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Sponsor Statement

SB 174 -  “ A n Ac t exclud ing certa in trucks from  the de fin itio n o f ‘ passenger vehicle ’ fo r 
purposes o f the passenger vehicle ren ta l tax; and p ro v id in g fo r an effective date.”

SB 174 was introduced to correct an unintended consequence of legislation passed in 2003.

Ill 2003 the Alaska State Legislature passed HB 271 as a tourism-based tax on passenger rental 
cars and recreational vehicles. The purpose of the tax was to tax visitors using our road system, 
not local citizens. However, House Bill 271 has negatively impacted the following:

1.) Alaska citizens needing lo move,
2.) Out local independent outlets,
3.) The consumer truck rental business overall.

The Department of Revenue has assessed the tourism-based tax on all rental vehicles, including 
trucks less than 26,000 pounds. This inteqiretation of the law results in the 10% tax being 
applied to Alaska businesses and citizens renting trucks. The 10% state tax, along with the local 
municipal and city taxes adds considerably to the total rental fee.

In 2004 HB 347 was introduced to correct the unintended consequence created by HB 271 and 
provided an exemption for 'axicabs. This corrective legislation passed ard  was signed into law.

SB 174 will ensure that the tax applies mere specifically to the intended target of visitors renting 
passenger vehicles and recreational vehicles, rather than the unintended target of Alaska 
businesses and citizens who rely on truck rentals for the continued How of commerce and 
movement of household goods.

http://www.akrcpublicans.org/huggins/
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Short Title: EXEMPT UHAULS FROM VEHICLE RENTAL TAX

Sum m ary:
* Exempts rental trucks used for the transportation of personal property from the 

state motor vehicle rental tax.

Benefits:
■ Prevents Alaskans from paying a tax intended for tourists.

Background:
• In 2003, the state passed a motor vehicle tax intended to raise revenue from visitors 

using the state's road system. SB 174 seeks to address an unintended consequence 
of the bill. It applied the tax to rental trucks used to move personal belongings. The 
legislation ensures only visitors, not Alaskans, pay the tax.

Fact Sheet Revision Dolo Monday, April 18, 200& 02 38 I’M
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A nchorage Daily N ew s

B ills  a im  to  e x e m p t U -H a u ls  f ro m  ta x
RENTALS: Current law  charges 10 percent fee  on trucks, vans.

By LARRY PERSILY 
Anchorage Dally News

(P ub lished : A p r i l  18, 2 0 0 5 )

JUNEAU — Legislators hadn't intended that any more Alaskans than absolutely necessary should have to 
pay the vehicle rental tax adopted two years ago, so they're going back into the law this year to exempt 
rentals of U-Hauls and other similar trucks and vans.

"It's relief for local kinds of people," said Sen. Charlie Huggins, who is sponsoring a bill to exem pt rental 
trucks used "primarily for the transportation of personal property."

Imposing the tax on U-Hauls and such rentals drives up the cost of business for Alaskans, the first-term  
Wasilla Republican said.

The legislation Is written to specifically exempt trucks rated at more than 8 ,500 pounds gross weight, 
which covers the entire U-Haul fleet.

The Department of Revenue estimates the exemption will cost the state $275,000  a year in tax revenues.

The Legislature in 2003 adopted a 10 percent state tax on vehicle rentals, including recreational vehicles, 
starting Jan. 1, 2004. The state expects to earn about $7.4 million a year from the tax on motor vehicles, 
with most of the money coming from summer tourists.

Although the existing law exempts large trucks from the tax, no U-Haul truck is large enough to meet the 
exemption.

Legislators last year tried unsuccessfully to amend the law at the same time they approved an exemption 
for people who lease their taxicabs. John Norris, president of the U-Haul Company of Alaska, testified last 
year that the 10 percent tax was a hardship on Alaskans.

Norris did not return a call for comment for this story.

No renters have called the state Tax Division to complain, said the division's Johanna Bales.

"We have gotten calls from tne truck places," she said.

"The purpose of the tax was to tax visitors using our road system, not local citizens," said Rep. Pete Kott, 
sponsor of the 2003 law. It was never his Intent to tax Alaskans who rent trucks to move their household 
belongings, the Eagle River Republican said.

Huggins' proposal, Senate Bill 174, is scheduled for its first hearing Tuesday in Senate Transportation, 
which he chairs.

Kott also nas a bill in this session to exempt U-Hauls. House Bill 199 passed its first committee 
unanimously last week. One of the two measures needs lo pass both chambers before going to the

htlp://w ww.adn.com/froni/v-printer/storv/6392236p-6271263c.html •1/18/2005
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governor for signature into law.

Though he voted for the original tax hill, Sen. Con Bunde sees the U-Haul exemption as another effort to 
avoid taxing Alaskans.

"That's what I've been preaching to everybody who comes in," the Anchorage Republican said. "It's 
unrealistic to think we can get someone else to pay our bills."

The Municipality of Anchorage, which charges an 8 percent tax on motor vehicle rentals, exempts U-Hauls, 
trucks and all other vehicles "used exclusively for commercial or non-commercial hauling or delivery of 
cargo," according to municipal code.

Some states, such as Nevada and Oregon, impose a tax on truck rentals, while others, including 
Washington and California, do not collect a rental tax and charge only their regular sales tax.

Reporter Larry Persily can be contacted at lpersily@adn.com, or in Juneau at 523-9306.

Print Page | Close Window j
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U -H AU L
U-HAUL CO. OF ALASKA

4751 OLD SEWARD HIGHWAY <• ANCHORAGE. ALASKA 99503-7417 • PHONE: (907) 562-2735 • FAX: (907) 561-0466

January 14, 2 005

Re: Corrective Legislation

To: S enator G reen

My nam e is John Norris. I am  the President of U -H aul C om pany o f A laska Inc.

In 2 0 0 3  HB 271 w as introduced and prom oted as a tourism based tax on 
passenger rental cars and recreational vehicles. (S ee  attachm ents.) T h e  stated  
purpose of the tax  was to only tax tourism, not the local citizen. How ever, the 
D epartm ent o f R evenue has assessed the tax on all rental vehicles, including 
trucks less than 26,001  pounds. This interpretation of the law results in the 10 
percent tax being applied to A laska businesses and citizens renting trucks.

H ouse Bill 271 has impacted:

a) A laska citizens needing to m ove.
b) Local independent outlets.
c) O ur business overall.

The  consum er has other options to m ove that are NOT TAXED. T h e  10%  
state tax along with the local municipal and city taxes adds considerably to the  
total rental L  t

A fter HB 271 becam e law, HB 347  was introduced during the 2 0 0 4  legislative 
session to correct the unintended situation created by HB 271 and provided an 
exem ption for taxicabs. This corrective legislative passed and w as signed into 
law.

I would greatly appreciate it if you will sponsor legislation that would provide the 
sam e relief for trucks as has been provided for taxicabs. The  legislation would  
add wording to rem ove “ rental trucks” from tax. This legislation would ensure  
that the tax applies to the intended target; out of state tourism renting passenger 
vehicles and recreational vehicles, not A laska businesses and citizens, which 
rely on truck rentals for the continued flow of com m erce and m ovem ent of 
household goods. The  A laska Trucking Association favors this am endm ent, 
along with the Truck Renting and Leasing Association. So far as I am  aw are  
there is no industry group that opposes this corrective legislation.



Truck rentals are  generally  m ade to either small businesses or local residents for 
household m oves. T h e  $ 2 4 8 ,4 4 5  of taxation gained from U-H aul rental 
custom ers in calendar year 2 0 0 4  is not enough to offset the service lost to Alaska  
citizens and businesses that are forced to m ove another way. T h e  10%  tax on 
truck rentals has been  a significant hardship for A laska citizens and businesses. 
T h e  econom ic profile of the  average do-it-yourself truck rental custom er dictates  
that they are  least ab le  to absorb the tax. Additionally, truck rentals done by 
businesses are  often necessary for com panies to m eet their peak or seasonal 
dem ands. H igher transportation costs will alm ost certainly result in higher 
consum er product costs. In either case, local A laska residents are  bearing the  
burden o f the 10%  tax.

Listed below  are  som e facts and figures regarding my com pany:

Current truck license and registration fees paid: $ 2 6 ,0 5 0
Total payroll $ 1 ,1 0 3 ,9 6 3
Property taxes paid $ 1 41 ,50 0
C om pany ow ned moving centers 3
C om pany ow ned repair shops 3
Independent dealers 49
M unicipal and Borough taxes paid $ 4 5 ,0 0 0
Payroll unem ploym ent tax paid $ 2 4 ,7 7 9
Em ployees 65

T h in k s  in advance for your help, w e sincerely need it. Y our sponsorship of 
legislation to rem ove truck rentals from th.* tax ensures that the tax only applies  
to the intended target o f out-of-state tourists, not citizens of A laska is 
appreciated . If you need m ore information or if I can help in any way, p lease  
contact m e: O ffice te leph one 9 0 7 -5 6 2 -0 6 1 2 ; hom e 9 0 7 -3 4 5 -4 9 7 2 , mobile 907-

e-m ail address is John N orris@ uhaul.com .

M arketing C om pany President 
U-H aul C om pany of A laska Inc.

2 2 9 -0 4 0 1 , fax 9 0 7 -5 6 1 -0 4 6 6 . M y

/Jo h n  R. Norris

mailto:Norris@uhaul.com


Sponsor Statement 
foi-

CS for House Bill 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-sector 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 1 1 , 2001, when 
international travel became more uncertain. Alaska’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 o f  security for tourists.

The majority o f  visitors lo Alaska come by cruise ship or domestic flight, and many o f  
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 o f  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 lax on the 
amount charged for the lease or rental o f  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 o f  bringing $6,0 million annually to the Slate.

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.
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