MINUTES

MONTANA SENATE
53rd LEGISLATURE -~ REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Chairman Mike Halligan, on February 19, 1993,
at 8:00 a.m.

ROLL CALL

Members Present:
Sen. Mike Halligan, Chair (D)
Sen. Dorothy Eck, Vice Chair (D)
Sen. Bob Brown (R)
Sen. Steve Doherty (D)
Sen. Delwyn Gage (R)
Sen. Lorents Grosfield (R)
Sen. John Harp (R)
Sen. Spook Stang (D)
Sen. Tom Towe (D)
Sen. Fred Van Valkenburg (D)
Sen. Bill Yellowtail (D)

Members Excused: None.
Members Absent: None.

Sstaff Present: Jeff Martin, Legislative Council
Bonnie Stark, Committee Secretary

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Committee Business Summary:
Hearing: SB 257, SB 376
Executive Action: None.

HEARING ON SB 25

Opening Statement by Sponsor:

Senator John Harp, representing Senate District 4, presented
SB 257, which is a bill to increase the gasoline license tax and
the tax on diesel fuel and volatile liquids by 4 cents beginning
on July 1, 1993, and by an additional 3 cents beginning on July
1, 1994. These amounts would generate approximately $18.7
million in FY /94 and approximately $35.5 million in FY ’95.
This would put approximately $50 million additional revenue into
the state highway program. Senator Harp said an aggressive
highway improvement program was proposed in the 1983 legislative
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session, and establishing the Reconstruction Trust Fund (RTF),
which was to last 10 years. This program has worked well for the
state, and in order to continue to address the infrastructure,
additional dollars will need to be put into the highway earmarked
account. Senator Harp said the state has expended $20 million
more out of the earmarked account than has been put into the
account over the past few years. Senator Harp said all of the
revenue created by this bill will go directly into highways.

Senator Weeding, a co-sponsor of SB 257, urged the passage
of this bill, saying this amount of revenue is exactly what is
required for this much-needed program.

Informational Testimony:

Marv Dye, Department of Transportation, said the Administra-
tion’s position is that a 10 cent increase may ultimately be
necessary as the means to resolve a crisis in the highway budget.
However, passage of SB 257 will keep the highway trust solvent
with an adequate cash flow through FY /98, provided there is no
diversion to fund the motor vehicle division, the coal tax stays
in, and there are no other adjustments in the revenues or
expenditures. Mr. Dye said that, while there is a 4-cent
increase proposed for the first year of the biennium, this is
only a 2.6 cent increase over what is currently in effect,
because a 7% surtax will terminate in July, 1993.

Tom Barnard, Administrator of Highway Division, Department
of Transportation (DOT), pointed out the needs in the state
highway system. Mr. Barnard displayed a map, Exhibit No. 1 to
these minutes, showing the planned Federal Aid program highway
projects the DOT hopes to construct. There are approximately
12,000 miles of highway under the Federal aid system. These
highways are designed to last 20 years, and would cost
approximately $800,000 a mile, or $480 million a year, to keep
the Federal aid system up to full standard. Since this is cost
prohibitive, highways are being built to last 60 years, and at
the end of every 20-year period, they are resurfaced. Each mile
costs $800,000 to start, $150,000 at the end of 20 years,
another $150,000 at the end of 40 years; this times 12,000
miles, divided by 60 years, equals $220 million a year that is
necessary to get 60 years’ life from a highway.

Mr. Barnard said there are many miles of highway that were
built in the 1930s and 1940s, that are narrow, crooked, have
inadequate sight distance, and are structurally inadequate. Most
are reconstruction and over-laying, widening projects with some
minor improvement projects, on the interstate, primary,
secondary, and urban system. The contract cost of this work is
approximately $260 million, which does not include right-of-way
access. A second map presented, Exhibit No. 2 to these minutes,
shows the tentative Reconstruction Trust program proposed for the
FY ’94-'95 biennium, which totals approximately $40 million.

This reconstruction work is basically thin overlays with a
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sealing cover and striping. Of this, approximately $30 million
is proposed to go into the Save Our Secondary (SOS) projects.

Mr. Barnard said Federal aid will not cover what is needed
in the state of Montana. Several highways across the state, in
particular, many frontage roads, are not eligible for Federal
aid. Also, there are strings attached to Federal aid which often
increase the cost of a project. The DOT can do a thin overlay
with state-funded money for approximately $70,000 per mile; when
Federal aid is involved, approximately $150,000 per mile is
necessary. When using Federal aid, fewer miles are completed.

Mr. Barnard said there are 4,755 miles in the state’s
secondary road system, with 3,000 miles having some type of
asphalt surface treatment. It would take approximately $22.5
million to preserve the secondary roads present today; however,
there is only approximately $15 million per year available for
the total secondary system. The DOT is trying to preserve the
existing system which needs $10.5 million per year. This isn’t
allowing any funding for improvements.

The DOT has learned that Montana may receive $50 million in
Federal aid funding. Initially the state would receive $30
million if it can obligate the amount within 60 days. Mr.
Barnard said Montana has the projects ready for when the money is
received.

Mr. Barnard said that without the fuel tax proposed by SB
257, all of the work shown on Exhibit No. 2 would have to be
deleted.

Bill Salisbury, Department of Transportation, presented
Exhibits No. 3 and No. 6 to these minutes, and briefly explained
the three scenarios shown on Exhibit No. 3. The first scenario
is the current level program, with no tax increases. The second
scenario shows the 4-cent and 3-cent increases, includes the
long-range building program action, and increase to the Fish,
Wildlife and Parks program. The third scenario shows the effect
of a 4-cent and 3-cent tax increase, increase to the Fish,
Wildlife and Parks, and shows a temporary diversion of funds to
the Department of Justice Motor Vehicle Division for the ’94-795
biennium.

Proponents’ Testimony:

Vern Petersen, Fergus County Commissioner, represented
Fergus County and the Montana Association of Counties (MACO) as
Chairman of the Transportation Committee, in support of SB 257.
Mr. Petersen stressed the importance of the "Save Our Secondary
Program" (SOS). At their fall board meeting, MACO’s board voted
unanimously to support this program because the County
Commissioners recognize the desperate needs of the secondary
system. Mr. Peterson said Montana must utilize the Federal
dollars available for the needs of state roads and bridges.
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Floyd LaBrandt, a resident of the Bigfork/Kalispell area,
said he was concerned about Highway 35, which was reconstructed
in 1948 and to his knowledge has not had any reconstruction
since. During the time since the highway was built, the traffic
has increased more than 1,000-fold. He is concerned for the
public’s safety, and asked support of SB 257.

Jim Duncan, Administrator of Zoo Montana in Billings, spoke
in support of SB 257, for the purpose of insuring that important
highway projects, such as the Shiloh Road Interchange between
Billings and Laurel, receive required matching funds for
construction. This interchange is one of many needed
improvements to Montana’s road system, according to Mr. Duncan.

Sharon Stratton, Flathead County Commission Chair, spoke in
support of SB 257, saying the SOS program is a viable and
essential maintenance program needed to keep Montana’s Federally-
aided secondary roads in good repair. Ms. Stratton said Flathead
County has approximately 62 miles of secondary roads, and with
funding limitations imposed by I-105, it is impossible for her
county to maintain county and secondary roads. Ms. Stratton
believes that if the SOS program does not continue, the highways
will deteriorate beyond a repairable state.

Carl Schweitzer, represented the Montana Contractor’s
Association (MCA), whose members work on roads and bridges across
the State. Mr. Schweitzer presented Exhibits No. 4 and No. 7,
to these minutes. Mr. Schweitzer said the SOS funding is
essential to continue the highway construction jobs in Montana,
and that SB 257 will protect and enhance Montana roads and
bridges, create economic stimuli in all areas of the state, and
reduce auto operating upkeep and expenses caused by bad roads.

Dennis Burr, representing the Montana Taxpayers Association
(MTA), spoke in support of SB 257 as it is introduced. Mr. Burr
said the MTA would not support a higher rate than proposed in SB
257, and they would not support diverting motor fuel taxes to
other general government uses.

Steve Turkiewicz, Montana Highway Users’ Federation (MHUF),
spoke in support of SB 257. Mr. Turkiewicz said the MHUF
supports the reconstruction and the continued maintenance of the
highway system, saying we all are extremely dependent upon
highways.

Jim Tutwiler, Montana Chamber of Commerce (MCC), said the
MCC supports SB 257, and the economic impact it will cause in
Montana is essential. Mr. Tutwiler believes the Free Trade
Agreement with Canada will greatly increase Montana highway use,
and he would like to see the North-South highway carrying
capacity increased.

Glenna Wortman-Obie, Public Relations and Safety Manager of
AAA Montana, said AAA Montana is in support of SB 257. She
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administers a fuel gauge survey every two weeks, which shows
Montanans are interested in safe, efficient highways. Montana
ranks 9th in the nation in highway fatalities; the ranking
figure goes higher per vehicle miles traveled on secondary roads.
Ms. Wortman-Obie said AAA Montana is convinced the 7-cent fuel
tax increase is needed; however, they are not prepared to
support a higher gas tax increase and will not support any
diversions from the highway fund.

Opponents’ Testimony:

Ben Havdahl, representing Montana Motor Carriers Association
(MMCA), presented written testimony, Exhibit No. 5 to these
minutes, in opposition to SB 257. Mr. Havdahl said MMCA is not
opposed to the 4-cent per gallon diesel fuel tax increase, but
opposes the subsequent 3-cent per gallon increase. MMCA also
opposes any diversion of fuel taxes and GVW fees for non-highway
construction use. Exhibit No. 5 explains further the issues in
SB 257 which MMCA does, and does not, support.

Evelyn Kearns, represented the Montana Good Sam Organiza-

~ tion, RV Owners. Ms. Kearns said her group is not totally in-
opposition of SB 257 because they appreciate the fact that the
United States has the best highway system it has ever had. They
question whether this is the right time for imposing additional
gas taxes, and ask that if the 4-cent tax is imposed, that the 3-
cent subsequent tax not be imposed.

Questions From Committee Members and Responses:

Senator Towe asked Bill Salisbury, DOT, for clarification of
Exhibit No. 3. Mr. Salisbury said these charts show only the
state matching funds, not Federal funds. He said with the 4-cent
and 3-cent increase, and with $125,000 Fish, Wildlife and Parks
money, DOT would still not have enough to meet an additional $50
million in Federal funding. The Intermodal Surface
Transportation Efficiency Act (ISTEA) was fully funded through
1996.

Senator Gage questioned Tom Barnard on the current status
regarding projects on Indian Reservations. Mr. Barnard said
there is a Browning East & West program that is nearly ready to
go to contract. The project is held up because of Tribal
regulations which say they have a bidding preference that is
contrary to Federal regulations. Until that is resolved, the
contract will probably not go to bid.

Senator Brown asked if the $50 million Federal funds are
contingent upon passage of SB 257. Mr. Barnard said that without
a fuel tax increase, none of the work shown on Exhibit No. 2
could be done, nor would there be enough money to match the
Federal funds.
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Senator Eck commented it would be helpful if the DOT gave an
indication of how much gas tax and how much coal tax monies go
toward matching designated projects that will have Federal money.

Senator Van Valkenburg asked if AAA Montana has determined
what average fuel costs per year per vehicle are in Montana.
Glenna Wortman-Obie said AAA Montana has information breaking
statistics into categories of how many miles are traveled and
what kind of car is driven, but the information is not Montana-
specific.

Senator Doherty asked Carl Schweitzer what the opinion of
the Montana Contractor’s Association would be if budget cuts were
made that would mean Montana would lose federally-matched funds.
Mr. Schweitzer said he would have to ask the Association.

Closing by Sponsor:

Senator Harp responded to Senator Doherty’s question to Mr.
Schweitzer by saying the federally-matched programs which might
be cut need to have advocates for those programs; he thinks each
program stands on its own merits. Relating to SB 257, the DOT
needs additional revenue in the account to take care of the
current Federal highway program. Montana needs to decide if it
wants to go into an aggressive program on the secondary systems,
which will basically benefit local governments. Senator Harp
said this highway program has been a very successful program, and
SB 257 will allow the program to continue.

HEARING ON SB 376

Opening Statement by Sponsor:

Senator Dorothy Eck, representing Senate District 40,
presented SB 376, which is an additional increase of one cent
gasoline tax and special fuels tax which will go to cities and
counties for funding roads. The Federal monies under the
Intermodal Surface Transportation Efficiency Act (ISTEA) program
allow the cities and counties to use the money for various
purposes, but the one-cent gas tax must be used for the
construction and maintenance of roads and streets. There are
70,000 miles of city streets and county roads in Montana. In
refereénce to matching funded programs, Senator Eck said the
families who would benefit from a lot of the other matched
programs are concerned about roads and they are concerned about
jobs. Senator Eck said SB 376 would be a way of providing
services needed in Montana, and that almost all of the
contractors who build those roads and streets are smaller, in-
state contractors, who hire local people.
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Proponents’ Testimony:

Richard Nisbet, Director of Public Works, City of Helena,
presented his written testimony, Exhibit No. 8 to these minutes.
Mr. Nisbet said the Helena City Commission wants to go on record
in favor of SB 376. Mr. Nisbet said there are no matching
Federal or state funds available to cities and towns for street
construction and maintenance; these street projects must be
funded with taxpayer dollars or gas tax.

Vernon Petersen, Fergus County Commissioner and Chairman of
MACO’s transportation committee, spoke in support of SB 376.
Fergus County has approximately 2,000 miles of county roads. The
gas tax they are presently receiving is not available to purchase
equipment; it is used only for purchasing bridge timbers,
culverts, road oil, etc. Mr. Petersen believes SB 376 is a
worthy cause and urges its passage.

Alec Hansen, Montana League of Cities and Towns, presented a
letter of support of SB 376 from the City of Missoula, a copy of
which is attached to these minutes as Exhibit No. 9. Mr. Hansen
said money needs to be invested in the 70,000 miles of city
streets and county roads and the local governments cannot keep up
with the maintenance on them. Mr. Hansen said there has been a
42% rate of inflation since the last increase in gas tax to
cities and counties in 1983. The one-cent increase will not
recover all the money lost in inflation, but it is a step in the
right direction towards meeting the needs. The money will be
used for maintenance, construction, and employment.

Sharon Stratton, Flathead County Commission Chair said there
are 2400 miles of county roads in Flathead County, 62 of which
are secondary roads. There are strenuous loads on the pavement
because of traffic from logging trucks, and other large trucks.
Flathead County cannot continue to operate under the 15 mills in
their road department, where they are forced to stay because of
impositions of I-105. Ms. Stratton urged support of SB 376.

Opponents’ Testimony:

Ben Havdahl, representing the Montana Motor Carriers
Association (MMCA), said the MMCA’s opposition to SB 376 is only
as it applies to the increase in diesel fuel tax.

Glenna Wortman-Obie, Public Relations and Safety Manager of
AAA Montana, said AAA Montana is opposed to SB 376 because their
members indicated, in a recent poll, that gasoline and diesel
fuel taxes should be used specifically for the state highway
fund, with no diversions.

Informational Testimony:

None.
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Questions From Committee Members and Responses:

Senator Gage commented that the 1l-cent raise in taxes would
create additional revenue of $5.5 million, but the distribution
formula listed in SB 376 shows over $15 million, and questioned
where the additional revenue was coming from. Senator Eck said
there is $14 million existing in the fund. The revenue raised by
SB 376 will be added to this, and the amount of $18.7 million
will be allocated to counties and incorporated cities and towns,
as stated in SB 376.

In response to questions by Senator Towe, Senator Eck said
the statutory appropriations being eliminated in SB 376 will be
restored when the bill is passed through the House.

Senator Towe asked if SB 376 is passed without the l1l-cent
increase, where would the funds come from for the additional $4.7
million increase in allocations being requested. Bill Salisbury
said the 4-cent/3-cent increases, under SB 257, will not fully
fund the amount necessary to match the funds from ISTEA, and the
amount of revenue raised by the 1l-cent tax would help match the
federal aid. If SB 376 is not passed, the DOT will have to
reduce the amount of the allocations.

Senator Van Valkenburg asked Bill Salisbury if the DOT
intends to spend $40 million a year for Reconstruction Trust Fund
projects if the 4-cent/3-cent tax increases are approved. Mr.
Salisbury said yes, but the amount is $20 million annually, and
$40 million for the biennium. Senator Van Valkenburg asked if
the DOT spent $15 million per year in RTF, and put $5 million
into the local governments, could the DOT still fully fund ISTEA.
Mr. Salisbury said that is correct.

Senator Harp asked Alec Hansen what the cities would get in
revenue from SB 376. Mr. Hansen said the cities currently get
$7,623,000, or approximately 55%.

Senator Towe questioned Ben Havdahl about large trucks
operating on city streets and county roads which would be
affected by this bill. Mr. Havdahl said there is some use, but
95% of the truck traffic that flows in and out of Montana uses
the interstate and primary systems in the state.

Senator Towe asked Ms. Wortman-Obie if their members feel a
responsibility for paying something towards the city streets and
county roads. Ms. Wortman-Obie said the AAA Montana members do
pay in a number of ways, and the AAA Montana’s opposition to SB
376 is somewhat conflicted, and it is based solely on a desire to
maintain a purity of the highway funding system and keep gas tax
increases at a minimum.

Senator Brown asked about local option gas taxes. Alec
Hansen said there is. a local option gas tax in some areas, but
that law does not work very well, mostly because of confusion in
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collection of the tax. Senator Van Valkenburg said Missoula
County recently adopted a requirement that gas in a certain area
be oxygenated, which raised the price of the gas. People now
drive to gas stations just beyond the designated area and avoid
the stations within the designated area. Senator Van Valkenburg
said that is one reason the local option tax doesn’t work.

Senator Halligan asked Senator Harp if he recognized the
inequity of local governments being kept at the 1983 tax-freeze
level, and there is no way for them to provide services and new
demands. Senator Harp said if SB 257 is passed, the S0S program
will get $15 million per year, which is $75 million over five
years, and they will be well taken care of. As far as cities are
concerned, he feels an additional 1-cent tax would be too much.

Senator Towe asked how much the state receives in Federal
dollars. Bill Salisbury said for FY ‘93, the state will receive
$136 million in ISTEA funds, plus discretionary amounts, public
land money, and some demonstration projects, for a total of $155
million.

Senator Towe commented that, using state monies only, a
little over 91% goes for everything but the city streets and
county roads, and 9.2% goes to city streets and county roads.
Very little money is going from our gasoline tax into the city
streets and county roads, and Senator Towe suggested that is
definitely out of proportion, considering that many people living
within the larger cities in the state primarily travel only on
city streets.

Closing by Sponsor:

Senator Eck said allocating gas tax money to city streets
and county roads is not considered a diversion; it is an
appropriate use of gas tax money. Senator Eck said the
legislature needs to look at the various problems of cities and
towns in trying to match ISTEA monies available.

ADJOURNMENT

Adjournment: The meeting was adjourned at 9:45 ja.m.

s Uy~

MI

"/ BONNIE STARK, Secretary

MH/bjs
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DATE 2 -/7-93

NAME PRESENT ABSENT EXCUSED
Sen. Halligan, Chair ~
Sen. Eck, Vice Chair v
Sen. Brown V/
Sen. Doherty D//
Sen. Gage v
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Sen. Harp v
Sen. Stang 4
Sen. Towe v
Sen. Van Valkenburg v
Sen. Yellowtail v
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Attach to each day’s minutes
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SENATE TAXATION
EXHIBIT NO Y

e A =/ 773
o no_ o B AT 7
Good Morning, Mr. Chairman and members of the

committee

My name is Carl Schweitzer and | aﬂ;\ here
representing the Montana Contractors' Association.

The Montana Contractors' Association represents
over 80 contractors and approximately 180
associates statewide who employ thousands of
Montanians.  Several of our members construct
Montana's roads and bridges.

The department and the other proponents have
demonstrated the need to invest in Montana's roads
and bridges. As Sen Baucus stated when he visited
the legislature "We run the risk of losing billions of
dollars in infrastructure investments if we fail to
invest in these facilities now".

What | want to focus your attention on is the
economic and job significance of Montana's highway
construction program. There are several
significant economic components to the Montana
highway program.



A. JOBS: According to the U.S. Department of
Commerce for each $1.0 million expended on
construction 37.9 new jobs are created. For |
example, a $20 million new construction project 47
would create 758 Montana jobs in construction, Jf;ﬁfz
suppliers, and seﬂjce'industries. Assuming that !
Montana has a $260 million highway construction
program (state and federal) there are 7 jobs
related to the Montana highway construction
program. |

If the rumors from Washington and Sen Baucus's
staff are true -- the additional $30 million of
federal funds (FHWA HAS CONFIRMED THAT
MONTANA WILL RECEIVE $28.6 MILLION OF FEDERAL
FUNDS) with the state match of $4 million could add
1,289 jobs to Montana's economy. And we are
talking about good paying jobs. According to the
Montana Department of Labor the average hourly
construction salary in Montana was $15. 68 in Oct
1992. These are jobs which give Montanians more
than an adequate income and provide a sense of
accomplishment. |

Assuming that some of the jobs created would go to
individuals who previously were receiving an
unemployment check or were on general assistance
or other welfare program, would cause a reduction
in social services expenses.



People who were users of government service
become contributors to the system

According to the SRS -- GA payments average
$210.41/month and approximately 2/3 of the
receipents are male. With approximately 50% of
the males in the 21 to 55 age. By creating good
paying construction jobs the men and women on GA
can become independent and-itaxpayers. 7 He Seeeed Souds
T | |
B. MONEY IN LOCAL COMMUNITIES: Also according
to the National AGC for each $1 of construction in
Montana $1.9131 in economic activity in both
industries and services is generated. For example,
a $20 million construction project would result in
$38.3 million increase in the state economy.
Because the highway program is in every corner of
the state this economic stimulus is felt statewide
-- providing economic opportunities to an areas
restaurants, hotels, shoe stores, malls schools, etc.

C. AVERAGE CITIZEN The highway program also
puts $$ in every Montana pocket. Ageain according
to TRIP (Road Information Program) a Montanian can
expect to pay $126 per year in additional auto
expenses because they drive over rough road.
Additional costs for front end alignments, tires,
gasoline, and general car depreciation. If the
average Montanian drove 20,000 miles per year and
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got 25 miles to the gallon, the increased in gas
costs would only be $20/ year (assuming a 2.6 cent
increases in the FY94). For FY94 some Montanians
could be saving up to $100 because they are driving
on improved roads and bridges.

In summary, the SB 257 will provide jobs for
Montanians, protect and enhance Montana roads and
bridges, create economic stimulus is all areas of
Montana, and reduce Montanians auto operating -
expenses. Please act favorably on SB 257. THANK
YOU.
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Statement Of Montana Motor Carriers Association gy No__ S B A5 7
To The Senate Committee On Taxation
On SB 257 - Motor Fuel Tax Increase

Mr. Chairman and members of the Committee. For the record, my name is Ben
Havdahl representing the Montana Motor Carriers Association. MMCA has
some 450 motor carrier members who will be impacted by the enactment of a
four cent and three cent increase in fuel taxes in SB 257.

MMCA is not opposed to the four cent per gallon diesel fuel tax increase as
proposed in SB 257 but we do oppose the subsequent three cent per gallon
increase on diesel under the bill. Although its easy to express these amounts
in "pennies," the bill will increase highway user taxes by $35 million per year.

Montana Motor Carriers Association's policy is to support the needed funding
for the necessary construction and maintenance of the the major primary
system and the Interstate system.

At the same time MMCA strongly opposes the diversion of fuel taxes and GVW
fees for non- highway construction use. MMCA also is opposed, under the
Reconstruction Trust Fund, to the use of increased diesel fuel taxes, assessed
on truckers to rebuild the major primary highway routes, now to be proposed
for use on county secondary, farm to market roads.

The higway funding position of the motor carrier industry is to support the
maximizing of available federal aid moneys, including the full funds available
under ISTEA. We support an effective maintenance program. We support the
funding the Reconstruction Trust Fund at the current level of $20 million for
fiscal years 1994 and 1995.

We feel funding of the RTF beyond that time, needs to be reassessed by the
1995 Legislature, particularly as it applies to major fuel tax increases beyond
1995 to be used for county secondary and farm to market roads.

We have reviewed the Executive Budget for the DOT as analyzed by the
Legislative Fiscal Analyst as well as the DOT report to the 1993 Legislature.

We agree that a proposed motor fuel tax increase appears to be necessary to
sustain the current level of highway funding and to match new federal funds
under ISTEA.

MMCA would not be adverse to a diesel fuel tax increase of 4 cents per gallon
for highway construction and maintenance for fiscal years 94 and 95.

MMCA would strongly oppose the proposal in the executive budget for
diversion of highway taxes to fund the Motor Vehicle Division in the
Department of Justice. This is a switch from the general fund and would cost
highway construction $7.1 million per year. We also oppose the funding of
the state park roads at a cost of $1.25 million per year.



Therefore, as we see it, for the 1995 biennium, the proposed increase in the
State's motor fuel tax on gasoline and diesel fuel to be considered by the
Legislature, should be $0.04 cents per gallon, the initial amount proposed in
SB 257.

The $20 million annual funding for the RTF, including $15 million per year to
rebuild secondary roads, represents a major change in policy and in our
opinion, should be carefully reviewed by the Legislature for funding beyond the
1995 biennium. MMCA's concern is, can we afford the increased taxes
proposed for this program?

When the RTF was established in 1983, it was designed to provide 100% state
highway user taxes and coal tax revenue to fund the rebuilding of the primary
system in the State. These are routes, in addition to the Interstate, that are
extensively traveled by all motorists including the trucking industry. MMCA
supported the funding program.

It would appear to us that the new National Highway System, to be
implemented in Montana, consisting of the Interstate and some 1,700 miles of
major primaries, can be adequately funded by ISTEA on a matching basis.

As a result it appears that the RTF, as originally established, would be relieved

of much of its 100% State funding burden for rebuilding major primary routes
in the State.

The MT DOT and counties' proposal for a "new" RTF program, at a level of $15
million per year, will be expensive for highway users costing over the next five
years, an estimated $75,000,000. The SOS funding at $15 million per year, is
equivalent to a $0.03 tax on both gasoline and diesel fuel.

Over-the-road, for hire truckers, do not use farm-to-market roads and yet
under the SOS plan, truckers will be required to pay over $18 million into the
program. MMCA opposes a diesel fuel tax increase for the expenditure for this
program. '

If additional fuel taxes are needed and if this Legislature approves the RTF,

consideration should be given to raising gasoline taxes only for that program.

Increasing only gasoline taxes is one recommendation of the Montana Highway
Cost Responsibility Study by MSU. This was one suggestion made to achieve
more equity among users and would be consistent with the findings of that
study.

The study concluded that "basic vehicles”, auto and pick-up, are underpaying
with a ratio of .96, intermediate and heavy vehicles are overpaying with ratios
of 1.11 and 1.07 respectively. The basic vehicle primarily consumes gasoline.
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Also a differential can be justlﬁed by the fact that the current federal diesel
fuel tax is 20¢ per gallon, six cents higher per gallon higher than gasoline
taxed at 14¢ per gallon.

Although, MMCA is not adverse to a 4 cent per gallon diesel fuel tax increase,
we are mindful of the negative economic impact it will have on all motor
carriers operating in Montana.

A one cent increase in diesel fuel translates to a $200 annual cost to a Montana
motor carrier operating a typical five axle combination. A four cent increase
costs $800 or more per year.

The position of MMCA is further based on the negative economic impact the
motor carrier industry is suffering and presumably will continue to suffer as a
result of escalating workers compensation costs.

The Legislature also enacted, last year, a one year 7% surtax on fuel and GVW
fees. -

It would also appear that this Legislature will enact a three quarter cent diesel
fuel tax for fuel tank clean up insurance. Its a laudable program, but will add
some $900,000 per year to the bottom line costs of truckers.

MMCA is aware of the economic benefits to the construction industry in the
State from the highway funding. It creates many jobs, however we would hope
that these jobs are not being created by a Legislative policy decision favoring
the construction industry jobs at the expense of jobs in the trucking industry.

Our Association recently completed a comprehensive study of 286 regulated
intrastate motor carriers from reports filed with the Public Service
Commission for 1991.

The compilation reflects total revenue and total expenses incurred for the year
and the compilation's bottom line reflected an operating ratio for the 286
carriers of 98.31% or a net profit of 1.69%.

When increased workers compensation premium costs and the 7% fuel tax
and GVW fee surtax passed in 1992 is added into the costs for these carriers,
the bottom line operating ratio increases to 99.68% or_a net profit of 0.32%.

The picture is the same for all commodity motor carriers including cement,
fertilizer, general commodities, household goods, livestock, lumber, oil field
products, special commodities and petroleum.

If the economic picture is bleak for regulated intrastate motor carriers, it can
easily be concluded that the same or an even worse situation exists for all
other unregulated motor carriers operating in Montana.



State workers compensation premiums continue to skyrocket. On Jan. 1. The
new book rate for truckmen, 7219 reached $26.26 for each $100 of wages.
That rate has been increased 100% since 1990 when it was $13.03 per $100
of wages.

House Bill 604, if adopted, will mandate three 25% rate increases in workers
compensation premiums in July of this year, and in January and July of next
year. Truckers will be paying $51.29 per $100 of wages. That's more than
50%.

At that level, few trucking companies can remain in business in Montana. I
would point out that work comp rates in Wyoming are 9% and diesel fuel
taxes there are 9¢ per gallon.

That state continues to make their bids to attract Montana truckers. I know

that Montana truckers want to stay in Montana, but at the rate things are
going for many of them, they may not have a choice.

(Addendum)
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ADDENDUM TO MMCA STATEMENT ON SB 257 3‘1 5‘5—&5 7 .

For the information of the committee, I have included in an addendum to
this statement some information on how the current and proposed state and
federal taxes affect a typical trucker's five axle semi combination.

Estimated yearly taxes paid by a typical 80,000 pound five axle tractor semi
trailer combination with the tractor valued at $80,000 and semi trailer valued
at $25,000 and with estimated fuel consumption of 5 miles per gallon of fuel
traveling 100,000 miles in the State is as follows:

Tax Description Tax Cost
MT GVW Tax $ 991.00
MT Diesel Fuel (.20) 4,000.00
MT 7% Surtax 350.00
MT Property 800.00
Total State Annual------- ——---- emmmmeo e $6,141.00
Proposed SB 257 - $ 1.400.00 (24% increase)
Total with SB 257----- e e e e $7,541.00
Fed Truck Tax $ 550.00 |
Fed Misc Excise 1,414.00
Fed Diesel Tax(.20) 4,000.00
Total Fed Annual------------------- ---- —memmmme————-$ 5.964.00
Total W SB 257 --~-==-= - $13,505.00
(Cost $.135 per mi.) /

00
Proposed Fed. Energy Tax (&5 per gallon fuel)---------—------ $1.500.00
Total State and Proposed Fed.---~---=-=cmemoommmmommmrom e $15,505.00

(Cost $.155 per mi.)
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MONTANA STATE HIGHWAY SYSTEM

Prepared by

Jerry Stephens
Department of Civil and Agricultural Engineering
Montana State University
Bozeman, Montana

Prepared for
STATE OF MONTANA
DEPARTMENT OF HIGHWAYS
RESEARCH PROGRAM
in cooperation with the
U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL HIGHWAY ADMINISTRATION

December 1992

The original is stored at the Historical Society at 225 North Roberts Street,
Helena, MT 59620-1201. The phone number is 444-2694.
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"Us. Depurtmem of
J 'Transportoﬂon ' cmcc of the Assistant Secretary for Pubic Aftalrs
Wasnmgton‘ D.C. 20580
ED POR RELEASE M. DOT 15-93
Wednesdsy, February 17, 1993 : ’ Contact: Jennifer Wotason

Tel.: (202) 366-4570
Contact: Bill Mosley
Tel.: (202) 366-5571

. PERA OUTLINES PLAR FOR
. ECONOMIC STIMULUS THROUCH
- - TRANSPORTATION IMPROVEMENTS

Secretary of Transportation Federico Pefia today outlined a plan

for an' additionsl and immediate §$4.16 Dbillion dn transportsticn

infrsetructure improvements as pait of .?recident Clinton's commitment to

stimalate the economy in the short term while fnvesting in the nation's

futyre.

The transportation proposals, representing 25 percent of new:
investuwent spending in the president’s govermment-wide ecenomic program,
will support an utimaend 70,000 jobs in ﬂ.unl years 1993 and 1994,

Pofia said.

Pefia alsc outlined propased transportation investments for fiscel
years 1994 through 1997, which will support an estimsted 186,910 jobs.

"Transportation. is » inndmmtul'par: of the president’s bold,
comprehensive plan for creating jobs, raising incomes, reducing the
defieit and investing in our nation’s future,” Pefia said. "This program
provides a balanced .approach batwsen -getting the economy going right
sway and uking long-ternm u:cps t:o kup the econcmy strong for yeu.-c to

cona,”

Pefia said that the department wiil fulfill 4its committment to
reduce govermment sepending by cutting civilian employment by 2,800
positions by £iscal 1995 and ndain:ht:nci.ﬂ expenses by 14 percent by

fiscal 1997. .

The secretary said the adwinistration will propose that Congrass
mske &vailable additicnal aid. for dmprovements 4n highweys, ®mass
transit, airports and Amtrak. He said the plan will provide funding for
projects that are ready to be undertsken now. For this reason, the
ineressed funding will be availsble only through September, when the
current £iscal year onds. As a further incentive to encourage state and
local governments to use these funds quickly, the departwent will
redigtribute unused highway and transit funds ‘during f.he sumpar to those

who ean vut them to work mdiately.

Petw



¥ . I r r .
abesoeq m:.:E:m eyop & Emﬁ«&% -

uonig 0c$

- (V6-€661 Ad)
a31H0ddNs sgor
-+ 000°02 |
uolus 881 - NVHIWV
| voljpw g6z SLHOJHIV
| vonmw 05z - LISNVHL |
uoing 6C SAYMHOIH

uoljjiq ww.vw "EmEﬂmm_Z._— ....o:mtomw:m.# ..

meSBE m:._:s__._.m o_sozoom

.VBB'BSUd

€661 *£1 933 TTw'd 6 T1IND GI050VEH3



FEB 18 '9'3 Il.:83 FROM AGC oF AMERICA

PAGE . Q@8
EMBARGO'E’D UNTIL 9 p.m., Feb., 17, 1993
U.S. DEPARTEENT OF mxspommn EF$-31 )
FEDERLL BIGEAY ADKINISTRATION 02/17/93
CURRERT 7Y 1993 OBLIGATION LINITAYTON INCREASED BY. §2, 9vsﬂzgoﬁgo>
] . L DICREISED C )
* JORNULA LINITATION : OTAL EXHIBIT - .'zw——w-—-
STATE PLOS DISCRETIONARY- TATION  LIEITATION - oATE._J-19: G3
-ALARNA 224,069,313 4T84, 601 27,223,714 .
SKA Bt Soonen oo f%
ARKANSAS MUL07,08 29,616,981 170,784,389
, cm%m : 1,237,599, % zgg,m,zzs 1,498,087,685
LD, "190,775, 723 ,153, 230,938,795
CONNECTICT? 297,526,421 50,125,377
DELAKAEE 57,893,755 u,xss,tss 1o 063,210
DIST, OF COL. 3i6870211 . 16,530,283 95,224 6
YLORIDA 430,490,621 101,154,774  581,645,3
CPORGIA I5045,182 73,939,851, 453,985,093
Tato. Gihee (pmplE Bh AN
TLLINOIS - 52304520461 101230140  §33,57m600
TEDIANA 779,959,053 53,987,068  333,9(6,121 -
ToWA 175'611,931  36,%09i206 212,501,13
FARSAS .. 160,254, eai 4 103,935 312
1O0ISTANA 13,999,417 45,003,3%
B SR G 2ha
XASSACHUSEITS 379 166 033 184,783,747 1, 063 9‘9 180
XICRICAN 154/067'293 75,412,901 433,480,194
NIKNESOTA )312,374 58,569,005 335,881,380
O - 136,200,200 28,625,771 164,826,051
) 203,767 105 069,436
T RNpsErs %93%‘{ 5 ﬁ'z‘ 137066 32,231/327
. ¥ JERSEY HOEST 419, 6,320,262 496,925, 41
¥E# ¥EXIC0 m,m 590 3185495 179,566,089
¥EW YORK TIIS8IE 160,571,009 941,369,763
KORTE CAROLINA 324/853893  T63,I51i291 393,205,184
KORTE DAKCTA' 'X/3T00 W,340/57¢ 105,569,275
o fdhEm Ema ma
X 1685411830 35,436,156 %ggiszo:o:
TANTA 580,483,136 122,116,499 702,599,635
mIln,  E Emk ;o
SOUTE DAROTA 931656,275 19)687,14L  133;353)416
te m,m 51 57,105,103 m,m,ss«
131 1006 10103220202 1,062,
T 1 1253, 2,12,
VERMOXT sz,osl,m . Bisle i
TRGINIA 264,384,320 55,654,307 320,039,127
w:sco% 205,120,080 1'513'063 2964
ROXING - 94,280,356 . - 19,108,847 m,gso,z(
POERIO RICO §7,612,712 14,215,413 1,19
SOBTOTAL 13,880,026,936 . 2,920,903,685 16,800,830,621
ADNINISTRATION m,osz.ooo 0 423,092,000
mfms%ms 433,000,000 0 31,000,000
104(a) SETASIDE 283,795,732 0 213,795,732
- RESEIVED POR DISCR. 301,835,332 - 55,446,315 357,2:1.647
B V1 15,326, 750,000, 2'975,250,000 14,303,000,000

2.Y. 1993 OBLIGATION LINITASTON IS DISTRTEUYED BASED OF APRO
ALIOCATIONS X WMCE WITH POBLIC LAV 102-388. ¥HL !’UBS 182

DISTRISONED BENERS WIE ibROPTIORNDITS S 00 P.L. 102-34.
ITION POR DISCREFTONARY FUNDS SOCH LS. LFETRST. OKASY,
RTCrOPTTOWIRY ARE DISTRIBOTED BASED OF FOKDS Al

D % v ST
—aae A A AG A8 TRAY A0 ﬂ!'!)D!

=%
BE




Commissioners

Kay McKenna, Mayor
Margaret Crennen
Tom Huddleston
Colleen McCarthy
Mike Murray

William J. Verwolf
City Manager

City of Helena

SENATE BILL #376

City-County
Administration Building
316 North Park

Helena, MT 59623

Phone: 406/447-8000

SENATE TAXATION
EXHIBIT No___

patE__ S~/ 7- 7.3
BULN_ S /8 3o/

TESTIMONY

MR. CHAIRMAN AND MEMBERS OF THE SENATE TAXATION COMMITTEE. MY NAME
IS RICHARD A. NISBET, DIRECTOR OF PUBIC WORKS WITH THE CITY OF
HELENA, MONTANA. I AM REPRESENTING THE HELENA CITY COMMISSION.

THE CITY OF HELENA WOULD LIKE TO GO ON RECORD IN FAVOR OF SENATE
BILL #376.

THIS LEGISLATION WOULD INCREASE OUR AVAILABLE GAS TAX FUNDS BY
APPROXIMATELY $140,700 A YEAR. CURRENTLY, WE RECEIVE ABOUT
$426,300

THE CITY OF HELENA TRADITIONALLY USES ABOUT 28 PERCENT OF ITS GAS
TAX FOR ANNUAL CHIP SEAL PROJECTS, TWC PERCENT GOES TO
MISCELLANEOUS MAINTENANCE PROJECTS AND THE 70 PERCENT BALANCE
TRADITIONALLY IS USED FOR STREET RECONSTRUCTION. THIS INCREASE
WOULD BE WELL USED AS THERE ARE MANY MORE PROJECTS ON OUR PRIOCRITY
LIST THAN FUNDS ALLOW.

WE URGE YOUR SUPPORT OF SENATE BILL #376.

THANK YOU.



FINANCE AND DEBT MANAGEMENT
BUDGET AND ANALYSIS
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February 19, 1993
SENATE TAXATION

EXHIBIT NO

DATE____ 2L -/9-73

BIL NO__S B 374

The Honorabie Dorothy Eck Members of Senate Taxation Committee
Montana State Senate Montana State Senate

Capitol Station Capitol Station

Helena, MT 59620 Heliena, MT 5%620

Dear Senator Eck and Members of Senate Taxation Committee

This letter is written in support of SB376, sponsored by Senator Eck, which
wouid provide «cities, towns, and counties with the first increase of their
state gasoline tax ailocation since 1983. Alec Hansen of the Montana League
of Gities and Towns will be able to describe the erosion of the purchasing
power of this allocation since 1983, but it is aliso important to realize that,
with the new federal ISTEA highway funds, new local matching funds must be
generated for cities, towns, and counties to receive pari of the funds.

der the ISTEA program, the so called ¥enhancement funds™ currently require a

3% local matching contribution. The City of Missoula stands to receive
pproximately $238,000 per vear if it can provide the new maitching funds. The
enhancement” funds can be used for a wide variety of transportation related
projects which will improve cities and heip spur the local economy. The
tephancement?® funds are among the most flexible federal highway funds that we
have ever had a chance to receive. Whiie I have no doubt that Missoula wiil
raise the necessary matching funds, other cities and towns may have trouble
raising their 13% match and then the funds will revert back to the state ox
federal government for reallocation.

Un
i
a

"

Another important aspect to remember about the local government allocation of
the state gas tax is that it has to go directly into sireet and road projects,
not equipment. These types of projects are an important engine for local
economic development and growth. The linkage of transportation improvements
to the economy is one of the most direci public-private benefits that exists.

The City of #Missoula encourages you to provide local governments with an
increase in their direct allocation via SB376 or in any state gas tax increase
bill that you send forward. Our allocation has degenerated over the past
decade because of inflation and a restoration of the local funding level would

helilp spur Montana's economy.

Sincerely,

//u,/é féxbw R

Chuck Steuarn
Finance Orriceri(i‘y Clerk
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