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Summary. Legislation being considered by the U.S. Congress would renew and increase the
level of a rail track maintenance tax credit available to short line railroads that expires on
December 31, 2007. The legislation would also protect the credit from the Alternative Minimum
Tax (AMT) and make it available to short line railroads that have been created since the credit
was originally adopted in 2004.

Introduction.

The Short Line Railroad Investment Act of 2007 would amend Section 45G of the U.S. Internal
Revenue Code to increase and extend the tax credit for Class Il and Il railroads for
expenditures on railroad track maintenance.

The Senate bill (S.881) sponsored by Sen. Blanche Lincoln (AR) was introduced on March 14,
2007 and has 34 cosponsors as of late September. It has been referred to the Senate Finance
Committee. The House bill, H.R. 1584, sponsored by Rep. Earl Pomeroy (ND), was introduced
on March 20, 2007 and has 183 cosponsors. It has been referred to the House Ways and
Means Committee. No hearings have yet been scheduled.

Major Points of the Bills

Legislation adopted by the 108" Congress in 2004 provides that Class Il and Ill railroads may
receive a tax credit of 50 percent of the cost of maintenance of roadbed, bridges and related
track structures up to a ceiling of $3,500 per mile per year per railroad. This legislation expires
on December 31, 2007. Regional and Short Line railroads eligible for the credit have annual
operating revenues of less than $320 million, often referred to collectively as “Short lines.”

S. 881/H.R.1584 would extend the credit through the tax year ending on December 31, 2010,
and increase the ceiling to $4,500 per mile. It would also allow the tax credit to be used against
alternative minimum tax liabilities and expand the credit to cover railroad track owned or leased
as of January 1, 2007,

Since its enactment railroad track maintenance tax credit supporters report that hundreds of
short line railroads have increased the volume and rate of track rehabilitation and
improvements. They argue that that extension and expansion of the credit is necessary to
ensure continued investment in track maintenance.
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The original credit was available to short lines created before January 1, 2005. Since that time,
20 new railroads have been created. H.R. 1584/S. 881 extends the credit to railroads created
during 2005 and 2006.

Supporters argue that increased infrastructure investment stimulated by the original tax credit
contributed to some price increases for the materials, and that major increases in world steel
prices have increased the costs of maintenance. To offset these increased costs, the bills
increase the mileage based credit limitation to $4,500 per mile each year.

The American Short Line and Regional Railroad Association (ASLRRA) estimates that as much
as one-third of the tax credit claimed by short line railroads is lost to the Alternative Minimum
Tax (AMT). As a result of the AMT many railroads are unable to use the credit in the same year
as the qualified expenditures and have to carry their tax credits forward. The argument is that
this reduces the credit’s value as an incentive. In order to address this problem and ensure that
the tax credit fulfills its goal of providing incentives for track rehabilitation, H.R. 1584/S. 881
allow the credit to be used against alternative minimum tax liabilities.

Some Considerations for Soybean Producers

In making the case for the proposed legislation, the American Short Line and Regional Railroad
Association (ASLRRA) states that:

“In 2001 the most conservative studies estimated the need for $7 billion in track improvements
to overcome the dilemma facing light density railroads coping with the demand for increased ralil
car weights. Since the enactment of Section 45G, hundreds of short line railroads rapidly
increased the volume and rate of track rehabilitation and improvement programs. For example,
the replacement of railroad ties, one of the critical components of handling heavier cars, has
increased by half a million ties per year in both 2005 and 2006 as a result of the credit.

“By preserving rail infrastructure, Section 45G improves customer service to 12,000 short line-
served employers and their 1 million employees. Short line railroads have grown from 8,000
miles in 1980 to almost 50,000 miles today, as large railroads have shed less profitable lines.
Without short lines, hundreds of communities would be without rail service. In 2004, short lines
used 184 million gallons of diesel to move 10.6 million carloads of freight. Trucks would have
required 540 million gallons to move the same freight. Short line railroads save $1.3 billion per
year in highway damage costs, and short lines are on average 20% to 50% cheaper than truck
transportation, especially for grains and other bulk commodities. The continued existence of
short line railroads removes over 30 million truckloads per year from the nation’s highways.”

The group cites numerous grain and oilseed shippers testifying to the importance of short line
railroads to their businesses. They also provide a number of examples of investments in track
improvements and maintenance that might not have been as economically attractive in the
absence of the credit.

Short line railroads play an important role in providing services to agricultural shippers and rural
areas. One source estimates that one-third of grain and oilseeds travel on short line railroads at
some point in their trip to market. Some or those railroads report that that the tax credit has
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enabled them to make investments in track improvements to handle heavier grain cars and
other freight. On the face of it, this would seem to be a program that offers some important
benefits to agriculture and rural America. The critical issue for soybean producers is to have
some understanding of how large the benefit to agriculture and rural areas is likely to be
compared to the likely cost, which based on assumptions used to score the original bill in 2004,
is likely to be on the order of $650 million.

All tax credits have to be paid for by either reducing other public expenditures or increasing tax
revenues. The original tax credit was among a variety of business incentives adopted by
Congress in 2004 as part of a bill to comply with international obligations related to treatment of
exporter earnings (PL108-357). Total cost of the business tax incentives over 2005-09 was
estimated at $10.8 billion by the Congressional Budget Office (CBO). The estimated cost of the
short line railroad tax credit was $501 million of this, based on the assumption that the $3,500
per mile credit was used on nearly all of the 50,000 miles of track operated by the nation’s short
line railroads. The ASLRRA suggests that this overestimated the actual cost because one third
of the credit is carried over because of the AMT. Since the proposed bills eliminate the AMT
impact and expand coverage and reimbursement rates, a $650 million cost estimate may be on
target.

As part of the STC analysis agenda, a look at the importance of short lines for agriculture and
rural areas, and for shipping soybeans and products compared to other uses can help to put
costs and benefits this tax credit in perspective.
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Efective. Efficient. Farmer-Driven.

This briefing paper produced for educational purposes only. The Soy Transportation Coalition
receives support from the soybean checkoff through the United Soybean Board and State
Soybean Checkoff organizations in lowa, lllinois, Indiana, North Dakota, South Dakota,
Nebraska and Ohio.

For additional information on the STC please contact Mike Steenhoek, Executive Director at
(515) 251-8640 or msteenhoek@soytransportation.org or at www.soytransportation.org

For questions on the content of this briefing paper, please contact the STC or Mark Newman at
Market Solutions LLC at (301) 654-2949 or marknewman@marketsrus.com or at
www.marketsolutionslic.com
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Bill Sponsors and Cosponsors as of September, 2007

H.R. 1584

Rep Pomeroy, Earl [ND] (introduced 3/20/2007)
Rep Aderholt, Robert B. [AL-4] - 8/2/2007

Rep Alexander, Rodney [LA-5] - 5/24/2007
Rep Allen, Thomas H. [ME-1] - 5/3/2007

Rep Altmire, Jason [PA-4] - 5/3/2007

Rep Arcuri, Michael A. [NY-24] - 6/22/2007
Rep Bachus, Spencer [AL-6] - 4/19/2007

Rep Baird, Brian [WA-3] - 8/2/2007

Rep Baldwin, Tammy [WI-2] - 7/26/2007

Rep Barrett, J. Gresham [SC-3] - 8/3/2007
Rep Barrow, John [GA-12] - 6/15/2007

Rep Bartlett, Roscoe G. [MD-6] - 5/10/2007
Rep Barton, Joe [TX-6] - 8/3/2007

Rep Berry, Marion [AR-1] - 6/15/2007

Rep Bishop, Sanford D., Jr. [GA-2] - 6/22/2007
Rep Blumenauer, Earl [OR-3] - 4/19/2007

Rep Blunt, Roy [MO-7] - 8/3/2007

Rep Boozman, John [AR-3] - 5/10/2007

Rep Boren, Dan [OK-2] - 9/6/2007

Rep Boswell, Leonard L. [IA-3] - 6/22/2007
Rep Boustany, Charles W., Jr. [LA-7] - 8/2/2007
Rep Boyd, Allen [FL-2] - 8/2/2007

Rep Boyda, Nancy E. [KS-2] - 3/20/2007

Rep Brady, Kevin [TX-8] - 6/7/2007

Rep Braley, Bruce L. [IA-1] - 6/15/2007

Rep Brown, Corrine [FL-3] - 8/2/2007

Rep Brown, Henry E., Jr. [SC-1] - 8/2/2007
Rep Brown-Waite, Ginny [FL-5] - 8/3/2007
Rep Burton, Dan [IN-5] - 8/2/2007

Rep Buyer, Steve [IN-4] - 8/2/2007

Rep Calvert, Ken [CA-44] - 8/3/2007

Rep Camp, Dave [MI-4] - 3/20/2007

Rep Capito, Shelley Moore [WV-2] - 5/17/2007
Rep Capps, Lois [CA-23] - 9/6/2007

Rep Cardoza, Dennis A. [CA-18] - 6/22/2007
Rep Carney, Christopher P. [PA-10] - 5/24/2007
Rep Carson, Julia [IN-7] - 4/19/2007

Rep Carter, John R. [TX-31] - 8/3/2007

Rep Chandler, Ben [KY-6] - 6/15/2007

Rep Coble, Howard [NC-6] - 5/10/2007

Rep Cole, Tom [OK-4] - 6/7/2007

Rep Costello, Jerry F. [IL-12] - 8/3/2007

Rep Courtney, Joe [CT-2] - 6/7/2007

Rep Cramer, Robert E. (Bud), Jr. [AL-5] - 8/3/2007

Rep Crenshaw, Ander [FL-4] - 4/26/2007
Rep Cubin, Barbara [WY] - 8/2/2007
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Rep Dawvis, Artur [AL-7] - 3/20/2007

Rep Davis, Danny K. [IL-7] - 8/3/2007

Rep Davis, David [TN-1] - 6/15/2007

Rep Davis, Tom [VA-11] - 4/19/2007

Rep Deal, Nathan [GA-9] - 8/3/2007

Rep DeFazio, Peter A. [OR-4] - 4/19/2007
Rep Delahunt, William D. [MA-10] - 8/2/2007
Rep Doolittle, John T. [CA-4] - 8/3/2007
Rep Doyle, Michael F. [PA-14] - 8/3/2007
Rep Duncan, John J., Jr. [TN-2] - 5/3/2007
Rep Ehlers, Vernon J. [MI-3] - 3/29/2007
Rep Ellsworth, Brad [IN-8] - 6/22/2007

Rep Emerson, Jo Ann [MO-8] - 8/2/2007
Rep English, Phil [PA-3] - 3/20/2007

Rep Etheridge, Bob [NC-2] - 5/10/2007
Rep Fallin, Mary [OK-5] - 6/22/2007

Rep Feeney, Tom [FL-24] - 7/12/2007

Rep Ferguson, Mike [NJ-7] - 8/3/2007

Rep Filner, Bob [CA-51] - 6/15/2007

Rep Forbes, J. Randy [VA-4] - 6/7/2007
Rep Garrett, Scott [NJ-5] - 8/3/2007

Rep Gerlach, Jim [PA-6] - 8/3/2007

Rep Gilchrest, Wayne T. [MD-1] - 8/3/2007
Rep Gillmor, Paul E. [OH-5] - 8/2/2007
Rep Goode, Virgil H., Jr. [VA-5] - 3/20/2007
Rep Granger, Kay [TX-12] - 8/3/2007

Rep Graves, Sam [MO-6] - 8/3/2007

Rep Grijalva, Raul M. [AZ-7] - 9/27/2007
Rep Gutierrez, Luis V. [IL-4] - 8/3/2007
Rep Hall, Ralph M. [TX-4] - 8/3/2007

Rep Hastings, Doc [WA-4] - 9/27/2007
Rep Hayes, Robin [NC-8] - 6/7/2007

Rep Herger, Wally [CA-2] - 5/10/2007

Rep Herseth Sandlin, Stephanie [SD] - 6/28/2007
Rep Hill, Baron P. [IN-9] - 8/2/2007

Rep Hinchey, Maurice D. [NY-22] - 7/19/2007
Rep Hodes, Paul W. [NH-2] - 6/28/2007
Rep Hoekstra, Peter [MI-2] - 5/17/2007
Rep Hooley, Darlene [OR-5] - 4/19/2007
Rep Jindal, Bobby [LA-1] - 8/3/2007

Rep Johnson, Timothy V. [IL-15] - 8/2/2007
Rep Jones, Walter B., Jr. [NC-3] - 8/3/2007
Rep Kildee, Dale E. [MI-5] - 4/19/2007

Rep King, Steve [IA-5] - 7/19/2007

Rep Kirk, Mark Steven [IL-10] - 5/3/2007
Rep Kline, John [MN-2] - 9/14/2007

Rep Knollenberg, Joe [MI-9] - 5/24/2007
Rep Kuhl, John R. "Randy", Jr. [NY-29] - 6/7/2007
Rep LaHood, Ray [IL-18] - 8/3/2007

Rep Lampson, Nick [TX-22] - 8/3/2007
Rep Larsen, Rick [WA-2] - 9/27/2007
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Rep Latham, Tom [IA-4] - 5/3/2007

Rep LaTourette, Steven C. [OH-14] - 5/17/2007
Rep Lee, Barbara [CA-9] - 6/22/2007

Rep Lewis, Ron [KY-2] - 5/24/2007

Rep Lipinski, Daniel [IL-3] - 7/19/2007

Rep Loebsack, David [IA-2] - 5/17/2007

Rep Lucas, Frank D. [OK-3] - 5/17/2007

Rep Manzullo, Donald A. [IL-16] - 8/2/2007
Rep Marshall, Jim [GA-8] - 7/12/2007

Rep McCarthy, Kevin [CA-22] - 5/17/2007
Rep McCaul, Michael T. [TX-10] - 6/22/2007
Rep McCotter, Thaddeus G. [MI-11] - 4/19/2007
Rep McDermott, Jim [WA-7] - 8/3/2007

Rep McGovern, James P. [MA-3] - 5/24/2007
Rep McHugh, John M. [NY-23] - 8/3/2007
Rep Mclntyre, Mike [NC-7] - 6/28/2007

Rep McMorris Rodgers, Cathy [WA-5] - 7/12/2007
Rep McNerney, Jerry [CA-11] - 4/26/2007
Rep Meek, Kendrick B. [FL-17] - 6/22/2007
Rep Melancon, Charlie [LA-3] - 6/22/2007
Rep Mica, John L. [FL-7] - 8/2/2007

Rep Michaud, Michael H. [ME-2] - 5/3/2007
Rep Miller, Candice S. [MI-10] - 5/3/2007
Rep Miller, George [CA-7] - 6/15/2007

Rep Miller, Jeff [FL-1] - 5/3/2007

Rep Moore, Dennis [KS-3] - 3/29/2007

Rep Moran, Jerry [KS-1] - 3/20/2007

Rep Murphy, Patrick J. [PA-8] - 5/24/2007
Rep Musgrave, Marilyn N. [CO-4] - 8/3/2007
Rep Neugebauer, Randy [TX-19] - 8/3/2007
Rep Nunes, Devin [CA-21] - 4/26/2007

Rep Olver, John W. [MA-1] - 9/14/2007

Rep Ortiz, Solomon P. [TX-27] - 7/26/2007
Rep Pastor, Ed [AZ-4] - 9/27/2007

Rep Paul, Ron [TX-14] - 8/2/2007

Rep Pearce, Stevan [NM-2] - 8/3/2007

Rep Pence, Mike [IN-6] - 8/2/2007

Rep Peterson, Collin C. [MN-7] - 6/7/2007
Rep Peterson, John E. [PA-5] - 6/15/2007
Rep Pickering, Charles W. "Chip" [MS-3] - 4/26/2007
Rep Pitts, Joseph R. [PA-16] - 9/6/2007

Rep Platts, Todd Russell [PA-19] - 4/19/2007
Rep Poe, Ted [TX-2] - 8/3/2007

Rep Ramstad, Jim [MN-3] - 8/3/2007

Rep Regula, Ralph [OH-16] - 6/28/2007

Rep Rehberg, Dennis R. [MT] - 6/7/2007
Rep Renzi, Rick [AZ-1] - 8/3/2007

Rep Reynolds, Thomas M. [NY-26] - 7/19/2007
Rep Rogers, Mike D. [AL-3] - 8/3/2007

Rep Rogers, Mike J. [MI-8] - 5/24/2007

Rep Ros-Lehtinen, lleana [FL-18] - 8/2/2007
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Rep Ross, Mike [AR-4] - 5/17/2007

Rep Ryan, Tim [OH-17] - 6/7/2007

Rep Sali, Bill [ID-1] - 6/7/2007

Rep Shadegg, John B. [AZ-3] - 8/3/2007
Rep Shays, Christopher [CT-4] - 5/17/2007
Rep Shea-Porter, Carol [NH-1] - 6/22/2007
Rep Sherman, Brad [CA-27] - 6/15/2007
Rep Shimkus, John [IL-19] - 5/24/2007
Rep Shuster, Bill [PA-9] - 5/3/2007

Rep Simpson, Michael K. [ID-2] - 5/10/2007
Rep Sires, Albio [NJ-13] - 6/7/2007

Rep Smith, Adrian [NE-3] - 7/26/2007

Rep Snyder, Vic [AR-2] - 5/24/2007

Rep Souder, Mark E. [IN-3] - 5/17/2007
Rep Space, Zachary T. [OH-18] - 4/19/2007
Rep Stupak, Bart [MI-1] - 6/15/2007

Rep Sullivan, John [OK-1] - 9/6/2007

Rep Tanner, John S. [TN-8] - 9/6/2007
Rep Terry, Lee [NE-2] - 8/3/2007

Rep Tiahrt, Todd [KS-4] - 4/19/2007

Rep Towns, Edolphus [NY-10] - 8/3/2007
Rep Upton, Fred [MI-6] - 8/3/2007

Rep Walberg, Timothy [MI-7] - 5/10/2007
Rep Walden, Greg [OR-2] - 8/2/2007

Rep Walsh, James T. [NY-25] - 8/3/2007
Rep Wamp, Zach [TN-3] - 8/3/2007

Rep Welch, Peter [VT] - 4/19/2007

Rep Weldon, Dave [FL-15] - 7/19/2007
Rep Westmoreland, Lynn A. [GA-3] - 8/3/2007
Rep Whitfield, Ed [KY-1] - 5/17/2007

Rep Wicker, Roger F. [MS-1] - 8/2/2007
Rep Wilson, Charles A. [OH-6] - 6/15/2007
Rep Wilson, Joe [SC-2] - 5/24/2007

Rep Wu, David [OR-1] - 4/26/2007

Rep Yarmuth, John A. [KY-3] - 6/7/2007
Rep Young, Don [AK] - 5/10/2007

S. 881

Sen Lincoln, Blanche L. [AR] (introduced 3/14/2007)
Sen Alexander, Lamar [TN] - 9/24/2007
Sen Bennett, Robert F. [UT] - 6/28/2007
Sen Brown, Sherrod [OH] - 7/16/2007

Sen Brownback, Sam [KS] - 4/16/2007
Sen Casey, Robert P., Jr. [PA] - 7/10/2007
Sen Chambliss, Saxby [GA] - 8/3/2007
Sen Cochran, Thad [MS] - 5/2/2007

Sen Collins, Susan M. [ME] - 6/11/2007
Sen Craig, Larry E. [ID] - 5/24/2007

Sen Crapo, Mike [ID] - 6/5/2007
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Sen Dodd, Christopher J. [CT] - 6/27/2007
Sen Dole, Elizabeth [NC] - 6/11/2007
Sen Graham, Lindsey [SC] - 6/5/2007
Sen Harkin, Tom [IA] - 6/5/2007

Sen Inhofe, James M. [OK] - 7/16/2007
Sen Isakson, Johnny [GA] - 6/11/2007
Sen Johnson, Tim [SD] - 9/11/2007
Sen Kerry, John F. [MA] - 9/11/2007
Sen Landrieu, Mary L. [LA] - 6/5/2007
Sen Leahy, Patrick J. [VT] - 7/10/2007
Sen Levin, Carl [MI] - 6/11/2007

Sen Lott, Trent [MS] - 8/3/2007

Sen Lugar, Richard G. [IN] - 7/23/2007
Sen Murkowski, Lisa [AK] - 5/2/2007
Sen Pryor, Mark L. [AR] - 6/27/2007
Sen Roberts, Pat [KS] - 6/5/2007

Sen Smith, Gordon H. [OR] - 3/14/2007
Sen Snowe, Olympia J. [ME] - 5/24/2007
Sen Specter, Arlen [PA] - 3/22/2007
Sen Stabenow, Debbie [MI] - 4/10/2007
Sen Stevens, Ted [AK] - 4/18/2007
Sen Tester, Jon [MT] - 7/16/2007

Sen Thune, John [SD] - 5/14/2007

Sen Webb, Jim [VA] - 7/30/2007
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