
 

 

 
First Meeting LCR 1 & 2 
2008 Interim State Capitol Building 
June 19, 2008 Pierre, South Dakota 
 
Thursday, June 19, 2008 
 
The first meeting of the South Dakota Highway Needs and Financing Committee was called to 
order by the Chair, Senator Cooper Garnos, at 9:08 a.m. (CDT) in Legislative Conference 
Rooms 1 and 2 of the State Capitol, Pierre, South Dakota. 
 
A quorum was determined with the following members answering the roll call: Senators 
Cooper Garnos (Chair), Alan Hoerth, and Jim Peterson; and Representatives Dan Ahlers, 
Jamie Boomgarden, Jim Bradford, Tom Hackl, Shantel Krebs, Gordon Pederson (Vice Chair), 
J.E. “Jim” Putnam, and Mike Vehle.  Senator Jerry Apa and Representatives Garry Moore, 
Kristi Noem, Ryan Olson, Val Rausch, and Hal Wick were excused.  
 
Staff members present included: Dave Ortbahn, Principal Research Analyst; Fred Schoenfeld, 
Chief Fiscal Analyst; and Lisa Shafer, Legislative Secretary. 
 
(NOTE: For purpose of continuity, the following minutes are not necessarily in chronological 
order. Also, all referenced documents distributed at the meeting are attached to the original 
minutes on file in the Legislative Research Council (LRC)). 

 
Comments from the Chair 

 
Senator Cooper Garnos thanked the staff and the various departments for helping to get the 
committee started. To have a productive committee, members will ask tough questions, and 
he requested that the committee be held in a respectful manner.  
 

Comments from the Vice Chair 
 
Representative Gordon Pederson said that the United States government does not do 
anything unless there is a crisis. The service transportation system is broke. In the next 50 
years, the population is estimated to increase by 120 million, and the people will demand a 
good highway system. The gas tax and wheel tax system is about 30 years behind schedule 
for the needs. A national revenue survey states that a 50% increase in revenue within the next 
5 years is needed. The problem is too large for the state alone, and the federal government 
should be part of the solution.  

 
Comments from Staff 

 
Dave Ortbahn, Principal Research Analyst with the Legislative Research Council, told the 
committee that included in the packet mailed to the members prior to the meeting were issue 
memos from 1997 that provided good background history of highway needs and revenue 
sources for highway needs. Also mailed was the legislation that was passed by the 1999 
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Legislature which increased the fuel tax and motor vehicle license fees. The tax and fees have 
remained unchanged since then.  

Scope of Interim Study 
 
House Bill 1315 from the 2008 Legislative session would have created a task force for South 
Dakota Highway Needs and Financing. The scope of study outlined in House Bill 1315 is what 
the Executive Board adopted as the scope of study for this committee. The scope of study was 
mailed to the committee members prior to the meeting.  

 
Highway Revenues and Distribution 

 
Deb Hillmer, Director of the Division of Motor Vehicles, Department of Revenue and 
Regulation, distributed to the committee a handout entitled “FY 2007 Highway Funding: State, 
County, City, Township” (Documents #1).  
 
The last fee change occurred in 1999. At that time, cars, pickups, and vans increased on the 
average of $12 per vehicle, non-commercial gross increased by $5.50, and motor homes 
license fees increased by 50%.  
 
Ms. Hillmer said that page 4 of Document #1 outlines the history of motor fuel and special fuel 
taxes. The first tax on gasoline occurred in 1933. In 1997, there was an increase of motor fuel 
and special taxes for an eighteen-month period to repair the roads from the flooding.  
 
Compared to other states, the fuel tax in South Dakota is about average. West Virginia just 
implemented a fuel tax increase, which makes them the highest at 32 cents per gallon.  
 
In 1984, South Dakota changed the taxing mechanism from a 3% tax on the purchase price to 
a 3% tax on the trade difference, which was implemented on both new and used vehicles. 
There was a slight drop in revenues from the motor vehicle excise tax in 2005-2006, but has 
been steadily increasing as the price of vehicles increase.  
 
For FY07, the gross collection for the motor fuel tax was $134,090,950. After subtracting 
refunds, administrative costs, the Conservation Commission appropriation, allowance for 
suppliers, tribal motor fuel refunds, IFTA refunds, snowmobile trails payments, and parks and 
recreation payments, the total net to the highway fund was $116,177,453. In response to 
Senator Peterson’s question, Ms. Hillmer said that IFTA refunds are tax collections that need 
to be refunded to other jurisdictions.  
 
The total vehicle excise tax for FY07 was $57,580,860. It is comprised of the excise tax, a 
4.5% gross receipts tax on rental vehicles, and the excise tax on prorated vehicles. A few 
years ago, South Dakota created the mechanism to allow for a gross receipts tax on rental 
fleet vehicles. The prorate excise tax is collected from interstate motor-carriers, and the 3% tax 
is retained (in state) based on the percentage of miles traveled in South Dakota. 
 
Of the revenues collected from the non-commercial license fees, the majority (54%) is 
distributed to the Local Government Highway and Bridge Fund. The remaining 46% is divided 
among the County and Road Bridge Fund (22.5%), County Special Highway Fund (14%), 
Municipalities (5%), License Plate Revolving Fund (2.5%), and the Motor Vehicle 
Administrative Fund (2%).  
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For FY07, the total amount of motor vehicle license fees was $60,574,489; which were 
collected by both the county and the state. Of the fees collected by the county, 58.5% is sent 
to the state and then distributed to the Local Highway and Bridge Fund (54%), State License 
Plate Revolving Fund (2.5%), and the State Motor Vehicle Fund (2%). The county retains 
41.5% of the fees collected by the county which are distributed to the County Road and Bridge 
Fund (22.5%), townships (14%), and the cities (5%).  
 
The state collects the prorated license fees and distributes 58.5% of the revenues to the Local 
Highway and Bridge Fund (57.0%), State License Plate Revolving Fund (1%), and the State 
Motor Vehicle Fund (0.5%). The remaining 41.5% of the funds are distributed to the County 
Road and Bridge Fund (54%), Township Special Highway Fund (34%), and the cities (12%).  
 
Ms. Hillmer reviewed other revenue that is distributed to the State Highway Fund ($3,205,824), 
the License Plate Revolving Fund ($208,183), and the Motor Vehicle Fund ($2,328,968), from 
tractor registration fees, cab cards, permit fees, duplicate plate fees, and title, lien and penalty 
fees. The total collection for the State Highway Fund, which includes collections for the motor 
fuel tax, the vehicle excise tax, and other fees was $176,964,137 for FY07. 
 
Regarding counties with a wheel tax, Ms. Hillmer said that the estimated revenue collected 
was based on the rate weight and the number of vehicles registered in the county at that time.  
Ms. Hillmer said that there are about 30 plus counties in South Dakota that have a wheel tax 
at this time.  She noted the list of the counties with a wheel tax in FY 2007 and the delineation 
of the wheel tax for each county appears in Document #1. 
 
Ms. Hillmer briefly compared the license fees for similar passenger vehicles in South Dakota to 
those in North Dakota, Minnesota, Nebraska, Iowa, and Wyoming. (Document #2) 
 
Representative Tom Hackl asked if gas consumption will go down or stabilize if the motor 
fuel tax is increased.  Ms. Hillmer said that projections have not been done at this time.  There 
is a large-scale discussion nationally on how to fund highway systems and how to tax electric 
vehicles.   
 
Representative J.E. “Jim” Putnam commented that the gas tax rate in the various states 
does not seem to change the price of gas.  Based on that, Representative Putnam wanted to 
know why there is resistance to increasing the gas tax and questioned whether it would make 
a difference in the price of gas.  Ms. Hillmer said that Wyoming has other mechanisms by 
which it generates revenue to keep its gas tax lower.  She said that there are many pieces to 
the puzzle with this issue.  Representative Putnam said that there seems to be resistance in 
South Dakota to change in the gas tax, but if citizens were made aware that a change would 
help repair the state’s roads and bridges, and that even if the tax would increase the price of 
gas, it will eventually be consistent with the rest of the nation.   
 
Representative Pederson said that he remembers when the gas tax was 8 cents and 
expressed agreement with Representative Putnam that no one likes a tax increase, and the 
benefits of such a tax has to be stated to the citizens of the state.  Representative Pederson 
commented that the excise tax has not changed since 1967.  Ms. Hillmer said that over $15 
million would be generated if the excise tax increased from 3 cents to 4 cents.   
 
Regarding Mr. Ortbahn’s question about increasing revenue from motor vehicle license fees, 
Ms. Hillmer said that about 1.2 million vehicles have been licensed in the state.  There has 
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been a large increase over the years of the number of vehicles titled and licensed in South 
Dakota.  She said that if a person is a South Dakota resident, that person registers in the 
county of residence; if a person is a nonresident and is not a resident of any other state, that 
person can register in any county.  There are many reasons for people to register their 
vehicles in South Dakota.  Ms. Hillmer said that she would provide a breakdown of vehicles 
over and under five years, as requested.   
 
Representative Putnam said that people from other states are registering their vehicles using 
South Dakota’s system. He asked if South Dakota complies with other states’ requests for 
information regarding that practice. In response, Ms. Hillmer said that the department does 
share that information if persons are trying to avoid a tax in their resident state, but it is not 
obligated to do so.   
 
Representative Hackl talked about a competitive disadvantage around the Mobridge area 
caused by the Standing Rock tribe not having a motor fuel tax agreement with the state, thus 
allowing people to go across the river and get gas for 10 cents less which creates a 
competitive disadvantage.  He asked what steps were being taken to get all tribes in an 
agreement to collect the motor fuel tax.  Ms. Hillmer responded that the department is working 
hard to get all tribes in an agreement.  She commented for a person to buy fuel at a lower 
price, the person needs to be a member of that tribe and living on the reservation.  
 
Senator Cooper Garnos said that, as the price of gas increases, there could be less 
consumption.  He said that environmental issues also come into play. He asked Ms. Hillmer 
what options there are other than to raise the motor fuel tax.  Ms. Hillmer said there are some 
things that should be discussed, including exemptions, and said that maybe it is time to look at 
all the motor vehicle licenses and fees.  
 
The committee recessed at 10:14 a.m. and reconvened at 10:30 a.m. 
 

South Dakota’s Highway System 
 
Darin Bergquist, Secretary of the Department of Transportation (DOT), presented a 
PowerPoint presentation showing the background information of the department (Document 
#3).  In discussing the document, Mr. Bergquist explained how the department works, 
revenue, and the highway challenges that the state, the department, and local governments 
face.  Mr. Bergquist stated that the challenges are not easy because South Dakota, other 
states, and the nation are in a crisis of maintaining and building highways.  He said that he 
hopes to engage in a discussion with the committee concerning those issues.  Mr. Bergquist 
said that when the committee next meets, he will focus on a detailed presentation of the needs 
in South Dakota and provide a menu of available options, which may be particular to South 
Dakota, other states, and national trends. 
 
Mr. Bergquist listed the following among the challenges faced by South Dakota: 
 

• State highway funds have declined in recent years; 
• Future federal funding is uncertain both short-term and long-term; 
• Costs are inflating at an unprecedented rate; and 
• Highway needs greatly exceed existing funding availability, resulting in the continued 

deterioration of highways and bridges. 
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Mr. Bergquist said that all roads in South Dakota are in the functional classification.  The 
highest density of roads is in the eastern part of the state.  Mr. Bergquist addressed the items 
to be considered when placing highways on the state trunk system (SDCL 31-4-1).  Mr. 
Bergquist also discussed a comparison of state and local bridges including the number of 
bridges and the amount of deck area. He indicated that 72% of the bridges in the state were 
local bridges, but 60% of the deck area of all bridges were on state bridges. He said that the 
vast majority of the miles traveled is on the state highways.  Annual vehicle miles of travel by 
jurisdiction in calendar year (CY) 2006 were as follows: 
 

• Federal 83 million – 0.9% 
• State  5.838 billion – 68.7% 
• Municipal 1.284 billion – 15.1% 
• Township 272 million – 3.2% 
• County 1.026 billion – 12.1% 

 
Mr. Bergquist said that the heaviest truck vehicle miles of travel are on the state system, and 
that is projected to increase.  In CY 2006, there were 928 million heavy truck vehicle miles of 
travel on the state system, which is 76% of total heavy truck vehicle miles of travel. In the 
same year, there were 299 million heavy truck vehicle miles of travel on other roads and 
streets, which is 24% of the travel. 
 
Shipments from South Dakota by truck are higher than by rail.  The number is expected to 
increase and could triple by 2035. 
 
Representative Putnam said that the South Dakota Legislature has allowed multi-axlr trucks to 
ruin the state highway system.  He asked whether some other measure should be instituted.  
Mr. Bergquist said that he does not have that information today but will provide it at the 
September meeting.  He said that the issue needs to be reviewed. 
 
Responding to Representative Shantel Krebs, Mr. Bergquist said that the shipment by truck 
information only refers to shipments that originate in South Dakota. 
 
Mr. Bergquist said that there is a misperception that federal funding is the cure-all for the 
challenges faced by highway funding.  Included in Document #3 is a pie chart denoting the 
federal fiscal year 2009 federal funding allocations, of which 76% goes to use on state 
highways.   
 
Representative Putnam said that South Dakota does have problems meshing the federal fiscal 
year to the state fiscal year and that should be addressed.  Mr. Bergquist said that it does 
create challenges, but that he is not certain that changing the fiscal year will address or cure 
the problems the state has regarding highway funding. 
 
Continuing his presentation, Mr. Bergquist said that federal funds are not free; the state 
usually has to provide a 10-20% state match. 
 
Senator Peterson asked how many federal funds were earmarked.  Mr. Bergquist said that he 
does not have the specific dollar amount, but will provide that information. 
 
Responding to Representative Mike Vehle, Mr. Bergquist said that South Dakota has always 
been able to set aside enough monies to match all of the federal highway funds available to 
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the state. He further commented that federal earmarks have been passed onto the states that 
do not always correlate to the state’s needs or priorities.  These states may then turn back the 
funds due to differing priorities or not having enough state funds to match.  This hasn’t 
happened in South Dakota. Mr. Bergquist said that the department has a good relationship 
with its congressional delegates, and the earmarks are usually for projects that the state has 
identified and are part of the transportation improvement program. 
 
Representative Hackl inquired whether the department will be able to match all federal funds 
in the future even though the state highway fund has been declining in recent years. In 
response, Mr. Bergquist said that depends since the state does not know what federal funds it 
might receive in the future.  If the federal highway program was increased to the point that the 
state would need to match more federal funds, then the state would have a problem.  At the 
current level, the state is able to match all federal funds.  
 
Mr. Bergquist addressed the dollars collected in the State Motor Fuel Fund.  He said that the 
department is slightly ahead of last year.  Due to rising gas prices, for the first time nationwide 
there has been a decrease in the miles traveled in the country.  South Dakota has seen about 
a 3% drop in the miles traveled—down about 1.5% from one year ago.  The state motor 
vehicle 3% excise tax has increased almost 10% over last year.  One reason could be the 
increased prices of motor vehicles, which has been increasing every year. 
 
Mr. Bergquist discussed a history of total highway fund revenues from FY 2003 to FY 2008.  
He explained how state highway funds get diverted from use on our highways. Mr. Bergquist 
explained there are three types of diversions. One type of diversion would be funds that go for 
administrative costs to collect the taxes. A second type of diversion would be revenues not 
collected, like the two cent break on the taxation of ethanol blends. The third type of diversion 
would be appropriations out of the state highway fund for non-state highway purposes. He 
included in FY 2007, $48,827,205 was diverted from use on state highway – that was 42% of 
fuel tax revenues. 
 
 
Mr. Bergquist addressed how the department uses funds that are made available to the 
department, specifically the state funds.  Mr. Bergquist said that the funds are used in three 
general areas:  operational, preservation, and system improvements. He commented that 
inflation in the past four years for operational materials was significant and inflation is now 
greatly limiting the department’s ability to perform services. These increased costs have forced 
the department to make some cuts in the FY 2008 budget – like suspending the 90/10 swap 
program for local roads. He briefly explained the 90/10 swap program. He indicated it was a 
good program if state funds are available to fund it. It took a commitment of $17 to $18 million 
of state funds to operate the program. He indicated cuts were made to the highway patrol, 
industrial park roads, and park roads. The department also implemented an across the board 
10% cut in all budget items.  
 
Responding to Representative Putnam, Mr. Bergquist said the budget cuts that came from the 
department in consultation with the executive branch was not from the State Transportation 
Commission.  The department tries to manage the available funds and provide the public the 
best services possible, and is open to suggestions from the committee and the Legislature. 
 
Representative Jim Bradford asked if the department is like the federal government in 
distributing funds with stipulations. Mr. Bergquist responded that the department has a number 
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of agreements or memorandums of understanding with local governments and other state 
agencies, like the Department of game, Fish, and Parks, when allocating money each year for 
their projects.  The department monitors the money to determine that it actually goes to 
projects that are consistent with the agreements.  Mr. Bergquist said that the DOT is not 
involved in managing other road systems. 
 
Mr. Bergquist said that there has been a decline in available funds and purchasing power of 
state funds.  Since 1992, the department has built 321 miles of new expressway.  Although 
that was a tremendous benefit to the state, it tightens funds because additional miles need to 
be signed, paved, and maintained with the available funds.  
 
The committee recessed at 12:00 noon and reconvened at 1:15 p.m. 
 

South Dakota’s Highway System (Continued) 
 
Continuing his presentation, Mr. Bergquist informed the committee that the department holds 
statewide meetings—July 15 in Aberdeen; July 16 in Sioux Falls; July 17 in Mitchell, July 29 in 
Pierre, and July 30 in Rapid City.  The department will present its five-year plan to the public 
and solicit public feedback.  Following the statewide meetings, the department will present 
their plan and comments to the Transportation Commission in August or September. 
 
Representative Hackl said that he did not see the $1.8 million earmarked for construction in 
Mobridge listed on the chart on page 25 of Document #3. In response, Mr. Bergquist said that 
there is a difference between dollars authorized by the federal government and obligated 
dollars.  Mr. Bergquist said that he does not have the information but will provide it to the 
committee. 
 
Representative Bradford asked about the projects on different Bureau of Indian Affairs routes.  
Mr. Bergquist said that the tribes match those dollars. 
 
Responding to questions posed by Representative Putnam, Mr. Bergquist said that the 
amount of money in state funds spent on construction is decreasing because the department 
is not doing 100% state-funds projects or buying rights-of-way with state funds.   
  
Representative Bradford asked if anything has been changed on the cost of maintenance for 
Highway 18 through the reservation. Mr. Bradford stated that there have been no changes—it 
is still treated as part of the overall state highway system.  In this instance, it is still a state 
highway and would need to go through the regular state improvement planning process. The 
DOT still controls the access to the highways.  Access to the land is the responsibility of the 
landowner; the only exception is when a construction project is being completed there. 
 
Explaining the preservation made of state highway needs, Mr. Bergquist said that the value of 
the investment in the state highway system was moved into a preservation mode—maintaining 
the existing system before expansions, enhancements, or additions.  The department has a 
pavement management system that is second to none.  A national expert was hired to look at 
the system the department is using and to suggest ways to improve the system.  The 
department was told that it has one of the best systems in the country with its existing process 
of collecting data and considering amounts of resources available to the system.  The expert 
indicated that the department provides optimal maintenance in the most economical fashion—
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the department shows efficiency in stretching resources.  Currently, Mr. Bergquist said that 
pavements are in good condition and need to be maintained at the existing level. 
 
Mr. Bergquist said that South Dakota has a great number of bridges that are aged and due for 
replacement. The department has begun setting aside additional funding for those 
replacements.  
 
Mr. Bergquist discussed system improvements and noted impending additions and requested 
additions. 
 
The graph on page 34 of Document #3 outlines the decline of South Dakota’s gas tax 
purchasing power. Using the year 1999 as a base, the graph shows how inflation has impacted 
the purchasing power from 24.2 cents per gallon in 2001 down to 13.8 cents per gallon in 
2007. He indicated it would take 35.1 cents of tax per gallon today to equal the purchasing 
power of 22 cents of tax per gallon in 1999. 
 
Mr. Bergquist also compared construction costs for the years 2005, 2007, and 2008.  Those 
costs have increased, which greatly impacts how construction dollars are used and stretched.  
Costs are driven by material costs across the board—costs related to oil have seen a drastic 
spike and steel prices have increased tremendously.  Mr. Bergquist said that there probably is 
not as much inflation in labor costs as there is in material costs. 
  
Representative Krebs asked if there is a method to lock-in current prices for future years. Mr. 
Bergquist said in response, that DOT had a bid letting, but contractors were not able to get 
asphalt quotes because of high speculation on oil.  The DOT has a contract for diesel fuel, but 
he does not think that people will want to engage in long-term contracts.  The department tried 
to help eliminate risks to the contractor by including price exclusions; the DOT will pick up 
some of the difference in cost increases (cost spikes). 
 
Mr. Bergquist reviewed asphalt binder costs and said that there are tremendous spikes in 
asphalt binder costs because gasoline prices have increased, and as a result, the supply of 
asphalt binder has been decreasing as more gasoline is being produced. 
 
Responding to Senator Garnos, Mr. Bergquist said that the technology does not exist today to 
get away from using those types of products. 
 
Representative Dan Ahlers said that states like Arizona use rubber mix for asphalt and 
asked if the department has researched that process. Dave Huft, DOT Office of Research, 
said that the department has looked at rubber asphalt; it is less noisy, but not always cheaper.  
The department is looking at warm asphalt that does not need to be heated as high as hot 
asphalt, and there could be a savings in the heating of the product, which is a more significant 
opportunity than using rubber asphalt. 
  
Further responding to Representative Ahlers regarding a question concerning longevity of 
rubber asphalt, Mr. Huft said that longevity is partially determined by the resistance to crack 
from hot to cold (change in seasons). When polymer modified asphalt is mixed in waste 
rubber, there is an unpredictable outcome.  That process will work in Arizona, which does not 
experience significant temperature changes, but would not be the best option in South Dakota 
with its seasonal temperature changes. 
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Representative Ahlers asked how often DOT monitors the quality of the asphalt. In response, 
Mr. Huft said that it is more feasible to place an asphalt overlay if there are no foundation or 
subgrade problems with the highway.  It is much cheaper to place an asphalt overlay than lay 
down new concrete.  The department does not want to add to a highway without the highway 
having a sound foundation. DOT needs to look at what is viable in that location.  A design that 
lasts longer is continuously reinforced with concrete, but costs about 20% more than regular 
concrete.  Regarding quality control, not every truck load is sampled and tested for quality.  
The process is based on random testing to determine an average.  There are smoothness 
tests and random thickness tests to make certain the thickness of the pavement has not been 
compromised.  After construction, the quality of the pavement is monitored annually. 
 
Mr. Bergquist said that federal funds are critical to the program; federal funding makes up 
three-fourths of DOT’s construction budget. South Dakota gets approximately $2 back for 
every $1 its citizen’s pays into the federal highway trust fund.  The department also normally 
secures extra federal funding for efficient project management.  The department has been 
aware of the potential problem of the cuts in the federal formula obligations to South Dakota, if 
Congress takes no corrective action.  Due to the decrease in vehicle miles traveled and the 
decrease in taxes collected, the department will be short funding by 2009.  If Congress does 
not find a solution for the shortfall in federal highway trust funds, the state will need to find 
other areas of funding.  South Dakota could be impacted by a loss of about $71 million in 
federal funds.  In FY09, the state will face a 25% reduction in funds next summer if this 
occurs.  The overall program could be reduced by more if the problem is not corrected. 
Congress is currently trying to get highway funding added to a pending bill to fund Federal 
Aviation Administration (FAA). If unsuccessful, Congress probably will not address the issue 
until after the election.  There has been tremendous pressure placed on Congress to fix the 
problem, and the department will know more about any progress in the next couple of weeks. 
 
Mr. Bergquist noted the following threats to future federal funding as follows: 
 

• Urban congestion; 
• Ports and freight bottlenecks; 
• Tolling and public-private partnerships; and 
• Respective state and federal roles. 

 
In summary, Mr. Bergquist stated that state highway funds have declined in recent years; 
future federal funding is uncertain both short-term and long-term; costs are inflating at an 
unprecedented rate; and highway needs greatly exceed existing funding availability, resulting 
in the continued deterioration of highways and bridges.  He said that the federal DOT has 
been advocating public and private partnerships for highways where the private partners 
maintains the highway and charges for its use. Such public and private partnerships regarding 
highways need to be in a high volume traffic area to be cost-worthy, and South Dakota may 
not be able to support that type of system. 
 
Continuing to summarize, Mr. Bergquist said that much more detailed information will be 
presented to the committee in September regarding highway needs and costs. He also 
indicated he would like to bring a menu of funding options which would show what is out there 
as available funding options, what other states are doing, and what the impacts of each option 
might be. With the committee’s permission, a technical panel is ready to put together an 
exhaustive list of funding recommendations.  He noted that the panel needs to know in 
advance if there are specific topics or ideas to research. 



South Dakota Highways Needs and Financing 
June 19, 2008 
Page 10 of 12 
 

 
Representative Krebs requested that DOT provide to the committee a membership list of the 
technical committee which will be recommending the funding options. 
 

Local Highway Needs 
 
Bob Wilcox. South Dakota County Commissioners Association, distributed a Draft Research 
Project Statement—Project SD2008-11 and a 2008 Local Roads Needs Study Proposal 
(Documents #4 and #5). 
 
Mr. Wilcox addressed the 2008 local roads need assessment proposal by stating the 
proposal’s project objectives and the major research tasks involved.  The results of this needs 
assessment would be presented to the committee at its September meeting. Mr. Wilcox’s 
presentation listed the makeup of the project technical panel. 
 
Representative Putnam commented that current statute gives DOT authority to a transfer 
highway segment to a local government with an agreement between the two entities.  With the 
prospect of less money from the federal government, Representative Putnam said that the bill 
will be passed on to local governments.   
 
Mr. Wilcox said that the cost will be paid by the taxpayer, which will not be acceptable to them, 
inasmuch as there could be a taxpayer revolt over the matter, or the services will not be 
available. 
 
Representative Putnam  said that everyone who drives on local highways must realize that the 
issue needs to be addressed. 
  
Senator Jim Petersen said that townships are at the bottom of the funding chain in eastern 
South Dakota and asked about the relationship between the counties and the townships. Gail 
Brock, South Dakota Towns and Townships, said that, in many cases, the county partners 
with the township for maintenance on township roads.   
 
Responding to committee questions, Mr. Wilcox said that the number of closed roads or 
minimum maintenance roads is not escalating yet, but he is hearing some conversations about 
it doing so. 
 
The committee recessed at 2:45 p.m. and reconvened at 3:00 p.m. 

 
Public Testimony 

 
Ms. Brock said that there are 923 townships in South Dakota, and they are responsible for 
roads and fire protection.  A board of supervisors is responsible for setting roads system for 
the township; primarily a township’s citizens are farmers and ranchers.  Ms. Brock noted that 
routine road maintenance had increased dramatically this year.  She also commented that the 
roads were not built for the transportation of trucks, etc.   
 
Pat McElgunn, Rapid City Chamber of Commerce, distributed copies of a letter sent to 
Senator Cooper Garnos and Representative Gordon Pederson from Linda Rabe, President 
and CEO of the Rapid City Chamber of Commerce (Document #6).   
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Mr. McElgunn said that the letter lists a couple of options on ways to address funding highway 
needs without raising taxes.  He said that there are few resources available, and greater 
burdens will be placed on local governments, and they will need to have legislative action to 
address the funding.  The tax structure and wheel tax levy needs to be reassessed.  Mr. 
McElgunn said that South Dakota may be faced with looking inward for maintaining its roads 
versus relying on the federal government. 
 
Julie Johnson, Absolutely Aberdeen and Prairie Vision, said that Aberdeen will have created 
and placed 2,000 new jobs by next year. Some projects are very capital intensive, which 
comes at a time when the transportation infrastructure dollars are limited. 
 
Ms. Johnson said that the organization would be willing to host one of the committee’s next 
meetings.  The committee would be able to view first-hand, the impact of the growth in the 
economy. 
 
Ms. Johnson commented that industrial park access grants are a very important product for 
local economic development efforts. Those involved with these grants are not reflected in the 
technical panel and probably should be.  Ms. Johnson suggested that discussion about the 
use of industrial park, assess grants in recent years, the kind of job creation and wealth 
creation that has resulted from these grants, and what type of challenges are currently forced 
in this area be added to the committees agenda at a future meeting. She also suggested that 
an economic development person who is familiar with the industrial park access grant program 
be added to the technical panel.  
 
Deb Mortenson, South Dakota Highway Users Conference, offered the broad-based 
experience of highway user conference members to the committee to assist it in its endeavors 
to address South Dakota highway needs and financing. 

 
Next Meeting 

 
Senator Petersen asked staff to send upcoming meeting dates to the members that were not 
present to see if those dates are okay. 
 
After committee discussion, Chair Garnos announced that the next meeting date of the 
committee would be September 24th and 25th. 
 
The third meeting was scheduled for Nov 12th and 13th.   

 
Senator Hoerth suggested that the committee meet at different locations due to the timing and 
limited meeting space in the Capitol Building.  
 
Representative Krebs said that she does not see the need to go off-site; it is more reasonable 
to be in Pierre from a cost perspective, unless the committee is looking at a specific site. 
 
Senator Garnos agreed with Representative Krebs to keep the meeting in Pierre. 

 
Staff Directives 

 
Senator Hoerth recommended that the information be sent to the committee members in 
advance of the meeting to allow time for review. Representative Ahlers suggested that the 
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information be sent out at least two weeks before the meeting, if possible, so the committee 
can be more productive.  
 
 
Representative Ahlers asked for a breakdown of what it would cost, using best practices, to 
maintain our roads at the current level—look at longevity and factoring in the average inflation 
over the past 10 years.  
 
Representative Krebs requested information regarding the state highway funds that went 
elsewhere in FY 2007, and questioned whether other departments could pick up those fees.   
Representative Putnam further requested a listing of diversions that are the result of status 
and a listing of policy that are the result of policy. 
 
Representative Hackl asked for information on how much money is collected on motor fuels 
for tank inspection fees that is going to ethanol subsidies and underground tank inspections.  
After these programs are completed, he felt the remaining funds should be reverted to the 
State Highway Fund.  Representative Hackl asked for an update on the Oregon tax system of 
motor vehicle tax use rather than simply a tax on motor fuel. He commented that system might 
result in a more sustainable tax structure.  
 
Representative Vehle requested information regarding cost versus quality—Is it cheaper now 
to build a quality road than it would be ten years down the road? Would we be better off doing 
a one-time shot to raise money while prices are manageable? He also wanted to know who is 
paying for the cost of highways resulting from urban sprawl and who should be paying for it. 
 
Representative Putnam said that since the committee will be looking at alternative sources of 
funding, he would like the committee to have information concerning the use of bonds to fund 
highway construction.   

 
Adjourn 

 
SENATOR HOERTH MOVED, SECONDED BY REPRESENTATIVE VEHLE, THAT THE 
COMMITTEE ADJOURN.  The motion passed on a voice vote. 
 
The committee adjourned at 4:24 p.m. 
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