
HOUSE TAXATION COMMITTEE 

4 6 t h  L e g i s l a t u r e  

R e p r e s e n t a t i v e  Herb Hilennekens, Chairman, c a l l e d  t h e  committee t o  o r d e r  a t  
8 :30 a.m., January  24,  1979, i n  room 434, C a p i t o l  Bui ld ing ,  Helena,  A 1 ,  
members of t h e  committee were p r e s e n t ,  a s  was t h e  s t a f f  a t t o r n e y .  

T h i s  h e a r i n g  on House B i l l  60 w a s  an e x t e n s i o n  of t h e  h e a r i n g  on t h i s  b i l l  
heard on J a n u a r y  1 5 ,  1979, because  some persons  v i t a l l y  i n t e r e s t e d  were n o t  
a b l e  t o  b e  i n  Helena on January  15.  

House B i l l  60 would r a i s e  t h e  t a x  on a v i a t i o n  fuel .  1~ p e r  g a l l o n  which would 
amount t o  $350-$400,000 p e r  y e a r  t h a t  would go i n t o  t h e  a e r o n a u t i c s  fund.  

Richard O'Brien,  Conrad, r e p r e s e n t i n g  t h e  Montana Aeronau t ics  Board of which 
he i s  chairman,  s a i d  t h e  p r e s e n t  t a x  h a s  n e t t e d  $360,000 a  y e a r .  Three- 
q u a r t e r s  of a c e n t  of t h e  proposed i n c r e a s e  would b e  s e t  a s i d e  i n  an  earmarked 
t r u s t  fund t o  be  used f o r  l o a n s .  Conrad i s  u n d e r t a k i n g  a  $425,000 a i r p o r t  
improvement program and i s  r e q u e s t i n g  a  l o a n  from t h e  D i v i s i o n  of Aeronau t ics  
of $40,000 t o  u s e  as a matching fund f o r  90% f e d e r a l  d o l l a r s .  They d o n ' t  have 
any s o u r c e s  of f u n d i n g  t o  come up w i t h  f o r  matching money. The board f e e l s  
v e r y  s t r o n g l y  Montana needs  good v i a b l e  a i r p o r t  f a c i l i t i e s ,  s i n c e  i t  h a s  
g e n e r a l  a i r c r a f t  usage  second o n l y  t o  ,Alaska.  

I n  15 y e a r s  - 1961-1976, t o t a l  l o a n s  made t o  communities from t h i s  program 
- 

a r e  $2,575,000 and have g iven  g r a n t s  of $33,000 i n  t h o s e  1 5  y e a r s .  The l o a n  I .  
fund cou ld  b e  down t o  $218,000 a t  t h e  end of f i s c a l  y e a r  1979. They want t o  
be a b l e  t o  c o n t i n u e  t h e  l o a n  program, b u t  t h a t  w i l l  have t o  be c u r t a i l e d  i f  
t h e y  d o n ' t  r e c e i v e  a t a x  i n c r e a s e .  Urged f a v o r a b l e  c o n s i d e r a t i o n  of HB 60. 

Richard VanLuchene, Montana A v i a t i o n  Trades  A s s o c i a t i o n ,  B i l l i n g s ,  s u p p o r t s  t h e  
3 / 4 ~  f o r  l o a n s ,  g r a n t s ,  e t c .  t o  s m a l l  Montana a i r p o r t s .  See h i s  t e s t imony  
a t t a c h e d .  

Walt Anderson, Ekalaka,  C a r t e r  County A i r p o r t  Board of which he  is chairman,  
s u p p o r t s  HB 60.  They have done $60,000 i n  a i r  ambulance work i n  t h e  las t  two 
y e a r s .  They have t o  l a n d  on t h e  highway. The 2 m i l l s  t a x  f o r  t h e  a i r p o r t  
r a i s e s  $13,000 a  y e a r .  P a r t  of t h a t  would have t o  be  used t o  pay hack t h e  
l o a n  t o  t h e  a i r p o r t  a u t h o r i t y ,  maintenance,  e t c .  - would a l l  have t o  come o u t  
of t h e r e .  Maintenance is  r e a l l y  h igh .  He f a v o r s  t h e  i n c r e a s e d  t a x  because  
i t  goes  t o  s m a l l  a i r p o r t s  and n a v i g a t i o n a l  f a c i l i t i e s ,  of which w e  d o n ' t  have 
any. B i l l i n g s  t o  Rapid C i t y  i s  a  long  way. 

Herb Samon, S t a t e  Board of A e r o n a u t i c s ,  Cut Bank, s u p p o r t s  t h e  b i l l .  Testimony 
is  a t t a c h e d .  

Opponent ; 

John P a t t e n ,  C a p i t a l  A e r o n a u t i c s ,  I n c . ,  Helena,  opposes t h e  2~ t a x  on a v i a t i o n  
g a s o l i n e  when i t  goes  t o  t h e  Aeronau t ics  D i v i s i o n ,  b u t  h e  s u p p o r t s  t h e  revo lv-  
i n g  t r u s t  account .  See h i s  t e s t imony  a t t a c h e d .  

Proponents :  
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C h a r l e s  E, H a r s h a l l ,  member of t h e  Nontana Aeronau t ics  Board, d e f i n i t e l y  i s  
i n  s u p p o r t  of t h i s  b i l l  t o  i n c r e a s e  a v i a t i o n  f u e l  t a x  t o  2C,  Montana relies 
h e a v i l y  on a v i a t i o n  and w e  have t o  develop s m a l l  f i e l d s  t h a t  cannot  a f f o r d  
t o  do i t  on t h e i r  own. W i l l  f i n d  t h a t  a v i a t i o n  programs i n  s m a l l  towns w i l l  
n o t  b e  done w i t h o u t  t h i s  t y p e  of f i n a n c i n g .  A v i a t i o n  program is  n e c e s s a r y  
f o r  p r o g r e s s  i n  Montana. 

Ray Tocc i ,  G a l l a t i n  V a l l e y  Hanger, member of t h e  G a l l a t i n  County A i r p o r t  Board, 
i s  d e f i n i t e l y  i n  f a v o r  of t h e  b i l l  a s  a r e  t h e  a s s o c i a t i o n s  h e  r e p r e s e n t s .  See 
t es t imony  a t t a c h e d .  

Rep. Dass inger  took over  as chairman. 

Rep. Huennekens, D i s t r i c t  #68,  B i l l i n g s ,  i s  a  l i g h t  a i r p l a n e  p i l o t ,  and i s  
r e p r e s e n t i n g  t h e  p i l o t s  i n  t h e  s t a t e .  He f l i e s  a l l  over  t h e  s t a t e ,  and l o t s  
of t i m e s  needs  h e l p .  He landed a t  Ekalaka w i t h  no f e a r  a s  c o n d i t i o n s  were 
good, b u t  t h e r e  a r e  no n a v i g a t i o n a l  a i d s ,  no omni a i d s  a t  6500 f e e t  w i t h o u t  
omni sys tems  f o r  75 m i l e s  approach ing  Ekalaka.  There  a r e  numerous, hundreds ,  
pe rhaps  thousands  f l y i n g  a c r o s s  f r i g h t e n i n g l y  l o n g  s p a c e s ,  For  t h e  w e l f a r e  
of Montanans, we need paved s t r i p s  a c r o s s  t h e  s t a t e .  D i s t a n c e s  a r e  g r e a t ,  
we need some r o u t e  t o  h e l p  small a i r f i e l d s ,  need more a i d s .  

Rep. Huennekens reassumed as  chairman. 

Opponents; 

Roy K.  E r i c k s o n ,  r e p r e s e n t i n g  scheduled a i r l i n e s  s e r v i n g  Montana - Western,  
F r o n t i e r ,  A i r  West, and Northwest A i r l i n e s  - s a i d  HB 60 proposes  t o  i n c r e a s e  
a v i a t i o n  f u e l  t a x  100%. See h i s  t e s t imony  a t t a c h e d ,  c h a r t s ,  and brochure .  
The a i r l i n e s  a r e  v e r y  much opposed t o  HB 60. Most states d o  n o t  have an 
a v i a t i o n  f u e l  t a x  - 34 o u t  of 50 do n o t ,  h e  s a i d .  They o t h e r  means of g e t t i n g  
f u e l  t h a n  buying i t  i n  t h e  state. They t h i n k  t h e y  a r e  paying t h e i r  f a i r  s h a r e  
now and any t a x  now should b e  j u s t i f i e d .  Sugges t ing  look ing  a t  t h e  fund 
provided by t h e  a i r l i n e  t i c k e t  t a x  f o r  n a v i g a t i o n a l  a i d s  t o  s m a l l  a i r p o r t s .  

J a y  C. Woolley, Western A i r l i n e s ,  Los Angeles ,  C a l i f o r n i a ,  opposes  HB 60. 
Most of t h e  money i s  used f o r  l o a n s .  The o r i g i n a l  l o a n s  a r e  provided by 
the f u e l  t ax  and a r e  being pa id  back by l a n d i n g  f e e s .  See h i s  "Landing Fees  
and Rent" a t t achment .  6 7 ~  of t h e  funds  should n o t  be charged t o  g e n e r a l  
a v i a t i o n  a i r p o r t s  t h a t  they  do n o t  o p e r a t e  i n t o .  The t o t a l  f u e l  c o s t  h a s  
been r i s i n g  a t  a n  a la rming  r a t e .  $15 m i l l i o n  i n c r e a s e  i n  f u e l  c o s t  a l o n e .  
With what t h e y  know, f u e l  c o s t s  w i l l  go u p , f o r  Western a l o n e  i t  could  r e a c h  
$74 m i l l i o n .  Every penny added t o  t h e  f u e l  amounts t o  about  $4,200,000 j u s t  
f o r  e v e r y  penney i n c r e a s e  systemwide. Routes th rough  Montana a r e  s h o r t  o r  
medium r a n g e  and are v e r y  m a r g i n a l  i f  t h e y  a r e  p r o f i t a b l e  a t  a l l  - 115% 
y i e l d  even w i t h  a d d i t i o n a l  i n c r e a s e  on revenues  t aken  i n  on r h e  s t a t e .  

A l l  c o s t s  a r e  going u p .  Western i n  1978 i n  Montana f o r  f l i g h t  p r o p e r t y  and 
p r o p e r t y  t a x e s  i n  g e n e r a l  pa id  $845,740, S t a t e  of Montana income t a x e s  $17,000, 
f u e l  t a x e s  $46,335. I f  f o r c e d  t o  pay a  h i g h e r  f u e l  t a x ,  i t  could  be  u n p r o f i t -  
a b l e  w i t h  a  1 .5% p r o f i t  margin t h i s  t a k e s  a  p r e t t y  good chunk o u t  of i t .  
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Landing f e e s  $208?666 a t  t h e  f o u r  q i r p o r t s  they  s e r v e ,  p l u s  $230,085 charges  
and t h e  t o t a l  comes up over  $687,000 i n  t a x e s  and l a n d i n g  f e e s  and t h e  c o s t  
of do ing  b u s i n e s s  i n  Montana, 

Tanker ing - have a  p r e t t y  good p r i c e  on f u e l  i n  Canada - w i l l  of n e c e s s i t y  
have t o  t a n k e r  f u e l  i n  Canada r a t h e r  t h e n  buy i t  h e r e .  Utah h a s  a  4 ~  t a x  - 
1~ goes  t o  o p e r a t e  t h e  d i v i s i o n ,  t h e  o t h e r  3 ~  goes  back i n t o  t h e  S a l t  Lake 
C i t y  a i r p o r t  t o  he1.p keep l a n d i n g  f e e s  a t  a low r a t e .  There  a r e  a l s o  
r e f i n e r i e s  a t  S a l t  Lake C i t y  which g i v e s  them a  good r a t e ,  

They have a b s o l u t e l y  no f e e l i n g s  abou t  t h e  s u i t  going on. They have had 
good c o o p e r a t i o n  w i t h  t h e  Aeronau t ics  Commission. T h e i r  o p p o s i t i o n  h a s  
n o t h i n g  t o  do w i t h  t h e  problems o r  i n v e s t i g a t i o n s  going on. 

You a r e  d e a l i n g  w i t h  t h e  l i f e l i n e  of t h e  s t a t e  - a i r  t r a n s p o r t a t i o n  i s  t h e  
on ly  way you can go. Dan Sparkman, P r e s i d e n t  of Big Sky A i r l i n e s ,  asked m e  
t o  e x p r e s s  o p p o s i t i o n  t o  t h i s  b i l l .  These a d d i t i o n a l  c o s t s  w i l l  make it 
t h a t  much h a r d e r  f o r  him t o  o p e r a t e  a t  a  p r o f i t .  

Homer L. Holman, Holman A v i a t i o n  Co., Grea t  F a l l s ,  p r e s i d e n t ,  i s  a  f i x e d  b a s e  
o p e r a t o r  t h a t  i s  invo lved  i n  r e f u e l i n g  l a r g e  and g e n e r a l  a i r c r a f t .  Approxi- 
mate ly  4,166,000 g a l l o n s  of g a s  i s  pumped by t h i s  company, w i t h  3,900,000 
g a l l o n s  go ing  t o  t h e  a i r l i n e s .  A t  t h e  Grea t  P a l l s  a i r p o r t  approx imate ly  80% 
of a l l  t h e  f u e l  pumped goes  t o  a i r l i n e s ,  15% i s  t h e  g e n e r a l  a v i a t i o n  s h a r e  
of t h e  amount of f u e l .  

The Grea t  F a l l s  a i r p o r t  can h a n d l e  t h e  wide-bodied a i r c r a f t  t h a t  comes over  
t h e  p o l e s .  It i s  a v e r y  c o s t l y  t y p e  of o p e r a t i o n  and v e r y  c o m p e t i t i v e .  They 
a r e  invo lved  i n  o p e r a t i o n s  w i t h  t h e  Luf t a n s a .  

Canadians c h a r g e  $500 f u e l i n g  c h a r g e s  which i s  l e s s  t h a t  h e r e ,  b u t  o t h e r  
c h a r g e s  make up t h e  d i f f e r e n c e .  TWA h a s  a  c h o i c e  of Grea t  F a l l s  o r  S a l t  Lake 
C i t y  and i f  w e  c o n t i n u e  t o  i n c r e a s e  our c o s t s ,  we w i l l  n o t  g e t  t h i s  b u s i n e s s  
and t h e  A e r o n a u t i c s  Commission w i l l  n o t  have t h e  b e n e f i t s  from t h i s  t a x .  
These p l a n s  p i c k  up 7-10,000 g a l l o n s  on a s t o p .  

There  is  an  u n f o r t u n a t e  s i t u a t i o n  on l a n d i n g  f e e s  which range from 2 8 ~  t o  
5 6 ~ .  An a d d i t i o n a l  c o s t  t o  overcome when competing w i t h  S a l t  Lake C i t y .  
Very d e f i n i t e l y  i n t e r e s t e d  i n  t h e  c o s t  of t h e  f u e l  t o  t h e  c a r r i e r .  The 
c a r r i e r  a c t u a l l y  purchases  from t h e  o i l  companies and they charge  a f e e  t o  
pu t  t h e  f u e l  aboard.  The on ly  o t h e r  c i t y  t h a t  can hand le  a wide-bodied p l a n e  
is  a t  B i l l i n g s .  

The f u e l  t a x  on f u e l  s o l d  a t  Grea t  F a l l s  i n  1978 was $44,660 - HB 60 would 
d o u b l e  t h a t  c o s t .  A i r l i n e  t a n k e r i n g  d e c r e a s e s  when t h e y  make a  good Canadian 
purchase  on f u e l .  F u e l i n g  i n  Spokane is  cheaper  than  a t  Grea t  F a l l s ,  and i t  
i s  r e f i n e d  i n  B i l l i n g s .  Gas p r i c e s  r o s e  1 1 / 2 ~  l a s t  week. It t a k e s  f u e l  t o  
c a r r y  f u e l .  The p l a n e s  f i g u r e  o u t  how much fuel .  i t  t a k e s  t o  go t o  Grea t  F a l l s ,  
land a t  Missoula  and on t o  Spokane and w i l l  pu rchase  t h e  minimum amount t h e y  
can i n  t h e i r  o p e r a t i o n s .  When u s i n g  l a r g e  volumes, t h e y  d o n ' t  have t o  c h a r g e  
auch h i g h  p r i c e s ,  p l u s  a l l  s t a t e s  around d o  have a  b e t t e r  f u e l  p r i c e  than  a t  

I Grea t  Pa1l.s. The p r i c e  of average  f u e l  hand l ing  i s  cheaper  than  t h a t  a t  Grea t  
F a l l s .  707 p l a n e s  l and  on s c h e d u l e  i n  Grea t  F a l l s ,  b u t  n o t  s o  many r e f u e l  t h e r e .  
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We d e f i n i t e l y  need a good a i r p o r t  system i n  Montana? but have t o  look  a t  some 
o t h e r  means of t a x a t i o n ,  Asamara pays on t h e i r  $1,8 m i l l i o n  j e t  $201000 a 
year  t a x  and j u s t  a v e r y  sma l l  amount of t h a t  comes back i n t o  t h e  a i r p o r t ,  
I f  you need revenue,  have t o  go back t o  t h e  a i r p o r t s  from which i t  is  de r ived ,  

Robert  N. S l i c h t e r ,  F r o n t i e r  A i r l i n e s ,  Denver, s a i d  t h i s  proposed 100% in- 
c r e a s e  causes  a g r e a t  d e a l  of concern t o  them, They a r e  w i l l i n g  t o  pay t h e i r  
f a r e  s h a r e  of l anding  f e e s ,  e t c .  This  i s  p a r t  of t h e i r  bus iness ,  But he 
cannot say  s t r o n g l y  enough how a 100% i n c r e a s e  would a f f e c t  t h e i r  ope ra t i on .  
Would have t o  t a k e  a very ,  v e r y  c l o s e  look a t  i t ,  This  would do noth ing  t o  
s t i m u l a t e  commercial a i r l i n e  bus iness  i n  Montana and could v e r y  w e l l  work t o  
t h e  complete oppos i t e ,  

Proper ty  t a x e s  paid i n  Montana i n  1974, were $66,500, i n  1978, $111,000. 
Landing f e e s  and r e n t a l s  i n  1974 amounted t o  $185,000, i n  1978, $391,662. 
I f  t h e r e  is  a f u e l  i n c r e a s e ,  i t  w i l l  cause  u s  a g r e a t  d e a l  of concern. 
Passage of t h e  A i r l i n e  Deregulat ion Law has  made f o r  a more compet i t ive  
bus iness .  D e f i n i t e l y  a g a i n s t  an i n c r e a s e  i n  t h e  f u e l  t ax .  

Dave Jonas,  Helena Chamber of Commerce which r e p r e s e n t s  693 members, is  
g e t t i n g  t i r e d  of one bus ines s  subs id i z ing  another  bus iness .  H e  opposes 
paying g e n e r a l  a v i a t i o n  dues when t h e  ones who pay do no t  u s e  them. Business 
is  supposed t o  s t a y  w i th in  a 5.75 gu ide l ine  on p r i c e s .  Deregulat ion r e a l l y  
concerns u s  he re  i n  Helena. They have j u s t  b u i l t  a n i c e  new a i r p o r t .  Every- 
body i s  f i l i n g  f o r  t h e  same r o u t e ,  but  a l l  a r e  bypassing t h e  Ci ty  of Helena. 
Northwest i s  now s topp ing  i n  Helena, bu t  i f  Western and Alaska and any o t h e r s  
s t a r t  f l y i n g  t h i s  r o u t e ,  o t h e r  a i r l i n e s  w i l l  say  we a r e  not  wanting t o  make 
Montana s tops .  We have t o  keep t h e  b i g  a i r l i n e s  here .  

We ought t o  c u t  back i n  a few a r e a s  a l s o .  Western w i l l  n o t  s t o p  overn ight  
i n  Helena and f i l l  t h e i r  t anks .  They w i l l  s k i p  u s  and bypass smal l  bus inesses  
i n  Helena. Every a d d i t i o n a l  penney w i l l  make t h i s  happen. 
Proponents:  
Rep. Fagg s a i d  B i l l i n g s  i s  t h e  c e n t e r  of t h e  Northwest A i r l i n e s .  This  proposed 
gas  t a x  is  no t  f o r  subs id i z ing  t h e  Aeronaut ics  Div is ion .  508 passed i n  1974 
c l e a r l y  s t a t e s  t h a t  t h e  Aeronaut ics  Adminis t ra t ion  i s  t o  charge i n d i v i d u a l  
s t a t e  agenc i e s  - no gas  t a x  goes i n t o  t h e  air  t r a n s p o r t a t i o n  s e c t i o n ,  nor  t o  
any d i v i s i o n  provided for by l e g i s l a t i v e  a c t i o n .  

Regarding t h e  a i r p o r t  and t h e i r  airways budget,  p a r t  of which was unused - fact 
of t h e  ma t t e r  is  t h a t  many programs c a n ' t  be funded. $189,000 is  n o t  a g r e a t  
d e a l  of money and could be  c a r r i e d  over and used i n  t h e  f u t u r e  and make f o r  
more s u b s t a n t i a l  program i n  t h e  S t a t e  of Montana. This  money has  been budgeted 
and w i l l  be  used. A tremendous amount of t h i s  budget ha s  been paid f o r  by 
the  major a i r l i n e s  themselves.  

When t h e  a i r l i n e  s t r i k e  was on t h e  a i r l i n e s  a c t u a l l y  showed an inc rease  i n  
income - t h e r e  were no s e r v i c e s  h e r e  and no gas  s o l d ,  but  income went up. The 
taxes  a i r l i n e s  provide go t o  provide them o f f i c e  space,  a p l a c e  t o  ope ra t e  - 
they a r e  charged r e n t  f o r  it. B i l l i n g s  t a x e s  paid f o r  t h e  bu i ld ing .  The i r  
budget goes f o r  H-Markers, and Airway Beacons loca ted  i n  a l l  l i t t l e  f i e l d s  
i n  e a s t e r n  Montana. The tax i s  a cos t  of doing bus iness .  
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People  from t h e  Alaska Lines  who are t r y i n g  t o  g e t  $n to  Montana a r e  n o t  
p r e s e n t ,  Many a i r l i n e s  t r y i n g  t o  ge t  i n  a r e n f t  p r e sen t  a t  t h i s  hea r ing  
t o  p r o t e s t ,  

A i r  f a r e s  a r e  reduced s u b s t a n t i a l l y  because of de regu la t i on ,  When they can 
c u t  t h e i r  f a r e s  i n  h a l f ,  1~ per  g a l l o n  i s n 1 \ t  going t o  a f f e c t  them v e r y  much, 
A p o r t i o n  of t h e  tax w i l l  be passed on t o  t h e  u s e r s ,  And t h a t  can be deducted 
from t h e  government because i t  i s  a  c o s t  of opera t ion .  What w i l l  t h i s  do t o  
Northern people ,  A b i g  f eede r  t o  them is  t h e  l i g h t  a i r p l a n e .  

Th i s  t a x  doesn ' t  go t o  s u b s i d i z e  a i r l i n e s  i n  Montana; t h e r e  is  no s u r p l u s  i n  
t h e  Aeronaut ics  funds,  i t  is budgeted; t h i s  i s  c e r t a i n l y  n o t  a  100% increase5  
Markers and Beacons a r e  v e r y  necessary .  Neighboring s t a t e s  a r e  doing t h e  same 
th ing .  This  i s  a  necessary  p i ece  of l e g i s l a t i o n .  There comes a  t i m e  t o  pay 
your own way, 

Wayne C. Turner ,  T r i a n g l e  Avia t ion ,  Big Sandy, f e e l s  t h i s  b i l l  should be 
amended t o  d e l e t e  t h e  1 / 4 ~  f o r  a d m i n i s t r a t i v e  p o r t i o n ,  and be passed wi th  
t h i s  amendment. Small a i r p o r t s  need h e l p  - they provide  passenger boarding 
t o  a i r  c a r r i e r s .  See testimony a t t ached ,  

Ques t ions  from t h e  committee - 
Rep. Huennekens t o l d  M r .  O'Brien t h a t  funds from t h e  s t a t e  r evo lv ing  fund 

a l s o  go t o  a i r p o r t s  s e r v i c i n s  l a r g e  planes.  Cons t ruc t ion  of improvements 
made a r e  of t h e  s o r t  t h a t  would be  a  b e n e f i t  t o  t h e  l a r g e r  a i r l i n e s .  M r .  
O'Brien gave t h e  committee a  handout showing t h e  s t a t u s  of l oans  and g r a n t s  
going back t o  1959. A l l  t h e  money borrowed a s  l oans  has  been paid back. 

ADAT s t a n d s  f o r  A i rpo r t  Development Aid t o  Transpor ta t ion .  

M r .  Er ickson s a i d  every th ing  is  r e l a t i v e  - we a r e  bas ing  our p o s i t i o n  on t h e  
f a c t  t h a t  i t  i s n ' t  necessary  and i s  100% i n  e r r o r .  Look a t  Attachment E ,  
Northwest A i r l i n e s  boarding - boarded 9,422,000 g a l l o n s  a t  B i l l i n g s  and 
37,000 g a l l o n s  a t  Bu t t e  f o r  e x a c t l y  t h a t  reason  - because of t h e  s u b s t a n t i a l  
p r i c e  d i f f e r e n t i a l .  

Rep. Har r ing ton  asked M r .  Er ickson why t h e  d i f f e r e n c e  i n  gas  a t  B i l l i n g s  and 
But te .  M r .  Dick Beaton, s t a t i o n  manager, s a i d  they buy from a p r i v a t e  ope ra to r ,  
and pay s e r v i c e  f e e s  f o r  p u t t i n g  f u e l  i n t o  a i r p l a n e s  - f u e l  is trucked i n t o  
But te .  When f u e l  is pu t  i n  a t  But te  because of o p e r a t i o n a l  reasons  they go 
i n  l i g h t  loaded,  and put  i n  a  l i t t l e  and t ake  o f f .  

Rep. Re iche r t  asked M r .  Holman i f  another  system is  h igher  than  Montana's. He  
s a i d  t h i s  b i l l  t akes  proper ty  s h a r e  on t h e i r  a i r c r a f t  and goes back i n t o  t h e  
i ndus t ry ,  Taxes from f u e l  a r e  no t  t h e  proper way t o  d i s t r i b u t e  t h e  c c s t s .  
Small a i r p o r t  might buy 10 g a l l o n s ,  so  a  Lear J e t  comes i n  and buys 1,000 
g a l l o n s  - t a k e s  t h e  same s e r v i c e .  A i r l i n e s  used t o  do a l l  t h e i r  own f u e l i n g  
because they  d i d  not  have any o t h e r  means of r e f u e l i n g .  It t akes  $100 m i l l i o n  
insurance  and inc ludes  t h e  knowledge of r e f u e l i n g  t o  do t h i s .  The t rend  is  
f o r  t h e  a i r l i n e s  t o  g e t  ou t  of t h e  " i n t o  plane" opera t ion .  Other companies are 
doing t h e  a i r l i n e s '  work, and do a l l  t h e  r e f u e l i n g  on t h e  Great F a l l s  a i r p o r t .  
But te  has  never been used a s  a  r e f u e l i n g  s top .  They have locked-in p r i c e s  s o  
i f  they were lowered, would have t o  lower a l l  p r i c e s .  
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Rep., Underdal asked what i s  t h e  d i f f e r e n c e  between j e t  f u e l s  and g e n e r a l  
a v i a t i o n  gas? M r .  Holman s a i d  70% of a l l  t h e  f u e l  brought i n t o  Montana is 
f o r  a i r l i n e s ,  Not q u i t e  30% is g e n e r a l  a v i a t i o n .  Great F a l l s  88% of a l l  
t h e  product  pumped i s  a i r l i n e  f u e l ,  To break i t  down i n t o  jet and g e n e r a l  
a v i a t i o n  f u e l  woul be almost impossi6le,> 

Rep.. Hi rsch  asked because of heavy income t ax  l i a b i l i t y  w i l l  they o v e r f l y  
Montana? H e  d o e s n ' t  t h i n k  any c a r r i e r  w i l l  o v e r f l y  Montana - he s a i d  they 
would have t o  purchase t h e  f u e l  o u t ~ o f - s t a t e ,  The p r i c e  of f u e l  i s n ' t  c l o s e  
t o  being made up  by a d d i t i o n a l  income. They can tanker  f u e l  i n t o  Great  Palls. .  
The bus ines s  of income t a x  h e r e  i s  no t  t h e i r  major expense. The i r  major ex- 
pense i s  i n  landing  f e e s  and r e n t a l s  and gas.  

Rep., Huennekens addressed M r .  Er ickson,  say ing  based on load ,  f l i g h t  cond i t i ons ,  
e t c ,  a t  p o i n t  of d e s t i n a t i o n ,  t h i s  is much more complex than i t  appears  on t h e  
su r f ace .  M r ,  Erickson s a i d  i t  i s n ' t  t h e  s imp le s t  t h i n g  i n  t h e  world. Computers 
e n t e r  i n t o  t h e  p i c t u r e .  They t r y  t o  g e t  t h e  lowest p r i c e  of f u e l  they can. The 
c o s t  of t anke r ing  a  g a l l o n  of gas  i n  from Chicago even e n t e r s  t h e  p i c t u r e .  

Rep, Lien asked how f a r  a  g a l l o n  of gas  can be tankered.  Sometimes i t  doesn ' t  
c o s t  anything.  Can load up wi th  some without  c o s t i n g  anything because t h e  t ruck  
i t s e l f  would c o s t  t o  t r a v e l .  Sometimes could come ou t  of Chicago and might 
c a r r y  3-4,000 g a l l o n s  and might n o t  c o s t  you anything.  Have t o  have some f u e l  
i n  a  p lane  a s  i t  does no t  handle  w e l l  wi thout  some load.  

Rep, Be r t e l s en  asked M r .  O'Brien i f  t h e  Aeronaut ics  Commission has  f i g u r e s .  
M r ,  Woolley explained they know what t h e  load w i l l  be ,  and put  i n t o  computer 
t h e  weather ,  j e t  s t reams,  passenger load ,  e t c .  They a r e  most e f f i c i e n t  f u e l  
u s e r s .  They know on a  d a i l y  b a s i s  what amount of f u e l  they w i l l  need a t  
any one p o i n t .  

Rep. Burne t t  asked M r .  Er ickson what t h e i r  a c t u a l  g a l l o n  f u e l  c o s t  is. M r .  
Er ickson s a i d  t h e  Twin Cit ies ,  Spokane and Chicago can supply t h e i r  f u e l  needs 
and can avoid f u e l i n g  p a r t i a l l y  i n  Montana. The c o s t  v a r i e s  from s t a t i o n  t o  
s t a t i o n  and f u e l  c o n t r a c t s  were a l l  f rozen  i n  1972. We can only pass  through 
t h e  i n c r e a s e  t h a t  t h e  Arabs gave t o  us .  We have e x a c t l y  t h e  same p r i c e s  w e  
had i n  1972 and f u e l  ha s  gone from about  $2,800 t o  over $7,000 f o r  t h e  same 
f u e l .  The b a s i c  p r i c e  t h a t  i t  c o s t s  u s ,  p l u s  4% non-product i nc rease  t o  t ake  
c a r e  of i n c r e a s e  i n  s a l a r i e s ,  e t c .  Back t o  1972, i f  we had a  15% mark-up, have 
t h e  same mark-up. General a v i a t i o n  o. k. s on an a r e a  b a s i s  - would have t o  
r a i s e  a l l  i n  t h a t  a r ea .  There was a  1 1 / 2 ~  r a i s e  i n  gas  l a s t  week. Northwest 
would have t o  be r a i s e d  i n  t h e i r  whole system. 

Herb Salmon, Avia t ion  Board of Aeronaut ics ,  i s  s t i l l  ope ra t i ng  on t h e  same 1 C  
s i n c e  1945. Rep. Fabrega asked how much has  ga l lonage  increased?  He was t o l d  
i t  has  decreased about 65% s i n c e  1945 because of t h e  Glasgow Airbase be ing  
closed down. 

M r .  Er ickson commented t h a t  where you provide  70% of t h i s  tax, you don' t f e e l  
you a r e  g e t t i n g  70% of the  b e n e f i t  f o r  a i r p o r t s  they serve .  They f e e l  they a r e  
paying f o r  f a c i l i t i e s  t h a t  should be  paid f o r  a l ready .  
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Rep., Fabrega asked i f  you pay 70% of t h e  t a x ?  do you n o t  g e t  70% of t h e  b e n e f i t  
i f  t he  money were used i n  nav iga t iona l  a i d s ,  e t c ,  Mr., Woolley s a i d  No - t h e y  
don ' t  go t o  a i r p o r t s  where b e n e f i t s  a r e  made, You a r e  paying an 8~ tax on 
a i r  t i c k e t s  which a i r l i n e s  a r e  t r y i n g  t o  reduce t o  5 C  o r  6~  because ADAT has  
a $3 b i l l i o n  su rp lus .  They pay landing f e e s  and r e n t a l s ,  Landing f e e s  repay 
loans  t o  Aeronaut ics  Commission and r e n t a l s  provide revenue f o r  bonds by t h e  
communities t o  bu i ld  t h e  f a c i l i t i e s ,  no t  on ly  f o r  t h e  a i r l i n e s  t o  use ,  bu t  
f o r  t he  convenience of t h e  customer. They a r e  repaying t h e  "jet  way". $1.5 
m i l l i o n  i n t o  t h e  j e t  ways, 

Rep. Fabrega asked i f  t h e i r  i s  a  landing  f e e  f o r  gene ra l  a v i a t i o n  a t  any a i r -  
p o r t ?  There i s  a flowage f e e  on t h e  a i r c r a f t  - 4~ goes t o  t h e  a u t h o r i t y  i n  
Great  F a l l s .  A i r l i n e s  pay a  landing  f e e  of 5 6 ~  per  1,000 pounds i n  Great  
F a l l s .  

M r .  Er ickson s a i d  they don ' t  need a  l o t  of t h e  programs t h e  Aeronaut ics  build.. 
They d o n ' t  g e t  70% b e n e f i t .  Programs a r e  f i n e ,  bu t  no t  suppor t ive  of t h e  
i ndus t ry .  

Rep. Williams asked M r .  Er ickson what f i g u r e  they come up wi th  when they equa t e  
passenger  m i l e s  i n  Montana wi th  occupied seats, s t a r t i n g  from t h e  premise t h a t  
sma l l e r  a i r p o r t s  could s tand  more nav iga t iona l  a i d s .  M r .  Er ickson s a i d  you 
d o n ' t  want t o  charge t h a t  t o  t h e  p r i v a t e  p i l o t .  Should look t o  Washington - 
a t  t he  $3 b i l l i o n  t h a t  is  g e t t i n g  ever  b igger .  That might be obtained on a  
90-10 b a s i s .  There is  l o t s  of money s i t t i n g  unused i n  Washington. 

Rep, Dozier asked t h e  p r i c e  of gas  i n  Calgary - i t  is  3 9 . 6 ~  per  ga l lon .  
Rais ing  t h e  1~ c o s t s  t he  whole i n d u s t r y  $1 m i l l i o n  - i t  i s  no t  an inconsequen- 
t i a l  ma t t e r .  

Rep. Nordtvedt asked what f r a c t i o n  of ope ra t i ons  of a i r l i n e s  i s  t h e  f u e l  
c o s t  - M r .  Woolley s a i d  30% i n  t h i s  a r ea .  

Rep. G i l l i g a n  asked M r .  Jonas i f  t h e  g e n e r a l  p u b l i s  is  paying f o r  t h i s ?  H e  
s a i d  t h e  g e n e r a l  pub l i c  is g e t t i n g  t i r e d  of paying f o r  t h e s e  mino r i t y  t axes .  
They o b j e c t  t o  having t o  pay f o r  f e n e r a l  revenue when they c a n ' t  f l y  t h e i r  own 
p lane ,  and a r e  a g a i n s t  t h i s  b i l l .  

P a r t  of t h e  problem i s  t h a t  p roper ty  t axes  and o t h e r  taxes  on t h e  a i r  bus iness  
do no t  go back t o  t h e  a i r  bus iness .  

The ques t i on  of who uses  t h e  Helena a i r p o r t  t h e  most a rose .  M r .  P a t t e n  s a i d  
gene ra l  a v i a t i o n  does indeed pay i t s  way. Taxes t h a t  go i n t o  t h e  g e n e r a l  fund 
f o r  t h e i r  a i r c r a f t  l e ave  t h e  a i r  i ndus t ry .  The 2C t a x  is  a  g r e a t e r  burden on 
a sma l l  person than i t  is  on a  l a r g e  l i n e .  Are t h e r e  more g e n e r a l  a v i a t i o n  
landings  a t  Helena? There i s  no charge f o r  g e n e r a l  a v i a t i o n  landings  a t  t h e  
new a i r p o r t .  

There is  a  $3.5 b i l l i o n  t r u s t  fund f o r  a i r l i n e  acc iden t s .  It is  proposed t o  go 
back t o  FAA reg ions  who would d o l e  it  ou t  t o  t h e  v a r i o u s  s t a t e s .  The l a r g e r  
a i r l i n e s  w i l l  want most t o  make s a f e t y  provis ions .  

Rep, Dassinger asked M r .  Woolley t h e  comparison of t a x  would be t o  1.5% p r o f i t .  
He s a i d  they took i n  a t  Casper f o r  t h e  f i r s t  11 months i n  excess  of $4  m i l l i o n ,  
expenses,  inc lud ing  f u e l ,  e t c ,  were a l s o  i n  excess  of $4  mi l l i on .  Had a  p r o f i t  
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margin of 1 .4%.  P r e t t y  s m a l l  margin.  The p e r c e n t a g e  of v a l u e  t o  t h e  a i r l i n e s  
t h a t  70% prov ided  was p a r t l y  r e t u r n e d  by t h e  s t r i p  i n  B i l l i n g s  t h a t  h a s  9,500 
f e e t  of s p e c i a l l y  paved s t r i p  and over  125# s t r e s s  b u i l t  i n .  The a i r l i n e s  do 
d e r i v e  70% of t h e  v a l u e  of t h a t  t a x  Rep. Dass inger  b e l i e v e s .  

Rep. S i v e r t s e n  mentioned t o  M r .  Jonas  t h e r e  i s  a f i x e d  c o s t  f o r  t r a v e l  no  
m a t t e r  what t h e  means of t r a n s p o r t a t i o n .  M r .  Jonas  d o e s  n o t  b e l i e v e  i t  should 
be  p u t  on c o m e r c i a l  t r a v e l .  

Rep. H a r r i n g t o n  asked M r .  Jonas  i f  we a r e  p o s s i b l y  faced  w i t h  l o s s  of a i r  
s e r v i c e  because  of a i r  d e r e g u l a t i o n .  M r .  Jonas  answered t h a t  i s  t r u e .  

Wayne Turner ,  F l y i n g  S e r v i c e  i n  Big Sandy, v i e w s t h e  a v i a t i o n  t a x  as a u s e r s '  
t a x  s i n c e  t h e y  do b e n e f i t  from i t .  The t a x  i s  be ing  pa id  i n  general .  by air- 
l i n e s  and n o t  by g e n e r a l  a v i a t i o n .  However, t h e y  do p r o v i d e  p a s s e n g e r s  b o t h  
ways. 

Rep. R e i c h e r t  asked i f  t h e  s t a t e  Chamber of Commerce had t aken  a  s t a n d  on 
t h i s  i s s u e .  There  h a s  been  no  s t a t e m e n t  from t h e  s t a t e  Chamber of Commerce. 

Rep. H a r r i n g t o n  asked t h e  i n d u s t r y  f o r  a l i s t  of board ings  i n  d i f f e r e n t  c i t i e s  
from t h e  major  a i r l i n e s  over  t h e  l a s t  y e a r .  

The mee t ing  ad journed  a t  11:45 a.m. 

REP! HERB HUENNEKENS, Chairman 




