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ACTI ON NARRATI VE
1: 08: 26 PM

CHAIR PEGGY WLSON called the House Transportation Standing
Commttee neeting to order at 1:08 p.m Represent ati ves Fei ge,
Gattis, Johnson, |saacson, Lynn, Kreiss-Tonkins, and P. W]Ison
were present at the call to order.

Nthb271
HB 271- APPROP: RAI LROAD FEASI BI LI TY STUDY

1: 09: 24 PM

CHAIR P. WLSON announced that the first order of business would
be HOUSE BILL NO 271, "An Act meking a special appropriation to
the University of Alaska Fairbanks for a study of the
feasibility of constructing a railroad between Fairbanks and
Deadhorse; and providing for an effective date."

1: 09: 39 PM

REPRESENTATI VE | SAACSON, speaking as sponsor, stated that HB 271
is timely given the catastrophic news of Flint HIls Resources

(FHR) refinery shutting down. Hi storically, FHR  has
significantly contributed to the Al aska Railroad Corporation's
(ARRC) revenue. In the early 2000s, FHR provided over 55
percent of the railroad' s revenues, but it is now down to 15-20
percent and soon it will be less. He rem nded nenbers that this
commttee assists Alaskans to nmake connections to comunities,
resources, opportunities, and markets. He recalled during his

time serving as mayor of North Pole asking ARRC s president &
CEO Pat Ganble and |ater Roald Aadnesen whether the railroad

shoul d be expanded north, west, or south. He reported their
responses were that the railroad should have gone north fromthe
begi nni ng. He said that an expanded railroad could be the
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engine of prosperity for Alaska, especially wth so nuch
resource activity in northern Alaska. He referred to a study in
menbers' packets entitled "Economc Inpact of a North Sl ope Rail
Extension on Northern Energy and M neral Devel opnent” by Paul
Metz, Colin Brooks, and Mke Billmre that reviews the inpacts
of a North Slope rail extension on northern energy and m neral
devel opnent .

1:13: 09 PM
REPRESENTATI VE | SAACSON remarked on construction activity,

including that Al aska Industrial Developnment & Export Authority
(AIDEA) is currently working to construct a road to the Anbler

Mning District. Further, North Slope oil and gas and m neral
activity between Deadhorse and Fairbanks could be put into
producti on. He stated that Ted Leonard, Executive Director,

AIDEA, said that the role of the state is to prove the
feasibility and conduct Environnmental |Inpact Statenments (EIS)
prior to the private sector investing and developing in
proj ects. For exanple, Red Dog is currently buying back a road
that AIDEA initially financed, he said.

REPRESENTATI VE | SAACSON of fered hi s bel i ef t hat t he
transportation of the heavy sand, steel, cenent, equipnent, and
fuel necessary to bring shale oil developnent to Alaska' s oil
fields and is estimted to be over 2 mllion tons. That
potential rail transportation equals approximately five 10,000
ton-freight trains per week, which translates to one hundred
cars per train or 336 eighteen-wheel commercial vehicles per
day. Currently, the haul road can't withstand that type of
activity. Further, it is estimated that an expanded railroad
could bring a 30 percent return on investnent based on one
activity al one.

REPRESENTATI VE | SAACSON stated that HB 271 would provide $2
mllion to the University of Al aska Fairbanks to perform an
econonic feasibility study to substantiate these findings before
proceeding with a nore costly EIS. This study would identify
whether it is feasible to extend the railroad north. O her
subst anti al benefits would include connecting comunities,
i nproved delivery of goods, providing a stronger financial base
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for our railroad, and providing access to additional mneral
deposi ts. Rail would increase the viability of devel opnent and
| oner operational costs while providing greater safety in
transporting materials. The UAF is best suited to conduct the
study due to its world class researchers, who excel in a nunber
of pertinent disciplines. Additionally, the UAF has the ability
to build on current and previous research and to provide the
commi ssioned information econonmically and quickly. He asked
nmenbers for their support.

1:16: 28 PM

DANFEL M WHI TE, Ph.D., Associate Vice-Chancellor for Research
University of Al aska Fairbanks; Director, Institute of Northern
Engi neering, stated that he has served as an adninistrator at
the UAF since 1995. He asked to testify in support of HB 271.
He said that conpared to other states in the U S., Alaska's

infrastructure is very underdevel oped. Infrastructure leads to
access, which leads to econonic devel opnent. Gl and gas and
m ni ng devel opment represent a global nmarket. Conpani es base

their decisions on costs in Alaska and costs often hinge on the
ability to nove goods to narket. He enphasized that the North
Slope, in particular, faces high transportation costs and higher
capital and operating costs than other areas in Al aska and the

u. S Additionally, noving oil, natural gas and mnerals and
other materials to Alaska, including concrete, steel, food, and
people make North Slope devel opnent expensive. Construction

costs and operating costs factor for the North Slope are three
to five tines higher than the national average, he stat ed.

DR WHI TE said that according to the aforenmentioned study by
Paul Metz, Professor, GCeological Engineering, UAF, developing a
rail road system between the North Slope and nmj or access points
would allow for new project developnment and |ower project
devel opment costs, which would nake a variety of new projects
nore viable. The cost of rail freight in shale oil devel opnent
alone would be roughly one-tenth the cost of trucking

Additionally, northern mnmineral developnment would also benefit
since trucking costs are estimated to be 36 percent of m neral
concentrate values when considering noving freight from the
Anmbler Mning District to Port MacKenzie. However, by rail the
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cost would be reduced to approximately 12 percent of the
concentrate value at the mne, which is three tinmes |ess cost.
Dr. Metz provided the economcs for a nunber of projects. He
enphasi zed that the railroad would carry |arge anounts of bulk
freight and |owering the cost of production could make the state
and North Slope devel opnent conpetitive with other producers in
the industry. This wll allow the state to achieve an
appreciable return on investnent from shale royalties alone. He
offered his belief that UAF is the best place to conduct the
research for the feasibility of building a railroad between
Fai rbanks and Deadhorse since researchers at the Al aska
Uni versity Transportation Center have a long history of working
with DOT&PF, the oil and gas industry, and the Dbroader
transportation industry across the nation.

1: 20: 14 PM

DR WHTE said that the studies the Institute of Northern
Engi neering has been involved in include the Al aska/Canada Rail
Link Project, the Port MicKenzie Rail Link Project, and the
proposed rail connection through Al aska, Yukon, and Northern BC.
The Water and Environnmental Research Center has conducted
transportation research for a variety of roads in the Roads to
Resources progranms (R2R), including the Anbler road project, the
road to Umat, the North Slope Foothills road, the Bullen road,
and ice roads across the oil field exploration areas. The
Institute of Northern Engineering's Water Center has devel oped
| ogi stics planning tools for North Slope ice road construction,

operations and mai ntenance. The Al aska Center for Energy and
Power (ACEP) has conducted economc feasibility studies on
energy for nearly all comunities in the state. The UAF can
draw on a wde range of technical specialists, including
researchers in geology, economcs, engineering, and social
sci ence. Ant hony Scott, one of the state's |eading resource

econonmi sts, was recently hired by the university to work wth
ACEP. M. Scott previously worked for the Division of Gl &

Gas. He lauded Dr. Paul Mtz as the |leading geol ogical
engi neering researcher in mneral developnment and freight
| ogi stics. He noted that all of the previous rail studies have
taken advantage of Dr. Metz's expertise. The UAF has the

knowl edge and the resources to undertake a feasibility study
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such as this under the tinmelines anticipated to further devel op
the economc prosperity of Alaska and lower the cost of
production on the North Sl ope. He said that inproving the
ability to nove bulk materials across Alaska will increase the
viability of new projects, particularly in mning and those of
the small oil producers. He concluded that HB 271 is not just a
feasibility study, but represents an investnment in the economc
devel opnent of Al aska.

1: 22: 34 PM

REPRESENTATI VE LYNN asked how nuch difficulty it would to be for
the railroad to traverse the Brooks Range at Atigun Pass. He
understood this is part of the feasibility study but asked for
general comrents.

DR. WHI TE responded that the goal of the feasibility study is to
|look at the economcs, I|land ownership, right-of-way issues,
grade, and access points. Certainly, railroads across the
western U. S. cross simlar boundaries, thus, he believed that
the railroads have experience in this area.

1:23:49 PM

CHAIR P. WLSON asked for the tineline and proposed conpletion
date of the proposed rail extension.

DR. WH TE answered that he didn't know, but the tineline would
be addressed in the feasibility study. He remarked that sone
del ayed projects in Alaska have been due to permt and |and
access issues rather than construction issues.

1: 24: 35 PM

REPRESENTATI VE | SAACSON, in response to earlier questions,
responded that sonme of the information in in the data banks. He
referred to a study in nenbers' packets entitled, "Al aska
Transportation Corridor Study, March 1972." He indicated the
transportation corridor hasn't changed nuch since this study was
conducted and nuch of the source information is avail able. He
expl ai ned the requested funding in HB 271 will be for conpiling
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information, examning it from nodern standpoint, and ensuring
the ability to make a business case by taking into consideration
studi es and facts.

1:25: 47 PM

CLARK  HOPP, Vi ce- Presi dent, Engi neeri ng, Al aska Railroad
Corporation (ARRC), in response to Chair P. WIson, said he was

unsure of the tineline. He indicated the ARRC has had sone
experience with the Northern Rail Extension project and the Port
MacKenzi e project. The permtting and environnental process

ranged fromtwo to four years for permtting and environnental
Since this project is an even larger project, he estinmated that
it would probably be "north" of that tineline.

1:27: 08 PM

REPRESENTATI VE | SAACSON pointed out that AIDEA has built other
roads and that it is not likely that the road will be built with
general funds. The project would likely be built using revenue
bonds or private investnent, although the funding sources would
be identified in the feasibility report.

[HB 271 was held over].

"#hb260
HB 260- COVMERCI AL MOTOR VEHI CLE EXCEPTI ON

1: 28: 03 PM

CHAIR P. WLSON announced that the final order of business would
be HOUSE BILL NO 260, "An Act relating to transportation of
commercial notor vehicles."

1:28: 25 PM

REPRESENTATIVE FEIGE noved to adopt the proposed comittee
substitute (CS) for HB 260 |[|abeled, 28-LS1155\0Q  Martin,
1/22/14, as the working docunent. There being no objection,

Version O was before the commttee.

1: 29: 03 PM
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REPRESENTATI VE | SAACSON, speaking as joint prinme sponsor, stated
that this bill builds on HB 15 that passed the |egislature |ast
year, which increased weight restrictions on vehicles for
pi ckups from 10,000 to 14,000 pounds. Currently, drivers nust

hold a commercial driver’'s license (CDL) to operate vehicles
26, 001 pounds and over. This bill supports truck deal erships,
the "upfitting" industry, and commercial end users by reducing
regul ations and costs in Al aska. Currently, conmmercial trucks

are brought to Alaska by dealerships from assenbly plants,
“upfitted” by three or four Anchorage-based nmanufacturers that
make alterations to conplete the vehicle, and transported to

deal ers outside Anchorage. He explained "upfitting”, that an
upfitter may add a flat bed or a box van to the chassis of a
vehicle simlar to a Ford F-150 or a Ram 3300. Once the

upfitting is conpleted the vehicle beconmes too large to put on a
normal vehicle transporter, which necessitates that a driver fly
to Anchorage and transport it to the dealership -typically in
Kenai, Prudhoe Bay, and Fairbanks - to ultimately be sold.

REPRESENTATI VE | SAACSON reiterated that current |aw requires
drivers transporting deal er-owned vehicle to possess a CDL and
nmedi cal certificate even though the trucks being transported to
deal ers are not being used to transport commercial or interstate
payl oads. Further, the specific rules and regulations of a CDL
entail the nmaintenance of a |ogbook and a physical exam
Additionally, the vehicle is required to have a U S. Departnent
of Transportation decal identifying the gross vehicle weight and
pertinent information and the owner nust permanently affix
safety equi pnent. However, the permanent safety nodifications
are neant to be nade after the point of sale when the vehicle is
actually put into use. Freeing up the dealership to use their
enpl oyees as drivers will reduce the ultimte cost to the owners
and allow the dealers to operate nore conpetitively. Provi di ng
exceptions for driving upfitted vehicles w thout being subject
to commercial vehicle enforcenent reduces the inpact on the
state's commerci al vehicle enforcenent di vi si on, t her eby
allowing the enforcenent officers to concentrate on regulating
the comrercial vehicles they are charged with overseeing.

1: 32: 43 PM
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REPRESENTATI VE | SAACSON explained that Version O includes two
restrictions requested by the DOT&PF s weights and mneasures

section. First, it added |anguage that the driver nust be 18
years of age or older. Second, Version O excluded 16-passenger
vans.

1:33: 02 PM

REPRESENTATI VE JOHNSON asked whether this bill applies only to
new vehi cl es.

REPRESENTATI VE | SAACSON answer ed yes.
1: 33: 18 PM

REPRESENTATI VE JOHNSON said he does not see any restriction
[imting new dealers in Version O

REPRESENTATI VE | SAACSON answered that Version O would apply to
vehicles in the dealer's possession, which generally are new

vehi cl es. Typically wused vehicles are bought "as is" so
generally the bill will apply to new vehicl es.

1:34: 13 PM

REPRESENTATIVE FEIGE said the bill is limted up to 19,6500
pounds and passenger vans 15 passengers or |ess. He asked

whet her it should be extended to all commercial vehicles and the
reason for the limtation

REPRESENTATI VE | SAACSON answered that this bill net the needs of
the deal erships, although he is not opposed to expanding the
| anguage. He deferred to the dealers to answer.

1:35:43 PM
REPRESENTATI VE GATTIS asked to piggyback on Representative
Johnson's query. She asked for the downside on adding used

vehicles since farmers often buy used vehicles and have them
retrofitted.
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REPRESENTATI VE | SAACSON responded that perhaps he had been too
hasty with his earlier remarks so he corrected hinself. He said
he thinks of the vehicles in question as typically being new
vehi cl es; however, the bill does permit a vehicle in control of
a dealership to be "upfitted.” Thus, this bill would apply if
the person purchased the vehicle in one city; the vehicle was
nodi fied by upfitter in a different city than the dealer, [and
transported to the dealer]. He was unsure that this describes
t he normal experience for an individual buying a "used" vehicle.

1: 37: 01 PM

REPRESENTATI VE FEIGE referred to page 1, line 12 of Version O
which states in part, "The comrercial notor vehicle does not
have to be inspected before transport to the dealership "
He asked for clarification on which inspection this |anguage
ref erences. He wondered if this is the inspection the
commercial driver perforns - the wal k around inspection - or if
this is a formal inspection done by a certified shop.

REPRESENTATI VE | SAACSON answered this |anguage refers to the
specific Department of Transportation & Public Facilities
(DOT&PF) inspection decal that is required to be affixed inside
the door that identifies the end user, the gross vehicle weight,
and a series of other identifications. He offered to provide a
photo of the sticker to the conmttee.

1: 38: 17 PM

REPRESENTATI VE FEI GE suggested it mght be nore useful to cite
the specific statutes or regulation.

REPRESENTATI VE | SAACSON offered to do so.

1:38:27 PM

REPRESENTATI VE JOHNSON asked how this bill would affect someone
desiring to upfit a truck or notor honme in Seattle and drive it

to Al aska. He acknowl edged he would like to see the work
performed in Al aska, but would |ike to know the inplications.

HOUSE TRA COW TTEE -11- February 6, 2014



1:39: 36 PM

BRENDA HEW TT, Staff, Representative Doug |saacson, Al aska State
Legi slature, on behalf of the joint prime sponsor, stated that
his exanple would fall under interstate commerce; however, the
bill is aimed at intrastate conmerce since Anchorage is the end
poi nt . She explained the circunstances that led to the bill,
such that sonmeone would order a vehicle wth the fina
destination being Prudhoe Bay, but the vehicle would be upfitted
and nost upfitters are currently |located in Anchorage. In this
i nstance the purchase was considered to be interstate conmmerce,
[which falls under federal regulations] so the upfitting
couldn't be acconpli shed. Under the bill, the vehicle would be
purchased in Seattle but the end point would be considered to be
Anchor age. At that point, the vehicle could be upfitted and
woul d be considered intrastate comerce. Substantially, the
vehicle would be noved from Anchorage [to the purchaser or
deal er at the end point, such as Fairbanks or the North Sl ope].

1: 40: 27 PM

REPRESENTATI VE JOHNSON related a scenario in which in which a
deal er purchases a truck in Seattle, has it upfitted in Seattle,
transports it via tote on the Alaska Mrine H ghway System
(AVHS), offloads it in Whittier and then drives it to the North
Sl ope. He asked whether he would need a CDL to transport the
vehicle since it would be considered interstate conmerce.

M5. HEWTT related her understanding that it would be considered
interstate and not covered under the bill, but she suggested the
DOT&PF coul d al so respond.

1:41:18 PM

REPRESENTATI VE JOHNSON, in response to a question, clarified the
vehicle would be outfitted in Seattle.

REPRESENTATI VE | SAACSON answered that if the vehicle was
outfitted in Seattle it would fall outside the scope of this
bill. He provided an exanple of HB 260, that it wll help
rectify an instance in which the oil industry purchases a fleet
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of vehicles, retains the simlar chassis but needs the back end
of the vehicles to have utility configurations. The "upfitting"
of these vehicles would occur in Anchorage, but the industry
doesn't purchase the vehicle until it arrives at the dealership
[in Fairbanks, Kenai, or the North Slope]. Currently if a
Fai rbanks dealer purchases a vehicle, which is wupfitted in
Anchorage, the dealer is subject to regulatory requirenents for
fire extinguishers, DOT&PF inspections - resulting in stickers
that identify end wuser, gross vehicle weight, and other
information - even though noney hasn't been paid to the dealer
The dealer wants to transport the vehicle after wupfitting in
Anchorage to the Fairbanks or other |ocation. This bill would
"kick in" [and allow this to happen wthout being subject to
commerci al vehicle regul ations.]

1:43: 22 PM

REPRESENTATI VE JOHNSON asked for clarification on the nuances of
the vehicle being wupfitted in Anchorage. He asked for
clarification on the difference between a vehicle that is being
upfitted in Seattle and one being upfitted in Anchorage. He
wondered if the bill would be "running afoul™ of interstate
commerce by restricting something from coming in from outside
[ Al aska] .

REPRESENTATI VE | SAACSON identified the inportant distinction as
bei ng the point of destination.

REPRESENTATI VE ~ JOHNSON answered the destination in the
af orenenti oned scenari o woul d be the deal ership in Fairbanks.

REPRESENTATI VE | SAACSON responded that currently if the vehicle
is landed in Anchorage on its way to Fairbanks, it would stil
be considered interstate commerce. He related his understandi ng
that if it is landed in Anchorage to be upfitted that the
vehicle [ownership] would still rest wth the manufacturer.
Therefore, the intrastate commerce [laws would apply]. He
clarified that his office worked with the DOT&PF on the | anguage
in Version O
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REPRESENTATIVE FEIGE interjected that contractual | anguage
shoul d identify the point of ownership changes.

1:44: 34 PM

REPRESENTATI VE JOHNSON, referring to the scenario, understood
t he poi nt of ownership would occur in Fairbanks.

REPRESENTATI VE | SAACSON deferred to the DOT&PF to answer.
1: 44: 57 PM

REPRESENTATI VE FEI GE referred to Version O page 2, line 2, to
subsection (b) which read, "A driver transporting a commerci al
notor vehicle for a notor vehicle dealer under (a) of this
section must be 18 years or ol der " Thus anyone 18 years or
older can nove the vehicle from the wupfitter to the final
destination - the dealer's point of sale - whether or not they
have a commercial driver's l|icense (CDL). He asked for the
current requirenents.

REPRESENTATI VE | SAACSON answered that a person would not need a
CDL to operate vehicle under 26,001 pounds; however, that DOT&PF
could better answer this. He related his understanding that
dealers nust technically either use drivers with a CDL or be
subject to the nmedical as well as the other provisions. He said

this bill addresses the technicality so enforcenent officers can
easily identify that the vehicle is still in the dealer's
possession, that the vehicle has dealer's plates and proof of
insurance so it is not subj ect to conmmerci al vehicl e
regul ati ons. Therefore, anyone can drive the vehicle [from

Anchorage to the point of sale without needing a CDL or being
subj ect to commercial vehicle enforcement].

1:46: 45 PM

REPRESENTATIVE FEIGE referred to page 2, line 4 of Version O
that pertains to transporting the vehicle. He asked whether the
| anguage could be interpreted to nean the person is actually
driving the vehicle or if the person is transporting the
vehicles by wusing a trailer. He said the way the bill is
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witten soneone could drive a sem hauling several vehicles
bet ween Anchorage and Fairbanks wthout needing a CDL or
conplying with other requirenents, such as being subject to a
medi cal exam nation

REPRESENTATI VE | SAACSON acknow edged that is a good point. He
offered to obtain clarification on whether the person
transporting the vehicle is driving or operating the vehicle.
He said he understood the nuance.

CHAIR P. WLSON added that sonme questions the Departnent of Law
needs and the DOT&PF need to answer.

1: 48: 46 PM

DAN SMTH, Director, Division of Measurement Standards &
Commerci al Vehicle Enforcenent, Departnent of Transportation &
Public Facilities (DOT&F), stated that the state has the
authority to regulate intrastate comerce for vehicles up to
26, 000 pounds. Vehicles designed or used to transport nore than
16 passengers automatically fall wunder the authority of the
Federal Motor Carrier Safety Adm nistration (FMCSA).

MR SM TH explained that HB 260 would exclude those vehicles
designed to transport passengers. In ternms of the inspections,
he understood that this pertains to the "396.17" periodic
i nspection [required under federal 49 CF.R Part 396.17]. He
stated that the DOT&PF s weigh station inspection can also take
the place of the periodic inspection. He further understood the
i nspection would not be required for a brand new vehicle. I n
terms of the origin and destination, this bill would apply only
to intrastate comerce. For exanple, if a vehicle originated in
Ohio with a destination of Prudhoe Bay, the transaction would be
considered interstate comerce and fall wunder the federal
definition "at 10,000 pounds.” However, he clarified that if
the vehicle origination was Chio with a destination of the Port
of Anchorage - and on to an upfitter or a dealer in Alaska, it
woul d be considered intrastate comrerce.

1: 50: 30 PM
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REPRESENTATIVE FEIGE related his understanding that t he
distinction between interstate and intrastate would depend on
where the transfer of ownership takes place. He asked for
clarification of the transfer if a dealer in Fairbanks orders a
vehicle from a [manufacturer]. He further asked whether the
transfer of ownership would happen when the vehicle arrives at
the dealer, if it acconplished through a contractual provision
t hat specifies when the ownership transfer between the
manuf acturer and the dealer occurs, or if these transfers are a
matter of convention.

CHAIR P. WLSON rel ated her understanding that the bill attenpts
to provide a renedy for dealers, who wish to avoid the expense
of conplying with regulations. The regulatory requirenents
include specific provisions pertaining to fire extinguishers;
however, when the vehicle is sold, the buyer mght not want the

extras. Under the bill, the [Seattle] dealer [or manufacturer]
has possessi on. When the Al aska dealer sells the vehicle to
soneone else in Alaska it would fall under the intrastate

jurisdiction so the dealer should not be subject to the extra
expense [caused by the federal regulatory requirenents].

REPRESENTATI VE FEIGE related his understanding that if a dealer
purchased the chassis in Detroit and noved it across state |ines
that it would fall under the jurisdiction of interstate
conmmer ce

CHAIR P. WLSON agreed that the scenario just described would be
considered interstate commerce until it reaches the deal ership
in Al aska.

1: 53: 09 PM

REPRESENTATI VE | SAACSON said, "To the point of entry if that's
where they designated it "

1:53: 31 PM
ANMEI GOLDSM TH, Assistant Attorney General, Transportation
Section, Departnent of Law (DOL), said the change in ownership

transfers would determne whether the transport falls under
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interstate or intrastate comer ce. She agr eed Wi th
Representative Feige that this would nost |likely be addressed in
the contract between the dealer and the manufacturer. She said
that under HB 260 that transfer point should probably be the
Port of Anchorage.

CHAIR P. WLSON asked for further clarification.
1:54: 37 PM

M5. GOLDSM TH responded that a manufacturer builds the vehicle
and the manufacturer owns the vehicle. The manufacturer woul d
sell the vehicle to the deal ership and by contract would specify
the specific point when the ownership of the vehicle wll
transfer to the dealer. The contract transferring ownership to
the dealer could specify a day, time, and a place, with the
deal ership as the owner. The place of transfer from the
manufacturer to the dealer would be the Port of Anchorage in
order to give the dealership protection under the bill. For
exanple, the contract could indicate the nmanufacturer is
shi pping a vehicle to the Port of Anchorage, with an antici pated
barge arrival at the Port of Anchorage on February 10 at 10:00
a.m The deal ership would assune ownership once the vehicle is
offloaded from the barge and all the |egal rights and
responsibilities of owing a vehicle would transfer to the
deal er.

1: 55: 52 PM

REPRESENTATI VE JOHNSON offered his belief that deal erships do
not own the vehicles. He suggested that the deal ership pays a
flooring fee and the manufacturer owns the vehicles until they
are transferred to private individuals; however, he suggested
t he deal erships could testify to clarify this point.

M5. GOLDSM TH agreed that is how many deal erships work. Thus in
order for dealerships to get the protection HB 260 offers,
something may need to be changed, either in the way deal erships
operate or sone |anguage may need to be added to HB 260 to
accommodat e how t hings normal |y occur.
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REPRESENTATI VE JOHNSON argued that he did not think dealers wll
want to spend noney on flooring. He thought perhaps an
inportant step is being m ssed, that when something is upfitted,
the process nmakes it a custom job and the vehicle has |ikely
al ready been purchased. For exanple, sonmeone such as an
electric wutility may buy a vehicle under a certain set of
specifications, such as requiring an upfitter to install a lift.
He did not think brand new vehicles sit at the dealership lots
that don't come from the manufacturer. He did not think
deal erships bring trucks to Alaska, have them outfitted on
specification to sell to the utilities.

1:57: 31 PM

REPRESENTATI VE | SAACSON agr eed. He deferred to the DOT&PF to
answer .

REPRESENTATI VE JOHNSON turned to his previous scenario, in which
a vehicle was purchased, wupfitted in Seattle, transported to
Anchorage as conpared to purchasing and upfitting the vehicle in
i n Anchor age. He expressed concern that the bill treats the
sane vehicle differently across state Ilines. He asked for
assurance that this doesn't violate the |aw

REPRESENTATI VE | SAACSON deferred to the DOL to respond.

REPRESENTATI VE  JOHNSON remarked that he supports hel ping
Al askans, but he wants to be sure the bill doesn't create
problenms with federal |aw.

2:00: 25 PM

M5. GOLDSM TH answered that the language in the bill states
"point of assenbly,” which could be problemtic. She t hought
the discussion today has assuned that the Port of Anchorage
woul d be the point of ownership change from the manufacturer to

the Al aska dealership, but the bill language identifies it as
being from "the point of assenbly of the vehicle in this state
to a dealership in this state ...." She suggested that the point

of assenbly is likely the yard perform ng the upfitting.
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CHAIR P. WLSON offered her belief that the deal erships dea
with these circunstances all the tine.

2:01: 27 PM

BILL BROW, President and General Manager, Bob's Services,
agreed that the deal erships encounter this on a daily basis. He
related his understanding that the dealership takes possession
of the vehicle once it is at the final transport point fromthe
manuf act uri ng. For exanple, if a dealership orders a vehicle
shipped to Anchorage, the dealership takes responsibility at
that point or when the conmpany picks it up from the port. He
said, "I don't think it 1is their responsibility from the
manuf act ur er to their door, that's t he manuf acturer's
responsibility.” He stated that his conpany al so encounters | ot
of vehicles in need of transport that are oversized for the
transport industry. It has been costly for the dealership to
hire a drive-away conpany to transport the upfitted vehicles.
I nstead, the dealerships would like to use their own personnel
to do the transport. For exanple, when a vehicle is sold to
ConocoPhillips Alaska, Inc. or another conpany in Al aska, the
buyer has specifications and the vehicles nust be nodifi ed.

2:03: 28 PM

REPRESENTATI VE FEI GE asked where his business is |ocated. He
said he assuned that Bob's Services was an upfitter.

MR. BROWN answered that Bob's Services is an upfitter located in
Anchor age.

REPRESENTATI VE FElI GE asked whether the manufacturer maintains
ownership all the way to the dealer's floor or if Bob's Services
transfers ownership.

MR. BROWN explained that typically ownership is transferred at
the first point of delivery. He said that in M. Angel's case
[ Seeki ns Ford-Lincoln] the point of delivery would be at Bob's
Service in Anchorage and the Fairbanks deal ership would assune
the freight charges to nove the vehicle onward.
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REPRESENTATIVE FEIGE clarified that the transfer of ownership
typically occurs at the upfitter's |ocation.

MR. BROWN explained that it would not be a transfer of ownership
but rather would be considered a transfer of responsibility and
the wvehicle falls wthin the flooring program of t he
manuf act ur er. He said he was fairly certain that is the case
that the deal ership doesn't take ownership until they have sold
t he vehicle.

2:04: 40 PM

STEVE ANCEL, Fleet Sales Manager, Seekins Ford-Lincoln, stated
that his job at Seekins Ford-Lincoln entails "specking,"”
ordering, and delivering comercial vehicles for custonmers and
Seekins Ford-Lincoln's sales lots in Fairbanks and on the North
Sl ope. He said that sone of the vehicles are cabin chassis’
have been upfitted with bodies which include boxes, flatbeds, or
service bodies that are too large for standard car carriers due
to the overall dinmensions of the upfit. The upfitted vehicles
need to be shipped on a flatbed type trailer, comonly
considered an 18 wheeler, which adds greatly to the dealer's
expense. Those costs would ultinately be passed on to the end
user. As a result, this places deal ers outside Anchorage Bow
at a disadvantage pricewi se when conpeting for commerci al
busi ness.

MR. ANGEL said that the mpjority of the businesses providing the
upfitting services are located in Anchorage and Seekins Ford-
Lincoln has enployees pick up and drive conpleted trucks and
vans to Fairbanks or to Prudhoe Bay. He described the types of
vehi cl es being transported as not being conplex or equipped with
air brakes or towing trailers. Instead, the vehicles in
guestion are regular trucks and vans that due to the body
configuration are considered to be conmercial even though not
yet licensed or titled. These vehicles neet all height, weight,
length, and wdth requirenments and when placed in service
cormercially would not require a permt to operate in Al aska.
He explained that current law requires vehicles over 14,000
pounds nust have a current DOT&PF i nspection. Primarily, that
i nspection consists of an equipnent inspection, with a placard
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placed on the right-hand side of the vehicle, wusually on the
fender or the door. The placard lists itens, including the
owner, the DOl or |1CC nunber, and gross vehicle weight.
Additionally, these vehicles nust carry an inspection docunent
in the vehicle, which also contributes to additional cost.
Further, not all end users are required to carry the inspections
even though the vehicles may exceed 14,000 pounds. He rel ated
his understanding that governnent entities, such as the city,
muni ci palities, and the state are not required to have this
pl acard on the door. He indicated that sonme of the vehicles are
ones not yet sold, but are destined for Seekins Ford-Lincoln, so
the deal ership doesn't even know the end user; therefore, the
deal ership doesn't have an |ICC nunber or other data to make it
| egal to nove these vehicles.

2:08:30 PM

CHAIR P. WLSON asked whether each individual vehicle is driven
or if the vehicles are transported via a fl atbed.

MR. ANGEL expl ained that Seekins Ford-Lincoln brings some units
to their facility in a cabin chassis, without an "upfit" being
per f or med. In the event a custoner wants a particular upfit
the dealership will use a commercial carrier to back haul it to
M. Brown's facility or to another upfitter in Anchorage. The
upfitter wll perform the upfit work. He pointed out that
vehicles wthout any wupfitting will fit on a standard car
carrier. He said the issue occurs after the upfit is conpleted,
since thee wupfitted vehicles won't fit on the standard car
carrier. The upfitted vehicles my be too wide, too high, or
too | ong. He pointed out that these types of vehicles have the
exact sanme steering wheel and other configurations as a standard
pi ckup truck. The only difference is that instead of having
pi ckup boxes, these vehicles may have a flatbed, a service body,
or any nunber of simlar configurations.

2:10: 22 PM
REPRESENTATIVE FEIGE said it seens that the transport nust fit
into the definition of intrastate comrerce in order for Seekins

Ford-Lincoln to be able to take advantage of the bill.
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M. ANGEL agr eed.

REPRESENTATI VE FEIGE reiterated that currently, the manufacturer
owns the vehicle until it is sold on behalf of the manufacturer
He asked whether Seekins Ford-Lincoln or the end user took
ownership of it at the Port of Anchorage or if it would fit in
the deal er's business nodel since it will tie up capital and the
deal ership woul d incur the costs.

MR, ANGEL answered that Seekins Ford-Lincoln typically takes
control of the vehicles at the upfitter or at Seekins Ford-
Lincoln's lot in Fairbanks or Deadhorse. He explained that is
the point at which the deal ership has control over the vehicles.
He indicated that Seekins Ford-Lincoln doesn't own any of the
vehicles on their lot, that the vehicles are floored and owned
by Ford Mdtor Credit. However, the vehicles are considered to
be in Seekins Ford-Lincoln's possession and as far as the
manufacturer is concerned the dealership is responsible for
t hem

REPRESENTATIVE FEIGE replied that the conmttee will need to

deci de whether the transfer of responsibility will allow the
vehicles in question to fit into the definition of intrastate
commerce; otherwise the bill will not help the deal erships.
2:12: 53 PM

CHAIR P. WLSON asked whether the |anguage could be changed to
address the issue.

M5. GOLDSM TH answered that she discussed this briefly wwth M.
Sm th, DOT&PF right now. She said the DOL & DOT&PF doesn't

think a problem exists the way the bill is currently witten
because the carrier is responsible to conply wth the
regul ati ons. Essentially, it doesn't mtter who owns the

vehicle since the person who is legally responsible for the
vehicle is required to conply with the law. She conpared it as
being simlar to a personal vehicle that is |leased. The |eased
vehicle is owned by the car conpany or the bank, but the driver
who leases it s responsible for the insurance and any
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acci dent s. In this instance, the vehicles would be owned by
manuf acturer, or the bank, but once the deal ership assunes | egal
responsibility for the vehicles is the point that the bill would
"kick in." She enphasized that full ownership is probably not
necessary; it would just be the |egal responsibility.

2:14: 25 PM

REPRESENTATI VE JOHNSON rel ated a scenario in which he picks car
up at an upfitter and is subsequently ticketed. He asked who
woul d be issued the ticket: the individual or the deal ership.

M5. GOLDSM TH asked for clarification on whether he was speaking
as the dealer.

REPRESENTATI VE JOHNSON answered that in this scenario he is
working for dealer and was hired to pick up a truck. He asked
who would get the ticket if the truck did have any docunentation
and he was pulled over by a trooper.

M5. GOLDSM TH answered that the driver should not get a ticket
since the dealer is responsible for the vehicle and the driver
is transporting the upfitted vehicle from the point of assenbly
in the state to the dealership in the state. She assuned the
vehicle has dealer plates, proof of registration, and proof of
i nsur ance. If the driver was ticketed, the driver could
probably successfully challenge the ticket, she said.

2:15:55 PM

REPRESENTATI VE JOHNSON said referred to the aforenentioned
scenario, but asked Ms. Goldsmth to apply current |aw He
asked whet her the dealer or the driver would be ticketed.

MS5. GOLDSM TH answered that without this bill the driver would
be ticketed.

REPRESENTATI VE JOHNSON offered his belief this leads to
responsibility and ownership issues and the driver IS
responsi ble but not the dealer. He was unsure the bill would
give the Alaska firmpreferential treatnent.
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M5. GOLDSM TH deferred to DOT&PF to answer the enforcenent
guesti on.

MR SMTH answered that normally the DOT&F works wth the
operating authority. Wen a comrercial vehicle is brought into
the state and the party registers the vehicle at the D vision of
Mot or Vehicles (DW), the DW requires the party to identify the
carrier who is responsible for safety of the vehicle. He said
this enconpasses the notor carrier and safety regulations, and
the U S. DOT nunber that establishes the party with operating
authority for either passenger or property carrier. He
expl ai ned that at the roadside inspection, it will always be the
operator who is issued any citation for violations. He said the
DOT&PF would make the inspection at the roadside or during a
traffic stop.

2:17:47 PM

REPRESENTATI VE | SAACSON asked for clarification. He recalled an
earlier question was whether not offer the exenption in HB 260
woul d apply to all vehicles up to 26,001 pounds in weight.

2:18: 23 PM

MR. ANCEL answered that lots of times vehicles at 26,000 pounds
are ones equipped with air brakes and other systens that would
fall under a requirements of a conmmercial driver's |icense
(ChL). He offered that the bill's intent is to allow
deal erships to nove conpleted vehicles that are not conplex
vehicles, but fall under conmercial definition due to the body
type after wupfitting. He enphasized that he did not want to
avoid any safety regulations since he believes the regulations
are inportant. He stressed he is not advocating that the bill
exenpt the type of vehicle after it's been titled a comerci al
vehicle or if the vehicle is beyond real m of the average person
to drive it in a safe and conscientious nanner. He pointed out
a lot of variables cone into play once the vehicle goes beyond
the 19,500 pound threshold. He said at that point it mght take
a bit nmore skill to operate the vehicle safely, particularly if
it has air brakes or other commercial configurations.
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2:20: 04 PM

CHAIR P. WLSON offered her belief that the questions raise the
conplexity of this bill and the issues.

[ HB 260 was hel d over. ]

2:21: 02 PM

REPRESENTATI VE LYNN imagined how difficult it would be for a
driver to explain everything that was discussed today wth
respect to the vehicles.

#

2:22:13 PM

ADJ OURNMENT

There being no further business before the conmttee, the House

Transportation Standing Commttee neeting was adjourned at 2:22
p. m
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