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BILL/RESOLUTION NO. HB 1341
House Finance and Taxation Commlttee
G Conference Committee

IHearing Date February 6, 2001

Tape Number Side A Side B Meter # ]
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Minutes:
REP. DROVYDAL, VICE- CHAIRMAN Opened the hearing and read the fiscal note.
REP, FRANK WALD, DIST, 37, DICKINSON Introduced the bill as the prime sponsor.

This bill moves the oil and gas tax collections, all of them, from the State Treasurer's Office to
the State Tax Commissioner, As you heard the fiscal note, there would be no FTE’s hired in the
Tax Commissioner’s office, and I think it makes more sense, rather than having more fingers in
the cookie jar, to have one organization, in this case, the Tax Department, not only collect the
taxes, but also, disburse them, That is, basically, all the bill does,

REP. HERBEL Asked what prompted this?

REP. WALD 1 think it is a matter of efficiency, rather than having two agencies deal with the

same money. Should have one agency deal with those monies. The Tax Department already
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collects the tax, gives It to the Treasurer's Office, they disburse it out to the ¢ities and counties,

It 1s & matter of efficiency und a matter of suving money.

REP. DROVDAL Asked whether the Treasurer’s Oftlce will have any other activities or duties,

us for as the oil and gas impact funds?

REP. WALD Itis my understanding that they would not.

RER KROEBER Asked if this meant there would be FTE’s switched to the Tax Commissioner
or & reduction in the Treasurer's Office, what will the effect be of this, within the two
departments?

REP. WALD 1 talked to the Tax Commissioner and he assured me that they are not requesting
any additional FTE’s because as | said, the line share of this work is being done in the Tax
Department alrcady. | am not sure what the reduction will be in the Treasurer’s Office, in terms
of FTE’s. I heard it would be two FTE’s less in the Treasurer’s Office.

REP, KROEBER Because of this bill?

REP, WALD This bill would reduce the FTE’s in the Treasurer's Office and not create any new
ones in the Tax Commissioner’s Office. So it is a Win Win situation,

REP, WINRICH Did I understand correctly, that this fund currently occupies the time of two

FTE's in the Treasurer’s Office?

REP. WALD It is overlapping duties, obviously, in the Treasurer’s Office, 1 can’t tell you

exactly whether it is eighty percent of the time for two FTE’s or forty percent of the time for
three or whatever. All I do know, that by moving this to the Tax Department, it will not require
any additional FTE’s in the Tax Commissioner’s Office, and a reduction in the Treasurer's

Office. The fiscal note is five thousand dollars, I am sure that would be for operating expenses.
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There would be some malling costs, because these checks have to be mailed out to the cities and
counties and school dlstricts, now recelving oil and gas tax money.

REP, KROEBER You served a long time on the commiittee that goes through all of this, the
Treasurer’s Office is an extremely important part of their office, if 1 remember correctly, on the
division of powers. It is like the sume people never have anything to do with money coming in
that has to do with money going out. When you take the FTE number down in the Treasurer’s
Office. does that effect their ability to take and do this division of powers correctly?

REP, WALD | am not sure how the division of powers can relate to this bill, If T understand

your question,

REP, KROEBER My question is, by this bill, you said that you thought that this would

probably reduce two FTE’s, in a department, if | remember cotrectly, has approximately seven

FTE’s now. And, you said they don’t just do this, they do some other things too. My question is,
at what number are we going to run into a problem with having the Treasurer’s Office, which we
have to have, because of the vote of the people, at what point are we going to hamstcring the
office, so that they may have a problem with the actual division of powers. | know this was
something the audit fiscal review is always concerned about, that we do not have the same people
involved with money coming in as well as with money going out. Is there some point we cause a
problem in this area?

REP. WAL 1 don’t forsee any problem with this division of powers and responsibility. |
frankly, don’t think we need a State Treasurer any longer in the state of North Dakota. Other
states have gone that direction and gotten rid of them. I think you might see another bill this

session, putting it back on the ballot. If you look at the big picture of state government, vou have
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OMB, the Bank of North Dakota, the State Treasurer's Offlee is an obsolete object in state
government,

REP. DROYDAL Interrupted stating he didn't want to get into a discussion on the ‘Treasurer's
Office. This deals, basically, with the oil und gas revenues. T know you did mention the fuct that
this may end up with the two FTE reduction, but it certainly is not in the fiscal note, and we are
not dealing with that here today. | think it deserves further investigation, but [ am not sure this is
the place.

REP. KROEBER That office is going 1o be here for four years, and we do not want 1o do
something to impede them from doing the things they are suppose to do, and do correctly, If it
comes back on the ballot and the people vote it out, great, if that’s what the people want. | have
no problem with that, 1 think for us to do things to make that office nut be able to perfe-m the
duties they should perform correctly, I think we need to be very concerned about that, as a

committee,

REP. WALD The State Tax Department, as you all know, disburse (obacco tax back to political

subdlvisions, gasoline tax based on "opulation and registration numbers to political subdivisions,
and in this instance, in this bill, that is all we are addressing, since they are levying the tax, then
give it to another agency to send the checks out on a quarterly basis to the cities, counties and
school districts, to me just doesn’t make any Lusiness sense. It seems to me the agency that is
collecting the tax, should just as well, write the check and send it out to all of the counties where
there is oil production. That is all we are talking about, 1 am not undermining the constitutional
authority of the Treasurer’s Officc, what the fiscal impact will be in terms of FTEs, will be taken

up in the Treasurer’s budget, not in this budget. The Tax Commissioner has assured me there
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will be no additional FTE's dolng this because they are already doing about elghty percent ol the
workload, It would seem to me it Is just good business practice to continue with the oil and gus
tax revenues and mail out the checks,

REP, RENNER The money is coming into the Tax Commissioner's Office, the Tax
Commissioner Instead of wrlting a check out, under our present scenerio, is writing a check out
{o the treasurer, so that the Treasurer’s Office ¢an distribute the money back?

REP, WALD Idon’t know how the transfer takes place, it is probably not by check, it is
probably some kind of an in-houso transfer from the Tax Commissioner's Office to the
Treasurer's Office, There is another bill, as you all know, where the alcohol tax is being

transferred to the State Tax Department for similar reasons. [ understand that bill has passed the

Senate,

KEVIN SCHATZ, SUPERVISOR OF OIL & G

DEPARTMENT, Appeared in a neutral position to explain how the collection and

disbursement of funds works. He stated each of the collections are put on a data base system. 1t
is divided between the gas and oil counties. At the end of the month, they do a certification
report which lays out the distribution of monies. When that money is collected, it goes into a
central fund for the month. At the end of the month, we notify the treasurer of those amounts.
We also send a certification report to the treasurer’s office, which advises them the amount of

money that is allocated to each county. They apply the formulas to it and request the check to be

sent out to the counties,
REP, DROYDAL With this bill, instead of sending it to the treasurer’s office, you would send

it to the commissioners?
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KEVIN SCHATZ Cur section would send that to our controller's division, who would do the

request 1o OMI3 1o send out the checek (o the counties, That is a completely different division of

the tax depurtment. It would not be the same people that do the collecting,

REP: KROEBER ‘That answers my question | had on the division of powers. You are telling
me the same people will not be (was Interrupted by Mr, Schatz)

KEYIN SCHATZ Actually, in our section, tiie person that records the money coming in, isn’t
the person that does the certification at the end of the month. | already have that done by two
separate people. The distribution of powers is done in our section as well as it would be done
between our section and the petoleum division,

REP,. KROEBER You talked about data, then it went into one fund, then another fund, now
you would be notifying OMB to send the checks?.

KEVIN SCHATZ Actually, I believe OMB does all of the checks for the state of North
Dakota. They don’t do checks for the counties, they do bank transfers.

REP. KROEBER What does the treasurer's office do, are they verifying some numbers?

KEVIN SCHATZ All the treasurer’s office does is take the numbers we give them that go to

each county and they apply the formulas, under the statute. Each county gets a certain
distribution up to a certain amount, then the formula changes for distribution between the

countles and the state general fund.

REF. DROVDAL You listened to the previous testimony stating there will be no additional

FTE's required in the commissioner’s office, and you also heard about the five thousand dollar

fiscal note, are you comfortable with those figures at this time?

. KEVIN SCRATZ Yes.
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With no further testimony, the hearing was closed.

COMMITTEE ACTION - 2-7-01 "Fape #2, Side A, Meter #300

During committee discussion, Rep. Kroeber felt the bill was an attack on the treasurer's office,
e was concerned about the division of powers if two I'I'E's would not be required should this
bill pass. Rep, Winrich stated he felt the same as Rep. Kroeber. He felt the treasurer's role was

1o verify the function, that is why we have this office,

REP.RENNER Made a motion for a DO PASS.
P )  Second the motion, MOTION CARRIED

“ 11 yes 4 no 0 absent

I QSZ Was given the floor assignment.




FISCAL NOTE

Requested by Legislative Council
01/18/2001

Bill/Resolution No.: HB 1341

Amendment to:

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations

compared ta funding levels _gnd appropriations anticipated under current law.
1999-2001 Biennlum 2001-2003 Biennium 2003-2005 Biennium

General Fund | Other Funds |General Fund| Other Funds (General Fund| Other Funds

Revenues
Expenditures $5.000
Appropriations $5,000!

18. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate politicel
subdivision.
17999-2001 Blennium 2001-2003 Biennium 2003-2005 Biennium

School School School
Countles Cities Districts Countles Citles Districts Counties Cities Districts

TN

2. Nerrative: /dentify the aspects of the measure which cause fiscal impact and include any comments
relevant to your analysis.

HI3 1341 expunds the duties of the Tax Commissioner to include allocation of oil and gas gross production
tax revenuces (o political subdivisions.

3. State fiscal effect detall: For information shown under stete fiscal effect in 1A, please.
A. Revenues. Explain the revenue amounts. Provitle 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 detall, when appropriate, for each
agency, line iten,, and fund affected and the number of FTE positions affected.

HB 1341 would incrense programming expenses of the Tax Department by an estimated $5000,

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect
on the blennisl appropriation for cach agency and fund affecte.] and any amounts included in the
oxecutive butlget, Indicate the relationship between the amounts shown for expenditures and

appropriations,

HB 1341, if enacted, would require an increase in the appropristion for the Tax Department of $5,000 for
the 01-03 biennium,
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2001 HOUSE STANDING COMMITTEE RQLL CALL VOTES
BILL/RESOLUTION NO. 4B /3¢//

House FINANCE & TAXATION Committee

Subcommittee on
or
Conference Committee

Legistative Council Amendment Number

Action Taken L 0 ﬂ 4895

MM_ Seconded By 84 . l [Q { (d .

Representatives Representatives
CARLSON, AL, CHAIRMAN NICHOLAS, EUGENE
DROVDAL, DAVID,V-CHAIR RENNER, DENNIS
BRANDENBURG, MICHAEL RENNERFELDT, EARL

CLARK, BYRON SCHMIDT, ARLO
GROSZ, MICHAEL WIKENHEISER, RAY
HERBEL, GIL WINRICH, LONNY

KELSH, SCOT
KROEBER, JOE
LLOYD, EDWARD

Motion Made By

Total (Yes) / ’ No

Absent
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If the vote ls on an amendment, briefly indlcate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-23-2680

February 8, 2001 9:00 a.m. Carrier: Grosz
Insert LC:. Title:,

HB 1341: Finance and Taxation Committee (Rep. Carison, Chairman) recommends DO
PASS (11 YEAS, 4 NAYS, 0 ABSENT AND NOT VOTING). HB 1341 was placed on

the Eleventh order on the calendar.

. REPORT OF STANDING COMMITTEE

(2) DESK, {3) COMM
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2001 SENATE STANDING COMMITTEE MINUTES
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Tape Number Side A Side B Meter #
I X 8.1-13.9
3/20/01 - 1 X 42-48
Committee Clerk SignatureW‘ ‘ > I

Minutes:

Senator Urlacher: Opened the hearing on HB 1341, relating to allocation of oil and gas gross
production tax revenues to political subdivisions by the tax commissioner.

Senator Christmann was absent from the hearing.

Representative Frank Wald: Co-sponsored the bill, testified in support. This bill moves alf the
oil and gas tax collection from the Treasurer’s Office to the Tax Dept.

Bob Olheiser: Deputy State Treasurer, testified in opposition. Provided handout of scetion of
Constitution. We have to ask what's the point of this. If the issuc is simply to transfer work to
the Tax Dept., then that’s a reason. There's no solid foundation on which to do this. The people
of this state have said they wish to huve a process by which the Tax Dept. Collects revenue and
the Treasurer’s Office, which is very clearly in the Constitution, has the responsibility of doing
distributions, That system of checks and balances has been in place since statehood, The Tax

Dept., in preparing it, did not talk to us about the fiscal note, I think they are grossly
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underestimating what the cost to the Tax Dept, will be to transfer these responsibilitics. They're
not set up to do this, we are. We think the bill should be defeated.
Senator Urlacher: Closed the hearing. Action delayed.
Discussion held 3/20/01. Meter number 42-48,
Bill explained to Senator Christmann,

COMMITTEE ACTION:

Motion made by Senator Stenchjem for a DO NOT PASS, Seconded by Senator Nichols.

Vote was 5 yeas, | nays, 0 absent and not voting. Bill carrier was Senator Nichols.
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Motion Made By Seconded
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()
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| Senator Kroeplin v
Senator Nichols N ,
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|
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If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-48-6119

March 20, 2001 11:21 a.m, Carrier: Nichols
insert LC:. Title:.

REPORT OF STANDING COMMITTEE
HB 1341; Finance and Taxation Committee (Sen. Urlacher, Chairman) recommends DO
NOT PASS (5 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). HB 1341 was placed
on the Fourteenth order on the calendar.

(2) DESK, (3) COMM Page No. 1 8R-48.6119
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ARTICLE X, Section 12,

1.

All public moneys, from whatever source derived, shall be paid over monthly by the
public official, employee, agent, director, manager, board, bureat, or institution of the
state receiving the same, to the state treasurer, and deposited by him to the credit of
the state, and shall be pald out and disbursed only ptrsuant to appropriation first
made by the legislature; provided, however, that there Is hereby appropriated the
necessary funds required in the financlal transactions of the Bank of North Dakota,
and required for the payment of losses, duly approved, payable from the state halil
insurance fund, state bonding fund, and state fire and tomado fund, and required for
the payment of compensation to injured employees or death claims, duly approved,
payable from the workmen's compensation fund, and required for authorized
investments made by the board of university and school lands, and required for the
financlal operations of the state mill and elevator association, and required for the
payment of interest and principat of bonds and other fixed obligations of the stale,
and required for payments required by law to be paid to beneficiaries of the teachers'
Insurance and retirement fund, and required for refunds made under the provisions
of the Retail Sales Tax Act, and the State Income Tax Law, and the State Gasoline
Tax Law, and the Estate and Succession Tax Law, and the income of any state
institution derived from permanent trust funds, and the funds allocated under the law
to the state highway department and the various countles for the construction,
raconstruction, and maintenance of public roads. This constitutional amendment
shall not be construed to apply to fees and moneys received In connection with the
licensing and organization of physicians and surgeons, pharmacists, dentists,
osteopaths, optometrists, embalmers, barbers, lawyers, veterinarians, nurses,
chiropractors, accountants, architects, hairdressers, chiropodists, and other similarly
organized, licensed trades and professions; and this constitutional amendment shall
not be construed to amend or repeal existing laws or Acts amendatory thereof

concerning such fees and moneys.

. No bills, claims, accounts, or demands against the state ar any county or other

political subdivision shall be audited, allowed, or paid untll a full itemized statement In
writing shall be filed with the officer or officers whose duty it may be to audit the
same, and then only upon warrant drawn upon the treasurer of such funds by the

proper officer or officers.

3. This amendment shall becoms effective on July 1, 19389,




