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'HAY-08-2003 THU 11:42 AH KETCHIKAN LIO FAX NO, 2258546 P. 02

May 8th, 2003

My family has owned and operated Alaska Car Rental for nearly 25 years. During this 
span o f time, we have developed a consistent business relationship with people in 
Ketchikan and people from Metlakatla, Prince o f  Whales Island, and other Southeast 
Alaska communities. Our business provides affordable transportation for doctor’s visits, 
vehicle replacement, shopping, family activity, etc. Twelve months a year, people o f  
these communities use our service. HB 271, the 10% state auto rental tax, stands to tear 
our business apart.

The senate finance committees estimate that 80% o f  the tax would be paid by visitors is a 
negligent exaggeration. It is completely irresponsible for legislatures to publicize such 
estimates without first surveying car rental agencies. Over 70% o f Alaska Car Rentals 
annual revenue is derived from business travel, and local use. Close to 75% o f all clients 
reside within the state o f  Alaska. It stands to reason that similar percentages apply to 
agencies with our type o f clientele.

Please don’t overlook the many Alaska residents who stand to suffer i f  this b ill is passed. 
Business travelers and the greater Ketchikan area have relied on our affordable 
transportation for years and without question our revenue will be impacted. Combine HB 
271 (10%  tax) with Ketchikan's current 5.5% city sales tax, and a 8% airport concession 
fee*, and prospective rental clients will have to consider whether a 23.5% tax on top o f  
rental fees is economical transportation. This tax turns a $40/day rental into a $50/day 
charge, or simply put death to our business. Seven full-time employees, 4 with families, 
stand to lose their jobs.

Taxing small business out o f  business is not the answer to Alaska’ s fiscal problems. I ’m 
extremely disturbed by this bill, and ask for you to vote against it.

Thank you for your time,

ToddRanniger 
Alaska Car Rental 
2828 Tongass Avenue 
Ketchikan, AK 99901 
907-225-5000

* 10% airport concession fee: New occupancy lease, scheduled to be enforced when a 
particular phase o f  airport remodeling is completed (late summer, 2003).



Subject:
Date: Thu, 8 May 2003 10:59:26 -0800 

F rom : "Andrew Halcro" <ahalcro@avisalaska.com>
To: "Representative Norman Rokeberg" <representative_norman_rokeberg@iegis.state.ak.us> 
CC : <Senator_Ben_Stcvens@Iegis.statc.ak.us>

D e a r  N o rm ,

I h a v e  p r e p a r e d  w h a t  I b e l i e v e  a r e  t h e  m o s t  s a l i e n t  p o in t s  a b o u t  t h e  s u b s t a n t i a l  c o n t r ib u t io n  t h a t  c a r  re n ta l  
c u s t o m e r s  c u r r e n t ly  p a y  to  t h e  S t a t e  o f  A la s k a  a s  well a s  s o m e  im p o r t a n t  p o in t s  a b o u t  t h e  s t a t u s  o f  o u r  in d u s t ry .

•  In 2 0 0 2 ,  c a r  r e n ta l  c u s t o m e r s  p a id  $ 3 .7  million in d i r e c t  t a x e s  to  t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a t  t h e  

A n c h o r a g e  In t e rn a t io n a l  Airport.

•  In 2 0 0 2 ,  c a r  r e n t a l  c u s t o m e r s  p a id  o v e r  $ 7 2 0 , 0 0 0  in d i re c t  t a x e s  to  th e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  in 

F a i r b a n k s .

•  In 2 0 0 2 ,  c a r  r e n t a l  c o m p a n i e s  p a id  a n  e s t i m a t e d  $ 1 . 5  million d o l l a r s  in D M V  f e e s

•  In 2 0 0 2 ,  c a r  r e n ta l  c o m p a n i e s  a n d  c u s t o m e r s  in A n c h o r a g e  a l o n e  c o n t r ib u t e d  a n  e s t i m a t e d  $ 6 0 0 , 0 0 0  in 

s t a t e  g a s o l i n e  t a x e s

•  A 1 0 %  s t a t e w i d e  ta x  w o u ld  m e a n  in A n c h o r a g e ,  c a r  re n ta l  c u s t o m e r s  w o u ld  p a y  2 9 %  in s t a t e  a n d  local 

t a x e s .

•  A  1 0 %  s t a t e w i d e  tax  w o u ld  m e a n  c a r  re n ta l  c u s t o m e r s  w o u ld  p a y  1 9 %  in S i tk a ,  2 0 %  in F a i r b a n k s ,  2 6 %  in 
J u n e a ^ ,  2 6 %  in K e n a i ,  1 6 %  in P e t e r s b u r g ,  1 4 %  in S k a g w a y .

T h e  in d u s try :

•  V is i to rs  t h a t  t r a v e l  to  A la s k a  v ia  d o m e s t i c  a i r l in e s  a r e  sh r in k in g .  (T h is  is o u r  c u s t o m e r  b a s e )

•  In 1 9 9 7 ,  o v e r  2 , 1 4 0 , 0 0 0  d e p l a n e d  a t  t h e  A n c h o r a g e  Airport.

•  In 2 0 0 2 ,  th a t  n u m b e r  w a s  2 , 2 4 6 , 0 0 0  w h ic h  m e a n s  t h e  m a r k e t  g r e w  on ly  4 %  in t h e  l a s t  s ix  y e a r s

•  In 1 9 9 7 ,  o v e r  4 1 4 , 0 0 0  p e o p l e  d e p l a n e d  a t  t h e  F a i r b a n k s  A irpor t

•  In 2 0 0 2 ,  t h a t  n u m b e r  w a s  4 1 6 , 0 0 0  w h ic h  m e a n s  traffic i n c r e a s e d  l e s s  t h a n  1 %  in s ix  y e a r s .

•  In K e n a i ,  d e p l a n e m e n t s  w e r e  d o w n  1 2 %  in 2 0 0 2  a n d  a r e  d o w n  2 1 %  y e a r  to  d a t e .

S o  it 's c l e a r  t h a t  o u r  c u s t o m e r  b a s e  h a s  n o t  g ro w n  in th e  l a s t  s ix  y e a r s  a n d  th a t  is  d ire c t ly  d u e  to  a  s t ru g g l in g  
s t a t e w i d e  e c o n o m y  a n d  a  l a c k  o f  i n v e s t m e n t  in to u r i s m  m a r k e t in g .  S o  th e  a n s w e r  is i m p o s e  a  1 0 %  t a x ?

What about our neighbors the cruise industry?

W hile  d e p l a n i n g  traffic h a s  b e e n  a n e m i c  t h e  l a s t  s ix  y e a r s ,  t h e  a m o u n t  o f  v is i to rs  t r a v e l in g  to  A la s k a  o n  c r u i s e  
s h i p s  h a s  i n c r e a s e d  8 2 % .  A c c o rd in g  to  th e  ATIA, o v e r  3 9 0 , 0 0 0  t r a v e l e r s  in 1 9 9 7  c a m e  to  A la s k a  v ia  c r u i s e  s h i p s .  
In 2 0 0 2 ,  th a t  n u m b e r  w a s  7 1 0 ,0 0 0 .

B ut t h e n  a g a in ,  y o u  a n d  I b o th  k n o w  th a t  t h e  r e a s o n  th e  c r u i s e  s h ip  in d u s t ry  h a s  e s c a p e d  ta x a t io n  for s o  lo ng  is 
b e c a u s e  lo b b y is t  like J o e  H a y e s  h a v e  b e e n  a b l e  to  e x e r c i s e  the ir  political c lo u t  w ith  R e p u b l i c a n s  w h o  a r e  h u n g r y  
for  r e - e le c t io n  s u p p o r t .

A s  fa r  a s  I'm c o n c e r n e d ,  th i s  un fa i r  t a r g e t i n g  o f  m y  in d u s t ry  n e e d s  to  s t o p  n o w .

If y o u  a n d  y o u r  c o l l e a g u e s  a r e  truly lo o k in g  fo r  a  so lu t io n  to  t h e  f isca l  g a p  I w o u ld  s u g g e s t  y o u  m u s t e r  t h e  c o u r a g e  
to p u t  fo r th  a  p la n  t h a t  will n o t  on ly  s o l v e  t h e  fisca l  g a p  b u t  g r o w  th e  e c o n o m y .
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H o w e v e r ,  lev y ing  o n e  o f  t h e  h i g h e s t  t a x e s  o f  its k ind , (O n ly  M a r y la n d  a t  1 1 . 5 %  will b e  h ig h e r )  o n  a n  in d u s t r y  t h a t  is 
a l r e a d y  c o n t r ib u t in g  s ig n if ican tly  to  t h e  S t a t e  is n o t  t h e  w a y  to  a c c o m p l i s h  th a t .

If y o u  h o n e s t l y  fe e l  m y  c u s t o m e r s  s h o u l d  b e  c o n t r ib u t in g  m o r e ,  a t  l e a s t  b e  fa ir  a n d  g e t  a  c o n t r ib u t io n  for  t h o s e  w h o  
s t a y  a t  h o te l s ,  a r r iv e  o n  c r u i s e  s h i p s ,  e a t  a t  r e s t a u r a n t s  a n d  r id e  in tax i c a b s .

E v e n  th e  s p o n s o r  o f  t h e  bill is o n  r e c o r d  o p p o s i n g  a  c r u i s e  s h ip  h e a d  ta x  b e c a u s e  it u n fa i r ly  s i n g l e s  o u t  a n  
in d u s t ry .  H o w  a b o u t  a s k i n g  h im  to  r e c o n c i l e  t h a t  s t a t e m e n t  w ith  a  1 0 %  tax  o n  th e  c a r  r e n t a l  in d u s t r y ?

A c c o rd in g  to  t h e  s p o n s o r ,  8 0 %  o f  t h e  c a r  re n ta l  t a x  is g o in g  to  b e  p a id  for by  tou r is t .  W o u ld n ' t  a  c r u i s e  s h ip  h e a d  
ta x  b e  p a id  fo r  1 0 0 %  b y  to u r i s t ?

Y o u 'r e  t h e  C h a i r m a n ,  y o u  h a v e  th e  ability  to  d e t e r m i n e  t h e  d i r e c t io n  o f  th is  bill a n d  I w o u ld  h o p e  t h a t  y o u  e x e r c i s e  
g o o d  s o u n d  e c o n o m i c  j u d g m e n t  b e f o r e  y o u  a l lo w  th is  bill to  g o  to  t h e  floor.

A n d  if y o u ' r e  w o r r ie d  a b o u t  political p r e s s u r e  f ro m  2 7  o t h e r  R e p u b l i c a n s ,  j u s t  r e m e m b e r  t h a t  n o n e  o f  t h e m  live h  
y o u r  d is tr ic t.

T h e  m o r e  I th ink  a b o u t  th is  bill a n d  th e  w a y  it h a s  b e e n  h a n d l e d  t h e  m o r e  a n g r y  I g e t .

T h a n k s  fo r  y o u r  t im e .

A n d r e w  H a lc ro  
P r e s i d e n t / C E O  
A v is  R e n t  A  C a r  o f  A la s k a  
(9 0 7 )  2 4 9 - 8 2 3 7

a h a l c r o @ a v i s a l a s k a . c o m
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F I S C A L  N O T E

STATE OF ALASKA
2003 LEG ISLATIVE SESSION

R e v is io n  D a te /T im e  (N o te  if c o r re c tio n ) :  
Title P a s s e n g e r  V ehicle R en ta l T ax

Fiscal Note Number: _1_
Bill Version:
(H) Publish Date: 4/24/03

C SH B  271(W&M)

D ept. A ffected: R e v en u e
; b r u

C o m p o n en t T ax Division
R e v e n u e  O p era tio n s

S p o n so r
R e q u e s te r

R e p re se n ta tiv e  Kott
H o u se  W ay s a n d  M e a n s  C om m ittee

Expenditures/Revenues

C om p o n en t No. 

( T h o u s a n d s  o f  D o lla rs )

2 4 7 6

N ote: A m ounts do  n o t include  inflation u n le s s  o th erw ise  n o ted  below.
O PER A TIN G  EX PEN D ITU R ES FY 2 0 0 4 FY 2 0 0 5 FY 2006 FY 2 0 0 7 FY 2008 FY 20 0 9

P e rso n a l S e rv ice s 55 .0 55 .0 5 5 .0 5 5 .0 55 .0 55 .0

Travel 5.0 2 .0 2.0 2 .0 2.0 2 .0

C ontractual 2 5 .0 12.0 12.0 12 .0 12.0 12.0

S u p p lies 3.0 1.0 1.0 1.0 1.0 1.0

E quipm ent 8.5
L and & S tru c tu re s
G ran ts  & C laim s
M isce llaneous

TOTAL O PER A TIN G 96.5 70 .0 70.0 7 0 .0 70.0 70 .0

CAPITAL EX PEN D ITU RES I |

CHANGE IN REV EN U ES ( ) I 5 ,0 0 0 .0  | 7 ,5 0 0 .0 7 ,5 0 0 .0 7 ,5 0 0 .0 7 ,5 0 0 .0 7 ,500 .0

FUND SO U R C E_____________________________________________________(T h o u sa n d s  of Dollars)
1002  F ed era l R e ce ip ts
1003 G F M atch
1004 GF
1005 G F /P rogram  R ece ip ts  
1037 G F/M ental H ealth
O th e r (Specify Type-Do not abbreviate)

96 .5 7 0 .0 70 .0 7 0 .0 70 .0 7 0 .0

TOTAL 96 .5 70 .0 70 .0 7 0 .0 70 .0 7 0 .0

E s tim a te  o f  a n y  c u r r e n t  y e a r  (FY 2003) c o s t :  0 .0
Ma>K th is  b o x  (X) if fu n d in g  fo r  th is  b ill i s  in c lu d e d  in th e  G o v e rn o r 's  FY 2 0 0 4  b u d g e t  p ro p o s a l :  |

PO SITIO N S
Full-time 1 1 1 1 1 1
P art-tim e
T em porary

ANALYSIS: (Attach a separate page if necessary)

S e e  a t t a c h e d  p a g e s  for d is c u s s io n  of this legislation, a n d  th e  r e v e n u e  e s t im a te  a n d  o p e ra t in g  c o s t s .

P re p a re d  by: 
Division

A pproved  by: 
A gen cy

Larry Persily . D eputy  C o m m iss io n e r P h o n e  4 6 5 -5 4 6 9
D ep artm en t o f R e v e n u e D ate/T im e 4 /1 6 /0 3  7 :46  PM

Larry Persily . D eputy  C o m m iss io n er D a te  4 /1 6 /2 0 0 3
Department of Revenue

(Rovisod 9/2002 OMB) Page 1 of _4___



CSHB 271 (W&M) - Passenger Vehicle Rental Tax 
Department of Revenue - April 16, 2003

FN #1, Page 2 of 4

SECTIONAL ANALYSIS

Section 1 amends AS 43 by adding a new chapter establishing a passenger vehicle 
rental tax.

AS 43.52.010 imposes a tax on the lease or rental of a passenger vehicle, but not on 
commercial vehicles. Leases or rentals on passenger vehicles that exceed 90 
consecutive days also would be exempt.

A commercial motor vehicle is defined in state statute as a motor vehicle with a gross 
weight rating exceeding 26,000 pounds, or a motor vehicle that is designed to transport 
more than 15 passengers including the driver, or is used to transport hazardous 
materials under the Hazardous Materials Transportation Act, or a combination of a 
motor vehicle and at least one other vehicle that is used on a highway or vehicular way 
to transport passengers or property.

The bill could be understood in this section to require that the passenger vehicle be 
manufactured in Alaska. We certainly would interpret the words “made in this state" on 
Lines 7 and 8 of Page 1 to refer back to “charge" rather than to the immediately 
preceding word "vehicle.” However, to make it clear, we would suggest an amendment 
to read:

"There is imposed an excise tax on the [CHARGE FOR THE] lease or rental of a 
passenger vehicle [MADE] in this state if the lease or rental [OF THE PASSENGER 
VEHICLE] does not exceed a period of 90 consecutive days.

AS 43.52.020 provides that the tax is 15% of the amount charged for the lease or rental 
of the passenger vehicle. We interpret the “amount charged" to refer to the agreed 
base rental rate to be charged (daily rate plus mileage charges), which would exclude 
discounts and municipal and other taxes and fees

AS 43.52.030 imposes the tax on the lessor, and the tax must be remitted as required 
by the department in regulation. The department anticipates it will require the filing of 
quarterly returns due on the last day of the month following each quarter, with payment 
in full due with the returns.

AS 43.52.040 provides that the tax applies to leases and rentals in the state without 
regard to whether the passenger vehicle is registered or licensed in the state.

AS 43.52.050 provides that the tax is in addition to municipal taxes on passenger 
vehicle rentals.



CSHB 271(W&M) - Passenger Vehicle Rental Tax 
Department of Revenue - April 16, 2003

FN #1, Page 3 of 4

AS 43.52.060 gives the department the authority to adopt regulations to administer the 
tax and requires the money to be deposited into a special account in the General Fund. 
The Legislature may appropriate the money for tourism development and marketing.

AS 43.52.099 defines the term "passenger vehicle" and “tax".

Section 2 provides that the Department may adopt regulations to implement this Act.

Section 3 makes section 2 effective immediately.

Section 4 provides that the actual tax would start July i . 2003.

OVERALL ANALYSIS

This legislation would impose a 15% tax on the rental of motor vehicles, predominantly 
passenger cars and trucks, but also motorcycles. Trucks that do not fall within the 
commen al vehicle classification would be subject to the tax. This would likely include 
some of the smaller trucks leased by self-service moving companies.

The tax would apply to recreational vehicles. The department interprets the legislation 
to apply to RV’s because most RV’s would not be classified as commercial motor 
vehicles unless they had a gross vehicle weight rating (GVWR) exceeding 26,000 
pounds or were designed to carry more than 15 passengers. The GVWR is the weight 
specified by the manufacturer as the maximum weight that the chassis is designed to 
handle. While there are higher-end RV's that easily exceed the 26,000-pound GVWR 
threshold, we would not expect those RV’s to be used in a rental business.

The department also interprets the legislation not to apply to the rental of "Fifth Wheels" 
or “Tagalongs” or similar vehicles that are trailed or towed behind a motor vehicle. 
Under the bill, a passenger vehicle is a motor vehicle and a motor vehicle is a self- 
propelled vehicle.

Passenger vehicles leased for more than 90 consecutive days are exempt from the tax. 
This would exclude passenger cars leased by individuals and businesses for long-term 
use as an alternative to the purchase of a vehicle. The department, however, interprets 
the bill to require that the rental must actually run for 91 consecutive days to be exempt. 
A long-term lease that is cancelled, for example, after 45 days would result in the 
application of the tax to the rental.



CSHB 271(W&M) - Passenger Vehicle Rental Tax 
Department of Revenue - April 16, 2003

FN #1, Page 4 of 4

OPERATING EXPENDITURES

The Department of Revenue (DOR) anticipates additional costs for administering the 
provisions of this bill. There are more than 100 businesses that rent out cars and RV’s 
across Alaska. We envision that this tax would be paid quarterly, which would mean 
between 400 and 500 tax returns during the year, of which several might involve 
questions, audits or additional work, and perhaps enforcement and collection efforts.

The Department expects it will need the equivalent of one full-time employee to handle 
the accounting and collections, taxpayer service and compliance work associated with 
this tax. In addition, we would expect to conduct taxpayer outreach and education 
efforts to help start this new program.

In addition to the outreach and education effort, the Department would need to move 
quickly to set up this new tax program for July 1, 2003, and would use the additional 
contractual funds requested in Fiscal 2004 to pay for setting up a computer program for 
tracking payments.

REVENUE ESTIMATE

The Department estimates the passenger car rental business in Alaska totals about $50 
million per year. Therefore, each 1% tax on rentals would raise approximately $500,000 
per year, and the 15% tax in this legislation would raise an estimated $7.5 million per 
year for the state. The revenue in the first year of the program, Fiscal 2004, is 
estimated at $5 million because the state would receive just three quarterly tax 
payments in the first year, and would miss out on the start of the tourism season in May 
and June 2003.

For comparison purposes, Anchorage imposes an 8% tax on vehicle rentals, with 
Cordova at 6% and Yakutat at 4%.



F I S C A L  N O T E

STATE OF ALASKA
2003 LEG ISLATIVE SESSION

R e v is io n  D a te /T im e  (N o te  if c o r re c tio n ) :  
Title P a s s e n g e r  V ehicle  R ental T ax

Fiscal Note Number:
Bill Version:
(H) Publish Date:

C SH B  271(FIN )
5 /7 /03

D ept. A ffected: R e v e n u e
B̂RU
C o m p o n en t T ax Division

R e v e n u e  O p e ra tio n s

S p o n s o r
R e q u e s te r

R e p re se n ta tiv e  Kott
H o u se  F in a n ce  C om m ittee

E x p e n d i t u r e s / R e v e n u e s

Component No. 

(T h o u s a n d s  o f  Dollars)

24 7 6

N ote: A m oun ts d o  n o t in clu d e  inflation u n le s s  o th e rw ise  n o ted  below .
O PER A TIN G  EX PEN D ITU R ES FY 2004 FY 2 0 0 5 FY 200 6 FY 2 0 0 7 FY 2008 FY 200 9

P e rso n a l S e rv ice s 55 .0 5 5 .0 5 5 .0 5 5 .0 5 5 .0 5 5 .0

T ravel 5.0 2 .0 2 .0 2 .0 2 .0 2 .0

C o n trac tu al 25 .0 12.0 12.0 12 .0 12.0 12.0

S u p p lies 3.0 1.0 1.0 1.0 1.0 1.0

E q u ipm en t 8.5
L and  & S tru c tu re s
G ra n ts  & C laim s
M isce llan eo u s

TOTAL O PER A TIN G 96.5 7 0 .0 70 .0 7 0 .0 70.0 7 0 .0

I CAPITA L EX PEN D ITU R ES

CH A N G E IN R EV EN U ES ( ) 4 ,0 0 0 .0 6 ,0 0 0 .0 6 ,0 0 0 .0 6 ,0 0 0 .0 6 ,0 0 0 .0 6 ,0 0 0 .0  |

FUND SO U R C E (T h o u sa n d s  o f D ollars)
100 2  F e d e ra l R e ce ip ts
1 0 0 3  G F M atch
1004  G F 96.5 7 0 .0 70 .0 7 0 .0 70 .0 7 0 .0

100 5  G F /P rogram  R e ce ip ts
10 3 7  G F/M ental H ealth
O th e r (Specify Type-Do not abbreviate)

TOTAL 96 .5 7 0 .0 70 .0 7 0 .0 7 0 .0 70 .0

E s tim a te  o f  a n y  c u r r e n t  y e a r  (FY 2003) c o s t : 0 .0
M ark  th is  b o x  (X) if fu n d in q  fo r  t h is  bill is  in c lu d e d  In th e  G o v e rn o r ’s  FY 2 0 0 4  b u d g e t  p r o p o s a l :

PO SIT IO N S
Full-tim e 1 1 1 1 1 1

Part-tim e
T em p o rary

A N A LY S IS : (A ttach a  sep a ra te  p ag e  i f  n ocessa ry )
T his legislation  w ould im p o se  a  10%  s ta te  tax  on  the  ren ta l or le a s e  of p a s s e n g e r  v eh ic les , a n d  a  3%  s ta te  tax  on th e  
le a s e  o r ren ta l of rec rea tio n a l veh ic les . T h e  new  tax e s  w ould ta k e  effect Ju ly  1, 2 0 0 3 . C o m m erc ia l v eh ic les  a n d  farm  
eq u ip m en t w ould b e  ex em p t, a s  w ould e m e rg en c y  an d  firefighting v eh ic les  an d  all re n ta ls  by  s ta te ,  fed era l a n d  local 
g o v e rn m e n t e m p lo y e e s  on  official b u s in e ss . V eh icles le a s e d  for m ore  th a n  90 c o n se c u tiv e  d a y s  a ls o  w ould be  
ex em p t from  th e  tax.

T h e  definition of re c re a tio n  v e h ic le s  in th is legislation  in c lu d es traditional R V s p lu s c a m p e rs ,  c a m p e r  trailers, and  
p ickup  tru ck s with c a m p e r  u n its  m o u n ted  on th e  bed.

S e e  a tta c h e d  p a g e  fo r th e  re v e n u e  e s tim a te  a n d  o p e ra tin g  co sts .

P re p a re d  by: 
Division

A pproved  by: 
A gen cy

Larry Persily , D eputy  C o m m iss io n e r P h o n e  4 6 5 -5 4 6 9
D ep artm en t o f R e v e n u e D ate /T im e  5 /6 /0 3  5 :19  PM

Larry Persily , D eputy  C o m m iss io n e r D a te  5 /6 /2003
D ep artm en t o f R e v e n u e

(Rovisod 9/2002 OMB) Page 1 of _2.



CSHB271 (FIN) - Passenger Vehicle Rental Tax 
Department of Revenue -  May 6, 2003 

Page 2 of 2 -FN #2

OPERATING EXPENDITURES

The Department of Revenue anticipates additional costs for administering the provisions of 
this bill. There are more than 100 businesses that rent out cars and RV's across Alaska. 
We envision that this tax would be paid quarterly, which would mean between 400 and 500 
tax returns during the year, of which several might involve questions, audits or additional 
work, and perhaps enforcement and collection efforts.

The Department expects it will need the equivalent of one full-time employee to handle the 
accounting and collections, taxpayer service and compliance work associated with this tax. 
In addition, we would expect to conduct taxpayer outreach and education efforts to help 
start this new program.

In addition to the outreach and education effort, the Department would need to move 
quickly to set up this new tax for July 1,2003, and would use the additional contractual 
funds requested in Fiscal 2004 to pay for a computer program for tracking payments.

REVENUE ESTIMATE

The Department estimates the combination of a 10% passenger vehicle tax and a 3% RV 
tax would raise approximately $6 million a year in additional revenue to the state. The 
revenue in the first year of the program, Fiscal 2004, is estimated at $4 million because the 
state would receive just three quarterly tax payments in the first year, and would miss out on 
the start of the tourism season in May and June 2003.

Page 2 of 2



Alaska State Legislature
Session: (Jan-Max)
State Capitol. Room 208 
Juneau. AK 99801-1182 
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716 West 4th Avenue. Suite OHO 

Anchorage. A K  9951'I - 2 135 
(9 0 7 1 269-0155 

(9 07 )2 69 -0 154  Fa\

Pete Kott
Speaker of the House

Sponsor Statement 
for

CS for House B ill 271 (FIN)

“An Act levying and  providing fo r  the collection and  administration o f  an excise tax on 
rental o f  passenger and recreational vehicles usable on highways and vehicular ways; 
and providing fo r  an effective date.’>

The travel industry is the second largest private-sec tor industry in Alaska. There were 1.6 
million visitors to the state in 2002 -  two visitors for every resident. More Americans are 
choosing to spend their vacations in the United States since September 11, 2001, when 
international travel became more uncertain. A laska’s distance from the lower 48 states 
makes it an interesting destination and adventure; Alaska’s geographic size, small 
population, and natural attractions contribute to a feeling of security for tourists.

The majority of visitors to Alaska come by cruise ship or domestic flight, and many of 
these visitors rent passenger or recreational vehicles to view our scenery and wildlife. 
Extra vehicles exacerbate the need for road maintenance and repair and conduces interest 
in construction of roads into other potential tourist destinations.

House Bill 271 is a way for the State to raise revenues that could be used for road and 
highway maintenance, repair, and construction as well as contributed to the tourism 
industry for promotion and marketing. This bill would levy a 10 percent tax on the 
amount charged foi the lease or rental of a passenger vehicle, exempting government 
employees, and would put us on a par with other states’ taxes on rentals. House Bill 271 
has the potential of bringing $6.0 million annually to the State.

At a time when State government spending must be decreased in order to balance the 
budget, those who benefit from State services must, concurrently, contribute to the 
support of those services.



23-LS0936VX.1
Kurtz

5/8/03

OFFERED IN THE HOUSE BY REPRESENTATIVE ROKEBERG

TO: CSHB 271 (FIN)

1 Page 1, line 11:

2 Delete "The"

3 Insert "Except in a municipality that imposes a specific vehicle rental tax on passenger

4 vehicle rentals under AS 29.45, the"

5

6 Page 1, line 13, following "passenger vehicle.":

7 Insert "In a municipality that imposed a specific vehicle rental tax on passenger

8 vehicle rentals under AS 29.45 in effect on January 1, 2003, the rate of the state passenger

9 vehicle rental tax levied under AS 43.52.020 is 10 percent less the amount of the municipal

10 tax. If the municipal tax is greater than 10 percent, then the rate of the state tax is zero."

11

12 Page 2, line 4:

13 Delete "The"

14 Insert "Except in n municipality that imposes a specific vehicle rental tax on

15 recreational vehicle rentals under AS 29.45, the"

16

17 Page 2, line 6, following "recreational vehicle.":

18 Insert "In a municipality that imposed a specific vehicle rental tax on recreational

19 vehicle rentals under AS 29.45 in effect on January 1, 2003, the rate of the state recreational

20 vehicle rental tax levied under AS 43.52.030 is three percent less the amount of the municipal

21 tax. If the municipal tax is greater than three percent, then the rate o f the state tax is zero."

22

A M E N D M E N T

23 Page 2, lines 17 -19:

L -1-
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1 Delete all material.

2

3 Page 2, line 20:

4 Delete "Sec. 43.52.080"

5 Insert "Sec. 43.52.070"

6

7 Page 2, line 27:

8 Delete "Sec. 43.52.090"

9 Insert "Sec. 43.52.080"

L -2-



Table 2 
Rental Car Tax 

State-by-State Comparison1

I Stats Rental Tax | I State Salea Tan I i Local Rental Tax | Local S ales Tax J I Effective Tax 1

Slats
Tax
Rata2 Applicable

Tax
Rata

Maximum
Local

Rate1 * Applicable
1 iv i l
Rato

Maximum
Effective

Tax Rank

Illinois
Arizona5
Massachusetts5
Texas5
Louisiana5
Washington5 
Nevada5 
North Carolina5 
Colorado5 
North Dakota5
Indiana5
Oregon1
Utah
California5
Minnesota5
Georgia5 
Virginia3 
New Jersey5 
New Mexico 
Nebraska___
Oklahoma 
Arkansas 
Dist ol Columbia5 
New Yoik 
Ohio ________
Pennsylvania 
Rhode Island 
Wisconsin 
Alabama 
Florida______
Maryland 
South Dakota 
Connecticut 
South Carolina 
Tennessee___
Kansas
Wyoming
HawaJi
Maine
Kentucky
Mississippi 
Michigan 
New Hampshire 
Missouri
Idaho_________
Iowa 
Alaska 
Vermont 
West Virginia

5.000%
5.000%
0.000%

10.000%
3.000%
5.900%
6.000%
8.000%
0.000%
3.000%
0.000%
0.000%
6.500%
0.000%
6.200%
0.000%
8.000%
0.000%
9.000%
4,500%
6.100%
5.500%

10.000%
5.000%
0.000%
6.000%
6.000%
3.000%
8.000%
4.100%

11.500%
5.500%
5.000%
5.000%
2.000%
3.500%
4.000%
8.000%

10.000%
0.000%
6.000%
0.000%
8.000%
0.000%
0.000%

No
Yes
Yes
No
Yes
Yes
Yes
No
Yes
Yes

0.000% 
0.000% 
0.000% 
0.000%

1.920%

Yes
N.A
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
No
No
Yes
Yes
Yes
Yes
Yes
No
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
N.A
Yes
Yes
Yes 
N.A. 
Yes 
Ye3

N.A.

6.250%
5.000%
5.000%
6.250%
4000%
6.500%
0.500%
4.000%
2.900%
5.000%
5.000%

N A
4.750%
7.000%
6.500%
4.000%
4.500%
6.000%
5.000%
5.000%
4.500%
5.125%
5.750%
4.000%
5000%
6.000%
7.000%
5.000%
4.000%
6.000%
5.000%
4.000%
6.000%
5.000%
6.000%
4.900%
4.000%
4.000%
5.000%
6.000%
3.000%
6.000%

N.A.
4.225%
5.000%
5.000% 

NA  
5.000% 
6.000% 

9
N.A.

18.500% I Yes up to 2%
17.300% Yes up to 2.5%
20.600% j N A N.A
13.000% No up to 2%
10.250% 1 Yes up to 5%
7.000%
8.000%

10.000%
11.460%
10.000%J

Yes
Yes
Yes
Yes
No

13.000%
18.000%
3.000%
8.000%
3.500%!

N A
N A
Yes
Yes
Yes

11.000%
7.000%

10.000%
N.A

4.000%!

Yes
Yes
N A
Yes
Yes

N.A
5.000%
4.000%

NA
6.000%

Yes
Yes
N A
Yes
Yes

N.A
N.A

4.000%
N.A

0.000%

Yes
N.A
Ye3
Yes
Yes

N.A
N.A.
N.A
NA
N.A.

N.A
Yes
N.A
Yes
Yes

0.000%
N.A
N.A
N.A

3.000%l

Yes
Yes
N A
N A
N.A

NA
2.000%|

N.A.
N.A.
N.A.

N.A
N A
N A
Yes
Yes

0.000%
N A
N.A
N.A

Yes
Yes
Yes
N.A

up to 2.1% 
up to 0.5% 
up to 2.5% 
up to 5% 
up to 1.75%
N.A
N.A
up to 3.35% 
up to 2.5% 
up to 1%
up to 2% 
up to 2%
N.A
up to 1.9375% 
up to 1.5%
up to 4% 
up to 4% 
N.A
up to 4.25% 
up to 2%
1%
N.A.
up to 0.6% 
up to 4% 
up to 1.5%
N.A
up to 2% 
N.A
up to 1% 
up to 2.75%
up to 2% 
up to 2% 
N A  
N.A 
N.A.
N.A
N.A
N.A
up to 3.75% 
up to 2%
up to 1% 
up to 6% 
1%
N.A

N.A. I I N.A I In . A

31.750% 
29.800% 
25.600% 
23.000% 
22 250%
21.500%
21.000%
20.500%
19.360%
18000%
18.000%
18.000%
17.600%

17.500%

17.200%

17.000%

17.000%

16.000%
15.938%
15.000%i

14.600%
14.500%

14.000%
13.250%
13.000%
13.000% 
13.000% 
12.600% 
12.000% 
11 600%
11.500%
11.500%
11.000%
11.000%
10.750%
10.400%
10.000%
10.000%
10.000%
9.000%
9.000% 
8.000% 
8.000% 
7.975% 
7 000%
6.000% 
6.000% 
6.000% 
6.000%

1.920%

10

18
16
18
19
20
21
22
23
24
25
25
25
28
29
30
31
32
33 
33 
35
36
37 
37 
37 
40 
40 
42 
42
44
45

'Sources: Trio NaIfo.uJ Conference of Stato Legislatures Juty 1999, Travel and Tourism a Legislators Guide- ; Federal Tax Admriistrators, and NaUonai Car Rental for 
select stales. Sourcos do not coincide for every state. --------------

’Per day charges are converted to percentages using $50.00 as a base price before surcharges and taxes 
’Maxmum local tax induda additional off-airpori car rental fees;
AZ-7%, CA-8%, CO-5.96%, DC-4%. GA-8%, IN-7%, LA5% , MN-3.5%, NV-8%, NJ-10%. NC-5%, ND-10%, OR-4%, TX-8%. VA-7%, WA-4%

‘Maximum local tax indudos transit taxes (16.5% in Chicago)

’Maximum looal tax includes 20.6% surcharge that is only assessed in Boston 

'Resort tax-------------------------------------------------------------------------------------------------------------------------------------------

Prepared by  the Montana Department o f Revenue and  Updated In 2002


