August 26th, 2002

Dear Sir or Madam,

On June 6th, the IRS proposed a new rule that has been characterized as a technical rule which will significantly raise taxes for the concrete pumping industry.

The rule, REG 103829-99, proposes a change in the definition of mobile machinery. For the past 25 years, tax regulations allowed machinery that is used for off-road purposes, but mounted on a truck chassis, to be exempt from highway use taxes if the machinery met a stringent 3-part test established by the IRS. Congress has been consistent, equipment that seldom uses the highways should be exempt from the four highway use taxes. Thus, farm equipment, construction equipment, and other mobile machinery has been exempt from these taxes.

The proposed rule will eliminate the exemption available to concrete pumping equipment. In my industry, a concrete pump is driven to a jobsite and stays on the jobsite until the job is completed. This could mean one day, several days, or longer. Approximately 25% of the total fuel used by a concrete pump is in driving a pump to and from the jobsite. The remaining 75% of the fuel  used is operation of  the pump on the job. 

Concrete pumps generally cost between $400,000.00 - $1,000,000.00, and have always been exempt from fuel taxes ($.244/gallon of diesel), from federal excise taxes (12% of the cost of the chassis), the heavy tire tax, and the annual heavy truck tax. 

For my company, this proposed rule would have a significant, negative impact and greatly effect our operational costs. The increase in tax alone on the cost of a unit could add as much as $33,600. You can be certain such an increase will slow, or halt, any decision to replace or add new equipment .

This tax increase is being considered without Congressional direction. Congress has never directed the IRS to end the current practice. In fact, the principal of highway users paying highway taxes is being maintained except for a few industries. In our case, a concrete pump’s minimal use of the highways (perhaps 7,500 miles per year) results in the same level of taxation as a heavy truck which will travel 150,000 miles per year.

This proposed tax increase in unwarranted and unfair. I hope you will write to the IRS and oppose the proposed rule. If the IRS does move forward, I hope you would support legislation to prevent the tax increase. 

Sincerely,

