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2003 HOUSE STANIJINO COMMITTEE MINUTES 

BILl/RESOLUTION NO. HCR 3061 

House Finance and Taxation Committee 

□ Confereu~ Committee 

Hearing Date February 26, 2003 

-· Tape Number Side A 
1 X 

SideB 

_ Committee Cl~k Signature 0-1'.\,(. 
0

1!_ IJ JJ/jµ;v 
Minutes: 

REP, DROVDAL, VICE-CHAIR. Called the hearing to order. 

Meter# 
25.2 

-

REP. AL CARLSQlS, FARGO Introduced the resolution and explained some of the 

background 011 the resolution. This resolution deals with the taxation of electric utilities. For the 

past five years, he was chairman of the Electric Utility Competition Committee. What they 

attempted to do in that committee, as they watched other states involved in the deregulation of 

electricity, they found that everyone was making tremendous mistakes as they deregulated. He 

stated that Montana had destroyed their tax base system, and by watching the news, you see what 

California did. There &e three types of electric utilities in the state, investor owned, 

co-operatives and .1nicipals. There are fourteen cities which are municipally owned. The tax 

structure, basically, boHs dow11 to the two, investor owned and the co-operatives. We have 

property which is centrally assessed for one, and we have the gross receipts tax system for the 

-~ other, the co,,operatives being the gross receipts tax. The committee attempted to find a way to 
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Page2 
House Finance and Taxation Committee 
Bill/Resolution Number HCR 3061 
Hearing Date February 26, 2003 

unifonnly tax all of thtmi, Ciave an explanation of the problems th,:y encountered in finding a 

unifonn tax. The goal is to find one tax system for all electrical utilities, 

MP, KELSH Related to the first line of the resolution, "directing the L~gislative Council to 

study' was it your intention that this would be a mandated study? 

.REP. CARLS.!ffl Yes it would be. During the interium, we were assigned to deregulation, thut 

was our mission for the six years the committee was in existence. That mandate turned from 

deregulation to taxation after the first biennium. Last session, when the TIA bill was introduced 

in the Senate, they said now, we will add this to your plate as well, The intent is, not to just lay it 

out there, but to study it. 

REP. WINRICH It sounds like this issue has been studied already, by your own description, 

the committee has done a great deal of work looking at these issues and wasn't able to come to 

any concensus in six years, is it realistic to get the job done in two years? 

REP. CARLSON I think we have come ninety percent of the way. I can't tell you we will have 

a unifonn agreement on the whole process. We asked the committee to bring us two tax 

proposals, and they each did, and when you looked at them, they weren't all that different. The 

main objective was, as a state we have chosen not to spend any less money on our programs, so 

the fitst goal is to maintain the revenue stream. We had to draft something that is revenue 

neutral. I think that was done. We possibly would have had a bill, had we not had two new 

members on our committee, We only met three times. The new members felt they didn't know 

enough about it to vote on it. 

HARLAN FUGLESTEN, COMMUNICATION§! & GOVERNMENT RELATIONS. 

DIRECTOR OF THE ND ASSN OF RURAL ELECTRIC COO PERA TIYES Testified in 
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Page3 
House Finance and Taxation Committee 
Bill/Resolution Number HCR 3061 
Hearing Date February 26, 2003 

support of the resolution. See attached written testimony plus a copy of a unified property tax 

replacement plan. 

REP. KLEIN Do you think the structures are similar enough, on these IOU and REC's, that we 

will be able to put a value on the truces that is equitable, to me it seems like there is quite a bit of 

difference, how ' ,·ill you address that? 

HARLAN FUGLESTEN We both pay property taxes. We pay them on a different basis. 

V/ith respect to tht: structuro, I don't think that is an insunnountable area. Investor owned 

utilities pay something like six million dollars, we PRY about seven million dollars in taxes, we 

are talking about eleven or twelve million dollars in taxes. W c know what the fiscal impact is. 

We think we can arrive at a fiscal note that would be fair. 

DENNIS BOYD, ON BEHALF OF MDU RESOJJRCES GROUP. Was not really 

testifying in support, at least not as the resolution is written. He stated he objected to a couple of 

Whererui's in the resolution. He stated he had amendments prepared to address those concems. 

Gave some background history relating to the six year history of working on this problem. He 

stated they pay property taxes wider two different systems. Their property taxes are centrally 

assessed, and then apportioned back to the political subdivisions. The rural electric co-operatives 

pay per mile transmis:.,ion line tax, and a two percent gross receipts tax, both of which are in lieu 

of property taxes. We are taxed very differently, and it is very confusing. The one remaining tax 

that has not been aduressed, is the corporate income tax which we pay, and they do not pay. 

Corporate income taxes should be assessed on them~ removed from us, or figured into t,he 

equation. 

Mr. Boyd presented amendments to the committee and explained them. 
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Page4 
House Finance and Taxation Committee 
BilVResolution Number HCR 3061 
Hearing Date February 26, 2003 

The amendments reflect the emphasis of this study on property taxes, and includes all of the 

remaining taxes, which includes corporate income tax . 
......... 

REP, NICHOLAS Stated, obviously, the IOU's pay the corporate income taxes, is there any 

reason we should include the tax that I pay as a consumer of the rural electric also? 

DENNIS BOYD I presume the taxes paid by the rural electrio co-operatives are reflected in the 

rates that you pay when you buy their electricity, just ns they are in our rates. Those taxes, 

basically, are the gross receipt tax and the per mile transmission line tax. 

REP. NICHOLAS The consumer pays the same tax, or what your tax, in the fonn ofa 

dividend is, clarify that. 

DENNIS BQYD That is another touchy area, you brought up dividends, which has nothing to 

do with this. I don't care, if you want to inr,lude that. In my mind, there are two types of taxes 

remaining, property taxes and income taxes. 

vv·ith no further testimony, the hearing was closed. 
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2003 HOUSE ST ANDINO COMMn'TEE MINUTES 

BILURESOLUTION NO. HCR 3061 

House Finance and Taxation Committee 

□ Conference Committee 

Hearing Date March 3, 2003 

Ta e Number Side A ,__ __ 
l 

SideB 
X 44.4 

Meter# 

Recorder did not 
work 

Committee Clerk Si ature 

Minutes: 

COMMITTEE ACTION 

REP. IVERSON Presented amendments to the committee which were prepared by Dennis 

Boyd with MDU Resources Group. 

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

REP. GROSZ Second the motion. 

REP. WINRICH Stated he would resist the amendments, as he felt the amendments would set 

the procedure backwards. 

REP. SCHMIDT Felt the amendments would destroy everything the Electric Industry 

Competition Committee members had worked on for the past six years. 

MOTION TO ADOPT THE AMENDMENTS FAILED 7 YES 7 NO 

. • • ........ j -1.....~ ......... 
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Page2 
House Finance and Taxation Committee 
Bill/Resolution Number HCR 3061 
Hearing Date March 3, 2003 

REP, WINRICH Made a motion for a DO PASS. 

REP. WEILER Second the motion. MOTION CARRIED 

11 YES 3 NO 0 ABSEN'r 

REP. HEADLAND Was given the floor assignment. 

a.. .J: 
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Proposed Amendments to House Concurrent Resolution No. 3061 

Page 1, Line 2: Replace "replace the" with "tax,,; replace "property tax system" with 
"providers" 

Page 1, Line 3: Delete "replacement"; delete ccror electric utility property'' 

Page 1, Between lines 7 and 8: Insert "WHEREAS, investor-owned electric utilities are 
subject to state and federal corporate income taxes; and', 

Page 1, Line 8: Delete "propertt, 

Page 1, Line 9: Insert aftt:r among "the state or North Dakota and its,, 

Page 1, Line 15: Delete "property,, and "replacement,, 

Page 1, Line 18: Delete "property" 

Page 1, Line 20: Delete ondre line 

Pa6e l, Line 21: Delete entire line 

Page 1, Line 23: Delete "and" 

Page 2, Line 1.: Delete entire line 

Page 2, Line 2: Delete entire line 

Page 2, Line 3: Delete entire line 

Page 2, Line 7: Replace "replace the" with utax,,; replace "property tax system., with 
"providers; delete "replacement,, 

Page 2 Line 8: Delete "for electric utility property,, 

- d del f ~ t Mc.'lder~ ~formati;_-;~;~~-~~~--~-f-~roft lmfno-tnd 
The 111fcro0raphfc tmagH on thfs ff lm are accurate reproductt~, tJf Mcor 8 t v~~anda~ds of the Amerfcan National stendardt lnttitutt 
were fflllltd fn the reaular courH of butfMas, Yhe ~t,oor•~• tproc, 18l8e!':flL!ibte than tMs Notice u fa due to tho quality of the 
(M18I) for archival mfcrof HM, NOYlCEt If the fHIQIN •a• •~v• a ·• 1 

docUMnt being ff lined, ~,J ~~ ~. 1 IC>llti /6,, .J 
, ~ ~ ~ 1 C ~~< Date a-, 
Operator a ;'JMture .,,,,,,. 
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38391.0101 
Tltle. 

Prepared by the, Legislative Council stRff tor 
Representath· /~ Iverson 

February 26, 2003 

PROPOSED AMENDMENTS TO HOUSE CONCURRENT RESOLUTION NO. 3061 

Page 1, llne 2, replace "replace the" with "tax" and replace ltproperty tax system" with 
"providers" 

Page 1, llne 3, remove "replacement" and remove "for electric utlllty property" 

Page 1, after llne 7, Insert: 

"WHEREAS, lt1vestor-owned electric utilities are subject to state and federal 
corporate Income truces; and" 

Page 1, tine 8, remove "propertt 

Page 1, line 9, after the first "among" Insert "the state of North Dakota and Its" 

Page 1, line 15, remove "property" and remove "replacement" 

Page 1, line 18, remove "property" 

Page 1, Une 19, remove "replacement" 

Page 1 , remove !Ines 20 and 21 

Page 1, line 23, remove "and" 

Page 2, remove lines 1 through 3 

Page 2, line 7, replace "replace the" with "tax", replace "property tax system" with "provlde,s", 
and remove "replacement" 

Page 2, line 8, remove .. ,or electric utlllty property" 

Renumber accordingly 

Page No. 1 38391.0101 

. d delf ed t Modern lnformatfon systems for 111fcrofflmfrio end 
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Date: 
Roll Call Vote #: 

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION No.3 ()~\ 

House FINANCE & TAXATION Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken A fl l t,f\J11·1t·JJ ____ -+_a._~_, e_J __ _ 
Motion Made By Seconded By --------- ---------

Representatives Yes No Representatives Yes No 
BELTER. CHAIRMAN V 
DROVDAL, VICE-CHAIR V 
CLARK V 
FROELICH V 
GROSZ I>" 
HEADLAND V 
IVERSON v 
KELSH V 
KLEIN V 
NICHOLAS v . 
SCHMIDT V 
WEILER V 
WIKENBEISER v 
WINRICH V 

Total (Yes) / No ------------- 1 
Absent 

Floor Assignment 

If the vote is on an am( ·ndment, briefly indicate intent: 
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Date: 3-!).O '3 
Roll Call Vote #: ' 

2003 HOUSE ST ANDING COMMITTEE ROLh C~L ~~TES7 
BILL/RESOLUTION NO, nC. ~ ::)0/e 

House FINANCE & TAXATION 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By 

Reoresentadvet 
BELTEIL CHAIRMAN 
DROVDAL. VICE-CHAIR 
CLARK 
FROELICH 
GR.OSZ 
HEADLAND 
IVERSON 
KELSO 
KLEIN 
NICHOLAS 
SCHMIDT 
WEILER 
WIKENHEISER 

,WINRICH 

Yes 
V 

V 

V 
V 

v 
V ..,. ,,, 
,,,,, 
V 
V' 

No Renresentativet 

V 

V 

,,,,,,. 

' 

Comn1ittee 

Yes No 

Total 

Absent 

(Yes) _ ___,// __ No _.....:::.,3~·· -~--

Floor Assignment 

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



f 

I 

I 
I 
J 

L 

REPORT OF STANDING COMMITTEE (410) 
March 3, 2003 3:47 p.m. Module No: HR-37-3796 

Carrier: Headland 
Insert LC: . Tltle: . 

REPORT OF STANDING COMMITTEE 
HCR 3081: Finance and Taxation Committee (Rep. Belter, Chalnnan) recommends DO 

PASS (11 YEAS, 3 NAYS, 0 ABSENT ANO NOT VOTING), HCR 3061 was placed on the Tenth order on the calendar. 

(2) DESK, (3) COMM 
Page No, 1 

HA-37-3796 
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2003 SENATE STANDING COMMITIEE MINUTES 

BILL/RESOLUTION NO, HCR306 l 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date March 17, 2003 

Ta e Number Side A -------------1 x 
1 X 

Committee Clerk Si 

Minutes: 

SideB Meter# 
36-2355 

Senator Urlacher opened the hearing on HCR3061. All committee members are present. This 

bill This resolution directs the study of the feasibility and desirability of enacting legislathn to 

replace the existing electric utility property tax system with a fair and unifonn replacement tax. 

system for electric utility property. 

Representative Al Carlson (m1.r #36) - Introduced HCR3061. This resolution deals with the 

taxation system for utilities. Referenced the interim c1 ectric utilities committee and gave some of 

the six year history of the committee. Dealt with the taxation issues and mechanics of 

deregulation of the electri~ industry. First thing the committee needed to do was protect the 

revenue base, which was significant for the state of ND, In the past four years the committee has 

been studying taxationt there are two different systems that are truced, investor owned and 

cooperatives. One is centrally assessed, one is on gross receipts, Dealing with making a 

common tax system for both. Still feel that is a worthy goal anct thnt is what this resolution does. 

.J 

J 
)Ne CI 1 



F' a a 

L 

• .. ..... - -

Page2 
Set1ate Finance and Tnxation Committee 
Bill/Resolution Numb,,r HCR3061 
I I earing Date March 1 '7, 2003 

Directs us to continue the process to look at a common system for electric utilities taxation. 

Urges the support of th1} committee. 

Senator ·~eymour (mtr #361)- It has taken six years and didn't get the job done, What will an 

additional year or two make. 

Representative Carlson (mtr #370) - That will help, 111e Territorial Integrity was part of the 

study, haven't really studied taxation before. Spent most of the time on the TIA. 

Senator Larry Robinson (mtr #504) -Testified in support ofHCR3061. Supports for the same 

reasons that Representative Carlson talked about. This is a complex isstle, Feels the interim 

committee has made progress in the area of getting a handle on the present system. Feels wo are 

within a few meetings of resolving. Interim committee has taken a conservative approach and 

has moved slowly. SupportB the proposal as it is written. Fee.ts this resolution would enable a 

bill to be drafted for the '05 legislative session. 

Senator Urlacher (mtr #747) - The complexity of the issue is the driving force to continue. 

Senator Robinson (mtr#753)-That is a big issue. Also the importance of the issue. Regarding 

the revenue side, we can ill affol'd to make a mistake, We want to be fair, it needs to be unifonn. 

Harlan Fuglesten, Communications and Government Relations Director for the North Dakota 

Association of Rural Electric Cooperatives (mtr #878)-Testified in support of HCR3061. For 

the past five years, our members have worked diligently with the Electric Industry Competition 

Committee to arrive at a common property tax replacement system on electric tl'ansmission and 

distribution facilities that would be fair and equitable for utilities and for political subdivisions. 

Written testimony is attached. 

---·-- ·- ····-· .. . .. . . l I end 
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Senate Finance and Taxation Committee 
Bill/Resolution Nwnber HCR3061 
Hearing Date March 17, 2003 

Dennis Boyd, MDU Resources Group (mtr #1465)- Not oppostid to a study of the taxes paid by 

utilities, Does object to the forum of the current study resolution, it focuses only on property 

taxes. In response to Senator Seymour's question, although the committee did not advance any 

bills during its six years, it was a very excellent forum for the discussion of ideas. As a result of 

the discussions that did truce place in that committee, there are three bills that have passed 

through the legislature. Went over the content of those three bills and their effect. Six years ago 

it was feared that the fed. would impose deregulation ou us. We wanted to move slowly and 

study the issue. Deregulation will happen one day but won't be anytime soon in ND. A part of 

that study was to insure that all electric providers are treated equally. Equality includes a equal 

taxation system for all r,ompetitors in the environment, and my objection to this resolution as it is 

before you is that it focuses only on property truces and does not include the corporate income 

tax. Feels ND is leaving approximately 1 million tax dollars on the table by not taxing the 

REC•s with a corporate income tax. Passed out proposed amendments and reviewed the intent. 

The basic intent is that the study is a study that includes all remaining taxes on the table. Stated 

that corporate income tax is a difficult issue. Referenced HB1471 and the significant tax 

increase for MDU thAt it contains, Asked that the conllllittee adopt the amendments and then 

would support a do pass. 

Senator Urlacher (mtr #2310) - Given no further testimony, closed the hearing. 

Senator Urlacher (mtr #4330) .. Opened the discussion on HCR3061. Or do we need time to 

evaluate the amendments. Feels we should be looking at all fonns of tax.ation. 

_,,._._~__,., ________ ...... lllllli .... 
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Page4 
Senate Finance and Taxation Committee 
Bill/Resolution Number HCR3061 
Hearing Date March 17, 2003 

Senator Tollefson moved to amend as presented by Dennis Boyd of MDU. Second by Senator 

Wardner. 

Senator Wardner (mtr #4436) - Feels it is a good amendment. Study will end up looking at all 

truces. 

RolJ call vote to amend HCR3061 ftS proposed. 6 yea, 0 nay, 0 absent. 

Senator Urlachcr - we have the bill before us as amended. 

Senator Wardner moves a Do Pass as Amended, Second by Senator Tollefson. 

Roll call vote 6 yea, 0 nay, 0 absent. Carrier is Senator Tollefson. 
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38391.0102 
Tltle.0200 

Adopted by the Finance and Taxation 
Committee 

March 17, 2003 

PROPOSED AMENDMENTS TO HOUSE CONCURRENT RESOLUTION NO. 3061 

Page 1 , llne 2, replace "replace the existing" with "tax" and replace "property tax system" with 
"providers" 

Page 1, tine 3, remove "replacement" and remove "for electric utility property" 

Page 1 , after fine 71 Insert: 

"WHEREAS, Investor-owned electric utilities are subject to state and federal 
corporate Income taxes; and" 

Page 1, line 8, remove "property" 

Page 1, line 9, after "among" Insert "the state and Its" 

Page 1, line 15, remove "property" and remove "replacement" 

Page 1, line 18, remove "property" 

Page 1, remove fines 20 and 21 

Page 1, line 23, remove "and" 

Page 2, remove lines 1 through 3 

Page 2, line 7, replace "replace the existing" with "tax", replace "property tax system" with 
"providers", and remove "replacement" 

Page 2, line 8, remove "for electric utltlty property'1 

Renumber accordingly 

Page No. 1 38391.0102 
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Date: ~ · \ .... "\ ~-\ 
Roll Call Vote#: \ 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

Senate Finance and Taxation 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Motion Made By Seconded By ----------- --------·---
Senaton Yes No Senaton Yes No 

Senator Urlacher - Chainnan -~ Senator Nichols ---...J 

Senator Wardner - Vice Chainnan-.. I'--~ Senator Seymour ......... ........ \ 
Senator Syverson ---~ 
Senator ToJlefson --~ 

-

No Total 

Absent 

(Yes) ------------- ----------~-----

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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Date: -~ . \, '~c~ 

Roll Call Vote#: ~ 

2003 SENATE STANDING COMMITTEE ll.OLL CALL VOTES 
BILL/RESOLUTION NO. \\,_\~ ~~\:,, 

Senate Finance and Taxation 

D Check here for Conforence Committee 

Legislative Council Amendment Number 

Action Taken '\~~ \0--\½ \...\.\.., ~'\.)~'<>.~\&. 

Committee 

Motion Made By ~~ \.>~~ ~ Seconded By~ 1r-Y:-.),\3&<,,;cx::::: 

Senators 
Senator Urlacher - Chaim'.lan -...... 

Senator WarcL"ler- Vice Chainnaft-
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REPORT OF STANDING COMMnTEE (410) 
March 18, 2003 8:04 ~.m. 

Module No: SR-48-4982 
Carrier: Tollefson 

Insert LC: 38391.0102 Title: ,0200 

REPORT OF STANDING COMMITTEE 
HCR 3061: Finance and Taxation Committee (Sen. Urlacher, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(6 YEAS, 0 NAYS, 0 ABSENT ANO NOT VOTING). HCA 3061 was placed on the 
Sixth order on the calendar. 

Page 1, line 2, re~lace 11repl&.ce the existing• with 11tax" and replace •property tax system• with 
"providers 

Page 1, line 3, remove 11replacement11 and remove 11for electric utlllty property11 

Page 1, after line 7, Insert: 

"WHEREAS, Investor-owned electric utrlltles are subject to state and federal 
corporate Income taxes; and 11 

Page 1, 'ilne 8, remove •·property• 

Page 1, llne 9, after 11among 11 Insert llfhe state and Its• 

Page 1, line 15, remove 11property11 and remove •replacement• 

Page 1, line 18, remove 11property!J 

Page 1, remove lines 20 and 21 

Page 1, tine 23, remove 11and 11 

Page 2, remove !Ines 1 through 3 

Page 2, llne 7, replace •replace the exlstfng11 with •tax", replace •property tax system• wtth 
11provlders•, and remove "replacement• 

Page 2, line 8, remove •tor electric utlllty property• 

Renumber accordingly 

(2) DESK, (3) COMM Page No. 1 SA-48-<4982 
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Testimony of Harlan Fuglesten 
North Dakota Association of Rural Electric Cooperatives 

OnHCR3061 
Before the House Finance and Taxation Committee 

February 26, 2003 

Mr. Chainnan and members of the Committee. My name is Harlan Fuglesten, Communications 

and Government Relations Director for the North Dakota Association of Rural Electric Cooperatives. On 

behalf of our Association, I dse in support ofHCR 3061. Our membership includes five generation and 

transmission cooperatives SP1 : ~ distribution cooperatives. Collectively, our members are responsible for 

almost 90 percent of the coal-based generation in the state, they own about 60 percmit of the privately­

owned transmission lines in the state, and they account for more than 40 percent of aJI retail electric sales 

in North Dakota. Because of our investment in North Dakota, it is not surprising that eleotrio cooperatives 

pay the majority of the industry's property taxes or in lieu property taxes. 

For the past five years, our members have worked diligently with the Electric Industry 

Co.mpetition Committee to arrive at a common property tax replacement 1,-ystem on electric transmission 

\,:) and distribution facilities tliat.' would be fair and equitabl~ for utilities and for political subdivlsions, 

During this time, we worked with representatives of the investor-owned utilities, the municipal utilities, 

and the tax department to develop statistics that would assist in identifying the revenue impact of various 

fonnulas for taxing the industry. In the process of developing tax proposals, the committee requested that 

a.tay plans presented be revenue neutral in terms of the total tax revenue for political subdivisions. The 

committee recognized, however, that any new taxing plan would necessarily cause some tax shifting 

among utilities and political subdivisions. To the extent possible, in fonnulating tax proposals for 

consideration by the committee, we attempted to minimize these tax shifts. 

( 

The committee made a lot of progress toward developing a unified property tax replacement plan. 

At its meeting in October, the committee even considered draft legislation of such a plan that received 

very serious consideration. A copy of this plan is attached to my testimony. The proposed tax plan would 

have replaced the existing pub,ic utility property taxes and high voltage and gross receipts taxes with new 

graduated 1ransmission line wees and with distribution taxes based on a two-part fonnula of kilowatt hour 

sales and revenue. In the end, however, the majority of the committee did not believe there was sufficient 

-- •· .. ~- --, . ., ·-·- ···--··-···-•--*------·--- ......... - ....... _ ... ~-··---··· ~ 
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consensus to proceed with a committee recommendation. Questions that did not receive sufficient study 
,. .. 

( -~ were how these taxes would be redistributed to political subdivisions, and what impact various 

(;~ 
i / 

'•"_./ 

distribution methods would have on political subdivisions. 

During the recent debate on the Territorial Integrity Act, there was discussion about whether 

cities would receive more property tax benefits from being served by an investor-owned utility or a rural 

electric cooperative. The subject becomes confusing very quickly because the answer depends not only on 

the amount each utility pays in taxes but also on how state Jaw distributes these tax revenues. These 

questions could be avoided if investor-owned utilities mid the electric cooperatives paid property taxes on 

the same basis. 

Although the Electric Industry Competition Committee did not advance a comprehensive tax plan 

for consideration by this legislative assembly, the committee's study did foous attention on some of the 

deficiencies and drawbacks of the current tax system. As a consequence, there are a cou~le of bills that 

committee members advanced this session to help improve the cWTent tax system. One such bill is HB 

1348 to set a t.ax of $300/mile for new high voltage transmission lines built in the state. This bill 

recognizes the need to create this tax ittcenti~e for new transmission line construction, and any 

comprehensive tax plan could incorporate this concept. HB 1348 received a unanimous vote in the House 

and is now in the Senate. Another utility property tax bill is SB 2286 which deals with duplicate gross 

receipts taxes paid by electric cooperatives. This bill passed the Senate unanimously and will be heard by 

your committee in the near future. Passage of SB 2286 will help foster more equity in the cunent system, 

and thereby make it easier to transition to a common property tax replacement system in the future. 

Mr. Chainnan and members of the committee. HCR 3061 recognizes that the great progress made 

by the Electric Industry Competition Committee in revamping a complex electric utility property tax 

system should not be lost when the committee ceases to exist on. August 1. Instead, it is time for an 

interim taxation committee to complete this important work. We ask for your favorable recou1Mendation 

onHCR3061. 

Thank you. 

. , d d ~~~;~~~~--inf.or~tlon Sy~tems for m1erofllmh'l9 and 
The mlcrographfc fmagee on this film are accurate reproduetlo.'!',of recor 9 :t v!~anclards of the American National standsrck lnstftute 
wero filmed In the regular course of busfneBB, Yhe phot,ogra"', t pro,cesls me l:gfbla than this Notice ft 19 due to tha quality of the 
(ANSJ) for archival mtorofflm. NOTJCEc If th, filmed mage a~ve s ess , 

docllllfflt being filmed, I.~ fl.,S.:tci {Q~, C ~a:J}J,e,~)~-,-----...L/-"-'()..1-/2..»ilp~€1r.:a~:-4'aa-.-'--
ope~ature T';,.. J 



r 

I 

i 
f 
t 

t 
I 
1 
( 
l 
i 
I 

Testimony of Harlan Fuglesten 
North Dakota Association of Rural Electric Cooperatives 

OnHCR3061 
Before the Senate Finance and Taxation Committee 

March 17, 2003 

Mr. Chainnan and members of the Committee. My name is Harlan Fuglesten, 

Communications and Government Relations Director for the North Dakota Association of Rural 

Electric Cooperatives. On behalf of our Association, I rise in support of HCR 3061. Our 

membership includes five generation and transmission cooperatives and 17 distribution 

cooperatives. Collectively, olJf members are responsible for almost 90 percent of the coal-based 

generation in the state, they own about 60 percent of the privately-owned transmission lines in 

the state, and they account for more than 40 percent of all .retail electric sales in North Dakota. 

Because of our investment in North Dakota, it is not surprising that electric cooperatives pay the 

majority of the industry's property taxes or in lieu property taxes. 

For the past five years, our members have worked diligently with the Electric Industry 

Competition Committee to arrive at a common property tax replacement system on electric 

transmission and distribution facilities that would be fair and equitable for utilities and for 

political subdivisions. During this time, we worked with representatives of the investor-owned 

utilities, the municipal utiliti~s~ and the tax department to develop statistics that would assist in 

identifying the revenue impact of various fonnulas for trucing the industry. In the process of 

developing tax proposals, the committee requested that any plans presented be revenue neutral in 

terms of the total tax revenue for political subdivisions. The committee recognized, however, that 

any new taxing plan would necessarily cause some tax shifting among utilities and political 

subdivisions. To the extent possible, in fonnulating tax proposals for consideration by the 

committee, we attempted to minimize these tax shifts. 

The committee made a lot of progress toward developing a unified property tax 

replacement plan. The committee spent more than five years studying the issue. During this time, 
1 
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the committee considered a number of proposals offered by the RECb and the IOUs, including a 

proposal advanced by the IOUs that included an income tax component, which the committee 

rejected. 

At its meeting in October 2002, the committee considered draft legislation of a property 

tax replacement plan that received very serious consideration. This plan evolved from a number 

of proposals the RECs had advanced over the years, and represented, in our view, a compromise 

on a number of issues. A cop) Jf this plan is attached to my testimony. The proposed tax plan 

would have replaced the existing public utility property taxes and high voltage and gross receipts 

taxes with new graduated transmission line truces and with distribution taxes based on a two-part 

formula of kilowatt hour sales and revenue. The plan would have raised taxes for some RECs 

and one IOU and would have lowered taxes for other RECs and IOUs. Overall, however, most 

tax shifts were quite modest. In the end, however, the majo1ity of the committee did not believe 

there was sufficient consensus to proceed with a committee recommendation. Questions that did 

not receive sufficient study were how these truces would be redistributed to political subdivisions, 

and what impact various distribution methods would have on political sub11ivisions. 

During the recent debate on the Territorial Integrity Act in the House, there was 

discussion about whether cities would receive more property tax benefits from being served by 

an investor-owned utility or a rural electric cooperative. The subject becomes confusing very 

quickly because the answer depends not only on the amount each utility pays in taxes but also on 

how state law nis1 dbutes these tax revenues. These questions could be avoided if investor-owned 

utilities and the electric cooperatives paid property ta>ceFI on the same basis. 

Although the Electric Industry Competition Committee did not advance a comprehensive 

tax plan for consideration by this legislative assembly, the committee's study did focus uttention 

on some of the deficiencies and drawbacks of the current tax system. As a consequence, there 

were a couple of bills that committee members advanced this session to help improve the current 

2 
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tax system. One such bill is HB 1348 to set a tax of $300/mile for new high voltage transmission 

lines built in the state. This bill recognizes the need to create this tax incentive for new 

transmission line construction, and any comprehensive tax plan could incorporate this concept. 

HB 1348 received a unanimous vote in the House and, after a minor clarifying runendment, it 

also passed the Senate unanimously. Anothel' utility property tax bill is SB 2286 that dealt with 

duplicate gross receipts taxes paid by electric cooperatives. This bill passed both the Senate and 

House unanimously and has been sent to the Governor. Adoption of these bills will help foster 

more equity in the current system, and thereby make it easier to transition to a common property 

tax n place ,nent system in the future. 

Mr. Chairman and members of the committee, HCR 3061 recognizes that the great 

proNfess made by the Electric Industry Competition Committee in revamping a comple>e electric 

utility property tax system should not be lost when the committee ceases to exist on August 1. 

We believe it is time to complete, the work of the committee through a final interim study 

committee. We ask for your favorable recommendation on HCR 3061. 

Thank you. 

3 

d t I ed t Mod;;~ lnf-~rmatl~n syst~ for microf I \mfng and 
The mfcrographfo fmaues on thf~ film are Bceurate rrproductfophns1of record9 et v:~anda~ds of the AMerfcan NatloMl standards Institute 
were filmed fn the regular course of business, The photogra ~pro,cesle rnec\ 8 Ible than thta Notice, It Is due to the quality of the 
(ANSI) for archfval microfilm. NOTICE~ If thi filmed fmage au;vve a ess eg 

doc..,.., be,,,. fll,rod. ~Q~ 1 1(' ,yro. 1 /CJ Ito 16 a. 
-·<- h~"ta I C L, Date 
operator s nnature . 

J 

.J 



L 

Proposed Amendments to House Con~urrent Resolution No. 3061 
Submitted by DennJs Boyd 

___________ M_D,_U_R_e_s_o_u_rc_e_s_G_r_o_u~p_,I_n_c_: _________ _ 

Page 1, Line 2: Replace urtiplace the" with cctax"; replace "property tax system" with 
"providers,, 

Page 1, Line 3: Delete "replacement"; delete "for electric utility property'' 

Page 1, Between lines 7 and 8: Insert "WHEREAS, investor-owned electric utilities ,lll't 
subject to state and federal corporate income taxes; and" 

Page I, Line 8: Delete "property" 

Page 1, Line 9: Insert after among "tho state or North Dakota and itsu 

Page 1, Line 15: Delete "property" and "replacement" 

Page 1, Line 18: Delete "property" 

Page l, Line 20: Delete entire line 

Page 1, Line 21: Delete entire line 

Page 1, Line 23: Delete "and" 

Page 2, Line 1: Delete ent~1 e ~ i nu 

Page 2, Line 2: Delete entire line 

Page 2, Line 3: Delete entire line 

Page 2, Line 7: Replace "replace the" with "tax"; replace "property tax system" with 
"providers; delete "replacement" 

Page 2 Line 8: Delete "for electric utility property,, 
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' ,- 30619.0100 

Fifty-eighth 
Leglslatlve Assembly 
of North Dakota 

Introduced by 

· 1 · A BILL for an Act to create and enact chapters 57-33.2 and 57-60.1 of the North Dakcta 

2 

3 

4 

5 

6 

I ' 7 
(.~ 

Century Code, relating to taxation of generation, distribution, and transrhlsalon of electric power; 

to amend and reenact sections 57-02-27.3, 57-06-02, 57-06-03, and 57-06-05, subsections 13 

and 14 of section 57-06-061 and sections 57-06-18, 57-06·19, 67-06·20, and 57-os .. 21 of the 

Nont, Dakota Century Code, relating to asse$Sment and Imposition of taxes against electric 

power companies: to repeal sections 57-06-07 and 57-06-17 and chapters 57 .. 33 and 57-33.1 of 

the North Dakota Century Code, relating to taxation of electrlc power companies, rural efectrlo 
' 

, r '8 
.... _,_r"' cooperatives, and cooperaUve electrical generating plants; to provide a penalty; to provide a 

L 

9 continuing appropriation; and to provide an effective date. 

10 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

11 SECTION 1. AMENDMENT, Section 57-02-27.3 of the North Dakota Century Code ls 

12 amended and reenacted as follows: 

13 57-02•27.3. Taxable valuation of eeAIFally aeseoeed wind turbine electric 

14 generators. A eentreU~ eeooeee~ wind turbine electric generation unit with a nameplate 

15 generation capacity of one hundred kilowatts or more, on which construction Is completed 

16 before January 1, 2011, must be valued at three percent of asseased value to determine 

17 taxable valuation of the property. 

18 SECTION 2. AMENDMENT" Section 57-06-02 of the North Dakota Century Code Is 

19 amended and reenacted as follows: 

20 57-GG-02. Definitions. As used In this chapter, unless the context Md m: subject 

21 matter otherwise clearly Mt1Yl~e regulrea: 
22 1. •Company" Includes any lndlvldual, copartnershlp. business trust, corporation, 

23 llmlted llablllty company, joint-stock company, or association. 

30619.0100 
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Fifty-eighth • 
Legislative Assembly •w . 

_, 1 2. "Gas company" means a company owning, holding, or operating under lease or 
( 

2 otherwise any property In this st~.te for the purpose of furnishing gas, or distributing 

3 the same, for public use, by means of pipelines. 

4 3. "Plpallne company" means a company owning, holding, or operating under a lease 

5 or otherwise any property In this state for the purpose of transporting crude ofl, 

6 natural gas, processed gas, manufactured gas, refined petroleum products, or coal 

7 and related products for public use. 

8 +. "Pewer oompar:ty" ffteeAe a eempaAy ewAIAg er haldlng, i.:.Aeor lease or elhoFWlee, 

9 eA¥-~peFty IA this e~ale ane ope,atfAg it fer the put=190oe of furAlehlAg er 

10 elelfibYtlAfl eleetrle llghl1 eloelrle power, er oleam t:teat fer 1=1ublle t1ee. 

11 SECTION 3. AMENDMENT. Section 57 .. 08·03 of the North Dakota Century Code Is 

12 amended and reenacted as follows: 

13 57-06-03. Operative property defined. The term "operative property• means any and 

14 all property reasonably necessary for use by any company.mentioned In section 57-06·02 

15 exclusively In the operation and conduct of the particular kind of business engaged In by It. Any 

(~16 such property held under a contract for the purchase the·reof must be considered for all ( 
) .._..,,,, 
17 purposes of taxation as the property of the company holding the same. Any such property, real 

18 or personal. held by any company under a rental lease must be assessed by the state board of .. 
19 equalization In the name of such company, If an agreement In wnting between the owner 

~ 20 thereof and such company Is filed with the tax commissioner requesting that such leased 

21 property be so assessed. Whenever any property of a public utility company required to be 

22 assessed by the state board of equalization under the provisions of this chapter Is used partly 

23 for operative purposes and partly for other purposes, either by the company or by others, all 

24 such property lbat Is not exempt under chapter 57-33.2 must be-assessed by the.state board of . . . 
25 equ·auzatlon as operative property of the company. 

28 SECTION 4. AMENDMENT. Section 57•06-05 of the North Dakota Century Code Is 

27 amended and reenacted as follows: 

28 57-06-05~ Annual assessmenL The state board of equallzatlon, at Its annual meeting 

. 29 1.n August, shall assess ~e franchises and all operative property of ~ewe,, gas, plpelfn&, and 

30 other companies, covered by this chapter, with reference to the value thereof on the first day of 
\ 
' 

,_/ 31 January of that year. 
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Fifty-eighth 
Leglslatlve Assembly 

SECTION 5. AMENDMENT. Subsection~ 13 and 14 of section 57-06-06 of the North 

Dakota Century Code are amended and reenacted as follows: 

13. A description of the personal property, Including moneys and credlts1 held by the 

company as a whole system, and the part thereof apportioned to the h 

QQmpany's propgrtY In North Dakota. 

14. The whole length of the he plpellnes of the system operated by the company and 

the length of the IJRee gipeUnes In North Dakota, whether operated as owner, 

lessee, or otherwise. The length of the ~e pipeline operated for the whole system · 

and In North Dakota shall be separately reported. 

SECTION 6. AMENDMENT. Section 57·06-18 of the North Dakota Century Coda Is 

amended and reenacted as follows: 

57-08-18. Allocation of assessment of &thefl operative property. All lots and 
parcels of real estate, not Including rights of way, with the bufldlngs, structures, and 

improvements thereon, eame eAa p~\'effio~eee, e1::11:lelmleAa, ehe,e, aAEI elAer bt1llfJIAOG, 

eleelrle ,ewer, eleelrio llgkt, gas, or steam dlstrlbt:Jtlon systems, and other personal property Mt · 

a ~aft ef aAy elAgle aAEI oeAtlnue1:1e prepefly; must be separately assessed and the assessment 

must be allocated to the taxing district In which the property Is located. The assessment by the 

state board of equalization covering the property must give a legal description of the real estate 

and a general description of other property sufficient for ldentfffcatlon. The assessment by the 

board of the operative property must cover the aggregate valuation of the property of any 

company In any munlclpality or taxing district of the state as a unit and need not be made In 

detail. 

SECTION 7. AMENPMENT. Section 57--06·19 of the North Dakota Century.C.ode 1$ 

amended and reenacted as follows: . ,' ·- ' . 

57-o8-19. Certffloatlon of assessment. The state. tax commissioner shall certify to the 

county auditor of $8Ch county In which the company aasessed owns propertyf . 

4T +he ibo. total assessed valuatlon of the company's property Aet eenetlt1::1tlng a 

elngle anEt een~A1::1euo IIAe1 with Information as to the amount In each assessment . 

dlsbict within such county. 
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1· er +he At:tfflheF ef Mllee fkllefflete,e) ef IIAe, ¥&1Yatlen J:lef fflile f~ 16~ kHeMete,eJs aftd ( 
2 total ¥aluetleA ef any f:)Fet3effy eenotauURg a elngle ~nd ee,:iliAYelio Hne wlthlA eaeh 

3 teMlng dletflet In eaeh eeuAt)', 

4 SECTION 8. AMENDMENT. Section 57-06-20 of the North Dakota Century Code ls 

5 amended and reenacted as follows: 

6 5l..J6-20. Duties (?f county auditor. The coun'ty auditor, after receiving the statement' 

7 from the tax commissioner. shall enter the valuations mentioned In section 57 •06-19 tn the 

8 assessment record of the several taxing districts of the county lnte er lhret1gh whleh tt:ie IIAeo 

9 eMtond, er In which the property Is located. Taxes must be extended upon such percentage of 

10 . full values as Is reqµlred by law and at the same rate and In the same manner as taxes upon 

11 tangible personal property In such taxing districts. 

12 · SECTION 9. AMENDMENT. Section 57"06-21 of the North Dakota Century Code Is 

13 amended and reenacted as follows: 
,' 14 57..()6..21. Reports to county auditors. On or before the first day of May of each year, ,., 

i. 
each company required to be assessed under this chapter shall fHe with the county auditor of (,. 

-~ 15 
~ 

I . ,,,..<f'I 16 each county within whlch ,any part of Its operative property Is located a ·report gMng a· generaJ 
{ 

fl \ 
;, 

' 
description of all Its property located within the county. with operative and nonoperative property· ,17 

18 Usted separately. Such report must give the l~ngth of the lb=te eF IIAee 12lpeHnQs within the · 

19 county and the length in each trucing district of each h pipeline constituting part of a slngle 
. . 

,, 20 and continuous HAe p!peHne or property. The company also shall file with the county auditor a 

f 21 map of alt of tts HAee pfpe11nes within the county showing clearly the length of Its 4wtee pipelines 
,, 
f::, 

22 wltt,ln each taxing district ap of January first of that year and shall file revised maps In I 

23 subsequent years If changes have.been made In Its operatlve'property. To facllltate the makJng 

24 of such m~, the county-auditor annuaHy, on-or before the. first day. of Aprft, shall matl'to t11e· · 

25 company an accurate map of the county showing the boundaries of each asse~ment dfstrlct 

26 and school district. 

27 SECTION 10. Chapter 57-33.2 of the North Dakota Century Code Is created and 

28 enacted as follows: 

29 57-33,2-01, Def 1n1t1on1, AaJJsed In this chagte.t 
30 1,. •QgmmlsslQlltU" m~IDI lba ltfllfl tax ggmml&IIQDit. \ 

' 
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· -Compan:t means an lndl~ld 1 · · _ua ' partnership, cor:poratlon, limited HabllllY company, 
limltml Habm~ partnershl~, cooperative! or any other organ!zatton or assrmJaUon 
~ngagQdJn generation, distribution. or transmission of electdetty.· 
D!stnbutlon comgany" . means a company engaged lo distribution of e!egtrlclty for 

mmtlsale to consumers In this statQ through dlstrlbutfonJJne1, However. a 
munlcJoaJ electric utm~ o ted .para under chapter 40-33 Is not a distribution com an 
tor ouu,oses of !hi§ «bupter d I P ~ " " an snot sublect to taxes under section 57•33,2_03, 
Qlstrlbutlon Hoe means a Hoe to transmit el ectrlcltv, which operates at Q· Yoltage of 

less than forty-one and six-tenths kilovolts. . 

"Retail sale" means transfer of glectrlctty to the end-uge consumer for 
conslderatioo, . 

~ :Transmission compa1 iy" means a company engaged In transmission of electricity 
through transmission Hoes, · · 

L. 1:ransmlss!on lloe" means a llne to transmit eteotrlcal energy which operates au 

13 

(~-" 14 
· _...,) 15 voltege of for:tY-one and six-tenths kllovofts or more but does not Jncfu" 11 

16 owne.d -- _,,e a ne 

L 

17 
or operated by an agency or lnstrumentauty of. the United Stam 

goyeraOlQDI, Ji 

:: illa,2-02, Tranimlssfon !lne mllt Ill, Transmlu(pn !Ines ~re §UIH«!IQ annual 
taxes per mlle [1,e1. kilometers] or fraction of a mile based on their noml I I . 20 on J 11 -- na Qperat ng vo!laaa• 

21 

22 

23 

24' 

25 

26 

27 

28 

29 

30 

anuaryrst of e~•?b year. as tottom; ~ 
.L for transmission !Ines thm operate at a nominal operating voltage of less than flfW 

kllgyotts. a tax of sevgnty-flye dollars, 

2.. For transmlsslpn Hnes that operate at a nomlnal operating voltage, of fifty klloYolti 
gr more. but less than on1 hundred kllovoJts; a tax of one hundred flftv dQlf1t1 . 

3& Eor transmlsoJon lines tbm operate at a nominal operating voltage of one hundred . 

::~ or more, but ltss than lYJIO hundmd kUovolls, a lax of three hundred . 

~ For kaDGmlulon Hou thftl imeraJe at a 11JlDllnal ogeraUog vottQ® of two hundred 
~otts or more. but less lb~o three hundred ldlovolts, a tax of four hundred ffftx 
doffars. · 

-Page No. 5 30819.0100 

The mlcr011raphlc f,iageo on thlo film ore accurete reproduction• of records delivered to Modern lnfor,..tlon sy,t..., for mlcrofllmlnu and 
were filmed 1n the regular course of busfness, The photographic process meets standards of the American National Standardl Institute 
(All91) for orchlvol mlorofllm, NOllCS1 If th< Ill ..... Image ai,,,ve lo leoo leolble than thl• Notice, It lo due to the quality of tht 

doell1'ftnt bGlng fflmed, ~a /u . I "' D&.Ji:i :JS,', C ~eA IO Ito /6 ';;b -
0peratoFT J)MtUl't ~< Datt 

J 



i, 

i: 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Fifty-eighth 
Legislative Assembly 

~ for transmission Hoes that operate at a noroloal operating Voltage of three hundred 
kilovolts or more. but less than ~ou.r hundred klloyotts. a tax of sbc)lundred dollars, 

6' fyr transmission Unes _that operate at a nomlnal o_geratlng voltage ot four hundred 
kllo_voJts ~r more. a tax of aloe hundred dollars. · 

§7•33-2:03, Distribution taxes, A dlstr!but(on company Is subject to taxes conaistlng 
of the rouowlng two components: · . · 

.1... A mx st th8 rata of fifty-four cents per megawatt-hour for retail safe of electricity 
deUyered through a distribution Uae.tQ a consumer lo this state during the calendar 

WU. 

2' A tax at the rate of ninety-two hundmtiths- of one percent of the company's gross 

revenue from retail sales of electricity delivered throygh a distribution Hoe to a 
consumer lo this state during the calendar year. 

Dlstrlbutloo taxes do not apply to the sale of e!ectr{clty to any coal conversion facmty subject to 

taxation under chapter 57-60 • 

. ~15 
t ; 

a7 .. 33.a-M. Dellngyent taxu, Taxes under this chapter are due .J.anyary first for the 
preceding calendar year.and are deUnguent If not recelved·by the commissioner by March first 

17 toUowing the due date. 

•,,:c•••' 16 

18 57.33,2 .. os •. Taxes In Heu of property taxes. -Taxes Imposed by this chapter are tues 
19 Yl!ml lbe PrMleoe ot doing buslnes$ la tt!ls state and are In lieu of all reill or peraonal l2fOPlrlY 
20 mxes levied by the state or any of Its polltlcal subdMslons upon real or personal. property to the 

21 extent lbe prom,rty _Is owned and used directly by a company In the operation and conduct of 
22 th8 busln~ 01 generatlM ~r delivery of electricity through distribution or transmlsslon Hnes. 
23 Iaxes under this chapter are not In Heu of prQperty taxes on the followlng; 
24 

25 

28 

27 

28 

29 

· 30 

31 

· 1.. · Taxes 0n a wlnd·tvtbloe··e1eotdc generatloo'uolt ~ubjectfo va1uatlao· under '$ectfon 
57-02-27,3. . 

2.t. Iaxes on a Q.Oal-powered electrical generating ptant that lu not subject to coal 
con~erslon facility prlvHege taxes under chapter sz-eo. 

3& PrQperty taxes on land on whloh gen§ratlon. transm[sslon. or dtstrlbutfon bulk11ngs, 
structures. or Improvements are located. loctud!ng buHd!ngs. structures, or 
Improvements used for administrative purposee relatrng to generation. 

· transmission, or dlstrtbutfoo of etectrlctty. 
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~ City franchise tees on pubnc utmues, 
. . 

Ibis chapter may not be cQnstrued to abridge the pgwe~ of a oov§mlng ~arct of a elty to 
franchJse the construction and operation of a pubHc ytmty. . · ·. · . 

57-33.2-06, Taxes paid on worthless accoun11, Distribution tmces paid from adall 
sal§s to accounts found to be worthJeEJs and charged off In accordance with gener~Uy accepted 
accounttng Ptlnclples may be credlt§d_agalost sybseguent payment of taxes under sgcUoo 
57-33.2-03. If accounts that have been claimed as a credit under this seQ119n are tater 
1t0Uected, tax under section 57-33.2-03 must be paid on the amount coUected, 

9 57•33,2-07. Powers of commissioner. The commissioner ma~ rQQufre any company 
1 o lYbJect to tax·es lm:;>osed by this chapter to furnish any Information tbe commissioner deems 
11 necessary to ~orrectly compute the amount of the tax under tbla chapter, The commissioner 
12 may exarolni the books, records, and flies of a company. The comrnlssfoner may conduct 

14 
r~~ 

13 hearings end cgmpel the attendance of wltne,~~undJbe product1on of bo~ks. records. and 
pa12,ers of any cpmpany or person and may make any Investigation deemQd necessary to run 
and complete dtsclosure·o, facts necessary to admlnlst~r tbtt tBx under this chagter. The 
g)mmlssioner may make ruleQ In compllaoce with chapt9r 20-~2 as ne9essary ror · 
admlnlstraUoo of this chapter. 

I ,' 15 
"'t'•'!:'11" 

'16 

17 

1 a s1-aa.2-oa. Commissioner to audit reports and state board of equ1Uzat1on to 
19 assess jl)C. The tax commissioner may audit reports of distribution companies and 
20 tr~ns~lsslon companies n,ot later than three years after the due date of the report, or three 
21 :@ars after thereport was filed. wblchQver period expires later. The state board of egyanzation 
22 shall assess the tax and, If any addltlonat tax Is found due, the tax comml1aloner shalt a~ 
23 taxpayer lo detail P.s to the reason tor the f norease. 
2~ · OZ-33.2::09, Transmission Una Jocatlon r~pgt11 a9d. maps tQ qo,..nty audltof•, ~ 
25 · M~ fiml of each year, each tram~mlsslon company shall fHe with the cou,,ty aud(lor ~f eas.:b -
26 ~unty Jo which a?y of Its tr1nsmi~C1Jon Hoe Is tocatQd a report showing the length and nominal 
21 aperaU~ yottaae of tts tran.1mfsston Une within the county and wltblo_e,cb taxing dlmrlct within 
28 ~Et county. A transmission company shall file with the w,ort a map showtng all ~t Its 
29 transmlul0o Hne within the county and ahow!ng the length and nominal operating yottage of Its . 
ao transmlsston Hoe within eaQb taxing district Ii 1 the county. Reports and ~naps under this ~evUoo 
11 . must be based upon oomtnal _operaUng voltage, owoershLo, and location of transmission lines 
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1s of January first of each yea[, By April first of each year, the county auditor shall provide 
.!taoh transmission company having transrol~slon nne tn the county with an accurate map of tht 
c~unty showing the boundaries of each taxing district In th; county, 

. 57•33•2•10, FmngJ2f reports and maps with commissioner, SY. May first or each 
year, each tra.nsmlsslor company. distribution company. and each company that 1s both 1 

transmission company and a· dlsttlbutlo□ Qompany shall fl!e with the commissioner; 
1a. Information about the company, Including; · 

a,. The company_ name. 
b.& Whether the company Is an lndlvldual, partnership, association. cooporatlyfL 

corporation, Hmlt~abUlty company, or other legal entity and the state or 

c;guntry and date of original organlz~tlon _and any reorganization. 
~soflciaflon, or merger with references to specfffc laws authorizing such · 
actions. 

~ Toe location of 111 prlnclpal office. 
d.. The otace wbere the company's books. papers. and aceounts are kept 
It. The name and malllng address of the president. secretary, treasur~r. auditor. 

superintendent. general manager, and an other general officers. 
!& Jhe name @od mautng ~ddress of tbe chief ·officer or managing agent and any 

general officers of the company who reside In tbha state. · 
~ A copy of each report and map fHed with any county auditor under ~ec«on 

57-33.2-09. 
a. A report on the _megawatt-hours of electricity delivered for retail sale to consumers 

to each county during the most recently cgmpleted calendar· year, · 

~ A mport on the comgany's ~ross reyonu, from reta,1 111~ of electdclty deUyered 
through a distribution Hoe to consumers tn each county In this state during the most 

recenUy completed calendar year. 
.5t. Any .other loformatlon the commissioner requires, 
ll•33.2-11. Deficiency, protest, and agpeal, 
.L When the •mowt of taxes due ls understated on a return because ot a 

mathematical or o!er!cal error. the tax commissioner shall notify the oompany of the 
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error and the arogunt of addltlooal taxei due Ibis notice I t d fl • . sno anQllctl!I 
e clenQy and the compan~ has no right to protest . . . 

2'. If upon ~n audit the tax commfssloner f Inds additional taxes due •. the tax 
s;ommissloner shall notify the company and the siate bo d f . d fl I ar o eguallzatJoh 01 lb§ 
e c ency In the tax amount. A notice of deficiency must be sent· to the com an . 

by flcst·clus maH and must Slatt I.bi omount oi additional ta,ces dua a!id setpk!~ 
the reasons for the Increase. 

l!. A company hu thirty days from th!! dlil!! r 11 · · . 0 ma I ng of the notice of deffolengy to 1111 · 
a written protest with the _state board of egual!zatlon objecting to the assessm1mt of 

&idltlonal taxes du.e. The protest must set forth the basis for the protest and any 
other Information that may be regu!red by the stat bo d f . . · ----8 _ar_ 0 eguanzation. If a 
c~mpany tans to fife a written protest within the time providec1·'·th ll!!ld , umouDI of 
a onal taxes stated In the notice of deflclenQy becomes finally and lrrevocabJx 
fixed. If a company (2rotests onl rtf .· _Y 8 po on of the tax commissioner', finding. the 
~Ion tbal Is no! prol!f!sted bacom!!s lloelly andJn:evocably fixed. . . 

.4& f a protest Is fl.led. the state board of eguaHzatlonJ;hall recgnslder the assessment 
Pl addlttonal taxes dye. . · 

~ Within six months after the prote~t Is filed, the state board of equalization shall mall 
to tb<t com_pany a notice of reconsideration and assessment which m t It!!! co , • !.IS respond to 

mpany s protest and assess the amount of any addltlgnal taxes due, Ibo :;um set forth lo \bat nQIJw becomes lloallY and lrmvo¢ablY fixed unlea the 
~any brings an action aga.lnst the state Jo district court within ·six months· of d)e 

.. malUng ~~ the noUca ol reconsideration and asSe8Sm11HJt. · . 
57-~3.2-12. c1a1m1 tor credit or refund. . 
L A company mav tile a claim tor cresjlt or refund of an oY!!ID!l,)'IDent of ariY tax 

lmposed by this chapter wftblo six years after the due date of the retu I sbl · · .. ----- morw.thln 
years after the return ¥LIS flied, whichever period expires later, . 

& Aclatro for credJt or _refund must be made by f1Hng with th t. . . • · . · - -- -- 8 ax CQmmlssloner an 
amend~ retum. or other regprt as prescribed by the tax commlsSloner. ' ' . 
accompanied by a statement outttolag the speclflc grounds upon which th I I . 
lg[ credit or refund Is basgd. ll C I m 
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~ The tax commissioner shall notify the @mpany If the state board 
dlsgHows aH or part of a claim tor edit of eguaUzation - er --- or refund The dgglsl f th 
of egyallzatlon denying a claim f edl . .on o@ st'Ette board · - ----- Qt.er __ tor refund fs fl I d · 
th@ company brings an act! l na an Irrevocable unless 

. --- gn aga nst the state In dlstrf t 
1h11 ma!llng of the notice de 

I 
h --

5 
court Wllbln six moai1;1 of 

57-33 z,. ny ng t e claim for c•!id!t or rehJnd, 
'- 13• Preservation of record& Ev · --- -- • - ery compan~ r~ 1 ec:t t · 

5 

6 

·1 pay aroi taxes under thli challler sh 11 - .. ~Y r_ .o maim a return and 
8 . a pr11serve records of retail I . 

require, EYe!Y comi:,aox shall nre ' . sa es as tb11 commlsslon11r mav 
9 . . . .. Hrve or a period ot •Ix years d h 

and Qlher t®OI'.® of eleQtrJQlk, dell d - - an Lre11 monttis all truiob:el 
u. --- vere _ to a consumer In thl t · 

10 lnvolcen, arul other records t b s sJdi, AH of these books, · · mus 8 open to examination at · 1 · 
11 any duly authorized agent of the I I . any t me by the commissioner or 

-- - - comm ss oat2r.. 
12 57-33,2-14 Lien fo t Ib · .r Jx.e tax under this cha · · . . 
13 Hen In tavoc !11 the state of North D k riter conslilYtes a fl[SI and cararooJJru 
14 - 11 ota URQO all Pt91l!!rlY and rl ht 

personal. belonglng to the taxgay_ec Ih 
11 

g 
9 

to property, whether real or 
1 s .. _. - 8 vn fuuti1em 1o collect! Ind 

In the manner proyfded In section 57-39 2-13 f on,exlng, aooqther·actlon 
. -·- -- J>r sales tax liens, .. • 

. 57-33.2·15, Corpt1rate offlpor and limited ll@blH com . . . 
HabHf1Y• Ju COWQ{alion cu: ilmlted HabHIIY . IY pany governor or manl!llfl' 

18 · . -- comPl!nY t!ll(able und!I( thl h · · 
reuon IQ file the required retu---

8 
!LBPIW flllll lor any • 

" 18 or pay the tax due any of It ttl 

19 
h!!.YlnA@ntrol gr sullQMSIQQ..Qf or ch l!ll ' -

8 
Leers, governom, or managers 

20 · ' atlL with the re~ponslb)HI)! f kl 
r1ayments. are personally Uabte for th f 11 or ma ng. th~ u,tums and . --8 a ure. The dlssolutlon f 

21 comMrut does not dlschame an ffl r' --.~ o a ®1Poratlon or Jlmlt&tl llabllllY 
. . o ce_ s. a goyernor's,YQUJ man· , II 

22 o.t lhe comorallon or Jlmlte<1 llablli"' ager e . ablll!ll for a prior fallutll 

23 

"' '°mpanY lo make a return or r It th 
due for such a JlabJUIY may b -~ em J tax due, IbtU!U!D 

8 ~ssessed and collected under th ,- · 

24 
thea11essment and coHectio 

1 
-

8 
prov JIQllS o.l this chapter for 

26 

. . n °. otlloc llabBWu, . . . . . . 
57-31.2-18, Bond, The eomm!Hloner ma r ul . . . . . 

26 lib.at!IMI wtlb making and flHoo report nd ~ ~ re a sufficient bQnd from any-company 
27 - II IL PBYID§Ot o,f taxes under thl h 

b!lnd must nm to 1h11 stale of North o . k a ~ariter. Any regulred · - - a ota and be condition~ ugg kl 

• 

... ' 

( 

28 reports as regulred by law ot rul nd t . -- _JJ mL ng and flllnG al 
. 29 und.llr Ibis cb@lm. . e a .or PromPI P~ment ot all taxes iusdY !We lo the state 

30 .s7-33,2•1Z, Qeposlt of revenue R rt t · · . · 
·31 """"'•• •• • epo __ .0 lr8HIIJ.lt. Jb11 commjs I hat / .IUll"""'-'-"venue coUectm:I undet thl b " -- SJl[l!II' s J s c apter to the state trtasurer for deposit In the electric 

I 
.~ 
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. tr:ansmlsst on and distribution tax fund, With each transfer under this sect!on, the commtssloner 
&hall l)roy1de a report showing the Jnform~tlon mwessary for the state treasurer to ull.Poate the 
revenue under section 57-33,2..,~ 

57-33.2-18. AHocatloo - continuing appropriation, The electrlc transmission and 
distribution tax fund Is appropriated as a standing and continuing appropriation to the state 

treasurer for anocatton and distribution to counties by April first, of each year as provided In this 
section, 

1' Revenue from.the tax on transmission noes under s13ctlon 57-33.2-02 must be 
.ru!Q.Qated among counties _based on the mileage of transmission Ones and the rates 

of tax on those lines wlthln...each county. Revenue received by a county under this 

subsection must be allocated among taxing districts I□ the county basect on the . . . 
mileage of transmlssl2n llrnruvand the rates of tax_· that apply to the I and on which 
,hose lloes are located within each taxing district, Revenue from that PQrtlon of a 
transmission fine located In more than 0.11..ft taxing district must be allocated arnp.ng 
those trucing districts In proportion to their respective current property tax mlll. rates 
that apply to the land on which the transmission llne Is !ocat¢ •. 

.2.,, Revenue from the distribution company gross revenue tax under subsection 1 of 
section 57-33.2-03 must be allocated to the county In whloh the retall sala.to which 

the tax applied™ made. Revenue received by the county under this subsection 
must be allocated among taxing districts In the county In proportion to their mqst 

recent respect1ve12roperty tax levies In dollars on property within the county. A cit}! 

that .operates a municipal eleotdc utmty under chapter 4p-sa must be excfud99 
from anocatlons and computations under this subsecdon, . 

a. Revenue from the taxes on retail sales.paid by a distribution company unde_r. 
subsection 1 of section sz-aa,2-03 must be allocated to each county In which that 
distribution company's distribution Unea are located lo the ratio lo which the number 
of mHes of Its lines In_ each county bears to the total number of mlles of llnos of the 
distribution company lo this state, Revenue received by the county under tbl1 

subsection must be allocated ·among taxtng districts In the county In proportion to 

their most recent respective propertY tax levies In dolla~ on. property within lbl 
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county, A cilY thal !Ul§talta Ill n1vu1J;lpal llll!Wfo ullllbl under chUPlllr !1<!·33 must be 

excluded from anocattons and computations under this subseotlo;,, 
~ For purposes of this secHon. "taxing dlstrlot" means the stgt . 110111 t - 1• CQYnty, and lbal 

: on o any polltlcaf subdivision with authority to levy ro e 
lo.cated within the counb£, 

12 
12 r1Y Wes which Is 

57•33,2-19, Penaltl. ~ ~r h •. son w o wltlfuUy ylolates any provision of thl b 
guJIIY of a clns A misdemeanor. 

9 
c wter Is 

8 SECTION ~ 1. Chapter 57-60.1 of the North Dakota Century Cod I 
9 enacted as follows: e s created and 

10 

11 

12 

13 

14 

17 

18 

19 

20 

21 

22 

23 

·24 

25 

26 

27 

2a 
'29 

30 

31 

§l-&O.j-01• Defloltlo.111s As used lo this ch@pter; 

L "Commlsslgner" means the state tax commissioner. 
2.. "ElectdcBI generating plant" means a facfllty that prod I - - uces e ectrlcal poWQr from a 

source other than coal or wtnd energy and which has at I t ees one single electrical 
energy generaijon unit w)th a capacity of five thousand kll 3.. •a .----- -- owatts or more, 

ross receipts means all revenue valued I . n money, whether received In m20n 
or otherwise, derived by an efectrfcal generating plant subject to this chapter from 

the production of etectrlclty. 'but not tncludlng any revenug derived from 
transportation, transmission, distribution, or ~ther events that ocour after 
~mpletlo~ of the process of production of electrtclty by the faclUty • 

~ Operator means any perso~ owning, holding, or leaslng gn electrical generating 

plant and cQ.Oductlng the generation of etec!rlQlty by the plant. 

57-60.1-02, lmposHlon of taxes - lo lleu of o.d. valorem ta Th uggn th · - · · u1, ere Is lrogosed 
;' o1211ta1or of lle&b elecklcw generating plant a tax Pak! roonthlY for tbll PrlvHege o.l 

gr . uclng electdclty at such electrical gengrating plant. The rate of the tax Is nlot!Y 
one-hundredths g_f one mm h kll · · · on eac owatt-hour of electdclty produced r th 
Ibe board of countu 

1 1 
or 

8 
purpose of sate, 

u comm ss one rs. by resolutton may grant to th 

11 

• - - . e !Ul§ralor gt an eleclrical 
genera ng plant located within the county which begins construct! . ft J 

1 

. -- on B er une al!, 2Qrul, 1211r11a1 

or comp ete exernm1on from the 18lJ lroggsed by Ibis secl!on for a 12erlod nol m<®edlOII fl~ 

::~s!: ~e dale of the first taxable 12rodus:tlon frgm the Plant, An electru;aJ lllloermtno 12lant 
I . s PJ1rs2nal p[Ojlllrty and laxes lro110sed by this chapter are In lieu al ed vaklrem 
axes except taxes on the taod on which the e!ectrlcal generaUn~ 
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sz-so.1-oa. Ador.,Uon by reference of r.,rovlslon• governing the prlyllege tax on 
coal gonveralon tacm11,,. Ibe provl1lons of chapter sz-eo wtilob are not lo conflict with the 
proyfsfons of this chapter govern ·the administration of the tax Imposed lo this chapter, 

sz-eo.1::04, Atlocatlon of' revenue .. Qontlnulng appropriation. 
1,, The stat@ treasurer shall no less than guartedy allocate au moneys received korn 

each electrloat generating plant to the county In which the electrical generating 
12.laot rs located. 

a 2' Amount§ aUoc.ated to a county under this section must be allocated wltblo the • 
9 county In the same manner property taxes are~nooated on the land on which the 

eleotrlcat generating pl1nt Is rooated. 10 

11 SECTION 12. REPEAL. Sections 57·0~-07 and 57-06-17 and chapters 57-33 and 

12 57-33.1 of the North Dakota Century Code are repealed. 

13' SECTION 13." EFFECTIVE DATE. This Act Is effective for taxable years beginning 

~ 14 after December 31, 2003, 
t ) 

.,....,,,, 
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