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FY2015
Appropriation

Requested

Included in 
Governor's 

FY2015 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2015 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous
Total Operating 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Fund Source (Operating Only
None
Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Positions
Full-time
Part-time
Temporary

| Change in Revenues | *** | *** | *** | ** * j *** | **★ |

Estimated SUPPLEMENTAL (FY2014) cost: 0.0
(discuss reasons and fund source(s) in analysis section)

(separate supplemental appropriation required)

Estimated CAPITAL (FY2015) cost: 0.0
(discuss reasons and fund source(s) in analysis section)

(separate capital appropriation required)

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed?

Why this fiscal note differs from previous version:
| Reflects the CS in H TRA for version C.

Prepared By: 
Division: 
Approved By: 
Agency:

Matt Fonder, Director
Tax
Angela M. Rodell, Commissioner

Phone: (907)269-6628
Date: 04/01/2014 01:00 PM
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FISCA L N O TE ANALYSIS #1

Analysis

STATE OF ALASKA BILL NO. CSHB314(TRA)
2014 LEG ISLA TIV E SESSION

Bill Language:

This bill makes a few minor changes to the vehicle rental tax statutes.

Primarily, the bill changes the current timeframe for exemption of "long-term" leases from 90-days to 28-days. The bill 
also clarifies that any extension to the original contract (that is exempt as a "long-term" lease) is also exempt so long as 
the original contract is in writing, the original contract is not terminated before the expiration of 28-days, the extension is 
agreed upon prior to the expiration of the initial 28-day lease, and there is no break between the initial lease period and 
the period of extension.

The bill also repeals two sections of current law relating to the rental of recreational vehicles, and re-inserts those 
provisions in other areas of AS 43.52. This is not a substantive change.

Revenues:

There may be a minimal reduction in vehicle rental taxes collected as a result of these changes. However, the amount of 
potential reduction is indeterminate. It is difficult for DOR to estimate the revenue impact on the state as a result of this 
legislation as DOR does not have detailed information on the number of vehicle rental contracts which are currently 28- 
days or longer. However, the department does not anticipate that this would have much of an impact on the amount of 
vehicle rental taxes collected.

Expenditures:

The department can implement the provisions of this bill with existing resources.

Regulations:

The department does not anticipate that it will need to adopt regulations to implement the provisions of this bill.

(Revised 8/16/2013 OMB) Page 2 of 2
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Randal G. Buckendorf
Managing Counsel 
Alaska Region

BP Exploration (Alaska) Inc. 
900 E. Benson Boulevard 
Anchorage, AK 99508

P.O. Box 196612 
Anchorage, AK 99519-6812

February 14, 2014
v o ic e : 907 564.6289
fax: 907 664 4031 Via Fax (907) 465.2389 and Certified Mail/Return Receipt Requested
Randal.buckendorfObp.com

Commissioner Angela Rodell 
State of Alaska 
Department of Revenue 
P.O. Box 110400 
Juneau, Alaska 99811

Re: Applicability of State Vehicle Rental Tax to Vehicles under Long-Term
Leases Used in BPXA's North Slope Oil and Gas Operations

Dear Commissioner Rodell:

BP Exploration (Alaska), Inc. ("BPXA") recently learned that the State of Alaska 
Department of Revenue ("DOR") is attempting to collect a 10% excise tax on the 
gross fees and costs charged for any "passenger vehicle" leased to BPXA (and 
possibly others) for use in our North Slope Operations. We are aware that in 
response to a query from Senator Micciche, DOR unequivocally stated that the tax 
in question applies to vehicles leased on the North Slope. See Attachment 1 
(November 29, 2013 email from Senator Micciche's office and December 3, 2013 
response). BPXA respectfully disagrees that the passenger vehicle rental tax 
imposed under AS 43.52 applies to the motor vehicles BPXA leases. We write to 
provide you with some history and background concerning State regulation of 
North Slope roads that may be helpful to you.

BPXA operates 13 North Slope oil fields, including the Prudhoe Bay, Endicott, and 
Milne Point fields. As operator, BPXA uses hundreds of passenger vehicles. Most 
are large four-door pickup trucks. Many of these vehicles are purchased outright, 
but others are utilized via long-term leases. The leased vehicles are picked up and 
dropped off at vendor locations in Deadhorse and all are used inside the numerous 
oilfields BPXA operates.

The motor vehicles that BPXA leases1 do not meet the definition of "passenger 
vehicle" under the statute. This term is limited to motor vehicles "driven or moved 
on a highway or other public right-of-wav in the state " AS 43.52.099(2)

1 Of course, BPXA is not in a position to comment regarcfing applicability of the vehicle rental 
tax to other parties who lease or rent vehicles.
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(emphasis added). No definitions of the underlined terms are provided by AS 
43.52. However, the Alaska Department of Transportation ("ADOT") and the 
Division of Motor Vehicles ("DMV"), both of which are copied on this letter, have 
previously determined that the roads in Deadhorse and the rest of BPXA's North 
Slope fields are not considered public highways or rights-of-way under State law. 
Public highways are generally defined in terms of those roads to which the public 
has an unlimited right of access and that are maintained by the State ora local 
municipality. Because Deadhorse and the North Slope fields are industrial oil and 
gas operations, BPXA restricts access to protect public safety. BPXA also 
performs all maintenance on those roads. To make it clear to the general public 
that it is leaving the public portion of the "Haul Road," signage located 
approximately eight-tenths of a mile from the "T" intersection of the Dalton 
Highway and Lake Colleen Road establishes that Deadhorse and the North Slope 
oilfields are restricted access areas. See Attachment 2 (Photo of Restricted 
Access Sign and Map showing its location).

As with the application of AS 43.52, the ADOT's authority to enforce commercial 
motor vehicle ("CMV") regulations depends on whether the roads are public 
highways. Lacking a State definition, ADOT looked to federal regulations to make 
this determination. 49 CFR sec. 390.5 defines "highway" as:

any road, street, or way, whether on public or private property, open to 
public travel. The term "open to public travel" means that the road section 
is available, except during scheduled periods, extreme weather or 
emergency conditions, passable by four-wheel standard passenger cars, 
and open to the general public for use without restrictive gates, prohibitive 
signs, or regulation other than restrictions based on size, weight, or class of 
registration.. . .

Based on the facts that: (1) the roads are not publicly maintained; and (2) public 
access is restricted. ADOT concluded that the CMV regulations did not apply to 
the North Slope and Deadhorse roads because they were not "highways." We 
understand that the Department of Law and Department of Natural Resources 
concurred with this determination. However, to emphasize the fact that access to 
the roads in question is restricted, BPXA and ADOT agreed that BPXA would post 
the above-mentioned sign with the following language:

YOU ARE NOW LEAVING STATE MAINTAINED ROADS AND ENTERING 
AN INDUSTRIAL AREA IN WHICH HEAVY EQUIPMENT MAY BE 
OPERATING. USE CAUTION WHEN ENCOUNTERING HEAVY 
EQUIPMENT ON ROADWAYS AND OBEY ALL TRAFFIC SIGNS. ACCESS 
WILL AT TIMES BE RESTRICTED BEYOND THIS POINT. FOR 
ADDITIONAL INFORMATION CONTACT PBU SECURITY AT 907 659-5631.

See Attachment 2.
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More recently, an issue came up regarding applicability of the vehicle registration 
requirements for vehicles being used in Deadhorse or the North Slope oilfields. In 
the Summer of 2013, the Director of the DMV issued a directive to DMV staff 
confirming that the registration requirements did not apply because vehicles driven 
in those areas are considered to fall under the "driven in areas exempt from 
registration" exemption provided for in DMV's Standard Operating Procedure "T- 
80" and the "driven or parked on private property" exemption set out in AS 
28.10.011(7). The DMV thereafter notified the Alaska Trucking Association and 
other interested parties that DMV would continue to process "title only" requests 
for vehicles with a Deadhorse or other North Slope oil field address without any 
issue or registration requirements.

We believe the State of Alaska agencies having primary jurisdiction over the status 
of the Deadhorse and North Slope oil field roads have thoroughly evaluated 
whether vehicles operating in these areas are subject to State regulation and have 
concluded that they are not. In reaching their conclusions, both agencies were 
mindful of the significant costs the State would incur to publicly maintain the roads 
in question. DOR's present attempt to apply the passenger vehicle rental tax 
contradicts these prior determinations.

Setting aside the fact that the motor vehicles BPXA leases fall outside the statutory 
definition of "passenger vehicles," there are also statutory exemptions that would 
likely apply to the motor vehicles leased by BPXA. Because the statutory 
exemptions are very fact-specific, the vehicle rental tax could not be applied to any 
BPXA lease transaction without an analysis on a case-by-case basis of each 
exemption. For instance, the tax is only applicable if the lease or rental of the 
vehicle "does not exceed a period of 90 consecutive days." AS 43.52.010; see 
also 15 AAC 52.030. Many of the motor vehicles BPXA leases for use in 
Deadhorse and its North Slope oilfields are leased for periods much longer than 90 
consecutive days. Additionally, vehicles having "a gross vehicle weight rating 
greater than 8,500 pounds . . .  designed, used or maintained primarily for the 
transportation of personal property" are exempt from the statutory definition of 
"passenger vehicle." AS 43.52.099(2)(F). A percentage of trucks that BPXA leases 
would fall under this exemption.

BPXA has never considered AS 43.52 applicable to equipment leased by BPXA for 
use in Deadhorse or any of the North Slope field locations. To the best of its 
knowledge, BPXA has neither paid the tax to any of its vendors, nor until DOR's 
recent attempt to apply the tax, been specifically invoiced for such. Continued 
attempts by DOR to apply the tax to vehicles leased by BPXA for exclusive use in 
Deadhorse and the North Slope oil fields would contradict prior determinations by 
ADOT and DMV that the roads in question are not "highways." If the roads are 
considered highways, the implications would reach far beyond the current rental 
tax issue. Questions regarding road maintenance responsibility, compliance with 
transportation regulations, applicability of fuel and transportation taxes, and
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enforcement would need to be globally addressed by the State and North Slope oil 
and gas operators.

BPXA would welcome the opportunity to meet with you to discuss this matter 
further. Please let us know if you would like to schedule such a meeting.

Thank you in advance.

Sir

Commissioner Angela Rodell
February 14,2014
Page 4

Commissioner Patrick J. Kemp, P.E., Alaska DOT 
Director Amy Erickson, Alaska Division of Motor Vehicles 
Phil Cochrane, VP External Affairs, BPXA 
Amy Mackenzie, Counsel, BPXA
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Hello Larry,

Please see my attached response and relevant enclosures. I apologize I couldn't get this to you 
yesterday. Please let me know if you have any follow up questions.

Thank you most kindly, 
Lacy

Lacy Wilcox
Special Assistant 
Department o f Revenue
907.465.2301

From : Larry Semmens rmaflto:Larrv.Semmens@akleq.oov1 
Sent: Friday, November 29,2013 4:32 PM 
To: W lknq Lacy J  (DOR)
Su b je ct AS 43.52

Hi Lacy

This is follow-up to our phone conversation today.

A constituent received a letter from Jonathan Page, Tax Auditor III, regarding payment of taxes due on 
passenger vehicle rentals per AS 43.52. This constituent is in the equipment leasing business and 
operates primarily on the North Slope.

Please tell me if enforcement o f this tax on companies leasing vehicles on the North Slope is a new 
priority for the Department or is there evidence that this particular segment of the industry has been 

« expected to collect and remit the tax bom the beginning of the law being in effect in 2004?

If they have been expected to comply is there evidence that businesses have been complying? I ask this 
because it sounded to me like none of colleagues of our constituent knew that they were supposed to 
be collecting the tax.

If  this is a new interpretation o f the applicability o f the law, it seems like retroactive collection of the tax 
may be unreasonable. My own experience in this type of situation is that if the law was not dear in 
application, but was made dear at some point In time, the enforcement of the tax would be prospective 
from  that point in time.

From what i have been told the department is quite heavy handed In theft- efforts to enforce and collect 
the tax. This may or may not be appropriate. Our constituent obviously thinks it is not appropriate and 
is very concerned about the ramifications to his business.

This should get us started. It is likely that we will have more questions. I would appreciate receiving any 
Information you have on this subject on Monday.

Thanksl

2



S ea m en *
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Hello Larry,

Please see my attached response and relevant enclosures. I apologize I couldn't get this to you 
yesterday. Please let me know if you have any follow up questions.

Thank you most kindly,
Lacy

Lacy Wilcox
Special Assistant 
Department o f Revenue
907.465.2301

From : Larry Semmens rmaHto:Larrv.Semmens®akleq.qov1 
Sent: Friday, November 29,2013 4:32 PM 
To: Wilcox, Lacy J  (DOR)
Subject: AS 43.52

Hi Lacy

This is follow-up to our phone conversation today.

A constituent received a letter from Jonathan Page, Tax Auditor III, regarding payment of taxes due on 
passenger vehicle rentals per AS 43.52. This constituent is in the equipment leasing business and 
operates primarily on the North Slope.

Please tell me If enforcement of this tax on companies leasing vehicles on the North Slope is a new 
priority for the Department or Is there evidence that this particular segment of the industry has been 
expected to collect and remit the tax from the beginning of the law being in effect in 2004?

If they have been expected to comply is there evidence that businesses have been complying? I ask this 
because it sounded to me like none of colleagues of our constituent knew that they were supposed to 
be collecting the tax.

if this is a new interpretation of the applicability of the law, it seems like retroactive collection of the tax 
may be unreasonable. My own experience in this type of situation is that if the law was not clear in 
application, but was made clear at some point In time, the enforcement of the tax would be prospective 
from that point (n tim e.

From what I have been told the department is quite heavy handed in their efforts to enforce and collect 
the tax. This may or may not be appropriate. Our constituent obviously thinks it is not appropriate and 
is very concerned about the ramifications to his business.

This should get us started. It is likely that we will have more questions. I would appreciate receiving any 
information you have on this subject on Monday.

Thanks!

2
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Chief of Staff to Senator Micciche 
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D e p a r tm e n t  o f  R e v e n u e

COMMISSIONER’S OFFICE
Angela M. Rodell, Commissioner

333 WIRooghby Avenue. 11 ®> Floor 
PO Box 110400 

Juneau, Alaska 99811-0400 
Main: 907.465.2300 

Fax; 907.445.2389

December 3,2013 

Larry Semmens
Chief o f  Staff to Senator Micciche 
Alaska State Legislature 
145 Main S t Loop #226 
Kenai,AK 99611

Dear Mr. Semmens:

This letter is in response to your November 29,2013 email on vehicle rental tax. Specifically 
you ask if  enforcement o f this tax is a new department priority.

Recent actions taken by the department against various rental car companies does not reflect new 
procedures or interpretations by the department in implementing this tax type. We have been in 
contact with various rental car companies for the last several years regarding the vehicle rental 
tax and their responsibility under the law. The tax is required to be collected and remitted for all 
vehicles rented and operated "on a highway or public right-of-way in the state.” This includes 
vehicles rented on the North Slope.

Enclosed are copies o f  the vehicle rental tax letters we’ve sent to known rental car companies 
beginning in November 2003. We scat similar letters/notices in 2004 and 2005. Once we 
identity a vehicle rental company that hasn't filed any returns, we send out a compliance letter 
which is specific to the company. I've attached a sample compliance letter with the taxpayer 
name redacted. We are unable to provide "all closed rental tax cases" due to the feet that we are 
required to maintain taxpayer confidentiality pursuant to AS 43.05.230 and AS 40.25.100. 
However, toe included attachments are the types o f letters we've sent to all known vehicle rental 
companies since die vehicle rental tax was enacted in January 2004.

Since 2004, when the vehicle rental tax was established at 10% for any passenger vehicle rentals 
90 days or less (AS 43.52), we have sent the compliance letter to approximately 100 vehicle 
rental companies that we believed were renting vehicles, but were not filing die requisite tax 
returns or paying die vehicle rental tax. At the release o f the 2012 Tax Annual Report there were 
118 companies properly filing returns, that number includes any new taxpayers through our 
compliance efforts.

The Tax Division routinely reviews the business licensing database and compares this list to the 
Quarterly Tax Returns. When a new company is identified, the Division proactively contacts feat 
company and informs them of die applicable tax laws. Most often, the company comes into



Mr. Larry Semmens 
December 3,2013 
Page 2

compliance and files their Quarterly Tax return. Occasionally, fee business provides information 
to the Tax Division indicating that the tax is not applicable to them. Historically, these 
businesses provide fee Division copies o f rental agreements showing feat they only lease for 90 
days or longer.

Per regulation, fee tax also applies to any extensions o f less than 90 days after fee initial 90 day 
contract or any cancellations of contracts prior to 90 days (15 AAC 52.030). The intent of fee 
legislation was to exempt long term rentals and leases from fee vehicle rental tax. The 
regulations were written to ensure feat any potential loopholes regarding fee 90 day threshold 
were closed. For example, businesses that are truly renting vehicles for more than 90 days 
should have no difficulty in complying with fee law and writing contracts with those terms. If 
someone rents a vehicle for 60 days and then comes back a  month later and rents fee vehicle 
another 60 days, we believe feat these rentals are subject to fee tax and meet legislative intent

In fee Department it is our goal to get fee business into voluntary compliance through education 
before they rise to the level o f an investigation. We tend to open investigations only when all 
other avenues have been exhausted.

I do believe fee regulations meet legislative intent and fee department is appropriately enforcing 
our laws.

Please let me know if  I can further assist

Sincerely,

Lacy Wilcox 
Special Assistant/ PIO

Enclosures
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Tax D ivision
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August 31,2010

Dear!

It has come to the attention o f  the Alaska Tax Division that I 
J M  engages in passenger vehicle rental/leasing business activity. We have 
not recejva^tateofA la& ka, Vehicle Rental Tax, Quarterly Tax Returns 
f t o r a ^ l  M  m  Effective on January 1,2004, the State o f  Alaska 
imposed a  10% excise tax on the gross fees and costs charged for the rental 
o f  a  passenger vehicle i f  the lease or rental does not exceed a  period o f  90 
consecutive days. I invite you to file quarterly tax returns for all tax quartos 
in which there was vehicle rental income.

Please visit ou r website at www.tax.state.ak.us for more information about 
the Vehicle Rental Tax. Here you will find tax fonns to  download and 
complete statutes and regulations.

I f  you any questions, please call me at (907) 269-1023, or Sarah Wilson at 
(907) 269-1017 for assistance.

Sincerely,

Jonathan Page 
Tax Auditor m  
(907)269-1023 
(907) 269-6644 Fax

http://WWW.tBXJtSte3k.UI
http://www.tax.state.ak.us


J u n e  13 ,2005

IMPORTANT NOTICE TO CAR AND RECREATIONAL VEHICLE RENTAL AGENCIES 

Vehicle R ental T ax  effective January 1,2004 on passenger and  recreational vehicle rentals

Effective, January, 1, 2004, the Passenger/Recreational Vehicle Rental Tax bill (CSHB 271 (HNXefd AM)) became law.

The law imposes a 10% excite tax on total fees and costs chained for the lease or rental of a passenger vehicle and a 3% excise tax 
on total fees and costs charged for the lease or rental of a recreational vehicle.

Total fees and costs charged include the following:
1. Total compensation for the lease or rental of a passenger or recreational vehicle without regard to billing practices, credit 

procedures, or bad debts.
2. Total compensation should not be reduced by commission* or fees charged by travel and other agents related to the leasing or 

rental of n passenger or recreational vehicle

Total fees and costs charged do not fndnde:
1. Fecsfrom the sale of automobile liability insurance, loss damage waiver insurance, and personal property insurance.
2. Parking tickets.
3. Sales and excise taxes.
4. Payment for damages to the vehicle during the rental period.
5. Concession fees paid to an airport
6. Cancellation fees.
7. Certain adjustments made at the beginning or end of a contract such as for fuel.
8. Rental of GPS or child car seats.
9. Separately itemized charges for personal property such as pots; pans, and linens motoried in the rental of a recreational

vehicle.

The excise tax or vehicle rental tax is not levied on a lease or rental that exceeds 90 consecutive days. Also exempt from the tax is a 
lease or rental of a passenger or recreational vehicle for official use to federal, state, or local government agencies. The Department of 
Revenue requires that the following information be provided in order for the renter to qualify for the government use exemption from 
the vehicle rental tax;

1. Rental/Lease Contract Number.
2. Renter’s Name (person who is taking possession of fee leased/rental vehicle).
3. Specific governmental agency qualifying for fee exemption.
4. Governmental agency’s phone number.
5. Rental agency’s attest to the proof of the renter’s employment or official status with a governmental agency.
6. Signature o f die renter declaring under penalty of perjury feat die rented car/recreational vehicle will be used for official 

governmental use only.
The rental agency can either use the government nse exemption certificate provided by the Department of Revenue or provide the 
required information on the rental agency’s rental/lease contract or an addendum to the contract Completed government nse 
exemption certificates arc to be filed with the contract and retained for three years.

The rental/lease agency is required to collect the vehicle rental tax from die renter and remit to fee Department of Revenue aS taxes 
due and a Vehicle Rental Tax Quarterly Tax Return according to the schedule listed below:

XaxftetomAIflSwBHC
1/1- 3/31 April 30
4/1- 6/30 July 31
7/1- 9/30 October 31
10/1- 12/31 Jatmaiy31

m



Jane 13,2005 
Vehicle Rental Tax 
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The first quarter Vehicle Rental Tax Quarterly Tax Return was due on or before April 30, 2005.

We have not received your vehicle rental tax return that win doe on or before April 30, 2005. Please file year rstnm as soon as 
poaatbla.

If you fed that yoa an not required to fib  a retain, please fill out the enclosed questionnaire and atom to the following address:

State of Alaska, Department o f Revenue 
Tax Division
550 West 7® Avenue, Suite 500 
Anchorage, AK  99501 
Attn: Station Laster

Enclosed with ftis letter are the Vehicle Rental Tax Quarterly Tax Return and Government Use Exemption Certificate. Also included 
are the instructions fix'the tax fbnn. The forms and instructions are available on the State o f Alaska’s web site. The Internet address
fc WW.tBMtalgjfcBffftCT.Mg-

Pleasee^mafl vonrQuestions to Sharmn Taster at Rhm-mi) lartcrtSlrcyenilMtatMfcM or call her at (907) 269-1095.
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On November 12,2003 and Jane 4,2004 tills office sent you a  letter informing yon that effective, January 
1,2004 the Vehicle Rental Tax bill (CSHB 271 (FTN)(efd AM) became law.

The law imposes a 10% excise tax on total fees and costs charged for the lease or rental of a passenger vehicle and a 3% excise tax 
cm total fees and costs charged for the lease or rental of a recreational vehicle.

Total fees and costs charged include the following:
1. Total compensation for the lease or rental of a passenger or recreational vehicle without regard to billing practices, credit 

procedures, or bad debts.
2. Total compensation should not be reduced by commissions or fees charged by travel and other agents related to the leasing or 

rental of a passenger or recreational vehicle

Total fees and costs charged do not include;
1. Fees from the sale of automobile liability insurance, loss damage waiver insurance, and personal property insurance.
2. Parking tickets.
3. Sales and excise taxes.
4. Payment for damages to the vehicle during the rental period.
5. Concession fees paid to an airport
6. Cancellation fees.
7. Certain adjustments made at the beginning or end ofa contract such as for &eL
8. Rental of GPS or child car seats.
9. Separately itemized charges for personal property such as pots, pans, and linens included in the rental of a recreational 

vehicle.

The excise tax or vehicle ratal tax is not levied on a lease or rental that exceeds 90 consecutive days. Also exenqrt from the tax is a 
lease or rental of a passenger or recreational vehicle for official use to federal, state, or local government agencies. The Department of 
Revenue requires that the following information be provided in order for the rater to qualify for the government use exemption from 
the vehicle rental tax:

1. Rental/Lease Contract Number.
2. Renter’s Name (person who is taking possession of the leased/rental vehicle).
3. Specific governmental agency qualifying for the exemption.
4. Governmental agency’s phone number.
5. Rental agency’s attest to the proof of the renter’s employment or official status with a governmental agency.
6. Signature of the renter declaring under penalty of perjury that tire rented car/recreational vehicle will be used for official 

governmental use only.
The rental agency can either use the government use exemption certificate provided by the Department of Revenue or provide the 
required information on the rental agency's rental/lease contract or an addendum to the contract Completed government use 
exemption certificates are to be filed with the contract and retained lor three yean.

The rental/lease agency is required to collect die vehicle rental tax from the renter and remit to the Department of Revenue all taxes 
due and a Vehicle Rental Tax Quarterly Tax Return according to the schedule listed below:

TaxP.grfrd Tax ROnn A  Taxes Due
1/1- 3/31 April 30
4/1 — 6/30 July 31
7/1- 9/30 October 31
10/1- 12/31 January 31



March9,2005 
Vehicle Rental Tax 
Page2

The first Vehicle Rental Tax Quarterly Tax Return was due on April 30, 2004.

To date we have not received one or more quarterly vehicle rental tax retains that were due on or before April 30,2004 and 
the three qnarten July 31, 2004, October 31,2004 and Jannary31,2004 thereafter. Please file your returns as goon as possible.

If you feel that you are not required to file a return, please fill oot the enclosed questionnaire and return to the following address;

State of Alaska, Department of Revenue 
Tax Division
550 West 7® Avenue, Suite 500 
Anchorage, AK 99501
Attn: Abigail Wiley *4 §

Enclosed with this letter are the Vehicle Rental Tax Quarterly Tax Return and Government Use Exemption Certificate. Also included 
arc the instructions for the tax fbnn. The forms and instructions are available on the State o f Alaska’s web site. The Internet address 
is: wffw.ftx.Blaig.rif.w/fiMmi.aBt.

please e-mail your questions to Abigail Wiley at abjgafl_wflay@revenuMtateJth.UB or call her at (907) 269-6630.

mailto:abjgafl_wflay@revenuMtateJth.UB
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Juneau. AK 99811-0420

VMW.tax.8tete.ak.ua website

J u n e  4 ,2004

IMPORTANT NOTICE TO CAR AND RECREATIONAL VEHICLE RENTAL AGENCIES 

Vehicle R ental Tax effective January l ,  2004 on passenger and  recreational vehicle rentals

Effective, January, 1,2004, the Passenger/Recreational Vehicle Rental Tax bill (CSHB 271 (FIN)(effl AM)) became law.

The law imposes a 10% excise tax on total fees and costs charged for foe lease or rental of a passenger vehicle and a 3% excise tax 
on total fees and costs charged for foe lease or rental of a recreational vehicle.

Total fees and costs charged Include the following:
1. Total compensation for foe lease or rental of a passenger or recreational vehicle without regard to billing practices, credit 

procedures, or bad debts.
2. Total compensation should not be reduced by commissions or fees charged by travel and other agents related to the leasing or 

rental of a passenger or recreational vehicle

Total foes and costs charged do not Include:
1. Fees from the sale of automobile liability insurance, loss damage waiver insurance, and personal property insurance.
2. Parking tickets.
3. Sales and excise taxes.
4. Payment for damages to foe vehicle during foe rental period.
5. Concession fees paid to an airport
6. Cancellation fees.
7. Certain adjustments made at foe beginning or end ofa contract such as for foeL
8. Rental of GPS or child car seats.
9. Separately itemized charges for personal property such as pots, pans, and linens included in foe rental of a recreational 

vehicle.

The excise tax or vehicle rental tax is not levied on a lease or rental that exceeds 90 consecutive days. Also exempt from the tax is a 
lease or rental ofa passenger or recreational vehicle for official use to federal, state, or local government agencies. The Department of 
Revenue requires that foe following information be provided in order for foe renter to qualify for foe government use exemption from 
the vehicle rental tax:

1. Rental/Lease Contract Number.
2. Renter’s Name (person who is talcing possession of the leased/rental vehicle).
3. Specific governmental agency qualifying for foe exemption.
4. Governmental agency's phone number.
5. Rental agency’s attest to foe proof of foe renter’s employment or official status with a governmental agency.
6. Signature of the renter declaring under penalty of perjury that the rented car/recreational vehicle will be used for official 

governmental use only.
The rental agency can either use foe government use exemption certificate provided by the Department of Revenue or provide foe 
required information on foe rental agency’s rental/lease contract or an addendum to foe contract Completed government use 
exemption certificates are to be filed with foe contract and retained for three years.

The rental/lease agency is required to collect foe vehicle rental tax from foe renter and remit to foe Department of Revenue all taxes 
due and a Vehicle Rental Tax Quarterly Tax Return according to foe schedule listed below:

TffllfglQij Tax Retum_& Taxes Due
1/1- 3/31 April 30
4/1 - 6/30 July 31
7/1- 9/30 October 31
10/1 - 12/31 January31

June 3,2004



The first Vehicle Rental Tax Quarterly Tax Retain was due on April 30, 2004.

We have net received your vehicle rental tax return that was due on or before April 30, 2004. Please file your return as soon as 
possible.

If you feel that you are not required to file a return, please fill out the enclosed questionnaire and return to tbs following address:

State of Alaska, Department of Revenue 
Tax Division
550 West 7* Avenue, Suite 500 
Anchorage, AK 99501 
Attn: Tania Hales

Enclosed with this letter are the Vehicle Rental Tax Quarterly Tax Return and Government Use Exemption Certificate. Also included 
are the instructions for the tax form. The forms and instructions are available on the State of Alaska's web she. The Internet address 
is: ww.ta&Btate.t&Hatois.agi.

Vehicle Rental Tax
Page 2

Please e-mail your questions to Janis Hales at jani8jiales@revameJtatejdt.us or call her at (907) 269-6627.

mailto:jani8jiales@revameJtatejdt.us
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D E P A R T M E N T  O F  R E V E N U E

Tax D ivision

FRANK UURKOmK, GOVERNOR
Stats Office ButkSno 
PO Box 110420 
Junoeu.AK 00011-0420

www.fax.sMi.glLm wobstlo

N ovem ber 12,2003

IMPORTANT NOTICE TO CAR AND RECREATIONAL VEHICLE RENTAL AGENCIES 

Vehicle R ental T ax  effective January 1,2004 on passenger and  recreational vehicle rentals

On July 18, 2003, Governor Minkowski signed the Passenger/Recreational Vehicle Rental Tax bill (CSHB 271 (FIN)(efa AM)). The 
law is effective January 1, 2004.

The law imposes a 10% excise tax on total fees and costs charged for the lease or rental of a passenger vehicle and a 3% excise tax 
on total fees and costs charged for the lease or rental of a recreational vehicle.

Total fees and costs charged include the following;
1. Total compensation for the lease or rental of a passenger or recreational vehicle without regard to trilling practices, credit 

procedures, or bad debts.
2. Total compensation should not be reduced by commissions or fees charged by travel and other agents related to dm leasing or 

rental of a passenger or recreational vehicle

Total fees and costs charged do not Include:
1. Fees from the sale of automobile liability insurance, loss damage waiver insurance, and personal property insurance.
2. Parking tickets.
3. Sales and excise taxes.
4. Payment for damages to die vehicle during the rental period.
5. Concession foes paid to an airport
6. Cancellation foes.
7. Certain adjustments made at the beginning or end of a contract such as for fuel.
8. Rental of GPS or child car seats,
9. Separately itemized charges for personal property such as pots, pans, and linens included in the rental of a recreational 

vehicle.

The excise tax or vehicle rental tax is not levied on a lease or rental that exceeds 90 consecutive days. Also exempt form the tax is a 
lease or rental of a passenger or recreational vehicle for official use to federal, state, or local government agencies. The Department of 
Revenue requires that foe following information be provided in order for the renter to qualify for foe government use exemption from 
the vehicle rental tax:

1. Rental/Lease Contract Number.
2. Renter’s Name (person who is taking possession of the leased/rental vehicle).
3. Specific governmental agency qualifying for foe exemption.
4. Governmental agency’s phone number.
5. Rental agency’s attest to theproof of the renter’s employment or official status wife a governmental agency.
6. Signature of the renter declaring under penalty of perjury that the rented car/recreational vehicle will be used for official 

governmental use only.
The rental agency can either use the government use exemption certificate provided by foe Department of Revenue or provide foe 
required information on foe rental agency’s rental/lease contract or an addendum to foe contract

The rental/lease agency is required to collect foe vehicle rental tax from foe renter and remit to foe Department of Revenue all taxes 
due and a Vehicle Rental Tax Quarterly Tax Return according to the schedule listed below: 

la&Jggriod Tax Return & Taxes Due
1/1- 3/31 April 30
4/1 —6/30 July 31
7/1- 9/30 October 31
10/1- 12/31 January 31

The first Vehicle Rental Tax Quarterly Tax Return will be due on April 30, 2004.

http://www.fax.sMi.glLm


November 12,2003 
Vehicle Rental Tax 
Page 2

Enclosed with this notice are final versions of the Vehicle Rental Tax Quarterly Tax Return and Government Use Exemption 
Certificate. Also included are flic instructions for the tax form. The fbnns and instructions will be available on the Sate of Alaska's 
web site on December 1, 2003. The Internet address is: www.taxjtatejk.ua/fiamajap.

Please e-mail yonr questions to Janis Hales at JinU_halc8@revennejtatEjk.ns or call her at (907) 269-6627.

http://www.taxjtatejk.ua/fiamajap
mailto:JinU_halc8@revennejtatEjk.ns
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A la s k a  O il a n d  G a s  A s s o c i a t i o n

AOGA 121 W. Fireweed Lane, Suite 207 
Anchorage, Alaska 99503-2035 
Phone: (907)272-1481 Fax: (907)279-8114 
Kara Moriarty, President/CEO• p

March 11, 2014

Senator Click Bishop 
State Capitol 
Juneau, Alaska 99811

Re: SB 178. Passenger Vehicle Rental Tax

Dear Senator Bishop,

The Alaska Oil and Gas Association (AOGA) formally supports SB 178, Passenger Vehicle Rental Tax. 
AOGA is the business trade organization representing the majority o f oil and gas producers, explorers, 
refiners, transporters and marketers in Alaska. With 15 member companies, we represent both large and 
small companies with interests on the North Slope, in the Cook Inlet and in the Outer Continental Shelf.

W e understand the Department o f  Revenue has sought to apply the rental vehicle tax retroactively back 
to 2004. Requiring my member companies to pay a 10 percent rental vehicle tax on all leases for the 
past nine years that was not anticipated nor budgeted for essentially results in a retroactive tax increase, 
which further challenges the economics of operating on the North Slope.

SB 178 clarifies and amends the rental vehicle tax to make it clear that the rental vehicle tax does not 
apply to Alaska businesses making long-term rentals to other Alaska businesses. In our mind, this is a 
fair solution for an issue that surely was not intended to hamper economic growth.

We also appreciate the bill’s provision that reduces the minimum gross vehicle weight rating to qualify 
for this exemption from 8,500 lbs to 6,500 lbs. This insures the rental vehicle tax is not applied to 
Alaska businesses engaged in commercial rentals o f  heavy vehicles, many o f  which operate on the North 
Slope, and in support o f  oil and gas operations in the Cook Inlet.

Thank you for introducing this bill and we look forward to providing support for the legislation.

Sincerely,

President/CEO

Cc: Representative Steve Thompson



H e a v y  e q u i p m e n t
R e n t a l s  * S a l e s  ■ S e r v i c e

February 21, 2014

The Honorable Representative Peggy Wilson Representative.Peggy.Wilson@akleg.gov 
House Transportation Committee 
Juneau, AK

Re: HB 314 Passenger Vehicle Rental Tax 

Chairperson Wilson,

I am writing to you in support of House Bill 314. Airport Equipment Rentals, Inc. is the John Deere dealer 
for Alaska and vve are also largest equipment rental company in the state with locations in Deadhorse, 
Fairbanks, Delta Junction, Anchorage and Kenai.

Primarily as a customer service, we offer incidental rental of % ton and one ton trucks to our construction 
equipment customers on the North Slope, largely to the producers and contractors. Most rentals are several 
months in duration and often one or two years.

Coincidentally, we also owned the National-Alamo rental car concession for Fairbanks until May of 2013 
so we are very familiar with and have paid the rental car tax since its inception and continue to do so today 
for our small remaining truck rental business.

The intent of the legislature was to tax short term car rentals to tourists to help fund road maintenance and 
tourism marketing. Recently, the Department of Revenue has retroactively re-interpreted the statute and 
legislature’s intent, specifically with regard to long term rentals of % ton and one ton tracks rented between 
Alaska businesses on private property on the North Slope.

Since we have been paying the tax, this issue has not impacted our company. However, if the bill is not 
passed, the result would likely be Alaska businesses passing the cost on to other Alaska businesses which is 
contrary to the original intent of the tax. Further, some of our competitors would likely be bankrupted 
which would not be positive for the industry or our company as we do not want to invest in the low margin 
track rental business any more than we absolutely have to. We are also concerned about further retroactive 
re-interpretation of the statutes by the Department of Revenue.

Thank you for your time and consideration of my comments regarding HB 314. If you have any questions, 
please call or email Jon Cook at (907)460-7030 or ioncook@aer-inc.net or feel free to call me directly at 
any time.

Regards,

5€raySadIer
•President
(907)388-1356

Cc: House Transportation Committee Members, Rep. Steve Thompson

I f !  J oh n  De e r e

P.O. Box 72578 Fairbanks, A K  99707

mailto:Representative.Peggy.Wilson@akleg.gov
mailto:ioncook@aer-inc.net


R E P S O L

The Honorable Representative Peggy Wilson 
House Transportation Committee 
State Capitol Room 406  
Juneau, Alaska 99801

RE: HB 314 Passenger Vehicle Rental Tax

February 27, 2014

Dear Representative Wilson:

This letter is in support o f your efforts to clarify legislative intent for state tax on rental car use.

Repsol is an oil and gas company exploring new leases in Alaska. We rely on contractors to work on 
our North Slope leases and are concerned that a new interpretation o f  a ten-year-old statute would 
consider vehicles used by our contractors as “rental cars” subject to the Rental Car Tax. Such an 
interpretation would have an immediate and negative impact upon our business.

We do not think it is in the best interest o f  Alaska to add costs to doing business in what is already an 
expensive operating environment. We hope the legislature will recognize this new interpretation runs 
counter to the State’s goals o f  encouraging investment and promoting economic activities that create
jobs.

Sincerely,

Bill H ardham
Alaska Project Manager

Cc*. Representative Thompson

Repsol E&P USA Inc,
38Q0 Centerpolnt Dr., Suite 400 
Anchorage, AK 99S03
te l. 907/375-6900



7000 F-asi Palmer-Wasfla Hity • Primer, A!asfai 5SS-15 Tel. (907) 746-3144 Fax: (007) 746-5557
www.cruzconslruct.com

F e b ru a ry  2 6 ,2 0 1 4

R ep resen ta tiv e  P eg g y  W ilson  
C hair, T ran sp o rta tio n  C om m ittee  
S ta te  C ap ito l R o o m  406 
Ju n eau , AIC 99801

R E : H B  314  P asse n g e r V eh ic le  R en ta l T ax  

D e a r  P eg g y

C ru z  C o n s tru c tio n  Inco rpo ra ted  is an  A lask an  ow ned  business and w e  w o rk  w ith  local 
b u s in esses  all o v er th e  state. Som e o f  o u r  p ro jec ts  req u ire  us to  ren t/lease  v eh ic les  and 
eq u ip m en t fo r o u r m an y  p ro jec ts  to  bu ild  A laska.

W e u n d ers tan d  th e  S tate  o f  A lask a  ren ta l car tax  w as in ten d ed  fo r to u ris ts  ren tin g  cars fo r 
sh o rt te rm  d u ra tion , n o t fo r co n stru c tio n  com pan ies ren ting  w o rk  tru ck s o ver ex tended  
p e rio d s  fo r in d u stria l uses. T h is  10%  ta x  w o u ld  g rea tly  a ffec t co m p an ies  w ho  ren t in  th is 
s ta te  fo r w eek s  e v e n  m o n th s  a t a tim e w o u ld  be c ripp ling  to  th e ir bu d g e ts  and  deadlines.
I t is substan tia l n o t ju s t  fo r m y  busin ess  b u t all businesses locally  in  A lask a  th a t H B  314 
am en d m en ts  w o u ld  b e  an  asset. W e w an t to  m ake it easier to  bu ild  A lask a  in to  a b rig h te r 
fu tu re.

W e lo o k  fo rw ard  to  a qu ick  p assag e  o f  H B 314.

B est,

D av e  C ruz, P re s id e n t o f  C ru z  C om pan ies

http://www.cruzconslruct.com


N A M  C O N STR U C TIO N  C O M P A N Y
aQ  UANTA SEKVICZS COMPANY

February 22,2014

The Honorable Representative Peggy Wilson 
House Transportation Committee 
State Capitol Room 406 
Juneau, AK 99801

Subject: House Bill 314 Passenger Vehicle Rental Tax

Chairman Wilson,

This letter is being written in support of House Bill 314. CONAM Construction Company is a statewide 
General Contractor specializing in oilfield construction and maintenance. Our equipment fleet in the 
state is used primarily in support of our construction operations. Occasionally, we rent heavy 
equipment and vehicles to clients and other third parties, also for use in oilfield services. We do not 
rent equipment or vehicles to the general public for recreational purposes.

We support HB 314 because it will clarify the original intent of the statute which was to tax short term 
vehicle rentals used in the tourism industry in Alaska. It was not intended to tax rentals of vehicles 
from one Alaska business to another Alaska business, which ultimately puts yet another unnecessary 
government tax burden on the local Alaskan economy. The Bill also revises the minimum gross vehicle 
weight limit in the statute from 8,500 lbs. to 6,500 lbs. which will capture the class of vehicles the 
current statute originally intended.

If the statute isn’t clarified through the passing of House Bill 314, there will be a substantial negative 
impact on many Alaska oilfield service companies. The Department of Revenue has only recently 
tried to collect vehicle rental taxes, penalties and interest dating back to 2004 from oilfield contractors 
not previously considered applicable under the statute. Why now? I ask for your support in passing

Thank you for your consideration and if you need further information from CONAM Construction 
Company, please contact me at dkissee@conamco .com or by phone at 907-278-6600.

Very truly yours,
CONAM CONSTRUCTION COMPANY

301 W. Northern Lights Blvd., Suite 300 • Anchorage, Alaska 99503 • Phone: 907-278-6600 • Fax: 907-278-4401

HB 314.

Dale Kissee 
President

Cc: Representative.Steve.Thompson@akleQ.Qov

mailto:Representative.Steve.Thompson@akleQ.Qov


February 20, 2014

The Honorable Representative Peggy Wilson 

House Transportation Committee 

State Capitol Room 406 

Juneau, Alaska 99801

Re: HB 315 Passenger Vehicle Rental Tax

Chairperson Wilson,

Chumley's Corporation Inc. is a construction contractor working in various locations within the State of 
Alaska.

We are in support o f House Bill 314 because, as a small business owner, not having the ten percent 
charge translates to  a few more critical dollars to support the going concern. We also rely heavily on 

activity from the oil industry and, as a company, we fear the consequences to our business if legislature 

does not uphold the initial intent of the vehicle tax, which was to charge this tax to tourists, and not 
Alaskan businesses.

We hope that legislature will support this bill and promote the growth of economic activities in our great 

State o f Alaska.

Thank you for considering my comments regarding House Bill 314. If there are any concerns or 

questions regarding my support, please contact me at 907-252-5169.

Bes' " 1

Elton McGahan 

Managing Member

Cc: Representative Thompson



February 21, 2014

Construction

Environmental

Materials

P.O. Box 70668 

Fairbanks, AK 99707 

Phone: 907.452.2512 

Fax: 907.452.1067 

www.bricecompanies.com

The H onorable Representative Peggy W ilson  
House Transporta tion Com m ittee 
State C ap ito l Room 406
Juneau, A laska 99801 Representative.Peggv.W iison@ akleg.goy

RE: H B 3 14 Passenger V eh ic le  Rental Tax

Chairperson W ilson:

I am w r it in g  to you in support o f  House B il l  314. B rice  Companies have been p rov id ing  
c iv il  construction, m arine services, equipm ent rentals and quarry m ateria ls in  the State o f  
A laska  fo r  over 50 years.

O ur B rice  E quipm ent d iv is ion  provides arctic grade support equipm ent to  the o il and gas 
and construction industries. W e have o ffices in Fairbanks and Deadhorse. B rice  
E qu ipm ent hosts a flee t o f  m ore than 300 pieces o f  equipment.

W e understand the in ten t o f  the leg is la tion passed in  2003 was to  tax  short term  car 
rentals to  tourists to  help fund road maintenance and prom ote tourism . The leg is la tion 
sp e c ifica lly  was to have no e ffec t on A laska  businesses on private  property  on the N orth  
Slope. W e price our rental rates to  be com petitive  and the current in terpretation o f  this 
ex is ting  leg is la tion  causes s ign ifican t adm in istra tive and financ ia l burden to  our A laskan 
equipm ent renta l d iv is ion .

Thank you  fo r  you r tim e  and consideration o f  m y comments regarding House B il l  314.

I  am w il l in g  to te s tify  on th is matter. I f  you have any questions regarding m y  support, 
please contact me at m y o ffice  907-452-2512 or on m y m obile  num ber 907-978-3000.

President

Cc: Representative Thom pson Representative.Steve.Thompson@ akleg.gov

http://www.bricecompanies.com
mailto:Representative.Peggv.Wiison@akleg.goy
mailto:Representative.Steve.Thompson@akleg.gov


e tr o le u m

February 20, 2014

The Honorable Representative Peggy Wilson 

House Transportation Committee 

State Capitol Room 406  

Juneau, Alaska 99801

Re: HB 314 Passenger Vehicle Rental Tax

Chairperson Wilson,

Alaska Petroleum Products is a company that started in 2011 and provides petroleum products to  

various customers, focusing mainly on the Kenai Peninsula and Prudhoe Bay areas.

As a young and growing company, the burden of an additional tax could be devastating and greatly 

affect our ability to operate.

W e rely on the rental industry to provide part of our fleet that allows us to transport our products to our 

customers. With the addition of a 10% tax added to our expense of renting from our local vendors, it 

adds up to critical dollars that could be better spent in the operation of our business.

It is our understanding that the vehicle tax bill's original intent was for the purpose of collecting 

revenues from tourism, not the local Alaskan business that are already supporting the State of Alaska.

Thank you for considering my comments regarding House Bill 314. If there are any concerns regarding 

my support, please contact me at 907-748-7958.

Best Regards.

Wayne Wong 

Managing Mem ber 

Cc: Representative Thompson 

PO Box 2656 Kenai Alaska 99611



t

Alaska Auto Dealers Association
P.O. Box 201305, Anchorage, Alaska 99520-1305

February 20,2014

The Honorable Senator Peggy Wilson 
House Transportation Committee 
State Capitol Room 9 
Juneau, Alaska 99801

Re; House Bill 314, Passenger Vehicle Rental Tax 

Dear Representative Peggy Wilson,

Thank you for hearing HB 314 .1 am pleased to inform you that the Alaska Auto Dealers 
Association (AADA) fully supports this legislation and hopes for its quick passage.

The AADA is very familiar with the Rental Car Tax and its legislative histoiy. HB 314 clarifies 
the original intent o f the legislature that was to tax outside visitors and tourists to help raise fund 
for road maintenance and tourism marketing.

We are very concerned that recent retroactive re-interpretation o f the tax by the Department of 
Revenue towards equipment leasing companies operating predominantly on the North Slope 
could have significantly adverse impact on those companies. Those companies are significant 
long-term customers o f our member dealers.

HB 314 will clarify and enshrine the original intent of the rental car tax. More importantly, it will 
insure that Alaskan leasing companies can continue to do business with Alaskan auto dealers.

Thank you for your time and consideration o f our comments supporting House Bill 314.

Sincerelv.

Marten Martensen 
President

cc: Representative Steve Thompson



February 21, 2014
A L A S K A N  O W N E D  &  O P E R A T E D  S IN C E  1944

The Honorable Representative Peggy Wilson Representative.PeRgy.Wilson@akieg.Rov 
House Transportation Committee 
State Capitol Room 406 
Juneau, Alaska 99801

Re: HB 314 Passenger Vehicle Rental Tax

Chairperson Wilson,

I am writing to you in support of House Bill 314.

• I am the Vice President and minority owner of Alaska Saies and Service, Inc, which has the following 
companies under it’s umbrella: Alaska Sales & Service -  Anchorage, Alaska Sales & Service -  Palmer, 
National Car Rental, Alamo Car Rental, and Alaska General Credit Corporation. Since 1944, Alaska Sales & 
Service has been serving Alaskans automotive needs with New and Used vehicle sales, vehicle servicing, 
vehicle parts, vehicle body shops, vehicle financing, and vehicle rentals. We currently employ over 220 
Alaskans in Anchorage and Mat-Su Borough.

• I am in full support of HB 314 for the following reasons:
o The bill clarifies the original intent of the legislature when the Rental Car Tax was passed, 
o The intent of the lawmakers was not to tax Alaskan businesses doing business with other Alaskan 

Businesses, the intent of this tax was always targeted towards having outside visitors and tourists help 
raise funds for tourism related marketing funding

314 is not passed it will result in:
A direct pass-through tax by customers of my business when this was clearly never intended to be a 
tax on Alaskan Businesses.
Our customers likely purchasing vehicles and keeping them in service longer, rather than replacing 
them with newer more fuel efficient models that have cleaner exhaust emissions.

Thank you for your time and consideration of my comments regarding House Bill 314.

I am willing to testily on this matter. If you have any questions regarding my support, please contact me at 907-265- 
7550.

Vice Preslde/c
Alaska Sales and Service, Inc.

Cc: Representative Thompson Represe ntative.Steve.Thompson@akleR.RQV

• If HB
o

o
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ASSOCIATED GENERAL CONTRACTORS of ALASKA

8005 SCHOON STREET, SUITE 100 o ANCHORAGE, ALASKA 99518 
TELEPHONE (907) 561-5354 • FAX (907) 562-6118

February 25, 2014

Representative Peggy Wilson 
Chair, House Transportation Committee 
State Capitol Room 406 
Juneau AK, 99801

RE: HB 314 Passenger Vehicle Rental Tax

The Associated General contractors ot Alaska (AGC) is a trade association representing 
over 650 Alaskan businesses in the construction industry. I am writing to you in support 
of House Bill 314.

At the time the original legislation passed in 2003 as House Bill 271,1 was Deputy 
Commissioner of DOT, and involved in the passage of a number of other revenue 
generating bills. I recall the discussion on the bill HB 271, that would impose an excise 
tax on short-term passenger and recreation vehicles. There was never any intent that 
this would apply to heavy vehicles and longer term leases. In fact, I recall conversation 
that they would not be included.

I am concerned that recent interpretation of the statute and tax by the Department of 
Revenue towards equipment leasing companies and the retroactive application could 
have significantly adverse impact on those companies. HB314 will clarify the original 
intent of the rental car tax.

The Associated General Contractors fully supports this legislation and hopes for its 
quick passage. Thank you for hearing HB314.

Dear

Sincerely,

JpKn MacKinnon, Executive Director 
Associated General Contractors of Alaska



SOLSTENXP
406 W est Fireweed Lane, Anchorage, AK 99503

February 20, 2014

The H onorable Representative Peggy W ilson  Representative.Peggy.Wilson(a>akleg.gov 
House Transportation C om m ittee 
State C ap ito l Room  406 
Juneau, A laska 99801

Re; H B  314 Passenger V eh ic le  Rental Tax

Chairperson W ilson,

I  am w r it in g  to you  in  support o f  House B il l  314.

•  W e provide w ork fo rce  and expertise to A laska businesses. Through consulting, s ta ffing  and 
engineering services w e enable independent operators to  explore and produce A laskan resources.

•  I support th is b i l l  because i t  c la rifies the in tent o f  the o rig ina l legislation.

o The b i l l  c la rifies  the o rig ina l in tent o f  the legislature when the Rental Car Tax was 
passed.

o The in ten t o f  the lawmakers was a tax directed at tou ris t a c tiv ity  to  support tourism  
related expenditures. The in ten t was no t to  fu rther increase the cost o f  do ing business in  
A laska.

•  I f  th is  b i l l  is no t passed, the resu lt w i l l  be a pass through tax to  the patrons o f  m y business and an 
increase to  m y  operating cost to  adm inister the tax.

Thank you fo r you r tim e  and consideration o f  m y comments regarding th is  House B il l  314. I f  you  have 
any questions regarding m y support, please contact me at 279-6900.

Best regards.

W il l  M cK enzie , C on tro lle r

Cc: Representative Thom pson Representative.Steve.Thompson(5)akleg.gov



A l a sk a  C h a m b e r

February 24, 2014

The Honorable Peggy Wilson 
Chairman, Transportation Committee 
Alaska House of Representatives, Capitol Room 
Juneau, AK 99801

Re: House Bill 314 Vehicle Passenger Rental Tax 

Dear Chairman Wilson,

The mission of the Alaska State Chamber of Commerce (Alaska Chamber) is to promote a 
positive.business environment in Alaska. The Alaska Chamber represents hundreds of 
businesses, manufacturers and local chambers from across Alaska. Our members support 
legislation that updates and clarifies laws, provides regulatory certainty, and that generally 
improves Alaska's business climate. The Alaska Chamber supports the swift passage of 
House Bill 314 (HB 314).

HB 314 clarifies that the Vehicle Passenger Rental Tax enacted in 2003 does not apply to 
commercial long-term rentals among businesses in Alaska. The original legislative intent 
was to levy a tax on visitors using the State of Alaska's road system and infrastructure. 
Since the effective date of the law, rental car companies have collected the tax upon 
rental and submitted it to the State. Until recently, the Department of Revenue only 
applied this tax to rental car companies.

There are enough challenges to doing business in Alaska without uncertainties presented 
by inconsistent enforcement of the law. HB 314 updates and clarifies the Vehicle Rental 
Passenger Tax law that w ill provide regulatory certainty for Alaska businesses not in the 
vehicle rental business. We urge passage of HB 314 during the 28th Alaska Legislative
Session.

Sincerely,

Rachael Petro 
President/CEO

Cc: Representative Steve Thompson

471 W. 36 th Ave., Suite 201, Anchorage, AK 99503 * (907) 278-2722 * aiaskacham ber.com



▲ C O F F M A N
J m k  N G I N E E R S

February 24, 2014

The Honorable Representative Peggy Wilson Representative.Peggy.Wilson@akleg.gov
House Transportation Committee 
State Capitol Room 406 
Juneau, Alaska 99801

Re: HB 314 Passenger Vehicle Rental Tax

Dear Chairman Wilson,

Coffman Engineers, Inc. (Coffman) is a multidiscipline engineering firm that has been in 
business in Alaska since 1979. Our firm is deeply rooted in the State and we are dedicated to 
justly perpetuating its economy. To this end, I am writing you in support of HB 314 Passenger 
Vehicle Rental Tax.

The HB 314 Passenger Vehicle Rental Tax clarifies the original intent of the legislature in regard 
to the initial passing of the Rental Car Tax. The intent was not to tax Alaskan businesses for 
commerce with fellow Alaskan businesses; the intent was to raise funds from outside visitors 
for marketing related funding for tourism.

If this Bill is not passed, the result will be a direct pass-through tax by vendors of my business 
when this was clearly never the intent of the legislature. This will be a huge detriment to all 
Alaskan businesses and more importantly, costly to our local economy.

Thank you for your time and consideration of my comments regarding my support of HB 314 
Passenger Vehicle Rental Tax. Please note that I am willing to testify on this matter. If you have 
any questions, please contact me directly at Coffman (800 F Street Anchorage, Alaska 99501. 
Phone: 907.276.6664. Email: gries@coffman.com).

Sincerely,

Cc: Representative Thompson Representative.Steve.Thompson@akleg.gov

mailto:Representative.Peggy.Wilson@akleg.gov
mailto:gries@coffman.com
mailto:Representative.Steve.Thompson@akleg.gov
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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-EIGHTH LEGISLATURE - SECOND SESSION

BY THE HOUSE TRANSPORTATION COMMITTEE

Offered: 4/2/14 
Referred: Finance

Sponsor(s): REPRESENTATIVE THOMPSON

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to the passenger and recreational vehicle rental taxes; and providing 

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.52.010 is amended to read:

Sec. 43.52.010. Levy of passenger and recreational vehicle rental tax. There 

is imposed an excise tax on the charge for the lease or rental o f a passenger or 

recreational vehicle in this state [IF THE LEASE OR RENTAL OF THE 

PASSENGER VEHICLE DOES NOT EXCEED A PERIOD OF 90 CONSECUTIVE 

DAYS],

* Sec. 2. AS 43.52.010 is amended by adding new subsections to read:

(b) A lease or rental is exempt from the tax imposed under (a) o f this section if

( 1) the initial lease or rental contract is for a period of 28 days or more;

(2 ) the initial lease or rental contract is in writing; and

(3) the lease or rental contract is not terminated before the expiration

CS FOR HOUSE BILL NO. 314(TRA)
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1 of 28 days.

2 (c) An extension of a lease or rental that is exempt under (b) of this section is

3 exempt if  the extension is agreed upon before the expiration o f the initial 28-day lease

4 or rental period and there is no break between the initial period and the period o f the

5 extension.

6 * Sec. 3. AS 43.52.020 is amended to read:

7 Sec. 43.52.020. Rate o f [PASSENGER] vehicle rental tax. The rate o f the

8 tax levied in AS 43.52.010 is

9 £11 10 percent of the total fees and costs charged for the lease or rental

10 o fa  [THE] passenger vehicle^

11 (2) three percent o f the total fees and costs charged for the lease or

12 rental o f a recreational vehicle.

13 * Sec. 4. AS 43.52.030 and 43.52.040 are repealed.

14 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

CSHB 314(TRA) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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P eteK btt
Speaker o f th4 House

Sponsor Statement 
• for 

House BUI 271

InUrim: (Jtmt-Dec) 
716 West 4tlt Avenue, Suite 600 

Anchorage, Ak9950l4l33  
' ' 1907) 269-0155 

. (907) 269-0154 Fa*

“An Act levying and providing fo r the collection and administration o f an excise tax on 
passenger vehicle rentals; 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 die United States since September 11,2001, 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 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 vehictes exacerbate the heed for road .maintenance and repair and conduces interest 
in. construction pf toads into other potential tourist destinations.

House BiU 271 is a way for the.State to raise revenues that could be used for road and 
;highway maintenance, repair, and corutractJoh. as well as contributed to the tourism 
industryftu promotion arid marketing. . This bill would levy a 15 percent tax on the 
amoimt cHarged for the lease or rental of^a passenger vehicle, exempting government 

. employees, and would putuson a par with other states’ taxes on rentals. House Bill 271 
ha* the potential of t&ngihg $7.5 million annually to the State.



R E L E V A N T  EX CER PTS FROM  T H E  LEGISLATIVE H ISTO R Y

H ou se  Bill 271 — Passenger M otor V ehicle T ax

1. Sponsor Statem ent for H B  271 — Pete Kott “The travel industry is the second largest
private-sector industry in Alaska. There were 1.6 million visitors to  the state in 2002—  
tw o visitors for every residen t.. ..The majority o f visitors to Alaska come by cruise ship 
o r domestic flight, and many o f  these visitors rent passenger 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. 
H ouse 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 contribute to the tourism 
industry for prom otion and m arketing.. ..At a time when State governm ent spending 
m ust be decreased in order to  balance the budget, those w ho benefit from  State services 
must, concurrently, contribute to the support o f  those services.”

2. C SH B 271, SLA 2003, A N  ACT Levying and providing for the collection and
adm inistration o f  excise taxes on the rental o f  passenger and recreational vehicles usable 
on  highways and vehicular ways.

3. F iscal N o te  1 and Sectional Analysis to H B  271 (4 /2 4 /2 0 0 3 ). “AS 43.52.030 
im poses the tax on the lessor, and the tax m ust be rem itted as required by the 
departm ent in regulations.” Id. at 2. (Precludes failure-to-collect penalty) “This legislation 
w ould im pose a 15% tax on the rental o f  m otor vehicles, predominantly passenger cars 
and trucks, bu t also motorcycles. Trucks that do no t fall within the commercial vehicle 
classification would be subject to tax. This would likely include some o f the smaller 
trucks leased by self-service moving companies.” Id. “Passenger vehicles leased for more 
than 90 consecutive days are exem pt from the tax. This would exclude passenger cars 
leased by individuals and businesses for long-term use as an alternative to the purchase o f 
a vehicle. The department, however, interprets the bill to require that the rental m ust 
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 o f  the tax to the rental.” Id. 
“T he D epartm ent expects it will need the equivalent o f 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 .” Id. at 4.

4. F iscal N o te  2 to H B  271 (5 /7 /2 0 0 3 ). Tax rates reduced to: 10% passenger vehicle, 3% 
RV. “In addition, we would expect to conduct taxpayer outreach and education efforts 
to  help start this new program .” Id. at 2.

5. M inutes, H ou se  Special C om m ittee on Ways & M eans, H B  271 (4 /22 /2003).
“Rep. K ott [sponsor] pointed out that 80% o f the tax will be paid by non-Alaskans. 
Usually, it is when travelling on business or when the car is in the shop and an insurance



company pays for the rental.” Id. at 4. “This is one way to im pose a small tax on Alaskans 
w ho may rent a car, although in m ost cases, Alaskan’s will no t be affected. Rep. K ott 
stated he does no t believe there will be any loss o f  tourism  as a consequence o f 
im plem enting this tax. Tourists who com e to  Alaska ren t vehicles, recreate, and 
participate in various activities. T he state does not im pose any tax on tourists at this 
point.” Id. at 6. “In  fact, with this legislation the state would receive a small am ount o f 
money, $ 5 - 1 0  million, which could be used to  offset some o f the damage to roads and 
parks by tourism .” Id. at 7. “Rep. K ott pointed to the fiscal note and said that the details 
are comprehensive. H e com m ented that there are entities in the tourism field that are 
cognizant o f  this bill and other measures that will generate m oney from non-Alaskans 
w hether they are working on the N orth  Slope or visiting as a tourist.” Id. at 9. “Rep. 
K ott cautioned the members w ho m ight propose a change in the definition o f 
commercial vehicles or exemptions to be aware o f  the potential conflict a change might 
have in municipalities and the confusion that might follow with rental car companies.” 
Id. at 10.

6. M inutes, H ou se  Special C om m ittee on W ays & M eans, H B  271 (4 /23 /2003).
“Rep. Rokeberg pointed out that w hen Alaskans are polled regarding revenue 
enhancement, one suggestion is to get the visiting public to pay. Therefore, this 
legislation appears to  be a vehicle that allows for that.” Id. at 10.

7. M inutes, H ou se  Special Com m ittee on Ways & M eans, H B  271 (4 /24 /2003).
“Co-Chair Hawker [explained that]... [n]othing in this bill in any way prohibits the lessors 
o f  the vehicles from  collecting the excise tax from  the consumers.” Id. at 5. (Suggests that 
tax is im posed on lessor and failure-to-collect penalty would no t apply).

8. M inutes, H ou se  Finance C om m ittee, H B  271 (4 /25 /2003).
“Representative Stoltze asked whether this m ight be detrimental to the tourism industry. 
Mr. Knauss [staff representative for Rep. K ott, bill sponsor] responded that they would 
like to see tourists pay their fair share.” Id. at 13. “Co-Chair Harris asked whether the bill 
allowed for Alaska residents to be excluded from the rental car tax. Mr. Knauss stated 
that the only exem ption was for governmental employees.” Id. at 14. “Representative 
K o tt indicated that the intent language tax revenue might be directed towards tourism 
marketing. H e stated that he would like to see some o f the tax return to the industry.” 
Id. “Rep. Stoltze asked whether they had considered a seasonal tax, effectively exempting 
Alaskans from  rentals during non-tourist season. Rep. K o tt maintained that a seasonal 
tax would no t be cost effective. H e added that the bill would no t affect Alaskans since 
m ost Alaskans did no t need a rental car in the state for extended periods o f time, with 
the exception o f  state governm ent work, which is exempted.” Id. at 15. “Vice-Chair 
Meyer asked for a breakdown o f car rentals for the business sector and the tourism 
industry. Mr. Zim m erm an [AVIS Rep] responded that the true tourist business 
comprised 60% o f  the summer business. D uring winter, O ctober to late April, the bulk 
o f  business is corporate.” Id. at 17.
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9. M inutes, H ou se  Finance C om m ittee, H B  271 (5 /7 /2 0 0 3 ).
Proposing am endm ents from  W&M and H ouse Finance Versions which “clearly spell 
out that the tax should no t be charged on top o f other [i.e. municipal] taxes.” “Mr. 
Persily [Dep. C om m ’r, D ept. Rev.] noted that the substance o f the bill remains the same 
and would place a 10% tax on passenger vehicles and pick-up trucks.. . .” Id. at 3. “Co- 
Chair Williams agreed with the sponsor that the am endm ent would no t work well.” Id. at
4. “Rep. H aw ker.. .maintained that the legislation [without the proposed amendment] 
would bring Alaska in line with the average national levels. H e stressed that this wonlrl 
be a tax on business corporate users. Less is no t more when attempting to balance the 
overall budget. H e stated that he would oppose A m endm ent #1  [limiting am ount o f tax 
state could collect on top o f  municipal tax].” Id. FAILED. RE: A m endm ent # 2  -  tax 
collectable only if  $10m are allocated to tourism marketing. “Rep. Croft explained that 
part o f the justification for the bill was that it is needed for tourism marketing funding. 
A m endm ent #  2 stipulates that if  the appropriate level o f  $10m has no t [sic?] been met 
then than the tax could be collected, otherwise it could no t be.” Id. at 5. FAILED.

10. M inutes, H o u se  Rules C om m ittee, H B  271 (5 /10 /2003). RE: A m endm ent #1 -  state 
tax stacked on top  o f  municipal taxes cannot exceed 10%. FAILED  at pg. 27.

H ou se  Bill 347 — Taxicab E xem ption

1. Sponsor Statem ent for H B  347 — Pete Kott “House Bill 347 has been introduced 
specifically to exclude a taxicab from  the definition o f  “passenger vehicle” in statute, 
thereby exem pting taxicab rentals from  the vehicle rental tax. Last year, HB 271 was 
passed with the in tent to levying excise taxes on the rental o f passenger and recreational 
vehicles usable on highways and vehicular ways. This im posed a substantial and 
confusing burden on owner-lessors o f  taxicabs who would be required to collect from 
the taxicab drivers. This was a technical and unintended application o f  the Vehicle 
Rental Tax to commercial taxicab lease transactions.”

2. Ch. 29 SLA 2004, H B  347 (Taxicab Exem ption) Includes repayment provision.

3. Fiscal N o te  to H B  347 (1 /16 /2004) “This bill will specifically exem pt cab drivers who 
rent or lease their taxi cabs to  taxi cab drivers from the vehicle rental tax. W hen the 
vehicle rental tax was initially proposed, the D epartm ent o f  Revenue’s projected revenue 
am ount o f  $lm illion in 2004 and $6 million in fiscal years thereafter did no t include 
revenues from  the rental or lease o f  taxicabs. Therefore, if  taxi cab rentals and leases are 
exempted from  the vehicle rental tax, there will be no change in the projected vehicle 
rental tax revenues as originally estimated by the D epartm ent.”

4. Fiscal N o te  to A m endm ent #1 to H B  347 (3 /31 /2004) (exempting certain trucks in 
addition to  taxicabs) “This bill will specifically exempt cabs and vehicles used exclusively
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for the hauling or delivery o f  cargo from  the vehicle rental tax. W hen the vehicle rental 
tax was initially proposed, the D epartm ent o f  Revenue’s projected revenue am ount o f 
$1 million in 2004 and $6 million in fiscal years thereafter did no t include revenues from 
the rental o f  taxicabs or vehicles used exclusively for the hauling or delivery o f  cargo. 
Therefore, if  taxi cabs and vehicles used exclusively for the hauling o r delivery o f  cargo 
are exem pted from  the vehicle rental tax, there will be no change in the projected vehicle 
rental tax revenues as originally estimated by the D epartm ent. However, since these two 
types o f  vehicle rentals are currently subject to the tax, there will be a reduction in 
potential revenues due to the exem ptions provided for in this bill. W e have no t 
estimated the change in revenues from the taxi cab exemption. We have estimated the 
reduction from  vehicles used exclusively to  haul cargo will be approximately $400,000 
per year.” See A ttached Spreadsheet: 'Estimated Yearly Truck Rental Revenues in A laska  
Rented for Under 91 Days. “N ote 1: Company 1 has recently decided to get out o f the 
leasing business because o f  the administrative burden caused by the Vehicle Rental Tax. 
It is the largest rental business o f commercial vehicles on the N orth  Slope. The trucks 
are rented out o f  a ‘pool’ and the lease periods are usually under 91 days, bu t over 30 
days.”

5. M inutes, H ou se  Finance C om m ittee, H B  347 (1 /29 /2004). “Rep. Croft moved to 
A D O P T  A m endm ent #1  [to HB 347].... H e noted that vehicles over 10,000 lbs would 
be exem pt not only the ones over 26,000 lbs primarily used commercially. The 
am endm ent removes a narrow  category o f trucks and provides a ‘tighter’ definition.” Id. 
at 5. “Rep. C roft corrected, A m endm ent #1 does not address the U-Haul issue, but 
primarily changes the 26,000 lbs to the 10,000 lbs limit. A new class o f  trucks would be 
exem pt and it would solve the concern brought forward by the Trucking Association. 
H e added, apparently, U-Hauls do no t fit into the commercial m otor vehicle category.” 
Id. “Vice-chair Meyer asked w hat type o f  trucks were being addressed in the amendment. 
Rep. Croft did no t w ant to  exempt big 6,000 — 7,000 lbs vehicles. The bill would no t 
change that as it only affects those between 10,000 and 26,000 lbs.” Id. “Co-Chair 
Williams rem inded m em bers that the intent o f  the legislation was to help taxi cab drivers. 
H e was concerned with changing language in the bill.” Id. A m endm ent Failed. 
Considering A m endm ent #1 to HB 347, which would exempt commercial vehicles over 
10,000 lbs (targeting commercial trucks) in addition to  taxis, “Co-Chair Harris asked if 
the bill would tax semi-trucks or trailers used for commerce in the 10,000 lbs — 26,000 
lbs range. Ms. Stancliff [staff representative for Rep. K ott, sponsor o f  HB 271] did not 
believe they would be taxed. She noted that the D epartm ent o f  Revenue provided 
inform ation regarding the 10.000 lbs — 26.000 lbs range with a small num ber o f  vehicles 
falling into it such as the Ford F-350 and the Ram 3500. There are a small num ber o f 
commercial pick-ups on the N orth  Slope that fall into that category, as do the U-Hauls. 
She did no t know  about semi-trucks or flatbed trucks and recom m ended that the 
D epartm ent o f  Revenue answer that question.” Id. at 6. Co-Chair Harris asked Janis 
Hales, D ept, o f  Rev., Anchorage, w hether a semi-truck rented w ithout the trailer, 
weighing less than 26,000 lbs, would be taxable under HB 271. “Ms. Hales stated that if
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only the semi was rented, it would be taxable as the law is currendy written. Co-Chair 
H arris clarified that if  the vehicle was used to haul commerce around the State, would 
then be taxed. Ms. Hales reiterated that it would as the bill is currendy w ritten.” Id. at 7. 
“Representative Croft pointed out that A m endm ent #1 [exempting vehicles over 10,000 
lbs] addresses no t only poundage but also the concern for ‘commercial purposes.’ He 
believed that A m endm ent #1 could provide a ‘fix.’”

6. M inutes, Senate Finance C om m ittee, H B  347 (3 /9 /2 0 0 4 ). “It was n o t the intent of 
the original bill to negatively im pact small businesses.” Id. at 17. “Senator Bunde pointed 
ou t that the passenger car rental tax applies to everyone renting a car, including Alaska 
residents.” Id.

Senate Bill 174 — U -H au l/T ru ck  E xem ption

1. Ch. 1 SLA 2006, SB 174 Excluding “rental truck” from the definition o f  “passenger 
vehicle” : “in this subparagraph, ‘rental truck’ means a m otor vehicle with a gross vehicle 
weight rating greater than 8,500 pounds that is designed, used, o r maintained primarily 
for the transportation o f  personal property.”

2. M inutes, Senate Transportation C om m ittee, SB 174 (4 /19 /2005 ). “Deborah 
G rundm an, staff to Senator Huggins, said: ... Senate Bill 174 was introduced to  correct 
an unintended consequence o f  legislation passed in 2003. In 2003 the Alaska Legislature 
passed HB 271 as a tourism  based tax on passenger rental cars and recreational vehicles. 
T he purpose o f  the tax was to tax visitors using our road system, not local citi2ens. 
...Senate Bill 174 will ensure that the tax applies m ore specifically to the intended target 
o f  visitors renting passenger vehicles and recreation vehicles.” ... “ Chair Huggins asked 
how  he [president o f  U-Haul Alaska] how he was told he was supposed to collect the tax. 
Mr. Norris answered that the D epartm ent o f  Revenue contacted his accounting firm.” Id. 
at 5. “Senator Therriault asked if standard pickup trucks are taxed. Mr. Norris said that 
standard pickup trucks w ould still be taxed if  this bill were to  pass since they weigh less 
than 8,500 pounds, which is the exception limit.” Id.

3. M inutes, Senate F inance C om m ittee, SB 174 (4 /2 6 /2 0 0 5 ). “Senator Charlie 
Huggins, Sponsor o f  the bill, testified that in 2003, a consequence o f  the rental vehicle 
passenger tax legislation im posed the tax to rental vehicles used to m ove personal 
property. H e was told this was no t the in ten t o f the bill and concluded it reasonable that 
U-Haul type vehicles are not in the same category as rental cars. H e detailed the types of 
vehicles used for hauling.” Id. at 2.

4. M inutes, H ou se  Finance C om m ittee, SB 174 (5 /3 /2005). “SEN A TO R  H U G G IN S, 
SPON SOR: [T]he Legislature passed HB 271 as a tourism -based tax on passenger rental 
cars and recreational vehicles. The purpose was to tax visitors using the road system, not 
local citizens.... Senator Huggins added that the D epartm ent o f  Revenue has assessed

-5-



the tourism-based tax on all rental vehicles, including trucks less than 26,000 pounds. 
Interpretation o f  the law has resulted in a 10% tax applied to businesses and citizens 
renting trucks.” Pg. 7.

5. Fact Sheet for SB 174 “Benefits: Prevents Alaskans from  paying a tax intended for 
tourists.” “The legislation ensures only visitors, no t Alaskans, pay the tax.”

H ou se  Bill 56 -  M otorcyle E xem ption

1. Ch. 8 SLA 2013, H B  56. A N  ACT Excluding motorcycles and m otor-driven cycles from 
the passenger vehicle rental tax.

2. Sponsor Statem ent (R ep L indsey H olm es): In 2003, the legislature passed a m otor 
vehicle rental tax for rental cars. Motorcycles were unintentionally included in that law. 
D uring the 2003 hearings, motorcycles were never considered and the D epartm ent o f  
Revenue did n o t collect the tax until several years after the law became effective. Passing 
this legislation corrects the accidental inclusion o f  motorcycles to the existing rental 
vehicle tax.

3. 2013 H ou se  Transportation C om m ittee M eeting: JO H A N N A  BALES, D eputy 
Director, Tax Division, Anchorage Office, D epartm ent o f  Revenue (DOR), stated the 
purpose o f  the M VRT was to collect tax on vehicles that were driven and licensed for 
use on public highways. It does no t encompass snowmachines or recreational vehicles 
(RVs), bu t after some detailed review o f the law - also reviewed by the D epartm ent o f  
Law (DOL) - motorcycles are currendy included and are taxed. In response to  Chair 
Wilson she agreed this bill would remove motorcycle from  the definition o f  a passenger 
vehicle.

4. 2013 H ou se  Finance Com m ittee M eeting: M ATT FO N D E R , TAX D IV ISIO N , 
D E PA R T M E N T  O F REV EN U E, A N C H O R A G E (via teleconference), replied that 
that he did no t know. H e explained that the departm ent had one person that worked 
with all o f  the Vehicle Rental Taxes in the state which made it difficult to break down 
how m uch time was spent on motorcycles alone.

5. 2013 Senate Transportation Committee Meeting: JO H A N N A  BALES, D eputy Director, 
Tax Division, Alaska D epartm ent o f  Revenue, said when the original vehicle rental tax 
was passed, motorcycle rentals weren't recognized; once that was discovered they spoke 
with the D epartm ent o f  Law who said that motorcycles do fall under the definition o f  a 
"passenger vehicle." So they reached out to the companies and brought them into 
compliance. Based on m ost other taxes the state brings in, this is fairly insignificant and 
is a bit difficult for the rental car companies. They have no official opinion on the bill, 
bu t at the same time they w ant to provide as much inform ation as they can and believe it 
is an "immaterial am ount o f revenue."



2013 Senate Finance Committee Meeting: Mr. W aldo [Rep. H olm es’ staff] responded 
that the concept was introduced by the motorcycle rental businesses. The D epartm ent o f 
Revenue had only decided a few years prior to tax the businesses, which had been a 
surprise to the industry. The departm ent had originally asked for back taxes for the 
previous 19 years that they had been collection the passenger vehicle rental tax, but had 
decided against the punitive measure.
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CS House Bill 314
Sectional Analysis
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(1) Section 1 A m ends AS 43.52.010 and consolidates two existing sections, regarding the 
terms “recreational” and “passenger” into one section. Except for the tax rates, the 
factors are the same for both types o f  vehicles.

(2) Section 2 A m ends AS 43.52.010 by reducing the term from 90 days to 28 days, for 
which a lease o r rental is exempt from  the rental vehicle tax. I t also clarifies that all 
renewals and extensions o f a vehicle lease are included when determining if  a lease is 
m ore than 28 days and, therefore, exem pt from  the rental vehicle tax, as long as no 
time has lapsed between the initial end date and the period o f  extension.

(3) Section 3 Amends AS 43.52.020 to again consolidate the terms “recreational” and 
“passenger” to better organize the statute. This section clearly states that passenger 
vehicles are taxed at 10% and recreational vehicles are taxed at 3%.

(4) Section 4 Repeals AS 43.52.030 and AS 43.52.040 because they are no  longer needed 
due to the changes made in Sections 1 and 3 together.

(5) Section 5 Provides for an immediate effective date.
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In 2003, the legislature passed a rental vehicle tax intended to raise revenue from tourists using 
rental cars on the state’s road system. The rental car companies collect the tax, from the 
customer, when the vehicle is rented and then submit that tax to the state.

For the first nine years of the rental vehicle tax, the Department of Revenue did not apply the tax 
to Alaskan companies engaged in the long-term leasing of heavy vehicles to other Alaskan 
businesses. In 2010, however, DOR began an attempt to collect the rental vehicle tax from 
Alaskan businesses who may not be involved in the visitor industry and do not rent to tourists. 
Some companies had long-term leases, mostly of heavier vehicles, with other Alaskan 
businesses.

In order to clarify the intent of the rental vehicle tax, House Bill 314 amends the statute to clarify 
that the rental vehicle tax does not apply to Alaskan businesses making long-term rentals to other 
Alaskan businesses.

Specifically, HB 314:

1. Reduces from 90 days to 28 days the term of a rental that is exempt from the tax.
2. Better organizes the statute by consolidating the terms “passenger” and “recreational” into 

the same section.

Please join me in supporting this needed change to the passenger vehicle rental tax law.
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