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Minutes:

Meeting was called to order by Senator Holmberg, chairman. (#50) All members were present.

®
S Senator Holmberg reminded committee members that there would be time this week and next to

set up subcommittee meetings. They are to alert the clerks when their subcommittee are going to
meet, so that OMB and Legislative Council can be aware of it and agencies can also be notified. |
Hearing for SB 2008 Public Service Commission (#180).

Jon Mielke, Executive Secretary of Public Service Commission, and director of the

Commission’s Licensing Divislon and as the primary staff person on railroad matters. He was the
primary presenter on the budget for this bill. (Exhibit #1) Commissioner Susan Wefald and Leo

Reinbold were also present, Commissioner Tony Clark was unable to attend, lllona

Commission’s accountant were also present.
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J
Y

M"m}uﬂ’“h)QHAQQﬁJS(MMﬂ)h”,“”hlhw;wc*Au o

IR TN T
i P N N TR SRS ¢
! T e

- ’ it

-

- et At .

The miorographic Tmages on this film are accurate reproductions of records dalivered to Modern Information Systems for Mcroﬂ\nirf wd
. ware filmed 1n the regular course of business. Yhe photographic process mests standards of the Amerfcen National Standards Institute !
‘ (ANS1) for archival microfilm. NOTICE: If the filmed image above js less,legible than this Notice, ft is dus to the quatity of the ‘

dooumnt being {1 Lmed, :
(D00 D 1H-03

Date

Operator’s Signature

-




Page 2

Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

Mr. Mielke stated that this budget is a status quo. The Commission was not proposing any new

programs or asking for any additional FTEs,

The Commission’s area of responsibility has not changed in several years, these area include:

Regulation of telephone, electric and natural gas utilities; pipeline safety

inspections; Licensing

grain elevators and auctioneers; Testing and certifying weighing and measuring devices;

Overseeing coal mining; Eliminating hazards at abandoned mine sites; Siting power plants,

power lines, and pipelines; and Representing state rail interests in federal

proceedings.

While few changes in jurisdiction, the Commission has actually been immersed in a rapidly

chaining regulatory environmnent, some of which is mandated by federal and state statutory

changes and some of which is related to structural changes within the industries that the

Commission deals with, these changes are:

1, Federal telecommunication mandates, including the application by Qwest to enter the long

distance market and the ongoing oversight of the related wholesale telecommunications market.

2, State involvement with handling “slamming” complaints related to

service,

3. Restructuring within the nation’s electrical transmission grid.

long distance telephone

4, Performance Based Ratemaking (PBR) to provide efficiency incentives for regulated

utilities.

5. US Department of Agriculture moves to preempt state-provided farmer protections at

federally licensed grain warehouses.

6. Post 9/11 issuance and bond rate increases and related impacts on

grain warehouses.
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

7. Wind and coal power generation and grain warehouses,
All of these activities plus the Commission’s normal workload have made for some very busy
times, The Commission has taken part in several multi-state collaborative efforts to process
industry applications and to participate in federal proceedings. To process Qwest’s recent

application to the Federal Communications Commission to enter the long distance market, the

Commission joined forces with several other states. This approach made it possible for the |

Commission to take advantage of expertise in other states and to process the massive proceeding |

much faster and cheaper than would have been the case had the matter been handled alone. North

i Dakota was in the first group of nine Qwest states to receive this federal approval, J
In the area of electric rate regulation, the Commission has received recognition for its approach
to provide utilities with incentive based options to traditipna] rate of return regulation, Both Otter !

Tail Power and Northern States Power have taken advantage of this “Performance Based

N

Ratemaking” option-to the benefit of both their stockholders and their customers.

Traditional rate making procedures are still used for utilities that are not part of incentive-based

plans, The Commission processed two natural gas rate increase applications during the past

| biennium and its staff also initiated a rate reduction complaint proceeding on behalf of utility's
electric consumers. Work is also underway to investigate costs associated with wholesale
services that Qwest provides to other telecommunication companies.

The generation and transmission of electricity has been and will continue to be a topic of major

concern in North Dakota . The nation's need for electricity and North Dakota's ability to produce

this power put the Commission squarely in the middle of several ongoing proceedings. This

involvemnent is based on the fact that the Commission is responsible for setting both major
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

generating and transmission fucilities plus it must approve and oversee mining activities at coal
mines in North Dakotda. Another major concern is the transmission of electricity. The existing
wholesale transmission grid is being restructured and is running at near capacity. The
Commission has been heavily involved in regional and national discussions concerning this
structuring It is vitally important that this restructuring be done in a manner that does not
negatively impact North Dakota-based utilities, North Dakota rate payers or the state’s power
generating facilities. The Commission has 4.5 FTEs and one attorney who have been
undertaking these public utility efforts.

Restructuring has been a big part of the grain elevator industry in North Dakota for the past
several years and the Commission’s Licensing Division plays a major roll in this process. This
Division over;ees the licensing and bonding of alt the grain elevators and grain buyers in North
Dakota and processes all grain elevator insolvency cases. North Dakota's grain industry has seen
declining numbers and increasing capacities for nearly 100 years. At the present time, there are
about 425 grain elevators in North Dakota. They have a combined storage capacity of over 250
million bushels. The Wimbledon Grain Company insolvency was a major case for the
Commission last year, This case was especially complex because the company was licensed by
both the federal government and the commission, It was also difficult because the company had
purchased over $1 million worth of grain on an unsecured, credit-sale basis from farmers. In the
end, over $3 million was paid out to patrons of the elevator.

Among other things, the Commission’s Testing and Safety Division is responsible for ensuring
the accuracy of commercial weighting and meuasuring devices that are used in North Dakota,

Division personnel ran over 28,000 tests on scales and pumps during the last biennium, The
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003 |

Testing and Safety Division has also been working closely with the fertilizer industry to develop
cheaper and more accurate flow meters to dispense anhydrous ammonia, The utilization of this
equipment should be a great benefit to farmers and fertilizer dealers. The Commissioner's
Reclamation Division is responsible for permitting coal mine applications and for overseeing
mining and reclamation activities at North Dakota mines. There are four large and two small
coal mines in operating in North Dakota; they produce about 3! million tons of coal annually.

There are approximately 78,500 ucres of land under permit in the state. These acres are all

monitored by the Commission to ensure compliance with state reclamation laws, Another

e giviain o e aare L am

accomplishment of the Commission was the development of a system that allows the PSC to

accept and process a fully electronic coal mine permit application on a single disc, instead of 18

e g A 2

3 inch binders as in the past. The Commission has started a rulemaking case to purpose new

provisions that will allow mining companties to post letters of credit as the security for a

N S e e e g e

collateral bond. These rules are being proposed due to the high cost and limited availability of
surety bonds for mining and reclamation operations. The will give mining companies another
option for performance bonding. The Commission’s Reclamation and Abandoned Mine Lands
(AML) Divisions have a combined staff of 13 FTEs, primarily environraental scientists and
engineers with specialized backgrounds in disciplines such as hydrology, soils, agronomy and
range management. About 65% of the Reclamation Division’s budget comes from federal
sources while the AML Division is 100% federally funded. The vase majority of AML funding is
used to hire private contractors to eliminate sufety huzards at the worst of over 600 abandoned

surface and underground mine sites in western North Dakota,
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

About 56% comes from federal sources, 40% is general fund money and 4% is special funds, The
Commission generates about $1.2 million per biennium in income from statutory license and
inspection fees. Indirectly, this income covers about 30% of the general fund money that is
appropriated to the agency. The Commission's Public Utilities Division is the only regulatory
function within the agency that does not produce significant income to offset a major portion of
its cost of operations. The Commission has offered legislative proposals to increase fees related
to weights and measures inspection services (SB 212) and auctioneer and auction clerk licenses
(SB 2114). The Commission has also proposed the initiation of an annual registration fee for
public utilities (HB 1133). If the these measures are passed they will generate approximately
$256,000 in new income for the general fund. These are an attempt on the Commission’s patt to
make itself self-supporting. North Dakota is one of only a few states in the nation that supports
its public utility commission largely with general fund money, most are financed with some form
of direct assessment against either utilities or their customers. This may or may not be a matter
that the Legislature would like to study during the upcoming interim, The Commission recorded
nearly 2200 complaints and inquiries during the last biennium, most concerned traditional public
utility services but some involved matters such as grain elevator operations, mining and weights
and measures, The Commission maintains a web site for the public and industry to use to keep
them updated and informed. The site is being expanded and redesigned to make it more user
friendly.

Over 98% of the 1380 cases that were reported to the Commission, were processed without the
need for a formal hearing and nearly 2/3 were processed and closed in less than 30 days. Only 34

of these cases required formal hearings, several of which were mandated by state law.
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D The Commission’s staff has been reduced in size from 60 FTEs twenty years ago to 41 today,
despite very fow changes in jurisdiction, The Commission’s ability to function effectively with
less staff is a direct function of increased efficiency and staff experience, however staffing could
become a challenge in the future, mainly because many will be moving into retirement. The

! Commission feels it must begin to position itself to meet this challenge.
The last item the Commission wanted to discuss was a new item in the Governor’s executive

budget recommendation which relates to funding for the initial stages of a rail rate complaint

case. The Commission understand that the Governor is proposing that funding for this effort

came from the rail program created by Section 49-17.1-02.1 of the North Dakota Century Code,
North Dakota is among the highest rail rates on grain in the country. It costs more to ship corn
and wheat from North Dakota to Portland, Oregon than it does lowa, Kansas or Nebraska even

though the trip from North Dakota is several hundred miles shorter. It is estimated that North

T e e e kT it . TNt e et 4 P

Dakota’s annual transportation bill would be $50 to $100 million lowet if they had effective

competition for grain shipments. This is money that should be staying in the pockets of farmers

T PSR

and grain elevators, This would be a great economic boost for rural communities.

Because of changes in the federal rules on rate complaint matters, it is how believed that winning

a case now s a possibility. The federal Surface Transportation Board (STB) promulgated these
rules over 2 years ago, The rail industry challenged these new rules in federal court but the court
upheld the STB. (There is an article attached to the testimony). The new chairman has
questioned where there have not been more filing of rate complaint cases with the Board, Rate
complaint cases are more favorable now than it has been since the federal Staggers Ra'l Act was

passed in 1980, The Governor's budget recommendation contains $250,000 in non-general fund
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

T money to take the initial steps towards a possible rate complaint case before the STB, This

would be a collaborative effort involving the Commission, the Attorney General’s office, The
Upper Great Plains Transportation Institute, the grain elevator industry, and state farm and
comrnodity groups. It would also require the services of highly specialized legal counsel and
technical costing experts. This money would NOT fund an actual complaint proceeding. The
estimate would be in excess of $1 million dollars for the actual proceeding, Any decisions on
such an action would be made after this initial investigation and assessment is complete. This

“investment” would be huge to North Dakotans who would save $2.5 million for every one-cent

reduction in rail rates on wheat and durum. A 10-cent reduction would save North Dakotans $25
million per year. A 20-cent reduction would pump an additional $50 million into the state’s

economy each year, (attached to the testimony is a related fact sheet)

; :) Questions: (1780) f

Senator Mathern! Are the incomes projected with these other Senate bills and House bills on !
page 8, are they considered in this budget proposal before us? Or is that additional income?

Jon: Would have to let OMB answer this. All income we generate goes to the General Fund, it is

not a direct offset within our budget.

Sandy Paulson (OMB) responded that the Governor’s recommended budget is bused on their
current rates and that income goes directly into the General Fund.
Senator Mathern continued: If we passed SB 2112, for example, that would be income beyond

the Governor’s budget? Ms. Paulson responded: yes that is correct,
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

-‘} Senator Schobinger (#1888): What is the commission current role in regulating the railroad

o
"‘~~. ) Senator Schobinger: So you are saying that even if the Legislature wanted to run this through the

.........

industry and why shouldn’t this rail rate case not be run directly through the Attorney General’s
office?

Jon: Most of the Commission’s regulation control over the railroad was eliminated with the

passage of the Staggers Rail Act of 1980. Most of the regulations are now federal, the sta‘es still
have control over railroad crossings, to build a structure closer than is within safe limits, a
clearance zone around a rail line, But everything that has to do with interstate commerce and

rates rests with the Federal Surface Transportation Board, The reason for the Commission

et e S Pk e S e

brought it before the Governor and now the Legislature is that fact that the statues name the

Commissions specifically responsible for representing state shipping interests in Federal

e R il e e i St o

proceedings.

Attorney General office, we couldn’t ?

Jon: You could certainly change the law naming the PSC is responsible as the entity as
responsible for this matter. When the Commiission started working on this, they involved the AG
office and both worked together to bring the amount before you to have the AG staff involved,
Senator Schobinger: What is the estimate of the to:.! cost of the rail case might be to the

conclusion?

Jon: We think it will be over a $1 million doliars, but the money we are talking is for an initial

assessment, This will tell us whether we should be moving ahead or not. If there was a strong
case, we would try to negotiate a settlement first and try to avoid as many of those costs as

possible. If that was not possible, it could well exceed a $1 million,
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Senator Thane: (#2228) Is the Commission keeping up on the technology regarding the power
grid and the tremendous increases of power on existing lines?

Jon: The Commission has quarterly meetings with the major utilities we regulate including
MDU, Otter Power Tail and NSP. The Commission is monitoring this very closely.

Senator Christmann (#2349): 1, The $250,000 is that just information? Jon: This is correct, it

would be a very in depth investigation to see if the Commission had a case, Several aspects have

to be looked at before a decision could be made. Sepator Christmann: The abandoned mine site

work, is that beginning to be a bigger process each biennium, because the underground mines are
getting older and caving in more often? Jon: The problem has been a little more evident, the

mines are getting older, but the weather has been wetter and as that water makes it's way down

~ the surface, down into these underground mine workings, then the problems appear. Over 600

mine sites int western North Dakota have been found. Federal funds have not been released for ;
the program and these funds are an assessment paid on every ton of coal that is mines. Not as
much is coming back to us annually as we could use, Senator Christmann! the $6,1 million
income (page 1 of Budget)...what is that for? Jon: Federal funds going to mine program.
Senator Tallackson (#2804) Money was appropriated last biennjum for the rail rate issue, what
progress has been made? Jon; Commission did request funds, but it was not funded. There has
been no appropriation in the past for this. Some questions during the last session regarding
federal rules, New surfuce transport ion board rules will allow us to move forward, and the
Federal courts have acted so it is no fonger a hurdle, Because of the new rulings by the federal
courts we felt it was appropriate to come back and ask for the funds. Senator Kilzer (#2925),

The other alternative to moving grain is by trucking, is trucking regulated by the PCS the same
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Senate Appropriations Committee ,
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/\; way that rail services are? Is there involvement of the Interstate Commerce Commisston in
trucking? Jon: Trucking of intrastute was deregulated about 25 years ago, so there is no
intrastate regulation of trucking. Not aware of any regulation except weight & size and safety
requirements concerning the trucking of grain on a interstate basis. That is not regulated by what

used to be the Interstate Commerce Commission, now the Surface Transpiration Board. Trucking

is not very competitive once you get beyond the range of 200-250 miles. They just can’t
/ compete with the economics of rail transportation, Chart shown indicated that the 250 million
bushes of grain moved out of the siate, 83% moves by rail. Senator Thane (#3143) Major

concern of a lot of us in rural North Dakota is shuttle train concept and also negative impact it

B P VR SIS ISP VPR

not only have on country elevators but also the negative impact it's going to have on the roads

system that will feed those shuttle trains, A lot more trucks traveling greater distance, heavier

trucks. Where is the PSC right now on that issue? Jon: A huge concentration going on in the ;
country elevator industry, the number of elevators has shrunk from 575 in 1990 to about 425 ,
today. The top 25-50 elevators are probably handling 80% of the grain, so it is being |
concentrated more and more at fewer and fewer shipping stations and the latest and biggest of

those are the shuttle facilities which are capable of handling 100-110 cars at a time. The traffic

patterns are changing and the grain moving off the farms, rather than moving directly to the

nearest country elevator, are now moving 100 miles in any direction, rather than moving in single

axle and other trucks, it is moving in semi's, some are owned by farmers and some are owned by
commercial hailer's who are hauling directly off the farm. PSC has participated in some studies
with the Transpiration Institute. The DOT is taking the lead in those. There are some bills of

interim study being presented that address the entire issue of grain moving off the farm,
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Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

/\ Senator Krauter (#3361), Details of the Rail Rehabilitation Loan Program, What does it entail, it

is just a catch phrase? Does it mean the producers are going to pay for this? Jon: The PSC did
not indicate where the funds should come from when it asked for money for the rail rate study.
That decision was made through the Governot’s office to take those funds out of the Local Rail
Assistance Program (Rail Redhibition Loan Program). That program goes back a number of
years, when the federal government was making money available to states for rail rehabilitation

|
{ : projects. A lot of states made that money to make grants to rehab rail lines, North Dakota took a

different approach and make that money available to some elevators and some railroads on a loan
}

basis. And as those loans were repaid, that money became again to recycle through the program. i
| As the money was repaid, as Jon understood it, it went into 2 different pools of funds, The g
principal went back into a program that continues to be federal, the intercst went into a progtam %

‘Q that was strictly a state program, Now DOT and the state has two different funds to make funds ‘

available. The Governor’s plan is to use the state interest money to fund the rail rate project. So

this is money primarily be repaid by railroads who have taken out loans to do rehabilitation. A lot
of those projects are being done by the short lines in North Dakota, They have been the primary
participates of the program. Senator Krauter: Then it is not correct to say that it is being paid by

producers, it is being paid by that particular fund that is has the interest from those federal grant

dollars. Jon: That is correct. Senator Krauter: Do you have an accounting of that, like an ending
balance. Jon: 1 do not, that is a DOT program. DOT or OMB would have the details on that.
Question by Senator Bowman regarding the higher fees for auctioneers, Jon responded that it
was typical for the Commission to look at those fees set by statue when going into a Legislative

session, Especiully look at those fees that have not been adjusted in a considerable period of
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time, Question was raised last session asking why the PSC didn’t raise more fees to cover th

i Wiy
k.

eir

costs, An assessment has been done to see what the costs are to run different functions and the

auctioneers was one that came up again., The last change in fees was 1987, when it went from

$25.00 to $35.00, an increase of about 3%. Question from Senator Schobinger ((#3835) Just

clarification, did you say, Jon, that if this were to pass, it would be the railroad funding a

compliant against it’s self? Jon: The state would be using interest money that have been paid by ;

the railroad on loans that they took out. Senator Mathern (?) (The Vice chair did not call on

Senator) (#3931) Because of the benefit on North Dakota producers, would there be any

objection if we moved ahead on this $250,000 as an emergency measure? Jon: Iam not aware

for

any

of any opposition in the farming community. I think the sooner the better, the sooner we have the %

answers to our questions, the sooner we can make some decisions. Senatot Tallackson (#399

This “Call before you Dig” program, has that been successtul? Jon: It has worked very well,

7

there was some federal funding to support that, and the Commission does not run that program ;

directly but we get together with the utilities and the contractors in the state and they put

together some ideas for an advertising, It seems to be working very well Senator Robinson

(#4090): Some of the commodities groups expressed support of some moneys for the rail rate

issue, is that support still there? Jon: 2 years ago the main support came from the North Dak
Grain Dealers Association and the North Dakota Wheat Commission. The Wheat Commissi

here to speak on this, they found they spent way more money then they anticipated on the rul

oty
on is

| rate

case with the Canadian Wheat board. The Grain Dealers are still very much in support, they also

have people here to speak on this today.

Jon: Copies of the Biennial report on here if any of the members want one. (Exhibit #6).
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Other Testimonies:

Harlan Klein (Exhibit #2) (#4338): Vice chairman for the North Dakota Wheat Commission,
and the commissioner responsible for transportation issues. The North Dakota Wheat
Commission supports the appropriation, which includes $250,000 for the analysis of a rail rate
complaint, He states the same facts and figures previously stated on how much would be saved
by the farmers/producers/etc.

Lance Hagen, (No written testimony) (#4802) NDGGA and USDGA, in support of SB 2008
and appropriation of the $250,000 for the rail

Richard Schlesser(#4942) in behalf the North Dakota Farmers Union (no written testimony).
They are in support of SB 2208 and line item for the $250,000 for the rail rate relief. He wanted
to also state that this is a cooperative effort among farm organizations, commodities groups,
elevator industry, and several state agencies with the support of the Governor. There is a united
front to lead this and secondly the economic impact that will happen for our state.

Brian Kramer (#5199) (No written testimony) ND Farm Bureau, In support of SB 2008 line16
Section 2 of this bill, particularly rail rate issue. Would encourage the committee to pass this bill,

Steve Strepe, Executive Vice President of North Dakota Grain Dealers Association (#5200)
Exhibit #3. Stated his association's support of Section 2 of SB 2008. e also expressed concern
regarding the opposition of where the funds to finance the study were coming from. He stated
that the opponents of this transfer state that it will do great damage to branch line rehabilitation
or construction projects at new or existing industries, He wanted to remind everyone that we
should not have our attention diverted away from the multi million dollar problem of excess rates

and a chance to do something about them, by concerns of a few with an interest in leaving those

e
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/ funds where they are. He stated that $250,000 will rehabilitate only one or two miles of track,
depending on how much work is being done. Contract that with the tens of millions of dollars in
potential savings for thousands of farmers by reducing rates. That money then re-circulates in
our state’s economy. A one-cent reduction in the rate for wheat grown in North Dakota is $2.5
million, ten times the amount of money we are talking about in this bill for this purpose,

Senator Schobinger (#5388): Are the rates the same from Dickinson to the Northwest as they are ;

from Fargo to the Northwest? Or are those rates different? Answer: Don’t know what the rates

in his speaking, but it is not in his testimony). From a station in Western North Dakota the per

:

. . i

are today. A couple of examples in my testimony: top of second page (he refers to Berthold, ND 3
3

§

car wheat rate is $4250, as compared to #2850 for soybeans and corn to the Pacific Northwest in

54 car trains. At a BNSF station south of Grand Forks the rate difference is in the $800 per car - 1

\_)

- range. Revenue to various cost ratios are a measure of railroad profitability, On most rail most

rail movements of North Dakota wheat, these ratios far exceed the threshold of a potential

finding of unreasonableness. The bottom line is that we are being gouged on wheat rates, our
largest crop. Senator Robinson: (#5557): 2 years ago, the North Dakota Grain Dealers
Association was behind this issue, where do they stand now? Steve: The request 2 years ago was
for $100,000 and we said that we would put in $10,000 if the $100,000 was appropriated, and I

think we raised that to $20,000 and the Wheat commission talked about putting in soie money

| then too. Believe it or not, our Board of Directors decided that if that was necessary we would
mak. « contribution, but we don’t want to see funds reduced from the state and made up by us,
we would like to add to it if necessary, maybe this $250,000 won’t even be necessary, that is only

a figure that is going to be made available. Senator Robinson: There is 4 lot on the line here,

+ b ——
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j and I think we need a united front to get the job done. We are using millions and millions of
dollars, according to the testimony, so that it is extremely aggressive with all organizations,
Steve: We will throw that figure out to you, $10,000 or $20,000 and if there are others who want
to put money into this, that is there business, We would certainly encourage that,

Senator Thane: (#5806) 20 years ago they promised us great rate reductions if we went 52 car

unit trains, rate reductions disappeared, now they say we have to have 100 car . s anybody

holding them accountable for those promises that they made and then essentially have broken?

Steve: The railroad are pretty much free to set their rates were they want to and as Mr. Mielke

stated the process of challenging them through the Transportation Board has been difficult but
now it has been made easler and I guess you have to get to the point where you have to say

enough is enough. They just keep upping the ante for the required cars to get discounts and is

the size of these trains you have to have bigger elevators, so the sinaller ones disappear and then
grain has to be hauled greater distance by trucks over the road system. Senator Krauter (#6031)
Something that has not been talked about this morning is the wear and tear on the highway
system in North Dakota. (End of Side A tape #1)

Side B tape #1

Answer to Senator Krauter’s questions regarding wear and tear on highway system (#1)

The impact on the highways is great, because you have more traffic going to one place and the
numbet of elevators is going down all the time and the BN is encouraging people to build the 110
car shuttle tralns on main line ruilroads and giving them incentives to do it. Now it looks like we

are getting too many of them in the eastern part of the state, where the train territories are over
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lapping and people are asking where is all the grain is coming from. People feel compelled to
along with the new concept because that is what the railroad wants. Senator Krauter: What is my
competition out there? Iy there any competition? Answer: Not really, truck was mentioned
earlier, but how many trucks do you want to put on the road? For every railroad car, you have to
have 4 trucks. 110 car train you are going to put 440 more truck loads on the road. So the rail is
needed and we want the rail to be profitable but we don’t want them to be taking advantage of us

excessively in ND,

Dan Zink (? No sure of spelling) (#135) (Exhibit #4) No name on testimony. He is with the 2
Red River Valley & Western Ratlroad Company. It is a short line railroad, headquartered in f
Wahpeton, ND. A short line railroad is a small railroad usually serves a small territory or even i
- just a few railroad customers on light density branch lines, North Dakota is currently served by 3 i
'_) short line railroads, and these small companies serve mostly rural communities and primarily ’
agricultural customers in North Dakota’s rural areas, Short line railroads are a success story in i
North Dakota, Many of the communities would have lost rail service without the short line
service. Short line have invested millions of dollars buck in the tracks that they have taken over
and the main source of funding for these track rehabilitation programs is from the loan programs
that were described here today. The 3 shott line companies use these funds heavily since the
beginning of the program. Many miles of track on the State’s short lines have been rehabilitated
under this program. This rehabilitation is critical in keeping our rural communities and farmers
competitive by retaining this transportation outlet by rail, Without these rail lines, many
communities will lose economic opportunities when rail service is lost, We are not testifying

today as to whether or not the State should pursue a rate study or a rate case. The Governot of
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ND has the obligation to protect the economic interests of the State if he sees fit. The rate case
would not directly affect the short lines in North Dakota, since these short line do not establish
the rates that are in question. The short lines only make rates for local shipments, those that
originate and terminate on our system, The Red River Valley & Western Railroad is opposed to
the source of the funds that are proposed in the ND PSC's budget, and respectfully requests that

the proposal to conduct a study of a potential rate case be funded from another source, rather than

£ b St e S

from the FRIP program. We are also very concerned that if these funds are used to pay for the

study, then the funds for any actual rate case will also come from the FRIP account. This could

SUESETE NS S O .

severely impair the short line's ability to rehabilitate their track as these funds are expended on a

rail rate case. It does pot seem fair that the short line railroads, who have funded the FRIP

program by paying interest into the fund on loans for track rehabilitation, should be penalized by

using these funs to study a rate case, when the short lines do not even establish the rates that are

in question,

T e e R

Questions: (#410) Senator Krauter: What are the interest rates? Answer: North Dakota
established an interest rate about 5 years ago that would be ¥2 of prime or minimum of 3%, so
currently the rate is 3%. Because of the kind of work we do, it is difficult to get bank loans, etc,

North Dakota has been very generous in giving these loans to the short line railroads at such a

good interest rate.. Senator Thane (#480): Very proud of the short line service in SE North
Dakota, and I understand the opposition, but the Governor’s budget is very tight and is looking
anywhere and everywhere to try to find ways to come up with a balanced budget. Would you
want to make 4ny suggestions as to where that money would be found? Answer: If a rate case is

so compiling, *he beneficiaries should be willing and able to fund it. And the short line railroads
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are not the beneficiaries of the rate case, and with all due respect to the commodities groups, the
Grain Dealers Associations, and the Public Service Commission and the Legislature, we just feel
it is the wrong source of the funds.

Dan Kuntz (#612) (Exhibit #5) represents the Burlington Northern and Santa Fe Railway
Company. He wanted to make a point that serves as a short response to many of the accusations
made against the railroad in recent months. The rates charged to move North Dakota wheat
today are generally the same as they were at the end of 1981, the same year the federal
government partially deregulated rail rates. Not only have rates not kept place with inflation, they
are right about where they started. A chart (which is attached to Exhibit #5) showing the history
of rates charged to move wheat from Devils Lake to the Pacific Northwest, which we believe is
representative of BNSF’s westbound rats in North Dakota. As the bottom line on the chart
shows, there has been some fluctuation over the past two decades, with rates dropping to their
lowest point in 1986 and 1987, gradually rising back up until 1995, and then going back down to
whete they began, The top line shows where that rate would be had it risen in accordance with
the consumer price index: almost double what it is today. The same s true of the rates from
Devils Lake to Minneapoiis. At other locations, the story is almost exactly the same. Another
chatt (also attached to the testimony Exhibit #5) shows you the rate history from Devils Lake,
Minot and Gladstone to the Pacific Northwest, In each case, the current rat is within a few
doliars of what it was in 1981, In fact, the biggest variance is at Gladstone, where the per-car
rate is $144 lower . (All rates are based on the same size cars moving in 52- car units.) What's
more, during that time the ratlroad has spend enormous amounts of money to provide better

setvice to North Dakota grain shippers. For example, in the five-year period from 1997 to 2001,

ROV TRENY, 1
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/—w BNSF spent about $200 million in capital on track improvements in North Dakota, In addition,
the company spent $577 million to acquire new grain cars between 1990 and 2001, and more
than $3 billion to acquire more than 1800 new locomotives since 1996, So the full story shows
that deregulation has resulted in generally stable rates that lag far behind inflation and increased
capital spending by BNSF. Both benefit North Dakota’s grain shippers, As for the budget
request for the proposed study, BNSF is taking no position. In the past, the railroad opposed
requests to provide funding to pursue a complaint with the Surface Transportation Board. This
‘ year, however, the request is to fund only a study. For that reason BNSF will remain neutral on
the subject.
Questions: Senator Robinson (#943): The rates out of Western Minnesota are less than the rates
o from Western North Dakota, how do you explain that? Answer: Those are rates that were
} | \ diccontinued last July, they were temporary rates to address a particular market situation which |
was the short wheat crop in Eastern Montana and Western North Dakota. Those rates are not in
existence today., They may come back again because I'm not sure the market conditions won't
exist again, But those were temporary rates based on the market conditions that existed at that
time. Senator Robinson continued: We have other discrepancies, shipping out of lowa, and
North Dakota, cheaper from lowa than North Dakota going to the Northwest. Answer: Again,

there all sorts of considerations that go into establishing rates between otiging and destinations.

e — e

He feit that the committee needed to know that the Surface Transpiration Board and it’s
predecessor the Interstate Highway Commission does not object to differential pricing and rates,
that in itself will not win you a rate case. The railroads are given considerable latitudes in

meeting market rates and that is one of the things that an investigation will tell you, The railroad
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‘ would probably do one of their owns studies to present to the Surface Transportation Board if

this were to move into a rate case. Senator Robinson: It seems that day in and day out, year in and

year out, we are consistently high on rates, Our people are puying a premium for those rates, and

they are saying that something has got to give. All the arguments in the world don’t make any

sense when they are trying to make a living out on that farm and it getting more difficult to do it.
) Answer: I have been hearing these argumnents, and I grew up on a farm, All I can do is point to
you the information I gave to you today, that the rates we charge you are essentially the same as
20 years ago. Maybe the State views them a‘s high and that justifies the study. My point is that
the rates have not kept up with inflation and that they have been very stable over the past 20
years. Senator Andrist (#1225) What people what to know is what is fair? If you need more
' money, what is fair and why do western producers always have to pay for the eastern producers?
! When you compute the cost of shipment, I don’t think you computed the investments you require

the shippers to send millions and millions of dollars to make it more convenient for you to pick

up and deliver that grain. Answer: 1 understand your position, but 1 am here to point to you the

information that this not a situation where the railroad can not just charge what it wants as

evidence by the fact that these rates have stayed stable with respect with the investments that

et At

have been made by the shippers by the larger loading facilities, Each of rates come with a
discount, the shippers make the choice us to whether they want to invest in facilities that receive
those discounts. Senator Andrist: (#1404) So what you are saying is that the single care rate is

the same as in 19817 Answer: Ididn’t look at the single car rate because not much grain moves

to the West coast on that, but I think that is essentially the case. Senator Bowman: (#1454) The

example that you gave us was for 52 car rate, but by moving mote volume or the 110 rates, it is

[l B o
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probably more profitable for the railroad. Do they readjust that profitability in rates?

AnswerThere is a discount between the 52 car rate and the 110 car rate.  Senator Krauter

(#1601); When facilities are encouraged to go from 52 to 110 and they go through the loan, and
get the money, etc and then 5§ years down the road, they aren’t seeing those better rates, how do
we go back and how do we get some justification on this? When I look at the study, the Upper
Great Plains did, our cost to revenue ratlo, far exceed the 180%, how do you back yourself up?
Answer: We are not opposing the study, those are the questions that you will get from a study.
Sonia Meehl (#1807), Crete Grain Co,, owner and manager, Crete North Dakota. Representing
the very smallest company that is standing up in opposition of this. 1do not oppose the rail rate
study, 1 ami long time member of the ND Grain Dealers Association, I am a shipper on a short
line railroad, mainly the Red River Valley and Western, Iam a small family owned company.
The rail freight improvement funds have been very important to our short line to maintain viable
service into the out lying areas of their service territories. [ am a shipper and have been approved
for a loan from that fund, we are in the process of building a shuttle train facility, again one of the
smaller companies in the country that will ever attempt to do that, Those funds are very critical
to our total financing package, We do experience competition in our area, 1am not opposed to
the rail rate study, but 1 am opposed to the funding source. 1believe that the funds have been put
in place for improvement of rails, She didn’t see where there was any provision for the funds to
be replaced. She felt that these funds should stay in place for the purpose they were intended.

(Malfunction on Tape ended at #2179 with this testimony)

o

——

&

andards of the American Natjonal Standards Institute

\J e peoa

Operator’s S{gnature v
Date

mw;%




T

N

K

were f{lmed fn the regular course of business,

Page 23

Senate Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date January 20, 2003

Senator Krauter asked a question to OMB (Sandi) regarding where the funds were coming from?

Sandi replied that the funds were from the interest only. (This was not on the tape, but in my

notes).

With no other testimony, Hearing was closed on SB 2008,
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2008 - Votes
Senate Appropriations Commitee
Q Conference Committee ‘

Hearing Date Feb, 17, 2003 s

Tape Number Side A Side B Meter #
#2 X (,400 - 2510

Committee Clerk Signature ng/ﬂ &QMM S~
U

Minutes:

Senator Schobinger explained the amendments to SB 2008 which is the Public Service
Commission budget. Amendments are attached,

Discussion on various line items by the Senators.

Questions regarding the rail rate case. Legislative council cleared up the wording and what
would happen to any money that was won, if and when the case was heard.. PSC would not be
the benefictary of the case. Money would be awarded out the grain elevator, Wording is okay.
Senator Schobinger moved to accept amendments to the bill, seconded by Senator
Christmann, Voice vote was taken. Motion carried.

Questions regarding how these cuts will affect the agency, it was the PSC that came with these
cuts and they can still do the job they are required to do.

Motion by Senator Christmann, seconded by Senator Kringstad for a DO PASS as

AMENDED,
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R Roll call vote was taken, which is attached. Total: 12 yes, 0 no, 2 absent and not voting,

Motion carried. Senator Mathern will carry the bill to the Senate floor

AT A e e
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o~ FISCAL NOTE

) Requested by Lagislative Counci}
02/19/2003

Amendment to: SB 2008

1A. State fiscal effact: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.
2001-2003 Biennlum 2003-2005 Biennium 2005-2007 Blennium
General |[Other Funds| General |OtherFunds! General |[Other Funds
Fund Fund Fund
Revenues $o $0 $0) $0 $0 $0
Expenditures $0 $0 o $0 $0 $0
Appropriations $0 $0 $0 $0 $0 $0,

1B. County, clty, and school district flscal effect: /dentify the fiscal effect on the appropriate political subdivision.
; 2001-2003 Bieninlum 2003-2005 Biennium 2005-2007 Blennium

i School School School
Countles Citles Districts | Counties Citles Districts | Countles Citles Districts

\ $0 $0 $0 $o! $0 $0 $0 $0 $0

| 2. Narrative: [dentlfy the aspects of the measure which cause fiscal impact and include any comments relevant to
i your analysls.

This blll, as amended, does not provide for any statutory salary adjustments for the agency's three commissioners
~=  during the 2003-06 biennium. The Fiscal Note thal was prepared for the original version of this blll pertained strictly to
¢ the Impacts of statutory salary increases that were proposed for PSC Commissloners during the 2003-06 blennium
T (1% on 1/1/04 and 2% on 1/1/05). With these increases being eliminated, the flscal Impact is reduced to zero.

3. State fiscal effect detall: For information shown under state fiscal effect In 1A, please!
‘ A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
: fund affected and any amounts Included In the executive budget.

ﬁ; No Impact.

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

This blll, as amended, eliminates statutory salary Increases for the agency's three commissioners during the 2003-05
blennlum. Projected expendilures related to these Increases are, therefors, reduced to zero.

C. Appropriations: Explain the appropriation amounts, Provide detali, when appropriate, of the effect on
the blennlal appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Since this bill, as amended, ellminates statutory salary increases for the agency's three commissioners, no
appropriation Is required to cover Increased expenditures (which equal zero).

Name! Jon Mielke Agency: Public Service Commission
Phone Number: 328-4082 Date Prepared: 02/19/2003
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FISCAL NOTE

Requested by Legislative Council
12/24/2002

Bill/Resolution No.: SB 2008

1A. State fiscal effect: /dentlfy the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Blennium
General |Other Funds| General |Other Funds| General |OtherFunds
Fund Fund Fund
Revenues $0 $0 $0 $0 $0 $0
Expenditures $ $0 $5.261 $q _ $12681 $0
Appropriations $ $ $6,261 $ $12,661 $0)
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2001-2003 Biennium 2003-2005 Blennium 2005-2007 Biennium
School School School
Counties Citles Districts | Counties Cities Districts | Counties Citles Districts
$ $ $ $ $ $ $ $ $0

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

The information presented in this Fiscal Note pertains strictly to statutory salary increases proposed for PSC
Commissioners during the 2003-05 biennium (1% on 1/1/04 and 2% on 1/1/05).

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue lype and
fund affected and any amounts Included in the executive budget.

No impact.

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

Salary line item expenditures will increase by an amount equal to 1% of Commissioners' salaries on 1/1/04
and by another 2% on 1/1/05. The impact of these increases carry forward to the 2005-07 biennium,

C. Approptiations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts inclided in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Appropriation amounts are increased by an amount necessary to cover the expenditures mandated by the
statutory salary increases provided for by this bill.

[Name: Jon Mielke Agency! Public Service Commission
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38031.0102 Prepared bK the Legislatlve Councll staff for 4‘/&

Title.0200 Senator Schobinger
d Flscal No. 1 February 17, 2003

e PROPOSED AMENDMENTS TO SENATE BILL NO. 2008

Page 1, line 2, replace "and to amend and reenact section 49-01-05 of the North Dakota
Century Code," with "to provide for repayment of funding; and to declare an
emergency.”

Page 1, remove line 3

Page 1, line 11, replace "4,830,580" with "4,775,728"
Page 1, Iine 12, replace "1,232,261" with "1,212,261"
Page 1, line 13, reptace "45,011" with "35,011"

Page 1, line 17, replace "10,088,344" with "10,003,492"
Page 1, line 18, replace "6,084,744" with "6,074.179"
Page 1, line 19, replace "4,003,600" with "3,929,313"

Page 2, replace lines 1 through 10 with:

. ) "SECTION 3. REPAYMENT OF FUNDING. The public service commlission
s shall relmburse the state rall fund for any amounts transferred from proceeds that may
result from a successiul outcome of the rall rate study and rail rate complaint case.

SECTION 4. EMERGENCY. The rail rate complaint case line ltem In section 1
and section 2 of this Act are declared to be an emergency measure.”

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

Senate Bill No. 2008 - Public Service Commission - Senate Action
‘ EXECUTIVE SENATE SENATE

BUDGET CHANGES VERSION
Salarles and wages $4,830,680 ($64,862 $4,776,728
Operating exponses 1,232,264 20,000 1,212,261
Caplial assels 48,011 10,000 011
Grants 62,000 62,000
Abandoned mined lands 3,088,492 3,668,402
contractual services
Rall rate complalni cass 50,0 —— 260,000
Total afl furids $10,088,044 ($84,852) $10,003,402
L.ass aslimated income 8,084,744 {10,585) 6,074,179
Genaral fund $4,003,800 ($74,287) $3,028,013
FTE 41,00 0.00 41.00
)
l‘\-«--,/
Page No. 1 38031.0102
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document baing f1{imed.

Dept. 408 - Public Service Commission - Detall of 3enate Changes

DEGCREASES DECREASES DECREASES DECHEASES
REMOVES CHANQES FUNDING FOR FUNDING FOR FUNDING FOR FUNDING FOR
RECOMMENDED FUNDING EQUIPMENT OVER  EQUIPMENT LEGAL REFERENCE PROFESSIONAL
TN SALARY INCREABE1  SOURQE 2 $6,0008 UNDER $5,0004  MATERIALBS  DEVELOPMENT 6
; Salarles and wages ($62,852)
/ Operating expenses {$200) ($5,000) {$2,600)
Capltal assets ($10,000)
Grants
- Abandoned mined ands
contraciual services
Rall rate complalnt case
Total all funds {$62,062) $0 ($10,000) ($200) ($5,000) {$2,000)
Less estimated Income {18.665) 8,000
General fund {$34,287) {$8,000) ($10,000) ($200) ($5,000) ($2,000)
FTE 0.00 0.00 0,00 0.00 0.00 0.00
DECREASES 5
FUNDING FOR .
INFORMATION  DECREASES THE i
TECHNOLOGY SALARYLINE  TOTAL SENATE ‘
cos8Ts? ITEM 8 CHANGES !
Salarles and wages ($2,000) (854,862 :
Oparaling expenses ($12,800) 20,000 '
Capilal assets 10,000, !
QGrants ;
Abandoned mined lands :
contraciual services :
Rall rate complalint case —
Total all funds ($12,800) ($2,000) ($84,852)
Less estimated Income {10,665}
General fund {$12,800) ($2,000) ($74,287)
FTE 0.00 0.00 0.00
— 1 This smandment removas the Govemor's recommendation for stale employee salary Increases nd retains the recommended slate payment for
TN health insurance premiums, including the funding for the commissloner's salary increass.

2 This amendment changes the funding source from genaral fund 1o special funds from a projected Increass In Indiract cost recovaries from the
federal government.

3 This amendment decreases funding for Information technology equipment over $5,000.

4 This amendment decreases the funding for information technology equipment under $5,000,

6 This amendment decreases funding for legal divislon refsrence materlals,

6 This amendment decreases the funding lor informatlon lechnology professional development costs,

7 This amendment decreases funding lor information lechnology programming anr support cosls for web dala base development.

8 This amendment underfunds the salary and wages line tem by $2,000.

A sectlon Is added making the $250,000 transfer and related appropriation from the state rail
fund to the Public Service Commission for costs assoclated with the inltial stage of a rall rate
complalnt case an emergency measure. [t also requires the Public Service Commission to

tepay the stale rall fund from any proceeds of a successful outcoms of the rall rate complaint

case.

Page No. 2 38031.0102
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Date: %7/ 63

Roll Call Vote #: [

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. d’; 00 g

Senate  Appropriations Committee

Check here for Conference Committee

Legislative Council Amendment Number
Action Taken dv() pass a/VY\UV\d‘Q«L ,

‘ -
Motion Made By OJ(\!\A/QﬁYV\MN\J Seconded By KAUYW! %Jb

Senators

g
&

Senators

Senator Holmberg, Chairman

Senator Bowman, Vice Chair

Senator Grindberg, Vice Chair
[} Senator Andrist

Senator Christmann

Senator Kilzer

Senator Krauter

Senator Kringstad

Senator Lindaas

Senator Mathern

Senator Robinson

Senator Schobinger

Senator Tallackson

Senator Thane

PN REKR] (9

Va
Total  (Yes) [ A No

Absent 9\
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N REPORT OF STANDING COMMITTEE (410) Module No: SR-31-3076

February 18, 2003 12:42 p.m. Carrier: Mathern
Insert LC: 38031.0102 Title: .0200

REPORT OF STANDING COMMITTEE

S SB 2008: Appropriations Committee (Sen. Holmberg, Chalrman) recommends

! AMENDMENTS AS FOLLOWS and when so amended, racommends DO PASS
(12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING). SB 2008 was placed on the Sixth
order on the calendar.

Page 1, line 2, replace "and to amend and reenact sectlon 49-01-05 of the North Dakota
Century Code," with "to provide for repayment of funding; and to declare an
emergency."

Page 1, remove line 3
Page t, line 11, replace "4,830,680" with "4,775,728"
Page 1, line 12, replace "1,232,261" with "1,212,261"
Page 1, llne 13, replace "465,011" with "35,011"
Page 1, line 17, replace "10,088,344" with "10,003,492"
Page 1, line 18, replace "6.084,744" with "6,074,179"
Page 1, line 19, replace "4,003,600" with "3,929,313"
Page 2, replace lines 1 through 10 with:
"SECTION 3. REPAYMENT OF FUNDING. The public service commlssion

AN shall reimburse the state rall fund for any amounts transferred from proceeds that may

result from a successful outcome of the rail rate study and rail rate complaint cage.

SECTION 4. EMERGENCY. The rall rate complaint case line item In section 1
and section 2 of this Act are declared to be an emergency measure."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

Senate BIll No. 2008 - Public Service Commission - Senate Action

EXECUTIVE SENATE SENATE

BUDGET CHANQES VERSION
Salaries and wages $4,830,580 ($54,862 $4,776,728
Operating expenses 1,232,281 20,000 1,212,264
Caplal asssts 46,011 10,000 36,011
Qrants 62,000 82,000
Abandoned mined lands 3,688,492 3,068,492
contractual services
Rall rate complaint case 260,000 —_— 260,000
Tota! all funds $10,088,344 ($84,8562) $10,003,492
Less estimated income 6,084,744 10,665 8,074,178
Qeneral fund $4,003,800 ($74,287) $3,920,313
FTE 41,00 0.00 41.00
) Dept. 408 - Public Service Commission - Detall of Senate Changes
DECHEASES DECREASES DECREASES UECREASES
REMOVES CHANGES FUNDING FOR FUNDING FOR FUNDINGFOR  FUNDING FOR
(2) DESK. (3) COMM Page No. 1 SR.61.3078
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N REPORT OF STANDING COMMITTEE (410) Module No: SR-31-3076

February 18, 2003 12:42 p.m. Carrier: Mathern
Insert LC: 38031.0102 Title: .0200

RECOMMENDED FUNDING EQUIPMENT OVER  EQUIPMENT = LEGAL AEFERENCE PROFESSIONAL

. SALARY INCREASE 1 SOURCE 2 $6,000 % UNDER $5,0004  MATERIALS DEVELOPMENT 6
Salartes and wages ($52,862)
Operaling expenses {$200) ($6,000) ($2,000)
Capital assets 1$10,000)
Granls
Abandoned mined lands
coniractua) services
Rall tate complalint case — — —
Total alf tunds ($62.862) $0 ($10,000) ($200) ($5,000) {$2,000)
Less estimated incoma 18,566 8,000
Qaeneral fund ($34,287) ($8,000) ($10,000) ($200) {$6,000) {$2,000)
FTE 0.00 0.00 0.00 0.00 0.00 0.0¢
DECREASES
FUNDING FOR
INFOAMATION  DECREASES THE
TECHNOLQQY SALARY LINE TOTAL SENATE
COSTS 7 ITEM B CHANQES
; Salarles and wages ($2,000) ($64,862
Operating expenses ($12,800) 20,000;
[ Capltal assels 10,000
Grants
Abandoned mined lands
contraclual services
Rall rale complaint case A
Total all tunds ($12,800) ($2,000) {$04,862)
Less esiimatod income (10,565}
Qeneral fund {$12,800) ($2,000) ($74,287)
FTE 0.00 0.00 0.00
1 This amendment removas the Govermor's racommendation for slale employee salary increases and relains the recommended state payment lor
:«"“x.\ health Insurance premiums, including the ftinding for the commissioner's salary increase.
o /
! st 2 This amendmant changus lhe funding solsrce from general fund lo special funds trom a projected Insreass In indirect cost recoveries from the
: foderal government,
} 3 This amandment decreases funding for Informatlon tachnology aqulament over $6,000.
! 4 This amaendiment dacreases the tundlng for Informatian technology squipment under $5,000,
6 This amendment dacreasas funding for legal division reference malerials.
8 This amandment decreases the lunding lor Information technology protassional devalopmant cosls,
7 ‘This amendmant dacroases flunding lor Information tachnology programming and suppott cosls for web data base davelopmant,
8 This amendmeni undariunds the salary and wages lina llem by $2,000,
A sectlon Is added making the $250,000 transter and related appropriation from the state rail
fund to the Public Service Commission for costs assoclated with the initlal stage of a rall rate
complaint case an emergency measure. It also requires the Public Service Commission to
repay the state rall fund from any proceeds of a succassful outcome of the rall rate complaint
case.
..... s
(2) DESK, (3) GOMM Page No. 2 $1-31.3076

o\ kb, o ..

; this 4ilm are accurate reproductions of racords delivered to Modern Information Systems for microfiimi ond Q{
Hit LS:,M‘f?TﬁﬁQn‘,",}'ihLm?ggﬁtiﬁ course of bustineas, 1hcpphotographic process meats stendards of the American Natfonal standards Inut tu't‘e 46\
4 (ANS1) For archival microfilm. NOTICE: 1f the filmed Smage above {s less.legible than this Notice, ft {s due to the quality of the &

Moo document being f1(med, & M_}TQ‘W 0L \f;‘ | (; /7)‘ (G / - )2 /h A3

Operator’s Signature Date




K AL R

.;'\
N

W

" |

SN
""" S 2003 HOUSE APPROPRIATIONS
SB 2008
\
*«-W’

The micrographie images on this f1ln are accurate reproductions of record:r elivered to Modern Information Systems for microfiiming end
Wore filmed {n the regular course of business., The photographfc process nwety standards of the American National Standards Institute
(ANSI) for archival microfflm. NOTICE: If the filmed tmap. above Js less, logible than this Notice, ft {s dun to the quality of the

document boing f{lmed. e ,
Iy Cona sy ) (¢ VW%

Operator's Signature Date

“}

_—



BUE 2N

ﬂ\

2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. $B 2008

House Appropriations Committee
Government Operations Division

Q Conference Committee

Hearing Date March 4, 2003

Tape Number Side A Side B Meter #
| XX
2 XX XX

/ -
A -
Committee Clerk Sigr@yﬁ(%w Ml \

J. Mielke, Executive Secretary of the Public Service Commission shared written testimony in

Minutes:

o |6"'~\
{

.

support of SB 2008. In response to a question from Rep. Carlson he advised the committee
they no longer have the authority to move money within a revolving fund, $125,000 is available
to use on a utility rate case.. The Evaluation Fund is no longer a revolving and is a capped fund.
In reference to the dues and professional development line item he shared the National
Association of Regulatory Utility Commission meets regularly to discuss national trends, The
annual dues for this organization is $54,650,

Rep. Koppelman asked about the 8% increase and 1 less FTE,

Mike Deller, Director of Accounting, advised the committee the retired position was a federal

position and the salary incicase of 2 & 3 % was from the last biennium. He will follow up to this
in writing,
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Page 2

Government Operations Division
Bill/Resolution Number SB 2008
Hearing Date March 4, 2003

Public Service Commissioner, Susan Wefald added the dues and professional fee's also
include registration fee's to attend conferences,

Rep. Warner requested a business and fiscal plan on the Rail Rate Complaint, Mr. Mielke will
provide a written response. He also advised the committee the ND Grain Dealers are willing to
include some funding in this effort,

Rep. Kroeber asked where the $250,000 is coming from for this effort.

Sandy, OMB advised the committee the Railway Rehabilitation fund is located in the DOT
budget. 1.6M balance is currently in the fund which is federal dollars, The interest becomes
state money. The current interest revenue $984,000. She will provide additional written
information,

Steve Kahl, ITD director advised the committee I'TD purchases will be made in the next couple
of months. Servers are being replaced along with the upgrading hard drives and memory. His
department will be explained to Windows XP to address time and function issues. They will also
be addressing load problems from Enginecring and Scientific areas, The reserve some
computers for training instead of surplusing,

Mike Deller, they anticipate a 30,000 turn back. They are hoping it maybe twice that, bis
department tries to be very conservative,

Illona Jeffcoat-Sacco in response to a question rom Rep. Timm stated the cost of natural gas is
determined by supply and demand. The commaodity portion is not monitored by Federal or State
entities. No one is monitoring the profit levels of natural gas, we monitor the distribution,
Steve Strege, ND Grain Dealers Assoctation shared writlen testimony in support ol SB 2008

and the rail rate complaint, We feel there is @ monopoly, There isn't competition that’s why we
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Paul Thomas, ND Ag Coalition provided written testimony in support of the Rail Rate Case and
SB 2008
Brian Cramer, ND Farmer Bureau shared written testimony in support of SB 2008,

Hearing no further testimony the Chairman closed the hearing,
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Page 3 !
Government Operations Division
Bill/Resolution Number SB 2008
Hearing Date March 4, 2003
; need better regulation, This has been a problem since statchood but with consolidation of the
railroads the problem has increased.
Neil Fischer, ND Wheat Commission shared written testimony in support of SB 2008 and the
Rail Rate Complaint Case.
Rep. Warner asked if Montany, being they are also effected by this, would be interested in a
Joint venture,
Neil Fischer They are taking an active approach, I think they would be interested in a joint effort.
Rep. Glassheim asked what has help up this endeavor?
Neil Fischer the change in environment, we didn’t have a place to go, the timing is better now.
Rep. Kroeber would the wheat commission be willing to get involved?
Neil Fischer we have always been very active with these issues. Last session we offered some
_MM).\
i \
R Seed money, we are currently involved in the Canadian trade issue, which is tying up many of
our
Resources,
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2008

House Appropriations Committee
Government Operations Division

(1 Conference Committee

Hearing Date March 17, 2003

Tape Number Side A Side B Meter #

Committee Clerk Signatd@j{ K) ﬁ//f:}%ﬁ MW[%- .

Minutes:Committee Work

Rep. Warner explained Proposed Amendment 38031.0201 to the committee. This amendment
deals with efficiencies and inspections.
Jon Meilke, PSC his department welcomes the amendment this study would pull agencies

together and educate us all to see where the efficiencics lie.

Gloria Gelger, PSC shared the amount available under the “Call before you Dig"” is $50,000, on

the average we reccive $30,000.

Rep. Kroeber currently this is approximately 50/50 general and special funds. Is possible to turn

this to a special fund ageney.
Jon Meilke, PSC Fee's and services would generate money to offset, interim revenue to offset
approximately 3M, there could be u possible tax assessment on ulilitics, comparative with other

stites.
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Page 2

Government Operations Division
Bill/Resolution Number SB2008
Hearing Date March 17, 2003

Rep. Timm $250,000 appropriation for a study to determine if there would be a need for a
lawsuit, then |M to sue.

Jon Meilke, PSC, That’s correct, we may have to focus on a particular shipper, This
determination is needed to decide which direction is needed. The prep work would be completed
with the $250,000, the source of the IM is yel to be determined, other entities may join our
effort,

Rep. Skarphol asked receives the $250,000

Jon Meilke, PSC the PSC budget, we would sent out bids/proposals to Attorney General and the
private sector, The Attorney Generals office does not have the specialty to do the work, we may
have to go out of state. This cost includes Phase I negotiations. In response to a question from
Rep. Koppelman The Grain Dealers Association would benefit, but the biggest benefactor will
be the farming industry. Reduced rates equal higher prices for the farmer. No one in the farm
median has stepped forward to financially contribute, Should we win judgment costs maybe

recovered to reimburse the fund.
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2003 HOUSE STANDING COMMITTEE MINUTES
1 BILL/RESOLUTION NO. SB 2008

House Appropriations Committee
Government Operations Division

3 Conference Committee

Hearing Date March 24, 2003

Tape Number Side A Side B Meter #
3 XX XX
/
Committee Clerk Sign@/ ol

Minutes: Committee Work / d

, ; N Rep. Koppelman reviewed the PSC response dated 3-24-03, discussed the private secvor

‘ contribution to the Rail Rate complaint,

)

Rep. Carlisle asked if there maybe a private sector contribution,

!

Rep. Warner | think especially in the 2nd phase,

Rep. Koppelman offer discussion regarding the recommendation to include the private sector
into the funding, finding $50,000.
Rep. Carlisle we could add intent language,
Rep. Skarphol and Timm concurred,
Rep, Warner noted the PSC was concerned with numerous small donors and the issue they may
bring,
Rep. Skarphol Language could address that too, leave the contributor and end open,

!
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Page 2

Government Operations Division
Bill/Resolution Number SB 2008
Hearing Date March 24, 2003

Rep. Glassheim commented, Someone is going to have to sec this, PSC doesn’t seem to be the
one to spearhead the project.

Rep. Koppelman I don’t think we'll have to see this but make it clear the PSC is driving the
force.

Rep. Carlson in reference to the Rail Rate issue. Small railroads use this money to keep those
abandoned line running and maintained, there’s 2 - 3 companies involved, Ithink we're raiding
a fund again and I won’t support it.

Rep. Koppelman These are the proceeds from the loans taken from those entities.

Rep. Kroeber This is a revolving loan fund, the interest is the fund, (see loan history handout)
This might be appropriate use of interest.

Rep. Carlson One fund is available to access money, we are using it to sue. They paid back
their loans, it a heaithy fund.

OMB requests are larger than 250,000 balance, the current fund balance is 2.4M instead of
granting it out, we use it for loans.

Rep. Carlson shared his e-mail from Red River Valley Western Railroud, (see letter) Montana
spent 14 years fighting a rate case, they finally dropped the case. Small communities are going to
lose their railway lines.

Rep. Koppelman was this fund for small railroads only?

OMB This is a DOT fund. I will get more information . (see written response form DOT)

Rep. Warner moved on amendment 0201, second by Rep. Kroeber

Rep. Ttmm This focuses the inspections to PSC

© s e  Sr——

The miorographic {magas on this £{im are accurate reproductions of records delivered to Modern Information Systems for microfiiming and
were filmed fn the regular course of buniness. Yhe photographic process meets standards of the American National Standards Institute
(ANS1) for archival microfilm, NOTICE:t 1f the f{imed image aboveja (ess,tegible than this Notice, it (s due to the quality of the

document befng f1lmed. k F
[t LP

20 QAL AEN

Operator/s Signature

e I 1D

Date

¥

.41



: g‘&%&'

The mierographic Images on this £ilm are acourate reproductions of reco ! | 4
rds delivered to Modern Informa
(med {n the regular course of businass, The photographic process meets standards of thenArn:rlz:L%nNsay:!tml f::amgggs'll:;t tdtm: é

(ANSL) f (
docungntot';o?;;h:\(fr}mg.‘cmf“m' ROTICE: If the filmed image above s lesa, legible than this Notice, ft {s due to the quality of the 4!

were f{

"'-’\? ﬁ;ai:'ﬂ

Page 3

Government Operations Division
Bill/Resolution Number SB 2008
Hearing Date March 24, 2003

Rep. Warner | want (o do this without prejudice and place the inspection with the best agency
fit.

Rep. Koppelman Do you want rewording to note best agency vs. PSC.

Rep. Warner it’s open ended enough to be adjusted.

ROLL CALL VOTE 9YES 0 NO 0ABSENT MOTION CARRIES

Legislative Council reviewed 38031.0202 amendment

Rep. Koppelman meved a DO PASS on Amendment .0202, second by Rep. Skarphol
ROLL CALL VOTE 8YES 1NO OABSENT  MOTION CARRIES

Rep. Koppelman moved a DO PASS AS AMENDED ON SB 2008, second by Rep.

Thoreson,

ROLL CALL VOTE 8YES 1NO OABSENT MOTION CARRIES
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2008
House Appropriations Committee
Q Conference Committee

Hearing Date 04-02-03

Tape Number Side A Side B Meter #
1 X 4.7-23.0

Committee Clerk Signature/y Z/ua '5/"%'
o V4

Minutes:
Chairman Svedjan Opened SB 2008 for discussion. A quorum was present.
o Rep. Koppleman [ move amendment .0204 to SB 2008. 2nd by Rep. Carlisle.

Rep, Koppleman On the rail raté complaint case we authorized $250,000 in spending, but
required $50,000 to come from the private sector.

Rep. Aarsvold Who'll bring this case?

Rep. Kerzman Who contributes to the state rail fund? Is it the private sector?

Rep. Koppleman It was federal dollars,

Rep. Wald Are all inspections revenue generating?

Rep. Warner The fixed costs are covered, but the administrative costs aren’t and that’s where
the expenses come in.

Rep. Carlson 1objected to the lawsuit for a couple of reusons. Montana gave up their suit of 14

years, We are tuking the money from the wrong place,
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House Appropriations Committee
Bill/Resolution Number SB 2008
Hearing Date 04-02-03

Rep. Glassheim There will be money for short-line loans even if we do this,

o~

Motion Carries

Rep. Koppleman [ move a Do Pass As Amended. 2nd by Rep. Carlisle. Motion Carries

18-2-2. Rep. Koppleman will carry this bill to the floor,
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38031.0201 Prepared by the Legislative Councl! staff for

Title. Representative Warner
March 14, 2003

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2008

Page 1, line 2, after "funding” Insert *; to provlide for a leglslative council study"

Page 2, after line 3, insert:

"SECTION 4. LEGISLATIVE COUNCIL STUDY - PUBLIC SERVICE
COMMISSION DUTIES AND FUNDING. The legislative councl! shall consider studying
during the 2003-04 interim the feaslbility and deslrabllity of transferring inspection and
standards functlions conducted by various state agencles to the public service
commission, Including the potential cost-savings and efficlencles that may be realized
hy tralning and certifying employees to conduct muiltlple inspection dutles. In additlon,
the study, if conducted, shall examine the feasibility and desirabllity of funding the public

service commission entirely from speclal fund revenue sources.”

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
Dept. 408 - Public Service Commission

This ameridment provides for a Leglslative Council study to examine the possibility of
consolidating vatious Inspection duties within one agency, the Public Service Commission, and

! 3 to determine the feasibllity and desirabllity of making the Public Service Commission a speclal
Som? funded agency.

Page No. 1 38031.0201
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