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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO, HB 1493 

House Agriculture Committee 

□ Conference Committee 

Hearing Date 2--06--03 

Ta eNumber 
ONE 
ONE 

Committee Clerk Si ature 

Minutes: 

Side A SideB 
A 

B 

Meter# 
08 TO 53.9 
00 TO 14.4 

CHAIRMAN NICHOLAS: Committee Members. We will open the hearing on HB 1493. 

REPRESENT A TNE NELSON: I am offering an amendment for this bill. What the 

amendment does. First of all one of the problems that we have heard about those stations that 

offer only one grade of gasoline. This would be a burden to them. With that I have exempted 

all one pump stations from any requirement to offer ethanol blend. Further an ethanol blend 

would have to be offered in one of the grades of gasoline. It should help the dealer net work and 

it should help the public who would at that time have to opportunity if they choose to buy an 

ethanol product they would have the opportunity to at every pump in North Dakota. I don't 

even think it is a mandate anymore. It is just an opportunity for people to purchase an ethanol 

blend. That is a good first step to increase the use of ethanol. The education process has come 

fotward. If ethanol is offered, I think people will buy it. 

CHAIRMAN NICHOLAS: Representative Kelsch. 
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REPRESENTATIVE KELSCH: Rep. Nelson. This is still a mandate. 

REPRESENTATIVE NELSON: We could argue to the end of time what a mandate is. 

Service Stations are currently mandated to have octane blends of 87 a minimum in ND. 

I would choose to say that every station would offer an ethanol blend. No one is mandated to 

buy it. Just give the opportunity. 

REP. MUELLER : What are other states doing. 

REPRESENTATIVE NELSON: Minnesota is using or required to sell ethanol. With 

Exception of marine all blends have ethanol. This product is going to help this country. We 

have to many imports. All states have plants coming on line. 

REPRESENTATIVE GULLICKSON: I support the bill. I am an advocate for this state and 

nation wide. It is central to our economy. Ethanol is central to that. We can place a priority on 

what we raise. Iowa is required has required amounts in there gas. Iowa has 11 ethanol 

plants. Minnesota has 14 plants. South Dakota has 8 plants and 3 additional coming on 

line. We can do some thing at the policy level to move this ahead. 

REPRESENTATIVE KELSCH: Does South Dakota have a mandate.? 

REPRESENTATIVE GULLICKSON: I don't believe they have a mandate. They have an 

incentive, It is a buy down on taxes. Has increased he use of ethanol in that state, 

CHAIRMAN NICHOLAS: Commissioner Johnson. 

COMMISSIONER JOHNSON: I am Roger Johnson, I run Agriculture Commissioner of 

North Dakota. I am here today in support ofHB 1493 which relates to the sale of gasoline 

blended with ethanol. { { { {please read testimony.}}} I am fine with the amendments. 

.J 
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The last thing I would point out. This is an opportunity to promote new use for North Dakota 

products. This increases the piece of the pie. It is important for us to do it. 

REP. BELTER: Your chart on net imports of oil. Do you have any statistics that ifwe were 

allowed to drill for oil in western ND and off shore and Alaska etc. Where we might be as to 

our imports. 

COMMISSIONER JOHNSON: I don't know. 

CHAIRMAN NICHOLAS: Next. 

DOLUG GOEHRING. NDFB I am here representing the 26000 member families of North 

Dakota Fann Bureau. We support HB 1493 [([[[PLEASE READ PRINTED 

TESTIMONY]]]]] WE recommend a DO PASS. Thank you., 

CHAIRMAN NICHOLAS: Excellent Testimony. Thank You. Next. 

MARK SITZ:; We support this Bill and amendments. Mark passed out article on ethanol. He 

read article about the truth about et'1anol. Represents Farmers Union, 

CHAIRMAN NICHOLAS: Any additional testimony. 

DONALD UGLEM: I have trouble with mandates. I am here to represent myself. 

I don't think this a mandate. Ifwe go back in history, when we took led out of gas, what was 

that? It was a mandate. Was it a good thing? Lets not get hung up on our mandates. 

We need self sufficiency, We are tied to the middle east right now. I believe we should have 

a stronger bill. Thank you. 

CHAIRMAN NICHOLAS: Additional support. 

TODD KRANDA: I run here in support of this bill. I am representing Alchem. Unlimited. 

J 
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Alchem is the ethanol plant in the Grafton Area. We ask your support. We support the 

amendments. 

CHAIRMAN NICHOLAS: Representative Belter. 

REP. BELTER: The way this reads. This is for retail sales, 

REP. MUELLER: Question of Kranda. You work with ethanol production. What will this 

bill do if it is adopted and passed in tenns of increasing sale of ethanol at your plant and what 

affect it might have on your plant? 

TODD KRANDA: I think the ex.ample of Minnesota is up to 90 percent and 60 percent in 

South Dakota. New plants coming on line will have a good affect. 

CHAIRMAN NICHOLAS: We will accept opposition for this Bill. 

DA VE MACIVER: I represent the Bismarck, Mandan Chamber of Commerce. Today I am 

here representing 22 other associations and businesses that have all signed this letter that I am 

going to pass out to you. We oppose mandates. \¥ e are not opposed to ethanol. What we are 

opposed to is mandates, In my mind and the people I represent this is a mandate. You are 

telling business what they must sell. That is a mandat,e. We talk about economic development 

in our state and the fact we want a business friendly environment yet we tell people that come 

here what they mu~t sell. ([[please read letter as to Coalition Against Mandates}}} 

CHAIRMAN NICHOLAS: Why do you think we are going to war in the middle east shortly? 

What do you think the primary reason is, 

DAVE MACNER: I do think we need to talce Sadam out. Oil is an issue. It is not the only 

point. 

.... 
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CHAIRMAN NICHOLAS: In North Dakota, Agriculture is the number one industry. You are 

going to be the new chainnan of ONDA. You are going to be out there representing hopefully 

the number one industry in the state. What are you going to do as chainnan of GNDA to help 

enhance agriculture in the state? Ifwe can't increase the ethanol production, biodiesel 

production and those types of things. How do you plan on doing it without a mandate. 

DA VE MACIVER: First of all Mr Chaiunan, I will represent ONDA and its members a•1d we 

will do everything possible to work with the various partnerships. Agriculture. Etc. 

As I said I have nothing against Agriculture. I think mandates are wrong. 

CHAIRMAN NICHOLAS. I hope as the ONDA PRESIDENT you can do better. 

Any other questions committee members. 

RUSS HANSON; I am with the North Dakota Pt,troleum Marketers Association. 

{ { { { {please see testimony]]]]] We stand here opposed to bill. We are all for ethanol. 

Consumer choice is prevalent. 

CHAIRMAN NICHOLAS: The com growers are not here today. Can you tell me why you 

have put so much pressure on them that they are not here today. It is quite conspicuous here 

today. The group that will benefit most from this legislation. What are you going to do to 

move this agenda forward,. 

RUSS HANSON: We have talked to the com growers a number of times as an association, 

We had the American Collation for Ethanol at our convention. And trade show to visit with the 

marketers to work with the ongoing education of a product. We feel we have talked to them. 

We have not put any pr1;1ssure on them. My understanding in talking to them that they are 

focusing on getting a plant and going that route. 

..J 
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REPRESENTATIVE POLLERT: What is your position on the ethanol incentive bill. 

RUSS HANSON: If you can find the financial resources to promote those plants. We are for it. 

Ethanol is a good product. There are good advertising out there now promoting ethanol, 

REPRESENTATIVE WRANGHAM: Do you feel retailers are justified in charging more for 

ethanol then other gasoline at the pumps'? 

RUSS HANSON: The price of the ethanol or mid grade is based on cost, price, truces and 

marketing. Usually the higher octane has a little higher price. 

CHAIRMAN NICHOLAS: I would like to touch on that. I have done some questions and it is 

my understanding that the retailers are making extra profit on ethanol and they are pocketing the 

profits. 

MIKE RUDE: We oppose Bill because of mandate. I am co owner ofto convient stores and 

a bulk operation in central ND, I want to make it very clear that I am not against the sale of 

ethanol at all gas outlets. I believe that mandates infringes on my right as a business owner to 
,_ 

sell the products I choose. An ethanol mandate would also mean costly updates that many gas 

out lets in ND. In Garrison alone we would be looking nearly $70,000.00 alone in order to 

handle the addition of another product at the pump. Our store is located on water. In the store 

in Garrison I would have to had tanks and pumps. I am for value added in North Dakota, 

We have few people looking for ethanol. Lets let consumets decide not government. 

RON NESS: I am Executive Director of the North Dakota Petroleum Council. I appear 

before you today in opposition to this Bill. This is a national situation. We have over thirty 

two blends of gasoline. I participated in the interim agriculture hearings on this issue and 

virtually set side by side with the com growers through the interim on this issue. The com 

.J 
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growers at the last interim meeting said we don't feel a mandate is necessary to grow our 

business. Please see map as to renewable fuels. My opposition and the opposition of 

Phillips petroleum industry strictly comes fonn a supply and distribution standpoint. The issues 

that we have talked about which mostly I agree with. Ethanol is a good product. We have 

stood side by side farm bureau and the national com growers association to promote this 

There needs to be a National solution to our issues, fuel supply issues are EPA has set down 

requirements over the 15 or 20 years that have taken a system of two types of gasoline that were 

designed for the United States and now we have over 32 types of gasoline. The com growers at 

the last interim meetjng said we don't feel a mandate is necessary to grow our business. 

We feel that the national renewable fuel standard is going to quadruple the use of renewable fuel 

in the next five to, ten yeas. Look at map and see what has happened across the nation with 

renewable fuel and our position. lets build up ethanol plants because the surge for ethanol in this 

country is growing. When we do it on a state by state basis what we do is penalize the 

infrastructure system and the distribution system of products. Again we need to do this on a 

national scale. We need to all work together. I don,t believe we need Iraq oil. The demand 

for ethanol is increasing. Lets supply the 11ation. If the renewable fuel standard goes through 

the entire mid west would consume about three billion gallons of ethanol. There is a letter that I 

am passing ut from Sen. Conrad. 

REP. MUELLER : As I am listening to your testimony you make a very good case for ethanol 

I guess I would reference with the National Energy policies that I think we are going to see and 

that we have been hearing about. Why would we not wan to get ahead now. Rather come in 

later. RON NESS: We are a net importer in North Dakota, We don't have the population 

: ' ,. 
V 
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. ........-...1 demand like Minnesota. Minneapolis. North Dakotas demand for fuel is not growing. There 

L 

is not a mandate in ~louth Dakota or Iowa. There consumption is very high. They promote 

there product. If consumers want it we will supply it. 

REPRESENTATIVE BELTER: Canada, the problem we have as to importing Canadian Fuel. 

Don't they use a lot of ethanol. 

RON NESS: You can use ethanol in a number of way. Most blended locations require that 

the products be blended so you get a good mixture. The recipe of ethanol has to be a sub octane 

ethanol then blended, I don't know what the refineries in Billings do. Maybe they would make 

that for North Dakota. 

REPRESENTATIVE BOEHNINOH: Refineries are gt.~aring up for spring season fall season 

etc, Would not ethanol pup relief on those refineries? 

RON NESS: Yes, on a national scale. EPA has put down a summer fuel and 11 winter fuel. 

If you mandate you have to furnish. 

REPRESENT AIVE KELSCH: What did SD do to promote ethanol. 

RON NESS: A $,02 incentive. They promote, 72% of people choose not to buy ethanol. 

Consumers have that choice, 

REPRESENTATIVE KELSCH: I don't appreciate mandates. What I hear within this is that 

there is a big problem with ethanol and it's self promotion. I for one don't buy ethanol. 

We need education. And promotion. I think if the consumer had the choice they would buy it .. 

RON NESS: If you mandate ethanol in ND it is about 30 million gallons a year. 30 million 

gallons is not going to build us a lot of plants, Five billions gallons a year allows us to supply 

the nation. 

.J 
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CHAIRMAN NICHOLAS: Ethanol got so much bad publicity, no matter what you did you 

could not dispel the problem. 

RON DAY: I represent the Tesero Refinery at Mandan. We don't support Mandate a 

mandate for ethanol, however we do support the use of ethanol. We have no probem with 

Supplying ethanol to our customers. We blend it we will supply it. In ND in we paid three 

hundred million to get into the game and be a part of ND. Over the last year we have spent 

approximately another seven million with local businesses. We as for a free opportunity to 

market our products in ND. Please see Regulatory Avalanche infonnation that I passed out to 

you. As you can see we have a diesel regulation coming down. Tesero right now is projecting 

seventy million dollar expenditure over the next five years to meet those federal mandates. 

We throw on another mandate to remove approximately 10% of our gasoline products. We 

don't automatically blend ethanol products. In January we lost two million dollars. Our 

business is not look real good in ND. You talce away ten percent of our products our 

corporation will look long and hard whether they want to spend seventy million dollars. 

I represent 270 workers. Each one of those employees has r, choice as to whether they stay 

with Tesero in ND . They chose ND. The longevity of this refinery. We want a level 

playing field. 

REPRESENTATIVE WRANOHAM. Is it justified for Tesero to charge $.02 cents more fot• a 

gallon of ethanol. Is that justified. 

RON DAY: Those extra blends do take extra handling. Transportation. I don't know the 

economics of that handling. We don't do it at refinery. 
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MARK DOUGHERTY With the Associated General Contractors of ND. North Dakota High 

ways gets a lot of it's money from the Federal Government.. Right now the Federal 

Government is providing a five point two percent discount in there excise tax for ethanol. 

That means the Federal High Way Fund has less money when more ethanol is used to fund 

transportation. 

Etc. The Federal Government is looking at the mandate in Minnesota and looking at possibly 

cutting Federal Funds for there high way program because of there mandates. There is less 

money going to Washington because of gas taxes. I wanted you to be aware there could be a 

down side to this. 

CHAIRMAN NICHOLAS: We will close on HB 1493, 

J 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILIJRESOLUTION NO. HB 1493 

House A&rlculture Committee 

□ Conference Committee 

Hearing Date February 13, 2003 

Ta eNwnber Side A 
2 

Committee Clerk Si ature 

Minutes: 

COMMITTEE ACTION 

SideB 
X 

Meter# 

REP. NELSON Presented amendments #30721.0101 to the bill, prepared by the legislative 

council, 

REP. KELSCH Made a motion to adopt the amendments as presented. 

REP. POLLERT Second the motion. MOTION CARRIED BY VOICE VOTE. 

REP. KELSCH Made a motion for a DO NOT PASS 

REP. KREIDT Second the motion. MOTION CARRIED. 

7 YES S NO 1 ABSENT 

REP. KELSCH Was given the floor assignment. 
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Amendment to: HB 1493 

FISCAL NOTE 
Requested by Legislative Council 

02/18/2003 

1A. State fiscal effect: Identify th9 state fiscal effect and the fiscal effect on agency appropriations compared to 
~II Id If und na eve s an aoo,ol)r, at ons antic/Dated under currem 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 dfstrl_ct fiscal effect: ldentlfv the fiscal effect on the avoroprlate po/ltical 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 caus~ fiscal Impact and Include any comments relevant to 
your analysis. 

Engrossed HB 1493 r-9qulres establishments with more than one gas pump must offer a blend of ethanol and gasoline 
effective In 2004. The tax rate does not change so there Is no direct fiscal Impact. 

3. State flacal effeat detail: For Jnfonnatlon 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, 1/ne 
Item, and fund affected and the number of FTE positions affected. 

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

Name: 
Phone Number: 

Kathryn L. Strombeck 
:i28-3402 

Agency: Tax Dept. ----Date Prepared: 02/19/2003 



B111/Resolutlon No.: HB 1493 

FISCAL NOTE 
Requested by Legislative Council 

01/21/2003 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
fJ di I I d rl ti ti I t d d t l un no eves an aoorof)1 a ans an orpa e un er cu"en aw. 

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 aohool district fiscal effect: Identify the fiscal effect on the aooroprlate 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 re/9vant to 
your analysis. 

,~ HB 1493 requires the blending of ethanol with gasoline effective In 2005. The tax rate does not change so there Is no 
1 , direct fiscal Impact. _ .. , 

L l 

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

fund affected and any amounts Included In ths executive budget. 

B. Expenditures: Explain the expenditure 8mounts, Provide detail, when appropriate, for eaoh agency, fine 
Item, and fund affsoted and the number of FTE positions affected, 

c, Appropriations: £Explain thFJ appropriation amounts. Provide detail, when appropriate, of tho effect on 
the blennlsl appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between th& amounts shown for expenditures and appropriations. 

Name: Kathryn L. Strombeck !Agency: Tax Dept. 
Phone Number: IDate Prepared: 02/05/2003 
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30721.0101 
Title. Prepared by the Legl.,/atlve Council staff for 

Representative Nelson 
February 5, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1493 

Page 1, lfne 7, replace "All gasoline having" with "Any gstabllshment that has more than one 
pump at which fuel for use In motor vehicles Is offered for sale at retail must offer for 
sale from at least one pump gasollne that has" 

Page 1, line 8, replace "offered for sale at retail In this state must be" with "which Is" 

Page 1, line 10, replace "2005" with "2004" 

Renumber accordingly 

Page No. 1 30721.0101 

The mlcrographfc fMagoG on thla fflm are accurate rfproducttona of records delivered to Modern Informatfon Systems for mfcrofflmfng and 
were ff lined fn thff regular course of busfness, Tho photographfo process meets &tand11rds of the Amerfcan Nat tonal Standarda Institute 
(ANSI) for archival microfilm. N0TIC~1 If the filmed fmago a~ve fa Lesa legible than thfe Hottoo, ft Is due to the quality of the 
docunont b&lng fll,oad, 'i,{; <'Q ~ j ,? h~ ~1c e 
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Date: 
Roll Call Vote #: 

2003 HOUSE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTHJN NO. 

House AGRICULTURE COMMITTEE 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 4!c1 
Motion Made By 

Representadves Yes No Representatives 
CHAIRMAN NICHOLAS 1,,,.,, 

VICE CHAIRMAN POLLERT v 
REPRESENTATIVE BELTER V 
REPRESENTATIVE BOEHNING v· 

REPRESENTATIVE KELSCH v· 
REPRESENTATIVE v·· 

KINGSBURY 
REPRESENTATIVE KREIDT V 

REPRESENTATIVE UOLEM 
,,.,, 

REPRESENTATIVE v· 
WRANOHAM 

REPRESENTATIVE BOE V 
REPRESENTATIVE FROELICH V 
REPRESENTATIVE MUELLER .... 

REPRESENTATAIVE ONSTAD 
...., 

Total (Yes) 7 No 

Absent I 
Floor Assignment 

Yes No 
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REPORT OF STANDING COMMITTEE (410) 
February 14, 2003 2:43 p.m. Module No: ! tR-29-2823 

Carrier: S. Kefsh 
Insert LC: 30721.0101 Title: .0200 

REPORT OF STANDING COMMITrEE 
HB 1493: Agrlculture Committee (Rep. Nlcholas, Chairman) recommends AMENDMENTS 

AS FOLLOWS and when so amended, recommends DO NOT PASS (7 YEAS, 
6 NAYS, 1 ABSENT AND NOT VOTING). HB 1493 was placed on the Sixth order on the calendar. 

Page 1, llne 7, replace 'All gasoline having' with 'Any establlshment that has more than one 
pump at which fuel for use In motor vehicles Is offered for sale at retall must offer for 
sale from at least one pump gasoline that has" 

Page 1, lfne 8, replace "offered for sale at retail In this state must ba 11 with "which Is" 

Page 1, fine 10, replace "2005 11 with "2004 11 

Renumber accordlngly 

(2) DESI<, (3) COMM 
Page No. 1 

HR,29·2823 
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July 25. 2002 

The Honorable Kent Conrad 
United States Senate 
530 Hart Senate Office Building 
Washington, DC 20510 

Dear Senator Conrad: 

As Senate and House conferees begin work on the national energy policy legislation. we urge you 
to support the fuels provisions contained in the Senate•passcd bill. 

Enactment of the fuels provisions will conclude a long and dlfOcuH debate about U.S. fuels 
policy. The American Petroleum Institute, National Corn Growers Assoclution, Renewable Fuels 
Association. American Parm Bureau Federation. Northeast state air quality officials. American 
Lung Association and others have worked together for months In a constructive effort to resolve a 
series of issues of much importance to the U.S. motoring public and to meeting the natlo11 1s 
energy, economic and environmental needs. 

The Senate fuels provisions are a vital component of the national energy policy provided for by 
this feglslatlon. They go a long way toward Implementing the recommendutfons of the U.S. 
Environmental Protection Agencf s Blue Ribbon Panel on Ql(ygenates in Gasoline to phase down 
MTBE and remove the federal RPG oxygen requirement. Key fuels provisions would: 

• Establish a National Re11ewable Fuels Standard (RPS) providing that a portion of the U.S. 
motor vehicle fuel supply will be provided by renewable, domestic fuels growing to 5 
billion gallons by 2012; 

• Provide for n national credit banking nnd trading progrnm to ensure that renewable fuels 
are produced and used cost-effectively In areas of the country where It makes the most 
sensei 

• Ellmlnatc the federal reformulated gasoline oxygen requfremenli 
• Provide a four-year phase down of MTBB; and 
• Protect the air quality gains resulting from the federal reformulated gasoline program .. 

We have tafked long enough about U.S. fuels problems. Now is the time to approve a realistic, 
nat10.1al solution to meet the needs of the motoring public, We urge you and your fellow 
conferees to approve the Senate fueli; provisions, 

mr 

Eric Aasmundstad 
ND Parm Bureau 

Sincerely, 

Ron Ness 
ND Petroleum Council 
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Roger Johnson 
Agriculture Commissioner 

)HY'W,agdepartment.com 
-( r ... ·-- ---- -~-- -----

Phone 
Toll Free 
Fax 

(701) 328-2231 
(8t)0) 242-7635 
(70'1) 328-4567 

icult 

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

1'estimony of Roger Johnson 
Agricultur,i Commissioner 

House Bill 1493 
House Agriculture Committee 

Peace Garden Room 
February 6, 2003 

Chairman Nicholas and members of the House Agriculture Committee, I am Agriculture 

. ..-'"'-. Commissioner Roger Johnson. I am here today in support ofHB 1493, which relates to the sale_ 

L 

0 •- I ••• •• • • ., • • • •• 

of gasoline blended with ethanol. 

HB 1493 would require all gasoline having an octane rating of eighty-seven and offered for sale 

at retail in this state to be blended with ethanol at the rate of ten percent. 

Ethanol is a Growing Industry 

North Dakota's two existing ethanol plants have a combined annual production capacity of 

approximately 34 million gallons per year and plans are in the works to construct a third plant in 

east-central North Dakota. Other groups are also considering plans for ethanol plants in central, 

northwestern, and southwestern North Dakota, (A news article is attached regarding a potential 

plant in southwestern ND.) 

,· ft 
.~ 



The North Dakota Com Growers Association estimates that 26% of the fuel sold in North Dakota 

is an ethanol blend - that compares with 65% in South Dakota and more than 90% in Minnesota. 

South Dakota provides an at-the-pump 2¢ tax incentive, which can sometimes make ethanol­

blended gasoline as much as 6¢ cheaper per gallon than regular unleaded gasoline. 

Ethanol is a Huge Success in Minnesota 

These statistics beg the question - why is ethanol consumption at 90% in Minnesota? In 1980, 

Minnesota passed legislation that defined "agricultural alcohol" and created a 4¢ per gallon tax 

credit on blended gasoline as an incentive for retailers to blend ethanol in gasoline. Five years 

~ . -later, after creating a significant ethanol market, the tax credit was reduced to 2¢ per gallon, A 
I 

L 

20¢ per gallon ethanol production payment was created in 1986 to provide incentives for 

constructing new ethanol plants in the state. 

Minnesota also took steps during this time to provide public education across the state and to 

promote the growth of the ethanol industry, The 1990 Federal Clean Air Act Amendments 

provided the next impetus for additional legislation relating to ethanol. The Twin Cities Area 

was found to be out of compliance with EPA carbon monoxide standards and as a result was 

required to begin using oxy-fuel beginning in the winter of 1992. 

ope1"ator s I gnature 
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· -- -· ·In 199 i-,-tlfe·Minn:esdta-state·Legislature passed legislatio1nequirurg-a yea.i-•tound 2. 7% 

minimum oxygen content for gasoline sold in the Twin Cities by 1995, with the entire state 

meeting the requirement by 1997. 

Today, ethanol replaces almost 10% (240,000,000 gallons) of the gasoline sold in Minnesota. 

Further, two new ethanol plants came on line in 1995 and sincr that time ten additional facilities 

have either been built or expanded, Twelve of the fourteen existing ethanol plants are designed 

in a cooperative fashion and are owned by over 8,000 farmers. 

North Dakota Can and Should Do More to Promote Ethanol 

. -Minnesota's ethanol success story should serve as a lesson to us in North Dakota, The 58th 

legislative assembly is also considering legislation that would provide incentives for the 

production of ethanol. While some may be inclined to support production incentives over an 

ethanol requirement in gasoline, I would argue that we can and should do both, 

Elected officials on both sides of the aisle continually pledge their support for and speak to the 

benefits of value-added agriculture. I believe that it is time to put action behind the words. Ifwe 

are truly looking to add value to agricultural products in this state and to encourage new markets 

and new products, we in government have to be willing to play an appropriate role to foster that 

process, I believe that increased production and use of ethanol in North Dakota and throughout 

the United States will provide additional value~added opportunities for our fanners and increase 

3 
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ethanol. 

According to an "Ethanol and the Local Community Study' conducted by AUS Consultants/SIB 

& Company," ... a 40 MGY ethanol plant will generate., .additional revenue for local grain 

farmers by in,;reasing demand, which in the case of com, in most circumstances results in an 

increase to the average local basis of an estimated 5 to 10 cents per bushel." 

And according to the Minnesota Department of Agriculture, processing com products instead of 

exporting raw com doubles the value of each bushel. In addition, ethanol plants not only produce 

fuel ethanol, they also produce a large quantity of co-products which can benefit other sectors of 

--~---·· - our economy. Livestock can be fed the high-protein feed that is a major co-product in ethanol 

production. Other co-products include: carbon dioxide, starch, sweeteners and ina.ustrial 

ethanol. 

L 

Ethanol Can Help Decrease Dependence on Foreign Oil 

I also believe that we must do more as a state and as a country to decrease our dependence on 

foreign oil today, The United States currently imports 5 7% of our oil supply versus 

approximately 45% during the energy crisis of the 1970's (Source: Energy Information 

Administration/Annual Energy Review). The following table shows the leading exporters of oil 

to the United States: 

4 
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·-·-·••-..-•--· .. -- ----·---~---·---· ··-··-·· · Netlmpbrts (Tlrousand_ .. · 
Country Barrels per Day) 

Ca'llada 1,828 
Saudi Arabia 1.662 -Venezuela 1,553 
Mexico 1,440 
Nigeria 88S 
Iraq 795 

Source: Energy Information Administration/Petroleum Supply Annual 2001 1 

Volume 11 Table 21 

The stability of these imports seems questionable, especially during this time of crisis in the 

Middle East and with Venezuela on the verge of a civil war. 

We can and must do more to promote the production and usage of renewable fuels such as 

ethanol and biodiesel. The US marketplace is too often overlooked by agriculture as we focus on 

. -·· ·-·acquiring new international. markets. Biodiesel ·and ethanol aie 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. 

L 

Conclusion 

Ethanol is a renewable, domestic source of fuel and we should be proclucing and using more of it 

to lessen our dependence on foreign oil and at the same time create a value-added opportunity for 

our farmers and an environmentally-friendly choice to consumers at the fuel pump. Chainnan 

Urlacher and committee members, I w·ge a do pass on HB 1493. I would be happy to answer any 

questions you may have. 

5 
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! puH a.snowmobile out of the Red ~ so_uth of Rl'go on~ njgt.t aftet it~ found by divers. 
the driver fell ttunugh lhin rce under a bridge.. Divers ~ their search lhursdaJ for lyfer Scholtz, 
fell into the fey Red River on the snowmoblle.. Cass County authorities saJd the teenager and two 
! snow_mobiles on the river Wecfnesda'/ ·night, tral/el~ 1mm ~ M~ota side b~ ~ North Dakota 

·ch ·qtlled off for Fargo teen 
. . 

rewsdrilled look. If they find an~g Fichohi was a Fa® North ~nt rushed by ·the bridge 
er cameras remotely dose. they1l dive that High School senioL · Principal beams. 
:I River to. spot.• AnifyDahlensaidlbursdaywas Woders at the Wild Rice Bar 
er- who fell Eicholtz and two friends · a tough-day for students at the and Grill, a hangout among 
.ng a snow- wererldingsnowmobiles on the school, ~d counselors and snowmobilers less than two 

· . river near Moomead. Minn.. on . pastors were there to helP. miles from the site,. said late 
er Eidloltz, Wednesday night, and had fbem.. . Wednesrut.y they bad not seen a 
suspended turned near a b~ south of •we held a senior class sledder all night. 
ay because Faigo when Eidmlti' soowmo- meeting and .bad students in . "On the Red, there aren't a 
nmty Sher- bile went through the ice, ~mrgymnasium. and we report- whole lot of places {for snow-
Lt filch ;mthnrities 83id. His two ftien~ ed ilie infonnati,!)D that we mobilers) to cross, ~o most p~-

. saw a 10-foot-by-5-foot ho~ had: Dahlen satd. •There's p)e. cross near badges." said 
,ere an day. Clay Ollmty. Minn.. Sheriff Bill ~ tire ~ to _at last Kody Moore, a bartender and 
··itupagain v--iquist said. They ran tn a. ronsole one .3!1-other and_ to SIUMIIWL:-i~r bimsclf. The fun­
• oy home and called fur begfnthatgrlevmgpmcess."· neling 1 of water beneath 
.oles were · heap. · · ~chol~ was an '\1pb~t'.' . bridges ..-a melt the ice, he 

'! 
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Group pledges moriey for ethanol study 
RICHABD'ION (AP) - The Staik Development Corp. has 

pledged $5,000 toward a feasibility study for a proposed ethanoi 
plant hei;e. 

Jody Huft a supporter of the project, said officials are loqk­
ing to raise the rest of the money needed for the $30,000 study. 

· The proposed $54 million plant in .southwestern North 
Dakota would produce 40 million gallons of ethanol per year, 
Hof!said . · · 

"It will talre about 15 million bushels of com per year to fuel 
the plant, n he said. 
. North Dakota has two ethanol plants, in Grafton and Wd!bal­

Ia in the northeastern part of the state. Together, they produce 
more than 30 million gallons of the fuel additrve annually. . 

FargO-:based Dakota Renewable Fuels U.C is considering 
whether to build a third plant, ~ Valley City or Wah~on in 
southeastem North Dakota. that would produce 30 million gal­
lons of ethanol per yea,:.· 

Vocational education addition aired 
MINOf (AP) - A $12 million vocational education addition 

to the hiBh school here would serve other high schools. colleg~ 
and busmesses. officials say. , 

-rhis is a '4rmn," ~d Minot State University Prescient Erik 
Shaac, who discussed plans for the additi~n Wednesday with 
Williston State College President Joe McCann, Minot Superin­
tendent Ridmd Lan;on and School Board members_ 

Students and teachem who now attend classes in an aging 
building in downtown Minot also are eager for an addition. 
Welding teacher Blannv Nygaard estimated that his welding 
students lose an hour ot class time each week driving between 
the campus and downtown. 

Larson said funding for the project could come from private 
donations, school district funding, or state and federal funding. 
He said Rep. Mike Tui:un, R-Minot, plans co introduce a bill in 
the state Legislature seeking $4 million !fi state funding for the 
technical center. 

Tourism expert offers ideas 
GRAND FORKS CAP)-Nmth Dakota has no Disneyland, but 

it has snowyowfs that people would like to see. a Texas tourism 
expert says. . 

Ted Lee Eubanks spoke Wednesday at what was billed as the 
state's first Nature Tourism Conference. 

•It's pretty simple: I cannot buy a snowy owl .. -an't buy your 
history or your culture," Eubanks said. "Iden 1e resowces 
that imprint us, and market those resources.· 

~~ 
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Thetruth 
about ethanol 

These facts debunk !he five most 
popular myths about this renewable fuel 

_.._,...•here are two major 
reasons why ethanol 
plays a vital role in 
Amer-lea's future. 

First Ii the issue 
of national security. 

When energy prices soared in 
the 1970s, most people recog­
nized the eountry's unhealthy 
dependence on imported petro­
leum. Not.hing has changed re­
garding those security issues. 
In 1995, the United States ex­
ceeded the level of imported pe­
troleum it reAched in the 1970s. 

Pollution. Second Is 
1

the 
Issue of pollution, which affects 
public health. Engine ttmissions 
contain a host of po!lu­
wits that adversely af. 
feet the air we breathe 
and contribute to in­
creasing levels of car­
·b on dioxide in the 
atmosphete. 

Despite the fact th11t ethanol 
use Is btmcfidal on both count$, 
it has faced fierce battles at 
every turn from special intereb't 
groups who would benefit :from 
its demise. Their arguments 
seem compelling on the sur­
face, but many are based on 
myths aod misconcepHons, 

' 
Myt.h #1: Ethanol 
doesn't really benefit the 
environment. · 

Research at the: U.S. govern, 
ment's National R{mewable En­
ergy Labo!'atory (NREL) in 
Golden, Colo., reveals that 
about one-third of tlw countr'1•'s 
carbon dioxide emisstons result 
directly frorn producing and 
consuming transportntion fuels. 

Combustion Is more com• 
pI-:te in fuels blended with 
ethanol, which contain higher 
a111ounto of o,cygen than non­
blended fuels. That reduces 
th•! amount of carbon monoxide 
th;u is formed and the reduction 
is significant 

Tests at the National Center 
for Vehicle Emissions Conlrol 
a1td Sa1ety at Colorado State 
U 11lversity document a 25% to 
3Mo reduction in carbon monox• 
Ide emisdons when automo• 
biles use a 1~~ ethanol bland. 
Tl\e EPA ba~ks this up, When 
o:-.-ygenated fuel programs de• 
bitted in 1992, 21 new program 

are-,J.S--nation~ide--
. experienced a 95% re­
d uction ln carbon 
monox1de vfolations, 

Ethanol production 
and use also reduces 

tc ital carbon dioxide emissions. 
.A paper presented to the Presi­
dent's Committee of Advisors 
on Science and Technology in 
1997 estimated that If 4 billion 
gallons of ethanol were con• 
s umed annually, about 25 mil­
l 10 n tons of carbon dioxide 
~missions would be eliminated. 

Myth #1: Ethanol does 
not pemntt well in 
conventional vehicles. 

Ethanol );)lends have beel'.I ap, 
p!'oved for use by evcty automo­
Mle manufacturer that does i 

'
~ business In the United States. " 

l~rio~ ~ 
Ethanol even enhance~ per• ~ 

iorma.nce-a 10~ blend of ~th• §i 
;1n<>J raises the octane number 
'>Y 2.5 points. 

, ... 
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Years ago, when ethanol 
was first introduced, !uel-Iim~ 
freeze,ur> w11s ll problr:m be­
c~u~e water hatl bullt up iu 
1111d!!rgi'ouud ~tnrc\ge tauks arici 
wate-r "att11.ches" h1=1~lf to 
clhal'IOL Howcvia, the gnsolintt 
industry ellmin:ited water rrom 
thos~: tanks long ago. 

'Whllc It I:~ true that clhanoI 
contttiu~ !Ms energy µ~r unit 
volum& than unhlP.oded gaso­
line (mlnhnally reducing milei 
µer ,irallon). modc:rn r.n?,in~ ate 
desi,irnecl to take advll~t:,ge of 
the high-octane benefits of 
ethanol blends. _____._, _______ ,_ 
Myth 4t3: 'The ethanol 
indasb:y has been subsi• 
clh:ed fong enough. 

At the feder'al level, tnx in• 
eentive~ reduce the cost o! 
ethanol hlend!I by about SO 
cent~ per .gallon-an amount 
that Congress decided would 
stay 1n phtce until 2007, 

What is o{ten overlooked, 
according- to the USDA's Eco• 
nomic Research Service (liRS), 
is that ethanol produc.tioo iaclli­
tles account for o,•er 40,000 Jobs 
and contribute inore than $1. bil­
Uon in household Income. The 
ERS ali:.o reports that If ethanol 
production reached 5 billion 
gallons attnually, farm income 

· would jump Sl billion and over 
100,000 jobs would be ~l'<!'llted, 
prlmarlly In rural areas where 
they ure most needed. 

Finally, for the top 10 c:oro• 
growin~ $tal~s. the USDA esti­
mates a nearly $475 million 
increue in tax rGcelpts !rom 
ethanol l)rt1duc:tion, 
........ --•1, ___ ...._._ 

Myth #4: Ethanol fa 
made only from food 
crops like com. 

The n111ounl of corn used 
each year ro produce clhann/ 
N:presents only 5% lo '(% of 
~vengc annu~l pro, uction. 
Afler r.orn is u$Ctl to 11roduce 
eth,mol, the by-products of tl1e 
procc~s .-.re used as a major 
sou rel'. of animal fi':ml, 

As lhc <.:Lhanc,J indusb":, grow~, 
,o will lhe use of waste prod• 
ucts and nltcrnative cr,,ps. Al· 
read:,-, crop3 like aorgh J.m ailt:l 
food-processing waste a·e gain• 
Ing favor, And l'ew research 
from NREL is proving that bio· 
mas~ products like pu),)wo~d. 
rice r:itraw, switchgra$S, alld com 
stover \.111.ll bia used as t•thanol 
feed stocks. 

---·---·--
Myth #5: The ethanol 
fae-1 cycle yields a nega.­
tive energy bala11ce, 

No matter whether ethanol 
is produced from corn Ol' other 
f eedstocks, ethanol generates 
more energy than is con,.;umed 
during production. 

An exhaustive cco11omic 
analys\$ conducted b:, the 
Argonne- National Laboratory 
concluded that ethanol made 
from corn outperformed gaso, 
line by using less energy and 
producing fewer greenhouse:: 
g11se$, When other biomass 
f~edstocks are (.'onii;lderetl, the 
ei,ergy savings are even greater. 

Bio.mass. Accotdin~· to a 
iuel-eyele evaluation cond Jcted 
by thP. Department of Energy, 
the fuel cyde o! ethanol pro­
duced from biomass feeds:.ocks 
generat~s 6.S Btu for every 
Bh, of £o~1:II energy cc,n~umed. 
/Dale MeOonald 
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NORTH DAKOTA FARM: BUREAU 
TESTIMONY ON 

HB 1493 

Good 1norning Chairman Nicholas and members of the House Agriculture 

Comrnittee. My name is Doug Goehring. I am here representing the 26,000 

member families of North Dakota Fann Bureau. We support HB 1493. 

Previously, we testified in opposition to SB 2027 which is a similar bill being 

debated in the Senate. After considerable discussion we believe a requirement 

to incorporate ethanol into the gasoline will be a positive move for the state of 

North Dakota. Additionally, HB 1493 provides an effective date of 2005 

which offers adequate time to prepare and implement such a program. 

There are many benefits to be derived from requiring ethanol usage. First and 

foretnost is the positive impact this will have on agriculture, the number one 

industry in North Dakota. Corn producers can see an expanding and stable 

market for their commodity. Second, inexpensive byproducts can be utilized 

by the livestock industry mininuzing large fluctuations in the cost of feed. 

These feedstuffs will be in quantities sufficient to entice growth and expansion 

in livestock industry. 

Onefamre. Onevoice. 
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The economic impact to communities that are h01ne to an ethanol plant or to 

the livestock enterprises will certainly be positive. Creation of quality jobs in 

construction and operation of these facilities will be a boon to the towns and 

counties in which they are built. The state will benefit from this economic 

development as well. 

The iconcem over our growing dependence on foreign oil is another reason to 

support this bill. Our responsibilities as citizens in our communities, state and 

nation, with the need to be more self-sufficient and becoming energy 

independent is a goal we speak about, but fear implementing. Foreign oil 

supplies, especially from the Mideast, are more pre~arious with threats of war 

looming. It is imperative that we develop our resources here in the United 

States and expand our renewable resources to be more energy self-sufficient in 

the future, the very near future! 

Mandates may not be pleasant but are often necessary to improve quality of 

life, provide economic stability or make us more responsible. We require 

vaccinations, limit the speed we travel on our roads, insist on licensing motor 

vehicles and require pennits for building new homes. Warranties require that 

products be used in a specified manner in order for the warranty to be valid, 

The point is, mandates can be useful tools to provide a desired outcome. 

For the good of society, we can be responsible in addressing our energy 

supplies. Ethanol is an octane enhancing, environmentally friendly, renewable 

fuel. The growing concern over air quality and meeting Clean Air Act 

requirements compels us to broaden our use of oxygenated fuels. Ethanol is a 

perfect fit. 
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For these reasons we support l-IB 1493. 
" We hope you concur and 01ve the hill 

a DO PASS" recommendation. b. 

Thank you for your kind attention. 
questions. I would be happy to respond to any 
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NOR1'H DAKOTA PETROLEUM MARKETERS ASSOCIATION 

Rl:PRESENTINO: 
BUik OIi Jobbers 
convenience store~ 
service stations 
Truck stops 

1025 N, 3rd St. • P.O. Box 1956 • Bismarck, ND 58502 
Telephone 701·223-3370 • WATS 1-800-472·0512 • FAX 701-223-5004 

Testimony HB 1493 

February 6, 2003 - House Agriculture Committee 

Mr. Chainnan & members of the House Agriculture committee, my name is Russ Hanson 
of the ND Petroleum Marketers Association (NDPMA), NDPMA is an association of 
service stations, convenience stores, truck stops, and bulk oil jobbers. We appreciate the 
opportunity to offer our comments in opposition to HB 1493. 

HB 1493, if enacted, would require retail petroleum dealers to offer ethanol-blended fuel 
at 87-octane level. NDPMA is not against ethanol. The association is opposed to 
government regulation mandating the offering of a certain prnduct. Consumer demand 
will create self-sustaining markets and the retailers will comply with the wishes of the 
customer. When the customers request a product and it makes economic sense - the 
retailer is more than happy to provide it. 

The issue of ethanol availability has been raised a number of times. NDPMA surveyed 
all 880 retail gasoline locations. 

367 retail locations (43% of the total) responded to the survey. A majority - 231 (or 
63%) of the respondents offer ethanol blended gasoline while 136 (37%) do not offer 
ethanol blends. These results indicate that the product is readily available to the 
consumer buying public. 

67 (18%) of the 367 respondents offer one grade of gasoline. 130 (35%) of the 
respondents offer two grades while the remaining respondents offer three or four grades. 

All statistics aside, the policy decision remains whether the government should dictate 
what product must be offered for sale. NDPMA would request the Legislature continue 
to allow the market forces determine this. Each business's individual situation is unique. 
The reasons for offering (or not offering) a product depend upon the t·espective consumer 
preference. ' 

Thank you for the opportunity to present this testimony, I would attempt to address any 
questions. 
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Coalition Against Mandates 

The organizations listed below oppose government mandates. The free enterprise system should 
dcpeiod upon consumer choice and competition to detennine the products offered in the 
marketplace. 

Gov<imment mandating the offering of a certain product or service is not necessary as consumer 
demand will create seli:.sustaining markets. 

We want to make it eminently clear that we are not against agriculture. We fully realize the 
importance of agriculture's vital role in the North Dakota economy. 

However, we oppose bad economic policy. Mandates restrict competition, infringe on free~ 
entf:rprise, 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 anci 
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 Association 

Bismarck/Mandan Chamber of Commerce Burlington Northern Santa Fe Railway Company 

Caterpillar 

E.W. Wylie Corporation 

Lewis Truck Lines 

North Dakota Grocers Association 

North Dakota Retail Association 

Ottertail Power Corporation 

PACE Local 7-10 

Qwest Corporation 

Utility Shat'eholders of North Dakota 

Devils Lake Chamber of Commerce 

Greater North Dakota Association 

Midwest Motor Express 

North Dakota Motor Carriers Association 

North Dakota Petroleum Council 

National Federation of Independent Business 

North Dakota Petroleum Marketers Association 

Tesoro Petroleum 

Xcel Energy 
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