295,?89 23,723 2,?34 3,743 0 43,408 277,601 0 277,801

Ibiw 34,8/? 4,837 6:4 1,112 0 12,434 54,144 0 54,144

Itarylanc n « .: 2e 24.9C0 :,:io 1,7*8 43,5?: 3v.5?E 252,414 0 252,414

taM c^seus •«*f. •« i?»?i: 5,314 2,554 6,554 4F,*E2 243,092 0 248,002

fhenigan TSS.Sl-S 8,on 6,554 6,845 r.• 43,03: 323,075 0 323,075

Rimwc;a ;a'l,0?4 •4,243 3,493 4,f:e 1,41* 41,157 227,28: 0 227,284

Riss:ss:»: 81,388 18,243 2,155 2,e70 0 33.124 137,778 0 137,778

Hisiccr: • «**, •< 33,1°: 3, *83 4,821 0 74,941 271,254 0 271,254

flonur.a 83,330 6,243 1,204 0 20.518 115,2(7 0 115,2:7

Hebraic 38.333 e. ?74 1,854 3.307 gi*> 34,132 103,538 0 105,538

He.-aca 32,38: 2.4:1 ?12 •71 *0 13.756 70.48? 0 70.48?

Hcu naftthire 39,el0 4,8?4 644 774 0 12,??1 50.133 0 50,135

He-.1 j t w , lEF.e?; d,:13 4,40-? !  *66 W 6 ̂ 14.4c0 43.147 334.44: 0 33o,444
fitUn%» ,«v̂¥» cs.iT? 4,1? 1,2?* 1,5« 0 17.145 108,274 9 108,274

Hev Yoth 273,<79 •5.441 10,825 7,530 116,824 143,221 <70,513 0 <70,513

North Carolina 159,970 14,217 4,230- 4.7:0 0 59,84? 243,026 2?,745 272,791

Korw 2u:u 47,62: 2,461 1,287 3,327 0 17,584 72,282 0 72,222

Ohio 281,812 2?,212 7,145 7,758 6,2?0 15,124 417.343 11,421 429,945

Oklror.a •07.655 22,*65 2,951 5,354 0 44,116 181,423 5.447 184,890

Oregon °8.0I5 14,41* 2,W0 2,40* 5,308 24,??2 148.443 0 148,443
PttKyivar-a 334,535 46,383 7,744 7,105 4,417 111,784 532,218 0 £2,218

fcnoce Ijiaoc 30,023 2,4el 644 531 2?,3?5 9.052 72,324 0 72,326

5outr. Carolina 112,20-4 10,34: 2,3*8 3,1*5 0 22.334 15c,*77 0 154,977

5ouih Ok o u 53,3?: 3,342 1,171 2.0*8 0 18.148 89,174 0 80,174

Ttnneswe 141.704 4?,S4c * 5,42? 3,731 11,824 32,834 243,410 0 243,419

7ix« 310,134 3?,(2? 10,620 12,602 0 123,414 6*6,fiL* 105,541 800.140

Itah 107.402 2,441 1,524 1,468 0 14,448 127,343 0 127,343
Vemcr.t 50.025 1,7(1 844 748 0 12,087 47.463 0 47,483

V:rgir.:a rr.c-L9 15,544 3,»41 3.2*0 43? 42,3?? 2*2,748 0 292,748

B ir w . jr V * .  16! 38,o04 3,140 3.551 0 32.?:? 280,502 0 280,502
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li;«cw := w.roc4 s |« it 2s,e?4 5,753 4.772 0 44,015 181, 10,565 191,818

Myor.in? (3,0m 2,441 844 '  l.O f4 0 14.408 11.8(3 0 61,843

Weria Rico 52,7?i 2,4(1 1,841 *94 0 15,5(8 73,5*0 0 73,590

TOTfiL 7,(8.130 ?84,405 1-1,00 187.427 379,321 2.194,500 11,564,068 230,000 11,816.068
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HOUSE O F REPRESENTATIVES 
Box V. Juneau. Alaska 99811 
(907)465-2487 • 465-2498

REPRESENTATIVE CLIFF DAVIDSON District 27 Box 746, Kodiak, Alaska 99615

TO: Senate Transportation Committee

FROM: Representative Cliff DafcMllson
DATE: March 3, 1988

RE: HJR 52

The Coast Guard throughout the nation is suffering severe 
budget cuts as a result of the Gramm, Rudman, Hollings Act. 
Consequently the Coast Guard in Alaska is having to trim an 
already bear bones budget.

The people in coastal Alaska rely heavily on the Coast Guard 
for navigational aids, monitoring radio distress calls, safety 
training, and most importantly, search and rescue missions, as 
well as fisheries enforcement patrols.

HJR 52 sends a message to the budget decision makers in 
Washington, D. C. that these proposed cuts are totally 
unacceptable. I ask for your positive and expeditious 
consideration to this matter so vital to all Alaskans.
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Factory ships caught with nets down in Bering Sea
SEA TTLE (A P ) -  Tough 

pcnallles and Increased C oatl 
G uard surveillance arc being 
soughi alter seven Japanese fac­
tory ships reportedly were seen 
fishing illegally in LI S. waters.

Ted Evans, director o f  the 
Alaska Factory Trawlers Asso­
ciation, and Sam tljelle, p resi­
dent o f  G lacier Fish Co., said 
they made videotapes c f  die 
ships iltcy saw Wednesday from 
a privately charted jet about 38 
miles inside the 200-mtle fish ­
e r /  zone and northwest o f A dak 
in the Aleutian Islands.

"This simply confirms what 
we have suspected all a long ,' 
Evans said, 'th a t  there is m as­
sive. calculated foreign fishing 
within die U.S. zone ,'

Ilje lle , whose Seattle com ­
pany operates a factory uawler,

( said overall Japanese fleet sites 
’ in the area and shipments of 
processed seafood lead him to 
believe as much as five million 
m etric tons o f unrcponed fish 
worth as much as 52 billion 
may have been caught in the 
north Pacific Ocean last year -  
more than twice what U.S, sci­
entists say would be a biologi­
cally acceptable harvest.

The Seatde-based trawlers 
group will report the findings at 
a meeting o f the North Pacific 
Fisheries Management Council 
tills week in A nclooge, Alaska, 
along with requests for tough 
penalties and increased Coast 
Guard surveillance. Evans said.

A State Department official 
in W ashington D C. told The 
Seattle Tim es that Japanese 
diplor- ’B were asked for an e»- 
planatron Friday, with further

action unlikely until the unoffi­
cial rcpon Is cortfiimed.

Last year Japanese, Korean 
and other foreign fishing repre­
sen ta tives reported  ca tching  
m ore than  a m illion  metric 
tons, or 2.2 billion pounds, o f 
boltom fish In the 'doughnu t 
hole,* an eapanse o f  interna­
tional w aters covering 4,300 
square miles in the Bering Sea 
where the water is m ote than 
two miles deep.

'N o  way tlrcy're catching all 
that fish in the doughnut hole,* 
Iljelle said. 'F ish  don't like the 
deep water. They school up on 
the edge (of the continental 
shelf, inside the zone) where 
there's lots o f upwclling*

He and others say it is far 
more likely  those fish were 
taken by boats dial slipped in­
side the fishery rone under cover

of darkness or low clouds.
A Coast Guard official In 

W ashington  D.C, said  the 
agency h at simitar suspicions 
and lias often heard unconfirmed 
reports o f  illegal fishing, but 
despite air and sea patrols the 
foreign fleets have never been 
caught with their neu  down.

Last year the C oast Guard 
rcpon spotting as many as 200 
foreign fishing vessels in the 
Bering Sea.

Evans said he, Hjelle and die 
charier pilots had been flying for 
rtve ra l hours when they saw 
some radar blips and dipped be­
neath the 200-foot cloud cover 
in an area the plane's Loran gear 
indicated was 38 miles inside 
the zone.

In three passes they said they 
v ideo taped  seven facto ry  
trawlers, each mote than 200

feet long, fishing on Ulm's 
Plateau, an area of shallow w i­
les known as a productive fish­
ing area. M oments later, juts 
outside the U.S. zone, they 
spotted abou t 20 scattered 
Japanese vessels that appeared In 
have just pulled in their nets ami 
seemed to be processing, Evans 
said.

The Tim es described the 
tapes as grainy In quality out 
dearly  showing nets in the wa­
ter. Evans said he recorded the 
identification numbers o f at 
least three ships, but the hull 
numbers o f tw o others were 
covered by canvas tarpaulins.

Hjelle said the size o f the 
boats indicated they were fishing 
for halibut, turbot or black cod. 
also known as sablefish, rather 
titan pollock o r other less lucra­
tive fish.

O c c a s i o n a l  s a o w  t o n i g h t  wi th  n o r t h w e s t  w in d s  at  20
m p h  a n d  a  l o w  m a r  3 0 .  S n o w  s h o w e r s  to m o r r o w  w i th  a 
h ig h  m a r  3 4 .  R e co rd  h ig h  fo r t h i s  d a f t  Is 44 ,  ast In
1 0 4 2 ;  r i c o r d  l o w  Is - I ,  s i t  In 19 4 7 .  S un se t  to n ig ht  at
5 : 0 4 ;  s u n r i s e  t o m o r r o w  at  9 : 3 4 .  D a y l ig h t :  7  h o u r s ,  24
m i n u t e s .

the Admiral says fish 
Kodiak patrol cuts likely 

daily mirror

6 men overboard off crabber
By K A R E N  DURR 
S ta f f  W rite r  
S is  crewmen abandoned die 

sinking  FV W ayw ard W ind 
early this m orning as a C oast 
G uard  C u tte r , a ircraft, and 
commercial fishing vessels raced 
to die rescue.

Tw o survivors and four bod­
ies have been picked up and re ­
lumed to Kodiak. Officials were 
not releasing any identities at 
p n s s  time.

The men wctc reportedly In 
10-foot seas south of Tugidak 
Island.

Ttio Coast Guard received the 
W ayward Wind's mayday cad at

1:13 a m . Monday, according to 
a K o d ia k  A ir  S ta tio n  
spokesman. She was taking on 
water an J  the crew were putting 
on survival suits.

The Coast Guard launched a 
C -130 w hich pinpointed the 
vessel's Em ergency Locator 
Transmitter signal and guided an 
H-3 helicopter to  die area. 10 
miles south of Tuglilak off Ko­
diak's southernmost lip.

Tw o other fishing vessels 
were on scene this morning and 
others w ere on the way. The 
Coast G uard C u'tvr Uoulwell 
also was to join die search.

T he stee l-hu lled  86-fool

Wayward Wind is homcported in 
Kodiak and is owned by Irish 
Lady Inc. o f Port W illiam s on 
Shuyak Island. Her operator, is 
W illiam 'R ed*  N ielupskl, ac­
cording to City Harbormaster 
records. A mulu-use vessel, she 
w as geared for Tanner entitling.

The search was being con- 
doctcd in 23 knot winds and 10- 
foot seas with blow ing snow, 
the AirSta spokesman said.

In an unrelated case, the 
Coast G uard also m cdcviced a 
crewman o lf  die FV Yardarm 
Knot Fridjy afternoon

Craig P astes, 19. w as taken 
off the vessel.

Boat hull, 2 bodies found 
from FV Cape Karluk

By N E L L  W A A G E
S ta f f  W rite r

Tw o bodies from  the FV 
Cape Kailuk and die wrecked 
hull o f  die boat were found by 
seaiclieri over die weekend,

Authorities h a s t discontinued 
the search for a third crewman 
said to  be aboard when the boat 
disappeared between Jan. 12 and
13.

The body o f  M cilc P. 
A shouwak, 24, w as spotted by 
the C oast G uard search heli­
copter Saturday in Geese C han­
nel and later rocovricd by crew ­
men aboard die Alaska Fish and 
Wildlife Patrol Vessel V jgllanl 
Ashouwak s body w as d ad  In a  
M ustang 's k i f f  suil* o r 'd eck  
suit,* according  to  Ll. Tom  
Sc hw antes o f die FW P. laser in 
the day the body o f  ferry D. 
C hristiansen, 30, was located 
and recovered  Schwantes said

that to  his knowledge Chris- 
liansen was not wearing a sur­
vival nr deck su il

S till m issing is Eugene 
Naumoff. X ,

The C oast Guard initially 
located die wreckage o f the 32- 
fool C ape Karluk Friday In 
Gccsc Channel and was able to 
relocate it Saltvday and direct 
the V igilant to  ll The entire 
cabin and wheel house were 
gone, LL Schwantes said, and 
die (sjrt side from die fish hold 
forward was him away, nuking 
it possib le to  verify that no 
bodira were In the wreckage.

The search was duconUnued 
lair Saturday.

Jeff Peterson. Village Public 
Safely O fficer o f OM llaibor, 
u i .)  the m en, all O ld Haitx* 
restd rn ti, had set o lf  from (he 
village for Moser Bay to pick 
up sense crab peas The boat left 
Moser Bay wound noon on Jan.

12, according to inform ation 
furnished U) the FWP. Tuesday 
evening those aboard the boat 
radioed O ld lliubor they were 
seeking shelter from  severe 
weather in Russian Harbor at 
die southernmost bp o f Kodiak 
Island and esprcled so reach the 
village the nest morning. The 
,VPSO reported die Cape Kailuk 
overdue at around noon die non 
da/.

The Vigilant happened in he 
in Geese Channel at I p m . that 
day when they heard the missing 
hoist report and brgan searching. 
Schwantes said, continuing on 
inks Alitak end Moser Uay. The 
C a u l guard also brgan a  search. 
Sots were rough In the area, 
Schwantes said. A steady wind 
had bulleted die area si 40 miles 
per hour with gusts to  60  die 
two previews days.

Christiansen was owner o f 
the O p e  Karluk.

By K A R E N  D U RR
S taff W rite r
Depending on decisions being made in Washington D.C. soon, 

the Coast Guard is facing some drastic changes. Nationwide die 
service may sustain a  3100 million cut -  about 10 percent o f !a<t 
year's total -  in this y ear's budget, and that cut must be worked into 
a fiscal year that's already more than a quarter pasL

In Alaska's 17th Coast Guard District those changes could be felt 
immediately: a 30 percent cut in cutler operations, 10-15 percent 
cuts in flight lime, moving the buoy tender Swcetbriar from its 
homcport in Cordova to Ketchikan and decommissioning another 
buoy lender, die Planetree.

The Commander o f  the 17th Coast Guard District, Rear Adm. 
Edward Nelson Jr., discussed some o f those impending changes 
during an interview with The Kodiak Daily Slirrar.

M irro r; Wc understand you were given some direction on cuts 
to be made to  the Coast Guard In Alaska.

Nelson: That's something dust was imposed last week, to make 
up the ihortfaU between what we need and what we don't have.

M irro r : But we also understand the Coast Guard has been au­
thorized 5100 million to  come from die Department o f Defense. 
Won't that offset this year's cut?

N elson: W e always do gci some support from the N avy-w lu t 
we would need in the event of a  mobilization. But all I know is den 
additional DOD 3100 million is in kind, not in dollars Two eaam- 
pics would be C-130 parks or fuel. Specifically what kind odiei 
kinds of support 1 could not tell you. W ere still in the process of 
working out what kind o f  support that could tic

If It wasn t for dun 3100 million, it would he a  5200 million 
deficit

M irro r: Whal rcsulctions would be placed on that DOD fund 
m g’

N rlsoo: it would be restricted in the same sense as using 
coupons in a company store. You can  get fuel or parts, but it isn't 
dollars coming across die counter.

M irro r: It seems that every yea: the Coatt Guard goes through 
a  similar process ol being cut drastically and at the last minute 
things work out

Nelson: It's different this year with die Gramm Rudman cuts. I 
don't know where the help is going to  come from since it's gotltn 
past the Congressional stage here. But you're right, eveiy year wc 
spend a lot of time finding rclkf and wc hive had some help txfixe. 
It's very frustrating to  face d tit every year. But we belong to Dc • 
partment of Transportation. If they take somediing out of the De­
partment's budgrl that Is high priority, like mass transit, it had to 
come out o f dust same piece o f pic and we have a  small piece.

M irro r: So * list losses does Alaska face?
Nelson: We were asked what we were going to  do to deal with 

d til kind of reduction. W e knew we're going in lose a  buoy tender 
for some lime The Planetree hasn't gone through the caicnslve re­
habilitation the others have. The need hasn't changed, but we were 
ask cil w here would you make that up.

Another target might have been the F trtbuth. You Can I get into 
personalities, but operations only. W e feel like we can cover the 
needs of A id t to N svigation with the Homer based Sedge or the 

F u tb u ih  out o f Kodiak. If we have to ta le  a loss somewhere ItTI 
have to be the ijwrrlbner.

We’te baling this d a  tsion on operational needs, not on die way 
It's received In the community or who has what facilities.

M irro r: How are you going to handle other cuts?
N rlto a ; W e’ll probably close the MSDs (M arine Safely D r­

u e  hmenu) In Kodiak and 5hka -  that's two men In Kodiak, one in 
Snka •  and phase down die one In V s ld v . Wc might nuke d u t a 
MSD and nos a MSO (Marine Safely Office).

Kenai and K euhtkan b o h  have a much heavier load, ll would be

(S rr  "A d m ira l.*  P ig s  12)
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Admiral discusses cuts
(C o n tin u e d  from  Page 1)
m ore expensive to cover them with transportation costs than, say, 
Kodiak or Sitka.

M irro r :  How about the reported 10-15 percent reduction in air­
craft operations?

N elson: W e knew we were going to have some reduction. K o­
diak was supposed to be getting another C-130, but there was no 
place to hangar it so it's just as well we won't now.

O ther than that, augmentation o f airframe support on patrols is 
to be reduced. Already a bunch of the folks out of the (fishing) as­
sociations in Seattle -  the larger catcher processors, the factory 
trawlers -  have written Sen. Stevens and the North Pacific Fishery 
M anagement Council because they've been concerned we don't have 
enough informau'on on fishing in the doughnut hole.

W e w eren't doing enough before and we'll be doing even less 
with less flight time. Beyond that, we didn't get any mandated cuts.

M ir ro r :  W hat vessel operations may be: affected by these 30 
percent cuts?

N elson: High-endurancc cutters out of Seattle, Hawaii or San 
Francisco and enforcement o f  laws and treaties, readiness exercises, 
fisheries patrols, the Alaska Patrol, special, operations, refresher 
training w ith the Navy.

M irro r :  Specifically the Alaska Fisheries Patrol?
N elson: We like to have two (patrol vessels) on the (fishing) 

grounds all the time. We'll fiat not be able to do that. We'll have to 
com pensate with the Storis out o f Kodiak when we don't have the 
high-endurancc cutters up here. The Storis docs a fine job, but it 
isn't a high-endurance cuucr.

W c usually try to get the Boulwcll on the grounds for 60 days, 
but with search and rescue cases and so on, they'll have less time on 
patrol.

M irro r : And your other training cutbacks?
N elson: We canceled the Sedge out of Homer going on spring 

lefrcshcr training. But we rescheduled her for the fall and that turned 
out better anyways with the extensive turnover of officers due this 
summer. It'll be better in the fall with the.new command.

Tw o other training cxcerciscs are coming up and the plan is to 
send them . It's p ictty  important. It’s not just fighting war, but 
damage control train ing-how  to handc a hole in the side. It's pretty 
im portant for the survival o f a ship.

Training supposedly sticks, but with new people coming along 
all the time it has to  be a constant thing.

W e're looking across all expenses, down to the cost of having a 
phone sitting on a desk in someone's office and to a  large p an  wc 
can stall o ff  somethings we can do without. But in the last few 
years, w e've learned wc can’t do without training too long or it's 
going to turn around and bite you. So we're doing the best wc can 
to maintain that training.

M irro r : W hat's the next step in the decision making process?

N elson: The Departm ent o f Transportation is trying to work 
w ith die W hite House and we're getting pretty good support from 
llic D epartm ent

M irro r : W hen's the final decision due?
N elson: Last w eek wc thought Friday would have the answer. 

But wc still haven’t  heard the word.

B y T h e  A s s o c ia te d  
P re s s
P R O  F O O T B A L L

N E W  Y O R K  -  T he 
D enver Broncos will face the 
W ashington Redskins in Su­
per Bowl XXII on Jan. 31 in 
San D iego as both .te am s 
w ons C onference C ham pi­
o n sh ip s  S unday . D enver 
stopped Cleveland, 38-33, in 
die AFC title  game for the 
second stra igh t season as 
quarterback John Elway threw 
th ree  touchdow n passes. 
W ashington ended the im ­
pressive playoff run of the 
M innesota V ikings, 17-10, 
behind two touchdown passes 
by  q u a r te rb a c k  D ou g  
W illiams.

• N EW  Y O RK  -  Jim m y 
"The G reek’’ Snyder, a self- 
styled oddsmakcr and expert 
on sports, was fired as a CBS 
Sports com m entator S atur­
day, a day after making con­
tro v e rs ia l rem arks abou t 
blacks.

Snyder, 70, who had been 
with CBS for 12 years, said 
in a  television interview that 
b lack athletes were superior 
to whiles because during die 
C ivil W ar "the slave ow ner 
w ould breed his big black 
w idi his big woman so that

Basketball
EA STERN  CO N FER EN C E 
A tla n t ic  D iv is io n

W L Pci CD 
Boston 25 10 .714
Philadelphia 18 17 .514 7
W ashington 12 20 .375 11 1/2 
New York 12 2 3 .3 4 3  13
New Jersey 7 27 .206 17 1/2 
C e n tr a l  D iv ision  
Atlanta 26 9 .743
D etroit 20 11 .645 4
Chicago 20 14 .588 5 1/2
Milwaukee 19 14 .576 6
Indiana 17 17 .500 8 1/2
Cleveland 17 19 .472 9 1/2
W ESTERN  C O N FER EN C E 
M id w e s t D iv is io n

W L Pet GB 
Dallas 21 11 .656
Houston 20 14 .588 2

he would have a hi; 
k id . T h a t’s w here 
started."
G O L F

C A R L S B A D , ( 
Steve Pate was dccl: 
w inner o f  golf's Tom 
o f  Cham pions Sund.v 
scries o f  rain squalls 
out the fourth round 
duccu play to 54 hole' 

D ave H ill, wl 
through three round' 
seniors' com petition 
even t tha t b rings t 
only  the w inners < 
PGA T our titles, o' 
named the winner of I 
50 section o f the tour 

Play had been dclm 
tim es, once by hail, 
Mike Shea o f  the P< 
A llard  R ocn , tour 
chairm an for host L:' 
canceled the final rotm 

Only 12 men in I 
field of 50 had complc 
when the round was 
out. All Sunday scor 
erased.
S K IIN G

D O B B T A C O , It 
S w ed ish  team  w< 
women's 20-kilomcic 
Cup cross country 
Saturday.

The team of Karii 
s tcd t, A n n alcn a  I 
Magdalena Wallin at 
Elena W cslin had a 
lim e o f 53 minut- 
seconds.

An East German t 
second in 53:42.7 
Norwegian squad ux 
54.05.5.
S K A T IN G

P R A G U E , C zr 
v ak ia  -  K a ta rir  
emerged from the I

Top 20 col
How the Assot 

teams fared this w<
1. Arizona (16 

70-54.
2. North Caro! 

ginia 87-62.

V  />



ALASKA CONFERENCE OF MAYORS 

RESOLUTION NO. 88-15

WHEREAS, the United States Coast Guard is suffering severe budget 
cuts; and

WHEREAS, adequate Coast Guard service levels are potentially 
jeopardized; and

WHEREAS, the United States Coast Guard is an important contribution 
to the safety, security and economy of Alaskan communities.

NOW THEREFORE, BE IT RESOLVED that the Alaska Conference of Mayors 
expre'sses its support for adequate Coast Guard budget funding, to provide 
the levels of Coast Guard service necessary to perform their assigned 
duties.

AND FURTHER BE IT RESOLVED, the Alaska Conference of Mayors endorses 
the House Joint Resolution opposing reduction in the budget of the United 
States Coast Guard.

Adopted this 10th day of Februa—  ' ° ° °

ATTEST:

Scott A. Burgess, Executive Director 
Alaska Municipal League()
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NATIONAL FISH ERIES INSTITUTE, IP*

2000 M  STREET. N.W., STE. 580 H WASHINGTON. D C. 20038 ■ (202) 296-

February 12 ,  1988

TAX ALERT 

ACTION REQUESTED 

NFI VESSEL OPERATORS

V e s s e l  o p e r a to r s  sho u ld  be aware t h a t  as o f  Apr i l  1,  1988:

o The u p - f r o n t  exempt ion  from f e d e r a l  e x c i s e  t a x e s  w i l l  
be  r e p e a l e d  f o r  d i e s e l  f u e l  p u r c h a s e d  by  f i s h e r y

o D i e s e l  f u e l  u s e d  f o r  v e s s e l s  w i l l  c o n t i n u e  t o  be  
n o n t a x a b l e ,  b u t  o p e r a t o r s  w i l l  be  r e q u i r e d  t o  pay  a 
1 5 . 1  c e n t s  per g a l l o n  tax  when purchas ing  f u e l ,  then  
apply  t o  t h e  Treasury  Department on a q u a r t e r l y  b a s i s  
f o r  a refund .

NFI i s  a sk ing  Congres s  to  r e s t o r e  the  u p - f r o n t  exempt ion for  
o u r  i n d u s t r y ,  you  a r e  u r g e d  t o  c o n t a c t  y o u r  S e n a t o r s  and 
R e p r e s e n t a t i v e s  an5~*urqe tfiem to gpo*nsor'~TeqfsTatTon" t o * permit  
t ax - i f r ee  s a l e s  o f  d i e s e l  f u e l  f o r  f 1shery v e s s e l s .

BACKGROUND

A p r o v i s i o n  in th e  1987 Budget  R e c o n c i l i a t i o n  Act pa s s ed  in  
December  r e q u i r e s  f e d e r a l  e x c i s e  t a x e s  on d i e s e l  f u e l  t o  be  
c o l l e c t e d  a t  the  w h o l e s a l e  l e v e l  and r e p e a l s  exempt s a l e s  beyond 
t h e  w h o l e s a l e  l e v e l ,  e x c e p t  in  four c i rcumstances :

o d i e s e l  f u e l  s o l d  f o r  use  as a f u e l  in a d i e s e l - p o w e r e d  
t r a i n ;

o commercial  a v i a t i o n  f u e l ;
o t a x a b l e  f u e l  s o l d  f o r  i n d u s t r i a l  use  othoc  than as  a 

motor f u e l ;  and
o t a x a b l e  f u e l  s o l d  f o r  u s e  by a s t a t e  or a p o l i t i c a l  

s u b d i v i s i o n  o f  a s t a t e .

These exemptions are  no t  a c r o s s - t h e - b o a r d ;  r a t h e r ,  t h e y  w i l l  
h ave  to  be obta ined  on a c a s e - b y - c a s e  b a s i s  by each company.
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' Xl 1 o t h e r  c u r r e n t  e x e m p t i o n *  from t h e  d i e s e l '  f u e l s  t a x ,  
i n c l u d i n g  t h o s e  f o r  f a r m e r s ,  f i s h e r m e n  and o t h e r  o f f - h i g h w a y  
b u s i n e s s  u s e ,  have been e l i m i n a t e d .  I n s t e a d ,  no n - ta x a b l e  u s e s  
w i l l  be taxed  a t  t ime  o f  purchase  and refunds  made pursuant  to  
a p p l i c a t i o n s  f i l e d  t o  document the  non - t a xa b l e  u s e .  Al though the  
r e g u l a t i o n s  implementing t h i s  change have not  been f i n a l i z e d ,  the  
T r e a s u r y  Department i n d i c a t e s  tha t  they  e xpe c t  t o  use  a q u a r t e r l y  
r e f u n d  pr o c e s s  f or  amounts in e x c e s s  o f  $1 ,0 00  which i s  s i m i l a r  
t o  t h e  e x i s t i n g  r e f u n d  p r o c e s s  f o r  n o n - t a x a b l e  g a s o l i n e  and 
d i e s e l  f u e l  u s e s .  A l l  refunds  l e s s  than $1 , 000  per quarter  w i l l  
bo  handled a n n u a l l y .

The changes  t h a t  were enac ted  had the  o b j e c t i v e  of  d e t e r r i n g  
t a x - e v a s i o n  schemes which are e s t ima te d  to  c o s t  the  Highway Trust  
Fund s e v e r a l  hundred m i l l i o n  d o l l a r s  in l o s t  r evenues  a n n u a l l y .  
However,  t h e  rep ea l  o f  the  exemption w i l l  p l a c e  a heavy c a s h - f l o w  
burden on the  s e a f oo d  i n d u s t r y ,  which has l e g i t i m a t e  tax  exempt  
u s e s .

IMPACT

This  law becomes e f f e c t i v e  Apr i l  1 .  The impact  on f i s h e r y  
companies  i n c l u d e s :

o added c o s t  for  f u e l ;
o a d d i t i o n a l  r e c o r d k e e p i n g  and p a p e r w o r k  t o  e n a b l e  

r e c o v e r y  o f  fun ds  th ro ug h  a y e t - t o - b e  e s t a b l i s h e d  
refund procedure;  and 

o l o s s  o f  the  t ime va lue  o f  the  funds paid for  f u e l  tax  
(which may be s u b s t a n t i a l  a s  f e d e r a l  o f f i c i a l s  a r e  
swamped in  an avalanche  o f  refund r e q u e s t s ) .

LEGISLATIVE ACTIVITY

S e v e r a l  b i l l s  have been int roduced .  Four would r e s t o r e  the  
exempt ion  f o r  farmers  o n l y . These are:

o H.R. 3850 sponsored by Congressman Jontz  (D-IN)
o H.R. 3844 sponsored by Congressman Daub (R-NE)
o H.R. 3881 sponsored by Congresswoman Smith (R-NE)
o S .  2003 sponsored by Senator crams (R-TX)

Two b i l l s  would r e s t o r e  exemptions for  a l l  o f f - h i g h w a y  u se s  
i n c l u d i n g  v e s s e l  o p e r a t i o n s .  These are :

o H.R. 3865 sponsored by Congressman Combest (R-TX)
o H.R. 3866 sponsored by Congressman De l a  Garza (D-TX)

/

/



The key committees  which w i l l  c o n s i d e r  t h i a  mat ter  aret

SENATE FINANCE COMMITTEE

Lloyd  B e n t s e n ,  Te x . ,  
Chairman  

Spark M. Mataunaga, HI 
D a n i e l  P. Moynihan, N.Y.
Max Ba ucua ,  Mont.
David L. Boren,  Okla.
B i l l  B r a d l e y ,  N.J.
George  J .  M i t c h e l l ,  ME 
David Pryor ,  Ark.
Donald W. R i e g l e ,  J r . ,  Mich.  
John D. R o c k e f e l l e r  IV,W.Va.  
Thomas A. Dasch le ,  S.D.

Bob Packwood,  Ore . ,
Ranking Minori ty  Member 

Robert D o l e ,  Kan.
Wil l iam V. Roth,  Jr .  De l .  
John C.  Danfor th ,  m o ,
John H. Chafe s ,  r . i .
John H e i n z ,  Pa.
Malcolm Wal lop,  Wyo.
David Durenberger ,  Minn.  
Will iam L. Armstrong,  Colo ,

HOUSE WAYS AND MEANS COMMITTEE

MAJORITY MEMBERS

Dan Roatenkowski, 111.
chai rman  

Sam M, Gibbons,  F la .
J . J .  P i c k l e ,  TX 
C h a r l e s  B. Rangel ,  NY 
F o r t n e y  H. (Pete)  S t ar k ,  
Andrew J a c o b s , J r . ,  Ind.  
Harold E. Ford,  Tenn,
Ed J e n k i n s ,  Ga,
Richard A. Gephardt,  Mo, 
Thomas J.  Downey, N.Y.  
Frank J .  Gua r in i ,  N.J .

Marty Russo ,  111.
Donald J .  P eas e ,  Ohio 
Robert T. Matsui ,  CA.
Beryl  F.  Anthony,  J r .  Ark.  
Ronnie G. F l i pp o ,  Ala .

CA Byron L. Dorgan,  N.D.
Barbara B.  Kennel l y ,  CT. 
Brian D o n n e l l y ,  Mass. 
Will iam J.  Coyne,  Pa.  
Michael  A. Andrews, TX. 
Sander M. Levin ,  Mich.
Jim Moody, Wia,

MINORITY MEMBERS

John J .  Duncan, Tenn,
Ranking Minori ty  Member

' -B i l l  Archer ,  Tex.
Guy Vander Jag t ,  Mich 
P h i l i p  M. Crane,  I I ,
B i l l  F r e n s e l ,  Minn.
Richard T. Schulee ,  Pa.

. W i l l i s  D. G ra d l s o n , J r , Ohio 
Will iam M. Thomas, C a l i f .  
Raymond j .  MoGrath, N.Y.
Hal Daub, Neb.
Judd Gregg,  N.H.
Hank Brown, Colo,
Rod c h a n d l e r ,  Wash.
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Committee considered CSHJR 68 (TRSP)
Urging Congress to restore the exemption from the federal excise tax 
on taxable fuels for certair diesel fuel users

and recommended

[ ] replace with 
[ ] or adopt ___

CS
CS'

)[] same title 
)[] new title

[ ] attached amendment(s) and 

[ ] do pass 

[ ] do not pass 

[ ] no recommendation

individual recommendations 

[ ] further referral to ______

[ ] letter of intent adopted

Committee r̂ l attached or [ ] adopted fiscal note(s) 
[ ] new ( [ ] updated or |^] previous

[ ] zero [ ] fiscal impact

OTHER RECOMMENDATIONS



STATE OF ALASKA
HOUSE O F REPRESENTATIVES
Dox V, Juneau, Alaska 99811 
(907)465-2487 • 465-2498

REPRESENTATIVE CLIFF DAVIDSON District 27 Box 746, Kodiak, Alaska 99615

M E M O R A N D U M

TO; Senator Lloyd Jones
Chairman, Senate Transportation Committee

FROM: Representative Cliff son
DATE; March 14, 1988
SUBJECT: House Joint Resolution 68
Today in the Senate, House Joint Resolution 68 was assigned 
the Transportation and Finance Committees.
This resolution requests Congress to preserve the diesel fuel 
tax-exemption for "off-road" vehicles and fishing vessels. 
Under legislation passed last December, Congress mandated an 
across-the-board tax collection.
This requirment would hurt Alaskan fishermen, miners, farmers 
or any person in Alaska who relies on the tax-free sale of 
diesel fuel to operate.
Starting next month, these tax-exempt categories must pay the 
tax upfront. Refunds would not be available until the end of 
the year.
Because this requirement becomes effective April 1, it is 
urgent this resolution be considered at your earliest possible 
convenience.
Thank you.



Alaska ̂tate Sjcgtslato
House o f Representatives

Committee on Transportation

Rep. B ette C a to , C h a irm an

Pouch V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4858

March 9, 1988
************************************************************* 
COMMITTEE CALENDAR;

HB 448; "An Act relating to outdoor political 
advertising."

HJR 6 8 ; Urging Congress to restore the exemption from 
the federal excise tax on taxable fuels for 
certain diesel fuel users.

An Overview by the Commonwealth North Railroad Committee 
FOR THIS MEETING, YOU HAVE BEEN GIVEN: 

a folder on HB 448 that includes:
item #1 : 

#2: 
#3: 
#4: 
#5: 
#6: 
#7: 
#8: 
#9:

HB 448
a statement from Rep. Frank 
a sectional analysis 
a proposed amendment 
information re political signs 
required form for filing candidacy 
statutes
position paper - Division of Elections 
fiscal note & position paper - DOT/PF

folder on HJR 68 that includes:

item #l: HJR 68
#2: fiscal note - Depart, of Comm. & Economic Dev.
#3: statement from Rep. Davidson
#4: tax alert from National Fisheries Institute
#5: Omnibus Reconciliation Act - an excerpt
#6 : House Congressional Record - an excerpt
#7: letters of support
#8 : newspaper articles
#9: press release from Rep. Don Young



HOUSE O F REPRESENTATIVES 
Box V, Junaau, Alaska 99811 
(907)465-2487 • 465-2498

STATE OF ALASKA

REPRESENTATIVE CLIFF DAVIDSON District 27 Box 746, Kodiak, Alaska 99615

M E M O R A N D U M

TO: Representative Cato, Chair
House Transportation Committee

Representative Cliff Davi

March 2, 1988

FROM:

DATE:

SL3JECT: House Joint Resolution 68 by the Resources Committee

Enclosed is a copy of House Joint Resolution 68, which was 
introduced today and assigned the Resources and Transportation 
Committees.

It will be heard on Wednesday, March 9 in the Resources 
Committee. May I request a hearing on this piece of 
legislation as soon as possible pending referral? There is a 
rush on getting HJR 68 to Congress before April 1, 1988.
This resolution requests Congress to preserve the way they 
collect the fifteen cer.t per gallon federal excise tax on 
diesel fuel.

Under legislation passed last December, tax-exempt categories 
must first pay the tax and then apply for a refund later.
Under current practice, these tax exempt categories do not pay 
the tax at all.

While still technically exempt, the way the federal government 
will collect this tax unnecessarily raises the cost of doing 
business for many Alaskans. It will restrict their cash flow, 
increase paperwork and is essentially an interest free loan to 
the government.

This resolution asks Congress to reinstate the current 
practice and repeal the proposed changes, which take effect 
April 1, 1988.

Thank you for your support.
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m axim um  reduction in estate  taxes to $750,000, (5) imposes holding 
period requ irem en ts  for th e  decedent and  th e  ESOP, (6) prohibits 
th e  deduction in th e  case of securities  acquired  w ith  asse ts  t r a n s ­
ferred from a n o th e r  plan of th e  employer, and  (7) imposes certain 
excise taxes on an  ESOP or worker-owned cooperative for a failure 
to Batisfy the  allocation and  holding period requirem ents.

The confirm ation  of the  IRS Notice ie effective as if included in 
th e  Tax Reform Act of 1986. The o ther  provisions a re  effective with 
respect to sale9 o f  securities to E S O rs  a f te r  F eb ru a ry  26, 1987, 
except th a t  th e  ESOP holding period r e t i r e m e n t  genera l ly  applies 
to dispositions of securities by the  ESOP a f te r  F eb ru a ry  26, 19S7. 
Securities subject to the 'ESOP holding period requ irem en t are 
qualified em ployer securities, which for th is  purpose includes em ­
ployer securities  sold befcre F eb ru a ry  27, 1987, for which a deduc­
tion was a lov,‘«d.

Senate am endm ent
The S enate  am en d m en t  is th e  sam e as the  House bill, except 

t h a t  th e  provisions (other th a n  th e  confirm ation  of the IRS Notice) 
a re  effective with respect to sales of securities  to ESOPs a f te r  Feb­
ru a ry  2 7 , 19S7, and  th a t  th e  ESOP holding period req u irem en t g en ­
erally  applies to dispositions of securities  by th e  ESO P a f te r  Feb ru ­
a ry  27, 1987. Securities  subject to  th e  ESO P holding period requ ire­
m en t  a re  qualified employer securities, which for this purpose in ­
cludes em ployer securities sold before F eb ru a ry  27, 19S7, for which 
a  deduction was allowed.

Conference agreement
The conference ag reem en t follows th e  House bill.

V. Excise Taxes; User Fees 
A. EXCISE TAXES

1. Telephone excise tax: 3-ycar ex tension

Present law
A 3-perccnt excise tax i3 imposed on am o u n ts  paid for local tele­

phone service, toll (long-distance) te lephone service, and  teletype­
w rite r  exchange service. This tax  is scheduled to expire  after De­
cember 31, 1987.

House bill
The House bill extends th e  p resen t 3-percent te lephone excise 

tax for 3 years, th rough  December 31, 1990.

Senate amendment
The Senate  am en d m en t is the  sam e as the  H ouse bill.

Conference agreement
The conference ag reem en t fo llo w s th e  House bill ar.d th e  Senate 

am endm ent.

2. Collection of diesel fuel and c
sales tc

Present law
T he excise taxes on diesel fuel 

line aviation fuel generally  are 
fuel by a retail dealer to the u 
4041). Under an exception, retai 
sale distributors collect and  pay 
sold to the retailer.

House bill
The excise tax on taxable  fue 

taxab le  special fuels, and nong 
posed on sale of the  fuels to any

Taxable special fu e ’iB include : 
oline or diesel fuel) th a t  a r e  sol 
cle or motorboat. Nongaaoline .- 
which tax would be imposed :t 
commercial aviation.

Collection of the  excise tax ■ 
wholesale dealers is made man 
of present law perm itt ing  tax 
poses ore repealed.

Any taxable fuel th a t  13 held 
sale is subject to a floor stocks t 
section to th a t  fuel, _

T he  provision ia effective cn «1

Senate amendment
The Senate am endm en t gene 

w ith  the following differences.
T he  T reasury  D epartm en t is 

for purposes of m aking  refunds 
line fuels excise taxes. In add 
au ire  information reporting  an 
tne  d istribution chain  of these 
v en t  evasion of th e  tax.

T h e  Senate  am endm en t also 
revenues ra»9ed by the floor 
Highway T rus t  Fund or the  L 
(LCST) T ru s t  Fund.

T he  provision is effective on .

Conference agreement
Tho conference agreem ent g 

the Senate  am endm ent,  bu t t: 
the tax on special m otor fuels • 
level. In the  case of the  taxes 
tion fuel*, tax  technically is in 
a taxable fuel by the  produce 
fined, however, to include wn 
mediate persons in the chain  o 
persons who are producers of i
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ixea to  $750,000, (5) im poses h o ld ing  
ced en t a n d  th e  E S O P , (6) p ro h ib its  
c u ritie s  a c q u ire d  w ith  a s se ts  tra n s -  
i em p lo y er, an d  (7) im poses c e r ta in  
rk er-ow ned  co o p era tiv e  fo r  a fa ilu re  
i in g  p e rio d  re q u ire m e n ts .
N otice  is effec tive  a s  i f  in c lu d ed  in 
e o th e r  p ro v is io n s a r e  e ffec tiv e  w ith  
:o E SO Ps a f te r  F e b ru a ry  26, 1987, 
;e riod  re q u ire m e n t g e n e ra lly  app lies 
th e  E S O P  a f te r  F e b ru a ry  26, 1957. 

'P h o ld in g  perio d  re q u ire m e n t a re  
•vhich fo r th is  p u rp o se  in c lu d e s  em- 
•b ru ary  27, 1987, fo r w h ich  a  deduc-

the sam e  a s  th e  H ouse  b ill, excep t 
th e  c o n firm a tio n  o f th e  IRS N otice) 

les o f  s e c u ritie s  to  E S O P s a f te r  Feb- 
iO P  h o ld in g  perio d  re q u ire m e n t gen- 
se c u ritie s  b y  th e  E SO P a f te r  F eb ru - 
to  th e  E S O P  h o ld in g  perio d  req u ire - 
ecu ritie s , w h ich  fo r th is  p u rp o se  in- 

. befo re  F o b ru a ry  27, 1987, for w hich

5llows th e  H o u s e  b ill .

Tax e s ; U s e r  F ee3

<CISE TAXES

se tax : 3 -y ea r ex ten s io n

cosed on a m o u n ts  pa id  fo r  local tele- 
nce> te lep h o n e  serv ice , o n d  te le type- 
ta x  is sch ed u led  to  e x p ire  a f te r  De-

.* p re se n t 3 -p e rcen t te le p h o n e  excise 
-.bcr 31. 1990.

te  sam e a s  th e  H o u se  bill.

allow s th e  H ouse b ill a n d  th e  S e n a te

999

\ >  2. C o llec tion  of d iese l fuel and  c e r ta in  o th e r  m o to r fuels ta x e s  on  
I ^  sa le s  to re ta i le r s

Present law
T he excise  tax es  on diesel fuel, spec ia l m o to r fuels, an d  n o n g aso ­

lin e  a v ia tio n  fuel g e n e ra lly  a re  im posed on th e  s a ie  o f th e  ta x a b le  
fuel by a re ta i l  d e a le r  tc  th e  u l t im a te  co n su m e ■ o f th e  fuel (sec. 

! 40-11). U n d e r  an  excep tio n , re ta il  d ea le rs  m ay  e le c t to hove w h o le ­
sa le  d is tr ib u to rs  co llec t a n d  p ay  th e  c ie se l fuel ta x  w hen  th e  fuel is 
so ld  to  th e  m a i l e r .

House bill
T h e excise  ta x  on  ta x a b le  fuels, w hich  a re  defined  a s  d iese l fu e l, 

ta x a b le  sp ec ia l fue ls , ar.d  nongaso lir.e  a v ia tio n  fuels, is to be im ­
posed or. s a le  o f th e  fue ls  to  any ta x a b le  fuel re ta i le r .

T ax ab le  sp ec ia l fu e ls  in c lu d e  spec ia l m o to r fuels (e th e r  th a n  g a s ­
o line  o r d ie se l fuel) th a t  a re  sold fo r U3e as a  fuel in  a  m o to r v e h i­
cle o r  m o to rb o a t. N o n g aso lin e  a v ia tio n  fuels m e a n s  a n y  liq u id  on 
w h ich  ta x  w ould  be im posed  if  so ld  fo r use in  a n  a irc ra f t  in  n o n ­
co m m erc ia l a v ia tio n .

C ollection  of th e  excise ta x  on th e  sa le  o f an y  ta x a b le  fuel by 
w ho lesa le  d e a le rs  is m ad e  m a n d a to ry  for a il sa les. T h e  p ro v is io n s 
o f  p re se n t law  p e rm itt in g  tax -free  sa les  for c e r ta in  e x e m p t p u r ­
poses a re  rep ea led .

A n y  ta x a b le  fuel th a t  is h e ld  on  J a n u a r y  1. 1933, by a  d e a le r  fo r 
sa le  is su b jec t to  a  floor s tocks ta x  a t th e  r a te  ap p licab le  u n d e r  th is  
sec tio n  to th a t  fuel.

T he p rov ision  is effec tive  on J a n u a r y  1, 1933.

Senate amendm ent
T h e  S e n a te  a m e n d m e n t g e n e ra lly  is .ne  sa m e  as th e  H o u se  b ill, 

w ith  th e  fo llow ing  d ifferences.
T h e  T re a s u ry  D e p a r tm e n t is a u th o rise d  to p resc rib e  re g u la tio n s  

for p u rp o ses  of m a k in g  re iu n d s  o r  a llow ing  c re d its  o f th e  n o n -g aso ­
line  fuels excise tax es . In  ad d itio n , T re a s u ry  is a u th o riz e d  to  r e ­
q u ire  in fo rm a tio n  re p o rtin g  a n a  re g is tra tio n  from  su ch  p e rso n s  in  
th e  d is tr ib u tio n  c h a in  of th e se  fuels a s  is d eem ed  n ecessa ry  to  p r e ­
v en t ev asio n  o f th e  tax .

T h e  S e n a te  am endm er* . a lso  re q u ire s  th a t  a m o u n ts  e q u iv a le n t to  
rev en u es  ra ise d  by th e  floor s tccx s  ta x e s  be tra n s fe r re d  to  th e  
H ighw av  T ru s t  F u n d  or th e  L eak , .g U n d e rg ro u n d  S to ra g e  T a n k  
(LU ST) T ru s t  F u n d .

T h e  p rov ision  is effective on  J a n u a r y  1.1959.

Ccnfertnee agreement
T h e  co n fe ren ce  n g reem o n t g e n e ra lly  follow s th e  H ouse  b ill a n d  

th e  S e n a te  " n e n r im e n t.  b u t inc ludes se v e ra l m od ifica tio n s. F ir s : ,  
th e  ta x  on  spec ia l m o to r fuels c o n tin u es  to be im posed  a t  th e  re tn i l  
level. In th e  cose o f  th e  tax es  on d iesel fuel a n d  n o n g aso lin e  av ia ­
tion  fuels, ta x  te c h n ic a lly  is im posed on th e  sa le  (or e a r l ie r  u se) o f 
u ta x a b le  fuel by th e  p ro d u cer th ereo f. T he te rm  p ro d u ce r U de­
fined, how ever, to  inc lude  w ho lesa le  d is tr ib u to rs  a m i' o th e r  i n t e r ­
m ed ia te  p e rso n s  in  th e  c h a in  of d is tr ib u tio n  of th e  ta x a b le  fuel. A ll 
persons w ho a re  p ro d u cers  of a ta x a c le  fuel m u s t re g is te r  w ith  th e
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T re a s u ry  D e p a r tm e n t and  sa tis fy  su ch  b ond ing  re q u ire m e n ts  a s  
T re a s u ry  m ay  p resc rib e . T h e re fo re , a w ho lesa le  d is t r ib u to r  m ay  
b u y  fu e ls  w ith o u t p a y m e n t of ta x  o n ly  upon  sa tis fa c tio n  o f th e se  
re q u ire m e n ts .

In  g e n e ra l, lik e  th e  H ouse b ill a n d  S e n a te  a m e n d m e n t, a ll  p ro v i­
s io n s p e rm it t in g  ex e m p t Gales beyond  th e  w h o lesa le  level a re  re ­
p ea led . T re a s u ry  is, how ever, g iven  d isc re tio n a ry  a u th o r i ty  to  
exempt from tax c e r ta in  sales where th e  p u rc h a s e r  d e m o n s tra te s  
to  th e  sa tis fa c tio n  o f  T re a su ry  t h a t  th e  fuel w ill be UBed in  a non- 
ta x a b le  u se  a n d  a lso  re g is te rs  a n d  posts su ch  bond a s  T re a s u ry  m ay 
re q u ire . T h is  a u th o r i ty  is to  be ex e rc ised  on a case-by-case basis. 
S a les  t h a t  m ay  be ex em p ted  in c lu d e  (1) d iese l fue l so ld  fo r u se  as a 
fuel in  a d iese l-pow ered  tr a in , (2) a v ia tio n  fuel sold fo r use  aa  a fuel 
in  a n  a i r c r a f t  in  co m m erc ia l a v ia tio n . (3) ta x a b le  fu e ls  sold for in ­
d u s tr ia l  u se  o th e r  th a n  as  a m o to r fuel, an d  (4) ta x a b le  fuel sold for 
exclu siv e  use of a n y  S ta te , a p o litica l su b d iv ision  o f a  S ta te , o r th e  
D is tr ic t o f  C o lu m b ia .3 As u n d e r  th e  H ouse  b ill a n d  th e  (senate 
a m e n d m e n t, sa le s  o f  fuel th a t  T re a s u ry  d e te rm in e s  is d e s tin ed  fo r 
u se  as h e a tin g  oil m ay  be m ad e  w ith o u t p a y m e n t o f ta x . A ll o th e r  
e x e m p tio n s  from  th e se  ta x e s  m u s t  be rea lized  th ro u g h  re fu n d  p ro ­
c e d u re s  fo llow ing  p u rc h a se  of th e  fuels tax -p a id .

T h e  co n fe ren ce  a g re e m e n t g ra n ts  T re a s u ry  b ro a d  a u th o r i ty  to  
e n s u re  co m p lian ce  g e n e ra lly  w ith  th e  provisions, o f th e  a g re e m e n t. 
S pecifica lly , T re a s u ry  m ay , in  i ts  d isc re tio n , r e q u ire  in fo rm a tio n  
re p o r t in g  by a n d  re g is tra tio n  o f  a n y  perso n  in  th e  d is tr ib u tio n  
c h a in  ot a n y  ta x a b le  fuel (in c lu d in g , e.g., a n y  d is tr ib u to r  o f fuel 
d e s tin e d  fo r use  a s  h e a tin g  oil).

T h ese  p ro v is io n s o f th e  co n fe ren ce  a g re e m e n t a re  e ffec tive  on 
a n d  a f te r  A p ril 1, 1988, w ith  a  floor s tocks ta x  b e in g  im posed  as 
w as p ro v id ed  u n d e r  th e  H ouse b ill a n d  th e  S e n a te  a m e n d m e n t on  
a ll  p e rso n s  h o ld in g  n on-tax -pa id  fu e ls  o n  A p ril I, 1988.

3. E x te n s io n  o f  te rm in a tio n  d a te  fo r coal excise  ta x  ra te  

Present law
A  m a n u fa c tu re r 's  excise  tax  is im posed  on  th e  sa le  o r  u se  o f  do­

m e s tic a lly  m in ed  coal by  th e  p ro d u c e r  (sec. 41211. E ffec tiv e  A p ril 1, 
1986, th e  ta x  ra te  w as in c reased  (bv 10 p e rcen t) to  S i .10 p e r  ton  o f  
coal fro m  u n d e rg ro u n d  m ines, a n d  55 ce n ts  p e r  to n  o f  coal from  
su rfa c e  m in es, b u t  n o t  to  exceed 4.4 p e rc e n t o f th e  sa le s  p rice

U n d e r  p re s e n t law , th e  ta x  ra te  is sch ed u led  to  r e v e r t  to th e  pre* 
1982 ra te  o f  50 c e n ts  p e r  ton  on u n d e rg ro u n d  coal a n d  25 c e n ts  p e r  
to n  on  su rfa c e  coal to u t n o t to exceed  tw o  p e rc e n t o f p rice) on  th e  
e a r l ie r  o f J a n u a r y  1, 1996 o r th e  f irs t J a n u a r y  1 a s  o f  w h ich  th e re  
is (1) no b a la n c e  c f  rep ay ab le  a d v a n c e s  from  th e  g e n e ra l  fund  to

' S u t t i  a n d  lo c a l j c v e r n m e n u l  u m t i  tl lg tb l*  t j  a p ply  to  ah# T r e a o r v  f a r  ip p r e v . i l  to  b u y  
fu o 'a  m t h e t l l  p a y m e n t  c f  U t  < * n « ra llv  .nclu tf*  t h o t t  j o v V n r r r r t # !  u n , u  i h i t  a r e  p e r m u ta d  lb  
b a y  t a i . f r e a  u n d r r  pr#»#r>t law  «♦«. 4 iU tia « J u . T h «  c o n f f r a ia  a r»  a w o re  tH » t r e p e a l  u f  a u te ir .o t .c  
U i - f r e e  *al«  o f  t i m e  f u e l i  to  S t a t u  a r d  lo ;o l j O 'r f r r r . e M I  t r .a j .  ir, c e r t a in  c o i» i .  r e t u l l  m a  
t t w p o i a r y  a d d i t i j n . i l  c e l t  e f t s r r t a l n  : f  t h e n  e n t ii ia * . b u t  d r u m m e d  'h o t  g e r u r a l  c o n s t™ *  
a b o u t  fo rr .p lla n c *  w th  th.M o t a n - i  u u t w i n h  t h a t  p e iu b t l i ty  T>« d u c r e i t a n a r y  c o e m p tio n  in 
t l u d a d  in  th e  « r » » m t n t  re c o n c ile *  th.t-rc c o n 'p U a r t*  s ^ n c a r r*  w ith  a n y  p o te n t ia l  b u rd e n  c.n 
S t a t e i  a n d  to t a l  * o '» r n m tn t a  T h r  confer##* ;n tv r o  t h a t  in  d e te r m in in g  w h ic h  j o v a r n n t a n u l  
u n i t !  m a y  f u r « h # u  u « j t> '»  fu v li « ,lh ( , . i  p n v m c r t  J  \ j »  u n d e r  th #  . • - r r r m e n t .  ih e  T r n i t a , ,  
n c o a r tm .e n t  la to  n t c m n t  io  r r l n m n e  * i "  • w . r  c o i ta  to  th o  e a tc n t  : ; n n > i « n t  w .if t th e  in c r c a i r d  
c o m p  ta n c e  e f e j f c i i ie i  o f  i h r  c e n fv ra n c e  .,* f# trfi!»nt.

«1iadiata .1 +md
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th e  B lack  L ung D isab ility  T ru s t 1 
on su ch  advances.

A m o u n ts  eq u a l to th e  rev en u es  • 
a re  a p p ro p ria te d  a u to m a tic a lly  to 
a u th o r iz e s  rep ay ab le  a d v a n c e s  fro 
F und . T h e  T ru s t  F u n d  pays ce rta  
cases w h e re  no coal m in e  operato i 
fo r th e  in d iv id u a l m in e r 's  d isease.

House b ill

No provision.

Senate am endm ent
T h e  S e n a te  a m e n d m e n t ex ten t 

p rescn t-law  coal excise ta x  ra te  fr* 
of i l )  J a n u a r y  1, 2014 o r  (2) th e  a 
vency  (as defined  u n d e r  th e  pre 
T h e  ex ten sio n  of th e  te rm in a iio  
excise  ta x  ra te  is effective from  J; 
sub jec t to  e a r l ie r  te rm in a tio n  u. 
s e n s e d  above.

Conference agreem .nt
T he con ference  a g re e m e n t folios

4. H ighw ay excise ta x  exe 

Present law
R eceip ts from  excise ta x e s  on m 

in  th e  H ighw ay  T ru s t F u n d . Recei 
f in an ce  e x p en d itu re s  w h ich  a re  
T ru s t  F u n d . E x em p tio n s fro m  thi 
se v e ra l p u rc h a se rs  o f fuels, inclu 
b u ses  a n d  c e r ta in  p r iv a te  school 
oOl(oyS) o rg an iza tions.

P r iv a te  b us o p e ra to rs  e re  exerr 
I n te rc i ty  com m on c a r r ie r  buses 
e x e m p t from  th e  9-cents-per-ga',!oi 
special m o to r fuels. Q u a lified  Icca 
15-cents-per ga llon  d iese l fu e l ta  
b u ses  receive a 12-cents-per-gaU cn 
o e r-g a lljn  h ighw ay  d iese l fu e l ta. 
b uses engaged  in  tra n s p o r ta tio n  
a long  re g u la r  rou tes, u n le ss  th e  
le a s t 20 a d u lts  (no t in c lu d in g  the  c

House b ill

T h e  H ouse  bill re p e a ls  th e  mot 
e ru p tio n s  fo r buses, in c lu d in g  bun  
tior.s. T h is  rep ea t does no t a ffec t t 
ow ned an d  o p era ted  rr.ns* t r a n s i t

T h is  p rov ision  is e ffective o n  Ja t

i
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used lo  acquire em ployer securities from 
tran sferred  assets (w ithin the  meaning; of 
section 2057ICK2XBII.

"(d ) O r d e r i n g  R u l e s . — For purposes of 
th is section and section *973. any d ep o si­
tion o f em ployer securities shall be trea ted  
as having been m ade In th e  following o rd e r  

"(1) First, from  qualified em ployer securi­
ties acquired during th e  3-year period 
ending on th e  d a te  of such disposition, be­
ginning with th e  secunlle* first so acquired.

"(2) Second, from  qualified em ployer secu­
rities acquired before such 3-year period 
unless such securities (o r th e  proceeds from 
such disposition) have been allocated to ac­
counts of participan ts o r th e ir  beneficiaries.

"131 Third, from qualified securities 
(w ith in  the  m eaning of section *978(eK2>) 
to w hich section 10*2 applied acquired 
during  th e  3-year period ending on the  da te  
of such  deposition , beginnu - i th  the  secu­
rities first so acquired.

"<*i Finally, from  any o th e r em ployer se ­
curities. In th e  case o f a disposition lo  
w hich section 4978(d) o r subsection <e) a p ­
plies, th e  disposition of em ployer securities 
sha ll be trea ted  as having been m ade in th e  
opposite  order of th e  preceding sen ten ce.1*1 

"(e) S e c t i o n  N o r T o  A p p l y  t o  C e r t a i n  
D i s p o s i t i o n s . —

"(1) I n GENERAL-This section shall no t 
apply io any disposition described In p a ra ­
graph  ( D o r  (3) of section 4978(d).

"(2) C e r t a i n  r e o r g a n i z a t i o n s . — For p u r­
poses of thLs section, any exchange of quali-, 
fled em ployer securities fo r em ployer securi­
ties of a n o th e r corporation  in any reorgani­
zation described in section 368(a)(1) sha ll 
no t be trea ted  as a disposition, bu t th e  em ­
ployer securities which were received shall 
be trea te d —

"(A ) as qualified em ployer securities of 
th e  p lan  or cooperative, and 

"(D ) as having been held by lh»  pla.i or 
cooperative during  th e  period th e  qualified 
em ployer securities were held.

" ( 3 )  D i s p o s i t i o n  t o  m e e t  d i v e r s i f i c a t i o n  
arquiREMtNTS.—Any disposition which Is 
m ade to  meet th e  requirem ents of section 
*01<a)<28) shall no t be trea ted  as a  disposi­
tion.

" ( f )  D e f i n i t i o n s  a n d  SrccivL R u l e s . —For 
purposes of th is  section—

"CD T e r m s  u s e d  i n  s e c t i o n  s o s T . - A n y  
t e r m  u s e d  In t h i s  s e c t i o n  which i s  u s e d  i n  
s e c t i o n  2 0 5 7  s h a l l  h a v e  t h e  m e a n i n g  g i v e n  
s u c h  t e r m  b y  s e c t i o n  2 0 5 7 .

"(2) Q u a l i f i e d  e m p l o y e r  S E cU R im s.-T lie  
term  'qualified  em ployer securities' has th e  
m eaning given st :h  term  by section  2057. 
excep t th a t  such  term  sha ll Include employ, 
c r securities sold before February  27, 1987. 
for w hich a deduction was allowed un d er 
section  2057.

"(3) D isp o sm o N .-T h e  term  'disposition ' 
Includes any d istribution .

"<*) L ia b i l i t y  t o r  p a y m e n t op ta x e s .— 
T h e  tax  Imposed by th is  section shall be 
paid b y —

"I AI th e  em ployer, or 
•’IB ) th e  eligible worker-owned coopera­

tive.
w h i c h  m iu J e  t h e  w r i t t e n  s t a t e m e n t  d e s c r i b e d  
i n  s e c t i o n  2 0 5 7 ( e ) . "  

i b l  C o n f o r m i n g  A m e n d m e n t s . — 
l l )  S e c t i o n  4 9 7 8 1  b m2> Is  a m e n d e d  b y  s t r i k ­

i n g  o u t  t h e  p a r e n t h e t i c a l  a n d  i n s e r t i n g  i n  
l i e u  t h e r e o f  " i d r t r m u n e d  a s  I f  s u c h  s e c u r i ­
t i e s  w e r e  d i s p o s e d  o f  I n  t h e  o r d e r  d e s c r i b e d  
I n  s e c t i o n  4 9 7 B A I O ) '.

i2> T h e  table of sections for c h ap te r *3 Is 
am ended by Inserting a f te r  th e  item  m a t ­
ing to  section *978 th e  following new Item: 
"Sec. *978A. T ax  on certa in  dispositions of 

em ployer a e e u n tlr i  to  w hich 
section 2057 applied.'*

111 I n d e n t i o n  » m n *  m  m p y  o n  D m  M -n t r rx s

<c> E r r r c r m  D a t e . —T he am endm ents 
m ade by th is  section sha ll apply  to  taxab le  
events (w ith in  th e  m eaning of section 
*978A(c) of th e  In tern a l R evenue Code of 
1988) occurring a f te r  F ebruary  28, 1987.

S uhll l t f  K—Pm*i»in«» Relating lo  Kxrl>e T a i r a  
■ nd l > r  I ' m

PART I—EXCISE TAXES

S IX . to w n . EX TENSION OK T E L E P H O N E  EX C ISE  
TAX.

P arag rap h  (2) of section  4251(b) (re la ting  
to applicable percentage) Is am ended to  
read as follows;

"(2) A p p l i c a b l e  p e r c e n t a g e . — T h e  term  
'applicable percen tage ' m eans 3 percent; 
except th a t, w ith respect lo am oun ts paid  
p u rsu an t to bills firs t rendered  a f te r  1990, 

J h e  applicable percen tage shall be zero."
S E C  t o w n  IH IS F .I. n u  a n d  AVIATION KI E L  

T IN E S  IM P O SED  AT W H O LESA LE 
I.EA E l .

(a) I n  G e n e r a l . — P a r t  I I I  of au b ch ap te r A 
of c h ap te r 32 Is am ended by Inserting a f te r  
su b p a rt A th e  following new subpart;

" S u b p a r l  fl— P ie s t l  F u t l  a n d  A » ia l ln n  F u r l

"Sec. *091. Im position of tax.
"Sec. *092. D efinitions.
"Sec. *093. Exem ptions; spccrnl rule.
-S E C . «<*»L IAIPOs ITION OK TAX.

" ta )  I n G e n e r a l . — 'T h ere  Is hereby  im- 
, posed a  tax  on  th e  sale of any taxab le  fuel 
by th e  p roducer o r  th e  Im porter th e reo f or 
by any producer of a  taxab le  fuel.

" (b ) R a t e  o r  T a x . —
" ID  I n  g e n e r a l . —T h e  ra te  of th e  tax  Im ­

posed by subsection  (a ) sha ll be  th e  sum  
o f—

"(A)(1) th e  H ighway T ru s t Fu n d  financing 
ra te  In th e  case of diesel fuel, and 

■'(it) th e  A ir p o r t  and Airway T ru st Fu n d  
financing ra te  In th e  case of aviation  fuel, 
and

"<BI th e  Leaking U nderground S to rage  
T an k  T ru st Fu n d  financing  ra te  In th e  case 
of an y  taxab le  fuel.

“(2) H i g h w a y  t r u s t  i t n d  f i n a n c i n g  
r a t e . — F or purposes of p a rag rap h  I t) ,  
excep t as provided In subsection  (c), th e  
H ighway T ru s t Fund financing ra te  is 15 
cen ts pe r gallon.

"(3) A i r p o r t  a n o  a i r w a y  t r u s t  f o n d  f i ­
n a n c i n g  r a t e . — For purposes o f p a rag rap h
(1), th e  A irport and Airway T ru s t F und  fi­
nancing ra te  Is 1* cen ts pe r gallon.

“14) L e a k i n g  u n d e r g r o u n d  s t o r a g e  t a n k
TRUST FUND FINANCINO RATE.—F or purposes
of pR ragraph ID . th e  Leaking U nderground 
S to rage  T ank  T ru s t Fu n d  financing ra te  Is
0.1 cen t pe r gallon.

" ( 5 )  TERMINATI JN OF RATES.—
"(A ) T h e  Highway T ru s t F u n d  financing 

ra te  shall no t apply  on  and a f te r  O ctober 1, 
1993.

" (I ll  T h e  A irport and Airway T ru s t F und  
financing ra te  sha ll no t apply on  and a f te r  
Ja n u a ry  1. 1988.

"(C ) T h e  le a k in g  U nderground S torage 
T ank  T ru s t Fu n d  financing ra te  sha ll no t 
apply  during  anv period during  which th e  
lea k in g  U nderground S to rage  T an k  T ru s t 
F und financing ra te  un d er section  *081 d ors 
no t apply.

"(e l K ia u c to  R a t e  o f  T a x  f o r  O u s e l  
F u e l  i n  A l c o h o l  M i x t u r e .  ETC.-U ndur reg ­
u lations proscribed by th e  S ec re ta ry —

"c l)  In g e n e r a l —T h e  Highway T ru s t 
Fund financing ra te  sha ll be—

"(A ) 9 cent* pe r gallon In th e  case of th e  
sale of any m ix tu re  of diesel fuel If—

"(I) a t  least to p e rcen t of such  m ix tu re  
consists of alcohol (as defined In section 
*08iie)i3)>. and 

"tils th e  diesel fu rl In such m ix tu re  u a j  
not tax ed  un d er sub p arag rap h  (f)>, and

"(B ) 10 cen ts per gallon in th e  case of (he  
sale of diesel fuel fo r use (a t  th e  lim e of 
such  sale) In producing a m ix tu re  described 
in su b p arag rap h  (A).

"(2) L a t e r  s e p a r a t i o n . — If any person sep­
a ra te s  th e  diesel fuel from a m ix tu re  of th e  
d iesel fuel and  alcohol on which tax  was Im­
posed un d er subsection  (a) a t  a  Highway 
T ru s t Fund financing ra te  equivalent to  9 
c en ts  a gallon by reason of th is  subsection 
(o r w ith respect to  which a  c red it or pay- 
m en t was allowed or m ade by reason of sec­
tion  6427(f)(1)). such  person shall be trea ted  
as th e  p roducer of such  diesel luel. T h e  
a m o u n t of tax  Imposed on any sale of such 
diesel fuel by such  person sha ll be 5 cen ts 
p e r gallon.

"(3) T e r m i n a t i o n . — P arag rap h  (1) sha ll 
n o t apply  to  any sale a f te r  S ep tem ber 30. 
1993.

" ( d )  E x e m p t i o n  F r o m  T a x  r o R  A v i a t i o n  
F u e l  i n  A l c o h o l  M i x t u r e . E t c .—

" ( I )  In g e n e r a l —T h e  A irport and Airway 
T ru s t Fund financing ra te  shall no t apply to 
th e  sale o f—

"(A ) any m ix tu re  of aviation fuel a t least 
10 p e rcen t o f w hich consists o f alcohol (as 
defined  in section  *08I(cK3l). or 

"(B ) any av iation  fuel for use (a t  th e  tim e 
of such  sale) In producing a  m ix tu re  de ­
scribed In su b p arag rap h  (A).

"(2 ) L a t t r  s e p a r a t i o n . — If any person sep ­
a ra te s  th e  av ia tion  fuel from a m ix ture  of 
th e  aviation  fuel and alcohol on which th e  
A irp o rt and Airway T ru s t Fu n d  financing 
ra te  did n o t apply  by reason of th is subsec­
tio n  (o r w ith respect to  which a cred it o r  
p ay m en t was allowed or m ade by reason of 
sec tion  6427(f)(2)), such  person sha ll be 
trea te d  as th e  p roducer of such  aviation 
fuel.

"(3 ) T e r m i n a t i o n . — P arag rap h  i l )  shall 
n o t app ly  to  any sale a f te r  S ep tem ber 30. 
1993.
•SEC. IW1 DEKIMTHENS.

" ( a >  T a x a b l e  F u e l — F o r purposes of th is  
s u b p a r t—

"(1) I n  g e n e r a l — T h e  term  'taxab le  fuel' 
m ea n s—

'(A ) diesel fuel, and 
“ (B ) av ia tion  fuel.
"(2) D i e s e l  f u e l — T h e  term  'diesel fuel' 

m eans any liquid (o th e r th a n  any product 
tax ab le  un d er section  *0811 w hich Is s u i ta ­
ble fo r use as a  fuel in a  d ie el-powered 
h ighw ay  vehicle o r a diesel-powered train .

"(3) A v i a t i o n  f u e l — T he te rm  'aviation  
fu e l' m eans any  liquid (o th e r th a n  any p ro d ­
u c t taxab le  u n d e r section  *081) which tv 
su itab le  for use as a fuel in an a irc raft.

“ (b )  P r o d u c e r .—F o r p u rp o se s  o f  th is  sub - 
p a r t—

" ( ’ )  C e r t a i n  p e r s o n s  t r e a t e o  a s  p r o d u c ­
e r s . —

"(A ) In c l n e r a l — T h e  term  'p roducer' In­
c ludes any person described In su b p a ra ­
g rap h  (B) w ho elects lo  register under sec­
tio n  *101 w ith  respect to  the  tax  Imposed by 
sec tion  *091.

" ( B )  P e r s o n s  d e s c r i b e d . — A  p e r s o n  Is d e ­
s c r i b e d  i n  th is  s u b p a r a g r a p h  1/ such  p e r s o n  
Is—

"(I) a  re fin e r, com pounder, blender, o r 
w holesale  d is tr ib u to r of a taxab le  fuel, or 

" ( ill  a d ealer selling any tax ab le  fuel ex ­
clusively to  p roducers of such taxab le  fuel.

" (C )  T a x -p re c  ruarHA SEas t r e a t e d  a s  p ro - 
nucERS.—A ny p e rso n  to  w hom  an y  ta x a b le  
fu e l Is so ld  ta x - fre e  u n d e r  t h u  s u b p a r t  s h a ll  
be t r e a te d  ax t h e  p ro d u c e r  o f such  fuel.

"(2) W h o l e s a l e  d i s t r i b u t o r . — For p u r­
poses of p a rag rap h  (I) , th e  term  'w holesale 
d is tr ib u to r ' Includes any  person who sells a 
tax ab le  fuel to  producers, re ta ilers, o r lo  
users who p urchase  In bulk quan titie s  and  
deliver Into bulk t io r a te  u u ika . Such  term  
does no t Include any p< rvun who (excluding



December 22, 1987 CONGRESSIONAL RECORD — HOUSE II 131)69
th e  Cerm 'wholesale d is trib u to r ' from  p irn - 
g raph  (1 )> Is a  producer o r im porter.
■jw . icm. r.xr.MHTMNH, spkh a  ri ix.

" ( a )  H e a t i n g  O i l . — T h e  t a x  Imposed by 
section  4091 sha ll no t apply In th e  case of 
sales of any tax ab le  fuel w hich th e  Secre­
ta ry  determ ines Is destined  for use ax h e a l­
ing oil.

"(b ) S a l e s  ro  P r o d u c e r . — U nder regu la­
tions prescribed by th e  Secretary , th e  I a x  
Imposed by section 4091 sha ll no t apply  In 
th e  case of sales of a  taxab le  fuel to  a  pro ­
ducer of such fuel.

' • ( c )  A u t h o r i t y  t o  E x e m p t  C e r t a i n  O t h e r  
U s e s . — Subject to such  term s and conditions 
as th e  Secretary  m ay provide (Including th e  
application  of section  4101). th e  S ecretary  
m ay by regulation provide th a t­

' l l )  th e  Highway T ru st F und  financing 
ra te  un d er section 4091 sh a ll no t app ly  to 
diesel fuel sold fo r use by any p u rc h ase r as 
a fuel In a  diesel-powered tra in ,

"(2) th e  A irport and Airway T ru s t Fund 
financing ra te  u n d e r section 4091 sh a ll no t 
apply  to  aviation fuel sold fo r use hy any 
pu rch ase r as a  fuel In an  a irc ra ft no t Ln n o n ­
comm ercial av iation  (as defined In section 
4041(c)(4)),

"(3) th e  Lax Imposed by section 4091 sha ll 
no t apply  to  taxab le  fuel sold fo r use by any 
pu rch ase r o th e r  th a n  as a m otor fuel, and 

■’(4) th e  tax  Imposed by section  4091 shall 
no t apply  to  taxab le  fuel sold fo r th e  exclu­
sive use of any S la te , any political subdivi­
sion of a  Sla te , o r th e  D istrict of Colum bia.

" ( d )  S p e c i a l  A d m i n i s t r a t i v t  R u i j c s . — T h e  
S ecretary  m ay requ ire—

"(1) inform ation reporting  by each rem it­
te r  of th e  tax  Imposed by section 4091. and 

"(2) Inform ation reporting  by. and  regis­
tra tio n  of. such o th e r  persons as th e  Secre­
ta ry  deem s necessary to  carry  ou t th is  sub ­
part.

" ( e )  C r o s s  R e f e r e n c e s .—
"(1) For Im position of tax  w here certa in  

uses o f diesel fuel o r aviation fuel occur 
before Imposition of tsx  by section 4091. see 
subsections (aX l) and (c)(1) of section 4041.

"(2) For provisions allowing a  c red it o r 
re fund  fo r fuel n o t used for certa in  taxable  
purposes, see section 0427."

i b )  R e t a i l  D i e s e l  F e e l  a n d  A v i a t i o n  
F u e l  T a x e s  T o  B e  R e s i d u a l  T a x e s . —

ID  Paragraph  II )  of section 4041(a) is 
am ended—

(A) by strik ing  ou t " D i e s e l  ru n ."  In th e  
heading and Inserting ln lieu th ereo f 'T ax
ON DIES EX r tm . WHERE NO TAX IMPOSED ON
r c el u n d e r  section A on", and

(B ) by adding a t th e  end th e reo f th e  fol­
lowing new senienec:
"No tax  shall be Imposed by th is  p a rag rap h  
on th e  sale o r use o f any liquid If th e re  was 
a taxab le  sale of such  liquid under section 
4091."

(2) Parag raph  (1) of section 4041(c) Is 
am ended—

(A) by striking ou t " I n  c e n t r a l "  In th e  
head ing  and Inserting  In lieu th r r r o f  " T ax
ON NOMOASOLIKE TOELS WHERE NO TAX IM­
POSED o n  ru tL  u n d e r  s e c t io n  < o* i" , nnd 

<B> by adding a t  th e  end th e r ro f  th e  fol­
lowing nrw  sentence:

No tax  shall be Imposed by th is  p a rag rap h  
on th e  sale or use of any liquid if th e re  waa 
a taxab le  sale of «uch liquid u n d rr  section 
41)91."

• 3) Subsection (d) of section 4041 U 
am ended by redesignating  p a rag rap h  (3) as 
p arag rapn  (4) and by strik ing  o u t p a ra ­
graphs (I )  and (2) and Inserting In lieu 
in rreo f  th e  folloatng.

" ( I ) T a x  o n  s a l e s  an d  u s e s  a  c u t e r  r o  t a x  
u n d e r  a u t i t m o N  ( a i - l n  a d d i t i o n  t o  t h e  
t a x e s  i m p o s e d  b y  i u t » m i o n  l a ) ,  m e r e  la 
h e r e b y  I m p o s e d  a  t a x  o f  0  1 r r n t  a  g a l l o n  o n  
t h e  s a i r  o r  u s e  o f  a n y  l i q u i d  l o t h r r  t h a n  l i q ­

uefied pe tro leu m  gas) If tax  Is Imposed by 
subsection (a ) on such  sale o r  use.

" ( 2 )  T a x  o n  d i e s e l  r u n .  u s e d  i n  t r a i n s . — 
T h ere  Is he reb y  Imposed a tax  of 0.1 cent a 
gallon on any liquid (o th e r  th an  a  product 
taxab le  u n d e r section  4081 )—

"(A) sold by any person  lo  an  owner, 
lessee, o r o th e r  o p e ra to r o f a dlrsel-pow ered 
tra in  for use as a  fuel In su ch  train , o r 

"(B ) used by any  person  o s  a fuel In a  
diesel-powered tra in  unless th ere  was a  ta x ­
able ta le  of such  liquid u n d e r sub p arag rap h  
(A).
No tax  sh a ll be Imposed by th is  p a rag rap h  
on  th e  sole o r  use o f any liquid If th e re  was 
a taxable  sale o f such  liquid under section 
4091.

"(3) L i q u i d s  u s e d  i n  a v i a t i o n . — In  addi­
tion  to th e  taxes Imposed by subsection (c). 
th ere  is hereby  Imposed a  tax  of 0.1 cen t a 
gallon on a n y  liquid (o th e r th an  A n y  prod­
uct taxab le  u n d e r section  4081)—

“(A) sold by any person to  a n  owner, 
lessee, o r  o th e r  o p e ra to r o f  an  a irc ra f t  for 
use as a  fuel In such  a irc ra ft, o r 

"(B ) used by any person as a  fuel In an 
a irc raft unless th e re  was a taxab le  sa le  of 
such  liquid u n d e r su b p a rag rap h  (A).
No tax  sh a ll bo Imposed by th is  p a rag rap h  
on th e  sale o r  use a t  any liquid  U th e re  was 
a  taxable sa le  of such  liquid under section  
4091."

(4) Subsection  (n ) o f section 4041 Is 
hereby repealed.

(c) A m e n d m e n t s  R e l a t i n g  t o  C r e d i t s  a n d  
R e f u n d s . —

(1) Section  6427 Is am ended by redesignat­
ing subsections (1> th ro u g h  (p ) as subsec­
tions (m ) th ro u g h  (q). respectively, an d  by 
Inserting a f te r  subsection  (k ) th e  following 
new subsection:

"(1) N o n t a x a b l e  U s e s  o r  D i e s e l  F u e l  a n d  
A v ia t io n  F u e l  T a x e d  U n d e h  S e c t i o n  
4 0 9 1 .-

"(1) I n g e n e r a l . — Except as provided In 
subsection (k> and In p a rag rap h  (3) o f th is 
subsection. If any fuel on  w hich tax  has 
been Imposed by section  4091 Is used by any 
person In a  n o n taxab le  use. th e  S ecretary  
sh a ll pay (w ithou t In terest) to  th e  u ltim ate  
p u rchaser o f such  fuel an  a m o u n t equal to 
th e  aggregate am oun t o f ta x  Imposed on 
such  fuel u n d e r section  4091.

"(2) N o n t a x a b l e  use.—F o r purposes of 
th is  subsection , th e  term  'n o n tax ab le  use* 
m eans, w ith respect to  any fuel, any  use of 
such  fuel Lf such  use Is ex em p t from  the  
tax es Imposed by subsections (a)(1) and 
(CXI) of section  4041 (o th e r th a n  by reason 
of th e  im position of tax  on  any sale th e re ­
of).

"(3) No r e t u h d  o r  l e a k i n g  u n d e r g r o u n d
STORACC TANK TtUST TOND MNANCING TAX.—
P arag rap h  (1) sha ll no t apply  to  so m uch of 
th e  tax  Imposed by sec!Ion 4091 as Ls a ttr ib ­
u tab le  to  th e  Leaking U nderground S torage  
T an k  T ru s t Fu n d  financing ra te  Imposed by 
such section  In th e  case o f—

"(A) fuel used In a dlesel-powered Irnln. 
and

■•(B> fuel used In any a irc ra ft,"  
i2> P arag rap h  (1) of section 6427(b) Is 

am ended—
(A) by s trik in g  o u t "subsection  U i o f sec­

tion  4041" th e  first place It appears and In­
serting  In lieu th ereo f "section  4041(a) or 
4091". and

IB) by strik ing  ou t "subsection  ta) o f sec­
tion  4041" th e  second place It a p p e a r s  urn) 
Inserting In lieu th e reo f "section 404tia> or 
4091, as th e  ease may be".

U l S u b p arag rap h  IB ) of section «427(eHi)
Is am rnded by Inserting "o r 4091" a fte r 

section 4041".
1 4) .Subsection if)  of section  6427 Is 

am ended to read  a* follows:

"(f) G a s o l i n e .  D i e s e l  F u e l ,  a n d  A v i a t i o n  
F u e l  U s e d  T o " 4 Produce C erta in  Alcohol 
Fuels,—Except as provided In aubseciion 
<k>-

" 1 1 ) G a s o l i n e  a n d  d i e s e l  r u n s . —
"(A) I n  g e n e r a i — If any gasoline or d i s e i  

fuel on which Lax was Imposed by section 
4081 or 4091 at th e  regular Highway T ru s t 
Fund financing ra te  Is used by any person In 
producing a m ix tu re  described In section 
4081(c) o r In section 4091(cXlXA) la s  Ihe 
case may be) w hich U sold o r used in such 
person 's trade o r business, the  Secretary  
shall pay (w ithou t in te res t) to  such person 
an  am ount equal to  th e  excess of th e  regu­
lar Highway T ru s t Fund financing r a le  over 
th e  Incentive Highway T ru s t Fund F inanc­
ing ra te  with respect to  such  fueL 

"(B) D e f i n i t i o n s . — For purposes o f sub­
paragraph  (A)—

" ( I )  R e g u l a r  h i g h w a y  t r u s t  t o n d  p i n a n c -  
i n g  r a t e . —T h e  te rm  ’regu lar Highway T rust 
Fund financing ra te ' m eans­

' l l )  9 cents per gallon In th e  case o l giso- 
llne, and

"(II) 15 cents pe r gallon In th e  case of 
diesel fuel.

'• ( I I )  I n c e n t i v e  h i g h w a y -  t r u s t  t o n d  f i ­
n a n c i n g  r a t e . —T h e  term  'Incentive High­
way T ru st Fund Financing ra te ' m eans­

' l l )  3 tt cents pe r gailon Ln th e  case of gas­
oline, and

"(II) 10 cents pe r gailon In th e  case of 
diesel fuel.

" ( C >  C o o r d i n a t i o n  w r n i  o t h e r  r e p a y -  
m e n t  p r o v i s i o n s . — No am o u n t sha ll be pay­
able under subparag raph  (A) w ith respect to 
any gasoline o r diesel fuel w ith  respect to 
w hich an  am oun t Ls payable under subsec­
tion  (d). (e). or (I) of th is section  o r  under 
section 6420 or 6421.

"(2) A v i a t i o n  r u r t - - l f  any aviation fuel 
on  which tax  was Imposed by section 4091 is 
used by any person ln producing a  m ix tu re  
a t  least 10 percen t of w hich Is alcohol i s  
defined ln section 4081(cK3)) which ls sold 
o r  used In such person 's trad e  or business, 
th e  Secretary  sha ll pay (w ith o u t Interest* to 
such  person an am oun t equal to  th e  aggre­
gate am ount of tax  (a ttr ib u tab le  to  th e  Air­
po rt and Airway T ru s t F und  financing ra e) 
Imposed on such  fuel under section 4091.

"(3) T i - j i i n a t i o n . — P arag rap h s (1) and '2 ) 
sha ll n o t apply w ith respect to  any m ix u .re  
sold or used a f te r  Septem ber 3 0 ,199J."

(5KA) P arag rap h  (1) of section  6427(1) Is 
am ended by strik ing  ou t "o r (h )“ and Insert­
ing In lieu thereof " (h ). o r d>".

(B) Clause (1) o f section 0427IIK2KA) Is 
am ended by strik ing  ou t "an d  <h>" and  n -  
scm n g  In lieu th ereo f " (h i, and  Hi".

(6) Subsection (o) of section  6427 <as re­
designated by pa rag rap h  (1)) Is am ended to 
read as follows:

"(o> T e r m i n a t i o n  o r  C e r t a i n  P r o v i ­
s i o n s . -E x c e p t  w ith respect to  tax es im­
posed by section 4041(d) and  sections 4031 
and 4091 a t  th e  Leaking U nderground S to r­
age T ank T ru st F und  financing raie. su b v e- 
(ions ta). (b). <c>, (d). (g). <h>. and H< shall 
only apply with respect to  fu r ls  purchasi-d 
before O ctober 1. 1993."

(d l O t h e r  CoxroaMiNC A m e n d m e n t s  —
(1) Subsection ic l of section 40 is omrnfli-d 

by striking ou t "o r section 408110" and  in­
serting  in lieu thereo f ". section  <081(0 , i r  
section 4091(c)".

(2) S ubparagraph  >B) nl section 
40HlieM 2). as am ended bv section 1103 
th e  Tax Reform  Act of 1986. ta am ended by 
striking ou t "ne t revenues'' and  all th a t  fal­
lows and inserting in lieu th e reo f the  fo:ii >*• 
Ing: "ne t revenue* are  at least $500 OvO O-a) 
from  taxes Imposed by section t tx l i r t i  and

fT  A d  T i l
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taxc* a ttr ib u tab le  to Leaking U nderground 
S torage T ank  T ru s t Fund financing ra te  Im­
posed under th is  section and sections 4042 
and 4091."

(3) Subsection (a) of section 4101, as 
am ended by section  1703 of th e  T ax  Reform  
Act 1988, Is am ended by Inserting  "o r 
4091 a f te r  "section 4081",

(4) Subsection  (a) of section 4221 Is 
am ended by strik in g  ou t “ (o th e r th a n "  and 
all th a t  follows th ro u g h  “sale by th e  m anu­
fac tu rer"  and inserting  In lieu thereof 
" (o th e r th a n  u n d e r section 4121. 1081, or 
4091) on th e  sale by th e  m an ufactu rer" .

(5) Section 6208 Is am ended by strik ing  
o u t "o r 4041" and  inserting  In lieu thereof 
"o r 4041 or 4091".

16) P a rag rap h  (2) of section 6416(b) Is 
am ended—

(A) by strik ing  ou t " 'o th e r  th an  coal tax ­
able un d er section  412, )’■. and 

<B) by adding a t  th e  end th ereo f th e  fol­
lowing new sentence: "T h is  p a rag rap h  shall 
no t apply In th e  case of any lax  paid  under 
section 4091 or 4121.”

(7) S ub p arag rap h  (A) of section  6-" 16(b)(3) 
Ls am ended by Inserting "and  o th e r  th an  
any fuel taxab le  under section 4091" a fte r  
"section 4081“.

(8 ) S ub p arag rap h  <B> of section 6416(b)(3) 
Is am ended by strik ing  o u t “ . such gasoline" 
and Inserting In lieu th e re o l "o r any  fuel 
taxable  under section 4001, such  gasoline o r 
fuel"

(9) S ub p arag rap h  (C) of section 6421(e)(2) 
Is hereby repealed.

(10) T he subsection (J) o f section 6421 re­
lating to  cross references Ls am ended by 
strik ing  ou t parag raph  ( 1 ) and by redesig­
na ting  pa rag rap h s (2). (3). and  (4). as p a ra ­
graphs (1), (2). and  (3), respectively.

i l l )  Section 6652 is am ended by strik ing  
ou t th e  subsection (j) added by section 
17021b) o l th e  T ax  Reform  Act of 1986 and 
by redesignating subsections (1) and <m) as 
subsections (k) and  (I), respectively.

(12) Subsection  (b> of section 9502 Is 
am ended by strik in g  ou t "a n d "  a t  th e  end of 
parag raph  (2 ). by redesignating parag raph
(3) as p a rag rap h  (4), and by Inserting a f te r  
pa rag rap h  (2 ) th e  following new parag raph :

"(3) am oun ts determ ined  by th e  S ecretary  
to be equivalent to  the  tax es received In th e  
T reasu ry  before Ja n u a ry  1. 1988, u n d e r sec­
tion 4091 (to  th e  ex te n t a ttr ib u ta b le  to  th e  
A irport and Airway T ru s t Fund  financing 
rate), an d ".

(13) P a rag rap h  (1) of section 9503(b) Is 
am ended by strik ing  ou t su b p a rag rap h  (F) 
and Inserting In lieu thereo f th e  following;

"(F ) section 4091 (re la tin g  to  tax  on diesel 
fuel), and".

(14) P arag rap h  (4) of section  9503(b) Is 
am ended (o read  as follows;

" ( 4 ) C e r t a in  a d d i t io n a l  t a x x s  n o t  TRANS­
FERRED TO HIGHWAY TRUST TUND.—F o r  p u r ­
poses o f  p a ra g ra p h s  ( 1) And ( 2 )—

“(A) th e re  sha ll no t be tak en  Into account 
th e  taxes Irnposi J  by sections 404l(c!>, and 

"(B ) th e re  sha ll be taken  Into accoun t th e  
taxes Imposed by sections 4081 and  4091 
only to  th e  ex te n t a ttr ib u ta b le  to th e  H igh­
way T ru s t Fund  Itnanclng ra te s  u n d e r  such 
sections."

(15) P arag rap h  (2) of section  9503(e) Li 
am ended—

<A) by strik ing  ou t "sections -1041 and 
4081“ and Inserting  In lieu th ereo f "sections 
4041.4081. and 4091". and 

< 0 ) by strik ing  ou t "sec tion  4041 or 4081" 
and Inserting In lieu th e reo l "section  4041. 
1081, o r 4091".

1 16) Subsection (b) o f section 9508 Is 
am ended by redesignating  p a rag rap h s (3) 
and (41 as pa rag rap h s (4) and (5). respective­
ly. and by Inserting  a fte r  p a rn g rap h  (2 ) the  
following new paragraph:

"(3) taxes received In th e  T reasu ry  un d er 
section 4091 (re la tin g  to  tax  on diesel fuel 
and aviation fuel) to  th e  e x te n t a ttr ib u ta b le  
to th e  Leaking U nderground  S to rag e  T ru s t 
Fund financing ra te  un d er such section,".

(17) S u b p arag raph  (A) of section 
9508(c)(2) Is am ended by strik ing  o u t clause
(II) and  all th a t  follows and  Inserting  In lieu 
thereo f th e  following:

"(II) credits allowed u n d e r section  34. 
w ith respect to  th e  taxes Imposed by section  
4041(d) or by sections 4081 and 4091 (to  th e  
ex te n t a ttr lb u tah le  to  th e  Leaking U nder­
ground S torage T ru st F u n d  financing  ra le  
under such  sections)."

(18) T h e  table of su b p a rts  for p a r t  III of 
su b ch ap tc r A of c h ap te r  32 Ls am ended  by 
Inserting a fte r  th e  item  re la tin g  to  su b p a rt 
A th e  following new Item:
"S u b p art B. Diesel fuel and  av iation  fuel."

(e l  E f f e c t iv e  D a te .—T h e  a m e n d m e n ts  
m ad e  by th is  se c tio n  s h a l l  a p p ly  to  sa le s  
a f te r  M arch  31. 1988.

(f) F lo o r  S to c k s  T a x .—
(1) Im p o s it io n  o r  t a x . —O n an y  taxab le  

fuel which on April 1, 1988, Is held  by  a ta x ­
able person, th e re  Is h e reb y  Im posed a floor 
stocks tax  a t th e  ra te  of tax  w hich would be 
Imposed if such fuel were sold on  such  d a te  
In a sale sub ject to  tax  u n d e r  section  4091 of 
th e  In te rn a l R evenue Code o l 1986 (as 
added by th is section).

(2) O v e rp a y m e n t o r  f l o o r  s to c k s  ta x e s ,  
e tc .—Sections 6416 and 6427 of su ch  Code 
sha ll apply In respect o f th e  floor stocks 
taxes Imposed by th is  subsection  so as to e n ­
title . sub ject to all provisions o f su ch  sec­
tions. any person paying such  floor slocks 
taxes to  a credit o r  re fu n d  th e re o f fo r any 
reason specified In su ch  sections. All provi­
sions of law, including penalties, applicable 
w ith respect to  th e  tax es Im posed by section  
4091 o l such Code (as so added) sh a ll apply  
to  th e  floor stocks taxes im posed by th is  
subsection.

(3) D u e  d a te  o r  t a x .—T h e  tax es Imposed 
by th is  subsection sha ll be  paid befo re  Ju n e  
16.1988.

(4) D e f in i t io n s .—F or purposes o f th is  
subsection—

(A) T a x a b le  rUEL.—
(I) I n  g e n e r a l . — T h e  te rm  " tax a b le  fuel" 

m eans any tax ab le  fuel (as defined  In sec­
tion  4092 of such  Code, as added by th is  sec­
tion ) on w h i:h  no  tax  h as  been Imposed 
under section 4041 of su ch  Code.

(II) E x c e p tio n  t o r  f u e l  h e ld  t o r  n o n ta x -  
a b le  u se s .—T h e  term  " tax a b le  fuel" 
sha ll no t Include fuel h e ld  exclusively for 
any use which is a n o n tax ab le  use  (as de­
fined In section 6427(1) o f su ch  Code, as 
added by th is section).

(B) T a x a b le  p e r s o n .—T h e  te rm  " tax ab le  
person" m eans any  person  o th e r  th a n  a  p ro ­
ducer (as defined Ui section  4092 of such  
Code, 'is so added) o r Im porter of tax ab le  
fuel.

(C) H e ld  b y  a  t a x a b l e  p e r s o n . — An article  
sha ll be trea ted  as held by a  person  If title  
th e re to  h a t passed to  such  person (w h e th e r 
o r no t delivery to  uch person h as been 
m ade).

C l)  S pecial rule tor tu el  held  tor use in
TRAINS AND COMMERCIAL AIRCRAFT.—O llly  th e  
L :ak lng  U nderground S to rag e  T an k  T ru s t 
Fund  financing ra te  u n d e r section  4091 of 
ru ch  Code shall apply  fo r purposes of th is  
subsection w ith respect to —

(A) diesel fuel held  exclusively fo r use as a  
fuel In a dlcsel-powercd tra in , and

IB) aviation fuel held  exclusively for use 
ak a fuel In an  a irc ra ft n o t In noncom m er­
cial aviation ia s  defined In section  4041(c)(4) 
of such Code).

'■< C o p r  r r * J  - " u t t B l e  f u e l '

( 6 )  T r a n s f e r  o p  f l o o r  s t o c k  r e v x n u e s  t o  
t r u s t  ruN i>s.-For purposes of determ ining 
th e  am o u n t tran sferred  to any tru s t  fund, 
th e  tax  Imposed by th is  subsection shall be 
trea ted  as Imposed by section 4091 of such 
Code (as so added).

(g) C o o r d i n a t i o n  W i t h  A i r p o r t  a n d  
A i r w a y  S a f e t y  a n d  C a p a c i t y  E x p a n s i o n  
A c t  o p  1987.—If th e  A irport and Airway 
S afe ly  and Capacity E xpansion Act of 1987 
Is enacted , effective on Decem ber 31. 1987. 
sections 4091(b)(5)(B) and 9502(b)(3) of 
such  Code (as added by th is section) are 
each am ended by strik ing  ou t "Jan u a ry  1. 
1988" and inserting in lieu thereo f "Jan u ary
1. 1991"., , ‘
SEC . I OWL EX TENSIO N O F  TEM PO RA RY INCREASE 

IN A M O l.V T O F  TAX IM P O SE D  ON 
COAL PKOOI CEILS.

S u b p arag raph  (A) of section 4121(e)(2) 
(re la tin g  to tem porary  Increase term ination  
date) ls am ended by strik ing  ou t "Jan u a ry  1. 
1996" and Inserting In lieu thereof "January 
1.2014".

PART II—TAX-RELATED USER FEES
SEC. I IU II . FE E S FOR R EU CE STS FO R RCLINC. D E­

TERM INATION. AND SIM ILA R LET­
TERS.

(a) G e n e r a l  R ule.—T he S ecretary  of th e  
T reasu ry  or his delegate (h e re in a fte r in th is 
section  referred  to  as th e  "S ecretary") shall 
estab lish  a program  requiring th e  paym ent 
of u ser fees fo r requests to th e  In ternal 
R evenue Service for ruling letters, opinion 
le tters , and d e te rm ination  le tte rs  and for 
sim ilar requests.

(b) P r o g r a m  C r i t e r i a . —
(1) In c e n c r a l — T h e  fees charged under 

th e  program  required  by subsectio.i (a)—
(A) sha ll vary according to categories to r 

subcategories) established by th e  Secretary.
(B) sha ll be determ ined a fte r  taking into 

account th e  average tim e fo r (and difficulty 
of) com plying w ith requests in each  catego­
ry (and  subcategory), and

(C) sha ll be payable tn advance.
(2) E x e m p t io n s ,  e t c . — T h e  Secretary  shall 

provide for such  exem ptions (and reduced 
fees) under such program  as he  determ ines 
to  be appropria te .

(3) A v e r a g e  fe e  r e q u i r e m e n t . — T he aver­
age fee charged un d er th e  program  required 
by subsection (a) shall n o t be less th a n  th e  
am o u n t determ ined under th e  following
table:

Category Average Fee

Em ployee plan  ru ling
and op in ion .................. S250

E xem pt organization
ru lin g .,......................—. 5350

Em ployee p lan  d e te r­
m in a tio n ...................   $300

E xem pt organization
d e te rm in a tio n   $275

C hief counsel ruling..... $200.
<c> A p p l i c a t i o n  o p  S e c t i o n . — Subsection 

(a) sha ll apply w ith respect to requests 
m ade on  or a f te r  th e  1 st day of th e  second 
calen d ar m onth  beginning a fte r  th e  date of 
th e  en ac tm en t o f th is Act and before S ep­
tem ber 30. 1990.
SF.C. I0 J I L  O C C tP A T IO N A L  TA XES H E -A T IN C  TO 

A U 'O IIO L , TOBACC O, AND FIREA RM S.
(a) O c c u p a t i o n a l  T a x e s  o n  D i s t i l l e d  

S p i r i t s  P l a n t s .  B o n d e d  W i n *  C c l l a r s .  
B r x w e r i f s .  E t c . —

( 1 )  D i s t i l l e d  s p i r i t s  p l a n t s , b o n d e d  w i n *
CELLARS. ETC.—

( A )  I n  g e n e r a l — P art II  of subchap ter A  
of c lm p ter 51 (rela ting  to  distilled spirits, 
wine*. and beer) Ls am ended by Inserting 
before su b p art U th e  following new subpart:

'< • C o p y  rr»< l 1 8 9 1 '. a n d ." .
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S e r v ic e s
A H A R B O R  ENTERPRISES COM PANY

P.O. Box 389 • Seward, Alaska 99664 • (907) 224-3190

February 04, 1988

Senator Frank H. Murkowaki 
United States Senate 
709 Hart Building 
Washington, D.C.

Dear Senator Frank;

* f It has cpme to my attention that Congress passed a Mid-
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Distillates Fuel Tax Bill in 
December 22, 1987 as a~part
Act. A close examination of 
raised serious concerns and 
your attention.

the chaotic and waning hours of 
of the overall U.S. Tax Reduction 
the provisions of the Act have 

accordingly I wish to bring them to

The Act states that a diesel fuel tax of $.151 per gallon is to 
be levied on "any liquid suitable for use as a fuel in a diesel 
highway vehicle or a diesel powered train (does not apply to fuel 
for home heating use)". The key word here is "suitable"—  
whether the product is used as such or not. The collection of 
the excise tax on the sale of any taxable fuel by wholesale 
dealers is made mandatory on all sales. All tax free sales for 
certain exempt sales purposes are repealed. Wholesalers can buy 
diesel fuel for resale provided they are registered and have 
posted bonds as required by the Treasury.

Petro Marine Services is a marine-oriented fuel distributorship 
with a majority of our customers being fishing industry related. 
A recent review of our sales volumes reflect that less than one- 
percent of our total diesel fuel gallons are taxable highway and 
off-highway use fuel. Fronting this tax to _ the TrewHfm-wlll 
significantly Increase -the cost of doing business for our 
customers by adversely affecting their cash flow and, of 
consequence, we dealers will be affected likewise. End-use 
consumers will not be able to apply for a refund of these taxes 
unless the amount of the tax withheld is over $1,000 in a 
quarter. Furthermore, consumers must wait until year end and 
apply the overpayment to their Income tax return as stipulated in 
the Bill. The Treasury is not obligated to pay interest on the 
refunds; thus, the collected amounts are, in essence, interest- 
free loans to the government from marine fuel consumers, many of 
whom are struggling to derive a living from an uncertain and 
undercapitalized fishing Industry.

A Pioneer Alaskan Company Specializing In Petroleum Marketing to the Marine Industry.

I m :
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In addition this tax will have a negative impact on domestic 
marine fuel suppliers as opposed to foreign bunkerers and 
processors many of whom import their fuel and sell to U.S. flag 
vessels on the high-seas and within our Exclusive Economic Zone 
(EEZ). With the $.151 per gallon Federal Excise Tax plus the 
$.05 per gallon State of Alaska Marine Fuel Tax, it will be 
economically impossible to compete against- foreign flag
operators. I am certain this was not the intent of Congress.

f I
One of the provisions in the law states that "the Treasury has 
been given discretionary authority to exempt certain sales from 
tax where the purchaser satisfactorily demonstrates to the 
Treasury that the fuel will be consumed for use deemed non­
taxable in nature, that these parties must also register and post 
bonds as required by the Treasury". Let me assure you bonding 
requirements will only impose a further financial hardship on 
fuel distributorships some of whom are already faced with 
problems securing basic insurance needs. If indeed, the end-user 
is included in this Clause, we alone have several hundred
customers who would be required to register and post bond with
the Treasury in order to be deemed tax-exempt. This stipulation 
will be very cumbersome and difficult for all affected to comply 
with. The law further reads that the Treasury is expected to 
exercise their authority on a "case by case" basis. Inasmuch as 
our taxable highway use diesel fuel customer base is miniscule as 
compared to our predominate marine base, it seems reasonable to 
assume that an overwhelming amount of time and effort will be 
consumed by the Treasury in rendering these assessments. Under 
the aforementioned circumstances it would seem that a blanket 
waiver would be a viable alternative for marine oriented fuel 
distributors such as ourselves.

Without question the Mid-Distillate Fuel Tax Bill in its present 
form represents ill-conceived legislation. As a company, Petro 
Marine Services has consistently supported reasonable regulation 
at all levels of government; however, this particular Bill serves 
only to finance and broaden Federal bureaucracy at the expense of 
fuel dealers and end-use consumers. In view of this fact I 
respectfully urge that immediate consideration be • given to 
amending those provisions In the Bill which are not applicable to 
highway diesel fuel use.

Dale R. Lindsey, President 
HARBOR ENTERPRISES, INC.

DRLitc
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ALASKA FACTORY TRAWLER ASSOCATiOt.

4059 218T AYE. WEST. S U m  40C 
SEATTL*. WASHINGTON M id i ' 
(20«)2M-<139

TELEFAX 206-28J-184I
TELEX S1000125M, ALASKA TRAWl  SEA

The Honorable John Warner February 22, 1988
United States Senator
421 Senate Russell Office Building
Washington, D.C. 20510

Dear Senator Warner:
The Alaska Factory Trawler Association (AFTA), the trade 
association which represents the factory trawler fleet operating 
in the North Pacific groundfish fishery, Geeks your assistance in 
a matter of significant economic importance to ue and to other 
segments of the fishing industry - establishing an up-front 
exemption for fishing vessels from the 15.1 cent per gallon 
federal highway excise tax on diesel fuels.
This federal excise tax, passed December 22, 19r7, was designed 
to tax highway users. However, current exemptions from diesel 
fuel taxes for off-highway users, including fishing vessels, has 
been eliminated. Loos of this up-front exemption means that 
fishermen will be required to pay the tax up front, then apply 
for a refund on a quarterly basis, Thio needlessly increases the 
recordkeeping and paperwork for both the fishermen and the 
government, and coots the fishermen significantly due to the loss 
of the time value of tho money deposited with the government.
While this is a problem for all fishermen, the problem becomes 
particularly acute for the factory trawler operators. Those 
large American owned and operated vessels participate in high 
volume, low margin fisheries and must compete in tho world market 
againat foreign producers who enjoy lower operating coots. As 
illustrated in the attached fact aheet, factory trawlei' operators 
can expect to have between $22,500 end $67,950 ©’waiting rebate at 
any time. This amount increases if rebatee aren't made in a 
prompt manner.
At a timo when prices for our products have declined and other 
operating costs have increaood, many operators cannot afford thia 
additional drain to their cash flow.



Orie uff Ulie u l j j u t ;  L l v b b  »^r d o l n y  6w oi' w i t h  -bh<? ^ucomptAorv t o
deter tex-evasion schemes, in which fuel which is ostensibly 
purchased for off-highway uso is diverted to use in a highway
vehicle. Such a scheme is only a remote possibility for an
operator of a vessel fishing in the Gulf of Alaska or the Bering 
Sea, and a burden of the magnitude imposed by this lav; is
unjustified, If deterring such schemes is the goal of Congress, 
a provision applying the exemption only to fue3 pvimped directly 
into the fishing vessel would be appropriate.
You can help with this issue by supporting a bill, such eo the 
one enclosed, which amends the Internal Revenue Code by providing 
fishing vessels, fish processing vessels, and tender vessels an 
up-front exemption from this highway tnx,
The members of AFTA would like to thank you for tho assistance 
you have given us in the past, and hope that you will work with 
us to resolve the problem we are facing today.

Sincerely,
i
William R. Orr
Director, Government Affairs



ALASKA FACTORY TJMY/LFA ASSOCIATION

4639 a 10T AVE. WEST. BUTTE 400 
M X m jl,  WASHINGTON M199 
(806)1064139
T*LSFAKS06444-1l41
TEUPC 8106012S66, ALASKA TRMYl 8£A
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FACTORY TRAWLER FitEL CONSUMPTION

An informal survey waa conducted among factory trawler orerHtort 
to determine fuel consumption patterns. The reaulte, which ere 
rough averages, are categorized into three categories.* vocsela 
leas than 200 ieet, vofifiala 200 - 250 feet, and vessel® greater 
than 250 feet. The number of vessels include vessels which will 
enter the fishery this year.

Factory Trawler© leas them 200 feat
Number of vessels:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax 0 S.151/gal :

16
75.000 - 100,000 gallons 
2000 g&llono/duy
150.000 gallons 
822,500

Factory Trawlers between 200 and 250 foot
Number of vessela:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax @ $.151/gai :

14
150.000 gallons 
2600 gallons/day
200.000 gallons 
$30,200

Factory Trawlers larger than 250 feet
Number of vessels: 10
Fuel carrying capacity: 200,000 to 325,000 gallons
Daily fuel consumption: 6000 gallons/day
Quarterly fuel consumption: 450,000 gallons 
Quarterly tax 0 $.151/gal : $67,950
Nearly all of the fuel ls token at Alaskan ports. Tho overage 
price of fuel (#2 diesel) purchased ln Alaska is $.75/gailon.
(A quarter is figured as 75 days of operation.)
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Diesel fuel( users sputter oyer tax changes
By Daniel R. Saddler "*‘ fl
Tlww Kihia  W rfur

Changes In 1888 federal tax 
law will force users of tax-ex­
empt diesel fuel to wait up to a 
year for refunds of federal ex­
cise taxes, a delay some fisher­
men say will eat into already- 
thin operating margins.

Under the change, brought 
on by the Budget Reconciliation 
Act of 1987, fishermen, farmers, 
state and local governments 
and other tax-exempt users will 
no longer be able to buy their wl I

at the pump Jan. I. •
"Coastal Alaska, not to men­

tion the whole stale, runs on die­
sel fuel, and much of It Is tax- 
free," said Jim Ramaglla, vice 
president of Kodiak Oil Sale9,

"It doesn't take a lot of 
imaglna||nn to see what this ex­
pense is going to do lo farmers, 
fishermen, loggers, miners, and 
ranchers," Ramaglla said.

Under current tax law, these 
users do not currently pay 'he 
15.1-cent federal excise tax.

their lax returns for the tax 
paid, or file for refunds, accord­
ing to IRS Publication 378, 
"Fuel Tax Credits."

The refund or credit process 
Is similar for off-road users of 
fuels, such as farmers, loggers, 
state and local governments 
and schools. Those paying less 
than $1,000 In lax per quarter 
may file for annual refunds, 
while those who paid more can 
seek quarterly refunds.

Tire need to tie up an extra 15iim.aaI n nnl l 1 • fiiftl _________   , ... Ich raises the cost of a gallon percent of annual fuel, bills'first fuel tax«J,h
diesel fuel tax-free at Hie pump Ij of d'csel to about $1 per gallon.!? could force the commercial "Before, wr
as of April I . ." I1. They can either register to buy /  fishermen who are his custom-

Instead, they must pay a 15.1 tax-free fuel at a dealer regis- 
cents-per-gallon excise tax on » tertM to sell It, or must display 
diesel fuel, (hen apply for tax a ait exemption certificate at 
credits or refunds. Tax-exempt other dealers, 
users of gasoline already began If fishermen do buy tax-paid 
paying a 9.1-cents-per-gallon tax fuel, they may claim credit on

ers to cut back on maintenance, 
pay, or safety equipment, said 
Ramaglia.

"Long-lining for cod Is a 
high-volume, low-margin opera­
tion, and a lot of these guys are

~rsr 1? lr ~ jTipsffor prpperty owners
Once you’ve stopped worrying about- th e ' :  , |f  you sell a  pi6ce of property at $1 million, a 

1987 tax return due April 15, you can start wor- '< ■ good chunk ol the price, maybe $300,000, will go
'• rylng about how to get through 1888 so you £ -   ------ -- - ............  ............

won t have so much to worry about at this time /
v  n.vf »• ■ - i- ;next year.

Changes In the law are bringing twists to 
some familiar features of your federal Income 
tax return.

•  Home mortgages. Just when you thought 
this year's home mortgage rules were compli­
cated enough, Congress came along just before

to the IRS, but you will still have $800,000 to In­
vest. Using the Installment plan may cut your 
taxes, but your return on the Investment may ' 
be less.

•  Individual Retirement Account. If you’re 
no longer eligible to make a tax-reducing con­
tribution to an IRA, don't make one, suggests 
Michael Borsuk, of accounting firm Coopers & 
I.ybrand. Although some Investment experts

* Christmas and changed the rules, retroactive might disagree, fie figures making the e x tra .
to Oct. 13,1967. It could affect, your deductions'. con tri Unions will complicate yourllfe when It
on your 1968 return. r  '.-V » • comes to making withdrawals and filing tax re-

Under the new law, you can still get a tax turns at that time. . 
break when you borrow up to $1 million lo buy . ' •  Capital gains. Since there Is no longer a

>and/or Improve a  first and second home. And . . .
you can still take out a home equity loan and 
still get a mortgage deduction.

But under the 1968 regulations, the Interest 
on any equity borrowings over $100,000 will be 
treated as consumer Interest unless It Is 
clearly earmarked for the home,

•  Property sales. If you plan to sell property r  
this year, weigh the benefits of taking the total 
payment In cash up front, versus an install­
ment sale, in which ypu are paid over a period 
ofyears. - ,

Alan Weiner, of Holts Rubensteln, notes that

separate tax on capital gains, you might want 
lo wait until October or November to sell a 
stock or other security that has risen in price. 
By then, you'll be able to make a projection of 
your income and tax situation for the rest of 
the year. • 1 •

•  Rental income. If you rent your vacation 
home for less then 1$ days a  year, you don't 
have to report the Income, according to the 
H tR  Block Tax Guide. There Is a catch, how­
ever: You can't claim any upkeep expenses or 
depreciation. Mortgage Interest and property 
taxes remain deductible.

operating on trip-to-lrip basis," 
Ramaglia said.

"Every fisherman goes 
through a point either in his ca­
reer or annually, when every 
penny counts, and the govern­
ment adding this expense is 
going to put a real hardship on 
them," he said.

IRS officials In Anchorage 
and Washington said shifting 
the burden of tax payment from 
wholesalers to retailers will 
make it easier to track payment:V " f  

wr had hundreds of 
thousands, fnaybe millions of 
taxpayers," said Don Fidlow, 
an IRS attorney in Washington,
D.C. "But by moving ti.e tax to 
wholesalers we are limiting It to 
a handful of taxpayers. In effect 
it's saving a lot of paperwork 
and headaches for both tax­
payers and the service."

But fishermen say the 
changes will add paperwork 
and headaches, and quietly 
speculate the tax office hopes 
paperwork will discourage fish­
ermen from filing for refunds.

Sonja Coraiza, president of 
the North Pacific Fisheries As­
sociation, operates a -tO-foot 
fishing boat In the Bering Sea 
with her husband six months a 
year.

"We try to plan ahead In our 
year, and usually we know how 
much a trip will cost us," she 
said. "And if we have to odd 
that extra cost for fuel, II may 
have an Impact on other equip­
ment.

"A dollar is a dollar, you can 
only stretch It so far," she said.

Al Burch, director of the 
Alaska Draggere Association 
and owner of two Bering Sea 
dreggers, agrees.

"Fishing is a real marginal 
business, and a  fisherman in 
slow times needs every penny 
he can get," he said. "There 
may bo only a very short time 
when he may be making money, 
but he has to stretch the short 
good times over bad months."

"The price of fuel will go up

and we'll pay it, we have 
choice," he said.

Ramaglia said he expects the 
lax law change will force him to 
charge an extra cent or two per 
gallon of fuel to cover his papi r- 
work and interest costs. He also 
anticipates being forced, along 
with other dealers, into giving 
the government free use of his 
money while waiting to collect 
the taxes from customers.

"The fuel companies are re­
quired to pay that 15.1 cents 
(per gallon) to the feds within 
two weeks of the sale, whether 
they have collected the tax or

no t,"  he said. "B ut we usually 
only collect bills every  30 o r 60 
days, so w e'll be serv ing  as 
b an k er for the g overnm en t."

C urren t IRS regulations re ­
qu ire  fisherm en to m ain ta in  
com ple te  fue1 pu rch ase  records 
in c a s e  of IRS inquiry o r  audit, 
and both buyers and  sellers  of 
diesel fuel p red ic t a  n igh tm are  
of paperw ork  und»r the  new 
regulations.

" I t  is going to w ork a  real 
hardsh ip  on sm all businesses of 
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