
 

 

 
Third Meeting LCR 1 & 2 
2008 Interim State Capitol Building 
November 12 and 13, 2008 Pierre, South Dakota 
 
Wednesday, November 12, 2008 
The third and final meeting of the South Dakota Highway Needs and Financing Committee 
was called to order by the Chair, Senator Cooper Garnos, at 10:00 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 Jerry 
Apa, Cooper Garnos (Chair), Alan Hoerth, and Jim Peterson; and Representatives Dan 
Ahlers, Jamie Boomgarden, Jim Bradford, Tom Hackl, Shantel Krebs, Ryan Olson, Gordon 
Pederson (Vice Chair), J.E. “Jim” Putnam, Val Rausch, Mike Vehle, and Hal Wick.  
Representatives Garry Moore and Kristi Noem were excused.  
 
Staff members present included: Dave Ortbahn, Principal Research Analyst; Fred Schoenfeld, 
Chief Fiscal Analyst; Aaron Olson, Senior 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) This meeting was web cast live. The 
archived web cast is available at the LRC web site at http://legis.state.sd.us under "Interim 
Information – Minutes and Agendas.") 

 
Approval of Minutes 

 
Senator Jerry Apa asked that the minutes of the second meeting of the South Dakota 
highway needs and financing committee on September 24 and 25, 2008, be corrected as 
follows: 

 On page 4, in the second paragraph, change “though” to “thought”; 
 On page 4, in the fourth paragraph, insert “is” after “which”; 
 On page 11, in the seventh paragraph, change “twenty years” to “ten years”; 
 On page 14, in the eighth paragraph, change “increase cost” to “increased cost” on the 

second line; 
 On page 19, in the seventh paragraph, delete “may” on the second line; 
 On page 20, in the first paragraph, change “suit able” to “suitable”; and 
 On page 21, in the sixth paragraph, change “to how taxes” to “in how taxes” on the last 

line. 
   
SENATOR APA MOVED, SECONDED BY REPRESENTATIVE RAUSCH, THAT THE 
MINUTES OF THE SECOND MEETING OF THE SOUTH DAKOTA HIGHWAY NEEDS AND 
FINANCING COMMITTEE ON SEPTEMBER 24 AND 25, 2008, BE APPROVED AS 
CORRECTED. The motion prevailed on a voice vote.  
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Comments from the Chair 
 
Senator Cooper Garnos thanked the Legislative Research Council staff, Department of 
Transportation staff, Division of Motor Vehicles staff, committee members, and members of 
the public for their help in making a successful study of the highway system. When the 
committee adjourns tomorrow, it will have reviewed all the tasks set forth by the Legislature. 
The final report of the committee will be presented to the Executive Board on Monday, 
November 17, 2008, and any recommendations will go to the full Legislature.  
 

Comments from the Vice Chair 
 
Representative Gordon Pederson told the committee that there is a shortfall of over $77 
million for the Department of Transportation (DOT) and that there is probably nothing the 
committee will be able to do in the short time to address the problem. Any bill passed from this 
committee and the Legislature will not take effect until July 2009. Money for the state, 
counties, cities, and townships needs to be found. He said that a full exhaustive study to 
evaluate the whole issue needs to be done. There is more information and ideas that should 
be discussed and addressed. This cannot be accomplished in an interim committee that 
meets for only five days. This issue needs to be further reviewed; otherwise, the surface will 
only be addressed.  
 

Local Highway Needs Final Report 
 
Darin Bergquist, Secretary for the Department of Transportation, informed the committee that 
the department tried to get the best answers to the questions raised at the previous meetings.  
 
Secretary Bergquist said that township and city roads make up 80% of the roads in the state 
and 30% of all vehicle miles traveled are on those roads. He distributed a handout entitled 
“Funding Provided to Local Governments” (Document #1) that shows the distribution of state 
and federal funds to the various government entities. He told the committee that the struggles 
the cities and townships face are as big as those presented to the state in regards to providing 
funding for all the needs.  
 
The county federal funds and the urban federal funds are federal funds that are passed 
through the state to the local governments. The amount is dispersed by a formula. The state 
pays the required match for those federal funds. Cities and counties are allowed to 
accumulate the authority to use those funds in order to save for larger projects. Under the 
90/10 swap program funds, there is no additional money going to the counties or cities, but the 
swap of state funds for federal funds, which would go to the counties and cities gives counties 
and cities additional flexibility in how they can use the funds.  
 
Secretary Bergquist told the committee that the federal bridge funds are federal funds that are 
passed through to the local government entities for necessary bridge repairs.  
 
The county pavement markings program is money provided to the counties to provide 
assistance to get the roads striped and marked for better safety. This funding is 100% state 
funded.  
 
The committee was reminded that DOT suspended the 90/10 swap program with local 
governments this past year. DOT will not engage in any more such swap contracts, but will 
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honor all previous agreements. In FY2008, the department spent $15,509,000 in state funds 
for the swap program. It is predicted that DOT will spend $17 million in FY2009 for the 
remaining commitments to the program, and then the amount will gradually decrease as the 
remaining agreements expire.  
 
Secretary Bergquist told the committee members that the transportation enhancement 
program is where federal funds are used for completing bike path projects and other such 
transportation enhancement projects.  
 
The economic development grants program consists of community access, agricultural 
business, and industrial park projects. Since the State Highway fund was reduced last year, no 
additional grants have been awarded by DOT. It was not a requirement for projects to be 
completed in the same year that the grant was awarded; therefore, there is a backlog. The 
department will spend another $3 million in the next fiscal year to complete those projects. 
 
In response to Representative J.E “Jim” Putnam’s question pertaining to the swap program 
for 2009, Secretary Bergquist said that it is difficult to estimate the amount that will be spent 
because the department does not know when a swap agreement project will be completed. It 
is anticipated that DOT will spend $17 million for the current existing agreements. The money 
is an exchange of funds and not dollars spent. The federal funds received by the state in the 
exchange are going into the construction program for state highways.  
 
Mr. David Huft, South Dakota Department of Transportation Research Program Manager, 
provided the committee an update on the 2008 Local Roads Needs Study. He distributed a 
copy of his PowerPoint presentation (Document #2). He said that the project objectives are: 

 Assess current condition of local roads and bridges; 
 Identify major cost elements affecting changing needs; 
 Identify objectives and appropriate standards for the design, construction, and 

maintenance of local roads and bridges for use in estimating life-cycle costs; 
 Estimate current and future funding needs for local roads and bridges; and  
 Identify opportunities and strategies for reducing funding needs and achieving greater 

efficiency.  
 
To perform the study, a survey was sent to all local agencies. The local agencies responded to 
questions pertaining to current financial status, future budget, road assessment, and 
opportunities for efficiency. Sixty-five of the 66 counties responded to the survey. For the 
cities, 7 of the 14 Class 1 cities responded, 49 of the 105 class 2 cities responded, and a 
sample from 20 of the 192 Class 3 cities was obtained. Townships were invited to respond 
and 118 of the 945 townships submitted a response.  
 
The first question of the survey referred to the distribution of expenditures. It is difficult to state 
exactly where all the money was spent, due to overlaps. There are differences among the 
agencies involved, but common in all the local agencies is that a large portion of the budget is 
for upgrade or maintenance of the network. Over 60% of the funds are used for that purpose.  
 
From the data reported to Legislative Audit, Mr. Huft was able to evaluate local road and 
bridge expenditures. Since 1998, there has been a fluctuation that has not changed much. 
About $80 to $100 million is spent by counties annually. About $60 to $80 million is spent for 
the cities every year, and the data shows that less than $2 million is spent on highways for the 
townships.  
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The highway construction production price index did not change much from 1998 to 2003. 
Since then there have been steep increases with the value of the dollar decreasing. The value 
of the dollar is only worth about 58 cents in 2008 compared to 1998. The local agencies are 
spending a consistent amount of money but there is a decrease in the value received by that 
money.  
 
Another question on the survey was how each local entity perceived the adequacy of 
revenues. The results showed that it is greatly perceived that the funding is inadequate. The 
most significant areas of concern for cities are road surfaces, minor structures, major 
structures, and system upgrades. The same areas of inadequacy were listed for the counties, 
but at a more significant level. Townships listed the same areas of concern with the addition of 
administration. Based on the written comments, there is a sense of inevitability that there will 
never be any money for the roads in townships.  Therefore, the expectations for townships are 
on a different scale than the city and county systems.  
 
Mr. Huft said that most of the agency responses indicated that there was some effect the level 
of funding has on the liability risk. There is an increased potential for legal liability due to work 
that is unable to be accomplished (striping, signing, spot improvements, etc.).   
 
Due to economic development, there are needs to upgrade the local highway system. The 
number of miles that each agency anticipates needing to be addressed is listed on slide 15.  
 
Most local agencies responded that they have less than a one-year notice in planning for 
needed system upgrades. Due to the little advance warning for needed upgrades, many local 
agencies do not have a budget reserve to address these needed upgrades. Mr. Huft provided 
an example of a rural road in Deuel County that deteriorated quickly after a large dairy farm 
was constructed in that area. Approximately $40,000 of local funds have been spent for road 
improvements thus far on one mile of road.  
 
Senator Apa said that this is a result of the city and county being short-sighted. The agencies 
should foresee some of these types of damages and have statutes in place to address these 
situations. In response, Mr. Huft said that better planning would definitely help. However, the 
local agencies do not have much advance notice on projects.  
 
In response to Representative Ryan Olson’s question pertaining to the local agencies 
options to address economic development in the community, Mr. Huft said that the road 
network needs to be considered. If the development is not able to be located near a better 
highway or road structure then there could be damages on the connecting roads. The cost to 
upgrade the road to accommodate the increase in traffic could be included in the development 
cost, but there could be other issues involved with that.  
 
Representative Jim Bradford asked about the school bus routes. In response, Mr. Huft said 
that the local government makes decisions regarding school bus routes.  
 
Based on the local agency responses to the local roads needs survey, there were some 
perceived opportunities of funding identified. The opportunities include: 

 Increase vehicle registration fees; 
 Increase maximum charge for the wheel tax; 
 Allow more wheels to be taxed by the wheel tax; 
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 Adopt the wheel tax in more counties or have the wheel tax on a statewide basis; 
 Opt out of property tax freeze; and  
 Cost sharing by developers. 

 
Bridge Need Assessment 
The bridge need assessment was preformed with a twenty-year analysis. The numbers only 
reflect the structural need and not functional needs (width, number of lanes, and inadequate 
clearance). There are 1,098 county bridges posted for weight and 139 are recommended to be 
posted. There are 8 county bridges recommended to be closed.  
 
In response to Representative Putnam’s question, Mr. Huft said there is a real problem with 
vehicles driving over a bridge weighing more than what is allowed on the bridge. The bridge 
that is structurally deficient is able to be posted for weight to protect the bridge. There are less 
bridges now than in 1998 because in many cases it is economically better and performance 
wise better to replace the bridges with culverts.   
 
Representative Pederson said that the bridge weight signs need to be posted at the 
intersection near the bridge. This would help deter heavier traffic from using the bridge. In 
response, Mr. Huft said that according to statute, weight signs must be posted at the bridges. 
However, it does make sense to post at the nearest intersection, because it is difficult to turn 
larger vehicles around on the narrow roads.  
 
In response to Representative Val Rausch’s question pertaining to lower speed limits for 
bridges, Mr. Huft said that is desirable but not certain how that would be enforced. Also, 
bridges are viscoelastic and, therefore, the slower a heavy load moves over a bridge the more 
damage is caused.  
 
Most local bridges belong to the counties. There are about 100 bridges that belong to the 
cities. Mr. Huft informed the committee members that there are many bridges that are 70 to 80 
years old.  
 
The local agencies were asked to rate the bridge conditions based on the treatment needed to 
fix the bridge. The percentage distribution has changed since 1998 with the greatest increase 
in need being deck overlay. There is a slightly higher number of bridges needing structure 
replacement compared to 1998.  
 
Mr. Huft told the committee that the study set targeted acceptable conditions for calculating 
major structure needs in the state. The numbers used came from the state bridge system 
study in 1998. The county and city targets are: 5% to replace the bridges, 3% to replace the 
deck, 27% to overlay the deck, and 65% to do nothing.  Based on a 20-year need, the 
counties would need $697.2 million ($34.8 million annually) to reach these targets and the 
cities would need $54.1 million ($2.7 million annually). This is a total of $37.5 million needed 
annually to get the bridges consistent with the target goals.  
 
Representative Olson asked about the cost of replacing a bridge versus the cost to replace a 
bridge with a culvert. Mr. Huft responded that culverts would generally be less costly, but the 
costs would vary depending on the conditions at each bridge site. 
 
Representative Mike Vehle asked why there is no information listed for township bridges. In 
response, Mr. Huft said that the counties are responsible for bridges that are over 20 ft. long.  



South Dakota Highways Needs and Financing 
November 12 and 13, 2008 
Page 6 of 26 
 

 
Road Surfaces 
The road surface need assessment is based on a 20-year analysis period. The assessment is 
based on the DOT road inventory, the 2008 road conditions reported by local officials, the 
DOT estimates of rehab treatment unit costs, the South Dakota Local Technical Assistance 
Program (SDLTAP) estimate of unpaved surface maintenance unit costs, and the SD 
secondary road plan.  
 
The local road inventory consists of trails and unimproved roads (dirt tracks), earth roads 
(graded roads), blotter (looks like asphalt, but is oil with aggregate on top that is only ¾ of an 
inch thick), asphalt roads, and concrete roads. The township is the largest system consisting 
on gravel and earth roads with very few paved roads. County secondary roads are roads 
which would be townships roads if there was an organized township.  
 
Compared to 1998, costs to treat the road surfaces have increased. The amount of cost 
needed is dependent of the road type and condition. Slide 36 of Document #2 outlines the 
various cost estimates for the five different types of road surfaces based on their current 
condition 
  
To maintain the current conditions of the road, it would require $137 million a year in funding. 
Based on the target road conditions, it would take $156 million in funding ($19 million more 
than to maintain the current conditions). This amount is based on 25% of the funding for repair 
of good condition roads, 25% of funding for fair condition roads, and 50% of funding for poor 
condition roads.   
 
Mr. Huft reminded the committee that local governments should not place all the funds into 
repairing the worst roads. When that is done, the amount of money to maintain the roads is 
drastically more. Less money is spent when a balanced disbursement of repair funds is used.  
 
When the amount of expenditures reported to Legislative Audit for highways and bridges was 
compared to the annual road surface and bridge needs, a shortfall of expenditures was found. 
The shortfalls (totaling $117 million) are approximately what they were in 1998. The funding 
increases in 1999 allowed the local agencies to improve the road and bridge surface 
conditions at first. Since 2004 the drastic increases in construction costs have offset the 
funding increases that were passed in 1998. Currently, the local governments are in almost 
the same funding situation as they were back in 1998.  
 
Efficiencies 
Mr. Huft told the committee that some of the things the cities saw as high potential efficiency 
opportunities were joint operations and purchasing procedures.  There was some interest in 
shared facilities.  
 
Representative Bradford asked what was included in relaxed standards. In response, Mr. Huft 
said that it relates to sacrificing width recommendation, surfaces for traffic demands, or lower 
specifications for base materials. These options could save money in the short term but will be 
more expensive in the long run.   
 
One area that is not thought to be a high potential for efficiency for the counties is agency 
consolidation. The townships were more pessimistic about efficiencies. With their current 
budget, some are not certain how they can be more efficient. Mr. Huft said that there were a 
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lot of comments made about sharing, but not to consolidate. He believes that distance could 
be a factor.  
 
From the local agency responses to the survey, four areas of perceived opportunities for 
efficiency were made known. They include: 

 Joint operations; 
 Shared equipment and facilities; 
 Shared procurement; and 
 Innovative materials.  

 
The two areas that were not deemed to be opportunities for efficiency are relaxed standards 
and organizational consolidation. Mr. Huft told the committee that asset management 
techniques were not rated very highly on the survey, but DOT considers it to be another good 
option. Many local road managers are new and there is a real opportunity for education in road 
management.   
 
Mr. Huft announced that it is hard to determine the specific amount spent on capital 
improvements, because cities report those improvements with building improvements.  
 
The distribution formula to local government of the Local Government Highway Bridge Fund  is 
written in statute. He cautions the committee on making any changes to the formula because 
DOT would need more county by county information. If the committee wanted to change the 
statute, it would require a lot of work.  
 
Representative Hal Wick requested that DOT evaluate what effect decreasing and increasing 
oil costs would have on highway project costs in the future.  
 
Senator Jim Peterson commented that there is a tremendous fear at the local level that the 
quality of services to the outlaying areas would diminish if consolidation occurred. People want 
to see their tax dollars spent in their area.  
 
The committee recessed at 12:03 p.m. and reconvened at 1:15 p.m. 
 

Revenue Diversions from the State Highway Fund 
 
Mr. Dave Ortbahn, Principal Research Analyst with the Legislative Research Council, 
distributed to the committee a handout entitled “Distribution of Highway Revenues” 
(Document #3). This handout is to help simplify the diversions from the State Highway Fund 
and show where the money goes and why. All the figures presented are for FY2007. 
 
There are three major sources of revenue collected for the State Highway Fund – vehicle 
excise tax, miscellaneous fees, and motor fuel tax. Before the revenue from the motor fuel tax 
is deposited into the State Highway Fund, money is distributed to other funds for various 
reasons. The diversions include refunds, administration, Conservation Commission, tribal 
motor fuel refunds, IFTA refunds, snowmobile trails, and parks and recreation. The remaining 
net is deposited into the State Highway Fund. 
 
Mr. Ortbahn said that the next part of the document explained legislative appropriations from 
the State Highway Fund. The GFP replacement fee was done a few years ago when the 
federal government informed South Dakota that the state would no longer be able to use a 
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portion of hunting license fees for road purposes. This amount is distributed based on the 
sales of hunting licenses in the counties that existed at that time.   
 
The amount appropriated to the Highway Patrol, State Radio, and Governor’s Office is 
appropriated by the General Appropriations Act. Since the early 1980’s, a portion of the 
funding for these agencies has come from the State Highway Fund, and that amount has 
increased. Included in the packet mailed prior to the meeting was a message from Jason 
Dilges, Commissioner of the Bureau of Finance and Management, which explains these 
expenditures.  
 
The DOT commission also makes appropriations from the State Highway Fund for nonstate 
highways. The items receiving funding include industrial and economic roads, county striping, 
park roads, agricultural roads, community access roads, and match of county/city federal 
funds.  
 
Mr. Ortbahn commented that certain revenues collected on fuel and tires do not go to the 
State Highway Fund. A tank inspection fee is collected on all fuel sold in the state; this 
amounts to about $15.2 million a year. A tire solid waste management fee of one dollar per 
licensed vehicle amounts to just over $1 million per year. Other taxes and allowances not 
collected are the ethanol tax break, which is about $4.6 million, and the distributors allowance 
for collection of motor fuel is about $2.9 million.   
 
In response to Representative Shantel Krebs question, Ms. Dawna Leitzke, Executive 
Director with the South Dakota Petroleum and Propane Marketers Association, said that there 
is a twenty cent per thousand gallons charge on all gallons of fuel used both on highways and 
off highways. That revenue is used for rural water, the ethanol producers, and the Petroleum 
Release Compensation Fund. This is called the tank inspection fee and is paid by all 
companies removing fuel from the pipeline. 
 
Secretary Bergquist distributed a document outlining the 10-year history of revenues diverted 
from the State Highway Fund. (Document #4) 
 
Department of Game, Fish and Parks 
 
Mr. Doug Hofer, Director of the Division of Parks and Recreation, provided a PowerPoint 
presentation entitled “The State Gas Tax Impact on: State Park System Roads, Snowmobile 
Program, Boating Infrastructure” (Document #5).  
 
There are three diversions to the Department of Game, Fish and Parks (GFP) from the State 
Highway Fund. They are the snowmobile gas tax transfer, motor boat fuel gas tax transfer, 
and the DOT/GFP cooperative road program.  
 
Snowmobile Gas Tax 
The amount transferred for the snowmobile gas tax is determined by multiplying the number of 
licensed snowmobiles by 125 gallons and then multiplying by the rate of tax provided for motor 
fuel ($0.22). For FY2008, the amount was $351,000. This amount is transferred each July.    
  
Mr. Hofer commented that the revenue from the gas tax accounts for 43% of all the 
snowmobile program revenue. The total revenue for FY2008 was $817,237. 
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There are 15 snow belt states that transfer a portion of the gas tax revenue to the snowmobile 
program. However, the formulas all vary.  
 
For the 2008-2009 winter, there are 1,605 miles of snowmobile trails in South Dakota that will 
need to be groomed. Mr. Hofer distributed the “2008-2009 South Dakota Snowmobile Trails 
Map” (Document #6).  
 
The snowmobile program operates under a grant-in-aid program with 13 clubs across the 
state. These clubs have agreements with the department that allow them to operate groomers 
to groom the trails. The trails consist of road right-of-ways and some leased areas.  
 
Mr. Hofer said that the snowmobile trail system in the Black Hills is consistently rated one of 
the top snowmobile destinations. This is a good attraction to the Black Hills for winter 
recreational activity and tourists spend millions each year on food, lodging, gas, entertainment, 
etc.   
 
It is best to groom the trails at night when it is cold and there is less conflict with the people 
that are using the trails. The trials are groomed twenty hours a day comprised of two 10-hour 
shifts. There are five machines grooming the trails during those twenty hours, otherwise the 
trails would not be usable.  
 
In response to Representative Mike Vehle’s question pertaining to the number of gallons 
used in the formula, Mr. Hofer said that using gallons is the best method to quantify. There has 
not been any reason to think that people are using less gas now than compared to when the 
figure was determined. Also, the formula is based on registered resident snowmobiles. The 
gas tax obtained from nonresidents is additional revenue to the State Highway Fund.  
 
Representative Krebs asked about recent increases in license fees. In response, Mr. Hofer 
said that there was a change from a one-year license to a two-year license. However, the fee 
did not increase.  
 
Motorboat Fuel Tax 
The amount for the motorboat fuel tax is annually transferred to the Division of Parks and 
Recreation. The formula consists of the number of licensed boats times 140 gallons of gas 
times 22 cent tax. SDCL 10-47B-151 declares that the state use this transfer to improve 
boating facilities.  
 
Mr. Hofer informed the committee that 31 states transfer a portion of the gas tax to a boating 
access fund. However, the formulas all vary.  
 
The department is responsible for 291 boat ramps, over 300 boat docks, and 9 marinas (most 
of which are located on the Missouri River).  
 
There is economic activity associated with boating and fishing. Last year, the retail sales 
totaled $153,677,000, the state and local tax revenue was $15,296,000, and the total number 
of jobs created was 2,450. Mr. Hofer said that boating and fishing is an important part of the 
state’s economy.  
 
There have been some challenges in the past pertaining to boat ramps in the state. Currently, 
there are 32 usable boat ramps on Lake Oahe. The department has expended over $4 million 
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since 2003 to extend ramps and construct new low water ramps on Lake Oahe. These issues 
will occur in the future, depending on the drought. 
 
Other on-going challenges facing GFP include ice upheavals, wind, and other weather factors 
that damage the boat ramps.  
 
In response to an inquiry by Senator Garnos about the state entering into private/public 
partnerships, Mr. Hofer stated that all waters in South Dakota are public land. The state does 
have partnerships with cities (ex. Mitchell) and there are some partnerships with counties and 
sportsmen clubs.  
 
State Park System Road Funding 
Until 1984, the park road funding was authorized as part of the Scenic and Perimeter Road 
Program. That program was repealed by the Legislature in 1984 upon the completion of SD 
1804 and SD 1806. In 1984, the DOT commission established the annual funding to the 
DOT/GFP cooperative road program at $2 million. The use of the funds was later broadened 
to allow expenditure on improvements to county and township “connector” roads. The current 
proposal of the Game, Fish and Parks commission to increase park entrance fees would 
generate about half the amount needed to offset the loss of highway funds.  
 
In response to Senator Apa’s question, Mr. Hofer said that the annual park entrance license 
would increase from $23 to $28, the 7-day license for Custer State Park would increase from 
$12 to $15, and the daily park entrance fee would increase from $5 to $6.  
 
The state park road system consists of 181 miles of park paved roads and 128 miles of park 
gravel roads. In addition to the roads within the state park areas, GFP has historically 
cooperated with counties and townships to improve and maintain 151 miles of access roads 
that most directly connect state park areas to the state highway system. There is a total of 460 
miles of road on the state park road system. 
 
The statewide transportation improvement plan for FY10 identified needs of $4,969,000 on the 
State Park road system. The department needs that amount to fix the roads that have not 
been able to be addressed in the last couple years.  
 
Mr. Hofer said that visitation continues to be strong in the state park system. The graph on the 
last page of Document #5 shows that visitation has been growing each year even through the 
harder economic times. The department saw a 1% increase this summer with higher gas 
prices; GFP is not seeing a negative effect on the state system. It is projected that the 
visitation numbers for 2009 will be similar to those for 2008. 
 
Additional information distributed to the committee was a brochure entitled “South Dakota Park 
Times” (Document #7). 
 
Department of Agriculture 
 
Mr. Bill Even, Secretary for the Department of Agriculture, told the committee that during the 
Great Depression when the U.S. was facing massive erosion problems primarily due to wind 
and drought, President Roosevelt created the National Resource Conservation Service 
(NCRS). When the soil conservation service was formed, it was quickly determined that the 
only way to get practical adoption of conservation measures on the farms was to create the 
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conservation district model. When the conservation districts were formed across the United 
States, their role was to find progressive farmers. The conservation districts worked with them 
with federal money to demonstrate practical ways to maintain the resource base.  
 
In 1992, the South Dakota Legislature helped assistance funding within the state by creating 
the Coordinated Natural Resource Conservation Fund (Conservation Fund). The Legislature 
would allocate up to $1.5 million from the unrefunded portion of the motor fuel taxes collected 
for nonhighway use.  
 
Essentially, off-road use of gasoline motor fuels are not subject to tax because they are not 
used on the highways. This use is eligible for a refund of the tax paid. Each year, a portion of 
these available refunds are not requested. The Legislature thought it would be a wise use of 
these unclaimed funds to be placed in the Conservation Fund for a public benefit.   
 
Since 1993, the State Conversation Commission has funded 248 grants totaling over $12.5 
million.  Every county in the state has been a recipient of this money. It is important to realize 
that of the $12.5 million of unrefunded gas tax, this money has leveraged over $56 million in 
matching support. For every dollar placed in the Conservation Fund, South Dakota receives 
$4.49 in other funds.  
 
Secretary Even told the committee that the Conservation Commission has processed 306 low-
interest loans totaling over $1.7 million. All of the loans are in good-standing; none of the loans 
have been late in payment or in default. The system is applying benefits to every county in the 
state.  
 
The source of funding has been declining over the years, and there have been attempts to 
change that. Two years ago, the Governor and the Legislature agreed to place $600,000 of 
general fund money to increase the declining balance of the fund. Last year, the Legislature 
decided to allocate money from the pesticide registration fees for two years to the 
Conservation Fund. However, the fund balance is declining and the state needs to address the 
issue in the next session.  
 
Mr. Ray Sowers, State Forestry Division Director, distributed the “Natural Resources 
Conservation Program Highlights” (Document #8). He told the committee that the Coordinated 
Natural Resources Conservation Fund was created by the Legislature in 1992. The goal was 
to reduce soil erosion, improve rangelands, and improve water quality.  
 
The program was funded by revenues from the unrefunded portion of motor fuel taxes 
collected for nonhighway uses. The law states that an amount equal to 35% of the claimed 
refunds be deposited into the Conservation Fund annually. The Legislature capped deposits to 
the Conservation Fund at $1.5 million per year, and appropriations have been limited to the 
same amount.  
 
The amount is decreasing because farmers and ranchers are not using gas as much as in the 
past – they are using more diesel. It is anticipated that the fund will receive $250,000 this year, 
which will not provide much conservation. The department is trying to find a replacement for 
this fund. The current balance of the fund is about $1.2 million; however, all but a small portion 
of the fund is obligated.  
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Senator Apa asked if the Conservation Fund could create a provision that when the land is 
sold the owners have to repay the grant; this would generate a revolving fund. In response, 
Mr. Sower said that the grant projects are mostly on private land. Most of the projects are 
performed to benefit the community and not just the landowner. The project improves the life 
and conditions for everyone. The immediate beneficiary is the landowner, and all people will 
benefit in the long run.  
 
In response to a question from Representative Krebs pertaining to taxing dyed diesel fuel to 
fund this project, Secretary Even said that the department and the Appropriations Committee 
have talked about different ideas to address the issue. There is a myriad of ideas that are 
discussed at the policy level.  
 
Ms. Angela Ehlers, South Dakota Conservation Districts, commented that in a case that went 
to the Supreme Court, the Supreme Court ruled that taxes collected on fuel not used on 
highways could be used for purposes related to the Conservation Fund.  
 
The process by which 35% was determined to be the amount of claimed refund to be 
deposited in the Conservation Fund was done when Mr. Dick Howard was Secretary of DOT. 
He used the National Ag Statistic Service to determine how many gallons was being used on 
farm equipment. Half of that amount was multiplied by the current motor fuel tax, then 
subtracted the amount of revenues that were refunds paid out; this left the amount that was 
unclaimed. The amount calculated for the first year was about 35%, and, therefore, that is the 
percentage that was placed in the law.  
 
A couple years ago, legislation was brought forth to change the statute to reflect the formula 
used and not a straight 35%. This legislation was vetoed by the Governor.  
 
Distributor Allowance 
  
Ms. Leitzke distributed to the committee a handout of definitions (Document #9). The 
collection allowance is 2 ¼ % of the tax required to be paid on each gallon of fuel to this state.  
 
The 2 ¼% is required to be distributed as follows: 1/3 is retained by the supplier or out-of-state 
supplier to help off-set the administrative expense of preparing the tax return and remitting the 
fuel tax to the state (this is any person that takes possession of the fuel from the refinery gate 
or pipeline) and  2/3 goes to the wholesale distributor, retail dealer, or end user who withdraws 
fuel from the terminal at the rack to help off-set the cost of fuel due to shrinkage caused by 
evaporation or temperature change.  
 
In 2007, $134 million of gross motor fuel tax was collected in South Dakota. The fuel is taxed 
at the time it is withdrawn from the pipeline or terminal. When a marketer sells the fuel, they 
recoup the fuel tax previously paid to the state.  
 
In response to a question from Senator Garnos, Ms. Leitzke said that 42 states have this type 
of allowance, but they all vary. The only states that do not have an allowance are California, 
Hawaii, Connecticut, Massachusetts, New Jersey, New Mexico, New York, and Rhode Island. 
 
Representative Krebs asked if there was technology to monitor the temperature and 
shrinkage. In response, Ms. Leitzke said that there is vapor recovery equipment. South Dakota 
has Stage 1 vapor recovery; which is a hose that connects to prevent vapor when the truck 
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and tanks are loaded. However, there is nothing for vapor recovery when the fuel is pumped 
into a car. The technology has been available for many years, but it is very expensive and the 
state does not have anything in statute requiring vapor recovery at the pump.  
 
Senator Peterson asked about how much fuel is lost that could be sold to the consumer. Ms. 
Leitzke responded that an Ohio study show 218 gallons were lost from an 8,000 gallon tanker, 
which is about 2.75%.   
 
Ms. Deb Hillmer, Division of Motor Vehicles, distributed to the committee a handout outlining 
the different distributor allowances in each state (Document #10).  
 

Public Testimony 
 

Mr. Duane Sutton, South Dakota Snowmobile Association, stressed the importance of 
maintaining the snowmobile trails system in the Black Hills region. It is a huge winter activity in 
that region. South Dakota offers some of the best snowmobiling in the snow-belt. The eastern 
side of the state needs the grants to ensure that the clubs are able to place signs and groom 
the trails. Although dependent on snow conditions, the state needs to maintain the consistency 
of the trails because they are a huge boost for tourism in the state.  
 
The committee recessed at 2:56 p.m. and reconvened at 3:10 p.m. 
 
Secretary Bergquist, responding to a question posed by Representative Bradford, said that the 
state does not have specific federal requirements for all roads in the state. The states adopt 
standards of policy and the federal government reviews and approves them. It is expected by 
the federal government that the standards are being followed.  
 
Mr. Michael Behm, Assistant Director of Planning and Engineering for the Department of 
Transportation, responded to Representative Bradford’s question about differences in roads. 
Mr. Behm said that there are different criteria for different types of roads.  
 

Responses to Committee Questions 
 
What impact does widening the road and shoulders impact the safety of the roads? 
Secretary Bergquist said that DOT discovered that the benefit from widening the road and 
shoulders is much greater with a higher traffic volume. There is minimal effect with a traffic 
volume under 580 ADT. There is a reduction in accidents when the roads with over 580 ADT 
are widened.  
 
Can you look at a construction project and define the percentage of labor costs and energy 
costs? 
Secretary Bergquist told the committee that labor, depending on size, etc., is about 30-35% of 
the overall cost. DOT has not been able to determine the amount of energy related to the cost 
of a project. There are two reasons: the department does not see a bid item for a gallon of 
gas/fuel and the energy that goes into producing products (steel) is unknown.  
 
How many parcels of property does the department own? 
Secretary Bergquist told the committee that there are six categories of property: 

 The right-of-way land the roads are on; 
 Land leased to the Bureau of Administration; 
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 The property used for shops and rest sites; 
 Land bought for use during construction, like for borrow pits; 
 Land acquired and maintained by federal regulations for wetland mitigation; and 
 Property purchased in anticipation of future highway projects. 

 
The committee was informed that DOT has problems with building highway projects because 
when the project is announced the developers are able to buy the adjoining property and drive 
up the price of needed right-of-way. Over the years, the department has purchased land in 
anticipation of future projects. The department is currently reviewing the need of each land 
parcel it owns.  
 
Some property is only held by an easement. Until July 1, 1986, the state did not have the 
ability to buy fee title to right-of-way land. 
 
Use of GARVEE bonds? 
Since the meeting in September, Secretary Bergquist spoke with Commissioner Dilges and 
financial representatives. At that time, there was virtually no market or buyer for GARVEE 
bonds. There were a couple states that tried to issue a couple bonds, but they could not find a 
buyer. GARVEE bonds make sense when the interest is less than the anticipated inflation.  
 
In response to Representative Pederson’s question, Secretary Bergquist said that he is not 
certain of the future of federal funds for bonding purposes. Another concern is that the 
Constitution prohibits the use of highway funds for payments of interest and costs associated 
with the bonds.  
 
Secretary Bergquist responded to Representative Wick’s question by informing the committee 
that most GARVEE bonds are 10 year bonds. If the state has a particularly expensive project 
where it is not able to take time to save money to address it, then GARVEE bonds could be a 
good option.  
 
Representative Olson asked about using gas tax to pay the interest or principal on GARVEE 
bonds. In response, Secretary Bergquist said that gas tax and excise tax that goes to the State 
Highway Fund could be used to pay the principal. The other costs from the bond would need 
to come from revenue outside the State Highway fund.  
  
Process for Department of Transportation purchasing/leasing equipment? 
Secretary Bergquist told the committee that selecting equipment is a factor of efficiency and 
safety for the operator and the public. The third factor is the upfront cost.  
 
The equipment is managed through an EMS system, which is the same system the Bureau of 
Administration’s Fleet and Travel uses. At one time they was one system. A number of years 
ago the specialized equipment for DOT was broken off to be more efficient. DOT is replacing 
equipment at the best time for the optimum dollar use based on system recommendations. 
Over the years, DOT has provided funding to follow the EMS system recommendations. As a 
result, the department has better equipment and the cost of maintaining the equipment has 
decreased.   
 
The department has leases for some machinery like mowers because it is more economical; 
however, this leasing is not always available in all areas.  
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What will be the impact of declining gas prices? 
Secretary Bergquist said that there are three different areas that are impacted by the 
fluctuation of gas prices. There has been about a 50% drop since July in the operational costs. 
The department uses about 1.7 million gallons of gas and 1.2 million gallons of diesel a year. 
There is a potential savings of $1.5 million due to the recent decrease in oil price. The second 
area impacted is construction costs. Decreasing fuel costs have decreased construction costs 
back to the costs anticipated when the projects were estimated. However, DOT is not seeing 
an immediate change in construction prices. The third area impacted is in the citizens’ driving 
habits. On a nationwide basis, gas usage is down about 3.5%. In the event that gas prices 
reduce or remain the same, people may increase their driving which would result in more gas 
tax revenue.  
 
The gas tax revenue deposits through the end of October 2008 were down only 0.2% from the 
same time period for 2007. The excise tax is down 4.6% for the year thus far.  
 

Department of Transportation Suggested Funding Scenarios 
Secretary Bergquist distributed to the committee a PowerPoint presentation outlining the 
department’s suggested funding scenarios. (Document #11) He informed the committee that 
the state funds needed for the operations funding of the state highway system are the same in 
all four scenarios because these needs are not eligible for federal funds.  
 
Senator Garnos asked if the department is under-funded. In response, Secretary Bergquist 
stated that the numbers presented will show what is needed to maintain the system. The 
figures are based on today’s dollars and do not include inflation.  
 
Secretary Bergquist informed the committee that there is talk at the federal level about a 
possible economic stimulus package including funding for state highways. The U.S. House of 
Representative passed a bill in September but there are still many issues that need to be 
resolved. He is optimistic that an economic stimulus package will pass, but is not certain what 
level of funding the state might receive. Secretary Bergquist reminded the members that the 
economic stimulus package will have no effect on the operations funding needs.  
 
In response to Representative Olson’s question pertaining to federal regulations that must be 
met to get money from the economic stimulus package, Secretary Bergquist told the 
committee that there is significant talk in the opposite direction. The states want easier federal 
regulations attached to the stimulus package in order for the funds to be used for a wider 
variety of options.  
 
Secretary Bergquist informed the committee that the funding for administration, field 
operations, and capital assets will be unchanged in all funding scenarios. The state highway 
funding needed based on the federal funding remaining at the current level is outlined on page 
3 of Document #11. The additional funds needed for this scenario total $128.8 million, 
comprised of $72.3 million for pavement preservation, $17.4 million for bridge preservation, 
and $25.0 million for highway system expansion. These funds are in addition to the $288.6 
million that is forecasted.  
 
Slide 4 of Document 11 shows DOT’s funding needs for the favorable federal fund alternative 
for federal fiscal year 2010. This scenario includes $354.4 million in forecasted federal funds, 
$16.9 million in additional state dollars to match these federal funds, and $46.1 million in 
additional state funds to meet other needs.  
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The less favorable federal funding scenario is outlined on slide 5 of Document 11. This option 
would occur if Congress did nothing in terms of the federal trust fund revenue. This scenario 
includes $260.7 million in federally forecasted funds and $156.7 million in additionally needed 
state funds.  
 
Secretary Bergquist said that the likely funding scenario is between the existing level and the 
favorable funding level. At this level, the state reduces but does not meet all the funding needs 
for each category. The likely funding scenario is comprised of $316.6 million of forecasted 
federal funds, $7.8 million of additional state match, and $93.0 million of additional state funds 
needed.  
 
In response to a previous question posed by Representative Putnam about the correlation of 
nationwide gas prices and the gas tax rate in each state, Secretary Bergquist distributed two 
maps (Document #12) to show the correlation.  
 
Secretary Bergquist distributed to the committee a handout summarizing all the transportation 
alternatives discussed at the committee’s last meeting in September. (Document #13) 
 
The committee recessed at 4:47 p.m. 
 
Thursday, November 13, 2008 
 
The committee reconvened at 9:00 a.m. on Thursday, November 13, 2008, in Rooms LRC 1 
and 2 of the State Capitol Building.  
 
A quorum was determined with the following members answering the roll call: Senators Jerry 
Apa, Cooper Garnos (Chair), Alan Hoerth, and Jim Peterson; and Representatives Dan 
Ahlers, Jamie Boomgarden, Jim Bradford, Tom Hackl, Shantel Krebs, Kristi Noem, Ryan 
Olson, Gordon Pederson (Vice Chair), J.E. “Jim” Putnam, Val Rausch, Mike Vehle, and Hal 
Wick.  Representative Garry Moore were excused. 
 
Representative Vehle provided a summary of some possible funding options the committee 
could address later in the meeting. They include: 

 Reduce the gas tax to 19 cents per gallon; 
 Place an excise tax of 4% on the wholesale price of motor fuel at the rack; 
 Increase the motor vehicle excise tax from 3% to 4%; 
 Double motor vehicle license plate fees; 
 Eliminate the reduction of motor vehicle license fees for vehicles five years old or older; 

and 
 To not divert any of the increases in the gas tax and excise tax from the State Highway 

Fund.  
 

Public Testimony 
 
Mr. Bill Paulsen, South Dakota Ethanol Producers Association, presented a PowerPoint 
presentation (Document #14). He informed the committee that the state of the industry is 
limited by the E-10 blend wall. The regulatory EPA cap of E-10 is destroying margins, stifling 
growth, and conflicts with EISA 2007. 
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The nationwide projection is to reach 90% market saturation in January 2009. A “free market” 
does not exist today as long as the industry is held to a maximum of 10% of the market share. 
There is a $5 billion loss this year in the industry nationwide, and this will only get worse until 
the issue is addressed.  
 
Possible resolutions include increasing the base blend above 10% and creating more outlets. 
Flex pumps or “blender pumps” are ways to give the consumer a choice as to what percentage 
of ethanol could be placed in their vehicle. In response to Senator Apa’s question, Mr. Paulsen 
said that that an increase in blender pumps would not need to be a government mandate. The 
blender pumps would be placed at the gas station by the owner and each owner could decide 
based on the advantages in the market. 
 
Mr. Paulsen said that the South Dakota Ethanol Producers Association would support a tax 
measure that is mutually agreed upon. He commented that the state should take a proactive 
approach to taxing ethanol blends. A proposal he brought before the committee includes: 

 All motor fuel taxed at $0.22 per gallon; 
 Re-clarify that fuels are taxed at the rack; 
 No ASTM standards and remove penalty; 
 Remove “blender” language from statute; and  
 Denatured ethanol (not ethanol blends) becomes taxed at a specific rate per gallon. 

 
Senator Apa said that all users of the highway should be contributing and the agricultural 
exemptions should be looked at. Mr. Paulsen responded that this will be an issue addressed in 
the future, but currently the tax levels for ethanol need to be addressed. The proposal would 
simplify tax law.  
 
Representative Hackl asked if the industry is willing to forgo the 2 cent differential for ethanol. 
In response, Mr. Paulsen told the committee that they still support the 2 cent differential, due 
to the current financial situation facing ethanol procedures.  
 
Senator Peterson requested that information be presented as to the amount being collected 
on ethanol under the current Governor’s executive order.  
 
Representative Krebs said that the ethanol tax break is an allowance that is not being 
collected and could generate $4.6 million. She questioned if the switch to 2 cents on ethanol at 
the rack will make the 47 suppliers incur more tax.  
 
In response, Ms. Leitzke responded that the 2 cents tax would be charged on denatured 
ethanol. The tax is not the same as the differential in taxes that exists today. The ethanol 
taxes at the rack would be incurred by the suppliers and are due to the state at the time the 
fuel is removed from the pipeline. There would not be any additional cost to the supplier 
because they already have to complete the current paperwork. 
 
Representative Pederson said that the executive order was written by the Governor because 
the situation needed to be addressed and the state was not in Legislative Session. This 
proposal should be passed to allow the flex pumps in the state.  
 
Mr. Mark Cotter, City of Sioux Falls, said that transportation funding is key for the state. This 
year, the mayor of Sioux falls and the city council voted to level off the second penny on sales 
tax to enter into a partnership with the economic development community. This partnership will 
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generate an additional $10 million annually to construct the arterial streets that are needed to 
keep-up with the current growth and future growth of the community.  
 
Due to the new development measures in the Sioux Falls area, the community was able to 
attract major retailers in this hard economic time. The new businesses will create 800 new jobs 
in the Sioux Falls area.  
 
Mr. Cotter distributed a map (Document #15) that shows the state roads projects that are 
critical to Sioux Falls. All the projects are in areas that are expected to have major 
development in the next decade.  
 
Mr. Cotter informed the committee that there have been past commitments by the state that 
he is not confident will be fulfilled in the time frame established based on the current statewide 
transportation improvement plan and declining highway revenues.  
 
In response to a question from Senator Garnos pertaining to the new jobs created by highway 
construction projects, Mr. Toby Crow, South Dakota Associated General Contractors, 
reminded the committee that 30% to 35% of the total cost for a construction project is labor. 
Not only will the construction projects bring new jobs, but the businesses entering, after the 
construction is completed, will also provide more jobs for the area.  
 
Senator Apa asked about the cost share for the agreements. Mr. Cotter responded that there 
are different cost shares for the various agreements. There are a series of streets that will be 
improved. After the improvements have been made, the city will take over jurisdiction of the 
streets which includes future repair and maintenance.  
 
Mrs. Deb Mortenson, South Dakota Highway Users Conference, distributed a handout which 
outlines the history of the South Dakota Highway Users Conference. (Document #16) She is 
glad to know that the committee is looking at alternative funding sources. There are some 
options that the South Dakota Highway Users Conference does not have problems with; they 
include increasing the motor fuel tax, an index for motor fuel tax, and an increase for motor 
vehicle license fees. She said that this study is good, but it is only a partial study and the 
members do not have all the information needed. She encourages the members to review all 
the diversions from the State Highway Fund and act soon – don’t wait until the federal 
government acts.  
 
Mr. David Wiest, Deputy Secretary for the Department of Revenue and Regulation (DRR), 
informed the members that in the last session, Senate Bill 110, which discussed the ethanol 
blender pump matter, was not passed. He explained what the department had been doing this 
interim in dealing with the ethanol blender pump matter. DRR has been working on a bill with 
the ethanol and petroleum businesses to be introduced in the upcoming Legislative Session. 
 
Ms. Gail Brock, South Dakota Association of Towns and Townships, said that townships do 
not have planning and zoning. There will be a meeting on the first Tuesday in December in 
every township in the state. Citizens are involved in these meetings where the highway 
policies for each township are set for the year.   
 
Townships do not have the funds for the economic development projects that want to come a 
township. Some permits will not be granted without the infrastructure or road plans, but that is 
not always the case.  
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She said townships need the money from the State Highway Fund that is for the GFP for 
replacement. Townships would be worse off if this source of money went away. Hunting is a 
big economic industry in the state. Many people invest money in that industry and township 
roads are needed to keep that industry running. There a lot of townships that are thinking 
about vacating and doing away with little used roads to save money and if that occurs, the 
road is no longer a public road.  
 
Mr. Jerry Vogeler, South Dakota Independent Auto Dealers, commended the committee for 
looking at funding options and needs; however, more analysis is needed. One of the best 
things the committee can do is to present a menu of items to the Legislature for it to take 
action on during session when more updated information is available.  
 
The Independent Auto Dealers are also challenged and are already losing employees. Taxes 
do matter and he asked the committee to keep the options open until there is better data 
available later.  
 
In response to Representative Wick’s question, Mr. Vogeler said that in September, 62 
General Motors Company dealers closed throughout the country.  
 
Mr. Dick Howard, private citizen, told the committee that he was the secretary of the DOT 
from 1985 until 1996. He commented that for all the highway funding issues that have passed 
over the years, the Legislature and citizens have strongly endorsed user fees for upgrading 
and maintaining the highway system, and that will probably not change.  
 
The funding increase in 1999 included an average of $10 increase per vehicle for license plate 
fees based on weight. Prior to that increase, South Dakota had not had a license plate fee 
increase since 1921. The concept of indexing the motor fuel tax for the cost of inflation was 
addressed in 1999, but it was determined that the needs and cost should be reviewed every 5 
to 10 years. However, that did not occur. An average inflation of 2.5% for 10 years would be 
equivalent to about an $8 to $10 increase in license plate fees.  
 
The main source of revenue for the State Highway Fund is the gas tax. At a rate of 22 cents, 
South Dakota is low compared to other states. Mr. Howard said that the gas tax may need to 
be indexed or have a sales tax placed upon it to keep up with inflation. He also told the 
committee that the motor vehicle excise tax was set at 3% in statute in lieu of a sales tax and 
thus the excise tax should be equal to the sales tax.  
 
Representative Putnam asked about the differences in the federal highway situation between 
now and when Mr. Howard was secretary. In response, Mr. Howard said that before states 
were trying to have Congress use more of the Federal Highway Trust Fund money because 
the fund had a high balance and there was need for highway funding.  
 
Senator Apa asked about the depletion of the Federal Highway Trust Fund due to diversions 
and mandates. Mr. Howard responded that diversions for other highway purposes has had a 
negative impact on the funding. For instance, people interested in historical preservation of a 
community were able to obtain finances from the Federal Highway Trust Fund if they were 
able to prove a connection between the historical preservation and the highway system. 
Federal Highway Trust Fund dollars for public transit is also a reason that the trust fund has 
been going down.  
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Representative Olson reminded the committee that the federal government may be 
considering similar options to increase funding. He commented that the committee does not 
want to compound state increases with federal increases.  
 
The committee recessed at 10:50 a.m. and reconvened at 11:04 a.m. 
 
Representative Krebs asked if there were any recommendations that would reduce the state’s 
reliance on fossil fuels and at the same time address hybrid vehicles. Ms. Hillmer said that 
there have been internal discussions about a user fee when the vehicle is registered. The 
people could be assessed a fee for 15,000 miles per.  
 
In response to a question from Representative Krebs, Ms. Hillmer said that the state has 20 
compressed fuel vehicles, 43 electric vehicles, 648 converted gas to LPG vehicles, 21,499 flex 
fuel vehicles, 1,465 hybrid vehicles, 11 methanol vehicles, 120 propane vehicles, and 37 solar 
vehicles registered in the state.  
 
Ms. Hiller said that mopeds can be, but are not required to be, titled in the state. There is no 
law that requires them to be registered. There are about 9,000 to 11,000 all-terrain vehicles 
that are registered and that pay according to the motorcycle fee schedule based on the cc’s of 
the vehicle.  
 
In response to Representative Wick’s questions, Ms. Hillmer said that a flat mileage fee is not 
necessarily fair but rather the people are paying for the privilege of using the state highway 
system. If the state used individual reporting versus a flat mileage, there will be people that do 
not report correctly. That is an issue that will need to be addressed in the future if there is a 
nationwide switch to reporting mileage.  
 

Public Testimony Continued 
 
Ms. Julie Johnson, Absolutely Aberdeen and Prairie Vision, told the committee that growing 
communities have lots of infrastructure needs. The body of work the committee has created is 
monumental and amazing. She encourages the committee to pass this on to the full 
Legislature.   
 
This is a huge problem and she recommends the committee do something to address the 
issue. There are some steps that can be taken now because the state cannot afford to wait for 
Congress to create a solution. She felt the state needed to restore moneys for economic 
development. She also commented that the Legislature might want to consider the 
development of transportation districts. 
 
The committee recessed at 11:44 p.m. and reconvened at 1:01 p.m. 
 

Public Testimony Continued 
Ms. Margaret Nachtigall, Executive Director of the South Dakota Stockgrowers Association, 
advised the committee that there would be huge opposition to mandated GPS systems 
installed in vehicles. This would be seen as an invasion of privacy. She told the committee that 
a flat tax rate is not consistent with any energy savings incentives for dependency on foreign 
oil. 
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Mr. Larry Engbrecht, South Dakota’s Chapter of American Concrete Pavement Association, 
said that there is a tremendous need for increasing highway financing. As time passes, there 
will be a financial challenge to the infrastructure due to the costs of construction materials 
increasing with inflation. There are some companies that are looking at cutting back jobs, but 
jobs are essential to the economy. The declining number of construction projects and 
industries results in a decreased employment and economic activity. Mr. Engbrecht said that 
the state cannot afford to wait for federal legislation.  
 
Representative Pederson said that the state should not wait for the federal government and it 
will be difficult for the state to come up with the shortfall for this upcoming budget. The 
committee can suggest some short-term solutions for the 2009 Legislative Session. A couple 
concepts that he suggests the committee recommend to the Legislature include a 1% increase 
in excise tax on new and used cars, a 3 cent increase in the motor fuel tax, and eliminate the 2 
cent differential for motor fuel tax for ethanol blends. He also felt the committee should 
recommend a continuing study to look for long-term solutions funding. 
 
After immense committee discussion pertaining to the positive and negative effects on the 
state, counties, cities, and townships of raising taxes during a difficult economical situation, the 
committee determined that both long-term and short-term solutions need to be addressed. 
The committee created a list of possible options for recommendation: 

 Raise motor vehicle excise tax ______%; 
 Eliminate age reduction of motor vehicle license fees (commercial/noncommercial); 
 Raise motor vehicle license fees $_____; 
 Implement a wheel tax for all counties $______; 
 Raise the motor fuel tax _____cents; 
 Index the motor fuel excise tax; 
 Change highway fund diversions/other road funds; 
 ATV licensing / registration (all cc’s); 
 Lower collection allowance for distributors from 2 ¼% - 2%; 
 Hybrid/Alternative vehicle flat tax; 
 Implement a 1 cent tax on dyed diesel (½ to Conservation Fund and ½ to State 

Highway Fund); 
 Do nothing; 
 Legislation to continue a long-term study; and 
 Resolution to Congress. 

 
Representative Pederson said that the committee should take the options agreed upon by the 
committee and place them in separate bills for consideration in the upcoming legislative 
session. There will be changes and more information presented during session, but this will be 
a starting point.  
 
Representative Noem suggested that all options be placed in separate bills and submitted to 
the Executive Board for review. Senator Peterson agreed, but added that legislators should be 
able to sign on select bills during session.  
 
In response to committee discussion and questions about the length of interim studies, Mr. 
Ortbahn said that the Executive Board allows for each interim committee to meet for a total of 
five days at three different meeting times. If additional meetings are needed, the committee 
needs to have the approval of the Executive Board. Mr. Reuben Bezapletz, Chief Analyst for 
Research and Legal Services, said that task forces, such as the abortion task force, are the 
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result of special legislation. Included in the legislation is the number of people on the task 
force, who will be involved, how often the committee would meet, and scope of study. If there 
is to be outside membership on a committee, that would be included in the legislation.  
 
REPRESENTATIVE KREBS MOVED, SECONDED BY REPRESENTATIVE NOEM, THAT 
THE COMMITTEE RECOMMEND TO THE EXECUTIVE BOARD ALL THE POSSIBLE 
OPTIONS LISTED FOR OBTAINING ADDITIONAL REVENUE IN SEPARATE LEGISLATIVE 
BILLS.  
 
REPRESENTATIVE GORDON PEDERSON MOVED A SUBSTITUTE MOTION, SECONDED 
BY REPRESENTATIVE BRADFORD, THAT THE COMMITTEE RECOMMEND TO THE 
EXECUTIVE BOARD, IN INDIVIDUAL BILLS, A SUMMER STUDY OF LONG-TERM 
FUNDING OPTIONS, A GAS TAX INCREASE OF 3 CENTS, AN INCREASE OF THE 
MOTOR VEHICLE EXCISE TAX BY ONE PERCENT, AN INCREASE OF THE MOTOR FUEL 
EXCISE TAX BY 3 CENTS, AN INCREASE IN MOTOR VEHICLE LICENSE FEES BY $10, 
AND REMOVE THE 2% BREAK ON ETHANOL.  
 
The substitute motion failed on a roll call vote with 2 AYES, 14 NAYS, and 1 EXCUSED. 
Those members voting AYE include: Bradford and Pederson (Gordon). Those member 
voting NAY include: Apa, Hoerth, Peterson (Jim), Ahlers, Boomgarden, Hackl, Krebs, 
Noem, Olson (Ryan), Putnam, Rausch, Vehle, Wick, and Garnos. Those members 
EXCUSED: Moore.  
  
REPRESENTATIVE VEHLE MOVED A SUBSTITUTE MOTION, THAT THE COMMITTEE 
DISCUSS ALL THE RECOMMENDATIONS LISTED TO CREATE AN AGREEMENT OF THE 
COMMITTEE BEFORE VOTING. The motion failed for lack of a second. 
 
Representative Krebs requested that her original motion be withdrawn. The motion was 
withdrawn upon the approval of Representative Noem, who seconded the motion. 
 
Excise Tax 
REPRESENTATIVE VEHLE MOVED, SECONDED BY REPRESENTATIVE GORDON 
PEDERSON, THAT THE COMMITTEE RECOMMEND LEGISLATION INCREASING THE 
MOTOR VEHICLE EXCISE TAX TO 4%. The motion prevailed on a roll call vote with 10 
AYES, 6 NAYS, and 1 EXCUSED.  Those members voting AYE include: Apa, Hoerth, 
Peterson (Jim), Ahlers, Boomgarden, Hackl, Olson (Ryan), Rausch, Vehle, and Pederson 
(Gordon). Those members voting NAY include: Bradford, Krebs, Noem, Putnam, Wick, 
and Garnos. Those members EXCUSED: Moore.    
 
Eliminate Age Reduction of Motor Vehicle License Fees 
In response to Representative Vehle’s question, Ms. Hillmer stated that the elimination of the 
30% reduction for noncommercial vehicles 5 years of age and over would generate $11 million 
in additional revenues for local government.  The elimination of the 10% reduction for 
commercial vehicles would bring in about $2 million.  
 
SENATOR APA MOVED, SECONDED BY REPRESENTATIVE RYAN OLSON, THAT THE 
COMMITTEE RECOMMEND LEGISLATION ELIMINATING ALL AGE REDUCTIONS FOR 
MOTOR VEHICLE LICENSE FEES. The motion prevailed on a roll call vote with 10 AYES, 
6 NAYS, and 1 EXCUSED. Those members voting AYE include: Apa, Hoerth, Ahlers, 
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Boomgarden, Hackl, Krebs, Noem, Olson (Ryan), Vehle, and Wick. Those members 
voting NAY include: Peterson (Jim), Bradford, Putnam, Rausch, Pederson (Gordon), and 
Garnos. Those members EXCUSED: Moore.    
 
Increase Motor Vehicle Registration Fees 
REPRESENTATIVE GORDON PEDERSON MOVED, SECONDED BY REPRESENTATIVE  
RYAN OLSON, THAT THE COMMITTEE RECOMMEND LEGISLATION INCREASING THE 
MOTOR VEHICLE REGISTRATION FEES FOR NONCOMMERCIAL MOTOR VEHICLES BY 
$10.  
 
Ms. Hillmer stated that a $10 across the board increase would increase the license fees for 
most noncommercial vehicles from $42 to $52. In response to Representative Boomgarden’s 
question, Ms. Hillmer said that the distribution formula could be changed to require a portion of 
the license fees revenue to go to both the state and local governments.   
 
REPRESENTATIVE VEHLE MOVED A SUBSTITUTE MOTION THAT THE COMMITTEE 
RECOMMEND LEGISLATION THAT WOULD INCREASE MOTOR VEHICLE 
REGISTRATION FEES BY 30%. The motion failed due to a lack of a second. 
 
SENATOR APA MOVED A SUBSTITUTE MOTION THAT THE COMMITTEE RECOMMEND 
LEGISLATION THAT WOULD INCREASE NONCOMMERCIAL MOTOR VEHICLE LICENSE 
PLATE REGISTRATION FEES BY 20%. The motion failed due to a lack of a second. 
 
REPRESENTATIVE BRADFORD MOVED A SUBSTITUTE MOTION THAT THE 
COMMITTEE RECOMMEND LEGISLATION INCREASING THE MOTOR VEHICLE 
REGISTRATION FEE BY $5 FOR NONCOMMERCIAL VEHICLES. The motion failed due to 
a lack of a second. 
 
The original motion prevailed on a roll call vote with 10 AYES, 6 NAYS, and 1 EXCUSED. 
Those members voting AYE include: Apa, Hoerth, Peterson (Jim), Krebs, Noem, Olson 
(Ryan), Putnam, Rausch, Vehle, and Pederson (Gordon). Those member voting NAY 
include: Ahlers, Boomgarden, Bradford, Hackl, Wick, and Garnos. Those members 
EXCUSED: Moore.    
 
The committee recessed at 3:29 p.m. and reconvened at 3:43 p.m. 
 
REPRESENTATIVE RAUSCH MOVED, SECONDED BY REPRESENTATIVE KREBS, THAT 
THE COMMITTEE RECOMMEND ALL THE REMAINING POSSIBLE FUNDING OPTIONS IN 
INDIVIDUAL BILLS.  
 
REPRESENTATIVE BRADFORD MOVED AN AMENDMENT TO THE MOTION THAT THE 
WHEEL TAX NOT BE INCLUDED IN THE RECOMMENDATION. The motion failed due to a 
lack of a second. 
 
The original motion failed by roll call vote with 5 AYES, 10 NAYS, and 2 EXCUSED. 
Those members voting AYE include: Krebs, Putnam, Rausch, Vehle, and Garnos. Those 
members voting NAY include: Apa, Hoerth, Peterson (Jim), Ahlers, Boomgarden, 
Bradford, Hackl, Noem, Olson (Ryan), and Pederson (Gordon). Those members 
EXCUSED: Moore and Wick.  
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Increase Gas Tax 
REPRESENTATIVE GORDON PEDERSON MOVED, SECONDED BY REPRESENTATIVE 
BRADFORD, THAT THE COMMITTEE RECOMMEND LEGISLATION INCREASING THE 
MOTOR FUEL TAX BY 3 CENTS.  
 
SENATOR APA MOVED A SUBSTITUTE MOTION THAT THE COMMITTEE RECOMMEND 
LEGISLATION INCREASING THE MOTOR FUEL TAX BY 2 CENTS. The motion failed due 
to a lack of a second. 
 
The original motion failed by roll call vote with 5 AYES, 10 NAYS, and 2 EXCUSED. 
Those members voting AYE include: Hoerth, Bradford, Olson (Ryan), Vehle, and 
Pederson (Gordon). Those members voting NAY include: Apa, Peterson (Jim), Ahlers, 
Boomgarden, Hackl, Krebs, Noem, Putnam, Rausch, Garnos. Those members 
EXCUSED: Moore and Wick. 
 
Index the Gas Tax 
REPRESENTATIVE VEHLE MOVED THAT THE COMMITTEE RECOMMEND LEGISLATION 
PLACING A 2 PERCENT INDEXED MOTOR FUEL TAX AT THE RACK. The motion failed 
due to a lack of a second.  
 
ATV Licensing and Registration  
SENATOR APA MOVED, SECONDED BY REPRESENTATIVE KREBS, THAT THE 
COMMITTEE RECOMMEND LEGISLATION REQUIRING MOPEDS TO BE REGISTERED IN 
THE STATE OF SOUTH DAKOTA. 
 
This would require all motorcycles and scooters using public roads that are less than 50 cc’s to 
be licensed. 
 
The motion failed by roll call vote with 4 AYES, 12 NAYS, and 1 EXCUSED. Those 
members voting AYE include: Apa, Hoerth, Krebs, and Olson (Ryan). Those members 
voting NAY include: Peterson (Jim), Ahlers, Boomgarden, Bradford, Hackl, Noem, 
Putnam, Rausch, Vehle, Wick, Pederson (Gordon), and Garnos. Those members 
EXCUSED: Moore. 
 
Flat Tax for Hybrid and Alternative Fuel Vehicles 
REPRESENTATIVE HACKL MOVED, SECONDED BY REPRESENTATIVE KREBS, THAT 
THE COMMITTEE RECOMMEND LEGISLATION IMPLEMENTING A FLAT TAX OF $100 
PER VEHICLE FOR ALL HYBRID AND ALTERNATIVE FUEL VEHICLES. The motion 
failed on a roll call vote with 4 AYES, 12 NAYS, and 1 EXCUSED. Those members voting 
AYE include: Apa, Hoerth, Hackl, and Krebs. Those members voting NAY include: 
Peterson (Jim) Ahlers, Boomgarden, Bradford, Noem, Olson (Ryan), Putnam, Rausch, 
Vehle, Wick, Pederson (Gordon), and Garnos.  
 
SENATOR APA MOVED THAT THE COMMITTEE RECOMMEND LEGISLATION PLACING 
A 1 CENT GAS TAX ON DYED FUEL WITH ALL THE REVENUES TO BE DEPOSITED TO 
THE CONSERVATION FUND. The motion failed due to a lack of a second.  
 
Long-Term Study 
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REPRESENTATIVE KREBS MOVED, SECONDED BY REPRESENTATIVE VEHLE, THAT 
THE COMMITTEE RECOMMEND LEGISLATION CREATING A STUDY OF LONG-TERM 
HIGHWAY NEEDS AND TO REFORM THE METHOD OF FINANCING HIGHWAYS IN THE 
STATE. The motion prevailed on a roll call vote with 14 AYE, 2 NAY, and 1 EXCUSED. 
Those members voting AYE include: Apa, Hoerth, Peterson (Jim), Ahlers, Boomgarden, 
Hackl, Krebs, Noem, Putnam, Rausch, Vehle, Wick, Pederson (Gordon), and Garnos. 
Those members voting NAY include: Bradford and Olson (Ryan). Those members 
EXCUSED: Moore.  
 
Resolution to Congress 
REPRESENTATIVE RYAN OLSON MOVED, SECONDED BY REPRESENTATIVE 
BRADFORD, THAT THE COMMITTEE RECOMMEND A RESOLUTION TO CONGRESS 
ENCOURAGING CONGRESS TO PASS A WELL-FUNDED, MULTI-YEAR FEDERAL 
HIGHWAY PROGRAM IN A TIMELY MANNER. The motion prevailed on a roll call vote 
with 15 AYES, 1 NAYS, and 1 EXCUSED. Those members voting AYE include: Apa, 
Hoerth, Peterson (Jim), Ahlers, Boomgarden, Bradford, Hackl, Krebs, Noem, Olson 
(Ryan), Putnam, Rausch, Vehle, Wick, and Garnos. Those members voting NAY include: 
Pederson (Gordon). Those members EXCUSED: Moore. 
 
Ethanol Differential 
REPRESENTATIVE GORDON PEDERSON MOVED, SECONDED BY SENATOR APA, 
THAT THE COMMITTEE RECOMMEND LEGISLATION REMOVING THE 2 CENT PER 
GALLON DIFFERENTIAL FOR ETHANOL FUEL. The motion failed by roll call vote with 2 
AYES, 14 NAYS, and 1 EXCUSED. Those members voting AYE include: Apa and 
Pederson (Gordon). Those members voting NAY include:  Hoerth, Peterson (Jim), 
Ahlers, Boomgarden, Bradford, Hackl, Krebs, Noem, Olson (Ryan), Putnam, Rausch, 
Vehle, Wick, and Garnos. Those members EXCUSED: Moore. 
 
REPRESENTATIVE VEHLE MOVED, SECONDED BY REPRESENTATIVE BRADFORD, 
THAT THE ITEMS INCLUDED ON THE LIST THAT WERE NOT RECOMMENDED TO THE 
LEGISLATURE BE INCLUDED IN THE LONG-TERM STUDY. The motion was withdrawn. 
 
After committee discussion it was determined that the nonrecommended options would 
already be included in the legislation creating the study of long-term needs and financing.  
 
Representative Pederson recommended that any remaining options be taken and drafted into 
legislation by individual members of the committee from both the House of Representatives 
and the Senate. 
 
Senator Garnos whole-heartedly thanked all the participants of the committee. The efforts of 
the members, LRC staff, DOT staff, DRR staff, other agencies, and members of the public are 
worth the time and dedication. He is very proud of the work that has been accomplished. He 
said that there is a need and members of the Legislature are encouraged to bring other bills 
and ideas forth during the upcoming session.  

 
Adjourn 

 
REPRESENTATIVE PEDERSON MOVED, SECONDED BY REPRESENTATIVE KREBS, 
THAT THE COMMITTEE ADJOURN.  The motion passed on a voice vote. 
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The committee adjourned at 4:56 p.m. 
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