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2003 SENATE STANDING COMMITIEE MINUTES 

BILURESOLUTION NO. S8231 l 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February S, 2003 

,~Number 
1 
2 

Committee Clerk Si 

Minutes: 

Side A 

X 

SideB 
X 

Meter# 
5 430-end 
1-2948 

Senator Urlacher opened the hearing on SB2311. All committee members are present. This bill 

relates to creating and establishing an oil and gas research council. 

Senator Wardner (mtr #5470)- Primary sponsor of the bill. Introduced the bill and explained the 

intent~ also clarified the purpose of the trust fund. Referenced Exhibit A handout. 

Senator o•connell (mtr #45) .. Testified in support ofSB2311. 

Senator Bill Bowman (mtr #163) • Testified in support of $B2311. 

Bob Harms, Counsel to Governor Hoeven (mtr #310) .. Testified in support of 8B2311. Written 

testimony is attached. 

Senator Tollefson (mtr #680) .. Asked a question regarding the oil reserve, oil production, price 

and the relationship with this proposed council. 

Mr. Hanns (mtr #750) .. This council will be educational. 
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Senate Finance and Taxation Committee 
Bill/Resolution Number S82311 n Hearing Date February S, 2003 

0 

Ron Ness, Executive Director of the ND Petroleum Council (mtr #8SS) .. Testified in SUPr.Ort of 

SB23l!. Wrlttentestimonyisattaehed 

Senator Seymour (mtr #1597)-Question about the recipient of the revenue from the sale of oil. 

Who is the employer? 

Mr. Ness (mtr #1620) • 148 oil companies in the state, listed various oil companies. 

Senator Wardner (mtr #1736)- Royalty owners also a recipients of net sales. 

Mr. Ness (mtr #1755) - Responded to the remark by Senator Wardner. 

Senator Totlerfson (mtr #1951) .. Questioned a reference to the Lignite Council an estimate of 

reserve funds, 

Mr. Ness (mtr #2040) .. We hope to have those numbers. 

Lynn Helms, Director, NDIC Oil & Gas Division (mtr #2112) .. Testified in support of SB23 l 1. 

Written testimony is attached. 

Senator Urlac:her (mtr #2573) .. What percent of oil reserves are on reservation land? 

Mr. Helms (mtr #2584)- Reservation lands hold significant oil reserves. Have not been tapped. 

Senator Seymour (mtr #2633) .. Has a council partnership been considered with other states? 

Mr. Helms (mtr #2654) - The structure would not lend itself to that type of structure. 

Roger Chinn; McKenzie County rancher (mtr #2735) .. Testified in support of $B2311. Feels it 

benefits the entire state. Recommends a do pass. 

Senator Urtacher (mtr #2948) - Closed the hearing on SB2311 
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2003 SBNATB STANDING COMMmEB MINUTES 

BILLJRESOLUTION NO. SB2311 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February l 0, 2003 

Ta Nwnber Side A SideB 
1 X 

Committee Clerk Si 

Minutes: 

Meter# 
2929-3980 

Senator Urlacher opened the disoussion on S82311. All committee members are present. This 

bill relates to creating and establishing an oil and gas research council and oil and gas research 

fund~ 

Senator Wardner (mtr #2993) .. Handed out amendments and reviewed the intent of the 

amendments. Amendment .0101 clarifies the language regarding the funds. Amendment .0102 

clarifies wording "advisory board0 replaced with "oil and gas research council". The 

amendments do not overlap, Groups involved in creating the amendments are in agreement. 

Senator Urlacher (mtr #3352) .. Is open for a motion. 

Senator Wardner moves to add both amendments to S82311. 2nd by Senator Seymour. Roll 

call vote 6 yea, 0 nay, 0 absent. 

Senator Syverson (mtr #3478) .. Questioned the ability to have this council work in partnership 

with another council. 
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Page2 
Senate Finance and Taxatfon Committee 
BHl/Reso)ution Number SB23 l l 
Hearing Date February 10, 2003 

Senator Wardner (mtr #3.,69)-This council is unique, nothing similar. The cost fo minimal. 

Senator Wardner mov~ a Do Pass as Amended, 2nd by Senator Tollefson. Roll call vote 6 yea, 

0 nay. 0 absent. Canier is Senator Wardner. 
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2003 SENATE ST ANDINO COMMITTEE MINUTES 

BILURESOLUTION NO. S82311 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February 17, 2003 

T Number Side A SideB 
1 X 

Committee Clerk Si 

Minutes: 

40-750 
Meter# 

Senator Urlacher opened the discussion on S92311. All committee members are present. This 

bill relates to creating and establishing an oil and gas research council and oil and gas research 

fund. 

Senator Wardner (mtr #40) .. Bill is back in committee due to the cost of the funding. Proposed 

an amendment that would reduce the fiscal note to $4,900.00. 

Senator Wardner moved to reconsider the committee's action on S823 l l, 2nd by Senator 

Tollefson. 

Senator Urlaoher took a voice vote to reconsider SB23 l l. 6 yea, 0 nay. Bill is back in the 

committee. 

Senator Wardner moved to amend S8231 l as proposed with .0201. 2nd by Senator Tollefson. 
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Pagel 
Settate Finance and Taxation Committee 
Bill/Resolution Number 8B2311 
Hearing Date February 17, 2003 

General discussion hy all Senators followed regarding the amendment, and the revenue that 

would be generated and the likelihood of the fonnation of the research cowioil. Also talket:1 about 

the impact of the reduced fiscal note, 

Senator Wardner went over the compensation package of the board members, 

Senator Urlacher • Took a voice vote to amend as proposed. 6 yea, O nay. Bill is before the 

committee as amended. 

Senator Wardner moved a Do Pass as Amended. 2nd by Senator Nichols. Roll call vote S yea, 

1 nay. O absMt. Carner is Senator Wardner. 
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Amendment to: SB 2311 

FISCAL NOTE 
Reque1ted by Legl1latlve Council 

04/17/2003 

1A. State flecat effect: Identify the state fiscal effect and the flsoal efreot on sgency appropriations compared to 
fundli t l nd n # t Ii d nd I rna eves a eoorooi a ons ant oroate u er current aw. 

2001·2003 Biennium 2003·2005 Biennium 2005-2007 Biennium 
General other Fund, General other Fund• General other Fund• 

Fund Fund Fund 
Revenues $( $C ($~,000 $0 $( $0 

Exl!!ndltur• $0 $C $C $0 $( $0 
A..,... .... ..,rf atlons $0 SC $C $50,000 $( $0 

18. Coun c and achool district f11cal effect: ldentl the fiscal offeot on the a ro rlate lltlcal subdivision. 
2001 ·2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School School 
Dlatrlctt Countlea CHI•• Districts Cities Districts 

$ $ ~ 

2, Nartatlv•~ Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

Section 2 of the Second Engrossed SB 2311 with conference committee amendments appropriates the first $50,000 
of gross production and oil extraction tax colleotlons In the 2003-05 biennium to the newly created oil and gas 
research fund. The $50,000 appropriation reduces state general fund revenues. Other transfers to the oll and gas 
research fund that are provided for In the blll are estimated to not occur, as the current forecast does not exceed the 
threshotd established In the bill for additional transfers In the 2003-2005 biennium. 

• 
After the 03--05 biennium 2% of the Identified tax revenues (up to $1,300,000) wlll be deposited Into the OIi and Gas 
Research Fund. If the Identified tax revenues exceed $63,300,000 there will be no Impact on the General Fund. 
There would be an lmpaot of up to $1,300,000 to the OIi Trust Fund. 

Costs for administering this fund and assisting the newly created OIi and Gas Research Council will come from the 011 
and Gas Research Fund. 

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

fund affected and any amounts Included In the executive budget. 

B. Expenditures: Explain the expenditure smounts. Provide detail, when appropriate, for each agenoyi line 
Item, and fund affected and the number of FTe positions affected, 

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

I
i , ·1 Senate BIii 2311 provides for a continuing appropriation, The blll authorizes up to $1,300,000 to be transferred to the ,.._,,,; 
I 
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OIi and Gaa R .... rch Fund eaoh biennium after the 2003-2005 biennium. ft Is eatlmated that durfng the 2003-2005 
biennium $50,000 would be transferred to the newly created OH and Gas Research Fund. , 

.... • Kartene K. Fine .... 
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Amendment to: SB 2311 

FISCAL NOTE 
Reque,t-1 by Leol1latlv• Councll 

04/03/2003 

1A. Stat• ftac1l .nect: Identify tht state flscsl effect and the fiscal effect on agency appropriations com,'sred to 
fundl levels and a rlatlons antlcli ted under current law. 

2001•2003 Biennium 2003•2005 Biennium 2005•2007 ISl1nnlum 
General other Funds General Other Funds G1n1r1I other Fund• 

Fund Fund Fund 
($80,000 

1 B, Cou c and Hhool district flac■I effect: ldentl the fiscal effect on the 'It/cal subdivision. 
2001-2003 Biennium 2003-2005 Biennium 5•2 lennlum -------f School School School 

Cftl11 Dl1trtcts Counties Cltlea Dl1trtct1 Cities Districts 
s $ $ $ $ $ $0 

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

Section 2 of Reengrossed SB 2311 with the most recent House Amendments appropriates the first $50,000 of gross 
produotlon and oll extraction tax collections in the 2003-05 biennium to the nevlly created oil and gas research fund. 
The $501000 appropriation reduces state general fund revenues. Other transfers to the ell and gas research fund that 
are provided for In the bill are estimated to not occur, as the ourrent forecast does not exceed the threshold 
established In the blll for additional transfers In the 2003-2005 biennium, 

After the 03-05 biennium 1% of the Identified tax revenues (up to $650,000) will be deposited Into the OIi and Gas 
Research Fund. If the Identified tax revenues exceed $62,650,000 there wlll be no Impact on the General Fund, 
There would be an Impact of up to $650,000 to the OIi Trust Fund, 

Costs for administering this fund and assisting the newly created OIi and Gas Research Council wlll come from the OIi 
and Gas Research Fund. 

3, State f11c1I effect detail: For /nfonnatlon shown under state fiscal effect In 1A, please: 
A. Revenues: Exp/sin the revenue amounts. Provide detall, when appropriate, for each revenue type and 

fund affected and any amounts Included In th& executive budget, 

B. Expenditures: Exp/sin the expenditure amounts, Provide detail, when approprlato, for each agency, line 
Item, and fund affected and the number of FTE positions affected. 

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

Senate B1112311 provides for a continuing appropriation. The bill authorizes up to $650,000 to be transferred to the 
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Amendment to: SB 2311 

FISCAL NOTE 
Rtqu.ted by Ltgl1latlv1 CouncU 

03128/2003 

1A. State flacal effect: Identify the state fiscal effect and the flsoal efreot on ar,enoy appropriations aompart-d to 
fundln /eve/a and a1nn11NV1atlons ant/cl ted under current law, 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 
Genoral Other Fund• Gener.I other Funda General Other Fund• 

Fund Fund Fund 

18. Cou c and school dl1trlct ftacal ttr.ct: ldentl the fiscal effect on the a ro rlate lffloal subdivision, 
2001 .. 2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School ---,..-8-choo __ .....,....t -1 

Cltle• Dlatrfct. Countlel Cltle1 Dl1trfota Count!~• Dl•ttlcta 
$ $13,500 $ $. 0 

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

Seotlon 2 of Reengrossed SB 2311 with House Amendments appropriates the first $50,000 of gross production and 
,.,,-... oil extraction tax colleotlons In the 2003-05 biennium to the newly created oil and gas research fund. The $50,000 

r '. appropriation reduces state general fund revenues as well as county and various other fund revenues. Other 
-----· transfers to the oll and gas research fund that are provided for In the blll are estimated to not occur, as the current 

forecast does not exceed the threshold established In the bill for additional transfers In the 2003 .. 2005 biennium. 

After the 03-05 biennium 3% of the Identified tax revenues (up to $2,000.000) wlll be deposited Into the Oil and Gas 
Research Fund. If the Identified tax revenues exceed $83.917,626 there will be no Impact on the Ger'leral Fund. 
There would be an Impact o1 up to $2,000,000 to the OIi Trust Fund, 

Costs for administering this fund and assisting the newly created OIi and Gas Research Counoll will come from the OIi 
and Gas Research Fund, 

3. State fiscal en.ct detail: For Information shown under state fiscal effect In 1A, please: 
A. Ravenu•a: 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, fine 
Item, and fund affected and the number of FTe position~ affected. 

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

Senote BIii 2311 provides for a continuing appropriation. The bill authorizes up to $2,000.000 to be transferred to the 
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Amendment to: 8B2311 

FISCAL NOTE 
Requetted by Leglllatlve Counoll 

02/1912003 

1 A. ltata ftacai tffect: Identify t1- state flscal efrtct and the flsc.l ,tr.ct 011 agenoy epproprlatlona compared to 
fund~ level• and aMl\'lin11a:tJona antk./i ted u,-, current law. 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 
General Othtr Funda General other Funda o.,,.,., otMr Funds 

Fund Fund Fund 

1 B. Cou c and echoof dlatrtct tlaoal afftct: Ide the fiscal effect on the a ate lltJcal subdivision. 
2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School School 
Dlatrtcta Dlatrlctl CountlN Cltlet Dlatrlcta 

$ 

2. Narrative: ldentif,/ the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
yaur analyals. 

Senate 8111 2311 establishes the OH and Gas Research Fund. The monies to be deposited Into this Fund come from 
the oll and gas groea production tax and the oll extraction tax. During thfi 03-05 biennium, If estimated revenues 
elCceed $65,415,659 from the above Identified taxes, up to $4,900 wlll be deposited Into the newly created 011 and Gas 
ReMtarch Fund, 

After the 03--05 biennium 3% of the Identified tax revenues (up to $2,000,000) will be deposlted Into the OIi and Gas 
Research Fund. If the Identified tax revenues exceed $63,917,526 there will be no Impact on the General Fund. 

coats for administering this fund and assisting the newty created OIi and Gas Research Council wlll come from the 011 
and Gas Research Fund. 

3. State flscal effect detall: For Information shown under state fiscal effect In 1A, please: 
A. Rev.nun: Exp/sin the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget. 

e. Exs-ndlturt1: Explain the 11xpendlture amounts. Provide detsll, when appropriate, for each agency, line 
/him, and fund affected and the number of FTE positions affected. 

c. Appropriation•: Explain the appropriation amounts. Provide ~tall, when epproprlat., of the effect on 
H» bhlnnlal appropriation for each ag,noy and fund alfecttKJ and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for e,cpendltures and approprlat/ona. 

Senate B1112311 provides for a continuing appropriation. The blll authorizes up to $2,000,000 to~ transferred to the 
OIi and Gaa Reaearoh Fund each biennium after the 2003-2005 biennium. Thia blll authorizes that during the 
2003-2005 biennium up to $4,900 be transferred to the newly created OIi and Gas Research Fund. 
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Amendment to: SB 2311 

FISCAL NOTE 
ReqUNted by Lea18latlv• Council 

02/12/2003 

1 A. State ftacal effect: Identify the state fiscal ef'feot and the flaoal effect on agency appropriation• com,,.rtd to 
fund~ ,.vels and a tJona antlcli ted under current law. , 

2001-2003 llennlum 2003-2001 IIMnlum 2005-2007 Biennium 
General other Funds General Other Funda 0 ....... 1 other Funds 

Fund Fund Fund 

1 B. Cou o and school dlatrlct tlscal effect: /dent the fiscal elfeot on the • te 1/11011/ subdMslon. 
2001 .. 2003 Bltnnlum 2003-2005 Biennium 2005-2007 Biennium 

lchool lchool School 
Dl1trlcts Countlel Dlatrlctl Dlltrlctl 

2. Narrative: /dt,ntlfy the aspects of the rYHtasure which cause fiscal Impact and Include any comments relevant to 
yaur analysis. 

Senate BIii 2311 eatabllahes the OIi and Gas Research Fund. The monies to be deposited Into this Fund come from 
,~ the oll and gae gr'088 production tax and the oll extraction tax. During the 03--05 biennium, If estimated revenues 
1 J exceed $6514151659 from the above Identified tax,~s, up to $2,000,000 will be deposited Into the newly created 011 and 
,...._,. Gas Research Fund. 

After the 03--05 biennium 3% of the Identified tax revenues (up to $2,000,000) wlll be deposited Into the 011 and Gas 
Research Fund. If the Identified tax revenues exceed $63,917,526 there wlll be no lrnpact on the General Fund. 

Costs for administering this fund and assisting the newly created OIi and Gas Research Council will come from the 011 
and Gas Research Fund. 

3. State fltoal effect datall: For Information shown under state fiscal effect In 1A, please: 
A. R1v1n1M1: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the e><ecutlve budget, 

B. Expendltul'N: E)(plaln the expenditure amounts. Provide detail, when appropriate, for each agency, line 
Item, and fund affected and the number of FTE posHlons affected. 

c. Appropriations: Explain the appropriation smounts. ProvldlJ thtall, when appropriate, of the effect on 
the blfnnlal appropriation for each agency and fund aft'ecttld and sny amounts Included In the executive 
budget, lndlaate the relationship between the amounts shown for ex,»ndlturw,s and appropriations. 

Senate 81112311 provides for a continuing appropriation, The bill authorize, up to $2,000,000 to be transferred to the 
· ···· OIi and Gas Research Fund each biennium, 
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BUI/Resolution No.: 

0 • $ 

SB 2311 

f} 

FISCAL NOTE 
ReqUNted by Llglslatlve Councll 

01/27/2003 

a 

2001-2003 llennfum 20034005 B_,nlum 2005-2007 llennlum 
General Other Funds General other Funda Gtneral Other Funds 

Fund Fund Fund 

2. Narrative: Identify the aspects of the mtlBSUffl which cause flscal Impact and Include any comrMnts ffllevant to 
your analysis. 

Senate Biil 2311 eatabllahea the OIi and Gas Research Fund. The monies to be deposited Into this Fund come from 
the ofl and gas grou production tax and the oil extraction tax. During the 03-05 biennium, ff estimated revenues 
exceed $65,415.659 from the above Identified taxes. up to $2,000,000 will be deposited Into the newl~ created 011 and 
Gas Research Fund. 

Aftet' the 03--05 biennium 3% of the Identified tax revenues (up to $2,000.000) wlll be deposited Into the 011 and Gas 
Reaearch Fund. If the Identified tax revenues exceed $63,917,526 there wlll be no Impact on the General Fund, 

Costs for administering this fund and assisting the newty created OIi and Gas Research Council will come from the 011 
and Gas Research Fund. 

3, State flacal effect detall: For lnfonnatlon shown under state f/$Cal effect Jn 1A, please: 
A, Rev.nun: Explain the revenue amounts. ProvldtJ dtJts/1, when appropriate, for each revenue typtJ and 

fund affected and any amounts Included In the executive budget, 

B. Ex.,.ndlturu: Explain the expend/tu,- amounts. Provide detall, when appropriate, for each agency, IIM 
Item, and fund affected ~nd the number of FTE positions affected. 

C. Appropriation•: Explain the appropriation amounts. Provide dttsll, when appropriate, of the effect on 
ttt. bt.nnlal appropriation for •aoh agency and fund affect«J and any amounts lncludtxJ In the ex,outlve 
budget, Indicate the relationship between ttt. amounts shown for expendltuffls and spproprlat/ons, 

Senate B1112311 provides for a continuing appropriation. The blll authorizes up to $2,000,000 to be transferred to the 
OIi and Gas Retearoh Fund each biennium. 

Gptr1tor 1• I l!'lltUf't Dltl 
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Date:~·\~·~~ 
Roll Call Vote #: \ 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILIJRESOLVTION NO. ~~ r~~ \ \ 

Senate Finance and Taxation 

0 Check here for Conference Committee 

Legi~Jative Council Amendment Number 

Committee 

ActionTaken ~~ ~~' ,~\S)\ ~ .~\~!).. ~ ~, 

Motion Made By~~~ Seconded By ~- . ~~ 
-

Senators Vet No Senaton Vet No 
Senator UrJacher .. Chainnan '-4 Senator Nichols ~ 
Senator Wardner - Vice Chafnnan ~ Senator Seymour ~ 
Senator Syverson -~ 
Senator ToJJefson ... 

N 

I 

' 

-

Total 

Absent 

(Yes) __ __,.;\:>:,....__ ____ No __ (;;>~--------

Floor Assignment 

lfthe vote is on an amendment, briefly indicate intent: 
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38347,0103 
TIUe.0200 

Adopted by Finance and Taxation Committee /l,;!? ,,', 
February 10, 2003 '1~ 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2311 >"' 

Page 2. line 16, replace II Actvleory boarcr with 11011 and gu rNNrch councll" 

Page 21 llne 17, replace 11advlsory board11 with 110II and gas research council" 

Page 2, Hne 22, replace "The" with •subject to subsection 7, the''. remove "appointed•, and 
replace "advisory board" wfth •council" 

Page 2, llne 23, replace 11and11 with a comma and after •years• insert•, and three serve for three 
years• 

Page 2, line 24, replace "advisory board" with "council" 

Page 2, line 25, replace "advisory board" with 11counoll11 

Page 2, llne 26, replace "deems" with "determines" 

Page 2, line 29, replace "advisory board" with "council" and replace "councll 11 with "commission• 

.Page 3, llne 3, replace •advisory board11 with "councll11 

Page 3, line 6, repjace "advisory board• with 11councll11 

Page 3, line 8, after •counoll 11 Insert 11or oommlsslon• 

Page 3, llne 14, after •counoll" Insert "or commission" 

Page 4, line 4, replace •advisory board• with 11councll 11 

Page 4, line 16, after "or Insert "the state's share or 
Page 4, line 23, after .. or Insert "the state's share of the11 

Page 41 line 24, after "tax" Insert "revenues that are deposited Into the state general fund," 

Page 4, llne 26, after "or Insert "the state's share of" 

Renumber accordingly 

Page No. 1 38347,0103 
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Date: ~. \~ ~~ 
Roll CaU Vote #: ~ 

2003 SENATE ST ANDING COMl\UTTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ~~\ \ 

Senate Finance and Taxation Committee 

D Check here for Conference Committee 

LcgisJative Council Amendment Numbe.r 

Action Taken ~ ~':::- ~ t~~'s}..,,, 

Motion Mad~ By ~ ~~\ \.., Seconded By~ .'\ ~\.~~ 

Senaton Yes No Senators Yes 
Senator Urlacher - Chainnan r----.,. Senator Nichols r-....... 
Senator Wardner .. Vice Chainnan .. N Senator Seymour -- ......... 
Senator Syverson ·~ 
Senator Tollefson -~ 

No 

Total (Yes) ____ \o ______ No __ ___,.___ _______ _ 

Absent 

F1oor Assignment ~ti.... ~C,'-4:~~ ~, 

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

I. 
l '. 

Tht atcrw••• , ..... en thl1 fH• ,,.. aeeurat1 f'e,toduottw of rNONM •uwrtd to Nodtrn lnfON11tten IYtt• fOt" 1fcl"oftl1f1'11 -' ··~; · 
WIN fftlld fn tht NtUltr OOUflt of bulfNtl, Thf ,ittototraphfo proottt ... u 1ttndlrdl of tftt Mtf'tOM lfltfnl It ... ,. lnettttAtt 
(MIi) for ll'tflfwl ••o~u.. MOTICII If tht fflllitd , ... lbow f• '"' lttfblt than thfl Notfct, ft , ... to thf quttfty of .. : 
doMalM NI,,. ff lltd, 

Gpltlt0f'11 ll"llltUl"t Dttt 
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RIPOAT 01' STANDING COMMITIU (410) 
l'ebruary 11, 200S 12:IO p.m. 

Module No: SA-21-2271 
carrter: Wardner 

lnNl't LC: 11347.0103 TIiie: .0200 

REPORT OF STANDING COMMffTU 
s■ 2311: Finance and Tuatlon CommltlN (Sen. Urllohlr, Chalffllll'I) recommende 

AMINDMINTS Al POLLOWI and when ao amended. recommends DO PAIi 
(8 YEAS, 0 NA VS, 0 ABSENT AND NOT VOTING). SB 2311 was placed on the Sixth 
order on the calendar. 

Page 2, Hne 18, replace •Advlaory board• with •011 and 1111 ,_rch oouno11• 

Page 2, line 17, replace •advfsory board• with •011 and gu research couno11• 

Page 2, line 22, replace "The1 with •subject to sub8ectfon 7, the•, remove •appointed', and 
replace •advfaory board1 wfth •oounc11• 

Page 2, Hne 23, replace •anct• with a comma and after 'years• Insert •, and three aerve for 
three years• 

Page 2, line 24, replace •advisory board1 with •counc11• 

Page 2, line 25, replace •advisory board• wtth •councn• 

Page 2, Hne 26, replace 1deems11 wfth 'determines• 

Page 2, llne 29, replace •advisory board• with •counoll' and replace •councH• with 
•comm1sston• 

Page 3, llne 3, replace •advisory board11 with •counc1I• 

Page 3, line 8, replace •advisory board' with •council' 

Page 3, llne 8, after •councu• Insert •or commission• 

Page 3, line 14, after •council• Insert •or commission• 

Page 4, llne 4, replace •advisory board' wtth •councui• 

Page 4, line 16, after •or Insert -ihe state's share of• 

Page 4, llr.e 23, after •of• Insert 'the state's share of the11 

Page 4, line 24, after ,ax• Insert •revenues that are deposited Into the state general fund, 11 

Page 4, line 28, after 11of11 Insert 'the state's share of• 

Renumber accordingly 

Page No, 1 

Tht afel'otf' .. ft f .... en tM1 ffl■ ll't aoouratt ....,,,._tf ona of rlOOf'dl •UWl'ld to Nodlrn lnf~tf Oft tYtt• fOf' ■fef'Offtlfl'II _,,, '.Ji, 
..,.. fH..ct fft th• lit' COUf"lt of bulfnttt, Th• pttotoerephfo proetta ... t. ttandlrdl of tht Mtt'leM N•tf-l lttnlMNII Jfllltltlltt ' . 
(MIi) for 1rdlfvat":tl'Offl1. NOTICII If tht ffltilld ..... above ,. lffl lttfblt than thf• Notfot ft ft M to tht ..... lfka of ...... ' 
~ btf "I fHMd, ' ..- .. , - " 

uh 't ,, t ~A~~ 1dQa )03 . . 
Optrator't I 1N1tUl"to1tt ,, .. 
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38347,0201 
Tide,0300 

Adopted by the Finance and Taxation 
Committee 

17 2003 February , 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2311 

Page 4, Hne 14, replace *two mllllon" with "four thousand nine hundred" 

Page 4, line 19, replace •two mllllon• with •tour thousand nine ~undrect' 

Renumber accordingly 

Page No. 1 
38347,0201 
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Date: d. ·\, .~~ 
RoJJ Call Vote #: \ 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILI.JRESOLUTION NO. 'cl.~\ , 

Senate Finance and Taxation 

D Check here for Conference Committee 

Leaistauve Council Amendment Number 

Actfoa Talcea ~ ~ ~ Q»\>.t-'-. 

Committee 

Motion Made By~ ~-~~ Seconded By~ ~ ~ ~ -~•-L ~~~~ 

Sea1ton Yea No Se-.aton Yea No 
Senator Urlach« - Chainnan Senator Nichola 
Senator Wardner - Vice ChaJnnan Senator Sevmour 
Sena1or Swenon 
Senator Tollefson 

'. 

' 
Total (Yet) -~ No C:..> ~\ 
Absent 

Floor Aslipmtnt 

It the vote is on an amendmenit briefly indicate intent: 

,~ ....... -.. 

' ( 

Tht .. or•••• ,_.. • tht• f fl1 .,. 100Ut1t1 ,.,adue~fn of reoONII •ttwl"td to Modern lnfMtMtton tytt• for atoroftllltN llftll J 
_. ft llN tn the l'flUllf' OOUr'lt of bUlf Mtl. Th• phototr.-10 proctll INtl stendlrdl of tht MtrlHft N1ttnl lt ... rdl IMtltwt• ,', 
(MIi) fo, 1NlhtY1l 1torofll1. NOTICII If the fHild , .... lboYt 11 lt11 lttlblt than th11 Notto,, 1t fl dut to tht qutl1ty of the 
dlMlllffl bttnt f tlltd. ' 1:::'&:, r oe+:9:S,A~~ 1dQc))03 
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Date: ~ ·\""" ~~ 
Roll Call Vote#: ~ 

2003 SENA l'E ST ANDING COMM~~E ROLL CALL VOTES 
BILL'RESOLUTION NO. -t;..~, \ 

Smate Finance and Taxation Committee 

0 Check here for Conrerence Committee 

LeJjaJMive Council Amendment Number --------------

Motion . 

Sen1ton Ya No Sen1ton Ya No 
"'-l Senator Nichol, Senator Urlacher .. Cbainnan _ ~ 

' Senator S~our N Sena1or Wardn•. Vice Chainnan , N 
~ ~ Ses,ator S~erson 

Senator ToJJef1011 -.... 
~ 

c:s Total (Yes)------ No ~ 

Absent 

FJoor Ass,,nment k · \ > »\<h ,\ >o-' o., · 

l( the vote is on an amendment. briefly indicate intent: 
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MPORT OP ITANDINCI COMMITTII (410) 
Plbrulry11,IOOI l:1Sa.m. 

Module No: IM'I-IOIO 
c.nter:W .... 

lnllrt LC: UNT.0201 Tide: .0300 

RIPORT OP STANDING COIIMnTII 
• 2111, • enaro•ed: ,...,.,. and Taullon Commllllll (11ft, Urteolw Chllfflllft) 

r'IOOfflffllndl AIIINDMINTI Al l'OLLOWI and When 10 amended fecommend. 
DO PAIi (5 VEAS, 1 NAV, 0 ABSENT AND NOT VOTING), engroued SB 2311 wu 
placed on the Sbdh order on the calendar. 

Page -4, ltne 14, replace 'tWo m1111on• wfth -tour thOuland nine hundred• 

Page 4, tine 19, replace ,wo mlltton• wtth "four 1houaand nine hundred• 

Renumber accordlngly 
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2003 HOUSE ST ANDINO COMMlTl'BB MINUTBS 

BILIJRBSOLUTION NO. SB 2311 

Houae Finance mid Taxation Committee 

CJ Conferellce Committee 

Hearin& Date March 11, 2003 

T Number SideA SideB 
2 X 

Committee Clerk Si 

Minutea: 

BR· WU IILIAe C11A1RMAN Called the hearing to order. 

Meter# 
33.6 

SIN, RICH WARDNER, DIST. 37, DICKINSON Introduced the bill. This bill sets up an oil 

and gas research council. It is set up for the purpose and under the same guidelines similar to the 

one that the coal research and development, in which they are looking for new ways to bum coal 

and use products 1i'om coal, this one will be looking for new ways to get oil out of the ground. 

This would be a tool that would be used to find new ways to get that oil out, and continue to keep 

our oil production up. Went on to explain the bill. 

BIP, IIJ,DB Is this somewhat similar to the Lignite Research Council? 

ON, WABQNER Yes, it is under the same idea. 

UP, BIJJIB You have two legislators on this committee, under the Lignite Council, there 

are no legislators, are there? 

I 
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Pap2 
Hou,e Pioance IDd Taxation Committee 
Bill/RCllolution Number SB 2311 
Heariq Date March 11, 2003 

SEN, WARQJDI That it comet. That ia not nocesurily the make up of the board, but tho 

concept of havina a reeearcb aud development tool out in the oil country, that would be sunilar to 

what ii in coal countly, 

UP, ULIIB All of the appointees, are that of"the Governor. My concern would be, 

currmtly, we are in very aood shape, but if I can use the word "goofy", thettJ is a possibility that 

North Dakota could have a aoofy Governor, my question is, ia there people in the oil industry, 

that could comequently, be considered aoofy, and pt appointed to thul board, and pretty 100D we 

have a board that is controlled by people who are not very supportive of the oil industry. 

UN, WARDNER I 81JeU )VUl' point is well taken. We trust our aovcrnor to appoint people to 

all kinds ofboards, and 80 tit, there baa been a pretty good job. What you are saying could 

happen. 

81'3 Mi/JIB I have seen thinp happen over the years that I have been in the legislature, and 

I have heard at lot of horror stories from other states, 

REP, WIILIB Stated that he thought the governor bad excellent staff. 

REP, DROYJ)AL I thought the make up of the board was rather strange too, of course, I have 

trust in the aovemor and staff to make good appointments too, one of them is a royalty owner. 

With the divenification of royalty minerals all over the United States, and actually in many 

cues, it is Burlington Northern or the oil companies themselves which would actually have a 

person on. which can be good or bad. are there other options, and what was the logic that went 

into that? 

SEN, WARDNER I guess I can't answer that, I think we would have no problem if you think 

· ··· •,\ there needa to be a tweeking on this bill. 
\._) 

0per1tor'• trtn1turt Datt , 
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Pqe3 
House Finmco nl Taxation Committeo 
Bill/Reloludon Number SB 2311 
Hearin& Date Mardi 11. 2003 

Bl!, DIOVDAL Who came up with the makeup? 

SEN, WARDNJI It came trom the oil induatry. 

UP, IQIMIDT Al an elected official, one of the instructions we get when we come to 

Billnll'Ck, bow would I llllWet my constituellta ht this? 

SIN. WARDNER I am looldna at the big picture, IODlebody hu to be in charge. Somebody 

bu to decide what project we are Fina to do for reaearch aad development. If we are ac>ins to 

cominue with oil production in dlia state, and if we ate l()ina to continue to keep revenue coming 

m to that we ca fund education, aod human services. we have to have 10me new ideas out there 

10 we can keep that' oil production up. That fa why we feel it is important to put thia board into 

place, because it will be overseen in these projects to decide which are acceptable and which are 

not. The big reason fa to keep oil production up, which keeps money coming in to the state 

coffets. 

REP, IILDB You have two members from the legislative assembly, and I guess, by and 

large, the legislature lw. over the years, refrained from putting legislators on boards, and I have a 

constituent in my district, who was a long time legislator, who feels very adamantly about not 

bavfna legialators on boards. In your development of this bill, was there any discussion as to 

why you need legislators on the board. I sometimes think it is very important to keep the 

leafslature indepeftdeait &om these various boalds. 

SEN. WABPNIB The committee felt it ia a production t>f revenue and keeping the oil 

production high. is of great interest to the legislature, however, I don't feel it is somethina that is 

a necessary thing. We can take the legislators out. we don't have a problem with that. We would 

definitely like to work with the committee for their ideaat we are open. 
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Pap4 
HOUie Finance and Taxation Committee 
Billlllel1olution Numb« SB 2311 
Heerlna Dato Mitch 11, 2003 

IV. .JORN' WAINJ& Testified in support of the bill. See written testimony, 

UP, ftlANX WAJiPs DICKINSON Testified in support of the bill. Submitted a handout 

re1atina to the most recent revenue projections. See attached copy. Al you all know, at the 

preeent time, the oil and pa industry have been aood corporate citimls in this state, by and large, 

contribute about five percent of the pneral tund budget. They have contributed about sixty two 

million for 2003-2005 bieanium, and another two to three million dottan in the trust fund which 

wu set up a few yean qo. That totals ninety three million dollan. In addition to that ninety 

three million dollars, that the oil and pa industry contributes to the pneral fund, there is about 

fifty to sixty perceGt of that amount that al80 p,a to the cities, counties and school districts. You 

all understand how that formula work,, whim fa 1cloee to about attother one hundred million 

dollm out in the oil producina counties. The energy industry contributes about two hundred 

million dollm in direct tax collections to the general fund. You all understand the dire need we 

are in thia year, in terms of producing revenue. I think the oil and gas industry have paid their 

fair share, Commettted on mineral leasing fees, stating that it is estimated in the most recent 

forecast, that there will be about S 4.215,000 of lease money, which comes in from lands wider 

the control of the State Land Department and other agencies. 

Related to the appointments which the aovemor makes. It has been suggeatod that perhaps, one 

of the six ought to be a county commissioner in an oil producing county. You also asked about 

lepslaton beina on there. Last session. if you recall, we put two legislators on the Agricultural 

Research Board. one &om each party, It is ttot plowing new grouatd in terms of putting new 

legislators on these boards. Back in the days when Governor Olson was governor, I was 
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PapS 
Houae Finance lfld Taxation Committee 
Bill/Relotution Number SB 23 l l 
Heerina o.te March 11, 2003 

appointed to the EEOC, u a leaf1lative member on that board, and then when Governor Schafer 

became aovemor, he took legislative members oft"tbat board, that is the governor's call. 

I think SB 2311 is an idea whose time bu come, Y ean ago. one of the savings and loans, had a 

very catchy marketing phruo, which wu "no deposit, no return,., I am here to say, if we don't 

make some deposits in oil and ps reeearcb. there may not be much of a return down the road. 

SIN, BILL BOWMAN TCl8tiftod in support of the bill, stating he signed on to the bill, when 

be reld, line 12 tbroup t 7, what the actual council doel, The thing that studc: out in my mind 

wu bomontal drilliq. Whm it firlt came to our area, nobody really knew what it wa. If you 

went in to a cafe and uked ten diffetmt people, you aot teal diffiftnt answers. Over a period of 

time. ev-,ooe teamed what it meant. and we alao leeft the results in increased production. 

Another hot word risht now ia. "cold bed methand'. The council can address what this will do. 

They will addrea euviromnental issues and the spacml of these oil wells, They address all of 

the thinp which have huge impact to those area,, I can remember when the first horizontal well 

wu drilled, people thought it was a joke, and look what happened because of it and because of 

the researdl. I think it is a wonderful way to expand the oil industry. 

RIFe EARL BJNNIBULQ. WQJ,JSTOJi Testified in support of the bill. Felt this 

proaram is definitely needed and long overdue. He mentioned, you don't have the risk involved 

as there used to be becau,e of the research which has been done. 

BOB HARMS.. COUNSEL TO GOVERNOR BOIVIN, Testified in support of the bill. 

See attached written testimony. ~8C> submitted a handout relating to the North Dakota Daily 

Oil Produced and Price, 
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Pap6 
HoUN Fhwice and Taxation Committee 
Bill/Relolution Number SB 2311 
HelrinaDateMardl 11, 2003 

RON Nl,88, UIWDYI PQllCl'OB QFIBI NORTH DAKOTA PETROLEUM 

COIJNC)L Teltified in support of the bill. See writtett teatimony plua Pact, and Figures 

reprdina the North Dakota Oil & Ou Industry and diarts ab.owing the North Dakota daily oil 

produced and price together with the North Dakota average monthly rig count. 

Related to the IOVfl'DOI''• appointments in the bill. He stated they wanted to mirror the Llpite 

Council in tllia. they do have leaf,laton on their committee. Thought it would be important to 

have leaillative repreaeGtltion. Wheth« or not the six board members would be appointed by 

the aovcnor could be up to the wildom of the committee. 

HIP, PIOVDAL What wa ~ comment lb<>ut the mineral owner. 

RON NHS We thouaht it wu Important to have a mineral owner on the board. Why would a 

aovemor appoint anyone to this council that doesn't have a vote in this state. All of these 

revenues we an talking about, there are royalty owners, or mineral owners reaping the benefits. 

BR, DROYQAL would there be am objection to bavins a county commissioner on the board? 

JUm NESS I don't know that we would have any opposition if it wu someone from the oil 

producing counties. The concept WU; the Lignite Research Council is appointed by executive 

order, and their board has grown to about twenty seven people. We felt it wu too umuley. 

ROGER CAINN, MCQNzq COUNTY CQMMJSSIONER Teatified in support of the 

bill, See writtell testimony, 

LYNN BILMB, NDIC OIL & GAS DMSIQN, INDUSTRIAL CQMMJSSIQN Testified 

in support of the bill. See written testimony. 

With no further testimony, the hearing was closed. 
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2003 HOUSE STANDING COMMrITBE MINUTES, 

BIWRESOLtmON NO. SB 2311 

Houae Finance Gd Taxation Committee 

Cl Confennce Committee 

H.aiq Date March 24. 2003 

Tame Number Side A SideB 
l X 

X 

Committee Clerk Si . 
-

Minutes: 

COMMITUI ACl'ION 

Meter# 
52.4 

0 

IBP. IILDB Presented amcmdments #38347.0304 to committee members, The amendments 

would dwige the members of the board. He took off the two legislators and took out the royalty 

owner. The change would also be, if revenues exceed $71,640,000 the excess up to two million 

dollan must be deposited into the oil and pa research fund, 

PIP, IVQSON Made a motion to adopt the amendmettts as presented. 

UP, DAPLAND secoad tho motion. Motion carried by voice vote. 

IBP, WINRICH Asked if the bill ,pmson were aware of the amendments, 

UP, BIJJIR Stated he showed the amendments to Ron Ness and Sen. Wardner. Sen. 

Wardner sugeaed clwtp8 in the ~ing level, a, far as the biennium. 

REP. MBS0N Made a motion for DO PASS AS AMENDED 

\~) UP. KLEIN Second the modoll. MOTION CARRDtD 1:2 Yea O No :2 Ablent 

tol1¥cl )03 
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Roll Call Vote #:°1 J-~Y--•~ 

2003 BOlJSI STANDING COMMm'll 10~£~ ¥JqrD 
IILLUSOLVTION NO. S~ ./~ f 

Houe FINANCE A TAXAnON 

□ Check here for Confer-=e Committee 

Committee 

1.es111a11w Couacl1 Amammt Numb« l 097 · o3o':I. , ,J 
Action Taken a, & <Js 4Mr,p 
MotloaMM9By t/.t-1iJ.1rA. SecaadlxlBy '&/· J(l,.;g 

Y• Ho - • •6 Y• Ne - . '. - .. - .. 
IIL'OILCII.WlMAN ~ 
DROVDAL. VICUIIAlll " CLilK V 
ftOIUCB V 
GROSZ i,-

HADLAND ,, 
MUON 

,, 
DI.SB t 

ICLIIN I!' 
NICHOLAS ' SCHMIDT ~ 
WEILIR I I,"" 

WIKINIIEISIR i.,"' 

WINRICH I__,,-
• 

Total (Yea) 

Abtent 

Ploor Aaipment 

lttbe vote is on an amendment. briefly indicate intent: 

Th• ttfo,-•••• , ..... on thl1 ffl• 1rt aocuratt ,....._Uti of rteotde •lfYtNd to Nodtrn IMOl'Mltfo,, tYtt• fo, •f orofH1f,,. w J 
Wlf't ff hltd fn tht ..... l.,. CUii of buafntH, Yht phototresihfc Pf'OClttl INtl ltlndlNM of th• Mlf'foan Natfnt It ... ,. ll'lltftvtt 
(Mtl) fot ll'cflfval lfCl'OfflM, tmlClt If tht fllMld , ..... abow ,. t ... lttlblt than thfl Notto,, ft ,. dut to tht quatUy of tht . .' --,t btfn, fflMd, 

ll<t n;; ◄ rSi>)A~~txt~ ,da.a)® 
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RIPORT OP STANDING COMMITTU (410) 
March 21, 2003 1:20 a.m. 

Module No: H......,_, 
Carrier: Drovdal 

lnNrt LC: 31M7.0304 ntle: .0400 

HPORT OF STANDING COMMma 
•• 2311, • NlngrGllld: Plnance and Tuallon CotMllttN (Rep. ··-· Chairman) 

recommends MIINDMINTI Al FOLLOWS and when 10 amended. recommends 
DO PAIi (12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING). Reengrossed 
SB 2311 was placed on the Sixth order on the calendar. 

Page 1, remove lines 1 o and 11 

Page 2, line 18, remove •. aovwnor to appolnf' 

Page 2, Hne 17, replace •govemor shall appoint an oil and gas research oouncll composed of 
nine• with •o11 and gaa research council Is composed of seven members, four of whom 
must currently be engaged In and have at least five years of active experience In the oH 
and natural gas exploration and production Industry. The council consists of: 

a. Four members appointed by the govemor from a 11st provided by· the 
North Dakota on and gas association. The governor may reject the 
11st and request the association to submit a new list until the 
appolnbnents are made. 

b. One member appointed by the governor from a 11st provided by the 
North Dakota association of oll and gas producing counties. The 
governor may reject the 11st and request the association to submit a 
new 11st until the appointment Is made. 

o. The e><ecutlve director of the North Dakota petroleum counoll, or the 
executive director's deslgnee. 

d, A county commissioner selected by the North Dakota association of 
oll and gas producing counties.• 

Page 2, remove lines 18 through 21 

Page 2. nne 23, replace the first 'three• with "two• and replace ths second 'three• with ,wo• 

Page 2, lln8 29, replace •six• with •Four-

Page 3, line 5, replace •A membe..- with •Members• and replace •serves• wfth •appointed by 
the governor serve• 

Page 4, line 12, replace •11 the estimates for the oH and gas gross production tax and the 011• 
With 'the first ~ thousand dollars of revenue from the oll and gas production tax and 
oll extraction tax 

Page 4. remove line 13 

Page 4, line 14, remove •hundred fifty-nine dollars, the e>ecess, up to four thousand nine 
hundred dollars,• 

Page 4, llne 15, replace •ae provided In this• wfth a period 

Page 4, replace lines 16 through 22 with •1n the 2003-05 biennium, If the estimates for the oil 
and gas gr011 production tax and the on extraction tax In any revenue forecast e,cceed 
seventy-one mllllon sixty-four thousand dollars, the excees, up to two mllllon dollars, 
must be depoelted Into the oll and gaa research fund, At the end of each calendar 
quarter, the state treasurer shall trantfer three percent of the atate11 share of the oil 
and gaa QroN production tax and oll extraction tax revenues that have been deposited 

(l)DUK.P>COMM Page No. 1 HR.aweao 
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IIIPOIIT OP ITNDNCI COIIWI I Ii (410) 
lllnh 21, 200I 1:20 a.m. llodult No: "" u ·Carrier: Drovdll 

ln11rt LC: 11147,0IN 1'1111: .0400 

Into the generat b,d In the Pfevloua three mornhl Into the ofl and_ gu l'INltCh fuid. 
When tnullfn to the otl and gu ,,....rch fund NICh two mllon dollar1 In the 
2003-os blennkln, no fla1her frlnlfetl may be made. If lti>l•t,• rewtNJe 
profeotlo,,a during the 2003-05 biennium reduce the revenue forecutthe oH and 
GU production tax and oil extraction tax to leVenty-one mllllon llxty-four thouaand 
dollal"I or lelt, tl'anlferl to the fund lhall ceaae. • 

Page 4, Hne 23, remove ~ lix hundred fffty-nlne doNars or lelt, transfers to the fund 
lhdw.• 

Renumber acco,dlngly 

Page No. 2 
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2003.HOUSI APPROPRIATIO~S 

SB 2311 

,.,,·,. 
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Th• •fcl'otraphfo ftllllff on thl• ffl• tl'e 1ccur1t1 l'tpr6Cbltlone of rteol'da dtltvtrtd to Nodtl'n lnfoNMtlon svat• for ■tCl'oftl•lnt and 
were fftltd tn the rtOUtlr COUl'II of bullnttt. Tht photooraphlc proctH Mtttl ltflMI!'~ ~f th• ANrtctn N•ttonel ltandlNM lnttttutt 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILIJRESOLUTION NO, SB 2311 

House Appropriations Committee 

□ Conference Committee 

Hearing Date 03-31-03 

Tape Number Side A SideB 
1 X 
2 X 

Committee Clerk Signature /~ ::r ~/ ,, - -

Minutes: 

Cbalrman SvedJan Opened Sl3 231 l for discussion. A quorum was present. 

Meter# 
-28 
27 

Sen. Rich Wardner In Finance and Tax. they messed up the appropriation mechanism. These 

amendments fix it so the counties aren't affected, 

Rep. Gulleson This non-elected group has broad authority. This group has to be under the 

Industrial Commission. 

Chairman Svedjan The financial impact will reduce revenue by 50.000 and require an 

appropriation of so.ooo? 

Sen. Wardner Correct, 

Chairman SvedJan So it would have no impact ()O the counties. 

Rep. Deber You designed this after the lignite council? 

Sen. Wardner The objective is the same. 

flit 111erottllhl• , .... on tflt• fH11rt aoour1t1 re,rocMtfn of recordl •ttw,ed to Nodtrn Jnfo....tfon l'/ltW for •lcrtfH11,... MIi 
... ,.. fftlld fn th• ,..., .... oour11 Of bultnt11. Thi phototl'-tC proceH MNtl ■tlndlrdl of tht AMtrte1n N1tt0Nt 1t1, .... INtltut• 
(Mtl) for ll'chtvet ■tcrofflM. NOT1CII If th• ftlMld , .... lbovt •• lttl ltttbl• thin thf • Notfee, ft f• dut to th• .-itttv of dtt 
doculint befnt ffllledo \._ I fil,..,_ 

:U,, =•=~a~ ,dfla )c>3 
Clperttot'I l,nltUf"t Dltl 
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House Appropriations Committee 
BilVResoJution Number SB 2311 
Hearing Date 03-31-03 

Rep. Delzer When I look through the list of the petroleum council projects, I nec",(f to know how 

we justify this. With the Lignite Coal, we arc almost an exclusive provider of it. Oil is 

worldwide, How do we justify spending 2.5 million dollars on a global industry that doesn't 

distinguish between ND and the rest of the globe? 

Sen. Wardner There is exploration that is a part of this. Our state needs to be proactive in 

helping with shallow gas extraction, 

Rep. Deber The fiscal note says there could be an impact on the trust fund. 

Sen. Wardner We took that off. 

Rep. Deb.er I want to understand how this works. 

Sen. Wardner If oil revenue projections drop below 63 million dollars, the cap would be 

triggered. 

Rep. Glasshelm What is the excess up to $500,000? How does that relate? 

Rep. Delzer Let's ask Rep. Belter. 

Ron Ness, ND Petroleum Council We could not amend the version with the House 

Amendments, The engrossed bill would have 71, 64,000 coming in to the cap of 62 million on 

the fund. 9 rnlllion dollars and change would flow into the Oil and Tax Trust Fund. We would 

take $50,000 off the top, replace the funding mechanism in the original bill. Then that would 

have no impact on the counties. Then they inserted the 71 million dollars which is the new 

number from Economy.Com. That will hold harmless the 03-0S biennium other than the 

$50,000. It replaces all other language In the bill. 

Rep. Wald Shouldn•t we also change line t 3? 

Ness Its taken care of, 

Ttlt lltcrotHllhl• , .... on tht• fH1 •r• ICOUl'ltt ...,,,..._ttone of rteONII •HwNd to Modern lnfMMatfon tvtt• for •forofflllt,,. _. 
Wlll"I ffl• tn th• t"ltUlll" cour11 of bulfnttl. fht phototraphtc proc111 ... t, 1tandlrde of ~;ht AMrlOll'I Nattonel ltendll-dl lnettM• 
(AHi) for arohfval •loroftl1. NOTICII If th• ftllllld , ... abow •• l111 lttlblt than thh Not lot, ft f• M to the qualfty ol tfll 
~ bl1f'II ft lMd, 

Tu,. 't ce+:mA~~ 1dQa)o3 
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House Appropriations Committee 
BilVResolution Number SB 2311 
Hearing Date 03-31--03 

Rep. Gulleaon What is your marketing budget for each year? 

Neu We don't have a specific budget, but an estimate is $25,000. 

Rep. Gullaon How docs BSC's grant work with this? 

Nea I don•t know their intentions . 

Rep. Aanvold On page 2, line 4, why did we not stay with the 3% all the way up rather than 

having that balloon, when lt goes over 71 miltion? 

N• The 3% wouldn't start until August 10, 2005. 

Rep. Aarsvold· This mirrors the lignite council? 

N• Yes, except for the board membership and the funding mechanism. 

Rep. Wald I don't know if I heard a clear answer on the question of Rep. Glassheim on page 2 

of the amendments. The access of $500,000, would you explain that? 

Ness The 71 million and change is the new number Economy.Com came up with last month. 

'This bill in the original fonn had 65 million and change, which was the number in the 

Oovemor's budget. The budget situation has brought us to use the new number and lower that 

from 2 million to $500,000. 

Rep. Wald In the next biennium, the most that could be put into the research fund is $550.0007 

Ness Yes. The 2 million is off the table. 

Rep. Delzer I 05•07, 1.5 million would still go to the research fund, 

Nea Correct, 3% goes to this fund. 

Rep. Delzer Petrol is global, C0-2 research is out there, not specific to ND. Is the Lignite 

() Energy Researoh Council statute? 

I 

I, 

.J 



0 

, ,I' 

Page4 
House Appropriations Committee 
Bill/Resolution Number SB 23 l 1 
Hearing Date 03-31-03 

Woeste, rn have to check. 

Rep. Rennerfelclt I move .0305 to SB 23 t 1. 2nd by Rep. Wald. 

Rep. Timm Arc we stripping the other ~mendments? 

Chairman Svecljan Yes, 

Rep. Gullesoa Should we do this? 

Chairman Svedjan We are asked with your concurrence to adopt these amendments? 

Rep. Wet Better Yes. 

Rep. Skarphol Did your committee not change the makeup of the council? 

Rep. Belter Correct.. that was done prior, 

Motion Carries 

Rep. Delzer I have concerns on the 2 million dollar limit every biennium. I want the 3% 

lowered to 1 %. I mo,e that. 2nd by Rep. Skarphol. 

Rep. Rennerfeldt I think by doing that you will cut that to ineffectiveness. This council is long 

overdue. We need to stabilize this industry. 

Rep. Wald What Rep. Delzer referred to won't happen if we don't invest in this. 

Rep. Carlson We are encumbering future biennium's Legislatures. Rep. Delzer is correct. 

Motion Carries 12 .. 11-0. 

Rep. Rennerfeldt I move a Do Pass As Amended. 2nd by Rep. Carlson. 

Rep. Glushelm Why are continuing appropriations a good idea with oil, but not with tourists? 

Rep. Carlson We have more oil that tourists. 

Modon Carri• 23-0-0. Rep. Rennerteldt wlll carry this blU on the ftoor. 

Tht ltcroer••• , .... • tht• ffl• art 100Ut1t• rtptocluetfn of reeotdl •llwNd to Nodtm lftf,.:.tfM l)'lt• for 1fcrofttllf,,..;.. ··~:: ,· , 
...,. ffllld fn the rttUl1r court• of bU11nt11, Th• pt,otoeraphfc proet11 ... u 1ttndlrdl of tht Alltt'foen N•ttwl lt..,.rde lnettNt• · i 

(MIi) fot 11"GhfYIL ■tcrof U1. NOTICII If th• f tlMd , .... iboYt ,. lo• lttfblt thin thf• Notfct, ft f I due to tht quatfty of tfle . ,•/ 
dNullnt bit"' f tlMld, j I . •, 
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REPORT OF STANDING COMMITTEE (410) 
April 1, 2003 8:51 1.m. 

Module No: HR-58-8281 
Carrier: Rennerfeldt 

lnurt LC: 38347.0305 Title: .0500 

REPORT OF STANDING COMMITTEE 
SB 2311, •• reengroued: Appropriation, Committee (Rep. SvedJan, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (23 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Reengrossed 
SB 2311 was placed on the Sixth order on the calendar. 

tn lleu of the amendments adopted by the House as printed on pages 1042 and 1043 of the 
House Journal, Reengrossed Senate BJII No. 2311 ls amended as follows: 

Page 1, remove lines 1 O and 11 

Page 2, llne 16. remove ... Governor to appoint" 

Page 2, line 17, replace •governor shall appoint an oll and gas research council composed of 
nine" with 11011 and gas research council ls composed of seven members, four of whom _ 
must currently be engaged In and have at least five years of active experience In the oil 
and natural gas exploration and production Industry. The council consists of: 

a. Four members appointed by the governor from a 11st provided by the 
North Dakota oll and gas association. The governor may reject the 
list and request the association to submft a new 11st until the 
appointments are made. 

b. One member appointed by the governor from a 11st provided by the 
North Dakota association of oil and gas producing counties. The 
governor may reject the 11st and request the association to submit a 
new list until the appointment Is made. 

c. The executive director of the North Dakota petroleum council, or the 
executive director's deslgnee, 

d, A county commissioner from an oll~produclng county appointed by 
the governor. 

e. The director of the ell and gas division and the state geologist shall 
serve on the council as advisory nonvoting members." 

Page 2. remove lines 18 through 21 

Page 2, llne 23, replaoe the first "three• with· "two" and replace the second "three• with "two .. 

Page 2, line 29, replace 11Slx" with 11Four" 

Page 3, line 5, replace 11A member" with "Members .. and replace "serves" with "appointed by 
the governor serve" 

Page 4, line 12, replace "If the estimates for the oll and gas gross production tax and the oW' 
with "the first fifty thousand dollars of revenue from the state's share of the oll and gas 
production tax and oll extraction tax" 

Page 4, remove line 13 

Page 4, llne 14, remove "hundred fifty-nine dollars, the excess, up to four thousand nine 
hundred dollars,• 

Page 4, llne 1 s. replaoe "as provided In this" with a period 

(2) Dl:81<, (3) COMM Page No. 1 
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REPORT OF STANDING COMMITTEE (410) 
April 1, 2003 8:51 a.m. 

Module No: HR-5N281 
Canter: Rlnnerflkff 

lnMrt LC: 38347.0305 Tltte: .0500 

Page 4, replace lines 16 through 22 with "In the 2003-05 biennium, If actual revenues for the 
2001-03 t>Jennlum from the state general fund share of the oil and gas production w 
and oil extraction tax exceeded seventy-one mllHon sixty-four thousand dollars, the 
excess up to five hundred thousand dollars must be deposited In a speclal fund known 
as the oil and gas research fund, as provided In this seotlon.• 

Page 4, llne 23, remove 11thousand six hundred fifty-nine dollars or less, transfers to the fund 
shall cease." 

Renumber accorcfingly 

(a) De81<1 (3) COMM Page No. 2 

Tht Mterw••• , ..... Wt ttitl ft l11re wur1t• repraduottone of f'Norde •Ltwrtd to Modem lhfotNtton tyet• for 1fof'bf\lllfll • 'J,:: .· 
.,.,.. ftlMd fn tht ,.t1Ul1r cour11 of ufntt1. Th• phototraphto proctt1 ... t• 1tendlrdl of tht -,feen N1tf0Ml tt.,,.rdl INtftut• · 1 
(MIi) fo, 1rohtY1l ■torof Ill, NOTICII lf tht fflliled , ... iboYt t, lHI lttfb\t than thtl NotfH, ft 11 CUI to tht 4MlftV of tht ,, 
doaullnt btl,,. f HMd, •,' 1).L.,. 001•:~A~ 1d««l03 
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Prepared by the Legislative Council staff for 
House Appropriations 

Mnrch 31 , 2003 

PROPOSED AMENDMENTS TO AEENGROSSEO SENATE BILL NO. 2311 

In lieu of the amendments adopted by the House as printed on pages 1042 and 1043 of the 
House Journal, Reengrossed Senate Bill No. 2311 is amended as follows: 

Page 1 , remove lines 10 and 11 

Page 2, Une 18, remove•- Governor to appoint" 

Page 2, line 17, ref-lace •governor shall appoint an oll and gas research council composed of 
nine• with olt and gas research councU Is composed of seven members, four of whom 
must currently be engaged In and have at least five years of active experience In the oll 
and natural gas exp1oration and production Industry. The council consists of: 

a. Four members Gppolnted by the governor from a 11st provided by the 
North Dakota oil and gas association. The governor may rejec:t the list 
and request the association to submit a new list until the appointments 
are made. 

b. One member appointed by the governor from a 11st provided by the 
North Dakota association of oll and gas producing counties. The 
governor may reject the 11st and request the association to submit a 
new list until the appointment Is made. 

c. The executive director of the North Dakota petroleum council, or the 
executive director's deslgnee. 

d. A county commissioner from an oll-produclng county appointed by the 
governor. 

e. The director of the oll and gas division and the state geologist shall 
serve on the council as advisory nonvoting members. 11 

Page 2, remove llnes 18 through 21 

Page 21 tine 23, replace the first 11three" with 11two" and replace the second "three" with 11two11 

Page 2, line 29, replace "Slx 11 with "Four" 

Page 31 line 5, replace "A member" with "Members" and replace "serves" with "appointed by 
the governor serve" 

Page 41 llne 12, replace "If the estimates for the oll and gas gross production tax and the oll" 
with "the first fifty thousand dollars of revenue from the state's share of the oll and gas 
production tax and oll extraction tax" 

Page 4, remove llne 13 

Page No. 1 38347.0306 

'••1, 

Ttlt if el'Olf••• t ..... °" tht• fH• er• aoour1t1 ,..._...tton1 of reeordl •uwrtd to Nodfrn lnfOf'Mltfort tvtt• for ■foroftlllt'II -, 
ftllld tn tht l'ltUlU oourtt of IUIMH, Tht photoc,raphlo prootH Mttt 1tandlrdl of tht artean N1tton1l ltandll'dl INtftutt ;:t) for 1rohtY1l •hlt•ofllM, NOTICII If tht ftllilld , .... lboYt it ltlt lttlblt thin thtt Notfct, ft ,. dut to tht qualttV of tht 
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Page 4, line 14, remove "hundred fifty-nine dollars, the excess. up to four thousand nine 
hundred dollars1 11 

Page 41 tine 15, replace "as provided In this .. with a period 

Page 4. replace lines 16 through 22 with "In the 2003-05 biennium, If actual revenues for the 
2001 ·03 biennium from the state general fund share of the oil and gas production tax 
and oll extraction tax exceeded seventy-one million sixty-four thousand dollars. the 
excess up to five hundred thousand dollars must be deposited In a special fund known 
as the oil and gas research fund, as provided In thls section. 11 

Page 4, line 23, remove "thousand six hundred fifty-nine dollars or less, transfers to the fund 
shall cease.• 

Page 4, line 24, replace "three• with "one• 

Page 4, line 25, replace "two mUllon• with "six hundred fifty thousand" 

Page 4, llne 271 replace 11three11 with .. one• 

Renumber accordingly 

Page No. 2 38347.0306 
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REPORT OF STANDING COMMITTEE (410) 
April 2, 2003 8:17 a.m. 

Module No: HR•5H474 
Clrrter: Rennerfeldt 

lnNrt LC: 38347,0306 THle: ,OIOO 

REPORT OF STANDING COMMITTEE 
SB 2311, •• reengroued: Appropriation• Committee (Rep. Svtd,lan, Chairman) 

recommends AMENDMEN1'S AS FOLLOWS and when so amended, recommends 
DO PASS (23 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Reengroased 
SB 2311 was pjaced on the Sixth order on the calendar. 

tn lieu of the amendments adopted by the House as printed on pages 1042 and 1043 of the 
House Joumal, Reengrossed Senate BIii No. 2311 ls amended as follows: 

Page 1 , remove lines 1 o and 11 

Page 2, Une 16, remove•. Governor to appoint". 

Page 2, line 171 replace "governor shall appoint an oll and gas research council composed of 
nine" with "oll and gas research councll Is composed of seven members, four of whom 
must currently be engaged In and have at least five years of active experience in the oil 
and natural gas exploration and production Industry. The council consists of: 

a. Four members appointed by the govemor from a list provided by the 
North Dakota oil and gas association. The governor may reject the 
11st and request the association to submrt a new 11st until the 
appointments are made. 

b. One member appointed by the governor from a list provided by the 
North Dakota association of oil and gas producing counties. The 
governor may reject the 11st and request the association to submit a 
new 11st until the appointment Is made. 

o. The executive director of the North Dakota petroleum oouncll, or the 
executive director's deslgnee. 

d. A county commissioner from an oil-producing county appointed by 
the governor. 

e. The director of the oll and gas division and the state geologist shall 
serve on the council as advisory nonvoting members." 

Page 2, remove lines 1 o through 21 

Page 2, line 231 replace the first 11three,. with •two" and replace the second 11three11 with "two" 

Page 2, line 29, replace "Six" with "Four" 

Page 3, llne 5, replace "A member" with "Members11 and replace "serves" with "appointed by 
the governor serve" 

Page 4, line 12, replace "If the estimates for the oil and gas gross production tax and the oil" 
with "the first fifty thousand dollars of revenue from the state's share of the oil and gas 
production tax and oll extraction tax" 

Page 4. remove llne 13 

Page 4, line 14, remove "hundred fifty-nine dollars, the excess, up to four thousand nine 
hundred dollars," 

Page 4, llne 15, replace 11as provided In this" with a period 

Page No. 1 
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REPORT OF STANDING COMMITTEE (410) 
April 2, 2003 9:17 a.m. 

Module No: HR-59-1474 
carrier: Rennerfeldt 

lnHl't LC: 38347.0308 Tide: .OIOO 

Page 4, reptace lines 16 through 22 with "In the 2003-05 biennium, If aotuaJ revenues for the 
2001-03 biennium from the state general fund share of the oU and gas production tax 
and oil extraction tax exceeded seventy-one mlllton sixty-four thousand dollars, the 
excess up to ffvi hundred thousand dollars must be deposited in a special fund known 
as the oil and gas research fund, as provided In this section." 

Page 4, line 23, remove "thousand six hundred fifty-nine do11ars or less. transfers to the fund 
shaJI cease." 

Page 4, line 24, replace "three" with "one" 

Page 4, line 25, replace •two million" with 11shc hundred fifty thousand" 

Page 4, line 27, replace 11three• with "one• 

Renumber accordingly 

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

Ttlt 1to,o,,•f• f..,.. on thf• f fl1 tr• accur1tt ~tf n of reootdl •l fwrtd to Modtrn lnfol'Mltf on tytt• for ■foroffllfl'II ai'ld 
WIN ff lllld in the l'ttUl ■r courH of bulfntH. Th• phototrer,ftfc proc .. , ... t, atandlrdl of th• AMtrtcu,,, N•ttnl lt_.NM lnetf ti.It• 
(AMII) for 1rchtY1l .,croffl~. NOTIClt 1r t~• ffllllld fMIII lboYt •• lue lttfblt thin thf• Motfot, ft fl dut to th• quelfty of~ 
•01.a1nt btfnt ft tMld. 
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2003 SENATE FINANCE AND TAXATION ' 

CONFERE~E COMMITTEE 

SB 2311 
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2003 SENA TE ST ANDINO COMMITfEE MINUTES 

BILIJRESOLUTION NO. SB231 l 

Senate Finance and Taxation Committee 

CJ Conference Committee 

Hearing Date April 14, 2003 

T Numbct Side A SideB 
l X 

Committee Clerk Si 

Minutes: 

Meter# 
J .. 1360 

Chainnan Wardnet called the Conference Committee to order. Committee members are: Senator 

Wardner, Senator Urlacher, Senator Nichols, Representative Rennerfeldt, Representative Wald, 

Representative Warner. All committee members are present. 

Senator Wardner (mtr #30) .. Basically two parts that we want to visit about. Referenced second 

engrossed bill with House amendments. First issue, page 2 of that bill, where it talks about the 

Oil and Oas Research Council, want to visit about the appointing of the Council and who is on 

the Council. Second part. section 2, page 4, regarding the Oil and Oas Research fund deposits 

and continuing appropriation. Any other areas of the bill we should look at? 

Senator Wardner (mtr #114) .. If not wi11 concentrate our efforts on page 2 to start with. The Oil 

and Oas Research Cowtcil, the appointing of and the make-up of the Council. First issue to talk 

about is the make-up. As it is, the House has four members appointed, using list provided by the 

ND Oil and Oas Associations, four members would come from that group. One member 
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Pqe2 
Seute Finance and Taxation Committee 
Bill/Reaolution Number 8B231 l 
Hearina Date April l ◄• 2003 

provided by the ND Association of Oil and Oas Producing Counties. The Executive Director of 

the Oil and Ou Council would assian a designee and the seventh person would be a county 

commiuioner from an oil producing county, Any comments from the committee on the make-up 

of the Council. 

Representative Wald (mtr #194) - Is comfortable with the make-up as it is in the second 

enarossment with the House amendments. 

Representative Rennerfeldt (mtr #211) " Is also comfortable with the make-up as it is. 

Senator Wardner (mtr #219) - There was some talk of a royalty owner, that would be the only 

issue. Personally am satisfied as it is in the second engrossment with House amendments. 

Senator Wardner (mtr #271)- Continued, restated that the committee is comfortable with the 

make-up of the Oil and Gas Research Council. Will move on to the next part, the appointing of 

members. Have felt on the Senate side that the Industrial Commission should be appointing the 

Council. In the bill, it is the Governor. Any comments from committee members on who should 

be appointing. 

Representative Rennerfeldt (mtr #323) .. On the House side, more comfortable with the Governor 

making the appointments rather that the Industrial Commission. 

Senator Urlacher (mtr #346) .. p.,.,ting was that the Industrial Commission handles the oil and gas 

activity. 

Senator Wardner (mtr #375) • Questioned if the Industrial Commission oversees this courtcll and 

appoints, is there a conflict of interest. 

'111• 1fcrott"••• , ..... on tM• ffl• 1r11ecur1t1 ~tfone of recol'dl •ltYtred to Nodtrn lnfor-Ntton tvtt• for •fcrofUMll'II 11'111 J: 

wer• ff tllld fn th• rttul1r 1Jour11 of bulfn111. Tht J)hototrephtc prooff• ... t, stander• of tht Alt.-felf'I N1tfON1l ltll'ldlrdl INtftut• · , 
(AMII) for erdlfYal 111torofllM, NOYIC!I If th• ftlJMd 11111 .. lboYt ,. lffl ltttbl• thll"I thta Notte,, ft fw dut to tht qu1lfty of tht , 
doMlnt btln, ftlNd. · · 
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Hearin& Date April 14. 2003 

Represaltative Wamer (mtr #404)- Echoes the concerns of Senator Wardner, feels there may be 

a conflict of interest. Feels one person making the appointment would be cleaner. Would avoid 

separate slate of candidates and divided votes. 

Senator Nichols (mtr #447) - Feels the Governor making the appointment is the cleanest way to 

do it. 

Senator Wardner (mtr '#475) - Agrees, we should leave it with the Governor. 

Senator Wardner (mtr #535} • Moved to the next part on page 4. Reviewed lines 21-29, the 

appropriation and how it would work. Reviewed amount of excess funding that would be 

deposited to the fund in the current bienniwn. It is possible that we could have up to $500,000.00 

to work with in the 03-05 bienniwn. 

Representative Wald (mtr #664) .. Is the original general fund appropriation given realistic? 

Ron Ness, Lobbyist (mtr #678) - Not with the current oil and gas market. 

Senator Wardner (mtr #70S) - Chances are we would end up with about $50,000.00. Moved on 

to review of line 29. When bill left the Senate, it was at 3%, the House amended it to 1 %. 

Representative Wald (mtr #773) .. Moves, line 29, strike 1% and make it 2%. And then on line 31 

the 2% would yield 1.3 million rather than the $650,000.00, And line 2 on page 5 becomes a 2. 

Senator Nichols (mtr #838) • Seconds the motion made by Representative Wald to amend the 

bill. Roll call vot~ 6 yea, 0 nay, 0 absent. 

Representative Wald (mtr #1100) • Moves that the House recedes from its amendments and 

amends as proposed. Second by Representative Rennerfeldt. 

Tht •fcrotr•f• f ..... on tM• ftl1 art 1ecur•t• ...,,.oduettone of r1C1ol'dl dtltwNd to Modern lnfo,...tton IYf ~- for •forofH•fne -, J• 

Wtrt f I lMd In tht ,ttUlar eourH of bullnt11. Yht ptlototraphtc proeHI ■efltl ltandlrda of tht Mll"fcen Nit· ·t11l ttandfll'dl INtftlilt• , 
(Mil) for 1rehtv1l ■tcrofflM. NOTICEI If th• ft lliltd , .... above h Ltll lttlblt than th1• Notfct, ft fl dut to tht qu.lfty of tht . 
docullnt bth'il f HMd. · 
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BilllR.elolution Numb« S823 t 1 
Hearin& Date April 14. 2003 

Roll "11 vote 6 yea, 0 nay, 0 absent. Canier'a Senator Wardner and Representative Rcmerfeldt. 

Senator Wardner clarified that all House amendments will be put back in and just make the two 

.,, .... proposed. 

Senator Wardner adjourned the meeting. 

Yht llfcr-.f• •- °" thf1 ffl• •r• ICOUt'ttt ,..,.ou,ttn of raoordl •ttwrtd to Nodtm lnfoN1ttOt1 tvtt• for ■torofHllfna _., .. J\ . 

...,. ffllid fn the rttUltr courH of bUefntH, Yht pftototrlt'htc proctt• ... t, ttandlrdt of tht AMlrfc~ National tt.,.l"dl lnatltutt ' · ·· , 
(MIO for ll'Ohfwl afcroffl■• NOTtCII If tht fHllld ,..,. lboYt ,, lttt lttlblt then tht, Nottot, It ,, due to tht quelfty of tht . . : 
dooulent IMifnt ff lllld, 
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Adopted by the Conference Committee 
April 14. 2003 

PROPOSED AMENDMENTS ·ro REENGROSSED SENATE BILL NO. 2311 

That the House recede from Its amendments as printed on pages 1088 and 1089 of the Senate 
Journal and pages 1192 and 1193 of the House JoumaJ and ffiat Reengrossed Senate Bltl 
No. 2311 be amended as follows: 

Page 1 • remove llnes 1 o and 11 

Page 2, llne 16, remove 11
• Governor to appoint• 

Page 2, line 171 re£1ace "governor shall appoint an oil and gas research council composed of 
nine• with oil and gas research council ls composed of seven members, four of whom 
must currently be engaged In and have at least five years of active experience ln the oil 
and natural gas exploration and production Industry. The council consists of: 

a. Four members ilpp()lnted by the governor from a 11st provided by the 
North Dakota oll and gas association. The governor may reject the list 
and request the association to submit a new 11st until the appointments 
are made. 

b. One member appointed by the governor from a 11st provided by the 
North Dakota association of oil and gas producing counties. The 
governor may reject the 11st and request the association to submit a 
r,ew list until the appointment ls made. 

c. The e)(ecutlve director of the North Dakota petroleum council, or the 
e)(eoutlve director's deslgnee. 

d. A county commissioner from an oil producing county appointed by the 
governor. 

e. The director of the oil and gas division and the state geologist shall 
serve on the council as advisory nonvoting members." 

Page 2, remove lines 18 through 21 

Page 2, llne 23, replace the first "three" with "two" and replace the second "three" with "two" 

Page 2, llne 29, replace 11Slx11 with "Four" 

Page 3, llne 5, replace II A member" with 11Members11 and replace 11serves" with "appointed by 
the governor serve .. 

Page 4, line 1 a, replace "If the estimates for the oll and gas gross production tax and the 0ll11 

with "the first fifty thousand dollars of revenue from the state's share of the oil and gas 
·- / production tax and oll e)(tractlon tax" 

Page No. 1 38347.0308 

Th• •toroot1,Me •-- on thf1 ff t1 ,r, 1ecur1t• rtpt"$tfone of rtcordt det twrtd to Modern lnforwtton tvet• for 1toroft l1lno ll'ld 
.,.,.1 ff tNd In th• rt11Jl1r count of bultna11, Tht photo0raphtc proctH ... u 1tardlrdl of tht AMtrtcilfll National tt.,_l'de lnetf tut• 
(MIi) for 1rohtv1l MlorofllM, NOtir.E1 If th• ftltntd 11111 .. lbovt fl lt11 lt1fblt than thf1 Motfct, ft fl dut to tht qutllty ol tht 
doN!ltrlt btfnt f ftNd, 
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Page 4, remove llne 13 

Page 4, line 14, remove •hundred fifty-nine dollars, the exceaa, up to four thousand nine 
hundred dollars,• 

Page 4, Hne 15, reptace 1111 provided In thl111 with•. In the 2003-05 tMennlum, tf actual revenu• 
for the 2001-03 ~nnlum trom the state general fund share of the oH and gu 
production tax and oil extraction tax e>Ccetded seventy-one million sJ,cty-four thousand 
~Iara, the exceu ur to five hundred thousand dollars must be depoelted In a apeclal 
fund known as the ol and gas research fund, as provk:fed In this sectk>n11 

Page 4, remove lines 16 through 22 

Page 4, llne 23, remove 11thouaand sbc hundred fifty-nine ~Iara or less, transfers to the fund 
shall cease• 

Page 4, line 24, replace "three" with •two• 

Page 4, llne 25, replace •two• with •one" and after 11mllllon• Insert 11three hundred thousand• 

Page 4, llne 27, re~ace "three" with •two• 

Renumber accordingly 

Page No. 2 38347.0308 
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Date: ~ I\\...\ I ~ . .--:)·!) 
Roll Call Vote#: \ 

2H3 SENATE STANDING COM!\JITIEE ROLL CALL VOTES 
BILIJRESOLUTION NO. ~ ~ t~ 1 \ \ 

Senate Finance and Taxation 

~ Check here fOl' ConferClllce Committee 

Legislative Council Amendment Nwnber 

Stnaton Yet 
Senator W&Riner N 

Senator Urlacher 
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-

No 
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(Yes) ___ '~=---- No 
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Date:~ · \ ~ .~-~ 
Roll Call Vote #: ~ 

2003 SENATE STANDING COMMl'ITII ROLL CALL VOTES 
BILL/RESOLUTION NO. ~~ "~~ \ \ 

Senate Finance and Taxation 

D Chock here for Conference Committee 

Legislative Council Amendment Nwnber 

Committee 

Action Taken ~,,~ N,S.\:,~\.» '► ~ S¥i'i'\"i"' ~ , ~S\ ,~ \\.\ *\ \U\>-.)\ . 

MotionMadeBy ~<v·-~~,~ Seconded By~~.~~~\~ 

Seaton Yet No Reoresentadvea Yes No 
Senator Wardner ~ RY.,&~utative Rennerfcldt ..... '-....J 
Senator Urlacher ... ~ R~u,~utative Wald ~ 

Seutor Nichols -... 
"" R .. tative Warner ~ ·-

Total (Yes) ---~\«: ______ No--~"""'----------~ 

Absent 

Floor Assignment ~>S>X> ,~~~ \h, ~ ~\i,fu'\\b\t'~ 

If the vote is on an amendment, briefly indicate intent: 
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RIPORT OP CONl'IRINCI! COMMlffl!I (420) 
April 14, 2003 3:08 p.m. 

Module No: lfM7•7141 

lnNl't LC: 31347.0308 

REPORT OF CONFl!A!NCI! COMMITTII 
II 2311, • ,..,.,,,.....: Your conference committee (Sens. Wardner, Urtacher, Nichols 

and Reps. Aennerfeldt, Wald, Wamer) recommends that the HOU81! RICIDI from 
the House amendments on SJ pages 1088-1089, adopt amendments u follows, and 
place SB 2311 on the Seventh order: 

That the House reoade from its amendments as printed on pages 1088 and 1089 of the 
Senate Joumal and pages 1192 and 1193 of the House Journal and that Reengroued Senate 
Bill No. 2311 be amended as follows: 

Page 1, remove lines 10 and 11 

Page 2, line 18, remove 11
• Governor to appolnt11 

Page 2, line 17, replace •governor shall appoint an oH and gas researoh council composed of 
nine11 with 11oil and gas research council Is composed of seven members, four of whom 
must currently be engaged In and have at least five years of active experience In the oll 
and natural gas exploration and production Industry. The council consists of: 

a. Four members appointed by the governor from a list provided by the 
North Dakota oil and gas assoolation. The govemor may reject the 
list and request the association to submit a new 11st until the 
appojntments are made. 

b. One member appainted by the governor from a Hat provided by the 
North Dakota association of oil and gas producing counties. The 
governor may reject the list and request the association to submit a 
new 11st until the appointment Is made. 

o. The e><ecutlve director of the North Dakota petroleum councll, or the 
executive director's deslgnee. 

d. A county commissioner from an oll producing county appointed by the 
governor. 

e. The dlreotor of the oil and gas division and the state geologlat shall 
serve on the oounoll as advisory nonvoting members.• 

Page 2, remove Hnes 18 through 21 

Page 2, llne 23, replace the first "three" with 11two• and replace the second "three11 with "two" 

Page 2, llne 29. replace •six• with 11Four" 

Page 3, llne 5, replace •A member- with 11Members 11 and replace 11aerves 11 with •appointed by 
the governor serve 11 

Page 4, line 12, replace •it the estimates for the oll and gas gross production ta,c and the 0ll 11 

wfth "the first fifty thousand dollars of revenue from the atate•s share of the oil and gas 
production tax and oll extraction tax• 

Page 4, remove line 13 

Page 4, line 14, remove 11hundred flfty00nlne dollars, the excess, up to four thouund nine 
hundred dollars,• 
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RIPORT OI' CONl'IAINCI COMMrTTII! (420) 
Apftl 14, 2003 3:0I p,m. 

Module No: 8A.IJ7·7841 

lnNrt LC: 31347.0308 

Page 4, line 16, replace •as provided In this• wtth •, In the 2003-05 bfennlum, ff actual 
revenuea for the 2001-03 biennium from the state general fund share of the ofl and gas 
production tax and oH extraction tax exceeded seventy•one million sixty-four thousand 
dotlara, the tXCHI up to ffve hundred thousand dollars must be deposited In a special 
fund known aa the oH and gas research fund, as provided In this aeotfon• 

Page 4, remove tines 16 through 22 

Page 4, llne 23, remove 'thousand six hundred fifty-nine dollars or fess, transfers to the fund 
shall cease• 

Page 4, ttne 24, replace "three• wtth -iwo• 

Page 4, line 25, replace -iwo• with •one• and after •mmk>n" Insert "three hundred thousand• 

Page 4, llne 27, replace 'three• With ,WON 

Renumber accordingly 

Reengrossed SB 2311 was placed on the Seventh order of business on the calendar. 

(t) DUK. (t) COMM Page No. 2 

',,,~,-t 
'' -~ 

f J 
Ji ,, I 
'1', 
\ ~ 

,, ',1 

.J 

I 

J 



L. 

i 
I -. , · "1 

~l}//\i/':, r.r 
f~?."*''.~'•\j'1 1 

f~t{ir,;'; 
1:,1

1
t/,} 1-~/r,~~ ",,, 

l',r1/l -:. , (,_' ' .~; 

' j1'•', 

' ' 

•.t-:~t<; ·;\'. 

"'~ht'.: 
:/:.>;"\,:; 

}\;i''. 
•• (',:. \J.' j 

K:-';·:. 
j't',, . 

li:i'.\ 

/:' 

fi 
,; 

~, ... 

JI\ 

':' 

,'· "' 

·,-'! 

::ii~!.(i\ 
Pt/•)!,;:·.·, 
'•.')J,'..~:<· l;::·/1',, I 
iJ!:~·:--·?'1/t:i\1,_1_.,' ir··· ))\: 

' ' 

'. 2003' '' TBS'rI.Holtt 

SB ~llf 

'., 
, I 

Tht mfcrogr•fo f1111tt• on thf• .,HM •r• accurate reproductfona of records ct.lfvtrtd to Moct.rn lnforNtlon Syatllffll for 111lcrofH111ll'IO Ind 
were fflmed fn the regular courH of bulh1e11. The photoc,raphtc proceH mHU ttendardt of the Al!ltrf can National st1Mardl Institute 
(AHSI) for 1rchfv1l fflfCl'OfflM. HOTICEt If tht ftlmtd 1111101 above,. lttl letlbl• than thf• Nottce, ft ,. due to the qualttv of the 
doctNnt btlno f ftmtd. ~u,, ~:~JY+~ _____ ,d_a_a....,;:;)o.....,,.,3 __ 

0ptr1tor11 i1inlturi Date 



-"~ .- -•.. -1:?;r:.; ?' 
l • 

L 

U!i 
iiii 
iJ;! ---· -c-:r 

l!il , .. !l,2 
;=o;J 
• St--~--JE•~ 
::so ---· .. , "r· - . 
==fl .. -~ -:r• • . ..,. ~~t· -· ("l-

o 

fi~ ,!! 
i~~ 
-&I ·=1 •• =1 .. - .... -1•--.i !!'.-1 :j_ 
:ri-o 
!of 
~-"'7 --~ 

' 
i 

! 
t .. 
t ,;_ 

•-;.c ;; 

i -,,. 

f 
t 
l g 
--'?.-'._ if: 
'ff~ 

t: .,._ 
!;;· ~· f 
t i~:~_ 
~ 
~c 

-i-
,_~-~,_:·: i~ 

I
~-

. .:: ~ _-
~ ~~ -

0-

~ ' ' ~: 

Z :7• - ' ,c~c.-__ -
0 :l. '~:"' 
-it --~""~ __ -nSi0 :-~?-. ., --,~"-' .. ; ... _.-;,~~--·.· 

;;!i fi 
-.zJ) . . ,-- ~:, tii ~ ..,._ 
0 --=~ :rl • • -c ;. 
==•if
:l-
~ 

0--

CJ 

~ ... 
# 

t 
l , 
. , 

r 

~;,..-.:.>,7:-,·•_,,-_, 

-----. 

( )rAX D!"'""ll!lmON ~ ON OR BEFORE I 
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$20.00 B. WB1. ... TJllt. 
APRD.. 27, 1981-

·4',l.~.J 
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OIL PROOUCTION TAX - 5% 
$2,000.00 x .OS = $100.00 TAX _ 

EXTRACl10N TAX-~ *ASSUMPTION 441ft TAX 
$2.()00.00 X .04 = $80.00 

l DIStRIBUTION I 
1%-

1. 1 % Of $2,000.00 
2. 33 1/3 OF $20.00 
3. 66 2/3 OF $20.00 

GENERAL RJND
CAPPED 62 M 

L $13 
2- $20.00 
3. 

$81.33 

1°::°I 
RIOl WARDNER 
SENATOR., DISTRICT 37 
DICKINSON, NORTH DAKOf'A 

I DISTRDUrION I 
40/o 

1. · 4% OF $2,000.00 = $80.00 

1ST MIWON - 75% COUNTY, 251M. SfAlE 
2ND MlllION - 50% COUNTY, 50% STAlE 
OVER 2 MllLION - 25% COUNTY, 75% STAlE 

*ASSUMPTION 1 
2. 75% 
3. 25% 

35% 
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,00 
.00 

8JlO 

RJNO IN COUNTY 
121)'11, D«XlllfOMlB) I 

QIIES 

RESOURCES 
lRUSfRJND 

$16.00 
' 

45% OF $60.00 
= $27.00 

FOUNDATION AID 
STABILIZATION FlN> 

$8.00 

'.%0F$60.00 
= $21..00 

~OF$60.00 
=$1200 

COUNTYal'S 
POPULATION CAPS 

0-2999 3.9M 

3000-5999 ·•• 4.1M 
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Tettlmoay la 1apport of: SB 2311 

Robert Hanns 
Governor's Counsel 
State of North Dakota 
February S, 2003 

State Capitol 
Senate Finance and Taxation Committee 
Bismarck; North Dakota 

Mr. Cbairm~ members of the Committee, my name is Robert Harms. I am counsel to 
Governor Hoeven and appear in support of SB 2311, which was prepared in concert with 
the Governor and industry. 

Sb: POian~ The Governor has advanced an agenda since taking office, consisting of six 
broad topics (called pillars), one of which is energy. The objective of the energy policy 
is simply to enhance the production of North Dakota's energy resources to further 
diversify our economy, raise incomes and provide additional economic opportunities for 
our citizens. The components of the energy sector include. 

• Wind 
• Coat 
• Ethanol 
• Bio-diesel 
• Hydro 
• And OU and gas 

With respect to the oil and gas sector, the Governor has been working on a number of 
fronts as part of a strategy to encourage new development and investment. These efforts 
include: 

1. Preparation of a DOE grant this spring, for a coat .. bed methane test project, 
spearheaded by Lynn Helms of the ND Oil and Gas Division 

2. Introduction ofHBl 145. which provides a 24•month tax holiday for shallow 
gas wells. 

3. A host of administrative efforts relating to the National Grasslands 
Management plan and resolving pennitting issues with the US Forest Service 
to reduce impediments to oil and gas development on federal lands. 

4. And SB 2311, which establishes a research council and fund. 

The goal of SB 2311 is simply to provide a mechanism and funding that will allow new 
research projects similar to the Lignite Research Council and to provide public education 
of the oit and gas industry that is so important to our state. For example: 

• Attached is a graph that shows the declining production in North 
Dakota. Oil and gas is a key industry, whose revenues contribute 
greatly to state and local treasuries, and provide high tech jobs in a 
dynamic industry. The Council is designed to help change that 
production curve, stabilize and eventually increase production. 
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• Secondly, we need to educate the public about the importance of the 
induatry, and the opportunities that exiat for employment. Industry 
official recopize that they have a looming employment shortage 
facing them in the next decade, loosing approximately 50-/4 of the 
work force, which will further challenge development in North 
Dakota. The Council may help educate the educators, students, 
company executives and the public about the industry and the 
opportunities it offers. 

On behaJf of Governor Hoeven we ~tfully request a "DO PASS•' on SB 23 l t. 
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North Dakota l'etrolet1-m Co"ncil 

Senate DIii 2J 1 l 

Senate '4"'1nance and Taxation Committee 

February S, 2003 

Em11II: 11d1>((itbt1g~l~.(Om 
Phom!': 70t-.Uj•6Jflo 
F11)(: 101•122•0006 
Ill) N, 3rd Stteoi,t • SUlh~ u.s 
P.O. bol! 09, 
l\ls1m1td<, ND seso:.,,395 

Chuirmun Urlncher and Members of the Committee, My numc is Ron Ness, Executive Director 

of the North Dakota Petroleum Council, J nppcnr before you todny in support of Senate Bill 

2311. 

North Dakota OIi and Gas lndm1try Update 

Production S_tats [or 2001 
♦ Ninth largest oil producing ~tate. 

♦ 31 mi lllon hurrels of oil were produced. 

♦ 85,000 hurrels of oi I produced per clny. 

♦ 3,287 producing wells. 

♦ A verugcd 14 dri Ill ng rigs per duy, 

♦ l48 oil ~roduccl's opcrnling In the Stutc, 

1~ax Re~enues 

♦ 2000 tnx collections were ~73.4 mHUon. 

♦ 2001 tux collections were $63.7 million, 

♦ The lurgcst tox revenue source. for the Stnte behind general sules, Income, corporute, ut1d 

motor vehicles tax collections. 

♦ 98.5% of the oil and gus tux t·evcnues collected in the U.S. Forest Service system are 

from North Dukotn. 

Jobs & Economic Impact 

♦ More thun 2,500 people dh·cctly employed in the oil putch. 

♦ The averuge wuge wns $44,:ms. Thut wage Is 80% obove the stutewldc nvernge wage of 

$24,683. 

♦ Its expected thut between 50% - 75% of the in<lustl'y's workforce will retire in the ricxt 5 

- 15 yeurs . 

I 
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Senate 81112311 • 011 and Gas Rt.search Council (OGRC) 

1
~ AR desr-rlbed prevloui; proponcnh1, SR 231 I Is un uttempt to ensure that North Dakota continues 

to reup the heneflts of olf ond gos pmductlon in the future. As you cun see by this graph, North 

Dukotu's oil production continues to decline. 

The 0 011 boom" in North Dukotu probubly penkc,.1 in 1983 nnd ended in 1986. In the past 15 

yeurs, production hns been on u fuirly steady dccllne, but the decline hns been flattened by a 

number of tcchnologicul ndvuncci;. 

Hori1.ontnl drilling begun in the Bnkkcn formutlon In 1987. In the enrly l990's, the Lodgepole 

fields in the Dickinson tlreu were discovered, developed and unlth:cd, rc~ultlng so for in more 

thun 41 million bnrrcls of oil. About the snme time, horizontul drilling was applied to a 

previ,,usly uneconomic Red River zone in Bowmnn County, resulting the development und 

unitlzntlon of the Cedur Hilli; field tis one of ~lie lurgest oil fields In the lower 48 stutes, 

Howcvcr1 even though our we continue to discovc1· new reserves, develop new consc,·vntion 

methods, nn<l continue to develop new ultcmutive energy sourccR, dcmund continues to outpuce 

supply - that creates un oppot1unlty for North Oukotn to become more prominent in supplying to 

the nation. 

We need to continue to look for new technologies to help find und produce new oil und gas fields 

in Nm1h Dukotu. In the pust, we were fortunnfc to hnvc mt\jur oil companies nnd very I urge 

independent companies working actively in the Stute of Nor1h Dukotu on "research nnd 

development" type projects. As those I urger compunlcs moved overscus and off~shore, the 

typicul North Dnkotu producer is n much smull company, with fur mol'c limited resources for 

reseur·ch und development 

We believe the OCJRC will be un effective tool to encourage nnd assist with rcse,uch, 

development and educutlon und allow continued production of these vulunblc nuturnl res,)urces. 

Tht •f orotr111hf e f__.. on thf • ff l• •r• 1ecut1t• NPt'octJotfw of reoordl dtl f wrld to Modern lnfOl'Mtlt ton tytt... : ,r •• orofi l1lrt1 _. 
wer• fHINd In th• rttUl•r cour11 of bulfntt1. Th• photoorephf c proeff1 Ifft• 1t.-dtrdl of tht AMtrfean Httfonel tttndlrdl Jnttftuti 
(AMII) for tl"ChfYll 11tcroffl1. NOTiCEJ If th• ftlNd IMOt abovt ,. l••· ltafbl• thin thf• Mottet, ft ,. U to tht qualttv of tftt 
docuNnt bt(nt ff lMtd, 

:U, ► i'f.{ft'et~~ 1d«a 103 Optrttor'• iineturt Datt 

J
i' 

' 

I 

,, 
' 

I 

.J 



l ~ 
! I 

We e,nlslon the OGRC a8 havlna three main purpose8c 

I.) Re8earch 

2.) Rc~ou.-ce Dovclopmcnt 

3.) Energy Education nnd Coreer Awareness 

Hopefully, the best Idem; of the OORC ure yet to be realf1.ed. but here urc a few tht1t need 

uttentlon Immediately: 

Re11earch 

• Reseurch of coul bed melhnnc potentinl. 

♦ Resetlrch of shnllow gus polcntlul. 

• Reseurch of CO2 for cnhunced recovery in existing fletds. 

♦ Further cnhuncemcnt of horb:ontul drilling technolngy und other completion ond 

producing techniques. 

♦ Advunced geophyslcnl t1nd ~urvey nnulysls lcchnologics, 

Resourre Development 

♦ Fncilitnte technology transfer betwecr. drillers, producers nnd service industry. 

♦ Apply ndvttnces & expcrimentution activities in other active oil & gas regions to 

North Dukota exploration. 

♦ Advanced geophysicul survey nnd nnalysis technologfes. 

♦ Develop Initiatives for streamlining federal permitting procedures, 

Energy Education and Career A \\'areness 

♦ Lundowner und royalty owner educotlon nnd awurcne!ls. 

♦ Educute the puhllc ubout impot1unce of the oil and gns industry to the state nnd 

the abUity to responsibly produce oil nnd gns in nn environmentally sufe manner 

on public und private lunds. 

♦ Educute and generate lnte1'est in students about cnl'ecr opportunities In North 

Dukotu's energy Industry. 

♦ Educate leglslutors nnd stute lenders ubout North Dukotn's oil nnd gus industry. 

I 
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We believe there is u tremendous need to put more resources towords mulntulnlng un 

nctive oit and gus ln.Justry ht the stnte, To dute, there has not heen such un orgunfzcd 

effort In North Dukotn for oll nn<l gu~ und we need only to look nt the successes of the 

_ lignite industry over the pust fifteen years to see the potcntiul results for such n program, 

Possll fuels provide 96,5% of our nntlons dnily energy needs, OH furnishes 40% of the 

dolly energy needs und nuturnl gns provides 2~%. We huvc these vuluttblc nnturnl 

resourccs,Jn r,ur srnte nnd tlccd to continue to develop them inns cffic!e.·1t manner us 

possible. 

Thank you, for your consideration on this blH, We urge u Do~Pa~s on SB 23 l l, I would 

be happy to answer nny questions, 

"' . 

. ·• 

'ttlt Miel'Otf•f• t ..... on tttf• ~f ll lr't accur1t1 1·-1CMtfone of l'ICONII dtl fwrtd to Modern lnf~tton tytt• for •lol"Off l•l11t ._, uli', 
Wirt fHMid In th• f'ttUltr COUl'lt of bulfnt11. Th'll pf1~t09rapt,fc Pf'OCtH IHtl ,tanderdl of tht Mtf'fOM N1tfwl lt..,.NM h1ilttt&tt• I'' 
(MIi) for 1rcttfv1l MferofflM. NOT!CII lf th• ftlMld flfllOt lboYt ,. lHI lttfblt than thfl Notfct, ft,. di.It to tht qu1tfty of tht · 
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What l>oes •:very Nc.~,-v (.)ii Well J\1ean to North l)akota? 

A lypicul Not·th Pnkotn oil well produces nn average nf 10 ycnrs, 

♦ If economlcal, uddiHonal secondary recovery cffhrts cnn he ma<fo fo extend 
the life of the well. 

An Average Oil Well in the First IO Years: 
♦ Produces over 200,000 barrels of oi I ( 55 barrels of oil per day) 

♦ Generates $4.4 million gross pro11t 

♦ Pays $332,000 in taxes: 
OH production tax • $200,020 
Extraction tax .. $77,000 
Sales tax .. $40,000 
Oas production tax .. $16,000 

♦ Pays royalties to mineral owners of $178,000 n ♦ Pays salaries of $814,000 

0 

♦ Bas operating expenses of $720,000 

Oil and gas development accounts for a major portion of the bu~incss for 
RECs in western ND .,. as much as 75% in i:;ome instances. 

Local busit1esses such as road contractors. electricians, welders, service companies, 
and other retailers rely on oil field businesses for their livelihood 

About 46% of the value of' an oil well is retumed to the local economy In taxes, / 
wages, and other expenses, which help keep the local economy running, the govemt,: 
operating, and helps reduce your tax burden. 

The average cost of drilling a well in North Dakota in 200 I was$ 1.3 milHon. 

♦ The success ratio for weJls in existing fields in 2001 was 92 ◄¼ and for 
wildcat wells it was 41 %. 
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Senate BW No. 2311 

Tadmony of L)'Dn BebDI, Director, N.D. I. C. OU & Gu Division, 
Before tlae Senate Nataral Reso11rce1 Committee 

Febnary 5, 2003 

You have already beard about the potential workforce, educational. public image, and 
mineral owner benefit, that could be realized from the passage of this bill. 

I am here to share information with you about some of the potential technology benefit, 
that could be realized. 

THE WILISTON BASIN BAS ALWAYS REQUIRED mGH TECH 

Oil discovery came 90 years after the industry was bom at the Drake well and SO years 
after Spindletop. 

Modem rotary drilling t~bniques were required to reach commercial d~ths here. 

2D seismic was required to locate conunercial deposits, 

Enhanced Oil Recovery (EOR) was applied within a decade of oil discovery and has 
expanded rapidly in the last 10 years. The percentage of production that comes from 
EORprojects in North Duota is one of the highest in the nation. 

3D seismic led to development of prolific deposits in the 1990's that now produce over 
200/4 of North Dakota's oil. 

Homontal drilling led to development of the largest discovery of the 1990's in the lower 
48 states. Now common for 100% of North Dakota's rigs to be drilling horizontal wells, 

DECLINE IN PRIVATE AND FEDERAL RESEARCH AND DEVELOPMENT 

IOGCC study found private funding of oil and gas resettrch and development has been 
declining 3 % per year since 1991. 

DOE fossil fuels program budgets have also been cut significantly in recent years. 
FY 2002·2003 cut 37% and FY 2003-2004 cut 58% . 

POSSIBLE DEVELOPMENT-DEMONSTRATION PROJECTS 

Cost share projects funded by federal grants such as the cutrent coal bed methane project 
proposal. 

Carbon Dioxide enhanced recovery studies such as the current Weybum Unit proj~t in 
southern Saskatchewan. 

Technology development and transfer for drilling. stimulation. production. and 
reclamation. 
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Dakota Resource Council 
P. 0. Box 1095. Dickinson ND 58602-1095 

(701) 48.3 .. 285 J; www.drcinfo.com 

TESTIMONl': SB 2311 

Dakota Resource Council (DRC) submits this testimony in opposition to SB 2311. whaoh would 
establish a North Dakota oil and gas research council. 

Dakota Resource Council is a private. non-profit, membershi~based group that has worked with 
North Dakota citizens for 25 years to make our state a better place to live and work. It has 
always been committed to responsible development of oil and gas resources and other energy 
sources. 

Dakota Resource Counoil opposes the creation of a state oil and gas researoh council for the 
following reasons: 

0 

• Stttin& up an oil and ps research fund is an inappropriate me of state taxes on the 
production and extractk,11 of North Dakota's oil a11d 1as resources. Like other fossil 
fuels. oil and gas resourtes represent a limited asset, and their "development" constitutes 
the liquidation of that asset. In addition, t:.."<traction and production of oil and gas results 
in impacts on oiliet assets, including air and water quality. water q1W1tity, and surface 
use. Taxes on extraction and production of oil and gas should be used exclusively to 
compensate the state for the loss of oil and gas assets, and to protect and preserve other 
assets or the state that may be compromised by oil and gas extraction. 

l .. 

• Establishing an oil •11d gas research council unwisely puts the statt in the position or 
favoring f•il luel energy development over clean and sustainable energy 
development. The use of fossil fuels to provide energy for the state and the nation is a 
stopgap measure that cannot continue forever. There is simply not enough oil and gas to 
provide for American energy needs in the long tenn. Even if there were, our climate and 
environment cannot absorb impacts of fossil fuel combustion indefinitely. Both 
environmental and national security concerns dictate the rapid development of North 
Dakota~s abundant and sustainable energy resources, including wind and geothermal 
energy, und investment in technologies necessary to produce energy from these squrces. 
Establishing an oil and gas research council further yokes the state's energy future to 
dead--end technologies and works against the progress of renewable technologies, which 
represent our future. It would be far better to divert state resources that accrue from 
fossil fuel extraction to the development of energy resources that will ultimately replace 
the ones on which we currently rely. 

• Eatablishl■g,•n oil and p1 re.earth council turther blun the line between pr,vate 
•nd public ,nterests in ettergy de\'elopmcnt. This bill would stt up a government• 
sponsored entity dominated by representatives from a single industry that would directly 
benefit from the public expenditures over which it has authority. It is hard to imagine a 
more striking example of building connict of interest into public policy administration. 

The 111crotr•t• , ..... on thl• ftl1 •rt eoour1tt l'tp1"edi1ttf• of reeorde •lfWNd to Nodtm lnfMNtfon tyttw ,.,. ■forofH■frw a,111 
...,. fflM fn th• NtUltl' 0011 of bUltf'IM1, Tht photoc,ra,t,tc proe111 ... t, ,t_.rde of tht Altf'foeft Nttfwl lt.,..rdl tnetttut• 
(MIi) for archtYll 1toroftll, NOTICII If tht ftlllllld , .... abow ,. ln• l .. fbl• th., thf I Notfct, ft fl M to tht queUty of tflt 
doMlftt bltna ftlllld. 
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The interests of the public cannot possible be well-served by such an arrangcment1 and 
the opportunity for abust is obvious. 

• Oil and g1s research ind development is already lavishly subsidized at the federal 
level. According to a 1980 report by Pacific Northwest Laboratory, between 1918 and 
1980 the federal government spent $268,5 billion for incentives to the oH industry, The 
U. S. Department of Energy in 1995 requested $483 mUlion for fossil fuel research and 
development funding. Accordin& a study by the Union of Concerned Scientists. the 
effective tax rate for the oil industry is 11 %, compared to t 8% for non-oil industries. 
Incentives for the oil and gas industry have only accelerated under the Bush 
Administration. Nont of these measures, incidentally have moved the United States in 
the direction of energy independence. Providing additional subsidies for oil and gas 
research and development at the state h.wel is unnecessary and wiJI not serve the public 
interest. 

• Promoting oil and gas exploration and extraction is among the least effective 
measure$ possible to develop a healthy economy in North Dakota. Undtrstandably. 
the State Legislature wants to take measures that will revive North Dakota's depressed 
economy. However, assisting oil and gas development will not do so. In 1995, Stark 
Development Corporation published a chart showing the "new wealth coefficients/' or 
economic multiplier effects. of 17 industries in North Dakota. At the top of the list were 
livestock production and primary sector manufacturing with coefficients close to 3.5. Oil 
exploration and extraction were dead last on the list with a coefficient of less than 1. The 
chart demonstrated that creating government jobs would actually result in mort new 
wealth for the state than increased oil and gas development. SB 23 J 1 is not an effective 
economic development measure. It is no more than another handout to an already 
wealthy industry employing outmoded technology, and it will onJy further North 
Dakota's economic decline. 
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RESPONSllll.E DEVEU>P11ENTJ [ ~-~/:1 
• The oil and gas industry in North Dakota has 

explored and driJe(1 ltlegr.,sslands foc the -
past 50 years and has. a prO\lefl lrack. recoro 
of being atJte to procface oil witt1out disrupting 
the emtirooment Of' will£1fe.. 

• The industry. in COOperation with the Focest 
Seivice,. hasrestoced OYer' 500 wels and 500 
miles of road$ in e,e national grasst.m(!s. 
This r~moretmll\ 5.500 acres 
refllmed to vegetation after- ltle oil and gas 
reserves ~cfepfe!ed 

• Twenty-seven percent af the state·s oil 
production and 30% of the state·s producing 
welsareon ltle~-

r~R~t--.-oRTATION~1 
• The state's only operaoog crude oil refinery is 

at Ma1dan.. It has a daiy capac;ity of about 

60.000barrels.. _,__, __ , ~ .. _ --:--~ 

• !:.":.":"-.- Jtfo::·; }I 
~~.~~1-~L 
.Arnbcose. l<ilcfeer. . ' ' --· -••r 

Lignite. ~ 
Gorham. Arnegard. 
Trotters and 
Marmatt\_ 

• The nine natural 
gas processing 
plants processed 

·~~tair~~r 

t1nCX9tnaturaigas ~~~";! ~ 
in2001 to heat ·::r:#4L,£~ ·: 
466.000 Norlh AVS\l,GE.GM.l.ONS OF 
DakotahQusebQlds. PAOOUcr'DEAIIIEDFACIII 

EAat8NIREl.OFCRtJDEOIL 
for' one year-. (42GalcxlSin •Barrell 

·' 

~~~~~ 

•· .North Dakotans pay 21 cents state tax and 
( 3.4 cents federal t2x on each gaton of 

gasoline and cfiesel fuel they boy. 

• North Dakotans used .over364 milion gallons 
of gasoline in 2001. and 496 milr10n galfons d 
diesel fuel. 

• Gasoline and special fuels taxes raised $115 
million in lax revenue dumg 2001 - up 
slightly Imm $112 million the previous year. 
These funds are used primariy for road 
construdion.. 

ff:~c'::~ . -
• April 4, 2001 marked the 50"' Amiversary d 

the cSiscovecy of oil in North Dakota. It was 
on~ 4. ~~'!. !hat 1he Clarence Iverson #1 
welt came in near-7ltiga in Williams County. 
That well i;woduced ~ than 585 thousand 
h.ilae!sofoilc,.,.28ye.n. 

• Prior to the discovery d oil in 1:151. 64 Miffs 
had been dciled in the stala damg. back to 
1910. Since 1951. anothec 14,000 welfs 
have been drilred in Horth Dakota 

( he av-erage crude oi posted price for Nodh 
uakota in 2001 was S2129 per banel That 
represented a 22% decrease from the 2000 
average of $29.95 and a 29% increase from 
the $15.21 average in 1999 . 
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• The Mure is bright for the oil and gas industry 
in North Datcota. There is a huge amount of 
oil and gas still. in the ground in areas lhat 
have not been explored. New technologies. 
new discoveries. and new work in older fieJd!c: 
have vas1ly increased both. the Odds offincf i 
oi and the efficiency af producing it. 

---• The biggest sourced energy in the lnled 
Statesispe(rOMIUffi-oiandnllllnlgas. 
Together. they~ 65% oflheenergy
use.. Oi bnishes 40% of our energy, NIIUnll 
gas 25%. coal 22%.. nuclear-a%. and 
nmeirables4%. 

6 The average driq rig a>unt in lhe U.S. for 
2001 was 1. 156. up from 918 a, 2000. The 
all-lime h9' was 4.530 in 1981. 

• U.S. crude oil production in Decetnber af2001 
was 5.9 million barrels per day. 

6 Total imports averaged 11 million bantisper 
day fO£ 2001. up~ from 2000. 

• The Unied States imported 57% ofils CIUde 
oi in 2001. The largest importer$ 1D the U.S.. 
ae Caiada with 10%. Saudi A1abia wilhR. 
Mexico with 7 .2%. Nigeria wilh ""'-and bq 
wittt 4.8%. OPEC~ supplied about 
~ af our nation's daiy oil needs.. Ruuiltr · 
Ille largest producer-of oi in the wodd. '---. 

••••••••••••• 
Al. cfala from Jal8st yaer- llVllilable. 

For 90UrC8S or adrliliocllll inlcxmalioP. c:ar-=t 
North Dakota Petroleum COUIICII 
Box t:195. -...arc1c ND U50Z 

Off'ices at: 
120 North 3rd 5trMt. Stllle 225 

Blnlarck. ND - (701} 223-UN 
www.ndoil.org • www.api.org 

RottNas l .__ "'-shaR.imiz, 

E:maJliwDnctor-~ Qlli» ........ 

-----.. 

( 

- "- _ ______, __ ·--~-,.. 

J 
~ ~:--~ . 1~-~-::-._.-, 

... ...:_ -~-:,-~~ ♦• • .; ..... ~· .: ~ 
"\,;;:...., --~-- . 'r-- : ... . :r . r • . • ,_ t-c 

:tk~• ~ A~:~ ~~I 

~: ~~ 

'< 

·<! 
1 

Eli! 

r&c•• 
& 

rzav••• 

2002 E_ ~ :·. 

NORTH DAKOTA 

PETROLEUM COUNCIL 

J 

-------- ···--- ... = 

., 

i• . ·- ti 

.ic~ 



L 
E___ -

_.,..,, 
• :.'- . -:-t 

fi!i 
~iii 
ii;\ __ .... 
-< :r 

l~I 
.J•• ---=-=,~ . -- . 

1 -··:::so__ . 
av-• -aZ 
:;fl 
... -~ :r• • . ... --· =i"j 

J 
J 
! 
;.. 

f 
r-
~ z_ 
.~ --~ 

.-, 
j;' 
5. 

l 
~-
;:."'t:~-
-~ 

¥. 
3';_~ 

~ ~
~ ~: 

'-,;.•., 

ffz· -,,,,. 

' ~ :~;3-.-'f-;11 ~/7. 

la ... 'c-='-!_c,_.. - .~'_;;"'·" 

l
!t-1 [J·_: _;_-... t":~ 

00 t;,'f> - __ ,.._. 
'II' -_,-

-iii-·-·:: • a -~~~ 
1•l _ :(_ ·I• --~ i== /f: -·t L' !t... --·-"r·--_--_ -. ., rl: 2 .. ,., 
::r !t. . . --.----- . ·- -'.~ -· : -i--..:~ :~ 

i,1·-.. 1< .. --. ·- > 
~e--....-.. --· 

;;'r ~-i t&•r ! _- ---i~: --~--- :,-•,_-·.:z--..:--· .. , 

? ,_ 
! 

r 
l 

( __ _ 

I-NoRlK DAKOTA•s OIL_ - PATCH 
: Sais FOR 20Q1 
• NQrU\ Dakor3 is the trinttt largest oil produc

ing stare.. The stare pcoduced nearly 87.fc 
barrels of oil per day in 2001. toCaing ~ 
than 3t milfion barrels ront1eyear. 

• AR-time production of crude oil in North 
Dakoraamounts to moce th.ail 1.4 bilrton 
barrets. 

• AL the end or 2001. there were 3.287 weifs 
capable of producitlg oil and gas in Notth 
OakoCa_ The average NOdh Dakota well 
prodoced approximately 26 barrels per day. 

• Alt. estimated 58 birioc\ wbic feet of natural 
gas was produced and 5f 2 bilion cubic feet 
of natural gas was processed in Nocth 
Dakota during 2001_ 

• The state·s oi pmduction dipped slightly in 
2001 for !!le fotlCth consecutive year-. Total oil 
l)fodudionfor1heyear-was 3-t.691.091 bar
rels. down t .023.431 from the previoos yeac 

198Z 

19!le 

19M 

1SIIIS 

ANNUAL CRUDE OIL PROOUCTION 
(BARIIELSJ 

IN NORIH DAKOTA 

315.4 

MlU.IONS' 
Of"BARII.ELS 

Of' Ott. 

• The driling rig ccmt. which is a prime 
traromet.-tor measuring Oi aD'.i gas activity. 
averaged 14 rigs a day in 2001. The peak 
year-tor-drilingrigswa t981. wittl an 
average mcnthlyrig cocrt of 119_ The all-
time higlt was in~ d 1981 with 146 
rigsc,peraMg. 
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• There were 173 drilling permits issued during 
2001. compared to 132 the previous year. 
Approximately 137 wells were completed 
during ttle year- up 90% from the previous 
year-. 

• Horizootal or directional drilling accounted for 
no{.of the new wells dnlfed in 2001 and 
accoooled for 25.9% of 1he state·s total oi 
production_ 

• The success ratio fOC' welts in existing, fiekfs 
in2001 was 92%and forwifdcatwells it was 
41o/r,_ Horizontal wells were successful 99% 
of Ule time. The overall industry success rate 
in Nortt\ Dakota fur2001 W3$ 85%. A wildcat 
well is a new well drilled at least one mile 
from existing proc:1uction.. 

• The deepest vertical well drilled last year in 
North Dakota was 13.970 feet_ The average 
depth for a North Dakota well in 2001 was 

( t2.001 feet compared to 5.334 feet nation-
, wide. 

• Th& average cost of compreting ao 011 weH in 
Nofth OafaJta was approximately St.3 milion 
durirlg 2001. The average cost of completi,g -" 
a welt in the U.S. was just under $800,000. 

tu'---~7~·-··:--:· :-,G.>'. 
~~~-··--· ;J: '. 
• There are t7 counties in the state-'dtl com- --~ 

rneteial oil production. Oil arid gas explora :. 
tion has occurred at some point in every 
coonty in the state except Traill County. 

• Stack County was the top producing county in -
2001 accounting for 17 .2% of the state·s oi 

production. The other top producing coun
ties were McKenzie. Billings. Bowman. and 
WiltiamS. 

~- -_ · ~'ililiiiif&~ :}~,-.. oc,-. :.. ---.-. -=1·~-~ .,.;;: -... - - . --~..:::.~ \,. -
• There were more Ital 2.200 Hanh~ 

at work in 1ne oi patch ln 2001. Puk oi field 
emplOymentocaned in late 1981. wherl 
more tt,an 10.000 peopleweteWOIUlQ., lhlJ 
oipalch. 

• Each ddling rig results ll"l~ 120 
direct and indi-ect jobs. 

• Other sectol's of lhe petJJJleum indoslry 
ooude refineries. gas plants.~. retail 
gasoline stations. wholesalfn. and~
ecs.. The inc1usuy altogetttecemployed m( 
than 9.000 peop(e in. North Dakota in 2001: 

• Job Servica North Dakota repc,cts lhal in 
2000 the-average yeartywage in the rniniog
industry. whictl indudesoi and gas extrac
tion and coal mining. was $44.305- That 
wage is eo% above the stalaWide......,. 
wageof$24,683. 

~~dfn 
• Higher aud& oi prices in 2001. led to huge 

taxcollectiorls foctheStal&ofNor1h Oakda. 
Counties-and sd1ools benafiled_ fromilt
creased oi and gas tax c:olec6ons •wel. 

) 
Slate tat. revenues f« 200f wete $63.7 
million. te9resenting a 15% decrease from 
2000. 
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• Al-tirneoi lax revenues to btStalltbaw 
exc;eedtec1.$1.9 billion. 

• The average production and extracian tax 
;,aidonaudaoiin2001 was7.41'.. lbera 
rale on crude oil vsies between 5%and 
11.5%depalding upon a.typeofwel. 

• The tax on naural gasisalatfcu"c:era p« 
IDasand c.ubcfeet(mcf). In 2001. -.s.. 
coledlcf. $3. t million in nalunll gas---

• CMw--.pastSfyears-.btSlatedHodfl 
Dakola has l1IClli"9d mere ttWl $510 mili0n 
frfXn oi and gas !Nies, bonules. royallies 

( 
'1Ad- ra\laisUl --land- Dumg2001. 
.1118dy$1.48milion -.tto ht lands aid 
Mirier31s Trust and cwer$8.10 millian to 1be 
eo.ct«~and Scbool lands Trust. 

• U.S. Forests.we aclrt* i1l:llred lands in._ 
lilleMiacui....._Gr ... idspOlrided 
Cilandgas ...... «$15..1 mllialltbing 
fiscal ,..-2001_ otllllt----. one-tcu1l_ 
or S3.8 miliDn. ._ rauned lo McKenzie. 
Balgl-.Galdart v...,andSlopeCaunies 
for lc:hoolsand roads. lnaddilion. 8IQeu of 
Land ... ...-ntadnir ··••red landpro,. 
ci,cedminlha\$13.1 milionduringtiacll ,.....2001_ Haf'offbltatllOld.$6.6milicx,. 
warelum8dtc.___.sgeMnd.bldand 
• ._tntmaney~•wedlJCalan 
,.. ... ·--
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SB 2311 

Representative John Warner 
11 March 2003 

What Does Every New OU Well Mean to North Dakota? 

A typical North Dakota oil well produces an average of 10 years. 

♦ If economical, additional secondary recovery efforts can be made to 
extend the lite of the well. 

An Averqe Oil Well in the First 10 Years: 
♦ Produces over 200,000 barrels of oil (5.S barrels of oil per day) 

♦ Generates $4.4 million gross profit 

• Pa)'I $332;000 in taxes: 
Oil production tax - $200;020 
Extraction tax • $77.000 
Sates tax- $40,000 
Gas production tax - $ l 6;000 

♦ Pays royalties to mineral owners of $178,000 

♦ Pays salaries of$814,000 

♦ Has operating expenses of $720,000 

Oil and gas development accounts for a major portion of the business for 
RECs in western ND - as much as 75% in some instances. 

Local businesses such as road contractors, electricians, welders, 
I I service compames, 

and other retailers rely on oil field businesses for their livelihood 

About 46% of the value of an oil well is returned to the local 
economy in taxes, 
wages, and other expenses, which help keep the local economy 

I 
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running, the government operating, and helps reduce your tax 
burden. 

The average cost of drilling a well in North Dakota in 2001 was $ 1.3 
million. 

♦ The success ratio for wetls in existing fields in 2001 was 92% and for 
wildcat wells it was 41 %. 

Oil and gu companies are major consumers of electricity. A thriving oil 
field has the same impact on a rural electric cooperative as a developed 
commercial area. It allows the fixed costs of the cooperative to be 
amortized over a much larger customer base and lowers the costs to all 
consumers of electric power. 
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Testlmo■y la 1apport ofz SB 2311 
Robert Hanna 
Governor• s Counsel 
State of North Dakota 
March t I, 2003 

State Capitol 
Houe Finance and Taxation Committee 
BillDll'Ck, North Dakota 

Mr. Chairman, membcn of the Committee, my namo Js Robert Hanna. I am counaet to 
Governor Hoeven and appear in support of SB 2311, which wu prepared in concert with 
the Governor and indu,try. 

Sa POian: The Governor has advanced an agenda since taking office, consisting of six 
broad topica (called pillars), one of which is energy. The objective of the energy poUcy 
is simply to enhance the production of North Dakota's energy resoW'CeS to further 
diversify our ~nomy, raise incomes and provide additional econoinic opportunities for 
our citizens. The components of the energy sector include. 

• Wind 
• Coal 
• Ethanol 
• Bio-diesel 
• Hydro 
• And Oil and gas 

With respect to the oil and gas sector, the Governor has hero working on a number of 
fronts as part of a strategy to encourage new development and investment. These efforts 
include: 

1. Preparation of a DOE grant this spring, for a coal-bed methane test project. 
spearheaded by Lynn Helms of the ND Oil and Gas Division 

2. Introduction ofHBt 145, which provides a 24-month tax holiday for shallow 
gas wells. 

3. A host of adminiltntive efforts relating to the National Grasslands 
Management plan and resolving permitting issues with the US Forest Service 
to reduce impediments to oil and gas,development on federal lands. 

4. And SB 2311, which establishtJS a reiearch council and fund. 

1be goal of SB 2311 is simply to provide a mechanism and funding that will allow new 
reaearth pro,iects similar to the Lignite Research Council and to provide public education 
of the oil and gu industry that is so important to our state. For example: 

• Attached is a graph that shows the declining production in North 
Dakota. Oil and ps is a key industry, whose revenues contribute 
greatly to state and local treasuries, and provide high tech jobs in a 

. .\ - · , •u Id t NOdlm 11ttO.:..tton tftt• for 1torofH1lna MIi 
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dynamic industry, The Council is desiped to help chanp that 
production curve, stabilia and eventually increase production. 

• Secondly, we need to educate the public about the importance ot th&, 
industry. and the opportunities that exist for employment. lndUltry 
official recognize that they have a looming employment fhortaa• 
r.dna them in the next decade. tooaing approximately 50% of the 
work force, which will further challenp development in North 
Dakota. The Council may heJp educate the educaton, studentl, 
CClllplDY executives and the public about the industry and the 
opportunities it often. 

• The telOIICh council is designed to use i\mds produced by tho oil and 
pa industry to reinvett in the industry to expand production. incrwe 
Jobi, develop new technolO&Y and JDm_the industry with the fimda it 
helps to produce. The Governor believes SB2311 ia sound public 
policy that will advance the oil and ps industry and will help to attract 
and retain yoUllg people itt an exciting and rewarding field. 

On behalf of Governor Hoeven we respectfully request a "DO PASS" on SB 2311. 
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North Dakota Association of 
Oil & Gas Producing Counties 

N.D. Home Finance and Tax Committee 

Testimony in Support ofSenate Bill 2311 
Tueaday, Match 11, 2003 
11:00AM 

Mr. Chairman Belter and Members of the Hou,e Fmance and Tax Committee, 

My name is Roger Chinn. I'm a McKenzie County Commissioner. I live on a ranch 
south of Grassy Butte. 

I'm alio President-Elect of the North Dakota Association of Oil and Ou Producina 
Counties. This Asaociation represents counties, cities and acbool districts which 
receive oil tax revenues tom the 5% gross production tax. 

I am here in support of Senate Bill 2311. We understand that the bill takes its ftlndina 
&om the state general fund &om the oil extraction tax. 
Forming an oil and gas research council would benefit not only the westem eneray 
counties, but it would benefit the state. The state•s oil and gas industry is part of the 
state•s economy and many people in the state are not informed about it. 

Part of the council's work would include information about the industry to~--
• the public may not be aware of federal oil sites in the national grasslands tbart haw been "·· -

completely reclaimed 

• ways that the oil industry uses technology to lessen impacts on the environment 

• the public could understand the role energy development plays m our state and how 
changes on policies affect us 

We do offer a couple suggestions fur the bill. The Executive Committee would like to 
ask for your consideration that the Council membmhip include a county commissioner 
from the oil ot gas counties and also a legislator who represents the oil and gas 
producma area. We think the county commissioner position will bring a useful 
perspective to the CoUftCil and provide communication about projects back to the oil 
and gas producing counties. 

Pleaae consider a cfo..pass recommendation for Senate Bill 2311. Thank you for your 
time. 
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Senate BW No. 2311 
Testfmony of Lyma Rehm 

Director, N.D. LC. OU Ii Gu Dlvtllon, 
Boue FIDanee and Taxation Committee 

March 11, 2003 

You have already heard about the potential workforce, educational, public imaae, and 
mineral owner beaeffta that could be realized from the pauap of thi, bill. 

I am here to mare information with you about some of the potential technolol)' benefits 
that could be realized. 

TD WILISTON BASIN BAS ALWAYS UQOIRID BIGB TICB 

Oil dllcovery came 90 yem after the mduatry wu born at the Drab well 111d 50 yean 
after Spindletop. 

Modem rotary drillin1 techniques were required to reach commeroial depth, here. 

2D seismic WU required to locate commercial deposits. 

Enhanced Oil Recovery (EOR.) wu applied within a decade of oil discovery and has 
expanded rapidly in the wt 10 years. The percentage of production that comet fi'om 
EOR projects in North Dakca is one of the highest in the nation. 

3D seismic led to development of prolific depoeits in the t990•s that now produce over 
20-/4 of North Dakota'• oil. 

Horizontal driUing led to development of the largest discovery of the 1990's ln the lower 
48 states. Now common for 100% of North Dakota's rlgs to be drilling horizontal wells, 

DECLINE IN PRIVATE AND FEDERAL RESEARCH AND DEVELOPMENT 

IOOCC study found private tundfna of oil and gas research and development has been 
declining 3% per year since 1991. 

DOB fouil fuels pro,ram budgets have also been cut significantly in recent years. 
FY 2002-2003 cut 37% and FY 2003-2004 cut 58% , 

POSSIBLE DEVELOPMENT .. DEMONSTRATJON PROJECTS 

Cost lhate projects ftutded by federal grants such as the current coal bed methane project 
propol&l. 

Carbon Dioxide enhanced recovery studies such as the current Weybum Unit project in 
aouthem Saskatchewan. 

TechnoJoaY development and traMfer for drilling, stimulation, production. and 
reclamation. 

/' 
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North Daleota Petroleum Council 

Seaate am 1111 

Boue FluDce aad Tandon Committee 
Muell ·i1, 2013 . 

Ron Ness 
'~OncW 

Chalrmln Belter~ Members of tbe Committee? My name. ii R.on Neu, Bxeoutive ~ of 

1be Nortb Dakota Petroleum Council. I appeal' befin you foday in ,upport ~f Senate Bill 2311. 

N,rt11 PMN OQ u4 Ga la4■ua VAdaa 
,.,,,,., .,. tor 2ft1 

• Ninth iarplt 911 ~ state, 

•· ~ 1 million barrela or oil were produced. 

♦ 85,000 barre~ of oil pmduced per diy. 

• 3_2s, producina w,, ... 
·• Av~ 14 drillin, rlas per day. 

~ . 148 oil producet'I operatina in the State. 

tUlcYIPRM 
·• 2000 tax collectiom· were $73.4 million - 2001 tax collections wee $63, 7 milli-. 

♦ 2002 tax collectiom were $58. l million plus S6 million in collectiom from federal Janda. 
• I I I , • 

♦ The ~ -.1'Vame ~urce for·th~ ~tate be~d a~eral sal~~· in~ ~ ~ 
' ' ' 

motor vebiclea ~ collectiom. 

· ♦ · 98.5% of the oil and pa 1IX ~ collected in the U.S. Forat Service ayatem are 

tom North Dakota. 

, Im A lreemfs Imavt 
' 

· ♦ M~ tblll 2~5~ people directly.employed in the oil petch. 

♦ Tbe averaae waae wu $44,305. That wage it 80% above the ttatewide averap waae of 

$24,683 • 

. ♦ ltl expected that between 50%- 15% oftbe industry'• workforce will retire in the next 5 

' -1$ yean . 
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Seuta BOl 2Jll • OU lad Gal Retearel COWldl (OGRC) 

A, delcribed previoua proponenta, SB 23 l 1 ia Cl attempt to euute tbit North Dabta coatinuel 
to reap tbe benefits of oil and pa production in the future. AJ you can• by du 1f11Pb, Nonb 

Dakota'• oil production COGtinuel to decline. 

Tbe "oil boom" in North DakoCa probably peabd in 1983 and ended in 1986. In the put 15 

~ production bu been OD • fairly steady decline, but tbe decline bu beea flatteaed by. 

nmnber of1ec:11Dolop,al ICMDCII. 

Horimmal drillina'bepn ha tbe Bakba formatioa in 1987. ln tbe •ly 1990*1, the Loqepole 

fiekll ill 1be Dickimoa area were diacovend, developed IDd unid,,od, reauJtina 10 t.r in mon 

tlm 41 million bllrell of oil. · About die ame time. bodzoatal drilJioa wa applied to a 

pmioully unec«lOIIUc lled River r.one in BoftllD County, renltJna the developneat 111d 

unitizatioG oltbe Cedar Hilla field u one of the lllplt oil fielda in the lower 48 atatea. 

However. even tboua:h OW' we continue to diacover new reserves, develop new c:omervatioa 

metbodl. and coatimae to develop MW altemative energy IOUl'Cel, demand for eneqy contimael 
to ou1plce supply- that createa an opportunity for North Dakota to become more prominent ia 

aupplyina to the nation. 

We need to continue to look tor new technolo&iea to help find and produce new oil and pa fields 

in North Dakota. In the pat, we were fortunate to have ~or oil coml)lmee and very lqe 

indepeadem companiea workina IICtively in the State of North Dakota Ott "reeeerch and 

development- type projecta. A. thoee laapr compani• moved ovenea and oft'-ebore, the 

typical Nonh Dakota producer la • much small company, with tir more limited reaource1 for 
,-ercb Ind development. 

We believe tbe OOkC will be an eff"ective tool to encourap and Ulilt with rewearcb. 
development and education and allow continued production of these valuable natural reaource1. 
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We •Yldo• tlle OORC • ~•vial two main parpo1•: 

1.)R...-cb 

2.) EneraY P.ducation and Career Awarcoeu 

HopefbUy. the belt idea of tbe OORC are yet to be realized. but here are a few that need 

atteatioo immedia1ely, 

....... , 
♦ R ch of coal b«I methane tial. 

♦ R...-cb of lhaUow ... potential. 

♦ bleardi of CO2 tor eabanced recovery in exildDa fields. 

♦ Further enbancAneat of borir.ofttal drilliq technology alMf other completion and 

produchla techniquea. 

♦ Facilitate tecbnolol)' transfer between drillers. producen and service induatry. 

♦ Apply advauces & experimentation activities in other active oil & pa repou to 

North Dakota exploration. 

♦ Advanced geophysical survey and analysis technologies. 

• Develop initiatives for streamlinint, federal permitting procedurea. 

E■ersY ldaeatloa ud Career Awaren• 
♦ Landowner and royalty owner education and awareneu. 

♦ Educate the public about importance of the oil and pa industry to tbe state. 

countie1t and cidzem. 

• Educate and puerate interest in students about career opportunities in North 

Dlkota'aeaeraymdumy. 

♦ Educate Jeplaton and state leaden about North Dakota'• oil and au indultry. 

♦ Sbowcue the ability of the oil and pa indultry in North Dakota to respoa,ibly 

produce oil and p, in an environmentally safe manner on public and private .... 
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We believe there ii a tremendous need to put more reaource1 towarda DWPtabdq • 

active oil and au induatry in tbe 11ate. To date, there bu not bean IIICh an orpniNd 
' 

eff'ort in North Dakota for oil and pa and we need ooly to look at the 1UOCe11e1 of tbe 

lipite industry over the peat fifteen yean to • tbe potential relUltl for luch a propam. 

A.. diacuaed, there ii currently a diaconnect between the oil price and oil activity in 

North Dakota. SB 2311 ii a not a ftlllic bullet lib a major MW oil dilcovery would be 

but it providea • mecbaniam to ltalt ieaearchiq and developina new ideu and mMbodt 

. to briq new life to our aaina oil fielda and create new oppommitiea tor oil and p1 

production in weatern North Dakota and potemially new areu of tbe State in C111 we 

don't have tbe new oiJ diacoveay. 

All eoeru' 80Ul'Cell need to be developed u tbe demlOd for eneray in tbo nation cootinw 

to ,row. However, the a-teat oppommity still Hea in foail fbela. Foail fuela provide 

96.5% of our nation, daily energy needa. Oil ftttniabea 40% of the daily eocqy needa 

and natural ps providee 25%. We have these valuable natural reaourcea in our sta1e and 
need to continue to develop them in as efficiettt manner u pouible .which will enlUl'e 

continued oil and pa tax revenues for the State and local communitiea. 

Thank :vou. for your consideration on thia bill. We urge a l)o..Pau on SB 2311. I would 

be happy to answer any question,. 
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INDUSTRIAL COMMISSION OF NORTH DA KOT A 
JohnHoewn 
Governor 

Aprit 14, 2003 

Wayne St~ 
Attorrw.v Generat 

Sendte BIii 2311 Conference Committee Merr1bers 
Senator Herbert Urlacher 
Senator Rich Wardner 
Senator Ronald Q. Nichols 
Representdtive Earl R. Rennerfeldt 
Representative Francis J. Wald 
Representative John M. Warner 

Dear Conferees: 

AoottJohMon 
Comm,alioner of Agriculture 

The Industrial Commission of North Dakota consisting of Governor John Hoeven, 
Attorney General Wayne Stenehjem and Agriculture Commissioner Roger 
Johnson went on record at their recent Industrial Commission meeting In support 
of the estabtlshment of an OIi and Gas Research Council and funding of the OIi 
and Gos Research Fund. 

The Commission noted that there are already potential projects Identified with 
the need for matching funds totaling $500,000 tho, would have an Immediate 
posJtlve Jmpact on oll and gas exploration and development in North Dakota. 
Some of these research projects would open doors for expanded development 
of the State's natural resources and provide additional revenue sources for our 
citizens and for the State. If the research proves successful this will bring about 
weH-poylng Job opportunities for our youth. 

The Commission has found the Lignite Research Council to be successful in a 
private-public partnership and would hope to hove the some successes In 
partnership with the oil and gas Industry If sufficient funding Is provided. 

Thank you for your work on this Important leglslatlon-Senote BIii 2311 • 

Sincerely, 

V Q; Jv-~----
Karlene Fine 
Executive Director 
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88 2311 
Mon 04/1 it/2003 

Mon 04/1412003 

ot:45 AM 

10:30 AM 

c,o, can,.._ eon .. .._.._ .,...,.., 
$In. Wardner, Rep, ...,.1erfeldt 

Location: 
Entty type; . 

-U•tlno · 
~: 
A•.ct•: 
Mloar.tlid 

; --~ E, ; WIid F, ; Ur1eoher H, ; Warrw J. ; Wardrw R. : NlchoM A, 
Hcue·~ EE, ...... Anene. a TalCatlon 

~I 
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Delcrlptlon: 
conference 

Time wlll appear fret to others, 
Othtrt cannot aee any detalla about this event, 
t:4av1 Notes notify you before the event. 

Lewie and Clark 
Meeting 
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