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HB 115 AIRPORT CUSTOMER FACILITY CHARGES
"An Act relating to charges paid or collected by users or occupants of an airport facility owned or controlled by the state; and providing for an effective date."
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Text Version - Airport Customer Facility Charges<br>Sponsor Statement for SCS CSHB ... Page 1 of 1

A irp o r t  C u s to m e r  F a c i li ty  C h a rg e s
Sponsor S tatem ent for SCS CSH B 115 (FIN )

Released: February 7, 2005 
Josh A pplebee

HB 115 provides a m echanism  (custom er facility charges or "CFCs") to im prove airport facilities 
w ithout the expenditures o f state funds. The m ost com m on projects to use C FC s funds are car 
rental facilities. The I I also provides a revenue stream  to m aintain and operate the facilities, 
w ithout requiring  an increase in the airport operating budget as the cost o f m aintenance will be paid 
using the related c stom er facility m aintenance charge.

In 2001, the legislature passed chap ter 99 SLA  2 0 0 1. which authorized the im position o f  custom er 
facility  charges to fund the construction o f im provem ents on airport properties. C FC s have been 
im posed by m any other airports around the country as a m eans o f funding car rental facility 
im provem ents. No state credit is pledged to support the bonds. D allas-Fort W orth and D enver are 
two exam ples out o f many w here C F C s have been used successfully  to build these facilities.

D uring negotiations with the state over the im plem entation o f the project, issues were identified 
and set forth in ch. 99 SLA 2001. These issues should be clarified to ensure the bonds can be 
m arketable. Those issues revolve around clarifying  the new revenue stream  generated by the CFC 
should not be considered revenue i the stale when the bond is a private initiative and ensuring  that 
the bond 'rustee, not the state, will take custody o f the funds.

Because the facility will revert to the stale in its entirely  at the end o f the term , it w ould also be 
appropriate to allow the im position o f a custom er facility m aintenance charge to ensure the facility 
is w ell-m aintained and kept up ..ppropriately. The charge also avoids any im pact on the airport's 
operating  budget as the airport will not be responsible for the m aintenance and repair o f the facility 
while under airport car rental com pany's control.

'T“ is bill im plem ents a valuable private m arket tool to construct im provem ents to A laska airports, 
w ithout the expenditure o f public funds. This will im prove the am enities provided to the traveling 
pu :c, both Alaskan and non-A laskan alike.

I urge your support for this bill.

S t ’S I IB 115 (FIN ) 24 LS03U0/L

# # #
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A i r p o r t  C u s to m e r  F a c i li ty  C h a rg e s
Sectional A nalysis for H ouse Bill 115 

Released: February 15, 2005 
Josh A pplebec

S e c tio n  1. T he language that w as added in ch. 99 SLA 2001 to AS 0 2 .15.090(a) is being m oved 
into a new subsection  (h) fo r clarification  purposes.

S ec tion  2. This adds a nt w subsection (h) to AS 09.15.090 which now becom es the operative stand 
alone section allow ing f  >r the collection  o f custom er facility charges ("C FC s"). It allow s the 
com m issioner o f  DOT/1 F, by contract o r order to set the CFC, to require the car rental com panies 
to collect the fee, ai.d t > ad just the CFC to meet debt service obligations that m ight be required or 
desirable as car renta traffic increases o r decreases over tim e; these are carry-overs o f  ex isting  law. 
The new language clarifies that the C FC s will be rem itted to the bond trustee and not the state 
when the state did n<>t issue the bonds. C FC s will still be used to repay the bond o r o ther 
indebtedness incurn  d for the project. H ow ever, the definition o f what types on indebtcdne,c : could 
be paid has been 1 r< udened to include debt service, creation o f a debt service reserve fund, and to 
meet any o ther bond requirem ents.

New subsection  (H allow s for the im position o f  a related custom er facility m aintenance charge. 
These d iffer from  CFCs as they arc not debt related; they are collected to pay for the m aintenance 
and operation o f t 1 'acility . T hus, they will cover m ajor repairs, on-going m aintenance, utilities 
and insurance am ong o ther expenses. T h is will prevent the facility from becom ing an operational 
liability lo the departm ent w hile occupied  by the RA Cs in operation; and will ensure that a m ajor 
repair fund is m aintained so that when the state lakes sole custody o f it in 30 years, there arc 
enough funds to undertake m ajor repairs and allow  the facility to be used for its real ecom> lie and 
physical life.

S ec tion  3. AS 3 7 .15 ,4 10  allow s for issuance o f revenue bonds for international airport 
im provem ents. The 2001 am endm ent clarified  that CFCs are not considered revenues o f the state 
for the purpose o f  these revenue bonds. T his am endm ent clarifies that custom er facility 
m aintenance charges arc not considered  revenue o f the state for the purpose o f these revenue 
bonds.

S e c tio n  4. AS 3 7 .I5 .4 3 0 ( .) creates the "International A irports R evenue Fund" into  which airport 
revenues arc paid. The 2 0 0 1 am endm ent clarified  that CFCs arc not considered revenues o f the 
state for the purpose o f these revenue bonds. T his am endm ent clarifies that custom er facility 
m aintenance charges are not considered revenue o f the state for the purpose o f  these revenue 
bonds.

S e c tio n  5. AS 37.15.430(c) had been added by the 2001 am endm ent to clarify  that C FC s should be 
rem itted to the bond trustee and not the state. T his am endm ent clarifies that the C FC  is not charged 
to custom ers, it is co llected  from them  pursuant the order im posed by the com m issioner, and 
further clarifies that the cu sto m er facility m aintenance charge is rem itted d irectly  to a third party 
rather than the state.

S ec tion  6. E stablishes an im m ediate effective date under AS 01.10.070.

SCS MB 115 (FIN ) 24-LS0300-1.

http://www.akrepublicans.org/textversion.php 9/9/2006
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F I S C A L  N O T E
ST A T E  O F  A LA SK A
2005 L E G IS L A T IV E  SESSIO N

Revis ion Date/T im e (No te if correction ):______Title Airport Customer Facility Charges

Fiscal Note Number:Bill Version:() Publish Date:
Dept. Affected: 'RDU

SB92-DOT-CO-5 -22-05
DOT&PFAdministration & SupportComponent Commissioner's OfficeSponsorRequester Sen. Ben StevensSenate Transportation
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530

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 | FY 2009 FY 2010 FY 2011Personal Services
Travel
Contractual
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g l l a t f k a  B t a t e  l e g i s l a t u r e
P r e s i d e n t  o f  t h e  S e n a t e

In terim :
716  W est 4t h  A v en u e  

A n c h o r a g e , AK 
99501-2133  
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S e s s i o n  
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(907) 465-4993
Fax (907) 465-3872

S e n a t o r  B e n  S t e v e n s

S P O N S O R  S T A T E M E N T

S e n a t e  Bill 9 2

“ A n  A c t  r e l a t i n g  t o  c h a r g e s  p a i d  o r  c o l l e c t e d  b y  u s e r s  o r  o c c u p a n t s  o f  
a n  a i r p o r t  f a c i l i t y  o w n e d  o r  c o n t r o l l e d  b y  t h e  s t a t e . ”

In 2 0 0 1 ,  t h e  l e g i s l a t u r e  p a s s e d  C h a p t e r  9 9  S L A  2  0 1  r e l a t i n g  t o  a i r p o r t  
r e v e n u e  b o n d s  a n d  c u s t o m e r  f a c i l i ty  c h a r g e s .  T h a t  bill a l l o w e d  c u s t o m e r  
f a c i l i t y  c h a r g e s  ( C F C s )  t o  b e  r e m i t t e d  d i r e c t l y  t o  a  b o n d  t r u s t e e ,  n o t  b e  
c o n s i d e r e d  r e v e n u e  o f  t h e  s t a t e ,  a n d  u t i l i z e d  t o  p a y  t h e  p r i n c i p a l  o f ,  i n t e r e s t  
o n ,  a n d  a n y  o t h e r  c o s t  o f  d e b t  s e r v i c e  o n  t h e  b o n d  i n d e b t e d n e s s .  T h e s e  
b o n d s  a r e  u s e d  f o r  a i r p o r t  f a c i l i ty  i m p r o v e m e n t s .

D u r i n g  n e g o t i a t i o n s  w i th  t h e  s t a t e  r e g a r d i n g  t h e  u s e  o f  C F C s  f o r  
i m p r o v e m e n t  o f  a i r p o r t  f a c i l i t i e s ,  i s s u e s  w e r e  i d e n t i f i e d  in C h a p t e r  9 9  S L A  
2 0 0 1  t h a t  r e q u i r e d  c l a r i f i c a t i o n .  S e n a t e  Bill 9 2  c l a r i f i e s  a n d  e x p a n d s  t h e  
u t i l i z a t i o n  o f  a  c u s t o m e r  f a c i l i ty  c h a r g e .  It a d d s  “o r  o t h e r  t h i r d  p a r t y "  t o  w h o  
m a y  r e c e i v e  t h e  p r o c e e d s  o f  C F C s .  It a l s o  e x p a n d s  t h e  t y p e s  o f  
i n d e b t e d n e s s  t h a t  c a n  b e  p a i d .  T h e  C F C  p r o c e e d s  a r e  n o t  r e v e n u e  o f  t h e  
s t a t e  b e c a u s e  t h e y  s e c u r e  i n d e b t e d n e s s  t h a t  is  m a n a g e d  b y  a  t r u s t e e  o r  
a n o t h e r  t h i r d  p a r t y .  B e c a u s e  n o  s t a t e  c r e d i t  is  p l e d g e d  t o  s u p p o r t  t h e  b o n d s ,  
it i s  n o t  c o n s i d e r e d  r e v e n u e  o f  t h e  s t a t e .  T h e  b o n d  is  a  p r i v a t e  i n i t i a t i v e  a n d  
e n s u r e s  t h a t  t h e  b o n d  t r u s t e e  o r  o t h e r  t h i r d  p a r t y ,  n o t  t h e  s t a t e ,  will t a k e  
c u s t o d y  o f  t h e  f u n d s .



S e n a t e  Bill 9 2  a d d s  a  c u s t o m e r  f a c i l i t y  m a i n t e n a n c e  c h a r g e .  T h e s e  
c h a r g e s  d i f f e r  f r o m  C F C s  b e c a u s e  t h e y  a r e  n o t  d e b t  r e l a t e d .  T h e y  a r e  
c o l l e c t e d  t o  p a y  f o r  t h e  m a i n t e n a n c e  a n d  o p e r a t i o n  o f  t h e  f a c i l i ty .  T h i s  will 
p r e v e n t  t h e  f a c i l i ty  f r o m  b e c o m i n g  a n  o p e r a t i o n a l  l ia b i l i ty  t o  t h e  s t a t e .  S B  9 2  
a l s o  e n s u r e s  t h a t  a  m a j o r  r e p a i r  f u n d  is  m a i n t a i n e d  t h r o u g h  d e p o s i t s  i n to  t h e  
“I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  F u n d . ” T h i s  w in  b e  i m p o r t a n t  w h e n  t h e  s t a t e  
t a k e s  s o l e  c u s t o d y  o f  t h e  f a c i l i ty  in 3 0  y e a r s .  A n  i n c r e a s e  in t h e  a i r p o r t  
o p e r a t i n g  b u d g e t  will n o t  b e  r e q u i r e d  b e c a u s e  t h e  c o s t  o f  m a i n t e n a n c e  will b e  
p a i d  u s i n g  t h e  r e l a t e d  c u s t o m e r  f a c i l i ty  m a i n t e n a n c e  c h a r g e .

S B  9 2  e n s u r e s  t h e  C F C  a n d  c u s t o m e r  f a c i l i ty  m a i n t e n a n c e  c h a r g e  will 
b e  s e t  b y  t h e  A l a s k a  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  & P u b l i c  F a c i l i t i e s  t h r o u g h  
a  p u b l i c  h e a r i n g  p r o c e s s .  C o n s u m e r s  p u r c h a s i n g  g o o d s  a n d  s e r v i c e s  a t  r e ta i l  
l o c a t i o n s  l o c a t e d  o n  a i r p o r t  p r o p e r t y  p a y  t h e  f e e s .

A i r p o r t s  r e q u i r e  f r e q u e n t  c a p i t a l  i m p r o v e m e n t s  a n d  m a i n t e n a n c e  t o  
p r o v i d e  s a f e ,  r e l i a b l e  t r a n s p o r t a t i o n .  T h e  m o s t  c o m m o n  p r o j e c t s  w h e r e  C F C  
f u n d s  a r e  u t i l i z e d  a r e  c a r  * e n ta l  f a c i l i t i e s .  D a l l a s - F o r t  W o r t h  a n d  D e n v e r  a r e  
tw o  e x a m p l e s  o u t  o f  m a n y  w h e r e  C F C s  h a v e  b e e n  s u c c e s s f u l l y  u s e a  t o  b u i ld  
t h e s e  f a c i l i t i e s .

S e n a t e  Bill 9 2  i m p l e m e n t s  a  v a l u a b l e  p r i v a t e  m a r k e t  t o o l  t o  c o n s t r u c t  
i m p r o v e m e n t s  t o  A l a s k a  a i r p o r t s  w i t h o u t  t h e  e x p e n d i t u r e  o f  p u b l i c  f u n d s .  T h i s  
.vill i m p r o v e  t h e  a m e n i t i e s  p r o v i d e d  t o  t h e  t r a v e l i n g  p u b l i c .
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Section  1.

Section  2.

Section 3.

S e n a t o r  B e n  S t e v e n s

S e c t i o n a l  A n a l y s i s  f o r  S e n a t e  B i l l  92

The language lhal was added to AS 02.15.090(a) in Chapter 99 SLA  2001 is being 
moved into a new subsection (h) for clarification purposes.

This adds a new subsection (h) to AS 0 9 .15.090 that now becom es the operative 
stand-alone section allowing for the collection o f  custom er facility charges 
(“CFCs). It allows the commissioner o f  DOT/PF, by contract or order to set the 
CFC, to require the car rental companies lo collect the fee, and to adjust the CFC 
to meet debt service obligations that might be requiree or desirable as car rental 
traffic increases or decreases over time; these are carry-overs of existing law. The 
new language clarifies that the CFCs will be remitted to the bond trustee and not 
the state when the state did not issue the bonds. CFCs will still be used to repay 
the bond or other indebtedness incurred for the project. However, the definition 
o f what types on indebtedness could be paid has been broadened to include debt 
service, creation o f  a debt service reserve fund, and to meet any other bond 
requirements.

New subsection (i) allows for the imposition o f  a related customer facility 
maintenance charge. These differ from CFCs as they are not debt related' they 
are collected to pay for the maintenance and operation of the facility Thus, they 
will cover major repairs, on-gomg maintenance, utilities and insurance am ong 
other expenses. This will prevent the facility from becoming an operational 
liability to the department while occupied by the RACs in operation; and will 
ensure that a major repair fund is maintained so that when the state takes sole 
custody of it in 30 years, there are enough funds to undertake major r,,pairs and 
allow the facility to be used for its real economic and physical life.

AS 37.15.410 allow s for issuance of revenue bonds for international airport 
improvements. The 2001 amendment clarified that CFCs are not considered 
revenues of the state for the purpose o f these revenue bonds. This amendment 
clarifies that custom er facility maintenance charges arc not considered revenue of 
the state for the purpose of these revenue bonds.



Section 4

Section  5.

AS 37.15.430(a) creates the “International Airports Revenue Fund" into which 
airport revenues are paid. The 2001 am endment clarified that CFCs are not 
considered revenues o f  the stale for the purpose o f  these revenue bonds. T L s  
am endment clarifies that customer facility m aintenance charges are not 
considered revenue o f  the state for the purpose o f these revenue bonds.

AS 37.15.430(c) had been added by the 2001 am endm ent to clarify that CFCs 
should be remitted to the bond trustee and not the state. This am endment clarifies 
that the CFC is not charged to customers, it is collected from them pursuant the 
order imposed by the commissioner, and further clarifies that the customer facility 
maintenance charge is remitted directly to a third party rather than the state.



„  F e b . 15. 2005 11:16AM Her t z Cor p . ,  Cor pora t e  A f f a i r s  No• 3320 P. 2

The H ertz C orporation
2 2 5  Brec Boulevard, Park pJdge, N J 07656 
Telephone: (2 0 !)  307 -2759

February 15,2005

Senator Ben Stevens 
State Capitol Room 119 
Juneau, AK 99801

Dear Senator Stevens:

I am writing on behalf of The Hertz Corporation (“HerL.') in support o f  SB 92. 
This bill would allow a consolidated rental car facility to be built and operated at the Ted 
Stevens Anchorage International Airport (the “Airport”) with private rather t1 -  
funds.

This legislation, together with Ch. 99 SLA 2001, will provide access to the capital 
markets that will allow significant infrastructure improvements at the Airport without 
public expenditure.

In 2001 the legislature enacted Ch. 99 SLA 2001 to authorize the imposition o f 
customer facility charges that would be used to support capital improvements at the 
Airport, however under the statute there was ambiguity whether the charges would be 
treated as the revenue o f  the State that may be subject to its pre-existing revenue bonds. 
Such ambiguity will likely hurt the marketability o f  the bonds, or at a minimum, increase 
the financing costs due to the inherent risk in such ambiguity.

This bill would clarify that proceeds o f the customer facility charges would not be 
considered revenue of the State when the State does not issue the underlying bonds. No 
state credit would be pledged in such bond issuance. In addition, SB 92 permits the use 
o f  customer facility charges to pay for the maintenance of the consolidated rental car 
facility as such facility will revert to the State upon repayment o f  the original 
construction bonds. These proposed changes would ensure that, among other things, a 
valuable capital project would be completed and properly maintained at the Airport, at 
little or no risk to the State.

Donate P . Foote
Director, Government Relations



„  Feb-1 5 - 2005 ) 1 : 1 6AM Hertz Corp., Corporate A ffa irs No• 3320 P. 3

Hertz believes that SB 92 offers an effective alternative for financing the 
construction and maintenance o f  a consolidated rental car facility without burdening the 
State’s treasury.

For the foregoing reasons Hertz respectfully requests that the legislature approve 
this legislation.

Sincerely,
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A l a s k a  L e g i s l a t u r e  
S t a t e  C a p i t o l  R o o m  4 0 8  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  T o m :

T h e  p u r p o s e  o f  t h i s  l e t t e r  i s  t o  p l e d g e  m y s u p p o r t  f o r  B i l l  HB 
1 1 5  t o  b e  c o n s i d e r e d  b y  t h e  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  o n  
T u e s d a y ,  F e b r u a r y  8 th , 2 0 0 5 .

A s  a n  RAC m e m b e r  a n d  o w n e r  o f  D o l l a r  R e n t - A - C a r  i n  A n c h o r a g e ,  
I  b e l i e v e  t h a t  f a c i l i t a t i n g  t h e  u s e  o f  C F C ' s  t o  u n d e r w r i t e  t h e  b o n d  
i s s u a n c e  f o r  t h e  c o n s t r u c t i o n  o n  c o n s o l i d a t e d  c a r  r e n t a l  f a c i l i t i e s  
a t  T S A IA  i s  i m p e r a t i v e  t o  t h e  g r o w t h  o f  t h i s  i n d u s t r y .  O u r  ow n 
c u s t o m e r s  a n d  c l i e n t s  w i l l  t a k e  o n  t h e  f i n a n c i a l  b u r d e n  o f  f u n d i n g  
t h i s  p r o j e c t  a n d  n o  S t a t e  d o l l a r s  w i l l  b e  a l l o c a t e d  f o r  t h e  
c o n s t r u c t i o n ,  o p e r a t i o n ,  a n d  m a i n t e n a n c e  o f  t h e  f a c i l i t y .

I n  a d d i t i o n ,  c e r t a i n  w e a k n e s s e s  i n  t h e  o r i g i n a l  p r o v i s i o n s  
a u t h o r i z e d  i n  2 0 0 1  w e r e  p o i n t e  ’ o u t  b y  b o n d  c o u n s e l  a s  t h e  QTA 
p r o j e c t  a t  T S A IA  w a s  p r o g r e s s i n g .  T h i s  B i l l  w i l l  a d d r e s s  t h o s e  
w e a k n e s s e s  a n d  I  a p p r e c i a t e  y o u r  r e p r e s e n t a t i o n  i n  f i x i n g  t h i s  
p r o b l e m .

T h a n k  y o u  f o r  y o u r  c o n t i n u e d  w o r k  i n  i m p r o v i n g  t h e  s e r v i c e s  
p r o v i d e d  t o  t r a v e l e r s ,  t o  a n d  f r o m  t h e  S t a t e  o f  A l a s k a .

S i n c e r e l y ,



V i

C a r  R e n ta !

R epresen ta tiv e  Tom  A nderson  
S ta te  Capitol 
Room  408
Ju n e au , A laska 9 " "  1

Floyd and Sons 
Inc.
3730 Spenard 
Road
Anchorage, AK. 
99517-2676

Telephone:
907-276-2855

Fax: 907 279-1326

Worldwide 
R eserva tio n s 
1-800-Thrifty
Anchorage Reservations: 
anchorage.thrifty.com

Dear Representative Anderson,

The purpose of this letter is to inform you of my support o f building a new parking garage for the car rental 
companies at thi Ted Stevens Anchorage International Airport. The car rental companies st. ring the 
aiiport have very little covered parking and have long walks or have to wait for a shuttle bus ride to the 
terminal when returning their vehicles. All the companies at the airport receive complaints monthly on the 
existing layout. The complaints are less in the summer months that in the winter months when renters 
arrive to icy parking lots and snow covered cars.

The proposed rental car parking garage will be built using no state dollars. Our rental car customers will 
pay a fee to pay for the construction, operation and maintenance o f the facility. This garage will 
give all the traveling public better parking at the airport. When the project is finished the rental cars will be 
mow I out the existing garage so the local traveling public will have more garage parking spaces available 
for their short term parking needs. The airlines will not be affected by the new garage since the airport is 
not bonding or increasing its debt load to build the garage.

In Alaska, tourism continues to be one of few growing industries. Anchorage continues to be the year 
around regional hub of travel. This facility will give all eight rental car companies the ability to service the 
tourist arriving daily in quick and efficient manner. Our customer complaints regarding outside parking in 
Alaska in the winter months will vanish. The renters will remember Anchorage and Alaska as an easy and 
customer friendly place to visit.

My brother Danel! and I have been renting cars here in Anchorage since 1978. We have always provided 
the best customer service with new clean vehicles. We need this facility so we can raise the standards of
service to meet customer expectations, 
expectations every time.

The existing lack of covered parking falls short o f customer

So I ask that you support and pass HB 115 24 for the future o f tourism in Anchorage and Alaska. 

Sincerely,

Craig W. Floyd 
Vice President 
Floyd and Sons Inc. dba 
Thrifty Car Rental Alaska 
Phone 907.276.2855 extension 21 
Fax 907.279.1326
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C S  F O R  S E N A T E  B I L L  N O . 9 2 (  )

IN TH E LEG ISLA TU RE OF THE STATE OF ALA SK A  

TW EN TY -FO U R TH  LEG ISLA TU RE - FIRST SESSION

BV

Offered:
Referred:

Sponsor(s): SENATOR BEN STEVENS BV REQUEST

A B I L L

F O R  A N  A C T  E N T IT L E D

1 "A n  A ct re la t in g  to  ch a rg e s  p a id  o r  c o lle c te d  by u se rs  o r  o c cup an ts  o f  a n  a i r p o r t  fa c i lity

2 II ow ned  o r  c o n t r o l le d  by th e  s ta te ;

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

4 || * Section  1. AS 02.15.090(a) is am ended to read:

5 || (a) In operating an airport or air navigation facility owned or co n tro lled by th£~

6 || state, the department may enter into contracts, leases, and other arrangem ents covering

7 || periods not exceeding 55 years with a person, municipality, or the United  States,

8 || granting the privilege o f  using or improving an airport or air navigation facility or a

9 || portion o f  it or space in it for com mercial, governmental, or other public purposes,

10 || including private plane tie down, or conterring the privilege o f  supply ing  goods,

com m odities, services, or facilities at an airport or air navigation facility. The

12 || departm ent may establish the terms and conditions and fix the charges, rentals, and

13 || fees for the privileges or services that are reasonable and uniform for the sam e class o f

14 || privilege or service. Charges, rentals, o r  fees authorized by this subsection  may be

L
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fixed for the international airports by order o f  the com m issioner or by negotiated or 

com petitively offered contract. [HOW EVER, FO R T H E  PRJV ILEGE OF 

O C C U PY IN G  OR USIN G A STA TE-O W N ED  F A C IL iT Y  O N  AN  AIRPORT, 

W H IC H  FACILITY IS OR W ILL BE ACQUIRED, C O N S T R U C T E D , EQUIPPED, 

IN STA LLED , OR IM PR O V ED  W ITH THE PRO CEED S OF IN D EB TED N ESS, 

T H E PA Y M EN T OF W H IC H  IS SECURED SOLELY B Y  R E V E N U E S  FROM 

C U ST O M E R  FACILITY CH A R G ES, TH F D EPA R TM EN T SH A L L  REQUIRE 

O C C U PA N T S OR USERS OF ALL OR A PORTION OF T H E  FA C IL IT Y  TO PAY 

TO TH E D EPA RTM EN T, OR SHALL REQUIRE PER SO N S U N D E R  C O N TR A C T 

TO  O C C U PY  OR USE ALL OR A PORTIO N OF TH E E X IS T IN G  OR PRO PO SED 

FA C ILITY  TO C H A R G E  TH EIR  CUSTO M ERS, A U N IF O R M  CU STO M ER 

FA C ILITY  CH ARGE S T IP U L A T F P  BY THE D E PA R T M E N T  IN AN  A M O U N T 

SU FFIC IEN T TO PAY T H E PRINCIPAL OF, IN TEREST ON , A N D  A N Y  OTHER 

C O ST  OF DEBT SERVICE ON TH E IN D EBTEDNESS.] Notwithstanding 

AS 37.10.050(a), the fixing o f  charges, rentals, or fees as permitted under this 

subsection is not subject to the adoption o f  regulation provisions o f  AS 44.62 

(Administrative Procedure Act). The terms, conditions, charges, rentals, and fees shall 

be established with due regard to the property and im provements used and the expense 

o f  operation to the state. However, use o f  state land and build ings by the Alaska 

Wing, C i \ i l  Air Patrol and its squadrons shall be permitted w ithout rental charges. If 

the department permits space in state-owned or state-controlled airports to be used as 

lounges for members o f  the United States armed forces, the A laska National Guard, 

the A laska Naval Militia, or the Alaska State Defense Force, and i f  the lounges are 

operated by persons exem pt from taxation under 26 U.S.C. 501(c)(3) (Internal 

Revenue Code), rent may not be charged for the use o f  the space. The department 

shall provide for public notice and an opportunity to com m ent before a charge, rental, 

or fee is fixed by order o f  the com m issioner as permitted under this subsection. The 

public m ay not be deprived o f  its rightful, equal, and uniform use o f  the airport, air 

navigation facility, or a portion o f  them.

* Sec. 2. AS 02.15.090 is am ended by adding new subsections to read;

(h) For the privilege o f  occupying or using a sta te-owned facility on an airport.

92( ) -2-
New T e x t U n d e r l in e d  (DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 24-LS0483VF

which facility is or will be acquired, constructed, equipped, installed, o r  improved 

with the proceeds o f  indebtedness, the payment o f  which, M H B P P H H H H B  

M N H H M M V . is B M M I  secured solely by proceeds from customer facility charges, 

the departm entflH P require occupy or use all or a  portion

o f  the f M M #  facility, and shall require occupants or users o f  all or a portion o f  the 

facility, to collect from their customers S B m H H M B M H f i M i t i f l H i M V P a n d  rennt 

the proceeds to (1) the departm ent if  the state on behalf o f  the department incurred the 

indebtedness; or (2) a trustee or another third party

if  the state on behalf o f  the department did not incur the indebtedness. 

The com missioner shall set the customer facility charge at an amount 

sufficient f l H B M B t t M p i M M M n a M U i

documentation, _________

m a ptiiaiwpaiffawiiii i i iiM i i p w i i n  m i p u r o m  m  mu

indebtedness documentation. The commissioner shall periodically adjust the amount 

oi the customer facility charge to reflect changes in the am ounts necessary to pay the 

principal

or customers o f  the facility. 

proceeds o f  the customer facility charge

i f l M K s .  The com m issioner may impose d H P *  authorized by this subsection 

for the international airports by order or by negotiated or competitively offered 

contract. The departm ent shall piovide for public notice and an opportunity to 

comment before a charge is set by order o f  tne com m issioner under this subsection. 

Notwithstanding AS 37.10.050(a), the setting o f  charges under this subsection is not 

subject to the adoption o f  regulation provisions o f  AS 44.62 (Administrative 

Procedure Act).

(i) In addition to requiring collection o f  a custom er facility charge to be 

applied as described in (h) o f  this section, the department may require occupants or 

users of, t f p M H H H P H M H M B H H H P Q H M H p i l l  or a portion o f  a state-owned 

facility on an airport, which facility is or will be acquired, constructed, equipped.

-3-
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installed, or improved w ith the proceeds o f  indebtedness, the payment o f  which is 

secured solely by proceeds o f a customer fac ility  charge, to collect from their 

c u s t o m e r s a n d  to remit t h e ^ ^ ^ |  

to (1) the department i f  the state on behalf o f  the department incurred the 

indebtedness; or (2) a trustee or another third party i f  the state on behalf o f  the 

department did not incur the indebtedness. The commissioner shall set the customer 

facility maintenance charge at an amount

'M, o f  the costs, fees, and expenses 

, including costs o f  insurance and 

The commissioner shall periodically adjust 

the amount o f  the customer facility maintenance charge

fees, and expenses to operate and maintain the fac ility , including costs o f  insurance 

and 4flRIIHlMllP4PPJVliPJJPtiH»the fac ility  and to reflect changes in the number o f 

occupants, users, or customers o f the facility. I f  the proceeds o f the customer fac ility  

maintenance charge are remitted to a trustee or nother third party 

f lH H H f tn ,  the iw t  rnflOTBdwi.r

commissioner may AflPMPcharges authorized by this subsection for the international 

airports by ord^r or by negotiated or competitively offered contract. The department 

shall provide for public notice and an opportunity to comment before a charge is set by 

order o f  the commissioner under this subsection. Notwithstanding AS 37.10.050(a), 

the setting o f  charges under this subsection is not subject to the adoption o f regulation 

provisions o f  AS 44.62 (Administrative Procedure Act).

*Sec.3. AS 37.15.410 i. mended to read:

Sec. 37.15.410. Bond authorization. For the purpose o f  providing part or all 

o f the money to be used, with or without any grants or other money that may become 

available, the issuance and sale o f revenue bonds o f  the state in a total principal sum 

not to exceed $524,500,000 is authorized to acquire, equip, construct, and install the 

additions, improvements, extensions, and facilities authorized in AS 37.15.510. The 

principal o f  and interest on these bonds shall be paid out o f and secured by the gross 

revenue derived by the state from the ownership, lease, use, and operation o f  the

92( ) -4-
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airports, and o f  all the facilities o f  them, and out o f  any other m oney  tha t may be 

appropriated for the purpose, e.wepting only proceeds o f  any custom er facility chargei 

^ f f W h y  customer facility maintenance 
charge, set by the commissioner o f  transportation and public facilities under 

AS 02.15.090. a , ,

* Sec. 4. AS 37.15.430(a) is amended to read: , ^

(a) There is established an enterprise fund known as the "International 

Airports R evenue Fund." into which shall be paid all revenue, fees, charges, and 

rentals derived by the state from the ownership, lease, use, and operation  o f  the 

airports and all o f  the facilities and improvements o f  them and facilities and 

im provements used in connection with them, excepting only proceeds o f  any customer 

facility charge, fl— — ^ a n v  customer facility 
maintenance charge, set by the com m issioner o f  transportation and public facilities 

under AS 02.15.090. The revenue, charges, fees, and rentals m ay not include the 

proceeds o f  any state tax or license. The m oney in the revenue fund m ay  only  be used 

for the purpose o f

(1) paying or securing the paym ent o f  the principal o f  and  interest on 

the bonds and o f  and on any other revenue bonds issued by authorization  o f  the 

legislature to provide money to acquire, equip, construct, and install additions and 

im provem ents to, and extensions o f  and facilities for, the airports, and to be payable 

out o f  the revenue fund;

(2) paying the normal and necessary costs o f  m ainta ining and 

operating the airports and all o f  the im provem ents and facilities o f  them;

(3) paying the costs o f  renewals, replacements, and extraordinary 

lepairs to the airports and all o f  the improvements and facilities o f  them;

(4) redeeming before their fixed maturities any and all revenue bonds 

issued for the purposes o f  the airports;

(5) providing m oney acquire, construct, and install necessary' 

additions and improvements to and extensions o f  and facilities for the airports and all 

o f  their facilities; and

(6) providing m oney to pay any and all other costs relating to the

-5-
New T e x t U n d e r l in e d  [DELETED TEAT BRACKETED]

CSSB 92( )



WORK DR?' F T WORK DRAFT 24-LS0483\F

ownership, use, and operation o f  the airports.

* Sec. 5. AS 37.15.430(c) is am ended to read:

(c) For proceeds o f  a customer facility charge set by  the com m issioner o f  

transportation and public facilities under AS 02.15.090 but required to be collected 

f ro m  [CH ARGED TO] customers by occupants or users o f, W — —

facility acquired,

constructed, equii ped, installed, or improved the proceeds

o f  indebtedness incurred [BY A PERSON ] other than by  the state on  b e h a l f  of the 

D e p a r tm e n t  o f  T ra n s p o r ta t io n  an d  Public  Facilities  [ ^ H B W B ^ W R E ,

s t a t e

O W N ERSHIP],

(1) the Department o f  Transportation and Public Facilities shall by 

regulation or contract require that the proceeds o f  the custom er facility charge be 

remitted directly to a [BOND] trustee o r  a n o th e r  th ird  p a r ty  designated to receive

■iHfittflttiHiiditnii m m — r o f[ P P P P ^ H C T

IJ I9 H H
I Y I T T V

and

(2) the [SUCH] proceeds a re  [MAY] not [BE C O N SID ER ED  A] 

revenue o f  the state se c u r in g  anv  indebtedness  o th e r  th a n  th e  indebtedness  

d esc r ibed  in AS 02.15.090(h),

(d) For proceeds o f  a customer facility maintenance charge set by the 

com m issioner o f  transportation and public facilities under AS 02.15 .090  but required 

to be collected from customers by occupants or users of, or persons under contract to 

occupy or use. all or a portion o f  a facility that is or will be acquired, constructed, 

equipped, installed, or improved with proceeds o f  indebtedness incurred other than by 

the state on behalf o f  the Department o f  Transportation and Public Facilities,

(1) the Department o f  Transportation and Public Facilities shall by 

regulation or contract require that the proceeds o f  the custom er facility maintenance 

charge be remitted directly to a trustee or another third party designated to receive the 

proceeds and to pay some or all o f  the costs, fees, and expenses as determined by the

CSSB 92( ) -6-
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com missioner o f  transportation and public facilities under A S 02.15.090(i); and

(2) the proceeds are not, unless o therw ise  contractually required, 

revenue o f  the state securing any indebtedness.

(1) "fees and costs" means all charges incurred by the renter before the 

tax imposed under this chapter except

(A) fees from the sale o f  au tom obile  liability insurance, loss 

damage waiver insurance, and personal accident insurance;

(B) parking tickets;

(C) sales or excise taxes;

(D) payment for damages to the vehicle during the rental

period; [AND]

(E) concession fees paid to an airport;

( F )  c u s tom e r fa c i lity  ch a rg e s  se t b y  th e  c om m is s io n e r o f  
t r a n s p o r ta t io n  a n d  p u b lic  fa c ilit ie s  u n d e r  A S  0 2 .1 5 .0 9 0 ; a n d

(F )  c u s tom e r fac ility  m a in te n a n c e  ch a rg e s  set bv the 
c om m is s io n e r o f  t r a n s p o r ta t io n  and p u b lic  fa c i li t ie s  u n d e r  A S  0 2 .1 5 .0 9 0 ;

-7-
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a O V C R N O F t» a O  / . 5 T A T E .A K .U B

F rank H. Murkowski
Governor

S T A T E  O F  A L A S K A
OFFICE OF THE GOVERNOR 

JUNEAU

P .O . B O X  1 lO C O I 
JuncaU. Alaska 9001 1-0001 

COOT) * 0 3 - 3 3 0 0  
P A X  { 9 0 D  A O S - 3 S 3 2  

W W W .a o v , S T  A T I .  A K .U B

M a rc h  4 ,  2 0 0 5

T he  H o n o ra b le  B e n  S te v e n s  
P re s id e n t  o f  th e  S e n a te  
A la s k a  S ta te  L e g is la tu re  
S ta te  C a p ito l, R o o m  1 1 1  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  P re s id e n t  S te v e n s :

U n d e r  th e  a u th o r i t y  o f  a r t . in, sec. 1 8 , o f  th e  A la s k a  C o n s t i t u t io n , I ailp. t r a n s m it t in g  
a  b i l l e s ta b lis h in g  a  p e rm a n e n t  A v ia t io n  A d v is o ry  B o a rd  in  s ta tu te .

T h is  b i l l  w o u ld  e s t a b li s h  a  p e rm a n e n t  a d v is o r y  b o a rd  w ith in  th e  D e p a r tm e n t  o f  
T ra n s p o r t a t io n  a n d  P u b lic  F a c i li t ie s  (D O T PF ) to  m a k e  re c o m m e n d a t io n s  to  ta c  
c om m is s  o n e r  o f  D O T P F  w ith  re s p e c t  to  t h a t  d e p a r tm e n t 's  a v ia t io n  fu n c t io n s . O n  J a n u a r y  
15 , 2 0 0 3 .  I c re a te d  a  t e m p o r a r y  in te r im  A v ia t io n  A d v is o ry  B o a r d  b y  A d m in is t ra t iv e  O rd e r
No. 2 0 4 .  I r e e s t a b lis h e d  th e  t e m p o r a r y  b o a rd  th ro u g h  A d m in is t ra t iv e  O rd e r  
d a ted  J u n e  2 5 ,  2 0 0 4 ,  T h is  b i l l  w o u ld  m a k e  th e  b o a rd  p e rm a n e n t .

N o . 2 1 5 ,

T h e  p e rm a n e n t  b o a rd  w o u ld  h a v e  th e  s a m e  c o m p o s it io n  a s  th e  c u r r e n t  1 0 -m e m b e r 
in te r im  b o a rd , w ith  re p re s e n ta t iv e s  o f  v a r io u s  s t a k e h o ld e r s  in  a v ia t io n  m a t te r s .  H ow eve r, 
on e  a d d i t io n a l b o a rd  m e m b e r  w o u ld  be  a d d e d , t o  p ro v id e  f o r  a n  u n e v e n  n u m b e r  o f  
m em b e rs  a n d  t h u s  a v o id  tie  v o te s . T h e  g o v e rn o r  w o u ld  a p p o in t  b o a rd  m e m b e rs  to  
s tagge red  th re e  -y e a r  te rm s . A s is  th e  ca se  f o r  m e m b e rs  o f  th e  e x is t in g  in te r im  b o a rd , 
m em b e rs  w o u ld  se rv e  w ith o u t  c o m p e n s a t io n , o t h e r  t h a n  c o v e rag e  o f  t r a v e l a n d  p e r  d iem  
exp en se s  f o r  m e m b e rs  w h o  a r e  n o t  s ta te  o f f ic e r s  o r  e m p lo y e e s . A ll m e m b e rs  w o u ld  s e rv e  
a t th e  p le a s u r e  o f  th e  g o v e rn o r .

T h is  b i l l  w o u ld  a f fo rd  th e  c o m m is s io n e r  o f  th e  D O T P F  v a lu a b le  in p u t  f r o m  the 
p e rsp ec t iv e  o f  th e  a v ia t io n  in d u s t r y  a n d  th e  r iv o  la rg e s t  a i r p o r t  h u b  c o m m u n it ie s  re g a rd in g  
s ta te  a v ia t io n  p o lic y  a n d  m a n a g e m e n t . I t  w o u ld  e n s u re  t h a t  th o s e  s a m e  s ta k e h o ld e rs  
w o u ld  h a v e  a n  o n g o in g  o p p o r tu n i t y  to  a d v is e  a n d  m a k e  re c o m m e n d a t io n s  to th e  
c o m m is s io n e r  o f  D O T P F .

I u rg e  y o u r  p r o m p t  a n d  fa v o r a b le  a c t io n  o n  th is  m e a s u re .

S in c e re ly  y o u r s ,

F r a n k  H . M u r k o w s la
G o v e rn o r

E n c lo s u re
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FRANK H, MURKOWSKI, GOVERNOR

3132 CHANNEL DRIVE 
JUNEAU, ALASKA 99601-7898

TEXT: (907)465-3652
FAX: (907)5866365
PHONE (907) 465-3900

March 16, 2005

The Honorable Charlie Huggins 
Chair, Senate Transportation 
State Capitol, Room 417 
Juneau, AX 99801
Dear Senator Huggins:
I respectfully request that you schedule Senate Bill 133 for a hearing before the Senate 
Transportation Committee. This bill would establish an ongoing statutory advisory board 
within the Department of Transportation and Public Facilities to make recommendations to 
the commissioner of DOT&PF with respect to aviation functions of state government.
Governor Murkowski originally created the board in January 2003 under AS 44.19.028 
by Administrative Order No. 204. To avoid dissolution, the board was renewed in June 
of 2004 through Administrative Order No. 215. This bill would continue the existence of 
the board without need for annual administrative renewals.
The statutory' Aviation Advisory Board would have the same composition as the current 
10-member interim board, with representatives of various stakeholders in aviation matters. 
However, one additional board member is added to provide for an uneven number of 
votes on the board. The governor would appoint board members to staggered three-year 
terms. Like the existing interim board, members would serve without compensation, other 
than coverage of travel and per diem expenses. All members would serve at the pleasure 
of the governor.
The DOT&PF manages and operates the Ted Stevens Anchorage International Airport, 
Fairbanks International Airport and more than 260 rural airports across the state.
Steady dialogue and ongoing coordination between the state and the aviation industry 
are critical to the state’s aviation policy as well as airport management and operations.
By the same token, board members would have a continual opportunity to share their 
industry perspectives and make recommendations to the commissioner of DOT&PF.
I urge your prompt and favorable action on this measure.

Sincerely,

Mike Barton 
Commissioner

25AT34LH "P rov id ing  f o r  the movement o j people am i good and the delivery o f  no te  senices.



FISCAL NOTE

ST A T E  O F A LA SK A
2005 L E G IS L A T IV E  SESSIO N

R e v is io n  D a te /T im e  ( N o te  if c o r r e c t io n ) :
Title Establish Aviation Advisory Board

Fiscal Note Number: 1______
Bill Version: SB 133
(S) Publish Date: 3/7/05

Dept. Affected: DOT&PF
RDU Administration & Support

in Statute Component Commissioner's Office
Sponsor
Requester

House Rules
Governor’s Office

Expenditures/Revenues

Component No. 

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

530

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) \

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included in the G overnor's FY 2006 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (A ttach a s e p a r a t e  p a g e  if n e c e s s a r y )

T h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  h a s  i s s u e d  a  z e r o  f is c a l  n o t e  fo r th i s  le g is la t io n  d u e  to  th e  f a c t  th a t  
D O T /P F  h a s  a l r e a d y  r e q u e s t e d  $ 2 0 ,0 0 0  o f  g e n e r a l  f u n d s  in its  2 0 0 6  o p e r a t in g  b u d g e t .  T h e  a m o u n t  w o u ld  
c o v e r  b o a r d  m e m b e r  p e r  d ie m  a n d  t r a v e l ,  a n d  m in o r  ro o m  r e n ta l  a n d  s u p p l i e s  e x p e n s e s .

Prepared by: 
Division
Approved by: 
Agency

Nona Wilson
Legislative Liaison, DOT&PF
Mike Barton
Commissioner, DOT&PF

(Revised 9/23/2004 OMB)

Phone 465-3904
Date/Time 2/28/05 1:39 PM

Date 2/28/2005

Page 1 o f  1__



FISCAL NOTE

ST A TE O F  ALASKA
2005 L E G ISL A T IV E  SESSIO N

R e v is io n  D a le /T im e  (N o te  if c o r r e c t io n ) :  
Title Aviation Advisory Board

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

Dept. Affected:
■r d u

SB 133
4/25/05

DOT&PF
Administration & Support

Component Advisory Boards
Sponsor
Requester

Senate Rules
Senate Finance

Expenditures/Revenues

Component No. 

( T h o u s a n d s  o f  D o l la r s )

2786

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

16.0 16.0 16.0 16.0 16.0 16.0
2.0 2.0 2.0 2.0 2.0 2.0
2.0 2.0 2.0 2.0 2.0 2.0

TOTAL OPERATING 20.0 20.0 20.0 20.0 20.0 20.0

ICAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

20.0 20.0 20.0 20.0 20.0 20.0

TOTAL 20.0 20.0 20.0 20.0 20.0 20.0

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included in the G overnor's FY 2006 budget proposal: I X

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a  s e p a r a t e  p a g e  if  n e c e s s a r y )

T h e  a m o u n t  s h o w n  c o v e r s  b o a r d  m e m b e r  p e r  d ie m  a n d  t r a v e l ,  m in o r  ro o m  re n ta l ,  s u p p l i e s ,  a n d  
t e l e c o n f e r e n c e  c o s t s .

Prepared by: 
Division
Approved by: 
Agency

Nona Wilson
Legislative Liaison, DOT&PF
Mike Barton
Commissioner. DOT&PF

(Revised 9/23/2004 OMB)

Phone 465-3904
Date/Time 4/25/05 8:27 AM

Date 4/25/2005

P age 1 o f  1__



M X X
Aircraft Owners and Pilots association

March 15, 2005

N ona Wilson 
Legislative Liaison
A laska D epartm ent of T ransporta t ion  and  Public Facilities 
3132  C h an n el  Drive, S u ite  300  
Ju n e a u ,  AK 998 0 1-7 8 98

D ear  Ms. Wilson:

T he Aircraft O w ners  an d  Pilots A ssociation  (AOPA) is a  m em b ersh ip  asso c ia t io n  
consisting  of over 4 0 0 ,0 0 0  pilots an d  aircraft o w ners  nationwide, 4 ,600  of w hom  reside 
in the  s ta te  of Alaska. A O PA  is committed to ensuring  the  continued  viability, growth, 
an d  d ev e lo p m en t of aviation a n d  airports in Alaska an d  the  United S ta te s .

T he  Aircraft O w n ers  an d  Pilots Association strongly su p p o r ts  S e n a te  Bill 133, regarding 
the  es tab lish m en t  of an  aviation advisory board  for the D epa r tm en t of T ransporta tion  
an d  Public Facilities. Given th e  h u g e  role tha t aviation p lays in th e  transporta tion  
sy s te m  of Alaska, it is vital to h a v e  a forum for the aviation com munity  to provide input 
on policy an d  m a n a g e m e n t  i s s u e s  to the departm en t.

On behalf  of the  4 ,6 0 0  A O PA  m e m b e r s  in Alaska, w e  thank  G overnor Murkowski for 
sponsoring  this bill.

Tom G eorge  
A laska Regional R epresentative 

P ersonal  A d d r e s s : P.O. Box 83750 Fairbanks, AK 99708  
9 0 7 -3 8 8 -9 9 5 5  (p h o n e) 907-455-9001 (fax) 

e -mail: tom .george@ aopa .o rg

Sincerely,

Tom  G e o rg e
A l a s k a  R e g i o n a l  R e p r e s e n t a t i v e

mailto:tom.george@aopa.org


S B  133 Sectiona l An a lys is

S e c tio n  1 :
This creates a new article in AS 44, consisting o f  six new  statutory sections, to 
perm anently  establish  the Aviation Advisory  Board  within the D epartm ent o f  
Transportation and  Public Facilities.

A S  4 4 .4 2 .2 1 0 (a )  provides that the purpose o f  the board is to advise and provide 
recom m endations to the com m iss ioner on public policy related to the d epartm en t’s 
exercise o f  its aviation functions.

A S  4 4 .4 2 .2 1 0 (b )  specifically requires the com m iss ioner to consult with the advisory 
board with respect to candidates to fill, on a permanent basis, the position o f  chief 
administrative officer o f  the T ed  Stevens Anchorage and Fairbanks International 
Airports.

A S  4 4 .4 2 .2 2 0 (a )  states that the board shall m eet at least once a year, or m ore frequently 
as determined appropriate by the chair o f  the board, to carry out its advisory functions.

A S  4 4 .4 2 .2 2 0 (a )  a n d  (b )  also provides that meetings and records o f  the board are subject 
to public m eetings and public records laws.

A S  4 4 .4 2 .2 3 0 (a )  adds one additional m em ber to the board for the purposes o f  having a 
tie-breaking vote. This section increases board m em bership  from 10 to 11 m em bers. All 
m em bers serve at the pleasure of the governor.

A S  4 4 .4 2 .2 3 0 (a ) ( 1 )  th ro u g h  A S  4 4 .4 2 .2 3 0 (a ) ( 1 0 )  establishes those sectors from which 
m em bership  shall be drawn:

•  O ne m em ber representing a statewide trade association of air carriers
• O ne m em ber representing a statewide m em bership  organization o f  pilots, 

aircraft owners, and o ther aviation supporters, organized to promote 
noncom m ercial aviation in the state

• O ne m em ber representing air carriers signatory to the Alaska International 
Airport System  operating agreement

•  O ne m em ber who owns or is employed by an Alaska regional air carrier
•  O ne com m unity  leader residing in the unorganized borough o f  the state
• O ne m em ber to represent the m ayor of the M unicipality  of A nchorage
• A m em ber to jo in tly  represent the m ayors o f  the City o f Fairbanks and the 

Fairbanks North Star Borough
• A m em ber to represent the tenants o f  the Alaska International Airport 

System, but does not represent an air carrier
•  O ne m em ber representing an air ea rn e r  engaged exclusively in the air 

cargo business in the state
• T w o  m em bers who represent o ther interests that the governors determines 

appropriate to advise on aviation activities in the state



A S  4 4 .4 2 .2 3 0 (b )  requires the governor to appoint at least one m em ber from each o f  the 
four judicial districts o f  the state in order to provide geographic balance on the board.

A S  4 4 .4 2 .2 3 0 (c )  provides that the governor designate a chair from  am ong  board 
members, or, at the governor’s request, allows for the board to elect a chair from among 
its members w ho are not state employees o r  officers.

A S  4 4 .4 2 .2 3 0 (d )  provide for board members to be appointed  to staggered three-year 
terms and to serve until a successor is appointed.

A S  4 4 .4 2 .2 4 0  provides that board service is uncompensated, but board m em bers who are 
not state em ployees or officers are entitled to payment o f  travel expenses and per d iem  as 
provided in AS 39.20.180 for m embers of boards and com missions.

A S  4 4 .4 2 .2 9 0  Defines the “Alaska International Airport System ” as the T ed  Stevens 
Anchorage International Airport and the Fairbanks International Airport. “ Board” means 
the Aviation Advisory Board established in AS 44.42.200.

Section  2:
The Revisor’s Instruction provides for designation o f  existing AS 44.42.010 -  AS 
44.42.080 as article 1 o f  AS 44.42 under the heading “Article 1. Department 
Organization and  Functions.” Section 2 aiso designates AS 44.42.900 as article 3 o f  AS 
44.42 under the heading “Article 3. General Provisions.”

Section  j :
Effective date as per AS 01.10.070(c).
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G O V E R N O R ® G O V .S T A T E .A K .U S

F rank  H . Murk ow ski
Governor

S t a t e  o f  A l a s k a

P .O .  B O X  1 1 0 0 0 1  
J U N E A U ,  A l a s k a  9 9 8 1  1 -0 0 0 1  

(9 0 7 )  4 6 5 -3 8 0 0  
F A X  (9 0 7 )  4 6 5 -3 5 3 2  

W W W . O O V . S T A T E .A K .U S

O f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

M a r c h  2 4 ,  2 0 0 5

T h e  H o n o r a b l e  B e n  S t e v e n s  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i to l ,  R o o m  1 1 1  
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  P r e s i d e n t  S t e v e n s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n ,  I a m  
t r a n s m i t t i n g  a  b i l l  r e l a t i n g  to  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s .

T h e  b i l l  w o u l d  a m e n d  A S 3 7 . 1 5 . 4 1 0  t o  i n c r e a s e  t h e  c u m u l a t i v e  
a u t h o r i z a t i o n  f o r  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s  f r o m  t h e  c u r r e n t  
$ 5 2 4 , 5 0 0 , 0 0 0  t o  $ 8 1 2 , 5 0 0 , 0 0 0 .  T h i s  i n c r e a s e  w ill  a l l o w  t h e  s a l e  o f  u p  tc 
$ 2 8 8 , 0 0 0 , 0 0 0  i n  n e w  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s  to  s u p p o r t  c a p i t a l  
i m p r o v e m e n t  p r o g r a m s  fo r  f i s c a l  y e a r s  2 0 0 6  t h r o u g h  2 0 0 9  a t  t h e  T e d  S t e v e n s  
A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  a n d  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t ,  w h i c h  
t o g e t h e r  c o m p r i s e  t h e  A l a s k a  I n t e r n a t i o n a l  A i r p o r t s  S y s t e m  (AIAS).
A S  3 7 . 1 5 . 4 1 0  s t a t e s  t h e  c u m u l a t i v e  a m o u n t  o f  b o n d s  a u t h o r i z e d  s i n c e  t h e  
c r e a t i o n  o f  t h e  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d i n g  p r o g r a m ,  i n c l u d i n g  t h o s e  
a l r e a d y  fu l ly  r e t i r e d ,  a n d  d o e s  n o t  r e f l e c t  t h e  d o l l a r  a m o u n t  o f  b o n d s  
o u t s t a n d i n g  a t  a n y  g iv e n  t im e .

F u n d i n g  fo r  o p e r a t i o n s  a n d  c a p i t a l  i m p r o v e m e n t s  o f  t h e  A IA S i s  o b t a i n e d  
f r o m  c h a r g e s  fo r  t h e  u s e  o f  a i r p o r t  f a c i l i t i e s ,  p r i m a r i l y  p a i d  b y  c o m m e r c i a l  
a i r l i n e s .  T h e  A IA S a n d  t h e  a i r l i n e s  t h a t  a r e  s i g n a t o r i e s  t o  t h e  I n t e r n a t i o n a l  
A i r p o r t s  S y s t e m  O p e r a t i n g  A g r e e m e n t  h a v e  a g r e e d  t o  a  c a p i t a l  i m p r o v e m e n t  
p r o g r a m  a p p r o v e d  b y  t h e  s i g n a t o r y  a i r l i n e  r a t e p a y e r s  t h r o u g h  a  v o t i n g  
p r o c e d u r e  u n d e r  t h e  O p e r a t i n g  A g r e e m e n t .  W i th  f u l l  s u p p o r t  o f  t h e  a i r l i n e s ,  
r e v e n u e  b o n d  f u n d i n g  a l l o w s  t h e  c o s t  o f  l o n g - t e r m  a i r p o r t  p r o j e c t s  to  b e  s p r e a d  
o v e r  l o n g e r  p e r i o d s  o f  t i m e ,  s u c h  a s  t h e  u s e f u l  life o f  t h e  p r o j e c t s .  A n n u a l  d e b t  
s e r v ic e  w ill  b e  p a i d  t h r o u g h  a i r l i n e  r a t e s  a n d  f e e s  --  a n d  i n  s o m e  c a s e s ,  f e d e r a l  
g r a n t  p r o c e e d s  o r  p a s s e n g e r  f a c i l i ty  c h a r g e s .

C O n - ' - ; T T E E  C O p y
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A d d i t i o n a l  b o n d  a u t h o r i z a t i o n  u n d e r  A S  3 7 . 1 5 . 4 1 0  w a s  g r a n t e d  i n  2 0 0 1  
a n d  a g a i n  i n  2 0 0 3 ,  to  i m p l e m e n t  t h e  A IA S  c a p i t a l  i m p r o v e m e n t  p r o g r a m  
t h r o u g h  f i s c a l  y e a r  2 0 0 5 .  A d d i t i o n a l  b o n d  a u t h o r i z a t i o n  i s  n o w  r e q u i r e d  to  
f i n a n c e  t h e  c o n t i n u a t i o n  o f  t h e  c a p i t a l  i m p r o v e m e n t  p r o g r a m .  A S  3 7 . 1 5 . 4 1 0  
h a s ,  t o  d a t e ,  a u t h o r i z e d  t h e  s t a t e  t o  i s s u e  u p  t o  $ 5 2 4 , 5 0 0 , 0 0 0  o f  r e v e n u e  
b o n d s  t o  s u p p o r t  a i r p o r t  p r o j e c t s .  T h i s  a u t h o r i t y ,  c u m u l a t i v e  s i n c e  t h e  
i n c e p t i o n  o f  A S  3 7 . 1 5 . 4 1 0 ,  h a s  b e e n  e x h a u s t e d ,  w i t h  o u t s t a n d i n g  b o n d  
p r i n c i p a l  s t a n d i n g  a t  a p p r o x i m a t e l y  $ 4 2 7 , 0 0 0 , 0 0 0  a s  o f  J u n e  3 0 ,  2 0 0 4 .  T h e  
i n c r e a s e  i n  t h i s  b i l l  is  r e q u i r e d  t o  a l l o w  t h e  s a l e  o f  a d d i t i o n a l  b o n d s .

T h e  a u t h o r i t y  s o u g h t  i n  t h i s  b i l l  w o u l d  i n c r e a s e  t h e  b o n d  a u t h o r i z a t i o n  
l i m i t  to  f i n a n c e  c a p i t a l  i m p r o v e m e n t s  a t  b o t h  t h e  T e d  S t e v e n s  A n c h o r a g e  
I n t e r n a t i o n a l  A i r p o r t  a n d  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t  t h r o u g h  f i s c a l  y e a r  
2 0 0 9 .  B y  i n c l u d i n g  t h e  fu l l  a u t h o r i z a t i o n  i n  t h i s  b i l l ,  t h e  s t a t e  c o u l d  s e l l  b o n d s  
i n  a  s i n g l e  o f f e r in g  o r  i n  m u l t i p l e  o f f e r i n g s ,  a s  b e s t  m a x i m i z e s  t h e  e f f i c i e n c y  a n d  
r e d u c e s  t h e  c o s t  o f  b o n d  i s s u a n c e ,  w h i l e  p r o v i d i n g  f i n a n c i n g  a s  r e q u i r e d  to  
m e e t  p r o j e c t  n e e d s .

A t  A n c h o r a g e ,  t h e s e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  s o m e  o r  a l l  o f  t h e  s t a t e  
s h a r e  fo r  f e d e r a l  a i r p o r t  i m p r o v e m e n t  p r o g r a m  p r o j e c t s  s u c h  a s  a i r f i e ld  
p a v e m e n t  m a i n t e n a n c e ,  e q u i p m e n t ,  n o i s e  a b a t e m e n t  p r o g r a m  i m p l e m e n t a t i o n ,  
m a s t e r  p l a n n i n g ,  a d v a n c e d  p r o j e c t / p a r k i n g  d e s i g n  s t u d y ,  a n d  a i r c r a f t  r e s c u e  
a n d  f ire  f i g h t i n g  b u i l d i n g  r e h a b i l i t a t i o n .  A n c h o r a g e  b o n d  p r o j e c t s  n o t  p r i m a r i l y  
s u p p o r t e d  b y  f e d e r a l  m o n e y  i n c l u d e  s u c h  p r o j e c t s  a s  i n f o r m a t i o n  t e c h n o l o g y  
i m p r o v e m e n t s ,  t e r m i n a l  r e h a b i l i t a t i o n ,  g e n e r a l  a v i a t i o n  p a r k i n g  a n d  t a x i w a y  
r e l o c a t i o n ,  a n d  h o m e l a n d  s e c u r i t y  r e n o v a t i o n .  B o n d  p r o c e e d s  a l s o  w o u l d  f u n d  
t h e  l i o n ’s  s h a r e  o f  t h e  A n c h o r a g e  S o u t h  T e r m i n a l  C o n c o u r s e  A  a n d  B r e m o d e l  
p r o j e c t .

A t  F a i r b a n k s ,  t h e s e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  t h e  s t a t e  s h a r e  fo r  
p r i m a r y  r u n w a y  r e c o n s t r u c t i o n ,  i n c l u d i n g  p a v e m e n t  r e p l a c e m e n t ,  a s s o c i a t e d  
a i r f i e ld  l i g h t i n g  r e c o n s t r u c t i o n ,  a n d  r e l o c a t i o n  o f  t h e  h e a v y  a i r c r a f t  c a r g o  a p r o n  
to  m e e t  a i r p o r t  d e s i g n  c r i t e r i a  a n d  to  p e r m i t  d e v e l o p m e n t  o f  u n d e r u t i l i z e d  l a n d .  
B o n d  p r o c e e d s  a l s o  w o u l d  r e p l a c e  w o r n  o u t  a i r p o r t  o p e r a t i o n s ,  s a f e t y ,  a n d  
m a i n t e n a n c e  e q u i p m e n t .  F in a l l y ,  t h e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  t h e  b u l k  o f  
t h e  f u n d i n g  n e c e s s a r y  fo r  a  t e r m i n a l  a r e a  d e v e l o p m e n t  p r o j e c t  a t  F a i r b a n k s .  
T h i s  p r o j e c t  w o u l d  u p g r a d e  a n d  r e p l a c e  F a i r b a n k s  t e r m i n a l  f a c i l i t i e s  t o  r e s o lv e  
s e i s m i c  a n d  c o d e  d e f i c i e n c ie s ,  a s  w e l l  a s  t o  a c c o m m o d a t e  f u t u r e  g r o w t h  in  
p a s s e n g e r  n u m b e r s .

T h e  A IA S  is  a n  i n c r e a s i n g l y  v i t a l  a n d  g r o w i n g  p a r t  o f  o u r  e c o n o m i c  
e n g i n e .  T h e  AIA S a n d  t h e  s t a t e ’s  m a j o r  a i r  c a r r i e r s  p r o p o s e  t o  c o n t i n u e

T h e  H o n o r a b l e  B e n  S t e v e n s
M a r c h  2 4 ,  2 0 0 5
P a g e  2



d e v e l o p i n g  o u r  w o r l d - c l a s s  i n t e r n a t i o n a l  a i r p o r t s  t h r o u g h  t h e  i m p l e m e n t a t i o n  
o f  t h e  I n t e r n a t i o n a l  A i r p o r t s  O p e r a t i n g  A g r e e m e n t ,  s u p p o r t e d  b y  t h e  i s s u a n c e  
o f  t h e  a d d i t i o n a l  r e v e n u e  b o n d s  t h a t  w o u l d  b e  a u t h o r i z e d  b y  t h i s  b i l l .  I n  o r d e r  
to  a s s u r e  t i m e l y  p r o j e c t  d e v e l o p m e n t ,  I u r g e  y o u r  p r o m p t  a n d  f a v o r a b l e  a c t i o n  
o n  t h i s  m e a s u r e .

T h e  H o n o r a b l e  B e n  S t e v e n s
M a r c h  2 4 ,  2 0 0 5
P a g e  3

S i n c e r e l y  y o u r s ,

F r a n k  H .  M u r k o w s k i  
G o v e r n o r

E n c lo s u r e



FRANK H. M URKO W SKI, GOVERNOR

D E P A R T M E N T  O F  T R A N S P O R T A T I O N  /
3132 CHANNEL DRIVE 
JUNEAU, ALASKA 99001-7898

A N D  P U B L I C  F A C I L I T I E S  /
OFFICE OF THE COMMISSIONER 

April 4, 2005

TEXT: (907)465-3652
FAX: (907) 5868365
PHONE: (907) 4658900

The Honorable Charlie Huggins 
Chair, Senate Transportation 
State Capitol, Room  417 
Juneau, Alaska 99801

Dear Senator Huggins:

I respectfully request that you schedule Senate Bill 153 for a hearing before the Senate 
Transportation Committee. This bill would authorize the sale o f  up to $288 million in new  
international airport revenue bonds that will fund terminal remodels at the Anchorage and 
Fairbanks International Airports. In addition, it would provide state matching dollars for federal 
airport improvement projects and fund other sm aller capital im provem ent projects.

Annual debt service on the revenue bonds will be paid for primarily through airline rates and fees. 
All the projects requiring bond funding were approved by the Alaska International Airport 
System s’ 26 signatory airlines in January o f  this year.

At the Ted Stevens Anchorage International Airport, the bond package includes $91 million for a 
seismic retrofit o f  the A  and B concourses o f  the South Terminal. The fix ensures that the rest o f  
the terminal m eets current health and safety standards and will assist with busin. s development.

In addition to the Concourse A and B retrofit, bonds will provide funding in A nchorage for the 
federally required match for airfield projects and equipment.

In Fairbanks, $86.8 million in bond proceeds will u p g ra d e . d replace terminal facilities to 
accomm odate future growth in passenger num bers and address seismic and code issues. Bond 
proceeds will also provide for the state share o f  primary runway reconstruction and replacement 
o f  airport equipment.

Cash flow analysis indicates the need for a bond sale in January o f  2006.

The Governor has submitted in his FY06 capital budget som e spending authority requests for 
portions o f  the bond-funded program  to be initiated in FY06. Additional spending authority for 
bond-funded projects will also be required in fiscal years 2007 through 2009.

I urge your prom pt and favorable action on this measure.

Sincerely,

Mike Barton 
Commissioner

J5AT34LH Provid ing  fo r the movement o f people a n il g o w k  o ih i the delivery «»/ slate service';.



AIAS Bond Funding Requirement

I  AIRPORT ITEM OTHER
FUNDING BONDS TOTAL I

|  ANC A&B Retrofit 51.5 91.5 143.0 |

|  FAI TERMINAL 12.4 86.8 99.2 §

ANC CIP (FY06 09) 118.8 29.2 148.0

FAI CIP (FY06 - 09) 50.4 5.5 55.9

Deferred CIP (FY04 - 06) 0 . 0 19.9 19.9

TOTAL 233.1
m

Capitalized Interest

Issuance Costs

Total Bond Sale

23Z9
30.2

466.0



Alaska International Airport System 
FY06 - FY09 

Bond Funded Projects

FA I B ond  A m o u n t T o ta l  P ro je c t

Federal Match - Runway Reconstruction $ 2,587,500 $ 51,750,000
Airfield M aintenance Equipment $ 2,934,000 $ 2,934,000
Terminal Redevelopment $ 86.843.500 $ 99,843,500

$ 92,365,000 $154,527,500

A N C

Federal M atch -  Airfield, Aprons, GA Parking, Taxiways $ 5,439 52 $ 51,307,848
AO A  Snow M elting System $ 3,000,000 $ 3,000,000
South Terminal Seismic and Security Retrofit $ 91,500,000 $143,000,000
Consolidated Facilities Center $ 5,000,000 $ 5,000,000
Hom eland Security/Terminal Area Upgrades $ 13,639,000 $ 14,639,000
Noise Abatem ent and Land Acquisition $ 2,661,000 $ 23,361,000
Safety/Security/Information Systems Improvements $ 6,474,000 $ 11,974,000
Utilities/Roads/Grounds Upgrades $ 5,084,000 $ 6,584,000
Airfield M aintenance Equipment $ 4,363,000 $ 18,033,000
A dvance Project Planning/Design $ 6.900.000 $ 10.900,000

$144,060,362 $287,798,848
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A l a s k a  I n t e r n a t i o n a l  A i r p o r t  S y s t e m  
F Y 0 6  -  F Y 0 9  

B o n d  F u n d e d  P r o j e c t s

FAI Bond A m o u n t T o ta l  P ro jec t

Federal Match - Runway Reconstruction $ 2,587,500 $ 51,750,000
Airfield M aintenance Equipment $ 2,934,000 $ 2,934,000
Terminal Redevelopment $ 86.843.500 $ 99,843.500

$ 92,365,000 $154,527,500

A N C

Federal M atch -  Airfield, Aprons, GA Parking, Taxiways $ 5,439,362 $ 51,307,848
AO A  Snow Melting System $ 3,000.000 $ 3,(A J,000
South Terminal Seismic and Security Retrofit $ 91,500.000 $143,000,000
Consolidated Facilities Center $ 5,000,000 $ 5,000,000
Hom eland Security/Terminal Area Upgrades $ 13,639,000 $ 14,639,000
Noise Abatem ent and Land Acquisition $ 2,661,000 $ 23,361,000
Safety/Security/Inform ation Systems Improvements $ 6,474,000 $ 11,974,000
Utilities/Roads/Grounds Upgrades $ 5,084,000 $ 6,584,000
Airfield M aintenance Equipment $ 4,363,000 $ 18,033,000
A dvance Project Planning/Design $ 6.900.000 $ 10.900.000

$144,060,362 $287,798,848
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FISCAL NOTE

S T A T E  O F  A LA SK A
2005 L E G IS L A T IV E  SESSIO N

R e v is io n  D a te /T im e  ( N o te  if c o r r e c t io n ) :  
T itle A irport B o n d s_______________

Fiscal Note Number: 1
Bill Version: SB 153
(S) Publish Date: 3/29/05

D ept. A ffected ;____________ R e v e n u e
RDU R e v e n u e  O p e ra tio n s

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

R u le s  C o m m ittee
C o m p o n e n t T re a s u ry  D ivision

G o v e rn o r

Expenditures/Revenues

C o m p o n e n t No. 

( T h o u s a n d s  o f  D o lla r s )
N ote: A m o u n ts  d o  n o t in c lu d e  inflation u n le s s  o th e rw ise  n o te d  below .
O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 6 FY 2 00 7 FY 2 0 0 8 FY 200 9 FY 2 0 1 0 FY 2011
P e rs o n a l  S e rv ic e s
T rav el 15.0
C o n tra c tu a l 10.0 10 .0 10 .0 10.0 1 0 0
S u p p lie s
E q u ip m e n t
L an d  & S tru c tu re s
G ra n ts  & C la im s
D eb t S e rv ic e 1 9 .4 6 5 .2 1 9 ,4 6 5 .2 1 9 ,4 6 5 .2 1 9 ,4 6 5 .2

T O T A L  O P E R A T IN G 15.0 10.0 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2

C A P IT A L  E X P E N D IT U R E S  | |

C H A N G E  IN R E V E N U E S  ( ) | • * * •

FU N D  S O U R C E (T h o u s a n d s  of D ollars)
1 00 2  F e d e ra l  R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F 15.0 10 .0 10 .0 1 0 .0 10.0 1 0 0
1 0 0 5  G F /P ro g ra m  R e c e ip ts
103 7  G F /M en ta l H ealth
AIAS R e v e n u e  F un d 1 9 ,4 6 5 .2 19,41:5.2 1 9 .4 6 5 .2 1 9 .4 6 5 .2

TO TA L 1 5.0 10.0 1 9 ,4 7 5 .2 19 4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 00 5) c o s t : 0 .0
M ark  t h i s  b o x  (X) If fu n d in g  fo r  t h i s  b ill i s  in c lu d e d  in  th e  G o v e r n o r 's  FY 2 0 0 6  b u d g e t  u r o p o s a l :

P O S IT IO N S
Full-tim e
P a rt- tim e
T e m p o ra ry

A N A L Y SIS: (Attach a separate page it necessary)
T h is  le g i s l a t io n  a u t h o r i z e s  t h e  S t a t e  B o n d  C o m m i t t e e  to  i s s u e  $ 2 8 8 .3  m illion  in r e v e n u e  b o n d s  to  s u p p o r t  
t h e  A la s k a  I n te r n a t io n a l  A irp o r t  S y s te m  c a p i ta l  im p r o v e m e n t  p r o g r a m .

P r o j e c t  s i z e  is  a p p r o x im a te ly  $ 2 6 5  m illio n . In itia l d e b t  a s s u m p t i o n s  a r e  $ 1 0 0  m illio n  in v a r i a b le - r a t e  b o n d s ,  
a n d  t h e  b a l a n c e  in  2 5 - y e a r  te r m  b o n d s  w ith  f ix e d  i n t e r e s t  r a t e s  a n d  s e r ia l  m a tu r i t i e s  E ig h te e n  m o n th s  of 
c a p i t a l i z e d  i n t e r e s t  is  a s s u m e d ,  w ith  i n t e r e s t  e x p e n s e  to  b e  p a id  f ro m  b o n d  p 'o c e e d s .  T h e  b le n d e d  
a s s u m e d  i n t e r e s t  r a t e  is  4 .4 6 % .  A s s u m p t io n s ,  in c lu d in g  i n t e r e s t  r a t e s ,  a r e  like ly  to  c h a n g e  o v e r  tim e

Prepared by:
Division
Approved by:
Agency

Dever. Mitchell, State Debt Manager Phone 465-3750
Treasury Division Date/Time 3/21/05 3 35 PM
Tom Boutin, Deputy Commissioner Date 3/21/2005
Department of Revenue

(Rovised 9/23/2004 OWBI
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U-HAUL CO. OF ALASKA
4751 OLD SEWARD HIGHWAY • ANCHORAGE, ALASKA 99503-7417 • PHONE: (907) 562-2735 - FAX: (907) 561-0466

April 21 , 2 0 0 5

Dear Senator Charlie Huggins,

Thank you for your support o f our Senate Bill 174.

John R. Norris
Marketing Company President 
U-Haul Company o f Alaska Inc,

<z. L-A. Jr<0 \ ^  S
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Session: 
Alaska State Capitol 

Juneau, AK 99801-1182
Chair. Phone: (907) 465-3777
Legislative Council ^a!i: 465-2819

( » £ _ • £ ^ 0  1 Toll Free (877) 861-5688

Community and Regional Affairs V ftiM■ Interim:
ludiciary 10928 Eagle River Road -  Suite 238
Labor and Commerce -  Vice Chair Cagle River, AK 99501-2133

Phone: (907) 694-8944 
Fax: (907) 694-8945

R E P R E S E N T A T I V E  P E T E  K O T T
DISTRICT 17 -  EAGLE RIVER

A L A S K A  S T A T E  L E G I S L A T U R E

Sponsor Statement 
for

House Bill 199

In 2003 the Alaska State Legislature passed HB 271 as a tourism-based tax on passenger rental cars 
and recreational vehicles. T1 e purpose o f the tax was to tax visitors using our road system, not local 
citizens. However, House Bill 271 has negatively impacted Alaska citizens needing to move, our 
local independent outlets, and the consumer truck rental business overall. The Department o f 
Revenue has assessed the tourism-based tax on all rental vehic.es, including trucks less than 26,001 
pounds. This interpretation o f  die law results in the 10 percent tax being applied to Alaska 
businesses and cidzens renung 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 exempdon for taxicabs. This correcdvc legisladve passed and was signed into law.

Now in 2005 House Bill 199 is introduced to conect another unintended consequence by adding 
removing “ rental trucks” . This legislation would ensure that the tax applies more specifically to die 
intended target o f  visitors renting passenger vehicles and recreational vehicles, rather dian the 
unintended target o f Alaska businesses and citizens who rely on truck rentals for the continued flow 
o f commerce and movement o f  household goods.



24-LS0591\A

BY REPRESENTATIVE KOTT 

Introduced: 3/4/05
Referred: Transportation, State Affairs, Finance

H O U S E  B IL L  N O . 199

IN THE LEGISLATURE OF THE STATE OF ALASK A

TW ENTY-FOURTH  LEGISLATURE - FIRST SESSION

A BILL 

F O R  AN ACT EN TITLED

1 "An Act excluding certain trucks from the definition of 'passenger vehicle' for , urposes

2 of the passenger vehicle rental tax; and providing for an effective date."

3 BE IT ENACTED BY T H E  LEG ISLA TU RE O F T H E  STA TE O F  ALASKA:

4 * Section 1. AS 43.52.099(2) is amended to read:

5 (2) "passenger vehicle" means a motor vehicle as defined in

6 AS 28.40.100 that is driven or moved on a highway or other public right-of-way in the

7 state, but does not include

8 (A) ^ commercial motor vehicle as that term is defined in

9 AS 28.40.100;

10 (B) emergency or fire equipment that is necessary to the

11 preservation o f life or property;

12 (C) a farm vehicle that is controlled and operated by a farmer,

13 used to transport agricultural products, farm machinery, or farm supplies to or

14 from that farmer's farm, not used in the operations o f a common or contract

HB0199a -1-
New T ext U n d e r lin e d  IDELETED TEXT BRACKETED]

HB 199



24-LS0591VA

1 motor carrier, and used within 150 miles o f  the farmer's farm;

2 (D) a recreational vehicle; [OR]

3 (E) a taxicab: o r

4 (F) a rental truck ; in this su b parag rap h , " ren ta l  tru ck "

5 means a m otor vehicle with a gross vehicle weight rating  g rea te r  than

6 8,500 pounds that is designed, used, o r  m aintained prim arily  for the

7 transporta tion  of personal p roperty ;

8 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

New T ex t U n d e r lin e d  [DELETED TEXT BRACKETED]



FISCAL NOTE
ST A TE O F ALASKA Fiscal Note Number: _______
2005 LE G ISL A TIV E SESSIO N Bill Version: HB 199

() Publish Date: _______

R e v is io n  D a te /T im e  (N o te  if c o r re c t io n ) :____________________ ____ D ept. A ffected .____________ R e v e n u e
T itle E x c lu d e  ce rta in  trucks from_________________________RDU T a x ^ ion  a n d  T re a su ry
_________________v eh ic le  ren tal tax___________________________________ C o m p o n e n t T ax____________________
S p o n s o r  R e p re se n ta tiv e  Kott________________________________  ________________________
R e q u e s te r  R e p re se n ta tiv e  Kott________________________________ C o m p o n en t No. 2 4 7 6

Expenditures/Revenues_________________________________________( T h o u s a n d s  o f  D o lla rs )
N o te  A m o u n ts  do  n o t include inflation u n le s s  o th erw ise  no ted  below .
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
P e rs o n a l  S e rv ic e s
T rav el
C o n tra c tu a l
S u p p lie s
E q u ip m en t
L an d  & S tru c tu res
G ra n ts  & C laim s
M isce llan eo u s

TOTAL OPERATING 0.0 0.0 0.0 . M , 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) (275.0) (275.0) (275.0) (275.0) (275.0) (275.0)
FUND SOURCE_____________  (T h o u s a n d s  of D ollars)
1 0 0 2  F e d e ra l R ec e ip ts
1 0 0 3  GF M atch
1 0 0 4  GF
1 0 0 5  G F /P ro g ram  R ec e ip ts  
1 0 3 7  G F /M enta l H ealth
O th e r  (Specify Type-D o not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0 0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: 

POSITIONS
Fuli-tim e
P art-tim e
T em p o rary

ANALYSIS: (Attach a se p a r a t e  p a g e  if n e c e s s a r y )
Bill Language: T h is  bill will e x e m p t  t r u c k s  w ith  a  g r o s s  v e h ic le  w e ig h t  r a t in g  g r e a t e r  th a n  8 ,5 0 0  p o u n d s  
a n d  u s e d  o r  m a in ta in e d  p rim arily  fo r  th e  t r a n s p o r ta t io n  o f  p e r s o n a l  p r o p e r ty  fro m  t h e  v e h ic le  r e n ta l  ta x  
T h e  in te n t  o f  th is  bill is  to  e x e m p t  t r u c k s  r e n te d  b y  in d iv id u a ls  to  m o v e  th e i r  p e r s o n a l  p r o p e r ty  f ro m  th e  
v e h ic le  r e n ta l  ta x .

Revenue: C u rre n tly ,  r e n ta l  t r u c k s  a r e  s u b je c t  to  th e  v e h ic le  re n ta l  ta x .  E x e m p tin g  r e n ta l  t r u c k s  f ro m  th e  
v e h ic le  r e n ta l  ta x  will r e s u l t  in a  d e c r e a s e  in v e h ic le  re n ta l  t a x  r e v e n u e  o f  a p p r o x im a te ly  $ 2 5 0 ,0 0 0  to  
$ 3 0 0 ,0 0 0  e a c h  f is c a l  y e a r .

P h o n e  2 6 9 -6 6 2 8
D ate /T im e 4 /8 /0 5  10 21 AM

D a te  4 /8 /2 0 0 5

P age 1 o f  1__

P re p a re d  by 
Division

A p p ro v ed  by 
A g en cy

J o h a n n a  B ales
T ax  Division

Je rry  B urnett
Department of Revenue

<R*un*d 6/23/2004 OMB)



T e s t im o n y  of J o h n  Norris o n  HB 199  
H o u s e  T ra n sp o r ta t io n  C o m m it te e  

April 12, 2 0 0 5

F o r  th e  re c o rd  m y n a m e  is J o h n  Norris. I a m  th e  P r e s id e n t  of U -H aul C o m p a n y  of 
A la sk a ,  Inc a n d  I r e s id e  4631  S h e lb u rn  P la c e ,  A n c h o ra g e  A la sk a  9 9 5 1 6

G o o d  a f te rn o o n  Mr. C h a i rm a n  a n d  m e m b e r s  of th e  t ran sp o r ta t io n  c o m m it te e .

T h a n k  y o u  for th is o p p o r tu n i ty  to  testify  in s u p p o r t  of HB 199.

In 2 0 0 3 ,  HB 271 w a s  in tro d u c e d  a n d  p r o m o te d  a s  a  to urism  tax  o n  p a s s e n g e r  
ren tal c a r s  a n d  r e c re a t io n a l  v eh ic les .  T h e  s t a te d  p u r p o s e  of the  tax  w a s  to only  
tax  tourism , n o t  th e  local c itizen. I w a s  t a k e n  off g u a r d  a n d  su rp r i s e d  w h e n  th e  
D e p a r tm e n t  of R e v e n u e  b e g a n  to  a s s e s s  th e  tax  o n  U-Haul ren ta l  tru ck s .  T h e  
p a s s a g e  of HB271 h a d  th e  u n in te n d e d  c o n s e q u e n c e  of tax ing  A la sk a  b u s i n e s s e s  
a n d  c i t iz e n s  ren ting  t ru ck s  u s e d  primarily  for th e  t ran sp o r ta t io n  or p e r s o n a l  
p roperty .

H o u s e  Bill 271 h a s  im p a c te d :

a) A la sk a  c i t iz e n s  n e e d in g  to m o v e .
b) Local i n d e p e n d e n t  ou tle ts .
c) O u r  b u s i n e s s  overall.

YTD 1 7 %  l e s s  p e o p le  a r e  u s in g  o u r  s e rv ic e s .  F o r  the  M onth  of M arch  w e  s a w  
a  2 9 %  d ro p  ir  c u s to m e r s .  Moving is a  v ery  s t re s s fu l  t im e for p e o p le .  T h e  
add itiona l  tax  is c h a r g e d  to th e  c u s to m e r  o f ten  w h e n  th e y  c a n  le a s t  afford  it. 
T his  a d d s  c o n s id e r a b le  s t r e s s  to th e r e  m ov e .

T h e  c o n s u m e i  h a s  o th e r  o p t io n s  to m o v e  th a t  a r e  NOT TAXED. T h e  1 0%  
s t a t e  tax a lo n g  with th e  local m unicipal a n d  city t a x e s  a d d s  c o n s id e ra b ly  to th e  
total ren ta l  fee  a n d  s t r e s s  level of th e  a v e r a g e  m over .

After HB 271 b e c a m e  law, HB 3 4 7  w a s  in tro d u c e d  during  th e  2 0 0 4  leg is la tive  
s e s s io n  to  c o r re c t  th e  u n in te n d e d  inclus ion  of ta x ic a b s .  HB 3 4 7  p ro v id e d  a n  
e x e m p t io n  for t a x ic a b s  a n d  w a s  p a s s e d  a n d  s ig n e d  into law at th e  very  e n d  of 
las t  s e s s io n .

HB 199 w o u ld  p ro v id e  th e  s a m e  relief for t ru ck s  a s  h a s  b e e n  p rov id ed  for taxi 
c a b s .  T h is  leg is la tion  a d d s  w o rd ing  to re m o v e  "rental trucks" from th e  tax . T h is  
leg is la tion  w ou ld  e n s u r e  th a t  the  tax  a p p l ie s  to th e  in te n d e d  ta rg e t-  o u t  of s t a te  
to u r is ts  ren ting  p a s s e n g e r  a n d  re c re a t io n a l  v e h ic le s  ra th e r  th an  A la sk a  
b u s i n e s s e s  a n d  c i t iz e n s  w ishing  to  m o v e  p e r s o n a l  g o o d s .



9 5 %  of th e  c u s t o m e r s  w h o  u s e  o u r  s e rv ic e s  a r e  A la s k a  r e s id e n t s .  A la s k a n s  rely 
o n  o u r  truck  re n ta l s  fo r th e  c o n t in u e d  flow of g o o d s  a n d  m o v e m e n t  of p e r s o n a l  
p ro p er ty

T h e  A la sk a  T ru ck ing  A s so c ia t io n  fa v o rs  this a m e n d m e n t ,  a lo n g  with th e  T ru ck  
R e n t in g  a n d  L e a s in g  A sso c ia t io n .  S o  fa r  a s  I a m  a w a r e  th e r e  is n o  in du s try  g ro u p  
th a t  o p p o s e s  th is  c o r re c t iv e  leg islation .

L isted  b e lo w  a r e  s o m e  f a c t s  a n d  f ig u re s  reg a rd in g  m y  c o m p a n y :

C u r re n t  truck  l ic e n s e  a n d  reg is tra tio n  f e e s  p a id :$  2 6 ,0 5 0 .0 0  
To ta l  payroll $ 1 ,1 0 3 ,9 6 3 .0 9
P ro p e r ty  t a x e s  p a id  $  141,500.00
C o m p a n y  o w n e d  m ov ing  c e n t e r s  3
C o m p a n y  o w n e d  re p a i r  s h o p s  3
I n d e p e n d e n t  d e a l e r s  54
M unicipal a n d  B o ro u g h  t a x e s  p a id  $45,000
Payroll u n e m p lo y m e n t  tax  p a id  $ 2 4 ,7 7 9 .0 4
E m p lo y e e s  65

S in c e  s ta r t in g  th is  b u s i n e s s  in 1982 , w e  h a v e  s h o w n  a n  i n c r e a s e  in th e  utilization 
of U-H aul t ru c k s  by th e  A la sk a n  c o n s u m e r  with n o  l e s s  th a n  a  7 %  in c r e a s e ,  with 
m o s t  y e a r s  a b o v e  1 0 %  until la s t  f iscal y e a r ,  for th e  first t im e e v e r ,  w e  s a w  a  1 7%  
decrease in utilization. W hile  I c a n n o t  co n tr ib u te  th is  so le ly  to  a n y  o n e  item, th e  
c o m m u n ic a t io n  from  o u r  A la sk a n  c u s to m e r s  is th a t  th e  1 0 %  tax  o n  truck  re n ta ls  
h a s  b e e n  a  s ign ifican t h a rd s h ip  for th e m  a t  a  t im e  w h e n  th e y  n e d  a s  m u c h  h e lp  
a s  w e  c a n  g ive th e m .

T h is  tax  is h av in g  a  s ig n if ican t  im p ac t  o n  how  A la s k a n s  m o v e ,  y e t  is a  sm all  
a m o u n t  c o m p a r e d  to th e  e s t im a te d  6 million d o l la rs  th a t  will b e  c o l le c te d  from  th e  
in te n d e d  t a rg e t  of S B  2 71 . I a n t ic ip a te  th e  fiscal n o te  for t a x e s  o n  truck  re n ta ls  
will b e  a r o u n d  $ 3 2 5 ,0 0 0 .

Additionally, truck  re n ta l s  d o n e  by b u s i n e s s e s  a r e  o f ten  n e c e s s a r y  for c o m p a n ie s  
to m e e t  th e ir  p e a k  o r  s e a s o n a l  d e m a n d s .  H ig h er  t r a n sp o r ta t io n  c o s t s  will a lm o s t  
ce r ta in ly  re su l t  in h ig h e r  c o n s u m e r  p ro d u c t  c o s t s ,  in e i th e r  c a s e ,  local A la sk a  
r e s id e n t s  a r e  b e a r in g  th e  b u rd e n  of th e  1 0 %  tax .

I w ou ld  g rea t ly  a p p r e c ia t e  it if you  will s u p p o r t  HB 199.

Thank you



A l a s k a  S t a t e  L e g i s l a t u r e

S e n a t e  M a j o r i t y  W e b :  w w w . a k r e p u b l i c a n s . o r g

Sponsor: Senator Charlie Huggins
C urrent Version: SB 174
Contact: Deb Grundmann, 465-3878

Fact Sheet for: Senate  Bill 174 

S h ort  Title: EXEM PT 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.

B ackground:
■ 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 
o f  the bill. It applied the tax to rental trucks used to move personal belongings. The 
legislation ensures only visitors, not Alaskans, pay the tax.

FacI Sheet Revision Dale Monday. April 18, 2005 02:38 PM
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A L A S K A  S T A T E  L E G IS L A T U R E
Senate District H 
600 E. Railroad Avenue 
W asilla AK 99654 
907-376-4866 
907-373-4724 -  Fax
Senator_Charlie_Huggins@ legis.state.ak.us

State Capitol, Room 417 
Juneau AK 99301-1182 

907-465-3878 
Fax: 907-465 3265 

800-862-3878 
w ww .akrepublicans.org/huggins/

Charlie Huggins 
Senator

4 /1 6 /0 5

Sponsor Statement
S B  1 7 4  -  “ A n  A c t e x c lu d in g  c e rta in  t ru c k s  f r o m  th e  d e fin it io n  o f  ‘ p a sse n g e r v e h ic le ’ f o r  
p u rp o se s  o f  th e  p a s se n g e r v eh ic le  re n ta l ta x ; an d  p ro v id in g  f o r  an  e ffe c tiv e  d a te .”

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

In 2003 the A laska State Legislature passed HB 271 as a tourism-based tax on passenger rental 
cars and recreational vehicles. The purpose o f  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 to move,
2.) O u r local independent outlets,
3.) The consum er truck rental business overall.

The Department o f  R evenue has assessed the tourism-based tax on all rental vehicles, including 
trucks less than 26,000 pounds. This interpretation o f the law results in the 10% tax being 
applied to A laska 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 IIB 347 was introduced to correct the unintended consequence created by HB 271 and 
provided an exem ption for taxicabs. This corrective legislation passed and was signed into law.

SB 174 will ensure that the tax applies more specifically to the intended target o f  visitors renting 
passenger vehicles and recreational vehicles, rather than the unintended target o f  Alaska 
businesses and  citizens w ho  rel v on truck rentals for the continued flow o f com merce and 
m ovem ent o f  household goods.

mailto:Senator_Charlie_Huggins@legis.state.ak.us
http://www.akrepublicans.org/huggins/


Senate Floor Bullets
SB 174 -  “ A n  A c t e x c lu d in g  c e rta in  t ru c k s  f r o m  th e  d e fin i t io n  o f  ‘ p a s se n g e r v e h ic le ’  f o r  
p u rp o s e s  o f  the p a s s e n g e r v eh ic le  re n ta l ta x ; a n d  p ro v id in g  f o r  a n  e f fe c t iv e  d a te .”

•  S B  174 w a s  in t r o d u c e d  to  co rre c t  an  u n in t e n d e d  c o n s e q u e n c e  o f

l e g i s la t i o n  p a s s e d  in 2003 - House Bill 271
•  H B  271 im p o s e d  a  tax o n  p a s s e n g e r  renta l c a r s  a n d  r e c r e a t io n a l  v e h i c l e s .

T h e  p u r p o s e  to tax v is i t o r s  u s in g  o u r  r o ad  s y s t em ,  n o t  l o c a l  c i t iz e n s .

•  B i l l  271 h a s  n e g a t i v e ly  im p a c t e d  the f o l l o w i n g :

1.) A l a s k a  c i t i z e n s  n e e d in g  to m o v e ,

2 .)  O u r  l o c a l  in d e p e n d e n t  o u t le t s ,

3.) T h e  c o n s u m e r  truck  renta l b u s in e s s  o v e r a l l .

S B  174 w i l l  e n su r e  that b u s in e s s e s  and  c i t i z e n s  w h o  re ly  o n  truck  ren ta ls  f o r  the 

c o n t in u e d  B o w  o f  c o m m e r c e  an d  m o v e m e n t  o f  h o u s e h o ld  g o o d s  w i l l  not b e  

a s s e s s e d  th is  tax.

A  ren ta l truck  b e in g  e x e m p t e d  u n d e r  th is l e g i s la t io n  h a s  t o  m e e t  t w o  cr iter ia :

1.) a  g r o s s  v e h i c l e  w e ig h t  rat ing  g re a ter  than  8 ,500  p o u n d s

2.) a  tru ck  that is  d e s i g n e d  o r  m a in t a in e d  P R I M A R I L Y  fo r  the tran sp or ta t ion  

o f  p e r s o n a l  p r op er ty

T h e  d e p a r tm en t  o f  R e v e n u e  e x p e c t s  to r e c e iv e  a p p r o x im a t e l y  $ 7 .4  m i l l i o n  f r om  the 

v e h i c l e  renta l tax. E x e m p t i n g  rental tru ck s  a s  p r o p o s e d  u n d e r  th is  l e g i s la t i o n  w i l l  

resu lt  in  a  l o s s  o f  r e v e n u e  in the a m o u n t  o f  a p p r o x im a t e ly  $ 2 7 5 .0  a s  the  f i s c a l  n o te  

s h o w s .

M is c .  F a c ts

4 9  -  I n d e p e n d e n t  U - H a u l  O u t le t s  in  the S ta te .

3  -  U - h a u l  m o v i n g  c e n te r s

5 -  S t o r a g e  f a c i l i t i e s  w i t h  ‘‘U - h a u l ” type  truck s



A L A S K A  S T A T E  L E G IS L A T U R E
Senate D istrict H State Capitol, Room 417
600 E. Railroad Avenue Juneau AK 99801-1182
Wasilla AK 99654 1 907-465-3878
907-376-4866 I / fax: 907-465-3265
907-373-4724-F ax  800-862-3878
Senator_Charlie_Huggins@ legis.state.ak.us w w w .akrepublicans.org/huggins/

Charlie Huggins 
Senator

M ay 4, 2005

To: Representative Norman Rokeberg, Chairman
House Rules Comm ittee J

From: Senator Charlie Huggins

Subject: Request to Schedule H CSSB 174(FrN) for a floor vote

I respectfully request the scheduling o f House CS for SB 174 (FIN) -  “An Act excluding certain 
trucks and vehicles provided by automobile dealers as replacement transportation during 
warranty, recall, o r  service contract repairs from  the from the definition o f  ‘passenger vehicle’ 
for purposes of the passenger vehicle rental tax; and providing for an effective date,” for a House 
floor vote at your earliest convenience.

Thank you for your favorable consideration o f this request.

Attachments

mailto:Senator_Charlie_Huggins@legis.state.ak.us
http://www.akrepublicans.org/huggins/
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Charlie Huggins 
Senator

5 /4 /0 5

Sponsor Statement
H ou se  C S  f o r  S B  1 7 4  ( F IN )  -  “ A n  A c t e x c lu d in g  c e rta in  t r u c k s  an d  v eh ic le s  p ro v id e d  by  
a u to m o b i le  d e a le r s  as re p la c em en t t r a n s p o r ta t io n  d u r in g  w a r r a n ty , r e c a l l ,  o r  se rv ic e  
c o n t ra c t  re p a i r s  f r o m  th e  f r o m  the d e fin it io n  o f  ‘ p a s se n g e r v e h ic le ’  f o r  p u rp o se s  o f  the 
p a sse n g e r v e h ic le  re n ta l ta x ; a n d  p ro v id in g  f o r  a n  e f fe c t iv e  d a te .”

House CS for SB 174(FIN) will correct unintended consequences o f  legislation passed in 2003.

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

The first category negatively  impacted relates to the rental o f  U-Haul type trucks and affects the 
following:

1.) Alaska citizens needing to move,
2.) O u r local independent outlets,
3.) The consum er truck rental business overall.

The Departm ent o f  Revenue has assessed the tourism-based tax on all rental vehicles, including 
trucks less than 26,000 pounds. This interpretation 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.

The second category impacted relates to rental vehicles when provided by an automobile dealer 
to a customer, as replacem ent transportation during warranty, recall, or service contract repairs. 
HCSSB 174 (FIN) clarifies that under this instance the custom er and or dealership is exempt 
from the imposed vehicle rental taxes.

HCSSB I74(FIN) will ensure that the tax applies more specifically to the intended target of 
visitors renting passenger vehicles and recreational vehicles, rather than the unintended target of 
Alaska businesses and citizens.

mailto:Senator_Charlie_Huggins@legis.state.ak.us
http://www.akrepublicans.org/liuggins/


H C S  S B  174 a m  H  -  A n  act  e x c lu d in g  ce r ta in  t ru ck s  a n d  v e h i c l e s  p r o v id e d  

b y  a u t o m o b i l e  d e a l e i s  a s  r e p la c e m e n t  tran sp or ta t ion  d u r in g  w a r r a n ty ,  r e c a l l ,  

o r  s e r v i c e  c o n t r a c t  repa ir s  f r o m  the  d e f in i t io n  o f  ‘p a s s e n g e r  v e h i c l e ’ fo r  

p u r p o s e s  o f  the  p a s s e n g e r  v e h i c l e  ren ta l tax.

The House Finance Committee a d o p t e d  the  f o l l o w i n g  a m e n d m e n t :

T h e  e f f e c t  o f  the  a m e n d m e n t  is  it ( e x em p ts  “l o a n e r ” v e h i c l e s  f r o m  the  tax 

w h e n  d e a le r  p r o v id i n g  it to  the c u s t o m e r  fo r  w a r ra n ty ,  r e c a l l  e tc .)

H(F1N) amendment -  P a g e  2, l in e  10 -  a d d e d  ( G )  -  a  v e h i c l e  p r o v id e d  b y  

an  a u t o m o b i l e  d e a le r  to a  c u s t o m e r  a s  r e p la c e m e n t  tran sp or ta t ion  d u r in g  

w a r r a n ty ,  r e c a l l ,  o r  s e r v i c e  c on tr a c t  repa ir s  i f  the d e a le r  d o e s  n o t  r e c e i v e  

c o m p e n s a t i o n  f r om  the  c u s t o m e r  for  p r o v id in g  the  v e h i c l e ;

T h e  H o u s e  F l o o r  a m e n d e d  s e c t io n  ( G )  b y  t a k in g  o u t  the  w o r d s  [from the 
customer]

Ta lk ing  Points

Supporting Senate Concur w ith  House Am endm ents

5/9/05



H ouse F lo o r  Bu lle ts

HCSSB 174 (FIN)- “An Act excluding certain trucks from the definition of ‘passenger 
vehicle’ for purposes of the passenger vehicle rental tax; and providing for an effective 
date.”

•  S P  174 w a s  i n t r o d u c e d  to co r re c t  u n in t e n d e d  c o n s e q u e n c e s  o f  l e g i s la t i o n

p a s s e d  in  2 003  -  H o u s e  B i l l  271

•  H B  271 im p o s e d  a  tax o n  p a s s e n g e r  renta l c a r s  a n d  r e c r e a t io n a l  v e h i c l e s .

T h e  p u r p o s e  to  tax v i s i t o r s  u s in g  o u r  r o a d  s y s t em ,  not l o c a l  c i t i z e n s .

•  B i l l  271 h a s  n e g a t i v e l y  im p a c t e d  the f o l l o w i n g :

1.) A l a s k a  c i t i z e n s  n e e d in g  to  m o v e ,

2 .)  O u r  l o c a l  i n d e p e n d e n t  o u t le t s ,

3.) T h e  c o n s u m e r  tru ck  renta l b u s in e s s  o v e r a l l

S B  174 w i l l  e n s u r e  that b u s in e s s e s  a n d  c i t i z e n s  w h o  re ly  o n  truck  ren ta ls  for  the 

c o n t i n u e d  f l o w  o f  c o m m e r c e  a n d  m o v e m e n t  o f  h o u s e h o ld  g o o d s  w i l l  n o t  b e  

a s s e s s e d  th is tax.

A  ren ta l tru ck  b e in g  e x e m p t e d  u n d e r  th is l e g i s la t i o n  h a s  to m ee t  t w o  cr iter ia :

1.) a g r o s s  v e h i c l e  w e i g h t  ra t in g  g re a ter  than  8 ,500  p o u n d s

2.) a  tru ck  that is d e s i g n e d  o r  m a in t a in e d  P R I M A R I L Y  for the t r an sp o r ta t io n  

o f  p e r s o n a l  p r op e r ty

T h e  d e p a r tm e n t  o f  R e v e n u e  e x p e c t s  to  r e c e iv e  a p p r o x im a t e l y  $7 .4  m i l l i o n  f r om  the 

v e h i c l e  r en ta l  tax. E x e m p t i n g  renta l t a i c k s  as p r o p o s e d  u n d e r  th is l e g i s la t i o n  w i l l  

r e su lt  in a  l o s s  o f  r e v e n u e  in the a m o u n t  o f  a p p r o x im a t e l y  $ 2 7 5 .0  a s  the f is c a l  no te  

s h o w s .

M i s c .  F a c t s

4 9  -  I n d e p e n d e n t  U - H a u l  O u t l e t s  in the  S ta te .

3 -  U - h a u l  m o v i n g  c e n t e r s

5 -  S t o r a g e  f a c i l i t i e s  w i t h  “U - h a u l ” t y p e  t ru ck s



H o u s e  F i n a n c e  C o m m i t t e e  a m e n d e d  S B  174 to  i n c l u d e  a n o t h e r  in s t a n c e  o f  an 

u n in t e n d e d  c o n s e q u e n c e  o f  the  l e g i s l a t i o n  p a s s e d  in  2003 .

O n  p a g e  2 l in e s ,  1 0 -1 3  w e r e  a d d e d  to c l a r i f y  that ren ta l v e h i c l e s ,  w h e n  p r o v id e d  

b y  an  a u t o m o b i l e  d e a le r  to  a  c u s t o m e r  a s  r e p l a c e m e n t  t r a n sp o r ta t io n  d u r in g  

w a r r a n ty ,  r e c a l l  o r  s e r v i c e  c o n t r a c t  rep a ir s ,  are  e x e m p t  f r o m  im p o s e d  v e h i c l e  renta l 

tax e s .



Bills aim 
to exempt 
U-Hauls 
from tax
■ RENTALS: Current law charges 
10 percent fee on trucks, vans.

By CARRY PERSILY
Anchorage Oaily N ew s

.JUNEAU — Legislators hadn't intended 
dial any more Alaskans than absolutely nec­
essary should have to pay the vehicle rent­
al 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 exempt rental trucks used "primarily for the 
transportation of personal property.”

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

The legislation is written to specifically ex­
empt trucks rated at more 
than 8,500 pounds gross 
weight, which covers the en­
tire U Haul fleet.

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

The Legislature in 2003 ad­
opted a 10 percent state tax 
on vehicle rentals, including 
recreational vehicles, start 
ing Jan. 1. 2004 The state ex­
pects to earn about $7.4 mil 
lion a year from the tax on mo­
tor 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 unsuccessful­
ly to amend the law at the same time they ap 
proved 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 the truck plac­
es,” she said

"The purpose of the tax was to tax visi­
tors 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 sched­
uled for its first hearing Tuesday in Senate 
Transportation, which he chairs.

Kott also has a hill in this session to exempt

Legislature
■ FOR COM 
PlfTE legislative 
coverage and 
tools for par­
ticipating in the 
process, go to

www.adn.cor!

Anchorage Oally Nswi

R E N T A L S :  Tax targeted
Continued from B -l 

sures needs to pass both cham­
bers before going to the gover­
nor for signature into law.

Though he voted for the origi­
nal tax bill, Sen. Con Bunde sees 
the U-Haul exemption as anoth­
er effort to avoid taxing Alas­
kans.

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

The Municipality of Anchor­
age, which charges an 8 percent

tax on motor vehicle rentals, ex­
empts U-Hauls, trucks and all 
other vehicles “used exclusively 
for commercial or non-commer 
cial hauling or delivery of cargo," 
according to municipal code.

Some states, such as Ne­
vada and Oregon, impose a tax 
on truck rentals, while others, 
including Washington and Cal­
ifornia, do not collect a rental 
tax and charge only their regu­
lar sales tax.

■ Reporter Larry Persily can be contacted 
at lpersily@a<Jn.com, or In Juneau at 523- 
9306.

http://www.adn.cor


Ta lk ing  Points

Supporting Senate Concur w ith  House Am endm ents

H C S  S B  174 a m  H  -  A n  a c t  e x c l u d i n g  c e r ta in  t ru ck s  a n d  v e h i c l e s  p r o v id e d  

b y  a u t o m o b i l e  d e a le r s  a s  r e p l a c e m e n t  t r an sp o r ta t io n  d u r in g  w ar r a n ty ,  r e c a l l ,  

o r  s e r v i c e  c o n tr a c t  r ep a ir s  f r o m  the  d e f in i t i o n  o f  ‘p a s s e n g e r  v e h i c l e ’ fo r  

p u r p o s e s  o f  the p a s s e n g e r  v e h i c l e  ren ta l tax.

T h e  H o u s e  F i n a n c e  C o m m i t t e e  a d o p t e d  the  f o l l o w i n g  a m e n d m e n t :

T h e  e f f e c t  o f  the a m e n d m e n t  is it ( e x em p t s  “ l o a n e r ” v e h i c l e s  f r om  the tax 

w h e n  d e a l e r  p r o v id in g  it to the c u s t o m e r  fo r  w a r r a n ty ,  r e c a l l  e tc .)

H ( F I N )  a m e n d m e n t  -  P a g e  2, l in e  10 -  a d d e d  ( G )  -  a  v e h i c l e  p r o v id e d  by  

an a u t o m o b i l e  d e a le r  to a  c u s t o m e r  a s  r e p l a c e m e n t  t r an sp or ta t ion  d u r in g  

w a r r a n ty ,  r e c a l l ,  o r  s e r v i c e  c o n tr a c t  repa ir s  i f  the d e a le r  d o e s  not r e c e iv e  

c o m p e n s a t i o n ^ f r o m  the c u s t om e r ^ f o r  p r o v id i n g  the v e h i c l e :

T h e  H o u s e  F l o o r  a m e n d e d  s e c t io n  ( G )  b y  t a k 'n g  ou t  the w o r d s  [ f r o m  t h e  

c u s t o m e r ]
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F rank H.  Murkow ski
G o v e r n o r

G O V E R N O R » G O V . S T A T E . A K . U S

P.O. BOX 1 lOOOl Juneau. Alaska £981 1-0001 (907) 465-3500 FAX (907) 465 3532 
W W W .G O V .S T A T E .A K .U SS t a t e  o f  A l a s k a

O f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

J a n u a r y  2 6 ,  2 0 0 6

T h e  H o n o r a b l e  J o h n  H a r r i s  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l ,  R o o m  2 0 8  
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  S p e a k e r  H a r r i s :

O n  t h i s  d a t e  I h a v e  s i g n e d  t h e  fo l lo w in g  bill p a s s e d  b y  t h e  s e c o n d  s e s s i o n  
o f  t h e  T w e n t y - F o u r t h  A l a s k a  S t a t e  L e g i s l a t u r e .  I a m  t r a n s m i t t i n g  t h e  
e n g r o s s e d  a n d  e n r o l l e d  c o p i e s  to  t h e  L i e u t e n a n t  G o v e r n o r ’s  O f f ic e  fo r  
p e r m a n e n t  fi l ing :

"An A c t  e x c l u d i n g  c e r t a i n  t r u c k s  a n d  v e h i c l e s  p r o v i d e d  b y  a u t o m o b i l e  d e a l e r s  
a s  r e p l a c e m e n t  t r a n s p o r t a t i o n  d u r i n g  w a r r a n t y ,  r e c a l l ,  o r  s e r v i c e  c o n t r a c t  

r e p  i r s  f ro m  t h e  d e f i n i t i o n  o f  ' p a s s e n g e r  v e h ic le '  fo r  p u r p o s e s  o f  t h e  p a s s e n g e r  
v e h ic l e  r e n t a l  t a x ;  a n d  p r o v i d i n g  fo r  a n  e f f e c t iv e  d a t e . "

H C S  S B  1 74 (F IN ) AM H

C h a p t e r  N o . l ,  SLA 2 0 0 6

S i n c e r e l y  v o u r s ,

F r a n k  H. M u r k o w s k i  
G o v e r n o r

Enclosure

http://WWW.GOV.STATE.AK.US


F rank H. Murkowski 
Governor

p.o. aox 11000' Juneau, Alaska 9981 10001 (907) 465-3500 
FAX (907) 465 3532WWW.GOV.STATE.AK.USGOVERNOR@GOV.STATE.AK. US

S t a t e  o f  A l a s k a
O f f i c e  o f  t h e  G o v e r n o r  

J u n e a u

J a n u a r y  2 6 ,  2 0 0 6

T h e  H o n o r a b l e  B e n  S t e v e n s  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l ,  R o o m  111 
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  P r e s i d e n t  S t e v e n s :

O n  t h i s  d a t e  I h a v e  s i g n e d  t h e  fo l lo w in g  b ill  p a s s e d  b y  t h e  s e c o n d  s e s s i o n  
o f  t h e  T w e n t y - F o u r t h  A l a s k a  S t a t e  L e g i s l a t u r e .  I a m  t r a n s m i t t i n g  t h e  
e n g r o s s e d  a n d  e n r o l l e d  c o p i e s  t o  t h e  L i e u t e n a n t  G o v e r n o r ’s  O f f ic e  fo r  
p e r m a n e n t  fi l ing :

"An A c t x c l u d i n g  c e r t a i n  t r u c k s  a n d  v e h i c l e s  p r o v i d e d  b y  a u t o m o b i l e  d e a l e r s  
a s  r e p l a c e m e n t  t r a n s p o r t a t i o n  d u r i n g  w a r r a n t y ,  r e c a l l ,  o r  s e n d e e  c o n t r a c t  

r e p a i r s  f r o m  t h e  d e f i n i t i o n  o f  ' p a s s e n g e r  v e h ic l e '  fo r  p u r p o s e s  o f  t h e  p a s s e n g e r  
v e h i c l e  r e n t a l  t a x ;  a n d  p r o v i d in g  fo r  a n  e f f e c t iv e  d a t e . "

H C S  S B  174(F IN ) AM H

C h a p t e r  N o . l ,  SLA 2 0 0 6

S i n c e r e l y  y o u r s ,

F r a n k  H. M u r k o w s k i  
G o v e r n o r

Enclosure

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK


LAWS OF ALASKA

2 0 0 6

Source
HCS SB 174(FIN) am H

Chapter No. 
l

AN ACT

Excluding certain trucks and vehicles provided by automobile dealers as replacement 
transportation during  warranty, recall, or service contract repairs from  the definition of 
"passenger vehicle" for purposes o f  the passenger vehicle rental tax; and  providing for an 
effective date.

BE IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

THE ACT FO LLO W S ON PA G E 1



A N  A C T

1 Excluding certain trucks and vehicles provided ny automobile dealers as replacement

2 transportation during warranty, recall, or service contract repairs from  the definition of

3 "passenger vehicle" for purposes of the passenger vehicle rental tax; and providing for an

4 effective date.

3 _________________

6 * Section 1. AS 43.52.099(2) is amended to read:

7 (2) "passenger vehicle" means a motor v eh icL  as defined in

8 AS 28.40.100 that is diiven or moved on a highway or o ther public right-of-way in the

9 state, but does not include

10 (A) a commercial motor vehicle as that term is defined in

11 AS 28.40.100;

12 (B) emergency or fire equipm ent that is necessary to the

13 preservation o f life or property;

14 (C) a farm vehicle that is controlled and operated by a farmer,

-1- HCS SB 174(FIN) am H



1

2

3

4

5

6

7

8

9

10

11

12

13

14

used to transport agricultural products r irm m achinery, or farm supplies to or 

from that farmer's farm, not used in the operations o f  a com m on or contract 

motor carrier, and used within 150 miles of the farmer's farm;

(D) a recreational vehicle; [ORJ

(E) a taxicab;

(F) a ren ta l  t ru c k :  in this s u b p a r a g r a p h ,  " r e n ta l  t ru c k "  

m ean s  a m o to r  vehicle w ith  a  g ross vehicle w e igh t  r a t in g  g re a te r  th an  

8.500 p o u n d s  th a t  is designed , used , o r  m a in ta in e d  p r im a r i ly  fo r  the 

t r a n s p o r ta t io n  o f  p ersona l p ro p e r ty ;  o r

(G) a vehicle p rov id ed  bv a n  a u to m o b i le  d ea le r  to a 

c u s to m e r  as  rep lac em en t  t r a n s p o r ta t io n  d u r in g  w a r r a n ty ,  recall, o r  

service c o n t r a c t  re p a irs  if  the  d e a le r  does not receive co m p e n sa t io n  fro i  

the  cu s to m e r ;

* Sec. 2. This Act lakes effect immediately under AS 01.10.070(c).

H C S SB 174 (F IN ) am  H



AUTHENTICATION

The following officers of the Legislature certify that the attached enrolled bill, HCS SB 

174fFIN) am H, consisting o f  2 pages, was passed in conformity with the requirem ents o f  the 

constitution and laws of the State o f  Alaska and the Uniform Rules o f  the Legislature.

Passed by the Senate January 11, 2006

Ben Stevens, President o f  the Senate
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Passed by the House May 10, 2005
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