MINUTES OF THE MEETING
TAXATICN COMMITTEE
49TH LEGISLATURE
SPECIAL SESSION IIT
HOUSE OF REPRESENTATIVES

June 26, 1986

The sixth meeting of the taxation committee was called
to order in room 312-1 of the capitol by chairman
Gerry Devlin on the above date at 4:40 p.m.

ROLL CALL: All members were present as were Dave
Bohyer, researcher for the legislative council, and
Alice Omang, secretary.

CONSIDERATION OF SENATE BILL 14: Senator Neuman,
senate district 21, stated that this bill transfers
from the state highway revenue fund to the general
fund some money that is currently used for highway
construction and first it transfers the coal tax
revenue, which amounts to about $5.9 million and
secondly, it transfers interest and earnings income:
from the highway special revenue account, which
amounts to about $6.7 million, and thirdly, it
deposits the federal o0il and gas mineral funds

that the U. 8. government pays the state in the state
equalization aid account, which is another $6.7
million. He advised that this bill will ‘also as-—
sume the full operational costs of the highway patrol
and the results of these transfers will reduce the
moneys available for highway construction by approxi-
mately $22.5 million. He continued that the bill
then proposes to replace this transferred revenue
with a user fee for the very important work of re-
building Montana's highways and the fee in the biil
as it currently exists is 5 cents on gas and this
will raise about $17.1 million for the highway con-
struction account, which is about $5.2 million less
than the amount being transferred out. ¥e empha-
sized that this will be a significant cutback in

the important work of the highway program and this

is coupled with the fact that the highway construc-
tion fund is scheduled to get an additional 6% of
coal tax money next year and this will not be re-
ceived under this bill.
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PROPONENTS: Gary Wicks, director of the department
of highways, said that it is important to repeat that
this proposal is the key to balancing the general
fund budget, they do not get any new money from it
and they think it is the key to continuation of the
highway program which was approved in 1983. He dis-
tributed exhibits 1 and 2 to the committee and showed
some slides on different highway projects around the
state and others that need to be done.

David Hunter, director of the office of budget and
planning in the governor's office, informed the com-
mittee that as of last night one house or the other

has adopted about $72.6 million of reduced expendi-
tures or transfers, and, in some minor cases, increased
revenue; and the number now of the projected deficit

is $97 million, so this legislature still needs

to adopt $25 million worth of legislation to get back
to zero, plus the governor has recommended some

modest ending fund balance.

He advised that this legislation is a very critical

piece of their ability to solve the problem in this

June session and they feel that this is an essential
piece of legislation.

Bill Campbell, representing the Montana Education
Association, stated that they support some increased
revenue; and while this is not the most popular and
probably would not be their first preference, it is
the one available to support and they do support this.

Bill Olson, secretary-manager of the Montana Contrac-
toirs' Association, testified in support of this bill.
See exhibit 3.

Terry Minow, representing the Montana Federation

of Teachers, said that their agenda was to help find
some revenue to fund the school programs and this

is the only bill on the table and they urge a do-
pass.
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Tom Schneider, representing the Montana Public Em-
ployees' Association, the Montana highway patrol,
and the construction people in the department of
highways, stated that he wanted to go on record
supporting this bill. He advised that he drives
50,000 miles a year and he has a staff that drives
325,000 miles a year, and this is certainly going
to cost them some money, but they are more aware
than the normal motorist as to what is happening
to the highways of this state; and he thought they
were dealing with a safety issue also.

There were no further proponents.

OPPONENTS: Robert VanDerVere, a citizen who lives
on the outskirts of Helena, said that if more people
have to go on welfare, it is going to cost the

state some money and he felt that if they fixed

the chuck holes instead of building new highways,
they would be in better condition than they are

now.

Lorna Frank, representing the Mcntana Farm Bureau,
stated that the bureau was organized in 37 counties
throughout the state and have between 3500 and 4,000
members and they oppose the S5-centsegas-tax in-
crease and support the use of some of the coal se-~
verance tax money to balance the budget or they can
try for a sales tax, which is about the same as
what the gas tax increase is.

Vera Cahoon, representing the Montana Freeholders'
Association, said that they are a unique organiza-
tion in that they have no special interest in lob-
bying and they represent Mr. and Mrs. Taxpayer and
she rose in strong opposition against this bill,
She contended that a gasoline tax is not going to
just affect the user of that tax, it is going to
funnel down to delivery people, motor carriers
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and it is going to come back to the consumer. She
advised that she has been watching the legislature
since the 16th of June; and she has watched them
shuffle money from here, putting it over there,
taking it out, putting it back in, and the people
do not understand that they are trying to balance
the budget on the backs of the taxpayer. She em-
phasized that they should balance the budget on
where it happened - on the back of government.

Carol Mosher, representing the Montana Stockgrow-
ers and the Montana Cattle Women, stated that this
will put additional hardships on their basic food
and fiber industry in the state that are already
going down one by one and the recent drop in fuel
prices was the one bright spot in agriculture.

She asked that the committee oppose this bill.

Julie Hacker, representing Missoula County Free-
holders, and a gas burning farmer, indicated

that she believed in the highway reconstruction
program, but there is an enormous waste of money
and she showed some phamplets that were delivered
by the highway department and they received seven
of these - one for each licensed driver. She al-
so told of how she saw six highway supervisors
watching over the contracteors of a job close to
her home and how they had to drill a well instead
of getting water out of the river close by.

Steve Nesbit, vice-president of Western Petroleum
Marketing Association and a local jobber who dis-
tributes gas and diesel fuel, stated that they

are the tax collectors and they see that the taxes
are paid and then pass them on to the state. He
advised that they are hit larger than other groups
by this tax because when they buy the fuel and put
it in inventory, they pay those taxes and it costs
them around $6,000 a year additionally for this
5-cent increase in tax and secondly, they are caught
in shrinkage, and thirdly, with the bad economy,
they still have to pay the tax, even though they
don't get paid for it.

»
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Riley Johnson, representing the Montana Federation
of Independent Businessmen, stated that he did not
want to be on record of either opposing or being
for this bill, but wanted to advise that in a 1985
survey of their members in Montana, the guestion
was asked if they would support a gasoline tax pro-
vided it was earmarked for highways and they received
an 82% favorable return on that survey. He stated
that they are opposing this bill because they do
not feel that this tax is going to rebuilding of
the highways - they are just shifting funds.

Tom Harrison, representing the Montana Automobile
Dealers' Association and the Montana Automobile As-—
sociation, said that the MAA represents over 19%
of all automobiles registered in this state and
nine years ago, the Montana Dealers" Association
had 240 dealerships in this state and they now have
160 members - seven dealers have failed this year
and seven more are projected to fail the remainder
of this year. He stated that he hoped they would
not single Montana out as the highest state in the
United States in gas tax.

Terry Murphy, representing the Montana Farmers' Union,
testified that when this was in the scnate, they
vehemently opposed this bill as it included diesel
fuel, but at this hearing, when they are only talking
about gas, they appear in strong opposition. He
noted that it is not the highway budget that is in
trouble ~ it is the general fund - and he asked

why should transportation be chosen to bear the
burden of balancing the budget.

Jim Manion, representing the Montana Highway Users"
Association, advised that the directors of the as-
sociation voted to oppose any increase in the gas
and diesel tax and ask that the legislature take

a hard look at perhaps using the coal tax as a
source of revenue.
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George Allen, representing the Montana Retail As-
sociation, stated that he reluctantly opposes
this since the diesel tax was taken out, it is

a lot more acceptable, and they oppose especially
the fact that there is no sunset. He contended
that they have a temporary problem - the economy
is going to get better, oil prices are going to
go up and the time will come when they will work
their way out of this problem, but if no sunset
on this, what will happen to agriculture when gas
goes up to $1.50 a gallon and they have this tax
built into it. ‘

There were no further opponents.

QUESTIONS ON SENATE BILL 1l4: Representative Sands
indicated that the legislative fiscal analyst had
told him that they had anticipated in 1985 that

the final balance for the combined highway special
revenues and reconstruction was about $16 million
and if this bill went into effect and with the
adjustments made in HB 30 and along with the changes
in the bonding program, that they would have a bal-
ance of $33,120,000 in fiscal year 1987, which is
twice what they had anticipated when they left the
regular session in 1985.

Mr. Wicks referred to the LFA's figures (exhibit

4) and those figures show that if everything went
along with no changes, with no special session,
they would have had in 1987 a balance in the ear-
marked account of about $22 million and they have
some differences in revenue projections - they pro-
jected an increase of gas taxes and they don't see
it yet - but they are approximately the same as to
the ending fund balance in 1987. He explained that
the reason that it is more than what they projected
in 1985 is because this year is one of the worst
construction years they have had, but not in terms
of the amount of contracts that were let, but due
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to the rain during August, they pretty much shut
things down and the contractors did not get their
work done as fast, they did not submit their claims
as fast, so their balance at the end of 1987 is
somewhat higher than they anticipated. HBe continued
that if youw take account of the LFA's proposal,
which is recommending leaving the interest on the
earmarked account and recommending transferring the
coal tax, mineral royalties tax for 1986 as well
as 1987 and replacing it with a 1 1/2 cent tax in- -
crease on gasoline, that would have let them end up
1987 with a $11 million balance. He acknowledged
that the problem with that is they d4id not take in-
to account what is going to happen in 1988 and 1989,
and with her projections, under the current program,
they would end 1988 with a $30 million deficit and
1989 with a $90 million deficit. He said that they
clearly would have to shut the RTF program down
next vear.

He advised that the LFA's proposal compared to the
governor's leaves the highway program with $16 mil-
lion less than the governor's and that is $16 million
that is not being replaced by the coal tax interest.

Representative Sands asked if the reductions provided
in HB 30 did not save them about $4 million.

Mr. Wicks replied that he thought this ended with
a $4 million reduction.

Representative Sands asked if that was an addition-
al $4 million.

Mr. Wicks responded that it was not - we take it into
the expenses and the balances and this is taken into
consideration in the governor's budget.

Representative Sands asked if that affects the end-
ing fund balance.
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Mr. Wicks replied that it does affect the ending

fund balance, but even with the ending fund balance and
the reductions in the budget as recommended, they

will still end 1988 with a $39 million deficit and

a $90 million deficit in 1989 under the LFA's pro-
posal.

Chairman Devlin asked what would they end with in
fiscal year 1987.

Mr. Wicks .answered that they would end fiscal year

1987 with about a $11 million balance, add to that

a $3 million amount that they took out in construc-
tion and he advised that when they let a contract,
they don't pay out until 1988 and they have to shut
the contracts down in 1987 to avoid the $30 million
deficit and have a positive balance in 1988.

He indicated that they obviously were coming back

for a fuel tax increase in 1987 to carry them through
1989; and with the proposal contained in SB 14,

when they take the $22 million out, they need more
additional revenue to keep the program going and

the 5-cent—as-tax increase allows them to keep the
program going at a 10% reduction.

Chairman Devlin asked considering the way this bill
reads now, what would their ending fund balance be
as of June 30, 1987.

Mr. Wicks replied that with the bonding program,
they estimate their balance in 1987 would be in the
neighborhood of $65 million, but most of that is
represented by an increase in fuel taxes and the
bond proceeds.

Representative Ellison asked if he understood him
to say that, if they had not had a special session,
that they would have come in during the next session
and ask for a 5-cent-gas-tax increase.



Taxation Committee
June 26, 1986
Page Nine’

Mr. Wicks answered that it would not have been a
5-cent increase, but might be 3 cents.

Representative Ellison asked if this bill passes
in its present form, will they be back in for an-
other tax increase in 1987.

Mr. Wicks responded that he would not be back
in 1987, and probably will not be back in for an-
other tax increase in the remainder of his career.

Representative Sands asked numerous questions
of Mr. Wicks along the same lines as previously
recorded.

Chairman Devlin asked if they would scale the program
down or would they shut it down.

Mr. Wicks replied that the RTF program would be
shut down in 1987, they already have the contracts
out that they are going to pay for in 1987 that
were let under the legislature's authorization in
1983, so they have to shut the RTF program down
and allow them to end 1988 with a positive balance.

Representative Harp clarified that one of the prob-
lems in the highway financing is that they have

a lag period from when the contracts are let and
when they are actually paid and not only a lag
period in the contract payments, but also in what
you are going to be paying off in bonds, so it
looks like you have a big balance, but in reality,
if they pay their bills, that balance is considera-
bly less than that.

Representative Sands asked if Jim Haubein, princi-
pal analyst for the office of legislative fiscal
analyst, could comment on this bill. Mr. Haubein
went over exhibit 4 with the committee.
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In reply to a question by Representative Sands,
Mr.. Haubein answered that within the $33 million,
there is almost $22 million worth of gas tax and
if you were to not get the gas tax increase, they
would have an approximately $12 - $13 million end-
ing fund balance at the end of 1987.

Representative Sands asked, when they left in April
of 1985, was it our assumption that the ending
fund balance would be approximately $16 million.

Mr. Haubein responded that is correct.

Representative Sands asked what would happen in
1988 and 1989 to your projections if the gas tax
was not in effect.

Mr. Haubein replied that they would have to back
off approximately $60 million for the three fiscal
years - 1987, 1988, and 1989, so they would be
about $83 million in the red.

There were no further questions.

Senator Neuman offered a letter to the committee
from Evenson Dodge, Inc., who are financial advi-
sors, stating that if a sunset were put in the bill,
it would cripple the ability of the state to market
the bonds and it will cause the . interest rate to
decline. See exhibit 5. He also advised that the
department has taken a 2% cut and now a 5% cut and
they have been significantly reduced. He also dis-
tributed to the committee exhibits 6 and 7.

The hearing on this bill was closed.

EXECUTIVE SESSION

DISPOSITION OF HOUSE BILL 44: Representative Keenan
moved that this bill DO PASS. Chairman Devlin dis-

tributed a set of amendments recommend by Les Loble.
See exhibit 8. '
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Representative Keenan distributed some proposed
amendments (exhibit 9) and she explained these
amendments to the committee, saying that the first
amendmend clarifies the changes in assessment due
to reappraisal and these are acceptable grounds
for a protest and on the second amendment, she
advised that the federal reserve board changes the
rate periodically and on the third amendment,

she thought this would clarify Les Loble's con-
cern on that section -on page 6, line 17, that the
money in general fund can also be used. She moved
adoption of these amendments.

Representative Ellison asked if it were three
years before the suit was settled would the taxing
jurisdiction be in arbitrage for two years.

Representative Keenan said they could not spend it
for the first year, so they would for two years.

Representative Asay noted that the first year the
taxing jurisdiction would still be making a profit
on the interest and his objection is that if the
taxpayer proves to be right, he should be made whole.

A vote was taken on the adoption of these amendments
and the motion passed with Representative Sands
voting no.

Representative Sands indicated that he had some
real reservations about this bill and everyone
knew of the lines around the courthouse and how
many people were protesting and what this bill says,
in effect, is even though you protest your taxes,
at least after the first year, they are going to
go and spend it anyway and there are provisions
for repayment, but that essentially is what this
bill is designed to do. He continued that if the
amendments proposed by Montax are adopted, which
are reasonable amendments he thought, he would be
prepared to vote in favor of this bill, but he
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also thought that the interest rate provision sug-
gested by Montax apply and he thought it was wvital-
ly important that it apply not just after the judg-
ment is rendered. He continued that it seems to
him the critical factor is the time that this money
is held up during the tax protest, and if you can't
get market rates or the discount rate plus 4%, you
are going to allow those local jurisdictions to

get arbitrage on those taxpayers' money and he

did not feel that was fair and he thought they
should have the market rate and that is all their
amendments would do.

Representative Sands moved to make the interest
rate payment that Representative Keenan has apply
to the protested amount even before judgment,

He said that he thought it was appropriate and
vital to have the market rate apply from the date
of the payment of taxes under protest and that
would make sure that the local jurisdictions
doesn't benefit by keeping the taxpayers" money
during the time of protest.

Representative Gilbert stated that it was his un-
derstanding that they didn't start paying that
high interest rate at the time the money is pro—
tested - it is only after the waiting period that
the county can decide to use those funds. He
indicated that it certainly doesn't make much
sense to try and get 14% out of money that is lay-
ing in an account when money market investment
accounts right now are 5.8% and you are going to
pay protested taxpayer 14% - it is ludicrous.

Representative Sands said that he misspoke when

he applied the 6% from the very beginnning, he
talked to Dennis Burr and what their amendment

was the federal discount rate plus 4% and this

would apply from the day the county or local govern-
ment started using the money - if after the one-
year period, they decided to use the money, then
they would propose that it have this higher market
rate and he moved to so amend.
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A vote was taken on Representative Sand's amend-
ment and it passed with 11 voting for it and 9
voting against it. See roll call vote #1.

A vote was taken on the DO PASS AS AMENDED motion
and it passed with a vote of 11 ayes and 9 nos.
See roll call vote #2.

ADJOURNMENT: There being no further business, the
meeting was adjourned at 6:37 p.m.

4

hio) (Corenrny

Alice Omang, Se%géfary

, Chairman
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STANDING COMMITTEE REPORT

Jung 27, ' 19 56
Mr. Speaker: We, the committee on
report B8 44
To revise tha procedures for the payment of Mt. tax under protest
do pass (J be concurred in K] as amended
J donotpass - [J be not concurred in (] statement of intent attached
1. Page 2, line 2, Garry _Devlin
w~=Chairman

Pollowing: “Tprotegt®

Insert: ~, which grounds may include but are not limited to
changes in asseasment due to reappraisal under
15-7-111*

2. Page §, lines 8 and 9,

Pollowing: “"until the date® on lins 8

Strike: "of final resolution of the orotegt”

Insert: “on wvhich funds are raleaged as nrovided in
subsection (8)"

3. Page 6, line 9.

Pollowing: “and at the”

Inpert: “combiaed®

Following: “rate of”

Strike: *ige"

Insert: “the federal raserve discount rate guoted frox the
federal rxeserve bhank in Hew York, Hew York, on the
date of final resclution, plus four percentage
points,”*

4. Page §, line 140,

Pollowing: “date®

Strike: “of final rasolution of the protest®

Insert: “on which funds are released as provided in
subsaction (8)*

5. Page 6, line 17.

Pollowing: “general fund” .

insert: *, except that amount generated by the all-purpose
mill lavy,”
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Fact Sheet - Senate Bill 14 (as amended) C-rar)/ DIk s

PURPOSE: This bill would transfer all 'non-user' highway revenues that
presently go to the state highway revenue fund from the highway fund to
the state general fund and state equalization aid account. The non-user
revenues consist of coal tax funds, mineral royalties, and the interest
and investment earnings on the highway account cash balances. The bill
would also assume the full operational costs of the Highway Patrol Division
from the highway funds.

¢
These funds would be replaced in the highway account by an increase ofv

5¢ per gallon tax on gasoline.

The passage of the bill as amended would result inj;

The Highway Program would be 100% ‘'user' based (all revenues to the program
would be derived from user fees);

100% of the funds received fromthe federal Mineral Lands Leasing Act would
go to the state foundation program;

Interest and investment earnings on the highway funds would again accrue

to the general fund as was the case prior to July 1, 1985;

Coal tax fundé that were té begin accruing to the highway fund on July 1,
1986 and thereafter would again be provided to the general fund;

100% of the Highway Patrol Division operating costs would be paid for from

the highway funds.

FINANCIAL IMPACT: For Fiscal 1987 the bill as amended would generate

approximately $5.2 million less in revenues from the 5¢ gasoline tax as

would be transferred from the highway fund. For Fiscal 1988 and beyond,

the proposal would bring in approximately $4 million per year less than were
anticipated from the coal taxes, mineral royalties and interest, but the
sources of revenue to the highway program would be more certain. For

Fiscal 1987 the amount of funds being transferred from the highway fund

total $22.3 million, including the assumption of the Highway Patrol operating
costs, as compared to the $17.1 million to be generated by the 5¢ gasoline

tax increase based on the effective date of the tax increase.

HIGHWAY PROGRAM IMPACT: Even with the full utilization of the bonding

authority provided by the 1983 legislature, the bill as amended would require
a reduction in the level of effort currently underway on the Reconstruction
Trust Fund program directed at the primary system. Without the revenues
being proposed in the bill as amended, the department would be required

to immediately eliminate the RTF program. The replacement fuel taxes

must be made permanent -- to sunset the fuel tax increased based on price
considerations would create uncertainty about the pledged revenue

guarantees and adversely effect the departments ability to continue the

favorable bond ratings.



P

It was understood in 1983 when the ten-year highway program was authorized there

was not sufficient funding to carry the program through the ten-year period.

With approval of the funding as initially proposed, the department would continue
its current level of effort into the 1990's. During the current period 1984
through 1987 the department has committed $645.2 million to complete 2,305

miles of primary work, including 152 miles of the 458 miles of 'critically
deficient' primary identified in 1983; 560 miles of interstate will have

been rehabilitated. The last contract for interstate construction will be let

in September, years ahead of schedule due to the use of the highway bond

program; 289 miles of secondary; 1l miles of major reconstruction on urban

streets; and, replacement or rehabilitation of 133 on- and off-system bridges.

For the period 1988-1993, with the funding as initially proposed, the department

plans work on:

..3,330 miles of primary;

..330 miles of interstate and the rehabilitation of three existing interchanges
and the construction of five new interchanges;

..300 miles of secondary;

..30 miles of major improvements on urban streets;

..275 on- and off-system bridges.

In addition to providing a safe and efficient highway system which provides
for the transportation of products to and from the national marketplace,
the program provides jobs to Montanans and for the purchase of construction

and maintenance materials produced in Montana.

IMPACT OF 5¢ ON TAXPAYER: Using an assumption that the average Montana

vehicle drives 15,000 miles per year and gets 20 miles per gallon, the
increase of 5¢ per gallon would cost an additional $37.50 per year,

or $3.13 per month.

Based on a survey of the western states on June 19 (last week) the average

retail price of unleaded gasoline in the 19 western states surveyed was

$0.958 per gallon. Montana‘s average price, based on 8 cities surveyed, was
$0.88 per gallon, or 7¢ less than the other states on the average. Of the

surrounding states, only Wyoming was lower at $0.849 per gallon.

A 5¢ increase on the current price would still keep Montana's gasoline
prices below those in South Dakota, Idaho, Oregon, Washington and Utah,
and several other more distant western states. Average prices in

Washington, a major source of tourists to Montana, is presently $1.05.

MONTANA'S RELATIVE POSITION: With the increase of 5¢ pexr . .aallon oun. ogasoline.
Montana would be one of the highest in the nation for total fuel related
taxes. But Arizona and Louisiana would be higher, and Michigan and Illinois
at 19.5¢ would be very close behind. Several of the states have sales

taxes on fuel, as well as local options and other add-ons.

In 1983 when we raised the fuel taxes by 6¢ per gallon, Montana was the
highest, but only briefly: Since then, 20 other states have either caught
up or passed us. States with similar financial problems are taking the same
avoroach, transferring funds from highways to the general fund and raising

fuel taxes.
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MONTANA CONTRACTORS’

Association, Inc. Evpibi 3
S /Y
1717 11th Ave., P.O. Box 4519

Swye ¢, - Helena, Montana 59604
/
W Ofsany

William Olson, Sec.-Mgr.
Phone (406) 442-4162

CHAPTER OF THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC.

Testimony on SB 14
House Taxation Committee
June 26, 1986

Mr. Chairman and members of the committee, for the record | am Bill Oison,
Secretary-Manager of the Montana Contractors' fissociation, located in Helena.

| am here today to testify in support of Senate Bill 14, which increases fuel taxes
and aiso reallocates various funds now in the highway earmarked account. It is
important to remember that the increased fuel tanes do not increase highway
funding, but replace highway funds allocated to the general fund.

Positive aspects -

- Would premde funds for properiy planned program en primary system
up to 1993,

- Thus, any funds withdrown from the Highway funds must be replaced
and the replacement must be permanent - no sunset. il long range
program such as the RIF needs permanent funding.

- Justifying any tar can be tough. In this case, the fuel lau is as
justifiable as a tas con be. It's a users tax, where the revenue is
dedicated to our states highway construction program.

- I'm sure that the opponents to this bill will be testifying that the
increase in gas tax will discourage tourism. Tourists come to Montana
for its scenic beauty and our outdoor recreation. If a tourist used 100
gallens of gas while in Montana which would equate {o 1500-2000 miles
of travel, the additional 5¢ tax would add $5.00 to the cost of the
vacation. 1t is ridiculous to think that a tourist who likes our scenery,
fishing and other outdoor recreational will not vacatien in Montana

hecause of a $5.00 biil.
&

AMERICA PROGRESSES THROUGH CONSTRUCTION/CONSTRUCT BY CONTRACT



-

TESTIMONY ON SB 14
JUNE 26, 1986
PAGE TIVO

- If anything would stop tourists from coming to our state, it would be an
unsafe highway system, in disrepair because of lack of funding. Thatis
a good solid reason why the funds for highway construction must be
replaced with the gas tax to offset the transfer of funds to the general
fund.

In summary -

The options open for solving the budget crisis are diminishing. The bill before you
today, although it will not be joyous news to motorists, is a viable solution, in part,
and deserves bipartisan support. Past legislatures have deemed the Highway RTF
program essential by earmarking coal tax money to that program. HfAssuming
allocation of these monies to the general fund, replacement funds are essential,
and to that end, we urge your support of SB 14, the increase in fuel taxes.

Respectfuily submitted,

Wolttye o Do

IDILLIAM OLSON
Secretary-Manager
Montana Contractors' Association, Inc.

o:pp



Y D7 A L%.@ *000°6.6°85 uOTIONpAlI 80TAI9s 3IQIP puZ SI9°060°%$ JO UOFIONPaI pir0q-YI-68010Y  (F) |

I~ >N * (uoFaonpaa aseyoand ayjqowolne 3o 3IAN) 1oijed LemySiH - yoIImg Buypung (9)
M&Qm\ 3 In sanuaaady 3Isaxajul  (P)
\b\\ mmwmw *¥g], 2ouelanss 180D (9)
. Loy 18xdUIH °*S°n  (Q)
1O/ X , Xel §9f11e !
\v -+ \ \ mw “ vl JTE 7 uJ\. - *xe3 9ulTose8 uyl aseaaouy uolied iad jusd G (B)
X2 op 2007 P WTTTYT F
P e kh\.'ﬂ , . .
(L8%°689°€2)$ T99°L1L™w § 608 C1 EE 3 0£6°LEC TI § 6L8°988°1C § LS6°T£C LS § L9%7'806°%L § IONV'IVE aNAd ONIANT
8L979TE*99T3 8L9°9T£° 991§ 8L9°910%79TS (0€6°T9T°0T) S 809°8LT°CLIS 8T%'9SL°9YIS %5C°€90°Z01% 83uaWasINGSTQ [EIOL
-0- -0- G68°sHS° 1 -0- S68°6HS T (925 12L 8) -0- ASNIT, UOTIONIISUOITY
-0- -0~ (veL‘oczts) -0- (YEL°0EC¢8) (S9LETHET) -0- anuaAdy TeYoadg
aINpaYdIS uoFIonalso) ug mwcws
020°896°0%1 020°896°0%T 6S8°TSEEHT  (F)(8T9°ST0°ET) LL%*RLEC9ST BETY8ESET  LS0°%LE°08 sfemySTH 3o 3juswiedag
690°L%6 690°L%6 690°L%76 -0- 690¢L%6 66L°9CL 679°6TH SuyprIng aduey 3uo]
000°000°4T 00000041 000°000°4T -0- 00000041 000°000¢4T 000°000¢ 41 §,3A09 18007 03 y8noayj ssed
000°SL 000°SL 000¢SL -0- 000°SL 000°sL 000°s¢L @o10umo) jo jusmizedeq
980°97L 980°97¢ 980°9ZL -0- 980¢9ZL ss0°szL 719069 anusasy O jusmiiedaqg
L55°925°%6 L66°925°%6 155°926%6 (@) 889°€98°C 698°299°¢9 702989 89%°2Ev‘9 9o1asnr 3o juauaedag
9r6°cL $ 9m6°EL $ 96°EL $ -0- $ 9m6°EL $ sisfzL $ 89%°S9 $ £3y93eg o13Feal Kemysig
uojietadoaddy pue sjuawasangsiqg
T61L29°THTS 6SEHEOCTLTS 189 THTCS6TS 000°9L0°T § L8%°590° 76T § SBE886°C0T § TTLCTL6ILTS a1qelTeay spung [elo]
0€5° 606 LETS 0€S°606°LETS 066°606° LETS 000°9.0°T § 0ES°EEB9ET § 8T6°6L0°6CT § 6L W8I WIIS 82NUBAY [BIOL
' &
-0- -0- -0~ -0- -0- -0~ 090°€08 juaugsnfpy anuoAxf Jedx I0Tad
£ 60E°ET E7n°60€°ET £ 60E°ET -0- e 608 ET 00L°0S0°ET -0- §3103S
-0- -0~ -0- (P) (000°%9L°9) 000°%9.¢9 000°00T % -0- awodul 3s88193U]
THLTLL ET THLTLLET TLCTLL ET -0~ (A TR ANAE XA £68°88€°¢€T LO%* %S 4T anuaAay MAD
-0- -0- -0- (2)(000°11Z¢9) 000°TTZ¢9 18L°€89°T -0- S9XE] 90URISA9S T€0D
-0~ -0- -0- (9) (000°S0L¢9) 000°50L°9 785°629°¢L 085°068°8 soxe], STBIUTH *S°N
000°%TT 6T 000°4TT 6T 000°4Tt6T -0- 00041161 00€OYTI 61 LTL8LL 6T (uoired ¥.T) xel 1°s9id
SwE‘ETL T8 SHE‘eTL 18 Sre‘eTL’I8  (®) 0009507 sweL56°09 00,°980°09  SwE‘LS6°09 (uoTTe3 dGT) ¥BL SUITOSED
SaNuaAaYy
199°LTLy § 608421°cE ¢ LS6°TETELS § -0~ $ LS6TETLS § L9%°806°%L § T09°18L°C9 § aoueteqg pung Bujuuildeq
68 Ad 88 Xd (8 Ad 18 Ad 03 1861 9861 S86T

sjuauasnfpy sjuawisnfpy 1eosTd 120814 1eosTd

WAINNIZG L1861 ANV 6861 TVOSIA
1 TT1Id dALVNAS
S.LNNOOJDV LSNYUL NOILDAYLSNODAY ANV ANNIAITY TVIDAdS AVMHDIH AINIGWOD

( | YW Db/ ( VL (



]

Exhibir 5~
SB /4

EVENSEN DODGE, INC. Tune R4,/956
Sea. /Veccm,m

FINANCIAL CONSULTANTS

L3

June 6, 1986

Mr. Gary Wicks, Director
Montana Department of Highways
Highway Building

2701 Prospect Avenue

Helena, MT 59620

Dear Mr. Wicks:

As financial advisor to the Department and the State, you have
asked us to review and comment on the Department's proposal
concerning motor fuel taxes. Our analysis will focus on the

effect of this tax proposal on the issuance of highway revenue
bonds.

The Department's Proposal

We understand the proposal includes the following:

1. Redirect coal severance taxes, mineral royalty revenues
and interest income from the highway funds to the
State's general fund.

2. Replace the lost funds from 1. above with additional
motor fuel taxes by increasing the tax rate on gas by
5¢ per gallon and diesel fuel by 3¢ per gallon.

Highway Revenue Bonds

Under the State constitution and law, highway revenue bonds may
be issued and are payable as follows:

1. The amount of outstanding highway revenue bonds may not
exceed $150 million.

2, The bonds are secured by motor fuel taxes and certain
other taxes which, together, are known as Pledged

Revenues. State law requires the Legislature to
establish motor fuel taxes at levels necessary to pay
the bonds.

3. Other highway funds are not pledged, but available to
pay the bonds, if necessary.

Moody's Investors Service and Standard & Poor's Corporation,
national credit rating services, assign the ratings of Al and AA,
respectively, to the outstanding highway bonds based upon the
financial condition of the highway funds, anticipated coverage of
debt service from Pledged Revenues and other available funds,
the amount of bonds authorized and issued, and other factors.

3608 IDS Tower, Minneapolis Minnesota 55402 612/338-3535 800/328-8200 800/328-8100 Minnesota

27MTMA A5 /1



Page 2

The Department is considering a plan to restructure its
outstanding highway bonds and issue additional highway bonds. a
bond issue to achieve this result is scheduled for the summer of
1986 following the special legislative session, if the additional
revenues are provided on a permanent basis.

Changes to state law, financial factors, and other conditions
will be considered by Moody's and Standard & Poor's in assigning
a rating to the highway bonds to be issued in 1986.

In our opinion, the overall effect of the financing plan and the
legislative changes should be neutral with respect to the credit
rating on highway bonds.

It is also our understanding that other fuel tax proposals are
being discussed that would reduce or suspend the additional fuel
taxes if motor fuel prices rise above certain levels.

It is our opinion that the presence of the fuel tax suspension
tied to fuel price increases is 1likely to result in negative
credit rating implications for highway bonds for the following
reasons:

1. Continuation of the additional motor fuel taxes is
uncertain, subject to events beyond the control of the
State, and bears no relationship to the contractual or
other obligations of the Department.

2. The anticipated coverage of debt service, the uncertain
additional taxes, the 1lost revenues and additional
outstanding debt will likely be viewed as a weakening
of the coverage of debt service which could result in a
lowering in the credit rating for the bonds.

We are prepared to analyze these and other proposals under
consideration by the Legislature. Please call us if you have any
questions.

Sincerely,

EVENSEN DODGE, INC.

72 7 e

Patrick P. Born
Senior Vice President

/jln
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RETAIL PRICES FOR UNLEADED GASOLINE Sen. JYewrnon

June 19, 1986

STATE PRICE/GAL
Arizona 1,14
California 1.09
Nevada 1.09
Nebraska 1.05
Washington 1.05
Wisconsin 1.01
Minnesota .989
Oregon 979
Idaho .969
South Dakota .959
Utah , .959
New Mexico .909
Colorado .899
North Dakota .889
Montana .880
Kansas .879
Oklahoma .849
Wyoming .849
Texas .769
Average = .958
MONTANA CITY PRICE/GAL
Missoula $.929
Dillon 919
Billings .889
Helena .889
Kalispell .869
Miles City .859
Havre .859
Great Falls .829

Average = .880

JM:nr:jm:5/00 :
¢
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Washington
Minnesota
Wisconsin
Nebraska
Arizona
Connecticut
Louisiana
Dist. of Col.
West Virginia
lowa
Michigan
MONTANA
Idaho

Indiana
Maine

New Hampshire
Utch
Arkansas
Maryland
Alabama
[llinois

North Dakota
Rhode Island
South Carolina
South Dakota
Tennessee
Vermont
North Caroling
Colorado
Nevada

Ohio
Pennsyvania
Delaware
Hawaii
Kansas
Massachusetts
New Mexico
Virginia
Kentucky
Oklahoma
Oregon
Texas
Florida
Califomia
Mississippi
Alaska

New Jersey
New York
Wyoming
Georgia
Missouri

o

* CENTS PER GALLON
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PROPOSED AMENDMENTS TO HB 44

Delete new language at lines 24-25, page 1 and lines 1-2 of page
2. Insert a new subsection:

"(2) A party defendant or respondent may by motion before
the court or state tax appeal board request that the amount of
the tax or license fee paid under protest be reduced. The state
tax appeal board or the court shall hear the motion. If it
decides that the amount paid under protest is too high in light
of the basis upon which the tax or license is being protested, it
shall order the amount of the protested tax or license fee
reduced. In that event, only the reduced amount shall be paid
into the protest fund."

Renumber subsequent subsections.
Page 6, line 12
Change "may"

to "shall"

Page 7, line 7
Delete: "or tax protest refunds"
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PROPOSED AMENDMENTS FOR HOUSE BILL NO. 44
First Reading (White) Copy

1. Page 2, line 2.
Following: "protest"

Insert: ", which grounds may include but are not limited to
changes in assessment due to reappraisal under
15-7-111"

2. Page 6, line 9.

Following: "and at the"

Insert: "combined"

Following: '"rate of"

Strike: "10%"

Insert: '"the federal reserve discount rate quoted from the
federal reserve bank in New York, New York, on the
date of final resolution, plus four percentage
points,"

3. Page 6, line 17.

Following: '"general fund"
Insert: ", except that amount generated by the all-purpose
mill levy,"

/f%(’/é _» L2 W
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VISITORS' REGISTER

TAXATION COMMITTEE

BILL NO. SB 14

SPONSOR Senator Neuman

DATE June 26, 1986

NAME (please print)
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IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FOR!

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

CS-33



1.

Following:
Insert:

2‘

Following:
Strike:

PROPOSED AMENDMENTS TO HOUSE BILL NO. 44
First Reading (White) Copy

Page 1, line 22.
"and"
"and

Pages 1 and 2.

"protests"

the remainder of line 23 on page 1 through line 2
on page 2

Insert: ".

Renumber
Renumber

3.

(2) Any party to a protest action may request a
county tax appeal board to reduce the amount of the tax
or license fee paid under protest, which request must
be heard by the board. If the tax appeal board
decides, on the - basis of the specified grounds of
protest, that the amount paid under protest is too
high, it shall order the amount of the protested tax or
license fee reduced, and the reduced amount shall be
deposited in the protest fund. Any decision of the
county tax appeal board is appealable as provided 1in
Title 15, chapters 2 and 15."
subsequent subsections
internal references as necessary

Page 3, line 15.

Strike:
Insert:

4. Page
Strike:
Insert:

5. Page
Strike:
Insert:

6. Page
Strike:
Insert:

"L-'7_)-"
"(8)"

5, line
"!7)"
"(8)"

6, line
"(8)"
"(9)"

6, line
"ma:["
"shall"

12.

12.
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WITNESS STATEMENT

NAME Zé a/ é Zg%,wm/ ’ BILL NOSé 3
ADDRESS DATE ééfgé
7 4 :

WHOM DO YOU REPRESENT?
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SUPPORT OPPOSE AMEND
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