
MINUTES OF THE ~{EETING 

TAXATION COMMITTEE 
MONTANA STATE SENATE 

February 3, 1987 

The fifteenth meeting of the Senate Taxation Committee 
was called to order at 8:00 A.M. on February 3, 1987 
by Chairman George McCallum in Room 413/415 of the Capitol 
Building. 

ROLL CALL: All committee members were present. 

CONSIDERATION OF SB 228: Senator Van Valkenburg, Senate 
District 30, presented this bill to the committee. He 
said this bill would revise the allocation of that portion 
of the coal severance tax proceeds and interest which does 
not go into the permanent trust fund. It has a general 
fund impact during the coming biennium of around $38 million. 
It would reduce the allocation to the education trust 
and local impact account. The money that would otherwise 
go into the educational trust, would be transferred to 
the school foundation program and the money that would 
otherwise go into the local impact acount is reduced by 
$4.2 million or $4.4 million each year and that also goes 
into the school foundation program. This is necessary 
because of the tremendous need for general fund money 
in the school foundation program in the coming year to 
simply meet 0-0 schedules. The net result is that you 
don't have to spend as much for that particular program 
from the general fund. This bill also takes the money 
that had been deposited into the permanent trust fund 
from the other side, 15% of the interest, and deposits 
that into the general fund interest going into the general 
fund. That is worth approximately $5.5 million in each 
year of the biennium plus it also has that effect for 
1987. He said there is the need for a minor amendment 
to this bill, see attached Exhibit 1. He said this is 
a very integral part of the Governor's proposal to 
balance the budget in this session. This is very similar 
to action taken in the 1985 session and the special session 
in June. 

PROPONENTS: Tom Crosser, Governor's Budget Office, gave 
testimony in support of this bill. He said this is an 
integral part of the Governor's package and we believe 
it is essential in balancing the current budget in the 
state. This will generate $38.5 million by adopting a 
policy that the legislature has adopted in the past. 
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He said the 15% interest would deposit $17.5 million 
directly into the general fund and the other portion of 
the deposits, $21 million approximately, would go into 
the state equalization account for public education. 
The public education account is used to finance the 
foundation program and if the revenues generated to that 
account are insufficient, the general fund makes up the 
difference. 

Murdo Campbell, Montana Coal Board, gave testimony in 
support of this bill. He furnished the committee with a 
resolution adopted by the Coal Board, attached as Exhibit 2. 

Bruce Moerer, Montana School Board Association, gave 
testimony in support of this bill. He said while we 
do not think it is the most desirable situation, we 
are not in the most desirable situation. When we are 
asked the question where are we going to get this money 
for the foundation program if we don't use this, we do 
not have a good answer. 

OPPONENTS: Eric Feaver, Montana Education Association, 
gave testimony in opposition to this bill. Again the 
Governor has proposed, and the legislature has the 
opportunity to endorse, a cap on the education trust. 
Clearly the foundation program needs the money but he 
does not support a cap on the education trust. 

QUESTIONS FROM THE COMMITTEE: Senator Eck asked Senator 
Van Valkenburg if a pay back provision has been considered 
and how he would react to that idea. 

Senator Van Valkenburg said certainly we want to rebuild 
but he would need to know the source of funding for the 
pay back before commenting further. 

Tom Crosser said he did not believe any consideration 
was given to a pay back. He said he did not participate 
directly in the preparation of this legislation. The 
cap will discontinue at the end of the biennium and the 
distribution to the education trust does pick up at that 
point in time. 

Senator Van Valkenburg closed. 

CONSIDERATION OF SB 224: Senator Eck, Senate District 40, 
presented this bill to the committee. She said this bill 
addresses what is an acceptable method of paying gasoline 
distributors in the state. She furnished the committee 
with information concerning evaporation and shrinkage ~ 
and cost of collection allowances provided by various states 
for motor fuel tax, attached as Exhibit 3. In 1952 the 
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distributors were allowed 2% of the six cent tax and all 
we had at that time was a six cent tax. Since that time 
the cost of gasoline, of doing business and the amount 
of tax have all increased. The gasoline distributors are 
asking for 2% of the total tax instead of 2% of the six 
cents. 

PROPONENTS: Doug Alexander, Montana Petroleum Marketers, 
gave testimony in support of this bill. A copy of his 
testimony is attached as Exhibit 4. 

Steve Visocan, Visocan Petroleum, gave testimony in 
support of this bill. There are several areas in which 
he sees a cost associated with the gasoline tax. They 
buy the fuel and pay the tax at the time the fuel is 
purchased rather than based on the sale of the fuel. He 
said we also have a tax on the inventory. There are 
losses due to evaporation and shrinkage. He furnished 
the committee with a copy of an invoice showing the 
gross amount of gallons and net gallons. The net gallons 
would reflect the loss due to shrinkage. See attached 
Exhibit 5. Another area is interest on the tax. They 
have sold a significant volume of fuel, and of $453,000 
sold, $90,000 of that is tax. His interest cost is 
about $10,877. Another area is in collecting the tax 
and preparing the report. They furnish a good form to 
work with but it is not an easy task and requires a lot 
of time. They hire a person 1/2 time on a full time 
basis to collect data and make sure they are properly 
paying the state for the tax. It costs them $4,800 
to pay this individual at $5.00 per hour for this service. 

OPPONENTS: Gary Wicks, Director, Montana Department of 
Highways, gave testimony in opposition to this bill. He 
said his main concern is the amount we are dealing with 
here. He referred to the fiscal note and said his numbers 
are consistent with that. If the bill passed, as written 
now, we are talking about increasing the amount of money 
they receive $886,000 for the fiscal year which would 
end in 1989. It would go from the current $546,000 
if the current gas tax says at 17 cents a gallon. If 
the legislature approves the increase that passed the 
House of three cents a gallon, the shrinkage allowance 
would go to $1.2 million. That is about a $1.7 million 
deduction from monies that would otherwise go to build 
Montana highways. He said we have a difficult time 
getting a fuel tax passed by the legislature and it 
seems that as soon as we get one passed there are efforts 
made to take the money away before we get the opportunity 



Senate Taxation 
February 3, 1987 
Page Four 

to put it on the board. There will be other bills that 
will impact the Highway Department. The Highway Depart
ment ends up getting fairly less than more people think. 
He listed where the money goes to, leaving a balance of 
$24-25 million. He said that is what is left over for 
the highway program and that is why $1.7 million does 
mean something to the Highway Department. 

Jim Manion, representing the Montana Automobile Assn., 
gave testimony in opposition to this bill. He said the 
concept is not something that they disagree with, perhaps 
it is slightly inequitable. He does share the same concern 
that Mr. Wicks expressed, the amount of money that does 
not go to the highway earmarked account that should come 
off the top. 

QUESTIONS FROM THE CO~~ITTEE: Senator Bishop asked 
Steve Visocan what impact this will have on his own 
business. 

Steve Visocan said if the increase goes through he could 
estimate it would be around $8,000 to $10,000. 

Senator Mazurek asked Mr. Visocan what the present 
shrinkage allowance yielded to him. 

Steve Visocan said around $5,000. 

Senator Eck asked Norris Nichols to comment on the informa
tion she furnished to the committee in Exhibit 3. 

Norris Nichols said 
shrinkage and other 
is no consistency. 
others allow a flat 
for the retailer. 

some states don't allow anything for 
states do allow something but there 
Some states allow a percentage and 

figure. Some states allow a share 
There are no two states the same. 

Senator Mazurek asked Mr. Nichols if they have ever 
figured out what each percent is worth in a dollar 
amount to the distributor. 

Mr. Nichols said he could get that information. 

Senator Eck closed. 

FURTHER CONSIDERATION OF SB 200: Senator McCallum 
appointed Senators Brown, Hirsch, Neuman and Severson 
to a subcommittee to review this bill. Senator Brown 
was appointed Chairman. 
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DISPOSITION OF SB 63: Jim Lear furnished the committee 
with amendments to SB 63 and reviewed them with the 
committee. See attached Exhibit 6. 

Senator Hirsch said the effect of the amendments is to 
get at the boat situation where they can be taxed where 
located but the other property has to be gainfully 
employed to receive the tax of that county. 

Senator Halligan said in the situation of big dozers 
that may sit idle for a whole tax year, if used the 
year before in a certain county it would still be taxed 
in the same place that it was used in the last year. 

Jim Lear said this is identifying a single tax year, 
isolating a tax year and property located there on 
January 1. If it is not used, it is still located 
there January 1 and that is where it would be taxed. 

Senator Mazurek said if you have equipment idle, you 
could park it there for the whole year. 

Jim Lear said this would allow that. 

Senator ~euman said if I have a construction operation 
and I live in Cascade County and have a job in another 
county, do I have to pay tax in the other county. 

Senator Hirsch said yes, that is right. 

Senator Neuman asked if the equipment operator could 
pay the tax in his own county if he wanted to. 

Senator Eck said if the owner of the equipment wanted 
to be taxed where he resides he could use it in that 
county for a day or two at the beginning of the year. 

Senator Hirsch made a motion that the amendments be 
adopted. 

Senator Neuman said the construction company is located 
in one county, usually a county with a bigger city, but 
there is very little work in that county. Now the tax 
will go to those other counties where they do the work 
after the first of the year. 

Jim Lear said the first step that needs to be met is that 
you have to have two competing counties for assessment. 
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Senator Neuman said once we pass this law there will 
be assessors out assessing this equipment. 

Senator Halligan asked if when looking at the amendment, 
if other things other than heavy equipment, road graders, 
etc., were looked at. 

Jim Lear said commercial property is what I was asked 
to address with this amendment. 

Senator Mazurek asked if there was talk about prorating. 

Senator McCallum said that is hard to do. One county 
gets the money and sometimes it is hard to get that 
county to release the proration to the other county. 

Senator Hirsch's motion that the amendments be adopted 
carried with the committee. 

Senator Brown made a motion that SB 63 DO PASS AS 
AMENDED. The motion carried 8-4, see attached roll 
call vote sheet. 

ADJOUR.~MENT: The meeting adjourned at 9: 20 A.H. 

ah 
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1. Page 16. 

AMENDMENTS TO SB 228 
(Introduced Bill) 

Following: line 2 
Insert: "NEW SECTION. Section 12. Coordination 

instruction. If section 3 of this act and House 
Bill No. 12 are both passed and approved, the 
amendment to 20-9-343 (3)(c) contained in House 
Bill No. 12 is void." 

Renumber: subsequent sections 

2. Page 16, line 10. 
Following: "March 31," 
Strike: "1986" 
Insert: "1987" 

3. Page 16, line 16. 
Following: "approval" 
Insert: "or April 1, 1987, whichever occurs later" 

SEN".h T;\XAT;QN 

EXHIBIT NO.--'-':/~!w-=---
DATE ;1-3 - 7 
Bill NO. $5-22 3' 

:;-.3 -/7 
C ~' - J ' 'J J// I 
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A RESOLUTION OF THE MONTANA COAL BOARD RECOMMENDING THE DECREASE OF 
FUNDING FOR THE IMPACT ASSISTANCE PROGRAM FOR FY '88 AND '89 

AND PLACING THESE FUNDS AT THE DISCRETION OF THE GOVERNOR 
TO HELP MEET THE STATE'S REVENUE NEEDS 

WHEREAS, the Montana Coal board members are duly appointed by, and serve 
pleasure of, the Governor and are confirmed by the Montana Senate; and 

WHEREAS, the Montana Coal Board's purpose is to administer the Local 
Assistance Program; and 

at the 

Impact 

WHEREAS, the purpose of the Local Impact Assistance Program is to assist local 
governmental units. which have been required to expand the provision of public 
services as a consequence of large scale coal development; and 

WHEREAS, the Montana Coal Board believes the impact of decline issue is a future 
major concern, and a provision for its consideration should be adequately 
addressed to resolve this vital issue; and 

WHEREAS, the Montana Coal Board shall award grants and loans from the revenue 
paid into the Local Impact and Education Trust Fund Account for FY '88 and FY 
'89; and 

WHEREAS, the Montana Coal Board's obligation to assist the local governments in 
Montana impacted by large scale coal development has lessened due to the current 
reduction in coal production due to various nationwide and worldwide economic 
factors; and 

WHEREAS, the Montana Coal Board is statutorily mandated to meet quarterly during 
FY '88; and FY '89 and is obligated for a final single payment of $712,650 to 
the Yellowstone County jail project from FY '88 funds; and anticipates future 
consideration of viable funding requests for continuation of ongoing projects 
and programs; and 

WHEREAS, the Montana Coal Board recognizes the very real need for revenue to 
supplement the state general fund during the coming biennium. 

NOW, THEREFORE, BE IT RESOLVED, that the Montana Coal Board recommend that the 
Governor propose a decrease in the amount of funding available to the Coal Board 
from 6.65% to 1.25% which will provide approximately $4.6 million for FY '88 and 
$4.7 million for FY '89, for a total of $9.3 million of relief for the general 
fund, for use in facing anticipated revenue shortfalls in the upcoming biennium. 

SENATE TAXATION 
EXHIBIT NO.~2::...-___ -

DATE 2-.8-17 
BIll NO. ~B-2l~ 



,. 

The remalnwg projected receipts available to the Coal Board will be $1.8 "-
million to fund current obligations and to consider future grant requests. 

PASSED, ADOPTED, AND APPROVED by the Montana Coal Board on this 21st day of 
November, 1986. 

MONTANA COAL BOARD 

HERSHEL M. ROBBINS, Chairman 

NELL KUBESH, Vice-Chairman 

DARCY GALASSO 

JACK G. STEVENS· 

MONTY LONG 

DR. PAUL PALM 

DR. DALE TASH 

- 2 -
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Norris Nichols 
AJminislralor 
Department of Revenue 
Motor Fuel Tax Division 
P.O. Box 5895 
Helena, Montana 59601 

Dear Mr. Nichols: 

J-'<- '7' ~l 7". ,'-\C'{!~ $v ./(" '-- C 

In accordance with your request for information on evaporation and shrinkage 
and cost of collection allowances provided by the various states for motor fuel tax, 
I have done a quick review of the information available to us, and enclose this data 
for your use. 

If I can be of further assistance in this regard, please feel free to call. 

Very tr~~ yours, r\. 

~ 'h~' "-- \7,\-~" 1" Jo t an . Lyon . 
S ior Staff Associ', 

.' 
SENATE TAXATION 
£XHIBIT NO_ ..8 
OATE. Z --:.3~-;;"'f-:r7~---
a'll NO. SB ... 2 i if 



IIDLRA liON OF TAX ADMINISTRATORS 
-I-l-l :\()KfII CWITOL STREET. :-< W. WASHINGTON. D.C. 20001 

January 13, 198' 

ALLOWANCES FOR COST OF COLLECTION AND FOR EVAPORATION AND 
SHRINKAGE LOSSES - STATE MOTOR FUEL TAX LAWS 

The tables that follow and supporting detail show the allow
ances for cost of collection and for evaporation and shrinkage losses 
under state gasoline tax and special fuels tax laws. Ther~ are also 
tables on allowances or refunds granted to retail dealers to cover 
evaporation and shrinkage losses. 



ITDFKATION OF TAX ADMINISTRATORS 
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EXHIBIT NO. J 

::.tate 

AL 
14K 
AZ 
AR 
CA 

CO 
CT 
DE 
FL 
GA 
HI 
10 
TL 
IN 
IA 

t; )

L_A 
ME 
1'10 
MA 
MI 
I"IN 
MS 

r10 
I"1T 

NE 
~N 

NH 
NJ 
NM 
NY 
NC 
NO 
OH 
m: 
OR 
FA 
RI 
5C 

.... ':30 
TN 
TX 
UT 

--=----.. 
DATE.. d- 3 -1'7 

Wl1 'ML 8. B. ,t.;;'~ 
TABLE 1 

ALLOWANCES AND DEDUCTIONS FOR COST OF 
COLLECTION, EVAPORATION, ANO SHRINKAGE - GASOLINE TAX 

Ta:-: Rate F'er 
Gallon (cents) 

11 
8 

16 
13.5 

9 
18 
17 
13 

4 
7.5 

15 to 19 
14.5 
13 
14 
16 
11 
15 
16 
14 
13.5 
11 
15 
17 

9 
7 

17 
18.2 
11.25 
14 

8 
1 1 

8 
15.5 
13 
12 
10 
12 
12 
13 
13 
13 
17 
15 
14 

Percent Allowance 
Evaporation & Cost of 

Shrinkage Collectlon 

"":!' 
'-' 

1 to 2 

1 
c-
'-' 

.::,. 

.-. 

..::. 

2 

1 

2 

2 to 1 
1 
..,. 
. ..;. 

1 

2 to 1 
1 

6 to '_' 

2 to .5 

2 to .5 

2.65 

2 

Both 

1 
'-' 

1 
1 

1.6 
,.:. to 1.25 

1 

. .,.:. 

4.5 tLJ -"\ 
1.5 
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State 

VT 
VA 
WA 
WV 
WI 
WY 
DC 

----..;:~----
D/lJL __ -=d.~-~..J:....::-!!....3L7 __ 

B/l.l NO._ ~.8..:l.2 st -111 

TABLE 1 (contillued) 

ALLOWANCES AND DEDUCTIONS FOR COST OF 
COLLECTION. EVAPORATION, AND SHRINKAGE ~ GASOLINE TAX 

T a;.: Rate Per 
Gallon (cents) 

1 < '.' 
17.5 
18 
10.5 
17.5 

8 
15.5 

Percent Allowance 
Evaporation & Cost of 

Shrinkage Collection 

1 
1 

.25 of 1 
.5 of 1 

1.5 

Both 

In addition, the following states permit gain or loss Items to 
be indicated on the fuel tax return: Alabama, California. Connecticut, 
Maryland, Massachusetts, Missouri, Nevada, New Hampshire. New Jersey, 
New Mexico, New York. Ohio, Oklahoma, Pennsylvania, Rhode Island. 
Vermont. and the District of Columbia. ~ 

• 
2 



ITIlI:RATION OF TAX ADMINISTRATORS 
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EXHIBIT I--A 

DETAIL OF ALLOWANCES FOR EVAPORATION AND SHRINKAGE - GASOLINE 

Alabama 

Alaska 

Color-ado *' 

Cieorgia 

f·.an :;as 

LOUIsiana 

Maine *' 

Massachusetts 

Michi(~an If-

Minnesota *' 

Misslssippi 

Montana 

Nebraska· 

New Hampshire *' 

New Me:< i co *' 

Nor-th Carol ina 

21. of ta:·: due. not to e>:ceed :t500 per month 

11. of ta>: due, not to e:·:ceed :tlOO per month 

21. of gallons received 

11. of 5.5 cents per gallon of the ta>: due 

2.51. of the first one million gallons received. 
and 21. of gallonage in excess of one mIllion 

Qualified jobbers -- 31. of the first 4 cents of 
tax; dealers -- 3% of the first 1 cent of tax 

Allowance will be made for actual loss up to an 
amount equivalent to 11. of receipts plus 11. of 
transfers or to 2% of receipts. whichever is less 

Practice established of allowinq a 11. deduction 
of tax for handling losses; evidence may be 
presented that a higher allowance should apply 

2/. of gallons received 

31. of gallons received 

21. of tax due 

21. of the first 6 cents of ta>: due 

31. of gallons received 

11. of gallons received 

21. of gallons received less deductions 

21. on gross monthly receipts not exceeding 150,000 
gallons, 1.51. on gross monthly receipts in excess 
of 150,000 gallons and not exceeding 250,000 
gallons, and 11. on gross monthly receipts in e~ce5S 
of 250,000 gallons 

Optional methods: a) a percentage allowance if the 
di str i butor computed the ta:< on the "ad justed 
monthly receipts" basis; b) no percentage allowance 
if the tax is determined according to the "per 
gallon disposed of" basis 

* See also Exhibit III-A, Detail of Allowances to Retailers 

1 
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• " /\}"& J 'if 

,'.,jOt-th Dakota 

OhlO .. 

Scuth Carolina 

Vermont 

\/irqInia 

WashIngton 

West Vircpnia 

Wlc:;consin .. 

Exhibit I-A (contInued) 

EXHIBIT NO._ J 
DATE- s6~ 3 - ~7'--- " 
BILL NO._ S.8 . .:l.:l Y. 

Deduction of actual shrinkage on amount recelved: 
I ·, 

;. rna;·: 1 mum 

3% of gallons received less deductions 

1% of tax due on storage of gasoline 

1% of gross quantity of fuel obtained 

Distributor has the option of having the tax 
imposed upon motor fuel used or sold In the state 
or on the gross quantity of motor fuel obtained 
less a 1% allowance for shrinkage and evaporation 
losses 

.5% of tax paid, to a maximum of $500 per month 

.25% of net gallons taxable 

.5% of gallons received less deductions 

1.5% of gallons receIved less deductIons 

* See also Exhibit III-A, Detail of Allowances to Retailers 



I·LDERATION OF TAX ADMINISTRATORS 
.).).) NORTH CAPITOL STREET. NW. WASHINGTON. D.C. 20001 

E:-: h i bit 1-8 

DETAIL OF ALLOWANCES FOR COST OF COLLECTION - GASOLINE 

Colorado 

Florida 

Illinois 

Indiana 

Nebraska 

North Dakota '* 

Oklahoma 

F'ennsyl vani a 

South Carolina 

Te:-: as 

21. of first 
of ta}: pal d 
per month 

55,000 of tax waid. 
in excess of 55.000; 

.51. of ta:-: due 

11. of all amounts 
Ma:-: i mum of 5400 

61. of tax due on first 500.000 gallons, less 31. of 
tax due on 500,000 gallons to 1.000.000 gallons 

21. of ta>: dLle 

1.61. of ta:·: due 

21. of tax remitted up to 55,000 •. 51. on all sums 
in excess of 55,000 

21. of t a:{ d LIe 

2.51. of net gallons reported for taxation 

Discounts if tax is paid on time: 21. if tax is 
550,000 or I ess~ 1.51. on ta}: in e:-:cess of $50,000 
and not exceeding 575,000; 11. on tax in excess of 
575,000 and not exceeding 5100,000; .51. on tax ln 
excess of 5100,000 

2.651. of tax due, with a maximum of 5750 per month 

21. of tax due~ interstate truckers are permltted a 
deduction of .51. of taxable gallons 

See also Exhibit III-B. DetaIl of Allowances to Retailers 

5 
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Arizona 

Arkansas 

Georgia * 

Hawali 

IdahoII-

tndl.3na 

Iowa 

t:entucky 

Maryland 

Missouri 

Nevada 

DATE.. d - 3 -87 
BILL NO._......;:S::..L.=8 ...... ....::.e2=~:::...Jr-:.-

DETAIL OF ALLOWANCES FOR BOTH COST OF COLLECTION AND 
EVAPORATION AND SHRINKAGE - GASOLINE 

11. of ta:·: due 

31. of first 1.000,000 gallons 

11. of the first 5.5 cents per gallon of tax due 

Tax ranqes from 15 to 19 cents depending on county 

A licensed distributor of motor fuel shall be 
entitled to deduct from the qallons of fuel 
reported for the month, one gallon for each 99 
gallons of liquid fuel sold by retail dealers in 
that county or on that island during the month, as 
shown by certificates furnished by the retail 
dealer to the distributors and attached to the 
distributor's report. 

21. of gallons received less deductions and 
e:·:emptions 

31. of first 300.000 gallons received plus 1.251. of 
gallonage in excess of 300.000 

2.251. of ~allons received less deductions 

There is a deduction for evaporation. shrinkage, or 
unaccountable losses while in storage in any marine 
terminal, refinery, or pipeline terminal equal to 
the actual loss, not to exceed .751. of the total 
number of gallons used. For LPG, 1% of the tax can 
be deducted to cover unaccountable losses, bad 
debts, and handling and reporting the tax. 

11. of the tax due and payable, up to a maximum 
rate of 10 cents per gallon 

3% of gallons received less deductions 

II- See also Exhibit III-B, Detail of Allowances to Retailers 



ITl>ERATION OF TAX ADMINISTRATORS 
IH NOR I'll CAPITOl. STREET. N W . WASIIIN(JTON, nT 2(KKII 

South Dakota 

Tennessee * 

Utah 

Exhibit I-C (continued) 

4.5% of the first 2,500,000 gallons received each 
calendar month and 2% of any gallons in exceS5 of 
such amount 

1.5% of tax due on gallons received less deductions 

2% of gallons received less deductions 

• See also Exhibit III-C, Detail of Allowances to Retailers 

7 



SENATE TAXATION 
(,FDERATION OF TAX ADMINISTRATORS EXHIBIT fJO._~.3,--__ 

444 f>;()IU"H (',\P\TOL STREET. N W . WASHINGTON. D.C. 20(MJI 
DATE... :2.:- .3 _~ r'1 
E'fll.L NO'. .5 !l3. . .:;. "' ... 'j 

State 

CO 
FL 
HI 
IL 
IN 
kY 
LA 
I'1N 
NV 
NM 
NY 
NO 
OH 
m: 
PA 
SD 
rx 
Iv'A 

TABLE II 

ALLOWANCES AND DEDUCTIONS FOR COST OF 
COLLECTION, EVAPORATION, AND STORAGE - SPECIAL FUELS 

Percent Allowance 
Ta>: Rate Per Evaporation ~o( Cost of 
Gallon (cents) Shrinkage Collection 

20.5 
,.., 

1 ..::. 

4 6 to '" ~. 

15 to 19 
13 '") 

"'-

14 1.6 
12 
16 
17 1 
13 

,.., 
..::. 

1 1 2 
10 
13 
1'") ""!' 

"'- '-' 
10 ,.., C" 

..::. • ..J 

12 2 
1< '") to 1 '-' ..... 
15 '") 

"'-

17.5 c:' 
• ..J 

Both 

yes 

1 
3 

In addition, Massachusetts, New York, and North Dakota permit 
speclal fuel loss or gain items to be indicated on the tax return. 

.... 



H:DERATION OF TAX ADMINISTRATORS 
~44 NOI<T11 CAPITOL STREET. NW . WASHINGTON. D.C. 20UUI 

EXHIBIT II--A 

DETAIL OF AllOWANCES FOR EVAPORATION AND SHRINKAGE - SPECIAL FUELS 

Colorado ,..,-, of net gallonage ... 1. 

Minnesota 11. of net gallonage 

New Me>: i co 21. of gallons received less deductions 

Ohio 31. of total gallons sold 

West Virginia C" of gallons received less deductions • ...1 

EXHIBIT 1I-B 

DETAIL OF AllOWANCES FOR COST OF COllECTION - SPECIAL FUELS 

Colorado 

Florida 

Illinois 

Indiana 

Nevada 

Pennsylvania 

South Dakota 

Te:-: as 

.51. of ta:-: paid 

61. of tax due on first 500,000 gallons, less 3% oi 
tax on 500,000-1,000,000 gallons 

21. of the tax due 

1.6% of the tax due 

21. of the tax collected 

21. of gross amount of tax due and paid 

21. of first 25,000 taxable gallons, 11. of all 
taxable gallonage in excess of 25,000; maximum 
deduction of $500 per month 

21. of taxable gallons, and 11. of taxable gallons 
for LPG: interstate truckers are permitted a 
deduction of .51. of taxable gallons 

() 



SENATE rADnOR 
IEDERATION OF TAX ADMINISTRATORS EXHIBIT NO. __ --....;.3~ __ _ 

444 t-.Ol< III CAPITOL STREET. S W. WASHINGTON. D.C. 20001 -DATL __ ~~.:-..-~3-=-_ 8~7L..... ____ 

Hawall 

f:.entucky 

Louisiana 

EXHIBIT II-C 

BIll NO._ S.B. 02~! "
z:'-

DETAIL OF ALLOWANCES FOR BOTH COST OF COLLECTION AND 
EVAPORATION AND SHRINKAGE - SPECIAL FUELS 

1% of 5.5 cents per gallon of tax due 

Tax ranges from 15 to 19 cents per gallon dependlng 
on county 

A licensed distributor of motor fuel is entltled 
to deduct from the gallons of fuel reported for the 
month. one gallon for each 99 gallons of liqUld fuel 
sold by retail dealers in that county or on that 
island during the month, as shown by certificate 
furnished by the retail dealers to the distributors 
and attached to the distributor's report. 

1% of the tax due for LPG 

3% of net taxable gallons sold 

10 



I-FDERATION 01' TAX ADMINISTRATORS 
444 NORTH CAPITOL STREET. NW .. WASHINGTON. D.C. 20001 

State 

CO 
FL 
GA 

ID 
ME 
MI 
MN 
NH 
NM 
ND 
OH 
TN 
WI 

Colorado 

Florida 

MaIne 

I'li ch i qan 

MInnesota 

New Hampshire 

New Me:-: I co 

OhIO 

WI-5COnSln 

TABLE III 

ALLOWANCES TO RETAILERS - GASOLINE 

How PaId 
Ta:-: Rate F'er Whlslr Refund 
Gallon (cents) I.. Allo\.>Jance Must Share ClaIm 

20.5 1 "' I. o-f tel.>: 
4 1. 41.. of ta:-: 
7.5 21. of first <:: c=-

..J •. ..J 

cents of ta:-: 
14.5 11.. of ta:: 
14 .5;' of ta:·: 
15 11.. of ta:-: 
17 11.. of ta:-: 
14 11.. of ta:-: 
1 1 21.. of ta:-: 
13 1·' I. o·f ta:-: 
12 11.. o·f ta:-: 
17 .51.. of ta:: 
17.5 .51.. of ta>: 

EXHIBIT III-A 

DETAIL OF ALLOWANCES TO RETAILERS FOR 
EVAPORATION AND SHRINKAGE - GASOLINE 

... , 

11.. of the 21.. allowance granted to the distributor 
must be passed on to the retailer 

Refund of 1.41.. of the 4 cent tax m~y be claimeo 

Refund of .5% of the tax may be claimed 

Distributor must show that he has paid or credited 
retailer with 1/3 of the 21.. deduction he gets on 
gasoline received 

Distributor must 3now he has paid or credited 
retailer with 1/ of the 31.. deduction he receives 
on gasqline recel~ed 

Refund of 11.. ot tax may be claimed 

Refund of 21.. of tax may be claimed 

Distributor's form has entry entitled "1% allowance 
for gallons received" for retailer's loss due to 
evaporatlon and shrinkage 

Refund of .51.. of tax may be claimed 

11 



IEffATETAXATfOft 
IIIlLRATION 01· TAX ADMINISTRATORS 

EXHIBIT NO._~, ,'---__ 
DATE __ ..<..-..~--=3_-_3...::.7 __ 

BILL NO. __ S~. B;;....,;..... -=...22:.=.,1~:"':: 

~~4 r\()~ lit CAPITOL. STREET. N.W . WASHINGTON. DC. 2(XlOl 

lJeorgla 

Idaho 

EXHIBIT III-B 

DETAIL OF ALLOWANCES TO RETAILERS FOR BOTH COST OF 
COLLECTION AND EVAPORATION AND SHRINKAGE - GASOLINE 

Refund of 2% of 5.5 cents of tax may be claimed 

1% of the total motor fuel tax due on each gallon 
sold to retail dealer is credited by wholesaler 

North Dakota Distributor must credit retailer with 1% of the 
total tax applied to gallons sold 

Tenne-:;see 

EXHIBIT III-C 

DETAIL OF ALLOWANCES TO RETAILERS: 
PURPOSE NOT DESIGNATED - GASOLINE 

.5% of the tax applicable to gallons received less 
deductions must be credited to retailers 

1 ? 
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TESTIMONY ON SENATE BILL 224 
~From Montana Petroleum Marketers 

by President Doug Alexander 

I represent the small independent businessman who serves as a petroleum distributor 
in almost every town in the state. We do not work for large oil companies, we only 
sell their products. We are the people who are responsible for collecting and re
mitting the current .17¢ state and .09 Federal gasoline tax and the .17¢ state 
and the .15¢ federal diesel tax. I would like to emphasize that there are only 
two of us here this morning. Many of our members will be here tomorrow and will 
be contacting you concerning any questions you may have. '-" 

What is shrinkage? Why do we need an allowance for it? It is hard to understand 
and I will try to explain it the simplest way possible. Shrinkage is the loss of 
gasoline product that happens when gasoline is trassported, moved or stored. GAs 
turns into vapors when there is a change in temperature.at both the product and/or 
the atmosphere or the air. 

MoQtana's ambient temperature is 39 degrees. When gas is transported, when it is 
stored in all the bulk plants throughout the state there is a'-loss due to evaporation 
because of the extreme temperature change. When the physical properties expand and 
contract due to temperature changes, evaporation occurs and there is a loss of pro
duct. Please remember that we are asking for the loss in the Montana tax, not 
actual loss of product. 

~'11e original shrinkage allowance was passed in 1952. TIle figure of ?/o was accepted as 
the shrinkage allowance. The bill was written so that only the first.06¢ of montana 
tax would be affected. At that time the tax was only .06¢ and the bill was worded so 
that there would be no misunderstanding or conflict with the federal tax. Since that 
time, the tax has increased to a proposed .20¢ per gallon or an increase of more than 
35~/o. Our shrinkage allowance has remained the same since 1952. You might say this is 
a housekeeping bill. pThist 1same,:;bill presented in the 1985 session. The highway depart-

• ment was our only opposition. Hdwever, at that time the highway department indicated their 
approval as to our wishes but also indicated that this would affect their budget. We 
were advised in 1985 to present this at the next session and they would help us with it. 

During the special session in 1986, the highway department created an amendment to 
help us regain the the 2:'/0 of the Montana tax tha twas created in 1952. This amend
ment was defeated on the floor of the Senate, during the last days of the session. 

, Again, we had hoped that our request would be part of the newly proposed gasoline 
tax, 'but when the bill was created our chrinkage allowance was not included. 

t I would like to pmint out to you the percentage figures 
not near to us in temperature variation. 

North Dakota 4.5% on gross purchases 
Idaho l%'on gross quantity sold 
Minnesota 2:'/0 on gross quantity 
Michigan 1.33% on gross quantity 
Alaska ?/o on gross purchases 

• Nebraska 3% on gross punchases 
Indiana 2:'/0 on gross purchases 

~lease note that states that have a shrinkage allowance 
• 

for those states that are 

are northern tier states and 
SENATE TAXATION 

EXHIBI2N~..3-_.....,r--7~--
DATE ,., a ., " ') Ii 



that states located to the south have a higher ambient temperature and therefore do 
not experince gasoline shrinkage. 

Other factors to remember: 
Please rembmer that Montana Petroleum Distributors receive no allowance for the 
collection, handling and remittance of Montana's gasoline taxes. Today those 
proposed taxes represent almost 25% of the total r.etail cost of gpsoline pro
dcut. Remember also, that when an agricultural user applies for a refund and 
then fails to pay his bill to the distributor, the state of t-bntana is guarnateed 
payment of that tax by the distributor. 

Please vote in favor of Senate bill 224. 

\ 
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Amend Senate Bill No. 63, Introduced Copy 

1. Title, line 6. 
Following: "15-8-408," 
Strike: "15-8-601," 

2. Title, lines 8 and 9. 
Following: "AN" on line 8 
Strike: "IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE" 

3. Page 1, line 21. 
Following: "homes" 
Strike: "arriving" 
Insert: "with taxable situs" 

4. Page 3, line 8. 
Following: "taxes" 
Insert: ", except that in the case of personal property 
used for hire, compensation, or profit the county wherein 
the property is first so used in a tax year is the county 
that shall be entitled to collect the taxes" 

5. Page 3, line 9 through line 4, page 5. 
Strike: section 3 in its entirety 
Renumber: subsequent sections 

6. Page 6, line 16. 
Following: "located~" 
Strike: "and" 
Insert: "T' 
Following: "assessed" 
Insert: ", and used for hire, compensation, or profit" 

7. Page 10, lines 15 through 17. 
Following: "12." on line 15 
Strike: remainder of line 15 through "approval" on 

line 17 
Insert: "Applicability date" 

8. Page 10, lines 18 and·19. 
Strike: "(2) on line 18 
Following: "applies" on line 18 
Strike: "retroactively, within the meaning of 1-2-109," 

9. Page 10, line 20. 
Strike: "1986" 
Insert: "1987" 

, '.": 

.[ 

EXHIBIT NO---!~~---

OAT 2-
BILL NO. .58-i.e . .?) 



ROLL CALL VOTE 

~Tl\rt'IC' ~ TAXATION ~YU~ ~YT~ •• ~. ________________________ _ 

Date February 3, l ... 9~8w.7,-_____ ~Bill No. SB 63 Time 9: 15 A. M • 

NM-1E YES 

SENATOR CRIPPEN /' 
SENATOR NEm\1A~ V 
SENATOR SEVERSOH V 
SENATOR LYBECK V 
SENATOR HAGER V 
SENATOR IvlAZUREK \7' 
SENATOR ECK V 

L7 
« 

IIIi'" SE'NATOR BROWN . 
SENATOR HIRSCH 'V 
SENATOR BISHOP V' 
SEi'IATOR HALLIGAN, VICE CHAIRHAU V 
SENATOR McCALLUH, CHAIRMAi~ V 

Aggie Hamilton Senator George McCallum 

Secretary 

Motion: Senator Brown's motion that SB 63 DO PASS AS M1ENDED. 

Carried 8-4. 

1987 



STANDING COMMITTEE REPORT Page 1 of 2 

............... f:f'4)Jru-iH ... y .. J.~ ................ 19 .... ;:; .. 

" MR. PRESIDENT 

, 

1',.1~.a tit;!) 
We, your committee on ................................................................................................................................... . 

~dndte ~ill 63 
having had under consideration ........................................................................................................ No ............... .. 

f1r~t wbit~ 
_________ reading copy ( ____ _ 

color 

Respectfully report as follows: That .............. q."' ..... "' ............ ;;.+.l.~ ........................................................... No ... " ............ . 
-...J-~""""- .... 4,.;. ·v.......... ~# J 

BE ~.:i{ENOi!) M PCt.r .. o~s; 

1. ~1tl~, ~ih. 6. 
Strik~: ~15-2-601,~ 

z. ~itlo, line~ a and 9. 
Strik.,q '" !P-i.~WrA'l~~ eF'P'Ec<rrVE PATE A.:U) J.. NETROAC-;::.Z" 

:3.. P.-HJ;':r 1,. 1 itHl' 21-
Striker ~3rriviu9~ 
Insert: ~witb t~xable 81tu.-

4. ?ag~ 3 t linq B~ 
?(ji.iO'W.l.l~g: ;It.~:{~ .... ~s~ 
l~&~rt~ ~ exc0pt tbbt 
bil'f!, ;:;(',~p.~\l.;t(l ci~ .. 'l r <:)%" 

tir~t ~~ u~ed in a ta~ 
coll~ct the taxa.· 

in th~ f~;:ii~ ut ~:'<!.r~'.) ... t~l :}.r0?t:.~Ct.~/ ~:::,!f;!:.J i<Jr 
orot 1 t tnc r~;~U:1t: ... J." l!. \:.in!.::!! ~-.c.fl:~ ... ~:ir')t'Nf!r-t '!.' i:r 
~.-'~r is th~~ ·~Otnt., '::.n<'t. s:"l:-! '1 ~"~' ~,:,,,,,, .;,..,,.. t'~,' .t • ..,..... ..;. - ...... ,- _ •• - ' __ ...... " ",t..l. ....... 

s. ?"J~:;f'j 3. !.i~H 9 tlu.·ougb l.in':* 4, p",gH S. 
~tr1ke: aecti0n J 1n its ~ntiraty 
Re!~ut;~bu!; : :~uuc~~qu-t'~~tl t af-"!<: L-i~1!lS 

St.rl..k.,~ ~ 

r;'l5~rt:: 

f'ollc.vl.:lq. .- t:1 ~B(~ 3 ~1:t"t,(! '\ 

1} ::'"0: -~u ~:;~"~i ,~~ t Q 1: 

...................................................................................... 
Chairman. 



-;. V~q.ft' lO~ li: .. ~~s 15 t~h!'J),u,qn 

FolloW1Ugl 412.- on l!~e 15 
Slrlk1:.n. r',,'llkl'LlaOr i}f l.l.r.~ 1;' 

linn 11 
IOlSel"O::; "'"APt:;li;;i"ltiill.t.y ~iat{~'" 

fi. PO'£l& 1 G 7 1 inea 1'; <'Hta 15;', 
Str~k~: ~(2) O~ lin~ 13 
FQ.ll~,)vt!'f9:· ~3·~jpli~:!~.r on line 1$ 

?~bru.ry 3, 21 
......................................................... 19 ......... . 

StrHt~: "':-f'trD,.:}.'.:~t.i.">:~1.i<~ witilltl t.ht! !.-'1'\~.)!\i1l9 of 1-~:-1t}9, '" 

9. P~9~ lO~ li~~ Ju. 
Strike t "198.6 .... 

A.tQ AS AME!'lDED 
OOPASS --.- ._-, . 




