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Minutes: 

REP, AL CARLSON, CIIAIHMAN, Opened the hcnring . 

.8.Ef1 MATT KLEIN. DIST, 40, MINOT, Introduced the bill. He stutcd that us the electric 

industry competition committee studied the taxing of the electrical systems, they noticed a loop 

hole in the present system. Taxes on certnin trunsmission lines huve not been increased in over 

twenty three years. Any home owner, husiness owner or farmer cannot suy the sumc thing. 

Investor Owned Utility transmission lines, are taxed under a centrally assessed system. The 

average taxes on transmission lines of 230,000 volts and up, are about $776 per MDU's lines, 

about $950 per mile for Otter Tail Power's lines and about $7,340 for Northern States Power 

lines. These variations are due to the types of land and its value where these lines cross, Many 

of the larger lines cross right across the fanuers' fields, many of the smaller ones follow section 

Jines. MDU•s lines are mostly int.he poorer grazing land, while NSP's lines are near mega cities 

and in the Red River Valley. REC transmission lines of230,000 volts and up, were first taxed in 
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1965, ut u $150 per mile, Thul lncn~us~d to $22S per mill.! in I 977. The loop hok• is this, In I ()()5 

llHJrc were no trunsmlsslon llrn.•s in North Dukotu ubovc 230,000 KV, Slni:e then lhl! !urger li1ws 

were lnstullc<l, These lines trunsmit considcruhly mon· power than the 230,000 KV lines. The 

I urger lines trnnsmit nine ti1m:s us much us the 230,000 KV I incs <lo. Ir you urc com puring 

trunsmlsslon lines to size of pipe or rou<lwnys, it should be tuxcd bused on its i.:upucit)', ;\ single 

road out in the co\mtry shouldn't he tuxc<l the sumc usu six lnnc intcrslntc highwuy, It should bl' 

J'ccognJzc<l thut eight percent of the power which is gcnc1utcd in North Dukotn, goi.:s out of the 

stnte. The goal of this study Is to tux ull trnnsmlssion lines the sumc) so thut n rcnl comparison 

can be mnde of who pays whut shurc. The REC•s in North Dakotn, pay n thn:c percent gross 

revenue tax. The iou•s puy u ccntmllv usscsscd properly tux. When you try to compurc who 

owns whnt und whut they puy, you cun 't, it is apples und ornngcs, Evcntuully, the entire system 

should be tuxed by function, 

HEP, AL CARLSON, DIST, 41, SOUTHWEST FARGO. Testified in support of the bill. 

He stated he wns on the intcrium committee studying the electric utility industry. The study was 

to deal with the overall picture of deregulation, but also. to make the first step to try to come up 

with a uniform method of taxation for the electric utility industry. 

He submitted a handout relating to the summary of electric utility industry transmission taxation 

proposals and transmission line taxation history. Attached. He referred to the graduated scales 

in the handout. We propose a very modest $100 per mile change for the lines that are larger than 

230t000 KV. We have to differentiate that by functiont the larger the linet the more it can carry, 

there should be a different taxing function. I am not sure if $100 is enough or too little. We need 

to begin the process and say, there is a difference, In the final tax proposal we will hring to this 



Puyo 3 
I louse Flnuncc un<l Tuxutlon Committee 
Ulll/Rcsolutlon Number 1113 1265 
I lcurlng Dute Jnnuury 23, 2001 

coninilttcc next time, we will he nhlc to huvc u conccnsw,, There will be some changes lhl'll, 

This blll ls un uttcmpt to stul't lhc direction thut there is u dlfforcntintion, und there should be u 

di ffcrcnt vuluc chnrgcd to u I urger line. 

HOH GHAYELINE, UTILITY SIIAHEIIQLl>EHS OF NOJ.rfll UAKQTA, Tcstillcd in 

support of the bill, Sec uttnchcd written testimony. 

,JOHN DWYl.ill, LIGNITE◄~ ENERGY COUNCIL, Tcstilkd in opposition of the bill. 

Stutcd he thought Rep, Klein und Rep. Curlson were moving in the right Jircction. There is u 

principnl thnt the Lignite Energy Council hns followed for the piwt twenty ycurs, it doesn't matter 

whether they nrc IOU members, or EFC members or mine compnny members. The principul is 

thnt we urc opposed to nny cost thnt impacts the entire position of lignite. Emission costs, 

reclamation fees, transmission costs do impuct the competitive position of the lignite industry. 

Transmission, is our delivery system for lignite. Just like the rnilrouds ure the trunsmission 

system for out of state coal that goes to North Dakota, 

HAHLAN FUGLESTEN, NDAREC, Testified in opposition of the bill. He stuted he had heard 

the fiscal note was $198,000, it may be correct, but by his estimation, it woulct be ~norc like 

$122,000 based upon the miles of1incs owned by the REC's of over 230,000 KV. There were 

also some figures mentioned by rate of transmission, one proposal would tax transmissio,, at the 

rate of 1.9 million dollars another one up to 4.9 million dollars. I think it is important to 

understand, that during the past two and half to three years, under the electric industry 

competition commit.tee study, we have been looking at a comprehcnslvc tax hill that would apply 

equally to the investor owned utilities and the rural electric cooperatives, When we talked about 

transmission line taxes, we talked about something other than just 230,000 KV taxes or higher. 
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We wc1·c tulklng uh(,ut tuxing on u line mile hmds, und~r II comprehensive proposul. trnnsmission 

line miles of' over ten thousund miles from the level or 41.C> KV to 400 KV. We were tulking 

ubout u much lurgcr system then whnt this hill is <lcullng with, We were not onl)' tulking ubout 

th'-' ntl'UI electric coopcrntlvcs, but nlso the investor owned utility system~. We need to mukc sure 

our 11gurcs urc ucct1rutc. I ugrcc with Rep. Klein und Rep. Cul'lson, thut in some wuys 1 we nrc 

dcullng with npplcs nnd orunges, und very complex tux systems, The high voltugc trnnsmission 

tnx is only one tux puid by the rurul electric cooperuti ves. The gross receipts tux is for nnd nway 

the most slgniflcunt tax, tlrnt tnx gcncrutcs in the urea of six million dollurs per ycur to counties 

und other political subdivisions in the stutc. To single out the high voltugc trnnsmission system 

und then druw u dfrcct comparison from that und some investments and tuxes undcl' the ccntrnlly 

assessed systems, is simply not a fuir compurison. We do foci strongly, thut we ollght to wait, and 

get the job done during the lnterium. 

RE~ROB~3RT HEUTIIER, DIST. 27, SOUTHEAST NORTH DAKOTA, Testified in 

opposition of the bill. He felt we have come a long wuy In the intcrium committee they served 

on. We take electricity fot granted. When we look ut the west coast und the current position they 

are in, we have to be ,cry cuutious how we deal with the legislative process and the pressure we 

put on the industry. What is happening on the west coast right now, could very likely happen on 

the east coast next summer. This is one issue which we need to put pressure on this next 

interium and really try to come to a final solution, We are given the responsibility for the next 

two years yctt to study this, This has to be a part of the study. 

ROBERT MARKEE, ENERGY UNLIMITED, INC., Testified in opposition of the bill. 
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They urc wind developers working here In Norlh Dnkotu to cxpluin wind development. l lc 

~mcourngu<l the committee to be very cuuti<Hts with putting tuxes on trnnsmissio11. Trnnsmission 

is very expensive now und it would he un undue burden on the wind dcvl.'lopmcnt here in North 

Dukotn, l would I Ike you lo consider this being p1·cmnturc, there is u lot of cmphnsls on 

rutlonullzlng the trunsmi.i:sion in this country, rcgionully, 1,1.)t thnt develop over the next two 

ycurs. 

MARCY l>ICKERSQN, UTILITY TAX APPRAISER, STATKJ'AX 1n:1•.AHTMEN'L 

Appcnred to answer questions. 

REP, CARLSON Asked ubout the fiscul note - the fiscal note shows u ligurc of' $198,000, uncl 

someone thought it was more like $120,000, is thnt including nil lines'? 

MARCY DICKERSON Expluincd thnt this 11scul note wus cnlculutcd using just the lines 

owned by Basin, (couldn't understand), nnd ___ ?, it was submitted to your intcrium 

committee where I got the miles from cuch line. lt wus only the co-op owned lines scpnratcd 

from 230,000 KV and lnrger than 230,000 KV. We had 832.89 - 230,000 KV lines, 991.89 

larger than 230,000 KV lines. Multiplying the 230.000 by $225 per mile and the larger thun 

230,000 KV by $325 per mile, came up with u proposed tax of $509, 764,50, from that I 

subtracted the current tax of $410,582.25, which resulted in a proposed increase for one year of 

$99, 182,25 multiplied by 2 was the biennium figure. 

HARLAN FUGLESTEN Returned to comment, that the figures he quoted were based on a one 

year total instead of the biennium. 

With no further testimony, the hearing was closed. 
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Ht~P. CARLSQN Explained the history behind the time sr,cnt, und rcusons for this hill taxing 

trunsmission lines. Committee members felt this wns u good stmt for lcgislution which will 

probubly happen in tho future. 

J!Ef, NICHOLAS Mudc u motion for u DO NOT PASS, 

Second the motion. MOTION CARRIED, 

12 YES 2 NO 1 ADSIGNT 

HEP, NJ£llj)LAS Was given the floor ussigmncnt. 



REVISION 

Bill/Resolution No.: 

Amendment to: 

HB 1265 

FISCAL NOTE 
Requested bv Legislative Counoll 

01/23/2001 

1 A. St lite flsoal effect: Jdontlf~, tho st lite I/sen/ offoct ancl tho flscnl offuct on 11.(Jvncy nppropriatlons 
compared to funr/lng levels 1111<I npproprlatlons nntic1i1ntod undor curmnt low. 

Revenues 
Expenditures 
Appropriation,) -

1999-2001 Biennium 2001-260 
General Fund Otht1r Funds General Fund 

3 Blonnlum f 2003-2006 Blonnlurn I 
f Other Funds jGeneral Fund f Other Funds 

- ,-.. .. 

- -

______ .... _ F--==E-----r-=-~-~~-:==1 
[;--- ---·-t=----·--=~==~J 

18, County, city, and school district flsoal effeot: ldontlfy tho flscul offoct 011 /1,o llppropr/nf(} polltlcnl 
subdivision, 

1999-2001 Biennium I 2001-2003 Biennium ··--

Counties Cities 
Schoof-~ 

Dlstrlots Counties 1-- ~School 
Cities Districts 

-~l. $245,o?el I 

2. Narrative: Identify tho nspects of tho measure which cause fiscol linpoct and include any commonts 
relevant to yotJr analysis. 

HB 1265 changes the rate at which certain transmission lines arc taxed. The provisions of 
HB 1265 would increase county revenue by $245,075.50 during the O I w03 biennium. (A II 
revenue is deposited in the county general fund.) NOTE: This fiscal note has b~cn revised 
because of new information received by the Tax Deportment. 

3. State fiscal effeot detall: For Information shown under state fiscal effect 1i1 1 A, please: 
A. Revenues: Explain the revenue amounts, Provide detail, when appropriate ,'or each revenue type 

and fund affected and any amounts Included In the executive budget, 

B. Expenditures: Explain the expenditure amounts. Provide d1Jtai/1 when approprk1te, for each 
agency, 1/ne item, and fund affected and the number of FTE position,,:; affected. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the eff~ct 
on the biennial appropriation for each agency and tum.I affected and any amounts included in the 
executive budget. Indicate the relationship between the amounts shown /r>r expenditures and 
opproprlatlons. 





BIii/Resoiution No.: HB 1265 

Amendment to: 

FISCAL NOTE 
Requested by Leglelatlve Counoll 

01/10/2001 

1A State fleoal offeot: Identify tho stato //sen/ olfocl m1<I tho liscnl offoct on ,·1goncy opproprintions 
compmocl fo fumllny lovols and opproprlotlons ontlcipotod undor currant laiv, 

f 1999-2001 Biennium ! 2001-2003 Bhtnnlum 1 2003-2005 Blonnlurn l 
1-R--e-v-on_u_e_a ·--[;General Fund I Othet Funds jGene,al Fund+~!~er FundslGe~_rai!i~[~~, :~!!~~L~~~<!!. 

Expe11dllures . . ~--r.==--=--=--=--f __________ r·-· ..... i.- .. -••··-'·····-·········' 
~proprlatlonr. _l===__ [ __ [_ .. _____ .[_ -·-·-··-·-···--J. ______________ ..... L ______________ .. ___ ] 

1 B, County, city, and sohool ulstrlct fiscal effoot: /dontify tho fiscal of far.:t 011 tho appro/Jfiota politlof1I 
subdivision. 

1999-2001 Biennium I 2001-2003 Blo-rmlum -·-r·-----··- 2003 .. 2006 Biennium·-· ------1 

,___C-ou_n_t~lil=--~:~?o~
1
s -~~~~~[~ties . -~~?a~

1

• .. / ~ountles_i_ Cities··· 1!~~~~u 
2. Narrative: Identify the aspects of /he mef1sure which couso fiscal impact and lnclutlo any commonts 
relevant to your analysis. 

HB 1265 chnngcs the rutc ut which certain trunsmission lines urc taxed. The provisions of I IB 12(,5 would 
increase county revenue by $198,365 during the O 1-03 biennium, (All revenue is deposited in ihe county 
gcncrnl fund.) 

3. State fls<:al effect detail: For information show'1 under state fh:;ca/ effect in 1 A, please: 
A. Revenues: £:'xplain the revenue amounts. Provide deta,~, when appropriate, for (JfWh mvenue typo 

and fund effected and any amounts Included In the executive budgot, 

8. Expenditures: Explain the expenditure amounts. Prov/lie detail, when appropriato, lor oach 
agency, line item, and fund affected and the number of FTE positions dflectnd 

C. Appropriations: Explain the appropriation amounts, Prov/de detail, when appropriate, of the effect 
on the bionnle/ appropriation for each egency and fund 11ffected and anv amounts Included in the 
executive budget. Indicate the relationship between the amounts shown for expenditures and 
appropr, 1tlons. 

rJame: Kathryn L. Strombeck jAgency: Tox Department j 
p""'"h,--o_n_e ...,...,N-um_...,b,._e-,:- ---3-2-8--34-0_2 _______ p=--at_e ___ P-re_p_ar-e-d:_0_1_/_2-_2-/_2-0~0~1~::~~~::~~~~~~~~J 



Date: /- ?£, -ot 
Roll Call Vote #: / 

2001 HOUSE STANDING COMMITTEE.~OLL CALL VOTES 
BILL/RESOLUTION NO. M8 / ~&,S 

House FINANCE & TAXATION Committee 

0 Subcommittee on ___________________ _ 
or 

D Conference Committee 

Legislative Council Amendment Numbei-

Action Taken Do Not Po. 5~ 

MotionMadeBy ~ "'itbola.~ SecondedBy ~· e~ 
Representatives Yes No Representatives Yes No 

CARLSON, AL, CHAIRMAN r V NICHOLAS, E~}GENE V 
DROVDAL, DAVID, V-CHAIR V RENNER, DENNJS V 
BRANDENBURG, MICHAEL V RENNERFELDT, EARL V 
CLARK.BYRON v SCHMIDT, ARLO V 
GROSZ, MICHAEL V WIKENHEISER, RAY V 

~ 

HERBEL. OIL V WINRICH, LONNY 11 
KEL$H, SCOT V -KROEBER, JOE V 
LLOYD. EDWARD V 

" 

Total (Yes) No 

Absent 

Floor Assignment 

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



REPORT OF STANDING COMMITTEE (410) 
Jonuary 30, 2001 4:46 p.m. 

REPORT OF STANmNG COMMITTEE 

Module No: HR-16-1964 
Carrier: Nicholas 

Insert LC: . Title: . 

HB 1265: Finance and Taxation Committee (Rep. Carlson, Chairman) recommends DO 
NOT PASS (12 YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). HB 1265 was placed 
on the Eleventh order on the calendar. 

(2) 0£!81<, (3) COMM Page No. 1 
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Prepared by the North Dakota 
Legislative Council staff for the Electric 
Industry Competition Committee 
June '.WOO 

SUMMARY OF ELECTRIC UTILlrfy INDUSTRY 
TRANSMISSION TAXATION PROPOSALS SUBMITTED 

TO THE ELECTRIC INDUSTRY COMPETITION 
COMMITTEE 

This memorandum summarizes the electric utility industry transmission taxution proposals that have 
been submitted by the Association of Rural Electric Cooperatives und the state1s inv~stor .. owncd 
utilities to the Electric Industry Competition Committe~. The memorandum also includes the current 
transmission line tax as weJl as the proposal developed by the committee at its March 3, 2000, 
meeting. This memorandum is applicable to transmission lines as defined by North Dakota Century 
Code Section 49•2 l. l .. Q 1. I which provides that 11

( e ]xcept for purposes of transmission facility siting 
under chapter 49-22 and regulatory accounting including the determination of the demarcation 
between federal and state jurisdiction over transmissiott in interstate commerce and local distribution, 
for purposes of this title [49] and chapters 57-33 and 57-33.1, lines designed to operate at a voltage of 
41.6 kilovolts or more are transmission lines, and lines designed to operate at a voltage less than 4 l .6 
kilovolts are distribution lines," 

C :J ·-ta North Dako 
Century Cod 
Section 57 .. 3 
(2) establish 
current 
transmission 
tax on lines 
kllovolts or 
~225 per ml 
1,824,8 mile 
$410,580 

e 
3. ly02 
es the 

line 
of230 
larger• 
le)( 
s"' 

Association of 
Rural Elt!ctric 
Cooperatives 
Proposal A 

• Transmission 
lines urader 
1 S kilovolts • 
$100 per 
mile x 
6,364.71 
mlles :e 

$636,471 
• Tnmsmlsslon 

lines from 75 
to 149 
kilovolts• 
$200 per 
mile x 
1,335,68 
miles"" 
$267,136 

• Transmission 
lines from 
ISO to 224 
kilovolts• 
$300 per 

J,ttn•//www qfAttt nd,us/lr/99memos/1928901.html 

Association of 
Rural Electric 
Cooperatives 
Proposal B 

• Transmission 
lines under 
50 kilovolts • 
$75 per mile 
xJ,779,15 
miles..., 
$283,436.25 

• Transmission 
lines from SO 
to 99 
kilovolts• 
$150 per 
mile x 
2,585,56 
miles= 
$387,834 

• Transmission 
lines from 
100 to 199 
kilovolts• 
$300 per 
mile x 

I 11ve~tor-Owned Committee 
Utilities Proposal 

I 
Proposal 

• Transmission • Transmlsslon 
lines of 41.6 lines under 
kilovolts • 50 kilovolts • 
$200 per $125 per 
mlle x mile x 
3,779.1 S 3,779.15 
miles i::, miles c:: 

$755,830 5'472,393,75 
• Transmission • 1 rnnsmlsslon 

llnes of 57 lines frum SO 
kilovolts• lo 99 
$300 per kilovolts• 
mile x $300 per 
443,07 miles mile x 
=$132,921 2,58S.S6 

• Transmission miles= 
I Ines of 69 $7751668 
kllovolts • • Transmission 
$500 per lines from 
mile x 100 to 199 
2,142.49 kilovolts• 
miles l!I $500 per 

01/22/200 I 
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mile x 0 1,335.68 $1,071,245 mile x 

miles"' $0 miles== • Transmission 1,335.68 

• Transmission $400,704 lines of 115 
miles = 

lines from • Transmission kilovolts • $667,840 

225 to 299 lines from $600 per • Trnnsmission 

kilovolls • 200 to 299 mile x lines from 

$400 per kilovolts• I 1335.68 200 to 299 

mile x $450 per miles,.. kilovolts • 

1,313.94 mile x $801,408 $700 per 

miles= 1,313.94 • Transmission mile x 

$525,576 miles"' lines of230 
1,313.94 

• Transmission $591,273 kilovolts • miles"" 

lines of 300 • Transmission $800 per $919,758 

kilovolts or lines from mile x • Transmission 

more• $500 300 to 399 1,313.94 lines from 

per mile x kilovolts• miles"' 300 to 399 

1,078.71 $600 per $ I ,051, I 52 kilovolts• 

miles= mile x • Trnnsmission $900 per 

$539,355 819.08 miles lines of 345 
mile x 

"'$491,448 kilovolts • 
819,08 miles 

• Transmission t 1,000 per ~ $737,172 

lines of 400 mile x • Transmission 
kilo volts or 8 I 9.08 miles ll11cs of 400 
mo,e • $900 C $819,080 kilovolts or 
per mile x • Transmission more• 

259.63 mlles lines of 400 
$1,200 per 

= $233,667 kilovolts • 
mile x 

$1,200 per 
259.63 miles 

mile x .., $311,556 

259.63 miles 
.. $311,556 

c: $410,580.ooJI ~~ $1,96:8,S38,?~L~~~62.2~JI $4,943, 192:?~ll - $~884,3_87 .7}] 

01/22/2001 
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January 11, 1999 

✓TRANf.SMISSION LINE TAXATION HISTORY 

SUMMARY OF TRANSMISSION 
LINE T AXA 1'10N 

Taxation of electric tranIimlssion lines under 
current law can be separated Into three categories: 

1. Transmission lines c,wned and operated by 
Investor-owned electric utllity companies are 
subject to ad valorem taxation. Assessments 
are made by the State Board of Equalization, 
and transmission lines are subject to property 
tax rates In taxlng dlstrlcts In which the lines 
are located, based L1pon the valuation estab­
lished by the State Board of Equallzatlon, 

2. a. Transmission lines of a cooperative with 
a carrying cap3clty of less than 230 kiio­
volts or which do not carry power from an 
electrical generating unit with a capacity 
of 100,000 kilowatts or more are consid­
ered part of the personal property of the 
r.ooperatlve not subject to ad valorem 
taxes. Cooperatives In this category pay 
a two percent gross receipts tax that is In 
lleu of taxes on personal property, and 
transmission lines are considered 
exempt as personal property, 

b. Transmission lines owned and operated 
by a cooperative having one or more 
electrical generation plant with a capacity 
of 100,000 Kilowatts or more, and which 
carry power from the plant, are subject to 
a tax of $225 per mlle, which Is In addl• 
tlon to the two percent gr01~s receipts tax 

on operation of the generation plant or 
plants. 

1941 Legislation 
Before 1941, all transmission lines were subject to 

assessment by the State Board of Equalization and 
levy of property taxes by loeal taxing Jurisdictions. In 
1941 North Dakota Century Code Chapter 57.33 was 
enacted to impose a two percent gross receipts tax on 
electric cooperatives and their transmission lines were 
classified os personal property, exempting thoi;e lines 
frorn property taxes. 

1965 Legislation 
In 1965 North Dakota Century Code Chapter 

57 •33.1 was created to provide for separate taxation 
of receipts of cooperative electrical generation plants 
of 100,000 kllowatts or more. The two percent gross 
receipts tax rate was continued for these facllltles, but 
a transmission line tax of $150 per mile was imposed 
on lines of ~30 kilovolts or larger1 with the entire 
proceeds of the transmission line tax to be deposited 
In the county general fund of the county In which line 
Is located. 

1977 Leglslatlon 
An Interim Legislatlve Council study recommended 

1977 legislation that was enacted to increase the 
transmissli,n line tax on these transmission linos 
owned by cooperatives from $150 to the present rate 
of $225 per mile. 
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Utility Shareholders 
of North Dakota 

-----------------
Comments before the House Finance and Taxation Committee, 1/23/2001 
RE: HB-1205 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS 130B 

ORA VELINE OF THE UTILITY SHAREHOLDERS OF NORTH DA KOT A. OUR 

ASSOCIATION REPRESENTS THE INTERESTS OF MORE THAN l, 100 NORTH 

DAKOTANS \1/HO OWN SHARES OF STOCK IN OTTER TAIL POWER COMPANY, 

XCEL ENERGY COMPANY, OR MDU RESOURCES, THE THREE INVESTOR 

OWNED UTILITY COMPANIES PROVIDING SERVICE TO NORTH DAKOTA 

CONSUMERS. 

I APPEAR IN SUPPORT OF HB-1265 

SEVERAL YEARS AGO, BY ORDER OF THE FEDERi,L ENERGY REGULA TORY 

COMMISSION (FERC), THE SALE AND TRANSPORTATION OF WHOLESALE 

ELECTR1CTY WAS DEREGULATED. W1TH ·rHIS CHANGE, LARGE 

COMMERCIAL CUSTOMERS IN SOME AREAS BEGAN SHOPPING FOR THE 

BEST PRJCES FOR THEIR ELECTRIC ENERGY NEEDS, AND CREATED NEW 

COMPETITIVE MARKETS. 

GENERA TORS FROM ALL ACROSS THE COUNTRY BEGAN LOOKING FOR NEW 

CUSTOMERS, AND THESE MARKET FORCES ALLOWED LARGE PURCHASERS 

OF ELECTRICITY TO DRIVE THEIR ENERGY COSTS DOWN. THESE NEW 

MARKET FORCES ALSO CAUSED WHOLESALE PRICES TO FLOAT SO THE 

GENERATION COMPANY WITH THE SHARPEST PENCIL GETS THE BUSINESS, 

HB-1265 IS A STEP IN THE RIGHT DIRECTION TO ELIMINATE AN UNJUST 

SITUATION IN NORTH DAKOTA'S ENERGY MARKETS. TRANSMISSION LINES 

OWNED BY COOPERATlVES PAY A SET FEB OF $225 PER MILE OF LINE FOR 
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TRANSMlSSION LINES OF 230 KV OR LARGER. AND THIS FEE HAS NOT BEEN 

CHANGED SINCE IT WAS IMPLEMENTED IN THE 1970'S, 

TRANSMISSION _LINES OWNED BY INVESTOR OWNED UTILITIES, AND 

DELIVERING ENERGY IN CO1'1PETIT1ON TO THE COOPERATIVES, ARE 

CENTRALLY ASSt:SSED ON AN AD VALOREM BASIS, AND TAX PAYMENTS ARE 

CONSIDERABLY HIGHER THAN THE PER MILE FEE PAID BY COOPERATIVES. 

TESTIMONY PRESENTED BY MARCY DICKERSON OF THE STA TE TAX 

DEPARTMENT ON APRIL 7, 1998 BEFORE THE INTERIM ELECTRIC INDUSTRY 

COMPETITION COMMITTEE CLEARLY SHOWS THE COOJ>ERA TIVES 

COMPETITIVE TAX ADVANTAGE ON TRANSMJSSION LINES. 

MS. DlCKERSONtS TESTIMONY REVEALED THAT, AT TBA T TIME, THE 

INVESTOR OWNED UTILITIES WERE PAYING THE FOLLOWING TAX At\10UNTS 

ON SIMILARfNSTALLATIONS: 

MDU.... BETWEEN $104 AND $867 PER MILE FOR 230 KV 

BETWEEN $717 AND $1,430 PER MILE FOR 345 KV 

OTTER TAIL BETWEEN $217 AND $1,597 PER MILE FOR 230 KV 

BETWEEN $815 AND $968 PER MILE FOR 345 KV 

XCEL (NSP) PA YING $621 PER MILE FOR 345 KV 

BY LOOKING AT THESE DIFFERENT TAX PAYMENTS, IT JS EASY TO 

UNDERSTAND THE COOPERATIVES' COMPETITIVE ADVANTAGE IN 

TRANSPORA Tl ON COSTS FOR ELECTRICITY, 

OPPONENTS TO ANY TAX INCREASE IN TRANSMISSION LINE TAXES WILL 

FREQUENTLY RAISE THE SPECTOR OF COMPETITION BETWEEN NORTH 
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DAKOTA LIGNITE AND OUT-OF-•ST A TE COAL RESOURCES. AND \\'HILE THERE 

MAY BE SOME LOGIC TO THEIR ARGUMENT, IT JUST DOESN'T SEEM FAIR FOR 

THE STATE TO COLLECT DIFFERENTLY FROM T\\10 ENTJTJES ON THE SAME 

TYPES OF PROPERTIES. FURTHER, DOTH COW.PETITORS ARE USING THE SAME 

NORTH DAKOTA LIGNITE TO GENERA TE ELECTICJTY. 

IF $225 PER MILE OF LINE JS THE FAIR PAYMENT TODAY FOR A 230 KV 

TRANSMISSION LINE, THEN \VHY TAX THE NEW 230 KV LINE UNDER 

CONSTRUCTION BETWEEN HARVEY AND GLENBORO AT AN EXPECTED $1,800 

PER MILE? AND YES, THE ENERGY TO BE CARRIED ON THAT LINE \VILL BE 

GENERATED USING NORTH DAKOTA LIGNITE. 

ANOTHER EXAMPLE OF THE INEQUITY OF THE CURRENT METHOD OF 

TAXATION IS FOUND ON A 345 KV LINE RUNNJNG FROM THE COAL FIELDS TO 

EASTERN NORTH DAKOTA. FOR THE PORTION OF THE LINE OWNED BY 

MINNKOTA POWER COOPERATIVE, THE STATE RECEIVES $225 PER MILE. BUT 

A PORTION OF THE LINE IS O\1/NED BY OTTER TAIL POWER COMPANY. 

AND WHEN I SAY A PORTION, I MEAN A PORTION. OTTER TAIL OWNS TEN 

FEET OF THE TOWER, THREE OF THE SIX CONDUCTORS, AND SOME OF THE 

n~SULATOR BELLS FOR A DISTANCE OF 47,8 MILES. OTTER TAIL'S TAX BILL 

FOR THESE 47.8 MILES TOTALS MORE THAN $39,000, OR MORE THAN $815 PER 

MILE. MINNKOTA PAYS $10,755 FOR THE SAME LINE FOR SAME DISTANCE, 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. THE UTILITY 

SHAREHOLDERS OF NORTH DAKOTA ENCOURAGES A DO PASS ON HB-1265 AS 

A OOOD FIRST STEP TOWARD EQUITY IN A COMPETll IVE MARKET PLACE. 
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