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The Senate committee members present: Senators Bert Brackett, Dean Cameron and Roy Lacey.
The House committee members present: Representatives Joe Palmer, John Vander Woude and
Mat Erpelding.

Legislative Services Office (LSO) staff present: Director Eric Milstead, Mike Nugent, Cathy
Holland-Smith, Katharine Gerrity, Paul Headlee, Keith Bybee, Robyn Lockett, and Charmi Arregui.
Also present was Brian Kane, Assistant Chief Deputy Attorney General.

The meeting was called to order by Senator Brackett, Chairman of the Senate Transportation
Committee, at 9:03 a.m. and he asked the other members to introduce themselves. Representative
Palmer, Chairman of the House Transportation Committee, introduced himself and the other four
members introduced themselves. Senator Brackett welcomed the guests in attendance and then
explained that it is customary for the chair of the conference committee of the house of origin (of
the bill) to facilitate a time and place convenient for both committees to meet, and he expressed
his appreciation for those arrangements. He thought that this room with an oval conference table
served the committee well. Senator Brackett further explained that the chairman of the Senate
committee chairs the meeting (in whose absence the House committee chairman will preside,
according to the Conference Committee Procedural Guide). Chairman Brackett reminded the
members that motions do need a second, pointing out that this conference committee is made up
of two separate committees meeting together, so for any final action, a majority of House members
and a majority of Senate members would be required to approve any motions or recommendations.
He stated that straw polls (non-binding votes) could be taken at any time on any issue before the
committee when requested by any member. Any binding vote must be taken by each committee
separately. Upon adjournment of this committee, an (identical) conference committee report (in
letter format and clearly stated, shall be affirmatively signed by a majority of the members of
each committee) and delivered to the presiding officer of each body (to be voted on but may not
be amended). Chairman Brackett stated that LSO Director Milstead would guide the committee
on technical points and act as parliamentarian.

Chairman Brackett acknowledged the excellent LSO support staff present and thanked them for their
expertise. LSO Director Milstead pointed out that the chairman does have a great deal of flexibility
and latitude in running the conference committee in order to reach a conclusion. Director Milstead
emphasized that this conference committee is made up of two separate committees, voting as two
separate committees, requiring a majority on any binding vote. If, at the end of the process the
conference committee is unable to come to an agreement, then the bill is considered lost and
that outcome would be reported to the presiding officer of each body. If agreement is reached,
and a majority of each committee signs the report, that report will be delivered to the presiding
officer of each body. Chairman Brackett suggested keeping the meeting as informal as possible,
maintaining decorum by going through the chair with comments or questions, inviting free exchange
of comments and ideas. He expressed his intent to participate in the debate and discussion, even
to the point of making motions. He asked if there were any questions or clarifications from other
members of the conference committee and there were none.

Chairman Brackett stated that House Bill 312aaS was the bill being dealt with, dealing with
registration fees, pointing out that the Senate had made amendments, which passed the Senate, but
in which the House chose not to concur, the result being this conference committee. Copies of
House Bill 312aaS were handed out and Chairman Brackett suggested going through the possible



amendments, page by page, stating that if there were any issues, members could voice their opinion
in an attempt to resolve them. For items agreed upon, they could put a check mark next to them, in
order to move on. If there is not agreement, those issues will be set aside for later consideration.
The first amendment to House Bill 312aaS was to Section 1, page 1, lines 20-24, annual registration
fees for vehicles. The original fees were:

Vehicles one (1) and two (2) years old ..................................... $73.00 (amended from $48)
Vehicles three (3) and four (4) years old ................................. $61.00 (amended from $36)
Vehicles five (5) and six (6) years old ....................................... $61.00 (amended from $36)
Vehicles seven (7) and eight (8) years old ................................ $49.00 (amended from $24)
Vehicles over eight (8) years old ............................................... $49.00 (amended from $24)

Representative Palmer did not agree with the amendments suggested to Section 1; the oldest
vehicles, comprising the largest number of registered vehicles in Idaho, having their fees raised over
100%, was too big an increase, in his opinion. Representative Palmer thought the original number
of raising each of the categories by $15 was a good number, and he suggested going with $15.
Chairman Brackett explained that the Senate took the process or procedure in the original bill (flat
fee across) and raised the fees $15 across all automobiles and trucks and then raised that number to
$25. Chairman Brackett suggested an alternate approach whereby vehicles one and two years old
remain at $73 and vehicles three years old and older be increased by a percentage, rather than a
flat fee. That would bring the $61 fees to $55 and older vehicles at $49 would drop to $37. Senator
Cameron asked the Chairman to walk through those numbers again, which the Chairman did. Senator
Lacey asked what percentage those increases amounted to, and Representative Vander Woude
replied that it was about a 53% increase on the bottom four categories, commenting that he thought
those numbers were more reasonable. He suggested moving forward and coming back to Section 1.

Chairman Brackett moved to page 2 of H 312aaS, line 11, where the annual fee for motorcycles
increased to $19.00 (amended from $9) and Representative Palmer said he didn't see that as an
issue at this time and suggested moving forward, so that item was given a tentative okay.

Chairman Brackett commented that the amendment to Section 2 also dealt with registration fees,
the same issue as in Section 1, $15 versus $25; he asked if there was tentative approval on that
item. Representative Erpelding said he thought that trucks between 50,000 and 60,000 pounds
needed to be broken out further; he didn't want an unfair increase to commercial vehicles. The
percentage increase drops dramatically when it is just a $25 increase. He thought there would be
a more fair way, with more appropriate increases at different levels. Chairman Brackett said that
the Senate dealt with the flat fee format straight across. Representative Palmer said that truck
registration fees had been looked at often, believing that in the near future there will be another
way to deal with this complicated issue. He suggested staying with a flat rate for now. Chairman
Brackett commented that this doesn't address all concerns, but the commitment is there to address
this within five years. Chairman Brackett explained that there is an intention or commitment to
go to a weight/distance fee within five years. Representative Vander Woude said he had worked
with percentages; redoing the charts was quite complicated, so he preferred to go with the flat rate
increase of $25 for now, with the understanding of moving in a different direction. Representative
Erpelding asked about the numbers in this section and the next section; with a $25 flat increase,
what would be the total revenue generated. Chairman Brackett said that before the tentative
changes in Section 1, the total was $36-37 million, and lowering fees in Section 1 would make that
number drop. Representative Erpelding specifically meant Section 2, trucks, and Representative
Palmer replied there were 149,000 total trucks; adding $25, that would generate about $3,725,000.
The two committees tentatively agreed on the $25 flat fee increase for trucks in Section 2.

Chairman Brackett moved to page 9, Section 3, H 312aaS, dealing with electric and hybrid vehicles;
the amendment changed the fees from $150 to $140 (electric) and from $100 to $75 (hybrid).
Representative Palmer stated that if the reason fees were lowered was to benefit people trying to do
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better, that was already calculated in; if it was a straight trade for the gas tax they would pay, it would
be somewhere around double what the original numbers were. Chairman Brackett said he wasn't
sure the Senate was that deliberative, believing this was not a huge issue. Representative Erpelding
said he appreciated the Senate amendment that would lessen these fees on vehicles with lower
emissions, especially in urban areas. The committees tentatively agreed on Section 3 amendments.

Chairman Brackett then referred to page 9, Section 4 (2) of H 312aaS; the amendment increased fuel
tax from 25 cents to 29 cents on and after July 1, 2015; would raise it to 33 cents on and after July
1, 2017, and to 35 cents on and after July 1, 2019, for a total of 35 cents. Representative Vander
Woude said he thought the increase was too high, with too many steps. Representative Palmer
said the effect of gas tax on citizens was bigger than the number shown, believing there would be
push-back with those increases and the steps. He thought that a total increase of 5 cents would be
acceptable. Chairman Brackett said the amendment was a good faith attempt to address critical
mass, wanting to pick a number and move forward. Senator Lacey said he thought that a 10 cent
increase was reasonable. Representative Palmer said that was too high an increase, that people
would stop buying and the economy would be affected. Senator Cameron said he was here to
protect the General Fund more than anything, but he said that the economy would be affected by
not maintaining infrastructure in the state, with freeway gridlock interfering with timely delivery of
products to market. He said that if the state doesn't pay for maintenance now, it will cost so much
more later. The dollar amount is not keeping up the cost for maintaining roads and this affects
the economy. Senator Cameron said his preference was for this Legislature to do the right thing
this year so that future legislators won't have to deal with this 4-10 years from now. He proposed
taking a significant bite out of the deficit, and he asked the House committee members about their
number. Chairman Brackett commented that there would be a positive effect on the economy to
buy material, put people to work, do bridge replacement and maintenance, and road maintenance.
In addition, he added that the value of the 25-cent fuel tax in 1996 is valued at 17 cents today, so
considerable buying power has been lost since then. Representative Palmer said he agreed with
what Senator Cameron and Chairman Brackett said, but reiterated that this committee had to get
something that members would vote for. He suggested moving past the gas tax at this point.
Senator Cameron said that the Senate would prefer to see more on gas tax and less on registration
fees, believing that to be the truest form of a user approach, from both citizens and visitors driving
on Idaho roads. Chairman Brackett said that raising taxes is not easy, and it shouldn't be, so this
decision deserved very serious thought and deliberation. He agreed to set the topic aside at this
point in the meeting, to address later.

Representative Vander Woude said that previous legislation on the gas tax had a 60-40 split, adding
he was more comfortable with that, the new money going directly to roads, hoping to put that into
the gas tax formula. Senator Cameron asked for an explanation on the 60-40 split. Representative
Vander Woude explained that currently 5% goes to ISP, 57% goes to ITD and 38% would go to local
highway districts; he said he would like the new money to go 60% to ITD and 40% to locals, so local
highway districts get a little bigger cut on the new money, and not changing the old money. He
said he wanted to raise money for roads, wanting the money to go where it needs to be, and he
requested that be in the intent language. This item was set aside.

Chairman Brackett referred to Section 5, H 312aaS, and after the committee discussed gaseous
special fuels, a non-binding straw poll was taken and the outcome was 4-2, so there was not
majority agreement. A hold was placed on that item.

On page 11, Section 6, H 312aaS, with regard to legislative intent and the date (on or before
January 1, 2021) that trucks would transition into a fee by weight class, Chairman Brackett asked for
comments. Representative Vander Woude thought that was a good move forward, giving direction,
and a tentative "ok" was put by that section.
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On page 11, Section 7, H 312aaS, Chairman Brackett asked for comments and Representative Vander
Woude said that this is where the 60-40 split would go, into that same section 40-709, Idaho Code,
to clarify who gets the new money coming in. Chairman Brackett asked Director Milstead if it would
be more appropriate here or where the fuel tax is addressed. Director Milstead replied that it could
be done in either place since the language, as it reads in the amendment, was written for that
purpose. He said it is possible to include language along those lines elsewhere in the bill, up where
the fuel tax changes are made, but he wasn't sure it made much difference. Chairman Brackett said
that if it was in the fuel tax section, it was part of statute, and if put in legislative intent, intent is just
that. Katharine Gerrity, LSO Research Analyst, stated that in previous versions of the draft, the 60-40
split was put in the distribution section 63-2412,Idaho Code, which is not currently in H 312aaS or
the amendment. Senator Cameron asked if it was the desire of the House that ISP not participate
in any additional increases from additional revenue raised by this bill. Representative Vander
Woude affirmed that to be correct. Senator Cameron asked whether it was his desire that those
additional costs be borne by the General Fund. Representative Vander Woude said he didn't know
where additional costs would be if roads are improved, hoping that costs might go down. Senator
Cameron said that as the population grows, more law enforcement by ISP will be required. He said
that additional expenses in the past have been borne by both the General Fund and by the fuel
tax. He added that users of roads pay to make sure that if there is a wreck, ISP will respond, assist
and enforce laws. He understood raising revenue for roads, but he was trying to understand the
perspective on ISP, knowing in other bills that ISP was removed from the gas tax, and he was resistant
to that. Chairman Brackett suggested putting a hold on that item at this point in the meeting.

Chairman Brackett read from H 312aaS, Section 8 on page 11, lines 35-46, asking for comments.
Representative Vander Woude said he thought the intent was good, but noted that it is easy to
ask for a report, but if no penalty or stipulation is behind the request, then legislative intent goes
nowhere. Chairman Brackett said he liked that thought process, adding that he didn't have the
answer to that, commenting that he thought they should be open to having legislation going beyond
intent and perhaps use the term "shall" rather than "may." Senator Cameron commented that they
were the legislative branch, not the executive branch, and he didn't know if it would be wise public
policy to put penalties in place or to withhold funds. He said ITD had been more than responsive so
he thought the intent language gets there, and he would resist saying if you don't do something,
then a penalty would result. He added that the Governor has always made agencies available to
the members, even if they don't always give the answer preferred by members. He discouraged
ultimatums, preferring intent language to express what is expected. Representative Vander Woude
said his focus was not ITD, adding that ITD had done a fabulous job straightening things out.

Brian Kane, Assistant Chief Deputy Attorney General, interjected to remind the committee that the
Legislature does have the power of the subpoena, so if reports are not forthcoming to the germane
committee chairs and members, they have the ability to reach out to force those reports to be
brought forth. As far as teeth go, he said he thought existing statutory structure has what he
perceived to be fairly significant teeth. Representative Palmer said he understood both sides of this
issue, agreeing with Senator Cameron that this is a sensitive issue, believing that a better approach
may be to give entities a better idea of things they could do to better understand the position of the
Legislature. He said right now, ITD has a great system for an overview of things; if there were criteria
for local highway districts, something similar to what ITD uses, they could report back more easily.
He added that LHTAC (Local Highway Technical Assistance Council) is always going to come before the
committee, but when there are over 200 districts out there, and LHTAC tries to encompass all those,
perhaps they need guidance on a better way to report to the Legislature. A district may not have
enough staff to report such issues easily, he said, so perhaps guidance could help everyone with this
situation. He didn't think there was a problem with the intent language at this point. Chairman
Brackett said if this section was approved today, it could always be revisited at a later date.
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Chairman Brackett next read Section 9, page 12, lines 1-6, H 312aaS, dealing with enhanced
enforcement of dyed diesel. He noted that the law provides that you cannot use dyed diesel on
the road, being for off-road use, and it is clear that vehicles that are licensed, even if off the road,
require taxed diesel. Chairman Brackett said he wants enforcement to be a tough deterrent. He
pointed out that reporting in 2016 would allow for consideration of this and gathering public input
over the summer, coming up with a proposal for next session. Representative Erpelding commented
that he supported the intent, but expressed skepticism on the cost of enforcement being less
than the money recovered from those using dyed fuel illegally, believing that the two don't add
up. Chairman Brackett emphasized that the intent is not to raise money on fines, but rather to
increase the level of awareness to conform to law. Senator Cameron said this was supported by a
majority on the Senate Floor, but going back to the 60-40 split, by not giving ISP additional money
but requiring additional efforts by them, he thought the issue should be set aside, but said this
was not a deal-breaker issue for him. He added he did not want abuses with dyed fuel, but also
didn't want additional harassment of farmers trying to earn a living. Chairman Brackett suggested
holding this Section 9, adding that he comes from an agriculture community and he makes every
effort to comply, as do most of his neighbors, but he thinks that farmers are under suspicion and
he would like that cloud lifted. He was in support of keeping the honest folks honest. Chairman
Brackett thought if something was done, it should be done right, including an extensive education
and awareness program. Representative Vander Woude agreed that there is a cloud of perception
that farmers abuse the law, but he believes that very few are abusers. He said ISP may have some
ideas on this issue, and he didn't want enforcement to become harassment, but he didn't know
how to make it work. Chairman Brackett only used agriculture as an example, pointing out this
was a much broader issue including construction, mining, U-Haul trucks being returned with dyed
diesel, etc. Probable cause is tough to resolve, he said, but the intent is to take a look at this issue.
The members tentatively agreed on Section 9.

Chairman Brackett then referred to Section 10, page 12, lines 7-9, referring to raising revenue
for Idaho's transportation infrastructure and maintenance. The members all tentatively agreed
on Section 10.

Chairman Brackett put the committee at ease at 10:20 a.m. and reconvened at 10:53 a.m.

Chairman Brackett said the committee would not attempt to resolve the items that were held, but
would move on to other issues, pointing out that there must be a transportation connection on
issues to be included in the committee's final report. He said that two issues were off the table,
one being a flat tax and the other being the grocery tax/grocery credit issue. He brought up the
tax on materials, gravel and supplies currently in the form of H 95aaS, asking if there was a desire
to include that in the package, inviting comments and discussion. Representative Erpelding said
his desire was to exclude H 95aaS from this package, in large part due to the direct impact on the
General Fund and the questionable amount that would be raised on the ITD side, so he preferred
that H 95aaS remain a stand-alone bill that could be voted on by the House. Chairman Brackett
stated that H 95aaS changed implementation dates; if passed in the Senate, it will go back to the
House for concurrence. Senator Cameron said he had concerns with H 95aaS and the impact on the
General Fund, but that he was willing to compromise in the spirit of Sine Die, and by postponing the
effective date so that it did not have an impact on this budget year. He said he preferred not to have
H 95aaS as part of this committee's package. He said that, in his opinion, the General Fund could
not afford H 95aaS, H 310 and other tax relief or other components, and then have some surplus
eliminator. He added that, to him, all of these were interwoven, believing that all of these could not
be done without setting up future legislators for tax increases and restrictions on discussion of future
ideas that could have an impact on revenue. Senator Cameron said he did not want H 95aaS as part
of this committee's package. Chairman Brackett said that they would not try to include H 95aaS.
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Chairman Brackett put the committee at ease at 11:00 a.m. when the House Majority Leader
requested the House members on the House Floor for a vote, and the meeting reconvened at
11:11 a.m.

Chairman Brackett moved on to H 310, explaining that it would provide for the transfer of certain
General Fund collections to the State Highway Account. Representative Erpelding requested that H
310 not be included in this package. He added that movement of money from the General Fund is
of great concern to him, in terms of this compromise piece of legislation being worked on, and that
he preferred that H 310 remain at the top of the House 13th Order of Business. Chairman Brackett
said if H 310 passed, the budget stabilization as well as potentially the surplus eliminator wouldn't
be in conflict, but both would have impacts on the General Fund. Senator Cameron said he thought
that the committee was about ready to discuss a potential surplus eliminator approach that the
House had been working on, expressing that he had concerns and questions since he was not a
fan of using General Fund dollars toward transportation. He said he thought that it could lead to
unintended consequences, but said he was willing to talk about it and would remain open minded.
He explained that for every 1% growth in the General Fund, that generates about $30 million dollars,
so a 5% growth in our revenue amounts to about $150 million and of that, by current statute, 1%
goes into the budget stabilization fund, so that drops us to $120 million. He said that if the House
concurs with H 95aaS, that would knock the $120 million down by $17 million, to $103 million. He
added that if H 310 passed, the budget would get hit by another $126 million, so revenue would
be depleted to about $80 million. He went on to say that on the expenditure side, he considered
the top priority of this legislative session was to address education and teacher salaries, and the
career ladder. He noted that next year's hit is in the $39 million range, going up the following years,
and just in this year's budget is $44 million in nondiscretionary adjustments, items that statutorily
the state must meet, unless the Legislature is somehow willing to set those statutory items aside.
He said that there is probably another $16 million worth of growth in the K-12 budget, just on a
maintenance level, with no additional money, and not taking into account large increases being seen
in support units. Without adding anything additional, just fulfilling promises to public schools and
addressing growth, he said we are already at $96 million, just to run government and stay as things
are, with no additional money for CEC, for bucket for charter schools, STEM, career counseling or
issues with our court system, nothing for community colleges, for colleges and universities or
professional/technical, or even addressing the lack of discretionary funds in public schools, which in
order to get back to the 2009 level, we need another $29 million. He said there was a significant
tightness in our budget, just to maintain. He added that every year the Legislature passes more and
more bills with fiscal impact that take money, and until the Legislature is willing to stop doing that
and start removing things off the books, more and more money is going to be required. He said his
point was that each bill passed puts the state further "into the soup," making it difficult to address
important public policy issues on funding, and including additional potential tax relief. He added
that tax relief must be done in a strategic manner. Not counting H 95aaS, he said the Legislature
spent $23 million in tax relief bills this year, and not counting the additional ratchet in the grocery
tax credit. He said that if a surplus eliminator was going to be discussed, he was reluctant and he
didn't know how this Legislature was going to do everything it wanted to do. Chairman Brackett said
that was a good primer in elementary budget issues, and he affirmed that members needed to be
mindful of that. Senator Brackett put a hold on H 310 with members' consent.

Chairman Brackett brought up the surplus eliminator, and he yielded the discussion on this to
Representative Vander Woude, who said this draft (DRKAG275) dated Thursday, April 9, 2015 at 8:32
AM) was intended to put more money into roads. He explained that money left over at the end of
the year, cash on hand in the General Fund, would go to the Strategic Initiatives Program, and he
described what the program could be used for. He said the draft language would make sure that
all emcumbrances and everything that has to be paid is accounted for before a number is arrived
at. He noted that if there is a cash balance available, 50% of that cash balance would go into the
Strategic Initiatives Program and 50% would go into the Budget Stabilization Fund. He said the draft
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included the balance on hand required by JFAC, so the account is not cleaned out. He said the
Budget Stabilization Account Fund would be grown at a higher rate because it will get its $30
million, as it normally does, but then 50% of growth will be added. He said that in the past, there
was a cap on the balance but the cap would be taken off so the fund would be allowed to grow
faster. This would build up reserves a little faster, in case of a downturn, and also put some money
toward transportation. ITD already has the Strategic Initiatives Program in their network, so this
would fit into the greatest needs determined by ITD.

Chairman Brackett referred to page 8 in the "Idaho Transportation System Primer" dated February
2015, a copy of which is on file in LSO. He asked where the Strategic Initiatives Program fit into
the diagram showing flow of state and federal transportation funds. Chairman Brackett explained
that public testimony would not be heard in this committee, but that members could yield to a
person who may have expertise on the subject being discussed, and he asked Ms. Molly McCarty,
Governmental Affairs Manager, ITD, to yield to that question. Ms. McCarty explained that the
Strategic Initiatives Program was not listed in this primer, since the booklet contained fiscal
information. He said ITD has a basic program, referred to as the STIP or ITIP, a program of projects;
the vast majority of those projects in that program are basic maintenance of pavement, bridges and
systems determining correct times to do projects. She added that a smaller amount of money is
also set aside for strategic initiatives and that is in line with ITD's strategic plan, focusing on safety,
mobility and economic opportunity. She described programs that might rate high in the program
ITD has for strategic initiatives. Chairman Brackett asked if that program deals exclusively with ITD
and not locals. Ms. McCarty affirmed that it was ITD's program. Chairman Brackett asked if STIP
was an ITD program, so putting money directly into this Strategic Initiatives Program bypasses the
highway distribution account, going directly to state highways, and Ms. McCarty affirmed that to
be her understanding.

Senator Cameron referred to DRKAG275, pointing out that on page 1 of that draft, subsections (a)
through (e) list specific criteria. He asked if Ms. McCarty saw anything different from the current
Strategic Initiatives Program. Ms. McCarty agreed that DRKAG275 had the basic elements of safety,
mobility, economic opportunity, basic repair and maintenance of bridges, and purchase of public
rights-of-way. She said her expectation was that the Transportation Board, which ultimately made
decisions, could look at this draft and evaluate those things in terms of the Strategic Initiatives
Program and would continue to weigh projects to best benefit the state.

Senator Cameron asked Representative Vander Woude if he viewed the language as different from
the current ability to use the account. Representative Vander Woude said he thought the intent was
very similar to ITD's Strategic Initiatives Program, so ITD would have its own rating system, and that
ITD could be trusted to do this in a proper manner. Senator Cameron asked if the intention was
that the state would meet all obligations, including fires and those types of expenditures, and then
indicate the appropriate amount of money necessary to be carried over for the following year's
budget. Representative Vander Woude answered that was definitely the intent. He reiterated that
this would only be money left over after all bills had been paid. He said if next year's budget comes
in and revenue is lower than projected, then there would not be any movement on these accounts.
Senator Cameron asked whether, in the event of an emergency, the Governor would have the ability
to disburse funds, prior to the July 1 date. Representative Vander Woude said he thought the Budget
Stabilization Fund was available for emergencies or shortfalls. Ms. Cathy Holland-Smith clarified that
the obligation would be taken care of, but the timing would be changed. She said when it comes to
declaring and funding relief for a disaster, the Governor's choices are fairly limited, and the Governor
would have to ensure that all obligations made under appropriation statutes were covered, and then
he could get resources. He would have more access to the Budget Stabilization Fund than he would
to the General Fund, and Ms. Holland-Smith offered to clarify that more specifically for the members.

Senator Cameron asked about the change in timing, if DRKAG275 would be in place ahead of the
end of the fiscal year, possibly impacting this fiscal year's numbers. Ms. Holland-Smith answered
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that it would, that being part of the intent. Senator Cameron asked why use the Strategic Initiatives
Program rather than the Idaho Highway Distribution Account. Representative Vander Woude
answered that this was one-time money, not ongoing, so if put in this fund, it would not be a
pretext that it be ongoing, since it would depend each year how much is left over. Senator Cameron
said that one-time expenditures are watched diligently versus ongoing, but added there can be
one-time money in the Highway Distribution Account. Senator Cameron asked why the locals and
the highway districts, who are strapped for cash, should not be able to participate in the distribution
of the surplus eliminator, rather than just the state system. Representative Vander Woude said he
thought that the need in ITD was stronger than in the local districts, adding that was why the 60-40
split on the other money, to try to get more money to the local districts. Chairman Brackett said he
thought that $262 million was the total need, including the whole statewide transportation system.
Representative Palmer stated that sometimes local highway districts are very small, with major
monetary fluctuations, and could be a problem dealing with projects for ITD, pointing out that ITD
projects were statewide with programs in place 4-10 years out from where money will be needed.
He said locals do not always have that option, so fluctuations make a big difference between ITD and
local districts. Chairman Brackett commented that ITD is a statewide system and he suggested that
many locals have these same needs, and to cut them out was inherently problematic, in his opinion,
since all citizens contribute to the General Fund. He added that there is no doubt that the money
would be used wisely. He noted that the McClure Center survey asked: "Do you think the local or
state system is in better repair?" The answer was that generally, local systems were not as good as
state systems. He said he believed that highway systems should be seamless from one jurisdiction to
another, regardless of where a road is in the state. He asked if the members would be receptive to
putting the money being discussed on the surplus eliminator concept into the Highway Distribution
Account, so that instead of going directly to the Strategic Initiatives Program, it would go directly to
ITD. Just for the sake of conversation, he added that it would not include ISP. Potentially the 40-60
split, as far as one-time money being a problem, was not a problem for ITD, having "shovel-ready"
projects, as did locals. He commented that locals do not get much, but what they get is perhaps
even more important than money to the state, since they sometimes have to save for years for a
project, using it very wisely and efficiently. Representative Vander Woude said he would have to talk
to colleagues about the acceptability of that proposal. If $100 million was raised with gas tax, locals
would get 40% of that, reminding that the locals would get substantially more than in the past. He
did acknowledge the need for local road repairs and maintenance. Representative Erpelding said
he was in agreement with Senator Cameron on this issue, assuming that the Strategic Initiatives
Program section was adjusted to include transportation funding projects from both local and state,
based on a competition basis. He asked if an environment could be created where local and state
highway funding applications were considered out of this account, instead of limiting it to ITD. He
said a local highway district could work with LHTAC to come to this program with a proposal for
emergency repairs and, if granted, work could move forward. Chairman Brackett said he thought
that would take a different fund than this program; in the event this program was used, it would
require a modification. Representative Vander Woude asked if the ITD Director could respond as
to whether local highway districts would be able to apply for funds from this program. Chairman
Brackett asked Director Brian Ness, ITD, if he would yield to this question, and he replied that right
now the Strategic Initiatives Program is part of the distribution that comes to ITD. Those particular
funds are set aside to target projects improving safety, mobility and the economy in different
parts of the state. Director Ness said he understood that money would go into the state account,
limiting those funds to state highways. He added that he thought the legislation was on the right
track and, if run through the distribution, those funds might be watered down and would lessen
the number of meaningful projects. He added that ITD has federal safety funds and, in the past,
those were targeted to only the state highway system, but now they look at where that money
would do the most good for the entire transportation system. Senator Cameron said that one item
for discussion was where the money goes, into what account. He said he needed time to grapple
with the effect, since the state is blessed with a carry-over surplus into the next year. If this bill
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passed, it would change the green sheet from $70 million down to $39 million, which then would
impact the following year's budget. The dilemma was, assuming no other bills pass, that there was
an estimated carry-over in 2016 of $4.4 million, and he wondered how to set the fiscal budget for
FY 2017 with very little carry-over, and he said he needed time to think about that. He said he also
needed time to see how this would affect agencies' ability to ask for supplementals.

Chairman Brackett put the committee at ease for a lunch recess at 12:07 p.m. and reconvened at
12:43 p.m.

Chairman Brackett said that the issue in question before the lunch break was DRKAG275 and he
asked if the committee would be receptive to including locals in the surplus eliminator fund. He
commented that short of something else, it would go into the Highway Distribution Account, minus
ISP, 60-40. Representative Palmer replied "no." He said that the goal, once they come up with
something is to get it out of the caucus and onto the House Floor for a vote to get it passed, and he
said if the funding mechanism was changed, that would not pass, in his opinion. Senator Cameron
asked whether that extended to the account by which the money would be received. Representative
Palmer answered that it would and Senator Cameron asked if he would help him understand why.
Representative Palmer replied that the money could range from nothing to $30-40 million, up and
down, and that cannot be shifted if it's split up, watered down, and won't do anyone any good,
giving 40% of the rest of the money to locals. He warned that House members would not go too far,
believing that this is what they could get passed. Chairman Brackett offered an alternative approach
for consideration, to create a new fund similar, but separate, to the Strategic Initiatives Program. He
said all of the surplus eliminator money could go into that new fund and be controlled by 60-40
representation, 60% (state) and 40% (locals) and would be on a real system-wide needs basis by
application and decisions could be made by professionals. A non-binding straw poll was taken and
the vote was 4-2, which was not a majority in each committee. He asked for further discussion on
DRKAG275 and Senator Cameron commented that Representative Vander Woude was very articulate
and capable of convincing members of his caucus that this is the best deal going forward. Senator
Cameron said if he was going to give, in that direction, on the use of General Funds, he would first
have to believe that the ability of the Legislature is not going to be harmed in providing necessary
services and education to children. He said he believes this approach is fairly creative and does
get the state there. He added that his sticking points were the location of where that money is
distributed. Locals pay taxes and local entities should be blessed, in his opinion, by any windfall that
may show up. He said he understood that it would be easier for ITD to handle funds, but that didn't
mean that if locals got an extra $10,000, they wouldn't know how to use it. He asked what the level
is by which additional revenue is going to be raised; that is the sweet spot mechanism for what
locals are receiving based on the willingness to raise additional revenue.

Chairman Brackett said he talked to a local during the lunch break and he shared that the discussion
was about an old bridge with wooden pylons that allows access to a farm and several dairies. He
added that it is weight restricted, and there are issues getting products in and milk out; if that
bridge failed, it would require driving hundreds of miles to get out. He said he thought that if left
to professionals, they would be in a position to assess the greatest need and make appropriate
decisions and allocations accordingly. He commented that he thought this would be better than
going through the distribution account where funds would get watered down a lot. If there was
an account that could assess the greatest needs over the entire system, regardless of jurisdiction,
those decisions by professionals, he said he liked that idea more and more. Rep. Palmer said if
they got $1 million and it was split up, he asked what good that $1 million would do. Chairman
Brackett responded that it would be split up a lot, but if put into a new fund where it wouldn't be
split up and subject to application and approval by professionals, the greatest needs would be met,
regardless of jurisdiction. He added that this would more effectively address needs on a prioritized
basis, whether state or local. Senator Lacey said that in rural areas, even $5,000-$10,000 can make a
big difference in repairs and would save a lot of money over time, so even smaller amounts could

LEGISLATIVE CONFERENCE COMMITTEE
—Minutes—Page 9



be put to good use by locals. Representative Erpelding said he supported ITD and what Director
Ness said, viewing the transportation system as a full system, not limited to just state roads, but
local roads as well. He said that the way this is currently written, state strategic initiatives would not
address needs across the entire state. He said he thought there was a problem with significant
dilution if it goes into a standard highway distribution account, as well as potentially being extremely
volatile in terms of revenue coming into the account. He noted that there should be reasonable
access in small communities for small repairs through an application process.

Senator Brackett put the committee at ease, recessing at 1:00 p.m., and they reconvened at 1:38 p.m.

Senator Cameron said that since this discussion had progressed into local highway districts, under
rules of the Senate, Senator Cameron disclosed that he had not had any conversation with lobbyists
representing local highway districts, or even with any local highway districts this session, but he
disclosed that his office, as a partner, does some work with a few local highway districts. Chairman
Brackett said that as the issue has evolved and shifted to the subject of local roads and local highway
districts, pursuant to Senate Rule 39, he may have a potential conflict of interest. He said his son and
brother are commissioners of a local highway district, and he requested that the record reflect that.

Ms. Katharine Gerrity, LSO Research Analyst, was asked to reiterate the committee's suggested
changes to DRKAG275, page 1, Section 1, line 18 (1) and she read: "The Idaho transportation
department shall establish and maintain a strategic initiatives program. The purpose of the program
is to fund transportation projects that are proposed by the department's six (6) districts and local
highway jurisdictions. Proposed projects shall compete for strategic initiative program selection
and funding to be awarded by the board on a statewide basis based on an analysis of their
return on investment as determined by a scoring process established by the board relating to the
following categories." In paragraph (b), line 27, she added: "Mobility, including projected traffic-flow
improvements for freight and passenger cars and safe routes to schools."

Chairman Brackett invited comments. Representative Palmer said he had reservations but would
support those changes in this committee, warning this could be on shaky ground as to getting it
passed on the House Floor. Chairman Brackett added that in terms of implementation, to clarify, it
seemed to him not realistic to have locals competing for project money that was in ITD's Strategic
Initiatives Program. He suggested that there be a Pot A (an existing pot) and Pot B, going through
a ranking system for ITD projects. Local projects would not be considered in Pot A, and once
Pot A money is expended, then Pot B could pay for state projects not funded from Pot A, but
could be considered from Pot B. He said Pot B would be the new money coming from the surplus
eliminator fund, but then also local projects could compete in that pot and be scored the same as
ITD projects, but wouldn't be eligible in competition with Pot A funds, which had been and would
continue to be ITD funds.

Representative Vander Woude said that he trusted ITD to do what's right with the money put into
the fund, rather than trying to micromanage two funds separately. He said he believed that ITD
would give the locals a fair look at things, realizing the intent of this language, allowing ITD flexibility
in administering the funds. Chairman Brackett said he was trying to be considerate of the state,
since locals were not eligible to compete for the state money, so even if they chose not to adopt the
implementation outlined, he said he trusted ITD to consider that in the implementation, without
micromanaging, trusting there would be a fair and equitable process.

Senator Cameron said the changes were acceptable to him, as long as there is an appropriate
revenue number generated. Representative Vander Woude moved that they accept DRKAG275 with
corrections, asking if there should be a straw poll. He wondered if everything would be combined
before there was a vote. Chairman Brackett said the committee would eventually end up there,
but procedurally, he put a tentative okay on all of DRKAG275.

Chairman Brackett said there was concern about the amendments to H312aaS, the major concern
being the amendment to the fuel tax. The amendment, he said, says 4 cents (on and after July 1,
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2015), 4 more cents (on and after July 1, 2017) and two cents (on and after July 1, 2019) totaling
10 cents. He asked for comments and Representative Palmer said he thought 5 cents sounded
good. Senator Cameron said he thought that Representative Palmer had already voted for 7 cents,
so he thought 7 cents was the floor, and Senator Cameron thought that, given the effects on the
economy and the need, he didn't think that legislators in the future wanted to deal with this again
in four years. He encouraged the House members to consider 4-3-2, since 4-4-2 was unacceptable
to them. He said he thought that future adjustments do need to be made so this doesn't have
to be addressed again in 4 years. He noted that the other alternative was to set a number that
the House members were comfortable with and tie that to an index, such as the National Highway
Construction Cost Index. Senator Cameron handed out the index, crediting Senator Johnson with
supplying the information. He said he thought that a stepped process needed to be implemented
with an index kicking in at some later point.

Chairman Brackett put the committee at ease at 1:53 p.m. and they reconvened at 2:20 p.m.

Representative Palmer thought there may be problems with distributors, dealers, tankers and
people at the end trying to make calculations, since fuel prices change rapidly. He said he didn't
think they could go with an index.

Chairman Brackett commented on the index by saying that Russ Westerberg, a House member in the
late 70s, said his father was on the House Transportation Committee and one of the first stories he
heard when he arrived at this Legislature was that they were contemplating raising the fuel tax.
They appointed a subcommittee that met and the recommendation was to index the fuel tax, but
the full committee rejected that recommendation and added 2 cents, and the rest is history. He
asked the committee to understand the difficulty of indexing the fuel tax, but he also pointed out
the desirability of doing it.

Chairman Brackett asked for comments on the proposal for 4 cents now and 2 cents later. Senator
Cameron expressed his appreciation for consideration of the index and said he wished they had done
something like an index back in 1996. He said he thinks that people get confused, naturally thinking
of CPI (consumer price index), and if people study this index, it doesn't always go up, it actually
stays with the actual cost. He said he understood the concern of various entities and having to reset
prices, but he thought that could be handled by adjusting once a year or every 2-3 years, or do a
3-year rolling average. There are ways to smooth that transition, he said. He asked members not to
bury the index too deeply, since he believed this would need to be addressed in the future, and the
sooner it is addressed, the better it is for others. As to revenue, he noted the Senate, in looking at
the $262 million shortfall, wanted to generate about $125-$150 million in revenue. He thought that
this committee could agree that 4 cents was a reasonable first step, the Senate amendment being
4-4-2, and he now countered that idea with 4 (1st year), 2 cents (in two years), and 2 cents (in
four years) and 2 cents (in six years), totaling 10 cents to generate the same level of dollars. He
acknowledged that he knew the House was willing to pass 7 cents, having already voted on that.
Representative Palmer said that there are two completely different groups of people voting for this
bill than the other bill; the reason they voted for that 7 cents was because it was a major tax cut,
including grocery tax, and now the bill is not the same as previously voted on. He said that in his
opinion seven cents would not be approved by the House unless there was also some sort of tax
relief. He commented that now we're talking about adding taxes, with no tax cuts on the table. He
said he thought perhaps they should revisit the grocery tax credit or taking the tax off groceries
because that is where the House was able to pick up votes in order to pass the gas tax increase. He
guaranteed the House votes were not there now, with the Senate amendments.

Representative Erpelding said he appreciated that comment and perspective, since tools were
needed to sell this. The House had introduced a tax reduction package on the same day as this
meeting, a grocery tax credit, and he thought some members may still want that. He added that
since members had voted for $23 million in tax reductions this year already, without H 95aaS, he
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believed that legislators could leave this session saying that major issues facing the state had been
addressed including education funding, teacher salaries, tax policy (not as much as some would like),
but it was done piecemeal, rather than an overall policy, and now the transportation problem was
being addressed. Representative Erpelding commented that if transportation is not addressed, it will
only get worse and make the increase in the next 2 years even greater.

Senator Cameron said he thought that if the House could go 4-2-2, that would be close to the
Senate's bottom line, lower than the Senate wanted but higher than the House preferred. He added
that with the General Fund being used, this would make a major dent in the transportation shortfall.
Chairman Brackett asked for comments on Senator Cameron's proposal of 4-2-2, totaling 8 cents in
the next 4 years. Representative Vander Woude emphasized that the 7 cents the House voted on and
passed was couched in a totally different bill, adding that 4-2-1 might pass, if not going more than 6
years out, believing that 8 years out was too far. Senator Lacey agreed that the bill being discussed
is now a different bill. He said transportation money had to be generated; so, with the budget
eliminator, he thought that went a long way toward what the House might pass. Senator Cameron
said that 1 cent generates $9.1 million, so 7 cents only generates $63 million by itself. In the
amendments by the Senate, $91 million would be generated. Senator Cameron asked Representative
Vander Woude if, in his proposal, he was concerned about 6 years. He asked Representative Vander
Woude if he would consider 4-4 (4 now, 4 in 2 years) and not put as much money up front.
Representative Vander Woude said he thought he would start losing caucus members at 8 cents.
Representative Palmer said he thought that votes would be lost at 8 cents, wanting to stick with
6 cents, but then suggested 4-2-1. He agreed to support 4-2-1 at this point. Chairman Brackett
suggested going at ease in order for the Senate members to check with their caucus.

Chairman Brackett put the committee at ease at 2:30 p.m. and reconvened at 3:57 p.m.

Representative Vander Woude added that after talking to some House members, there was still
angst about the local jurisdictions. Chairman Brackett said that the committee would now go
through H312aaS again, since members were in partial agreement on some sections and agreed on
other sections, but no official votes had been taken at this point in the meeting. Chairman Brackett
invited comments on his suggestion that the committee recess for the evening and meet again at 8
a.m. on Friday, April 10, 2015, in Room WW17.

Senator Lacey said he thought that was a good idea, allowing time to think this over and agreed
that road maintenance needed to be funded. He thought that agreements had been very good, but
he felt badly that locals might be left out since they were also paying into this fund.

Chairman Brackett thanked the House colleagues for their good effort; he expressed concern about
what could get passed by the House. There had been challenges on the Senate Floor also, and he
hoped that the House could be respectful of that. He invited further comments.

Senator Cameron said he appreciated and thanked the House members for what they had done.
He emphasized that he did not agree to serve on this conference committee to fail. He said he
thought that if it failed, it would be a disservice to the state, to the state's economy and to the
children who would end up picking up the tab down the road. He expressed regret at having
prolonged this session beyond where it needed to be, feeling frustrated. He had passed out a paper
showing the tax relief amount in bills passed this session and he felt that was not being given due
credit, those being real dollars that impacted budgets. He said his instructions were clear, that the
Senate wanted to make a significant dent in the shortfall for transportation, and they believed the
information that said if this isn't done now, it will cost much more in the future. For the Senate, he
said that meant that the funds generated needed to be in the range of $125 million. In order to
reach that amount, counting H 95aaS and working it backwards, that meant that to reach $110-$115
million, the only way was with a more aggressive registration fee, since what was proposed was not
aggressive enough, if that difference was not going to be made up with an increase in the gas tax.
If this committee wanted to go with the registration package summarized by Chairman Brackett,
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generating about $23 million, that would bring the gas tax increase to 10 cents. He emphasized that
he was not willing to go to the General Fund or to do the surplus eliminator unless there was a
significant increase in the gas tax. That was where the Senate was, so he thought that perhaps
cooling off was appropriate, to come back refreshed on Friday morning.

Chairman Brackett said there was a motion on the table, seconded by Senator Lacey, that the
conference committee be adjourned until 8:00 a.m. on Friday morning, April 10th, and there was
no further discussion. A roll call vote was taken; the Senate vote was 3 ayes and 0 nays, and the
House vote was 3 ayes and 0 nays. The motion passed by both committees unanimously, and the
meeting was adjourned at 4:09 p.m.
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