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REP. WESLEY BELTER, CHAIRMA~ Called the hearing to order. 

Meter# 
24 

---

REP. PAM GULLESON, DIST. 26 Introduced the bill. See written testimony plus a handout 

on Biodiesel Myths & Facls. She also submitted testimony from Terry Goerger, an ag producer 

from Mantador, ND, in Richland County. 

REP, EUGENE NICHOLAS, DIST. 1S Co-sponsor of the bill. Stated he has been a long 

supporter ofbiodiesel efforts, along with ethanol production in this state. Without question, 

since 911, the dynamics of this whole debate has changed immensely. We are about to head to 

war in Iraq, and I think it is extremely significant, in the fact, that that war will take somewhere 

between fifty and sixty billion dollars. We all know why we are having problems with those 

countries that are supplying a huge amount of our domestic energy supply. It is obvious that the 

domestic energy industry will not be able to meet our demands. Our increasing dependence on 

foreign energy, is almost unbelievable. It is at crisis proportions. I think we have the greatest 
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opportunity in rural America, as we move toward an indP.pendence on biodiescl and ethanol, to 

help resolve this problem. Not only is it good for the ag economy, it will help decrease the 

dependence of the American farmer on subsidies, which so many people are opposed to. The net 

income in rural America, comes from enhancements of the government. I think we have a huge 

opportunity here, as we give some incentives to these industries, both biodiesel and ethanol. 

There has been much opposition from many different sources and many different special agenda 

interests in North Dakota. We need to change that agenda. 

SEN, RUSSELL THANE, DIST. 26, Testified in support of the bill. He stated he lives right in 

the middle of the soybean producing area. Soybeans are approximately half of their crop acres. 

He state they had approximately 1750 acres of soybeans, which produced 40 bushels per acre. It 

.,,........,__ was a record crop. Finally, we were able to break away from subsidies. In the past, we relied on 

loan deficiency payments to bring our income from our soybean productiont up to an acceptable 

level. Now we are selling at $5.60 per bushel, which is outstanding. He referred to Terry 

Goerger, in his area, who bums up to twenty percent soybean oil in his pickup. He runs other 

percentages in his tractors. He is an enthusiastic supporter. I agree one hundred percent. We 

have been talking about this for the last twenty five to thirty years. We have never had a national 

policy that really got behind it. I think our new president, has some of the right ideas. 

SEN. JOEL HEITKAMP, DIST, 1!! Testified in support of the bill. If you take a good look at 

the bill~ you see the number seven in there a number of times. He felt maybe they should be 

pushing even more aggressively, in regard to the fact that, North Dakota itself, raises and grows 

this product and it is really on the cutting edge of where we are asking our ag sector to go. This 

idea is reasonable. There are a number of safeguard3 in here. Referred to line 20, which had 
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safeguards. He referred to the word "mandate", asked the committee not to be afraid of that 

word. 

~P. FROELICH Why is them an exemption? 

SEN, HEITKAMP I think because there were concerns whether the knowledge has gotten for 

cmough to guaranty the warranty of certain engines. I think that concern will go away. 

REP. WEILER Where is biodiesel produced? 

SEN. HEITKAMP Quite frankly, when you do something like this, you hope that biodiesel will 

be produced right here in North Dakota. Right now, Minnesota is ahead ofus. When you look at 

the bordering states, they have jumped ahead ofus in terms of manufacturing. 

REP. WEILER What kind of impact does biodiesel have on an engine? 

SEN, HEITKAMP I believe from talking to Terry Goerger, and from the experience he has had 

from utilizing biodiesel, he doesn't have any negative impact. He is running all over the county 

with bumper stickers saying "powered by biodiesel." I know for a fact, from reading the paper 

now and then, he can go faster than the speed limit. 

REP, KLEIN Why do we have to mandate it? 

SEN, HEITKAMP As Rep. Gulleson brought up, there are additional costs. How do you get 

past tliat additional cost? Was there an additional cost when we went from regular fuel to 

unleaded fuel. We have to create a market for the product. 

REP. JON NELSON, DIST. 7 Testified in support of the bill. He stated he agreed with the 

previous testifiers. He stated, the key is that this legislative session will set the table for where 

we go with biofuel development and use in this state. We have an opportunity to become leaders 

again in value-added agriculture. The largest industry in our state is a huge stakeholder in this. 
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Every consumer buys gasoline, and diesel too. There are more benefits, then the problems that 

might arise. It benefits the environment and the people. That is how I rationalize a mandate. 

It will send a strong message to an investor who wants to come into this state to build a plant. 

He stated he did have an amendment ht! would submit later. 

REP,_GULLESON Introduced technical people to answer any questions. 

R,EP. KELSI! Asked how close we were coming to closing the gap on the bill versus it going 

to Minnesota? 

REP. GULLESOI\{ Minnesota moved ahead on this ten years ago. I was hoping we could be 

the first in embracing our own. Richland and Cass County are the leaders in soybean prodm:tion. 

We should have been first. This bill is modeled after Minnesota's bill. I added the extra 

.,----.._ provisions for the tax credits in upgrading facilities. Minnesota has a production plant in 

Mankato. There is high interest in a production plant in North Dakota. It is about the market. I 

think the time is so right on this. 

REP, WEILER Has Minnesota mandated the use of this fuel? 

REP. GULLESON Yes they have. 

REP, WEILER Are there any other states that have? 

REP, GULLESON No 

REP. WEILER Have they begun producing yet, in Minnesota? 

REP. GUl,LESON Yes, I believe it is the supplier for North Dakota's pipeline. 

REP, GROSZ In one of the handouts you provided to us, it states that engine wruranty coverage 

would be at risk, is a myth. The fact, states the use of biodiesel in existing diesel engines does 
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not void parts and materials workmanship warranties of any engine manufacturer. In Sen. 

Heitkamp's testimony, he stated there are some warranties in question, 

REP. GULLESON She thought he was talking about big engines, they are doing testing with 

caterpillar right now. She stated they have a couple of diesel pickups, and looking in the book 

before she bought it, it states that the engine is covered by biodiesel fuel. 

,REP. KLEIN If we pass this bill, how long will it take to get a plant built and up and running? 

REP. GUL_LESON Actually what it says, it has to be in place, and the earliest it would be 

would be 2007. We don't start the two percent until 2007. If you remember, two years ago, the 

folks from ADM came in, and they are very supportive of this, they said they would be looking at 

plants in Enderlin. I think there is interest. 

REP. SCHMIDT Two years ago, the engine companies would not guarantee their engines, you 

say now, they are still testing, and still don't know if they will guarantee their engines or not? 

REP. GULLESON No, I am not saying that. Actually most all of the warranties are covered 

with biodiesel. 

REP, SCHMIDT I believe in two years,. they should have gotten these engines tested. 

REP. GULLESON Actually all warranties are tested. 

REP. BELTER Asked whether there were some benchmarks in the Minnesota mandate. 

REP. GULLESON It is the same, they needed to have production to eight million gallons. 

They are a much bigger state, so we had ours a little lower level. It is also tied to the federal tax 

rredit. 

RAY MARTINSON, SOYBEAN PRODUCER, MILNOR, ND s AND ALSO 

REPRESENTING THE PRODUCERS OF THE NATIONAL BIODIESEL BOARD. 
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He stated the National Biodiesel Board values the fact that their efforts helped to enhance rural 

development opportunities, energy security and environmental stewardship, He talked about an 

opinion study funded by the United Serving Board, this last fall, They telephoned one thousand 

different individuals, nationwide, and sixty percent believe it is necessary to provide measures to 

increase the use of renewable fuels, He talked about the National Biodiesel Board hiring an 

individual who worked exclusively with engine companies to standardize their engine warranties. 

Every engine manufacturer wants to come up with a different engine, and we are working to try 

to standardize that. We talk about this mandate of 2007, we arc already mandated by low sulfur 

fuel by 2006. When we get that, we will have to put something in the diesel fuel to lubricate to 

replace the lubricity that is token out by low sulfur fuel. This is a natural fit. I have been using 

-~ biodiescl on my fann for two years, we have been using a ten percent blend, we have hnd no 

problems whatsoever, 

REP, IVERSON Do you have representatives of the National Biodicscl Board in every state in 

the nation? 

RAY MARTIISSON It started out with just ten stutcs, and it is growing, The industry 

representatives have now surpassed the state representatives on the board. That is how much it 

has grown. There is a lot of interest in areas where pollution is a concern, 'They realize they 

have to do something on city buses, school buses, state fleets, 

REP, KLEIN How high could you go on diesel'/ 

RAY MARTINSON On the newer engines, I think you would be alright. On the older engines, 

you might have some problem. At twenty percent you would be all right. 
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REP. GROSZ According to the National Biodiese] Board, any increase in cost will be 

accompanied by an increase in diesel quality in full blends ofbiodiesel releasing lubricity of 

diesel fuels. If it is such a good product, why arc we forcing people to purchase it? 

RAY MARTINS01\i We have nineteen applications just from last June and Ju~y, to start selling 

it. lfwe don't start using this product by the year 2006, somebody will come up with another 

product to replace it. That will cost money too. 

ROGER JOHNSON, COMMISSIONER OF AGRICULTURE, Testified in support of the 

bill. See written testimony. 

REP. DROVDAL Asked whether there is an increase in demand or a decrease in the 

production of oil? 

ROGER ,l.OHNSON I am not sure how to answer that, we are more dependent on foreign oil. 

The market is leading us there, whatever we can do to make ourselves more competitive, either 

in the domestic oil market or as the bill discusses here, in the form of the diesel area. 

REP, DROVDAL In the demand for oil for fuel, which is a new market 

ROGER JOHNSON I don't have those statistics, as I look around the room, I see people from 

the petroleum industry, who probably have those. 

TED AULICK, PROCESS CHEMIST AT THE ENERGY ENVIRONMltNTAL 

RESEARCH CENTER IN GRAND FORKS, ND, Testified in a neutral position, gave 

infonnation regarding the perfonnance of biodiesel. He stated, it is a result of u chemical 

reaction between oil from vegetables or animals, and the reaction of that oil with an alcohol, 

normally methanol. You have to have a chemical reaction to make biodiesel. People talked a lot 
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about lubricity. What is going on here is, as of 2007, all diesel engines will have to be equipped 

with catalytical converters, according to the EPA. There is a mandate. He gave an explanation 

of what will have to be done to meet the mandate by the year 2007. 

REP. BELTER In the production of this, is it energy efficient? 

TED AULICK Biodiesel has, what is called, a life~cycle energy balance of3.7. That means, 

that every gallon ofbiodiesel has 3.7 times the amount of energy contained within it, that was 

utnized to make that gallon ofbiodieseJ. Not only do you generate that much extra energy out of 

that gallon, also, you limit that much less C 02 production. 

)tEP. KLEIN What would happen if you would use this with ethanol? 

TED AULICK You can make it with ethanol too. I don't know if anyone is doing that right 

/~. now. The only reason they are not doing it, is cost. 

REP. KLEIN I have used ethanol and methanol, they are very similar. 

RICHARD SCHLOSSER, REPRESENTING THE NORTH DAKOTA FARMERS 

UNION, ALSO FARM NEAR THE TOWN OF EDGELEY, ND, Testified in support of 

the bill. He stated, last year at convention, we had as our theme, "Ag the Cornerstone/' fully 

recognizing that agriculture is the number one industry of North Dakota and an economic 

contribution to the state. Wu are doing what we can do to promote that. We see this bill as one 

piece of the puzzle. Gave history of how crops have changed in the last twenty years. 

REP, IVERSON In reading the testimony, he asked how 2% biodiesel equates to 3. 1 million 

bushels of soybeans productiont what does that mean to producers in tenns of dollars? 
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RICHARD SCHLOSSER I don't have those numbers, but at the national Farmers Union 

convention, during the last farm bill energy debate, in the Senate, we did support what we call 

"renewable fuel standard", namely ethanol, those numbers came up, I could get that for you. 

BILL BUTCHER, STATE DIRECTOR OF THE NATIONAL FEDERATION O_E 

INDEPENDENT BUSINESS, Testified in opposition of the bill. He stated his organization 

opposes all government mandates. The NFIB represents three thousand members, all small 

business owners in North Dakota, and six hundred thousand members, nation-wide. The position 

is taken that, with mandates, someone is always subsidized and the taxpayer always pays. The 

NFIB has joined a group called the Coalition Against Mandates. See copy of the prepared 

statement. 

REP. BELTER I as an agricultural producer, probably would have been better off, had they left 

the sulphur in the diesel fuel, in a sense, that was a mandate. What makes this any different? 

BILL BUTCHER I don't know ifwe w~uld be in favor of leaving the sulfur in. 

REP. BELTER That's what happened, they mandated the removal of sulfur, so it cost us more 

money, it might be good for the environment, which is the other trade-off. 

BILL BUTCHER I don't know how to answer that question, except to say the coalition is 

opposed to "mandates". 

J. P,. WIEST, PRESIDEfil' OF THE NORTH DAKOTA MOTOR CARRIERS ASSN. 

AND ALSO THE PRESIDENT OF WIEST TRUCK LINE, JAMESTOWN, Testified in 

opposition of the bill. Any cost affecting diesel fuel will be affecting me. We use approximately 

eighty thousand gallons per month. Hopefully, we can pass it on to our customers. 
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REP. FROELICH If the price ofbiodiesel would be cheaper in this state, woulct you have any 

objection to the bill then? 

J.P. WIEST I don't think so. 

MARV SKAR, PRESIDENT OF E, W. WYLIE, FARGO, ND Testified in opposition of the 

bill. See written testimony. He stated he buys one hundred sixty five thousand gallons of diesel 

fuel every month, and not one gallon is biodiesel, and it won't be. He read a letter he received 

from Dr. C. Ford Runge who stated it takes it from small guys and gives it to investors. He read 

a letter from G. E. Transportation Systems, see attached copy. He stated, there is nothing 

wrong with buying biodiesel, if it is not mandated. 

REP, KELSH Asked ifhe knew when the Minnesota mandate went into effect. 

,MARV SKAR I think last session. 

REP, KELSH Then there must be some evidence that their trucks went through Minnesota and 

are using it since that time? 

MARV SKAR I got this stuff, from a Minnesota trucking company. Fuel results from a 2001 

fuel test in biodiesel fuel was used in 8ix city buses in the twin city metro transit. The biodiesel 

fuel was 26 cents to 46 cents per gallon more expensive then regular diesel. We aren't talking 

about guys getting in their diesel pickup and driving around here, I am talking about spending 1.8 

million dollars last year on new trucks. 

REP. WINRICH The figures you had in your testimony about prices, etc., were cited as 

estimates. Have those estimates been borne out, is diesel fuel six cents per gallon more 

expensive in Moorhead then 

MARV SKA?. I think it is effective in 2005 
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REP. WINRICH So the mandate for Minnesota is not in effect yet? 

MARV SKAR They have the same issue we do, if you pass it, we can't put it into effect 

tomorrow. These are estimates. The petroleum industry, are the guys who supplied this. 

REP, BELTER In your organization, nationally, what is the dialogue there, I have mixed 

feelings on the mandate, it was brought up that catalytic converters are going to be required on 

diesel trucks, so biodiesel may be one solution to dealing with the reality of a catalytic converter, 

so we are talking about mandating biodiesel, but then there might be other products that are 

going to be mandated, are you discussing those types of products that may be mandated? 

MARV SKAR I can tell you this, that engine companies are scared to death regarding 2007. 

The biggest fear engine makers have are called boutique fuels, and that is exactly what this is, it's 

a boutique fuel that we are creating that is going to be a little different from everybody. They 

want the federal government to say, this is the standard of fuel we are going to run. They don't 

want California going down there and saying I want one percent sulfur emission. Because they 

have to create an engine that lives with this one standard. Minnesota wants five percent bio, you 

want two percent bio, what are these engine manufacturers supposed to do, create twenty five 

different engines because you have twenty five different boutique fuels out here? It should be a 

choice of what the user wants. I don ,t want to pay rr;ore for fuel. If you get biodiesel mandated 

in this state, you will see long-haul trucking companies by-passing our state and they can bypass 

Minnesota too, because we have three hundred gallons at six miles per gallon, we can go all the 

way into Wisconsin. I can't take the risk on a hundred thousand dollar piece of equipment 

without having a warranty . 
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RON NESS, NORTH DAKOTA PETROLEUM COUNCIL Testified in opposition of the 

bill. He stated they are opposed to a mandate ofbiodiesel in the state. There was a question 

which you asked earlier, "did you oppose the high sulfur diesel mandate"? Absolutely. 

Tesoro Refinery has invested about fifty million dollars over the past few years to meet the 

qualifications for no sulfur diesel. This year, they will inve:Jt another fifty million dollars just to 

meet the clean fuel requirements that are placed upon them. They purchaaed that refinery a little 

over a year ago for t.hree hundred and fifty million dollars, they have spent seven million 

branding retail locations, private individual businesses with their brands in order to sell their 

product, and they are going to have to continue to spend more money for this diesel clean fuel 

requirement, and yet the price of fuel has risen just because of those EPA mandates. Essentially, 

boutique fuels is the issue here, for the suppliers and refiners of fuel across the United States. 

Submitted a map showing boutique fuel requirements for gasoline. We have a system in the 

United States designed to move fuel across where product is needed. As you create boutique fuel 

requirements for islands of fuel, it makes it increasingly more difficult to supply those areas with 

fuel. He submitted a charted showing they have gone from three hundred fifty refiners in 1980 to 

one hundred fifty two today, in the United States, See attached chart. There are several 

refineries closing because they can't continually meet these requirements placed on them by the 

EPA. 

REP, FROELICH What are the refineries or suppliers looking at to replace sulfur? 

RON NESS Deferred the question to Ron Day, Environmental Coordinator. 

RON DAY, ENVIRONMENT AL COORDINATOR. REFINERY IN MANDAN Answered 

the question. He stated there are several additives on the market they are looking at. If biodiesel 
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is a cheap alternative and they can work out how to inject that material into the diesel fuel, by all 

means, they would definitely consider it. Just don't mandate that option to them, let them 

choose. 

REP. WINRICH TO RON NESS Related to his testimony, what evidence is there, that the 

suppliers are beginning to abandon Minnesota, in anticipation of the mandate going into effect 

there? 

RON NESS I do not know. I think Minnesota is a completely different market place. You 

have a huge metropolitan area that consumes so much more product then the state of North 

Dakota, I don't know that it matters what you do in the state of Minnesota, there are enough 

suppliers and enough pipelines, refineries, etc. Last summer there was a shortage in 

Minneapolis, what happened is, the companies rushed their ethanol from Iowa into Minnesota, to 

address any price fights, because of the shortage of ethanol in that area. As you add more states 

to the mix, just like we did with gasoline, we added thirty two new gasolines to the mix, each 

refinery has to have a special recipe for that type of fuel. 

DEAN PETERSON, NORTH AMERICAN COAL CORPORATION, Testified in a 

neutral position. See written testimony plus an amendment to the bill. 

REP. FROELl~H Asked whether any of Mr. Peterson,s entities use biodiesel? 

DEAN PETERSON No 

BEP, Bl£LTER TO STATE TAX DEPARTMENT Related to the two cent federal tax, is 

that two cents per gallon? 

GARY ANDERSON, STATE TAX DEPARTMENT Stated he was not sure how that will 

work, they will have to take a look at that. 

···--·-----~--- ..... ►·••·· 
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REP. BELTER This bill doesn't have any impact on the two percent special fuels tax that we 

have for non-rural use, is that correct? 

GARY ANDERSON I believe the way the bill is written, in subsection 1 of section 1, it talks 

about producing eternal combustion engines, the way we interpreted that is it could apply to both 

on-road and off-road usage. As you know on-road has a higher tax rate then the off-road. From 

our point of view, it would appear to affect both. 

With no further testimony, the hearing was closed. 

------ -- . ···--·- d d l I , d to Modern Information systems for mtcrofl lmtng and 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1309 

House Finance and Taxation Committee 

□ Conference Committee 
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/ Committee Clerk Signature 

Minutes: 
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X 
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19.7 
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Amendments which were presented took out the mandate which was supposed to be met by 

2005. The amendments leave in the tax credit, which is 16% per year and 10% per year, it caps 

the taxpayers limits up to $250,000 for the five years. It also states that biodiesel has to meet 

specifications adopted by the American society for testing and materials. 

REP, NICHOLAS Felt it is a disappointment that this is being held up by the industry in a 

state like North Dakota when forty percent of our economy is agriculture. 

REP. CLARK Made a motion to adopt amendments #3045S.0101. 

REP, IVERSON Second the motion. Motion carried by voice votet with one no vote, 

REP. IVERSON Made a motion for a DO PASS AS AMENDED. 

REP, CLARK Second the motion. MOTION CARRIED. 
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FISCAL NOTE 
Requested by Leglslatlve Councfl 

04/11/2003 

Amendment to: Hf3 1309 

1A State flscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
fl di I I d I ti I un na eves an aooropr, a ons antlcfoated under current law. 

2001 ·2003 Bl1nnlum 2003-2005 Biennium 2005-2007 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ,_ ..... 
l:xpendltures -Appropriations 

1B, Countv, cltv, and school district fiscal effect: ldentlfv the fiscal effect on the anoroprlate po/It/cal subdivision. 
2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

-
2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

Engrossed HB 1309 with Conference Committee Amendments provides a corporate Income tax credit for costs 
associated with retrofitting facllltles for the purpose of producing or blending blodlesel fuel. It Is uncertain how many 
corporations wlll utilize this credit, or what the costs wlll be. Therefore, the fiscal Impact of that section cannot be 
determined. 

The bill also allows a speclal fuels tax reduction for fuel containing blodlesal. It Is unknown how much blodlesel fuel 
will actually be used ln the state during the 2003-05 biennium. If ten percent of speclal fuels contains blodlesel, the 
total fiscal Impact would be a blennlal reduction In highway distribution, county and cities funds of -$375,000, 

3. State fiscal effect detall: For Information shown under state flsoal effect In 1A, please: 
A Revenues: Explain the revenue amounts. Provide detall, when appropriate, for eaoh revenue type and 

fund affected and any amounts Included In the executive budget. 

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for oach agency, line 
Item, and fund affected and the number of FTE positions affected. 

C, Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Name: Kathryn L. Strom~eck Agonoy: Tax Department 
Phone Number: 328-3402 Date Prepared: 04/10/2003 
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Amendment to: HB 1309 

FISCAL NOTE 
Requested by Leglslatlve Counclf 

03/24/2003 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
fi di I d un nq evels an aporoJJrlatlons antlclJJated under cun-ent law. -- 2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

General Other Funds General Other Funds General Other Funds 
Fund Fund Fund 

Revenues 
Expenditures 
Appropriations 

1B, County. city, and school district fiscal effect: ldentlfv the fiscal effect on the ao1Jroprlate oolltlcal subdivision. 
2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

Engrossed HB 1309 with Senate Amendments provides a corporate Income tax credit for costs associated with 
'\ retrofitting facilities for the purpose of producing or blending blodlesel fuel. It Is uncertain how many corporations wUI 

utlllze this credit, or what the costs will be. Therefore, the flscal Impact of that section cannot be determined . 
..' 

The bUI also allows a special fuels tax reduction for fuel containing blodlesel. It Is unknown how much blodlesel fuel 
will actually be used In the state during the 2003-05 biennium. If ten percent of special fuels contains blodlesel, the 
total fiscal Impact would be a biennial reduction In highway distribution, county and cities funds of-$333,000. 
(Additional work estimating the extent of l!kc.1ly blodlesel usage Is continuing.) 

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 type and 

fund affected and any amounts Included In the executive budget. 

a. Expenditures: explain the expenditure amounts, Prov/do detail, when appropriate, for each agency, 1/ne 
Item, and fund affected and the number of FT£ positions affected, 

c. Appropriations: explain the appropriation amounts, Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget, Indicate the relationship between the amounts shown for expenditures and appropriations, 

1-N_a_m_e_: _______ K_a~t_hry..L-n _L_. S_t_ro_m_b_e_ck ___ -4-A-=g_en_c....:y_: __ , __ T_ax_D_e,-cp_a_rt_m_e_nt _______ 7 
Phone Number: 328-3402 Date Prepared: 03/25/2003 ~ 
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FISCAL NOTE 

Requ11ted by Legl1l1tlve Councll 
02/07/2003 

Amendment to: HB 1309 

1A. State flaoal effect: ldonllfy tho stoto nscal offoct ond tho n,cal offt1ct on agtmoy approprlt1tlon1 companui to 
fi dl I I un na eve s and sonronrlatlons Of!!!Pfl!otod undor <;J!!I!!J]t law. ·~- . .,...., 

2001-2003 Biennium 2003-2005 Biennium :zooa-2no1 Biennium 
General 

............. ....._ 

General Othir Pundi. -~Otntr1I _,,..Other jrundi Other Fund• 
Fund Fund "und ______ ,,__,, - -r,,,-,.-...,._.._,...._ -- r~ 

Revenue■ .,.,_.,.,_,_ -·-expenditure, ..,..,.._ - ...,...,.. 
Appropriation, .,.,.,.......,..,.~,,,... 

/~~i~~l:;~f:i~J 
1 B C t It ' oun :v. o tv, an 10 00 1tr ot IOI • eotl d 

2001 .. 2003 Biennium 
... ....__.. .... , 

2003-20 
8ohooi 

Count111 Cltltl Dl1trlot1 Counll11 C 
' ·-····- .. ~· 

--· ,,_.....,_,"lo _, .... , •• _ __, ---rt.n 

d h I di I fl I ff 

2. Narrative: ldantlfy the aspaot11 of Ille mea,uro whloh aauu n,onl Impact ond lm.l11clt1 My oomm,111, 1111,wmt ta 
your analysis. 

Engrossed HB 1309 provld81 a corporate lnoome lf>H Ofodlt tor 00111 11to0l1ltd wllh rotrofltUng f11ullhc11 fo, tho 
purpose of producing or blandlng blodloHI tuol, II It unoortoln how many oorpo,11llon11,v1U utlll,o thl1 6rodll, CH wh1tt 
the costs wlll be. Therefore, the fl1011 lmpaot oannot ba dolormlnod, 

3. State fl101I offeot dot1ll1 For lnfo""nllon 1hown undo, 11010 n,aal offool /11 fA, ,,,,,,,._, 
A. Rev1nu11: E"plaln tho rov,nue amount,. Prov/do dota/11 whon npprr,p11,,,, for onc:I, 1on11wo lr,>t 111wl 

fund aHoolad and any amounts lncludod In tho sxaoutlvr, l>udgot, 

B. 1!xpendltur111 Explain Iha OKpandllum smounlt1, Prvvldo dais/I, w/1011 r,p11rofJffnltJ, fot 91Jtf1 n(Jtmoy, 11n, 
/tam, and fund affeotad and th, numbor of PTG 1,01/tlcm, offootocJ, 

c. Appropriation,: E1'plaln tho appropriation amount,. P,ovldo dolnll, whan opprop11a,,, of 111, offtcf Oft 
the blannlal spproprlotlon for ,sch a"onoy and fund a"ocftrl and any anH>unt, lncludod In th1 u,cullvt 
budget. lndlcete the rolallonshlp b,twaen lhtJ amounts sho1vn for expandllunn, and 11pptop11sflonr,. 

'• I 



I 

I. 

BIii/Resoiution No.: HB 1309 

FISCAL NOTE 
Requijsted by Legislative Council 

01/14/2003 

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
fi di I I d 1 ti ' l d d un na eves an 8/JDfrlPfi a ons anticipate un er cu"ent law. 

2001-2003 Biennium 2003-2005 Bt,:,nnlum 2005-2007 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues 
EMpendltures - ·---Appropriations -

1B. Countv, cltv1 and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision. 
2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium ·-SchooO School School 

Counties Cities Districts Counties Cities Districts Counties Cities Districts 

-
2. Narrative: Identify the aspects of the measure which 1,;ause fiscal impact and Include any comments relevant to 
your analysis. 

HB 1309 mandates the retail sale ofbiodiesel fuel by July I, 2007, This will have no fiscal impact in the next two biennia. HB 
1309 also proviJcs 4 corporate income 1ax credit for costs associated with retrofitting facilities for the purpose of producing or 
blending biodiesel fuel, It is unce11ain how many corporations will utilize this credit, or what the costs will be. Therefore, the 
fiscal impact cannot be detennined. 

3. State fiscal effect detail: For lnfonnatlon shown under state 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. 

B. Expenditures: Explain 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 approprl&te, of the effect on 
the b/ermlal appmprlatlon for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the rolatlonshlp between th0 amounts shown for expenditures and appropriations. 

!Name: Kathryn L. Stro:.;.;.m.;.:;b..:.o.:..:ck..:.._ __ --4-A~g..:..en=--c:J:y~: ____ T_ax_O-.lep_t_. ----------1 
!Phone Numbe:..::.:..:r:____;_ _ ____;_3.:;.28_-_34_0~2 _______ _i.;D_a_te_Pr_e.!,..p_ar_e_d,_· _01_/2_0_/2_0_0_3 ________ _, 

/ 

vf 



' 

l 

Date· :t- 5•0 3 
Roll Call Vote #: / 

2003 HOUSE ST ANDING COMMITTEE ROJif, ~LL VOTES 
BILL/RESOLUTION NO. H~ /1':J' 

House FlNANCE & TAXATION 

D Check here for Conference Committee 

Committee 

Legislative Council Amendment Number 3 oY.55. 01 Q I -11 
ActionTaken _ £Jo p46~ (l.5 a,,,.,luL 
MotionMadeBy ~ ~ SecondedBy 'th(- l.lM .... t( __ 

-Representattv21 Yes No Representatives Yet No -BELT1~ CHAIRMAN V - V DROVl '.t~L. VICE-CHAIR 
CLARI( V - V FROELll.~H . 
GROSZ V . 
HEADLA1t1> V --IVERSON v -KELSH V -KLEIN V 
NICHOLAS V 
SCHMIDT ~ 
WEILER V 
WIKENHEISER V -WINRICH V 

Total (Yes) --~--No 

Absent Q 
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
February 6, 2003 8:34 a.m. 

Module No: HR-23-1786 
Carrier: Iverson 

Insert LC: 30455.0101 Title: .0200 

REPORT OF STANDING COMMITTEE 
HB 1309: Finance and Taxation Committee (Rep. Belter, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(12 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). HB 1309 was placed on the 
Sixth order on the calendar. 

Page 1, line 1, remove "a new section to chapter 19-1 o and" 

Page 1, line 2, remove 11blodlesel fuel mandate and a11 

Page 1, remove lines 6 through 21 

Page 2, line 3, replace "slxteen11 with 11ten 11 

Page 2, llne 4, after "containing" Insert "at least two percent" and replace 11that 11 with "by 
volume. For purposes of this section, "blodlesel" means fuel meeting the specifications 
adopted by the American society for testing and materials" 

Page 2, line 5, remove "meets the minimum content requirements of section 1 of this Act" 

Page 2, line 7, after "and" Insert "each year's credit amount", remove 11not", after 11forward11 

Insert "for up to five taxable years", and after the period Insert 11A taxpayer Is limited to 
two hundred fifty thousand dollars In the cumulative amount of credits under this 
section for all taxable years." 

Page 2, line 8, replace "Section 2 of this" with 11Thls11 

Renumber accordingly 

(2) DESK, (3) COMM Page No. 1 HA·23•1786 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. 11B 1309 

Senate Transportation Committee 

□ Conference Committee 

Hearing Date 2-f 8-03 

Tape Number Side A SideB Meter# 
1 X 1460-end 
2 X 0-3600 -

Committee Clerk Signature ~ 

·-

_km~ ·-

Minutes: 

"'""' Chairman Senator Thomas Trenbeath opened the hearing on HB 1309 relating to a corporate 

income tax credit for a portion of the cost of retrofitting a facility for producing or blending 

diesel fuel containing biodiesel fuel and to provide an effective date. 

Representative Pam Gulleson (District 26) See attached testimony in support ofHB 1309. 

Proposed an amendment to reinstate the original section 1. (See attached proposed amendment 

30455.0201.) Also proposed a second amendment to remove the sunset clause that was added in 

the last session. (See attached proposed amendment 30455.0202.) 

Senator Joel Heitkamp (District 26) (Meter 3622) There are 3 things to speak to: (1) The bill in 

its original fom1 (2) The first amendment which puts the bill back in its original fonn and (3) The 

last amendment which would talce the sunset clause off. Taking the sunset off really continues 

the dedication that ND put forward in the first place. The amendment is code revision. The first 



Page2 
Senate Transportation Committee 
Bill/Resolution Number HB 1309 
Hearing Date 2-28-03 

amendment putting the bill back in its original draft fonn goes to the heart and soul of what 

biodiesel was looking for which was to put ND up there as one of the leaders in the industry. 

The bill as it came from the House is a good start. It needs to go forward in some fonn because 

the soybean producers in the state are watching what the legislature is doing in regards to 

biodiesel and renewable fuels. Biodiesel is one of the things that can be a key towards the future 

success of farmers in ND. ND needs to send out the signal that it is in the business when it 

comes to biodiesel. 

(Meter 4100) Discussion concerning the existence of a biodiesel plant in ND. Right now there 

isn't one. Legislation is needed in order to go forward with this type of industry. 

Roger Johnson (Ag Commissioner) See attached testimony in support of HB 1309. 

Feels the 2% requirement should be the minimum of where ND ought to be. 

Ray Martinson (Producer and Representative for Soybean Producers of ND on the National 

Biodiesel Board) (Meter 5195) Testified in support ofHB 1309. Organization has done over $2 

million of research and study on biodiesel. It is one of the most widely tested fuels on the 

marked. For every one unit of energy that is needed to produce biodiesel 3.24 units of energy is 

gained. This is the highest energy balance of any fuel. It is nontoxic and biodegradable. 

(Meter 6110) Discussion about whether there was anything questionable in government policy 

that creates demand by mandating the use of a product and then subsidizes the production of the 

product. 

Tape 2, Side A 

(Meter 50) Discussion as to the 10% blend and where it comes from. There was also talk about 

the flow ability. Cold flow is not affected at 2-5%. There might be concerns at 10%. It should 

. - ...... d d l 1 ed t Modern Information system& for mtcrof I lmlng and 
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Senate T~ dl1sportation Committee 
BjJJIResolution Number HB 1309 
Hearing Date 2~28-03 

be treated like #2 diesel fuel. Some discussion also took place on additives and the price 

differences. 

Les Alustad (Fanners Union Oil of Southern Valley) See attached testimony. 

Russ Hanson (ND Petroleum Marketers Association) Supports agriculture and the agriculture 

products but also supports consumer demand. The retailers will provide what the consumer 

wants when the demand is there. Will support the promotion of products rather the government 

dictation of the offering of them. 

LeRoy Ernst (ND Motor Carriers Association) If the committee seriously looks at the proposed 

amendments, he requested that they be further amended to include trucking as an exempt 

industry. Supports the biil as it came out of the House. They do not support the concept of 

. .-'\ mandating the product. Ifthere is a mandate, it should come from the federal level so all the 
I , 

states are the same. 

Senator Taylor asked ifit is available at the pumps now in MN 

LeRoy Ernst replied that it is not. 

Ron Ness (ND Petroleum Council) ( Attached coalition mandates.) The bill as amended in the 

House was a good move. Adamantly opposes the amended mandated fuel in the state of ND. 

Ron Day (Tesoro Refinery, Mandan) Supports the bill as it came from the House. The 

amendments are an extreme concem. Talked about the problems of blending biodiesel during 

the winter months. If 11mended and mandated it would force them out of business. 

Dean Peterson (North American Coal Corporation) (Meter 2137) Had not intended to provide 

testimony on the blue copy but with the proposed amendments he felt the need to submit an 

amendment providing for an exemption for "off-road coal mining equipment and machinery'', 

iJ 
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Senate Transportation Committee 
Bill/Resolution Number HB 1309 
Hearing Date 2-28-03 

Pam Gulleson provided infonnation that Iv1innesota passed their legislation at the 5% level with 

an effective date of 2005. They had the delayed date to upgrade facilities. 

Senator Espegard asked if MN law mandates a 5% use on all diesel fuel within the state. 

Pam Gulleson: Yes 

Mary Loftsgard (Supervisor of the Corporate Income Tax Section, Office of State Tax 

Commissioner) See attached testimony addressing questions regarding the tax credit provided in 

the bill. 

Matt Mechtel (Chairman, ND Soybean Council) Neutral. Providing information. Biodiesel has 

become the Soybean Council's number one priority. The majority of dollars are being spent in 

the promotion and usage ofbiodiesel in the state. It is the first and only product to complete and 

pass the health effects test and requirements of the clean air act. The Council has made a 

commitment to biodiesel and to producers to push the product as much as they can and will 

educate as much as they can. Referred to booklets with facts on biodiesel. (See attached) 

The hearing on HB 1309 was closed. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HD 1309 

Senate Transportation Committee 

□ Conference Committee 

Hearing Date 3-13-03 

-· 
Tape Number Side A Side B Meter# 

1 X 4900-5900 

~mmittee Clerk Signature ~ k irl~ 

Minutes: 

-~ Chairman Senator Thomas Trenbeath opened HB 1309 for discussion. 

Discussion by the committee members. The engrossed bill before them is simply a tax credit. 

The amendments are to get rid of the sunset and get it back to a mandate of fuel. The tax credit 

would be for retrofitting the facilities for producing. The fiscal note cannot be determined 

because it is uncertain as to how many corporations would use the credit. If there is a mandate, 

the fuel would have to be blended. That would be a problem. 

The proposed amendment .0202 would raise the tax credit from 10% for five years to 16%. 

The committee felt they needed more time to study this bill before making a decision. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1309 

Senate Transportation Committee 

□ Conference Committee 

Hearing Date 3-20-03 

Tape Number Side A 
1 X 

SideB 

Committee Clerk Signature ~ (l/)., ~.__k_2nfrw/.Lbv(_; 
(I 

Minutes: 

Chairman Senator Thomas Trenbeath opened HB 1309 for discussion. 

30-860 
Meter# 

Senator Trenbeath distributed amendment .0203 which he had Legislative Council prepare. 

Amendment .0201 would insert the language back into the bill that was taken out by the House 

concerning a mllndate of biodiesel use. Amendment .0202 is basically an amendment that would 

relieve the sunset provision of the special fuels tax that was set up specifically for biodiesel. 

Amendment .0203 relieves the sunset on previous. legislation but deletes the amendments with 

respect to the existing engrossed bill. Amendment .0203 would preserve what was done last 

session and, if the bill passed, would create the corporate income tax credit for hiodiesel 

production. 

There was discussion on the amendments and the tax credit. 

Senator Nething moved to approve Amendment .0203. Seconded by Senator Taylor. 

Roll call vote 5-0-1. 
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Senate Transportation Committee 
Bil~esolution Number HB 1309 
Heanng Date 3-20-03 

Senator Espegard moved a Do Pass as Amended Seconded b S 
· Y enator Taylor. 

Roll caU vote 5-0-1, Pnssed Floor carri . S 
· er 1s enator T.aylor. 
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Title. 

Prepared by the Legislative Council staff for 
Representative Gulleson 

February 28, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1309 

Page 1, line 31 after the the semicolon insert "to amend and reenact sections 24-02-01 .5, 
57-43.2-01, and 57-43.2-02 of the North Dakota Sentury Code, relating to a speclal 
fuels tax reduction for fuel contalnlng biodlesel ;" 

Page 1, after line 5, Insert: 

"SECTION 1. AMENDMENT. Section 24-02-01 .5 of the North Dakota Century 
Code is amended and reenacted as follows: 

24•02·01 .5. (Contingent eHeolive date See Rote Effeoth,•e lhrel.lgh 
June 39, 2003) Department of transportation - Administrative rules. The 
department of transportation may adopt the administrative rules necessary to carry out 
its responsibilities and functions as created and transferred hy sections 24-02-01. 1 
through 24-02-01 .5. Rules adopted by the agencies whm::e functions relate to the 
functions or agencies created, transferred, or covered by sections 2-05-03, 24-02-01 .1 
through 24-02-01.5, subsections 7 and 11 of section 24-01-01. 1, sections 24-02-13, 
24-16-02, 24-17-02, subsections 8, 12, and 13 of section 39-01-01, subsection 1 of 
section 39-16-01, subsection 7 of section 39-24-01, subsection 2 of section 49-17.1-01, 
subsection 1 of section 54-06-04, subsection 1 of section 54-27-19, subsection 6 of 
section 57-40.3-01, subsection 1 of section 57-48.1-01, section 57-43.1-44, 
subsection 6 of section 57-43.2-01, and section 57-43.2-37 remain In effect until they 
are specifically amended or repealed by the department. 

(Effeoti'l'e aHer June 38, 2003) Department of transporlalion -
Adminlstrati'l'e Fules, +he deparlmenlof transportatioA may adopt the admlniatrn.U\'e 
rules neoesaary-te-ecmy out Its respOOSt&Hities and-runotiono as eFCatod aAa transformd 
ey seetlona 24 02 01.1 th~ough 24 02 01.6. Rules adopted by the ageAeios whose 
funeUons ~elate lo tho -f.unollons or agonekle-ereatod, transforrnd, or oo¥orea by seotlons 
2 06 oa, 24 02 01 A through 24 02 01.6, subseoliono 7 and 11 of-0eotlon 24 01 0h-1-, 
eeeflono 24 02 1 a, 24 -~~02, 24 17 02, subseolions 8, 12, and 1 a o# seotlon ao 01 G-1t 
subsoetlon 1 of soollon ~0 16 01, subsootlon 7 of sootion 39 24 01, subseotlon-2-et 
soeUon 49 17.1 0 1, subooetien 1 of sootlon 64 06 04, suboootlon 1 of soeUen 64 a:7-----4-9; 
eubsootlon 6 of section 67 40.a 01, subsoollon 1 of oeetlon 67 43.1 01, sootion 
67 4a. i 44, oubseollon 6 of seotion fi7 48.2 0-1-, and seotioA 67 4a.2 a7 remain In offset 
Ufltll thcy are opeclficall:,c amended 0HeJ3ealed by the dopmtment:' 

Page 1, underscore line 8 

Page 1, line 9, underscore 11 is entitled to a credit agalnfil tax liability determined under section 
57-38-30 In the amount of" and replace "ten" with "sixteen" 

Page 1 , underscore lines 10 throuqh 14 

Page 1, line 15, remove "each year•s credit amount", underscore "may" and Insert Immediately 
thereafter "not", underscore "be carried forward'\ remove "for up to five taxablo years", 
underscore the period, and remove "A taxpayer Is" 

Page 1 , remove lines 16 and 17 

Page 1, after Hne 171 Insert:. 
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"SECTION 3. AMENDMcNT. Section 57-43.2-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-91. {Cenllngent effeetl•.-e date See note Effeetlve Uue1:1gh • 
June 38, 2083) Detinitions. As used In this chapter, unleS$ the context otherwise 
requires: 

1. "Agricultural purpose" means the science, art, and business of farming. It 
includes raising crops, ranching, beekeeping, tree nurseries, agricultural 
units of colleges and universities, custom combining, manure spreading, 
and stack moving operations. Fuel used for an agricultural purpose 
Includes fuel used In a vehicle, engine, or machine, movable or Immovable, 
operated in whole or In part by Internal combustion. It does not lncludei fuel 
used to operate a licensed motor vehicle. 

2. "Blodlesel" means a biodegradable, combustible liquid fuel that Is derived 
from vegetable oil or animal fat and which Is suitable for blending with 
diesel fuel for use In internal combustion diesel engines. 

3. "Commissioner" means the state tax commissioner. 

4. "Common carrier" or "contract carrier" means a person involved In the 
movement of special fuel from a terminal or movement of special fuel 
Imported Into this state, who is not an owner of the special fuel. 

5. "Consumer" means a user of special fuel including any person purchasing 
special fuel In this state for use in a llcunsed motor vehicle; any person 
Importing special fuel Into this state or purchasing special fuel In this state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing special fuel in this state for use in recreational or 
any other types of motor vehicles. It does not Include a person Importing or 
purchasing special fuel for resale. 

6. "Destination state 11 means any state, terrltory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage facillty, 
receptacle, container, or any other type of transportation equipment, for the 
purposes of resale or use. 

7. "Director" means the director of the department of transportation. 

8. "Distributor" means a person, other than a retaller, who acquires special 
fuel from a refiner or supplier for subsequent wholesale distribution In bulk 
or transport load by truck) rallcar, or In a barrel, drum, or other receptacle. 

9. "Dyed speclal fuel 11 means special fuel to which an Indelible dye meeting 
United States environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a terminal 
or refinery racl<. 

10. "Export" means the delivery of speclal fuel across the boundaries of this 
state from a plar.e of origin In this state by or for a refiner, supplier, or 
distributor. 

11. "Exporter" means a refiner, supplier, or distributor who exports special fuel 
out of this state In bulk or transport load by truck, rallcar, or In a barrel, 
drum, or other receptacle. 

12. 11Gallon 11 means a United States gallon [3.79 liters] measured on a gross 
volume basis. 
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13. "Gross volume" means measurement In United States gallons (3. 79 liters] 
without temperature or barometric adjustments. 

' 
14. "He~tlng fuel use" means u~e of special fuel to heat homes,Jirlvate and 

public office buildings, or private and public commercial bull lngs or use of 
special fuel In stoves or burners or for any other heating purposes. 

15. "Highway purpose" means any use of special fuel In any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that speclal fuel used for heating 
of oils, gravel, bituminous mixture, or in any equipment used In the 
preparation of any materials to be used on any type of road or highway 
surfacing. 

16. "Import" means the delivery of special fuel across the boundaries of this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

17. 11lmporter" means a refiner, supplier, or distributor who imports special fuel 
Into this state In bulk or transport load by truck, railcar, or In a barrel, drum, 
or other receptacle. 

18. "Industrial purpose" means: 

a. A manuf acturlng, warehousing, or loading dock operation; 

b. Construction; ,--, c. Sand and gravel processing; 

d. Well drilling, well testing, or well servicing; 

' 

e. Maintenance of business premises, golf courses, or cemeteries; 

f. A commercial or contract painting operation; 

g. Electrical services; 

h. A refrigeration unit on a truck; 

I. A power-take-off unit; and 

j. Other similar business activity. 

Fuel used for an Industrial purpose Includes fuel used in a vehicle, engine, 
or machine, movable or Immovable, operated In whole or In part by Internal 
combustion. It does not Include heating fuel, fuel used for an agricultural 
purpose, fuel used for a railroad purpose, or fuel used to operate a licensed 
motor vehlcle. 

19. "Interstate motor carrier" means any person Importing special fuel Into this 
state In the fuel supply tank or tanks of any motor vehicle or combination of 
vehicles used, designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kllograms]; or having three or more axles 
regardless of weight; Is used In comblnatlQn wheA r·c)Welght of such 
combination exceeds twenty-six thousard1pounds [1179.3401 kilograms] 
gross vehicle weight. In the t;aso t,r motor vehicles that are leased or 
rented, the Interstate motor carrier means the lessee or renter unless the 
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l director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 

20. "Llc~nsed motor vehicle" means any motor vehicle licensed for operation • ~ upon public roads or highways, but does not include a vehicle with a 
I permanently mounted manure spreader or stack moving unit. 

21. "Motor vehicle" means a vehicle, engine, or machine, movable or 
Immovable, operated in whole or In part by internal combustion using one 
or more of the special fuels defined in this chapter but does not include 
aircraft. 

22. "Person" means every individual, partnership, firm, association, joint 
venture, corporation, limited liability comlcany, estate, business trust, 
receiver, or any other group or combinat on acting as a unit. 

23. "Physical Inventory reading" means a measurement of special fuel 
available for distribution In a terminal, an underground storage tank, an 
aboveground storage tank1 or in a tank wagon, bulk delivery vehicle, 
railcar, barrel, drum, or other receptacle. 

24. "Position holder" means a person holding an inventory position of special 
fuel In a terminal as reflected on the records of the terminal operator, a 
person holding the inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facilities or 
terminating services at a terminal, and a terminal operator who owns 
special fuel In a terminal. 

, ........... ,. 25. "Public road or highway" means every way or place generally open to the • use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwithstanding that It may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or maintenance. 

26. "Rack" means a mechanism used to dispense special fuel from a terminal. 

27. "Railroad purpose" means the operation of railroad locomotives and the 
construction, reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
locomotive, and fuel used in a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not Include 
fuel used In a licensed motor vehicle. 

28. 11Reflner 11 means a person who produces, manufactureJ, or refines special 
fuels in this state. 

29. "Retall locatlon" means a site at which special fuel Is dispensed throtigh a 
pump from an underground or aboveground storage unit Into the supply 
tank of a motor vehicle. 

30. "Retailer" means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

31. "Sale" means, with respect to special fuel1 the transfer of title or 
~ossesslon, exchange, or barter, conditional or otherwise, In any manner or 
y any means, for a consideration. 

• 32, "Special fuel" means all combustible gases and llqulds suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gaset), all gases 
and liquids which meet the specifications as determined by the state 

Page No. 4 30455.0202 

'\., 

:·f 
' 

';,·, ,·◄ 1;.,.,a't' 



l 

l 

' 
' I 

department of health pursuant to the provisions of section 19-10-1 0, as wel I 
as all llqulds determined by the state department of health to be heating oil 
pursuant to the provisions of section 19-10-10, except that It does not 
Include either motor vehicle fuels as defined in section 57-43.1-01, aviation 
fuels as defined In section 57-43.3-01, or antifreeze as defined by section 
19-16.1-02. 

33. "Supplier" means a refiner who distributes special fuel from a terminal In 
this state, or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, for 
storage at and distribution from a terminal. or a person who acquires 
special fuel by truck or railcar for storage at and distribution from a terminal 
in this state. 

34. "Taxpayer" means a refiner, supplier, distributor, Importer, exporter, 
terminal operator, or retaUer. 

35. "Terminal" means a special fuel storage and distribution facility that is 
supplied by a refinery or pipeline and from which the speclal fuel may be 
removed from the rack. 

36. "Terminal operator" means a person who by ownership or contractual 
agreement is charged with the responsibility for, or physical control over, 
and operation of a terminal. If a terminal is owned by coventurers, 
"terminal operator" means the person appointed to exercise the 
responsibility for, or physical control over, and operation of the terminal. 

37. 11Wholesale dlstrlbution 11 means the sale of special fuel by a supplier or 
distributor. 

(Effeeth.•e after June 30, 2903) DefinilleAs. As used in this ohaptor, uAloss 
the eonte*t otherwise mqulr-es-: 

+. ~Agrleultural purpose" Ffleano the SoteflOO, art, and business of farffling~ 
lnoludes raising oropa, Fafletling, boel<oeplng, tree nurseries, agrloultural 
units of eollcgos ana-uni¥ersltlos, custom eofflbinlng, manure spreading,· 
and staol< fflO¥in@" operations. Fuel used for an agrloullmal purpeso 
ineludoo fuel uoed In a 1rol=tlole, engine, or maohine, meYable or lmmeYable; 
~ale or In part by Internal oombustion. It does not Include fuel 
used to ot3erato a-Jloensod motor tvohlnlo. 

f'.-:- "Commissioner" means tl=to state ta~f:-

&. !!Gemmen oarrlefl!-or "oontraot oarrlor11 means a person invel¥ed In the 
mewiment of spoolal fuel from a terminal or Fflotvement ef Sf:)eolal fuel 
Imported Into this state, who Is not an-t7Wflef-0Hhe special fueh 

4-:- !!Gonsumor" means a user ef spoolal iuel lno~uellrl~ any person puret:laslng 
sr:,eolal fuel In this state for use In a-U&oooed Fflotor ¥ohlolo; any person 
lmportlnfl spoolal fuel Into this state or purohaslng apeelal fuel In this state 
for use as hooth,g fuel, or for an agrieultural, industrial, or railroad purpose; 
or any person purohaslng spoolal fuel In #He-eta-le-fer use lnreoroatlonal or 
any oH,er types of motor vohloloe. It dooCHtOt-it=tekfile a persen lfflpertlng or 
purehaslng speelal fuel for resale.-

&: "Destination state" means any state, territory, foreign eountry, or so).ierolgn 
nation to whieh speolal fuel ls dlroeted for dolli;ory lnte a storage faelllty, 
roeoptaolo, container, or any other type of-transportalloo--oqulpfflent, for the 
purposes of rooalo or uoo: 
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"Dlrootor" moans tho director of tho de13artrnont of tranoportallon. 

"Distributor" moans a person. other thaA a retailer, 1.-rho acquires spoola~ 
#uol from a refiner er supplier for st1boequent wholooalo distribution In -elilk 
0f transport load by truol~, railoar, or In a barrel, drum, or otl=tor rooopta~ 

"Dyed special f~' ===~!~:~t: whleh an iryeoliblo dye mootln~ 
YAlted States o--- •fr --~-t---------- - genoy and internal roi;enue 
eorvioe rogulatlons has been added before or upon wlH=idrawal at a torn:iinal 
or refinery rael<. 

"E>Eport" moans tho deli11ory of opeolal #uol aorosa H=io boundaries of thla 
state fron:i a plaeo of origin In this state by or #or a refiner. et:Jppllor, er 
~~ 

"E>cportor" n:ieano a refiner, supplier, or dlotribt:Jtor 'IJ'.hO e>Epet1s opoelal fuel 
eut of this state In bull( or transport load by truol<, ra1lear, or In a barrel, 
drum, er other reeoptaolo. 

11Gallon11 means a United Slateo gallon fa.70 literal measured on a gross 
'tlolumo basis. 

11Gross volu,=ne 11 moans measurement In United States gallons f@.70 litersJ 
withol:Jt temperature or bai:oR1otrlo adjustn:ionts . 

... ~eating fuel use" ff10ans use of speelal #uol to hoaH10mea. pritrate and 
publie of#ioo buildings, oi= prl'lato and publio oon:in:iero.lal buildings or use of 
speeial fuel in sto.«os or burners er for any other heatmg purposes. 

~Highway purpoao 11 moans any use of special fuel In any motor 1.<ohlole➔R 
any phase of oonstruoUon, rooonstruoUon, repair, -0r maintenanoo of publlo 
roads or highways, but does not lnelu?e that op~elal fuel ueod for heating 
of ells, gravel, bituminous ml>Eturo. or tA any oqu1pmeAt used In o~e 
preparation of any materials to be 1:1ood on an,« t,«pe of road or hl~hi.,·ay 
eurfeolng. 

1"1mport" F11oano tho deli't'ery ef opeolaHuol aefooa lho boundaries of this 
state froFl1 n plaoo of origin outside this state by a t=olinor, supplier. or 
distributor.· 

• · 46, "Importer" means a refiner. supplier. er distributor who ln:iporta speelal fuel 
1. 1 it;1to ~his ~t~e l~ ~ull~ pr, tr£M1nport lead by truol(, ralloar, or In a barrnl, drt:Jm, 
~~. ,or roooptaolo. 

+7-: "Industrial purpose11 rneon9+ 

A manufaotutlna .. warehousing, or loadlng dool( oporatlOAi Eh ., . . 
Ii . . 

lr. Gonstruollon; 

e. Sand and graYol 13roeosolng; 

eh lAfell drilliAg, well testing. or well sor¥1olng; 
., 

Maintenance of business promlsos,1 i,olf uddroos, c.,f c0111oterius; 

• 

• 

A-eoA1mcrolal or oonlraet painting operation; • ~ ~loelrleal servioeo; 
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R1' A fOlfi§oFatlon unit on a lruol(; 

i-: A pswor tal~o oH unit; and 

t: Qthor sifflllar business aotltrlty. 

Fuel used for an induo-trlal purpose Includes fuel used In a ttehlele, engine, 
Gf-ffttlohlno,mo·.«able or immoi.iablo, operalod in whole or ln part by internal 
oombuslion. It does not ineludo t=ioatlng fuel, Juel used for an agrioultural 
purpose, Juel used #or a railroad purpose, or fuel used to opcmte a licensed 
molor vehlele. 

4& "Interstate fflotor oorrier 11 
fflOetAO any person importing speolal fuel into this 

state In tho fuel supply tank or tanlis of any motor •.iohlole-or eomblnatlon of 
\lehlolos used, designed, or maintained #or transportation of peFSons or 
pFeporty; and ha•.ilng two a>des and a gross weight o><eeoding twenty si>< 
thousand pounds [1179.8401 ldlogramsJ; or hatring three or more m<loo 
regardless of weight; is used in oombination when the weigh~ of suoh 
eemb+nallon o><eoeds twenty six thousand 13ounds [1179.a401 l<llograA1s] 
f)ross ¥ehlole 'A1clght. In the ease of A1otor ¥chieles that are leased or 
rented, tho Interstate A1otor oarrlcr means the lessee or renter unless tho 
dlrootor haa desl1;1natod ttlo lessor, rnnter, or sorRO other person as the 
+nterstate motor earrier. 

4-9. "-bloenood meter '"'ehiolo" moans any motor ¥ehlel& lioonood for operation 
upon p1::1blio roads or highwa;is, but does not inolude a ¥ehlolo with a 
permanently A1ountod manure s~roador or staol< ffl01ting unit. 

2G: "Motor •,ohiolo" moans a ttehlolo, engine, or machine, mo•.iablo or 
immoYablo, operated In whole or inpart by internal oembustlon using one 
ef moFo of tho special fuels do#lnod In this ohaptor but does not include 
aircraft. 

J.!Peroon" means every lndiitldual, partnership, firm, assoolation, joint 

==,:r::~a::;r'=: ~~:~~~=:f:1~~=~ =~~~~os trust, 

"Ph;ioloel iA'rentery-readlng" moans a measurnment of special tuol 
available #or distribution In a terminal, an undorgmund storage tanli, an 
aboveground stor:ago tank.-erlA a tanl< wagon. bull< dolltrery trohlolo, 
falloar, barrel, drum, or other roooptaelo. 

"Position holder" means a person holding an ln·.«efltory-pooUlon of spooial 
fuel In a tern1inal as r~ted on tho moords of tho terminal operator, a 
person holding tha lnYentory position when thatcporson has a eontreotuel 
agroemc .~with tho terminal operator fer lho use of s~oragc feelllties-ef 
4erffllnallng sortriooa at a torffllnal, and a--termlnal operator who owns 
epeelai fuel in a torftllnul. 

"Public road er high>1+1ay" moans every wa'y or t3laoo generally open to tho 
tffie-6f-4Re-puello as a matter of right, for the purpose of motor YOAielo 
tra"rol AotwUhotandlng that It may be temporarily closed or oubjeot to 
reetrl~ted travel due to eoAstruotlon, rooonstruotlon, r-opalr, or maintonanoo. 

"Rael<" moans a moehanlsrn used to elsponso opoolal fuel from a toFminat: 

!!Ra-Ur-0ad purpose" moans-the operation of railroad leoomet!ves E.tnd tho 
eonetruotlon, rooonstruotlen, ~pair, and maintonaneo of railroads. Fuel 
used for a ffitlroad purpose inoludoo fuel used to operate a mllroad 
looomotl•,0 1 and #uol used In a--metor .«ohlolo for purpoooe of eonetruetlon, 

Page No. 7 30455.0202 

The mlcrographfc images on thie film are occurote reproductlonR of record~ delivered to Modern Information Systems for mfcrofllmlng and 
were fflmed fn the regular course of busfnees, Tho photogrophlc process meets stondords of the American National Standards ln&tftute 
(AMSt) for c,rchlval microfilm, HOTICEr If the filmed Image ebpve le leSB leglbl11 than thfs Notice, ft le due to the quality of the 
docunent being flllll(ld, 



l 

J ,, 

reoonotruotion, repair, and FAalntonanoe of rallFoado. It does not lnoludo 
fuel used In a lloonsod FAolor 1o1ohlcle. 

t"J'7 "R ,, II I-. ..I 'C"?"':'Ormor moans a person wno pr'Juucos, FAanufactures, or refines spcelal 
fuels In this state. 

a& "Retail loention" means a site at wl=lich special fuel Is dispensed through a 
pump fmm an underground or aboveground storage unit Into tho supply 
tanl~ of a motor ¥ohielc. 

29-:- "Retailer" moans a person wl=lo acquires special fuel 'mm a supplier or 
aislributor for resale to a eonoumor et''a F&ic.;; !uualien. ' 

~ "Sale" moans, with respect to spoolal fuel, the transfer of tlllo OF , 
possession, c>Eehango, or barter, oondillonal or othorA•ioo, In any ffiarinor or 
by any moans, for a eefleldoratlon. 

8--h "Special fuel" meaAo all combuotlblo gases and liquids suitable for tho 
geneFOtioR-of po1·rer for propulsion of motor •e1ehleles and Includes 
ooffipresoed natural gas, l~erooeno, liquefied petroleum gases1 all gases 
and liqulaJ whloh moot the opoolfloatlons as determined by tho state 
departrRont of health pursuant to tho pm1tlai0Ao of sootlon 19 1{3 19, aa well 
as-aH- llqulds determined by tho state department ef health to be heating ell 
pursuant to tl=lo p,o't'lsleno of aootlon 19 10 :to, e~<eopt Umt It does not 
Include either motor vehicle fuels ae defined In oootion 67 43.1 01, a¥1atleA 
~ defined In sooUon 6-7-48.3 01, or anUfreo20 ao defined by eoetlon 
101s.1 oa. , , ,• 

a2-: "Supplier" moans a refiner who distrlb1:1tos speolal fuel from a terminal in 
this state, or a person who-0oqulreo opooial fuel by pipeline from a state; 
territory, or poeoooolon of tho United States or from a foreign oountry, for 
storage at antf distribution froffl a terminal, or a person who aoqulroe 
special fuel by truol< or rallear fer storage at ai=id dlstflbutlon from a terffilnal 
In this eta!&: 

a&- 11laMpayor 11 moans a refiner, supplier, distributor, iFAportor, oMporter, 
terminal operator, or retailer, 

~ 0 Termlnal" means a spoelal fuel storage and distribution faollity that lo 
supplied by a refinery or pipeline-end from which the spoeial fuel ffiay be 
~-om the Fael<. 

a& "lormlnal eporator" moans a person who by ownorsl=lip or oontmotual 
a§rceffiont is charged with tho responoibllHy for, er physloal oontml o•e1or1 

and operation of a tern=ilnal. If a terminal-ls awned by eo¥cnturors, 
!!terffllnal operator" means the person appointed to o~oreise tho 
rosponslblllty for, or ph;isloal eoAtrel oi.1or, and-eporatlon of tRo torffilnal. 

a&- "Wholesale distribution" FAoans the sale of speelal fuel by a supplier or 
distributor-: 

SECTION 4. AMENDMENT. Section 57-43.2-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57 .. 43,2-02. (Contingent eHooUve date See note EffeoUve throlffth 
June 30, 2993) Tax Imposed. 

1. Except as otherwise provided In this chapter, an excise tax of twenty-one 
cents per gallon [3.79 llters) Is Imposed on tho sale or delivery of all special 
fuel sold or used ln this state, For the purpose of determining the tax upon 
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2. 

3. 

4. 

5. 

compressed natural gas under this section, one hundred twenty cubic feet 
[3.40 cubic meters] of compressed natural gas Is equal to one gallon [3. 79 
liters] of other special fuel. The tax under this subsection Is reduced by 
one and five-hundredths cents per gallon [3. 79 llters) on the sale or delivery 
of diesel fuel that contains at least two percent blodlesel fuel by weight. 

A suppller, distributor, or retailer shall remit the tax imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

The tax imposed by this section does not apply on sales by a supplier to 
another supplier, on a sale by a suppller to a distributor, on a sale by a 
distributor to another distributor, on a sale by a distributor to a retaller, 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 customer. 

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 special 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 mall, the 
payment Is timely if the envelope containing the payment Is postmarked by 
the United States postal servlce or other postal carrier service before 
mldnlght of the due date. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

(EffeoH'ie afler June 38, 2883) TaK impesed. 

4-: E>Eocpt as otherwise pmvldod In this chapter, an m<else taM ef twenty one 
eente per gallon (3.70 liters) Is ifflposod on the sole or aollvery of all Bf)eoial 
~el sold or used In this state. For tho purpose of aetormlnlng U:io tm< upon 
eemproesod natural gas under this section, one hundrea twenty oublo foot 
f8.40 oublo motors) of oofflprcsscel na~rel go::; is equal te one gallen (8.70 
Utersl of other opoolal fuel. 

;a.;- A suppllor, distributor, or rota.lier shall mmlt the tax lmpesed by this oeoUon 
on speolal fuel used and on direst sales of special fuel to a oustomor. 

&- The tax Imposed by this seollon does not apply on sales by a s~ppllor to 
another supplier, on a sale by a supplier te a distributor, on a sale by a 
dletrlautor to another distributor, en a sale by a distributor ta a retalier, on 
an export, or on a sale to an exempt consumer. 

4T :+ho person required to remit lhe Im< imposed by this sootlon shall paoe tho 
tax on to tho oustemorr 

&.- :J:he person requlffid lo reA1it the la>< ilflposod by this aeoUon shall pay tho 
ta>< to tho oomFnleolonor by tho twenty fifth day of tl:lo oalondar month afk3f 
tho month during whlol:l tho opoolal fuel was oe!d or used by tho person. 
W~on tho twenty fifth day of tho ealondar month-falls en a Saturday; 
Sttnday, or legal holiday, tho duo date le tho first working day after tho 
Saturday, Sunday, or legal holiday. When payment lo made by mall, the 
payment Is tlmoly If tho on1volopo oontainlng the payment Is postmarked by 
tho UnUed Slates postal sorvloo or other postal oarrier-oervloo befoFe 
mldAlght of tho duo dato. 
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30455.0203 Prepared by the Legislative Council statt to~? 
Tltle.0300 Senator Trenbeath ,11?,, 

March 18, 2003 '} .. ,-'-' 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1309 

Page 1, line 3, after the the sem,colon insert "to amend and reenact sections 24•02·01.6, 
57-43.2-01, and 57·43.2-02 of the North Dakota Century Code, relallng to a spoclal 
fuels tax reduction for fuel containing blodlesel;" 

Page 1, after llne 5, Insert: 

"SECTION 1. AMENDMENT. Section 24•02·01.5 of the Norlh Dakota Contury 
Code Is amended and reenacted as follows: 

24·02·01.5. {G&mln,ent effeeHve-dele • See note iffeetwe-lhfOtlth 
Juno-39, F.!003) Department of transportation • Admlnlatrallve rul11. Tho 
department of transportation may udopt the administrative rules necossary to carry out 
Its responslbllilies and funcllons as created and transferred by socllona 24·02·01.1 
through 24-02·01 ,5, Rules adoptod by the agencies whoso funcllons rotate to tho 
functions or agencies created, transferred, or covered by RAr,tlons 2·05·03, 24•02·01, 1 
through 24-02·01 .5, subsections 7 and 11 of section 24·01 ·01. 1, socllons 24·02·13, 
24·16-02, 24-17-02, subsecllons 8, 12, and 13 ol socllon 39·01·01, Bubsoctlon 1 of 
section 39-16·01. subsection 7 of section 39·24·01, subsocli'on 2 of section 49• 17 .1 ·01. 
subsection 1 of section 54·06·04, subsection 1 of section 54·27• 19, aubaocllon 6 of 
section 57-40.3·01, subsection 1 of eecllon 57·43.1 ·01, section 57-43.1 ·44, 
subsection 6 of aecllon 57·43.2·01, and section 57•43.2•37 remain In offo<:t unUl lhoy 
aro speclflcally amended or repoaled by the departmonl. 

~iffeeUY& efte, ,June-301 Q003)·0efNl'4m&At ef fNMJH>'4etHm
Atmfffl•e1,eUYe ,wfff.r ;ooeeJHu-tmenHHHtnepe,1aoeA mtty ad&pl too e~&t,elwe 
~es- neeeeee,y-tEHttlffy-ooHle ,eepeAt~Hllee eAd-4tfftet~entfef,od 
ey-eeeUeAe 24 G2 91, 1 u~,et;tgh-~ffr-°"'1~ilffft4Ml--fll8f.KHeEHWL.ffWHH!lf.tfMttee"'Hnet1e 

=::ra~==~~~=:mr 
8t-J99eoUeA ~ ef eeelloo ~9-J& ~ htuMeetien-~~OOOfff)A 89 Q+-Oh~~ 
eeeUan-49-~~1 91, &tJbeeetieff.. J el e&elleA M 96 9"41 &tfOOHlkffl • el eee4kHt,14 9~ t&1 
&t:t99eeUen 6 of eeet~-67 -40,3911 &lfbeeeOon 1 ef eootk>A &7 -43,1 Otreeetien 
67 43,t 44, eubeeetleA 6 el eeeUen 67 ,49,g 041 eAd eeetieA 67 43J~-31-Mffl&iA.,, efteot 
ttAtlHhuy a,e epeeilleeHy omende6 o, ,epealee·by-the~· 

Page ; , :inderecoro llnes 8 through 17 

P:ige 1, after llne 17, Insert: 

"SECTION 3. AMENDMENT, Section 57-43.2·01 of lhe North Dakota Cen1u,y 
Code Is amended and reenacted as follows: 

57•43.2•01. fG,entmgent effeeUve dete .. 8H nete • &U.eUv.'4tweYfh 
J1;1ne ao, Q003) DeflnUlona. As used In this chapter, unless the conta:(I olherwise 
requires: 

1. "Agricultural purpose· means the science, art, and business of farming. rt 
includos raising oops, ranching, beekeeping. tree nurseries. agtitultutat 
unils of colleges and universities. custom comb1ning. manure sJ)(eading. 
and slack moVing operations. Fuel used fot an agricultutal putpose 
Includes ruel used in a vehicle, engine. or machine. movabfe or immovabfe. 
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operated In whole or in part by Internal combustion. It does not include fuel 
used to operate a licensed motor vehicle. 

2. "Biodlesel" means a biodegradabfe, combustible liquid fuel that Is derived 
from vegetable oil or animal fat and which is suitable for blending with 
diesel fuel for use in Internal combustion diesel engines. 

3. "Commissioner" means the state tax commissioner. 

4. "Common carrier" or "contract carrier" means a person involved in the 
movement of special fuel from a termino.l or movement of special fu?.I 
imported into this state, who is not ai, owner of the special fuel. 

5. "Consumer" means a user ot special fuel including any person purchasing 
special fuel in this state for use in a licensed motor vehicle; any person 
importing special fuel Into this state or purchasing special fuel in this state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing special fuel in this state for use in recreational or 
any other types of motor vehicles. It docs not Jnclude a person importing or 
purchasing special fuel for resale. 

6. "Destination state" means any state, territory, foreign country, or sovereign 
nation to which special fuel is directed for delivery into a storage facility, 
receptacle 1 container, or any other type of transportation equipment, for the 
purposes of resale or use. 

7. "Director'; means the director of the department of transportation. 

8. "[Jlstributor" means a person, other than a retailer, who acquireG special 
fuel from a refiner or suppliE3r for subsequent wholesale distribution In bulk 
or transport toad by truck, rnilcar. or In a barrel, drum, or other receptacle. 

9. "Dyed special fuel" means special fuel to which an indelible dye meeting 
United States environmental protection agency and internal revenue 
service regulations has been added before or upon withdrawal at a terminal 
or refinery rack. 

10. "Export" rnaans the delivery of special fuel across the boundaries of this 
state from a place of origin in this state by or for a refiner, supplier, or 
distributor. 

11. "Exporter" means a refiner, supplier, or distributor who exports special fuel 
out of this slate In bulk or transport load by truck, railcar, or in a barrel, 
drum, or other receptacle. 

12. "Gallon" means a United States gallon [3.79 liters] measured on a gross 
volume basis. 

13. "Gross volume" means measurement In United States gallons f3.79 liters] 
without temperature or barometric adjustments. 

14. 11 Heatlng fuel use" means use of special fuel to hAat homes, private and 
public office buildings, or private and public commercial buildings or use of 
speclal fuel In stoves or burners or for any other heating purposes. 

15. "Highway purpose" means any use of special fuel in any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that special fuel used for heating 
of oils, gravel, bituminous mixture, or In any equipment used In the 
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preparation of any materials to be used on any type of road or highway 
surfacing. 

16. "Import" means the delivery of special fuel across the boundaries of this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

17. "Importer" means a refiner, supplier, or distributor who Imports special fuel 
into this state in bulk or transport load by truck, rallcar, or in a barrel, drum, 
or other receptacle. 

18. "Industrial purpose" means: 

a. A manufacturing, warehousing, or loading dock operation; 

b. Construction; 

c. Sand and gravel processing; 

d. Well drilling, well testing, or well servicing; 

e, Maintenance of business premises, golf courses, or cemeteries; 

f. A commercial or contract painting operation; 

g. Electrical services; 

h. A refrigeration unit on a truck; 

I. A power-take-off unit; and 

j. Other similar business activity. 

Fuel used for an industrial purpose includes fuel used in a vehicle, engine, 
or machine, movable or Immovable, operated in whole or in part by internal 
combustion. It does not include heating fuel, fuel used for an agricultural 
purpose, fuel used for a railroad purpose, or fuel used to operate a licensed 
motor vehicle. 

19. "lnt3rstate motor carrier" means any person importing special fuel Into this 
state in the fuel supply tank or tanks of any motor vehicle or combination of 
vehicles used. designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kilograms]; or having three or more axles 
regardless of weight; is used in combination when the weight of such 
combination exceeds twenty-six thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In the case of motor vehicles that are leased or 
rented, the interstate motor carrier means the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 

20. "Licensed motor vehicle" means any motor vehicle licensed for operation 
upon public roads or highways, but does not include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 

21. "Motor vehicle" means a vehicle, engine, or machine, movable or 
immovable, operated In whole or In part by Internal combustion using one 
or more of the special fuels defined In this chapter but does not Include 
aircraft. 
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22. "Person" means every individual, partnership, firm, association, joint 
venture, corporation, limited liabillty company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

23. "Physical lnventory readlng" means a measurement of special fuel 
available for distribution In a terminal I an underground storage tank, an 
aboveground storage tank, or in a tank wagon, bulk delivery vehicle, 
railcar, barrel, drum, or other receptacle. 

24. "Position holder" means a person holding an inventory position of special 
fuel in a terminal as reflected on the records of the terminal operator, a 
person holding the inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facilities or 
torminaling services at a terminal, and a terminal operator who owns 
special fuel in a terminal. 

25. "Public road or highway" means every way or place generally open to tl1e 
use of the public as a n1atter of right, for the purpose of motor vehicle 
travel, notwithstanding that it may be temporarily closed or subject to 
restrlcted travel due to construction, reconstruction, repair, or maintenance. 

26. "Rack0 means a mechanism used to dispense special fuel from a terminal. 

27. "Railroad purpose" means the operation of railroad locomotives and the 
construction, reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
locomotive, and fuel used in a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not Include 
fuel used in a licensed motor vehicle. 

28. "Reflner" means a person who produces, manufactures, or refines special 
fuels in this state. 

29. "Retail location" means a site at which special fuel is dispensed through a 
pump from an underground or aboveground storage unit into the supply 
tank of a motor vehicle. 

30. "Retailer" means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

31. "Sale" means, with respect to special fuel1 the transfer of title or 
possession, exchange, or barter, conditional or otherwise, in any manner or 
by any means, for a consideration. 

32. "Special fuel" means all combustible gases and liquids sultable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, l!quefied petroleum gases, all gases 
and liquids which meet the specifications as determined by the state 
department of health pursuant to the provisions of section 19-10- ·10, as well 
as all liquids determined by the state department of health to be heating all 
pursuant to the provisions of section 19-10-1 0, except that It does not 
Include either motor vehicle fuels as defined in section 57-43.1-01, aviation 
fuels as defined In section 57-43.3-01, or antifreeze as defined by section 
19~16.1-02. 

33. "Supplier" means a refiner who distributes special fuel from a termlnal In 
this state, or a person who acqulres specirl fuel by pipeline from a statet 
territory, or possession of the United States or from a foreign country, for 
storage at and distribution from a terminal, or a person who acquires 
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special fuel by truck or railcar for storage at and distribution from a terminal 
in this state. 

34. "Taxpayer" means a refiner1 supplier, distributor! importer1 exporter1 
terminal operator, or retailer. 

35. "Terminal" means a special fuel storage and dlstribL1tion facility that is 
supplied by a refinery or pipeline and from which the special fuel may be 
removed from thA rack. 

36. "Terminal operator" means a person who by ownership or contractual 
agreement ls charged with the responsibility tori or physical control over1 
and operation of a terminal If a terminal is owned by coventurers1 
"terminal operator" means the person appointed to exercise the 
responsibility for, or physical control over, and operation of the terminal. 

37. "Wholesale distribution" means the sale of special fuel by a supplier or 
distributor. 

(Effeeth,•e after--JuAe ao, 2003)-0efinitions. As used iA this ehaptcF1 unless 
thei3enkJ><t otherwise-requires: 

4-:- !!.AgrieuUural purpose" means lhe-seicnec, aft.and business of farming. It 
~udeo raisiAg erops1 ranehingl boel<eeping, tree nurseries, agrioultlJffil 
units of oelleges and unt11erslties, oustom cofflbining, manure oproadin~, 
and steel< moi.1ing operations. Fuel used for an agricultural puff3ese 
+Aoludes fuel used in a '+'Ohiolel onginol or machine, movable-ef.immo1rable, 
operated in whole or in pan by lntornal 00FF1bustion. It sees not lnolude fu~ 
used to operate a lieef-lSe€i. motor vehicle. 

~ "Gommisslonor" mo-ans tho otat~ta)( eommissioner. 

&- ~ef~r "contract carrier" means a person irwol¥cd Int-he 
ffl&t'ement of speoial fuel from a terminal ef-ffltWemertt of speeial fuel 
+ffiportod into U=iis state, who is not an owner of tho speolal fuel. 

4-: !'Gonsumer11 rneans a user of spoeial fuel including any person purehasing 
~!al fueHA this state for use in a li(){}flSOO-motor 'vohiolo; an',' person 
importing spcoial--fuol into this state-er purohasing speoial fuel IA this state 
for use as heating fuol,-er-foran agrioult-u-ral, indus#ial, or railroad purposer; 
er any pernen purohasing s~eoial fuel in this state fef-Uso in rooroatioAal or 
~ types-i3J--motor vehiolcs. it does not inoiudo-a persoft In~ 
t3urehasing spoolel-fl:iol for rosal&.-

S:- 11Destlnation stato!!-rneans any state 1 territory, foffiign oountry, or sO¥ereign 
nation to whioh s13Ceial fuel is direetea for delivery into -e -ltefaffe faelUty1 
reooptaole1 eontainor1 or any-ether typo of ~raA□porlation equlpmeAt1 for U~e 
J:)~rpesos of rooalo or-us&.-

~ !!f}treelor11 means4ho direetor el tho departmont~f tmnsportatlon. 

7-: "Olstributor 11 meaA& a person, other than a retailer, WRJ aoquireo--spoeHH 
fool Jrorn a refiner-0r ouppttef-fef--subsequom-WHR~aale dlstAOOtlon In bul-k 
or trans13orl leaa-by true!~, rallcarl or In a barrel, en:Jml or other reoeptaele. 

8:- !!.Dyed speela-l-~el 11 means spoolal fl:wl to whioh an indelible dye mootint, 
United States onvlronmeRtal pmteotloA--affOney and Internal mvonue 
sor1vioe ,egulaUons has be-en~ed before or--upon wllhdrawatat a temttfla~ 
or rof!Aef)' rook. 
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II~ l" ><per moans the doli"ery ef 9 I I f 1 
state froRl a plaoo of ori;in in thi:~~a~~~ aernss tho boundaries of-#Ms 
dtslrlbutor. 0 Y ~,-&Jpplior, or 

"G II " ~-01~~= b::i:~s a United Statosi)allon [3.79 liters) Aleasurod on a gross 

"Gross 1.iolume" moans AloastTf ffiBm-. U . 
without temperature or bammet;io adi: rnte:, States gallons (3.70 litcrsJ men . 

"H t' ca ing fuel use" means use of sp e+ I f I 
publl? oHioo, buildings, or pri¥atee a~e -to heat homos, ri¥ate and 
spee10I fuol m stoiy•es or burners or use al 

"H' h ig way purpose" means any use ef , I f I . any phase of eonstruotion re ~pceia~e in any molef ·,ehielc In 
roaes or highways, but d~s ~:r~~r:::~h r~pair, ?~ maintenance of p~blie 
of oils, gra¥el. bituminous mi)(luro or in an~ sp~ct fue~ use~ for f::leatmg 
prcparaliefl-ef-an . t • 

1 
' equipment used 1n tho 

surfaoing-.- y ma ena s to be used on any type of road or highway 

"I ,-f " m13onor moans a refiner Sl-lp13lieF 6F a' t 'e t A 
+nte-thlo stale in bt-1II< er tra~spo;Htxidb ~7 Ff ~ or.,w O imports speoial fuel 
or other rceoptaele:- Y rue~, ra1 oar, or In a barro~¼Jffi-; 

"Industrial purpose" means: 

fr; 

&.-

(r. 

h 

ff': 

RT 

h 

A manufacturing' warehousing, m teaain€tdoelE operallew, 

GenstruolieA; 

Sand and grav1ol proeossiRffi 

WeH drilling, well tooting, or well sorvi~ 

Malntenanoe of business premises, goU ooursos, or cemeteries; 

A-eommernial or eontroet painting opcratioA; 

Eloetrioal SOFViee&t 

A-f~lt on a truel<; 

~wor tal~o efhffiilt-afl8 

Glher-similar business aetM!y, 

Fuel uo:ie for on lndustrlal purpose lnoh:1000 fuel used in a "ohi,.i,,._=..i.,,,,_ 
er moo Re, mo't'able or imme"aal t e I A T 'Ol"vf"Vnsrm;;r; 
oombusllon. It dooo net inelud;;:~t?::~~ ~ f fl r ol~ ~r IA part by Internal 
purpose, fuel used fm 

6 
r u 8 ° ' ue we oran agricultural 

motor ttohlelo. a roa purpose, er fuel used·te opomto a lloonood 
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24-: 

2& 

2fu 

"1-•-~ + I -mtt., o,a,o lflotor carrier" lfloano any ~rseR-tffif36fttn . ~t~f i'n the f~el supply tanl( or lanl(S of ~tor ~•ohtt9i-tt:,ffi~O~:m:~lf-lo-H:f=ffl~b~I i~~na~t~....,~~~i!As f 
ve o es _use , desl@ned, er maintained for transportation of arsons or 

0 

fA~~=~~d ~~~:;;1m ~:~mAd a.!,~•· WOiQRI OHeeediA; IWOAIV ell< 
r al f ' ' I ograrTTuJ I or having three or more a>Eles 
ogar es.so weight; Is used In combination when4Re-wetfjht of suoh 

eombinallon e><eceds twenty si>E thousand pounds [117984G-1-ktl ] 
~=~:dv:,lole welgAlc-!ft 11,e oa~e ef mo!or \/OAieles IAal ~re leas:3~~ffis 
dlrcotdr h=~~=;~~~~~:;_7arner meaoo4he lessoo or renter unless tho 
interstate motor eaffiOf; essor, renter, or some other person as the 

"b' toensod moler•.1chiole" means any motor veR+ele-Hoensed Jor · 
upon publio roads or highways, but-does not ineluae a 1v1ohiele w:e~at1on 
~rmanently meuntoe maflHfe spreader or staok~oiving unlt-.-

~otor 1rchielo" moan~ a 1v1ehiele, engine, or maehlne, mo¥ablo-er 
+mmevaelo, operate_d 1n whole or in part by Internal ooffibustion usln~-eAe 
or more of the spcc1al fuels definee iA--!Rls ehapk:f-a~ 
alreroH. 

"Pers " · · · -on means ?'•'OFX I~dwi~1:1al_,_partnership, firm, asooeiatieA, joint 
.,~m1tcd l1ab1llty ~ompany, estate, busiAoss-tftfflt 

rnee1. er, or any othef=-group or corne1nation -0oting as a unlh ' 

"P.h . I' ys1ea 1n1v1entory r?adi_ng" means a measurement of speolal f1:1el 
available for dk,tribut1on 1n a torffiinaJ, an unaerground stora O tan!( an 
a~r•ogre"Ad ste,ago laAI<, or iA a laAk wageA, b"lk dolivery

9
,oAlel~ 

ra1 ear, barrel, drum, o; other reeoptaele: ' 

~n holder" means a person holein@ an inventory positieA-Of speeial 
&terminal a~ reflected on thfr records of the terminal o erator;-fl 

person holdi~g the 1nvcn,tory position when that person has apeontra~tual 
ogrc~ment-w.t~.the terminal ~r for the use of storage Jaollitloa or 
term,_n?IIAg~rvloos ?ta terminal, and a terminal operator v·ho o .. •nn 
9f:Ktt)ta fuel +n a termmal. T 

11 

~ e h' o roa ortgh'NB',"'--meooe-evory way or plaee generally o o t th 
use of the p_ublie as a FAaUer~f right, for the purpose of motor ··~h~1:

0 

tra11~I, notwithstanding that It may be temporarily olesed or su~eot to 
feStnoted tra~e to eonstruotion, rooonstfttet.ten, repair,or-maintonane&. 

"R i II ee < moans a meehanisffi 1:1sed to dffipeflso speolal fueH-rem a terminal-: 

"RailFOad p~3e" means tho operation of railreae foeomotiYos and the 
~ruetlon,. reeonslrtJOtion, repair, ond maintenanee of railroads. Fuel 
usea fo~-o railroad purpose ineludcs fuel used te operate a railroad 
looomott~, and fuel. used In a_-molor 't1ehiele fer pufposos of oonalruoUoni 
feeeA-O~on, repair, and maffltenanoc of railr-ea€i&.-- U does n~ett:K:le 
ruetw:icd in a lloonscdmotor 't'ohlolo. 

"Rf II 

"Rotall looallon" moons a site at-which speoial fuel ls disponsea througA-a 
f:)lif-flfTtrem an undergrmmd or aboveground storage unit into tho-e.L.LnnJ.u 
tanl( of a motor vehicle. ~PPrr 

"Retailer" means a persen who aoquiros opeoial fuel frem a o•~ 
aistrleutor fer resale-to a oonsumer-e~ 
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aG-:- !!.Salc"-fl'leans, with respoot to spoelal fuel, tho traAsf€r of title or 
~esolon, CMohange, or bar~or, eonditional or o~erwloe, in any manner or 
tt~Y meaAs, lor a eonsldefation. 

a-1--: "Speei~meaRS- all combustible gases and liqules suitable fof the 
generation of power for propulsion--ef.ffif>tor vehloles and lnoludeo 
oompressed natural gas, l~erooeno, liquefied petmleum gases, all 90500 
nnd liquids whieh meeHho spoeitieatlons as determined by the state 
dopartment-0f he~h pursua,~t to tho provisions of eeot+en 19 1 o 1 o, -as--weU 
as-all liquids determined by the state department of health to be l:leaHAff-OH 
pursuant to the provisions of section 19 10 10, mceept that It doe&flet 
inoludo either motor ¥ohlolo fuels as dof.ined in section 67 48.t-=-01, O\/lation 
fi:IEHS-OS doflnedtn oeotion 67 43.3 01, or antifreeze as dc~ned by seotioA 
40 16.1 02. 

~ "Supplier" meono a refiner who distributes special fuel from a terminal In 
this state, or a peFSon who aoquireo spcoial fuel by pipeline from a state, 
territory, or possoss+en of the-Ynited States or froFfl a foreign oountry, for 
otoragc at and distribution from a \erAlinal, or a person who aoqulres 
special #ucl by true!( or railear for storage at encl-distribution from a terfflinal 
H+tl:lis stat&. 

".l".l "T II f' nl' ...I' I 'l,,. l ' 
t7'C17 f0)(paycr meano c. rerincr, sup,.,11er, ulStfluU or, importer, 0*portef; 

terminal operator, or retailer. 

a+. ".:rcrm+Rttt" means a special fuel storage and distribution faoility tl:lat is 
supplied by a refinery or pipeline and ffem whioh the speeial fuel may be 
removed from the raek. 

a& "Terminal operator" me-a~nershlp or eontraoturu 
~mont lo-ehafged 1•♦..lth tho responsibH#y-for, or physieal oontrol 0•1er, 
efl8-0peration of a terminal. If a termlAal ls owned by ocwenturers, 
!!tefffifftffl· operator" means th& person appointed ta e>Eerelsc tho 
responsibility fof-, or physical oontrol o'ler, aAd-eperatlon of ~ho terminal: 

a&: "Wholesal~t!!..means the sai~~-st.tpplier or 
distributor. 

SECTION 4. AMENDMENT. Section 57-43.2-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-02. (Gontingent~fleeUt+•o date See note EUeoUve thrOi:tflh 
JuRa ao, 2003) Tax Imposed. 

1. Except as otherwise provided in this chapter, an excise tax of twenty-one 
cents per gallon [3.79 lltersJ Is Imposed on the sale or delivery of all special 
fuel sold or used In this state. For the purpose of determining the tax upon 
compressed natural gas under this section, one hundred twenty cubic feet 
[3.40 cubic meters} of compressed natural gas Is equal to one gallon [3. 79 
liters] of other special fuel. The tax under this subsection Is reduced by 
one and five-hundredths cents per gallon [3. 79 liters} on the sale or delivery 
of diesel fuel that con!ains at least two percent biodlesel fuel by weight. 

2. A supplier, distributor, or retailer shall remit the tux imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax Imposed by this section does not apply on sales 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 a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 
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4. The person required to remit the tax Imposed by this section shall pass the 
tax on to the customer. 

5. The person required to remit the tax lmposed 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 special 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 ls 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. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

(Effeoti'Je afler JuRe 30, 2003) TaM imposed. 

+. Exeopt as ethoM1lse protrided in this ehapter, an-excise taK of h'flenty one 
eertts- per gnlloo (3.79Hters] is imposce on-the sale or deHitef)'-eH~ 
~el-sold er t:¾Sea in this state. For the purpose of de4ormiffiAg tho tm< upon 
eompressed nntt:ff:al gas under this seelion, one hl:ffidred tv.•enty oubio feet 
fa.40 cubic ffierefS}-ef-eompressed natural gas is equal to ono gallon (3.79 
Htefs] of other spcoial fuoh-

~ A st:Jpplior, dls~ribt:Jtor, oF--F~~ay-this oeotion 
en speolal fuo+ used and on di root sales- of~peoial fuel-to a oust<.'mer. 

&- The ta)( imposed by this seotion does not apply on-sales by a supplier to 
onoU=ter supplier, on a sale by a supplier to a dlstflbutor, on a sale by-a 
distributor to another dlombutor, ofHHJalo by a distributer to a retailer, on 
on C)(port, or on a sale to -an exempt eonsurner. 

+.- The pOFoon required to reFftit the ta)( imposed by-tkis sootion sl:lall pass the 
@)( oA-to tho eusteffiar. 

&:- Tho person required to FCrnit tt=lo ta>! imposed by this nootion -sROlfpay ihe 
ta)( to tho eomrniesieAer by tho twef1ty fifth day of tho-oalondur FAenth af.tef 
the-moRtfl dUFlng whioh tho spoeleHBol was srnd OF--usoa by tho person. 
When tho twenty Hfth day of tho oalonet¼+:-menth falls on a Saturoay, 
Sunday, or legal holiday, tho due date Is tho first worl~lng day aflor the 
Saturday, Sunday, or lega~ieay:- When payment is,fltOOO ey FAall, tho 
paymont-+s-ttmely-H-tfle-eA\lcl~entainlng the payment Is poatmarkee ey 
#~t-atos posrol ser\1100 or other postal oarrior scw-lee-befere 
~-ea-kh 

6-: +Ao eemmissionor-sholl pay -01rer all of th~ooi¥ea ef1-.+r-+A9 eaot=i 
eolendar• moAth-to the state treasuref-:" 

Page 1, line 18, replace "This" with 11Sections 1 , 3, and 4 of this Act are effective for taxable 
events occurring after June 30, 2003. Section 2 of this" 

Renumber accordingly 
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Date: cJ - ;!Jl) ... CJ 3 
Roll Call Vote#: 

2003 SENATE ST ANDING COl\1l\11TTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. }/fj /~tJ-f . 

Senate TRANSPORTATION Committee 

D Check here for Conference Committee 

Legfalative Council Amendment Number 

Action Taken ~ , t:>.;l.~3 

Motion Made By ~ ~ Sec0nded By.~ o::f a~ 

-Senators Y~s No Senators Yes No 
Senator Thomas Trenbeath, Chair v Senator Dennis Bercier 
Senator Duaine Es£egard, V. Chair L,.; Senator Ryan Taylor ✓ 

Senator Duane Mutch V 

Senator Dave Nething V -
-

-

. 

--
Total (Yes) No 

Absent 

Floor Assignment 

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

-
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Date: ..,3-~t!J-O 3 
Ro]] Ca11 Vote #: 

2003 S\.~N;'~TE STANDING COJ\11\'.IITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 1/8 1..32'9 

' 

Senate TRANSPORTATION Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken [)tJ f'd/:J,,,V 4:A< ~ _____ _ 

Motion Made By ~ ~ Seconded By~~ 

- -- ~ 

Senators Yes No Senators Yes No 
Senator Thomas Trenbeath, Chair ✓ Senator Dennis Bercier 
Senator Duaine Espegard, V. Chair v Senator Ryan Taylor J/ 
Senator Duane Mutch ✓ -Senator Dave Nething ✓ -

~ 

- ·-

-
Total (Yes) ~------'----- No ___ ....,c, ____________ _ 

Absent I 

Floor Assignment 

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

The mfcrographk imagos on this 1flm oro accurate reproductions of records delivered to Modern rnformntlon systt!ms for mfcro1llmln9 and 
were filmed fn tho regular course of business, The photographic process meots standards of the Amerfcon N~tfonol Standards lnstft1Jte 
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REPORT OF STANDING COMMITTEE (410) 
March 21, 2003 12:57 p.m. 

Modulo No: SR-51-5439 
Carrier: 1·aylor 

Insert LC: 30455.0203 Tale: .0300 

-~ REPORT OF STANDING COMMITTEE 
HB 1309, as engrossed: Transportation Committee (Sen. Trenbeath, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (5 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). Engrossed HB 1309 
was placed on the Sixth order on the calendar. 

Page 1, line 3, after the the semicolon Insert "to amend and reenact sections 24-02-01 .5, 
57-43.2-01, and 57-43.2-02 of the North Dakota Century Code, relating to d special 
fuels tax reduction for fuel containing blodiesel; 11 

Page 1, after line 5, Insert: 

"SECTION 1. AMENDMENT. Section 24-02-01 .5 of the North Dakota Century 
Code is amended and reenacted as follows: 

24-02-01.5. (CeAtiAgont effeetlt1& date See nete Effeotl,.-ie through 
JYAe 38, 2893➔ Department of transportation • Administrative rules. The 
department of transportation may adopt the administrative rules necessary to carry out 
its responsibilities and functions as created and transferred by sections 24-02-01. 1 
through 24-02-01 .5. Rules adopted by the agencies whose functions relate to t.he 
functions or agencies created, transferred, or covered by sections 2-05-03, 24-02-01. 1 
through 24-02-01 .5, subsections 7 and 11 of section 24-01-01 .1, sections 24-02-13, 
24-16-02, 24-17-02, subsections 8, 12, and 13 of section 39-01-01, subsection 1 of 
section 39-16-01, subsection 7 of section 39-24-01, subsection 2 of section 49-17.1-01, 
c,ubsection 1 of section 54-06-04, subsection 1 of section 54-27-19, subsection 6 of 
section 57-40.3-01, subsection 1 of ser.tlon 57-43.1-01, section 57-43.1-44, 
subsection 6 of section 57-43.2-01, and section 57-43.2-37 remain In effect until they 
are specifically amended or repealed by the department. 
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24 01 01.1, ooetlona 24 02 13, 2416 02, 2417 02, oubseotlons 8, 42, and 1a of 
-aootlen a9 0101, oubaooHon 1 -0f aootion 89 16 01, auboeotion 7 of seetlon 39 24 01, 
subseoUon 2 of seetlen 40 17.1 01, tJueseotlon 1 of sootlon 64 08 04, subsootion 1 of 
aeotlon 64 27 19, sueseetlon f, of43ootlen 67 40.3 01, -eueeootlen 1 of aeetioo 
67 48.1 01, eooUon 67 43.1 4 4, aubeootlon 6 of -eeollen 61 48.2 01, and seet+eR 
67 43.2 37 ron:taln in offeet~ntll ~hey are BJ:)eettloally a!'flonaoa or repealed by u~o 
eopaRmeffl:-11 

Page 1, underscore lines 8 through 17 

Page 1, after line ·17, Insert: 

"SECTION 3. AMENDMENT. Section 57-43.2-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-01. (GeRUAgent effeeH~e date Bee nele Effeell•.1e through 
June 30,-2003) Definitions. As used In this chapter, unless the context otherwise 
requires: 

1. "Agricultural purpose" means the science, art, and business of farming. It 
Includes mlsing crops, ranching, beekeeping, tree nurseries, agricultural 
units of colleges and universities, custom combining, manure spreading, 

(2) oesK, (3l coMM Page No. 1 sR-61·5439 

1 formation systems for mfcrofllmlng and 
ta ro roduct Ions of records dell vc1·ed to Modern n I n Not lonal stondords Institute 

Tho mlcrogropMc Images on this f\lm/~si~~~;o, Th/photoarophlc process moots stondohrds ~~I th~ ~f~; crt Is duo to tho quality of the 
were filmed in the regular course o • Jf the filmed Image obpvo Is less legible ton s o t 

(ANSI) for orchlvnl mh:rofllm, NOTICE. . . 1 L,~ /2 r. 

doc""'"' be! no 111,,,.d, \-, ' , f~, (' 1/30 lf ~ / D f!J. -~-

vf 



t':' 

\ 
I ,I 

REPORT OF STANDING COMMITTEE (410) 
March 21, 2003 12:57 p.m. 

Module No: SR-51-5439 
Carrier: Taylor 

Insert LC: 30455.0203 TIiie: .0300 

--.., and stack moving operations. Fuel used for an agricultural purpose 
Includes fuel used In a vehicle, engine, or machine, movable or 
Immovable, operated In whole or In part by Internal combustion. It does 
not include fuel used to operate a licensed motor vehicle. 

(2) DESK, (3) COMM 

2. "Blodlesel" means a biodegradable, combustible liquid fuel that Is derived 
from vegetable oil or animal fat and which Is suitable for blending with 
diesel fuel for use In Internal combust.lon diesel engines. 

3. "Commissioner" means the state tax c:ommlssloner. 

4. 11Common carrier" or "contract carrlor11 means a person Involved In the 
movement of special fuel from a terminal or movement of special fuel 
Imported into this state, who Is not an owner of the special fuel. 

5. "Consumer" means a user of special fuel Including any person purchasing 
special fuel In this state for use In a licensed motor vehicle; any person 
lmportlrg special fuel into this state or purchasing special fuel in this state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing special fuel In this state for u~e In recreational or 
any other types of motor vehicles. It does not Include a person Importing 
or purchasing special fuel for resale. 

6. "Destination state" means any state, territory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage facility, 
receptacle, conta!ner, or any other type of transportation equipment, for 
the purposes of resale or use. 

7. 11 Dlrector11 means the director of the department of transportation. 

8. 11Dlstrlbutor 11 means a person, other than a retailer, who acquires special 
fuel from a reiiner or supplier for subsequent wholesale distribution In bulk 
or transport load by trtJck, rallcar, or In a barrel, drum, or other receptacle. 

9. "Dyed special fuel" means special fuel to which an Indelible dye meeting 
Unlt&cJ States environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a 
terminal or refinery rack. 

1 o. "Export" means the delivery c,f special fuel across the boundaries of thls 
state from a place of origin In this state by or for a rerlner, supplier, or 
distributor. 

11. "Exporter" means a refiner, supplier, or ti:c:;trlbutor who exports special fuel 
out of this state In bulk or transport load 1,y truck, rallcar, or ln a barrel, 
drum, or other l'eceptacle. 

12. "Gallon" means a United States gallon [3. 79 liters] measured on a gross 
volume basis. 

13. "Gross volume'1 means measurement In Unlt,:,d States gallons [3.79 liters] 
without temperature or barometric adjustments. 

14. "Heating fuel use" means use of special fuel to heat homes, private and 
public office buildings, or private and public commercial buildings or use of 
special fuel In stoves or burners or for any other heating purposes. 
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15. 11Hlghway purpose 11 means any use of special fuel In any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that special fuel used for heating 
of oils, gravel, bituminous mlx1ure, or in any equipment used In the 
preparation of any materials to be used on any type of road or highway 
surfacing. 

16. "Import" means the delivery of special fuel across the boundaries of this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

17. "Importer" means a refiner, supplier, or distributor who imports special fuel 
into this state in bulk or transport load by truck, railcar, or in a barrel, drum, 
or other receptacle. 

18. 11lndustrlal purpose'l means: 

a. 

b. 

c. 

d. 

e, 

f, 

g. 

h. 

I. 

j. 

A manufacturing, warehousing, or loading dock operation; 

Construc:tlon; 

Sand and gravel processing; 

Well drilling, well testing, or well servicing; 

Maintenance of business premises, golf courses, or cemeteries; 

A commercial or contract painting operation; 

Electrical services; 

A refrigeration unit on a truck; 

A power-take-off unit; and 

Other similar business activity. 

Fuel used for an Industrial purpose Includes fuel used In a vehicle, engine, 
or machine, movable or Immovable, operated In whole or In part by 
Internal combustion. It does not Include heating fuel, fuel used for an 
agricultural purpose, fuel used for a railroad purpose, or fuel used to 
operate a licensed motor vehicle. 

19. "Interstate motor carrier" me,13ns any person Importing special fuel Into this 
state In the fuel supply tank or tanks of any motor vehicle or combination 
of vehicles used, designed, or maintained for transportation of persons or 
property; and havh1g two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kilograms]; or having three or more axles 
regardless of weight; Is used In combination when the weight of such 
combination exceeds twenty-six thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In the case of motor vehicles that are leased or 
rented, the Interstate motor carrier means the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 
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20. "Licensed motor vehicle" means any motor vehicle licensed for operation 
upon public roads or highways, but does not Include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 

21. "Motor vehicle" means a vehicle, engine, or machine, movable or 
immovable, operated In who1£, or In purt by internal combustion using one 
or more of the special fuels defined In this chapter but does not Include 
aircraft. 

22. "Person" means every individual, partnership, firm, association, joint 
venture, corporation, limited liability company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

23. "Physical Inventory reading 11 means a measurement of special fuel 
available for distribution In a terminal, an underground storage tank, an 
aboveground storage tank, or In a tank wagon, bulk delivery vehicle, 
rallcar, barrel, drum, or other receptacle. 

24. "Position holder" means a person holding an inventory position of special 
fuel In a terminal as reflected on the records of the terminal operator, a 
person holding the inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facilities or 
termlnaling services at a terminal, and a terminal operator who owns 
special fuel in a terminal. 

25. 11 Publlc road or highway" means every way or place generally open to the 
use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwithstanding that It may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or 
maintenance. 

26. "Rack11 means a mechanism used to dispense special fuel from a terminal. 

27. "Railroad purpose" means the operation of railroad locomotives and the 
construction, reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
locomotive, and fuel used in a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not include 
fuel used In a licensed motor vehicle. 

28. "Refiner" means a person who produces, manufactures, or refines special 
fu0,s In this state. 

29. "Retail location" means a site at which special fuel Is dispensed through a 
pump from an underground or aboveground storage unit Into the supply 
tank of a motor vehicle. 

30. "Retailer" means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

31. 11Sale 11 means, with respect to special fuel, the transfer of title or 
possession, exchange, or barter, conditional or otherwise, In any manner 
or by any means, for a consideration. 

32. 11Speclal fuel" means all combustible gases and liquids suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gases, all gases 
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· \ and liquids which meet the specifications as determined by the state 
department of health pursuant to the provisions of section 19-10-10, as 
well as all liquids determined by the state department of health to be 
f1eatlng oil pursuant to the provisions of section 19-10-10, except that It 
does not Include either motor vehicle fuels as defined In section 
57-43.1-01, aviation fuels as defined in section 57-43.3-01, or antifreeze 
as defined by section 19-16.1-02. 

33. 11Supplier11 means a refiner who distributes special fuel from a terminal in 
this state, or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, for 
storage at and dlstributlor, from a terminal, or a person who acquires 
special fuel by truck or rallcar for storage at and distribution from a 
termlnal In this state. 

34. 11Taxpayer" means a refiner, supplier, distributor, importer, exporter, 
terminal operator, or retailer. 

35. 11Termlnal 11 means a special fuel storage and distribution facility that Is 
supplied by a refinery or pipeline and from which the special fuel may be 
removed from the rack. 

36. 11Terminal operator" means a person who by ownership or contractual 
agreement Is charged with the responsibility for, or physical control over, 
and operation of a terminal. If a terminal Is owned by coventurers, 
"terminal operator" means the person appointed to exercise the 
responsibility for, or physical control over, and oper6•tion of the terminal. 

37, 11Wholesale dlstrlbution11 means the sale of special fuol by a supplier or 
distributor. 
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SECTION 4. AMENDMENT. Section 57-43.2-02 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-43.2-02. (GeAtlngent efleetl11e date See nete Effeot~rte threwgh 
J1:1Ae 38, 2003~ Tax Imposed. 

1. Except as otherwise provided in this chapter, an excise tax of twenty-one 
cents per gallon [3. 79 liters] is imposed on the sale or delivery of all 
special fuel sold or used in this state. For the purpose of determining the 
tax upon compressed natural gas under this section, one hundred twenty 
cubic feet [3.40 cubic meters] of compressed natural gas Is equal to one 
gallon [3.79 llters] of other special fuel. The tax under this subsection Is 
reduced by one and five-hundredths cents per gallon [3. 79 liters] on the 
sale or delivery of diesel fuel that contains at least two percent blodiesel 
fuel by weight. 

2. A supplier, distributor, or retailer shall remit the tax Imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax Imposed by this section does not apply on sales 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 a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 

4. The person required to remit the tax Imposed by this section shall pass the 
tax on to the customer. 

5. 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 special 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 mall, the 
payment Is timely If the envelope containing the payment is postmarked by 
the Unlted States postal service or other postal carrier service before 
midnight of the due date. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 
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REP. WES BELTER, CHAIRMAN Called the conference committee to order. 

Rep. Belter reviewed the amendments which the Senate had attached to the bill. He presented 

amendment #30455.0204 to the conference ,;ommittee for their approval. 

0.2 

JOHN WALSTAD, ATTORNEY WITH THE LEGISLATIVE COUNCIL Appeared to 

explain the new amendments prepared for Rep. Belter. He explained the difference between the 

amendments drafted by the Senate and the amendments prepared for Rep. Belter. The change in 

the new amendments is an overstrike of the expiration date of 2003 and a change to 2005. He 

stated it is a contingent effectiveness but not a contingent expiration. Section 2 of this act is 

effective for taxable years beginning after December 31, 2002. The significant changes are on 

page 1, line 10 und 11, which adds the word "direct", and the word "retrofit" is being added. He 

added, 11 retrofit a facility in this state. 0 

SEN. TAYLOR Asked what has been the use history of that tax credit in the last biennium? 

,I 

~ 
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REP, BELTER Answered stating the provision for it was in effect, but there was no tax credit 

until a plant was built. 

JOAN GALSTER, STAFF OF THE STATE TAX DEPARTMENT Answered stating there 

is no plant operating in North Dakota at this time. However, there are people using blended fuel. 

SEN. TAYLOR Without a tax credit'? 

JOAN GALSTER Yes 

SEN, MUTCH Asked if Joan knew how much was shipped in and used. 

JOAN GALSTER Stated it was not a lot. 

REP, BE!t TER Asked if there was a record of how much is being sold. 

JOAN GALSTER She said they report their purchases in and out, but there are no statistics on 

it. They report how much they sell with the blend in it. She stated if it is something that is 

needed, they could start tracking it, if it is being used more . 

.REP, GROSZ Asked about the word "retrofit". Used an example of building a new facility 

for biodiesel, will new facilities fit the word "retrofit"? 

JOHN WALSTAD He stated, this changes an existing facility only. This would apply to the 

guy who is doing the blending, prior to distribution . 

. JOAN GALSTER Thought it would mean the guy who is producing it. 

,REP. BELTER Referred to two issues involved. When we are talking about the "retrofitting," 

we are talking about being eligible for the tax credit, it was my intent, that it should be broader 

than "retrofitting", that it would be a new plant. When it comes to the issue of giving the break 

on the tax for the fuel itself, that is dictated whether we have a new plant of ten million gallons or 
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more. ls that what we want for policy, and do we want to change this language so that we get 

theas tax credit for retrofitting as well as building a new plant? 

SEM, MUTCH Said, who would spend the money if you didn't get the tax credit 

SEN. ESPEGARD Stated it would generally be done at a Tesoro pla:nt or a new plant built just 

for this purpose. 

SEN. MUTCH What ifwe could sell blended biodiesel, could you blend it with dye? 

JOAN GALSUB Stated you can bfond biodiesel with dye. 

SEN. MUTCH There would be some retrofitting then? 

JOAN GALSTJm Yes 

REP. BELTER Stated in most cases, you would be buying the blended product in the first 

place. 

SEN, MUTCH Stated, I would hope so, but you would need facilities for storage of two 

different grades of biodiesel. 

MARY LOF[Si,ARD, STAFF OF THE ST ATE TAX COMMISSJONER Stated the only 

reason the word "retrofit" was used was because it was in the title of the biH. They were trying 

to be consistent with the rest of the bill. 

MP. BELTER Stated he would prefer seeing the break in the fuel tax be tied to the 

construction of a new plant. We are already running short of highway funds, if we are going to 

have a fuel tax break, then we have to find some money someplace to add to our funds. 

SEN, MUTCH Stated, for sure, you will have to allow the tax break for anyone who wants to 

~,uild a plant. 

REP. BELTIR Asked committee members if they wanted to leave the bill, pretty much intact, 

Tho mf crographf.c frnages on thfe ff lm aro eccurcto reproductf ona of rocorda del fvered to Modern lnformatf on syntems for ml crofl lmlng and 
were fflmed fn the regular cour•se of buslneaa, The photographic process meeta standards of the American Natlonel Standards Institute 
(ANSI) for archival microfilm, NOTICSt If the filmed Image eb,ove ta leas legible than this Nottce, ft la dut to the quality of the 

d<c...,.n, bol1111 filmed, ~ ~ <jj_ ~ 1 I A +t:1 1
1 C r-r LC~ ioa!{J ~ w 

t)~ 1 e 9 gnnture Date 

I 

vf 

' ',· .• f 



I 
I 
I 
! 
I 
I 
I 

Page4 
House Finance and Taxation Committee 
Bill/Resolution Number HB 1309 
Hearing Date April 3, 2003 

as amended, except clarify the new equipment. 

JOHN WALSTAD Advised committee members what needs to be changed. In the title of the 

bill, just replace the word "retrofitting" with the word "adapting", 

Some of the committee members questioned the word "adapting". 

They agreed that the tax credit would be for whatever it took to blend the biodiesel. 

SEN. ESPEGARD Made a motion that the Senate recede from the Senate amendments 

SEN. MUTCH Second the motion. Motion carried. 

fili'-tN, ESPEGARD Made a motion to adopt amendment 30455,0205 with changes suggested by 

John Walstad. 

SEN. TAYLOR Second the motion. Motion carried. 5 Yes O No 1 Absent. 

REP, B_E,LTER Requested that the changes be reviewed by all committee members as soon as 

John Walstad prepared the additions to the runendments, before the bill would be turned in to the 

House floor. 

The conference (·.ommittee meeting was adjourned. 
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REP, WES BELTER, CHAIRMAN Called the conference committee to order with six 

members present. 

0 

He stated the reason he called the conference committee back to order is because Sen. Mutch had 

questions regarding the amendments which were adopted. 

John Walstad of the Legislative Council, Mary Loftsgard and Joan Galster of the Tax 

Department appeared before the conference committee to answer any questions the committee 

had. 

SEN1 MQ.I!JI Asked where the suggestion of the amendments came from. 

JOHN WALSTAD, LEGISLATIVE COUNCIL Stated some of the suggestions for the 

amendments came from Rep. Belter, but a lot of the technical suggestions wel'e made by the Tax 

Department staff. Most of those suggestions related to the corporate income tax credit and how 

it would apply and who would be eligible. The facility has to be located in North Dakota, that 

. --- .. d d l f d to Modern Information Systems for m1crof llmfng and 
The ml ,:rogreph f.o Images on tnf a ft lm are accurate repphroduct f ophn11, of reo!~s s rno:tev:~!ndords of the Amert can Net 1 onol standards lnstitu~e 
were f I lmed In the regul or course of bus f ness •h Tfh1elmedottyro ~~;of e less leg Ible then th I e Not I co' ft f s duo to the qual I ty of t • 
(ANSI) for nrchfv11L m1crofllrn, NOTICE: If t e mage 8

• 

document bel no Ill med, l~ CL ·tr <.f1 \ 1/:r 1 / Db i0 ;;;,, 
/ l ~ !..11 ( 1 l.:Lw Date 

ooi;fnto 'e Slgnntura 

I 



Page2 
House Finance and Taxation Committee 
Bill/Resolution Number HB 1309 
Hearing Da.te April 9, 2003 

was not in the amendment the Senate adopted. The taxpayer had to incur direct costs. Last time 

the conference committee met, we forgot to mention that, at the top of page two of the 

amendment, the tax department suggested that the corporate income tax credit would not be 

available until the time that the facility is actually producing a blending biodiesel. The way it is 

written, the credit would be available for costs incurred before that year, but they couldn't 

actually claim it until the year they start putting out biodiescl. Another change the tax 

department pointed out, the words "for blending" are added to that paragraph. 

SEN. MUTCH All of this is either production or blending, not retailing? 

J!)HN WALSTAll. The income tax credit here is for the diesel fuel production of blending 

facilities. "'fhether th.at can be done at retail, I am not sure . 

.MARY LOFfSGARD, STATE TAX DEPARTMENT Answered, stating she didn't know 

either, unler,s they could blend also and if they are a corpol'ation. 

SEN. MUT..C.U Stated, the blending will not be done by the retailer. 

SEN. ESfEGARD Stated he could possibly see a retailer do it, if it costs about $200,000 to set 

up a plant, a retailer could do it, 

.S..EN. MUTCH Didn't think a retailer would think it was worth the investment, as that product 

would be in competition to the products he was already selling. 

He also questioned the one and nine hundred cents subsidy, then in another paragraph it is one 

and 9 tenths cents subsidy. 

~ Stated it is an equivalent reduction, it is a one twentieth reduction. The two 

percent tax applies to non highway users, so the one-twentieth reduction there results from the 

two percent down to 1.9. It is actually a .1 % mduction. They go from 2.0 to 1.9, and then on the 
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twenty one cent per gallon users, one twentieth of that is 1.05 cents and that is the reduction that 

applies to the highway users. 

REP. BEL TE~ When you talk about a ten million gallon plant, does that mean ten million 

gallons of biodiesel products, not biodiesel blend? 

JOAN GALSTER, STATE TAX DEPARTMENT answered stating, it was her understanding 

that it means that a plant is capable of producing ten million gallons of biodiesel. 

SEN. TAYLOR Stated he read some data, that North Dakota only sells one hundred sixty two 

million gallons of diesel. We would have to convert the whole state for ten million gallons of 

biodiesel. 

JOAN GALSTER Stated that when the plant is up and running, it is not tied to what you sell. 

It is just that the plant has to be capable of producing ten million gallons. 

SEN. MUTCH Asked how will you know if the biodiesel is coming from North Dakota or Iowa 

or Minnesota? 

JOAN GALSTER Stated this law is unlike the ethanol law, which states that sites could only 

be incurred from products from North Dakota, this law does not say that. This law does not 

restrict a reduction in biodiesel. The way this is written, if North Dakota would have a plant, and 

it would be capable of ten million gallons, it would not. matter where that biodiesel came from, it 

could come from Iowa. 

SEN. MUTCH Sta~ed this will probably be a drain on the highway fund. 

JOAN GALSTER Stated it will be a drain on the highway fund. TI1is tax will be a reduction 

no matter what you do with it. 
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SEN, TAYLOR Was this always the intent to be ten million gallons of biodiesel? That would 

be five hundred million gallons of blended product, and if North Dakota only burns one hundred 

sixty two million, we may have a number here, where we will probably never see a plant. 

SEN. MUTCH They are going to have to do some more figuring or subsidizing somehow. 

REP. BELTER Stated that figure came from what was passed two years ago. He asked how 

that number was derived. 

JOAN GALSTER Stated, the plant could always export the biodiesel. She stated if you 

wanted to lower the number from ten million, you may want to rethink this. 

JOHN WALSTAD Stated the most you could lose would be 5% of the total amount of the 2% 

tax. 

REP. BELTER Read the fiscal note which stated $333,000 would be used for highway use. 

The fiscal note did include special fuels. 

JOAN GALSTER Gave a report of the amount of gallons used J;er year which was 343 million 

gallons which added to be 4.1 million dollars of tax. 

JOHN \V ALSTAD Stated that on page 2, paragraph 1, each place the word production shows 

up, the word "blending" should be added. 

SEN, MUTCH Made a motion to reconsider the action by which the hill was passed out of the 

conference committee. 

SEN. ESPEGARD Second the motion. Motion canied by vuice vote. 

SEN, MUTCH Made a motion to amend the presented amendment by adding the word 

"blending" to page 2, paragraph 1. 

SEN. TAYLOR Second the motion. Motion carried by voice vote. 



r 

, 
! 

I 
I 

L 

I 

..__,I 

Page5 
House Finance and Taxation Committee 
Bill/Resolution Number HB 1309 
Hearing Date April 9, 2003 

SEN. MUTC'.H Made a motion that the Senate recede from the Senate amendments and adopt 

new amendment #30455.0205. and further amend by adding the word "blending" to page 2, 

paragraph 1. 

SEN. TAYLOR Second the motion. Motion carried 5 yes I absent. 

The conference committee was adjourned. 
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,:~ REPORT OF CONFERENCE C1DMMITTEE 

..J 

HB 1309, as engrossed: Your conference committee (Sens. Mutch, Espegard, Taylor and 
Reps. Belter, Grosz, Froelich) recommends that the SENATE RECEDE from the 
Senate amendments on HJ pages 1030-1038, adopt amendments as follows, and 
place HB 1309 on the Seventh order: 

That the Senate recede from Its amendments as printed on pages 1030-1038 of the House 
Journal and pages 866-87 4 of the Senate Journal and that Engrossed House Bill No. 1309 be 
amended as follows: 

Page 1, line 2, replace the third 11a11 with "an existing facility or adapting a new" 

Page 1, line 3, replace "and" with "to amend and reenact sections 24-02-01.5, 57-43.2-01, 
57-43.2-02, and 57-43.2-03 of the North Dakota Century Code, relating to a special 
fuels tax reduction for fuel containing blodlesel; 11 

Page 1, line 4, after "date" Insert "; and to provide an expiration date" 

Page 1, after line 5, Insert: 

NSECTION 1. AMENDMENT. Section 24-02-01.5 of the North Dakota Century 
Code Is amended and reenacted as follows: 

24--02-01.5. (Contingent effective date • See note • Effective through 
June 30, a993 2QQQ) Department of transportation • Administrative rules. The 
department of transportation may adopt the administrative rules necessary to carry out 
Its responslbilltles and functions as created and transferred by sections 24-02-01 .1 
through 24-02~01 .5. Rules adopted by the agencies whose functions relate to the 
functions or agencies created, transferred, or covered by sections 2-05-03, 24-02-01 .1 
through 24-02-01.5, subsections 7 and 11 of section 24-0·1-01 .1, sections 24-02-13, 
24-16-02, 24-17-02, subsections 8, 12, and 13 of section 39-01-01 , subsection 1 of 
section 39~ 16-01, subsection 7 of section 39-24-01, subsection 2 of section 49-17.1-01, 
subsection 1 of section 64-06-04, subsection 1 of section 54-27-19, subsection 6 of 
section 57-40.3-01, subsection 1 of section 57-43.1-01, section 57-43.1-44, 
subsection 6 of section 57-43.2-01, and section 57-43.2-37 remain In effect until they 
are speclflcally amended or repealed by the department. 

(Effective after June 30, aeea 2QQ§) Department of transportation -
Administrative rules. The department of transportation may adopt the administrative 
rules necessary to carry out its responsibilities and functions as created and transferred 
by sections 24-02-01 .1 through 24-02-01.5. Rules adopted by the agencies whose 
functions relate to the functions or agencies created, transferred, or covered by 
sections 2-05-03, 24-02-01 .1 through 24-02-01 .5, subsections 7 and 11 ol section 
24-01-01.1, sections 24~02-13, 24-16-02, 24-17·02, subsections 8, 12, and 13 of 
section 39-01-01, subsection 1 of section 39-16-01, subsection 7 of section 39-24-01, 
subsection 2 of section 49-17.1-01, subsection 1 of section 54-0G-04, subsection 1 of 
section 54-27-19, subsection 6 of section 57~40.3-01, subsection 1 of section 
57-43.1-01, section 57-43.1-44, subsection 5 of section 57-43.2-01, and section 
57-43.2-37 remain In effect until they are specifically amended or repealed by the 
department. 11 

Page 1, underscore lines 8 and 9 

Page 1, replace lines 1 o and 11 with II percent per year for five years Qf tbe t§xpayer's d.lL®.t 
costs Incurred after December 31, 2002, to adapt or add equipment to retrofit an 
_existing facility or adapting a new facility In !bl~ §tate for the purpose of producing or 
JnruitUnjJ_dlesel fu~I containing at least two per.cent blodle~el fuel b~ 11 
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Page 1, underscore lines 12 through 16 

Page 1, line 17, underscore 11sectlon for all taxablo years. 11 and Insert Immediately thereafter 
"A taxpayer may not claim a credit under this section for any taxable year uefore the 
taxable year In which the facility begins production of diesel fuel containing at least two 
percent blodlesel fuel by volume, but eligible costs Incurred before the ta)(able year 
production begins may be claimed for purposes of the credit under this section for 
taxable years onor after the taxable year production beglns. 11 

Page 1, replace lines 18 and 19 with: 

"SECTION 3. AMENDMENT. Section 57-43.2-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2--01. (Contingent effective date - See note - Effective through 
June 30, a893 ~ Definitions. As used In this chapter, unless the context 
otherwise requires: 

(2) DESK, (2) COMM 

1. "Agricultural purpose" means the science, art, and business of farming. It 
Includes raising crops, ranching, beekeeping, tree nurseries, agricultural 
units of colleges and universities, custom combining, manure spreading, 
and stack moving operations. Fuel used for an agricultural purpose 
Includes fuel used In a vehicle, engine, or machine, movable or 
Immovable, operated In whole or In part by internal combustion. It does 
not Include fuel used to operate a llcensed motor vehlcle. 

2. "Blodlesel" means a biodegradable, combustible liquid fuel that Is derived 
from vegetable oll or animal fat and which Is suitable for blending with 
diesel fuel for use In Internal combustion diesel engines. 

3. "Commissioner" means the state tax commissioner. 

4. "Common carrier" or 11contract carrier" means a person Involved In the 
movement of speclal fuel from a termlnai or movement of special fuel 
Imported Into this state, who Is not an owner of the special fuel. 

5. "Consumer" means a user of special fuel Including any person purchasing 
special fuel In this state for use In a licensed motor vehicle; Jny person 
Importing speclal fuel Into this state or purchasing special fuel In this state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing speclal fuel In this state for use in recreatlonal or 
any othar types of motor vehicles. It does not Include a person Importing 
or purchasing special fuel for resale. 

6. "Destination state" means any sta.te, territory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage faclllty, 
receptacle, container, or any other type of transportation equipment, for 
the purposes of resale or use. 

7. !!Director" means the director of the department of transportation. 

8. "Distributor" means a person, other than a retailer, who acquires special 
fuel from a refiner or supplier for subsequent wholesale distribution In bulk 
or transport load by truck, rallcar, or In a barrel, drum, or other receptacle. 

Page No. 2 HR-61·6744 

I 

vf7 



,....-...__ 

,--

REPORT ot-: CONFERENCE COMMITTEE (420) 
Aprll 4, 2003 8:33 a.m. 

Module No: HR-61 •6744 

Insert LC: 30455.0205 

(2) DESK, (2) COMM 

ll "Dyed special fuel" means special fuel to which an Indelible dye meeting 
United States environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a 
terminal or refinery rack. 

10. "Export11 means the delivery of special fuel across the boundaries of this 
state from a place 0f origin In this state by or for a refiner, supplier, or 
distributor. 

11. NExporter11 means a refiner, supplier, or distributor who exports special fuel 
out of this state In bulk or transport load by truck, railcar, or In a barrel, 
drum, or other receptacle. 

12. "Gallon 11 means a United States gallon [3.79 liters] measured on a gross 
volume basis. 

13. "Gross volume" means measurement In United States gallons [3. 79 liters] 
without temperature or barometric adjustments. 

14. 11Heatlng fuel use" means use of special fuel to heat homes, private and 
public office buildings, or private and public commercial buildings or use of 
special fuel In stoves or burners or for any other heating purposes. 

15. 11Hlghway purpose 11 means any use of special fuel In any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that special fuel used for heating 
of oils, gravel, bituminous mixture, or In any equipment used In the 
preparation of any materials to be used on any type of road or highway 
surfacing. 

16. Nlmport" means the delivery of special fuel across the boundaries of this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

17. Nlmporter" means a refiner, supplier, or distributor who Imports special fuel 
Into this state In bulk or transport load by truck, rallcar, or In a barrel, drum, 
or other receptacle. 

18. "Industrial purpose" means: 

a. A manufacturing, warehousing, or loading dock operation; 

b. Construction; 

c. Sand and gravel processing; 

d. Well drilling, well testing, or well servicing; 

e. Maintenance of business premises, golf courses, or cemeteries; 

f. A commercial or contract painting opei'atlon; 

g. Electrlcal services; 

h. A refrigeration unit on a truck; 

I. A power-take-off unit; and 

Page No. 3 HR-61-t\744 
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Fuel used for an Industrial purpose Includes fuel used in a vehicle, engine, 
or machine, movable or immovable, operated In whole or In part by 
Internal combustion. It does not include heating fuel, fuel used for an 
agricultural purpose, fuel used for a railroad purpose, or fuel used to 
operate a licensed motor vehicle. 

19. 11 lnterstate motor carrler 11 means any person importing speclal fuel Into this 
state In the fuel supply tank or tanks of any motor vehicle or combination 
of vehicles used, designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kilograms]; or having three or more axles 
regardless of weight; Is used In combination when the weight of such 
combination exceeds twenty-six thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In the case of motor vehicles that are leased or 
rented, the Interstate motor carrier mt3ans the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
interstate motor carrier. 

20. Nllcensed motor vehicle" means any motor vehicle licensed for operation 
upon public roads or highways, but does not Include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 

21. "Motor vehicle" means a vehicle, engine, or machine, movable or 
Immovable, operated in whole or in part by Internal combustion using one 
or more of the special fuels defined in tnls chapter but does not include 
aircraft. 

22. ''Person" means every individual, partnership, firm, association, joint 
venture, corporation, limited llablllty company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

23. "Physical Inventory reading" means a measurement of special fuel 
available for distribution In a terminal, an underground storage tank, an 
abovegrciund storage tank, or in a tank wagon, bulk delivery vehicle, 
rallcar, bnrrel, drum, or other receptacle. 

24. 11Positlon holder" means a person holding an Inventory position of special 
fuel In a terminal as reflected on the records of the terminal operator, a 
person he1ldlng the Inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facllltles or 
termlnallno services at a terminal, and a terminal operator who owns 
special fuel In a terminal. 

25. "Publlo road or highway" means every way or place generally open to the 
use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwlttistandlng that it may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or 
maintenance. 

26. 11Aack11 means A mechanism used to dispense special fuel from a terminal. 

27. 11Rallroad purpose" means the operation of railroad locomotlves and the 
construction, reconstrl1ction, repair, and maintenance of rallroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 

(2) oesK, (2) COMM Page No. 4 HR-e1-e144 
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28. 

29. 

30. 

31. 

32. 

33. 

34. 

35. 

36. 

37. 

locomotive, and fuel used In a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not Include 
fuel used In a licensed motor vehicle. 

11Reflner" means a person who produces, manufactures, or refines special 
fuels In this state. 

"Retail location" means a site at which special fuel Is dispensed through a 
pump from an underground or aboveground storage unit Into the supply 
tank of a motor vehicle. 

"Retailer" means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

"Sale" means, w!tt1 respect to special fuel, the transfer of title or 
possession, exchange, or barter, conditional or otherwise, In any manner 
or by any means, for a consideration. 

•special fuel" means all combustible gases and liquids suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gases, all gases 
and liquids which meet the specifications as determined by the state 
department of health pursuant to the provisions of section 19-10-10, as 
well as all liquids determined by the state department of health to be 
heating oll pursuant to the provisions of section 19-10-10, except that It 
does not Include either motor vehicle fuels as defined In section 
57-43.1-01, aviation fuels as defined In section 57-43.3-01, or antifreeze 
as defined by section 19-16.1-02. 

HSuppller" means a refiner who distributes special fuel from a terminal In 
this state, or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, for 
storage at and distribution from a terminal, or a person who acquires 
special fuel by truck or rallcar for storage at and distribution from a 
terminal In this state. 

"Taxpayer" means a refiner, supplier, distributor, Importer, exporter, 
terminal operator, or retailer. 

"Terminal" means a special fuel storage and distribution facility that Is 
supplied by a refinery or pipeline and from which the spec I al fuel may be 
removed from the rack. 

"Terminal operator~ means a person who by ownership or contractual 
agreement Is charged with the responslblllty for, or physical control over, 
and operation of a terminal. If a termlnal Is owned by coventurers, 
''terminal operator" means the person appointed to exercise the 
responslblllty for, or physical control over, and operation of the terminal. 

11Wholesale distribution" means the sale of special fuel by a suppller or 
distributor. 

(Effective after June 30, 2993 gQ..Q.§) Definitions. As used In this chapter, 
unless the context otherwise requires: 

1. "Agricultural purpose" means the science, art, and business of farming. It 
Includes raising crops, ranching, beekeeping, tree nurseries, agricultural 
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3. 

4. 

6. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

units of colleges and universities, custom combining, manure Stlreadlng, 
and stack moving operations. Fuel used for an agricultural purpose 
Includes fuel used In a vehicle, engine, or machine, movable or 
Immovable, operated In whole or In part by Internal combustion. It does 
not Include fuel used to operate a llcensed motor vehicle. 

11Commlssloner'1 means the state tax commissioner. 

"Common carrier" or "contract carrier" means a person Involved In the 
movement of special fuel from a terminal or movement of special fuel 
Imported Into this state, who Is not an owner of the special fuel. 

"Consumer" means a user of special fuel Including any person purchasing 
special fuel In this state for use In a licensed motor vehicle; any person 
Importing special fuel Into this state or purchasing special fuel In this state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing special fuel In this state for use In recreation~, or 
any other types of motor vehicles. It does not Include a person Importing 
or purchasing special fuel for resale. 

"Destination state11 means any state, territory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage facility, 
receptacle, container, or any other type of transportation equipment, for 
the purposes of resale or use. 

"Dlrector11 means the director of the department of transportation. 

HDlstrlbutor" means a person, other than a retailer, who acquires special 
fuel from a refiner or supplier for subsequent wholesale distribution In bulk 
or transport load by truck, rallcar, or In a barrel, drum, or other receptacle. 

"Dyed special fuel" means special fuel to which an Indelible dye meeting 
United States environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a 
terminal or refinery rack. 

11E><port 11 means the delivery of speolal fuel across the boundaries of this 
state from a place of origin ,,, this state by or for a refiner, supplier, or 
distributor. 

"Exporter" means a refiner, supplier, or distributor who exports special fuel 
out of this state In bulk or transport load by truck, rallcar, or In a barrel, 
drum, or other receptacle. 

"Gallon" means a United States gallon [3. 79 lltersJ measured on a gross 
volume basis. 

11Gross volume 11 means measurement In United States gallons [3.79 liters] 
without temperature or barometric adjustments. 

"Heating fuel use 11 means use of special fuel to heat homes, private and 
public office buildings, or private and publlc commercial buildings or use of 
spacial fuel In stoves or burners or for any other heating purposes. 

14. "Highway purpose 11 means any use of special fuel In any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that special fuel used for heating 
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15. 

16. 

17. 

of oils, gravel, bituminous mixture, or In any equipment used In the 
preparation of any materials to be used on any type, of road or highway 
surfacing. 

"Import" means the delivery of special fuel across the boundaries of this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

"Importer" means a refiner, supplier, or distributor who Imports special fuel 
Into this state In bulk or transport load by truck, railcar, or In a barrel, drum, 
or other recf.lptacle. 

•industrial purpose11 means: 

a. 

b. 

c. 

d. 

e. 

f. 

g. 

h. 

I. 

j. 

A manufacturing, warehousing, or loading dock operation; 

Construction; 

Sand and gravel processing; 

Well drilling, well testlr1g, or well servicing; 

Maintenance of business premises, golf courses, or cemeteries; 

A commercial or contract painting operation; 

Electrical services; 

A refrigeration unit on a truck; 

A power-take-off unit; and 

Other similar business activity. 

Fuel used for an Industrial purpose includes fuel used In a vehicle, engine, 
or machine, movable or Immovable, operated In whole or In part by 
Internal combustion. It does not Include heating fuel, fuel used for an 
agricultural purpose, fuel used for a railroad purpose, or fuel used to 
operate a licensed motor vehicle. 

18. "Interstate motor carrier" means any person Importing special fuel Into this 
state In the fuel supply tank or tanks of any motor vehicle or combination 
of vehicles used, designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kilograms]: or having three or more axles 
regardless of weight; Is used In combination when the weight of such 
combination exceeds twenty-six thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In th~ c~se of motor vehicles that are leased or 
rented, the Interstate motor carrier means the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 

19. "Licensed motor vehicle" means any motor vehicle licensed for operation 
upon public roads or highways, but does not Include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 
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20. 11Motor vehicle" means a vehicle, engine. or machine, movable or 
Immovable, operated In whole or In part by Internal combustion using one 
or more of the special fuels defined in this chapter but does not include 
aircraft. 

21. 11Person 11 means every Individual. partnership, firm, association, Joint 
venture, corporation, limited liability company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

22. "Physical inventory reading" means a measurement of special fuel 
available for distribution In a terminal, an underground storage tank, an 
aboveground storage tank, or In a tank wagon, bulk delivery vehicle, 
railcar, barrel, drum, or other receptacle. 

23. "Position holder11 means a person holding an inventory posi11on of special 
fuel In a terminal as reflected on the records of the termln;1I operator. a 
person holding the Inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facilities or 
terminallng services at a terminal, and a terminal operator who owns 
special fuel In a terminal. 

24. "Public road or highway" means every way or place generally open to the 
use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwithstanding that It may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or 
maintenance. 

25. "Rack" means a mechanism used to dispense special fuel from a terminal. 

26. 11Aallroad purpose" means tho operation of railroad locomotives and the 
construction, reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
locomotive, and fuel used In a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not Include 
fuel used In a licensed motor vehicle. 

27. "Refiner" means a person who produces, manufactures, or refines special 
fuels In this state. 

28. 11Retall locatlon 11 means a site at which special fuel Is dispensed through a 
pump from an underground or aboveground storage unit Into the supply 
tank of a motor vehicle. 

29. 11 Retaller11 means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retall locatlon. 

30. 11Sale" means, with respect to special fuel, the transfer of title or 
poss~sslon, exchange, or barter, condltlonal or otherwise, In any manner 
or by any means, for a consideration. 

31. "Special fuel" means all combustible gases and liquids suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gases, all gases 
and liquids which meet the specif !cations as determined by the state 
department of health pursuant to the provisions of section 19-10-1 o, as 
well as all llqulds determined by the state department of health to be 
heating oil pursuant to the provisions of section 19-10-1 O, except that It 
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34. 

35. 
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does not Include either motor vehicle fuels as defined In section 
57-43.1-01, aviation fuels as defined in section 57-43.3-01 , or antifreeze 
as defined by section 19-16.1-02. 

11Suppller11 means a refiner who distributes special fuel from a terminal In 
this state. or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, for 
storage at and distribution from a terminal, or a person who acquires 
special fuel by truck or rallcar for storage at and distribution from a 
terminal in this state. 

"Taxpayer" means a refiner, supplier, distributor, Importer, exporter, 
terminal operator, or retailer. 

11T ermlnal 11 means a special fuel storage and distribution facility that is 
supplied by a refinery or pipeline and from which the special fuel may be 
removed from the rack. 

"Terminal operator" means a person who by ownership or contractual 
agreement is charged with the responsibility for, or physical control over, 
and operation of a terminal. If a terminal Is owned by coventurers, 
"terminal operator" maans the person appointed to exercise the 
responsibility for, or physical control over, and operation of the terminal. 

"Wholesale dlstrlbutlon11 means the sale of special fuel by a supplier or 
distributor. 

SECTION 4. AMENDMENT. Section 57•43.2-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-02. (Contingent effective date • See note • Effective through 
June 30, 2G93 gQQ§) Tax Imposed. 

1. Except as otherwise provided In this chapter, an excise tax of twenty-one 
cents per gallon [3. 79 liters] is Imposed on the sale or delivery of all 
special fuel sold or used In this state. For the purpose of determining the 
tax upon compressed natural gas under this section, one hundred twenty 
cubic feet [3.40 cubic meters] of compressed natural gas Is equal to one 
gallon [3. 79 liters} of other special fuel. The tax under this subsection Is 
reduced by one and five-hundredths cents per gallon [3. 79 liters] on the 
sale or delivery of diesel fuel that contains at least two percent blodlesel 
fuel by weight. 

2. A supplier, distributor, or retailer shall remit the tax Imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax Imposed by this section does not apply on sales 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 a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 

4. The person required to remit the tax imposed by this section shall pass the 
tax on t<l the customer. 

5. 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 special fuel was sold or used by the person. 
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When the twenty-fifth day of the calendar mon(n falls on a Saturday, 
Sunday, or legal holiday, the due date ls 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. 

(Elffectlve after June 30, a&9a gQQfil Tax Imposed. 

1. Except as otherwise provided In this chapter, an excise tax of twenty-one 
cents per gallon [3. 79 liters] is Imposed on the sale or delivery of all 
special fuel sold or used In this state. For the purpose of determining the 
tax upon compressed natural gas under this section, one hundred twenty 
cubic feet [3.40 cubic metersj of compressed natural gas is equal to one 
gallon (3. 79 liters] of other special fuel. 

2. A supplier, distributor, or retailer shall remit the tax Imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax Imposed by this section does not apply on sa.les 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 a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 

4. The pert.on required to remit the tax Imposed by this section shall pass the 
tax on to the customer. 

f,. 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 special 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 da.te Is the first worl<ing 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 
tht3 United States postal service or other postal carrier service before 
midnight of the due date. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

SECTION 5. AMENDMENT. Section 57-43.2-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-03. (Contingent effective date - See note .. Effective through 
June 30, a993 2005) Speclal excise tax levied. 

(2) DESK, (2) COMM 

1. Except as otherwise provided In this chapter, a special excise tax of two 
percent Is Imposed on all sales of special fuels, which are exempted from 
the tax Imposed under section 57-43.2-02. The tax under this subsection 
Is reduced to one and nine-tenths percent on all sales of diesel fuel that 
contains at least two percent blodiesel fuel by weight. 
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2. A consumer Importing special fuel Into this state, for a purpose for which 
the special fuel Is taxable under this section, Is liable for the tax. The 
commissioner shall collect the tax from the consumer Importing the fuel. 

3. If any fuel subject to tax by this section was subject to tax In any other 
state or its political subdivisions, the tax In this section applies but at a rate 
measured by the difference between the rate Imposed In this section and 
the rate Imposed by the other state or Its political subdivisions. If the tax 
Imposed by the other state or its political subdivisions Is the same or 
greater than the tax Imposed by this section, no tax Is due. 

4. An invoice, sales ticket, or other sales document Issued or created 
covering a sale taxable under this section must Identity the consumer to 
whom the sale was made, specify the purpose for which the special fuel 
was sold, and specify whether the fuel was dyed for tax exemption 
purposes. 

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

6. The person required to remit the tax Imposed by this section shall pass the 
tax on to the consumer. 

7. 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 special 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 mall, 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. 

8. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

(Effective after June 30, a993 2.QQfil Special excise tax levled. 

1. Except as otherwise provided In this chapter, a special excise tax of two 
percent Is Imposed on all sales of special fuels, which are exempted from 
the tax Imposed under section 57-43.2-02. 

2. A consumer Importing special fuel Into this state, for a purpose for which 
the special fuel Is taxable under this section, Is liable for the tax. The 
commissioner shall collect the tax from the consumer Importing the fuel. 

3. If any fuel subject to tax by this section was subject to tax In any other 
state or Its political subdivisions, the tax In this section applies but at a rate 
measured by the difference between the rate Imposed In this section and 
the rate Imposed by the other state or Its polltlcal subdivisions. If the tax 
Imposed by the other state or Its political subdivisions Is the same or 
greater than the tax Imposed by this section, no tax Is due. 

4. An Invoice, sales ticket, or other sales document Issued or created 
covering a sale taxable under this section must Identify the consumer to 
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5. 

6. 

7. 

8. 

whom the sale was made, specify the purpose for which the special fuel 
was sold, and specify whether the fuel was dyed for tax exemption 
purposes. 

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

The person required to remit the tax Imposed by this section 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 special 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 mall, 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. 

SECTION 6. EFFECTIVE DATE. Sections 1, 3, 4, and 5 of this Act are 
effective on the first day of the first month after the tax commissioner certifies to the 
governor and the office of the legislative council that a refining facility Is operational in 
this state which has a production capacity of at least ten mllllon gallons [37854000 
liters] of blodlesel per year. Section 2 of this Act Is effective for taxable years beginning 
after December 31, 2002. 

SECTION 7. EXPIRATION DATE. Sections 1, 3, 4, and 5 of this Act are 
effective for taxable events occurring from the effective date of this Act through 
June 30, 2005, and are thereafter Ineffective. 11 

Renumber accordingly 

Engrossed HB 1309 was placed on the Seventh order of business on the calendar. 
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HB 1309, as engrossed: Your conference committee (Sens. Mutch, Espegard, Taylor and 
Reps. Belter1 Grosz, Froelich) recommends that the SENATE RECEDE from the 
Senate amendments on HJ pages 1030-1038, adopt amendments as follows, and 
place HB 1309 on the Seventh order: 

That the Senate recede from Its amendments as printed on pages 1030-1038 of the House 
Journal and pages 866-874 of the Senate Journal and that Engrossed House Bill No. 1309 be 
amended as follows: 

Page 1, line 2, replace the third "a" with 11an existing faclllty or adapting a new" 

Page 1, line 3, replace 11and 11 with "to amend and reenact sections 24-02-01 .5, 57-43.2-01, 
57-43.2-02, and 57-43.2-03 of the North Dakota Century Code, relating to a special 
fuels tax reduction for fuel containing blodlesel;" 

Page 1, line 4, after 11date 11 Insert 11
; and to provide an expiration date" 

Page 1, after line 5, insert: 

11SECTION 1. AMENDMENT. Section 24-02-01 .5 of the North Dakota Century 
Code is amended and reenacted as ·follows: 

24--02-01.5. (Contingent effective date • See note - Effective tht'ough 
June SO, aee3 2.QQ§) Department of tt'ansportatlon • Administrative rules. The 
department of transportation may adopt the administrative rules necessary to carry out 
Its responsibilities and functions as created and transferred by sections 24-02-01.1 
through 24-02-01 .5. Rules adopted by the agencies whose functions relate to the 
functions or agencies created, transferred, or covered by sections 2-05-03, 24-02-01. 1 
through 24-02-01 .5, subsections 7 and 11 of section 24-01-01 .1, sections 24-02-13, 
24-16-021 24-17-02, subsections 8, 12, and 13 of section 39-01-01, subsection 1 of 
section 39-16-01, subsection 7 of section 39-24-01, subsection 2 of section 49-17.1-01, 
subsection 1 of section 54-06-04, subsection 1 of section 54-27-19, subsection 6 of 
section 57-40.3-01, subsection 1 of section 57-43.1-01, section 57-43.1-44, 
subsection 6 of section 57-43.2-01, and section 57-43.2-37 remain in effect until they 
are specifically amended or repealed by the department. 

(Effective after June 30, 2993 2005) Department of transportation -
Administrative rules. The department of transportation may adopt the administrative 
rules necessary to carry out Its responslbllltles and functions as created and transferred 
by sectio11s 24-02-01.1 through 24-02-01 .5. Rules adopted by the agencies whose 
functions rel,~te to the functions or agencies created, transferred, or covered by 
sections 2-0f,-03, 24-02-01. 1 through 24-02-01.5, subsections 7 and 11 of section 
24-01-01.11 sections 24-02-13, 24-16-02, 24-17-02, subsections 8, 121 and 13 of 
section 39-01-01, subsection 1 of section 39~16-01, subsection 7 of section 39-24-01, 
subsection 2 of section 49-17.1-01, subsection 1 of section G4-06-04, subsection 1 of 
section 54-27-19, subsection 6 of section 57-40.3-01, subsection 1 of section 
57-43.1-01, section 57-43.1-44, subsection 5 of section 5 7-43.2-01 , and section 
57-43.2-37 remain In effect until they are specifically amended or repealed by the 
department. 11 

Page 1, underscore lines 8 and 9 

Page 1, replace lines 1 o and 11 with II percent !J.fil.Y(~cu fo.Lf.ive years oj iho taxpayer's dlr§Ql 
costs Incurred after December 31, 2002, to ~<:IB.P.t or."add equipment tg retrofit an 
existing faQillty or adap1l.,ng a new facility in this state for ti,e purpos~ of _oro_dl,lclng or 
.blending diesel fuel containing at least two percent blodlesel fy_el by" 
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Page 1 , underscore lines 12 through 16 

Page 1, line 17, underscore "se,ctlon for all taxable years. 11 and Insert immediately thereafter 
11A taxpayer may not claim a credit under this section for any taxable year before the 
taxable year In which the facility begins production or blending of dl0 jfil. fuel containing 
at least two percent blodlesel fuel by volume. but eligible costs Incurred before the 
taxable year production or blend!_og begins may be claimed for purposes of the credit 
J.Uliier this section for taxable years on or after theJaxable year production or blending 
beglns.11 

Page 1, replace lines 18 and 19 with: 

"SECTION 3. AMENDMENT. Section 57-43.2-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2-01. (Contingent effective date - See note • Effective through 
June 30, ~ 2QQQ) Definitions. As used In this chapter, unless the context 
otherwise requires: 

(2) DESK, (2) COMM 

1. 11Agricultural purpose" means the science, art, and business of farming. It 
includes raising crops, ranching, beekeeping, tree nurseries, agricultural 
units of colleges and universities, custom combining, manure spreading, 
and stack moving operations. Fuel used for an agricultural purpose 
Includes fuel used in a vehicle, engine, or machine, movable or 
Immovable, operated in whole or In part by Internal combustion. It does 
not Include fuel used to operate a licensed motor vehicle. 

2. 11Blodlesel11 means a biodegradable, combustible liquid fuel that is derived 
from vegetable oil or animal fat and which Is suitable for blending with 
diesel fuel for use In Internal combustion diesel engines. 

3. 11Commissioner11 means the state tax commissioner. 

4. "Common carrier" or 11contract carrler11 means a person Involved In the 
movement of special fuel from a terminal or movement of special fuel 
Imported Into this state, who Is not an owner of the special fuel. 

5. 11Consumer11 means a user of special fuel Including any person purchasing 
special fuel In this state for use In a licensed motor vehicle; any person 
Importing special fuel Into this state or purchasing special fuel In this state 
for use as heating fuel, or for an agricultural, lndustriai, or railroad purpose; 
or any person purchasing special fuel In this state for use In recreational or 
any other types of motor vehicles. It does not Include a person Importing 
or purchasing special fuel for resale. 

6. "Destination state" means any state, territory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage facility, 
receptacle, container, or any other type of transportation equipment, for 
the purposes of resale or use. 

7. 11Dlrector 11 means the director of the department of transportation. 

8. 11Dlstrlbutor 11 means a person, other than a retailer, who acquires special 
fuel from a refiner or supplier for subsequent wholesale distribution In bulk 
or transport load by truck, rallcar, or in a barrel, drum, or other receptacle. 
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9. "Dyed special fuel" means special fuel to which an Indelible dye meeting 
United Statee environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a 
terminal or refinery rack. 

10. "Export" means the delivery of special fuel across the boundaries of this 
state from a place of origin In this state by or for a refiner, supplier, or 
distributor. 

11. "Exporter" means a refiner, supplier, or distributor who exports special fuel 
out of this state In bulk or transport load by truck, rallcar, or In a barrel, 
drum, or other receptacle. 

12. "Gallon" means a United States gallon [3.79 liters] measured on a gross 
volume basis. 

13. "Gross volume" means measurement In United States gallons [3. 79 liters] 
without temperature or barometric adjustments. 

14. "Heating fuel use" means use of special fuel to heat homes, private and 
public office buildings, or private and public commercial buildings or use of 
special fuel in stoves or burners or for any other heating purposes. 

15. "Highway purpose" means any use of special fuel in any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads or highways, but does not Include that special fuel used for heating 
of oils, gravel, bituminous mixture, or In any equipment used In the 
preparation of any materials to be used on any type of road or highway 
surfacing. 

16. 11 lmportu means the delivery of special fuel across the boundaries qf this 
state from a place of origin outside this state by a refiner, supplier, or 
distributor. 

17. "Importer" means a refiner, supplier, or distributor who Imports special fuel 
into this state In bulk or transport load by truck, railcar, or In a barrel, drum, 
or other receptacle. 

18. "Industrial purpose 11 means: 

a. A manufacturing, warehousing, or loading dock operation; 

b. Construction; 

c. Sand and gravel processing; 

d. Well drilling, well testing, or well servicing; 

e. Maintenance of business premises, golf courses, or cemeteries; 

f. A commercial or contract painting operation; 

g. Electrical services; 

h. A refrigeration unit on a truck; 

I. A power•take-off unit; and 
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Fuel used for an Industrial purpose Includes fuel used In a vehicle, engine, 
or machine, movable or Immovable, operated In whole or In part by 
Internal combustion. It does not Include hdatlng fuel, fuel used for an 
agricultural purpose, fuel used for a railroad purpose, or fuel used to 
operate a licensed motor vehicle. 

19. Nlnterstate motor carrier" means any person Importing special fuel Into this 
state In the fuel supply tank or tanks of any motor VElhlcle or combination 
of vehicles used, designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kilograms}; or having three or more axles 
regardless of weight; Is used In combination when the weight of such 
combination exceeds twenty-six thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In the case of motor vehicles that are leased or 
rented, the Interstate motor carrier means the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 

20. "Licensed motor vehicle" means any motor vehicle licensed for operation 
upon public roads or highways, but does not Include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 

21. "Motor vehicle" means a vehicle, engine, or ma,~hlne, movable or 
Immovable, operated In whole or in part by Internal combustion using one 
or more of the special fuels defined In this chapter but does not Include 
aircraft. 

22. "Person" means every Individual, partnership, firm, association, joint 
venture, corporation, limited liability company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

23, "Physical Inventory readlng11 means a measurement of special fuel 
available for distribution In a terminal, an underground storage tank, an 
aboveground storage tank, or In a tank wagon, bulk delivery vehicle, 
rallcar, barrel, drum, or other receptacle. 

24. 11Posltlon holder11 means a person holding an Inventory position of special 
fuel In a terminal as reflected on the records of the terminal operator, a 
person holding the Inventory position when that person has a contractual 
agreement with the terminal operator for the use of storage facilities or 
termlnallng services at a terminal, and a terminal operator who owns 
special fuel In a terminal. 

25. "Public road or highway" means every way or place generally open to the 
use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwithstanding that It may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or 
maintenance. 

26. '1Raok 11 means A mechanism used to dispense special fuel from a terminal. 

27, "Railroad purpose" means the operation of railroad locomotives and the 
construction/ reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
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28. 

29. 

30. 

31. 

locomotive, and fuel used in a motor vehicle for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not include 
fuel used In a licensed motor vehicle. 

11Aefiner11 means a person who produces, manufactures, or refines special 
fuels In this state. 

11Retall location" means a site at which special fuel Is dispensed through a 
pump from an underground or aboveground storage unit into the supply 
tank of a motor vehicle. 

11Aetailer 0 means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

"Sale" means, with respect to special fuel, the transfer of title or 
possession, exchange, or barter, conditional or otherwise, In any manner 
or by any means, for a consideration. 

32. "Special fuel" means all combustible gases and liquids suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gases, all gases 
and liquids which meet the specifications as determined by the state 
department of health pursuant to the provisions of section 19-10-10, as 
well as all liquids determined by the state department ot health to be 
heat Ing oil pursuant to the provisions of section 19-10-10, except that It 
does not include either motor vehicle fuels as defined in section 
57-43.1-01, aviation fuels as defined In section 57-43.3-01, or antifreeze 
as defined by section 19-16.1-02. 

33. 11Suppller11 means a refiner who distributes special fuel from a terminal In 
this state, or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, for 
sturi..lge at and distribution from a terminal, or a person who acquires 
special fuel by truck or rallcar for storage at and distribution from a 
terminal In this state. 

34. 11Taxpa,yer 11 means a refiner, supplier, distributor, Importer, exporter, 
terminal operator, or retailer. 

35. 11Terrnlnal 11 means a special fuel storage and distribution faclllty that Is 
supplied by a refinery or pipeline and from which the special fuel may be 
removed from the rack. 

36. 11Termlnal operator11 means a person who by ownership or contractual 
agreement Is charged with the responsibility for, or physical control over, 
and operation of a terminal. If a terminal Is owned by uoventurers, 
11terminal operator" means the person appointed to exercise the 
responsibility for, or physical control over, and operation of the terminal. 

37. "Wholesale dlstrlbutlon11 means the sale of special fuel by a supplier or 
distributor. 

(Effective after June 30, a993 2005) Definitions. As used In this chapter, 
unless the context otherwise requires: 

1. 11Agrlcultural purpose 11 means the science, art, and business of farming. It 
Includes raising crops, ranching, beekeeping, tree nurseries, agrlcultural 

(2) oesK, (2) COMM Page No. 5 HR-e6-125e 

/ 

vf 

40 



,,, ·~. 
' "' 

REPORT OF CONFERENCE COMMITTEE (420) 
Aprll 10, 2003 8:26 a.m. 

Module No: HR-65-7256 

Insert LC: 30455.0206 

units of colleges and universities, custom combining, manure spreading, 
and stack moving operations. Fuel used for an agricultural purpose 
includes fuel usad In a vehicle, engine, or machine, movable or 
Immovable, operat•>d In whole or In part by Internal combustion. It does 
not Include fuel usetl to operate a licensed motor vehicle. 

2. 11Commlssloner11 means the state tax commissioner. 

3. 11Common carrier" or 11contract carrler11 means a person Involved In the 
movement of special fuel from a terminal or movement of special fuel 
Imported Into this state, who Is not an owner of the special fuel. 

4. 11Consumer11 mean,; 1 user of special fuel Including an}, person purchasing 
special fuel In thl~ state for use In a licensed motor vehicle; any person 
Importing special fuel Into this state or purchasing special fuel In thli; state 
for use as heating fuel, or for an agricultural, Industrial, or railroad purpose; 
or any person purchasing special fuel In this state for use in recreational or 
any other types of motor vehicles. It does not in,clude a person Importing 
or purchasing special fuel for resale. 

5. "Destination state" means any state, territory, foreign country, or sovereign 
nation to which special fuel Is directed for delivery Into a storage facility, 
receptacle, container, or any other type of transportation equipment, for 
the purposes of resale or use. 

6. "Director" means the director of the department of transportation. 

7. 11Distrlbutor" means a person, other than a retailer, who acquires special 
fuel from a refiner or supplier for subsequent wholesale distribution In bulk 
or transport load by truck, rallcar, or In a barrel, drum, or other receptacle. 

8. "Dyed special fuel" means speclal fuel to which an Indelible dye meeting 
United States environmental protection agency and Internal revenue 
service regulations has been added before or upon withdrawal at a 
terminal or refinery rack. 

9. "Export11 means the delivery of spacial fuel across the boundaries of this 
state from a place of origin In this state by or for a refiner, supplier, or 
distributor. 

1 o. 11Exporter" means a refiner, supplier, or distributor who exports special fuel 
out of this state In bulk or transport load by truckt railcar, or In a barrel, 
drum, or other receptacle. 

11. "Gallon" means a United States gallon [3. 79 liters] measured on a gross 
volume basis. 

12. "Gmss volume" means measurement In United States gallons [3,79 liters] 
without temperature or barometric adjustments. 

13. "Heating fuel use" means use of special fuel to heat homes, private and 
publl(: office buildings, or private and public commercial buildings or use of 
specli:11 fuel In stoves or burners or for any other heating purposes. 

14. "Highway purpose" means any use of special fuel In any motor vehicle In 
any phase of construction, reconstruction, repair, or maintenance of public 
roads m highways, but does not Include that special fuel used for heating 
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of oils, gravel, bituminous mixture, C'lr In any equipment used In thb 
preparation of any materials to be us,3d on any type of road or highway 
surfacing. 

11lmport 11 means the delivery of special fuel across the boundaries of this 
state from a place of origin outside, this state by a refiner, supplier, or 
distributor. 

"Importer" means a refiner, supplier, or distributor who Imports special fuel 
Into this state In bulk or transport load by truck, rallcar, or In a barrel, drum, 
or other receptacle. 

11lndustrlal purpose 11 means: 

a. A manufacturing, warehousing, or loading dock operation; 

b. Construction; 

c. Sand and gravel processIn,1; 

d. Well drilling, well testing, or well servicing; 

e. Maintenance of business premises, golf courses, or cemeteries; 

f. A commercial or contract painting operation; 

g. Electrlr.:al services; 

h. A refrigeration unit on a truck; 

i. A power .. takewoff unit; and 

j. Other similar business activity. 

Fuel used for an industrial purpose Includes fuel used In a vehicle, engine, 
or machine, movable or Immovable, operated In whol<~ or In part by 
internal combustion. It does not Include heating fuel, tuel used for an 
agricultural purpose, fuel used for a railroad purposi,, or fuel used to 
operate a licensed motor vehicle. 

18. 11lnterstate motor cc\rrler 11 means any person Importing special fuel Into this 
state In the fuel supply tank or tanks of any motor vehlcle or combination 
of vehicles used, designed, or maintained for transportation of persons or 
property; and having two axles and a gross weight exceeding twenty-six 
thousand pounds [1179.3401 kllograms]; or having three or more axles 
regardle$S of weight; Is used In combination wlien the weight of such 
combination exceeds tv-.1entyuslx thousand pounds [1179.3401 kilograms] 
gross vehicle weight. In the case of motor vehicles that are leased or 
rented, the lnterstaru motor carrl0r means the lessee or renter unless the 
director has designated the lessor, renter, or some other person as the 
Interstate motor carrier. 

19. 11Llcensed motor vehlcle 11 means any motor vehicle licensed for operation 
upon public roads or highways, but does not Include a vehicle with a 
permanently mounted manure spreader or stack moving unit. 
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20. "Motor vehlcle 11 means a vehicle, engine, or machine, movable or 
Immovable, operated In whole or In part by Internal combustion using one 
or more of the spec la I fuels defined In this chapter but does not Include 
aircraft. 

21. 11Person 11 means every Individual, partnership, firm, association, joint 
venture, corporation, llmlted llablllty company, estate, business trust, 
receiver, or any other group or combination acting as a unit. 

22. "Physical Inventory reading" means a measurement of specif.4I fuel 
available for distribution in a terminal, an underground storage tank, an 
aboveground storage tank, or In a tank wagon, bulk delivery vehicle, 
rallcar, barrel, drum, or other receptacle. 

23. "Position holder" means a person holding an inventory position of special 
fuel In a terminal as reflected on the records of the terminal operator, a 
person holding the Inventory position when that porson has a contractual 
agreement with the terminal operator for the USE'/ of storage facilities or 
terminallng services at a terminal! and a terminal operator who owns 
special fuel In a terminal. 

24. 11Publlc road or highway" means every way or place generally open to the 
use of the public as a matter of right, for the purpose of motor vehicle 
travel, notwithstanding that It may be temporarily closed or subject to 
restricted travel due to construction, reconstruction, repair, or 
maintenance. 

25. 11 Rack 11 means a mechanism used to dispense special fuel from a terminal. 

26. "Railroad purpose11 means the operation of railroad locomotives and the 
construction, reconstruction, repair, and maintenance of railroads. Fuel 
used for a railroad purpose Includes fuel used to operate a railroad 
locomotive, and fuel used In a motor vehlck~ for purposes of construction, 
reconstruction, repair, and maintenance of railroads. It does not include 
fuel used In a licensed motor vehicle. 

27. 11 Reflner 11 means a person who produces, manufactures, or refines special 
fuels In this state. 

28. 11Retall location" means a site at which special fuel Is dispensed through a 
pump from an underground or aboveground storage unit Into the supply 
tank of a motor vehicle. 

29. 11 Retaller 11 means a person who acquires special fuel from a supplier or 
distributor for resale to a consumer at a retail location. 

30. 11Sa.le11 means, with respect to special fuel, the transfer of title or 
possession, exchange, or barter, conditional or otherwise, In any manner 
or by any means, for a consideration. 

31. "Special fuel" means all combustible gases and liquids suitable for the 
generation of power for propulsion of motor vehicles and Includes 
compressed natural gas, kerosene, liquefied petroleum gases, all gases 
and llqulds which meet the specifications as determined by the state 
department of health pursuant to the provisions of section 19-10-1 o, as 
well as all liquids determined by the state department of health to be 
heating oll pursuant to the provisions of section 19-10-10, except that It 
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does not Include either motor vehicle fuels as defined In section 
► 57-43.1-01, aviation fuels as defined In section 57-43.3-01, or antifreeze 

as defined by section 19-16.1-02. 

32. 11Suppller 11 means a refiner who distributes special fuel from a terminal in 
this state, or a person who acquires special fuel by pipeline from a state, 
territory, or possession of the United States or from a foreign country, tor 
storage at and distribution from a terminal, or a person who acquires 
special fuel by truck or rallcar for storage at and distribution from a 
terminal In this state. 

33. "Taxpayer" means a refiner, supplier, distributor, Importer, exporter, 
terminal operator! or retailer. 

34. 11Terminal 11 means a special fuel storage and distribution facility that Is 
supplied by a refinery or pipeline and from which the special fuel may be 
removed from the rack. 

35. 11Termlnal operator11 means a person who by ownership or contractual 
agreement is charged with the responsibility for, or physical control over, 
and operation of a terminal. If a terminal Is owned by coventurers, 
11termlnal operator" means the person appointed to exercise the 
responsibility for, or physical control over, and operation of the terminal. 

36. "Wholesale distribution" means the sale of special fuel by a supplier or 
distributor. 

SECTION 4. AMENDMENT. Section 57-43.2-02 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-43.2--02. (Contingent effective date • See note • Effective through 
June 30, a898 2.QQQ) Tax Imposed. 

1. Except as otherwise provld ~d in this chapter, an excise tax of twenty-one 
cents per gallon [3.79 liters] ls Imposed on the sale or delivery of all 
special fuel sold or used In this state. For the purpose of determining the 
tax upon compressed natural gas under this section, one hundred twenty 
cubic feet [3.40 cubic meters] of compressed natural gas Is equal to one 
gallon (3. 79 liters] of other special fuel. The tax under this subsection Is 
reduced by one and five-hundredths cents per gallon [3. 79 liters] on the 
sale or delivery of diesel fuel that contains at least two percent blodlesel 
fuel by weight. 

2. A supplier, distributor, or retailer shall remit the tax Imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax Imposed by this section does not apply on sales 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 a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 

4. The person required to remit the tax Imposed by this section shall pass the 
tax on to the customer. 

5. 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 special fuel was sold or used by the person. 
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W~:en 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 mall, 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. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

(Effective after June 30, rn 2005) Tax Imposed. 

1. Except as otherwise provided in this chapter, an excise tax of twenty-one 
cents per gallon [3. 79 liters] Is Imposed on the sale or delivery of all 
special fuel sold or used in this state. For the purpose of determining the 
tax upon compressed natural gas under this section, one hundred twenty 
cubic feet [3.40 cubic meters] of compressed natural gas is equal to one 
gallon [3. 79 liters) of other special fuel. 

2. A supplier, distributor, or retailer shall remit the tax Imposed by this section 
on special fuel used and on direct sales of special fuel to a customer. 

3. The tax imposed by this section does not apply on sales by a supplier to 
another supplier, on a sale by a supplier to a distributor, on a sale by a 
distributor to anoti1er distributor, on a sale by a distributor to a retailer, on 
an export, or on a sale to an exempt consumer. 

4. The person required to remit the tax imposed by this section shall pass the 
tax on to the customer. 

5. 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 special fuel was sold or used by the person. 
When the twenty-fifth day of the calendE\r 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. 

6. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

SECTION 5. AMENDMENT. Section 57-43.2·03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-43.2•03. (Contingent effective date • See nota - Effective through 
June 30, 2993 gQQ§) Special excise tax levled. 

(?.) DESK, (2) COMM 

1. Except as otherwise provided In this chapter, a special excise tax of two 
percent Is Imposed on all sales of special fuels, which are exempted from 
the tax Imposed under section 57-43.2-02. The tax under this subsection 
Is reduced to one and nine-tenths percent on all sales of diesel fuel that 
contains at least two percent blodiesel fuel by weight. 
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2. A consumer Importing special fuel Into this state, for a purpose for which 
the special fuel Is taxable under this section, Is liable for the tax. The 
commissioner shall collect the tax from the consumer Importing the fuel. 

3. If any fuel subject to tax by this section Wc1S subject to tax in any other 
state or Its political subdivisions, the tnx in this s0ction applies but at a rate 
measured by the difference between trie rate Imposed In this section and 
the rate Imposed by the other state or Its political subdivisions. If the tax 
imposed by the olh{•)r state or Its political subdivisions Is the same or 
greater than the tax imposed by this section, no tax Is due. 

4. An Invoice, sales ticket, or other sales document Issued or created 
covering a sale taxable under this section must Identify the consumer to 
whom the sale was made, specify the purpose for which the special fuel 
was sold, and specify whether the fuel was dyed for tax exemption 
purposes. 

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

6. The person required to remit the tax Imposed by this section shall pass the 
tax on to the consumer. 

7. 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 speclai 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. 'fllhen payment Is made by mall, 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. 

8. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

(Effective after June 30, ™ 2005) Sr,;eclal excise tax levied. 

1. Except as otherwise provided In this chapter, a special excise tax of two 
percent Is Imposed on all sales of special fuels, which are exempted from 
the tax Imposed under section 57-43.2-02. 

2. A consumer importing special fuel Into this state, for a purpose for which 
the special fuel Is taxable under this section, Is liable for the tax. The 
commissioner shall collect the tax from the consumer Importing the fuel. 

3. If any fuel subject to tax by this section was subject to tax In any other 
state or Its political subdivisions, the tax In this section applies but at a rate 
measured by the difference between the rate Imposed In this section and 
the rate Imposed by the other state or Its political subdivisions. If the tax 
Imposed by the other state or Its political subdivisions Is the same or 
greater th,1r, the tax Imposed by this section, no tax Is due. 

4. An Invoice, sales ticket, or other sales document Issued or created 
covering a sale taxable under this section must Identify the consumer to 
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whom the sale was made, specify the purpose for which the special fuel 
was sold, and specify whether the fuel was dyed for tax exemption 
purposes. 

5. The tax Imposed by this section does not apply on a sale by a supplier to 
another supnlier, a sale by a supplier to a distributor, a sale by a distributor 
to another distributor, a sale by a distributor to a retailer, an export, or a 
sale to an exempt consumer. 

6. The person required to remit the tax Imposed by this section shall pass the 
tax on to the co11sumer. 

7. 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 special 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 mall, 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. 

8. The commissioner shall pay over all of the money received during each 
calendar month to the state treasurer. 

SECTION 8. EFFECTIVE DATE. Sections 1, 3, 4, and 5 of this Act are 
effective on the first day of the first month after the tax commissioner certifies to the 
governor and the office of the legislative council that a refining facility Is operational In 
this state which has a production capacity of at least ten million gallons (37854000 
liters] of blodlesel per year. Section 2 of this Act Is effective for taxable years beginning 
after December 31, 2002. 

SECTION 7. EXPIRATION DATE. Sections 1, 3, 4, and 5 of this Act are 
effective for taxable events occurring from the effective date of this Act through 
June 30, 2005, and are thereafter lneffectlve. 11 

Renumber accordingly 

Engrossed HB 1309 was placed on the Seventh order of business on the calendar. 
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HB 1309 
BiodieselContent of Fuels 

Representative Pam Gulleson 
District 26 

I have re-introduced a biodiesel bill again this session because I am convinced that 

as one of the nations leaders in oil seed production that we have an opportunity 

before us that we need to embrace. In the United States, 52% of the petroleum 

used is imported. With continued turmoil in the Middle East and escalating talk of 

war in that region, it is more important than ever that we identify alternative forms 

of energy. By advancing the use of biodiesel here at home, we can play as 

important a role in national energy security as we currently do in food security. 

\ _,.-, Biodiesel is the name for a variety of fuels made from vegetable oils, such as 

soybean or sunflower, or animal fats. The concept of using vegetable oil as a fuel 

dates back to 1895 when Dr. Rudolf Diesel developed the first diesel engine to run 

on vegetable oil. Dr. Diesel demonstated his engine at the World Exhibition in 

Paris in 1900 using peanut oil as fuel. Biodiesel is the only alternative fuel that 

can be used directly in any existing, unmodified diesel engine. It provides superior 

fuel lubricity, even at very low blend levels. Because it has similar properties to 

petroleum diesel fuel, biodiesel can be blended in any ratio with petroleum diesel 

fuel. Paul Feyereisen from the State Fleet Service has been incorporating 

biodiesel into the fleet vehicles in this state throughout the last two years with very 

good results. Throughout this past season, he used 20% biodiesel in the entire 

Fargo region fleet, with absolutely no problems or concerns raised by operators or 

mechanics. 
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The advantages for introducing Biodiesel in this state are tremendous. ND's 

annual diesel usage is 162 million gaUons. A 2% biodiesel blend equates to 3,1 

million bushel of North Dakota's soybean production. This isn ,t a large amount, 

but it is a start. Producing biodiesel from soybeans and other domestic crops 

provides an additional use for our oilseed crops, increasing revenue to our 

farmers. By adding value to our product, we take it one step up the chain and 

create valuable jobs to support the processing of the oilseeds into biodiesel. It is a 

domestically produced, renewable resource that would allow us to be less 

dependant on foreign petroleum for our nations fuel supply. It is biodegradable 

and meets the standards for lower sulfur levels that the National Energy Policy Act 

will require by 2007. 

-~ Securing energy independenc~ is good public policy. Creating access to domestic 

renewable alternative fuels is good public policy. More than ever, this bill is the 

right direction for North Dakota. 
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ENGINE MANUFACTURER'S POLICIES ON THE USE OF BIODIESEL 

11- majority of Engine Manufacturers suppgrt use of Blodbsel. 
Following Is a summary list of their positions. 

Manufacturer Policy 
Cummins Open Use up to 5% volume 

;ntemational Open Use up to 20% volume 
Caterpillar Open Use up to 100'% volume 

Detroit Diesel * Open use up to 20% volume 
GMC Biodiesel has not been validated for use 

in 6.5 or 6.6 Liter engines 
John Deere DIN 51606 or equivalent up to 100% volume 

MACK To Be Determined 

Biocilesel in and of itself wm not void engine warrantys. 

* Fallun,s attributed to Um use of blodleeel fuel, or blends of blodlesel wtll not be coverad by DOC product wamtnty. 
- Englr~ l'iianufaclures do not warranty any fuel. 
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BOARD Blodlesel Myths and Facts 

Myth: Blodlesel causes degradation of engine gaskets and seals. 
Fact. The recent switch ro low~sulfur diesel fuel has caused most Orlglnal Equipment 
Manufacturers (OEMs) to switch to components that are also suitable for use with 
blodlesel. In general, blodlesel used In pure form can soften and degrade certain 1ypes 
of elastomers and natural rubber compounds over time. Using high percent blends can 
Impact fuel system components (prlmarlly fuel hoses and fuel pump seals) that contain 
elastomer compounds Incompatible with blodlesel, although the effect Is lessened as 
the blodlesel blerld level Is decreased. Experience during the last seven years with 820 
has found that no changes to gaskets or hoses are necessary. 

Myth: No objective biodlesel fuel formulation standard exists. 
fot"{': The blodlesel Industry has been active In setting standards for blodlessl since 
1994 wlien the first blodlesel taskforce was formed within the American Socle1y for 
Testing and Materials (ASTM). ASTM approved a provisional standard for biodiesel 
(ASTM PS 121) In July of 1999. The final speclflcat!on (D-6751) was Issued in December 
200 I. Coples of specifications are available from ASTM at http://wwwAJstm.org. 

Myth: Blodlesel does not have sufficient shelf life. 
Fact: Most fuel today Is used up long bofore six months, and many petroleum 
companies do not recommend storing petroleum diesel for more than six months. The 
currant Industry recommendation Is that blodlesel be used within six months, or 
reanalyzed after six monthti to ensure the fuel meets ASTM specifications (D-6751 ). A 
longer shelf life Is possible depending on the fuel composition and the us~ of storage
enhancing additives. 

Myth: Engine warranty coverage would be at risk. 
Fact The use of blodlesel In existing diesel engines does not void parts and materials 
woncmanshlp warranties of any engine manufacturer. 

Myth: The U.S. lacks the Infrastructure to prevent shortages of the product. 
fa(:t: There are 13 companies that have Invested mlutons of dollars Into the 
development of the blodlesel manufacturing plants actively marketing blodlesel. 
Based on existing dedicated blodiesel processing capacity and long-term production 
agreerr.ents, more than 200 million gallons of blodlesel capacity currently exists. Many 
facl!ltles are capable of doubling their production capacity within 18 months. 

Myth: There ls no government program to support development of a biodiesel Industry. 
Fact. The U.S. Department of Agriculture announced In January 2001 the 
Implementation of the first program providing cost Incentives for the production of 36 
mllllon gallons of blodlesel. BIiis supporting the use of blodlesel and ethanol were also 
Introduced to the U.S. Congress In 2001, Including one that would set a renewable 
standard for fuel In the U.S. and one that would give blodlesel a partial fuel excise tax 
exemption. More than a dozen states have passed favorable blodlesel legislation. 
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Bfodfesel Myths and Facts 

Myth: Blodlesel Is an experimental fuel and has not been thoroughly tested. 
Fact: Blodlesel Is one of the most thoroughly tested alternative fuels on the market. A 
number of Independent studies have been completed with the results showing 
biodlesel performs slmllar to petroleum diesel while benefiting the environment and 
human health compared to diesel. That research includes studies performed by the 
U.S. Department of Energy, the U.S. Department of Agriculture, Stanadyne Automotive 
Corp. (the largest diesel fuel Injection equipment manufacturer In the U.S.), Lovelace 
Respiratory Research Institute, and Southwest Research Institute. Blodiesel Is the first and 
only alternative fuel to have completed the rigorous Health Effecis testing requirements 
of the Clean Air Act. Biodiesel has been proven to perform similarly to diesel In more 40 
miUlon successful road miles in virtually all types of diesel engines, countless off-road 
miles and countless marine hours. Currently more than 100 major fleets use the fuel. 

Myth: Biodlesel does not perform as well as diesel. 
Fact: One of the major advantages of blodlesel Is the fact that It can be used In 
existing engines and fuel Injection equipment with little impact to operating 
performance. Blodlesel has a higher cetane number than U.S. diesel fuel. In more than 
30 mllllon mlles of in-field demonstrations, 820 showed similar fuel consumption, 
horsepower, torque, and haulage rates as conventional diesel fuel. Blodlesel also has 
superior lubricity and It has the highest BTU content of any alternative fuel (foll:ng In the 
range between # 1 and #2 diesel fuel). 

Myth: Blodlesel doesn't perform well In cold weather. 
fact: Blodlesel will gel in very cold temperatures, just as the common #2 diesel does. 
Although pure blodlesel has a higher cloud point than #2 diesel fuel, typical blends of 
20% blodlesel are managed with the same fuel management techniques as #2 diesel. 
Blends of 5% blodlesel and less have virtually no lmpac:t on cold flow. 

Myth: Biodlesel causes filters to plug. 
Fact: Blodlesel can be operated In any diesel engine with little or no modification to 
the engine or the fuel system. Pure biodlesel (B100) has a solvent effect, which may 
release deposits accumulated on tank walls and pipes from previous dlesel fuel use. 
With t1lgh blends of blodlesel. the release of deposits may clog filters Initially and 
precautions should be taken to replace fuel filters until the petroleum build-up Is 
eliminated. This Issue is less prevalent with 820 blends, and there is no evidence that 
lower-bland levels such as B2 have caused filters to plug. 

Myth: A low-blend of blodlesel In diesel fuel will cost too much. 
Fact: Using a 2% blend of blodlesel Is estimated to Increase the cost of dlesel by 2 or 3 
cents per gallon, Including the fuel. transportatlon, storage and blending costs. Any 
Increase In cost will be accompanied by an Increase In diesel quality since low-blend 
levels of blodlesel greatly enhance the lubricity of diesel fuel. 
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Chairman Belter and committee members of the Finance & 
Taxation Committee. My name is ~rry-~o~~~,i:'and I am an 
agriculture producer from ~~~n Ricfiland County North 
Dakota. I am in support of lffi. i"i02J 

There are several reasonsI1iiieve it is time to move ahead with 
the use ofBiodiesel in the state of North Dakota. 

In the United States, 52% of the petroleum used is imported. 
Our reliance on foreign suppliers is costing us billions if not 
trillions to protect that supply. But we have not done enough to 
protect and develop our own domestic supplies of renewable fuel. 
If we would, there would be an expansion of a fairly new industry, 
thereby helping the economic base in the state of North Dakota and 
the US. Ag producers have done a great job of growing fiber and 
food for all, and we want to grow the energy, produced right here 
in North Dakota, for your use and the future of our state. Support 
of biodiesl will be good for the economy. 

In North Dakota we don't worry too much about the 
environment and what we put into it. A study by EPA ( attached) 
revea]s that "long tenn exposure to diesel exhaust will likely cause 
lung cancer". By using biodiesel the hydrocarbon and particulate 
emissions will be greatly reduced. Also a study shows a diesel 
engine school bus sitting by a curb will have the same amount of 
fumes and pollutants in the bus as outside after 20 minutes. 
Attached is an article on a school district using biodiesel to solve 
some of this problem. Support ofbiodiesel will help protect our 
environment and our children. 

Again our reliance on foreign supplies of energy put our 
country at risk of not having enough to meet the needs of the 
people of the US and North Dakota. Use ofbiodiesel will take off 
the pressure of that 52% reliance on foreign supplies giving us a 
more secure source and domestic supply of energy for today and 
into the future. Support of biodiesl will assist in energy security 
for us today and far into the future. 

f mat Ion systems for microfilming ond 
oduct Ions of records deli verod to Modern In or f con Not Iona l Stendords 1 nst I tute 

lho mlcrournphfc fmngeslon this f~l~fri~sf~~~;~t\~:p~otogrephlc proceols mee
1
ts ~~~nd:~i~ ~1;1t:0ff:;, It hl due to tho quollty of t'io 

ware f ll med i" the regu or !~ours NOTI Cf;. l f tho f I l mecl Imago eb,ovo Is ess eg e 
(~NSI) for 11 rchlvnl mlcrof m. .. < ~-). ,.... \,.. l 1Q/f;, /{} ~ ..,,,.~nt being filmed, L l ~· \£_ 1• Dote' · 

/ 

vf 



( 

)l! ' 
I, ·" I .'fn/-' :: ) 

Now is the time to help build a new industry, use more 
renewable energy, help an ag economy we already have and build 
a clean future for ourselves and our children. Economy, 
Environment and Energy Security. Seems like very good reasons 
to use and promote biodiesel. We just need some help to get it all 
going. I urge you to pass HB 1309. Thank you. 

Teny Goerger 

~~ 
8475 CoRd3 
Mantador, ND 58058 
701-242 ... 7007 
tgrgr@rrt.net 
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Roger Johnson 
Agriculture Commissioner 
www .agdepartment.com 

icult 

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

Testimony of Roger Johnson 
Agriculture Commissioner 

House Bill 1309 
House Finance & Taxation Committee 

Fort Totten Room 
January 22, 2003 

Phone 
Toll Free 
Fax 

(701) 328-2231 
(800) 242-7535 
(701) 328-4567 

Chainnan Belter and members of the Finance & Taxation Committee, I am Agriculture 

Commissioner Roger Johnson. I am here today in support of HB 1309, which relates to a 

biodiescl fuel mandate and a cotporate income tax credit for a portion of the cost of retrofitting a 

facility for producing or blending diesel fuel containing biodiesel fuel. 

This legislation would require that diesel fuel contain 2% biodiesel by July l, 2007, provided that 

plants in this state have a production capacity that exceeds five million gallons and provided that 

a federal incentive is in place that reduces the price of fuel containing biodiesel by 2%. These 

provisions are appropriate and should seem to provide ample "ramp up" time and appropriate 

predictability for the industry. This legislation also provides a corporate income tax credit of 

16% per year for five years on the costs incurred to retrofit a facility to produce biodiesel. 

Biodiesel is the name for a variety of ester-based oxygenated fuels made from soybean oil or 

other vegetable or animal fats, Biodiesel can be used as a pure fuel and as a blending stock with 
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petrodiesel. According to the ND Soybean Council, 25 retail locations in North Dakota currently 

offer biodiesel for sale to their customers. 

Although biodiesel can be made from vegetable or animal plants, North Dakota's focus is 

primarily on biodiesel produced from soybean oil. Soybeans are a plentiful cash crop in North 

Dakota, with Cac;s County as the #1 soybean producing county in the country (2001). 

Based on statistics compiled by the North Dakota Soybean Growers Association, approximately 

3% of North Dakota's soybean production would be processed and utilized as biodiesel if the 2% 

biodiesel requirement in diesel fuel was put in place. North Dakota':; annual diesel usage is 

approximately 162,422,000 gallons. The ND State Fleet's annual diesel usage is 900,000 

gallons. 

Biodiesel can be substituted for petrolewn diesel in virtually any standardized diesel engine. 

And, used in small percentages (as proposed in this legislation) biodiesel can dramatically 

increase the lubricity of diesel fuel. Since th.e implementation of EPA regulations that require 

reduced sulfur content in diesel fuel from 5000 to 500 parts pe.r million, significant wear 

problems have emerged in high-pressure diesel fuel pumps. These problems are expected to 

increase as BP A attempts to phase in an additional sulfur content reduction of diesel fuel to 15 

parts per million by 2007. Biodiesel may very well be the best lubdcity m:uitive on the market, 

thus becoming an even more important renewable fuel. (A copy of "Commonly Asked 

Questions," compiled by the National Biodiesel Beard (February 2002) is attached for your 

information.) 
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We can and must do more to promote the production and usage ofrenewaht1· · .is such as 

biodiesel. The US marketplace is too often overlooked by agriculture as W<. focus on ai:quiring 

new international markets. Biodiesel and ethanol are great examples of new demand as opposed 

to displaced demand often resulting from new international markets. Both are important, but 

new demand results in a bigger pie, not just a bigger piece of the old pie. 

I believe that this legislation provides apprupriate incentives and requirements for the use of 

biodieseJ and I urge a do pass on this HB 1309. Chairman Belter and conunittee members, I 

would be happy to answe;,r any questions you may have. 
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Coalition Against Mandates 

The organizations listed below oppose government mandates, The free enterprise system should 
depend upon consumer choice and competition to determine the products offered in the 
market pince. 

Oovcrnmcnt mandating lhc offering of a certain product or s<.·rvicc is not necessary as consun1cr 
demand will create sdf-sustuining mmkcts. 

We want to make it eminently clear that we arc not against agriculture. We fully realize the 
importance of ngricultmc's vital role in the North Dakota economy. 

However. we oppose bad t:conomic policy. Mandates restrict competition. infringe on frec
entcrprisc, and can result in supply/distribution problems in the economy. What economic 
development message is being sent if government tells business which products must be sold and 
to consumers which products must be purchased'? 

Once government mandates one product, what product or service would be next? Would the 
government next dcciuc what type or tractors formers must own'? Wuuld there be a go\'crnrm-nt 
mandate indicating what type or meat a grocery store must sell? 

Associated General Cont, actors Bismarck/Mandan Development Association 

Bismarck/Mandan Chamber of Commerce Burlington Northern Sanln Fe Raih,·ay Company 

Caterpillar Devils Lake Chamber of Co111111crce 

E.W. Wylie Corporation Greater North Dakota /\ssociuion 

Lewis Truck Lines Midwest Motor Lxprcss 

North Dakota Grocers Association North Dakota Retail ;\ssocialion 

North Dakota Pdrolcum Council National Federation of lndcpcndcnl Business 

North Dakota Motor Carriers /\ssociation Ottertail Power Corporation 

PACE Local 7-10 North Dakota Petroleum Marketers Association 

Qwest Corporation Tesoro Petroleum 

Utility Shareholders of North Dakota J. 
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BIO DIESEL fl)d./l/l) 5/4.AilJ 

~4.IN POINTS 

1. STATE ECON'OMIC POLICY SHOULD NOT BE IN THE PRODUCT 
MANDATE BUSINESS, WHERE THE GOVERNMENT PICKS THE 
WINNERS AND LOSERS IN THE MARKETPLACE. LIKE OTHER 
PRODUCTS, BIQ .. DIESEL SHOULD MAKE ITS SUCCESS IN THE 
MARKETPLACE BASED ON THE QUALITY OF PRODUCT, 
COMPETITIVE PRICING AND CONSUl\fER DESIRE AND DEMAND. 

2. A BIO-DIESEL MANDATE WILL COST NORTH DAKOTA DIESEL 
CONSUMERS MILLIONS OF ADDITIONAL DOLLARS ANNUALLY. 
A MANDATE WOULD BE A SUBSTANTIAL "BIO DIESEL" TAX 
IMPOSED ON DIESEL CONSUMERS TO FURTIIER SUBSIDIZE BIO ... 
DIESEL PROCESSORS AND INVESTORS . 

. A ND BIO DIESEL MANDATE WILL NOT BENEFIT ND FARMERS, 
BUT WOULD BE VERY PROFITABLE TO A HANDFUL OF BIO 
DIESEL PROCESSORS AND INVESTORS. 

4. CLAIMS OF BIO DIESEL'S ENVIRONMENT AL BENEFITS IIA VE 
NOT BEEN ACCEPTED OR SUBSTANTIATED BY THE EPA. THE 
EPA HAS EXPRESSED CONCERNS OVER BIO DIESEL 
ENVIRONMENTAL CLAIMS. 

5. A ND BIO DIESEL MAN,DATE WOULD CRE,A.TE PROBLEMS FOR 
STATE DIESEL SUPPLIES, SHIPPING, HANDLING AND RETAIL 
SALES. ND DIESEL RETAILERS WILL LOSE BUSINESS TO 
STATES THAT DO NOT IMPOSE A BIO DIESEL MANDATE. 



6. ()PERA TORS OF DIESEL EQUIPMENT HA VE NOT RECEIVED 
DEFINITE ANSWERS FROM THEIR TRUCK AND ENGINE 
SUPPLIERS CONCERNING THE IMPACT OF BIO DIESEL ON 

....... \ ENGINE WARRANTIES. 

IS BIO DIESEL MANDATE A GOOD PUBLIC POLICY? 

NO. A BIO DIESEL PROVIDES NO REAL ECONOMIC AS A WHOLE. A 
MANDATE SIMPLY TAKES RESOURCES FROM A FEW SEGMENTS OF 
THE ECONOMY AND GIVE~ THOSE RESOURCES TO ANOTHER 
SEG1\1ENT. ESTIMATES OF COSTS GIVEN IN TESTIMONY IN 
MlNNESOTA ESTIMATED ADDING AN ADDITIONAL $.06 PER GALLON 
ON THE LOW END TO AS HIGH AS $.26 PER GALLON ON THE HIGH 
END. THIS \VOULD ADD AN ADDITIONAL $30,000,000 TO DIESEL 
CONSUMERS ON THE LOW END AND AN ADDITIONAL 129,000,000 IN 
THE HIG·H END. TIIESE NUMBERS ARE BASED UPON 496,000,000 
GALLONS OF DIESEL SOLD IN NORTH DAKOTA ANNUALLY. 
FARMERS!l SCHOOL DISTRICTS, BUS OPERATORS, CONSTRUCTION 
COMPANIES, AND TRUCKERS WILL BE THE HARDEST HIT BY A 

.. NDATE. 

CAN WE REALLY AFFORD TO HIT OUR ALL READY STRESSED 
PUBLIC EDUCATION SYSTEMS WITH ADDITIONAL OPERATING 
COSTS TO MAKE A HANDFUL OF BIO DIESEL INVESTORS 
WEALTIIY? 

IS BIO DIESEL MANDATE A GOOD AG POLICY? 

NO. THE PRICE OF THE NATIONAL COMMODITY PRICE OF 
SOYBEANS WILL NOT BE CHANGED WHETHER WE I-IA \lE BIO 
DIESEL OR NOT. THERE WILL NOT BE ANY SUBSTANTIAL 
ECONOMIC IMPROVEMENT IN COMMODITY PRICES DUE TO BIO 
DIESEL. BUT FARMERS WILL GET A SUBSTANTIAL INCREASE IN 
~ -~E COST FOR BIO DIESEL. A BIO DIESEL MANDATE SIMPLY 

· ... t.KES RESOURCES FROM CONSUMERS AND GIVES THOSE 
RESOURCES TO A HANDFUL OF BIO DIESEL INVESTORS. 
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WHAT ABOUT ENGINE WARRANTIES? 

ENGINE COMPANIES DO NOT WANT ADDITIONAL BOUTIQUE FUELS. 
'"&ll.JY HA VE SPENT ALL OF THEIR ENERGIES TRYING TO COMPLY 

fH THE 10/01 ENGINES AND NEW 2007 EMISSIONS RULES. THE 
ONLY TESTING THEY HA VE DONE SUBSTANTIALLY IS IN EUROPE. 
THEY HA VE FOUND TUA T ENGINE SEALS HA VE NOT LASTED AS 
LONG AS NORMAL DIESEL. THEIR BIGGEST FEAR CONCERNING 
BIO DIESEL IS BACTERIA GROWTH ON TUE BIO OIL BEING 
CO.NSIDERED A BIO HAZARD. ONE COMPANY GENERAL ELECT.RIC 
HAS NOTIJ?IED THE RAILROAD ASSOCIATION THAl' IT WOULD NOT 
HONOR ENGINE WARRANTIES IF BIO DIESEL WERE USED. 

REAL LOSS OF TRUCK STOP REVENUE? EVERY TIME A TRUCK 
STOPS HE GENERALLY SPENDS $25.00 IN ADDITION TO THE FUEL 
PlJRCHASED FOR BIS TRUCK. MOST LARGE TRUCKING COMPANIES 
DESIGNATE WHICH TRUC:K STOPS THEIR FLEETS ARE AUTHORIZED 
TO PURCHASE FUEL. TRUCKS HA VE ENOUGH TANK CAPACITY TO 

,,,;i.,· ..... 

r· MPLETELY BYPASS NORTH DAKOTA. TRUCKERS WILL PAY THE 
.llJEL TAX OWED TO 'ND BECAUSE OF THE MILES DRIVEN BUT THEY 
DON'T HA VE TO Blf\' FUEL. THE PETROLEUM PEOPLE ARE 
PROBABLY BETT}--;R SUITED TO TELL YOU THE ECONOMIC IMPACT 
OF TRUCKS BYPASSING NORTH DAKOTA. 

SUPPLY CHAIN. PROBLEMS? 
-.NE DO NOT HAVE .ADEQUATE SUPPLY CHAIN SYSTEMS TO HANDLE 
A MANDATE. TIIE PETROLElJM PEOPLE CAN BETTER ANSWER 
THESE QUESTIONS. DO YOU THINK THAT SUPPLIERS MIGHT LOSE 
SALES TO NEIGHBORING STATE DISTRIBUTORS WHO DO NOT HA VE 
A MANDATE? 



( 

L 

ARE EP1\ CLAIMS VALID? 
c'TNPROVEN EPA CLAIMS: TESTIMONY GIVEN IN MN CJ:IALl,ENGED 
0.E VALIDITY OF ANY EPA IMPROVEMENT WITH BIO DIESEL 
lLSPECIAI,LY AT A 2% LEVEL. EPA OFFICIALS WERE CONCERNED 
OVER THE CLAIMS OF ENVIRONMENT AL BENEFITS FROM BIO 
DIESEL. 

J 
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To: 
Mike Rush 
Association of American Rai I roads 

Dear Sir, 

This letter is notifying you and your members of the Implications of using blodfesel fuels 
in GE Transportation Systems locomotives. 

GE Transportation Systems will not honor any warra1nty claims on locomotives found to 
be using blcxUesel fuels. Blodlesel has not been proven to be an acceptable fuel for . 
either our FOL or HDL engfne families, and as such we cannot accept product failure 
responsibility resultinjJ from its use. 

The medium speed diesel engines, that are used In our locomotives, are designed to 
meet J)f1rformance and rellabillty goals based on tht, use of petroleum fuel oif . The 
addition of •bto" compon;ents Into ttte combustion pf'ocess can produce various In
cylinder problems and we cannot recommend the use of this fuel in GE Transportation 
Systems locomotives. 

Fin.ally. I would caution you arttd ~,our members on the use of blodiesel in any 
locomotives that are under re.gulatton by the USEPA. Biodlesel will void our eruss,ons 
warranty and shift the burden of emissions warranty compliance from the builder to the 
owner operator. · 

If you have any questions, please do not hesitate to call me at (303) 753-2253 

Thank you; 

Adam Oser 
GF: Transportation Systems 
Produd Development Manager 

Cc: J. Cooper 
V. Palekar 
P. Bedapudi 
a.· Corner 
0. McAndrew 
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TESTIMONY BEFORE THE HOUSE FINANCE AND 
TAXATION COMMITTEE 
Concerning HB1309 
January 22, 2003 
Dean Peterson, THE NORTH AMERICAN COAL 
CORPORATION 

Mr. Chairman and members of the Committee, my name is Dean 

Peterson. I am here today representing The North American Coal 

Corporation - North Dakota's largest lignite producer. North 

American Coal has two subsidiaries, The Coteau Properties 

Company and The Falkirk Mining Company that collectively 

produce over 23 million tons of lignite each year for energy 

conversion facilities located in ·North Dakota. 

Subsection 3 of section I provides for an exemption for "off-road 

coal mining equipment and machinery" from the provisions of this 

proposed bill. For the sake of clarity we would request that the 

words "eff road ooal mining eqt1ipment and machinery" be deleted 

from line 21 and the words "§...urface coal mining and reclamation 

operations as defined in NDCC 38-14.1" be inserted. 
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January 24, 2003 

The Honorable Wesley Belter 
Chainnan, Finance and Taxation Committee 
North Dakota House of Representatives 
State Capitol 
Bismarck, North Dakota 

RE: H.B. 1309 - Blodltsel Mandate 

Dear Chairman Belter: 

The Engine Manufacturers Association (EMA) is a trade association representing the major 
manufacturers of internal combustion engines including diesel-fueled compression ignition engines for 
nonroad equipment, trucks and buses, and stationary electric generators. EMA represents engine 
manufacturers before federal and state governments on many legislative and regulatory issues including 
fuels and emission standards. 

North Dakota House Bill 1309 would require that all diesel fuel sold or offered for sale in the 
state contain two percent biodiesel fuel by volume. EMA and its member companies generally support 
research, development, and incentives regarding the use of alternative fuels; however, our association 
opposes state-by-state mandates regarding fuel additives or fuel content requirements. Mandates create 
boutique fuels and small regional markets that increase the likelihood of fuel shortages and higher costs to 
operators. The proposed mandate language does not definti biodiesel fuel nor does it require conformance 
to any quality or performance specifications thus potentially creating fuels of varied quality with 
unknown impacts on engine perfonnance and emissions. 

New national standards to reduce the sulfur content of diesel fuel and improve emissions for 
on-road diesel vehicles take effect in 2006, and the US EPA is currently considering changes to nonroad 
diesel fuel and emissions standards. We believe it is inappropriate for the state to adopt a biodiesel 
mandate that would affect diesel fuel formulation when these other changes are talcing place. In addition, 
engine manufacturers do not have sufficient information to determine how biodiesel blends will affect 
advanced emissions control equipment needed to meet the increasingly stringent emissions Rtandards set 
for 2007 and beyond. 

Mr. Chainnan, for the above reasons, EMA opposes passage of the biodiesel mandate provisions 
cwrently in H.B. 1309. Rather tlan impose a mandate on all diesel-fuel users, North Dakota could 
encourage the production and use ofbiodiesel fuel through inr:,ntives or other voluntary mechanisms. 

Please feel free to call me at (312) 827•8734 if you have any questions. 

Sincerely, 

Joe Suchecki 
Joseph L. Suchecki 

EMA European Office, C.P. 65, CH·1231 Conehea, Switzerland 
Telephone Glnd Facolmlle: +41 22 784 3349 
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Biodiesel Testimony 

Dear Chairman Belter, and Representatives on the House Finance and 
Taxation Committee, 

My name is Edmund Goerger, a fanner from the southeast comer of the state 
by Wyndmere. First I would like to thank the Chairman for allowing 
testimony to come in at this later date. I had the privilege of listening to the 
testimony on January 21 but time did not allow me to speak. 
On our fann we have used biodiesel at the 20% blend level for two years 
without any major problems. The range of engines I have used it in range 
from a 1964 John Deere 4020 all the way up to a 2001 John Deere 8110. 
Starting, pulling and economy have all been equal to when I ran premiwn 
diesel fuel. The one problem I encountered was when the temperature fell to 
10 degrees at night; the new engines with a finer micron filter system had a 
lack of power for the first 30 minutes until the system warmed up. That was 
at 20%; in the fall of 2002 I put in 5% blend and to this day (January 28, 
2003) have had no trouble starting tractors that have been sitting outside. 
The lubricity is easily noticed; old valves on the bulk fuel tank that used to 
turn hard now spin down with a flick of the wrist. 
On availability, our local dealer in town has started offering it at the pump in 
the 2% blend, or for bulk distribution. As far as I can see concerning 
"designer fuel" that Mr. Ness referred to. All major truck stops carry 2 if not 
3 different grades of fuel, and gas stations regularly sell 3 grades of gasoline. 
Some their own "special blend". I doubt if it would be a great 
inconvenience to change out what is in the tank. Mr. Ness also express 
concern that there has been a decrease in brand names due to all the 
specialized fuels, I would suggest that the decease in brand names has to do 
with mergers and buyouts rather than specialized fuel. And I believe I heard 
on CNBC that the reason for refineties closing in this r.ountry is due to old 
inefficient plants not being able to compete with the new one's coming on 
line, and at the same time trying to meet new E.P.A. regulations with the old 
equipment. 
Mr. Skar from E.W. WyLie trucking expressed great fear of the price to his 
operation. If I understand the bill correctly it would only take affect if the 
federal government passes a law with a $.02/gallon credit towards a 2% 
blend. Thus eliminating the extra cost to his operation. The $.05-$.26 cost 
per gallon he quoted from Minnesota dealt with a 5% up to a 20% blend in 
that state. The range it has cost me for my 5 tanker loads of 20% biodiesel 
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range from $.06 .. $.16/gallon more than the premium by itself would have 
cost. I al~o find it interesting that he was concerned about the 2% biodiesel 
might have an environmental hazard if a fungus were to grow on it. I think 
the E.P .A. would be more concern with the removal of the remaining 98% 
of petroleum die~el than the biodegradable fungus and biodiesel. 
On the issue of warranties, I know ID has issued a bulletin backing the use 
up to 20%. And as far as I know Cummings and Cat will back engine 
workmanship as long as the fuel meets federal regulations, which biodiesel 
does. 
Thank you, Mr. Chairman and committee members again for allowing this 
added testimony. 

Sincerely, 

Ednumd Goerger 
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Standards and Warranties 

a.ckground on Standard• 

All engines 11re designed and manufactured for o fuel that has certain characteristics, In the US, the Industry 
organization that defines the consensus on fuels Is the American Society for Testing and Materials (ASTM). In the 
case uf dlesel fuel (lncludlng blodlese1), the responslblllty for setting standards lies wlttiln ASTM Committee D02 
on Petroleum Products and Lubricants. In order to assure that the standards are rigorous and robust, ASTM 
committee D02 Is comprised of fuel producers, engine equipment manufacturers, and third party Interests 
(users, govemment agencies, c:om;ultants), ASTM also uses a compilcatect ballot process In which a single 
negative votEt Is enoui;ih m defeat a ballot, so this Is a truo consensus organization. An ASTM standard Is not 
easily achlevoo. Some standards can take over 10 years to gain agreement and be Issued by ASTM, This 
rigorous, time-consuming process Is why ASTM standards are recognized and adopted by others worldwide, 

ASTM fuel standards 111-e the minimum accepted values f'or properties of the fuel to provide adequate customer 
satisfaction and/or protection. For dlesel fuel, the ASTM standard ts ASTM D 975. All engine i,nd fuel Injection 
manufacturem design their engines around ASTM D 975. In cooperative discussions with the engine community 
early In the blodlesel Industry's recent development, engine manufacturers strongly encouraged the blodlesel 
Industry to develop an ASTM standard for blodlesel fuel which would allow them to provide their customers with 
a more definitive Judgment an how the fuel would affect engine and fuel system operation compared to ASTM D 
957 fuel for which an engine wss designed. 

In June of 1994, a task force was fanned within ASTM Subcommittee E on Bumer, Dlesel, Non-Aviation Gas 
Turbine, and Marine Fuels of ASTM Committee 002, with the expressed objective of developing an ASTM 
standard for blodlesel, The blodlesel standard, ASTM PS 121·99, was approved by Subcommittee E, and 
subsequently Issued by ASTM In June of 1999 (for copies, see the ASTM web site at~. In December 
or 2001, ASTM approved the full standard for blodlesel, with the new designation of D-6751 (succeeds PS 121· 
99). This standard covers pure blodlesel (B100), for blending with petrodlesol In levels up to 20% by volume, 
Higher le\'els of blod!esel are allowed on a case-by-case basis af'ter dlscussJon with the lndlvldual engine 
company, since most of the experience In the US thus far has been with 820 blends, 

The approval of this blodlasel standard, and the discussions and technical reviews necessary to secure Its 
approval, has provided both the onglne community and customers with the Information needed to assum trouble 

free operation with btodlesel blends. 

Engine W1rrantJH 

Alt diesel engine companies warranty the product they make · engines, They warranty their engines for 

http://www.biodiesel.org/resources/fuelfactsheeWstandards_and_ warranties.shbn 1/28/2003 
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'materfals and W0l'kmanshlp1
, If there Is a p1·oblem with an engine part or with engine operation due to an error 

In manufacturing or assembly within the prescribed warranty period, the problem wlll be covered by the engine 

company, Typically, an engine company wlll d,,nne what fuel the engine wfts designed for and wlll 1\1<:ommend 
the use of that fuel to their customers In their owner's manuals, 

Engine companies do not manufacture fuel or fu1tl components, Therefore, engine companies do not warranty 

fuel • whether that fuel Is blodlesel or petrodlesel fuel, Since engine manufacturers warranty the matertals and 
workmanship of their engines, they do not warranty fuel of any kind, If there are engine problems caus-ed by a 

fuel (again, whether that fuel Is petrodlesel fuel or blodlesel fuel) these problems are not related to the inaterlals 
or worlcmanshlp of the engine, but the responsibility of the fuel supplier and not the engine manufacturer. 1.ny 

reputable fuel supplier (blodlesel1 petrodlesel, or a t1lend of both) should stand behind Its products and cc,ver any 
fuel quality problems If they occur. 

lherefore, the most Important aspect regarding engine warranties and blodlesel Is whether an engine 
manufact'\Jrer wlll void Its parts and workmanship warranty when blodfesel Is used, and whetheir the fuel 

producer or m11rketer wlll stand behind Its fuels should problems occur. 

Most major engine companies have stated formally that th,, use of blends up to 820 wlll not void their parts and 
workmanship warranties, This lncludt!! blends below 20% blodlesel, such as the 2% blodlesel bl11nds that r,re 
becoming more and more common. Several statements from the engine companies are available on the .tiia.El 
~. Some engine companies have already specified that the blodlesel must meet ASTM D-6751 as a 
condition, while others are still In the process of adopting D-6,51 within their company or have their own set of 

guidelines for blodlesel use that were developed prtor to the approval of D-6751, It Is anticipated that the entire 
Industry wlll lnc:orporate the ASTM blodlesel standard Into their ,,wner's manuals over time. 

The National Blodlesal Board, the trade association fer tha blodle1tet Industry, has formed the National Blodlesel 
Ac:credltatlon Commission (NBAC) to audit fuel producers and marketers In order to enforce fuel quality 
st:zrndards In the US, NBAC Issues 11 'Certified Blodlesel Marketer' 5:eal of aprroval for blodlcsel m11rkt1\·ers that 
have met all requirements of fuel accreditation audits. This seal of approval will provide adderl assurance to 
customers, tis well as engine manufacturers, that the blodlesel marl<eted by these companies meets the ASTM 
standards for blodlesel and that the fuel supplier wlll stand behind Its products, 

With blodlesel that meets the D-6751 specification, there have been over 45 mllllon mlles of successful, 
problem-free, real•worfd operation with 820 blsnds In a wide variety of engines, climates, and appllcatlor,1s, The 

steps taken by the blodlesel Industry to work with the engine companies and to ensure Ltiat fuel meets th1, newly 
aceepted ASTM standards provides confidence to users and engine manufacturers that their blodlesel 

experiences wlll be positive and trouble-free, 

• CP.terl;!lllar 
• Cummins 
• Detroit CJlesel • (~ p1g1t tcin DOC'• hllt 2002 t.utmc«!119 OIi, Fuel and Fllllrl Ellgln• ~nm111t1 guide. Fo, a ~ • mpltlt copy of th,t 

documtflt \4llt: lltlp:IJWffl(,detroHdlt1ll,~bllcj\echl1\clanguld.af11t270,pdf 

• Internatlonal 

• John Deere 

•f!HJ:a -~ • l:IMJJag Oil ·~ 
.UJ7• lmeralcl Lan.• l'O IQJ( 104ltl • Jtnenon City, MO 115110""8H 

(IOO) 141-SMt • ,_, (173) 13t-7t1J • laf:POblodltttl,ora 

~I tmil.lolarlQil ~ I IAIWMtclJa/ Will NBBl l:mlA 
~.Qalabw I DrLo I faU.Bllwll Pioc11irnlfll 

dMll,I & hotll'IQ by Hi.all:. Natlo'.al l!lad1411~ Board• rT Dvlalon 
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NEWS 
FOR IMMEDIATE RELEASE 

May 3, 2002 

Nat'I Btodlettl Board 
3337 A Emerald LIi. 
P O Box 104898 
Jcffenon City, MO 
65110-4898 
(S73) 635-3893 phu,w 
(800) 841-S849 
(573) 635-7913/aX 
wwtf.4faiied m 

Contact,: Jenna Higgins/National Biodlesel Board 
1-800.S4 l-S849 

Steve Howell/ASTM biodlesel taskforce cba.lrman 
(816) 635-5772 

ASTM Issues Biodiesel Fuel Standard 
Fuel specification wl/1 increase con.rumer confidence and streamline purchase process, 

WASHINGTON, DC - The premier standard-setting organization in the United States has issued a fuel 
specification for biodiesel, an alternative fuel that can be made from any fat or oil, such aa soybean oil, The 
American Society of Testing and Materials (ASTM) issued Specification D 6751 for all biodiesel fuel bought and 
sold in the U.S., marking a major milestone for the biodlesel industry. 

11Now that the full standard is in place, it sets the bar for all biodiesel production,11 said Steve Howell, Chairman of 
the ASTM Biodiesel Standards Task Force. "It will help protect consumers from poor products and ~duce the coat 
of buying and selling biodlcacl. While many adopted the provisional specification in 1999 [PS 121J, those that 
didn't had to negotiate a specification. With thi, final passage of D 6751, they won't have to go through that proceBB 
anymore." 

Although ASTM Committee D2 approved the standard in December, it only recently became available to the public. 
The process of reaching the standard. entitled 11Standard Specification for Biodiesel Fuel (BlOO) Blend Stock for 
Distillate Fuels," was extremely thorough according to ASTM officials. 

"The biodiesel standard was developed through a consensus process that reflects many points of view," said Dave 
Bradley, ASTM Manager, Committee D2. uvou have fuel producem, users, engine makers and others all having an 
opportunity to provide input." The ASTM Biodiescl Task Force began working on the standard in 1994. 

Biodlesnl can be used in any diesel engine, usually with no modifications to the engine necessary. It performs 
comparably to diesel, with similar BTU content and higher cetane. It offers excellent lubricity and lower emissions 
compared to petroleum diesel. D 67 S l covers the incorporation of pure biodlesel (B 100) Into conventional d1eset 
fuel up to 20 percent by volume (B20). Higher blend levels may be acceptable, depending on the experience of the 
engine company. More th.m 100 major fleets currently use 820, including the U.S. Postal Service, the City of 
Philadelphia, the U.S. Deptirtment of Agriculture (USDA), several public transit systems, ttational parks, school 
d1strlctt1 private recycling al.\d concrete companies and the National Aeronautics & Space Administratiou (NASA). 

BlodJcsel Is registered with the Environmental Protection Agency (EPA) as a fuel and fuel additive, It Is the only 
alternative fuel to have complet,,d the rigorous HHltb Effects testing requirements of the Clean Air Act, Results 
show blodiesel reduces carolnogenlr. air toxics by 75-90% compared to diesel. Pu.re blodlcsel (B 100) is also non
toxic, biodegradable and essentially free of sulfur. Emissions It reduces include particulate matter, unburned 
hydrocarbons, carbon monoxide and sulfates. BlOO (pure blodiescl) also reduces life cycle carbon dioxide by 78% 
compared to petroleum diesel accordlL'\8 to a joint U.S. Department of Agriculture/Department of Energy study. 

Those Interested in getting a copy of the standard can buy it for $30 at~UID&(&. To contact ASTM customer 
service directly, call (610) 832~9585 or e-mail atirvice@astm,ors. 

Readers can learn more about btodiesel by vl.ritingwww,blodiesel.or:,. The National Blodiesel Board ts funded in 
part by the United Soybean Board a11d Jtate soybean boardchecJrojfprograms, 
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(» Charles Hetcher 
<hatch_ ch@yahoo.co 
m> 

02/26/2003 1 2:56 PM 

To: pgulleso@state.nd.us 
cc: tgrgr@rrt.net 

Subject: email trom Terry Goerger 

Chairman and committe members of the F.inance 
and Taxation Committee. My name is Terry Goerger and I 
am an agriculture producer from Mantador in Richland 
County North Dakota. I am in support of HB 1309. 

I have used Biodiesel at a 20% blend for the last 
two years in all diesel engines on my farm. I have not 
encountered any problems with power loRs, in fact 
older engines run smoother with biodiesel. There is a 
cleaner burn with biodiesel and a cooking oil smell 
from exhaust using 201 blend Biodiesel. My experience 
with biod.:i.esel has been all positive. A concern I 
have with the fuel standards to take effect in 2006 is 
that the process to remove sulpher down to lSppm will 
remove more lubricity from the fuel requiring me to 
add lubricty back in. Biodiesel does this at a blend 
as low as 2%. 

There a re several reasons I believe it is time 
to move ahead with the use of biodiesel in the state 
of North DAkota. 

In the US, 52t of the petroleum used is imported. 
Our reliance on foreign auppliers is costing us 

billions if not trillions to protect that supply. But 
we have not done enough to protect and develop our own 
domestic supplies of renewable fuel. If we would, 
ther.e would be an expansion of a fairly new industry, 
thereby helping the economic base in the state of ND 
and the us. Ag producers have done a great job of 
growing fiber and food for all and now we want to GROW 
THE ENERGY, produced right here in ND, for your use 
and the future of our state. Support of biodiesel 
will be good for the economy. 

In ND we don't worry too much about the 
environment and what EPA reveala that long term 
exposure to diesel exhaust will likely cause lung 
cancer. Also, biodiescl reduces compounds linked to 
cancer by 80-90% compared to petro diesel. By using 
biodieeel the hydrocarbons, particulate and carbon 
dioxide emissions are greatly reduced. Also a study 
shows a diesel engine school bus sitting by a curb 
will have the same amowit of fumes and pollutants in 
the bus as outside after 20 minutes. support of 
biodiesel will help protect our environment and our 
children. 

Again our reliance on foreign supplies of energy 
put our country at risk of not having enough to meet 
the needs of the people of the US and ND. Use of 
biodiesel will take off the pressure of that 521 
reliance on foreign supplies giving ua a more secure 
source and domestic supply of energy for today and 
into the future. Support of biodiesel will assist in 
energy security for us today and far into the future. 

Other state shave passed this type of legislation 
and many others have proposed legislation similar to 
this bill and proposed legislation at the federal 
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level is following what I hope t.o see accomplished by 
this bill. 

Now is the time to build a new industry, use 
more renewable energy, help an ag economy we already 
have and build a clean future for ourselves and our 
childre. Economy, Environment and 1:nergy Security. 
Seems like very good reasons to use and promote 
biodiesel. It is the right thing to do. All 
citizens benefit from the use and promotion of 
biodiesel and help build a better tax base for ND. WE 
just need some help to get it all going. I urge you 
to pass HB 1309. Thank You. 

Terry Goerger, 8475 Co Rd 3, Mantador, ND 58058 
701-242-7007 tgrgr@rrt.net 

Do you Yahoo!? 
Yahool Tax Center - forms, calculators, tips, mor.e 
http://taxes.yahoo.com/ 
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600 E Boulevard Ave., Dept. 602 
Bismarck, ND 58505-0020 

Testimony of Roger Johnson 
Agriculture Conunissioner 

House Blll 1309 
Senate Transportation Committee 

Lewis & Clark Room 
February 28, 2003 

Phone 
Toll Free 
Fax 

(701) 328-2231 
(800) 242-7535 
(70'1) 328-4567 

t (' Chainnan Trenbeath and members of ilie Transportation Committee, I am Agriculture 
i ! ~ Commissioner Roger Johnson. I am here today to offer testimony on HB 1309, which as 
l J(, C 

/ ..,- amended, now only relates to a corporate income tax credit for a portion of the cost of retrofitting 

a facility for producing or blending diesel fuel containing biodi~sel fuel. 

HB 1309, in its original form, required that diesel fuel contain 2% biodiesel by July 1, 2007, 

provided that plants in this state have a production capacity that exceeds five million gallons and 

provided that a federal incentive is in place that reduces the price of fuel containing biodiesel by 

2%. 

I would urge th.is committee to amend the engrossed version ofHB 1309 and add back in 2% 

biodiesel requirement in diesel fuel into this legislation. These provisions are certainly 

appropriate and should seem to provide ample "ramp up" time and appropriate predictability for 

the industry. 
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Biodiesel is the name for a variety of ester-based oxygenated fuels made from soybean oil or 

other vegetable or animal fats. Biodiesel can be used as a pure fuel and as a blending stock with 

petrodiesel. According to the ND Soybean Council, 25 retail locations in North Dakota currently 

offer biodiesel for sale to their customers. 

Although biodiesel can be made from vegetable or animal plants, North Dakota's focus is . ' . . 
·' ' 

priniaflly'ori'~iodiesbl1produ~ed from 1bU}ue'an oil. ·soybeans are a plentiful cash crop in North 

Dakota, with Cass Cow1ty as the #1 soybean producing county in the country (2001). 

Based on statistics compiled by the North Dakota Soybean Growers Association, approximately 

3% of North Dakota's soybean production would be processed and utilized as biodiesel if the 2% 

biodiesel requirement in diesel fuel was put in place. North Dakota's annual diesel usage is 

approximately 162,422,000 gallons. The ND State Fleet's annual diesel usage is 900,000 

gallons. 

Biodiesel can be substituted for petroleum diesel in virtually any standardized diesel engine, 

And, used in small percentages (as proposed in this legislation) biodiesel can dramatically 

increase the lubricity of diesel fuel. Since the implementation of BP A regulations that require 

reduced sulfur content in diesel fuel from 5000 to 500 parts per million, significant wear 

problems have emerged in high~pressure diesel fuel pumps. These problems are expected to 

increase as EPA attempts to phase in an additional sulfur content reduction of diesel fuel to 1 S 

parts per million by 2007. Bio diesel may very well be the best lubricity additive on the market, 
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thus becoming an even more important renewable fuel. (A copy of"Commonly Asked 

Questions," compiled by the National Biodiesel Board (February 2002) is attached for your 

information.) 

We can and must do more to promote the production and usage of renewable fuels such as 

biodiesel. The US marketplace is too often overlooked by agriculture as we focus on acquiring 

new international markets. Biodiesel and ethanol are great examples of new demand as opposed 

to displaced demand often resulting from new international markets. Both are important, but 

~ demand results in a bigger pie, not just a bigger piece of the old pie. 

I believe that a combination of the 2% requirement and corporate tax credits will provide 

appropriate incentives and requirements for the use of biodiesel in the state of North Dakota. I 

would urge this committee to amend the first engrossment of this legislation to include a 2% 

requirement for biodiesel in diesel fuel, contingent on the conditions set forth in the original 

legislation. Chainnan Trenbeath and committee members, I would be happy to answer any 

questions you may have. 
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FARMERS UNION OIL OF SOUTHERN VAI"'LEY 
204 Front Street 
PO Box 153 
FAIRMOUNT ND 58030 
701-474-5440 • 800-382-9046 

February 26, 2003 

North Dakota State Finance & Tax Committee 
Bismark, ND 

Re: HB 1309 Biodiesel mandate 

711 Buffalo Avenue Suite A 
BRECKENRIDGE MN 56520 
218-643-2651 • 800-554-2647 

Keith and I represent Farmers Union Oil of Southern Valley at Fairmount, ND. 

We started a Biodiesel program last year. We sold 79,000 gallons ranging from B2 to 
B20. The end users were farmers. We have not had any complaints from any of the 
users. Some of the Biodiesel was used this winter. The farmer, in some cases, added an 
anti-gel additive. A milder winter did not challenge us a much. All blending was made 
before the cold weather. 

The Pros for us are that our farmers will be able to use an alternate fuel to ease the 
pressure on imported petroleum. The fanner can detennine the percentage he/she would 
be comfortable trying. Biodiesel will offer our growers an alternate use for their product 
that could help them get more for their soybeans. Our customers are asking for 
Biodiesel. 

Fannem Union Oil of Southern Valley plans to install a new tank at one-site and change 
products in a tank at another site to carry bulk soy oil. We are investing over $23,000 in 
this project. We want to be a leader in Southeast North Dakota in promoting a 
farmer value added product to our customers. We have made a commitment to our 
ClJStomers to offer Biodiesel. They need to decide what percentage they want. Farmers 
Union Oil of Southern Valley will be using Biodiesel in all of our rolling stock this 
year. Our Ag equipment including Terra Gators, Row Gators, Tractors, and Trucks will 
be using B5. We will track maintenance, performance, and equipment compatibility. 

We believe that in the long haul Biodiesel could increase the soybean price our 
North Dakota farmers receive by 12 to 14 cents per bushel. The Ag industry needs 
this boost and we don't have to import the results. It happens right here. Once we start 
using Biodiesel, it will create some North Dakota jobs as well. A number of years ago 
we promoted the use of rui ethanol blend gasoline. Last year our total gasoline sales were 
57.5 percent ethanol blended gas. This means that our customers are using a product that 
they help bring to the market. This is all gas sold through bulk delivery and our four 
retail islands. 

Sincerely, 

/4~ 
MOORETON ND 
701-274-8288 

FAIRMOUNT AG 
701,.4 74-5882 

BRECKENRIDGE AG 
218-643-5578 

WAHPETON ND 
701-642-8035 
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TESTIMONY BEFORE THE HOUSE 

TRANEIPORTATION COMMITTEE 

HB 1309 

MARY LOFTSGARD 

FEBRUARY 28, 2003 

Chairman Trenbeath, members of the committee, for the 

record, my name is Mary Loftsgard. I am the supervisor of 

the Corporate Income Tax Section of the Office of State Tax 

Commissioner. I appear before you today neither in support 

of, or opposition to, HB 1309. Rather, I am here to address 

some questions we have regarding the tax credit provided in 

the bill. 

The original version of HB 1309 contained a section 

requiring that, by July 1, 2007, all diesel fuel sold or 

offered for sale in North Dakota contain at least 2% 

biodiesel fuel. This section was amended out in the first 

engrossment of the bill and what remains in the bill before 

you is simply a provision for. a tax credit. The tax credit 

would be based on a percentage of "costs incurred" to adapt 

or equip a plant to produce such biodiesel fuel. 

We have a number of questions about the provisions for the 

credit. Let me begin with Line 11 of the bill which 

indicates the credit is available for costs in a "facility 

Feguired to produce or blend diesel fuel. ... " [Emphasis 

added]. Since the bill no longer contains a requirement for 

a biodiesel blend, we question whether the credit will 

actually be available until such a requirement is put in 

place. 



We also would appreciate clarification as to whether the 

credit is available for costs incurred at any facility, 

wherever located. As it is currently written, HB 1309 does 

not specify the facility must be in North Dakota. Consider 

then a corporation which does business in both Minnesota 

and North Dakota, but has a facility in Minnesota which it 

is adapting to produce biodiesel fuel. As the bill is 

written now, it appears the corporation would be allowed to 

take a credit on its North Dakota tax return for the costs 

incurred at the Minnesota facility. 

Lines 9 through 11 of HB 1309 indicate the credit to be 

allowed is '\ .. ten percent per year for five years of the 

taxpayer's costs incurred to adapt or add equipment to a 

facility .... " We would appreciate clarification as to what 

"costs" are to be allowed in computing the credit. Are 

these only direct costs such as the cost of machinery and 

installation? Or may the costs include indirect costs, such 

as an administrative or overhead charge from a 

corporation's headquarters? 

HB 1309 is effective for taxable years beginning after 

December 31, 2002. Does this also mean that only "costs" 

incurred subsequent to taxable years beginning after 

December 31, 2002 may be in:::luded in computing the credit? 

or, if a facility has incurred costs prior to that date, 

may these costs be included in computing the credit for the 

first taxable year after December 31, 2002? 

The last question I have relates to lines 12 and 13 of the 

bill which indicate the biodiesel fuel '\ .. means fuel meeting 
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the specifications adopted by the American society for 

testing and materials". Tax Department employees are not 

trained in assessing such specifications and we are 

uncertain how it would be determined that the 

specifications have been met. 

The Tax Department is available to assist in drafting any 

changes to the bill the committee might feel would clarify 

the items I have addressed. If there are any questions, I 

will be glad to respond. 
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Concerning HB1309 

We do note that subsection 3 of section 1 provides for an 

exemption for "off-road coal mining equipment and machinery" 

from the provisions of this proposed bill. For the sake of clarity 

we would request that the words "off road coal mining equipmefl-t 

and machinery" be deleted from line 21 and the words "surface 

coal mining and reclamation operations as defined in NDCC 3 8-

14. I " be inserted. 
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Facts and Information About Biodiesel 

February 2003 

NORffl DAKOTA 

SOYBEAN 
COUNCIL 

1411 32nd Street SW 
Fargo, ND 58103 
} .. 888-469-6409 

Fax: (701) 239-7195 
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BOARD COMMONLY ASKED QUESTIONS 

What Is Blodlesel? 
Biodlesel Is the name of a clean burning alternative fuel, produced from domestic, 
renewable resources. Blodlesel contains no petroleum, but It can be blended at any 
level with petroleum diesel to create a blodlesel blend. It can be used In compression
Ignition (diesel) engines with no major modifications. Blodlesel Is simple to use, 
biodegradable, nontoxic, and essentially free of sulfur and aromatics. 

Is blodlesel used as a pure fuel or Is It blended with petroleum diesel? 
BICJdlesel can be used as a pure fuel or blended with petroleum In any percentage. 
820 (a bler1d of 20 percent by volume blodlesel with 80 percent by volume petroleum 
dlesel) has demonstrated slgnlflcant environmental benefits with a minimum Increase 
In cost for fleet operations and other consumers. 

Is It approved for use In the US? 
Blodlesel .Is registered as a fuel and fuel additive with the Environmental Protection 
Agency (EPAJ and meets clean diesel standards estabRshed by the Callfomla Air 
Resources Board (CARS}. Neat ( 100 percent) blodlesel has been designated as an 
alternative fuel by the Deportment of Energy (DOE) and the US Departr1·i13nf of 
Transportotfon (DOT). 

How do bloclesel emissions compare to petroleum dle..n 
Blodlesel Is the only alternative fuel to have fully completed the health effects testing 
requirements of the Clean Air Act. The use of blodlesel In a. conventlonal dlesel engine 
results In substantial reduction. of unburned hydrocarbons, carbon monoxide, and 
particulate matter compared to emissions from diesel fuel. In addition, the exhaust 
emissions of sulfur oxides and sulfates (major components of add rain) from blodiesel 
are essentially eliminated compared to diesel. 

Of the major exhaust pollutants, both unbumed hydrocarbons and nitrogen oxides are 
ozone or smog forming precursors. The use of blodlesel results In a substantial reduction 
of unburned hydrocarbons. Emissions of nitrogen o>ddes are either slightly reduced or 
sllghtly Increased depending on the duty cycle of the engine and testing methods 
used. Based on engine testing, using the most stringent -emissions testing. protocols 
required by EPA for certification of fuels or fuel additives 11, the US, the overall ozone 
formfng potenflal of the speclated hydrocarbon emissions from biodlesel was nearly 50 
percent less than thot measured for diesel fuel. 

Can blodluel help mitigate "global wartm1g•? 
A 1998 blodlesel llfecycle study, jointly sponsored by the US Department of Energy and 
the US 0epartrr,ent of Agriculture, concluded blodlesel reduces net CO2 emissions by 
78 percent compared to petroleum dlesel, This Is due to blodlesel's closed carbon 
cycle. The CO2 released Into the atmosphere when blodlesel Is burned Is recycled by 
growing plants, which are later processed Into fuel. 
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Is blodlesel safer than petroleum diesel? 
Scientific research confirms that blodlesel exhaust has a less harmful Impact on human 
health than petroleum diesel fuel. Blodlesel emissions have decreased levels of 
polycycllc aromatic hydrocarbons (PAHJ and nltrlted PAH compounds that have been 
Identified as potential cancer causing compounds. Test results Indicate PAH 
compounds were reduced by 75 to 85 percent, with the exception of 
benzo(a)anthrocena, which was reduced by roughly 50 percent. Targeted nPAH 
compounds were also reduced dramatically with blodlesel fuel, with 2-nltrofluorene 
ond 1-nltropyrene reduced by 90 percent, and the rest of the nPAH compounds 
reduced to only trace levels. · 

Does blodlesel cost more than other altemaffve fuels? 
When reviewing the high costs associated with other alternative fuel systems, many 
fleet managers have determined blodlesel Is their least-cost-strategy to comply with 
state and federal regulotlons. Use of blodlesel does not require majc:>r engine 
modiflcatJons. That means operators keep f heir fleets, their spare parts Inventories, their 
refueling stations and their skilled mechanics. The only thing that changes Is afr quanty . 

Do I need special storage faclBftes? 
In general, the standard storage and handling procedures used for petroleum dlesel 
can be used for blodlesel. The fuel should be stored In a clean, dry, dark environment. 
Acceptable storage tank materials Include aluminum, steel, fluorinated polyethylene, 
fluorinated polypropylene and feflon. Copper, brass, lead, fin, and zinc should be 
avoided. 

Can I UM blodlesel In my existing dlesel engine? 
Blodiesel can be operated In any diesel engine with Uttle or no rnodtflcatlon to the 
engine or the fuel system. Blodlesel has a solvent effect that may release deposits 
accumutated on tank walls and pipes from previous diesel fuel storage. The release of 
deposits may clog filters Initially and precautions should be taken. Ensure that only fuel 
meeting the bfodlesel specfficatlon ls used. 

Wh.,. can I purchase blochHI? 
Blodlesel can be made ovalloble anywhere In the US. The National Biodlesel Board 
INBB) maintains a nst of registered fuel marketers. A current IJst Is avalloble on fhe 
blodresel web sJte at www.blodlese!.org or by calling the NBB at (800) 841-5849 . 

. 
Who can answer my quostlons about blodle1al? 
The NBB maintains the largest library of blodlesel Information In the US. Information can 
be requested by visiting the blodlesel web site ot www.blodlesel.org, by emailing the 
NBB at lnfo@nbb.org, or by calling NBB'.s toll free number (BOOJ 841-5849 . 

'It 
I, 

2 

Tho mfcrogr•epHc images on thfe tflm ore accurate roproductfons of recordt delivered to Modern Information systems for mfcrofllmlng nnd 
were filmed In the regular course of bllslnees. Tho photographfc process 111eets standards of the Amerfcen National Standards Institute 
(ANSI) for archival microfilm. NOTICE1 If the fflmed frnag., ab,ove fs less legible then this Notice, ft fs due to the quality of the 
doclJilent being filmed, ~l//~ (.. .. L 

___ !L~:t::i, 'N,C.Jd~1t.d !Q/~/~;;i 
n::t nt/\ 1 A ~lnnntut'nrr Date 



/iiio[§jj@gj{Jjg 
BOARD COMMONLY ASKED QUESTIONS 

What ts Blodlesel? 
Blodlesel ls the name of a clean burning alternative fuel, produced from domestic, 
renewable resources. Blodlesel contains no petroleum, but It can be blended at any 
level with petroleum diesel to create a biodiesel blend. It can be used in comprmsion
lgnltlon (diesel) engines with no major modifications. Blodiesel Is simple to use, 
biodegradable, nontoxic, and essentially free of sulfur and aromatics. 

Is blodlesel us•d as a pure fuel or Is It blended with petroleum dlesel? 
Blodlesel can be used as a pure fuel or blended with petroleum In any percentage. 
B20 (a blend of 20 percent by volume blodlesel with 80 percent by volume petroleum 
diesel) has demonstrated significant environmental benefits with a minimum Increase 
In cost for fleet operations and other consumers. 

11 If approved for use In lh• US? 
Blodlesel Is registered as a ful'31 and fuel additive with the Environmental Protection 
Age11cy (EPAJ and meets clean diesel standards estabRshed by the California Air 
Resources Board (CARB). Neat (100 percent) blodlesel has been designated as an 
altemotlve fuel by the Department of Energy (DOEJ and the US Department of 
Transportotlon (DOT). 

How do blodl•sel emission• compare to petroleum dlelel? 
Blodlesel Is the only altematlve fuel to have fully completed the health effects testing 
requl'rements of the Clean Air Act. The use of blodlesel In a. conventional diesel engine 
results In substantial reduction. of unburned hydrocarbons, carbon monoxide, and 
pcrtlcL1lote matter compared to emissions from diesel fuel. In addition, the exhaust 
emissions of sulfur oxides and sulfates (major components of acid rain) from blodlesel 
are essentlclly eUmlnated compared to diesel. 

Of the major exhaust pollutants, both unburned hydrocarbons and nitrogen oxides are 
ozone or smog forming precursors. The use of blodlesel results In a substantial reduction 
of unburned hydrocarbons. Emissions of nitropen o><fdes are either slightly reduced or 
slightly Increased depe1ndlng on the duty cycle of the engine and trJstlng methods 
used. Based on engine testing, using the most stringent emissions testing. protocols 
required by EPA for certification of fuels or fuel additives in the US, the overall ozone 
forming potenflal of the specfated hydrocarbon emissions from blodlesel was nearly 50 
percent less than that measured for dlesel fuel, 

Can blodlasel help mitigate •global wanning"? 
A 1998 blodlesel llfecycle study, jolntly sponsored by the US Department of Energy and 
the US Department of Agriculture, concluded blodlesel reduces net CO2 emissions by 
78 percent compared to petroleum diesel. This ts due to blodiesel's closed carbon 
cycle. The CO2 released Into the atmosphere when blodlesel Is burned Is recycled by 
growing plants, which are later processed Into fuel, 
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Is blodlesel safer than petroleum dlesel? 
Scientific research confh ms that blodlesel exhaust has a less harmful Impact on human 
health than petroleum diesel fuel. Blodiesel emissions have decreased levels of 
polycyclic aromatic hydrocarbons (PAH) and nitrited PAH compounds that have been 
Identified as potential cancer causing compounds. Test results Indicate PAH 
compounds were reduced by 75 to 85 percent, with the exception of 
benzo{a)anthracene, which was reduced by roughly SO percent. Targeted nPAH 
compounds were also reduced dramatlcc1Uy with biodiesel fuel, with 2-nltrofluorene 
and 1 ~nltropyrene reduced by 90 percent, and the rest of the nPAH compounds 
reduced to only trace levels. 

Does blodles.a cost more than other alhtmaflve fuels? 
When reviewing the high costs associated with other alternative fuel systems, many 
fleet managers have determined blodles,31 Is their leastMcost-strategy to comply with 
state and federal regulations. Use of blodiesel does not require major engine 
modlflcoflons. That means operators lceep their fleets, thelr spare pc1rts Inventories, their 
refueling stations and their skllled mechanics. The only thing that changes Is air quafity . 

Do I need speclal storage faclBtle1? 
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In general, the standard storage and handllng procedures used for petroleum diesel 
can be used for blodlesel. The fuel should be stored In a clean, dry, dark environment . 
Acceptable storage tank materials Include aluminum, steel, fluorinated polyethylene, 
fluorinated polypropylene and teflon. Copper, brass, lead, tin, and zfnc should be 
avoided. 

Can I u1e blodlesel In my existing dlt1sel engine? 
t 
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Blodiesel can be operated In any dle,sel engine with Uttle or no modification to the 
engine or the fuel system. Blodlesel hos a solvent effect that may release deposits 
accumulated on tank walls and pipes. from previous diesel fuel storage. The release of 
deposits may clog filters inttlally and precautions should be taken. Ensure that only fuel 
meeting the blodlesel speclficatlon ts used. 

Whttnt can I purchme blochsel7 
Slodlesf'JI con be made available anywhere In the US. The National Blodlesel Board 
(NBB} maintains a Dst of registered fuel marketers. A current l{st Is avollable on the 
blodlesel web srte at www.biodlesel,org or by calling the NBB at (800) 841 ~5849 . 

' 
iYho can answer my questions about blodles.rl 
The NBB maintains the largest library of blodlesel Information In the US. Information con 
be requested by visiting the bfodlesel web site at www.blodlesel.org, by emalllng the 
NBB at lnfo@nbb.org, or by calllng NBB 's toll free number (8001 841-5849 • 
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Coalition Against Mandates 

The organizations listed below oppose government mandates. The free enterprise system should 
depend upon consumer choice and competition to detennine the products offered in the 
marketplace. 

Government mandating the offering of a certain product or service is not necessary as consumer 
demand will create self-sustaining markets. 

We want to make it eminently clear that we are not against agriculture. We fully realize the 
importance of agriculture's vital rol,~ in the North Dakota economy. 

However, we oppose bad economic policy. Mandates restrict competition, infringe on free
enterprise, and can result in supply/distribution problems in the economy. What ,=conomic 
development message is being sent if government tells business which products must be sold and 
to consumers which products must be purchased? 

Once government mandates one product, what product or service would be next? Would the 
government next decide what type of tractors farmers must own? Would there be a government 
mandate indicating what type of meat a grocery store must sell? 

Associated General Contractors Bismarck/Mandan Development A1;sociation 

(._,\ 
Bismarck/Mandan Chamber of Commerce Burlington Northern Santa Fe Railway Company 

Caterpillar Devils Lake Chamber of Commerce 

E.W. Wylie Corporation Greater North Dakota Association 

Lewis Truck Lines Midwest Motor Express 

North Dakota Grocers Association North Dakota Motor Carriers Association 

North Dakota Retail Association North Dakota Petroleum Council 

Ottertail Power Corporation National Federation of Independent Business 

PACE Local 7-10 North Dakota Petroleum Marketers Association 

Qwest Corporation Tesoro Petroleum 

I Utility Shareholders of North Dakota Xcel Energy 
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