
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
53rd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON TAXATION 

Call to Order: By CHAIRMAN BOB GILBERT, on April 6, 1993, at 
9:00 a.m. 

ROLL CALL 

Members Present: 
Rep. Bob Gilbert, Chairman (R) 
Rep. Mike Foster, Vice Chairman (R) 
Rep. Dan Harrington, Minority Vice Chairman (D) 
Rep. Shiell Anderson (R) 
Rep. John Bohlinger (R) 
Rep. Ed Dolezal (D) 
Rep. Jerry Driscoll (D) 
Rep. Jim Elliott (D) 
Rep. Gary Feland (R) 
Rep. Marian Hanson (R) 
Rep. Hal Harper (D) 
Rep. Chase Hibbard (R) 
Rep. Vern Keller (R) 
Rep. Ed McCaffree (D) 
Rep. Bea McCarthy (D) 
Rep. Tom Nelson (R) 
Rep. Scott Orr (R) 
Rep. Bob Raney (D) 
Rep. Bob Ream (D) 
Rep. Rolph Tunby (R) 

Members Excused: Rep. Feland 

Members Absent: None 

Staff Present: Lee Heiman, Legislative Council 
Jill Rohyans, Committee Secretary 
Claudia Johnson, Transcriber 

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

Committee Business Summary: 
Hearing: SB 257, SB 359, SB 374 

Executive Action:' None 
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SEN. JOHN HARP, HD 4, Kalispell, said HB 257 increases the fuel 
tax 4 cents in 1994 and 3 cents in 1995. The Reconstruction 
Trust Fund (RTF) was created in 1983. HB 257 will use the trust 
fund to build primary and major secondary roads in Montana. The 
gas tax increase will be used as matching money for over $1 
billion in federal highway funds. He said it is anticipated over 
1500 new construction jobs will be added to the current 8000 in 
the next four years due to the influx of federal highway 
construction monies. He said SB 257 is an investment in 
Montana's future and public safety. The Senate passed an 
amendment that would allocate $2.7 million to local governments 
for road maintenance which they have not received.since 1983. 

Proponents' Testimony: 

Marvin Dye, Director of the Montana Department of Transportation 
(DOT), presented his testimony in support of SB 257 EXHIBIT 1. 

Tom Barnard, Administrator of the Highway Division, DOT, 
presented testimony in support of SB 257 detailing roaqprojects 
and costs EXHIBIT 2. 

Carlo Cieri, County Commissioner in Park County, said roads have 
been the biggest problem in Park County in the last 10 years. 
Counties inherited the old federal highways that were turned into 
secondary highways, and now the counties have to maintain those 
roads without funds from the federal programs. His county has 
always put the gas tax back into the secondary roads. He said 
the counties are in a bind because cars now use less gas and, 
therefore, pay less tax. But the wear and tear on the roads is 
the same if not increasing. 

Alan Hobbs, Marketing Manager, Montana Refining Company, Great 
Falls, said they buy crude oil from producers in Cut Bank, 
Shelby, and Conrad. The refining company supports SB 257 because 
Montana crude oil is 18% asphalt. Every 100 barrels of asphalt 
brought into the refinery to make gas and diesel fuel produces 18 
barrels of asphalt. Montana needs a market for asphalt, and if 
it cannot be marketed in Montana it is discounted when shipped 
out-of-state. 

Alec Hansen, Montana League of Cities and Towns, thanked SEN. 
HARP for the amendment allocating money to the cities and towns 
for road improvements. He hoped the House would concur with the 
Senate and pass SB 257. 

Larry Gallagher, City of Kalispell, also thanked SEN. HARP and 
urged the Committee to support SB 257. 
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Carl Schweitzer, Montana Contractors Association, presented 
written testimony in support of SB 257. EXHIBIT 3 

Bill Salisbury, representing the Montana Department of 
Transportation, presented spread sheets on use of the 
Reconstruction Trust monies EXHIBIT 4. 

Lynn Moen, Administrative officer for the city of Helena, said 
Helena's allocation will increase from $426,000 to $855,000 under 
the provisions of SB 257. She urged the committee to pass the 
bill. 

Tom Schneider, Montana Public Employees Association, said the 
Association supports SB 257. 

Glenna Wortman-Obie, Public Relations and Safety Manager, AAA 
Montana , said that AAA Montana monitors and reports the price of 
gasoline on a periodic basis. Montana ranks ninth in the nation 
for highway fatalities per miles traveled. Montana ranks at 37% 
in comparison to other states with a death rate of 10% due to 
roll-overs because of degraded and narrow shoulders on secondary 
roads. She urged the Committee to support SB 257. 

S~eveTurkiewicz, Montana Highway Users Federation, said that 
Montana's economic well-being is now and for the fores~eable 
future dependent on a continued investment on Montana's highways. 
He urged the Committee's support of SB 257. 

Jim Tutwiler, Montana Chamber of Commerce, said the positive 
economic impact of SB 257 is critical to the cities and towns of 
Montana. He urged support of SB 257. 

Opponents' Testimony: 

Ben Havdahl, Montana Motor Carriers Association (MMCA), said MMCA 
members will be impacted by the enactment of the seven cent in 
diesel fuel tax increase in SB 257. MMCA is not opposed to the 
four cent diesel fuel tax increase in the bill, but it does 
oppose the subsequent three cent per gallon diesel fuel tax 
increase. Mr. Havdahl distributed written testimony and proposed 
amendments. EXHIBITS 5 & 6 

Bob Stephens, Montana Grain Growers Association, said the 
Association supports the amendments presented by Mr. Havdahl. 
He urged to Committee to adopt the amendments if they pass the 
bill. 

Questions From Committee Members and Responses: 

REP. ELLIOTT asked if both gas tax increases, effective July 1, 
could be changed to June 1 to take advantage of tourist travel. 

930406TA.HM1 



HOUSE TAXATION COMMITTEE 
April 6, 1993 

Page 4 of 8 

SEN. HARP said a 60 day notice has to be given to the other 
states, but he would agree to the June 1 effective date. 

REP. McCAFFREE asked if SEN. HARP could assure him that the gas 
tax increase would not go the general fund. 

SEN. HARP said the Legislature can designate the distribution, 
but there are no guarantees in this business. He noted there is 
a constitutional 60% diversion of a percentage of the fuel tax to 
the general fund purposes. 

Closing by Sponsor: 

SEN. HARP closed stating he opposed an amendment moving the 
effective date from July 1 to June 1 because Montana would not 
have time to give the surrounding states the required 60 day 
notice. He expressed his appreciation for the RTF program which 
was used for road construction between Libby and Troy, and was 
the largest construction project in Montana. He said it would 
not have occurred without with RTF program. He urged the 
Committee to support SB 257. 

HEARING ON SB 359 

Opening Statement by Sponsor: 

SEN. MIKE HALLIGAN, SD 29, Missoula, said SEN. NATHE and REP. 
NELSON joined him in drafting SB 359. They toured eastern 
Montana extensively with Dorothy Bradley during her campaign for 
Governor. He said SB 359 is intended to use a ~ cent from the 
gasoline tax to improve short line railroads. Access to markets 
for Montana products is threatened every year because of the 
monopoly of one railroad. SEN. NATHE'S original intent was to 
use ~ cent from the gasoline license tax to create a special 
revenue fund for the continued operation of the short line 
railroads that may be abandoned by the Burlington Northern. 
Products are transferred from the rail lines to the roads in 
remote areas of Montana and devastate the highways. Montana 
needs to ensure it keeps a strong railroad service in the state. 
The gas tax does not go to rural communities, except through the 
RTF. He said the Senate Taxation Committee amended SB 259 and 
took out every reference to gas tax and diesel tax to make sure 
the existing earmarked account is available for railroads. It is 
a federal assistance program which makes money available, but 
doesn't keep money in the account. He said SB 359 urges DOT to 
not only look at the highways, but all the interaction between 
intermodal transportation and short line rail services. He said 
SB 359 has no fiscal impact. It creates a policy that ensures 
Montana will be equally responsive to all transportation systems. 
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REP. LINDA NELSON, HD 19, Medicine Lake, said SB 359 is a 
companion bill to HB 541, which is the rail authority bill and is 
in the Governor's office waiting to be signed. She said later on 
there will be some loans and grants that will be available for 
these branch lines which are very important to Montana. She 
urged the Committee to pass SB 359. 

Bob Stephens, Montana Grain Growers Association, said the 
Association supports SB 359. 

Opponents' Testimony: None 

Questions From Committee Members and Responses: None 

Closing by Sponsor: 

SEN. HALLIGAN closed urging the Committee to pass SB 359. 

HEARING ON SB 374 

Opening Statement by Sponsor: 

SEN. EVE FRANKLIN, Senate District 17, Great Falls, said SB 374 
is a project for potential economic development not only for 
Great Falls, but the state of Montana. The 1985 Montana 
Legislature established a policy that designed a tax incentive 
program for the production of ethanol gas. The concept agreed to 
by the 1985 legislature to develop a reservation of incentives 
based on a total of $6 million that would be made available 
annually to plants that produced ethanol and each plant would 
receive a tax credit and could apply for the $1.5 million. She 
said initially that the balance of the $6 million was to be 
distributed between the ethanol plants that are established in 
Montana, but the Senate decided they wanted better control over 
the process of distributing the funds and placed a cap on the 
distribution at $3 million per plant and set a termination date 
of 1997 on the increased amount. SEN. FRANKLIN said the entire 
project will end in the year 2001, but the funds are still 
available to any entrepreneur starting a business in Montanan. 
She urged support of SB 374 for the economy of Montana and to 
give the grain growers in the state an increased market for their 
products. 
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Dave McClure, President of Montana Farm Bureau, said the Bureau 
supports SB 374 because it encourages the use of ethanol which is 
a renewable energy source. It is the alternative fuel used for 
some of the projects and is a value added commodity for the state 
of Montana. 

George Paul, Executive Director of Montana Farmer's Union, urged 
the Committee to support SB 374. The state of Montana will 
benefit from this legislation. 

Gary Hebener, President of American Ethanol Corporation, said the 
corporation will purchase grain products to make a motor fuel 
additive to help clean the air in the nation's polluted cities. 
The Corporation also produces animal feed and a vital baking 
additive for the food industry. He urged the Co~ittee to 
support SB 374 based on economic development for Montana. The 
Corporation will purchase 12 million bushels of grain each year, 
employ over 130 people in permanent positions, and create over 
500 construction jobs in the two year period it will take to 
build the $100 million facility. The Corporation will pay taxes 
in excess of $5 million per year, not including state income 
taxes. He said currently there are 21 states that off~r various 
types of incentives either for the production or consumption of 
ethanol. The federal government provides a search and price 
incentive for the ethanol industry throughout the nation. The 
industry production has grown from 100 million gallons in 1978 to 
over one billion gallons which is produced today. The American 
Ethanol Company will be buying eight percent of Montana's grain 
crop annually. He said over 90 percent of Montana's grain is 
exported to be processed and consumed elsewhere. 

Brad Newcomb, Harvest States Co-ops, said the Co-ops are producer 
owned and operated. He said they are member producers with 
markets for grains and grain products. Any effective action 
taken that enhances and strengthens the economic base of Montana 
agricultural producers has the support of the Co-ops. SB 374 
will help enhance the demand for Montana grain products and will 
encourage any existing or potential ethanol plant to expand 
operations or locate production facilities in Montana. He urged 
support for SB 374. 

Tim Babcock, Representing American Ethanol and former Governor of 
Montana, said Montana needs a clean industry that provides jobs 
and expands the Montana tax base. He urged the Committee to 
support SB 374. 

Opponents' Testimony: 

Pam Langley, Montana Grain Elevators Association, 
presented written testimony in opposition to the bill. EXHIBIT 7 
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Questions From Committee Members and Responses: 

REP. BOHLINGER asked Gary Hebener how much his company would pay 
for 12 million bushels of grain. Mr. Hebener said American 
Ethanol would be paying $30 - $35 million per year. After it is 
processed into the ethanol and other products, the grain has a 
resale value of $80 million. 

REP. HIBBARD asked Pam Langley about her concerns regarding 
private sector jobs. Ms. Langley said the grain elevator 
operators are afraid the grain will be shipped directly to the 
ethanol plant and bypass the grain elevators. 

REP. RANEY expressed concern about the several ethanol projects 
that have failed or are in trouble in the state. He wondered if 
it was wise to double the investment in one'more company. 

Mr. Hebener said the only ethanol plants in the nation that have 
survived have produced 10 million gallons or more per year and 
have been able to achieve a unit cost that makes them 
economically viable. The energy and natural gas costs in the 
Great Falls area are more favorable compared to other areas in 
Montana. 

REP. TOM NELSON asked Mr. Hebener if his company will buy open 
contracts from Montana grain producers. 

Mr. Hebener said American Ethanol will buy from the open market 
anywhere in Montana. 

REP. FELAND asked if the bill is limited to ethanol or can the 
exemption be used for development of other related products. 

Mr. Hebener said the exemption applies only to ethanol blended as 
a motor fuel. The company can receive the credit only if they 
use Montana agricultural products, unless the products are 
unavailable in Montana. 

CHAIRMAN GILBERT asked where American will market the ethanol. 

Mr. Hebener said it will marketed first in Missoula, which is an 
EPA listed carbon monoxide non-attainment city. He hopes to open 
markets in Spokane, Seattle, and Portland once the Missoula 
market is established. 

CHAIRMAN GILBERT asked about federal incentives. 

Mr. Hebener said the federal excise tax credit is 5.4 cents per 
gallon. 
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REP. FRANKLIN closed. She asked the Committee to consider the 
public policy aspect of SB 374, ~nd urged passage of the bill. 

ADJOURNMENT 
Adjournment: 11:30 a.m. 

~'~Mce-~ BOB G BERT, Chairman 

The minutes were written by Claudia Johnson and proofed for 
content by Jill Rohyans. 

BG/jdr/cj 
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Comments for 

House Taxation Committee 
Tuesday, April 6, 1993 

EXHlBIS-,-.... /=--~_ 
DATE.. ~-~- 9,.z 
S8 s::2."f[ 1 

Mr. Chairman and members of the Committee ... I'm Marv Dye, 

Director of the Montana Department of Transportation. I am here 

today·both on behalf of the Department and on behalf of Governor 

'Racicot to support Senate Bill 257. 

Due to the strong support being expressed for continuing' . 

highway improvements, I encourage you to pass this legislation. 

Montana has a record of progress in transportation we can be 

proud of. Improvements on our highways over the past decade have 

been substantial. And much of the improvement is the result of a 

decision in 1981 to cover the gap between what needed to be done, 

and what can be done with federal funds, through a state-funded 

construction program. 

That state-funded program, the RTF, was begun in 1983. The 

52nd legislature extended the program through 2003, recognizing 

once again that the federal aid program alone doesn't meet 

Montana's basic needs. Our instructions from the last legislature 

were to come back with a funding plan and to a large degree that's 

why we're here today. 



notes page 2 

This program allows us to continue building and preserving our 

transportation system for Montana's future, while at the same time 

providing good paying jobs for Montanans. Many people who are 

. now using programs such as AFDC will become contributors to the 

economy as the construction season begins in earnest again and 

workers start earning wages and paying taxes. 

Last July, roughly 1500 private sector workers were on 

construction payrolls. Over 90% of our construction contracts go to 

in-state contractors and the money moves through our state and 

local economies many times over, with both short and long-term 

benefits. Payments to contractors for highway improvements last 
" 

year totaled $137.4 million. 

The fuel tax increase in SB 257 will allow Montana to take full 

advantage of the available federal-aid and continue the 

transportation improvement program begun in the '80s. 

Montana has made tremendous progress by using state funds to 

keep some roads in service with measures that aren't eligible for 

federal funds, like chip-sealing. And some projects are built with 

state funds when meeting federal standards would be excessively 

costly. 

A substantial budget increase in the maintenance program is part 

of our proposal, in order to meet changing responsibilities and 

bolster the budget that's been eroded over the years by inflation and 

new costs. 



notes page 3 

A substantial level of cost-effective measures are available to the 

state, but we haven't been able to afford them. Without additional 

revenue, the maintenance program will continue to be under­

funded. The results of deferring needed maintenance are 

predictable, of course, and will be costly in the long term. 

In 1986, the legislature transferred interest income and mineral 

royalties to the School foundation program and directed that 100 

per cent of the Montana Highway Patrol costs be paid from the 

'highway fund. 1.. t3" 1&22 0q £' l' 3 £ ')or 501 2 $: 
-. - ---- ---- - .... - s 

jf ' 0 2 f& saL Lliz B Sf ' 5 J sll d? twjps ClaN ks 
M I J tI _--1_--11111; .... 's-: 

Refunds to Indian Tribes required by state legislation are 

expected to amount to more than $3 million per year once all 

agreements are reached ................. . 

_._ .............. If those funds hadn't been 

b 

moved around and redirected, we probably wouldn't be here today 

requesting an increase in fuel taxes. 

in effect Jittf'leE' the 7 percent surtax is sched u 
.~ 

; 
i 
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The department's cash balance will reach a minimum level for 

prudent management, $20-$30 million, at the end of Fiscal Year '94. 

Without this increase in funding, the department must cut back its 

program. First to go would be the wholly state-funded construction 

program. And of course, there would be no Save Our Secondaries 

program. 

Further, we would be unable to match the available federal aid 

'and Montana wouldn't be able to compete for additional federal 
" 

funds. The Clinton Administration is indicating additional federal 

funding will be nearly $30 million in Montana. Projected future 

federal aid to Montana will continue in the range of $175 million. 

And while we'll be able to match the new money initially and 

"advance" projects that otherwise wouldn't be built this season, by 

next season we'll be unable to match even the lower level of $136 

million without a fuel tax increase. 

To conclude, first I want to offer again that the our department is 

in the service business and we know it. .. if there's anything I can do, 

please let me know. 

And second, I urge your support for this legislation. 



IoI.IoIII.t.IJtlla. ~.ou.. OI1o'IAWoM 
O.t.HIIL ~A!'IIlClllo1Cl,,"IM"" vrw 10'1& JOHN H. CHAl'd. KIIcct II\,U111 
<1101101 J. WTOHIu .. "''''t)f. A\,AII JI. IIIAfION. WI'CI1~Q 
'AAH~ *' ~ur"'''~1I, MI'Y Jlurr tot-v( IlUMN .. r.aI~ MHNI~~ ow<"" ..... /IcY....... _~ VI. WAIINI .. vaI.MIIo 

EXHIBIl: "'- t .' 
DATE. Y - -::2--:;: I 'Ii 

SB_ d-6r1 : . 
10l IMIW\4. JI1.OI\I;4 lION'" 'Mrnc. ~ k~.I" 
JOe ... 1I L UIIUMAH. ¢ONN1C'f1C1(/' U\J~H ,AI1ICI.ctw. H;'" ~ 
>iOWAID No MtmWtAIJ'" ~. ClAlI: JIM"HOr.N1. ItNt" 
",-_flj, WO'!CI~II. "NQ"<LV_ 
.""""""" 11111110 ....... _"'" 

~nittd ~tattJ ~tnQtt J 1 

COMMmD ON II'MIfJNM,ln ...,,0 f'IJ.IJO WO"'" 

W .... WINaTC"' "IUU'~"I 

../- .:::=:5iiIf 

• "ftal. tlN'JI, 11"''' OIRlmlI 
nVI/I<I, tlltIt4~~ 1III110llN .-rAn DlNIITOA or.NI ;MI" fGlIHI&Io 

Kr. Martin Oye 
Oi:r:ector 
Hontan. Departman~ of T~anaportat 
2701 prolpeet Avenue 
Helena, ~ 59620-9726 

Jjaar Marvin. 

Y..e.::-ch 25, 1993 

AS you know,. 1n 1991, Con~rea8 pa ••• ~ the Intermodal Su:~ace 
~r&nspor~&tion Effioiency ACt (ISTEA). IS~ is the moat 
siqn1ficant pi.c. of tr,nsportation legi.laticn in QV6r 3S years. 
Durinq the six year autho~ization of IST~, Mcntan& ii authorized 
to receive $1.07 billion ~=~ the fed.r~l qQvernment. !n 
q.n.ral, the federal-aid highway proqr~ !. based on an 80/20 
funding ratio .... 80\: federal fund" matched. loy 20!t state funda. 
!f a state cannot raise the n •• ~ed revenua to match a prQject'~ 
costs, the federal funds cannot be released for that p:oject. 

Curing tha Senate debate on IST~, I Itronqly opposed 
~££O%t. to change th. iederal-aid furtdinq ratio to one l¢ee 
£a"lora.ble to the state!!. During tlie.a tight fiscal tim •• -'- I 
recc~ize how difficult it is for statel to raise funds for 
transportation projects. By all aocounts, however, the 80/20 
fundinq ratio is a r~a8onabl. one. In addition, Itat •• that 
C.1!Umot me.t the miltchinq :requirement. a:l:\e nU.seinq out en a 
valuable inv.8~ant opportunity, an investment where th.y r.ceive 
, federAl dollars fo~ every dollar raised. 

M So lariBt rur4l. sta.te r Montana rel.iea on f.deral 
l.ti_tlln,.. 'fin.,.. fr .. t,. ... nAt'ln-rt"tirln njll~rlfll. Th,.. h",.lth nf rmr 
citizana and the productivity of our eoonomy rely on & •• fa, 
reliable and effioient transpo:tation .y.tem. In~rastructure 
spending must be con.idered an investment, for our transportation 
tYltem is th. very fabric of our. lociety. 

President Clinton has propoe~d to tully fund the federal-aid 
hiqhway ~ro~~am 11'1 IS'l'IlA duI"~ nCJ t.hA 'P'Ami:l~.ninq ~uthorj..&tJ.on . 
pariod of the ar:t. L~t mP. aa1!l11r.f'" 11''111 thAT T wi 11 1'11"\ my pIn-to 1 n 
Cong%BSS to SGe th4~ ISTlA il fully funded. However, the burden 
of m •• einq the fundinq ~.quiramant~ of the fedp.r~l- ... irl hitthWAy 
proq%~ il on the statea. 

With best pe%8onal reqardl, I ~, 

• .. ·IWP.· ... ftf'ftflltr·"· ... 



Exhibit #2 
-April 6, 1993 
Senate Bill No. 257 

Exhibit #2 is a packet detailing road projects and costs presented in support 
of SB 257 by Tom Barnard, Administrator of the Highway Division, 
Department of Transportation. The original is stored at the Historical Society 
at 225 North Roberts Street, Helena, MT 59620-1201. The phone number is 
444-2694. 



EXHIBlt.J . 
DATE 4- &- 9;&-:: 
SB 0251 -

Good Morning, Mr. Chairman and members of the 
committee 

My name is Carl Schweitzer and I am 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 8aucus 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". 1 ..... :) u- f" ~'"'\- ",,-t- tk\ ~ 
,,:)..,...... ..... f' "''''\<.A.,;~-;'I·~ c.... \ ..... +-~ 4- P,~;~ PJ - ~~ ~ CI-... :;.,.,... _____ 1r#- J...c...-..-k s: '(. Fw 
~ . 

What I 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 
would create 758 Montana jobs in construction, 
suppliers, and service industries. Assuming that 
Montana has a $200 million highway construction 
program (state and federal) there are 7,580 jobs 
related to the Montana highway construction 
program. 

If the rumors from Washington and Sen Baucus's 
staff are true -- the additional $29 TO $30 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$21 0.41 per month and approximately 2/3 
of the receipents are male. With approximately 50 



C.I\niUI l_::ti 3 
DATE. L/- teo. 9 ~ 
~rL ~t{:~S:7 . 

percent 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 
taxpayers. () ( 

~~v~~ 
B. MONEY IN LOCAL COMMUNITIES: Also according 
to the NationalAGC 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. Again according 
to AGC a Montanian can expect to pay approximately 
$120 per year in additional auto expenses if they 
drive over rough road. Additional costs for front 
end alignments, tires, and general car depreciation. 
If the average Montanian drove 20,000 miles per 
year and 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 S8 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 S8 257. THANK 
YOU. 
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Statement Of Montana Motor Carriers Association 
To The House Committee On Taxation 
On SB 257 - Motor Fuel Tax Increase 

Mt. Chairman. 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 
seven cent increase in diesel fuel taxes in SB 257. 

MMCA is not opposed to the four cent diesel fuel tax increase in the bill. but 
we do oppose the subsequent three cent per gallon diesel fuel tax increase. 

MMCA's policy is to support the needed funding for the necessary 
construction and maintenance of 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 to the use of diesel fuel taxes assessed on truckers to 
rebuild the major primary highway routes. under the Reconstruction Trust 
Fund. now to be increased for use 9n county secondary. farm to market roads. 

MMCA's highway funding position is to support the maximizing of available 
federal aid moneys. including matching the funds available under ISTEA 

We support an effective maintenance program. We have supported the funding 
of the Reconstruction Trust Fund at the current level of $20 for primary 
highways. 

Funding the RTF beyond that. needs to be reassessed by the Legislature. in our 
opinion. particularly as it applies to major diesel fuel tax increases to be used 
for county secondary roads. 

We have reviewed the Executive Budget report for the DOT to this Legislature. 

We would agree that a proposed motor fuel tax: increase appears to be 
necessary to match new federal funds under ISTEA. 

MMCA would not be adverse to a diesel fuel tax increase of 4 cents or 5 cents 
per gallon for highway construction and maintenance. the initial amount. 
proposed in SB 257. 

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

1 



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. :M:MCA supported the funding 
program. 

The new National Highway System, to be implemented in Montana. will 
consist of the Interstate System and some 1,700 miles of major primaries. 

As a result, a major portion of the primary system can be adequately funded by 
ISTEA on a matching basis. 

It appears that the RTF, as originally established, will be relieved of much of 
its 100% State funding burden for rebuilding major primary routes in the 
State and a lesser tax increase should be considered. 

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 secondary roads 
and yet under the SOS plan, motor carriers will be required to pay over $18 
million into the program. MM:CA opposes a diesel fuel tax increase for the 
expenditure on 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. 

A higher gasoline tax rate, than diesel fuel, can be justified by the fact that the 
current federal diesel fuel tax is 20¢ per gallon, six cents higher per gallon 
than the federal gasoline tax at 14¢ per gallon. 
As I have indicated, MMCA is not adverse to a 4 cent or a 5 cent per gallon 
diesel fuel tax increase. However, we ~ mindful of the negative economic 
impact it will have on motor carriers operating in Montana. 

A one cent diesel tax translates to a $200 annual cost to a Montana motor 
carrier operating a typical five axle 80,000 pound 18 wheeler running an 
average of 100,000 miles. 

A four cent increase costs $800. A seven cent increase will cost, each year, an 
additional $1,400 added to the $4,000 already paid in State diesel fuel taxes 
by that truck. 
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The position of MMCA is further based on the negative economic impact the 
state's trucking industry is suffering as a result of escalating workers 
compensation costs. 

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

This Legislature just enacted a three quarter cent diesel fuel tax for fuel" tank 
clean up insurance which will add some $900,000 per year to the bottom line 
costs of Montana truckers. 
MMCA understands the economic benefits to the construction industry in the 
State from increased highway funding. Jobs are created and thats good. 

However we hope that these jobs are not being created by a Legislative policy 
decision for the construction industry at the expense of jobs in the trucking 
industry. 

Our Association recently completed an economic study of 286 regulated 
intrastate motor carriers from reports filed with the PSC for 1991. 

The compilation reflects total revenue and total expenses incurred for the year 
and the 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, the 7% fuel tax and 
7% GVW fee surtax is added into the costs for these carriers, their bottom line 
net profit becomes 0.32%. One third of one percent. 

If the economic picture is bleak for regulated intrastate carriers, it may easily 
be concluded that 
an even worse situation exists for the unregulated motor carriers operating in 
Montana. 
State workers compensation premiums continue to escalate. 

The book rate for truckmen, 7219 reached $26.26 per $100 of wages this 
year. 

That rate has been increased 100% since 1990 when it was $13.03. 

If work comp rates continue to climb, few Montana trucking companies can 
remain competitive. 

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 its bid to attract Montana truckers. 

We have inserted into this statement details of how state and federal taxes 
affect a typical Montana five axle semi combination. 
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ADDENDUM TO MMCA STATEMENT ON SB 257 

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 GVWTax $ 991.00 
MT Diesel Fuel (.20) 4,000.00 
MT 70/0 Surtax 350.00 
MT Property 800.00 
Total State Annual--------------------------------------------------$6, 141.00 

Proposed SB 257 . $ 1.400.00 (24% increase) 
Total with SB 25 7 ---------------------------------------------------$7, 541.00 

Fed Truck. Tax $ 550.00 
Fed Misc Excise 1,414.00 
Fed Diesel Tax(.20) 4,000.00 
Total Fed Annual----------------------------------------------------$ 5.964.00 

Total w SB 25 7 -----------------------------------------------------$13,505.00 
(Cost $.135 per mI.) 

Proposed Fed. Energy Tax ($.075 per gallon fuel)-------------$1.500.00 

Total State and Proposed Fed.-----------------------------------$15,505.00 
(Cost $.155 per mI.) 

Finally, we would refer to House action in passing HB 651, the GVW fee 
realignment bill. As you know, the bill was amended on the House floor 
removing the 3/4 cent per gallon gasoline tax. 

Because it can probably be assumed that SB 257 will be passed, MMCA is 
concerned that the resulting rate of the state's diesel fuel tax will end up 3/4 
of one cent higher than the state's gasoline tax. 

MMCA would respectively ask this committee to consider an amendment to 
SB 257 to reduce the diesel fuel tax rate in the bill by 3/4 of one cent to avoid 
a higher rate than gasoline. 

If HB 651 is passed by the Senate and if the amendment is included in SB 
257, then both the tax rates for gasoline and diesel will continue to be equal. 

Thank you for the opportunity to speak on this bill. 
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LINE 
# ACCOUNT 

SUMMARY - 286 CARRIERS 

INCOME STATEMENT 
FOR THE YEAR ENDED 

DECEMBER 31, 1991 

(1) 

1 OPERATING REVENUE 
2 A) INTRASTATE REVENUE 
3 B)INTERSTATE REVENUE 
4 C) NON-REGULATED REVENUE 
5 TOTAL REVENUE 

6 EXPENSES 
7 SALARIES-OFFICERS & SUPER. PERSONNEL 
8 SALARIES & WAGES 
9 A)CLERICAL & ADMINISTRATIVE 
10 B)DRIVERS & HELPERS 
11 C)CARGO HANDLERS 
12 D)VEHICLE REPAIR & SERVICE 
13 - - E) OTHER LABOR 
14 OTHER FRINGES 
15 A)PAYROLL TAXES 
16 B)WORKMAN'S COMPENSATION 
17 C)PENSION & WELFARE EXPENSES 
18 OPERATING SUPPLIES & EXPENSES 
19 A)FUEL FOR MOTOR VEHICLES 
20 B)VEHICLE PARTS 
21 C)OTHER OPERATING SUPPLIES & EXPENSES 
22 GENERAL SUPPLIES & EXPENSES 
23 OPERATING TAXES & LICENSES 
24 A)GAS,FUEL & OIL TAXES 
25 B)REAL ESTATE & PERSONAL PROP. TAXES 
26 C)VEHICLE LICENSE & REGISTRATION FEES 
27 D)OTHER TAXES 
28 INSURANCE 
29 COMMUNICATIONS & UTILITIES 
30 DEPRECIATION & AMORTIZATION 
31 A)REVENUE EQUIPMENT 
32 B) OTHER _ 
33 PURCHASED TRANSPORTATION 
34 A)WITH DRIVER 
35 B)WITHOUT DRIVER 
36 C)OTHER PURCHASED TRANSPORTATION 
37 BUILDING & OFFICE EQUIPMENT RENTS 
38 + OR - ON DISPOSITION OF OPER. ASSETS 
39 MISCELLANEOUS EXPENSES 
40 TOTAL EXPENSES 
41 NET INCOME OR LOSS 

42 OPERATING RATIO 

SYSTEM-W IDE 
(2) 

$60,930,035.42 
$1,472,761,783.79 

$223,913,133.91 
$1,757,604,953.12 

$58,345,882.72 

$25,393,451.01 
$11,692,612.'30 

$8,'397,15'3.'34 

$1,727,872,537.74 

98.31:< 

43 Work Comp Increase 35.87~ Surtax Increase 7.00~ 

PROJECTED 
INCREASES 

(3) 

$20,'32B,668.13 

$1,777,541.57 
$B18,482.'30 

$62'3,801. 20 

$24,154,4'3~.80 

PROJECTED INCOME 
STATEMENT 

(4) 

$60,930,035.42 
$1,472,761,783.7'3 

$223,'313,133.'31 
$1,757,604,'353.12 

$7'3,274,550.85 

$27,170,'3'32.58 
$12,511,095.80 

$'3,626,'361.14 

$1,752,027,031.54 

'3'3.68~ 



EXHIBIT (a __ I 
DATb1tl '61' 
S8 _7._ ), 

Amendments to Senate Bill No. 257' l 

Third Reading Copy 

Prepared by Ben Havdahl 
Montana Motor Carriers Association 

April 6, 1993 

1. Title, line 5 
Following: "LICENSE TAX" 
Strike: "AND THE TAX ON DIESEL FUEL AND VOLATILE LIQUIDS" 

2. Title, line 6 
Following: "4 CENTS" 
Insert: "AND THE TAX ON DIESEL FUEL AND VOLATILE LIQUIDS BY 

3.25 CENTS" 

3. Page 6, 
Following: 
Strike: 
Insert: 

line 13 
" (a) " 
"24 cents" 
"23.25 cents" 

4. Page 6, line 14 
Following: "(b)" 
Strike: "27 cents" 
Insert: "26.25 cents" 
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GRAIN ELEVATOR ASSOCIATION 

April 1, 1993 

The Montana Ql'aln elevator Association urges you to vote NO on Senate Bill 374. Our Association 
ls tn full support of ethanol production, less dependence on foreign all 1m ports. and jobs for 

t . . Montana. but this bUl has some negative aspects which should be addressed. Please take time to 
-ask yourselves the fOllowing questions. 

1. Wlll large subsidies to the proposed ethanol plant really create Jobs or will the em ployment 
~ picture remain neutral? Currently the Qreat falls and surrounding grain In dustIyemploys ap­

proxlmately 200 people. An ethanol plant the size of the one proposed w1l1 have a devastating 
effect on those JObs currently provided for in the private sector. . 

W1ll subsidizing a company that wUl become the Single largest processor of grain ill Montana 
really improve the prices paid for tann products? Competltlon 1$ the. drlving·force which as­
sures producers the best possible prices for their products. An ethanol plant processing 12 mU~ 
lion bushels of wheat In a county that only produces 6 million bushels will obViously have an 
adverse effect on competition In the Qreat falls area. 

3. Is this lUll fair and equitable to the Montana grain industry and its employees? The 1993 leg1s~ 
~ lature has alreaCly passed legislation which increases our fees 140% to 600%. They have also 

passed legISlation whtch imposes a mm levy assessment on graJn coming into Montana from 
canada and surroundIng states. (The ethanol plant has been omitted from this bill). Our ·assocJa· 
tion Is on recorcl In support of both· leglslatlve bUls .. Senate Bill 374" is designed to directly 

ill 

.. 

substc11ze our competition. . 

4. Is the SUbSidy necessary to secure financing for the . project or Is it necessary for the etllanol 
plant to become an economiCally Viable entity? Oreat falls Tribune article states that the sub· 
stCly guarantee IS necessary to secure financlng. If that Is the case can the bUl be amended to 
require the ethanol company to repay the excess sub sldy once It Is built and running prof .. 
itably? 

5. Will the ethanOl plant really prOVide for up to 500 construction jobS and up to 130 pennanent 
jobS as stated In the Qrest falls Tribune? Will the ethanol company be w11l1ng to guarantee 
these jObS In return for the excess subSidies • 

6. WUl the ethanol plant buy only Montana grain? Or will they buy grain from the most economi­
cal source? This could be Canada or North Dakota. 

.. 7. Do you want to cost the Montana Department of Transportation mUllons of dollars In lost fed eral 
funds? Alcohol tax incentives are paid dlrectly from the Montana Highways Trust fund. 
Reductions tn the Trust fUnd reduces the abtllty of Montana to receive federal matching funds 
at a 6.5 to 1 ratio. 

a Do Ule economic benefits outweigh the economiC costs? 

.. The Montana Grain elevator Assodation represents 50 members who own and operate over 150 
grain elevators 1n Montana. We conduct our business and compete with one another tn a very com­
petitive marketplace. The concept of using public funds to subsIdIZe a company which potentially 
could become the largest Single user of grain in Montana will be very detrimental to our Industry . 

.. Do not use our tax dollars to subsidIZe our competition. Vote No on Senate·5Ul 374. 
Thank you for your time and consideratlon. 

P.o. Box 1732 • Gn~at Falls: MT 59403 • (406) 454··07(l(} 'Phone and FAX 
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