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Synopsis as Enacted

Brief Description: Eliminating gasohol tax exemption.

By House Committee on Transportation (originally sponsored by
Representatives R. Fisher, Heavey, Cooke, Schmidt, Sheldon
and Springer).

House Committee on Transportation
Senate Committee on Transportation

Background: In 1980 and 1981, legislation was passed
exempting alcohol used in motor fuel from the motor fuel
tax. The legislation also provided a tax credit of 60
percent of the amount of tax exempted if the
alcohol/gasoline mixture (gasohol) contains at least 9.5
percent alcohol by volume.

The gasohol exemption and credit were scheduled to sunset in
1992 but were extended to 1999 in legislation passed during
the 1991 legislative session. ESB 5342, passed in 1993,
limits the exemption and credit to fuel containing alcohol
produced by a manufacturer that sold less than eight million
gallons of alcohol for use as fuel in the prior calendar
year.

Pursuant to the provisions of the 1990 federal Clean Air Act
amendments, the use of fuel oxygenated with alcohol or
ether-based additives is now required in King, Pierce,
Snohomish and Clark counties from November through February
and in Spokane County from September through February. The
required level of additive for oxygenation is 2.7 percent by
weight which translates to about 7.7 percent by volume for
gasohol.

The most common ether-based oxygenate is methyl tertiary
butyl ether (MTBE) which is produced primarily from crude
oil or natural gas. The gasohol exemption and credit apply
to alcohol used as a feedstock in the production of an
ether-based additive. Alcohol generally is not used in the
production of MTBE.

The federal government provides a gasohol exemption on the
14.1 cent federal gas tax ranging from 3.0 cents to 5.4
cents per gallon depending on alcohol content.
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Based on the November 1993 revenue forecast, $57 million
will be claimed in gasohol exemptions and credits in the
1993-95 biennium and $70 million in the 1995-97 biennium.

Summary: The fuel tax exemption and credit for alcohol used
as motor vehicle fuel is repealed. From July 1, 1994
through June 30, 1995, increased gas tax revenue resulting
from the repeal is placed in the newly created gasohol
exemption holding account. Revenue from the account may
only be used for state highway construction. If a court
finds that the bill is subject to the provisions of
Initiative 601, it shall be submitted for a vote of the
people at the next general election. A ballot title is
provided.

Votes on Final Passage:

House 88 7
Senate 42 7 (Senate amended)
House (House refused to concur)
Senate (Senate receded)
Senate 38 7 (Senate amended)
House 84 5 (House concurred)

Effective: May 1, 1994
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