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The IPM&CSA Legislative Agenda: Issues to Watch

Here are some of the bills and proposals IPM&CSA is working on this session:

Industry Issues:

DEQ — DEQ proposes 51244 to impose a new fee on USTs to maintain the program in Idaho, and
avoid handing it back to the EPA. IPM&CSA believes Idaho marketers are better off being
regulated by the state rather than the feds. IPM&CSA worked with DEQ to cap the fee at $100
per tank per year, to require that those fees be used only for the UST program, to provide a
budget report to the legislature, a listing of the USTs covered, and apply any excess funds to
future years.

Dyed Fuel — The Idaho Tax Commission as completed a report: “Enhanced Enforcement of Fuel
Tax Law: Options to Reduce Use of Untaxed Motor Fuel on Idaho Roads and Highways.” The
report is available from the Tax Commission or IPM&CSA.

ITC presented several ways to deter illegal use of dyed fuel:
* Centralize fuel tax administration.
* Have dedicated fuel tax investigators.
* Have dedicated fuel tax prosecutors.
* Have sufficient and well trained compliance staff.
* Have designated on-road enforcement officers.
* Educate taxpayers.
* Minimized exemptions, refunds, and credits.
* License and bond dyed diesel sellers and purchasers.
* Have fines and penalties that deter illegal use.

2016 Legislation to Watch:
Fuel and UST Legislation:

* $1244 DEQ UST Fees — DEQ proposes a tank fee of $100 per tank per year. IPM&CSA
supports the fee to ensure that the State of Idaho, and not the EPA, manages the
program. IPM&CSA worked with DEQ to provide additional protection the industry (see
above.)

* $1310 Dyed Diesel Testing/Enforcement — This legislation provides authority for a law
enforcement officer to inspect a diesel powered motor vehicle for dyed diesel if
requested at a fixed or portable check station and when requested as a secondary
action. The legislation is sponsored by Senator Brackett, chairman of the Senate
Transportation Committee. IPM&CSA is working with the sponsor on this issue.



Local Government Pre-Emption / Minimum Wage

* H372 State Preemption — Auxiliary Containers — Prohibits cities and counties from
banning auxiliary containers such as plastic bags and water bottles. IPM&CSA joins with
the Idaho Retailers Association to support this legislation which ensures uniformity in
the regulation of auxiliary containers by requiring regulation or taxation be done by the
legislature, and not by individual political subdivisions of the state.

* H463 State Preemption — Minimum Wage — Prohibits cities and counties from raising
the minimum wage by ensuring that minimum wage in Idaho is decided by the
legislature and applied uniformly across the state. IPM&CSA joins with the Idaho
Retailers Association to support this legislation.

* H400 - Minimum Wage Rate Increase — Raises the minimum wage from $7.25 to $8.25
onJuly 1, 2016 and $9.25 on July 1, 2017; Also increases wages for tipped and seasonal
employees and adjusts minimum wage for all employees to an automatic CPI escalator.

Cigarettes & E-Cigarettes
* H376 Cigarette Tax, Wholesaler Bonding — Updates bonding requirements for a person
applying for a permit to become a cigarette wholesaler; requiring a bond amount to be
the greater of twice the estimated average tax liability for the reporting period or the
value of stamps in the wholesalers’ inventory.

* H498 Electronic Cigarettes, Sale Permits — Adds the sales and distribution of these
nicotine delivery devices to the existing process run by the Department of Health and
Welfare for tobacco retailers.

Idaho Lottery — Horse Racing is back and with it, another fight with the tribes over gaming in
Idaho. The controversy may once again wrap the Idaho Lottery into the mix, so this issue bears
monitoring for any impacts that might be detrimental to retailers who sell lottery tickets.
IPM&CSA has a good relationship with the Idaho Lottery and we work closely with them to
maintain this successful program. Two bills have been introduced on this subject:

* H517 Bingo and Raffles Act — revises and consolidates multiple statutes governing
charitable gaming laws and requirements.

* S1357 Idaho Gaming Agency -- Establishes an Idaho Gaming Agency under the office of
the Governor that would oversee all gaming activities in the State of Idaho.

Tax Proposals Worth Watching:

* Income Tax - Reducing current personal and corporate tax rates by a small amount, with
the goal of being more competitive with surrounding states. House members champion
rate reduction, but the Senate is concerned with preserving revenues to fund education.
IPM&CSA supports reduction in income tax rates and will work to promote this




proposal. Income tax related bills to watch include H352 (employer reports), H353
(employer withholding), H380 (income tax reduction, grocery tax credit),

* Personal Property Tax — Moving toward complete elimination of the personal property
tax. A proposal from the tax working group was to raise the exemption in taxable value
from $100,000 in to $250,000 or $500,000. IPM&CSA supports complete elimination of
the personal property tax.

* Sales Tax on Groceries — The proposal to eliminate sales tax on groceries is supported by
conservatives, but others oppose the idea. IPM&CSA will monitor this proposal.

* Local Option Sales Tax — Local governments continue to push for local option taxing
authority for sales tax, and other sources of revenues. IPM&CSA opposes local option
authority, and particularly as applied to fuel tax.

* Sales tax — This year’s proposal for a ballot initiative would drop the rate from 6 to 4
cents per dollar, but expand sales tax to services. Although not a legislative issue, this
one bears watching.

Upcoming Event Reminders

IPM&CSA Board Meeting - April 7, 2016 — IPM&CSA board members will meet April 7 in Boise
to review the legislative session and plan for the upcoming convention in CdA.

DEQ Rulemaking for new UST Rules - April 28, 2016 — Come represent the industry at DEQ’s
rulemaking to implement the new federal UST rules from the EPA.

PMAA Day on the Hill - Washington D.C. May 18-20, 2016 -- Marriott at Metro Center —
IPM&CSA will make our annual trip to Washington D.C. to visit members of the Idaho
Congressional Delegation for PMAA Board Meeting and Day on the Hill.

IPM&CSA Convention and Trade Show — August 3-5, 2016 Coeur d’Alene - Call now and
reserve your room at the CdA Resort. Our room block always fills up early for our annual event,
returning this year to beautiful Coeur d’Alene, Idaho, overlooking the lake!

The Big Budget Picture
Total State Revenues & Expenditures Stand at more than $8 Billion:

* When accounting for total Idaho state revenues and expenditures, the total is $8.37 and
$8.26 respectively, more than two and a half times the General Fund of $3.3 Billion.
Federal funds, dedicated funds and “other” funds bring the total to more than $8 billion.

* Idaho receives $2.9 billion in federal funds, not far below what the state brings in as part
of our general fund revenue stream of $3.3 billion.




General Fund Expenditures: Where the Money Goes — The Top Three Expenses
* Education accounts for 63% of the General Fund expenditures, totally more than $2.1
billion.

* Health and Human Services accounts for 22% of general fund expenditures, totaling
$707 million.

* Public Safety accounts for 10% of the general fund budget, at $337 million.

* General Government accounts for just 3.4% of general fund expenditures, totally $113
million.

General Fund Revenues: Where the Money Comes From — Top Three Sources
* Individual Income Tax accounts for 47% or the total, at $1.606 billion
* Sales tax accounts for 40% of the total, at $1.345 billion
* Corporate Income tax accounts for 6.6% of the total, at $222 million.

Governor Otter’s Budget Principles & Policy Priorities

Here is the roadmap the Governor laid out to lawmakers. FY 2016 General Revenue projections
come in at $3.13 billion, an increase of 5.5% over 2015. The governor is projecting FY2017
general revenues of $3.32 billion and proposing an FY2017 budget of $3.297 billion. The FY
2017 budget proposal is an increase of $225 million from the previous year, an increase of
7.32%.

Here are his guiding principles for governing the state in 2016, according to his FY2017
Executive Budget Summary:

Governor’s Budget Principles:
* Government will not grow at the same rate as the economy.

e Reserve funds depleted during the recession must be restored.
e Structural balance in the state budget must be maintained.

Governor’s Budget Priorities:
* Education is the top priority. (Education accounts for 63% of the state expenditure,

totaling $2.1 Billion of the FY2017 $3.3 billion General Fund budget.)
* Growth in government should be limited.
* The focus will remain on strategic investments and providing core services.

Here are some highlights from the Governor’s Budget Proposal for FY 2017:

A 7.9% increase in spending for K-12 education, that’s $116.6 million in new money including
nearly $40 million in teacher’s career ladder, $5 million each for college and career advising and
professional development, $30 million in discretionary funding, $10 million for classroom
technology, $10.7 million for literacy, and $14 million in STEM funding (Science, Technology,
Engineering and Math).

Higher Education gets an increase of 9.6% for community colleges and 8.8% for four year
schools, including $10 million that would lock in tuition costs for students entering colleges (but
not costs to the state, which would absorb the increase).




The total education budget requested is $2.065 billion, an increase of 8.4% overall, more than
S$160 million additional for 2017.

Health and Human Services gets $22 million in additional funds for a total of $707 million, an
increase of 3.2%. This is the second largest component of the general fund budget, after
education.

Other Notable Budget Items Include:

Primary Care Access Program, (part of HHS budget) proposes $30 million to subsidize basic
preventive health care for Idahoans who fall in the coverage gap between Medicaid and
subsidized insurance under the State Insurance Exchange.

$25,377,200 for post-secondary education to expand research initiatives, workforce
development, and education opportunities;

and $17,202,000 in FY 2016 and $28,669,000 FY 2017 to conform to the federal tax code.

Transportation Funding

Idaho Transportation Department Spending Authority Increase - $58,237,800. Ongoing
spending authority is provided for new user revenue generated in the State Highway Account
related to the implementation of HB 132 and HB 312a.

Idaho Transportation Department Strategic Initiatives Program Fund - $54,700,000. One-time
spending authority in the Strategic Initiatives Program Fund related to FY 2015 surplus revenue
is recommended, as outlined in HB 312a.

Idaho Transportation Department Federal Fund Increase - $21,270,200. Dedicated and federal
fund spending authority related to the Fixing America’s Surface Transportation (FAST) Act is
included. The FAST Act is a federal multi-year transportation bill that was signed on December
4th, 2015. It provides increased federal funding for highway transportation and safety.




