Honarable Russel] Kokubun, Chair
Committee on Commerce, Consumer
Protection and Affordabie Housing
Senate
State of Hawali Hearing: March 11, 2008, $:00 a.m., Conf. Room 229

Re: HE 3196, HD1 - Relating To The Rental Motor Vehicle Surcharge Tax
Honorable Chair Kokubun and Honorable Committee Members:

My name {s Wayne Tanaka and | am the Chair of the Legislative Committee for Catrala-Hawati.
Catrala’s membership consists of the major u-drive {car and truck rental leasing) companies in Hawaii
and the many businesses which support our industry.

Catrata supports this bill which is consistent with the position taken recently by the loint Senate
and House Task Farce which studied the need of how to raise revenues for the Highway Fund from all
users of the highways and not just u-drive vehicles and tour vehicles which pay surcharge taxes.

The loint Senate and House Task Force thus concluded in its report to the legislature:

“The Task Force defers to the Forum and the DOT for now and requests that the DOT
report to the Legistature when the Forum finalizes its recommendations, with the
expectation thot the motter will resulft in proposed legisiation for consideration

for the 2009 Regular Session”.

5B 2501 passed by the Senate is contrary to the Task Force recommendation and sugpests a
permanent tax increase. This is no time for a tax increase and unfairly singling out the u-drive industry or
tour vahicles. Please allow the DOT to do a study and report back to the Legislature before any tax
increase. If more revenues are needed for the highway fund don’t vou agree all possible sources of
revenues for the highway fund should be fairly considered and evaluated and u-drive vehicles ot

unfairly singled out? Do you agrea?

Please do not unfairly single out cur industry for a tax increase. If the study finds that revenues
are needed for the Highiway Fund then all possible sources of revenues should be considarad for fair
increases. As to possible increases for y-dtives, such an increase should start from the base of 52 since
53 daily was anly a temporary increase amount which shouid have sunset back to $2 daily last year.

DOT s study (which this Committee relied on in considering SB 2501) was not a valid survey
supporting the conclugion that the national average of the daily surcharge for u-drives is $6 daily.
Catrzla subsaquently provided this Committee’s Chair with a letter confirming this point and the DOT
has not objected. The DOT has informed Catrala that it agrees the survey does not support a conclusion
of the national average for surcharge taxes being 46 daily as reported by this committes. As an example,
the survey wrongfully referred "to drop charges” of a vehicle at a different location or another state as a
daily surcharge tax.
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Further, tha survey wrongfully compares Hawaii (with its major industry of family oriented
tourism and required minimum of round trip of 5,000 milas if from California)} with such cities/States
as Baltimore, Ann Arbor, Columbus, Billings, Cleveland, New jersey, New York, North Dakota, 5outh
bDakota and Wyoming. Obviously, these cities/States are not a fair comparison since thev are not
Hawail's maior competitors for family oriented tourism with typically a lot of sight seeing. _Don’tyou
agree that if a comparison is to be made it should be a fair comparison?

A fair compation as a competitor for Hawaii's family oriented tourism would be Florida,
Florida’s daily surcharge rate is $2 daily and Catrala heliaves Hawaii should be the same if not lower
since a rountrip to Hawaii is a minimum 5,000 miles uniike many travelers to Florida. For example, in
setting Hawaii's GET tax you first analyze matters and do fair comparisons as to what is right for Hawaii.
Just because Cleveland's sales tax is 7.5% does not automatically mean that Hawail’s sales tax should be
increased to 5% or 6%. Fair comparisons and evaluations must be made before one can automatically
use figures in othar cities/States. Same analysis should take plare for the u-drive industry whose success
is clasely linked to Hawail's major-industry tourism,  Fair comparisons must be made with tourist
destinations which compete with Hawaii for family-oriented vacations and not with cities/5tates that
don’t compete with Hawaii for tourism.

In keeping with Hawaii’s promotion and marketing commercials, u-drive vehicles provida the
sourists the fraedom to explore on their own schedule and repeatedly if they so desire. High daily taxes
will discourage the rental of vehicles, This in turn will reduce overall tourist satisfaction since they will
rent their vehicles for shorter periods of time, not rent the vehicles at all, or decide not to visit Hawaii.

in addition, it is our opinion that the reduction in daily rental of vehicles will also result in
economic hardshin to the many local restaurants and shobs which benefit from tourists, who stop, 2at
and shop as they travel along and explore the beauties and enjoy the many activities Hawaii has to offer,

Our national economy is siowing and rising fuel charges of airlines are making it increasingly
move expensive to vacation in Hawaii. In part, this was likely a contributing factor to 2 cruise ships
recently leaving Hawaii since they raly on customers flying to Hawaii. Thus, fewer tourists are coming to
Mawaii. Further, it is reported that airlings will be reducing their seat capacity to Hawa] likely because
of high travel costs to Hawaii and lower demand. ATA recently annpunced a cut back in its flights to
Hawaii and reports suggest ATA may cancel its 14 to 15 daily flights to Hawaii. More and more tourists
are price sensitive and shop on the internet for the best-family-vacation deals. Let's not further
discourage tourist travel to Hawaii by daily surcharge taxes which are higher than one of Hawaii’s major
competitors for family oriented tourism,

Please be fair to our industry and do not unfairly burden it with a tax increases to the daily
surcharge tax. A study should first be done as to how to fairly raise revenue from all users of the
highways. Please do not unfairly single out u-drive vehicles. We respectfully urge you to pass this bill in
its present form. Thank you for allowing us to testify.
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Re: HAB 3196, HDT — Relating To The Rental Moter Vehicle Surcharge Tax
Honerable Chalr Kokuoun and Honorable Committes Members:

My name is Aaren Medina and | am e General Manager for The Herz
Corparation in Hawail.

' any. supperts this kil in s prasent form. The il is_consistant with the
position taken recently by the Joint Senale and House Task Force, which studied the
need to raise revenues for the Highway Fund from all users of the highways and not just
carrental and tour vehicles.

The Joint Senate and House Task Force coneluded in its report to the legisiarture:

“The Task Force defers fo tha Forum and the DOT for now and requests thot the
DOT report to the Legisiature when the Forum finalizes ifs recommencafions, with
the expeciation that the matter will result in propused legislation  for
considaration for the 2009 Regular Session”.

Please do not seek to unduly burden the cor rental_ingdustry by increasing the
deily surchorge tax on o permanent basks. ¥ more revenues are nesded for the
Highwaty Fund,_the DOT should conduct a sfudy a3 requested by the Task Force, as fo
how to fally raise neceassa ds frorn all users of H i's hichways, rather than single

out the cor rental industry,

, S8 2501 pussed by the Senaie lsconfrary fo the Task Foree recommendation and
suggests an unfalr permanent tax ingrease, The DOT agreas with Catrala that ifs survey
of surcharges is not valid and yet this Committee and others appear to rely onsuch o
survey, Catrala's testimony points fo examples as o why the survey is not valid.

Before any taxes or fees are increcsed, the DOT should be required to dlo a sfudy
as to how to fairy ralse revenues from all relevant sources and users of the highways, os
well as 1o insure that the funds raise from any such faxes and fees are In fost applied o
e mantenance and improvement of Hawgi's highways, :

Plegse pass this bill, as its goals are consistent with the recommendation of the
Joint Senote and House Task Force. | ;

Hartz rents Fords and other fine cars.
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#e: HA 3196, HD1 — Relating To The Rental Motor Vehicle Surcharge Tax

Monorable Chalr Kokubun and Honorable Committee Members:

My name is Gonick Higuehi and { am the oeneral Manager of Doller Rent A Cor ond
Thrifty Cor Rental in Hewdlii.

Our company, YRR ihis kil in Hs present formn. which is consisient with the postiion
terken recently by the Joind Senate and House Task Forge's study of how 1o raise revenues for the
Highway Fund from alt users of the highways and not just u-drive vehicles and tour vehicles,

The Joint Senate and House Task soree thus concluded in its report to the legislature:

whe Task Foree defers to the Forum and the DOT fer now and raquests that the DOT
raport o the Legislature when the Forum finalizes ifs recommendations, with
theexpeciation that the mzrther will resulf in propased iegislation for conslderatiorn
for the 2009 Regulur Session”.

Placse do not seek o unfairly Increcse ihe daily surcharge fox o our indlustry on a
permanent basis. it mere tevenues are needed for the Highwary Fund, the DOT should do sludy
as requested by the Task Force as o how to fairy ralse necessary funds from all users of the
Highway and not to just single cut the y-drive Industry.

58 2501 passed by the samate is contrary to the Task Force recommendation and
suggests an unfair permanegnt tox Incredse. The DOT agrees with Catrola ot its survey of
surcharges is not valid and yet this Commitiee and others appacr ta rely on such a survey.
Catrala’s testimony points to examples as to why ihe survey is not velid,

Plegse be fair. Do not unigitly single out the u-drive industry for a permongnt tox
ingrease, Before ony toaxes or fpaes ore increased the 5OT should be reguired to do o study a5 bes
hew io faldy roise revenues from all relevant sources and users of the highways.

Thank you for allowing us fo testify on s bifl. Please pass this bill whose goals are
consistent with the recommendation of the Joint Sanate and House Task Force, '
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