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A l a s k a  S t a t e  S e n a t o r  J a y  K e r t u l a  
P.O. B o x  1009 
P a l m e r ,  A l a s k a  9 9645

A t t e n t i o n :  B i l l  K e l d e r ,  E s q u i r e

R e : T R A C  v e h i c l e  l e a s i n g  in A l a s k a

D e a r  S e n a t o r  Kertula;

O u r  firm r e p r e s e n t s  b o t h  the A m e r i c a n  A u t o m o t i v e  L e a s i n g  
A s s o c i a t i o n  (AALA) a n d  t h e  E q u i p m e n t  L e a s i n g  A s s o c i a t i o n  of 
A m e r i c a  (ELA). I am  w r i t i n g  on  b e h a l f  of b o t h  A A L A  a n d  E L A  to 
a s k  y o u r  h e l p  in e n a c t i n g  A l a s k a  s t ate l e g i s l a t i o n  to s a f e g u a r d  
o u r  m e m b e r  c o m p a n i e s '  w i d e - s p r e a d  p r a c t i c e  of l e a s i n g  f l e e t s  of 
m o t o r  v e h i c l e s  to c o m m e r c i a l  b u s i n e s s  l e s s e e s  u n d e r  l e a s e  
a g r e e m e n t s  w i t h  t e r m i n a l  r e n t a l  a d j u s t m e n t  c l a u s e s  ( T RACs).

W h a t  we are s e e k i n g  is a s e p a r a t e  s t a n d - a l o n e  b i l l  on 
T R A C  v e h i c l e  i e a s i n g / a d d i n g  the f o l l o w i n g  n e w  s e c t i o n  2 8 . 1 0 . -  
375 to the A l a s k a  S t a t u t e s ,  T i t l e  28 (" M o t o r  V e h i c l e s”),
C h a p t e r  10 ( " V e h i c l e  R e g i s t r a t i o n  and T i t l e”), A r t i c l e  4 
( " F i l i n g  D F o c u m e n t s  E v i d e n c i n g  L i ens or Encumbrances'*):

S e c . 28. 1 0 . 3 7 5 .  T E R M I N A L  R E N T A L  A D J U S T M E N T  C L A U S E S : 
V E H I C L E  L E A S E S  T H A T  A R E  N O T  S A L E S  O R  S E C U R I T Y  I N T E R E S T S

In the c a s e  of m o t o r  v e h i c l e s  o r  t r a i l e r s ,  
n o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  o f  law, a t r a n s­
a c t i o n  do e s  n o t  c r e a t e  a sale or s e c u r i t y  i n t e r e s t  
m e r e l y  b e c a u s e  it p r o v i d e s  that the r e n t a l  p r i c e  is 
p e r m i t t e d  o r  r e q u i r e d  to be a d j u s t e d  u n d e r  the a g r e e m e n t  
e i t h e r  u p w a r d  o r  d o w n w a r d  by r e f e r e n c e  to the a m o u n t  
r e a l i z e d  u p o n  s a l e  or o t h e r  d i s p o s i t i o n  o f  the m o t o r  
v e h i c l e  or trailer.

T h e  o r i g i n ,  p u r p o s e s  a n d  e f f e c t  of this p r o v i s i o n  a r e  e x p l a i n e d  
in d e t a i l  in the e n c l o s u r e s .  S e e  N e w  D e v e l o p m e n t s ;  A r t i c l e  2A 
L e a s e s  of G o o ds, 1993 C o m m e r c i a l  L a w  A n n u a l  at  p p . 1 2 4 - 1 3 0  
( e n c l o s e d ) .  This is n o n - c o n t r o v e r s i a l ,  p u b l i c  i n t e r e s t  l e g i s l a­
t i o n  that, if e n a c t e d ,  w i l l  e n h a n c e  b o t h  i n t e r s t a t e  c o m m e r c e  
a n d  c o m m e r c e  w i t h i n  the S t a t e  of Alaska.
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T w e n t y  (20) j u r i s d i c t i o n s  h a v e  n o w  a d o p t e d  o u r  m o d e l  
T R A C / s t a t e  lav/ or its f u n c t i o n a l  e q u i v a l e n t :  A l a b a m a ,  D i s t r i c t  
of C o l u m b i a ,  F l o r i d a ,  I l l i n o i s ,  L o u i s i a n a ,  M i c h i g a n ,  M i n n e s o t a ,  
M i s s o u r i ,  N e w  J e r s e y ,  N e w  Y o r k ,  N o r t h  D a k o t a ,  O hio, O k l a h o m a ,  
O r e g o n ,  R h o d e  Island, T e x a s ,  V e r m o n t ,  V i r g i n i a ,  W a s h i n g t o n ,  and 
W i s c o n s i n .  We s i n c e r e l y  h o p e  A l a s k a  w i l l  f o l l o w  suit.

C u r  s p e c i f i c  r e q u e s t  is this: If y o u  a g r e e  w i t h  us that 
t h i s  is m e r i t o r i o u s  l e g i s l a t i o n ,  w o u l d  y o u  p r e - f i l e  a TRAC/-= 
s t a t e  l a w  b i l l  in 1993 for c o n s i d e r a t i o n  b y  t h e  A l a s k a  l e g i s l a­
tu r e  at the e a r l i e s t  p o s s i b l e  t i m e  in 1994?

T h a n k  you for c o n s i d e r i n g  c u r  v i e w s  o n  t h i s  i m p o r t a n t  
p u b l i c  i n t e r e s t  m e a s u r e .

Y o u r s  v e r y  truly,J  V r» • ~ v
E d w i n  E. H u d d l e s o n ,  III

E n c l o s u r e s

cc: (w. e n c l o s u r e s )

C h a i r m a n  Bi l l  H u d s o n
A l a s k a  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

Mr. J a m e s  L. C l o u d  
V i c e  P r e s i d e n t
N a t i o n a l  Bank of A l a s k a  Tel: (907) 2 6 5 - 2 8 1 6  

P.O. Bex 100 6 0 0  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

A r t h u r  H. P e t e r s e n ,  E s q u i r e  
O n e  S e a l a s k a  P l a z a  ( S u i t e  ■»202)

J u n e a u ,  A l a s k a  9 9 8 0 1
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Banl^Alasl^a. D i r e c t : ( 9 0 7 ) 2 6 5 - 2 0 7 8  
Fax: ( 9 0 7 ) 2 6 5 - 2 1 4 1

Corporate Headquarters P.O. Box 100500 Ancnorage. Alaska 99510-0600 (907) 276-1132
301 W . N o r t h e r n  L i g h t s  B l v d . , A n c h o r a g e ,  A K  9 9 5 0 3

October 2 1 ,1 9 9 3

Alaska State Senator Jay Kerttula 
P.O. Box 1009 
Palmer, AK 99645

A tten tion : Bill Kelder, Esquire 

Re: TRAC Vehicle Leasing in Alaska 

Dear Senator Kerttula:

I am w riting  you on behalf oe National Bank of A laska. Earlier th is year, the Alaska 
Legislature enacted a set of amendments to UCC 1-201 (37 ), sharpening the state 
law  d is tinc tion  between a "lease" and a "security  in te res t" in transactions involving 
equipment and motor vehicles. While this new law  is helpfu l in many s itua tions, it 
is s ilent about our long-standing business practice o f leasing flee ts of motor vehicles 
to  commercial business lessees under agreements w ith  term inal rental adjustment 
clauses (TRACs). We seek your help in enacting leg is lation tha t would c la rify  the 
sta tus o f TRAC motor vehicle leases as true leases under A laska state law .

Tw o national trade associations -- the American Au tom o tive  Leasing Associa tion 
(AALA) and the Equipment Leasing Association (ELA) -- w ro te  you earlier about the 
need for TRAC/state legislation in Alaska. We agree w ith  AALA and ELA.

W hat AALA , ELA and National Bank of Alaska are seeking is the enactment of 
legislation adding the fo llow ing new section 28 .1 0 .3 75  to  the Alaska S tatu tes:

Sec. 2 8 .10 .375 . TERMINAL RENTAL ADJUSTMENT CLAUSES. VEHICLE 
LEASES THAT ARE NOT SALES OR SECURITY INTERESTS.

In the case of motor vehicles or trailers, no tw iths tand ing  any other provision 
o f law , a transaction does not create a sale or security interest merely 
because it provides tha t the rental price is perm itted or required to be 
adjusted under the agreement either upward or downw ard by reference to 
the amount realized upon sale or other d isposition of the motor vehicle or 
tra iler.

This is non-controversia l, public in te re s t. agislation th a t w ill I alp put TRAC vehicle 
leases on a level playing fie ld w ith  other kinds of leases fo r sta te law and 
bankruptcy law  purposes. If enacted in A laska, th is  legislation w ill trea t TRAC 
vehicle leases like all other leases, w ith  the result th a t TRAC vehicle lessors’ risks 
and costs w ill be lowered, lessees' rental rates ■ ill be reduced, and both in tersta te 
commerce and commerce w ith in  the sta te of A laska w ill be fac ilita ted .



S e n a t o r  J a y  K e r t tu la  
O c t o b e r  2 1 ,  1 9 9 3  
P a g e  2

T h a n k  y o u  v e r y  m u c h  fo r  y o u r  c o n s id e r a t io n .  I lo o k  f o r w a r d  to  y o u r  e a r l ie s t  
fa v o r a b le  r e s p o n s e .

S in c e r e ly  7)
WA%iONAL/BAfaK OF ALASKA



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(007) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

130 Seward Street, Suite 409 
Juneau. Alaska 99801-2105

M E M O R A N D U M January 20, 1994
SU B JE C T : Sectional Summary of SB 227 (Work Order No. 8-LS1332\A)TO: Senator Jalmar Kerttula Attn: CarolFRO M : Theresa L. Bannister Legislative Counsel
You have requested a sectional summary of the above-described bill.As a preliminary matter, note that a sectional summary of a bill should not b~ considered an authoritative interpretation of the bill and the bill itself is the best statement of its contents.Section 1. Prevents certain motor vehicle and trailer transactions from being considered sales or security interests just because they provide that the rental price is permitted or required to be adjusted by reference to the amount realized from the sale or other disposition of the motor vehicle or trailer.Section 2. States that sec. 1 doesn’t apply to transactions that are entered into before the effective date of the Act.

TLB:gc94-043.glc



SPONSOR STATEMENT S.B. 227

TERMINAL RENTAL ADJUSTMENT CLAUSES 

FOR MOTOR VEHICLES AND TRAILERS

SENATOR JAY KERTTULA

S. B. 227 would clarify in law the status of leases when they 
include a terminal rental adjustment clause. A terminal rental 
adjustment clause (TRAC) is frequently included in commercial 
leases of a fleet of cars. It provides for an increase or decrease in 
the cost of the lease depending on the value of the vehicles at the 
end of the lease. If the vehicle has been well maintained then the 
cost to the lessee will be less. If the vehicle has had more than 
reasonable wear and tear, the lessee will pay more. The TRAC is in 
the lease not only to protect the value of the assets but to reduce 
the cost to the lessee based on the condition of the vehicle.

This new section in the motor vehicle laws would make 
explicit that a TRAC does not in and of itself affect the nature of a 
lease. The leases can still' be true leases.

This is important especially in bankruptcy cases where the 
lessor of a true lease is able to recover the vehicles or payment 
from the lessee without fear of the court tying-up the assets.

If there was a question as to whether the lessee had a 
proprietary interest in the asset, then the court could prevent the 
lessor from recovering the vehicles immediately or could sell the 
vehicles to pay other debts.

Consequently, inclusion in law of this section would make 
clear the impact of a TRAC on a lease and simplify proceedings as to 
TRACs in bankruptcy court.
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S T A T E  O F A L A S K A  1994 L E G IS L A T IV E  S E SS IO N
FISCAL NOTE

B I L L
FEB 2 7 7994

N o . : S B  2 2 7

R ev is ion  Date : 
T id e :

S p o n s o r
R equesto r

V eh ic le  Lease Term ina l Ren ta l Adjustm ent
Department A ffected: 

B R U :

Kerttu la Com ponent: 
C o m p o n e n t  S e r i a l  N u m b e r :

D O T & P F
S T W  Adm in istra tive Services

State Equ ipm ent F le e t 
ft 5 3 9

E X P E N D IT U R E S / R E V E N U E S :  (Thousands o f  D o lla rs )
O P E R A T IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0
PERSONAL SERV ICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
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F U N D IN G :  (Thousands o f  D o lla rs )
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1004 G F 0 0 0 0 0 0
1005 G F /PRO G RAM  RECE IPTS 0 0 0 0 0 0
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OTHER 0 0 0 0 0 0
T O T A L  F U N D IN G : 0 0 0 0 0 0
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TEM PORARY 0 0 0 0 0 0

Estim ate o f  curren t yea r (F Y S 4 ) impact: £_

A N A L Y S IS :  (A t t a c h  a s e p a ra te  p age  i f  n e c e s s a ry )

N o  financ ia l :mpact to  the state's equipment flee t is ancticipatcd as a  re su lt o f  this leg is la tion .

Prepared by: K en  L a n p c l. M anager 

D iv is io n : S ta te  E qu ipm en t F le e t

A pp roved  by C om m is s io n e r , . . .  . ,_______ , .liA . Campbell ^  /
Agency: D epartm en t o f  T ransportation and Pub lic  Fac ilities

Phone : 2 6 6 -2 4 6 1

Date: Feb rua ry  1 6 ,1 9 9 3

Phone : 4 6 5 -3 9 0 1

Date: Feb rua ry  17 , 19 94

P R E P A R E R  TO  PR O V ID E  A LL  D IST R IB U TIO N  C O PIE S  T O  G O V E R N O R ’S L E G IS L A T IV E  O FFIC E  
For fu rther d istribution In fo rm a tio n call the G o vern or 's  Legislative Office
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