FISCAL NOTE

Bill #: SB 144 Title: Require ethanol-blended gasoline by 2007
Primary Sponsor: J Black Status: As Introduced
Sponsor signature Date David Ewer, Budget Director Date

Fiscal Summary

FY 2006 FY 2007
Difference Difference
Expenditures:
State Special Revenue $5,113 $5,113
Revenue:
State Special Revenue $5,180 $5,180
Net Impact on General Fund Balance: $0 $0
[] Significant Local Gov. Impact X  Technical Concerns
[ ] Included in the Executive Budget X]  Significant Long-Term Impacts
[] Dedicated Revenue Form Attached X]  Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS:

Department of Labor and Industry (DOLI)

1.

SB 144 requires the department to adopt standards and specifications that ensure all gasoline sold after
January 1, 2007 contains at least 10 percent ethanol by volume, and does not contain more than a trace of
methy| tertiary butyl ether (MTBE).

To meet SB 144 requirements, the department will develop sampling and testing programs to ensure that
gasoline contains required levels of ethanol and MTBE.

The department assumes that testing for ethanol can be absorbed in its current gasoline testing and
inspection program, and can use current inspectors without additional FTE.

Testing for MTBE requires specialized testing by outside laboratories. The department estimates: $50 for
laboratory analysis fees; $20 for two collection containers; $2.25 per gallon of product (the sample); and
hazardous freight shipping fees at $30 per sample; for a total cost of $102.25 per MTBE testing sample.
The department assumes it would test a minimum of 50 samples (sample all refineries in the state plus
spot locations) annually to ensure compliance with SB 144. The estimated annual cost for MTBE testing
is $5,112.50 ($102.25 X 50 samples).

Although the department can absorb the field inspector’s time and travel costs to collect the samples, it
cannot absorb the other costs associated with testing for MTBE.



Fiscal Note Request SB 144, As Introduced
(continued)

6. The department currently assesses a $16 fee on approximately 14,000 fuel pumps statewide. Pump
inspection fees would need to be increased by $0.37 to fund the estimated $5,113 MTBE collection and
testing costs (14,000 X $0.37 = $5,180).

FISCAL IMPACT:
Department of Labor and Industry (DOLI)

FY 2006 FY 2007

Difference Difference
Expenditures:
Operating Expenses $5,113 $5,113
Funding of Expenditures:
State Special Revenue (02) $5,113 $5,113
Revenues:
State Special Revenue (02) $5,180 $5,180

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
State Special Revenue (02) $67 $67

LONG-RANGE IMPACTS:

Department of Transportation

There is a contingency under 15-70-204, MCA that states if there is an ethanol plant in production and the
Department of Transportation has $20 million dollars in working capital, the tax rates on gasohol and
biodiesel will be reduced to 85 per cent of the present tax. The department estimates that the continency
requirements will be met in FY 2008. This contingency terminates four years after it becomes effective.

TECHNICAL NOTES:

1. SB 131 provides similar MTBE fuel restrictions to SB 144. However, SB 131 proposes that the
Department of Environmental Quality carry the enforcement responsibilities. Should MTBE testing and
enforcement responsibilities fall to the Department of Environmental Quality rather than Department of
Labor and Industry, the fiscal impact of SB 144 to the Department of Labor and Industry would be
minimal to none.




