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Minutes:

Senator Gary Lee opened the hearing on SB 2282 relating to renewable energy research
council renewable fuels grants, flexibie fuel vehicle registration fees, motor vehicle fuel tax on
ethanol-blended fuel, and corporate income tax credits to promote renewable energy sales and
use; to provide an appropriation; to provide an effective date; and to provide an expiration
date. There were five committee members present and one absent.

Senator Heitkamp introduced SB 2282. The bill is in front of you because there were a
number of us last session that wanted to encourage the use of E-85. We wanted dealers to
take risks and get out there and promote renewable fuels and many dealers did. We put a
financial incentive to do that and it worked. Three dollar gas and an incentive on E-85 worked.
Two dollar gas changed some of that and also when the incentives were gone the incentive
was gone. SB 2282 was put out there to give some incentives to the marketers. The bill
focuses on encouraging the retailers and others to use blender pumps. The bill establishes
the renewable fuel goal of replacing twenty-five percen-t of all petroleum used in the formation
of gasoline with biofuels by the year 2020. This bill provides a scalable tax credit for retailers
on meeting the states renewable fuel standards. It provides a tax credit for the sale of

biodiesel blended fuels and you will see some amendments in this area. It eliminates the tax
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on the ethanol portion of each gallon of gas sold. It sets a goal for flex fuel vehicles in North
Dakota while giving a ten dollar break on vehicle registration on flex fuel vehicles. It directs the
Renewable Energy Council that was created in SB 2288 to provide a cost share to install or
convert infrastructure to dispense ethanol at blends higher than ten percent and to store and
dispense biodiesel.

Senator Heitkamp passed out some proposed amendments to SB 2282. (Attached see
proposed amendments)} Senator Heitkamp said he was happy the bill was in the
Transportation Committee. This bill keeps the retailers in mind. It reward and gives incentives
to retailers.

Senator Potter asked where we are now in terms of the percentage of petroleum used today
or the number of flex fuel vehicles.

Senator Heitkamp answered that the Ag Department would be testifying in favor of SB 2282
and they should have these figures.

Senator Lee asked if the amendments affected the fiscal note.

Senator Heitkamp said he was going to let someone else answer that but he thought it would.
Senator Fiebiger asked about the corporate credits on page 3 and how they arrived at the 4.5
cents per gallon.

Senator Heitkamp said this bill has been worked through the Renewable Partnership and they
looked for support from them and in the end with the corrections they were able to garner that
support. |

Senator Lee wondered how the word goal fits into the definition of policy making that we do
here.

Senator Heitkamp said the word goal fits in good as long as it isn't used another day as a

club. This is a group effort.
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Senator Lee asked how he would see the consumer being affected at the pump with this bill.
Senator Heitkamp said that if you believe in the capitalist system, if the retailer saves or
makes money hopefully he will pass it on. The retailers have some major cost of going to the
blended pumps. This bill should help that.

Senator Potter said that there will be some that say great plan but don't take money away
from the highway fund. Senator asked if money could be considered from other sources.
Senator Heitkamp said he would leave that up to the committee.

Representative Gulleson testified in favor of SB 2282. She said that they had addressed the
production side but this bill speaks to the use and the market side. This bill is patterned after
an lowa bill that was passed in their last session. She told what South Dakota and Minnesota
are doing to address this also. This bill is a good positive blend of goals and incentives. She
said right now we produce about 35 million gallons and with the proposed plants it will be
closer to 320 million gallons. She said we have to address the use side. She believes this bill
addresses that. What she likes most about the bill is that it has incremental increases in goals
and that will match up with the increases in production as it comes on line.

Secretary Roger Johnson strongly supports this bill. His written testimony is attached #2.
Mike Clemen, Chairman of the ND Renewable Energy Partnership supports a do pass on

SB 2282 (Attachment #3). He also stated that the ND Corn Growers Association urges a Do
Pass on SB 2282.

Randy Schneider, President of the ND Ethanol Producers Association testified in support of
SB 2282. He said that we have done a great job of producing and now we have to deal with

the backside, the supply chain.

. Senator Potter asked if Rep. Gulleson had said that only 40% of ND consumers use ethanol.
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Mr. Schneider said that is correct. Some numbers say that a little less than half the gas
consumed in ND is either an E-10 or an E-85 blend.
Senator Lee called for opposing testimony.
Mike Rud, representing the North Dakota Petroleum Marketing Association testified in
opposition to SB 2282. His testimony is attached along with additional information # 4.
Senator Potter said he was bewildered by his opposition to this bill. He doesn’t see anything
in the bill that has a penalty provision or that forces retailers to do anything.
Mr. Rudd said there is nothing but he stated if they were going to be competitive and everyone
is going to be on the same playing field, it needs to be a free market system. Some marketers,
even with the incentives will not be able to afford to be a part of this process. It will create an
unfair playing field amongst our marketers. |
Senator Lee said that to be eligible for these credits you would need to be able to sell 200,000
gallons per year. Is that a figure that most retailers would meet?
Mr. Rud said aren’'t we exempted if we sell under 200,000. Are average retail sight is 500,000
or more.,
Paul Goulding a retailer from Devils Lake testified against SB 2282. He had four points he
wanted to make:

1. As a marketer, | can’t attain the goals after the first year.

2. The tax credit will not do me any good.

3. Better to give the incentives to consumers.

4. We want to be free to make our own decisions.
Matt Bjornson of Cavaliar testified in opposition to SB 2282. The tax credit is useless to our

family owned business. He said he needed more income not tax breaks. He also expressed

concern for regulations and violations and high penalties that EPA has. When you have a
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marketer and a consumer both subjected to fines, that is very serious. [f they find a violation
they will levee a fine. He said he felt the bill was well intentioned but this bill is not properly
aimed at the right people.

Russ Hanson, Association of General Contractors of North Dakota said he was greatly
concerned about the Highway Fund money. There is a considerable impact to the highway
distribution fund. This is a concern because the gas tax continues to decrease. They are very
supportive of looking at other methods besides the traditional method of funding.

Tom Balzer, managing director of the North Dakota Motor Carriers Association testified in
opposition to SB 2282. Enclosed find the attached testimony and proposed Amendments.
Page 3, line 18. remove “of at least ten percent blend” after “fuel”

Page 3, line 19;: add “D6751 and D975 at blended levels of at least two percent but no greater
than five percent” after “testing materials”

Even with the amendments they ask for a do not pass of SB 2282.

Senator Lee closed the hearing on SB 2282.

February 1, 2007 Afternoon Committee Work

Senator Lee opened committee work on SB 2282,

Senator Potter said that the Motor Vehicles Carriers Association would support the bill if on
page 3, line 18 the “ten” percent was changed to “two” percent and no more than five.
Senator Nething asked what that would do.

Senator Potter said it would lower the requirements for biodiesel fuel to a level that Tom
Balzer of the Motor Carriers Association said is usable in their vehicles. Five percent is as
high as they can go without problems of gelling.

Senator Nething said that this only relates to the corporate income tax exemption.

Senator Potter moved an amendment to replace the word “ten” to “two"
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Motion was withdrawn.

Senator Nething said that he understands that the cost of the pump is sixty to seventy
thousand dollar. He also is empathetic to those who are the distributor or owner of the station.
These marketers don’t want this bill. He asked why we should ignore there wishes.

Senator Potter said that was his question to them. He doesn’t understand why they would be
against something that is optional and allows them to take advantage of tax credit.

Senator Nething said that the Marketers said that their profit margin is not large enough to
take advantage of the tax credit.

Senator Fiebiger said this bill has nothing in it that is mandatory for the marketers to follow so
he can’t understand why their association testified against the bill

Senator Lee said that the $750,000. is unrelated to what most of the bill does. That money is
for infrastructure, for changing pumps over to blended pumps or buying new ones.

Senator Lee is still questioning what they mean by infrastructure.

There was further discussion on the fiscal note and the 8 million dollars. Eliminating the motor
fuel tax on the ethanol component of blended fuel will equate to reducing the highway funds by
an estimated 8.058 Million dollars in the 2007-2009 biennium.

Senator Nething said maybe we should get some funding from the gas tax.

Senator Lee asked the Intern to look into this.

Senator Potter is supportive of the bill even if it is flawed.

Senator Potter moved the amendment 70799.0101 with the addition on page 3; line 18
changes “five” to “two”.

Senator Fiebiger seconded the motion.

Senator Lee asked the clerk to take the roll on the amendments for SB 2282.

Do Pass 5-0-1
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Senator Nething said that we should explore some options and see if there is any money in
the gas tax fund before we take final action.

Senator Lee closed the committee work hearing.




2007 SENATE STANDING COMMITTEE MINUTES

. Bill/Resolution No. 2282

Senate Transportation Committee
[J Check here for Conference Committee
Hearing Date: February 2, 2007

Recorder Job Number: 2700

Committee Clerk Signature M e\ A S

Minutes:

Senator Nething moved a Do Not Pass.

Senator Lee opened the committee work on SB 2282 relating to renewable energy research

council renewable fuels grants, flexible fuel vehicle registration fees, motor vehicle fuel tax on
. ethanol-blended fuel, and corporate income tax credits to promote renewable energy sales and

use; to provide an appropriation; to provide an effective date; and to provide an expiration

date.

Senator Lee said that there are at least a couple bills left that relate to the same issues and

topics and if we didn't pass this we could still amend on to other bills that deal with these same

topics.

Senator Bakke asked Senator Nething if he could explain more the Do Not Pass motion.

Senator Nething said his main concern is that we are taking money out of the road

construction funds. There is already a shortage in the road construction fund and they are

asking that we put in twenty million dollars from the general fund to road construction funds

because of the shortage. Also the marketers did not support it. | do like the idea of promoting

. ethanol and biodiesel but | would like to find a better way to do it.
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Senator Bakke said we talked about amending and putting a tax on the ethanol. Would that
help?

Senator Lee said that the way the bill is written it will come out of the road fund. He said that
we are the protectors of that road trust fund. We have to watch that the roads are cared for.
Senator Potter said he was also troubled by the fiscal note. But he believes that this is more
a statement of goals. He thinks that we should let the Appropriations committee sort this out.
We should keep this bill alive. Another option is to take out Section 8 and eliminate the
exemptions than the fiscal note only becomes $750,000. The goals would still be there. He
said that he was going to be supportive of the bill the way it stands but if we take out some
things it might be more acceptable to the whole Senate.

Senator Bakke stated that she was also worried about killing all the renewable fuel bills.
Senator Fiebiger also likes the goal aspects and will support it even if he has a concern about
the 8 million.

Senator Lee said he has trouble legislating goals when we are the group that sets policy.
Senator Nething withdrew his motion.

Senator Potter said there are three different things going on in this bill. First it establishes
goals, second, the infrastructure incentives and the tax credit in 5 & 6; and third section 8, the
corporate income tax for the E-85 even if they said they didn’t want it.

Senator Bakke moved an amendment to strike section 8 of 70799.0102 where it says “Tax on
ethanol is exempted. So the tax on ethanol will be zero.

Senator Potter seconded the motion.

Senator Bakke said her amendment is to strike section 8 and then renumber the remaining
three sections.

Senator Lee said we want to take out sub section 2 of section 7.



Page 3

Senate Transportation Committee
Bill/Resolution No. 2282

Hearing Date: February 2, 2007

Senator Bakke said her intent was to take out number 2 in section 7. That will eliminate the
fiscal note for tax credits.

Senator L.ee said then the motion will be to take out sub section 2 of section 7.

Senator Bakke moved that we‘amended the amended bill by removing sub section 2 on
section 7 of amendment 70799.0102.

Senator Potter seconded the motion.

Senator Lee asked the clerk to call the roll. 5-0-1

Motion carried.

Senator Potter moved a Do Pass as amended.

Senator Fiebiger seconded.

Senator Lge asked the clerk to call the roll. 4-1-1

Senator Potter will carry the bill.



. [Name: Kathryn L. Strombeck Agency: Office of Tax Commissioner

FISCAL NOTE

Requested by Legislative Council
02/05/2007

Amendment to: SB 2282

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
General |OtherFunds| General |[OtherFunds| General |[OtherFunds
Fund Fund Fund
Revenues (563,000
Expenditures
Appropriations $750,000

1B. County, city, and school district fiscal effect. /dentify the fiscal effect on the appropriate political subdivision.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
($23,000 {514,000}

2A. Bill and fiscal impact summary: Frovide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

Eng. SB 2282 establishes renewabie fuels goals, reduces registration fees for flex fuel vehicles, and creates income
tax credits for the sale of ethanol and biodiesel,

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant fo the analysis.

Section 3 provides a reduction in registration of $10 for each flex fuel vehicle. Assuming there are 10,000 qualifying
vehicles, this section would reduce highway distribution, county and city revenue by $100,000 in the 2007-09
biennium.

Sections 5 and 6 create corporation income tax credits for the sale of ethanol and biodiesel. The reduction in state
general fund revenues that would occur is unknown. '

3. State fiscal effect detail: For information shown under sfate fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Sections 3 is expected to reduce highway funds by an estimated $100,000 in the 2007-09 biennium.

B. Expenditures: Expfain the expenditure amounts. Provide detfail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is afso included in the executive budget or relates to a
continuing appropriation.

Section 7 appropriates $750,000 from the renewable energy development fund to the industrial commission.

Phone Number: 328-3402 Date Prepared: 02/12/2007




FISCAL NOTE

Requested by Legislative Council
01/17/2007

. Bill/Resolution No.: SB 2282

1A State fiscal effect: /dentify the slate fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
General |Other Funds| General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues ($5,140,000
Expenditures
Appropriations $750,000

18. County, city, and school district fiscal effect: [dentify the fiscal effect on the appropriate political subdivision.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
{$1.876,000] ($1,142,000)

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (fimited to 300 characters).

SB 2282 establishes renewable fuels goals, reduces registration fees for flex fuel vehicles, creates income tax credits
for the sale of ethanol and biodiesel, and eliminates the motor fuels tax on the ethanol component of blended fuel.

B. Fiscal impact sections: [dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and commenis relevant fo the analysis.

Section 3 provides a reduction in registration of $10 for each flex fuel vehicle. Assuming there are 10,000 qualifying
vehicles, this section would reduce highway distribution, county and city revenue by $100,000 in the 2007-09
biennium.

Sections 5 and 6 create income tax credits for the sale of ethanol and biodiesel. The reduction in state general fund
revenues that would occur is unknown.

Section 7 allows tax credits to be claimed on the individual income tax Form NB-1. However, it is unclear what tax
credits are intended (section references appear to be incorrect).

Section 8 eliminates the motor fuels tax on the ethanol component of blended fuel. This is expected to reduce
highway funds by an estimated $8.058 million in the 2007-09 biennium.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue fype and
fund affected and any amounts included in the executive budget.

Sections 3 and 8 are expected to reduce highway funds by an estimated $8.158 million in the 2007-09 biennium.

B. Expenditures: Cxplain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or refates to a




conlinuing approptiation.

Section 9 appropriates $750,000 from the renewable energy development fund to the industrial commission,

Name: Kathryn L. Strombeck Agency: Office of Tax Commissioner
Phone Number: 328-3402 Date Prepared: 01/31/2007




70799.0101 Prepared by the Legistative Council staff for
Title. Senator Heitkamp
January 31, 2007

PROPOSED AMENDMENTS TO SENATE BILL NO. 2282

Page 1, line 3, after the first comma insert "and" and remove ", a new subsection to section
57-38-30.3, and &"

Page 1, line 4, remove "new section to chapter 57-43.1"
Page 1, line 5, remove "motor vehicle fusl”
Page 1, line 6, remove "tax on ethanol-blended fuel,”

Page 1, line 7, after "use” insert "; to amend and reenact section 57-43.1-02 of the North
Dakota Century Code, relating to exemption of ethanol from motor vehicle fuels taxes”

Page 2, line 26, replace "40.000" with "25,000"

Page 2, line 27, replace "80,000" with "38,500"
Page 2, line 28, replace "120,000" with "50,000"
Page 2, line 29, replace "160,000" with "65,000"

Page 3, line 1, replace "E10 fuel and E85" with "ethanol-blended”

Page 3, line 2, remove "based upon the following"

Page 3, line 3, remove "schedule in cents per gallon of the taxpaver's direct costs incurred after
December 31, 2006,"

Page 3, line 4, after "the" insert "retail"

Page 3, line 17, remove "of the taxpayer's direct costs incurred after December 31, 2006."
Page 3, line 18, replace "ten” with "five"
Page 3, replace lines 24 through 31 with:

"SECTION 7. AMENDMENT. Section 57-43.1-02 of the North Dakota Century
Codeis amgnded and reenacted as follows:

57-43.1-02. (Contingent expiration date - See note) Tax Imposed on motor
vehicle fuels.

1. Except as otherwise provided in this section, a tax of twenty-three cents
per gallon [3.79 liters] is imposed on all motor vehicle fuel sold or used in
this state.

2. Sale of E85 fuel is exempt from the tax imposed under subsection 1 and is

instead subject to a tax of one cent per gallon [3.79 liters] on all E8S5 fuel
sold or used in this state. The tax imposed under this subsection is not

Page No. 1 70799.0101




7.

subject to refund under section 57-43.1-03 or 57-43.1-03.1. - Within the
scope of this section, the entire amount of this tax exemption must be
available to consumers of E85. o

A supplier or distributor shall remit the tax imposed by this section on motor
vehicle fuel used, on the wholesale distribution of motor vehicle fuel to a
retailer, and on direct sales of motor vehicle fuel to a consumer.

The tax imposed by this section does not apply on a sale by a supplier to
another supplier, on a sale by a supplier to a distributor, on a sale by a
distributor to another distributor, on an export, or on a sale to an exempt
consumer. ‘

The person required to remit the tax imposed by this section shall pass the
tax on to the retailer and to the consumer. A retailer who paid the tax to
the supplier or distributor shall pass the tax on to the consumer.

The person required to remit the tax imposed by this section shall pay the .
tax to the commissioner by the twenty-fifth day of the calendar month after

~ the month during which the motor vehicle fuel was sold or used by the

person. When the twenty-fifth day of the calendar month falls on a
Saturday, Sunday, or legal holiday, the due date is the first working day
after the Saturday, Sunday, or legal-holiday. When payment is made by
mail, the payment is timely if the envelope containing the payment is
postmarked by the United States postal service or other postal carrier
service before midnight of the due date. ;
The commissioner shall pay over all of the money received during each
calendar month to the state treasurer.

(Contingent effective date - See note) Tax Imposed on motor vehicle fuels.

1.

e

>

[

o

Except as otherwise provided in this section, a tax of twenty-three cents
per galion [3.79 liters] is imposed on all motor vehicle fuel sold or used in
this state.

Sale of ethanol is exempt from the tax imposed under subsection 1 if it is
blended with taxable motor vehicle fuel.

A-supplier or distributor shall remit the tax imposed by this section on motor -
vehicle fuel used, on the wholesale distribution of motor vehicle fuei to a
retailer, and on direct sales of motor vehicle fuel to a consumer.

The tax imposed by this section does not apply on‘a sale by a supplier to
another supplier, on a sale by a supplier to a distributor, on a sale by a
distributor to another distributor, on an export, or on a sale to an exempt
consumer. :

The person required to rémit the tax imposed by this section shall pass the
tax on to the retailer and to the consumer. A retailer who paid the tax to
the supplier or distributor shall pass the tax on to the consumer.

The person required to remit the tax imposed by this section shall pay the
tax to the commissioner by the twenty-fifth day of the calendar month after
the month during which the motor vehicle fuel was sold or used by the
person. When the twenty-fifth day of the calendar month falls on a
Saturday, Sunday, or legal holiday, the due date is the first working day
after the Saturday, Sunday, or legal holiday. When payment is made by
mail, the payment is timely if the envelope containing the payment Is

Page No. 2 70799.0101




postmarked by the United States postal service or other postal carrier
service before midnight of the due date.

& 7. The commissioner shall pay over alt of the money received during each
calendar month to the state treasurer."

Page 4, line 6, replace "This" with "Sections 5 and 6 of this” and replace "is" with "are"

Page 4, line 7, after the period insert "Section 7 of this Act is effective for taxable events
occurring after June 30, 2007."

Page 4, line 8, replace "through™ with "for taxable years beginning before January 1, 2013"
Page 4, line 9, remove "December 31, 2012"

Renumber accordingly

Page No. 3 - 70799.0101
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Chairman Gary Lee i Senator JoNell Bakke e
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Senator Dave Nething i, Senator Tracy Potter -
Total (Yes) s No ©
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Floor Assignment
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Date: 2~ 2~ 71
Roll Call Vote #: 5-0 - |

2007 SENATE STANDING COMMITTEE ROLL CALL VOTE.S;,J"'}

BILL/RESOLUTION NO. 3,% 3 ¥ V
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Senate Transportation Committee
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Senators Yes | No Senators Yes | No

Chairman Gary Lee [ Senator JoNell Bakke el
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Floor Assignment

If the vote is on an amendment, briefly indicate intent;
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If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-23-2055
February 2, 2007 4:40 p.m. Carrier: Potter
Insert LC: 70799.0102 Tltle: .0200

REPORT OF STANDING COMMITTEE
SB 2282: Transportation Committee (Sen. G. Lee, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS and
BE REREFERRED to the Appropriations Committee (4 YEAS, 1 NAY, 1 ABSENT
AND NOT VOTING). SB 2282 was placed on the Sixth order on the calendar.

Page 1, line 3, after the first comma insert "and" and remove ", a new subsection to section
57-38-30.3, and a"

Page 1, line 4, remove "new section to chapter 57-43.1"
Page 1, line 5, remove "motor vehicle fuel”
Page 1, line 6, remove "tax on ethanol-blended fuel,”

Page 2, line 26, replace "40,000" with "25,000"

Page 2, line 27, repiace "80,000" with "38.500"

Page 2, line 28, replace "120,000" with "50,000"

Page 2, line 29, replace "160,000" with "65,000"
Page 3, line 1, replace "E10 fuel and E85" with "ethanol-blended"

Page 3, line 2, remove "based upon the following”

Page 3, line 3, remove "schedule in cents per galion of the taxpayer's direct costs incurred
after December 31, 20086,"

Page 3, line 4, after "the" insert "retail"

Page 3, line 17, remove "of the taxpayer's direct costs incurred after December 31, 20086."
Page 3, line 18, replace "ten” with "two"

Page 3, remove lines 24 through 31

Page 4, line 6, replace "This" with "Sections 5 and 6 of this" and replace "is" with "are”
Page 4, line 8, replace "through" with "for taxable years beginning before January 1, 2013"
Page 4, line 9, remove "December 31, 2012"

Renumber accordingly

(2) DESK, {3) COMM Page No. 1 SR-23-2055
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2007 SENATE STANDING COMMITTEE MINUTES

Bill/Resolution No. 2282
Senate Appropriations Committee
[[] Check here for Conference Committee
Hearing Date: 02-13-07

Recorder Job Number: 3463

/ . )
Committee Clerk Signature ' /U
D § o7

Minutes:

Chairman Holmberg opened the hearing on SB 2282 on February 13, 2007 regarding
renewable energy.

Senator Joel Heitkamp, District 26 gave oral testimony in support of SB 2282. Some of the
highlights of his testimony included the fact this bill sets out goals, not mandates. He referred
to renewable fuel, vehicle registration goals, E 85 and Blender pumps for the future, Energy
Development Fund, He explained the sections of the bill to the committee.

Senator Holmberg asked how many wanted to testify in opposition to the bill and how many in
support of the bill. He stated If anyone did not wish to testify but want to register either in favor
of or against the bill to please sign the sheet that is being passed around.

Senator Bowman had questions regarding spending money listed in the fiscal note for goals.
Senator Fischer had questions regarding Ethanol. He was informed that retailers are here in
the meeting and they will speak in opposition to the bili but | am sure one of them can address
your questions.

Senator Bowman Do | understand you right that we will spend the amount on the fiscal note
to set goals for other forms of energy?

Senator Heitkamp commented that you have 750 million dollars invested to move the product.

Part of the problem is it is not so easy to take those E85 pumps and turn them into blender




Page 2

Senate Appropriations Committee
Bill/Resolution No. 2282

Hearing Date: 02-13-07

pumps. He mentioned Cennex and Good Qil in LaMoure, ND and their involvement in this
issue. He stated a lot of vehicles don’t run E85, but some could with a 20% blend.

Mike Clemens, Chairman, North Dakota Renewable Energy Partnership and corn,
soybean, sunflower producer from Wimbledon, ND and a Director on the ND Corn
Growers Association presented written testimony {1) and oral testimony in support of SB
2282.

Chairman Holmberg had concerns of carrying the bill on the floor as a do pass and using the
word “goal”. He does not know how the Senators on the roof would respond to that.

Senator Bowman asked how many stations sell it now and how many will come on board. He
was informed that 20 stations in the state sell 80-85% ethanol blend. He also had questions
regarding gas mileage.

Senator Christmann had questions concerning the future of Ethanol plants, supporting a new
fuel source, and emission issues.

Mike Rud, North Dakota Petroleum Marketers Association presented written testimony (2)
and gave oral testimony in opposition to SB 2282. He has concerns about the tax credit, the
goals/ objectives, ethano! blend, blender pumps and the Clean Air Act on the federal level.
Senator Krauter had questions regarding the receptacles on the vehicles and if they are
equipped to have E85 pumped into them.

Mike Rud stated that if violations occur regarding the Clean Air Act both the consumer and the
marketer can be fined.

There was no more discussion. The hearing was closed on SB 2282.
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Chairman Holmberg opened the hearing on SB 2282.

Senator Mathern moved a DO PASS, Senator Krauter seconded. A roll call vote was taken
resulting in 6 yes, 8 no, 0 absent. The motion failed.

Senator Christmann moved a DO NOT PASS, Senator Wardner seconded. A roll call
vote was taken resulting in 8 yes 6 no 0 absent. The motion carried. Senator Wardner
will carry the bill.

Chairman Holmberg closed the hearing on SB 2282.
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REPORT OF STANDING COMMITTEE
SB 2282, as engrossed: Appropriations Committee (Sen. Holmberg, Chalrman)
recommends DO NOT PASS (8 YEAS, 6 NAYS, 0 ABSENT AND NOT VOTING).
Engrossed SB 2282 was placed on the Eleventh order on the calendar.
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. REPRESENTING:

NORTH DAKOTA PETROLEUM MARKETERS ASSOCIATION

1025 N 3rd Street » PO Box 1956 » Bismarck, ND 58502
Telephone 701-223-3370 » www.ndpetroleum.org « Fax 701-223-5004

Bulk Oil Jobbers
Convenience Stores
Service Stations
Truck Stops

Senator Lee and members of the committee:

For the record, my name is Mike Rud. I’m the President of the NDPMA.

Our Association stands before you today, not because we are opposed to selling more
alternative fuels, but because we believe there are better free market approaches to
increasing the sales of these products.

We are puzzled by the legal intent of these goals and objectives. We believe goals and
objectives belong on a wall in a board of director’s office NOT IN THE CODE OF
LAW!

I’'m going to touch on several points. Much of this information you can find in your
handouts.

First, the most powerful chart in the packet which shows the free market is working is the
motor vehicles taxable gallons graph. The ND gas retailer has presented E-10 blended
gasoline to the public and these numbers show the response. The free market system is
working. Over 80% of the state’s gas retailers currently sell ethanol blended gas.
Second, section 1 of this bill talks about cost sharing to provide marketers with an
opportunity to dispense ethanol blends greater than 10 %. Under current EPA
regulations, only FFV can burn this type of gasoline. Currently, out of the 850,000
vehicles licensed in ND, only 15,000 of these are FFV’s, less than 2% of the state’s

total. Several issues arise here... F irst, the cost to a marketer to install a new blender




pump. Secondly, the economic sense of spending this amount of money when there

would be so few customers. And perhaps more importantly, the fines associated with

violating any EPA standards.

In addition if you look at the percentages proposed in section 2, when a marketer hits 10-
11%, all of their gas sales will contain a blend of ethanol. Where does this leave the 50%
of the population which at this time prefers to use unleaded gas? Are you going to tell
your constituents what's best for them?

Also, where does this leave the marketer who can’t compete because they don’t have the
infrastructure in place? ND has over 100 marketers that will need additional tanks and
pumps should every gallon of gas be an ethanol blend. Where will this money come
from to keep a fair playing field?

Most NDPMA members would like to see the state spend the money dedicated to this bill
on marketing and consumer education. -Product knowledge, price and availability will

do far more good than an incentive to marketers.
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Ms. Dawna Leitzke

Exccutive Director

South Dakota Petrolewm and Propans Marketers Association/
South Dakota Avsociation of Convenicace Stores

P.O. Box 1058

Piesre, South Dakota 57501

. Dear Ms. Leitzke:

- ‘Thank you for your October 31, 2006, letter conceming the legality of selling ethanol. |
gasoline blends to motorists at retall outlets, <

As you note in your letter, t s legat to sell gasoline containing up to 10 percent cthanol
(R10) for uso in any gasoline-fucled vehicle in the United States, Qasoline cantaining more than
10 percent ethanol may only be sold for use in flexible-fueled vehicles (FFVs) that are certified
to meet emission standards on B85 (85 percent ethanol and 15 percent gasoline), gasoline
without ethanol (10), end any intermediate combination of gasoline and ethanol. Most vehiclks
are certified to emissioni standards fir gasoline only, and thus are Hmited to no morc than E10,

You asked for our position on marketors seling sthanol blands othior than E10 and ES5
through blender pumps for use in FFVe. You also asked if there are any prohibitions under the

Clean Ait Act or other federal Jaws that would prohibit o fuel marketer from selling B20 or E30

‘o consumers for use in FFVs.

With respect to the sale of bleads guch a3 E20 and B30 for use in FFVs, such blands are

- coveved under the emissions cextification for an E8S FFV, and thus are not prohibited under the
- Clean Air Act. Tam not sware of any federal liw that probibits sale of such blends for uss in

FFVs.

Howeves, the use of such blends in gasoline-anty vebicles is prohibited under the Clesn

Air Act. Use of gasoline containing ethanol amounts greater than E10 in a garoline-only vehicle
could cause emissiong from the vehicle o fucrease. Section 203(a)(3)(A) of the Clean Air Act
(te Act), 42 U.S.C. § 7522(a)(3){A) prohibits any person from rendering inoperative omission
cantrol deyices of elements of design. In addition, Section 203(e) prohibits any person from
cousing a violation of Section 203(a)(3)(A). Mis-fueling a motor vehicle in this maoner may

Inbemut Addrods {URLY « hetp:wawapa.gov
lm:p-mmwumm-lwmmmmumm
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viplate this provisibn of the Act. The retailer whnhasvuiab!utbmnlbeménhge Wnps may be
liable for causing such violation, whether the mais-fonling cocurs at self-serve or ﬁ.\l!’l-urve y

pumps,

Our understanding is that current industry practice s to dispeee EBS from pumps that are
scparate from normal gasoline pumps and clearly marked as bring appropriate for uge only by
ethanol FFVs. Variable ethano! peroentage pumps that are instafled in this manner, stand-alone
and clearly marked as being availablo cnly for ethanol FFVs, may reduce the risk of such a

violation,

~ Again, thank you for your lettey, If you bave Rurther questions, please commact me or
Jim Culdwell of my staff, at (202) 343-9303. . _

Sincerely, .

Mo o7
Teirigotis Oge
- Director

Office of Transportation and Air Quality
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. From:
Sent:

To:

John Maynes [john@pmcofiowa.com)
Thursday, December 21, 2006 8:39 AM
mike.ndrpma@midconetwork.com

Subject: EPA fines

Mike,

Dawn asked me to pass this on.

Happy Holidays,

SEC. 205. CIVIL PENALTIES.

{a)

Violations.- Any person who violates sections 203(a) (1),

203(a) (4), or- 203{a)(5) or any manufacturer or dealer who
viclates section 203{a) (3){A) shall be subject toc a civil penalty

of not more than $25,000. Any person other than a manufacturer or

dealer

who violates section 203(a)(3) (A} or any person who

violates section 203(a) (3) (B} shall be subject to a civil penalty
of not more than $2,500. Any such violation with respect to

paragraph (1}, (3) (R), or (4) of section 203(a) shall constitute a
separate offense with respect to each motor vehicle or motor

vehicle

engine. Any such violation with respect to section

ach part or component. Any person who violates section 203(a) (2)

."—."‘ 203{a) (3) (B) shall constitute a separate offense with respect to

: 'shall be subject to a civil penalty of not more than $25,000 per

day of
(b)
action
(a) of
action
of the

violation.

Civil Actions.- The Administrator may commence a civil
to assess and recover any civil penalty under subsection
this section, section 211(d), or section 213(d). Any
under this subsection may be brought in the district court
United States for the district in which the violation is

alleged to have occurred or in which the defendant resides or has
the Administrator's principal place of business, and the court
shall have jurisdiction to assess a civil penalty. In determining
the amount of any civil penalty to be assessed under this
subsection, the court shall take into account the gravity of the
violation, the economic benefit or savings (if any) resulting
from the wviolation, the size of the violator's business, the
violator's history of compliance with this title, action taken to

remedy

the violation, the effect of the penalty on the violator's

ability to continue in business, and such other matters as
justice may require. In any such action, subpoenas for witnesses

who are

required to attend a district court in any district may run into

any other district.
{c) Administrative Assessment of Certain Penalties.-

(1) Administrative penalty autherity.- In lieu of
commencing a c¢ivil action under subsection (b}, the
Administrator may assess any civil penalty prescribed in
subsection {(a) of this section, section 211(d), or section
213(d), except that the maximum amount of penalty sought
against each wviolator in a penalty assessment proceeding
shall not exceed $5200,000, unless the Administrator and

1/30/2007

The information below is spelled out in §. 205 of th
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‘We are pleased to provid

: Petroleun a:mical . :ndusMaquume -

| POEOXD . ;._Powxm PO HOX 8% POBON 45248 -
FARGO, NDSBTS ':lm:n‘ NS SR FALLS, S5Ot CLAUTH NN S5
o a0 ma e 0 Ie7RONT

‘Noverriber 22, 2006

‘Mike Rud’
-Gamson ‘ND 58540

‘Dear-Mike:

de the following “estimate* for installing & E-85 fusiing system.

1 540,000 galion STHP3 double-wall stee! tank

1 —Glibarco E500 Encore single-product dispenser wicrind

1 - Stéel dog-bona islnd form wibumpers, dispenser sump
1 Tank fill package wioverfill vaive

1-5FR édi .\-I: —— l'- |b0XfOf ] . 'l'l“‘-“l‘a“P LIt P .

1 = Tank intersttial monitor well package
1 ~Vieeder Root In-ank test software

_— - Masufacturing Rivizler: - 6
!PE!; A O'DAY TANK s STEEL co %
LU I v ot ‘ ot

M 3605 194 WENUE NORITH, FARRI, KD 946




| 1-Labor and expsnse o complate project (electrical, excavation, concrets)

* Price:does notinclude:
9) Buﬂdmg perm:t
2) “Equlpment neededto.setorunloadtanks
3) Any emnmmenw analysis of soilandforwater Addlﬂonally this: prqposal ‘does not
Includé éxp itad with: $ité ¢ jon o afly constriiction delays. dus to Site
remediation work Any additional costs ociated with the above:items will be invoiced
as an additional cost.on a time and material basis;

Price’is guaranteed’ for:30.days. Atour apﬁon we: may aooept an-order’ yased on this proposaliat &

;;Iaterdate A 15% down paymanﬁs

/, Fargo, ND, tax included $69,685.00

Total Price F.0.B. 0D
-Drawings: if required;: l_ns!allaﬁon draﬂmgsm’ﬂ be prepa[ad and submitted for State: appwval
‘Drawings will be fumished to the owrer for local approval if requested.

‘Equipment, Inc. is covered by Comprehensive General Liabifty insurance,
wirshments !mpairmentLiabilltymvemge

:Mmﬂﬁtwhan ex!awmdguaranﬁeehepmngand harmofﬂ-us osal.
ODAYEQUIPMENT,INC: .

‘CGEPTEDBY . - — DATE_....

14730/2008 Pago20f2.



Phone (701) 328-2231
Agriculture Commissioner Toll Free (800) 242-7535
" www.agdepartment.com Fax (701) 3284567
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. Agrlculture

‘ Rogér Johnson

600 E Boulevard Ave., Dept. 602
Bismarck, ND 58505-0020

Testimony of Roger Johnson
Agriculture Commissioner
SB 2282
Senate Transportation Committee
Lewis & Clark Room
February 1, 2007
10:00 am

Chairman Lee and members of the Senate Transportation Committee, I am Agriculture
. Commissioner Roger Johnson. I'm here today to offer testimony in favor of SB 2282, which

would establish a renewable fuel standard in North Dakota and provide a number of retail
incentives for the sale of ethanol-blended and biodiesel-blended fuels. The legislation would

establish a goal of replacing 25 percent of all gasoline with biofuels by the year 2020.

SB 2282 was patterned after a renewable fuel standard that was signed into law in the state of

Iowa just last year. After nearly a decade of failed efforts to pass a 10 percent ethanol

requirement, proponents in Iowa chose another route — putting a statewide goal in place along

with several industry incentives,

I have long supported a straightforward 10 percent ethanol requirement in all gasoline sold in this

. state. Efforts to pass a 10 percent requirement have failed each time they’ve been brought before



the legislature. As legislators, you really have two options when it comes to passing laws. Either
you require someone to do something or you put incentives in place to accomplish the same

thing. Requirements, or mandates as many like to call them, are the less expensive route to take.

North Dakota stands to reap great economic benefits from development of renewable energy
production and consumption. North Dakota is currently home to three operating ethanol
facilities — Alchem, Grafton; ADM, Walhalla; and Red Trail Energy, Richardton - with a
combined annual production capacity of 83.5 million gallons. Blue Flint Ethanol, Underwood,
with a production capacity of 50 million gallons per year, is scheduled to come online early this
year. Additional projects totaling 200 million gallons of ethanol production capacity have been
announced or are under construction. Currently, North Dakota is turning approximately 20
percent of our annual corn production into ethanol. 80 percent of our corn production will be
consumed by ethanol production once the projects that have been announced or are under

construction come on line. (Attachment 1)

ADM is also constructing a new canola-based biodiesel facility at Velva with a production
capacity of 85 million gallons per year. Several additional projects — corn and cellulose ethanol
projects, canola and soy biodiesel projects and oilseed crushing facilities ~ are also being
contemplated across the state. The establishment of these production facilities is a positive step

forward in the development of renewable energy industries, but much more remains to be done.

We must also do more to encourage the consumption of the ethanol and biodiesel that will be

produced in the state. Ethanol accounted for 5.14 percent of gasoline sales by volume from May



2005 through May 2006. Ethanol was blended into approximately 48 percent of the all gallons
sold during that same time period. The total number of taxable gasoline gallons sold in North

Dakota from May 2005 through April 2006 was nearly 360 million gallons.

North Dakotans agree that renewable energy development needs to be a priority for North
Dakota. The North Dakota Renewable Energy Partnership, in cooperation with the Office of
Renewable Energy & Energy Efficiency, commissioned the University of North Dakota Bureau
of Governmental Affairs to conduct a public opinion survey on renewable energy issues in North
Dakota. More than 600 North Dakotans, equally split male and female, were surveyed from June

13" to July 12" of 2006.

The survey showed that overwhelmingly, North Dakotans support renewables. Of those
surveyed:
e 93 percent believe that renewable energy should be a priority in our state
legislature.
e Nearly 80 percent support a 10 percent ethanol blend requirement in gasoline sold
in North Dakota.
e 87 percent support a tax advantage for ethanol that makes ethanol cheaper than
regular gasoline.
e 83 percent support a 2 percent biodiese! blend requirement in North Dakota’s
diesel fuel supply.
e 83 percent believe the state legislature should provide incentives that encourage

the production and use of biodiesel.



o,

The production and use of renewable fuels is of paramount importance not only to our state, but
as part of our country’s national energy security strategy. Retired Air Force General Charles
“Chuck Wald - a North Dakota native — addressed the attendees of Marketplace for
Entrepreneurs in Fargo just last week. General Wald described a sobering picture of US and
world energy production and consumption. Wald said that the United States currently spends
approximately $50 billion annually to ensuré the free flow of oil throughout the world. When
amortized to the price of gasoline, Wald estimated that US citizens are currently paying

approximately $6.50 per gallon of gasoline consumed.

President Bush in his State of the Union address earlier this week also spoke about our energy
situation, saying, “...it’s in our vital interest to diversify America’s energy supply...we need
to...expand the use of...biodiesel fuel...we must continue investing in new methods of
producing ethanol...using everything from wood chips to grasses to agricultural wastes. ..let us
build on the work we’ve done and reduce gasoline usage in the United States by 20 percent in the

next ten years.”

SB 2282 not only establishes a renewable fuels standard for the state, but provides a number of
incentives as well. The legislation provides a scalable tax credit for retailers based on meeting
the renewable fuel standard (Section 5), a tax credit for the sale of biodiesel-blended diesel fuel

(Section 6), and eliminates the tax on the ethanol portion in each gallon of gasoline sold (Section

8). In addition, the legislation provides a $10 break on the registration fee for flexible fuel

vehicles (Section 3).



Another important component of SB 2282 is contained in Section 1, which directs the Renewable
Energy Research Council (created in SB 2288) to provide cost-share assistance to “instal] or
convert infrastructure to dispense ethanol blends greater than 10 percent and to store, dispense,
and distribute biodiesel.” Section 9 provides a $750,000 appropriation from the Renewable
Energy Development Fund (created in SB 2288) for this cost-share assistance. Retailers will be
able to apply for cost-share assistance to install E-85 pumps, blender pumps or any other new

technology that comes on-line,

The federal renewable fuels standard sets a base for the ethanol market in this country. |
supported the establishment of the federal standard and 1 will support a substantial increase to
that standard during the 2007 farm bill debate. Setting a state standard is important, as well; it
provides a local market for the 300+ million gallons of ethanol we are going to be producing in
this state. North Dakota should consume as much of the ethanol, biodiesel and related products
as we can so that we can support local businesses and farmers and decrease our dependence on
foreign source of oil. Perhaps even more importantly, such a state standard would send a strong
message to consumers around the country who we want to buy and use our ethanol that we in
North Dakota are practicing what we preach. A state standard also sends a welcoming message
to the renewable energy industry that we not only want the economic development that the
industry brings to our state, but that we will do what we can to build a market; these signals are

important.



Chairman Lee and committee members, I would like to recommend a “do pass” on SB 2282,

Thank you for this opportunity to offer testimony. 1 would be happy to answer any questions you

may have,
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TESTAMONY
SENATE BILL 2282
TRANSPORTATION COMMITTEE
FEBRUARY 1, 2007

Mr. Chairman and members of the Senate Transportation committee my name is Tom Balzer,
managing director of the North Dakota Motor Carriers Association. | am here this morning to
testify in opposition of Senate Bill 2282.

We have three main concerns with this legislation.

First, we do not believe that goals, objectives or targets have any business on the law books. They
are unenforceable and do not provide for a standard by which the rule of law that can be
administered,

Second, the reduction of registration fees and gas tax as proposed in Section 3 and Section 8
creates problematic funding scenarios for a number of reasons:

I. Registration revenue is vital to the Department of Transportation business; reducing
that even by ten dollars a vehicle could impact the agencies ability to provide the
services the citizens depend upon.

2. With the declining federal resources and gas tax collections unable to fund road
construction and rehabilitation projects we have today, future need for funding to just
maintain the infrastructure investment we currently have is of vital importance to the
state, by exempting out ethanol blended products the pool of revenue will see a
dramatic decrease in tax revenue which will need to be made up by another source.

3. ltcreates a false market for the product. Consumers purchase fuel primarily based on
price. By offering a reduced tax you will also reduced the cost of these fuels in turn
creating a demand for the product based on price and not on quality or environmental
concerns.

Our final and the most important objection to the trucking industry is the definition of biodiesel in
Section 6. The science of biodiesel is relatively simple and the concept of using vegetable oil to
power these engines is not new, in fact when Rudolph Diesel designed his engine it was
originally designed to run on peanut oil. But, as it should be, the free market prevailed and
petroleum based diesel powered the engines with greater power and at a reduced cost. Currently it
costs between $2.63 to $2.90 per gallon to produce biodiesel compared to the wholesale cost of
diesel currently around $1.62

This fall the National Biodiesel Board, in conjunction with the National Renewable Energy
Laboratory, conducted a survey of 40 biodiesel producers and found that one-third of the samples
taken did not meet the American Society of Testing Materials (ASTM) quality specifications.
This survey resulted in the NBB issuing a winter weather advisory on biodiesel use.

The bill also fails to require pump labeling and does not establish a ceiling on maximum biodiesel
content, leaving the end-user to guess whether higher percentage biodiesel blends are being used
that could potentially reduce performance or complicate warranty claims.

The committee members have heard me in previous testimony describe the problems with fuel
gelling at low temperatures, clogged fuel filters because of the solvent properties of biodiesel and
quality concerns regarding the blending of this product.



Our amendments ask that the definition of biodiesel specifies a range of biodiesel content of at
least 2% but no more than 5%. According to the Engine Manufacturers Association. biodiesel
blends up to a maximum of 5% should not cause engine or fuel system problems, provided the
biodiesel used in the blend meets the requirements of ASTM D6751 and D975. Engine
manufactures that are offering to cover the use of biodiesel under their warranties are specific to
the maximum amount of blended biodiesel at 5%.

I hope the committee will strongly consider making the definition of blended biodiesel more
consistent with the national industry standard and at levels that can be used by the trucking

industry.

Mr. Chairman, even with the amendments we respectfully ask fora DONOT PASS
recommendation. This concludes my testimony and [ would be happy to answer any questions the

committee may have.

Proposed Amendments

Page 3, line 18: remove “of at least ten percent blend” after “fuel”

Page 3, line 19: add “D6751 and D975 at blended levels of at least two percent but no greater
than five percent” after “testing materials™



Mailing address:
) PO Box 11063, Fargo, ND 58103
(701) 239-7258

North Dakota Renewable Energy Partnership Fax: (701) 288-7810

TESTIMONY
To the
SENATE TRANSPORTATION COMMITTEE
Of the
NORTH DAKOTA LEGISLATURE

RE: Senate Bill 2282
By Mike Clemens

Chairman, ND Renewable Energy Partnership
February 1, 2007

Chairman Lee and Members of the Committee:

Thank you for this opportunity to submit testimony on Senate Bill 2282 | am here foday to urge your DO PASS
vote on this bill that provides for a renewable fuels standard, incentives to reach that standard, and appropriations for
those provisions for the state of North Dakota.

| am testifying today not only as the chair of the NDREP, but also as a corn, soybean, sunflower producer from
Wimbledon ND and a director on the ND Corn Growers Association.

It has been my privilege these past few months to serve as chair of the ND Renewable Energy Partnership. This
up is composed of a cross section of over 50 organizations and individuals representing both the private and public
ctor. Members range from private citizens to groups representing large constituencies such as Excel Energy and the
ND Association of Rural Electric Cooperatives. The vision of this group is for ND to become the preeminent renewable

energy producing state in the nation. Part of achieving that vision requires that ND also become a leader not only in
producing renewable energy but also using renewable energy.

As chair of the NDREP | would like to reference the study that the NDREP conducted this past summer in
cooperation with the Department of Commerce. The study, conducted by the tUND Dept of Governmental Affairs,
assessed the opinions of 600 North Dakotans regarding renewable energy in ND. The results indicated that 93 percent of
North Dakotans surveyed believe that renewable energy should be a priority of our state legislature. 96 percent believe
that we should reduce our dependence on foreign sources of oil by promoting renewable sources of energy and energy
conservation. 87 percent support a tax advantage for ethanc! that makes ethanol cheaper than regular gasoline. 83
percent believe the state legistature shouid provide incentives that encourage the production and use of biodiesel.

Senate Bill 2282 is addresses many of the opinions and concerns expressed by the citizens of ND in that survey.

As a corn, soybean, and sunflower producer | would like to say that it has been gratifying to see North Dakota’s
market share in ethanol use increase from 11% in 2000 to an average of 44% in 2005 and 36% in 2006. Market share
figures correlate very consistently with pump rices. The wider the price difference between ethanol and regular, the
greater the market share difference. Surveys by the ND Corn Growers Association show that ND citizens are
knowledgeable about ethanol and have a positive attitude toward ethanol. However, the bottom line is that the number
one factor influencing consumer choice of gasoline is price. The incentives provided for in SB 2282 encourage retailers to
price ethanol to increase use.

As a director on the BOD of the ND Corn Growers Association | would like to say that the ND Corn Growers
Association also urges a DO PASS from the committee on SB 2282.

-nk You.

www.ndrep.org
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Just a few brief notes on the various renewable fuels bills which have been referred back to appropriations and the
position NDPMA is taking regarding these pieces of legislation:

SB 2288: This is the renewable fuels partnership bill. NDPMA stands behind the amended version. All energy
industries, including the fossil fuels must work together and have access to research and development funds.

SB 2282: This bill gives ND gas retailers an incentive in the form of a tax credit to reach certain percentages of
ethanol blended gasoline sales. NDPMA opposes this bill for several reasons. First, judging from the chart below,
E-10 sales have increased by over 300% in the last six years. Secondly, the incentive being offered creates a public
relations dilemma for the ND gas retailer. The consumers will likely view this tax credit as a 6.5 cent a gallon
decrease to the retailer and expect to see it in the form of lower prices at the pumps. Finally, once the average
marketer reaches the 10-11% goal, it would mean every gallon of gas sold would have to contain an ethanol blend.
The ND gas retailer would rather see the money designated for a tax credit be used as funding for a marketing
program to enhance consumer knowledge of ethanol blended gas. LET THE FREE MARKET WORK!

SB 2391: Another E-10 incentive bill designed to reward marketers 3 cents a gallon for every gallon of ethanol

. they sell. This refund would come from the tax commissioner. Again, NDPMA opposes this bill. ND gas retailers
believe this would paint our industry in a poor light if this 3 cents weren’t reflected in pump prices. The reality is
both the kickbacks in SB 2282 and SB 2391 would be six and half tenths per gallon and three-tenths per gallon
since each gallon would contain just 10 % ethanol. Again, our marketers would prefer to see some money used for
consumer education or an ethanol coupon program. LET THE FREE MARKET WORK!
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TESTIMONY
Tothe
SENATE APFROPRIATIONS COMMITTEES -
Of the
NCORTH DAKOQTA LEGISLATURE

RE. Senate Bill 2282
By Mike Clemens

Chairman, MO Renawable Energy Partnership
February 13, 2007

Chairman Holmberg and Members of the Committee:

Thank you for this opportunity to submit testimony on Senate Bill 2282
I am here today to urge your DO PASS vote on this bill that provides for a
renewable fuels standard, incentives to reach that standard, and
appropriations for those provisians for the state of North Dakota.

-} am testifying today not onty as the chair of the NDREP, but alsc as a
corn. soybean, sunfiower producer from Wimbledon ND and a director on the
ND Corn Growers Association.

it has been my privilege these past few months to serve as chair of the
ND Renewable Energy Partnership. This group is cemposed of a cross

section of over 50 organizations and individuals reppesenting both the private ‘

and public sector. Members range from private citizens to groups
representing large constituencies such as Excel Energy and the ND
Association of Rural Electric Cooperatives. The vision of this group is for ND
to become the preeminent renewable energy producing state in the nation.
Part of achieving that vision reguires that ND aiso become a leader not only
in producing renewable energy but also using renewable energy.

As chair bf the NDREP | would like to reference the study that the
NDREP conducted this past summer in cooperation with the Department of
Commerce. The study, conducted by the UND Dept of Governmental Affairs,
assessed the opinions of 600 North Dakotans regarding renewable energy in
ND. The results indicated that 93 percent of North Dakotans surveyed
believe that renewable energy should be a priority of our state legistature. 98
percent believe that we should reduce our dependence on foreign sources of
oil by promoting renewable sources of energy and energy conservation. 87
percent support a tax advantage for ethanol that makes ethanol cheaper than
regular gasoling. 83 percent believe the state legislature should provide
incentives that encourage the production and use of biodiese!l.  Senate Bill
2282 is addresses many of the cpinions and concerns expressed by the
citizens of ND in that survey.
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As a corn, soybean, and sunflower preducer | would like to say that it
has been gratifying to see North Dakota's market share in ethanol uyse
increase from 11% in 2000 to an average of 44% in 2005 and 36% in 2006,
Market share figures correiate very consistently with pump rices. The wider
the price difference between ethanol and regular, the greater the market
share difference. Surveys by the ND Corn Growers Association show that
ND citizens are knowledgeable about ethanol and have a positive attitude
toward ethanol. However, the bottom line is that the number one factor
influencing consumer choice of gasoline is price. The incentives provided for
in SB 2282 encourage retailers to price ethanol to increase use. The other
factor influencing sales is availability. Right now ND has only about 20
operating £85 stations. '

The $750.000 approprization request in this bill wouid be used to buiid
the E8S infrastructure in ND _Once ND produces the 400 million gallons of
ethanol that it is stated to produce by 2009, it will be to the state’s advartage
to sell as much product as possible within the state as possible,

Finally, | want to stress that the language in this bill calls for a goal onlv. This
is not a standard. _The goal is set as a benchmark that can be used to
calculate the amount of tax credit for the retailer.

As a director on the BOD of the ND Corn Growers Association | would
like to say that the ND Corn Grewers Association disc urgss a DO PASS from
the committee on 8B 2282.

Thank You.




