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P.L.2016, CHAPTER 66, approved November 21, 2016 

Assembly, No. 3988 

 

 

AN ACT allowing certain fuel dealers and distributors refunds of 1 

petroleum products gross receipts tax and credits against motor 2 

fuel tax for certain bad debts from the dealers’ and distributors’ 3 

sale of fuel, supplementing P.L.1990, c.42 (C.54:15B-1 et seq.) 4 

and P.L.2010, c.22 (C.54:39-101 et seq.). 5 

 6 

 BE IT ENACTED by the Senate and General Assembly of the State 7 

of New Jersey: 8 

 9 

 1. a.  A distributor of motor fuels licensed pursuant to section 10 

33 of P.L.2010, c.22 (C.54:39-133) or a person that has been 11 

recognized as a licensed company pursuant to section 6 of 12 

P.L.1991, c.181 (C.54:15B-12) shall be allowed a refund for the 13 

portion of a bad debt from the sale of fuel that constitutes petroleum 14 

products gross receipts tax.  The portion of a bad debt from the sale 15 

of fuel that constitutes petroleum products gross receipts tax shall 16 

be determined from the purchase and sale records concerning the 17 

person filing for the refund and shall be that portion of the charge 18 

for fuel and the charge for tax that is the charge for tax, without 19 

regard to any other charges reflected on the distributor’s invoice. 20 

 b. As an alternative to applying for a refund, a taxpayer that 21 

has been recognized as a licensed company pursuant to section 6 of 22 

P.L.1991, c.181 (C.54:15B-12) may elect to receive the value of the 23 

portion of a bad debt from the sale of fuel that constitutes petroleum 24 

products gross receipts tax by taking a deduction from gallons sold 25 

against the payment otherwise required pursuant to section 7 of 26 

P.L.1990, c.42 (C.54:15B-7).  The reduction of the payment 27 

required pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) shall 28 

be applied on the report for the period during which the bad debt is 29 

written off as uncollectible in the claimant's books and records and 30 

is eligible to be deducted for federal income tax purposes.  If the 31 

reduction of payment allowed pursuant to this subsection exceeds 32 

the amount of petroleum products gross receipts tax otherwise due 33 

for the period during which the bad debt is written off, that amount 34 

of excess may be carried forward to subsequent periods, as 35 

necessary, and applied against liability in those periods. 36 

 c. For the purposes of this section: 37 

 "Bad debt" means “bad debt” as defined by section 166 of the 38 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 39 

calculating bad debt recovery; provided however, the amount 40 

calculated pursuant to section 166 of the federal Internal Revenue 41 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 42 
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paid on an account to be a payment for motor fuel and petroleum 1 

products gross receipts tax, and any charges on the account for 2 

anything other than motor fuel and petroleum products gross 3 

receipts tax shall be disregarded in calculating the amount of bad 4 

debt. 5 

 d. If the refund for bad debt pursuant to subsection a. of this 6 

section or the deduction from the payment otherwise required 7 

pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) allowed 8 

pursuant to subsection b. of this section is taken for a bad debt and 9 

the debt is subsequently collected in whole or in part, any amount 10 

collected shall be considered payment for motor fuel, petroleum 11 

products gross receipts tax, and any associated service charges 12 

reflected on the account, and the proportion of the amount collected 13 

that is petroleum products gross receipts tax shall be paid and 14 

reported on the report filed for the period in which the collection is 15 

made. 16 

 17 

 2. a.  A distributor shall be allowed a credit against the 18 

payment required pursuant to subsection c. of section 5 of P.L.2010, 19 

c.22 (C.54:39-105) for the portion of a bad debt from the sale of 20 

motor fuel that constitutes motor fuel tax.  The portion of a bad debt 21 

from the sale of motor fuel that constitutes motor fuel tax shall be 22 

determined from the statements required by subsection a. of section 23 

5 of P.L.2010, c.22 (C.54:39-105) to be delivered with each 24 

consignment of fuel to a purchaser and shall be that portion of the 25 

charge for fuel and the charge for tax that is the charge for tax, 26 

without regard to any other charges reflected on the statement. 27 

 b. The credit against the payment required pursuant to 28 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 29 

pursuant to subsection a. of this section shall be applied on the 30 

report for the period during which the bad debt is written off as 31 

uncollectible in the claimant's books and records and is eligible to 32 

be deducted for federal income tax purposes.  If the amount of the 33 

credit allowed pursuant to subsection a. of this section exceeds the 34 

amount of motor fuel tax for the period during which the bad debt is 35 

written off, that amount of excess credit may be carried forward to 36 

subsequent periods, as necessary, and applied against liability in 37 

those periods. 38 

 c. For the purposes of this section: 39 

 "Bad debt" means “bad debt” as defined by section 166 of the 40 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 41 

calculating bad debt recovery; provided however, the amount 42 

calculated pursuant to section 166 of the federal Internal Revenue 43 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 44 

paid on an account to be a payment for motor fuel and motor fuel 45 

tax, and any charges on the account for anything other than motor 46 

fuel and motor fuel tax shall be disregarded in calculating the 47 

amount of bad debt. 48 
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 d. If the credit against the payment required pursuant to 1 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 2 

pursuant to subsection a. of this section is taken for a bad debt and 3 

the debt is subsequently collected in whole or in part, any amount 4 

collected shall be considered payment for motor fuel, motor fuel 5 

tax, and any associated service charges on the account and the 6 

portion of the amount collected that constitutes motor fuel tax shall 7 

be paid and reported on the report filed for the period in which the 8 

collection is made. 9 

 10 

 3. This act shall take effect immediately and apply to fuel sold 11 

on or after the first day of the third month next following the date of 12 

enactment. 13 

 14 

 15 

STATEMENT 16 

 17 

 This bill allows motor fuel distributors and heating oil dealers a 18 

refund of their petroleum products gross receipts tax for certain 19 

“bad debts” on their sales of fuel. 20 

 This bill also allows motor fuel distributors a credit against their 21 

motor fuel tax due for certain bad debts on their sales of motor fuel. 22 

 Motor fuel distributors sell motor fuel to other distributors and to 23 

retail dealers for that price they must charge for the fuel plus the 24 

State petroleum products gross receipts tax ($0.04 per gallon for 25 

gasoline and diesel) and motor fuel tax ($0.105 per gallon for 26 

gasoline and $0.135 for diesel fuel).  In general, motor fuel 27 

distributors purchase motor fuel “tax included” and pass the tax on 28 

to their customer.  Heating oil dealers generally purchase their fuel 29 

“tax free,” and must charge their non-exempt customers for the 30 

petroleum products gross receipts tax on their sales of heating oil.  31 

The distributors and dealers must pay these taxes when they 32 

purchase motor fuel and then pass them on to their customers.  If a 33 

distributor’s or dealer’s customer goes out of business or fails to 34 

pay for some other reason, the distributor of motor fuel is at risk not 35 

only on the loss for the cost of the fuel but also on the loss for the 36 

taxes. 37 

 The petroleum products gross receipts tax and the motor fuels tax 38 

are frequently co-collected but are independently administered. 39 

 This bill allows a distributor or dealer who has an account that 40 

becomes an uncollectible bad debt to claim a refund of petroleum 41 

products gross receipts tax for the petroleum products gross receipts 42 

tax portion of the bad debt.  To make the process as simple as 43 

possible, the sellers that are recognized as licensed companies 44 

allowed to directly pay petroleum products gross receipts tax on 45 

their sales are allowed, in the alternative, to take the refund in the 46 

form of a deduction on their tax returns. 47 
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 This bill allows a motor fuel distributor who has an account that 1 

becomes an uncollectible bad debt to claim a credit against motor 2 

fuel tax liability for the motor fuel tax portion of the bad debt. 3 

 The bill defines that a “bad debt” becomes uncollectible when it 4 

becomes a bad debt deduction for federal income tax purposes. 5 

 In the case of each tax, if a portion of the bed debt that was 6 

previously written off as uncollectible is ultimately collected, a 7 

dealer or distributor who was allowed a refund or credit must pay 8 

the portion of the amount collected that represents the tax liability.  9 

 10 

 11 

                                 12 

 13 

 Allows certain fuel dealers and distributors refunds of petroleum 14 

products gross receipts tax and credits against motor fuel tax for 15 

certain bad debts from sale of fuel.  16 
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AN ACT allowing certain fuel dealers and distributors refunds of 1 

petroleum products gross receipts tax and credits against motor 2 

fuel tax for certain bad debts from the dealers’ and distributors’ 3 

sale of fuel, supplementing P.L.1990, c.42 (C.54:15B-1 et seq.) 4 

and P.L.2010, c.22 (C.54:39-101 et seq.). 5 

 6 

 BE IT ENACTED by the Senate and General Assembly of the State 7 

of New Jersey: 8 

 9 

 1. a.  A distributor of motor fuels licensed pursuant to section 10 

33 of P.L.2010, c.22 (C.54:39-133) or a person that has been 11 

recognized as a licensed company pursuant to section 6 of 12 

P.L.1991, c.181 (C.54:15B-12) shall be allowed a refund for the 13 

portion of a bad debt from the sale of fuel that constitutes petroleum 14 

products gross receipts tax.  The portion of a bad debt from the sale 15 

of fuel that constitutes petroleum products gross receipts tax shall 16 

be determined from the purchase and sale records concerning the 17 

person filing for the refund and shall be that portion of the charge 18 

for fuel and the charge for tax that is the charge for tax, without 19 

regard to any other charges reflected on the distributor’s invoice. 20 

 b. As an alternative to applying for a refund, a taxpayer that 21 

has been recognized as a licensed company pursuant to section 6 of 22 

P.L.1991, c.181 (C.54:15B-12) may elect to receive the value of the 23 

portion of a bad debt from the sale of fuel that constitutes petroleum 24 

products gross receipts tax by taking a deduction from gallons sold 25 

against the payment otherwise required pursuant to section 7 of 26 

P.L.1990, c.42 (C.54:15B-7).  The reduction of the payment 27 

required pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) shall 28 

be applied on the report for the period during which the bad debt is 29 

written off as uncollectible in the claimant's books and records and 30 

is eligible to be deducted for federal income tax purposes.  If the 31 

reduction of payment allowed pursuant to this subsection exceeds 32 

the amount of petroleum products gross receipts tax otherwise due 33 

for the period during which the bad debt is written off, that amount 34 

of excess may be carried forward to subsequent periods, as 35 

necessary, and applied against liability in those periods. 36 

 c. For the purposes of this section: 37 

 "Bad debt" means “bad debt” as defined by section 166 of the 38 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 39 

calculating bad debt recovery; provided however, the amount 40 

calculated pursuant to section 166 of the federal Internal Revenue 41 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 42 

paid on an account to be a payment for motor fuel and petroleum 43 

products gross receipts tax, and any charges on the account for 44 

anything other than motor fuel and petroleum products gross 45 

receipts tax shall be disregarded in calculating the amount of bad 46 

debt. 47 
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 d. If the refund for bad debt pursuant to subsection a. of this 1 

section or the deduction from the payment otherwise required 2 

pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) allowed 3 

pursuant to subsection b. of this section is taken for a bad debt and 4 

the debt is subsequently collected in whole or in part, any amount 5 

collected shall be considered payment for motor fuel, petroleum 6 

products gross receipts tax, and any associated service charges 7 

reflected on the account, and the proportion of the amount collected 8 

that is petroleum products gross receipts tax shall be paid and 9 

reported on the report filed for the period in which the collection is 10 

made. 11 

 12 

 2. a.  A distributor shall be allowed a credit against the 13 

payment required pursuant to subsection c. of section 5 of P.L.2010, 14 

c.22 (C.54:39-105) for the portion of a bad debt from the sale of 15 

motor fuel that constitutes motor fuel tax.  The portion of a bad debt 16 

from the sale of motor fuel that constitutes motor fuel tax shall be 17 

determined from the statements required by subsection a. of section 18 

5 of P.L.2010, c.22 (C.54:39-105) to be delivered with each 19 

consignment of fuel to a purchaser and shall be that portion of the 20 

charge for fuel and the charge for tax that is the charge for tax, 21 

without regard to any other charges reflected on the statement. 22 

 b. The credit against the payment required pursuant to 23 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 24 

pursuant to subsection a. of this section shall be applied on the 25 

report for the period during which the bad debt is written off as 26 

uncollectible in the claimant's books and records and is eligible to 27 

be deducted for federal income tax purposes.  If the amount of the 28 

credit allowed pursuant to subsection a. of this section exceeds the 29 

amount of motor fuel tax for the period during which the bad debt is 30 

written off, that amount of excess credit may be carried forward to 31 

subsequent periods, as necessary, and applied against liability in 32 

those periods. 33 

 c. For the purposes of this section: 34 

 "Bad debt" means “bad debt” as defined by section 166 of the 35 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 36 

calculating bad debt recovery; provided however, the amount 37 

calculated pursuant to section 166 of the federal Internal Revenue 38 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 39 

paid on an account to be a payment for motor fuel and motor fuel 40 

tax, and any charges on the account for anything other than motor 41 

fuel and motor fuel tax shall be disregarded in calculating the 42 

amount of bad debt. 43 

 d. If the credit against the payment required pursuant to 44 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 45 

pursuant to subsection a. of this section is taken for a bad debt and 46 

the debt is subsequently collected in whole or in part, any amount 47 

collected shall be considered payment for motor fuel, motor fuel 48 
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tax, and any associated service charges on the account and the 1 

portion of the amount collected that constitutes motor fuel tax shall 2 

be paid and reported on the report filed for the period in which the 3 

collection is made. 4 

 5 

 3. This act shall take effect immediately and apply to fuel sold 6 

on or after the first day of the third month next following the date of 7 

enactment. 8 

 9 

 10 

STATEMENT 11 

 12 

 This bill allows motor fuel distributors and heating oil dealers a 13 

refund of their petroleum products gross receipts tax for certain 14 

“bad debts” on their sales of fuel. 15 

 This bill also allows motor fuel distributors a credit against their 16 

motor fuel tax due for certain bad debts on their sales of motor fuel.  17 

 Motor fuel distributors sell motor fuel to other distributors and to 18 

retail dealers for that price they must charge for the fuel plus the 19 

State petroleum products gross receipts tax ($0.04 per gallon for 20 

gasoline and diesel) and motor fuel tax ($0.105 per gallon for 21 

gasoline and $0.135 for diesel fuel).  In general, motor fuel 22 

distributors purchase motor fuel “tax included” and pass the tax on 23 

to their customer.  Heating oil dealers generally purchase their fuel 24 

“tax free,” and must charge their non-exempt customers for the 25 

petroleum products gross receipts tax on their sales of heating oil.  26 

The distributors and dealers must pay these taxes when they 27 

purchase motor fuel and then pass them on to their customers.  If a 28 

distributor’s or dealer’s customer goes out of business or fails to 29 

pay for some other reason, the distributor of motor fuel is at risk not 30 

only on the loss for the cost of the fuel but also on the loss for the 31 

taxes. 32 

 The petroleum products gross receipts tax and the motor fuels tax 33 

are frequently co-collected but are independently administered. 34 

 This bill allows a distributor or dealer who has an account that 35 

becomes an uncollectible bad debt to claim a refund of petroleum 36 

products gross receipts tax for the petroleum products gross receipts 37 

tax portion of the bad debt.  To make the process as simple as 38 

possible, the sellers that are recognized as licensed companies 39 

allowed to directly pay petroleum products gross receipts tax on 40 

their sales are allowed, in the alternative, to take the refund in the 41 

form of a deduction on their tax returns. 42 

 This bill allows a motor fuel distributor who has an account that 43 

becomes an uncollectible bad debt to claim a credit against motor 44 

fuel tax liability for the motor fuel tax portion of the bad debt. 45 

 The bill defines that a “bad debt” becomes uncollectible when it 46 

becomes a bad debt deduction for federal income tax purposes. 47 
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 In the case of each tax, if a portion of the bed debt that was 1 

previously written off as uncollectible is ultimately collected, a 2 

dealer or distributor who was allowed a refund or credit must pay 3 

the portion of the amount collected that represents the tax liability.  4 



ASSEMBLY BUDGET COMMITTEE 

 

STATEMENT TO  

 

ASSEMBLY, No. 3988  

 

STATE OF NEW JERSEY 
 

DATED:  JUNE 23, 2016 

 

The Assembly Budget Committee reports favorably Assembly Bill 

No. 3988. 

 Assembly Bill No. 3988 allows motor fuel distributors and 

heating oil dealers a refund of their petroleum products gross 

receipts tax for certain “bad debts” on their sales of fuel. 

 This bill also allows motor fuel distributors a credit against their 

motor fuel tax due for certain bad debts on their sales of motor fuel. 

 Motor fuel distributors sell motor fuel to other distributors and to 

retail dealers for that price they must charge for the fuel plus the 

State petroleum products gross receipts tax ($0.04 per gallon for 

gasoline and diesel) and motor fuel tax ($0.105 per gallon for 

gasoline and $0.135 for diesel fuel). In general, motor fuel 

distributors purchase motor fuel “tax included” and pass the tax on 

to their customer. Heating oil dealers generally purchase their fuel 

“tax free,” and must charge their non-exempt customers for the 

petroleum products gross receipts tax on their sales of heating oil.  

The distributors and dealers must pay these taxes when they 

purchase motor fuel and then pass them on to their customers.  If a 

distributor’s or dealer’s customer goes out of business or fails to 

pay for some other reason, the distributor of motor fuel is at risk not 

only on the loss for the cost of the fuel but also on the loss for the 

taxes. 

 The petroleum products gross receipts tax and the motor fuels tax 

are frequently co-collected but are independently administered. 

 This bill allows a distributor or dealer who has an account that 

becomes an uncollectible bad debt to claim a refund of petroleum 

products gross receipts tax for the petroleum products gross receipts 

tax portion of the bad debt.  To make the process as simple as 

possible, the sellers that are recognized as licensed companies 

allowed to directly pay petroleum products gross receipts tax on 

their sales are allowed, in the alternative, to take the refund in the 

form of a deduction on their tax returns. 

 This bill allows a motor fuel distributor who has an account that 

becomes an uncollectible bad debt to claim a credit against motor 

fuel tax liability for the motor fuel tax portion of the bad debt. 

 The bill defines that a “bad debt” becomes uncollectible when it 

becomes a bad debt deduction for federal income tax purposes. 
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 In the case of each tax, if a portion of the bed debt that was 

previously written off as uncollectible is ultimately collected, a 

dealer or distributor who was allowed a refund or credit must pay 

the portion of the amount collected that represents the tax liability.  

 

FISCAL IMPACT: 

 The Office of Legislative Services expects this bill will result in an 

indeterminate annual decrease in State revenues, but cannot quantify 

the loss due of a lack of information on the frequency and magnitude 

of “bad debts” in the fuel business. 

 As the bill allows for certain distributors and dealers to receive a 

refund of their petroleum products gross receipts tax and allows motor 

fuel distributors a credit against their motor fuel tax due for certain bad 

debts on their sales of motor fuel, the revenues under those taxes will 

decrease. However, as the bill requires that if a portion of the bad debt, 

previously written off as uncollectible, is collected, the dealer or 

distributor who was allowed a refund or credit, must pay the portion of 

the amount collected that represents the tax liability, which will 

moderate the net decrease. 
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LEGISLATIVE FISCAL ESTIMATE 

ASSEMBLY, No. 3988 

STATE OF NEW JERSEY 
217th LEGISLATURE 

 

DATED: JUNE 30, 2016 

 

 

SUMMARY 

 

Synopsis: Allows certain fuel dealers and distributors refunds of petroleum 

products gross receipts tax and credits against motor fuel tax for 

certain bad debts from sale of fuel. 

Type of Impact: Potential revenue decrease to the State General Fund and the 

Transportation Trust Fund. 

Agencies Affected: Department of Transportation 

 

Office of Legislative Services Estimate 

Fiscal Impact Fiscal Year 2016 Fiscal Year 2017 Fiscal Year 2018 

Direct State Revenue Loss Indeterminate – See comments below 

 
 

 The Office of Legislative Services expects the bill to decrease revenues to the State General 

Fund and the Transportation Trust Fund, as the legislation allows for certain distributors and 

dealers to receive a refund of their petroleum products gross receipts tax for certain “bad 

debts” on their sales of fuel, and similarly allows motor fuel distributors a credit against their 

motor fuel tax due for certain bad debts on their sales of motor fuel. 

 However, the bill requires that if a portion of the bad debt, which was previously written off 

as uncollectible, is collected, the dealer or distributor, who was allowed a refund or credit, 

must pay the portion of the amount collected that represents the tax liability.  Any taxes 

recovered, as a result of the collection of the bad debt, would reduce the impact of the bill. 

 

 

BILL DESCRIPTION 

 

 Assembly Bill No. 3988 of 2016 allows certain distributors and dealers a refund of their 

petroleum products gross receipts tax for certain “bad debts” on their sales of fuel.  Additionally, 

the bill allows motor fuel distributors a credit against their motor fuel tax due for certain bad 

debts on their sales of motor fuel. 

 The bill defines that a “bad debt” becomes uncollectible when it becomes a bad debt 

deduction for federal income tax purposes. In the case of each tax, if a portion of the bad debt 

that was previously written off as uncollectible is ultimately collected, a dealer or distributor who 

was allowed a refund or credit must pay the portion of the amount collected that represents the 

tax liability. 
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FISCAL ANALYSIS 

 

EXECUTIVE BRANCH 

 

 None received 

 

 

OFFICE OF LEGISLATIVE SERVICES 

 

 The Office of Legislative Services expects the bill to decrease revenues to the State General 

Fund and the Transportation Trust Fund, as the legislation allows for certain distributors and 

dealers to receive a refund of their petroleum products gross receipts tax for certain “bad debts” 

on the sales of fuel, and similarly allows motor fuel distributors a credit against the motor fuel 

tax due for certain bad debts on the sales of motor fuel.  However, the bill requires that if a 

portion of the bad debt, which was previously written off as uncollectible, is collected, the dealer 

or distributor, who was allowed a refund or credit, must pay the portion of the amount collected 

that represents the tax liability.  Any taxes recovered, as a result of the collection of the bad debt, 

would reduce the impact of the bill.   

 Motor fuel distributors sell motor fuel to other distributors and to retail dealers at a price 

which includes the cost of the fuel plus the State petroleum products gross receipts tax ($0.04 per 

gallon for gasoline and diesel) and motor fuel tax ($0.105 per gallon for gasoline and $0.135 for 

diesel fuel).  Of the revenues collected, the first $200 million of the petroleum products gross 

receipts tax and an amount equivalent to $0.105 per gallon of the motor fuel tax is 

constitutionally dedicated to the Transportation Trust Fund (Article VIII, Section II, paragraph 

4).  The excess revenue generated from the petroleum products gross receipts tax and the motor 

fuel tax is then deposited into the State General Fund; however, traditionally, this revenue has 

also been deposited into the Transportation Trust Fund. 

 In general, motor fuel distributors purchase motor fuel “tax included” and pass the tax on to 

their customer.  Heating oil dealers generally purchase their fuel “tax free,” and must charge 

their non-exempt customers for the petroleum products gross receipts tax on their sales of 

heating oil.  The distributors and dealers must pay these taxes when they purchase motor fuel and 

then pass them on to their customers.  If a distributor’s or dealer’s customer goes out of business 

or fails to pay for some other reason, the distributor of motor fuel is at risk not only for the loss 

of the cost of the fuel but also on the loss for the taxes paid. 

 The bill would alleviate the risk these distributors and dealers face by allowing tax credits 

and refunds to cover the taxes owed on the bad debt.  By allowing these tax credits and refunds, 

the taxes that would be collected absent this bill would potentially be credited or refunded back 

to the distributor or dealer, reducing the amount of revenue to the State General Fund and 

Transportation Trust Fund.  However, if the bad debt that was previously written off is collected, 

the distributor or dealer who was allowed the refund or credit would be responsible for paying 

the tax back to the State, helping to reduce the overall impact to the State General Fund and the 

Transportation Trust Fund. 

 

Section: Revenue, Finance and Appropriations 

Analyst: Jordan M DiGiovanni 

 Assistant Fiscal Analyst 

Approved: Frank W. Haines III 

Legislative Budget and Finance Officer 

 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C.52:13B-6 et seq.). 
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SYNOPSIS 

 Allows certain fuel dealers and distributors refunds of petroleum products 

gross receipts tax and credits against motor fuel tax for certain bad debts from 

sale of fuel.  
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AN ACT allowing certain fuel dealers and distributors refunds of 1 

petroleum products gross receipts tax and credits against motor 2 

fuel tax for certain bad debts from the dealers’ and distributors’ 3 

sale of fuel, supplementing P.L.1990, c.42 (C.54:15B-1 et seq.) 4 

and P.L.2010, c.22 (C.54:39-101 et seq.). 5 

 6 

 BE IT ENACTED by the Senate and General Assembly of the State 7 

of New Jersey: 8 

 9 

 1. a.  A distributor of motor fuels licensed pursuant to section 10 

33 of P.L.2010, c.22 (C.54:39-133) or a person that has been 11 

recognized as a licensed company pursuant to section 6 of 12 

P.L.1991, c.181 (C.54:15B-12) shall be allowed a refund for the 13 

portion of a bad debt from the sale of fuel that constitutes petroleum 14 

products gross receipts tax.  The portion of a bad debt from the sale 15 

of fuel that constitutes petroleum products gross receipts tax shall 16 

be determined from the purchase and sale records concerning the 17 

person filing for the refund and shall be that portion of the charge 18 

for fuel and the charge for tax that is the charge for tax, without 19 

regard to any other charges reflected on the distributor’s invoice. 20 

 b. As an alternative to applying for a refund, a taxpayer that 21 

has been recognized as a licensed company pursuant to section 6 of 22 

P.L.1991, c.181 (C.54:15B-12) may elect to receive the value of the 23 

portion of a bad debt from the sale of fuel that constitutes petroleum 24 

products gross receipts tax by taking a deduction from gallons sold 25 

against the payment otherwise required pursuant to section 7 of 26 

P.L.1990, c.42 (C.54:15B-7).  The reduction of the payment 27 

required pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) shall 28 

be applied on the report for the period during which the bad debt is 29 

written off as uncollectible in the claimant's books and records and 30 

is eligible to be deducted for federal income tax purposes.  If the 31 

reduction of payment allowed pursuant to this subsection exceeds 32 

the amount of petroleum products gross receipts tax otherwise due 33 

for the period during which the bad debt is written off, that amount 34 

of excess may be carried forward to subsequent periods, as 35 

necessary, and applied against liability in those periods. 36 

 c. For the purposes of this section: 37 

 "Bad debt" means “bad debt” as defined by section 166 of the 38 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 39 

calculating bad debt recovery; provided however, the amount 40 

calculated pursuant to section 166 of the federal Internal Revenue 41 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 42 

paid on an account to be a payment for motor fuel and petroleum 43 

products gross receipts tax, and any charges on the account for 44 

anything other than motor fuel and petroleum products gross 45 

receipts tax shall be disregarded in calculating the amount of bad 46 

debt. 47 
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 d. If the refund for bad debt pursuant to subsection a. of this 1 

section or the deduction from the payment otherwise required 2 

pursuant to section 7 of P.L.1990, c.42 (C.54:15B-7) allowed 3 

pursuant to subsection b. of this section is taken for a bad debt and 4 

the debt is subsequently collected in whole or in part, any amount 5 

collected shall be considered payment for motor fuel, petroleum 6 

products gross receipts tax, and any associated service charges 7 

reflected on the account, and the proportion of the amount collected 8 

that is petroleum products gross receipts tax shall be paid and 9 

reported on the report filed for the period in which the collection is 10 

made. 11 

 12 

 2. a.  A distributor shall be allowed a credit against the 13 

payment required pursuant to subsection c. of section 5 of P.L.2010, 14 

c.22 (C.54:39-105) for the portion of a bad debt from the sale of 15 

motor fuel that constitutes motor fuel tax.  The portion of a bad debt 16 

from the sale of motor fuel that constitutes motor fuel tax shall be 17 

determined from the statements required by subsection a. of section 18 

5 of P.L.2010, c.22 (C.54:39-105) to be delivered with each 19 

consignment of fuel to a purchaser and shall be that portion of the 20 

charge for fuel and the charge for tax that is the charge for tax, 21 

without regard to any other charges reflected on the statement. 22 

 b. The credit against the payment required pursuant to 23 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 24 

pursuant to subsection a. of this section shall be applied on the 25 

report for the period during which the bad debt is written off as 26 

uncollectible in the claimant's books and records and is eligible to 27 

be deducted for federal income tax purposes.  If the amount of the 28 

credit allowed pursuant to subsection a. of this section exceeds the 29 

amount of motor fuel tax for the period during which the bad debt is 30 

written off, that amount of excess credit may be carried forward to 31 

subsequent periods, as necessary, and applied against liability in 32 

those periods. 33 

 c. For the purposes of this section: 34 

 "Bad debt" means “bad debt” as defined by section 166 of the 35 

federal Internal Revenue Code (26 U.S.C. s.166) as the basis for 36 

calculating bad debt recovery; provided however, the amount 37 

calculated pursuant to section 166 of the federal Internal Revenue 38 

Code (26 U.S.C. s.166) shall be adjusted to consider any amount 39 

paid on an account to be a payment for motor fuel and motor fuel 40 

tax, and any charges on the account for anything other than motor 41 

fuel and motor fuel tax shall be disregarded in calculating the 42 

amount of bad debt. 43 

 d. If the credit against the payment required pursuant to 44 

subsection c. of section 5 of P.L.2010, c.22 (C.54:39-105) allowed 45 

pursuant to subsection a. of this section is taken for a bad debt and 46 

the debt is subsequently collected in whole or in part, any amount 47 

collected shall be considered payment for motor fuel, motor fuel 48 
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tax, and any associated service charges on the account and the 1 

portion of the amount collected that constitutes motor fuel tax shall 2 

be paid and reported on the report filed for the period in which the 3 

collection is made. 4 

 5 

 3. This act shall take effect immediately and apply to fuel sold 6 

on or after the first day of the third month next following the date of 7 

enactment. 8 

 9 

 10 

STATEMENT 11 

 12 

 This bill allows motor fuel distributors and heating oil dealers a 13 

refund of their petroleum products gross receipts tax for certain 14 

“bad debts” on their sales of fuel. 15 

 This bill also allows motor fuel distributors a credit against their 16 

motor fuel tax due for certain bad debts on their sales of motor fuel.  17 

 Motor fuel distributors sell motor fuel to other distributors and to 18 

retail dealers for that price they must charge for the fuel plus the 19 

State petroleum products gross receipts tax ($0.04 per gallon for 20 

gasoline and diesel) and motor fuel tax ($0.105 per gallon for 21 

gasoline and $0.135 for diesel fuel).  In general, motor fuel 22 

distributors purchase motor fuel “tax included” and pass the tax on 23 

to their customer.  Heating oil dealers generally purchase their fuel 24 

“tax free,” and must charge their non-exempt customers for the 25 

petroleum products gross receipts tax on their sales of heating oil.  26 

The distributors and dealers must pay these taxes when they 27 

purchase motor fuel and then pass them on to their customers.  If a 28 

distributor’s or dealer’s customer goes out of business or fails to 29 

pay for some other reason, the distributor of motor fuel is at risk not 30 

only on the loss for the cost of the fuel but also on the loss for the 31 

taxes. 32 

 The petroleum products gross receipts tax and the motor fuels tax 33 

are frequently co-collected but are independently administered. 34 

 This bill allows a distributor or dealer who has an account that 35 

becomes an uncollectible bad debt to claim a refund of petroleum 36 

products gross receipts tax for the petroleum products gross receipts 37 

tax portion of the bad debt.  To make the process as simple as 38 

possible, the sellers that are recognized as licensed companies 39 

allowed to directly pay petroleum products gross receipts tax on 40 

their sales are allowed, in the alternative, to take the refund in the 41 

form of a deduction on their tax returns. 42 

 This bill allows a motor fuel distributor who has an account that 43 

becomes an uncollectible bad debt to claim a credit against motor 44 

fuel tax liability for the motor fuel tax portion of the bad debt. 45 

 The bill defines that a “bad debt” becomes uncollectible when it 46 

becomes a bad debt deduction for federal income tax purposes. 47 
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 In the case of each tax, if a portion of the bed debt that was 1 

previously written off as uncollectible is ultimately collected, a 2 

dealer or distributor who was allowed a refund or credit must pay 3 

the portion of the amount collected that represents the tax liability.  4 



ASSEMBLY BUDGET COMMITTEE 
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The Assembly Budget Committee reports favorably Assembly Bill 

No. 3988. 

 Assembly Bill No. 3988 allows motor fuel distributors and 

heating oil dealers a refund of their petroleum products gross 

receipts tax for certain “bad debts” on their sales of fuel. 

 This bill also allows motor fuel distributors a credit against their 

motor fuel tax due for certain bad debts on their sales of motor fuel. 

 Motor fuel distributors sell motor fuel to other distributors and to 

retail dealers for that price they must charge for the fuel plus the 

State petroleum products gross receipts tax ($0.04 per gallon for 

gasoline and diesel) and motor fuel tax ($0.105 per gallon for 

gasoline and $0.135 for diesel fuel). In general, motor fuel 

distributors purchase motor fuel “tax included” and pass the tax on 

to their customer. Heating oil dealers generally purchase their fuel 

“tax free,” and must charge their non-exempt customers for the 

petroleum products gross receipts tax on their sales of heating oil.  

The distributors and dealers must pay these taxes when they 

purchase motor fuel and then pass them on to their customers.  If a 

distributor’s or dealer’s customer goes out of business or fails to 

pay for some other reason, the distributor of motor fuel is at risk not 

only on the loss for the cost of the fuel but also on the loss for the 

taxes. 

 The petroleum products gross receipts tax and the motor fuels tax 

are frequently co-collected but are independently administered. 

 This bill allows a distributor or dealer who has an account that 

becomes an uncollectible bad debt to claim a refund of petroleum 

products gross receipts tax for the petroleum products gross receipts 

tax portion of the bad debt.  To make the process as simple as 

possible, the sellers that are recognized as licensed companies 

allowed to directly pay petroleum products gross receipts tax on 

their sales are allowed, in the alternative, to take the refund in the 

form of a deduction on their tax returns. 

 This bill allows a motor fuel distributor who has an account that 

becomes an uncollectible bad debt to claim a credit against motor 

fuel tax liability for the motor fuel tax portion of the bad debt. 

 The bill defines that a “bad debt” becomes uncollectible when it 

becomes a bad debt deduction for federal income tax purposes. 



2 

 

 In the case of each tax, if a portion of the bed debt that was 

previously written off as uncollectible is ultimately collected, a 

dealer or distributor who was allowed a refund or credit must pay 

the portion of the amount collected that represents the tax liability.  

 

FISCAL IMPACT: 

 The Office of Legislative Services expects this bill will result in an 

indeterminate annual decrease in State revenues, but cannot quantify 

the loss due of a lack of information on the frequency and magnitude 

of “bad debts” in the fuel business. 

 As the bill allows for certain distributors and dealers to receive a 

refund of their petroleum products gross receipts tax and allows motor 

fuel distributors a credit against their motor fuel tax due for certain bad 

debts on their sales of motor fuel, the revenues under those taxes will 

decrease. However, as the bill requires that if a portion of the bad debt, 

previously written off as uncollectible, is collected, the dealer or 

distributor who was allowed a refund or credit, must pay the portion of 

the amount collected that represents the tax liability, which will 

moderate the net decrease. 
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SUMMARY 

 

Synopsis: Allows certain fuel dealers and distributors refunds of petroleum 

products gross receipts tax and credits against motor fuel tax for 

certain bad debts from sale of fuel. 

Type of Impact: Potential revenue decrease to the State General Fund and the 

Transportation Trust Fund. 

Agencies Affected: Department of Transportation 

 

Office of Legislative Services Estimate 

Fiscal Impact Fiscal Year 2016 Fiscal Year 2017 Fiscal Year 2018 

Direct State Revenue Loss Indeterminate – See comments below 

 
 

 The Office of Legislative Services expects the bill to decrease revenues to the State General 

Fund and the Transportation Trust Fund, as the legislation allows for certain distributors and 

dealers to receive a refund of their petroleum products gross receipts tax for certain “bad 

debts” on their sales of fuel, and similarly allows motor fuel distributors a credit against their 

motor fuel tax due for certain bad debts on their sales of motor fuel. 

 However, the bill requires that if a portion of the bad debt, which was previously written off 

as uncollectible, is collected, the dealer or distributor, who was allowed a refund or credit, 

must pay the portion of the amount collected that represents the tax liability.  Any taxes 

recovered, as a result of the collection of the bad debt, would reduce the impact of the bill. 

 

 

BILL DESCRIPTION 

 

 Assembly Bill No. 3988 of 2016 allows certain distributors and dealers a refund of their 

petroleum products gross receipts tax for certain “bad debts” on their sales of fuel.  Additionally, 

the bill allows motor fuel distributors a credit against their motor fuel tax due for certain bad 

debts on their sales of motor fuel. 

 The bill defines that a “bad debt” becomes uncollectible when it becomes a bad debt 

deduction for federal income tax purposes. In the case of each tax, if a portion of the bad debt 

that was previously written off as uncollectible is ultimately collected, a dealer or distributor who 

was allowed a refund or credit must pay the portion of the amount collected that represents the 

tax liability. 
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FISCAL ANALYSIS 

 

EXECUTIVE BRANCH 

 

 None received 

 

 

OFFICE OF LEGISLATIVE SERVICES 

 

 The Office of Legislative Services expects the bill to decrease revenues to the State General 

Fund and the Transportation Trust Fund, as the legislation allows for certain distributors and 

dealers to receive a refund of their petroleum products gross receipts tax for certain “bad debts” 

on the sales of fuel, and similarly allows motor fuel distributors a credit against the motor fuel 

tax due for certain bad debts on the sales of motor fuel.  However, the bill requires that if a 

portion of the bad debt, which was previously written off as uncollectible, is collected, the dealer 

or distributor, who was allowed a refund or credit, must pay the portion of the amount collected 

that represents the tax liability.  Any taxes recovered, as a result of the collection of the bad debt, 

would reduce the impact of the bill.   

 Motor fuel distributors sell motor fuel to other distributors and to retail dealers at a price 

which includes the cost of the fuel plus the State petroleum products gross receipts tax ($0.04 per 

gallon for gasoline and diesel) and motor fuel tax ($0.105 per gallon for gasoline and $0.135 for 

diesel fuel).  Of the revenues collected, the first $200 million of the petroleum products gross 

receipts tax and an amount equivalent to $0.105 per gallon of the motor fuel tax is 

constitutionally dedicated to the Transportation Trust Fund (Article VIII, Section II, paragraph 

4).  The excess revenue generated from the petroleum products gross receipts tax and the motor 

fuel tax is then deposited into the State General Fund; however, traditionally, this revenue has 

also been deposited into the Transportation Trust Fund. 

 In general, motor fuel distributors purchase motor fuel “tax included” and pass the tax on to 

their customer.  Heating oil dealers generally purchase their fuel “tax free,” and must charge 

their non-exempt customers for the petroleum products gross receipts tax on their sales of 

heating oil.  The distributors and dealers must pay these taxes when they purchase motor fuel and 

then pass them on to their customers.  If a distributor’s or dealer’s customer goes out of business 

or fails to pay for some other reason, the distributor of motor fuel is at risk not only for the loss 

of the cost of the fuel but also on the loss for the taxes paid. 

 The bill would alleviate the risk these distributors and dealers face by allowing tax credits 

and refunds to cover the taxes owed on the bad debt.  By allowing these tax credits and refunds, 

the taxes that would be collected absent this bill would potentially be credited or refunded back 

to the distributor or dealer, reducing the amount of revenue to the State General Fund and 

Transportation Trust Fund.  However, if the bad debt that was previously written off is collected, 

the distributor or dealer who was allowed the refund or credit would be responsible for paying 

the tax back to the State, helping to reduce the overall impact to the State General Fund and the 

Transportation Trust Fund. 

 

Section: Revenue, Finance and Appropriations 

Analyst: Jordan M DiGiovanni 

 Assistant Fiscal Analyst 

Approved: Frank W. Haines III 

Legislative Budget and Finance Officer 

 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C.52:13B-6 et seq.). 



12/4/2017 Office of the Governor I Newsroom 

NJ Home I Services A to Z I Departments! Agencies I FAQs 

Search All of NJ 

Home IIlewsroo m Media Ad min istration NJ's Prio riti es Contact Us 

Press Releases Public Addresses Execut ive Orde rs Press Kit Reports
 

Home > Newsreom > Press Releases > 2016
 

Stay ConnectedGovernor Chris Christie Takes Action On Pending Legislation with Social Media 

- - ------_._----_.._- --_._._- --­
Monday, November ;'1, 2016 Tags: Bill Action 

Stay Connected 
with Email Alerts 

LIKE THI S PAGE? SH ARE I T 
WITH YOUR FRI ENDS . 

i o:: ~HAR E - ij ~:~::, i 

Trenton, NJ - Governor Chris Christie announced that he has taken action on the following legislation: 

BILL SIGNINGS: 

A·2574 (Gusc lora, S. Kean) - Clarifies stadiums and arenas owned by local government entities are exempt from 
property taxation 

A·3988/S·1091 (Schaer, Schepis I, Phoebus, Space/A.R. Bucco, Oroho) • Allows certain fuel dealers and 
distributors refunos of petroleum products gross receipts tax and credits against motor fuel tax for certain bad debts 
from sale of fuel 

### 

Press Contact: 

Brian Murray 
609-777-2600 

Contact Us I Pr ivacy Notice I Legal Statement &. Disclaimers I Accessibility Statement I (t 
Statewide: NJ Home I Services A to Z I Departments/ Agencies I FAQs
 
Office of the Governor: Home I Newsroom I Media I Administ rat ion I NJ's Prioriti es I Contact Us
 

Copyright © State of New Jersey, 1996-2017
 
Office of t he Governor
 
PO Box 001
 
Trenton , NJ 08625
 
609 -292-6000
 

http://www.state.nj .us/gove rnor/news/news/552016/approved/20161121a.html 1/1 


	LEGISLATIVE HISTORY CHECKLIST
	FINAL TEXT OF BILL.
	SPONSORS' STATEMENT
	ASSEMBLY BUDGET COMMITTEE STATEMENT TO ASSEMBLY, No. 3988
	LEGISLATIVE FISCAL ESTIMATE ASSEMBLY, No. 3988
	SPONSORS' STATEMENT, ASSEMBLY No. A3988.
	ASSEMBLY BUDGET COMMITTEE STATEMENT TO ASSEMBLY, No. 3988
	LEGISLATIVE FISCAL ESTIMATE ASSEMBLY, No. 3988
	GOVERNOR'S PRESS RELEASE ON SIGNING.

