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Motor Fuel Excise and Sales Taxes 

 
The federal government levies an excise tax of 18.4 cents per gallon of gasoline sold. The 
amount that states tax on top of that varies from 7.5 cents per gallon in Georgia and 8 cents in 
Alaska all the way up to 31 cents per gallon in Rhode Island and 28.5 cents in Wisconsin.1 The 
average tax on gasoline for all states is 20.3 cents per gallon.  Vermont currently taxes 20 cents 
per gallon and is ranked 30th among all states.2 
 
The federal government taxes 24.4 cents per gallon for diesel fuel.  The amount that each state 
taxes varies from a low of 7.5 cents in Georgia and 8 cents in Alaska to 30.8 cents in 
Pennsylvania.  Vermont currently taxes 26 cents per gallon of diesel fuel and is tied with several 
other states at 10th highest in the nation.3 
 
A gasoline tax (also known as a gas tax, petrol tax, fuel tax or fuel duty) is a sales tax imposed 
on the sale of gasoline.  Frequently the funds are dedicated to transportation, or even roads, so 
that the gas tax can be considered a users fee.4 
 
There are currently 5 states that apply their sales tax to motor fuels – Hawaii, Connecticut, 
Georgia, Indiana, and Delaware.5  Hawaii uses most of the sales tax on gas to pay for road and 
highway maintenance.6  This is also shown to be the case in Indiana.7  Georgia has increased its 

                                            
1 Rick Vanderknyff.  “The Best and Worst States for Taxes”  MSN.  
http://moneycentral.msn.com/content/Taxes/P111921.asp?special=0502tax Web site visited 3-15-05.   
2 U.S. Department of Transportation Federal Highway Administration, “Tax Rates on Motor Fuels – 2003” 
http://www.fhwa.dot.gov/policy/ohim/hs03/pdf/mf121t.pdf  Web Site accessed 3-15-05. 
3 U.S. Department of Transportation Federal Highway Administration, “Tax Rates on Motor Fuels – 2003” 
http://www.fhwa.dot.gov/policy/ohim/hs03/pdf/mf121t.pdf Web Site accessed 3-15-05. 
4Answers.com, “Gasoline tax.” http://www.answers.com/topic/gasoline-tax-2 
5 John Williams, Minnesota House of Representatives, Research Department, “Survey of State and Local Gas 
Taxes”, January 2002.  http://www.house.leg.state.mn.us/hrd/pubs/gastax.pdf Web site visited 3-15-05. 
6 Berkley Publications, “Hawaii Summary of  Findings” 
http://www.its.berkeley.edu/publications/localoptiontax/hawaii.pdf Web site visited 3-31-05. 
7 The Associated Press State & Local Wire, “Lawmakers: Gas tax option to pay for Indiana roads”, 
http://web.lexisnexis.com/universe/document?_m=fd5d98738fc69bf9c9fb42dd8bc5d3a8&_docnum=1&wchp=dGL
bVlb-zSkVb&_md5=01a06800acd5e6613b0ae15f8d5bf635 Web site visited 3-29-05. 



gas tax in order to accommodate transportation improvement.8  The variation of state taxes on 
motor fuel can be seen in figure 1.    
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Figure 1:  The mean and distribution of motor fuel tax in the United States.   
 
Source:  Rick Vanderknyff.  “The Best and Worst States for Taxes.”  MSN.  
http://moneycentral.msn.com/content/Taxes/P111921.asp?special=0502tax.    
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Fuel Consumption in Vermont 
 
In Vermont in 2003 there was a reported consumption of 353,538,000 gallons of gasoline and 
gasohol (a mixture of 90% gasoline and 10% ethanol).9  The information of how much of a 
percentage of this number was gasohol was unavailable.  If the Vermont sales tax was applied to 
this number at 6%, assuming gasoline prices stayed steady around $2.00, then in an average year 
the amount coming back to the state would be $42,424,560.  For every 1% of motor fuels taxed, 
tax revenue to the state would be approximately $7,000,000. 
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Tax Relief for Vehicle Registration 
 
Vermont offers exemptions on vehicles registration for: veterans, the disabled, vehicles 
belonging to volunteer fire departments, charitable institutions, and government agencies.10 
 
California offers late vehicle registration fee exemptions for members of the armed services or 
National Guard.11 
 
Nevada offers car registration relief for veterans, veteran’s widows, and the blind.12  Nevada 
Legislature now has a car registration rebate bill before it that is supported by the Governor.  The 
proposed rebate program was introduced as a means of spending the state’s 360 million dollar 
surplus.  The program would refund up to $300 to every vehicle owner in the state.13 
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Source:  U.S. Department of Transportation Federal Highway Administration, “Tax Rates on Motor Fuels 2003” 
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