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ACTI ON NARRATI VE

1:30: 47 PM

CHAIR DENNIS EGAN called the Senate Transportation Standing
Commttee neeting to order at 1:30 p.m Present at the call to
order were Senators Fairclough, Dyson, French, and Chair Egan.
Senator Bishop joined the commttee shortly thereafter.

1: 32:15 PM
SB  53- Al RCRAFT EMERGENCY RATI ONS AND EQUI PIVENT

CHAI R EGAN announced SB 53 to be up for consideration.
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DAVI D SCOIT, staff to Senator Donald O son, sponsor of SB 53,
said the aviation industry asked Senator O son to introduce this
bill to wupdate statutes to current industry standards that
requi re nore sophisticated safety and | ocator equi pment. Section
1 adds sone conformng |anguage relative to section 2 that is
new | anguage saying the requirenents under (a) in section 1 do
not apply to an operator if they are follow ng Federal Aviation
Adm ni stration (FAA) requirenents known in the maritinme industry
as an energency position indicating radio beacon (EPIRB) and in
the aviation industry as an energency locating transmtter
(ELT).

1. 34.25 PM
SENATOR FAlI RCLOUGH asked how the |anguage is being interpreted
differently now.

1:34:40 PM

MR. SCOIT said the language is anbiguous as to whether it
applies to an aircraft that did not start its flight in Al aska
and will not end its flight in Alaska but travels through
Al askan airspace.

SENATOR FAI RCLOUGH said it seens like they are proposing to not
require an airplane to carry lifesaving equi pnent and asked what
kind they carry now.

MR. SCOIT answered if there is ever an incident an ELT would
activate and enmergency operations would get there very quickly -
weat her perm tting.

SENATOR FAI RCLOUGH said she was thinking about the life safety
of passengers on board any particular aircraft and whether it's
good to have this equipnment on the aircraft and if so, in what
gquantity. She understood there was a cost of fuel in carrying
excess wei ght and replacenent of food that ages.

1:37:31 PM

JANE DALE, Alaska Air Carriers Association, WIIlow Al aska,
supported SB 53, saying it updates statutes wth current
t echnol ogy and practi ces.

1:39: 04 PM

BOB HAJDUKOVICH, President and CEO, Era Alaska, Fairbanks,
Al aska, supported SB 53. He said there has been a lot of
anbiguity in this law for years, but it was never taken out of
context wuntil a couple of years ago when the FAA started to
interpret the state law in addition its regulations and started
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guestioning air carriers that were flying over the state's air
space as to why they were not in conpliance with state |law. He
explained that state troopers had never enforced the |aw by
i nspecting aircraft for survival equipnent and that the original
intent was to capture non-commercial pilots flying up from the
Lower 48 to prepare them for surviving for a week in Alaska if
they had to put their plane down sonmewhere here. As things
evol ved, the concepts of satellite technology and 406 ELTs that
are activated on inpact have reduced that worry. Today, the
maj or issue is accessibility to the accident scene.

This issue canme up because the FAA was specifically holding ERA
accountable for their Dash 8 equi pnent, which has 37 seats, and
requiring themto carry a sleeping bag per person. Wen asked if
Al aska Airlines, China A rways, and anybody else that flies into
the Anchorage airport have to be in conpliance with the sanme | aw
they were told yes. So, Era took it all the way to Washi ngton,
D.C., and was told that it was between them and the FAA that
carriers still need to be in conpliance with their state's |aw
That's when they started trying to clarify this | aw

MR. HAJDUKOVICH said it's still smart for private pilots in
small aircraft to carry survival gear and it's also smart for
them to have a 406 ELT. If they do have an ELT, waiving other
requirenments would be a fair tradeoff, because the best thing
that has been done for aviation safety in the last 50 years has
been being able to inmediately | ocate a downed aircraft.

H s only question was possibly defining "real tinme" in relation
to satellite tracking systenms in subsection (d). Itens
(1),(2),(3), and (4) have sone redundancy and item (1) could
potentially exenpt aircraft from carrying survival equipnent if
there is a void in FAA requirenent, so he thought that |anguage
could be tightened up.

MR. SCOIT said the sponsor was willing to look at those and
t weak | anguage i f necessary.

1:44:.27 PM

M KE STEDMVAN, co-owner, Alaska Seaplanes, Juneau, Al aska,
supported SB 53. He was also on the Air Carrier Board and said
with the advent of automatic dependent surveill ance-broadcast
(ADS-B), real tine tracking of downed aircraft has been greatly
enhanced in the | ast few years.
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SENATOR DYSON renenbered the requirenment to carry a firearm and
how that caused sone trouble when flying into Canada and asked
if that was still a requirenent.

MR. SCOIT directed attention to AS 02.35.110(a) that had a I|ist
of requirenents and said a rifle was not it.

1:46: 37 PM

SENATOR FRENCH asked soneone to describe what the FAA requires
for operations within the state over uninhabited areas, since it
goes away if the aircraft is equipped as required by the FAA

MR. SCOIT answered 14 CFR 121.353 entitled "Energency Equi prment
for Qper ati ons over Uni nhabi t ed Terrain" listed t hose
requi renents.

SENATOR FRENCH read: pyrotechnic devices, survi val type
energency locator transmtter, and survival Kkits appropriately
equi pped for the route to be flown and the nunber of occupants
on the airplane and asked if there was nore of a description for
the survival kit, because that could be interpreted as having a
cdiff Bar for everybody, but no blankets or snow shoes, fire
starter, knife, nosquito netting - nothing.

MR. SCOIT said he dug into that but couldn't find out what
"appropriately equi pped" neant.

SENATOR FRENCH asked if you are equipped as in (d)(1)(2)(3)(4),
do you have to have each one of those things to escape the
requi renents of (a) or just any one of them

MR. SCOIT said he interpreted themas "or."

SENATOR FRENCH al so remarked that there was an "and" on |ine 20
and that lead to his last question, which is that (4) seens to
be a conbination of (2) and (3), which seens redundant because
it says a real-tine satellite tracking systemin (2) and a 406
ELT in (3), but then (4) adds "installed and operational” to
t hose two pieces of equipnent.

SENATOR BI SHOP asked if this bill goes to "135 operators.”

MR. STEDMAN answered that the word "commercial carrier" is part
135 and part 121.
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SENATOR BI SHOP asked if an Alaska Airlines 737 was trying to
push back from the gate here in Juneau and either one of those
two wasn't operational, it wouldn't |eave until they were?

MR. STEDMAN said that was correct, but the 406 ELTs are not
required for transport category jets.

1:52: 07 PM

SENATOR FAIRCLOUGH said if they are going to take the tine to
ook at this bill further, they probably need to go back into
section 1 and on page 2, line 7, that says a sleeping bag "and"

one wool blanket for the smaller planes and nmaybe change that to
"or "

She was also wondering why, if they believe the federa
governnent has set appropriate codes for survival, that they are
not tying FAA requirenents directly to this one, so that when it
changes our statutes are automatically updated. "Survival Kkit"
shoul d be described, because they want to make it easy for a
carrier to provide safety to those on the plane and elimnate
wool bl ankets and sl eeping bags if they are not necessary.

1:54:13 PM
CHAIR EGAN, finding no further questions, said SB 53 would be
held in comm ttee.

SB 177- REGULATI ON OF TOWERS

1:54:38 PM

CHAI R EGAN announced SB 177 to be up for consideration

1:54: 43 PM

DAVI D SCOIT, staff to Senator Donald O son, sponsor of SB 177
explained that this bill is about aviation safety. He said

section 1 relates to registering and marking of comrunication
structures, wind towers, and extrene weather towers (EW) wth
the Departnent of Transportation and Public Facilities (DOTPF)
15 days before installation (now 20 days) if this bill passes.

1:57: 13 PM

Tower owners have to conply with all federal |aws and standards
related to lighting, painting and visibility of the towers.
Enforcenent is still a question, but he was |ooking into that
and violators would be punished as provided by AS 12.55, the
crimnal code.
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MR. SCOIT said the sponsor put this forward, because he is an
active pilot and feels Al aska needs standards for construction
and mar ki ng of towers.

1:58:42 PM

SENATOR DYSON said he was struck by the fact that towers aren't
required to have a strobe light, because of all the darkness
her e.

MR. SCOIT said he woul d get an answer.

SENATOR DYSON said he thought there already was existing |aw,
maybe federal, about transmssion towers in and around
airstrips.

MR. SCOIT said that was correct; the FAA has purview if the
towers are over 200 ft.

2:00: 34 PM

SENATOR FAI RCLOUGH said Anchorage has a tower ordi nance already
and asked if other cities already have |ocal ordinances and if
we had col | aborated with themto know what is going on.

MR. SCOIT replied that he hadn't talked to any municipalities
but he would reach out to them

SENATOR FAIRCLOUGH echoed Senator Dyson's coments about
possibly working wth existing FAA requirenments. She was
concerned about the costs associated wth mrking and
registering having noticed that it wuld cost $120,000 to
upgrade a wind project that cost $120,000 to build. They m ght
t hi nk about giving people a period of time to change rather than
penalizing themif they don't have everything done in one year.

CHAI R EGAN said Juneau now has a prohibition on construction of
towers until the city adopts an ordinance that regulates cell
tower use and one of the main issues is |lighting.

2:03:09 PM

SENATOR FRENCH sai d everyone knows what a tower is, but it mght
need a definition to exclude, for exanple, buildings over 100
ft. in height.

2:03:51 PM
ROBERT DAY, Honer Electric Association (HEA), Honer, Al aska,
said he thought SB 177 still needed tweaking. In his particular

busi ness, he was concerned that it my cause quite a bit of
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expense and for wutilities throughout Alaska. HEA nenbers had
indicated that npbst of their towers are less than 100 ft. and
wouldn't fall under this bill, but the towers that feed Juneau
from Snettisham for instance, would. He said there is also
quite a body of regulation fromthe FAA that requires marking of
structures near airport facilities.

He was al so concerned that transm ssion towers traversing renote
areas near sone small airport or waterway could also fall under

this bill. It sounds silly, but their transm ssion towers carry
electricity but not the kind of electricity that is conducive to
powering signal lights. So, placing signal lights on each tower

woul d be pretty expensive and any kind of maintenance woul d nore
than likely require an outage on that transm ssion |ine, which
woul d cost a |ot.

MR. DAY said he was nore concerned over registering 50 ft.
structures and keeping them up to date, because many of their
distribution poles and all of their transm ssion towers would
fall under the 50 ft. regulation and that also falls under "make
them visible when close to the airport,” for which a body of
safety rules and regul ati ons al ready exists.

2:06:47 PM

He said the requirement for registration and putting that
information on a public web page could fall afoul of critica
infrastructure Honeland Security rules and that they had been
being a "lot nore coy" about putting information in the public
area about electrical systens and how they are built and
interconnected since 9/11, so they would find thenselves
possibly in a position of obeying one | aw and breaki ng anot her.

For marking of guy wres, M. Day explained that people in
Al aska often use a steel transm ssion structure that has guy
wires on both sides and that would be a lot of nmarker balls if
they were required to mark all of them from say, Bradley Lake
all the way into Sol dotna Substation

MR. DAY suggested anendi ng | anguage to sinply exenpt towers that
are primarily for the transm ssion or distribution of electrical
power, but he added that putting a comunication tower on top of
an electrical transmssion tower would fall under this
| egi sl ation.

2:08: 27 PM
JANE DALE, Alaska Air Carriers Association, WIIlow Al aska,
supported SB 177. She appreciated the comments of the previous
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speaker and related that the FAA does have requirenents for the
public to submt notice of proposed construction when the tower
or obstruction is greater than 200 ft. or within 2-4 mles of a
public use airport, in general, depending on its |ength.

She said the Federal Communications Comm ssion (FCC) would be
responsi ble for enf or cenent on conmunication towers and
statewide and |ocal regulations appear to be the enforcenent
tool for other obstructions.

M5. DALE said they support this bill, because it would provide
some predictability in the air space for carriers and aviators
statewde, so that they would be able to visually see
obstructions greater than 100 ft., day or night, or could |ook
up obstructions greater than 50 ft. in a registry.

2:10: 27 PM

SENATOR DYSON asked what the process is for structures like this
to start showi ng up on aeronautical charts and how soon it gets
done.

M5. DALE responded that not every obstruction is charted, but
the FAA could best address that issue. There are towers that are
unmarked and unlit within close proximty to an airport, sone
within the approach of an airport, and often menbers becone
aware of that only after they fly into an airport and see the
t ower .

CHAIR EGAN said he used to own radio stations and they were
required to light their towers and to file with the FAA and NOAA
the nanme of the station and the tower height to put on their
charts.

SENATOR DYSON said NOAA had made all of their charts avail able
on line and real tinme for nothing and he was really interested
in timeliness for Alaska's aviators. Aside from that, mariners
had been using years' old charts.

2:14: 24 PM

SENATOR FAI RCLOUGH asked at what height a small plane travels in
Al aska and if they could consider raising the elevation of the
flight pattern to not have the infrastructure issues.

SENATOR FRENCH, referring to |anguage on page 2, asked if it was

the intent to have four spherical marker balls attached to each
outer guy wre.
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MR. SCOIT answered four balls per guy wre.

CHAIR EGAN remarked that Juneau's Taku wi nds would put "a heck
of a drag on those guy wires."

2:16: 24 PM

MAX MCGRATH, Enterprise Technology Services, WMnager for the
State of Alaska Teleconmmunication System Anchorage, Al aska,
said he was available to answer questions on SB 177.

2:17: 04 PM
ERIC ERIKSEN, Vice President, Alaska Electric Light and Power
( AELP) , Juneau, Al aska, want ed to excl ude el ectrica

transm ssion towers from SB 177. He acknowl edged the intent to
protect public safety, but additional unintended consequences
may be exposed without this exclusion. Inplenmenting this type of
marking on transm ssion towers would expose those towers and
their electrical service to liability issues and endanger their
personnel who are nmintaining and inplenenting the devices on
the towers that are very renote and at high el evations.

2:18: 29 PM

SENATOR DYSON said he assunmed that transmission towers were
al ready operating under strict rules near established airports
that addressed the issue of aircraft encountering power |ines
and asked what they are required to do now.

MR. ERI KSON answered before installing a new structure near an
airport the pernmitting process has a review to determ ne whet her
additional navigational aid markings on maps or structure
requirenents |like lighting are needed. The requirenents |essen
the farther away you get from the airport. For instance, the
Snettisham |ines went through FAA review since they are on
federal property and they would place the necessary requirenments
on that line.

2:20: 15 PM

SENATOR DYSON observed that every transmission line in Al aska
that crosses a river has balls on it.

MR, ERI KSON said the Snettisham|ine does as well.

SENATOR DYSON asked whose responsibility it was to get those
lines on the maps and charts.

MR. ERICKSON said those |lines had been in existence for quite a
while and he wasn't directly involved in their permtting, but
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his experience in permtting simlar projects was that he
provides the information to the entities that then will put it
on the maps and charts.

2:21:53 PM

BOB HAJDUKOVI CH, President and CEO, Era Alaska, Fairbanks,
Al aska, said this issue canme into his wrld when they started
seeing a proliferation of <cell towers and wnd generation
devices. He explained that neteorological towers (MET) are put
up in advance of wind farns to nmeasure w nd speeds to determ ne
their viability. They can go up very quickly and are very thin
with invisible wires. So, there is an MET concern in the rura
areas along with the proliferation of cell towers. The FAA does
not require towers below 200 ft. tall to be registered and if
they are not 1in the airport environnent they are also
unr egul at ed.

Era's concern is that the nost likely place to put towers of any
sort is near runways, especially in rural comunities, because
that's generally where the power, wutilities, maintenance and
roads are. Many communities they serve nmight have one or two
roads that go through the entire town and so the nost obvious
place to put a cell tower or wind generator is on the path
towards the runway. Probably nobst of the accidents that have
happened in aviation occur with low | evel helicopter activities.
The average height of carriers going into airports is generally
1500-2000 ft. in the imediate vicinity and goes down on
approach to the runway, and that is where the FAA does its job
of maintaining the obstruction clearances to nake sure operators
have an angl ed glide path.

Cenerally, he said Era is not as concerned about the approaches
to airports as much as they are about the approaches to
communities. Private aviation in low weather conditions would
tend to follow roads - |ike from Fairbanks to Anchorage - as
opposed to | ooking out the front w ndow for unmarked towers. So,
it's inportant that the state engage in registration of all the
new activity around cell towers and wi nd generators. They knew a
| ot of stakeholders would engage in this conversation and the
el ectric fol ks had brought up sone great points.

2:25.:16 PM
SENATOR FAI RCLOUGH said she served on Al aska's Renewabl e Energy
Advi sory Board that was permtting 23 projects now and that she
would take this information to them and maybe get in front of
this issue and then fix the <cell tower problem through
| egi sl ati on.
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MR. SCOTIT said he would reach out to that board.
CHAIR EGAN said SB 177 would be held in commttee.

SB 178- PASSENGER VEHI CLE RENTAL TAX

2:27:36 PM
CHAI R EGAN announced SB 178 to be up for consideration.

2:27:49 PM

BRI TTANY HUTCHI SON, staff to Senator Cick Bishop, Al aska State
Legi sl ature, Juneau, Al aska, sponsor of SB 178, presented SB
178. She explained that the passenger vehicle rental tax was
passed in 2003 and was intended to raise revenue from tourists
using rental cars on the state's road systens. The tax wasn't
supposed to affect Alaskans in npbst cases, but that is not the

case. Back in 2004 the bill was anmended to exenpt taxi cabs from
the tax, and it was stated then that it was not the intent of
the original bill to negatively inpact small businesses, but it
does.

She explained that in 2013, the Departnent of Revenue (DOR)
began an attenpt to collect the rental vehicle tax from Al askan
busi nesses that may not even be involved in the tourist industry
or rent to tourists. And instead of announcing their new
position and applying it prospectively, the departnment applied
the tax retroactively back to 2004. Though it required
busi nesses to pay a 10 percent rental vehicle tax on all |eases
for the past nine years, those taxes had not been collected from
the clients and that could possibly bankrupt sonme small Al askan
busi nesses. A list of those businesses was in their packets.

M5. HUTCHI SON said that SB 178 anmends the rental vehicle tax to
make it <clear that the tax should not apply to Al askan
busi nesses that are making long term rentals to other Al askan
busi nesses. Specifically, section 1 reduces the lease term
exenption from 90 to 30 days and section 2 reduces the gross
vehicle weight from 8,500 to 6,500 Ibs. The second part of
section 2 clarifies that this exenption applies to the
transportation of any goods whether comercial or personal.
Section 4 nakes these changes retroactive to 2004.

She said these changes reflect the original intent of the
| egislature that the vehicle rental tax applies to short term
rentals to tourists and not to Alaskan businesses renting to
ot her Al askan businesses. This bill is needed because the DOR is
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trying to collect nine years of back taxes, interest, and
penal ties from Al askan busi nesses that were never intended to be
taxed in the first place.

2:31:02 PM

SENATOR DYSON said he was startled that the tax is retroactive
for such a long time and was surprised they could pass a |aw
that incurs such a liability for conpanies.

SENATOR FRENCH said he thought there was a m sunderstandi ng, but
he knew what had happened: they passed a law in 2003 that began
taxing rental cars. It's been in place ever since that tinme and
now some conpani es have found thenselves in a tax dispute with
the DOR. This would pass an exenption that would reach back that
far because of the m sunderstanding and di spute. He sponsored an
exenption due to the sanme kind of thing addressed on page 2,
lines 18-19, (h) where the tax was falling on a small seasona
group of people and nore was being spent on collection than was
actual ly being coll ected.

2:33:18 PM

SENATOR FAI RCLOUGH said the fiscal note was quite interesting
because it went forward in time, and she wondered what it would
ook like in reverse. Wuld it take 10 people to inplenment this
bill?

2:34: 01 PM

MATT FONDER, Director, Tax Division, Departnent of Revenue
(DOR), said the reason for the high nunber of enployees was that
the departnent would have to try to go back and identify and
refund taxes to people who rented cars that may fall within one
of the exenptions during the last 10 years.

SENATOR FAIRCLOUGH said she was concerned that the 90 day
exenption and trying to find people who rented was creating this
pay back issue. People cone to Alaska and rent notor hones and
the state has been trying to collect from those people who were
causing deterioration on its highways. The intent was to |eave
commercial vehicle rentals out.

M5. HUTCHI SON said the intent behind changing 90 days to 30 was
because nost tourists don't rent for over 30 days and anyone
over that would be an Al askan businesses and, therefore, be
exenpt .

SENATOR FAI RCLOUGH asked what part of the bill was causing the
big fiscal note, an estimted $1, 293, 000, in 2015.
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MR. FONDER answered that was actually for staff to set up the
refund program and identify taxpayers who may have paid the tax

that would fall wunder one of the new exclusions and their
refund. The fiscal note also talks about a potential reduction
of $800,000 in revenue to the state each year if this bill were
to pass.

SENATOR FAlI RCLOUGH said there should be a better way to do this.
She asked if DOR had been collecting $800,000 from conmercial
rental s that hadn't been challenged until now

2:38:12 PM

JOHANNA BALES, Deputy Director, Tax D vision, Departnent of
Revenue (DOR), explained that the fiscal note represents all of
the bill's provisions. It would exenpt anything over 30 days
(right now it's anything over 90 days) from taxable rentals;
anot her provision exenpts any vehicle weighing nore than 6,500
I bs. used to transport personal or conmercial property.

To prepare this fiscal note, she I|ooked at records from
conpani es the departnent had audited to get an estimte of what
type of activity they had. She estimated no nore than $800, 000
each year and applied that going back for 10 years and going
forward as |ost revenue. They would have to evaluate all the
rental contracts fromthe last 10 years to determ ne which ones
woul d have been exenpt had this |anguage been in effect since
2004 forward. They would work with the about 110 rental car
conpanies that have remtted the taxes to get copies of
contracts and send out public notices. Because a lot of renters
are from out of state, the departnent would be required to
refund taxes paid if their rental car contracts neet the new
exenption criteria.

2:40: 20 PM

SENATOR FAIRCLOUGH said she had a hard time with hiring 10
enpl oyees to go back through records to 2004 and she also found
it challenging that they have what appears to be a new
interpretation at the departnment. Wwen did the challenges start
com ng to DOR?

MS. BALES answered it would be up to the sponsor to decide how
to handle this, but this is not a new interpretation of statutes
that have been on the books since 2004. It had just cone to
their attention that sone conpanies were conducting vehicle
rentals that net the criteria to collect and remt tax that,
because the departnent |ooks for conpanies that say "vehicle
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rental conpany” on their business |icenses, weren't picked up.
Conpani es that do heavy equipnent |easing aren't recognized as
having vehicle rentals that net this criterion. She said the
department conducts conpliance projects to see if any taxpayers
need to be educated and need to conme back into conpliance.

As far as the fiscal note, she explained that those positions

woul d be needed for the retroactivity provision of the bill to
make sure that all the consuners who paid the tax to the renta
car conpanies would be refunded, which is what this bill would

requi re. However, without the retroactivity provision they would
have a zero fiscal note in terms of needi ng new peopl e.

2:43: 07 PM

SENATOR FAI RCLOUGH said she |ooked forward to working with the
sponsor to solve this problem She renenbered she had voted in
favor of this bill, and her understanding was that it was for
folks coming in at the Anchorage International Airport or
otherwi se and renting a notor hone from soneone or a vehicle to
explore Alaska. It was never the intent of the legislature to
pick up commercial rentals or long term |eases for equipnent
that's noving to and from and bei ng used by Al askans.

CHAI R EGAN agreed, but added that the problemis that there are
at least 14 businesses that are by affected by this tax
provi sion but none of themis a car rental agency.

SENATOR BI SHOP said the intent of the bill is to get back to the
original intent of 2004, which is taxing rental cars and sumer
tourism and not taxing Alaskan businesses doing mning and oi
patch work and operating on wuninproved roads with no state
support or maintenance.

2:45: 41 PM

RYAN  PETERKI N, Pr esi dent, Mayt ech Al aska, Kenai , Al aska,
supported SB 178. He is a fourth generation Alaskan and his
business is in Kenai and Prudhoe Bay. They rent industrial
equi pnent, but to satisfy their clientele, pickup trucks becane
a byproduct of their business. They enploy 75 Al askans with an
average sal ary of $70,000 per year totaling about $6 mllion.

He first |earned about the tax on Novenber 6 when he got a cal

from his Prudhoe Bay operation saying that a crimnal
investigator and an armed enforcenment officer had arrived and
said they were in violation and that there would be crimnal
charges if they didn't conply and to contact Jonathan Page in
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the Anchorage office. They got in touch with him the next day
and explained their line of business.

MR. PETERKIN said they tal ked and came to an understandi ng that
personal property nmeant their safety gear, |aptop conputers, et
cetera. He said they fully intend to conply, but with a 90-day
period and if a client extends a 6-nonth contract for another 6
nonths, that 6 last nmonths is taxable. Mst of their contracts
are worked off master service agreenents, and oil conpani es have
mul tiple year contracts. Al of their pickup truck rentals and
| eases are in comercial applications, 90 percent of which are
in Prudhoe Bay; the other 10 percent are in the Kenai Peninsul a,
and 5 percent of those are on the west side of Cook Inlet on
dirt roads and gravel. He said the 6,500 G/W wuld be
beneficial, because oil conpanies went to half ton crew cab
pi ckup trucks that are nore cost effective and have |ess inpact
to the road.

2:49: 13 PM
Payi ng the back tax on the pickup trucks would be devastating to
his business, if it didn't put them out of business, M.

Peterkin said. They would have to seek financial aid, for sure.
Theirs is a growing business that is trying to respond to
clientele, and they just don't have those Kkinds of reserves.
They didn't collect the tax nor did they ever get a notice or
any other neans of conmunication except when they were
bl i ndsided by a crimnal investigator and an enforcenent officer
that showed up in their Prudhoe Bay facility.

CHAI R EGAN asked if his vehicles were getting |arger.

MR. PETERKIN said all their vehicles are half ton to three-
guarter ton pickups - sonme are one ton - all are rented to oi
and gas conpanies wth comercial applications; none to a
private individual.

SENATOR EGAN asked if the gross vehicle weight had changed.

MR. PETERKIN answered their GVW probably ranges from 7,000 | bs.
to 12,000 | bs.

2:51: 05 PM

JON COOK, CFO Airport Equipnent Rentals, Inc., Fairbanks,
Al aska, supported SB 178. He said his conpany is a famly owned
busi ness enploying 125 people with locations in Dead Horse,
Fai rbanks, Delta, Anchorage, and Kenai. They are the John Deere
construction equipment dealer for Alaska and the |[argest
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equi pnent rental conpany in Alaska representing a variety of
manuf acturers. As a custoner service they offer rentals to their
construction equi pnment custoners who are primrily producers and
Al aska contractors on the North Slope. Mst of the rentals are
for several nonths and often years in duration. Qut of 5,000
rental units 150 are trucks; the rest is heavy equipnent and
ot her pieces of non-nobile equi pnent.

He has famliarity wth this tax and its entire legislative
hi story. H's conpany owned the National Car Rental concession at
t he Fairbanks Airport through May 2013, and many know him as a
reformed car dealer (back to 1994). He said the original intent
of the tax was neant to tax tourists to help fund road
mai nt enance and tourism nmarketing. Sone of the concerns he has
regarding DOR and its retroactive reinterpretation of the
statute is that it 1is contrary to the legislative intent,
specifically with regards to long termrentals of pickup trucks
bet ween Al aska busi nesses and prinmarily on the North Sl ope.

MR. COXK said their conpany has and continues to pay the renta
tax, because as a national car rental dealership, they had been
aware of it. He l|earned about the departnment retroactively
collecting the tax from his conpetitors. Wiile he has the utnost
respect for Ms. Bales and the departnent - they are just trying
to do their job and protect the best interests of the state -
some of their interpretations of the statute are very
concerning. If this legislation is not passed and the tax is
retroactively collected, several conpanies will have to declare
bankruptcy. He said the truck rental business is a low margin
business that they are not interested in, so he wanted to keep
t hese conpetitors around.

2:55:11 PM

He wanted to discuss the 90 day exenption as well as the
exenption for 8,500 GW that transport personal property that
does not have a definition. Specifically with regard to North
Slope rentals, AS 43.52.099(2) defines a passenger vehicle as a
nmotor vehicle that is driven on a highway or public right-of-
way, and the North Slope road systemis neither; it is a private
road system He was al so uncl ear about why 10 people were needed
to refund the tax. He didn't have records that go back 10 years,
and he wasn't interested in spending the state's tine to try to
refund taxes to custoners.

2:56: 37 PM
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CHAIR EGAN said he was welconme to conme back and testify again
and nentioned receiving many |etters supporting sonme form of SB
178.

2:57:07 PM

SENATOR DYSON asked Senator Bishop if the departnent was still
going after these enforcenent actions or should the conmttee
take some action telling them to stop until the issue is
resol ved.

SENATOR BI SHOP said he didn't know.
CHAIR EGAN held SB 1°78 in committee.
2:58:48 PM

CHAIR EGAN adjourned the Senate Transportation Standing
Comm ttee neeting at 2:58 p.m
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