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W TNESS REG STER

STUART KRUEGER, Staff

Represent ati ve Shel |l ey Hughes

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Presented a sectional analysis of the
proposed conm ttee substitute (CS) for HB 249, Version E.

MARC LUl KEN, Conmi ssi oner,

Department of Transportation & Public Facilities (DOTPF),
Anchor age, Al aska

PCSI TI ON  STATEMENT: Responded to questions during the
di scussion of HB 249, sponsored by the House Rules Standing
Comm ttee by request of the governor.

KEN ALPER, Deputy Director

Tax Divi sion

Depart ment of Revenue (DOR)

Juneau, Al aska

PCSI TI ON  STATEMENT: Responded to questions during the
di scussion of HB 249, sponsored by the House Rules Standing
Comm ttee by request of the governor.

ACTI ON NARRATI VE
1: 23: 10 PM

CO- CHAIR NEAL FOSTER called the House Transportation Standing
Commttee neeting to order at 1:23 p.m Representatives C aman,
Otiz, MIllet, Hughes, and Foster were present at the call to
order. Representative Stutes arrived as the neeting was in
pr ogr ess.

HB 249- ELECTRONI C TAX RETURNS & MOTOR FUEL TAX
[ Cont ai ns di scussion of SB 132.]

1: 23: 42 PM

CO CHAI R FOSTER announced that the only order of business would
be HOUSE BILL NO 249 "An Act requiring the electronic
subm ssion of a tax return or report with the Departnent of
Revenue; relating to the notor fuel tax; and providing for an
effective date.”

1: 23: 59 PM
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CO CHAI R HUGHES noved to adopt the proposed conmittee substitute
(CS) for HB 249, Version 29-GH2912\E, Nauman, 2/17/16, as the
wor ki ng docunent .

1:24:11 PM
CO CHAI R FOSTER obj ected for purposes of discussion
1:24:41 PM

CO CHAIR HUGHES stated that she has had reservations regarding
HB 249 since it was proposed. Specifically, she questioned
whet her the tax increases would remain in place in the event of
recovering oil prices, and she echoed the sentinents of severa
i ndi viduals who provided public testinony, by enphasizing the
inmportance of directing the revenue from the proposed tax
increase toward naintenance and operation of infrastructure.
She stated that the Senate Transportation Standing Conmmittee
adopted a commttee substitute (CS) to SB 132, the Senate's
conpanion bill to HB 249, which addresses several of these
concerns. She expressed her agreenent with the changes outlined
in the CS to SB 132, and noted Version E, of HB 249, proposes
one nore change regardi ng how the revenue woul d be utilized.

CO CHAI R HUGHES out | i ned changes proposed under Version E as the

addition of an oil price per barrel trigger, inclusion of a
sunset date in three years, and clarification regarding the
account where the revenue would be deposited. She noted that

the word "account” would be replaced with "fund" throughout the
applicable statutes, and |anguage would be added stipulating
that the funds could only be used for maintenance and operating
costs, not for admnistration. She offered to provide a
sectional analysis at the request of the chair.

1: 27:10 PM

STUART KRUECGER, Staff, Representative Shelley Hughes, Al aska
State Legislature, on behalf of Representative Hughes, began a
presentation of the sectional analysis of CS HB 249, Version E.
He stated that the first change would be the renoval of Section
1 and Section 2, which required the electronic subm ssion of the
tax return and report with the Departnent of Revenue (DOR). He
noted that this would be included to mrror the change being
proposed in the CS to SB 132. He explained that in the new
Section 1, page 1, line 8, the word "account"” would be changed
to "fund", and would be replaced, in kind, throughout the
remai nder of HB 249 whenever addressing specific fuel tax funds.
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He explained that the purpose of the change would be to provide
nore structure as to where those funds can be directed.

1:28:15 PM

MR. KRUEGER expl ained that Section 2, on page 2, would add an
oil price trigger, such that, if the average price per barrel in
the previous cal endar year were to exceed $85, then the highway
fuel tax would return to its previous rate of $0.08 per gallon

for dealers. He related that Section 3, on page 3, would
provide a sunset clause for Section 2; and Section 4, beginning
on page 4, line 15 would enact the sane fuel trigger described

in Section 2, but applied to the consuners. Section 5, on page
5, would provide a sunset of Section 4. He stated that Sections
6 through 10 would replace the word "account” with "fund", and

add the |anguage "direct capital, operating, or maintenance
costs,” and specify "infrastructure" for airport, marine, and
hi ghway. He related that inclusion of the word "direct” would

elimnate the possibility of the funds being wutilized for
adm ni strative purposes.

MR. KRUEGER noted that Sections 11 through 13 add exenptions for
energency vehicles, as defined in AS 11.56.825, and for student
transportation services, where the school or district receives
fundi ng under AS 14.09. 010. He explained that Section 14, on
page 10, would provide the refund rate for "off-road use", as
proposed by the bill sponsor; Section 15, on page 10, beginning
on line 10, would provide a sunset of Section 14. He stated
that in Section 16, on page 10, there would al so be replacenents
of the word "account”™ with "fund". He expl ained that Section
17, on page 10, would nove the exenptions from the notor fue
tax out of the definition of "motor fuel™, in AS 43.10.100(2),
and into the body of the notor fuel tax |aw. He pointed out
that the 2015 Manual of Legislative Drafting states "substantive

provisions of law nust not be hidden in definitions,” and he
offered that the current notor fuel tax exenptions are in direct
violation of that rule. He said Section 18, on page 12, would
describe the applicability; Section 19, on page 12, would
provide transitional | anguage allowing for regulations to
i npl enent the changes. He explained that Section 20, on page

12, would set an imediate effective date for Section 19;
Section 21 would set an effective date of July 1, 2018, for
Sections 3, 5, and 16; Section 22 would set an effective date of
July 1, 2016, for the remainder of the changes.

1: 32: 01 PM
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CO CHAI R FOSTER requested clarification that the trigger figure
described in Section 2 and Section 4, which would reduce the tax
to its current rates in the instance that oil prices increased
to $85 per barrel, would apply not only to the highway fuel tax
rates, but also the marine and aviation fuel tax rates.

1: 32: 58 PM

MR. KRUEGER clarified that the tax rates for all categories of
nmotor fuel would revert back to their current rate, as outlined
in Section 4.

1: 33: 20 PM

MARC LUl KEN, Conmi ssioner, Departnent of Transportation & Public
Facilities (DOTPF), Anchorage, Al aska, drew nenbers' attention
to Section 4, on page 4, and pointed out that the current rates
for all categories of notor fuel are listed bel ow the |anguage
describing the fuel trigger and would be reverted to those rates
if the trigger cane into effect.

1:33:54 PM

MR. KRUEGER noted that the change is clear in the statute and
that a clerical error in the sectional analysis was the cause of
t he confusi on.

1: 34: 37 PM

CO CHAI R HUGHES further explained the cause of the confusion in
the sectional analysis and thanked the commttee nenbers for

t heir under st andi ng. She nentioned that the Al aska Aviation
Advi sory Board had requested that a fuel trigger be included in
the bill, and she discussed her general apprehension wth

increasing taxes wthout first reducing the state budget,
restating her concern regarding the famlies that would be
negatively inpacted by increases. She acknow edged that as the
tax proposals go through the legislative process, there is the
possibility that they nmake it to the floor and pass, and
accordingly she wanted to ensure that the changes listed in the
sectional analysis were included in the proposed CS

1:36: 09 PM

REPRESENTATI VE ORTI Z inquired how the trigger point of $85 per
barrel was determ ned.
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MR. KRUECGER stated his belief that it was designed to mrror
changes nmade in the other body. He deferred to Ken Al per, for a
detail ed expl anati on.

1: 37: 09 PM

KEN ALPER, Deputy Director, Tax Division, Departnent of Revenue
(DOR), stated that M. Krueger's analysis was correct and that
the $85 trigger was designed to mirror changes introduced in SB
132. He stated his understanding that the reason the chair of
the Senate Transportation Standing Commttee, Senator M cciche

set the trigger at $85 dollars was because it roughly reflects
the point at which the "mnimum tax" falls away on oil and gas,
and Al aska begins to increase the anmpbunt of noney nade off of
oil at a greater rate. It is the threshold at which the tax
system of Senate Bill 21 [signed into |law on 6/24/13] would cone
into effect. He stated that Al aska's revenue problens begin to
dimnish nore rapidly as the price per barrel exceeds $85. He
stated that there is a reasonable conversation to be had
regarding the value of the trigger point, but that $85 is the
figure that the Senate Finance Conmittee ultinmately settled on
and Co-Chair Hughes wi shes to parallel the changes nade in the
Senat e.

1: 38: 17 PM

REPRESENTATI VE ORTI Z asked whether $85 per barrel is the price
point where the State of Alaska would be able to balance its
budget or if there would still be a significant deficit at
current spending |evels.

MR. ALPER responded no. He expounded that in Fiscal Year 2016
(FY 16) [DOR] estimated that the budget would balance if the
price of oil were $109 per barrel. He stated that although that
nunber currently sounds unreasonable, two years ago it was
considered to be a normal and rational nunber. He expl ai ned
that if the price of oil were $85, the state would still have a
deficit of approximately $2 billion under the current conditions
and budgetary realities.

1:39:18 PM
REPRESENTATI VE CLAMAN requested «clarification that as the

proposed statute is witten, this $85 trigger would come into
effect, whether that occurred in 2017 or 2037.
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MR. ALPER replied that there are two different triggers witten
into the proposed CS for the tax increase to fall away: the $85
dollar per barrel fuel trigger and the 2018 sunset cl ause. He
stated his understanding that the intent is to bring the issue
before the legislature in tw years to determ ne whether the
| egi sl ature wants to continue the increased tax regine.

REPRESENTATI VE CLAMAN requested clarification that the sunset
provision is designed to elimnate the tax in two years.

MR. ALPER responded that the tax increases would disappear in
two years, but stated his understanding that the exenptions for
school busses and energency vehicles would remain in permanent
statute.

1:40: 47 PM

CO CHAI R HUGHES commented that when considering the various tax
proposals, sonme are nore regressive than others, and she
suggested that this mght be the nobst regressive. She stated,
in reference to conmuters who live in her community, that people
with ow wages are nore likely to drive older vehicles that are
not fuel efficient. She held that an individual who nekes a
higher salary is nore likely to drive a newer, nore fuel-
efficient vehicle. She offered that if the price of fuel goes
up, the notor fuel tax is one of the first that would need to be
reconsi dered, and she explained that this is the intention of
the sunset and the oil price trigger. She stated that she does
not want to punish workers in her area and throughout the state
who are trying to nmake ends neet. She reenphasi zed her belief
that this is a regressive tax, at least in terns of the highway
fuel increase.

1:42: 06 PM
REPRESENTATI VE ORTIZ stated that all legislators share in the
concern regarding the regressive nature of any tax proposal. He

guestioned the statenent that HB 249 is the nobst regressive tax
proposal and asked Co-Chair Hughes whether she would consider
changes to the permanent fund as nore regressive.

1:42: 43 PM
COCHAIR HUGHES replied yes, in a sense, primarily because of
the different types of vehicles that people drive. She

acknowl edged that an equal anobunt would be taken from the
permanent fund dividend, but offered that in ternms of fuel a
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| oner incone person is actually paying nore for a 100-mle trip
than a weal thier person with a better car.

1:43: 19 PM

REPRESENTATI VE CLAMAN conmented that determ ning which taxes are
fair versus regressive or nore versus less equitable is a very
conpl i cated discussion. He stated that he appreciates Co-Chair

Hughes' perspective, but would like to note that he does not
agr ee.

1:43:46 PM

CO CHAI R FOSTER renoved his objection to the notion to adopt the
proposed CS for HB 249, Version 29-GH2912\E, Nauman, 2/17/16 as
the working docunent. There being no objection Version E was
adopt ed as the working docunent.

[ HB 249 was hel d over.]

1:44:32 PM

ADJ OURNMENT

There being no further business before the conmttee, the House
Transportation Conmittee nmeeting adjourned at 1:44 p.m
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