ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legislature — Second Regular Session

COMMITTEE ON TECHNOLOGY AND INFRASTRUCTURE
Minutes of Meeting

Thursday, January 19, 2012
House Hearing Room 1 -- 9:00 am.

Chairman Stevens called the meeting to order at 9:14 am. and attendance was noted by the
secretary.

M ember s Present
Mr. Dia Mr. Sedl Mr. Pierce, Vice-Chairman
Mrs. Gonzales Mr. Wheeler Mr. Stevens, Chairman
Ms. Proud

Members Absent
None

Committee Action

HB2152 — DISCUSSED AND HELD

INTRODUCTION OF STAFF

Chairman Stevens requested that Members and staff introduce themselves:
Carissa Cortez, Page

Adrian Luth, Page

Abby Selvey, Committee Secretary

Kristin Cipolla, Democratic Policy Advisor

Patrick Devine, Magjority Intern

Michelle Hindman, Assistant Director of Research

Stephanie Johnson, Assistant Research Analyst

COMMITTEE OF REFERENCE

Chairman Stevens announced that Representative Justin Pierce will replace Representative
Michelle Ugenti as Vice-Chairman.
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CONSIDERATION OF BILLS

Chairman Stevens announced that HB2152 will be discussed and held.

HB 2152 — vehicletitletransfers; database — DISCUSSED AND HEL D

Stephanie Johnson, Assistant Research Analyst, explained that HB2152 creates a database
through the Arizona Department of Transportation (ADOT) that contains information prescribed
on the certificate of title of a motor vehicle (Attachment 1). Ms. Johnson cited the following

provisions:
« Requires ADOT to enter the information on the certificate of title into a database that is
created and maintained by ADOT.

. Directs ADOT to use the database for the purpose of monitoring sales of vehicles in this
state.

. Mandates that ADOT share the database information with the Arizona Department of
Revenue for transaction privilege tax collection purposes.

Mr. Seel, sponsor, explained that the concept behind HB2152 is to allow government to be more
efficient and eliminate fraud, waste and abuse. There are three basic categories of automobile
sales: new, pre-owned and resale by private parties. State law allows private parties to sell three
cars per year without paying sales tax. Mr. Seel is arranging stakeholder meetings to find
solutions for fraudulent sales of vehicles and lost tax revenue.

Frank Sarwark, representing self, testified in support of HB2152 stating some of the following

reasons:

« Automobile dealers are avoiding state sales tax by waiting to transfer titles until a car is sold
to aprivate party.

« Wholesalersare selling vehicles to individuals.

« Wholesalers' title reassignments need to be recorded in a database for auditing purposes.

« Businesses authorized to sell cars without a business license need to be monitored for salesin
excess of the existing three-car rule.

Mr. Sarwark cited an example of abuse on Craigslist where arepair shop listed more than ninety

vehicles for sale during a four-day period.

Chairman Stevens questioned how information from an Arizona Department of Transportation
(ADOT) database can dleviate the situation and how it can be enforced. Mr. Sarwark stated
HB2152 is a starting point that will only address vehicle title reassignment to wholesale dealers,
who are some of the largest offenders.

Mr. Seel stated stakeholder meetings to further discuss the bill are planned and he would like to
move in the direction of being able to recover lost tax revenue from offenders. HB2152 creates
essential tools to assist government agencies.

Ms. Proud inquired about current or possible penalties for offenders, such as the business with
the ninety-plus vehicles for sale online. Mr. Sarwark stated that an audit is conducted and if the
businessis found to be in violation, ADOT issues a cease and desist order. Current penalties are
being reviewed for possible strengthening.
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Chairman Stevens questioned the inclusion of the mechanic and towing industries with regard to
the stakeholder meetings. Mr. Seel stated that he would include the towing industry.

Ms. Proud inquired if the bill affects mechanical liens on a vehicle. Mr. Seel stated that the
construct of current law is how the title to the vehicle is obtained; then businesses sell the vehicle
to aprivate party and avoid paying sales tax, as previoudly stated by Mr. Sarwark.

Chairman Stevensinquired if ADOT had time to review HB2152.

Kevin Biesty, Legidative Liaison, Arizona Department of Transportation (ADQOT), testified as
neutral and stated the department reviewed HB2152 and spoke with Mr. Seel on the intent of the
bill. Mr. Biesty stated there is an assumption an additional tool is needed and he is unsure of its
necessity. He expressed an interest in working with Mr. Sedl at future stakeholder meetings.

Mr. Biesty addressed Members questions including:
« Service Arizona Website

. Data system modification

« Contract renewal

« Open bid process for anew system

Bobbi Sparrow, Government Relations Director, Arizona Automobile Dealers Association,
testified as neutral and stated that Arizona is one of two states that require dealerships to tax
sales but do not require casual sales to be taxed. Ms. Sparrow expressed the difficulty in
enforcing the law and tracking junk titles.

Mr. Seel stated that with the inclusion of third party vendors, towing companies, the Department
of Revenue, the Department of Transportation and the Automobile Dealers Association at the
stakeholder meetings, good language will be designed on the subject to make this hill effective
for the people of Arizona.

Ken Quartermain, Representative, Motor Vehicle Providers Association, testified as neutral and
stated that the Motor Vehicle Providers Association would like to be a part of the stakeholder
meetings as well.

Mr. Seel stated his intent is not to create more burdensome regulations on the industry and he
welcomes Mr. Quartermain’s involvement in the process.

Sean Laux, Legidative Liaison, Arizona Department of Revenue (DOR), stated that the
department is aware that there are some situations in this particular area where taxes are not
being paid. Arizonatax policy is basically ninety-five percent voluntary compliance with about
five percent enforcement. Mr. Seel welcomes Mr. Laux in the involvement of the stakeholder
meetings.

Chairman Stevens asked if this would be a burden on DOR. Mr. Laux stated as the bill is
written, it would not be a burden.
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Vice-Chairman Pierce asked if thisis an attempt to create a system to where it is easier to track
violators of the three-car sales limit. Mr. Seel answered in the affirmative and stated that in the
near future there will be awell-crafted piece of legislation.

Without objection, the meeting adjourned at 9:59 am.

Abby Selvey, Committee Secretary
January 26, 2012

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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