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SUMMARY OF COMMITTEE FINDINGS AND RECOMMENDATIONS 

Findings 

* The New England Ethanol Project would not be economically 
feasible without an excise tax exemption. A state gasoline 
exemption is necessary for the company to secure its equity 
financing for the plant. 

* A four cent per gallon state gasoline tax exemption which 
declines one cent per year and disappears after 4 years is 
the optimum level of exemption. A reciprocity clause and a 
$5,000,000 cap on the maximum loss of revenues resulting 
from the exemption should be included in any legislation 
that is proposed. The exemption should take effect on 
January 1, 1986. 

* D. W. Small and Sons, an independent gasoline distributor 
and one of the three partners in New England Ethanol 
Products will not derive an unfair competitive advantage 
from a State gasoline tax exemption nor frorri their 
participation as a partner in the project. 

* Even though gasoline retailers carrying a "branded" product 
are restricted by contract from selling any product other than 
that sold to them by their oil company, it is best for the 
citizens of Maine to encourage competition and, therefore, the 
State gasoline exemption is in the public interest. 

* An "open supply" bill could reduce any adverse effects on 
competition among gasoline retailers. Such legislation 
should be explored more fully by the Legislature. 

* All losses resulting from a tax exemption should be reim
bursed from the General Fund. 

* The long-term benefits to the State from the New England 
Ethanol Products project outweigh the loss of tax revenues 
due to the exemption. Such benefits include creation of 120 
direct and 200 indirect jobs, increases in state sales and 
income tax revenues, the introduction of unit trains and 
lower freight rates, construction of a grain terminal, and 
production of distillers dry grain, carbon dioxide and 
electricity. 
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Recommendations 

1. The State should provide a 4 cent per gallon gasoline tax 
exemption for ethanol blended gasoline which would decline 
one cent per year until it disappears. The exemption should 
be allowed for ethanol produced in another state and sold in 
Maine as long as the state also has a tax exemption. The 
exemption should begin in 1986 and continue to 1990 or until 
the revenue loss reaches the $5,000,000 cap set by the 
legislation. (See Appendix 6 for a draft of the bill.) 

2. The Legislature should investigate the merits of an "open 
supply" bill as a means of increasing competition among 
retailers. 
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Introduction 

History 

D.W. Small and Sons, Inc. was one of the first Maine gaso
line distributors to market alcohol blended gasoline. They were a 
member of the Governor's Task Force on Alcohol Fuels and did 
research into the feasibility of producing ethanol in Maine. 

This research led them to apply for a Department of Energy 
loan guarantee for an ethanol facility in Maine. In August of 
1981, D.W. Small was granted a conditional loan guarantee of 
$67.1 million for their project. 

Eventually, this project evolved into the present New 
England Ethanol Products (NEEP) project. NEEP is a partnership, 
in which D.W. Small and Sons, Inc, E.C. Jordan and Cianbro Corp. 
are all owners. 

NEEP Project Summary 

The following is a summary of the NEEP project as it is 
proposed: 

Cost of project: About $94 million 

DOE loan guarantee: $67 million 

MGA loan guarantee: $5.5 million 

Limited partnership: New England Ethanol Products 

General partner: New England Ethanol, Inc. 

Ownership of General Partner: -D.W. Small & Sons, Inc. 
-E.C. Jordan Co. 
-Cianbro Corp. 

Plant Site: Auburn (Lewiston Junction Road) 

Acreage: 105 acres 

Plant Size: 25 million gallons of ethanol/year 

Feedstock: corn, 9.4 million bushels/year 
potatoes, up to 10% of the feedstock 
could be potatoes 

By-Products: Distiller's Dried Grains (DOG) -
annual production projected at 
84,500 tons 



Carbon dioxide (CO
2

) -
annual production projected at 
73,000 tons 

Electricity-
annual production 
38.4 million kwh. 

Markets for the By-Products: DDG - output is sold. 
co

2 
- output is sold. 

Electricity -contract with CMP. 

Federal gasoline tax exemption: 5 cents/gallon. 

Jobs at the Plant : roughly 120 (Includes about 74 NEEP and 
about 45 at the Carbon Dioxide Plant). 

Energy fuel source for plant: coal (about 46,000 tons/yr.) 

MGA Involvement 

In early 1983, NEEP applied to the Maine Guarantee Authority 
(MGA) for a $6.5 million loan guarantee for the approximately $94 
million project. Because the MGA had reached the ceiling on their 
financing ability ($50,000,000), emergency legislation was 
introduced to increase their limit to $60,000,000 (L.D. 178). 
This legislation passed and allowed NEEP to negotiate with the 
MGA for a loan guarantee. 

After a number of meetings and deliberations, the MGA 
approved a $5.5 million loan guarantee. Conditions on the MGA 
loan guarantee included: banks would be required to increase 
their direct interest in the project from $1 million to $2 
million; a consultant would review the marketing plan and the 
economic feasibility of the plant; the MGA would be able to 
approve the company's construction management contract and all 
terms of the bank financing; the MGA would be able to approve any 
ownership changes in the project; and NEEP would encourage Maine 
farmers to grow corn that would meet the plant's specifications. 

Tax Credit Legislation 

L.D. 418, "AN ACT Temporarily Reducing the Excise Tax on 
Internal Combustion Engine Fuel Enhanced with Ethanol," was 
presented to the first session of the 111th Legislature. The bill 
would have given a 4 cents/gallon State gasoline tax exemption to 
alcohol blended gasoline that contained at least 10% ethanol 
distilled in the State. The 4 cents/gallon exemption was for the 
period January 1, 1985 - January 1, 1986. Each subsequent year 
the exemption would decrease 1 cent/gallon, until January 1, 
1989, when the exemption would expire. (See Appendix 1.) 
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This legislation did not pass as originally drafted. However 
new legislation, L.D. 1699, "An Act Relating to Ethanol Produc
tion in the State," was enacted. The bill required the Office of 
Energy Resources to conduct "an evaluation of our excise tax 
exemption on ethanol fuels to determine the economic feasibility 
of ethanol fuel production in the State, with and without an 
exemption, the benefits of ethanol production and use to the 
State and other related issues." A steering committee comprised 
of 2 legislative members appointed by the President of the 
Senate, 2 legislative members appointed by the Speaker of the 
House and 3 public members appointed by the Governor was required 
to oversee the evaluation and report to the Legislature. 

The five questions the Committee was asked to address are as 
follows: 

1. Would the New England ethanol project be economically 
feasible without an excise tax exemption? 

2. If the project is not feasible without an exemption, 
what is the optimum level of exemption? 

3. Is an exemption unfair to competitors? 

4. Which fund should bear the cost of an exemption, 
the General Fund or the Highway Fund? 

5. Do the benefits to the State of allowing an 
exemption outweigh the loss of revenues? 

The full text of L.D. 1699 appears in Appendix 1. 
Committee members are listed in Appendix 2. 

The Committee met 9 times. Information was received from 
NEEP, Pine Tree Gasoline Retailers Association, the Maine 
Petroleum Association, the Maine Oil Dealers Association, the 
Maine Departments of Agriculture and Transportation, the State 
Planning Office and the Bureau of Taxation. OER hired Frederick 
S. Potter from Information Resources, Inc. to answer Committee 
questions during one meeting. In addition, OER staff compiled 
information from other states and companies. The following is a 
summary of the Committee's research and findings. 



Question #1. Would the New England ethanol project be economi-
cally feasible without an excise tax exemption? 

Ethanol was promoted originally as a means of supplementing 
gasoline supplies, but because of the current abundance of 
gasoline, lower gasoline prices and the cost of producing 
ethanol, it is not currently used for this purpose. However, it 
appears that EPA's program aimed at reducing lead levels in the 
atmosphere is providing a substantial market for ethanol as an 
octane enhancer because lead is used in gasoline to boost octane 
ratings. This will probably remain true for the forseeable 
future. 

Gasoline tax exemptions are a marketing tool that allows alcohol 
blended fuels to be sold at prices competitive or below unleaded 
gasoline prices. The tax exemption spurs consumer acceptance of 
alcohol blended fuels by allowing the sale of a similar product 
at a reduced price or a better product at the same price. 

Economic feasibility of the project is directly linked to the 
price of gasoline. Given current gasoline prices, the feasibility 
of the project without the state exemption is uncertain. If oil 
prices rise, the project would be feasible without the state tax 
credit. Despite the current slack in the oil market, long term 
projections by the Department of Energy, OER and many analysts 
point to higher oil prices by 1990. If oil prices increase to $40 
per barrel, ethanol could easily compete without any state excise 
tax exemptions and therefore a ceiling could be set on the price 
of oil which would eliminate the tax exemption when prices reach 
that level. At the same time if oil prices drop below present 
levels of $29 per barrel in the short term, the feasibility of 
the project without state and federal tax exemptions would be 
seriously jeopardized. 

In comparing NEEP's proposed cost per gallon of ethanol with 
other plant's figures, it appears that NEEP's figures are in the 
same range as other plants. It should be noted that ethanol 
production is traditionally very sensitive to the raw feedstock 
price, in this case, the price of corn. The NEEP project appears 
to benefit from favorable prices for DDG, co2 and electricity in 
comparison to other ethanol plants. These products will account 
for approximately 40% of project revenues. 

Ethanol from the NEEP project.will compete most effectively in 
those states with tax exemptions given present oil prices. Due to 
the lack of tax exemptions in the Northeast, these markets are 
primarily along the east coast south of New York City and in the 
midwest. NEEP believes it can compete effectively against 
Brazilian ethanol in the east coast markets. 

Although markets for NEEP ethanol exist in other states with tax 
exemptions, passage of an exemption in Maine would be an impor
tant asset to the project. Sales of a significant share of the 
plant output in Maine can be expected if the exemption is passed. 
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A significant marketing opportunity appears to exist if NEEP or 
marketers purchasing NEEP ethanol can arrange for the purchase of 
inexpensive blending stock (unfinished gasoline) at a price which 
would allow the ethanol blend to compete with regular unleaded 
gasoline. Frederick Potter stated that unfinished or "first run" 
gasoline can be purchased and that this type of blending would be 
technically feasible in Maine. 

Water transportation is the most economical means of transporting 
the ethanol. NEEP is exploring plans to install a small diameter 
pipeline from its Auburn plant to Portland Harbor, along the 
Canadian National Railroad's existing right of way. This would 
provide NEEP water access to ports along the East Coast. 

It has been the experience in other states, that a gasoline taK 
exemption is very helpful in securing the needed financial 
backing for ethanol plants and for ensuring their viability. 
Frederick Potter, an alcohol fuels consultant hired by OER, 
stated that all existing commercial scale plants had state 
incentives in place before the plants were built. Therefore, it 
is difficult to know whether the NEEP project would be built if 
it did not have a state gasoline tax exemption. 

Figures presented by NEEP to the Department of Energy (DOE) in 
their application for a Federal loan guarantee did not assume the 
availability of a state gasoline taK exemption. DOE granted NEEP 
a conditional loan guarantee, suggesting that they feel that the 
project is viable without a state gasoline tax 
exemption. 

The Maine Guarantee Authority (MGA) conditional loan guarantee 
was based on the following facts: the principals are all strong 
Maine companies; the MGA's exposure was very limited in 
relationship to the total project cost; and the information the 
MGA obtained from 2 consultants was favorable toward the 
marketability of ethanol. 

Reaction to the project in the financial markets has been 
disappointing thus far. However, the market for most alternative 
energy projects was down in 1983 due to lower oil prices. Federal 
tax changes have also had an adverse impact on the ability of 
NEEP to market its equity. Passage of the Maine tax exemption 
would be a useful selling point in marketing the remaining equity 
shares. 

No commercial scale ethanol plants are currently operating in New 
England. The only proposed plant is the New England Ethanol 
Products plant. New Hampshire and Connecticut are the only 2 New 
England states that have ever had a state gasoline tax exemption. 
New Hampshire's exemption was established at a time when there 
was interest in building alcohol fuel plants in the state. When 
the tax exemption expired, however, there was no interest in 
renewing it. 
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Connecticut has a 1 cent per gallon state tax exemption that is 
on the books indefinitely. To receive the credit the alcohol 
blended fuel must be marketed and sold as "gasohol". Although 
alcohol blended fuels are being sold in Connecticut, no revenues 
are being lost because the fuel is being added as an octane 
enhancer and is not being sold as "gasohol". 

Connecticut does not foresee any changes in their law. The other 
New England states do not contemplate the passage of state 
gasoline tax exemptions, even if Maine were to pass an exemption. 
Factors that might change this picture would be a substantial 
gasoline supply reduction and a subsequent rise in the price of 
gasoline, or the construction of an ethanol plant elsewhere in 
New England. 

The largest gasoline markets in New England are in Connecticut 
and Massachusetts. Unleaded gasolines are gaining a larger market 
share as compared to regular gasoline in New England and the 
country because of EPA's lead phasedown. 

Committee Findings 

The Committee finds that the New England Ethanol Project would 
not be economically feasible without an excise tax exemption. 
There are 32 states which have decided that enacting a fuel 
ethanol exemption is good public policy since it promotes 
economic development, benefits the agricultural community and 
reduces dependence on foreign oil. States where plants exist are 
pleased with the positive effect the plants have on their state's 
economy. 

Under current economic conditions, ethanol plants are probably 
not feasible without a state tax exemption. Tax credits improve 
the marketability of ethanol. No plant has been built in a state 
that does not have a tax exemption. 

In addition, the Committee finds that a state gasoline tax 
exemption is necessary for New England Ethanol Products Inc. to 
secure their equity financing for the plant. Peter DeAngelis, the 
General Manager of New England Ethanol Products, presented 
testimony to the Committee that NEEP originally felt that the 
necessary equity could be raised without a state tax exemption. 
This, however, was before NEEP tried to secure the necessary 
equity. When NEEP went into the marketplace, it became obvious to 
them that the state tax exemption is crucial to securing the 
necessary equity financing for the plant. 

Minority Findings 

One member of the committee is not convinced that an excise tax 
exemption is needed to provide incentive to motor fuel marketers 
to push the sale of ethanol-blended gasoline or to enable a lower 
price at the pump which stimulates market acceptance. 
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Since 80-90% of ethanol from NEEP is to be blended into and sold 
as ethanol-blended gasoline outside of Maine, this excise tax 
exemption in Maine will not provide incentives to gasoline 
marketers and consumers in other states. Since the committee 
member does not feel that restrictive legislation (e.g. recipro
city or "home-grown") will hold up1 and that it is in effect in a 
limited number of market areas anyway, he feels that a Maine 
exemption is not required to open-up the export markets. 

An exemption may be the best method to create an ethanol blended 
gasoline market in Maine. However, there may be other methods 
(e.g. a direct subsidy to Maine-based marketers who blend ethanol 
blended gasoline). Moreover, is it worth perhaps $5 million to 
produce a market for 10-20% of the total output? This is all 
questionable to the committee member. 

The committee member assumes an excise tax exemption may be 
needed to induce certain equity participation, for reasons 
unclear to the member. If the plant decision might be "no go" 
because the equity participation was not induced, it isn't worth 
the gamble (i.e., even with the exemption, benefits of the 
project exceed costs) implicit in rejecting an excise tax 
exemption. 

Question #2. If the project is not feasible without an 
exemption, what is the optimum level of 
exemption? 

Thirty two states have some state gasoline tax exemption in 
place. (See Appendix 3). Exemptions range from 1 cent to 11 cents 
per gallon with the most common being 4 cents and 5 cents a 
gallon. The average exemption is slightly over 4 cents per 
gallon. 

There are several different types of state gasoline tax exemp
tions, "Home grown" exemptions have been passed in some states 
whereby only ethanol produced from feedstock grown in the state 
are exempt. Some of these statutes have been ruled unconstitu
tional because they restrain commerce between states. "Open" 
exemptions allow alcohol produced anywhere to qualify for that 
state's gasoline tax exemption. "Reciprocity" exemptions are 
allowed on alcohol produced in the originating state and on 
alcohol produced in other states with tax exemptions, as long as 
those exemptions are equal to or greater than that in the 
originating state. 

Committee Findings 

The Committee finds that a 4 cent per gallon state gasoline tax 
exemption which declines 1 cent per year and disappears after 4 
years is the optimum level of exemption. Such an exemption is 
fair and reasonable since it will allow NEEP to penetrate the 
gasoline market in their first few years of operation. 
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The Committee also finds that a reciprocity clause and a 
$5,000,000 cap on the maximum loss of revenues resulting from the 
exemption should be included in any legislation that is proposed. 
The reciprocity clause will limit the availability of the exemp
tion for ethanol produced out of state to those states that also 
have an exemption equal to or greater than that in Maine. The cap 
will set a maximum liability on loss of State funds. It would 
provide that once the limit set in the cap is reached, the tax 
exemption would no longer be allowed. Finally, the Committee 
recommends that the exemption become effective on January 1, 
1986. 

Question #3. Is an exemption unfair to competitors? 

The competition issue revolves around contractual arrangements 
among the major oil companies, distributors and gasoline 
retailers. This is a very complex area that requires an 
understanding of gasoline marketing in Maine. 

Gas station owners and operators who sell branded gasoline are 
generally required to sell only the brand of their contractual 
supplier (e.g. a Gulf station can sell only Gulf gasoline). 
Franchise arrangements governing the use of branded gasoline are 
covered under the Petroleum Marketing Practices Act. 

Major oil company contracts do not allow unbranded gas to be 
pumped at their stations. Maine has more branded rural stations 
than unbranded ones. Figure 1 depicts gasoline supply and 
distribution in Maine. 

Generally gasoline supply contracts are for a term of 1-3 years. 
Station owners or operators do have the flexibility to sell 
unbranded gasoline once their contracts expire. However, this 
switch may not be an attractive prospect to many station owners 
currently selling branded products due to station name recogni
tion, brand reputation, the cost of the change to the owner and 
other business considerations. 

According to discussions with other states, the majority of alco
hol produced in the U.S. is sold by independent distributors. 
Only a few major oil companies are active in the alcohol fuels 
area. This situation is evolving rapidly, however, and several 
major oil companies are moving forward with ethanol projects. 

Fred Potter stated that the major oil companies opposing alcohol 
blended gasoline are those that are not now blending alcohol with 
gasoline and see blends as a threat to their sales of gasoline. 
Alcohol blended fuels require 10% less gasoline and as much as 
15% less crude oil at the refinery. 

Many branded retail dealers claim that alcohol blended fuels 
provide an unfair competitive price advantage for the stations 
selling it because the tax breaks afforded ethanol allow the 
blender and/or dealer to sell alcohol blended fuels under the 
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I 
....... 
....... 
I 

GASOLINE SUPPLY AND DISTRIBUTION IN MAINE 

PRIMARY 
SUPPLIERS 
IN MAINE 

Terminals in Portland 
Searsport, Bucksport 
{Portland-Bangor 
pipeline serves small 
terminals in Auburn, 

Barges tram ) Hallowell, Bangor) 
Boston, NY, NJ 
and other East Gulf, Getty, BP, 
Coast terminals Exxon, Mobil, Sun 

Oil, Cities Service 
Agway, Chevron, 
Texaco, Northeast 
Pet,·o l eum 

trucks 

JOBBERS 
(middlemen, 
marketers) 

Approximately 
50 jobbers in _ l 
Maine including: ~:::.--------"'7i 
Dead River, 
D. W. Sma 11, 
Webber, 
C.N. Brown, 
etc. 

--- ---__. 

-----
---- ---- - ----

FIGUk.~ l 

GAS STATIONS 

Owned and operated by .. 
a jobberi selling 
unbranded gasoline 

Owned and operated by 
a jobber;selling 
branded gasoline 

Independently owned and 
operatedjselling unbrande 
gasoline 

Independently owned and 
operatedjselling branded 
gasoline 

----------·~J.. --- --- --- --- Owned and operated by a 
primary supplier 



price of unleaded fuels. By blending alcohol with first run 
gasoline, the refiner can also increase his/her profit margin. 

In order to get people using alcohol blended fuels, the price 
must be cheaper than unleaded gas or the quality of the product 
must be greater than unleaded gasoline, but cost the same as 
unleaded. Generally speaking, market acceptance of alcohol 
blended fuels has been good wherever they have been introduced. 
Some states are currently having problems with too much alcohol 
being blended with gasoline, but labelling laws seem to be 
solving this problem. 

An open supply bill might be one way of increasing competition to 
the benefit of the consumer. An open supply bill would provide 
that any time a dealer received a bona fide bid lower than that 
from his/her current supplier, the dealer could ask the supplier 
to match it. If the supplier would not or could not match the 
price, the dealer could purchase the lower priced product. An 
open supply bill is currently under consideration by Congress. 
California had a bill introduced last session, but it was not 
approved. 

A table of "Selected Gasoline and Alcohol Blended Gasoline 
Figures £or the Major Alcohol Blended Gasoline Consumption States 
for August, 1983" follows. It gives the penetration of alcohol 
blended gasoline in the major consuming states and other 
information. These are the latest figures available and probably 
do not reflect year round conditions. 

Committee Findings 

The Committee finds that D.W. Small and Sons, Inc., an inde
pendent gasoline distributor and one of the three partners in the 
New England Ethanol Products, Inc. plant, will not derive an 
unfair competitive advantage frcrm any State gasoline tax exemp
tion nor from their participation as a partner in the project. 
The Committee has heard testimony that any transactions between 
the partners and the plant must be done "at arms length." 

The Committee also finds that substantial competition exists in 
the retail gasoline market in Maine and that independent re
tailers have aggressively marketed their product. A tax credit 
will not effect competition among independent retailers since all 
of them will have the opportunity to market ethanol blended 
gasoline. However, it may have some effect on competition between 
"branded'' retailers and independent retailers. Branded gasoline 
retailers may not have access to ethanol blended gasoline since 
their contracts with distributors or major oil companies may 
prohibit the sale of other products. 

The independent stations have undercut the majors with lower 
prices which have benefitted the Maine consumer. Even though 
gasoline retailers carrying a "branded" product are restricted by 
contract from selling any product other than that sold to them by 
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TABLE 
Selected Gasoline and Alcohol Blended Gasoline Figures 

for the Major Alcohol Blended Gasoline Consurrption States 

Auqust, 1983 

% of Unleaded % Alcoh 
Total Gasoline Fuel % Change Gasoline Alcohol Blended Fuel Blend of 

State (Thousands of Gals. ) From Auq.1982 Aug.1983 (Thousands of Gals. } Total Gaso 

Ariz. 110,001 8.8 48.6 12 <l 

Ark. 88,510 4.5 43.4 1,419 1. 6 

Calif. 934,098 9. 7 59.4 45,017 4.8 

Flo. 383, 711 7.9 59.3 3.5,027 9.1 

Geo. 224,784 . 3 55.8 5 <l 

Ill. 192,642 -1. 6 50.4 ·20, 164 10.5 

Ken. 139,979 1. 9 47.1 10,538 7.5 

Mass. 186,046 16.6 69. 7 5 <l 

Mich. 312,517 -.3 58.3 63,614 20.4 

Mont. 38,589 -6.5 31. 0 952 2.5 

Neb. 64,577 4.5 41.1 17,867 27. 7 

N.C. 191,529 -2.4 52.0 107 <l 

N.D: 26,983 -8.2 35.5 364 1. 3 

Ohio 374,816 3.9 56.9 40,538 10.8 

Okla. 148,996 -8.6 42.0 4,274 2.9 

s.c. 108,624 2.8 52.5 24 <l 

S.D. 34,792 1. 6 32.6 2,962 8.5 

Texas 848,802 25.9 51. 5 17,846 2.1 

Vir. 214,366 8.2 56.6 3,394 1.6 

Wash. 170,889 10.1 42.4 543 <1 

'IOTAL 4,795,251 264,672 5.5 

Source: Ethyl, Monthly Report of Gasoline Sales, August, 1983. 
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their oil company, the Committee finds that it is best for the 
citizens of Maine to encourage competition and therefore, the 
state gasoline exemption is in the public interest. 

The Committee also finds an "open supply" bill could reduce any 
adverse effects on competition &~ong gasoline retailers and that 
such legislation should be explored more fully by the 
Legislature. 

Question #4 Which fund should bear the cost of an exemption, the 
General Fund or the Highway Fund? 

Only two of the 32 states with incentives for alcohol blended 
fuels have the funds taken from their General fund. Revenue 
losses in other 30 states occur in their Highway Fund. No state 
currently reimburses their Highway Fund from their General Fund. 

Maine's Department of Transportation is supportive of the NEEP 
project. However, they are quite concerned over the impact any 
state gasoline tax exemption would have on State Highway revenues 
and Maine's ability to match Federal funds. 

In a letter to the Ethanol Steering Committee Daniel Webster, 
Jr., the Acting Commissioner of Maine's Department of 
Transportation states: 

"The Department periodically conducts intensive needs studies. 
The last such study was conducted in 1982. This study demon
strated that, to keep Maine's highways in about the same overall 
condition, it would be necessary to increase state highway 
revenues, and to match all available federal funds. Accordingly, 
the Legislature approved a state fuel tax increase and made 
adjustments in registration and other truck fees. Thus, for the 
1984-85 biennium we will be able to match all federal funds made 
available to us under the Surface Transportation Assistance Act 
of 1982. In spite of a pressing need, however, the Department may 
not have the resources in the future to match all available 
federal funds due to various competing budgetary needs. The 
Surface Transportation Assistance Act of 1982, when fully 
implemented, will substantially increase the amount of trust fund 
revenue available to be matched by the states. The State of Maine 
needs to match every federal dollar possible, yet at projected 
State Highway Trust Fund levels, we will not be able to match all 
of the federal funds allocated to us." 

Table 2 describes the amount of federal funds Maine receives and 
how it is used. 



Table 2 

Program 
Category 

FISCAL YEARS 1984 AND 1985 
PROGRAM FUNDING SUMMARY 

Federal 
Funds 

State 
Funds 

Local/Other 
Funds 

FEDERAL/STATE PROGRAM 

Total 

Interstate Construction $ 16,037,510 $ 2,131,945 $ 18,169,455 
Interstate 4R 11,882,100 1,361,900 13,244,000 
Bridge Replace./Rehab. 15,740,000 4,340,000 20,080,000 
Primary 50,038,025 14,884,505 $ 383,850 65,306,380 
Secondary 20,834,550 7,449,850 235,000 28,519,400 
Urban 12,117,500 952,900 2,825,600 15,896,000 
Hazard Elimination 2,600,000 338,900 2,938,900 
Rail-Highway Crossings 2,500,000 140,000 140,000 2,780,000 
Industrial/Commercial 225,000 75,000 300,000 

Total 131,974,685 $31,600,000 $3,659,450 167,234,135 

Different program categories require different matching ratios. 
Interstate, for instance, is 90% federal- 10% non-federal, 
federal and primary - Highways like USl and US2 - are 75% 
federal, 25% non-federal. 

The money Maine receives from the federal government is our money 
- we send it to Washington in the form of user taxes - the 
federal gas tax is the prominent form. As a matter of fact, Maine 
can get back about $1.20 for every $1.00 sent to them, as long as 
it is used according to federal guidelines and the required 
matching funds are provided. 

Webster continues, "As you can see from the Table, federal 
highway money may only be used for specific purposes, primarily 
construction and reconstruction. There is no federal money for 
maintenance, and very little for local programs .... 

"As stated in earlier testimony, state highway dollars are used 
to lever about four times as many federal dollars. State highway 
funds and local funds together match about three and 
three-quarters times as many federal funds. 

"For these reasons, we would respectfully request that if your 
Committee should see fit to recommend a gas tax exemption £or 
gasohol, that the exemption be fully reimbursed from the General 
Fund; the fund that stands to benefit from the proposed ethanol 
project." (See Appendix 4 for the entire text of the letter.) 

Michigan is an example of a state where the Highway Fund has lost 
substantial revenues. Not only has Michigan lost state revenues, 
but is has lost Federal matching funds, because of decreased 
state monies. The Michigan legislature is currently reviewing 
their state's exemption for possible changes. 
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Committee Findings: 

The Committee finds that the General Fund should ultimately bear 
the cost of a gasoline tax exemption in Maine. Since benefits 
from income taxes and sales taxes generated by the project will 
accrue to the General Fund. Any loss in the Highway Fund should 
be reimbursed by the General Fund, particularly in light of the 
fact that for every $1 lost in State Highway funds, roughly $4 in 
Federal Highway Funds dollars would be lost. The Maine DOT 
presented testimony that outlined the various highway programs, 
their Federal match and the impact any loss in revenues would 
have on highway programs in Maine. At projected State Highway 
Trust Fund levels, Maine will not be able to match all of the 
federal funds allocated to it. Therefore, the Committee finds 
that all losses from the Highway Fund should be reimbursed from 
the General Fund. 

Question #5 Do the benefits to the State of allowing an 
exemption outweigh the loss of revenues? 

If the NEEF project can be built without the tax exemption, the 
State is better off by not passing the exemption because the 
positive aspects of the project will accrue to the State without 
the negative revenue impact associated with the exemption. 

Much of the testimony and evidence received by the Committee 
suggests that the tax exemption is necessary to get the project 
built. This is discussed in detail in the first section of this 
report. The following section of the report discusses the cost 
and benefits of the exemption assuming that the benefits of the 
project will not be achieved without the tax exemption. 

In response to a request by the Committee, the Office of Energy 
Resources, in conjunction with the State Planning Office and the 
Department of Finance and Administration, provided an analysis of 
the economic development impact and state tax revenue impact of 
the project and the exemption. Memos from each agency are 
included in Appendix 5. 

The initial analysis was performed by the State Planning Office. 
Using the number of jobs that would be created in Maine by the 
construction and operation of the ethanol plant, the associated 
carbon dioxide plant, and transportation/handling of the plant's 
corn and coal feedstocks, the State Planning Office estimated the 
number of jobs created throughout the local ecomony by the 
so-called multiplier effects. This was accomplished using an 
input/output computer model of the Maine economy. The results of 
this computer model indicate that for every job created at the 
ethanol plant, the co 2 plant and in the transportation 
industries, one additional job will be created in the Maine 
economy. These additional jobs result primarily from the 
respending of income earned by employees at the ethanol and co2 plants and in the transportation industries, as well as the 
effect on industries supplying goods and services to the plants. 
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Construction of the ethanol and co, plants would create more than 
200 jobs the first year and more tnan 300 jobs in the second 
year. Once the plants are in operation, there would be 120 full 
time jobs at the plant and 75 jobs in trucking and railroads. The 
State Planning Office analysis indicates that an additional 
200-300 jobs would be created in the local economy, primarily in 
businesses which provide consumer goods and services. 

Total income earned by employees at the plants, associated 
industries and the consumer sectors of the local economy would be 
in excess of $10 million per year. Based on this estimate of 
increased personal income, the increases in state tax revenues 
will average more than $700,000/per year. This includes personal 
income taxes paid by employees, corporate income taxes and 
sales/use taxes. 

This estimate of a $700,000 increase in tax revenues was 
calculated by OER and the Bureau of Taxation and is based on 
information generated by the State Planning Office computer 
model. It is the view of many economists that results derived 
from input/output computer models such as this tend to be 
overstated for a variety of reasons. Some of these are discussed 
in Appendix 5. There is no method for improving the computer 
model at this time; therefore, it is suggested that the $700,000 
figure be accepted as an upper bound on the positive tax impact 
of the project. 

Weighing against this positive tax impact is the loss of 
revenues that would result from the tax exemption. Revenue losses 
from the tax exemption are a direct function of the amount of 
ethanol blended gasoline sold in Maine. The plant output will be 
25 million gallons per year. If 20% of the plant output is sold 
in Maine the total revenue loss would be $5 million. This appears 
to be a conservative estimate of ethanol sales in Maine, although 
there is some risk that revenue losses could be greater if more 
than 20% of the output is sold in Maine and/or other ethanol 
producers market ethanol blended gasoline in Maine. This latter 
risk could be protected against through the use of a cap on the 
total tax exemption. · 

A comparison of the annual $700,000 tax revenue gain and the $5 
million tax revenue loss shows that it will take approximately 
7-8 years for the total tax revenue gains to outweigh the tax 
revenue losses. The plant is expected to have an operating life 
of more than 20 years, therefore, it is likely that tax revenue 
gains over the life of the plant will outweigh the tax revenue 
losses. 

Tax revenue impacts are only one component of cost/benefit 
analysis. Less tangible impacts some of which cannot be 
quantified, may be more important in the long run than the narrow 
question of tax revenue impacts. On the benefit side, development 
of the plant has the following attributes: 
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Jobs: 

Unit 
Trains: 

Freight 
Rates: 

Grain 
Storage: 

Animal 
Feed: 

A total of approximately 400 jobs including 120 at the 
ethanol and co

2 
plants, 75 in transportation and 200 in 

consumer goods and services and local industries 
supplying the plants with goods and services. 

A unit train arrangement (the first to serve Maine) 
has been worked out to transport corn and perhaps back 
haul ethanol to and from the Midwest. A unit train is a 
train dedicated to one route, going back and forth 
continually. This concept in railroad transport has 
been used successfully in many regions to lower freight 
charges on a variety of bulk commodities. This 
development could have important benefits to Maine's 
other industries by lowering freight rates to the large 
Northeast-Midwest markets. NEEP's unit train could have 
other cars attached to it and backhaul other Maine 
products to the Midwest at reduced rates. The Bureau of 
Taxation cited this possibility as an important benefit 
of the project. 

New England Ethanol has successfully negotiated a 
lower rate on corn shipments due to its bulk needs. 
This has direct benefits for Maine agriculture. 

New England Ethanol will provide grain storage 
facilities, eliminating the need for a $3.5 million 
state facility. 

An important by-product of the ethanol plant is 
distillers dried grain, which is used as animal 
feed. Local availability of feed will tend to lower 
market prices for this product in Maine and benefit 
Maine agriculture. 

Potatoes: New England Ethanol may be able to use starch made 
from potatoes as a feedstock thus providing a market 
for cull potatoes. 

Gasoline 
Supplies: Maine currently consumes 500,000,000 gallons of gaso

line per year. Ethanol could be valuable in extending 
the State's gasoline supplies during times of shortages. 

Committee Findings 

The Committee finds that the long-term benefits to the State from 
the New England Ethanol Products project outweigh the loss of tax 
revenues due to the exemption. Roughly 120 jobs will be created 
at the ethanol and carbon dioxide plants, approximately 75 jobs 
will be created in rail and trucking industries, and 200 jobs in 
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the consumer goods and services sector. Construction jobs would 
range from 200-300 over the construction period. 

A positive economic benefit of roughly $10 million per year in 
increased personal income will be obtained by the local economy. 
State tax revenues will increase roughly $700,000 per year. If 
20% of the plant's output were sold in Maine, the loss of State 
revenue would be about $5 million over the four year exemption 
period. It would take approximately 7-8 years for the total tax 
revenue gains to outweigh the tax revenue losses. There is, 
however, uncertainty as to how much ethanol would be sold in 
Maine. If only 10% of the plant's output were sold in Maine, 
revenue losses would also be cut in half. 

Another less quantifiable benefit will be unit trains hauling 
grain to the plant and possibly backhauling other Maine products 
to the Midwest. Th'is concept, if implemented, would enable Maine 
farmers to achieve cheaper grain freight rates. Also, the 
willingness of NEEP to serve as a grain terminal for Maine 
poultry farmers is an important benefit, eliminating the need for 
a $3.5 million grain facility. 

Several by-products of the plant will also prove very beneficial. 
The high protein distillers dry grain will go into feed grains 
sold in the northeast. In addition, the plant will be selling 
electric power to Central Maine Power Company and the carbon 
dioxide will be used by a plant that would be constructed next to 
New England Ethanol. 

Committee Recommendations 

In light of the Committee's finding, the Committee recommends the 
following: 

1. The State should provide a 4 cent per gallon gasoline tax 
exemption for ethanol blended gasoline which would decline one 
cent per year until it disappears. The exemption should be 
allowed for ethanol produced in another state and sold in 
Maine as long as that state also has a tax exemption. The 
exemption should begin in 1987 and continue through 1990 or 
until the revenue loss reaches a cap set by the legislation. 

2. The Legislature should investigate the merits of an "open 
supply" bill as a means of increasing competition among 
retailers. 
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FIRST REGULAR SESSION 

ONE HUNDRED AND ELEVENTH LEGISLATURE 

Legislative Document No. 418 

H.P. 360 House of Representatives, February 1, 1983 

On Motion of Representative Higgins of Portland referred to the 
Committee on Taxation. Sent up for concurrence and ordered printed. 

EDWIN H. PERT, Clerk 

Presented by Representative Higgins of Portland. 
Cosponsors: Representative Michael of Auburn, Senator Trafton of 

Androscoggin and Representative Murray of Bangor. 

STATE OE' MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY-THREE 

AN ACT Temporarily Reducing the Excise 
Tax on Internal Combustion Engine Fuel 

Enhanced with Ethanol. 

21 Be it enacted by the People of the State of Maine as 
22 follows: 

23 Sec. 1. 36 MRSA §2903, as amended by PL 1981, c. 
24 702, Pt. V, §2, is repealed and the following 
25 enacted in its place: 

26 §2903. Tax levied; rebates 

27 1. Excise tax levied. Except as provided in sub-
28 section 2, an excise tax is levied and imposed at the 
29 rate of 9¢ per gallon upon internal combustion engine 
30 fuel sold or used within this State, including sales 
31 when made to the State or any political subdivision 
32 thereof, for any purpose whatsoever, except internal 
33 combustion engine fuel sold or used in such form and 
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1 under such circumstances as shall preclude the col-
2 lection of this tax by reason of the laws of the 
3 United States, or sold wholly for exportation from 
4 the State, or brought into the State in the ordinary 
5 standardized equipment fuel tank attached to and 
6 forming a part of a motor vehicle and used in the 
7 operation of the vehicle within the State, except 
8 that no tax may be levied upon internal combustion 
9 engine fuel as defined in section 2902, bought or 

10 used by any person, association of persons, firm or 
11 corporation for the purpose of propelling jet or 
12 turbojet engine aircraft, or sold wholly for exporta-
13 tion from the State, or brought into the State in the 
14 fuel tanks of an aircraft. On the same fuel, only 
15 one tax shall be paid to the State, for which tax the 
16 distributor first receiving the fuel in the State 
17 shall be primarily liable to the State, except when 
18 the fuel has been sold and delivered to a licensed 
19 exporter wholly for exportation from the State, or to 
20 another distributor in the State, in which case the 
21 purchasing distributor shall be primarily liable to 
22 the State for the tax. 

23 2. Internal combustion engine fuel; distilled in 
24 the State. Notwithstanding subsection 1, beginning 
25 January 1, 1985, internal combustion engine fuel 
26 blended in the State containing at least 10% ethanol 
27 distilled in the State shall be subject to tax as set 
28 forth in this subsection: 

29 A. From January 1, 1985, to January 1, 1986, the 
30 tax shall be at the rate prescribed in subsection 
31 1, less 4¢; 

32 B. From January 1, 1986, to January 1, 1987, the 
33 tax shall be at the rate prescribed in subsection 
34 1, less 3¢; 

35 C. From January 1, 1987, to January 1, 1988, the 
36 tax shall be at the rate prescribed in subsection 
37 1, less 2¢; 

38 D. From January 1, 1988, to January 1, 1989, the 
39 tax shall be at the rate prescribed in subsection 
40 1, less 1¢; and 

41 E. On and after January 1, 1989, the tax shall be 
42 at the rate prescribed in subsection 1. 

Page 2-L.D. 418 
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10 
11 

12 
13 

3. Internal combustion engine fuel; distilled in 
another state. The tax prescribed in subsection 2 
shall apply to internal combustion engine fuel, sold 
or used in Maine, containing at least 10% ethanol 
distilled in another New England state, provided that 
the New England state affords equal tax subsidies for 
internal combustion engine fuel, sold or used in that 
state, containing at least 10% ethanol distilled in 
Maine. 

Sec. 2. 36 MRSA §2905, as amended by PL 1971, c. 
529, §2, is further amended to read: 

§2905. Distributor or importer collects 9¢ addition
al 

14 Each distributor or importer paying or becoming 
15 liable to pay the tax imposed by tl'l.:i:s e:ka~te!." section 
16 2903, subsection 1, shall be entitled to charge and 
17 collect 9¢ per gallon only as a part of the selling 
18 price of the internal combustion engine fuels subject 
19 to the tax. 

20 Each distributor or importer paying or becoming 
21 liable to pay the tax imposed by section 2903, sub-
22 section 2, shall be entitled to charge and collect 
23 the amount of tax per gallon set forth in section 
24 2903, subsection 2, only as a part of the selling 
25 price of the internal combustion engine fuels subject 
26 to the tax. 

27 Sec. 3. 36 MRSA §2906, first~, as amended by PL 
28 1981, c. 364, §33, is further amended to read: 

29 Every distributor, importer or exporter, holding 
30 a valid certificate as such, shall on or before the 
31 last day of each month render a report to the State 
32 Tax Assessor stating the number of gallons of 
33 internal combustion engine fuel received, sold and 
34 used in the State by him during the preceding calen-
35 dar month, on forms to be furnished by the State Tax 
36 Assessor. Such reports shall contain such further 
37 information pertinent thereto as the State Tax Asses-
38 sor shall prescribe and the State Tax Assessor may 
39 make such other reasonable rules and regulations 
40 regarding the administration and enforcement of the 
41 Gasoline Tax Act as he may deem necessary or expedi-
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ent, copies of which shall be sent to such certifi
cate holders. He or his duly authorized agent shall 
have access during reasonable business hours to the 
books, invoices and vouchers of such certificate 
holders which may show the fuel handled by the cer
tificate holder. At the time of the filing of the 
report, each distributor and importer shall pay to 
the State Tax Assessor a tax of 9¢ or the amount of 
tax set forth in section 2903, subsection 2, which
ever is applicable, upon each gallon so reported as 
sold, distributed or used. An allowance of not more 
than 1% from the amount of fuel received by the dis
tributor, plus 1% on all transfers in vessels, tank 
cars or full tank truck loads by a distributor in the 
regular course of his business from one of his places 
of business to another within the State, may be 
allowed by the State Tax Assessor to cover the loss 
through shrinkage, evaporation or handling sustained 
by the distributor. The total allowance for such 
losses shall not exceed 2% of the receipts by such 
distributor and no further deduction shall be allowed 
unless the State Tax Assessor is satisfied on defi
nite proof submitted to him that a further deduction 
should be allowed by him for a loss sustained through 
fire, accident or some unavoidable calamity. 

Sec. 4. 36 MRSA §2908, as amended by PL 1979, c. 
549, is further amended by adding at the end a new 
paragraph to read: 

No refund allowed under this section for internal 
combustion engine fuel containing at least 10% 
ethanol may exceed the amount of tax imposed on the 
fuel, reduced by 1¢. 

Sec. 5. 36 MRSA §2910, as amended by PL 1971, c. 
529, §6, is further amended by adding at the end a 
new paragraph to read: 

No refund allowed under this section for internal 
combustion engine fuel containing at least 10% 
ethanol may exceed the amount of tax imposed on the 
fuel, reduced by 4¢. 

Sec. 6. 36 MRSA §2914 is enacted to read: 

41 §2914. Finding of fact 
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1 The Legislature makes a finding of fact that the 
2 distillation of ethanol, in the State, for use in 
3 internal combustion engine fuel to be in the economic 
4 interest of all the citizens of the State. In addi-
5 tion, the process will also produce a high protein 
6 animal feed, carbon dioxide and electric power. The 
7 enonomic subsidy provided under section 2903, subsec-
8 tion 2, should be provided ultimately from the Gen-
9 eral Fund. Based on this legislative finding of 

10 fact, the Highway Fund shall be reimbursed from the 
11 General Fund each month for the loss of revenue due 
12 to the economic subsidy. The State Tax Assessor 
13 shall certify to the State Controller on or before 
14 the 15th day of each month the amount to be reim-
15 bursed as of the close of the State Controller's 
16 records for the previous month. 

17 STATEMENT OF FACT 

18 This bill provides for a 4-year phased-out exemp-
19 tion from the gasoline tax on alcohol blended gaso-
20 line. This exemption is consistent with the final 
21 report of the Maine Alcohol Fuels Task Force. The 
22 task force was established by Governor Brennan in the 
23 fall of 1979 and was coordinated by the Office of 
24 Energy Resources. Highway Fund revenue losses 
25 resulting from this phased-out exemption shall be 
26 reimbursed from the Genera-1 Fund. Because of revenue 
27 to the General Fund due to this project, the net 
28 impact on the General Fund will be positive. The 
29 experience of 24 states which have enacted similar 
30 provisions indicates that these exemptions are the 
31 cornerstone of viability for an ethanol manufacturing 
32 plant, as they enable the facility to stimulate local 
33 market demand for alcohol blended fuel during the 
34 critical first few years of the plant's operation. 

35 New England Ethanol, Inc., proposes to build a 
36 $100,000,000 production plant in Maine, to be opera-
37 tional in 1985, the effective date for these exemp-
38 tions. During construction, approximately 450 con-
39 struction jobs will be created and approximately 100 
40 permanent jobs will be created upon completion. In 
41 addition, as many as 200 indirect jobs for suppliers 
42 are contemplated. The total direct and indirect 
43 annual impact of the project on the Maine economy is 
44 projected to be $11,030,000. 

Page 5-L.D. 418 
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1 Once in operation, the facility will produce 
2 25,000,000 gallons of ethanol a year, some of which 
3 will be marketed in the State. By encouraging con-
4 sumers to purchase the plant's output through use of 
5 the exemptions proposed, an important step will have 
6 been made toward the state's goal of self-sufficiency 
7 in energy. A valuable by-product of the plant, dis-
8 tillers' dried grains, will be made available to the 
9 local dairy and poultry industries, thereby consider-

10 ably lowering their transportation costs for feed. 
11 Carbon dioxide and electricity will also be produced 
12 by the facility. 

13 Without the assistance provided by these exemp-
14 tions, the ability of an ethanol plant to succeed in 
15 Maine is in jeopardy. Unless assistance is provided 
16 to Maine's young ethanol industry, potentially 
17 sizable long term economic and energy benefits to the 
18 State may well be lost. 

19 Federal figures indicate that, nationally, pene-
20 tration into the market for alcohol blended fuel is 
21 approximately 3 1/2%. If an economic subsidy on this 
22 fuel produced and sold in Maine is provided, and the 
23 fuel should become price competitive with unleaded 
24 gas, then sales figures approaching 3 1/2% of the 
25 market can be expected in Maine. 

26 Based on the above assumptions, it is estimated 
27 that the loss in tax revenue to the Highway Fund, to 
28 be reimbursed by the General Fund, as a result of the 
29 economic subsidy provided by this bill, amounts to 
30 approximately $700,000 in 1985; $525,000 in 1986; 
31 $350,000 in 1987 and $175,000 in 1988 for a tot~l of 
32 $1,750,000 for the 4-year period. The projected rev-
33 enue to the General Fund for the years 1983 to 1988 
34 would be $2,496,000, thus producing a net gain of 
35 $746,000 to the General Fund. 

36 It has been estimated that the direct annual 
37 impact on the Maine economy as a result of the pro-
38 posed New England Ethanol facility will amount to 
39 $6,830,000. The total direct and indirect annual 
40 impact of the project on the Maine economy is pro-
41 jected to be $11,030,000. 

42 1593010383 
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~l'PROVEO 
STATE OF MAINE 

JUN 30 '83 

BY GOVERNOR 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED A.ND EIGHTY-THREE 

H.P. 1282 - L.D. 1699 

AN ACT Relating to Ethanol Production 
in the State. 

Be it enacted by the People of the State of Maine as 
fol lows: ' 

Sec. 1. Evaluation of excise tax exemption on 
ethanol fuels. The Office of Energy Resources shall 
make an evaluation of an excise tax exemption on 
ethanol fuels to determine the economic feasibility 
of ethanol fuel production in the State, with and 
without ~n exemption, the benefits of ethanol produc
tion and use to the State and other related issues. 

The Office of Energy Resources shall conduct the 
evaluation within the oversight of a steering ,-.commit
tee of 7 members. Two legislative members shall be 
appointed by the President of the Senate; 2 legis
lative members by the Speaker of the House of Repre
sentatives; and 3 public members by the Governor. 
The Office of Energy Resources shall provide or 
retain staff support for the steering committee as 
well as pay for all other expenses of the evaluation. 
The Office of Eneigy Resources shall allocate up to 
$15,000, from existing resources, for this evalu
ation. The steering committee shall prepare a final 
report and recommendations by January 15, 1984. 

The evaluation shall address at least the follow
ing questions. 

1-810 
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1. Would the New E~gland ethanol project be eco
nomically feasible without an excise tax exemption? 

2. If the project is not feasible without an ex
emption, what is the optimum level of exemption? 

3. Is an exemption unfair to compecitors? 

4. Which fund should bear the cost of an exemp
tion, the General Fund or the Highway Fund? 

5. Do the benefits to the State of allowing an 
exemption outweigh the loss of revenues? 

The Office of Energy Resources shall prepare 
legislation, if necessary, to implement the majority 
recommendations of the steering committee. 

No funds allocated for che purposes of this study 
may be expended without the approval of a majority of 
the steering,cornrnittee. 

No funds appropriated for the 
study may be expended without 
majority of the steering committee. 
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In P.ouse of Representatives, ................. 1983 

Read twice and passed to be enacted . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Speaker 

In Senate, 1983 

Read twice and passed to be enacted. 
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President 

Approved 1983 

Governor 
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INFORMATION RESOURCES lNCORPORA TED 
WASHINGTON OFRCE 

499 SOlJTH CAPITOL STREET • SUITE 420 • WASHINGTON, D.C. 20003 
202-554-0614 

Net State Tax Exemetions for Ethanol/Gasoline Blends in the United States 

(September, 1983) 
Expressed in cents per gallon 

STATE 1982 83 84 85 86 87 88 89 90 91 92 

ALABAMA 2 3 3 3 3 3 3 3 3 3 3 

ALASKA 8 8 8 8 8 8 8 8 8 8 8 

ARIZONA 

ARKANSAS* 6.5 6.5 -6.5 6.5 6.5 6.5 6.5 6.5 6.5 6.5/0 

CALIFORNIA+ 4 3 3 3 3 3 3 

COLORADO*+ 5 5 5 5 

CONNECTICUT '1 

DELAWARE 

FLORIDA 5 51/ 4¢ 4 4/2 2 2/0 

GEORGIA+ 

HAWAII • 4 4 4 4• 4• 4• 4ti 4• 4• 4• 4*/0 

IDAHO • 4 4 4 4 4/0 

ILLINOIS + 31 21 2/11 1/0% 
I•,-. 

INDIANA 41 3% 4% 4% 4% 4% 4% 4% 4% 4$ 4'.t 

IOWA + 5 5/3 3/2 2/1 1/0 -
KANSAS *+ 2 2/4 5 5 5 5 5 5 5 5 5 

KENTUCKY • 3-5 3.5 3.5 3.5 3.5/0 -

LOUISIANA *+ 8 8 8 8 8 8 8 8/0 

MAINE + 

.,. 'ffLAND 0/3 3 3 3/0 

M ~ '" ::HUSETTS + 

MICHIGAN+* 5 5/4 4 2 

MINNESOTA+ 0 0/2 2 2/4 4 4 4 4 4 4 4 

,. ... ___ , .. -- ·rt:-'.h'!fi'-'!:JJF!'I'--· .. · • --· -~-- .,, .......... " .. ---- . ... - 4 Q -



MISSISSIPPI+ 

MISSOURI+ 

MONTANA tt 7 7 7 7/5 5 5/3 3 3 

NEBRASKA+ 5 5 5 5 5 5 5 5 5 5 5 

NEVADA 

NEW HAMPSHIRE *+ 5 5/0 -
NEW JERSEY 

NEW MEXICO• 10 10/11 11 1 1 11 10/8 8/5 5/3 3/2 2/0 

NEW YORK+ 

NORTH CAROLINA+ 2 2/1 1/0 

NORTH DAKOTA+ 4 4 5 6 4 4 4 4 4 4 4 

OHIO 3.5 3.5 3.5 3.5 3.5 3,5 3.5 3.5 3,5 3.5 3.5 

OKLAHOMA+ 6.5 , 
OREGON 

PENNSYLVANIA+ 

RHODE ISLAND 

SOUTH CAROLINA + 7 

SOUTH DAKOTA + 4 4 4 4 

TENNESSEE• 4 4 4 4 4 4 
•·,-...·1 

TEXAS• 5 5/2.7 2.5 

UTAH• 5 5 5 5/0 

VERMONT 

VIRGINIA *+ 8 8 8/6 6 6/4 4 4/2 2 2/0 0 0 

WASHINGTON D.C. 

WASHINGTON STATE + 1.5 1.5 1.5 1.5 1 • 5 

WEST VIRGINIA+ 

WISCONSIN + 

WYOMING+ 4 4 4/0 

• Qualifications apply 
+ New LeSi,~lation Possible in 1983 
Source! Information ~esources Incorporated 

~,.-~-~jf~~JlWY.lli'!+1:·.1·,.,._ -41-



October 1, 1983 
Gasohol 

Gasoline Exemption Diesel Sales Tax Local Tax 

ALABAMA 1 1 d: 3 d: 1 2 d: -0-
ALASKA 8 8 8 -0-
ARIZONA 1 2 -0- 1 2 -0-
ARKANSAS 9. 5 6. 5 1 0 • 5 -0-
CALIFORNIA 9 3 9 6 '.1, 

COLORADO 1 2 5 1 3 -0-
CONNECTICUT 1 4 1 4 -0-
DELAWARE 1 1 -0- 1 1 -0-
DIST. OF COLUMBIA -0- 1 4 • 8 -0-
FLORIDA 9. 7 4 9. 7 5 '.1, 

GEORGIA 7. 5 -0- 7. 5 
HAWAII 8. 5 4 8. 5 
IDAHO 1 4 • 5 4 1 4 • 5 -0-
ILLINOIS 1 1 2 't 13.5 4 '.1, 

INDIANA 1 1 • 1 1 1 • 1 5 '.1, 

IOWA 1 3 3 1 5 . 5 -0-
KANSAS 1 0 4 1 2 -0-
KENTUCKY •10 3. 5 1 0 -0-
LOUISIANA 8 8 8 -0-
MAINE 1 4 -0- 1 4 -0-
MARYLAND 1 3 • 5 3 1 3 . 5 -0-
MASSACHUSETTS • 1 1 -0- 1 1 -0-
MICHIGAN •1 3 4 1 3 4 't 
MINNESOTA 1 6 2 1 6 -0-
MISSISSIPPI 9 -0- 1 0 5 '.1, 

MISSOURI 7 -0- 7 -0-
MONTANA 1 5 7 1 7 -0-
NEBRASKA 5 . 1 5. 5 -0-
NEVADA 1 2 1 2 -0-
NEW HAMPSHIRE 1 4 5 1 4 -0-
NEW JERSEY 8 -0- 8 -0-
NEW MEXICO • 1 1 1 1 1 1 -0-
NEW YORK 8 -0- 1 0 4 '.1, 

NORTH CAROLINA 1 2. 25 5 12.25 -0-
NORTH DAKOTA 1 3 4 1 3 -0- ,._,_. 

OHIO • 1 2 3.5 1 2 -0-
OKLAHOMA 6.58 -0- 6.58 -0-
OREGON 8 -0- 8 -0-
PENNSYLVANIA •12+ -0- 1 2 -0-
RHODE ISLAND • 1 3 -0- 1 3 -0-
SOUTH CAROLINA 1 3 -0- 1 3 -0-
SOUTH DAKOTA 1 3 4 1 3 -0-
TENNESSEE 1 0 4 1 3 -0-
TEXAS 5 5/2.1 6.5 -0-
UTAH 1 1 5 1 1 -0-
VERMONT 1 3 -0- 1 4 -0-
VIRGINIA • 1 4 f, 8 1 5. 3 5 -0-
WASHINGTON •16 1 • 6 1 2 -0-
WEST VIRGINIA 15.35 -0- 1 5. 35 -0-
WISCONSIN 1 5 -0- 1 5 -0-
WYOMING 8 4 0 -0-

9¢ tax per gallon changed on gasoline and diesel effective 
April 1, 1983 
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• Variable tax rate/+ 61 Wholesale franchise Tax on distributors 

Source: Informa' in Resources, Inc., Highway Users Federation 
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2ANIEL WEBSTER, JR. 
Acting Commissionc•r 

Members of the Ethanol Study Committee 
Office of Energy Resources 
State House Station #53 
Augusta, Maine 04333 

Dear Chairman Gleason and Chairman Norton: 

: r'' 

I. 
~ j . i 

January 9, 198-l 

On behalf of the Department of Transportation, I would like to take this 
opportunity to thank the Committee for allowing us to have access and input 
into your meetings. I would like to reiterate our willingness to assist the 
Committee in any way. 

,t, 

During your meeting of December 30, Representative Hall asked Walter 
Verrill, of my staff, for information on federal highway expenditures in 
Maine. I would like to preface my answer to Rep. Hall's question by noting 
that the Department periodically conducts intensive needs studies. The last 
such study was conducted in 1982. This study demonstrated that, to keep 
Maine's hiqhways in about the same overall condition, it would be necessary to 
increase state highway revenues, and to match all available federal funds. 
Accordingly, the Legislature approved a state fuel tax increase and made 
adjustments in registration and other truck fees. Thus, for the 1984-85 
biennium we will be able to match all federal funds made available to us under 
the Surface Transportation Assistance Act of 1982. In spite of a pressing 
need, however, the Department may not have the resources in the future to 
match all available federal funds due to various competing budgetary needs. 
The Surface Transportation Assistance Act of 1982, when fully implemented, 
will substantially increase the amount of trust fund revenue available to be 
matched by the states. 'Ih<2 State of Maine needs to match every federr1l dollar 
co,3siblc, yet at projectcu State Highway Trust Fund levels, \.Je will not be 
20le to match all of the federal funds allocated to us. 

The above noted, I believe that the attached Table answers Rep. Hall's 
question regarding how much federal highway money we received, and how it is 
11sed. The Table 1.Jas excerpted from testimony previously given before the 
Transportation Cor:~mi ttee, and the numbers have been slightly changed; however, 
the mag~itude is quite accurate. 
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:--lembers of the Eth,llJOJ Study 
Committee Jam -ry 9, ;.j 

As you can see from the Table, federal highway mor1 ey may only be U~t:', ~ or 
specific purposes, primari) y construction and reconstruction. The:,~ i.s w.> 
federal money for maintenance, and very little for local programs. The 
largest category of federal highway funds available is for primary ',igh\,'dY 
construction and reconstruction. This class of highway includes re :tes such 
as Rte.land Rte. 202. While there is more flexibility today than in the 
past, the Department is fairly well locked into these funding categ,ries, cJS 

determined by federal mandate. 

When we discuss the Department's budget, we often talk of matcring federal 
funds. In fact, the way the Federal Highway Trust Fund is set up, state 
Departments of Transportation are reimbursed from a trust fund for expenditures 
that have already occurred. Thus, tracking and maintaining a steady cash 
flow is very important to the departments. Any policy that infringes upon 
a department's cash flow is very detrimental to its overall highway program. 

As stated in earlier testimony, state highway dollars are used to lever 
about four times as many federal dollars. State highway funds and lucal 
funds together match about three and three-quarters times as many federal funds. 

For these reasons, we would respectfully request that if your Committee 
should see fit to recommend a gas tax exemption for gasohol, that the exemption 
be fully reimbursed from the General Fund; the fund that stands to benefit 
from the proposed ethanol project. 

Again, thank you for allowing the Department of Transportation to have 
input into your Committee's deliberations. Please share this letter with 
Rep. Hall and the other members of the Committee. 

DWJr:GRH/jg 

Attachment 

Daniel Webster, Jr. 
Acting Commissioner 
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Program 
Category 

~T .~?· .. ~\I ~ YlijiJ:~3 19fJi~ J~::J l ')~ 5 
?L<X;?,N·i fUfT.':I;"iG SLhfAEY 

l\:1deral 
FtH:ls 

State 
Funds 

flJ)ERAL/ STATE PRCGRAM 

Local/Other 
Funds Tote i 

Interstate Construction 
Interstate 4R 

$16,037,510 
11,882,100 
15,740,000 
50,038,025 
20,834,550 
12,117,500 

$ 2,131,945 
1,361,900 
4,340,000 

14,884,505 

~ 18, 169 ,!~55 
13,244,000 
20,080,000 
65,306,380 
28,519,400 
15,896,000 

Bridge Replace./Rehab. 
PrimarJ $ 383,850 

235,000 
2,825,600 

Secondary 
Urban 
Hazard Elimination 
Rail-Highway Crossings 
Industrial/Corrmercial 

2,600,000 
2,500,000 

225,000 
-$1~3~1~, 9 74, 685 

7,449,850 
952,900 
338,900 
140,000 140,000 

75,000 

2,938,900 
2·, 780,000 

300,000 
TOTAL $31,600,000 $3,659,450 :nG?, 234, Ds 

DIFFERENT IB.CGRAM CATEGORIES REQUIRE DIFFERENT MA.TCHING RATIOS. 

INTERSTATE, FDR INSTANCE, IS 90% FEDERAL-10% NON-FED ::RAL, FEDERAL 

AID PRIMARY - HIGHWAYS LD.ZE USl AND US2 - ARE 75% FEDERAL, 25% 

NOO-FEDERAL. 

THE ~ WE GET FROM THE FEDERAL GOVERNMEITT' IS CUR MCTIBY - WE 

SEND IT TO WASHilGTON L.~ THE FORM OF USER TAXES - n:s FEDERAL GAS 

TAX IS THE PP--CMINENI' FORM. AS A MATTER OF FACT, WE CAN GET BACK 

A ... BOUT $1.20 FDR EVERY $1.00 WE SFl.'ID TIID1, AS LOOG \S WE USE IT 

ACCORDL~ TO THEIR PRCGWfS AND ALSO PROVIDE THE REQl :IRED MA.TC,1-ll{; 

FUNDS. 
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STATE OF MAINE __ .. 
lnter,Oepartmental Memorandum Date December 20, 1983 

Tu Ethanol Sub-committee Depc. ______________ _ 

Fram S t e v e B u c h s b a um Depc. 0 ff i c e of Energy Resources 

Subject Tax revenue impacts of the proposed et ha no 1 p 1 ant 

Further work has been done to analyze the impact of the 
proposed ethanol plant and gas tax exemption on state tax revenues. 
Results of this analysis indicate that state tax revenue losses 
due to the proposed exemption would be off-set by revenue gains 
in the scenario in which 20% of the plant output is sold in Maine 
and no other ethanol fuel is sold in the state. 

The State Planning Office used the Maine Economic Policy 
Analysis model and inputs obtained from NEPP to derive indirect 
and induced effects of construction and operation of the plant in 
the Maine economy. This computer model calculates total employment 
and personal income resulting from the project. I used these per
sonal income figures to estimate state tax revenues rel~ted to 
the project. This was done by creating a ratio of state tax 
revenues per dollar of personal income in Maine using figures 
from the Financial Report (FY'l982) provided by the State Con
troller's Office. Corporate income tax and sales/use taxes had 
been reviewed previously by the Department of Finance and Admin
istration. Essentially, the new analysis by the OER and the SPO 
incorporates the revenue gains included in the prior analysis and 
includes additional state revenue gains which can be expected as 
wages and salaries of construction workers, plant personnel and 
transport workers are spent in the economy. Estimated state 
tax revenues are shown on a yearly basis in Table 1. Table 2 
incorporates those results into the table presented at the last 
meeting. 

It is interesting to note that the results of the SPO/OER 
analysis are close to what one would have predicted using the 
Michigan study reviewed at the last meeting. The DOE study, 
which was also reviewed at the last meeting, appears to have 
overstated the tax revenue gains from an ethanol plant built 
and operated in Maine 

SB/myg 
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Table 1 

State Tax Revenue Gains fran the Proposed Ethanol Plant 
(Thousands of dollars) 

REVENUE 1984 1985 1986 1987 1988 1989 'IDTAL 

. tl D1rec 

Personal IncOl'IE Taxes 360 418 84 88 93 97 1,140 

Corporate IncOl'IE Taxes 79 79 198 42 90 249 737 

Sales/Use Taxes 140 220 60 64 65 70 619 

Indirect & Induced2 110 400 570 590 620 640 3,030 

689 1,817 912 784 868 1,056 5,526 

1 Direct revenue effects calculaed by NEPP 

2 Indirect and induced revenue effects calculated by SPO/OER. 
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Table 2 

State and I.Dcal Revenue Irrpacts of the Proposed Ethanol Plant 

Millions of Gallons of Ethanol Sold 
in Maine per Year 

0 5 10 15 20 25 

State tax loss 0 -5.0 -10. 0 -15.0 -20.0 -25.0 

Property tax gain 3.0 3.0 3.0 3.0 3.0 3.0 

State·tax gain 5.5 5.5 5.5 5.5 5.5 5.5 

Net change in tax revenues 

State 5.5 0.5 -4.5 -9.5 -14.5 -19.5 

Local 3.0 3.0 3.0 3.0 3.0 3.0 

Notes: All tax revenue impacts calculated for 1984-1989 in millions of dollars. 

State tax gain includes state incorre and sales taxes on direct, 
indirect and induced multiplier effects. . 
Positive tax revenues of approximately $1 million per year v.0uld continue 
after four year tax exemption period. 
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,r si-;1 PH E BRENNAN 
I ;l lvLnNlJR 

ST A TE OF MAlf\JE 

EXECUTIVE DEPARTMENT 
ST ATE PLANNINL3 OFFICE 

Oecember 2n, Jor,~ 

Tn: Ethanol Study Committee 

FPnM: rh~rles s. Colgan, Senior Economist 

SUBJECT: Economic impacts of proposerl Ethanol plant. 

RICHARD E. OARRING'ER 
OIRECTCJR 

At the request of the Office of Energy Rcources, I examinerl 
the economic impRct of the proposed Hew England Ethanol project 
using the State Pl~nning Office's Forecasting and Simulation 
~occl of the State's economy. 

Table 1 shews the employment that "EEP estimates will he 
~enerated by the project during both construction and operation. 
r.onstruction employment was based on esti~ated ~an-hcurs to 
complete the construction, anrl assumerl that 40% of the work would 
t~k~ place during the first year of construction and 601 the 
second year. Construction is assumerl to begin in 1QA4. 
npc~ating employment was directly estimatrrl hy the company. 

Coristrl!cticn 
Operation: 

i::ttianol P1~_nt 
fl.;dlroa<i 
Trucking 

TOTAL 

TABLE l 
ESTTMATEn NEW DIRECT JOBS 

1984 l9RS 

21e ~27 

0 (I 

n 0 
n n 
21R :l27 

1986-end 

120 
40 

1~5 

Table 2 shows the indirect and induced employment effects 
~nrl t~e growth in personal income estimated by the model for four 
ye~rs: th~ two construction years, the first ycJr of operation, 
an~ the fourth operating year (1990), which is typical of the 
orcrJting years. 

-.; ·, 1 :-. TE STREET. STATE HOUSE STATION 38, AUGUSTA, MAINE 0<-l'.333 TEL (207) 2B9 3261 or 31 54 
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TABLE 2 
ESTIAMTED EMPLOYMENT AND INCOME EFFECTS 

1984 19R5 1986 

Direct employment 218 327 195 
Inrlirect employment 148 261 238 
Total new employment 366 588 433 

Implied multiplier 1. 6R 1 . 8 n 2.22 

Additional Personal 
Income '$8 mi l 1 . $14 mi 1 1 . $11 mi 1 1 . 

The output from the model rests on the following 
assumptions: 

19QO 

195 
219 
414 

2. 12 

$13 mi 1 1 . 

1. That the estimates of employment supplied by the company 
are essentially correct. 

2. A stable, moderate U.S. economic growth over the periorl. 

The revenue estimates rleriverl from this morlel utilize the 
assumptions that the rates and basic structure of the Maine tax 
svstem are the same as in FY 1~82. 
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ST A TE OF MAINE 
lnter~Departmental Memorandum Date January 17, 1984 

T Steve Buchsbaum 
◊----------~.xx-t--'---

From Edgar Miller - G. N. Lesperance 

Subject New England Ethanol l'roject 

Dept. Office of Energy Resources 

Dept. Taxation 

The measurement of the economic impact of a new source of employment is 
imprecise at the national level and more imprecise at the local level even though 
the economic theory is well developed. The Forecasting and Simulation Model 
developed by the State Planning Office and Dr. Treyz is a well developed state 
of the art tool to compute consistent economic impacts. However, the model is 
limited by inadequate detailed data of the Maine economy. 

This type of model is the best tool we have to consistently measure the impact 
of new employment projects, tax policy changes or other economic development possi
bilities. This model will measure the impacts of potential developments with the 
same analysis procedure so that development alternatives with the greatest benefits 
ar,d the least cost can be determined. Due to the 1 imi ted economic data available 
we can more easily measurJ the positive impacts, direct employment gain, money 
flows, than the nego.tive impacts with each development possibility. Thus we must 
carefully evaluate the reasonableness of the impacts produced by this model and 
carefully judge the qualitative benefits before making a decision. 

The primary immediate benefit to the state of the ethanol plant is the increase 
1n the general fund revenue and an increase in the highway fund revenue due to the 
extra fuel conswned Le cause this plant is in operation. 

General Fund Growth 

Because of inflation and the rapidly increasing personal income tax rates the 
annual dollar value of the general fund has increased each month during the seventies 
in spite of the recessions, tax exemptions, closing textile mills, closing shoe shops, 
closing auto dealers ru1d others. Thus if we promote the ethanol plant and accept an 
excise tax exemption, no matter how we measure the gain or loss the G. F. revenue will 
continue to increase. 

If the ethanol plant were to employ 195 people, some large proportion, possibly 
75%, would come from currently employed people looking for a better or different 
employment opportunity. The remaining 25% would come from the unemployed and the 
managerial and technical employees moving into the area. The 75% or about 150 em
ployees that change jobs will create little additional general fund revenue since 
they are already employed. The jobs that these 150 employees leave will probably 
not all be refilled unless these firms are all at their capacity limits. 

In the real world it simply does not happen that this ethanol plant will find 
195 employees with the correct skills and work experience among the unemployed. 
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Any new operation or an expansion of an existing operation will find the majority 
of their new employees from employed workers looking for a new opportunity. Because 
this career skill ladder process is what actually takes place, it is very difficult 
to accurately measure the impacts that result. 

In a similar manner the indirect and induced employment is difficult to measure 
because of the skill ladder process, the capacity limits of the indirect and induced 
firms, and the degree of geographic dispersion. The more the dispersion the greater 
is the possibility that the additional business could result in an increased number 
of hours worked rather than new employees. 

The Lewiston-Auburn area has a current labor force of 38,500 and employment of 
35,600. The 200 new jobs due to this new plant could reasonably be absorbed with 
out any easily measurable change in the economic data. 

However, we must make some careful attempt to measure the benefits to the 
general fund and the potential costs in excise tax revenue exemptions. 

Other Benefits 

As stated earlier it is difficult to measure the more direct benefits and costs 
of this ethanol plant in i!he short term of several years. llowever, we should give 
careful thought to some of the qualitative benefits that could be very important in 
our long term employment growth. 

1. Low cost unit trains. 

Since Maine is in the curner of the U.S. hiyh transportation costs of both 
raw materials and products ready for market have been blamed for limited economic 
development. Railroad Lleregulation and work rule c;hanges are becoming a reality 
with the potential pov1erful benefit of lower cost transportation. The obvious benefit 
is to reduce the cost of raw materials shipped to Maine for processing and to increase 
the distance from Maine our products can be competatively sold. If a unit train makes 
regular trips to Ohio for corn it could back haul at very favora'.ble rates, Maine 
lumber, paper, ethanol, potatoes, blueberries and possibly many other products. The 
ethanol plant could very well be the catalyst that makes the potential unit train 
concept an operational reality and economic benefit to a much larger section of Maine 
industry. 

2. The start of a new inuustry base. 

The fermentation of corn is the start of a new industry in Maine. We will 
be forced to develop new business relationships, employment skills, transportation 
links, etc., that if well promoted and skillfully developed could lead to a new em
ployment source for Maine citizens, similar to the electronic firms like Data General 
and Digital. 

The fact that we have a fermentation industry established could possibly 
become a nucleus for other biochemical processing firms that could take advantage 
of unit trains, Maine ports and hopefully the required labor force skills. 
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3. Raw material sales to existing Maine industry. 

Maine manufc1.cturers purchase raw materials from a wide range of suppliers. 
In the longer tenn the establishment of lower cost transportation via unit trains 
and piggy back trains and the beginnings of a biochemistry processing industry would 
support additional employment of firms selling to or buying from this biochemistry 
processing industry. 

A related example has happened in Maine. The growing computer production 
has created increased employment in metal fabrication. These firms manufacture 
metal cabinets for the computer manufacturers. 

EM:lsc 

., 

'I 
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AN ACT to Promote the Distillation of Ethanol for Use as an 
Internal Combustion Engine Fuel. 

Be it enacted by the People of the State of Maine as follows: 

Sec. 1. 36 MRSA section 2914 is enacted to read: 

Section 2914. Reimbursement from General Fund to the Highway Fund 

The Legislature makes a finding of fact that the distil
lation of. ethanol, in the State, for use in internal 
combustion engine fuel to be in the economic interest of all 
the citizens of the State. In addition, .the process will 
produce a high protein animal feed, carbon dioxide and 
electric power. The economic subsidy provided under section 
2903, subsection 2, should be provided ultimately from the 
General Fund and should not exceed a total of $5,000,000 
between 1986 and 1990. Further, the economic subsidy may not 
exceed $1,250,000 annually, except that, if the subsidy for 
a given year is not fully used during that year, the unused 
portion may be added to the subsidy for the next year or 
years. If the subsidy reaches the amount available as 
provided in this section at any time during a year as 
determined by the State Tax Assessor, the rate set forth in 
section 2903, subsection 2, for that year shall no longer be 
in effect for the following month. 

Based on this legislative findinq of fact, the Highway Fund 
shall be reimbursed from the General Fund each month for the 
loss of revenue due to the economic subsidy. The State Tax 
Assessor shall certify to the State Controller on or before 
the 15th day of each month the amount to be reimbursed as of 
the close of the State Controller's records for the previous 
month. 

Sec. 2. 36 MRSA section 2903 as last amended by PL 1983, c. 438 
is repealed and the following enacted in its place: 

Section 2903. Tax levied; rebates 

1. Excise tax levied. Except as provided in subsection 2, an 
excise tax is levied and imposed at the rate of 14 cents per 
gallon upon internal combustion engine fuel sold or used 
within this State, including these sales when made to the 
State or any political subdivision thereof, for any purpose 
whatsoever, except the internal combustion engine fuel sold 
or used in such form and under such circumstances as shall 
preclude the collection of this tax by reason of the laws of 
the United States, or sold wholly for exportation from the 
State, or brought into the State in the ordinary standard-



ized equipment fuel tank attached to and forming a part of a 
motor vehicle and used in the operation of that vehicle 
within the State, except that no tax may be levied upon 
internal combustion engine fuel as defined in section 2902 
bought or used by any person, association of persons, firm 
or corporation for the purpose of propelling jet or turbojet 
engine aircraft, or sold wholly for exportation from the 
State, or brought into the State in the fuel tanks of an 
aircraft, or on or after July 1, 1983, sold in bulk to any 
political subdivision of the State. On the same fuel only 
one tax shall be paid to the State, for which tax the 
distributor first receiving the fuel in the State shall be 
primarily liable to the State, except when that fuel has 
been sold and delivered to a licensed exporter wholly for 
exportation from the State, or to another distributor in the 
State, in which case the purchasing distributor shall be 
primarily liable to the State for the tax. 

Internal combustion fuel, as defined in section 2902, which 
is held by retailers at the close of March 31, 1983, shall 
be subject to the 14 cents per gallon tax rate. Retailers, 
as defined in section 1752, subsection 10, shall be liable 
for the difference between the 14 cents per gallon tax rate 
and the 9 cents per gallon tax rate in effect prior to April 
1, 1983. Payment shall be made to the State Tax Assessor be
fore May 15, 1983, and it shall be accompanied by the appro
priate completed form described by the State Tax Assessor. 

2. Internal combustion engine fuel; distilled in the State. 
Notwithstanding subsection 1, beginning January 1, 1986, 
internal combustion engine fuel blended in the State 
containinq at least 10% ethanol distilled in the State shall 
be subject to tax as set forth in this subsection, except as 
provided in section 2914: 

A. From January 1, 1986, to December 31, 1986, the tax shall 
be at the rate prescribed in subsection 1, less 4 cents; 

B. From January 1, 1987, to December 31, 1987, the tax shall 
be at the rate prescribed in subsection 1, less 3 cents; 

C. From January 1, 1988, to December 31, 1988, the tax shall 
be at the rate prescribed in subsection 1, less 2 cents; 

D. From January 1, 1989, to December 31, 1989, the tax shall 
be at the rate prescribed in subsection 1, less 1 cent; and 

E. On and after January 1, 1990, the tax shall be at the 
rate prescribed in subsection 1. 

The tax prescribed in this section shall apply to internal 
combustion engine fuel, sold in Maine, containing at least 10% 



enthanol distilled in inother state, provided that the State 
affords at least equal tax subsidies for internal combustion 
engine fuel, sold or used in that state, containing at least 
10% ethanol distilled in Maine. 

Sec. 3 36 MRSA Section 1760, subsection 8 as last amended by P.L. 
1981, c. 702, is further amended by adding a new paragraph: 

C. Internal combustion engine fuel containing at least 10% 
ethanol and taxed at the rate provided in section 2903, 
subsection 2. 

Sec. 4 36 MRSA section 2915 is enacted to read: 

Section 2915. Report to the Legislature. 

The State Tax Assessor shall report to the Legislature by 
January 31, 1987 and each subsequent year until 1990 on the 
amount of revenue losses due to the economic subsidy provided 
in section 2903, subsection 2. The report shall also include 
information provided by the Office of Energy Resources on 
ethanol sales in other states, revenue losses to those states 
from similar economic subsidies and any other relevant 
information on the market for ethanol blended gasoline 
requested by the Legislature. 



STATEMENT OF FACT 

This bill is the result of the findings and recommendations of 
the Ethanol Study Committee that was established by the First 
Session of the 111th Legislature to evaluate the costs and benefits 
of an ethanol tax exemption. 

New England Ethanol, Inc., proposes to build a $94 million 
plant in Maine that would produce 25 million gallons of ethanol per 
year. The committee found that the project would not be economi
cally feasible without an excise tax exemption and that the 
long-term benefits to the State from the project outweigh the loss 
of revenues due to the exemption. 

, Roughly 120 jobs will be created at the ethanol and carbon 
dioxide plants, approximately 75 jobs will be created in rail and 
trucking industries, and 200 jobs in the consumer goods and 
services sector. Construction jobs would range from 200-300 over 
the construction period. 

A positive economic benefit of roughly $10 million per year in 
increased personal income will be obtained by the local economy. 
State tax revenues will increase roughly $700,000 per year. If 20% 
of the plant's output were sold in Maine, the loss of State revenue 
would be about $5 million over the four year exemption period. It 
would take approximately 7-8 years for the total tax revenue gains 
to outweigh the tax revenue losses. There is, however, uncertainty 
as to how much ethanol would be sold in Maine. If only 10% of the 
plant's output were sold in Maine, revenue losses would also be cut 
in half. 

Another less quantifiable benefit will be unit trains hauling 
grain to the plant and possibly backhauling other Maine products to 
the Midwest. This concept, if implemented, would enable Maine 
farmers to achieve cheaper grain freight rates. Also, the 
willingness of NEEP to serve as a grain terminal for Maine poultry 
farmers is an important benefit, eliminating the need for a $3.5 
million grain facility. 

Several by-products of the plant will also prove very 
beneficial. The high protein distillers dry grain will go into feed 
grains sold in the northeast. In addition, the plant will be 
selling electric power to Central Maine Power Company and the 
carbon dioxide will be used by a plant that would be constructed 
next to New England Ethanol. 

This bill provides a 4-year phased-put exemption from the 
gasoline tax on alcohol blended gasoline. Highway Fund revenue 
losses resulting from the exemption will be reimbursed from the 
General Fund and may not exceed $5,000,000 over the four year 
period. The exemption will. assist the project in marketing its 
product and in obtaining the necessary financing for construction. 




