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ACTI ON NARRATI VE

1:01: 51 PM

CHAIR PETER M CCICHE called the Senate Transportation Standing
Commttee neeting to order at 1:01 p.m Present at the call to
order were Senators Egan, Dunleavy, and Chair M cciche.

SB  66- PASSENGER & REC. VEH CLE RENTAL TAX

1: 02: 31 PM
CHAIR M CCICHE announced SB 66 to be up for consideration
[ version 29-LS0470\ E was before the commttee].

SENATOR DUNLEAVY noved to adopt conmittee substitute (CS) SB
66(), version 29-LS0470\1, as the working docunent.

CHAI R M CCl CHE obj ected for discussion purposes.

1:03: 03 PM

FORREST  WOLFE, staff to Senator G essel, Al aska State
Legi sl ature, Juneau, Alaska, said this legislation further
clarifies that a statute passed in 2003 intended to place a tax
on vehicles rented by tourists visiting the state so that they
woul d share in the cost of wear and tear their driving inflicts
on Alaska's roads. It was quite clear that the tax was intended
to be inposed on the tourism industry and visitors from out of
state. However, this did not prevent unintended consequences
f rom happeni ng.

He explained that over the years, the statute had been further

clarified by exenpting taxi cabs, notorcycles and U Hauls rental
trucks. And in 2013, a full decade after the origina
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| egi sl ation was passed, the Departnent of Revenue (DOR) began
attenpting to retroactively apply an overzeal ous and m sgui ded
interpretation of the statute to the rentals or |eases of
i ndustry vehicles and equi pnent for transactions not related to
tourismin any way.

This interpretation affected Al askan businesses that were doing
business with one another in industries like mning, forestry,
oil and gas, and construction, and whose vehicles operated
primarily on non-state maintai ned roads and areas.

MR. WOLFE said that Chris Knauss, former |egislative staffer who
worked on the original legislation in 2003, states in a letter
in their packets, that the intent was for this tax to be applied
to conpanies like Avis, Hertz, A anp, and Dollar rental car
conpani es.

He explained that SB 66 reduces the length of an exenpt renta
for passenger vehicles from 90 to 28 days while maintaining the
90-day period for recreational vehicles such as notor hones. It
al so further defines the types of vehicles that will be exenpt
fromthe tax as well as those that will not. Passing SB 66 wl |
prevent these conpanies from m sguided and overzeal ous taxation
and nore explicitly define the law in accordance with the intent
of the original |egislation.

1:05: 00 PM
SENATOR BI SHOP j oined the comm ttee.

1:06: 22 PM
CHAIR M CClI CHE, finding no questions, opened public testinony.

1: 06: 32 PM

RANDY JOHNSON, owner, Tyler Rentals, Inc., Ketchikan, Al aska,
supported SB 66. He said Tyler Rental had been in business for
36 years and they operate from five locations in Southeast
Al aska and enploy nore than 50 Al askans. Their core business is
focused on renting tools and equipnent to the construction,
m ning, and tinber industries. Although a majority of their hone
busi ness consists of construction equipnment, they rent pickups
to support contractors' needs throughout Southeast Al aska. A
| arge percentage of them are for the long term and support
renmote mining operations such as Kensington and G eens Creek
m nes, which are not on the highway system

Just last year they becanme aware of the rental vehicle tax from
anot her Al aska-based equipnent rental conpany. They did sone
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investigation and learned that the intent was not to apply this
tax to their type of rental activity. For instance, the majority
of their business is providing equipnent and pickup rentals to
construction and resource extraction conpanies versus tourism
They believe the CS goes a long way to better defining the
application of this tax.

1: 09: 12 PM

JOHN COOK, Chief Financial Oficer (CFO, Airport Equipnent
Rental s, Inc., Fairbanks, Al aska, supported CSSB 66 ( ). He said
they are one of the Ilargest equipnent rental and |easing
conpanies in Alaska, but incidental to that they rent vehicles
to support oil field services and construction on the North
Sl ope and to construction conpanies primarily working on civi
projects for the Departnent of Transportation and Public
Facilities (DOTPF) throughout Al aska. Although it doesn't take
care of everything, this CS takes care of a lot of anbiguities
t hat exi st today.

1:10: 55 PM

KATHRYN THOVAS, Director, Conmunity Relations and Business
Devel opnent, Al aska Pacific Leasing, Kenai, Al aska, supported SB
66. She said Alaska Pacific Leasing is a fam|ly-owned conpany
that is actively managed by third and fourth generation
Al askans. For over 30 years it has supplied Alaska's
construction, oil, gas, m ni ng, engi neering and resource
devel opnment industries with vehicles and equi prent.

She said many |easing businesses have operated for years
provi ding vehicles under a long term | ease period of 90 days or
nore and not collected the tax. The initial correspondence from
the Departnment of Revenue (DOR) in 2003/05 specifically
addressed car rental agencies and targeted passenger vehicle
rentals; it sinply defined that the vehicle rental tax is not
| evied on |l eased or rentals that exceed 90 days.

As the process of asking for legislation in 2015 was started

she said there was concern that once again only a snmall segnent
of the vehicle leasing issue was being fixed and perhaps they
should look a little further down the road. Wth that in mnd,
they also |ooked at defining "commercial, industrial and
resource devel opnent” for the tax rules as that is the essence
of Al aska businesses doing business wth other Al aska
busi nesses. She said would also like to see SB 66 nore clearly
define "comercial and construction use."
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The State of Alaska has an easily accessed |icensing process
whi ch can be used and applied for tax purposes and exenptions

"Commercial and industrial wuse" can be defined by a sinple
requi r enent to provide verification of a valid Al aska

occupational and professional |icense, which can be specified to
include which commercial businesses are applicable, such as
engi neers, land surveyors, construction contractors or if the

equi pnrent is used on a resource project, the end user nust be
licensed for the primary business of mning, which could then
include oil and gas operations on the North Slope and Cook
I nl et.

M5. THOMAS said that vehicle |leases and rentals in the state are
| ayered and varied and that devel opnent takes place in renote
areas during short construction seasons and in many cases are on
an as needed basis.

SB 66 still needs to clarify exenption of rentals from tax a
second tinme even if it has already been collected under an
initial rental agreenent. Vehicles may be billed on a daily rate
in comrercial construction and industrial work and there shoul d
be clear rules of tax and exenption for it. The tax rules should
also be clear for electrical contractors working for industry,
rural electric associations and telephone utilities that are
billing by day rates. In addition, engineers, geologists and
surveyors bill daily for pickup and crew trucks. Many renote
| ocations require the need to rent a truck from a support
contractor who has transported vehicles to renote |ocations. The
statute should be clarified to avoid nultiple instances of
taxation or double taxation for the sanme day.

1:15:43 PM
M5. THOVAS said it would also be helpful to the industry to use
a 20-day nonthly billing cycle for tax period increnents, as no

nmont h has just 30 days.

She said the original 2003 legislation |Iooked to gross vehicle
weight to define the size vehicles and set paranmeters for the
tax rules, but manufacturers are constantly redesigning vehicles
and the |easing conpanies customers respond to the cost of fue
by looking for nore efficiency and |ower costs. So, the gross
vehi cl e wei ght may not be the nost effective definition to use.

She pointed out that there is great concern that conpanies
contracting with industry wll receive no legislative relief by
continuing to ask for a reduction in the gross vehicle weight,
because of the fiscal note analysis for SB 66. The Departnent of
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Revenue (DOR) says they don't have enough detailed information
from vehicle rental contracts to determ ne how many rentals wll
meet the new exenption criteria. In the next |ine they say,
"However, based on limted vehicle tax data from audits, DOR
estimates that 10-15 percent of total vehicle rental contracts
may neet the new criteria and therefore, vehicle rental tax
revenues are estimted to decrease by $800 thousand to $1.2
million."

1:17: 34 PM

What isn't clear is that the referenced tax data is from the
audits the leasing industry has been protesting and is still
reviewing or if it is information from audits of conpanies that
normal ly work in the passenger vehicle arena of the airport-type
conpanies. Either way, it may be an apple to oranges conparison
and not a fair way to ask themto all make a decision on gross
vehi cl e wei ght.

M5. THOVAS said it is only fair that this fiscal note
information be clear, because the reduction in gross vehicle
wei ght was inportant to conpanies |easing in Southeast Al aska,
Sout hcentral and would accommobdate the Cook Inlet oil field. At
8,500 gross vehicle weight the North Slope is easily
accommuodat ed.

She said they understand the concern to see large SWVs, cargo
vans, recreational vehicles fairly taxed for passenger use and
tourismand it's difficult to define rules when sone of the sane
equi pnent is used for industrial and commercial applications.
That is why they encourage clearly defining "industrial and
comercial use" as it may prove nore definitive than gross
vehi cl e wei ght.

1:19: 20 PM
CHAIR M CCl CHE asked her if she conmunicated with the sponsor
about her issues.

MS. THOVAS answer ed no, but she woul d.

CHAIR MCCICHE renoved his objection and finding no further
obj ections, said CSSB 66( ), version |, was adopted. He held SB
66 in commttee and kept public testinony open.

1: 22: 33 PM

CHAIR M CCICHE adjourned the Senate Transportation Standing
Commttee neeting at 1:22 p.m
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