FINAL REPQRT
ROAD USE TAX SUBCOMMITTEE
of the
SENATE COMMITTEE ON WAYS AND MEANS

December, 1977

Pursuant to approval given at the July 14, 1977, meeting
of the Legislative Council, a Subcommittee of the Senate Committee
on Ways and Means was approved to review the House passed bill
House File 491, The Subcommittee {s composed of the following
members:

Senator Bass Van Gilst, Chairperson
Senator Eugene Hill

Senatorxr David Readinger

Senator James Redmond

Senator Roger Shaff

The Subcommittee held three meetings to discuss the
provisions of House File 491 and to discuss incentives for the
production of grain distilled alcochol to be blended with gasoline
to produce a mixture called gaschol. At the first meeting held
September 26, 1977, the Subcommittee reviewed the changes that
House File 491 would effect on the current law. (A comparison is

attached to this f£inal report.) Information was received to
support the allocation of road wuse tax funds to the primary,
secondary farm-to-market and city road systems. The Subcommittee

was told that each penny per gallon of fuel tax increase will
generate approximately $15.3 million from the tax on gascline and
$2.5 million from the tax on diesel fuel.

The Subc¢ommittee was informed that wuander current law,
funds in the road use tax fund are distributed among the primary
road fund, the secondary and farm-to-market road funds, and to the
cities after allocations are made from the road wuse tax fund to

these separate funds. These initial allocations from the road use
tax fund prior to the allocation of the road use tax fund under the
allocation percentages are referred to as "off the top”

allocations,.

Under the present law, approximately 521.4 million are
allocated off the top prior to distribution wundexr the §47-38-15
(Primary-secondary-city) distribution formula. Because of these
"off the top" allocations, the total percentage from the road wuse
tax fund to the jurisdiction road funds is not actually 477 to the
primary road fund, 383% to the secondary and farm-to-market road
fund and 15% to <the «¢ity road systems., The fund is actually
distributed as follows:

FY 1977 FORMULA: 47-38-15: $2!.4 M OFF-THE-TOQP

Jurisdiction Off-the-top Distribution Total True %
State $20.6 $130.8 $151.4 50.67%
Countv 0.4 105.8 i0e6,2 35.37%
City 0.4 41.8 42,2 14 . 1%

Total $21.4 $278.4 $299%9.8 100. 0%
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House File 491 provides for a 3 cents per galleon pas tax
increase and a 3 1/2 cents per gallon diesel tax iuncrease for toral
new revenue of $53.6 million. Under the House passed bill the
funds would be located as follows:

HF 491 FORMULA -~ AS PASSED: 45-37-18; $11.0 M OFF~THE-TQP

Jurisdiction Off-the-top Distribution Total True?
State $ 9.8 $153.0 $162.8 46 .47
County 0.6 125.8 126.4 36 .0X%
City 0.6 61.1 61.7 17.6%

Total $11.0 $339.9 $350.91y 100.07%

1y Total revenues have been reduced by $3.7 million rto reflect city,
county, and school fuel tax exemptions.

This version eliminates $2.5 million allocated to the
primary road fund to match with federal funds for interstate
construction. This bill eliminates the 1/2 cent per gallon credit
to the primary road fund for a loss of $§9.3 million to the primary
road fund.

The Senate Subcommittee gpproved the adoption of House
File 491 with the additional appropriation of $7.1 million to the
primary road fund for a total allocation as follows:

PROPOSED PLAN: 45-37-18 $18.1 M QFF-THE-TOP

Jurisdiction Off-the~top Distribution Total TrueZ
State $16.9 $149.8 $166.7 47.5%
County D.6 123.1 123.7 35.3%
City 0.6 59, 60.5 17.2%

Total $18.1 $332.8 $350.91, 100. 0%

1, Total revenues have been reduced by $3.7 million to reflect city,
county, and school fuel tax exemptions.

The amendment to House File 491, is attached to this report.

At the second meeting held October 253, 1977, the
Subcommittee conducted a public hearing to allow interested
citizens to voice their opinions concerning the proposed fuel tax
increase. At this meeting representatives of the Iowa Good Roads
Association, Waterloo Chamber of Commerce, Iowa State Association
of Counties, and the Association of General Contractors testified
before the Subcommittee. The Iowa Gasoline Dealers Association
presented petitions signed by approximately 20,000 people opposing
a motor fuel tax increase based upon a percentage of price.

At the last meeting of the Subcommittee held on November
14, 1977, the Subcommittee reviewed information concerning the
distillation from grain of alcohol to be used with 90% gasoline to
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produce a mixture called gasohol, The Committee rxreviewed the
Nebraska gasohol program. Nebraska in 1971, provided a three cents
per gallon fuel tax reduction on all gaschol sold and in 1977 the
fuel tax reducrion was increased to five cent per gallon. The
Subcommittee voted to exclude from lowa motor fuel tax the first
ten million gallons of gasohol sold in the state. A copy of the
amendment which will provide a motor fuel tax refund on the firt
ten million gallons of gasohol sold in this state is attached to
this final report. The Subcommittee also requested that a letter
be drafted to the Midwest Conference of the Council of State
Governments to encourage the accumulation of information and
legislation pertaining to gasohol. A copy of this letter is
attached to this final report.
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Section-by-section comparison of House File 491 with the existing
Iowa law:

- House File 491 Current Law

i. Legislative expression Departmental discretion.
of policy not to build
diagonal highways.

2. Limit freeway expressway Present limit - 3000 miles.
system to 2660 miles.

3. Reclassification review board Aubiguous in the area of resolving

to establish policies for disputes between jurisdictionms
transfer of jurisdiction of upon transfer.
roads.

4, Provides for a transfer of - Allows only repailr or roads
money to repalr roads upon prior to transfer.

transfer of jurisdiction.

5. Amends 307A.2 - requires 1960 needs study to allocate
twenty-year road needs study revenues among counties.
every four years beginning
July 1, 1979.

6. Includes in Institutional Park These roads are not now in
Roads the state fair ground Institutional Park Roads.
L\ roads and area school roads,.
Requires institutional park
roads needs study every four
years.

7. Allocates road use tax funds
as follows:

a. Primary roads - 45% 47%
b. Secondary roads - 28% 29%
. ¢. Farm-to-market - 9% 97
d. Streets cities ~ 18% 15%

e. $500,000 to highway -
railroad grade surface
repair fund

f. 0.65% road use tax fund Formerly Institutional Parxrk Roads
for Institutional Park received 1.4 million dollars
Roads and strikes 2.5 annually.

million dollax allocation
for matching federal funds
on primary road construction.

g. Hold harmless counties for sec-
ondary road funds at July 1,
1 1975 level until 1981}.

10. Hold harmless counties for
farm-to-market road use tax

funds until 1981 at July 1,
1875 level.
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Lo House File 491: Current Law:

1. Eliminates cities'
restrictions on use of
funds. -

12. Requires annually a five-year
road construction program to be
submitted by cities greater
than 5,000,

14. Clarifies road reclassification
requirement.

16. Raises MOTOR FUEL TAX TO 10 Was 7 cents per gallon.
CENTS PER GALLON and exewmpts
political subdivisions from
payment.

17. Raises DIESEL FUEL TAX 10 Was 8 cents per gallon.
11 1/2 CENTS PER GALLON.

18, Exempts political subdivisions
from diesel fuel rtax.

k“' 19. Strike credit of 1/2¢/gallon 1/2¢/gallon motor and specilal
to primary road fund. fuel tax off top to primary

road fund.

21. Requires functional reclassifi-
cation of roads.

22. Direct use of most current
needs study beginning July 1,
1977 to allocate secondary
. road funds.
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r—— HOUSE FILE 491

Amend House File 491, as amended, passed and
reprinted by the House as follows:

1. Pagce 5, by inserting after line 34 the follow-
ing:

*7. The treasurer of state, before making the
allotments provided in this section, shall credit
annually to the primary road fund from the road use
tax fund the sun of seven million one hundred thousand
dollars.”

2., Page 10, by inserting after line 20 the follow-
ing:

"Sec. . Chapter three hundred twenty-four
(324), Code 1977, as amendcd by Acts of the Sixty-
seventh General Assenbly, 1977 Session, chapters one
hundred six (i06) and one hundred seven (107), 1is
amended by adding the following new section:

NEW SECTIOXN. Any person, other than a licensee,
who shall use notor fuel contairning not less than
ten percent grain alconhol distilled from corn, nay
apply feor a refund of the motor fuel tax paid. Each
claim shall be upon a form prescribed by the department
of rcvenue and certified by the claimant under penalty
for false statement. Lach c¢laim shall have attached
the original invcice showing the D urchase of the motor
fuel containing grain alcchol, The invoice shall
be serially numhered covering no morc than one purchase
of motor fuel! and shall shnw the date cof sale, the
naric and acadress ¢f the seller and of the purchaser
and the gallions purchased in words and figures, the
price per galion of the motor fuel alcohol mixture,
the per gallor rate of tax paid and the total purchase
price. The denartment may waive the invoice
reguiremenrts for invoices made on a billing
A refund shall not ke made for a motor fuel
mjx*ure purchased outside the state of Iows
purchases made more than three months prior
date 0f the claim for refund., The right of
shall not be assignabl

The dcpartnmrt of revenue shall provide by rule
for claims made accomzanied by a certified copv of
the original invoicc. The department of revenue shall
provide by rule such procedures to assure the validity
of claims and may »rovide that such additional
information as nrecessary to verify a claim shall be
provided by the claimant.

The deoar trient of revenue shall refund the motor
fuel taxes paid on a mixture of motor fuel and grain
alcohol enly cn ten million gallons of the motor fuel
alcohol mixture sold each calendar year in this state
for which claims are received by the department." _ﬂj
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3. Renumber the sections as necessary in
conformance with this amendment.

B
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IOWA LEGISLATIVE COUNCIL

SENATOR GEORGE R, KINLEY, CHAIRPERSON
REPRESENTATIVE DALE M. COCHRAN. VICE CHAIRPERSON

1OWA LEGISLATIVE SERVICE BUREAU

LEGAL DIVISION
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STATE HQUSE
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TELEPHONE 51572813566
SERGE H. GARRISON, DIRECTOR

November 28, 1977

COUNCIL MEMBERS

LT GOVERNOR ARTHUR A, HEU. EX OFFIKIO

SENATORS

€ JOSEPH COLEMAN
LLCAS § DEXQSTER
GENE W CGLENN
CUGENE & H:tL
PHILIF S HILL
CALYIM QO HULTMAK
FREDW NEATING
WILLIAM D PALMER
MLHARD R RAMSEY

REPRESENTATIVES

GREGORY D CUSALK
ELMER 1M OEN HERDER
COMALD YV DOYLE
JEROME O FITZGERALD
WILLIAM | HARGRAVE
SAMES L MOOLESWART
FLOYD M MuULtEN
CELWYM STROMESR
ANDRFW VARLEY

Mr. James H. Bowhay

Regional Director

Midwest Conference of the Council of State Governments
Suite 1200 - 203 North Wabash

Chicago, Illincis 60601

Dear Mr. Bowhay:

During the 1977 interim, the Iowa Senate Road Use Tax Subcommittee
of the Senate Standing Committee on Ways and Means briefly reviewed an area of
recurrent interest to legislators in the midwest. The Iowa legislative commit-
tee investigated the distillation of alcohol from agricultural products to be
used in a mixture of 90 percent gasocline and 10 percent alcchol as motor fuel,
commonly referred to as gasochol,

The Subcommittee reviewed the Nebraska legislation and the Nebraska
gasohol pilot distribution program (copies of which are enclosed). The Subcom-
mittece recommended exempting from the state motor fuel tax the first ten million
gallons of gasohol sold in the state. (A copy of this proposal is attached.)

Because of the interest expressed by the Subcommittee, a concern
shared by the full Ways and Means Committee, we wish to recommend that the staff
of the Midwest Conference of State Legislators continue to compile information
concerning legislative and scientific improvements to the production and distri-
bution of gasohol.

Also enclosed is a paper by Dr. Peter J. Reilly, reviewing the energy
balance inveolved in the production of gasohol. If you have other information re-
flecting technological advances or other incentive legislation, please send a
copy to the lowa Legislative Service Bureau.

Thank you for your assistance in collecting and disseminating informa-
tion about gasohol and other subjects of particular concern to midwest legislators.

Very truly yours,

SENATOR NORMAN G. RODGERS
Chairperson
NGR:dg Senate Committee on Ways and ieans
enclosures




