
subcommittee meet ing January  1 7 ,  1979 

HOUSE TAXATION SUBCOMMITTEE 

46th L e g i s l a t u r e  

Rep. E.N. Dass inger ,  F o r s y t h ,  c a l l e d  t h e  subcommittee members t o  o r d e r  a t  
8:00 a . m . ,  J anuary  17,  1979. R e p r e s e n t a t i v e s  Jay Fabrega and V i c k i  
Johnson were p r e s e n t .  Others  p r e s e n t  were Ronald Richards ,  D i r e c t o r ,  
Jack  B e c k e r t ,  Eng ineer ing  D i v i s i o n ,  James Beck, R/W At to rney ,  a l l  of  t h e  
Highway Department,  and N o r r i s  Nicho ls ,  A d m i n i s t r a t o r  of t h e  Motor F u e l  
Tax D i v i s i o n .  

M r .  B e c k e r t  a d v i s e d  t h a t  t h e  s t a t u s  v a r i e s  from having a l l  t h e  r i g h t - o f -  
ways f o r  q u i t e  a  few p r o j e c t s  b u t  n o t  f o r  a l l  o f  t h e  i n t e r s t a t e .  There  
a r e  c e r t a i n  p r o j e c t s  t h a t  c a n ' t  advance a s  q u i c k l y  a s  o t h e r s .  There  are 
s i x  c o n t r a c t s  a t  Big Timber i n s t e a d  o f  one a s  p lanned.  T h i s  a l l o w s  f o r  a  
l o t  o f  f l e x i b i l i t y .  Anything t h a t  i s  r e a l i s t i c  w i l l  be l e t .  I t  i s  i m -  
p o s s i b l e  t o  g e t  u t i l i t i e s  t o  work on a n y t h i n g  u n l e s s  t h e y  know you a r e  
going t o  d o  something.  They have a  r o l l i n g  program when u t i l i t y  i s  c l e a r  
and t h e  r ight-of-way i s  c e r t a i n .  Whenever t h e y  have an economic p r o j e c t ,  
t h e y  c a n  go ahead w i t h  it. Don ' t  have a l l  t h e  r ight-of-way,  b u t  have a l l  
t h e  r ight-of-way f o r  t h e  program i n  e x c e s s  o f  $80 m i l l i o n  p e r  y e a r .  Rep. 
Fabrega asked  i f  t h e y  cou ld  go w i t h  $80 m i l l i o n  worth  of p r o j e c t s  t h i s  I 
y e a r .  They cou ld  go w i t h  a n o t h e r  $80 m i l l i o n  n e x t  y e a r  a l s o .  $8-$10 1, 
m i l l i o n  i s  needed f o r  match.  

M r .  Becker t  s a i d  t h e y  have a l r e a d y  t i e d  up $16.5 m i l l i o n  i n  January  of 
f e d e r a l  funds  f o r  p r o j e c t s  based on what t h e y  have planned;  $13.3 f o r  
February;  and a r e  i n  t h e  p r o c e s s  of r e q u e s t i n g  a n o t h e r  $20 m i l l i o n  f o r  
t h e i r  March l e t t i n g .  For t h e  f i r s t  3  months o f  the y e a r  t h e y  could  u s e  
$50 m i l l i o n  o f  f e d e r a l  funds .  

Rep. Fabrega asked i f  t h e  1 C  t a x  would g e n e r a t e  enough money. M r .  Beck 
s a i d  i t  s h o u l d  i f  k e p t  a t  around $80 m i l l i o n .  Fabrega s a i d  by J u l y  accu- 
m u l a t i o n s  shou ld  b e  i n  good shape.  M r .  R ichards  s a i d  t h e  g a s  b a l a n c e  
would be  u t i l i z e d  t o  g e t  through t h i s  y e a r  and by t h e n  t h e  t a x  would have 
a  fund b u i l t  up. 

Rep. Dass inger  asked abou t  t h e  p o s s i b i l i t y  o f  changing t h e  1C t o  4C and 
comple t ing  t h e  i n t e r s t a t e  i n  a  s h o r t e r  t ime  and the reby  t y i n g  up t h e  
f e d e r a l  money. M r .  Becker t  adv i sed  t h e  f e d s  won ' t  l e t  you t i e  up money 
o v e r  90 days .  They a r e  s u r e  t h a t  t h e  package i s  a l l  ready f o r  b i d s .  Have 
t o  g e t  t h e s e  packages  ready  s o  t h a t  t h e y  w i l l  a l l o c a t e  t h e  money. Rep. 
Dass inger  asked i f  t h e r e  i s  a  p o s s i b i l i t y  o f  u s i n g  $160 m i l l i o n .  Becker t :  
No - s t a f f i n g  problems and c o n t r a c t o r  problems would a r i s e .  They c a n  l e t  
a  b r i d g e  s t a n d i n g  by i t s e l f ,  s o  t h a t  t h e  b r i d g e  c o n t r a c t  which t a k e s  q u i t e  
a  long  t ime w o n ' t  d e l a y  t h e  s u r f a c i n g  o p e r a t i o n s .  They p l a n  c o n t r a c t s  
t h a t  d o n ' t  c o n f l i c t  i n  t h e  o p e r a t i o n a l  s t a g e .  

M r .  R ichards  e x p l a i n e d  t h e r e  is  a  tendency t o  g e t  s loppy  work when go ing  
t o o  f a s t .  He e s t i m a t e d  t h a t  t h e  f i r s t  t ime  a  c o n s t r u c t i o n  d o l l a r  t u r n s  
o v e r ,  it g e n e r a t e s  2-1/2 t imes  i t s  o r i g i n a l  v a l u e .  I t  has  a  harmful  e f f e c t  
i f  t o o  much money i s  s p e n t  a l l  a t  once.  Have t h e  f u l l  r ight-of-way through 
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Big Timber f o r  the  whole road. They could handle up t o  $100 mi l l ion  i n  
con t rac t s  per  year.  I f  they u t i l i z e d  a l l  funds ava i l ab le  t o  Montana from 
a l l  programs, would be up t o  about $140 mi l l ion  which i s  almost twice the  
average, and would be a  very s u b s t a n t i a l  workload f o r  cont rac tors  and 
s t a f f .  

Rep. Dassinger what assurance there  i s  the program won't col lapse  a f t e r  
we have pu t  on t h i s  t ax  and then not be a b l e  t o  g e t  the funds t o  match our 
money. Richards sa id  it depends how aggressive o ther  s t a t e s  a re .  Can 
s u b s t a n t i a l l y  e s s e n t i a l l y  g e t  the remaining work of the i n t e r s t a t e  t o  
con t rac t  before t h e  money runs out .  The major e s s e n t i a l  work w i l l  be done. 
In t h e  event the bottom f e l l  out  and something went t e r r i b l y  awry, s ince  
t h i s  is  a  dedicated t a x  f o r  t h i s  purpose only, the  1 C  would continue t o  
come i n  a s  a dedicated amount of money. When re turning a f t e r  2-4 years ,  
could take  the  1C o r  2C tax  off  and reduce the  tax and reassign use of 
funds. Can' t  e a s i l y  r e t u r n  earmarked funds. 

Beckert advised the  highway department has been slowly catching up on the  
i n t e r s t a t e  program. Year before l a s t  they had $11 mi l l ion  taken t o  con- 
t r a c t ,  but  had no funds, so they temporarily c a r r i e d  these p r o j e c t s  and 
awarded the  $11 m i l l i o n  u n t i l  the  next y e a r ' s  appropriat ion without a  
dime of f ede ra l  funds they used the new appropriat ion t o  wipe ou t  t h a t  
ob l iga t ion  of the  s t a t e .  They could go without the d i sc re t ionary  pot .  
When the  p o t  i s  deple ted ,  they could go t o  A C I  with advanced i n t e r s t a t e  
cons t ruct ion .  They w i l l  car ry  the  p r o j e c t  u n t i l  the  next appropriat ion 
i s  ava i l ab le .  On paper could t i e  up $11 mi l l ion  and a f t e r  new appropria- 
t i o n  take $11 mi l l ion  ou t .  

Fabrega asked i f  Congress w i l l  a l l o c a t e  annually f o r  the  next th ree  years  
o r  s o  o r  i s  t h a t  a l l  t he  money t h a t  i s  i n  the s lush  fund. Richards s a i d  
the Secre tary  of Transportat ion can a l l o c a t e  t o  s t a t e s  demonstrating the  
needs, the  work and the  money. Beckert advised the re  w i l l  be o the r  s t a t e s  
t h a t  w i l l  have the  funds t o  go i n t o  t h i s  pot .  Nobody knows how much o the r  
s t a t e s  w i l l  l e t  and some p o s s i b i l i t i e s  of g e t t i n g  i n t o  the  pot  w i l l  lapse.  
Ten s t a t e s  a r e  p r e t t y  much i n  competition f o r  t h e  funds. Montana i s  the  
f i r s t  s t a t e  t o  g e t  i n t o  t h a t  pot .  That was i n  January. Utah is  making 
plans.  Quite a  few of the western s t a t e s  a r e  i n  p r e t t y  good shape. 
Montana needs about 175  miles of i n t e r s t a t e .  

Rep. Johnson asked what would be the f ee l ing  i f  the 1 C  lapsed a t  the  end 
of the next session? Richards sa id  it might be a  wise thing.  I f  you pu t  
it i n  u n t i l  1984, and the  department could come back and j u s t i f y ,  the  
mechanics of repeal ing  i t  a r e  a l o t  e a s i e r  than renewing. Would have a  
4-year program t h a t  we could plan f o r .  Plans a r e  gone through every month. 
$140 mi l l ion  worth of work w i l l  be f i n a l i z e d  by the end of t h i s  year.  Some 
w i l l  f a l l  ou t ,  but  some others  w i l l  go i n .  With a  $140 mi l l ion  work 
program, guaranteeing $80 mi l l ion  is  easy. 

Fabrega: The l e v e l  of cons t ruct ion  you have been a t  i s  around $80 mi l l ion  
average and you a r e  aiming t o  go an add i t iona l  $80 mi l l ion  on the  i n t e r s t a t e ?  
Beckert: $137 mi l l ion  program t h i s  year and t h e r a f t e r  it would be about 
$127-128 Mill ion.  Richards: The t o t a l  i n t e r s t a t e  i s  about $27 mi l l ion  a t  
the  p resen t  time - it would be about t r i p l e  f o r  the  i n t e r s t a t e  program 
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which h a s  t o  be  done.  

Becker t  a d v i s e d  t h e  depar tment  used a lmos t  e v e r y  c e n t  t h a t  w a s  a v a i l a b l e  
f o r  matching funds  f o r  secondary and pr imary systems.  Have a  v e r y  s m a l l  
amount o f  c a r r y o v e r .  

Johnson: I f  you used A C I  funds  cou ld  you t i e  up a s  much a s  you would be  
ready t o  go t o  c o n t r a c t  w i t h ?  It would be necessa ry  t o  c a r r y  program 
u n t i l  f e d e r a l  funds  would b e  a v a i l a b l e .  Becker t :  D o n ' t  need s o  v e r y  much 
t o  c a r r y  A C I .  Would recommend do ing  t h i s .  So i f  d i s c r e t i o n a r y  fund i s  
d e p l e t e d ,  could  look a t  t h e  p i c t u r e  and go A C I  and keep on c o l l e c t i n g  
funds  from t h i s  t a x .  

Fabrega: Is t h e r e  any way you can t i e  up funds?  Becker t :  Problem is  i n  
g e t t i n g  c o n t r a c t s  r eady  i n  t ime.  Have some r ight-of-ways t o  g e t  and 
u t i l i t i e s .  

Fabrega:  I f  you went t o  t h i s  l e v e l  t h a t  you p ropose ,  how many more employees 
would be  needed? Becker t :  D o n ' t  s e e  a  p r o p o r t i o n a t e  need f o r  more s i n c e  
t h e y  w i l l  p a s s  on  c e r t a i n  d u t i e s  t o  t h e  c o n t r a c t o r s .  D o n ' t  want t o  ho ld  
him up. By u s i n g  o u t s i d e  c o n t r a c t s ,  p e r s o n n e l  s t a f f i n g  w o n ' t  be f a n t a s t i c a l l y  
i n c r e a s e d ,  b u t  shou ld  i n c r e a s e  some. Richards  adv i sed  t h e r e  would be s m a l l  
i n c r e a s e s  i n  t h e  l e g a l  d i v i s i o n  r e g a r d i n g  r ight-of-ways.  Designing h a s  
been completed.  Small  s t a f f i n g  impact s i n c e  they  w i l l  u se  o u t s i d e  h e l p .  

HOUSE B I L L  64 

Rep. Dass inger  noted t h a t  g a s o l i n e  i s  t h e  o n l y  t h i n g  t h a t  i s  r a i s e d  i n  
t a x a t i o n  t o  cover  f o r  t h e  l o s s  o f  funds ,  however, it i s  a l r i g h t  w i t h  him s i n c e  
t h e  d i e s e l  f u e l  is t a x e d  a t  2C h i g h e r  a l r e a d y .  Suggested p u t t i n g  i n t o  t h e  
b i l l  some k i n d  o f  r e s t r i c t i o n  s o  t h a t  g a s o l i n e  t a x e s  could  be  r a i s e d  by 
1/10 of 1 C  i f  usage went down, and t h e  n e x t  q u a r t e r  cou ld  be  removed i f  
usage  went up.  

Mr. Beck s a i d  i f  usage goes  up,  the t a x  i s  d e c r e a s e d  by 1/10 o f  1 C .  I f  it 
goes  down, t h e n  t h e  t a x  goes up.  The 8C t a x  d o e s n ' t  go down, b u t  they need 
a 3% growth i n  usage  t o  keep up w i t h  i n f l a t i o n .  He d o e s n ' t  t h i n k  t h i s  
a v a i l a b l e  f e a t u r e  would e v e r  go i n t o  e f f e c t  a b s e n t  some n a t i o n a l  o r  
unusual  s i t u a t i o n .  

R ichards  s a i d  t h e  s i t u a t i o n  i n  t h e  middle  e a s t  concerns  u s  now. Some 
n a t i o n a l  i n t e r r u p t i o n  o f  o i l  could  change t h e  p i c t u r e  - t h e  need would n o t  
d e c r e a s e .  More o r  l e s s  o f  an  i n s u r a n c e  p o l i c y .  I f  t h i n g s  s t a y  s t a b l e ,  would 
n o t  need t h i s  tax. I n  s i x  months l a s t  y e a r  o u t  t h e  window went $12 m i l l i o n  
t h a t  cou ld  have been used f o r  f e d e r a l  match. F e d e r a l  a i d  t o  s t a t e  of 1-10 
i s  v e r y  good. 

Fabrega asked a b o u t  e s t a b l i s h i n g  a  b a s e  g a l l o n a g e  from which t o  f i g u r e .  
Revenue i s  a b o u t  4/5 from g a s o l i n e  t a x  and 1/5 from d i e s e l  s o  t h a t  when 
t h e  amount o f  g a s  usage i n c r e a s e s ,  revenue i n c r e a s e s .  
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Rep. Dassinger i f  gallonage used were reviewed every s i x  months, Gallonage 
usage v a r i e s  i n  a six-month period.  Beck suggested the  base gallonage f o r  
a  given period could be comparied with the  previous y e a r ' s  - January-July, 
July-January. The repor t ing  system i s  lagging f o r  gallonage used, so recom- 
mends using the comparison method. 

Don Allen,  Montana Petroleum Industry r ep resen ta t ive ,  s t a t e d  the  indust ry  
is  not  opposed t o  gasol ine  tax  increases  per  se.  They acknowledge t h a t  the 
p r i c e  does have some a f f e c t ,  bu t  has t o  go very high before people won't 
dr ive .  Conservation should be considered. I n  connection with the  va r i ab le  
approach (s ince  it is not wise t o  ob l iga te  f u t u r e  l e g i s l a t u r e s )  the  manner 
and l e v e l  t h i s  p a r t i c u l a r  approach takes seems t o  not  be object ionable t o  
the indust ry .  Ins tead  of the  six-months l e v e l ,  might use an annual adjus t -  
ment. Might not  have t o  use t h i s  tax.  1/10 of 1 C  f igu re  would be d i f f i c u l t  
t o  use s ince  taxes a r e  usual ly  ca lcula ted  a t  1 C .  1/10 of 1 C  is a  problem 
on the  pump and t o  f i g u r e  adminis t ra t ive ly .  

Marvin Beck sa id  they got  3/4C l a s t  time because it was impossible t o  work 
on the pumps. Would generate more money i n  a  s h o r t  time by using a  whole 
cent .  Should take a  good look a t  the trend t h a t  more vehic les  a r e  using 
d i e s e l  - more pickups, c a r s ,  e t c . ,  a r e  using d i e s e l  and could have an impact 
on gas gallonage s a l e s .  The dea le r  has t o  handle t h a t  tax  on d i e s e l .  

Beck: Objection t o  the  use of 1/10 i s  understandable. I f  the  committee 
would d e s i r e  the add i t iona l  tax  t o  go onto d i e s e l ,  could t r i g g e r  it off  
the  gasol ine  s t r u c t u r e  inasmuch a s  it is  s imi la r  and then could be reviewed 
o r  changed a t  the next l e g i s l a t u r e .  Couldn't  say what impact on d i e s e l  
users  would be.  Should the  d i e s e l  users  he forced t o  pay more taxes when 
gas goes down and d i e s e l  usage goes up? Couldn' t  come up with a  way t o  do 
t h i s  f o r  d i e s e l .  

Fabrega: Maybe should not be based on gallonage, but  on revenue ins tead  
of gal lonage.  

Dassinger suggested t h a t  might come up with a  pro r a t a  f i g u r e  on the  
gallonage f o r  the previous year f o r  each six-month period. 

Rep. Fabrega moved t h a t  the  amendment t o  House B i l l  6 3  be adopted. I t  
was unanimously adopted. 

Rep. Dassinger moved t h a t  HB 63 be recommended Do Pass A s  Amended t o  the 
Taxation Committee. Unanimously adopted. 

Another subcommittee meeting on House B i l l  64 is scheduled f o r  January 19. 

Meeting adjourned a t  9:10 a.m. 
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~e5resenta t ;ve  E,N. Da g e r ,  Chairman 
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