ALASKA STATE LEG SLATURE
SENATE TRANSPORTATI ON STANDI NG COW TTEE
March 20, 2014
1:33 p. m

VEMBERS PRESENT

Senat or Denni s Egan, Chair
Senat or Fred Dyson, Vice Chair
Senat or Anna Fai rcl ough
Senator Cick Bishop

Senat or Hollis French

MEMBERS ABSENT
Al'l nmenbers present
COW TTEE CALENDAR

SENATE BILL NO 178
"An Act relating to the application of the passenger vehicle
rental tax; and providing for an effective date."

- MOVED CSSB 178(TRA) QUT OF COW TTEE

SENATE BI LL NO 211

"An Act providing for the Departnent of Transportation and
Public Facilities to hold the surface estate of certain state
land; relating to the transfer of <certain state land and
materials; relating to the |ease, sale, or disposal by the
Departnent of Transportation and Public Facilities of rights-of-
way, property interests, or inprovenents; relating to the grant
of certain easenents over subnerged state land to the federa
governnment; relating to the conveyance of land for right-of-way
purposes from the Alaska Railroad Corporation to the Departnent
of Transportation and Public Facilities; and providing for an
effective date.”

- BILL HEARI NG CANCELED

SENATE BILL NO. 94

"An Act vacating a portion of the Copper Center-Valdez right-of-
way; and relating to rights-of-way acquired under forner 43
U S C 932 that <cross Jland owed by an Alaska Native
corporation.”

- BILL HEARI NG CANCELED
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SENATE BILL NO. 197

"An Act extending the termnation date of the Departnent of
Transportation and Publ i c Facilities' interim pr oj ect
authorization regarding naturally occurring asbestos; and
providing for an effective date."

- BI LL HEARI NG CANCELED
CS FOR HOUSE JO NT RESOLUTI ON NO. 10(FIN)
Proposi ng anendnents to the Constitution of the State of Al aska
creating a transportation infrastructure fund.
- BI LL HEARI NG CANCELED
PREVI QUS COMM TTEE ACTI ON
BILL: SB 178

SHORT TI TLE: PASSENGER VEHI CLE RENTAL TAX
SPONSOR(s): SENATOR(s) BI SHOP

02/ 18/ 14 (S READ THE FI RST Tl ME - REFERRALS
02/ 18/ 14 (S) TRA

02/ 25/ 14 (S) TRA AT 1: 30 PM BUTROVI CH 205
02/ 25/ 14 (S) Heard & Held

02/ 25/ 14 (S) M NUTE( TRA)

03/ 04/ 14 (S) TRA AT 1: 30 PM BUTROVI CH 205
03/ 04/ 14 (S) -- MEETI NG CANCELED - -

03/ 11/ 14 (S) TRA AT 1:30 PM BUTROVI CH 205
03/ 11/ 14 (S Schedul ed But Not Heard

03/ 13/ 14 (S) TRA AT 1: 30 PM BUTROVI CH 205
03/ 13/ 14 (S) Heard & Held

03/ 13/ 14 (S) M NUTE( TRA)

03/ 18/ 14 (S) TRA AT 1: 30 PM BUTROVI CH 205
03/ 18/ 14 (S) -- MEETI NG CANCELED - -

03/ 20/ 14 (S) TRA AT 1:30 PM BUTROVI CH 205

W TNESS REG STER

BRI TTANY HUTCHI SON

Staff to Senator dick Bishop

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Expl ained CSSB 178(TRA) for the sponsor.

MATT FONDER, Director
Tax Divi sion

SENATE TRA COW TTEE - 2- March 20, 2014



Al aska Departnent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Answered fiscal note questions on CSSB
178( TRA) .

COW SSI ONER ANGELA RODELL

Depart ment of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Explained how the departnment wote the
fiscal note.

ACTI ON NARRATI VE

1:33:30 PM

CHAIR DENNIS EGAN called the Senate Transportation Standing
Commttee neeting to order at 1:33 p.m Present at the call to
order were Senators Bishop, Dyson, French, Fairclough, and Chair
Egan.

1:34: 14 PM

SENATOR DYSON noved pursuant to Uniform Rule 22(b) go into
executive session. There were no objections, and it was so
or der ed.

1:34: 41 PM
Recessed from1:34 to 2:34 p. m

SB 178- PASSENGER VEHI CLE RENTAL TAX

2:34.15 PM

CHAIR EGAN announced SB 178 to be up for consideration. He
removed his objection and CSSB 178(), version 28-LS1406\C was
before the commttee. He invited Brittany Hutchison to explain
t he changes in version C

2:35:40 PM

At ease from2:35 to 2:36 p. m

2: 36: 50 PM

BRI TTANY HUTCHI SON, staff to Senator dick Bishop, sponsor of SB
178, said section 1 on page 1, line 4, consolidates existing
sections regarding the terns "passenger" and "recreational" for
better organization of the statutes. Section 2, page 1, l|ine 10,
reduced the termfrom 90 days to 30 for which a |lease or renta

is exenpt from the tax. Section 3 on page 2, Iline 6,

consolidates the terns "passenger" and recreational™ to better
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organi ze that statute, but they are taxed separately; passenger
vehicles are taxed at 10 percent and recreational vehicles are
taxed at 3 percent.

Section 4, page 2, line 13, anends the term "passenger vehicle"
to specify it is for the primary purpose of transporting
passengers. Section 4, subsection (f), page 2, |line 28, reduces

the gross vehicle weight (GYW from 8,500 to 6,500 Ibs. Section
5, page 3, line 7, repeals AS 43.52.030 and .040, since they are
no |onger needed. She noted that SB 178 also had a Letter of
| ntent.

2:38: 28 PM
SENATOR FAI RCLOUGH asked if the sponsor had a new fiscal note;
she expressed concern about the financial inpact on current

revenues of renting vehicles over 30 days and under 90.

M5. HUTCHISON said the new fiscal note states there is a
possi ble 10 percent reduction in revenue. R ght now the tax
brings in roughly $8.3 million and the reduction is estimted to
be $800 thousand to $1.6 mllion.

SENATOR FAIRCLOUGH noted public testinony had to do wth
vehicles on the North Slope that should be exenpt, and asked
what that nunmber woul d be inside of the $800, 000.

SENATOR FRENCH said he thought the commttee was interested in
exploring, forgiving, or elimnating collection of the tax on
trucks that operate on the North Slope that is free of state
mai nt enance and state services.

SENATOR FAI RCLOUGH said the public has said two tinmes they have
been unfairly called upon to owe a tax; sone said they never
collected the tax and that they shouldn't have collected it
because they were operating on the North Slope in a commerci al
capacity versus on Alaska's highways. Their perception of the
original intent of the legislation was that it was for tourists
but that sone Al askans would be affected by it. But the folks
who testified were small equipnment rental conpanies with sone
trucks that are lighter than the weight load that is in statute.

MS. HUTCHI SON said the intent of reducing the weight from 8,500
Ibs. to 6,500 is to get back to the original intent of the
legislation - that only those trucks that are for passengers
not equi pnent, woul d be taxed.

2:44: 37 PM
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SENATOR Bl SHOP asked how much of the estimted $800 thousand to
$1.6 mllion a year can be identified as com ng out of the North
Sl ope rental .

SENATOR FAI RCLOUGH asked if the fiscal note is prospective or
shows the state | osing actual revenue.

2: 45: 55 PM
MATT FONDER, Director, Tax Division, Alaska Departnent of
Revenue (DOR), Anchorage, Alaska, said the fiscal note is an
estimate for future revenues, so future rental taxes would be
decr easi ng.

2:47:19 PM

ANGELA RODELL, Comm ssi oner, Departnment of Revenue (DOR),
Anchorage, Al aska, explained that they attenpted to wite a
fiscal note based on the contracts as they have seen them The
difficulty is that they don't distinguish those contracts and
don't have the information by region. The rental conpanies are
submtting their vehicle rental tax through their headquarters,
so they don't distinguish the noney they m ght have collected in
Bet hel or None versus Anchorage and Juneau.

One of the current version is that the reduction to 6,500 Ibs.
wi |l exclude the Suburbans and | arge Jeep vehicles that Avis and
Hertz routinely rent in Anchorage. So, they are trying to
determ ne by size of vehicle nore so than the region from which
they are being rented.

SENATOR FAI RCLOUGH commented that their estinmate was based on
past experiences, but she was trying to project an estimate into
future, soit's alittle bit of both.

COWM SSI ONER RODELL answered that is right; they are making
their best guess based on what they know.

SENATOR FRENCH said it would be tricky to pull this off and to
cut out vehicles that had not touched a state mmintained road.
Pt. Thonmson is a perfect exanple of a truck that wll never
touch a state maintained road; there is no road; it is an ice
road and the trucks will stay there. Kuparuk is another exanple
where the road is 30 mles from the Haul Road, so the chances
are those trucks wll never touch a state road. But in Dead
Horse, trucks |leased to G eat Bear - all the work they are doing
is on the Haul Road and plenty of Dead Horse trucks drive to
Fai rbanks and conme back. This is a good idea that nmay be hard to
pul | off.
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SENATOR DYSON asked the basis for deciding on 6,500 | b. GVW

2:50: 57 PM

SENATOR BI SHOP said devel opnment of the North Slope had started
with using gasoline driven vehicles and had evolved to using
di esel, and now industry is going back to gas vehicles. Pickup
trucks have grown and a half-ton pickup is heavier and there are
nore crew cab, half-ton, 6,500 |bs. trucks.

SENATOR DYSON asked if he intended to tax Suburbans as passenger
vehi cl es.

SENATOR BI SHOP said he didn't know about the weight of a full-
si zed Suburban, but they would fall in line with 6,500 |bs.

2:53:17 PM
SENATOR DYSON said that is what he thought, but the Conm ssioner
said it wouldn't.

2:53:40 PM

COWMWM SSI ONER RCDELL said she wanted to get the definition of
"transporting passengers" on the record, because nany times she
is by herself and rents a vehicle and mght be hauling
furniture. She wanted to understand their intent, because they
would have to wite regulations if this bill noves forward as
witten. She was specifically | ooking at page 2, line 16.

SENATOR DYSON suggested using "transport people.”

2:55:40 PM

COWM SSI ONER RODELL said the challenge is that this tax will be
passed on to the renter and they will be looking to the vehicle
rental conpany to consolidate and remt this tax on behalf of
the state, so they will want the conpanies to certify that these
cars were used for the purposes they outline, and enforcenent
beconmes a chall enge in sone cases.

SENATOR DYSON noved to report CSSB 178(), version 28-LS1406\C
from committee to the next conmmttee of referral with attached
fiscal notes and individual recomendations. There were no
obj ecti ons and CSSB 178( TRA) nmoved from the Senat e
Transportation Standing Comrittee.

2:57:58 PM
At ease from2:57 to 2:59 p. m
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2:59:52 PM

Finding no further business to conme before the committee, Chair

Egan adjourned the Senate Transportation Standing Conmittee at
3:00 p.m

SENATE TRA COW TTEE -7- March 20, 2014



