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Brief Description: Providing tax relief for certain transportation providers of natural or
manufactured gas.

Sponsors: Representatives Conway and Carrell.

Brief Summary of Bill

Provides a credit against the public utility tax owed by a public transportation proyider
for certain costs incurred relating to the acquisition of natural or manufactured gas$ to
be used as vehicular fuel.

Hearing Date:
Staff: Mark Matteson (786-7145).
Background:

Transit agencies currently operate alternative fuel vehicle programs. Purchases of fuel for
these programs are covered generally by certain tax exemptions.

Public Utility Tax; Gas Distribution Businesses

Public and privately-owned utilities, and certain other businesses, are subject to the state
public utility tax (PUT). The PUT is applied to the gross receipts of the business. For gas
distribution businesses, the applicable tax rate, including permanent surtaxes, is 3.852
percent. For providers of public or contract passenger transportation services, the applicable
tax rates are 0.642 or 1.926 percent, depending on whether the provider is within certain
proximity of an urban area. Revenues are deposited to the state general fund.

The gross receipts of gas distribution businesses that are subject to the PUT include both
amounts derived from the actual sale of gas and from transportation services in conveying
gas through a pipeline to the end user.

Fuels used by Public Transportation Providers; Exemptions

Fuels that are used by public transportation providers, or by private nonprofit organizations
that provider transportation services to persons with special needs, are generally exempt from
taxation on the acquisition of the fuel. Gasoline, ordinarily subject to the motor fuel tax, is
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exempt if purchased by one of these transit providers; diesel, ordinarily subject to the special
fuels tax, is similarly exempt. Both gasoline and special fuels, by virtue of the fuel tax
exemptions for these transit providers, would ordinarily then become subject to the retail
sales and use tax.. In 1980, the Legislature provided a retail sales and use tax exemption for
purchases of motor vehicle fuel and special fuel by public transportation providers or by
private nonprofit organizations exempt that provider transportation to persons with special
needs.

Compressed natural gas (CNG) is also a fuel that is used by some transit agencies for the
purposes of public transportation. If CNG is delivered by a marketer to a transit agency, it
receives exemptions under the special fuel tax and retail sales and use tax provided for
special fuels purchased by certain transit agencies. If the transit agency acquires the gas
through a pipeline, however, while no tax is due on the gas itself as acquired, the transit
agency effectively bears the cost of the PUT tax assessed on the utility that transports the gas
to the transit agency. The cost of the tax is passed down to the transit agency.

Summary of Bill:

A public utility tax (PUT) credit is provided to eligible transportation providers for costs
associated with the public utility tax on the transportation of natural or manufactured gas
delivered to the transportation provider, if the gas is used by the provider as vehicle fuel.
The credit is equal to the pre-tax charges for the gas transportation to the transportation
provider, multiplied by the gas distribution PUT rate of 3.852 percent.

An eligible transportation provider is defined as an urban passenger transportation system or
carrier that is entitled to a refund or exemption under the special fuels tax. Eligible

providers also include private, nonprofit transportation providers certified to provider
transportation services to persons with special needs and which are exempt from the special
fuels tax.

Credits are limited to the amount of tax imposed under the PUT and may not be carried over
from year to year. No refunds may be given.

Appropriation: None.

Fiscal Note: Requested February 9, 2002.

Effective Date: Ninety days after adjournment of session in which bill is passed.
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