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2001 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. HB 1390
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Minutes: \)

REP, Al, CARLSON, CHAIRMAN, Opened the hearing,

REP, PAM GULLESON, DIST, 26, SOUTHEASTERN ND, Introduced the bill as the prime
sponsor. In its original form, this bill would have incorporated two percent biodiesel into the
state fucl supply. In its original form, this bill is visionary and bold, allowing North Dakota to
take the lead in the use of renewable fuel, It would be O.K for North Dakota to take the lead on
this, 1realize these types of bold moves do not come easy. | ask at the outset, that we change the
scope of this bill to an interim study. The supporters of this bill and ] recognize, that it is
necessary to fully educate the public and legisiators, and to answer concerns surrounding this
issue. At interim study would provide us an opportunity to do that. She stated she would submit
amendments to the committee to do that. She stated blodiesel is the name for a variety of fuels

made from vegetable oll, soybean or sunflowet, or animal fat. The concept of using vegetable oil

as a fuel dates back to 1895, when Dr, Rudolph Diesel developed the first diese! engine to run on
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vegetable oil. Diesel demonstrated his engine at the world exhibition in Paris in 1900, using
peanut oil as a fuel. The advantages for introducing biodiesel in this state are tremendous.
Producing biodiesel from soybeans and other domestic crops, provides an additional use for our
oil seed crops, increasing revenue to our farmers. It can create jobs to our communities.
Biodiesel is the only alternative fuel that can be used direetly in any existing unmodificd diesel
engine. Because it has similar propertics of petroleum diesel fuel, biodiesel can be blended at
any ratio of petroleumn diesel fuel, State fleet vehicles in Dickinson and Grand Forks have been
using biodiesel on a trial basis for the last two years, with very satisfactory results, They have
implemented this because of the price difference between number one and number two fuels.
They wanted to be able to use number two fuel throughout the winter, This study is about

investing in this state by using our own renewable resources and supporting our farmers and the

communities they live in.

REP, DAVE MONSON, DIST 10, Testified in support of the bill as a co-sponsot. He stated he

is a farmer and does raise oilseed crops, such as canola. Biofuels will be a major player in the

future of farming,

BILL DELMORE, KELSCH LAW FIRM, REPRESENTI E NORTH DAKOT
SOYBEAN COUNCIL Testified in suppott of the bill, Are supportive of a study. Gave

concerns in marketing the product. A study is the best way to move,

REP, WINRICH Could you briefly, give us information as to what is happening in other states?
BILL DELMORE There are bills being looked at in othet states. There are some in South
Dakota and Minnesota, Some of the vety concerns people here have raised, have been raised

there, We need solid, technical, information, before we take something into this industry, It s
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best to have the information to where you are going. In a study you can answer these questions

before we look at something,.

TERRY GOERGER, FARMER, CHAIRMAN OF THE NORTH DAKOTA SOYBEAN

COUNCIL, Testified in support of a study. Sec attached written testimony.

REP. CARLSON Is there any place that is producing it presently, in this state?

TERRY GOERGER Not at this time,

REP, CARLSON Where is this being produced?

TERRY GOERGER Jowa, more in the souther arcas, across the central belt, 1 believe there
are, currently, twelve plants in the United States with the potential of two hundred million
gallons of production in place at this time,

REP, CARLSON = What does it do to the price of diesel, if you add a twenty pereent level like

you recognized.

TERRY GOERGER At this titne, it would add about fifteen cents, T'wo cents is what the

mandate would be,

REP, CARLSON 1Is it at the pumps today?
TERRY GOERGER Last year, my supplier said it was in ? _pipeline,

Information I have received, said there were thirteen pipelines in Minnesola.

REP, LLOYD What about variety selection process with regard to certain varicties performing

better

TERRY GOERGER ! don't know that varieties make a difference, we have some refinery

people and they are saying, no, there I3 no difference in variety,

. REP. BRANDENBERG s there a move toward refineries moving into North Dakota?
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TERRY GOERGER We have had some indication from Agri Oils that they are interested in

looking at that, Also, we will have some testimony from the plant at Enderlin,

REP, CARLSON To be beneficial, wouldn't we need the producer here to actually produce the

bio?

TERRY GOERGER ‘That is our hope. It will have to be economically viable. We hope the

demand will create that incentive,

REP, CARLSON How do we relate this to ethanol.

TERRY GOERGER | belicve il we don’t imake & move to usc our own products, we are not

doing ourselves any good, We are not doing our agricultural industry any good. We are
fortunate here in North Dakota, at this time, we have clean air, that doesn’t mean we always will.
This is one way we can come up with an answer for our ag economy, We can increase our
percentages, if we can increase the uscage of biodiesel by utilizing our domestic supplics, it
seems to me we will increase the producers on the farm, | am a farmer, and when I make money,
I pay more income tax, and 1 also invest in my operation. Not too man,, farmers leave money
burn in their pockets very long.

REP, LLOYD Cuan we combine soybeans, cranby, safflower, canola, and sunflower oil all
together?

TERRY GOERGER I can't answer that, I don’t know what the makeup of all of those other
olls are,

REP, RENNERFELDT Befote this wiil be successful, you would have to compete. Who will

use it, if it costs more than diesel? Your consumption rate is higher, don't you think that will be

a deterrent?
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TERRY GOERGER Yes, that is part of our marketing problem. Our checkout board is set up

to do that, to find answers for that.

ROGER JOHUNSON, STATE AGRICULTURAL COMMISSIONER Testified in support of

the bill. Sce attached written testimony. He related 1o a meeting he went to twelve years ago in
Rapid City, SD. He stated they took a tour in a greyhound bus which ran on one hundred percent
soybean oil. it smelled like a big french fry lactory, moving down the highway. This technology
is there and has been there for some time. The suggested two percent biodiese! requirement
would mean the use of more than two million bushels of North Dakota soybeans, According to
the USDA estimates, if the country sustained an annual matket of one hundred million gallons of
biodiesel, it would add about seven cents to the price of soybeans, For North Dakota, alone, that
would translate into an cconomic impact of about five million dollars toward the agricultural

sector,

P, HERBEL The two percent, is that some significance instead of five or seven?
ROGER JOHNSON Stated he was just speculating,
REP, RENNERFELDT Do you think people will be willing to pay an additional price just to
support the soybean farmers?
ROGER JOHNSON The best way I can answer that is, for years I have volunturily paid a
higher price for ethanol blended fuel in my car, As soon as it was available, my Dad put it in
every vehicle and engine possible. There are a number of producers out there who will use this,

REP. WINRICH Commented, wondering if this fuel would smell any better than diesel.

What is the relationship to ethanol, and what ate we doing in terms of natural fuels?
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ROGER JOHNSON [ have supported the cthanol bill in this session as well. Twould respond

very much like Terry Goerger did. Anything we can do to increase these kinds of products, we
ought to scriously look at. This is a very important part of our economy. This is an opportune
time for us to look at some of these renewable sources of energy and try to move them into the

main stream.

EDMUND GOERGER, PRESIDENT OF THE NORTH DAKOTA SOYBEAN

GROWERS ASSN., AND A FARMER, Testified in support of the bill, See attached written

testimony.
REP, CLARK Waus concerned about any corrosion related to the use of biodiesel.

EDMUND GOERGER The corrosion thing you are referring to is the same thing ethanol went

through when it first came out, especially at the higher level, not so much at two percent, As you
use this produet, it tends {o clean out your system. It will take any impurities which were built up
in your tank or in your line, Initial use, may cause a tilter plugging because it is cleaning out
your system. Afler that corrosion is not a factor, as I understand it, it is just cleaning out your
system,

DEAN PETERSON, NORTH AMERICAN COAL CORPORATION, Testified in
opposition of the bill, See attached written testimony.,

REP, CARLSON If this is moved into a study, what type of items would you like to have
included in that study from your perspective?

DEAN PETERSON We will think about it as soon us we receive the study resolution. 1know

they are proposing a study, but specifically, we would like to take a look at before we respond.
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PAUL TOKACH, BUTLER MACHINERY COMPANY AND CATERPILLAR, INC.,

Testified in opposition of the bill. Sce attached written testimony.

REP. SCHMIDT You state that Caterpitlar is the largest builder of dicsel engines in the world?

Where does Cummins stand compared to you?

PAUL TOXKACH We bi-passed Cummins within the last five years.

REP, CARLSON Do you believe that your company would have trouble warranting a two

percent requirement of biodiesel?

PAUL TOKACH It isn’t so much the warranty concerned with the biodicesel, our warranty

statement covers workmanship and materials, We take no responsibility for failures caused by
alternate fuels, biodiesel would be one of those,

REP. CARLSON Asked for an example besides corrosion,

PAUL. TOKACH Gumming, if you get a high enough percentage of biofucl, it could form gum.
We are currently working on some very high pressure fuel systems, and to keep those fuel
systems working, we have to have two micron fuel filters, any debris will plug those.

REP, BRANDENBURG Does this apply to all mixtures of diesel fuel?

PAUL TOKACH 1t does apply to all fuels, If the end user decides to formulate his own diesel

fuel, if it burns in the engine, that’s fine, However, if that fuel causes fuel system problems, they

no longer warrant it. One of the problems with blofuel, there really aren’t any standards right

now,
RON NESS, EXECUTIVE DIRECTO HE NORTH DAKOTA PET
COUNCIL, Testified in opposition of the bill. We believe that all alternative energy should be

looked at and considered at every point, however, mandates are troublesome to the industry.
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They cause distribution problems, as we saw last summer, where EPA created a new mandate in
the Chicago and Milwaukee arcas, and what happened to the price of gasoline in those arcas as a
result of the mandate. Essentially, that is what happens when you mandate fuel extraction in the
state. We have no problems with a study resolution,

TERRY GOERGER Explained a hundout which was submitted to all of the commitiee

members. Sce attached copy of handout.

GUY CHRISTIANSON, NORTHERN SUN_A DIVISION OF ADM, Testified in support of

the bill. He stated his company has an expanding presence in biodiesel fuel production overseas.
They are operating in Germany, The popularity of biodiescl is growing in Europe. In response,
we have created a new division within our company. We believe that a U S biodiesel program is
a step in the right direction,

REP, CARLSON Are you telling me that your company would be interested in looking at the

production in this biodiese! fuel here?

GUY CHRISTIANSON We would support the state,

REP, DROVDAL You stated that they accepted the use of biodiese! fuel in Europe, apparently,

much easier than we have in the United States, is it mandated in Europe?

GUY CHRISTIANSON Yes, I believe it started with a mandate.
RS ASSOCIATION.

Testifled in support of the bill. We are all for consumer cholce. When the retailers have a

directive from their consumers that they want a product, our retailers will get it to them, They do

oppose mandates,
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LANCE HAGEN, AG COALITION, Testified in support of the bill. It would not scare me

one bit to run this through my diesel. Especially support the study resclution,

J P WVIESZ, WIESZ TRUCK LINE, JAMESTOWN Testified in support of the bill. 1 have

been in business since 1966, und dicsel fuel has always been the second highest cost of doing
business in my operation, second only to wages. Over the past years, we have seen highway use
tax go up in excess of four hundred percent. Over the past thirty years, | have not contested the
increase in the state highway use tax on a per gallon basis because the state needed the moncey,

V. eded the good roads, conseauently, | did not contest the increase, But any other increases
in the dicsel fuel, [ would contest, because the margin of profit is so small, that a penny a gallon
takes away any potential margin of profit, which we have not seen in over a year. 1 am all for the

idea of using North Dakota grown products, producing them, finishing them and using them in

the state,

RICHARD OSTLIE, DIRECTNOR ON THE AME

Testified in suppoit of the bill.  See attached written testimony,

SN, BOARI

RICAN §

REP, CARLSON Asked that Dean Peterson and Bill Delmore help with drafting a study.

With no further testimony, the hearing was closed.

COMMITTEE ACTION 2-7-01, Tape #1, Side B, 5015

Committee members decided they would have a study resolution drafied instead of this bill,
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REP. BRANDENBURG Maude a motion for a DO NOT PASS,

REP, HERBEL Second the motion. MO TION CARRIED

1S YES 0 NO 0 ABSENT

REP, BRANDENBURG  Waus given the floor assignment,

COMMITTEE ACTION 2-13-01, Tape #1, Side A, Mcter #2450
The bill was brought buck (o commitiee for amendments.

. REP, WINRICH Made a motion to adopt the amendments #10637.0101, which would turn the

bill into a study regarding biodiesel fuel. Another amendment was added which would add the

words agricultural “and gencral business” communitics,

REP, BRANDENBURG Sccond the motion,. MOTYON CARRIED BY YOICE VOTE.,

e ettt e ipnts s

REP, BRANDENBURG Made a motion for s DO PASS AS AMENDED.,
REP, WINRICH Sccond the motion,. MOTION CARRIED
13 YES 1 NO 1 ABSENT

E C Whas given the floor assignment,
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REPORT OF STANDING COMMITTEE (410) Module No: HR-27-3286

February 14, 2001 9:36 a.m. Carrler: Nloholas
ingert LC: 108370102 THle: .0200

REPORT OF STANDING COMMITTEE
HB 1390: Finance and Taxation Commitiee (Rep. Carlson, Chalrman) recommends
AMENDMENTS A8 FOLLOWS and when so amended, recommends DO PASS
(13 YEAS, 1 NAY, 1 ABSENT AND NOT VOTING). HB 1390 was placed on the Sixth

order on the calendar.

Page 1. line 1, after "A BILL" replace the remainder of the bill with "for an Acl lo provide a
leglslative councll study of blodlesel fuel and lls Integration Into the agricullural
aeconomy of thig stale.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. LEGISLATIVE COUNCIL STUDY. The leglislative councl shall
studr the use of blodiesel fuel In this state. The study must include analysls of
biodiesel fuel's operational Impact on englnes, Its Impact on engine warrantles, lts fuel
economy, the Impact lls use would have on the slate, the sconomlc Impact lts use
would have on the agricultural and general business communities, lls environmental
beneflls, methods of better markeling blodlesel fuel by the agricultural and industrial
communlties, the potentlal for public use by the state and its polltical subdivislons, Ils
beneflt In cold flow conditions, microblal impacts of its usage, the demand for blodiessl
fuel, tax Incentives to promote the use of biodiesel fuel, and the current supply and
potential for blodiesel plants In or near this slate. The leglslative councll shall report lts
findings and recommendations, togelher with any legislation required to implement the
recommendatlons, to the flfty-eighth legislatlve assembly."

Renumber accordingly

(2) DESK, (3) COMM Page No. 1 HR-27.3266
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REP. GULLESON; Sponsor, introduced the bill to the committee. See attached testimony,
SENATOR URLACHIR; How available is this fuel to the public?

REP, GULLESON; Biodicsel is fairly available upon request,

REP, BRANDENBURG; Cosponsor, testified in support of this bill, Biodiesel is a very
important issue (o our state.

REP, MUELLER; Cosponsor, testified in support of this bill,

ED GOERGER; ND Soybean Growers, testified in support of this bill. Sce attached testimony.
TERRY GOERGER; ND Soybean Council, testified in support of this bill. See attached
testimony and letter,

ROGER JOHNSON; Agriculture Commissioner, testified in support of this bill. Sce attached
testimony.,

BRIAN KRAMER; ND Farm Bureau, testified in support of this bill.
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RICHARD SCHLOSSER; ND Farmers Union, testifled in support of this bill,
RICHARD OSTLIE ND Soybean Growers, testified in support of this bill.

NEIL YONK: testified in support of this bill.

DOUG GOLEHRING: Suntlower and Soybean Producers, testified in support of this bill,

The hearing was closed.

Discussion was held

SENATOR KLEIN moved fora DO PASS.
SENATOR NICHOLS seconded the motion,
Discussion was held.

Roll call vote: 6 Yeas, 0 No, (0 Absent and Not voting,

SENATOR KLEIN will carry the bill,
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REPORT OF STANDING COMMITTEE (410) Module No: 8R-46-8772

March 18, 2001 4:36 p.m. Carrier: Klein
insert LC:. Tille: .

REPORT OF STANDING COMMITTEE
HB 1390, as ongrossed: Agricullure Commiitee (Sen. Wanzek, Chalrman) recommands
D0 PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed HB 1380

was placed on the Fourteenth order on the calendar.

(2) DESK, (3) COMM Page No. 1 SR-45.5772
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Testimony
Flfiy-Seventh Legislative Assembly
HB 1390

Chairman Carlson and members of the House Finance and Taxation Committev,
My name is Terry Goerger, I serve as Chairman of the North Dakota Soybean
Council (NDSC). I am appearing before you today in support of HB 1390, Adding
biodiesel to our current fuel supply is a safe, economical and wise decision. Not
only is it the most economical means of alternative fuel available but the quality of
diesel fuel is improved at a minimal cost while using a renewable resource, In
addition biodiesel is the only fuel in the country that has completed a 3 year $2.2
million testing regimen.

According to the USDA we are looking at an estimated 2.4 billion pounds of
vegetable oil reserve. Adding a 2% blend of biodiesel would consume
approximately 24 million pounds of vegetable oil or 1% of the forecasted supply.
The point is, the supply is available right now, all we need to do is tap into it, With
the increasing soybean acres in North Dakota and across the United States the oil
reserve is only going to get larger, Utilizing this oil is economically positive,
environmentally friendly and benefits North Dakota’s economy and agriculture,
North Dakota has the raw materials already available. This legislation can create
the demand to attract new business and new jobs in the state. North Dakota

currently has the ability to produce biodiesel with some conversion of equipment,




AgriOils in Carrington for example, could be easily converted to produce biodiesel
creating economic development,

Biodiesel can be blended anywhere between 2 percent and 20 percent (20
percent being the most common) without any engine modifications. Biodiesel
produces approximately 80 percent less sulfur dioxide emissions und contains
almost 100 percent less sulfur dioxide. Cleaner burning. Less emissions. 1t is also
safe to handle and transport since the flash point of biodiesel is 300 F which is 175
F higher than petrodiesel (125 F) and is ten times less toxic than table salt.

At the 2% blend level there is no change in the jell point or ¢loud point as
compared to petrodiesel, Engine manufactures will stand behind biodjesel as being
a safe and viable alternative for the lubricity problem created by removing sulfur,
It has higher lubricity, it’s better for engines and it’s better for consumers.

Adding the proper amount of an additive for Jubricity is a concern when the
consumer has to do the blending. Having biodiesel available at the pump would
not only eliminate the need for consumers to put additives in their tank themselves
but would eliminate the chance of adding to much or to little, Simply put, it is
safe, easy and user friendly.

The production and vse of biodiesel is a sound and wise investment for the
state of North Dakota. The ease of implementation, seamless transition and no
capital investment makes good economical sense that will benefit North Dakota

and North Dakota Agriculture. It is for these reasons I support HB 1390,

Thank you,
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North Dokota Blodiesel Program ‘ -
Blodlesel Standards and Engine Warrantles CHf g e

/i Al )d" (.‘.,J‘
Backaroung—sStandards

All engines are designed and manufactured for a fuel that has certain charastenstcs.
the US the industry consenuus organization that defines the fue is the American Society (o
Testing and Materials—ASTM. In the case of diesel fuel (and biodiesel), the responsililit,
for setting standards lies w.thin ASTM Cemmities D02 on Petroleum Products and
Lubricants. In order to assure that the standards are rigorous and robust, ASTM committes
D02 is comprised of fuel producers, engine Interesls, and third party interests (users,
governmen! agencies, consullants), ASTM also usas a complicated ballot process where
one negalive vote Is enough to defeat a ballot—a true consensus organization, An ASTM
standard Is not an easy thing to achieve. Some standards can take over 10 years to gair
agreement and be issved by ASTM. This rigorous, time consuming process is why ASTH
standlards are recognized ond adopted by others world wide.,

These ASTM fuel standards are the minimum accerpled values for properties of the fuel to
provide adequate customer sctistaction and/or protection. For diesel fuel, the ASTM
standard is ASTM D 975, All engine and fuel injection manufacturers design their engines
around ASTM D 975, In cooperalive discussions with the engine community ecrly in the
industry's recent development, engine manufacturers strongly encouraged the hiodiess!
industry 1o develop an AS™ standard for biodiesel fuel which would then allow them to
provide their customers with a more definitive judgment on how the fuel would affect
gngine and fuel system operation compared 1o fuel that which 1he engine was designe

for--4STM D 975,

In Junie of 1994, o task force was formed within Subcommitiee E on Burner, Diesel, Non-
Aviatlon Gas Turbine, and Marlne Fuels of ASTM Committee D02 with the expressed
objective of developing an ASTM standard for bindiesel. The biodiesel standard, ASTM PS
121, was approved by Subcommittee E, and subsequently issued by ASTM in June of 1999
(for copies, see the ASTM web site, www . astm.org), The standord covers the pure
biodiesetl, B100, for blending with petrodiesel in levels up to 20% by volume, Higher levels
of biodiesel are allowed on a case-by-case basis after discussion with the individual
engine company, since most of the experience in the US thus far has been with B20

blends,

The approval of this standard, and the discussions and technical review necessary 1o
secure its approval, has provided both the engine community and customers with the
information needed to assure frouble free operation with biodiesel blends.




North Dakota Blodlesel Progrom
Blodlesel Standards and Engine Warrantles

. Enging Warrgnties

All diesel engine companies warranty the product they make—engines. Trey wanarnt,
their engines for 'materials and workmanship’. If there is o problem with an eraine port o
with engine operation due to ari error in manufaciuring or assambly within the rresenn oo
warranty period, the problem will be covered by the engine company. Tywicaily an
engine company will define what fuel the engine was designed for and will rez ommer.o
the use of that fuel to their customers in their owners manual,

Engine companies do net manufacture fuel or fuel compaonents, Therefcre, engine
companias do not warranty fuel—whether that fuei is biodiese! or diesel fuel, Engine
companies warranty the malerials and workmanship of their engines, If there are
problems caused by the fuel {again, whether that fuzl is diesel fuel or biodizsei foall ot e
not related to the materials or workmanship of the engine, they are ey resporsiomt, of
the fuel supplier not the engine manufacturer. Each fuel supplier—biodiese!, petrodiessl,
or a blend of the two--should stand behind their fuel and cover an, such cronlems should

they occur,

Therefore, the most important aspect regarding engine warranties and icaiesel i
whether the engine manufacturer will void their parts and workmanship warrg ity wien
biodiesel is used, and whether the fuel manufacturer will stand behind the'r fual shoula

problems occur,

Most major engine companies have stated rormally that the use of blendas vp 10 B2G will
not void their parts and workmanship warranty, This includes blerds below 20% biodissel
such as 2% biodiesel that are beginning to become more common. Several stalemants
from the engine companies are aitached. Some engine companies have glready
specified that the biodiesel must meet ASTM PS 121 as a condition, while others are still in
the process of adopting PS 121 within their company or have their own set of guidelines for
biodiesel use that were developed prior 1o the approval of PS 121, It is anticipatec that
the entire industry will incorporate the ASTM biodiesel stundard into their owner manuais

over time.

The National Biodiesel Board, the trade association for the biodiesel industry, has formed
the National Biodlesel Accreditation Commission that audits fusl producers and mar.eters
and issues a ‘Certifled Biodiesel Marketer' seal of approval. This seal of approval will
provide added ossurance to customer and engine manufacturers that the biodiesel
marketed by these companies meets the ASTM standards for biodiesel and thzt the fuel

suppiier will stand behind thelr product.

wWith blodiesel meeting PS 121 specification, there have been over 30 million miles of
successful, problem-free, real world operation with B20 blends in a wide variety of engines,

climates, and applications. The steps taken by the biodiesel industry to work with the
englne companies and to insure that fuel meets the rnewly accepted ASTM stondards .
provides confidence to users and engine manufaciurers that biodiesel use will be trouble-

free.
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Chalrman Carlson and members of the Finance and Taxation Committee, | am Agriculture
Commissioner Roger Johnson, I am here today in support of HB 1390, which will mandate a

2 percent biodiese! content in all diesel fuel sold in the state,

As you are probably aware, we are facing a time when agricultural commeditics are at record
lows and fuel prices are escalating. Using biodiesel fuels provides a new market opportunity to
our state’s agriculture producers, in particular our soybean growers, Increased usc of these fuels
creates increased demand for the commodity. With increased demand, ultimately, we will see an
increase in the price per bushel for soybeans. The suggcsted 2 percent biodiesel requirement
would mean the use of more than two million bushels of North Dakota soybeans. According to
USDA estimates, if the country sustained an annual market of 100 million gallons of biodiesel, it
would contribute a minimum of $.07 to the price of each bushel of soybeans. For North Dakota,

that translates into an economic impact of approximately $5 million to our agricultural sector.




In addition, by providing an alternative to conventional fuels, we begin to combat these
escalating fuel prices by sourcing our fuels in the U.S., or more importantly, here in North
Dakota. Our country spends a considerable amount of money on petroleum imports, Expansion
of the biodiesel industry lessens our dependence on foreign petroleum suppliers. With the
soybean industry in North Dakota on the rise, we can also consider a more direct economic

impact from establishing biodiesel production facilities here in our state,

When you look at the potential economic impact to both our state and our nation, I believe we
not only should support but rather take a leading role in the expansion of the biodiesel industry.

Chairman Carlson and committee members, I urge a do pass on HB 1390, I would be happy to

answer any questions you may have.
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Chairman Carlson and members of the House Finance and Taxation Commiittece. My
name is Edmund Goerger, I serve as President of the Nbrth Dakota Soybean Growers
Association (NDSGA). I am appearing before you today in support of HB 1390. This bill
has a wide spectrum of advantages that proactively address some major issues we are
faced today.

The Federal government has a mandate to reduce the sulfur content in diesel fuel
by 97 percent by the year 2006, Removing the sulfur lowers the emissions produced but
also leaves the fuel without any lubricating ability. Biodiesel is a very effective non-
toxic alternative to sulfur. 1) The Cetaine rating of biodiesel is higher then straight
petrodiesel. To help explain what the cetane rating is/think of it like the octane rating in
gusoline, The higher the rating}the more power you get, 2, Some alternative fuels take
as much energy to produce as they put out but biodiesel produces 3.24 units of energy for
every unit put into producing it. That's like giving someone a dollar and getting $3.24
cents in change. 3) Biodiesel can make a seamless transition into the market place.
There are no changes that need to be made to the distribution and retail infrastructure or
the englnes that burn the fuel. Adding biodiesel to our current fuel supply can be done by
simply deciding to do so. 4) HB 1390 has a positive economic impact on North Dakota
for a wide variety of reasons, The most obvious reason is it will consume the glut of il
that is currently in storage throughout North Dakota and across the nation, It would

make us less dependant on foreign oll. It Is a safe renewable source of fuel. The




production of biodiesel in North Dakota can attract big business and create new jobs

within the state. Producing biodiesel creates a value added product for the soybean
industry in North Dakota.

The increase of soybean acres in North Dakota over the last ten years has been
tremendous. Acreage has increased from under 500,000 acres ten years ago to an
estimated 2.5 million acres in 2001, That soybean crop is increasing the gross farm
dollars in the state. The higher gross dollars means more tax dollars that could be used to
improve and maintain our road system,

An example of a comparable successful similar project would be the use of
ethano! in Minnesota. Ethanol use in Minnesota positively increased economic activity in
by $211 to $370 million. Just think of the possibilities for North Dakota,

My last comment is on our dependency of foreign oil, rising energy costs and the
energy crises we are faced with right now. We need alternative sources of fuel.
Biodiesel is a safe, renewable, home grown product that is available right now.

The benefits are huge the costs are small and it is the right thing to do.

Thank you,
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A primary ooncert’ when using alternative fuals in hi?hwa
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o FINAL REPORYT
January, 1996
BIODIESEL HEAVY DUTY VEHICLE DEMONSTRATION PROJECT

Submitted by: Office of Equipment Support
Iowa Department of Transportation

The blodissel demonstration project at the TIowz DOT malintenance
facility in Boone has been completed. This project was undertaken
to determine the feasibility of operating an entire heavy duty
dlesel fleet assigned to & highway maintenance focility on a 20%
biodiesel blend of fuel. The demonstration fleet included nine
snow ramoval trucks, four tractors, a motor grader, and a wheal
loader. During the one year evaluation peried, the Boonae fleet

usad 15,650 gallons of biodiesel fuel.

A detsiled analysis of the cost impact associated with replacsing
convantional diasal fuel with biodiesel fuel was not includee in
this aevaluation. The Departmant spent about 2.5 times more to
operate the Boone maintenance fleet on biodiesel than what it would
have spent to operate this tleet with conventianal diesel fuel.

Opearational FProlhlens
' Fuel Gelling

malntenanca equipment i1s that they nust not cause operationa

problems. Biodiegel in the neat torm (100% by wvolupe methyl
soyate) has higher c¢loud and pour peint temparatures than
conventional #2 diezal fuel. Blending methy)l soyate' and diesel
fuel greatl{ increases the chances of having fuel gelling problens.
A fusl gelling problem thet removes a gnow removal truck fronm
service becomas a serious problen that could endangexr the traveling

public.

Several steps were taken to raduce the risk of fuel gelling in the
Boone equipment flaat. Pour polnt depressant additives were mixed
with- tKe fuel and'in-tank heaters werae installed on most of the
equiphent. Puring the demonstration project ‘only one truek
aexperienced a fual ¢elling probdblem. Fuel gelling ocourred in a
truck that was protected with an original in-line electric fuel
heater; 1t had not been converted to an in-tunk haeater.

012
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Toss of Power

Initinlly the fuel used in the demoustration consisted of a bland

of 20% methyl soyate and 80% #1 diesel fusl. The #1 diesel fuel
was used to reduce the chance of fuel gelling problems. This
original fuel blend resulted in a reported unacceptabla loss of
engine powexr and a loss in fuel economy, The following table
disglays the Btu/gallon and a caleculated percentage change in

engine/fuel efficiencies of the various fuels,
FUEL Btu/gallon Fuel Efficiency
#1 Diesel Fuel - 126,600 ~3.4%
{2 Dlesel Fuel ’ 131,000 [
B20 w/#1 Diesel Fuel 125,000 ~4.6%
B20 w/#2 Diesel Fuel 128,400 -2.,0%

fn May, atter finishing winter operations, the orlginal biodlesel
blend was changed to 20% methyl soyate and 80% #2 dlesel fuel.
This change to #2 diesel fuel wasg made after raceivinyg operator
complaints about lower eéngine power. The change in the base diesel
fuel resulted in improved power. However, the operators still
expressad dissatisfaction with the fuel economy.

Poor Fuel Ecanomy

The nine trucks participating in the denonstration project averaged
3,81 gqallons of fuel per hour of usage. In the previous year, the
same nine trueks avaraged 3.28 gallons of fuel per hour of usaga.
The 7% increase in fuel consumption was more than what was expected
and caused some operational preblens.

Operators were used to running an entire 12 hour shift without
having to refuel trucks. To reduce condensation problems in fuel
tanks oyr recoimended oparational practice is to refill trucks with
fue) at the end of u workday or shift. Some of tha trucks with
smallér tugel tanks ran out of tuel before the operators recognized
the need to refuel during thelr shift..

o

A mechanical prollem alsa contributed to the trucks running out of
fual. ‘' To reduce the chance of experiencing a fuel gelling problam
the Dapartment installed iun-tank fuel heaters. Tha heataers
installed in trucks ineluded s tuel sender that replaces the
truck’s original fuel leval sunder.: We wara not able te get
accurate fusl leval raadin%s uging the afternarket fuel menders
that eame with th¢ in-tank heaters.

@o1d
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Running out of fuel in a truck during a snow storm is not an
advisable approach for increasing operator support of blodiesal
fuel., It is also important to realize that the extra tima spant
refueling represents a hidden cost associated with using biodieseal.

Material Deterioration

Two gaskel materizl failures occurred during the denonstration
project, The first failure involved the RTV gasket material used
with an in-~tank fuel heater. This material was used to hold a fual
leval plezo tube in position inside a fuel heater. 7The original
RTV silicone material swslled and broke apart when the lleater was
removed for a tank inspection. A bench Immersion test indicated
that Dow~Corning 730 Fluorosilcone sealant wasg compatibla with

hlodiesel fuel.

The second material failure involved the rubber material used as a
spacer between a fuel tank and the metal tank tie-down straps.
Spilled or overflowed biodiesel fuel caused the gspacer material to
deteriorate., The fuel tank became looesa and started to rub on the
tle-down straps. New ' gpacers Were installed and periodie
inspections of tha spacer material were implémented on all of the
¢ouipnent in the demonstration project.

. yarticulate Matter
In September, sevaral egulpment operators expressed cohncarn about
the amount of black soot that waz dischargad when starting the
equipment. Soot was accumulating on the equipment and cgould
actually bae swept off the garage floor. Fosseen Manufacturing &
Davelopment suggestad that this problem might have resulted from
the use of single digtilled mathyl soyate. They had used a double
dlstilled maethyl soyate product at a Cedar Rapids demonstration und
had experiencad no apparent particulate problemsg. It vas decided
that the blodlesel fugl being used at the Boone 'maintehance
facility should bae replaced. ' - '

A total of 2920 gallons of blodiesal fual, with sihgle distilled
methyl sovate, was pumped ocut of the underground fuel tank at Boone
and was trgnséerred to Ames where Lt was mixed with gtraight diesal
fual. The Boona tank was then £illed with a blodiesel blend of 20%
double dlstilled methyl soyate and 80% #2 diesal fuel. This
reformulatad biodiesel blend seems +5 have reduced the doat

discharye when starting equipment. -
|

Surfaca Protactilon

One potential operational problem was probably aveided due to
operator awareness of the propertios of methyl goyate. The
operators were told that Blodiesel fusl was a solvent and tha!
daduced that it would remove paint, They were caraful not to spil
fuel) on painted surfaces and wiped up any spilla as they ocourred.

Qotd
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While operator fueling practices avoided a potential problem 1t ig
not a good management practice to depend solely on operators to
protect the equipment’s painted surfaces. Some type of coating s
naeded to protect painted surfaces. This is espacially true on
tractors where the fuel f£ill is located in the canter of the hood.

FOSTS
‘Fuelz

I lli J :: ] : I .. LN

1127 gallons, 2 diesel @ $0.5636/gallon $635.18
N 6217 gallons, #1 diesel @ $0.6217/gallon ' $3,980.78
- 1900 gallons, methyl soyate @ $3.9000/gallon $7,410.00

COST/GALLON = $1,30
" Second Fuel Purchasze:

6800 gallons, #2 diesel @ $0.,5950/gallon $4,046,00
< 1700 gallons, methyl soyate @ $3.35000/gallon $7,037.83
‘ COST/GALLON = $1,31

Third Ruel Purchage; |

7001 gallons, #2 dlesel & $0.6050/gallon $S4,238,61

1680 gallans, methyl soyate @ $5.5487/¢gallon 89,185,386

COST /GALION ~ $1,55 -

Miscellaneous Costs?
Cost to purchase and install In-tank fuel heaters: $3,557.58

Cost to pump out and transfer fuel from the Boone
underground fuel tank to a f£uel tank in Ames: $135.40

Cost to treat one grllun of fuel with a pour -
dapresgant: | $0.,0L53

\

SUMMARY and CONCILUSIONS

Based on this demonstration project there does not appear to
‘1é a mador operational problem in using biodiesel fuel at a
Nighway maintenance facility -~ provided that the facllity
; hus an underground fuel storage tank, It would be prudent to
evaluate bilodiesel’s wintertima perfornance when it is stored
in above ground tanks befora supporting widespread operational
acveptance at locations with above ground fuel tanks. '
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buring the demonstration period the Department of
Transportation spent $18,606 more to operate the Boone
naintenance fleet on bilodiesel fuel than it would have spent
if it had used conventional diesel fuel. This cost reprasents
increased fuel and egquipment costs but does not include any
project administration costs, On a per gallon basis,
biodiesel fuel costs about 2.5 times more thad conventional

diesel fuel.

A consaervative affroach to using biodiesel fuel at a hignway
maintenance facility would be to only use it during the warmaey
months. This approach nininizes +the concern that hoth
operators and supervisors have for the fuel gelling tendencies

assoclatad with biodiessl. | .
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Senate Bill 1390

Mr. Chairman and Committee members.

My name is Duane Dows. 1 farm in the Page nica and also serve as
the chairman of the North Dakota Corn Utilization Council.

Senate Bill 1390 is the type of bill that has the ability to make a
significant impact on the future of agriculture in our State. We must begin
the process of converting what has traditionally been a food product into a
source of energy. With this bill North Dakota has the opportunity to become
a leader in that area.

As our country continues to require the additional removal of Sulfur
from diesel fuel we must replace the lubrication that Sulfur provided.
Biodiesel is the logical, environmentally friendly option for the job.

With this bill North Dakota has the ability to help Agriculture, help

the Environment and help the States economy.
1 would ask you to give this bill a DO PASS vote.




TESTIMONY BEFORE THE HOUSE FINANCE AND TAXATION
COMMITTEE
Concerning HB1390

February 6, 2001
Dean Peterson, THE NORTH AMERICAN COAL CORPORATION

Mr. Chairman and members of the Committee, my name is Dean Peterson. [ am here
today representing The North American Coal Corporation -~ North Dakota’s largest
lignite producer. North American Coal has two subsidiaries, The Coteau Properties
Company and The Falkirk Mining Company that collectively produce over 23 million

tons of lignite each year for energy conversion facilities located in North Dakota.

We are opposed to HB1390 because it mandates the use of biodiesel. The equipment
used by our surface coal mining operations consumes ten million gallons of diesel fuel
annually, We operate a wide range of equipment that is powered by conventional diesel
engines ranging up to 1800 horsepower. These engines represent some of the most
sophisticated technology produced in this country. However, we do not have any

operating experience with biodiesel fuel in our equipment,

Our goal each year is to produce lignite for our various customers that meet their quality
specifications and at the lowest possible cost. The lignite we produce to fuel energy
conversion facilities is the single largest operating cost they incur, At this time we have
no reliable data to use for accurately forecasting the costs associated with the use of
biodiesel in our equipment fleets. We estimate that our annual operating costs could

increase by as much as $2 million. That cost would be pasted on to our customer and

ultimately to the consumer.,

Therefore, North American respectfully asks this committee to support a do not pass
position for HB1390.




House Finance and Taxation Commitiee Testimony
HB1390

February 6, 2001

Paul Tokach — Butler Machincry Company — Caterpillar

Mr. Chairman and members of the Commitiee, my name is Paul Tokach and I am here
today representing Butler Machinery Company and Caterpillar Inc.  Butler Machinery
Company is the Caterpillar dealer for North and South Dakota and Caterpiflar is the

World’s fargest manufacturer of dicsel engines, construction and mining equipment.

While we recognize the importance of biodicsel to North Dakota’s agriculture industry,

Butler Machinery Company and Caterpillar opposes HB1390 for the following reasons:

1. We oppose the mandate of & specified fucl. We believe there should be a level
playing field for all fuels, allowing the end user to make a choice of fuel based on

performance and cost while meeting applicable environmental standards.

There is a lack of standards for biodiesel fuel. To date, the American Society for
Testing and Materials (ASTM) has only released a preliminary specification for

biodiesel fucl. Caterpillar only recognizes biodiesel fuel that meets ASTM PS121,

o

DIN51606 or Caterpillar’s own specifications. (See attachment “A™) This lack of

standards may result in lower quality fuel that could lead to dicsel engine reliability

issues.

3. As cnvironmental requirements become more stringent, diesel engine manufacturers
will be required to add afler-treatment devices to control emissions. The quality of
the diesel fuel is critically important to the operations and effectiveness of these
emissions control devices. Caterpillar does not currently emissions ~ertify its engines

{o use biodiesel,

Due to these concerns, Butler Machinery Company and Caterpillar respectiully request

this conmmiittee o support a do not pass position on HB 1390,




" CATERPILLAR Interoffice Memorandum

Plant/Office Department  Attention

Facllity MP&S - LC
Date January 15, 2001

Plant/Office  Maintenance Products & Services - LC

Department  Corporate Fluids/ MP&S

Attention

Subject: Caterpillar Position on _the use of Biodiesel Fuel

This document applies, within the stated limitations, to Caterpillar engines.

Magazine, Engine News and Truck Engine News articles, 1t will then be included in Caterpillar

"I‘he following biodiesel fuel specification is being released, It will first be published in Service
“Fluids Recommendations” and “Operation and Maintenance Manuals”,

Background:

With increased world interest in emissions and reducing the use of petroleum distillate based fuels,
many governments and regulating bodies encourage the use of biofucls, Governmental incentives
and/or environmental legislation to use biofuels may have an impact on the sales and use of
Caterpillar engines and equipment. This document outlines Caterpillars criteria and parameters when

using biodiesel fuel,

Biodiesel is a fuel that can be made from a varicty of sources, primarily from soybean oil or
rapeseed oil, Without esterification, these oils gel in the crunkcase and fuel tank and may not be
compatible with many of the elastomers used in today's engines. In their original form, these oils are
not suitable for use as a fuel in compression ignition engines, To use these oils as fuel, they must be
esterified. Alternate base stocks for biofuel may include animal tallow, waste cooking oils, or o

variety of other feedstocks.

Caterpillar has participated with the American Society for Testing and Materials (ASTM), and
arious technical socicties through their work with the University of Idaho in support of a “feedstock
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neutral” fuel specification strategy. As a result, ASTM has recently authored a provisional
specification for biodiesel, PS121, Caterpillar recognizes BioFuels meeting the ASTM PS121, DIN
51606 or the Caterpillar biodiesel specification (attachments A and B).

Caterpillar certifies its engines using the prescribed EPA and European Certification Fuels,
Caterpillar does not certify engines on any other fuel. It is the user's responsibility to use the correct
fuel as recommended by the manufacturer and allowed by EPA or other local regulatory agencies, In
the United States, the EPA allows use of only registered fuels for on-highway applications. A list of
certified biofuels in the United States can be found on the EPA website:
hitp://www.epa.gov/otag/regs/regs/fuels/additive/web-fuel .

It is the responsibility of the user to obtain the proper local, regional, and/or national exemptions
required for the use of biodiesel in any emissions regulated Caterpillar engine.

Warranty and the Use of Biodicsel Fuel in Caterpillar Engines

Caterpillar neither approves nor prohibits the use of biodiescl fuels. Caterpillar is not in a position to
evaluate the many variations of biodiese! fuels, and the long-term effects on performance, durability
or emissions compliance of Caterpillar products. The use of biodiesel fuel does not affect
Caterpillars materials and workmanship warranty. Failures resulting from the use of any fuel are
not Caterpillar factory defects and therefore the cost of repair would NO'T be covered by

° Caterpillar's warranty,

Rae Baum

Cotporate Fluids - MP&SG
LC2172

#6-5136
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Attachment “A”

R :ommendation for the use of Biodicsel Fuel in_Caterpillar Engines

For Caterpillar 3046, 3064, 3066, 3114, 3116,3126, 3176, 3196, 3208, 3306, C-10, €12, 3406, C-15, (-
16, 3456, 3408, 3412, 3500 scries, 3600 series, CM20, CM25 and CM32 engines: Biodiesel mecting

the requirements listed in the table, Attachment “B”, dated January 15th, 2001, or mecting cither
ASTM PS121 or DIN 51606, arc acceptable. They may also be biended in any percentage with an
acceptable diescl fuel, provided the biodiesel constituent meets the requirements outlined in the

Table prior to blending,

For Calerpillar 3003 through 3034, 3054 and 3056 engines; Biodicsel meeting the regriirements
listed in the table, Attachment “B", dated January 15", 2001, or mecting cither ASTM PS121 or DIN
51606, may be blended with an acceptable diesel fuel at a maximum of 5% biodiesel fuel blended
with 95% diesel fuel, The biodiesel must meet the requirements outlined in the Table prior to
blending. Use of more than a 5% biodiesel fuel can cause premature failures whose repair would not

be covered under Caterpillar warranty.

When burning biodiesel, or any blend of biodiesel, it is the responsibility of the user to obtain the
proper local, regional, and/or national exemptions required for the use of biodiesel in any emissions
regulated Caterpillar engine. When using a fuel that meets the specifications stated in Attachment
“BY, (dated January 15 2001), and when adhering to the following recommendations, the use of

biodiesel should pose no problems.

Recommendations:

» The oil change interval can be affected by the use of biodiesel fuel, Use Scheduled Oil Sampling
(SOS) to monitor the engine oil condition and to determine the optimum oil change interval,

> Biodiesel provides approximately 5-7% less energy per gallon of fuel when compared to
distillate fuels. To avoid engine problems when the engine is converted back to 100% distillate
diesel fuel, do not change the engine rating to compensate for the power loss.

» Elastomer compatibility with biodiesel is still being monitored. The condition of sculs and hoses
should be monitored regularly,

» Biodiesel fuels may pose low ambient temperature problems for both storage and operation. At
low ambient temperatures, fuel may need to be stored in a heated building or a heated storuge
tank. The fuel system may require heated fuel lineg, filters, and tanks, Filters may plug and fuel
in the tank may solidify at low ambient temperatures if precautions are not taken, Consult your
biodiesel supplier for assistance in the blending and attainment of the proper cloud point fuel,

> Biodiesel has poor oxidation stability. which can result in long term storage problems. The poor
oxidation stability qualities may accelerate fuel oxidation in the fuel system. This is especially
true in engines with electronic fuel systems because they operate at higher temperatures. Consult
the fuel supplier for oxidation stability additives.

» Biodiesel fuel is an excellent medium for microbial growth, Microbes cause fuel system
corrosion and premature filter plugging, The effectivencss of conventional anti-microbial
additives, when used in biodiesel is not known. Consult your fuel and additive supplier for

assistance,
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» Care must be taken to remove water from fuel tanks. Water accelerates microbial growth

» is naturally more prevalent in biodiesel fuels than in distillate fuels.

Attachment B’
To bo used with interoffice memo, “Caterpillar Position on the use of Biodiese! Fuel™
duted January 15, 2001, including “Attachment A"

- Water

Caterpillar Blofuel Speeificution
Property Test Method | Test Method Units CLmits ]
United States | International Fuel
Specific
] Praperties
Density @ 15°C ASTM D1298 | DINASO 3675 | wem™ [ 0.86.0 90
Viscouity @ 40°C ASTM D445 T DINASO 304 'mom®s | 4060 o
Flush Point ASTM DOT | TINASO 22719 | °CT 1100 min B
“Cold Filier Plugging ASTM D4529 [ DINENT16 O T
Summer 0
- Winter 0 below ambiem
Four Point ASTM D97 18033076 1*C o o )
- Summer -9 max
- Winter B -20 nipx
Sulfur Content ASTM D2622 [ 1508754 & wiight 0.07T max o
Distillation ASTM D160 | ¥8O 340 °C T
- 10% Evaporation ‘To Be Determined
90% Evapuoration 345
Carbon Residue, Conradson (CCR) | ASTM DIg8Y DIN/SO 10370 | % weight 0.5 max
Cetane Number ASTM D613 [ 1SO 5165 45 min
Ash Content ASTM D482 | DIN'§1575 [ mgikg 0.02 mux T
ISCO 6245 v{
Water Content ASTM DI796 | DINST777-1 | g/m’ 500 max -
1S03733
Particulate Matter DIN 51419 DIN 51419 15
Copper Corrosion ASTM DI3C | DIN/ISO 2160 No.1
Oxidation Stability ASTM D2274 | 1P 306 mod. mg/100mL | 15 max o
Esterification % volume 98.0 min
Acid Value ASTM D664 DIN 51558 mg NaOUl/g | 0.5 max
Methanol Content (5C Method DIN51608 | % weight 0.2 max
Monoglycerides GC Methad DIN 51609 % weight 0.8 max
Diglycerides GC Method DIN 51609 % weipht 0.2 max
Triglycerides GC Method DIN 51609 % weight 0.2 max
Free Glycutine GC Metliod DIN 51609 % weight 0.02 max
Total Glyeerine GC Method DIN 51609 % weight 1.2 max
Iodine Number DIN 53241 or | DIN 53241 or cglrg 110 max
IP 84/&1 IP 84/81
Phosphorus Content DGF (C-VI4 DIN 5144(-1 mg/kg 0.2
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Before the House
Finance & Taxation Committee
Presented by Dan Kuntz

HOUSE BILL 1390
BNSFE Raflway Company opposes mandating the use of bio-diesel fuel In the state,

Blo-diesel May Cause Operational Problems

Incressed fuel filter plugging
Decreascd ability to flow without “gelling” at cold temperatures
Increased oxidation of fuel leading to microbial growth and reduced shelf life

Casts a cloud over engine warrantics

Blo-diesel Wil Increase Costs for the Raflroads and Their Customers

e Diesel fuel is alrcady the second-largest operating cost for BNSF, at 13 percent. Only
labor costs more than fuel, BNSF annually loads approximately 3.7 million gallons

of diesel fuel in North Dakota.
e The railroad’s fuiel costs have already skyrocketed in the past year,
The annual fuel cost to BNSF in North Dakota would be nearly $1 million per ycar,

(Based on preliminary estimate of 5-cent/gallon cost increase)
o There would be additional costs associated with malfunctioning locomotives, stalled

{rains and repairs.
o These costs would be passed on to our customers.

Such a Mandate is Premature

» No adequate or conclusive studies on performance in this climate have been

conducted
o No infrastructure to insure adequate product supply
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Testimony
Fifty-Seventh Legislative Assembly
HB 1390

Chairman Carlson and members of the House Finance and Taxation
Committee. My name is Richard Ostlie, I serve as a Director on the
American Soybean Association (ASA) Board. | am here to voice my support
of HB 1390. Adding biodiesel to our current fuel supply is an important
viable economic benefit to North Dakota. Utilizing the resources that we
have available in our state right now is a wise healthy economic decision
that will benefit all, Other states have also seen the potential as well.
Minnesota, South Dakota, lowa, Kansas and Missourj are looking at the
same opportunities as we are here in North Dakota. Ithink that we all see
the need to eliminate emissions and create a healthier and safer environment,
It is not very often that we get such a great opportunity to stimulate
economic growth in agriculture, become less dependant on foreign energy
and create an environmentally safe product all at the same time. We, the
soybean industry, do many things at the national level to find new uses for
our own American grown soybeans. We, the ASA, are funded by soybean
producers across the US to find ways to increase the benefits of soybeans
and soybean products, Now that we have the product and the availability we

need the opportunity to get to the consumer. HB 1390 will allow us to do

just that.

Thank you.




Testimony presented to House Finance and Tax
HB 1390 Biodiesel Content of Fuels
Representative Pam Gulleson
Good Morning, Mr Chairman. It is my pleasure to introduce HB 1390, In
its original form, this bill would have incorporated 2% biodiesel into this states
fuel supply. In its original form, it would have placed North Dakota as a leader
in the embracing the use of renewable fuels in its fuel supply. | recognize that

those types of bold moves do not come easy. So, the bill in its present format

provides for an interm study which will allow us an opportunity to fully study the

issue. The supporters of this bill and I recognize that it is necessary to provide a
window of time in which we can answer concerns surrounding this issue and
better educate the public and legislators, and an interm study will provide us an
opportunity to do just that, The study will look at the economic impact of
biodiesel to producers and the states economy, engine warranty concerns, tax
implications, and the impact of Federal Encrgy Policy Act on diesel fuels, as well
as any impacts on the petroleum industry.

Biodiesel is the name for a varicty of fuels made from vegetable oils, such
as soybean or sunflower, or animal fats. The concept of using vegetable oil as a
fuel dates back to 1895 when Dr. Rudolf Diesel developed the first diesel engine
to run on vegetable oil. Dr, Diese! demonstated his engine at the World
Exhibition in Paris in 1900 using peanut oil as fuel. Biodiese! is the only
alternative fuel that can be used directly in any existing, unmodified diesel engine.
It provides superior fuel lubricity, even at very low blend levels. Because it has
similar properties to petroleum diese] fuel, biodiesel can be blended in any ratio
with petroleum diesel fuel. Paul Feyereisen from the State Fleet Service has been
incorporating biodiesel! into the fleet vehicles in Dickinson and Grand Forks on a

trial basis for the last two years with very satisfactory results. There is about an




I8 cent price differance between #1 and #2. In an effort to save money, they were
testing to see if they could use a blend of #2 fuel and soyoil as a winter additive.
They had positive results and plan to continue to incorporate it,

The advantages for introducing Biodiesel in this state are tremendous.
Producing biodiesel from soybeans and other domestic crops provides an
additional use for our oilsced crops, increasing revenue to our farmers. By adding
value 1o our product, we take it one step up the chain and create valuable jobs to
support the processing of the oilseeds into biodiesel. 1t is a domestically

produced, renewable resource that would allow us to be less dependant on foreign

petroleum for our nations fuel supply. 1tis biodegradable and meets the standards

for lower sulfur levels that the National Energy Policy Act will require by 2007,

There are a lot of positive reasons for supporting this study, but the most
important reason is because it gives us a huge opportunity to invest in this state

and its resources. 1 ask for your support for HB 1390.




Testimony
Flfty-Seventh Legistative Assembly
HB 1390

Chairman Wanzek and members of the Senate Agriculture Committee. My name
is Edmund Goerger, | serve as President of the North Dakota Soybean Growers
Association (NDSGA). | am appearing before you today in support of Engrossed HI
1390, This bill studies the wide spectrum of issues that proactively address some major
problems we are faced today.

I would like to focus on some facts and misconceptions about biodiesel. First of
all the cold flow properties or Cold Filter Plugging Point (CFPP) has been misinterpreted.
Extensive research and testing has been conducted to find out just how the CFPP is
- affected when biodiesel is added. It has been scientifically proven that there is not a
difference in the CFPP when normal cold weather precautions are taken. Examples of
normal precautions are blending #2 diese! with kerosene or #1 fuel, using additives and
fuel tank heaters. When a mixture of fifty percent #1 fuel and fifly percent #2 fuel with
up to a five percent blend of biodiesel was tested it proved that there were no significant
changes in the CFPP and it met standards set by the ASTM.

Anther point I would like to address is the myth that using biodiesel will void
engine warranties. The fact is that most major engine manufactures have formally stated
that the use of biodiesel up to a blend up to 20 percent will not void their parts and
workmanship warranty, In fact, it’s use is supported by some.

Engine manufactures do not warranty the fuel, they warranty engine components
and workmanship, If there is a problem with the fuel, it is the responsibility of the
refiner. Biodiesel along with conventional fuels are regulated by and comply with the

standards set by the ASTM (American Society for Testing Materials).




Why is It so Important to study the use of blodiesel?
The Federal government has a mandate to reduce the sulfir content in diesel fuel

by 97 percent by the year 2006. Removing the sulfur lowers the emissions

produced but also leaves the fuel without any lubricating ubility. Biodiesel is o

very effective non-toxic alternative to sulfur,

The Cetalne rating of biodiesel is higher then straight petrodiesel,

Some alternative fuels take as much energy to produce as they put out but
blodiesel produces 3.24 units of energy for every unit put into producing it.
That's like giving someone a dollar and getting $3.24 cents in change.
Biodiesel can make a seamless transition into the market place. There are no
changes that need to be made to the distribution and retail infrastructure or the
engines that burn the fuel,

The study of biodiesel in North Dakota is very important and can have a very

positive economic impact on the state,

Consuming the glut of soybean oil that is currently in storage throughout North
Dakota and across the nation along with making us less dependant on foreign oil are only
two of the numerous economic benefits that biodiesel offers. It is a safe renewable
source of fuel. The production of biodiesel in North Dakota can attract big business and
create new jobs within the state. Producing biodiesel creates a value added product for
the soybean industry in North Dakota.

With the highly publicized visit of our President, George W. Bush, some of our
state farmers, including members of the North Dakota Soybean Growers Association, had
the opportunity to sit down after the March 8" rally and talk to the president. Energy

Policy and the need to utilize alternative fuels in the U.S. was discussed with the




Prevident. President Bush strongly supports value added agriculture and the need to build
markets for American crops, with a focus on the demand e,

The Increase of soybean acres in North Dakota over the last ten years has been
tremendous.  Acreage has increased from under 500,000 acres ten years ago to an
estimated 2.5 million acres in 2001, That soybean crop is increasing the gross farm
dollars in the state. The higher gross dollars means more tax dollars (hat could be used to
improve and maintain our road system by consuming a North Dukota produced product,

We need alternative sources of fuel. Biodlesel is a safe, renewuble, home grown

product that is available right now. The benefits are huge the costs are sraall and it is the

right thing to do.
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Chairman Wanzek and members of the Senate Agriculture Committee. My name

Is Terry Goerger, [ am a soybean producer and serve as Chairman of the North Dakota

Soybean Councit (NDSC). I am appearing before you today in support of Engrossed HB

1390, The Study of adding biodicsel to our current fuel supply is an economically wise
decision. Not only is biodiese] the most economical means of alternative fuel available,
but the quality of diesel fuel is improved at a minimal cost while using a renewable
resource. Biodiesel is also the only fuel in the country that has completed a 3 year $2.2
million testing regimen on the national level.

According to the USDA we are looking at an estimated 2.4 billion pounds of
vegetable oll reserve, We nced to find uses for this surplus. Using biodiesel would utilize
that surplus. The point is, the supply is available right now, all we need to do is tap into
it. With the increasing soybean acres in North Dakota and across the United States the
oil reserve is only going to get larger which means we rannot afford to wait. Ulilizing
vegetable oil is economically positive, environmentally friendly and benefits North
Dakota’s economy and North Dakota’'s agriculture. This legislation is what the industry
and consumers need to become educated on biodiesel and how its benefits can attract new
business and jobs to the state and in turn benefit themselves. [ believe that North Dakota
currently has the ability to produce biodiesel with some conversion of equipment.

AgriOils in Carrington for example, could be easily converted to produce biodiesel

creating economic development.




Biodiesel can be blended anywhere between 2 percent (B-2) and 20 percent (3-20)
(20 percent being the most common) without any engine modifications. Biodiesel
produces approximately 80 percent less sulfur dioxide emissions and contains almost 100
percent less sulfur dioxide. Cleaner burning, Less emissions. It is also sale to handle and
transport since the flash point of bivdiesel is 300 F, which is 175 F higher than
petrodiesel (125 F) and is ten times less toxic than table salt.

At the 2% blend level there is no change in the jell point or cloud point us
compared to petrodiesel when using normal cold weather precautions. Engine
manufactures have formally stated that they will stand behind biodiesel as being a safe
and viable alternative for the lubricity problem created by removing sultur, It has higher
lubricity, it's better for engines and it’s better for consumers.

Adding the proper amount of an additive for lubricity is & concern when the
consumer has to do the blending. Having biodiesel available at the pump would not only
eliminate the need for consumers to put additives in their tank themselves but would

eliminate the chance of adding to much or to little. Simply put, it is safe, easy and user

friendly.

This referenduin to study the production and use of biodiesel in North Dakota is a
sound and wise investment for the state and the people. | believe this study will illustrate
the ease of implementation, seamless transition of biodiesel. Using biodiesel makes good
economical sense that will benefit North Dakota and North Dakota Agriculture. It is for

these reasons I support Engrossed HB 1390.
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The Honorable Terry Wanzek
State Senator
600 East-Blyd Ave
C@gnark ND 58506
T March 12, 2001

Dear Senator Wanzek:

| am writing in response to the development of the biodiesel resolution, which is being considered
by the North Dakota General Assembly. | understand that this resolution would authorize a
comprehensive study of the impacts of the implementation of a major biodiesusl program in North

Dakota.

The National Blodiesel Board (NBB) is a non-profit coordinating body for biodiesel research and
development in North America. Itis the foremost information clearinghouse of biodiessl ciata.
Over ten years and millions of dollars in investment, NBB has conducted, coordinated, or
cooperated with bhiodiesel development efforts around the world. NBB has developed a network of
contacts throughout government, the research community, and industry through an information-
sharing process in order to leverage maximum cooperation and effectiveness of efforts. This
stakeholder-coordination process provides directed focus of limited resources to minimize

duplicative efforts and maximize effective progress.

It Is to this end that NBB provides input to the resolution being considered by the North Dakota
General Assembly. If this measure Is approved, and properly img:emented, it could provide some
valuable data which could be used in the decision-making process in North Dakota, as well as
provide information which could be utilized by other stakeholders in industry, government, and
research groups. In fact, NBB s currently working with the US Department of Energy and the
alternative fuels committee of the Engine Manufacturer's Association (EMA) to further quantify the
use of blodiessel in various blend levels through documantation of real-world data.

If the impast study is approved, NBB wauld like to extend an offer to help North Dakota in this effort
by committing our erpertise, data, and resources toward the successful implementation of the
study, in order to maximize its effectiveness. We will do what we can to provide objective technical
data, relevant information about industry dynamics, and coordinated industry input. We will also
asslst in Identifying leveraged funding through federal grant opportunities.

If you or others in North Dakota have questions about NBB or our on-going efforts for biodiesel
development, don't hesitate to contact me at 1-800-841-5849 or visit our Web site at

www.biodiesel.org.

Sincerely,

J Sep Jobe
Executive Director
National Biodiesel Board
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Chairman Wanzek and members of the Agriculture Committee, T am Agriculture Cammissioner

Roger Johnson, | am here today in support of HB 1390, In its original form, this bill mandated a

. 2 percent biodiesel content in all diesel fuel sold in the state. Now, the bill comes to you from

the House as a study resolution on the use of biodiesel fuels,

As you are probably well aware, we are facing a time when agricultural commodities are at
record lows and fuel prices are escalating. Using biodiesel fuels provides a new market
opportunity to our state’s agriculture producers, in particular our soybean groweis. Increased use
of these fuels creates increased demand tor the commodity. With increased demand. ultimately.,
we will see an increase for the price per bushel for soybeans. The suggested 2 percent biodiesel
requirement equates to the use of more than two million bushels of North Dakota sovbeans.
According to USDA estimates, if the country sustained an annual market of 100 million gallons

of biodiesel, it would contribute a minimum of $.07 to the price of each bushel of soybeans. For




North Dakota, that translates into an economic impuet of approximately $5 million to our

pgricultural sector,

In addition, by providing an alternative to conventional ficls, we begin to combat these
escaluting fuel prices by sourcing our fuels in the U.S., or more importantly, here in North
Dakota, Qur country spends a considerable amount of money on petroleun imports, Lixpansion

of the biodiese) Industry lessens our dependence on foreign petroleum suppliers. With the

soybean industry in North Dakota on the rise, we can also consider a more direet ¢conomic

impact from establishing biodiesel production facilities here in our state.

When you look at the potential evonomic impact 1o both our state and our nation, | believe we
should support and take a leading role in the expunsion of the biodiesel industry. [ have attuched

an overview of biodiesel initiatives in other states as of March 2, for your information,

Chairman Wanzek and committee members, | urge a do pass on HIB3 1390, | would have
preferred to urge a do pass on the original bill, but a study resolution is arguably better than

nothing. I would be happy to answer any questions you may have.




State Bindiesel Initintives
March 2, 2001

The following overview represents a current snapshot of state biodiesel activities.
Actions change alrnost daily.

Arizona
House bill 2123 would remove existing restrictions on the use of brodiesel as a means for

public vehicle fleuts in Arizona to meet their requirements under state alternative fuel
programs. The measure would make biodiesel eligible for use in city bus fleets, and
allow fleets 1o achieve all, instead of just half, of their requirements using biodiesel. The
measure would provide a credit for cach 450 gallons of bicdiesel used, consistent with the
biodiesel use provisions of the Energy Policy Act.

Caiifornia
The state has inzluded biodiesel as an option in the proposed Heulth Risk Reduction Plan
for diesel emissions. Biodiesel is niso under evaiunation for use in electricity generation,

Connecticut

House Bill 6319 would add biodiese] to the listing of alternative fuels under the statutory
and regulatory scherne, thus, making it eligible to satisfy mandates and qualify for state
incentives,

Delaware
NBB responded to a request for information from the Delaware Secretary of Agriculture

and other officials in Februsry. Delaware policymakers are expected to introduce
legislation to provide excise tax relief on blends of biodiesel at the B-20 levei or higher.

Hawail

There are three pro-biodiesel bills before the Hawaii House of Representatives, House oull
1281 offers a procurement preference to biodiesel while House bill 1345 would provide a
tax incentive. House bill 661 sits mandates for biodiese] use in vehicles,

Ilinois
Policymakers plan to introduce legisiation to cut the state sales tax on biodiesel and

ethanol. The measure provides for 4 formula proportionate to blend level, which would
allow for an approximate 2 cent credit on each gallon of B100 used in a B2 blend.

Town

Senate File 9 would require B-20 fuel use in the heavy duty veldcles operatad by the lowa
Department of Trangportation fleet. The legislation also cails for biodiesel use in 15% of
vehicles starting July 1, 2001 and increasing to 100% in four years.




Kansas |
Members of the Kansas House and Senate are backing legislation that would require

some state vehicles to use fuels with a 2% biodiesef blend (B2).

Minnesota

House Bill HF0362 and its companion legislation in the Minnesota Senate call for the
inclusion of B-2 into the raajority of Minnesota's cliese! pool. incinding diesel used in on-
road and off-road motor vehicles. It would create demand for an estimated 16 million
gallons of biodiesel annuaily,

Nevada
The state recently implemented a temporary rule recognizing B-20 and B-100 that goes
into the B-20, as alterative fuels eligible to satisfy state mandates.

North Dakota
SB2454 wouid provide for a 2.1 cent state excise tax credit for each gallon of diesel fuel

containing at least 2% biodiesel. The bill has cleared the Senite on Feb 16,

House bill 1390 would fund a study of the econoinic, environmental, and technical
benefits to the state of implementing a statewiie program, which would utilize a 2%
blend of biodiesel as a renewable lubricity additivu in low sulfur diesei fuel.

Texas
House bill 788 would provide a 20-cent per gullon incentive to producers for the
production of biodiese| and ethanol for the first | 0 years of the piants’ production.

Utah

Following NBB’s presentation at a Salt Lake City meeting, the city comumitted to uge of
B-20 in at least 12 dump trucks and may add more. Biodiese! is also being considered for
vse in the 2002 Winter Olympics to fuel the 900 diese! shuttle buses that will be
operating to transport spectators to the events, Utah officials have requested that EPA
allow Utah to incorporate biodiesel into its State Implementation Plan to receive
emissions reduction credits..

Washington
Senate bill 492 would provide a 50% excise tax on blends of B20 or higher and offer a
50% tax credit for wnfrastructure development for biodiesel and other alternative fuels,




