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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. $B2311
Senate Finance and Taxation Committee

Q@ Conference Committee

Hearing Date February 5, 2003
Tape Number Side A Side B Meter #
X 1-2948
Committee Clerk Signature WMJ
\
Minutes:

Senator Urlacher opened the hearing on SB2311. All committee members are present. This bill
relates to creating and establishing an oil and gas research council.

Senator Wardner (mtr #5470) - Primary sponsor of the bill. Introduced the bill and explained the
intent, also clarified the purpose of the trust fund. Referenced Exhibit A handout.

Senator O’Connell (mtr #45) - Testified in support of SB2311.

Senator Bill Bowman (mir #163) - Testified in support of SB2311.

Bob Harms, Counsel to Governor Hoeven (mtr #310) - Testified in support of SB2311. Written
testimony is attached.

Senator Tollefson (mtr #680) - Asked a question regarding the oil reserve, oil production, price
and the relationship with this proposed council.

Mr, Harms (mtr #750) - This council will be educational,
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Senate Finance and Taxation Committee
Bill/Resolution Number SB2311
Hearing Date February 5, 2003

Ron Ness, Executive Director of the ND Petroleum Council (mtr #855) - Testified in support of

|
|

SB2311, Written testimony is attached

Senator Seymour (mtr #1597) - Question about the recipient of the revenue from the sale of oil,
Who is the employer?

Mr. Ness (mtr #1620) - 148 oil companies in the state, listed various 0il companies.

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

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

Senator Tollerfson (mtr #1951) - Questioned a reference to the Lignite Council an estimate of
reserve funds,

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

Lynn Helms, Director, NDIC Oil & Gas Division (mtr #2112) - Testified in support of SB2311,

Written testimony is attached.

Senator Utlacher (mtr #2573) - What percent of oil reserves are on reservation land?

Mr. Helms (mtr #2584) - Reservation lands hold significant oil reserves. Have not been tapped.
Senator Seymour (mtr #2633) - Has a council partnership been considered with other states?
Mt, Helms (mtr #2654) - The structure would not lend itself to that type of structure.

Roger Chinn, McKenzie County rancher (mtr #2735) - Testified in support of SB2311. Feels it
benefits the entire state. Recommends a do pass.

Senator Urlacher (mtr #2948) - Closed the hearing on SB2311
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i. 2003 SENATE STANDING COMMITTEE MINUTES
| BILL/RESOLUTION NO., SB2311
Senate Finance and Taxation Committee
| O Conference Committee
Hearing Date February 10, 2003

Tape Number Side A Side B Meter #
1 X 2929-3980

Committee Clerk Simawm&M\m M )
\ > I
Minutes:

e R A i S AT R S e T e

. Q Senator Urlacher opened the discussion on SB2311. All committee members are present, This
| bill relatés to creating and establishing an oil and gas research council and oil and gas research
fund.
Senator Wardner (mtr #2993) - Handed out amendments and reviewed the intent of the

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

clarifies wording “advisory board” replaced with “oil and gas research council”. The
amendments do not overlap, Groups involved in creating the amendments are in agreement.

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

Senator Wardner moves to add both amendments to SB2311. 2nd by Senator Seymour. Roll
call vote 6 yea, 0 nay, 0 absent.

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

) with another council.
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Page 2
Senate Finance and Taxation Committee
Bill/Resolution Number SB2311

m Hearing Date February 10, 2003
L - Senator Wardner (mtr #3569) - This council is unique, nothing similar, The cost is minimal,

Senator Wardner moves a Do Pass as Amended. 2nd by Senator Tollefson, Roll call vote 6 yea,
0 nay, 0 absent. Carrier is Senator Wardner.
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. $B2311
Senate Finance and Taxation Committee
O Conference Committee

Hearing Date February 17, 2003

Tape Number Side A Side B Meter #

1 X 40-750

Committee Clerk Signature QS QON\gy AN ANNETAUEN g

Minutes:

Senator Urlacher opened the discussion on $B2311. All committee members are present, This
bill relates to creating and establishing an oil and gas research council and oil and gas research
fund.

Senator Wardner (mtr #40) - Bill is back in committee due to the cost of the funding, Proposed
an amendment that would reduce the fiscal note to $4,900.00.

Senator Wardner moved to reconsider the committee’s action on SB2311, 2nd by Senator
Tollefson.

Senator Urlacher took a voice vote to reconsider SB2311. 6 yea, 0 nay. Bill is back in the
committee.

Senator Wardner moved to amend SB2311 as proposed with 0201, 2nd by Senator Tollefson,
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l Page 2
? Senate Finance and Taxation Committee
Bill/Resolution Number SB2311

SN Hearing Date February 17, 2003
~ General discussion by all Senators followed regarding the amendment, and the revenue that

would be generated and the likelihood of the formation of the research council. Also talked about
! the impact of the reduced fiscal note,
Senator Wardner went over the compensation package of the board members,
Senator Utlacher - Took a voice vote to amend as proposed. 6 yea, 0 nay. Bill is before the
committee as amended.
Senator Wardner moved a Do Pass as Amended. 2nd by Senator Niéhols. Roll call vote 5 yea,
1 nay, 0 absent, Carrier is Senator Wardner.
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m FISCAL NOTE

Requested by Legislative Council
04/17/2003

‘; Amendment to: SB 2311

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

2001-2003 Blennium 2003-2005 Blennium 2008-2007 Biennium
General [Other Funds| General |Other Funds| General |[Other Funds
Fund Fund Fund
; Revenues $0 $ ($50,000) $ $ $ :
; Expenditures $0 5 s $4 $9 $0 !
Appropristions $ $ $0 $50, $ $0
! .
i 1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2001-2003 Biennium 2003-2008 Biennlum 2003-2007 Blennlum
School School School
Counties Cities Districts | Counties Cities Districts | Counties Citles Districts
$ _ $ $0 0 $ $0 $ $0

2, Narrative: /dentify the aspects of the measure which cause fiscal Impact and include any comments relevant to ;
your analysis. |

-, of gross production and oll extraction tax collections in the 2003-06 biennium to the newly created oll and gas
research fund, The $60,000 appropriation reduces state general fund revenues. Other transfers to the oil and gas
-~ research fund that are provided for In the blll are estimated to not occur, as the current forecast does not exceed the

!
’ Section 2 of the Second Engrossed SB 2311 with conference committee amendments appropriates the first $50,000
! threshold established in the bill for additional transfers in the 2003-2006 biennium.

After the 03-05 biennium 2% of the Identified tax revenues (up to $1,300,000) will be deposited into the Oll and Gas
Research Fund. [f the Identifled tax revenues exceed $63,300,000 there will be no Impact on the General Fund.
There would be an impact of up to $1,300,000 to the Oil Trust Fund.

Costs for administering this fund and assisting the newly created Oll and Gas Research Councll will come from the Oll ;
and Gas Research Fund.

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please;
A. Revenues: /Zxplain the revenus amounts, Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included In the executive budget.

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

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

",

| Senate BIll 2311 provides for a continuing appropriation. The bill authorizes up to $1,300,000 to be transferred to the ;

.
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) l
Oll and Gas Research Fund each biennium after the 2003-2006 biennium. it is estimated that during the 2003-2005
blennium $50,000 would be transferred to the newly created Oll and Gas Ressarch Fund. ,
’ Name: Karlene K. Fine Agenoy: Industrial Commission
Phone Number: 328-3722 Date Prepared: 04/17/2003
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~ FISCAL NOTE

Requested by Legisiative Councll
04/03/2003

Amandment to: SB 2311

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

2001-2003 Blennium 2003-2008 Blennlum 2005-2007 Blennium
General |[Other Funds| General [OtherFunds{ General |[OtherFunds
Fund Fund Fund !
Revenues $0 $0 ($50,000 $0 $0 $
{ Expenditures 30 $0 $ $0 $ $0}
: Appropriations $ $ $ $50,000 $ $0 |
1B. County, city, and school district fiscal effect: /dentify the fiscal elfect on the appropriate political subdivision. '
2001-2003 Blennium 2003-2005 Biennium 2005-2007 Blennilum
School School School
Counties Cities Districts { Counties Citles Districts | Counties Cities Districts
$0 $0 3 $ $ $ §C $ $0] z’
2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to %
your analysls. 1

Section 2 of Reengrossed SB 2311 with the most recent House Amendments appropriates the first $50,000 of gross
/"‘\ production and oll extraction tax collections in the 2003-05 blennium to the nevly created oil and gas research fund.
! + The $50,000 appropriation reduces state general fund revenues. Other transfers to the oll and gas research fund that
" are provided for in the bill are estimated to not occur, as the current forecast does not exceed the threshold
established in the blll for additional transfers in the 2003-20056 biennium.

After the 03-05 biennium 1% of the identified tax revenues {up to $650,000) will be deposited into the Oil and Gas
Research Fund. If the identified tax revanues exceed $62,650,000 there will be no impaoct on the General Fund.
There would be an Impact of up to $650,000 to the Ol Trust Fund.

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

3. State fiscal effect detall: For/nformation shown under state fiscal effect in 1A, please.

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on ;
the blennlal approptiation for each agency and fund affected and any amounts included In the executive 1
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Senate Bill 2311 provides for a continuing appropriation. The bill authorizes up to $650,000 to be transferred to the
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Qil end Gas Research Fund sach biennium after the 2003- :
biennium $50,000 would be transferred to the newly croatoﬁogﬁ :":in glg;n Rlets':m";:tm that during the 20032008

Name: Karlene K. Fine Age
. . noy: Industrial Commission
Phone Number: 328-3722 Date Prepared:  04/03/2003
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~ FISCAL NOTE
a0 Requested by Legisiative Councli ?
‘ 03/26/2003

Amendment to: SB 2311

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

2001-2003 Biennium 2003-2008 Blennium 20085-2007 Blennlum
Gencral |Other Funds| General |[Other Funds| General |Other Funds
Fund Fund Fund
Revenues $0 $a ($27,000) ($9,500 $0 $0
Expenditures $a $0 $a ~ $0 $ $0
Appropriations $a $ $ $50,000 $0 $
18. County, city, and school district fiscal effsct: /dentify the fiscal effect on the appropriate political subdivision.
2001-2003 Blennium ~ 2003-2008 Biennium ' 2005-2007 Biennium !
School School School !
Countles Citles Distriots | Counties Cltles Districts | Countias Cities Districts t
$ $ $0 (813,500 $ $ $0 $ $0 !

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

Section 2 of Reengrossed SB 2311 with House Amendments appropriates the first $50,000 of gross production and
-, oil extraction tax collections in the 2003-05 blennium to the newly created oll and gas research fund. The $50,000
f - appropriation reduces state general fund revenues as well as county and various other fund revenues, Other
~--" transfers to the oil and gas research fund that are provided for in the blll are estimated to not oceur, as the current
forecast does not exceed the threshold established in the bill for additional transfers in the 2003-2005 biennium,

TN R e ST e,

After the 03-05 biennium 3% of the Identifled tax revenues (up to $2,000,000) will be deposited into the Ol and Gas
Research Fund. If the identified tax revenues exceed $63,917,526 there will be no impact on the General Fund.
There would be an impact of up to $2,000,000 to the Oll Trust Fund. ‘;

Costs for administering this fund and assisting the newly created Oll and Gas Research Councll will come from the Oll
and Gas Research Fund.

3. State fiscal effect detail: 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.

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,

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

Senate Bill 2311 provides for a continuing appropriation. The bill authorlzes up to $2,000,000 to be transferred to the
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m FISCAL NOTE

Requested by Legislative Council
02/18/2003

T e e

Amendment to: SB 2311

e e A T = A

. 1A. State fiscai offect: /dentify the state fiscal effect and the fiscal effect o1 agency appropriations compared to
| funding levels and appropriations anticipated under current law.

2001-2003 Blennium 2003-2005 Blennium 2005-2007 Bilennium
General |Other Funds| General |Other Funds| General |[Other Funds
: Fund Fund Fund
: Revenues $0 $0 $0 $q $0 $0
: Expenditures $a $d $d $0 $4 $0
. Appropristions $a $a $a $a $a $0

18. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
| 2001-2003 Blennium 2003-2005 Bisnnium 2005-2007 Biennium

r School 8chool School
Counties Cities Districts | Counties | Cities Districts | Counties Cities Districts
$0 $0 $0 $0 $0 $0 $0 $0)

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

Senate Bill 2311 establishes the Oil and Gas Research Fund. The monies to be deposited into this Fund come from
O the oil and gas gross production tax and the oll extraction tax. During the 03-05 biennium, if estimated revenues

exceed $65,416,659 from the above identified taxes, up to $4,900 will be deposited into the newly created Oll and Gas
Research Fund.

S R T S

After the 03-05 biennium 3% of the identified tax revenues (up to $2,000,000) will be deposited into the Oll and Gas
Researci Fund. If the identified tax revenues exceed $63,917,526 there will be no impact on the General Fund.

Costs for administering this fund and assisting the newly created Oll and Gas Research Councll will come from the Oil
. and Gas Research Fund.

3. State fiscal offect detall: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

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

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

Senate Bill 2311 provides for a continuing appropriation. The bill authorizes up to $2,000,000 to be transferred to the
: ~~. Oll and Gas Research Fund each biennium after the 2003-2005 blennium. This bill authorlzes that during the
| ) 2003-2005 biennium up to $4,900 be transferred to the newly created Oil and Gas Research Fund,
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m FISCAL NOTE :
Requested by Legislative Councll '
B 02/12/2003

Amendment to: SB 2311

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

2001-2003 Biennium 2003-2008 Blennium 2005-2007 Blennium
General |[Other Funds| General [OtherFunds| General |Other Funds
Fund Fund Fund ‘
Revenues $9 $a $a $0 $4 $0 1‘
Expenditures $q $a $a $0 $0
Appropristions $0 $0
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
~ 2001-2003 Blennium 2003-2005 Biennium 2005-2007 Biennlum
School School School
Countles Cities Districts | Countles Citles Districts | Counties Cities Districts
$0 $0 $O $0 $0 $0 $0 $0 $0|
2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Senate Bill 2311 establishes the Ol and Gas Research Fund. The manies to be deposited into this Fund come from
A\ theoll and gas gross production tax and the oif extraction tax. During the 03-05 blennium, if estimated revenues
r ) exceed $65,415,659 from the above identified tax::s, up to $2,000,000 will be deposited Into the newly created Oil and
~" Gas Research Fund,

After the 03-05 blennium 3% of the Identified tax revenues (up to $2,000,000) will be deposited into the Oil and Gas
Research Fund. [f the identified tax revenues exceed $63,917,526 there will be no impact on the General Fund.

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

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenus amounts. Provide detail, when appropnate, for each revenue type and ;
fund affected and any amounts included in the executive budget.

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

C. Appropriations: Explain the appropriation amounts. Provide delail, 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 expendiures and appropniations.

Senate Bill 2311 provides for a continuing appropriation. The bill authorizes up to $2,000,000 to be transferred to the
Oll and Gas Research Fund each biennium,
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Requested by Legislative Councll

FISCAL NOTE
: 01/27/2003

i
|
|
li

BilVResolution No.. SB 2311

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

2001-2003 Blennium 2003-2005 Biennium 2005-2007 Blennium
General |Other Funds| General [OtherFunds| General |Other Funds

Fund Fund Fund

Revenues $4 $9 $0
Expenditures $0 $a $0 $0 $4 )
Appropristions $a $0 $0 $0

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate polltical subdivision.
2001-2003 Blennium 2003-2005 Biennlum 2005-2007 Blennium
Schoo! School School
Counties Cities Districts | Counties Cities Districts | Counties Citles Districts

$0 ’ $0 $0 $0 $0

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

the oil and gas gross production tax and the oil extraction tax. During the 03-05 blennium, if estimated revenues
exoo;d sesr.:’: ?:.ssg from the above identified taxes, up to $2,000,000 will be deposited into the newly created Oil and
Gas Research Fund.

O Senate Bill 2311 establishes the Oll and Gas Research Fund. The monies to be deposited into this Fund come from
\,

After the 03-05 blennium 3% of the identified tax revenues (up to $2,000,000) will be deposited into the Oll and Gas
Research Fund. If the Identified tax revenues exceed $63,917,526 there will be no impact on the General Fund.

Costs for administering this fund and assisting the newly created Oll and Gas Research Councll will come from the Ol
and Gas Research Fund.

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

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

C. Appropristions: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expendftures and appropriations.

-, Senate Bill 2311 provides for a continuing appropriation, The bill authorizes up to $2,000,000 to be transferred to the
. Oll and Gas Research Fund each blennium,
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‘ : Roll Call Vote #:  \
S l 2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. Q> Q3 \\
Senate Finance and Taxation Committee
| Check here for Conference Committee
Legislative Council Amendment Number
© Action Teken 0D, Weowoeivouiedes, ONGL W SN N VMDY L
- X o
Motion Made By Socs Moot Seconded By o . s o,
o | —__ Senators Yes | No_ __ Senators Yes | No % -
Senator Urlacher - Chairman ™ Senator Nichols K
Senator Wardner - Vice Chairman [~ Senator Seymour N
Senator Syverson T~
Senator Tollefson T
|
I N A R . |
Total  (Yes) o No oy | '
L Absent |
‘.’:“-‘ ] "?
3 Floor Assignment
. ‘ If the vote is on an amendment, briefly indicate intent:
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38347.0103 Adopted by Finance and Taxation Committee
Title.0200 February 10, 2003

PROPOSED AMENDMENTS TO SENATE BILL NO. 2311

Page 2, line 16, replace "Advisory board" with "Oll and gas research council”
Page 2, line 17, replace "advisory board" with "oil and gas research council®
Page 2, line 22, mace "The" with "Subject to subsection 7, the", remove "appointed*, and

replace “advisory board" with "council”
Page 2, line 23, replace “and" with a comma and after "years” insert *, and three serve for three
years”

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

Page 2, line 25, replace "advisory board" with "council”

Page 2, line 26, replace "deems"” with "determines" |

Page 2, line 29, replace "advisory board" with "council® and replace "council” with "commission"

.Page 3, line 3, replace "advisory board" with "council”

Page 3, line 6, replace "advisory board" with "council”
Page 3, line 8, after "council” insert "or commission”

Page 3, line 14, after “counci* Insert “or commission”

Page 4, line 4, replace "advisory board" with "council”

Page 4, line 18, after "of" insert "the state's share of"

Page 4, line 23, after "of" insert "the state's share of the"

Page 4, line 24, after "tax” insert "revenues that are deposited into the state general fund,”

Page 4, line 28, after "of" insert "the state's share of"

Renumber accordingly
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES

Roll Cal}

BILL/RESOLUTION NO. Q3\\ \

Senate  Finance and Taxation

Date: 'S\ 3

Vote #: g\

Committee

Check here for Conference Committee

Legislative Council Amendment Number

Senators __

Action Taken Lo Qb W (unaniosh o,

Motion Made By e Novondug i Seconded By oo TGN S twen

Sena(o‘n

Senator Urlacher - Chairman

Senator Nichols

Senator Wardner - Vice Chairman

Senator Seymour

Senator Syverson

Senator Tollefson

Absent

If the vote is on an amendment, briefly indicate intent:
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~ REPORT OF STANDING COMMITTEE (410) Module No: SR-26-2276
February 11, 2003 12:80 p.m. Carrier: Wardner
| Insert LC: 38347.0103 _ Titte: .0200

,‘ N REPORT OF STANDING COMMITTEE |

S8 2311: Finance and Taxation Commitiee (Sen. Uriacher, Chalrman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2311 was placed on the Sixth
| order on the calendar.

Page 2, line 16, replace "Advisory board" with "Oll and gas research councii®
Page 2, line 17, replace “advisory board" with “oll and gas research council®

Page 2, line 22, replace "The" with "Subject to subsection 7, the*, remove “appointed”, and
replace "advisory board” with “council”

Page 2, line 23, replace "and” with a comma and after “years” insert *, and three serve for
three years"

Page 2, line 24, replace "advisory board* with "councit*
Page 2, line 25, replace "advisory board" with "council*
Page 2, line 26, replace "deems" with "determines"

Page 2, line 29, replace *advisory board® with “council® and replace “council' with
*commission”

. Page 3, line 3, replace *advisory board" with *council*
\\
-,/‘ . Page 3, line 6, replace "advisory board" with "council”

“
e’

Page 3, line 8, after "councll" insert “or commission"

Page 3, line 14, after "council® insert “or commission*

Page 4, line 4, replace “advisory board" with "council”
Page 4, line 186, after "of* insert “the state's share of*
| Page 4, line 23, after "of" insert "the state's share of the"
Page 4, line 24, after “tax" insert *revenues that are deposited into the state general fund,”
Page 4, line 26, after "of* insert “the state's share of*

Renumber accordingly
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| 38347.0201 Adopted by the Finance and Taxation
Title.0300 Committee
February 17, 2003

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2311

Page 4, line 14, replace “two million" with “four thousand nine hundred"”
. } Page 4, line 19, replace "two million” with *four thousand nine hundred” .
& | Renumber accordingly
|
>
‘ i
|
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES ' |
BILL/RESOLUTION NO. "))\ \ ’

g
Senste  Finance and Taxation Committee

e e

D Check here for Conference Committee
Legislative Council Amendment Number

Motion Made By “Sapoy \sotssdinnws. Seconded By Sugey SO,

Senators Yes | No Senators Yes | No
Senator Urlacher - Chairman , Senator Nichols
Senator Wardner - Vice Chairman Senator Seymour ™~
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REPORT OF STANDING COMMITTEE (410)
February 18, 2003 8:13 a.m.

REPORT OF STANDING COMMITTEE

8B 2311, as engrossed: Finance and Taxation Committes (Sen. Uriacher,
mended

recommends AMENDMENTS AS FOLLOWS and when 90 a

)

Moduie No: SR-31-3030
Carrier: Wardner
insert LC: 38347.0201 Title: .0300

Chairman)

DO PASS (5 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). Engrossed SB 2311 was

placed on the Sixth order on the calendar.
Page 4, line 14, replace "two million" with "four thousand nine hundred*
Page 4, line 19, replace “two million" with "four thousand nine hundred"
Renumber accordingly
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, SB 2311
House Finance and Taxation Committee
Q Conference Committee
Hearing Date March 11, 2003

s

o
R =S

Tape Number Side A Side B Meter #
2 X 33.6
commmcssp Cpouruit Aot
Minutes: ”

SEN, RICH WARDNER, DIST. 37, DICKINSON Introduced the bill. This bill sets up an oil
and gas research council. It is set up for the purpose and under the same guidelines similar to the

one that the coal research and development, in which they are looking for new ways to bum coal
and use products from coal, this one will be looking for new ways to get oil out of the ground.
This would be a tool that would be used to find new ways to get that oil out, and continue to keep
our oil production up., Went on to explain the bill,

REP. BELTER 1Is this somewhat similar to the Lignite Research Council?

SEN. WARDNER Yes, it is under the same idea,

REP.BELTER You have two legislators on this committee, under the Lignite Council, there

are no legisiators, are there?
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Page 2
House Finance and Taxation Committee
Bill/Resolution Number SB 2311

Hearing Date March 11, 2003
' SEN.WARDNER That is correct, That is not necessarily the make up of the board, but the

concept of having a research and development tool out in the oil country, that would be similar to
what is in coal country,

REP, BELTER All of the appointees, are that of the Governor, My concern would be,
currently, we are in very good shape, but if I can use the word “goofy”, there is a possibility that
North Dakota could have a goofy Governor, my question is, is there people in the oil industry,
that could consequently, be considered goofy, and get appointed to this board, and pretty soon we
have a board that is controlled by people who are not very supportive of the oil industry.

SEN, WARDNER I guess your point is well taken. We trust our governor to appoint people to
all kinds of boards, and so far, there has been a pretty good job. What you are saying could

O
REP. BELTER I have seen things happen over the years that I have been in the legislature, and
I have heard a lot of horror stories from other states.

REP. WEILER Stated that he thought the governor had excellent staff,

REP. DROVDAL Ithought the make up of the board was rather strange too, of course, [ have
trust in the governor and staff to make good appointments too, one of them is a royalty owner.
With the diversification of royalty minerals all over the United States, and actually in many
cases, it is Burlington Northern or the oil companies themselves which would actually have a
person on, which can be good or bad, are there other options, and what was the logic that went
into that?

SEN. WARDNER I guess I can’t answer that, I think we would have no problem if you think
there needs to be a tweeking on this bill,
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| House Finance and Taxation Committee
Bill/Resolution Number SB 2311
Hearing Date March 11, 2003

) REP. DROVDAL Who came up with the makeup?

SEN. WARDNER It came from the oil industry.
REP. SCHMIDT As an elected official, one of the instructions we get when we come to

Bismarck, how would I answer my constituents in this?
SEN. WARDNER [ am looking at the big picture, somebody has to be in charge. Somebody
has to decide what project we are going to do for research and development. If we are going to

continue with oil production in this state, and if we are going to continue to keep revenue coming

in so that we can fund education, and human services, we have to have some new ideas out there
80 we can keep that oil production up. That is why we feel it is important to put this board into
place, because it will be overseen in these projects to decide which are acceptable and which are
r/v not. The big reason is to keep oil production up, which keeps money coming in to the state
- coffers.
i BEL.BELIER You have two members from the legislative assembly, and I guess, by and

large, the legislature has, over the years, refrained from putting legislators on boards, and I have a
constituent in my district, who was a long time legislator, who feels very adamantly about not
having legislators on boards. In your development of this bill, was there any discussion as to
why you need legislators on the board. Isometimes think it is very important to keep the
legislature independent from these various boards,

SEN. WARDNER The committee felt it is a production of revenue and keeping the oil
production high, is of great interest to the legislature, however, I don’t feel it is something that is

a necessary thing. We can take the legislators out, we don’t have a problem with that. We would
7™\ definitely like to work with the committee for their ideas, we are open.
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Page 4
House Finance and Taxation Committee
Bil/Resolution Number SB 2311

,~  Hearing Date March 11, 2003
' REP.JOHN WARNER, Testified in support of the bill, See written testimony.

REP. FRANK WALD, DICKINSON Testified in support of the bill. Submitted a handout
relating to the most recent revenue projections. See attached copy. As you all know, at the
present time, the oil and gas industry have been good corporate citizens in this state, by and large,
contribute about five percent of the general fund budget. They have contributed about sixty two
million for 2003-2005 biennium, and anotiier two to three million dollars in the trust fund which
was set up a few years ago. That totals ninety three million dollars. In addition to that ninety
three million dollars, that the oil and gas industry contributes to the general fund, there is about
fifty to sixty percent of that amount that also goes to the cities, counties and school districts. You

all understand how that formula works, which is‘close to about another one hundred million
" Q dollars out in the oil producing counties. The encrgy industry contributes about two hundred

| million dollars in direct tax collections to the general fund. You all understand the dire need we
are in this year, in terms of producing revenue. I think the oil and gas industry have paid their
fair share, Commented on mineral leasing fees, stating that it is estimated in the most recent
forecast, that there will be about $ 4,215,000 of lease money, which comes in from Jands under

the control of the State Land Department and other agencies.
Related to the appointments which the governor makes. It has been suggested that perhaps, one ;
of the six ought to be a county commissioner in an oil producing county, You also asked about
legislators being on there, Last session, if you recall, we put two legislators on the Agricultural
Research Board, one from each party. It is not plowing new ground in terms of putting new
legislators on these boards, Back in the days when Governor Olson was goveror, I was
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House Finance and Taxation Committee
Bill/Resolution Number SB 2311
Hearing Date March 11, 2003

appointed to the EEOC, as s legislative member on that board, and then when Governor Schafer
became govemor, he took legislative members off that board, that is the governor’s call,

I think SB 2311 is an ides whose time has come, Years ago, one of the savings and loans, had a
very catchy marketing phrase, which was “no deposit, no retum”, I am here to say, if we don’t
make some deposits in oil and gas research, there may not be much of a return down the road.
SEN., BILL BOWMAN Testified in support of the bill, stating he signed on to the bill, when
he read, line 12 through 17, what the actual council does. The thing that stuck out in my mind
was horizontal drilling. When it first came to our area, nobody really knew what it was. If you
went in to a cafe and asked ten different people, you got ten different answers. Over a period of
time, everyone learned what it meant, and we also seen the results in increased production.
Another hot word right now is, “cold bed methane”. The council can address what this will do.
They will address environmental issues and the spacing of these oil wells. They address all of
the things which have huge impact to those arcas. I can remember when the first hotizontal well
was drilled, people thought it was a joke, and look what happened because of it and because of
the research. I think it is a wonderful way to expand the oil industry.

REP. EARL RENNERFELD, WILLISTON Testified in support of the bill. Felt this
program is definitely needed and long overdue. He mentioned, you don’t have the risk involved
as there used to be because of the research which has been done.

BOB HARMS, COUNSEL TO GOVERNOR HOEVEN, Testified in support of the bill.
See attached written testimony.  Also submitted a handout relating to the North Dakota Daily
0Oil Produced and Price.
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| House Finance and Taxstion Committee y
Bill/Resolution Number SB 2311

‘ Hearing Date March 11, 2003

COUNCIL Testified in support of the bill. Sec wrilten testimony plus Facts and Figures
regarding the North Dakota Oil & Gas Industry and charts showing the North Dakota daily oil
produced and price together with the North Dakota average monthly rig count,

I Related to the governor’s appointments in the bill. He stated they wanted to mirror the Lignite
Council in this, they do have legislators on their committee. Thought it would be important to
have legislative representation, Whether or not the six board members would be appointed by
the governor could be up to the wisdom of the committee.

REP. DROVDAL What was your comment about the mineral owner.
RONNESS We thought it was important to have a mineral owner on the board. Why would a
governor appoint anyone to this council that doesn’t have a vote in this state. All of these

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

REP. DROVDAL would there be an objection to having a county commissioner on the board?

RON NESS I don’t know that we would have any opposition if it was someone from the oil
producing counties. The concept was, the Lignite Research Council is appointed by executive

order, and their board has grown to about twenty seven people. We felt it was too unruley.
ER Testified in support of the

in support of the bill. See written testimony.

| With no further testimony, the hearing was closed.
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2003 HOUSE STANDING COMMITTEE MINUTES'
BILL/RESOLUTION NO. SB 2311
House Finance and Taxation Committee
O Conference Committee
Hearing Date March 24, 2003

Tape Number Side A Side B Meter #
1 X 52.4
X 0
Committee Clerk Signature
Minutu:

Q COMMITTEE ACTION
“~"  REP.BELTER Presented amendments #38347.0304 to commitiee members, The amendments

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

owner. The change would also be, if revenues exceed $71,640,000 the excess up to two million
dollars must be deposited into the oil and gas research fund.

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

REP. HEADLAND socond the motion. Motion carried by voice vote,

REP, WINRICH Asked if the bill sponsors were aware of the amendments.

REP. BELTER Stated he showed the amendments to Ron Ness and Sen, Wardner, Sen.

Wardner suggested changes in the funding level, as far as the biennium.
REP, IVERSON Made a motion for DO PASS AS AMENDED

) REP.KLEIN Second the motion. MOTION CARRIED 12 Yes 0 No2 Absent
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| BILL/RESOLUTION NO, )
| House FINANCE & TAXATION Contmittes
D Check here for Conference Committee |

; siative Council Amendment Number 38 3Y - 030Y
::m.k.; Db Phss ds M
» Bop- Klein

Motion Made By Seconded By .

Yoo | No Representatives Yes | Ne

BELTER, CHAIRMAN
DROVDAL, VICE-CHAIR
FROELICH vV
vV
| 74

CLARK
(O GROSZ
IVERSON
KELSH
KLEIN
NICHOLAS
SCHMIDT
o WEILER
| WIKENHEISER
‘f WINRICH ]
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REPORT OF STANDING COMMITTEE (410) Module No: HR-53-5620
March 28, 2003 8:20 a.m. Carrier: Drovdal
insert LC: 38347.0304 Title: .0400
N REPORT OF STANDING COMMITTEE

SB 2311, as reengroseed: Finance and Taxation Commitiee (Rep. Belter, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (12 YEAS, O NAYS, 2 ABSENT AND NOT VOTING). Reengrossed
SB 2311 was placed on the Sixth order on the calendar.

Page 1, remove lines 10 and 11
Page 2, line 18, remove "- Governor to appoint®

Page 2, line 17, replace "governor shall appoint an oll and gas research councll composed of
nine" with "oil and gas research council is composed of seven members, four of whom

must currently be engaged in and have at least five years of active experience in the oil
and natural gas exploration and production industry. The council consists of:

a. Four members appointed by the govemor from a list provided by the
North Dakota oil and gas assoclation. The govemor may reject the
list and request the assoclation to submit a new list until the
appointments are made.

b. One member appointed by the govemnor from a list provided by the
North Dakota association of oil and gas producing counties. The
governor may reject the list and request the association to submit a

new list until the appointment is made.

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

d. A county commissioner selected by the North Dakota association of
oil and gas producing counties."

Page 2, remove lines 18 through 21
Page 2, line 23, replace the first “three" with “two" and replace the second “three" with “two"

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

Page 3, line 5, replace "A member* with "Members" and replace "serves” with “appointed by
the governor serve"

Page 4, line 12, replace "if the estimates for the oil and gas gross production tax and the oil"
with “the first ﬁﬁy thousand dollars of revenue from the oll and gas production tax and
oll extraction tax

Page 4, remove line 13

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

Page 4, line 15, replace "as provided in this" with a period

Page 4, replace lines 16 through 22 with "In the 2003-05 blennium, if the estimates for the oil
and gas gross production tax and the oll extraction tax in any revenue forecast exceed
J seventy-one million sixty-four thousand dollars, the excess, up to two million dollars,
: must be deposited into the oll and gas research fund. At the end of each calendar

quarter, the state treasurer shall transfer three percent of the state's share of the oll
and gas gross production tax and oll extraction tax revenues that have been deposited
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Page 4, line 23, remove “thousand six hundred fifty-nine dollars or less, transfers to the fund
shall cease.”
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO., SB 2311
House Appropriations Committee
Q Conference Committee

Hearing Date 03-31-03
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Minutes:

Chairman Svedjan Opened SB 2311 for discussion. A quorum was present,

Sen. Rich Wardner In Finance and Tax, they messed up the appropriation mechanism. These
amendments fix it so the counties aren’t affected.

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

Chairman Svedjan The financial impact will reduce revenue by 50,000 and require an
appropriation of 50,000?

Sen. Wardner Correct,

Chairman Svedjan So it would have no impact on the counties,

Rep. Delzer You designed this after the lignite council?

Sen. Wardner The objective is the same.
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| House Appropriations Committee
Bill/Resolution Number SB 2311
| Hearing Date 03-31-03

; /—\; Rep. Delzer When I look through the list of the petroleum council projects, I need to know how
%

we justify this. With the Lignite Coal, we are almost an exclusive provider of it. Oil is
worldwide, How do we justify spending 2.5 million dollars on a global industry that doesn't
distinguish between ND and the rest of the globe?

Sen, Wardner There is exploration that is a part of this. Our state needs to be proactive in
helping with shallow gas extraction.

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

Sen, Wardner We took that off.

Rep. Delzer I want to understand how this works.

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

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

Rep. Delzer Let's ask Rep. Belter.

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

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

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

take $50,000 off the top, replace the funding mechanism in the original bill. Then that would (
have no impact on the counties. Then they inserted the 71 million dollars which is the new

number from Economy.Com. ‘That will hold harmless the 03-05 biennium other than the i

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

Rep. Wald Shouldn’t we also change line 137

\J Ness Its taken care of,
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Page 3 ?

House Appropriations Committee |
| Bill/Resolution Number SB 2311

g Hearing Date 03-31-03

Q Rep. Gulleson What is your marketing budget for each year?

e

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

Rep. Gulleson How does BSC's grant work with this?

| ; Ness Idon’t know their intentions.

Rep. Aarsvold On page 2, line 4, why did we not stay with the 3% all the way up rather than
having that balloon, when it goes over 71 million?

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

Rep. Aarsvold This mirrors the lignite council?

Ness Yes, except for the board membership and the funding mechanism.

Rep. Wald 1don’t know if I heard a clear answer on the question of Rep, Glassheim on page 2

Q of the amendments. The access of $500,000, would you explain that?
Ness The 71 million and change is the new number Economy.Com came up with last month,
This bill in the original form had 65 million and change, which was the number in the

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

from 2 million to $500,000.
Rep. Wald In the next biennium, the most that could be put into the research fund is $550,0007

I
|
|

Ness Yes. The 2 million is off the table.

Rep. Delzer 105-07, 1.5 million would still go to the research fund.

Ness Correct, 3% goes to this fund.

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

O Energy Research Council statute?
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Page 4
House Appropriations Committee

Bill/Resolution Number SB 2311
Hearing Date 03-31-03

Woeste, I'll have to check.
Rep. Rennerfeldt I move .0305 to SB 2311. 2nd by Rep. Wald.
Rep. Timm Are we stripping the other xmendments?
Chairman Svedjan Yes.
Rep. Gulleson Should we do this?
Chairman Svedjan We are asked with your concurrence to adopt these amendments?
Rep. Wes Belter Yes,
Rep. Skarphol Did your committee not change the makeup of the council?
Rep. Belter Correct,, that was done prior,
Motion Carries
Rep. Delzer I have concerns on the 2 million dotlar limit every biennium. I want the 3%
lowered to [%. I move that. 2nd by Rep. Skarphol.
Rep. Rennerfeldt I think by doing that you will cut that to ineffectiveness. This council is long
overdue. We need to stabilize this industry.
Rep. Wald What Rep. Delzer referred to won’t happen if we don’t invest in this.
Rep. Carlson We are encumbering future biennium’s Legislatures. Rep. Delzer is correct.
- Motion Carries 12-11-0.
Rep. Rennerfeldt I move a Do Pass As Amended. 2nd by Rep. Carlson.
Rep. Glassheim Why are continuing appropriations a good idea with oil, but not with tourists?
Rep. Carlson We have more oil that tourists,

Motion Carries 23-0-0, Rep. Rennerfeldt will carry this bill on the floor.
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7N SB 2311, as reengrossed: Appropriations Committes (Rep. Svedjan, Chairman)

q c. The executive director of the North Dakota petroleum council, or the

REPORT OF STANDING COMMITTEE (410) Module No: HR-58-6286
April 1, 2003 8:51 a.m. Carrier: Rennerfeldt
Insert LC: 38347.0303 Title: .0500

REPORT OF STANDING COMMITTEE

kB
_— A.'*—-—wm;: ___,ﬁ::;‘

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

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

Page 1, remove lines 10 and 11

Page 2, line 16, remove “- Governor to appoint”

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

a. Four members appointed by the governor from a list provided by the
North Dakota oll and gas assoclation. The ?overnor may reject the ‘
list and request the association to submit a new list until the i

appointments are made.

b. One member appointed by the governor from a list provided by the
North Dakota assoclation of oil and gas producing counties. The |
governor may reject the list and request the assoclation to submit a f
new list until the appointment is made.

executive director's designee.

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

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

Page 2, remove lines 18 through 21
Page 2, line 23, replace the first "three" with "two" and replace the second "three” with "two"

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

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

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

production tax and oll extraction tax"

Page 4, remove line 13
Page 4, line 14, remove "hundred fifty-nine dollars, the excess, up to four thousand nine i

......

) hundred dollars,” |

Page 4, line 15, replace "as provided in this" with a period 1
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insert LC: 38347.0305 Title: .0500

Page 4, replace lines 16 through 22 with "In the 2003-05 biennium, if actual revenues for the !
f\) 2001-03 blennium from the state general fund share of the oil and gas production tax :
and oll extraction tax exceeded seventy-one million sixty-four thousand dollars, the
excess up to five hundred thousand doliars must be deposited in a special fund known
as the oll and gas research fund, as provided in this section.” '

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

Tttt

shall cease.”
Renumber accordingly
,/
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30347.0306 Prepared by the Legislative Council staff for

Tille. Ol0€ House Appropriations
March 31, 2003

PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2311

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

Page 1, remove lines 10 and 11

Page 2, fine 16, remove "~ Governor to appoint®

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

a. Four members appointed by the governor from a list provided by the
North Dakota oil and gas association. The governor may reject the list

and request the association to submit a new list until the appointments
are made.

b. One member appointed by the governor from a list provided by the
North Dakota association of oll and gas producing countles. The

governor may reject the list and request the association to submit a
new list until the appointment is made.

¢. The executive director of the Narth Dakota petroleum council, or the
executive director's designee.

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

e. The director of the oil and gas division and the state geologist shall
serve on the councll as advisory nonvoting members,”

Page 2, remove lines 18 through 21
Page 2, line 23, replace the first "three" with "two" and replace the second "three” with “two"

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

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

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

Page 4, remove line 13

Page No. 1 38347.0306
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Page 4, line 14, remove “hundred fifty-nine dollars, the excess, up 1o four thousand nine
hundred dollars,”

r.'\\ Page 4, line 15, replace "as provided in this" with a period e
Page 4, replace lines 16 through 22 with "In the 2003-05 biennium, if actual revenues for the :

—~

2001-03 biennium from the state general fund share of the oll and gas production tax
and oil extraction tax exceeded seventy-one million sixty-four thousand dollars, the
excess up 1o five hundred thousand dollars must be deposited in a special fund known
as the oll and gas research fund, as provided in this section."

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

Page 4, line 24, replace "three" with "one”
Page 4, line 25, replace "two million" with “six hundred fifty thousand"

Page 4, line 27, replace "three" with “one*

Renumber accordingly
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REPORT OF STANDING COMMITTEE
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| /’\ SB 2311, as reengrossed: Appropriations Committes (Rep. Svm, Chairman)

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

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

Page 1, remove lines 10 and 11
Page 2, line 16, remove "~ Governor to appoint”.

Page 2, line 17, replace “governor shall appoint an oil and gas research council composed of
nine" with "oil and gas research council is composed of seven members, four of whom
must currently be engaged in and have at least five years of active experience in the oil
and natural gas exploration and production industry. The council consists of:

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

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

/\ c. The executive director of the North Dakota petroleum council, or the
executive director's designee.

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

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

Page 2, remove lines 13 through 21
Page 2, line 23, replace the first "three” with "two" and replace the second "three” with "two"

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

Page 3, line 5, replace "A member" with "Members" and replace “serves” with "appointed by
the governor serve®

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

production tax and oll extraction tax”

Page 4, remove line 13

|

i

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

Page 4, line 15, replace "as provided in this" with a period
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REPORT OF STANDING COMMITTEE (410) Module No: HR-59-8474
April 2, 2003 9:17 a.m. Carrier: Rennerfeidt

insert LC: 38347.0308 Title: .0600

Page 4, replace lines 16 through 22 with "In the 2003-05 blennium, If actuai revenues for the
N 2001-03 biennium from the state general fund share of the oll and gas production tax
" and oll extraction tax exceeded seventy-one million sixty-four thousand dollars, the

excess up to fiva hundred thousand dollars must be deposited in a special fund known
as the oll aid gas research fund, as provided in this section.”

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

Page 4, line 24, replace “three" with "one”
Page 4, line 26, replace “two million" with “six hundred fifty thousand”
Page 4, line 27, replace "three” with “one”
Renumber accordingly
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2003 SENATE STANDING COWI’I’I'EE MINUTES
BILL/RESOLUTION NO. SB2311
Senate Finance and Taxation Committee
| O Conference Committee
Hearing Date April 14, 2003

Tape Number Side A Side B Meter #
1 X 1-1360

Committee Clerk Siwmwm@&%\_&gwg

Minutes:
Q Chairman Wardner called the Conference Committee to order. Committee members are: Senator

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

Representative Warner. All committee members are present.

Senator Wardner (mtr #30) - Basically two parts that we want fo visit about. Referenced second
engrossed bill with House amendments, First issue, page 2 of that bill, where it talks about the
Oil and Gas Research Council, want to visit about the appointing of the Council and who is on
the Council. Second part, section 2, page 4, regarding the Oil and Gas Research fund deposits
and continuing appropriation. Any other areas of the bill we should look at?

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

and Gas Research Council, the appointing of and the make-up of the Council. First issue to talk
about is the make-up. As it is, the House has four members appointed, using list provided by the
. ND Oil and Gas Associations, four members would come from that group. One member

!

AL R WG T e st e
W WG AV A

The mcrographic Imeges on this f1lm are accurate reproductions of records del{vered to Modern Inf

were £{lmed in the regular course of business. The ormation Systems for microfiining end

(ANSIS :og.:;:h“:umomm NOTICES 1 the mmt’o&wic process meats stendarda of the Anerfeen Nationsl Stendards Inetituts

above s less Legible than this Notice, it (s due to the quality of the

w%mmm&) ldﬂaj_@_____

Date

i, g2

A DeT



4“-—t

Page 2
Senate Finance and Taxation Committee
Bill/Resolution Number SB2311

m Hearing Date April 14, 2003
’ provided by the ND Association of Oil and Gas Producing Counties. The Executive Director of

the Oil and Gas Council would assign a designee and the seventh person would be a county
commissioner from an oil producing county. Any comments from the committee on the make-up
of the Council.

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

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

Senator Wardner (mtr #219) - There was some talk of a royalty owner, that would be the only
issue, Personally am satisfied as it is in the second engrossment with House amendments.

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

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

— members. Have felt on the Senate side that the Industrial Commission should be appointing the
Council. In the bill, it is the Governor, Any comments from committee members on who should
be appointing.

Representative Rennerfeldt (mtr #323) - On the House side, more comfortable with the Governor
making the appointments rather that the Industrial Commission.

Senator Urlacher (mtr #346) - Fecling was that the Industrial Commission handles the oil and gas |
activity.
Senator Wardner (mtr #375) - Questioned if the Industrial Commission oversees this council and

appoints, is there a conflict of interest, ;
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Page 3
Senate Finance and Taxation Committee
Bill/Resolution Number SB2311

Hearing Date April 14, 2003
Representative Wamner (mtr #404) - Echoes the concerns of Senator Wardner, feels there may be

a conflict of interest. Feels one person making the appointment would be cleaner. Would avoid
separate slate of candidates and divided votes.

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

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

Senator Wardner (mtr #535) - Moved to the next part on page 4. Reviewed lines 21-29, the
appropriation and how it would work, Reviewed amount of excess funding that would be
deposited to the fund in the current biennium. It is possible that we could have up to $500,000.00
to work with in the 03-05 biennium.

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

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

Senator Wardner (mtr #705) - Chances are we would end up with about $50,000.00. Moved on

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

Representative Wald (mtr #773) - Moves, line 29, strike 1% and make it 2%. And then on line 31
the 2% would yield 1.3 million rather than the $650,000.00. And line 2 on page 5 becomes a 2,
Senator Nichols (mtr #838) - Seconds the motion made by Representative Wald to amend the

bill. Roll call vote 6 yea, 0 nay, 0 absent.

Representative Wald (mtr #1100) - Moves that the House recedes from its amendments and
amends as proposed. Second by Representative Rennerfeldt.
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Page 4
Senate Finance and Taxation Committee
Bill/Resolution Number SB2311

| A~ Hearing Date April 14, 2003
| ~ Roll call vote 6 yea, O nay, 0 absent. Carrier’s Senator Wardner and Representative Rennerfeldt.

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

changes as proposed.
Senator Wardner adjourned the meeting,
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38347.0308 Adopted by the Conference Committee %7

Title.0700 April 14, 2003

N PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2311

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

Page 1, remove lines 10 and 11

Page 2, line 16, remove "- Governor to appoint”

Page 2, line 17, replace "governor shall appoint an oil and gas research council composed of
nine" with "ol and gas research council Is composed of seven members, four of whom
must currently be engaged in and have at least five years of active experience in the oil
and natural gas exploration and production industry. The council consists of:

a. Four members appointed by the governor from a list provided by the
North Dakota oll and gas association. The governor may reject the list
and re%uest the association to submit a new list until the appointments
are made.

b. One member appointed by the governor from a list provided by the
/ North Dakota association of oil and gas producing counties. The
ﬁ governor may reject the list and request the association to submit a '
o’ riew list until the appointment Is made.

¢. The executive director of the North Dakota petroleum council, or the
executive director's designee.

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

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

Page 2, remove lines 18 through 21
Page 2, line 23, replace the first “thres" with "two" and replace the second "three" with “two" ,

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

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

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

y | production tax and ol extraction tax"
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Page 4, remove line 13

Page 4, line 14, remove "hundred fifty-nine dollars, the excess, up to f
e move, fty p to four thousand nine

for the 2001-03 biennium from the state general fund share of the oil and gas

production tax and oil extraction tax exceeded seventy-one million sixty-four thousand
dollars, the excess ur to five hundred thousand dollaz must be ted in a special

fund known as the oil and gas research fund, as provided in this section”
Page 4, remove lines 16 through 22

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

shall cease”
Page 4, line 24, replace "three" with "two"
Page 4, line 25, replace "two" with “one" and after "million” insert "three hundred thousand®

Page 4, line 27, replace "three" with "two"
Renumber accordingly

Page No. 2 38347.0308

- Page 4, line 15, replace “as provided in this* with *. In the 2003-05 biennium, if actual revenues
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO, ®{2y33\\

Senate Finance and Taxation

, Committee
| /E“Check here for Conference Committee
Legislative Council Amendment Number
Action Taken : O3 : \V S\
OEDCLQY AR W NN ' o
Motion Made By &3 Q ANY ,S:E ;Z Seconded By o0\ N\ ANGN €
Senators Yes | No Representatives Yes | No
Senator Wardner Representative Rennerfeldt T~
Senator Urlacher ~ Representative Wald = |~
Senator Nichols h Representative Wamer 1~
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REPORT OF CONFERENCE COMMITTEE (420) Moduie No: SR-67-7648
April 14, 2003 3:08 p.m.
insert LC: 38347.0308
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8B 2311, as nmgrouod: Your conference committee (Sens. Wardner, Urlacher, Nichols
and Reps. Rennerfeidt, Wald, Warner) recommends that the HOUSE RECEDE from
the House amendments on SJ pages 1088-1089, adopt amendments as follows, and
place SB 2311 on the Seventh order:

That the House recede from its amendments as printed on pages 1088 and 1089 of the
Senate Joumnal and pages 1192 and 1193 of the House Journal and that Reengrossed Senate

Bill No. 2311 be a as follows:
Page 1, remove lines 10 and 11
Page 2, line 16, remove "- Governor to appoint" ;

Page 2, line 17, replace "govemor shall appoint an oil and gas research council composed of
nine* with “oil and gas research councit is composed of seven members, four of whom
must currently be engaged in and have at least five years of active experience in the oil
and natural gas exploration and production industry. The council consists of:

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

b. One member appointed by the governor from a list provided by the
North Dakota assoclation of ofl and gas producing counties. The
,D governor may reject the list and request the association to submit a

ﬁ REPORT OF CONFERENCE COMMITTEE

et e A T T

new list until the appointment Is made.

T A S A O it S T e

¢. The executive director of the North Dakota petroleum councii, or the
1 executive director's designee.

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

| e. The director of the oil and gas division and the state geologist shall
gerve on the council as advigsory nonvoting members.”

Page 2, remove lines 18 through 21
Page 2, line 23, replace the first “three* with "two" and replace the second “three" with “two”

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

Page 3, line 5, replace "A member" with "Members" and replace "serves* with “appointed by
the governor serve”

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

Page 4, remove line 13

) Page 4, line 14, remove *hundred fifty-nine dollars, the excess, up to four thousand nine
e hundred dollars,”
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REPORT OF CONFERENCE COMMITTEE (420) Module No: SR-37-7646
April 14, 2003 3:08 p.m. |
Insert LC: 38347.0308

o m Page 4, line 15, replace "as provided in this" with *. In the 2003-05 blennium, if actual

1 , revenues for the 2001-03 biennium from the state general fund share of the ol and gas
production tax and oll extraction tax exceeded seventy-one million sixty-four thousand
dollars, the excess up to five hundred thousand dollars must be ed in a special
fund known as the oll and gas research fund, as provided in this section”

Page 4, remove lines 16 through 22

| | Page 4, line 23, remove “thousand six hundred fifty-nine dollars or less, transfets to the fund
shall cease"

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

Page 4, line 25, replace "two" with "one* and after "million" insert “three hundred thousand"
Page 4, line 27, replace “three" with "two"

Renumber accordingly

Reengrossed SB 2311 was placed on the Seventh order of business on the calendar.
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i N Testimony in support of: SB 2311

Robert Harms

! Governor's Counsel

§ State of North Dakota
‘= February 5, 2003

State Capitol
Senate Finance and Taxation Committee
Bismarck, North Dakota

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

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

Wind

Coat

Ethanol

Bio-diesel

Hydro

And Oil and gas

With respect to the oil and gas sector, the Governor has been working on a number of
fronts as part of a strategy to encourage new development and investment. These efforts f
include: ‘T
1, Preparation of a DOE grant this spring, for a coal-bed methane test project,
spearheaded by Lynn Helms of the ND Oil and Gas Division
2. Introduction of HB1145, which provides a 24-month tax holiday for shallow
gas wells,
3. A host of administrative efforts relating to the National Grasslands
Management plan and resolving permitting issues with the US Forest Service
to reduce impediments to oil and gas developmient on federal lands.
4, And SB 2311, which establishes a research council and fund.

The goal of SB 2311 is simply to provide a mechanism and funding that will allow new ;

research projects similar to the Lignite Research Council and to provide public education ’

of the oil and gas industry that is so important to our state. For example: t
«  Attached is a graph that shows the declining production in North

Dakota. Oil and gas is a key industry, whose revenues contribute %

greatly to state and local treasuries, and provide high tech jobs in a 1
R ; dynamic industry, The Council is designed to help change that 5
e production curve, stabilize and eventually increase production. ’
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S s Secondly, we noed to educate the public about the importance of the
industry, and the opportunities that exist for employment. Industry
official recognize that they have a looming employment shortage
R facing them in the next decade, loosing approximately 50% of the
‘ i work force, which will further challenge development in North
. Dakota. The Council may help educate the educators, students,
RN company executives and the public about the industry and the
ST opportunities it offers.
i On behalf of Governor Hoeven we respectfully request a “DO PASS” on SB 2311.
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Ron Ness
p) ¢ Executive Dlrector
North Dakota Petroleum Council R UL

Office Manager

[SE RN ———— .

Emall: ndpcadbtigate.com
Phone; #01-223-6380

Fax! 701-222- 0006

120 N, ard Streat o Sulte 235

P.O. Box 1305
Senate Bill 231 Dlstmarck, ND s8c03:1305

Senate Finance and Taxation Committee
February §, 2003
Chairman Urlacher and Members of the Commitice, My name s Ron Ness, Executive Director
of the North Dakota Petroleum Council. T appear before you today in support of Senate Bill
2311,

orth Dakota Oil and Gas Industry Update
Production Stats for 2001

|
E ¢ Ninth largest oil producing state.

¢ 31 million barrels of oil were produced.
¢ 85,000 barrels of oil produced per day.
¢ 3,287 producing wells.
. ¢ Averaged 14 drilling rigs per day.
\J ¢ 148 oil producers operaling in the State,

Tax Revenues
¢ 2000 tax collections were $73.4 million.

¢ 2001 tax collections were $63.7 million,
¢ The largest tax revenue source for the State behind general sales, income, corporate, und

motor vehicles tax collections.
¢ 98.5% of the oit und gas tax revenues collected in the U.S. Forest Service system are

from North Dakota.

Jobs & Economic Impact

¢ More than 2,500 people directly employed in the oil patch,
¢ The avernge wage was $44,305. That wage is 80% above the statewide average wage of

$24,683.
¢ lts expected that between 50% - 75% of the industry’s workforce will retire in the next 5

O =15 yeurs.
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Senate Bill 2311 - Cil and Gas Research Council (OGRC)
’ /-\\ As described previous proponents, SB 2311 is un attempt to ensure that Notth Dakota continues
to renp the benelits of oil and gas production in the future. As you can sce by this graph, North

Dakota’s oll production continues to decline,

The “oil boom"” in North Dakota probably peaked in 1983 and ended in 1986. In the past 15
years, production has been on a fuirly steady decline, but the decline has been flattencd by a

number of technologicul advances.

Hotizontal drilling began in the Bakken formation in 1987, In the early 1990’s, the Lodgepole
ficlds in the Dickinson aren were discovered, developed and unitized, resulting so far in more
than 41 million barrels of ofl, About the same time, horizontal dritling was applied to a
previously uncconomic Red River zone in Bowman County, resulting the development and
unitization of the Cedar Hills ficld as one of (e largest oil ficlds in the lower 48 states,

7~ However, even though our we continue to discover new reserves, develop new conservation
| \ methods, and continue to develop new alternative energy sources, demand continues to outpace
supply ~ that creates an opportunity for North Dakota to become more prominent in supplying to

the natjon.

We need to continue to look for new technologies to heip find and produce new oil and gus fields

in Notth Dakota. In the past, we were fortunate to have major oil companies and very lurge
independent companies working actively in the State of Notth Dakota on “research and
development” type projects. As those larger companies moved overscas and off-shore, the

typical North Dakota producer is a much smalt company, with far more limited resources for

research and development,

We believe the OGRC will be an effective tool lo encourage and assist with research,
devetopment and education and allow continued production of these valuable natural resources.
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We envision the OGRC as having three main purposes: | ,
1.) Research -'j |
2.) Resource Dovelopiment
3.) Encrgy Education and Cuareer Awarcness

e : ; Hopefully, the best idcas of the OGRC are yet to be realized, but here are a few that need

attention immediately:

Research
¢ Research of coul bed methane potential,

¢ Research of shallow gas potentiaf,

¢ Research of CO2 for enhanced recovery in existing fields,

¢ Furher enhancement of hotizontal drilling technology and other completion and
producing techniques.

¢ Advanced geophysical and survey analysis (cchnologies.

i W Resource Development
¢ Facilitate technology transfer betweer: dritlers, producers and service industry.

¢ Apply advances & experimentation activities in other active oil & gas regions to |

North Dakota exploration, . |
¢ Advanced geophysical survey and analysis technologies. |
¢ Develop initiatives for streamlining federal permitting procedures,

Energy Education and Career Awareness

¢ Lundowner and royalty owner education and awareness,
¢ Educate the public about importance of the oil and gas industry to the state and
the ability to responsibly produce oil and gas in an environmentally safe manner

on public and private lands.
¢ Educate and generate interest in students aboul career opportunities in North

Dakota's energy industry.
O ¢ Educate legislators and state leaders about Notth Dakota's oil and gas industry.
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| We believe there is o tremendous need (o put more resources towards maintaining an
f\\ active oil and gus industry in the state. To date, there has not been such an organized
| effort in North Dakota for oil and gas and we need only to look at the successes of the
lignite industry over the past filteen years to sce the potentinl results for such a program, :

Fossil fuels provide 96.5% of our nations daily energy necds, Oil furnishes 40% of the
daily cnergy needs and natura) gas provides 25%. We have these valuable natural
resources in our state and need to continue to develop them in as efficle:it manner as

possible.

Thank you, for your consideration on this bill. We urge a Do-Pass on SB 2311, I would

be happy to answer any guestions,
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What Does Every New Qil Well Mean to North Dakota? ?

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

¢ Il economical, additional secondary recovery clforts can be made o extend
the life of the well,

An Average Oil Well in the First 10 Years:
¢ Produces over 200,000 barrels of oil (55 barrels of oil per day)

¢ Generates $4.4 million gross profit

¢ Pays $332,000 in taxes:
Oil production tax - $200,020
Extraction tax - $77,000
Sales tax - $40,000
(3as production tax - $16,000

¢ Pays royalties to mineral owners of $178,000

¢ Has operating expenses of $720,000

Oil and gas development accounts for a major portion of the business for

RECs in western ND -- as much as 75% in some instances.

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

About 46% of the value of an oil well is returned to the local economy in taxes,
wages, and other expenses, which help keep the local economy running, the governn |
operating, and helps reduce your tax burden.

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

¢ The success ratio for wells in existing fields in 2001 was 92% and for
wildcat wells it was 41%,.
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1 Senate Bill No. 2311

/'\} Testimony of Lynn Helms, Director, N.D, L. C. Oil & Gas Division,
! | Before the Senate Natural Resources Committee
February 8, 2003

Lo You have alresdy heard about the potential workforce, educational, public image, and g
'= mineral owner benefits that could be realized from the passage of this bill. o

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

THE WILISTON BASIN HAS ALWAYS REQUIRED HIGH TECH

Oil discovery came 90 years after the industry was born at the Drake well and 50 years
after Spindletop.

Modemn rotary drilling techniques were required to reach commercial depths here.
2D seismic was required to locate commercial deposits.

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

: O 3D seismic led to development of prolific deposits in the 1990’s that now produce over
20% of North Dakota’s oil.

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

DECLINE IN PRIVATE AND FEDERAL RESEARCH AND DEVELOPMENT

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

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

POSSIBLE DEVELOPMENT-DEMONSTRATION PROJECTS

Cost share projects funded By federal grants such as the current coal bed methane project

proposal,
Carbon Dioxide enhanced recovery studies such as the cutrent Weyburn Unit project in
southern Saskatchewan.
, )
N’ Technology development and transfer for drilling, stimulation, production, and
reclamation.
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N Dakota Resource Council

ro) in impacts on other assets, including air and water quality, water quantity, and surface
S’ use. Taxes on extraction and production of oil and gas should be used exclusively to

R benefit from the public expenditures over which it has authority. It is hard to imagine a
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P. O. Box 1095, Dickinson ND $8602-1095
(701) 483-2851;, www.drcinfo.com

TESTIMONY: SB 2311

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

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

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

¢ Setting up an oil and gas research fund is an inappropriate use of state taxes on the
production and extraction of North Dakota’s oil and gas resources. Like other fossil
fuels, oil and gas resources represent a limited asset, and their “development” constitutes
the liquidation of that asset. In addition, cxtraction and production of oil and gas results

compensate the state for the loss of oil and gas assets, and to protect and preserve other
assets of the state that may be compromised by oil and gas extraction.

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

+ Establishing an oil and gas research council further blurs the line between private
and public interests in encrgy development. This bill would set up a government-
sponsored entity dominated by representatives from a single industry that would directly

more striking example of building conflict of interest into public policy administration.
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The interests of the public cannot possible be well-served by such an arrangement, and
/_\ the opportunity for abuse is obvious. ( |

¢ Qil and gas research and development is already lavishly subsidized at the federal
level. According to a 1980 report by Pacific Northwest Laboratory, between 1918 and
1980 the federal government spent $268.5 billion for incentives to the oil industry. The
U. S. Department of Energy in 1995 requested $483 million for fossil fuel research and
development funding. According a study by the Union of Concerned Scientists, the
effective tax rate for the oil industry is 11%, compared to 18% for non-oil industries.
Incentives for the oil and gas industry have only accelerated under the Bush
Administration. None of these measures, incidentally have moved the United States in
the direction of energy independence. Providing additional subsidies for oil and gas
research and development at the state ievel is unnecessary and will not serve the public
interest.

¢ Promoting oil and gas exploration and extraction is among the least effective
measures possible to develop a healthy economy in North Dakota. Understandably,
the State Legislature wants to take measures that will revive North Dakota’s depressed
economy. However, assisting oil and gas development will not do so. In 1995, Stark
Development Corporation published a chart showing the “new wealth coefficients,” or
economic multiplier effects, of 17 industries in North Dakota. At the top of the list were
livestock production and primary sector manufacturing with coefficients close to 3.5. Oil
‘ exploration and extraction were dead last on the list with a coefficient of less than 1. The
( ') chart demonstrated that creating government jobs would actually result in more new b
wealth for the state than increased oil and gas development. SB 2311 is not an effective
economic development measure. It is no more than another handout to an already
wealthy industry employing outmoded technology, and it will only further North
Dakota’s economic decline.
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~ SB 2311

Representative John Warner
11 March 2003

What Does Every New Oil Well Mean to North Dakota?

A typical North Dakota oil wel_l produces an average of 10 years,

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

An Average Oil Well in the First 10 Years:
¢ Produces over 200,000 barrels of oil (55 barrels of oil per day)

¢ Generates $4.4 million gross profit

=N ¢ Pays $332,000 in taxes:
T Oil production tax - $200,020
- Extraction tax - $77,000
Sales tax - $40,000
Gas production tax - $16,000

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

¢  Has operating expenses of $720,000

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

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

About 46% of the value of an oil well is returned to the local

o, economy in taxes,
ld wages, and other expenses, which help keep the local economy
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N running, the government operating, and helps reduce your tax (
S burden. |

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

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

Oil and gas companies are major consumers of electricity. A thriving oil
field has the same impact on a rural electric cooperative as a developed
commercial area, It allows the fixed costs of the cooperative to be
amortized over a much larger customer base and lowers the costs to all
consumers of electric power.
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(. - Testimony in support of: SB 2311
A Robert Harms
Governor's Counsel
State of North Dakota
March 11, 2003

State Capitol
House Finance and Taxation Committee i
Bismarck, North Dakota . *

Mir. Chairman, members of the Committee, my name is Robert Harms. I am counsel to
Governor Hoeven and sppear in support of SB 2311, which was prepared in concert with
the Governor and indusiry.

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

Wind

Coal

Ethanol

Bio-diesel

Hydro

And Oil and gas

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

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

2. Introduction of HB1145, which provides a 24-month tax holiday for shallow

“ gas wells.

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

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

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

* Attached is a graph that shows the declining production in North
o Dakota. Oil and gas is a key industry, whose revenues contribute
( ) greatly to state and local treasuries, and provide high tech jobs in a
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( dynamic industry. The Council is designed to help change that
4 ’\ production curve, stabilize and eventually increase production.

= Secondly, we need to educate the public about the importance of the
industry, and the opportunities that exist for employment. Industry
official recognize that they have a looming employment shortage
facing them in the next decade, loosing approximately 50% of the
work force, which will further challenge development in North
Dakota. The Council may help educate the educators, students,
company executives and the public about the industry and the
opportunities it offers. |

s The research council is designed to use funds produced by the oil and
gas industry to reinvest in the industry to expand production, increase
jobe, develop new technology and grow the industry with the funds it
helps to produce. The Governor believes SB2311 is sound public
policy that will advance the oil and gas industry and will help to attract
and retain young people in an exciting and rewarding field.

On behalf of Governor Hoeven we respectfully request a “DO PASS” on SB 2311.
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m X North Dakota Association of
(= Oil & Gas Producing Counties

SNV cnmuTT

P piman N.D. House Finance and Tax Committee

Dickineen P90 |
Testimony in Support of Senate Bill 2311

St ot Tuesday, March 11, 2003
11:00 AM

iyl Mr. Chairman Belter and Members of the House Finance and Tax Committee.

Makarcde Courty

: My name is Roger Chinn. I’m a McKenzie County Commissioner. I live on a ranch

Q) Ergetrstonn south of Grassy Butte,

Aien Guinen I'm also President-Elect of the North Dakota Association of Oil and Gas Producing

Wikans County Counties. This Associstion represents counties, cities and school districts which
receive oil tax revenues from the 5% gross production tax.

Venden Kveum -

Bl Courl I am here in support of Senate Bill 2311, We understand that the bill takes its funding

[ Wt from the state general fund from the oil extraction tax.
7 peltinen P00 . Forming an oil and gas research council woukd benefit not only the western energy
/ counties, but it would benefit the state. The state’s oil and gas industry is part of the

Ok state’s economy and many people in the state are not informed about it.

™ Part of the council’s work would include information about the industry to the"public: ___

A Pyhorg ¢ the public may not be aware of federal oil sites in the national grasslands that have been

Bowbele completely reclaimed

prinkibr B e ways that the oil industry uses technology to lessen impacts on the environment

Kildoar

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

We do offer a couple suggestions for the bill. The Executive Committee would like to
ask for your consideration that the Council membership include a county commissioner
from the oil or gas counties and also a legislator who represents the oil and gas

area. We think the county commissioner position will bring a useful
perspective to the Council and provide communication about projects back to the oil

and gas producing counties.
Please consider a do-pass recommendation for Senate Bill 2311, Thank you for your

[ time,
./
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! Senate Bill No, 2311
(' - Testimony of Lynn Helms
4 ) Director, N.D. 1. C. Ol & Gas Division,
House Finance and Taxation Committee
March 11, 2003

You have already heard about the potential workforce, educational, public image, and
mineral owner benefits that could be reatized from the passage of this bill,

| I am here to share information with you about some of the potential technology benefits
; that could be realized,

THE WILISTON BASIN HAS ALWAYS REQUIRED HIGH TECH

Oil discovery came 90 years after the industry was born at the Drake well and 50 years
after Spindletop.

Modem rotary drilling techniques were required to reach commercial depths here,
2D seismic was required to locate commercial deposits.

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

3D seismic led to development of prolific deposits in the 1990’s that now produce over
20% of North Dakota’s oil, |

|
‘ Horizontal drilling led to development of the largest discovery of the 1990’s in the lower
| 48 states, Now common for 100% of North Dakota’s rigs to be drilling horizontal wells,

| DECLINE IN PRIVATE AND FEDERAL RESEARCH AND DEVELOPMENT

1I0GCC study found private funding of oil and gas research and development has been
declining 3% per year since 1991,

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

POSSIBLE DEVELOPMENT-DEMONSTRATION PROJECTS
Cost share projects funded by federal grants such as the current coal bed methane project

Carbon Dioxide enhanced recovery studies such as the current Weyburn Unit project in
southern Saskatchewan,

( \) Technology development and transfer for drilling, stimulation, production, and
reclamation,
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Ron f;lgg

.\  North Dakota Petroleum Cauncil P R

Emall: ndpe@pbrigate.com
Phone: 701-223-6380
Fax: 701-232-0004
P.O. Bok 1395 ‘
Senate Bill 2311 Bismarck, ND s8502-1395
House Finance and Taxation Committee
March 11,2003 .

ChnhmmBeltunndMembmoftheCommime My name is Ron Ness, oncutiveDirectorof
meNorﬂ:DakoqulemCmil I:ppwbefaayoutodayinmppoltomeuBﬂlﬁll

North Daketa Ofl and Gas Industry Undate
. .
" & Ninth largest il producing state.
Y 31 millionbamhofoilwuvprodtwed.
¢ 85000bmelsofoilpmduoedperdly
¢ 3,287 producms wells.
¢ Averaged 14 drillink rigs per day.

4 148 oil producers operating in the State. o ,
¢ 2000 tax collections were $73.4 million - 2001 tax collections were $63.7 million. ‘ |
¢ 2002 tax collections were $58.1 millior plus $6 miltion in coliections from federal lands.
¢ The largest tax evene source for the State behind general sales, income, corporate, and

motorvehxclu ux collections, |
¢ 98, S%oftheoilmdmhxrwmuucollemdintbeUS ForestServionynemm
from North Dakota.
‘Jobs & Economic Impact
"¢ More than 2 Swpwpledimﬂyemployodintheoﬂm
¢ The average wage was $44,305 That wage is 80% above the statewide average wm of

$24,683. |
. lnempmdﬂutbetweenSO% 75%oftheindumysworkt‘oreewﬂlmtireinthonext5 |
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Senate Bill 2311 - Ofl and Gas Research Council (OGRC)
As described previous proponents, SB 2311 is an attempt to ensure that North Dakota continues
to reap the benefits of oil and gas production in the future. As you can see by this graph, North

Dakota’s oil production continues to decline.

The “oil boom” in North Dakota probably peaked in 1983 and ended in 1986. In the past 15
years, production has been on a fairly steady decline, but the decline bus been flattened by a

number of technological advances.

Horizontal drilling began iu the Bakken formation in 1987. In the early 1990's, the Lodgepole
fields in the Dickinson area were discovered, developed and unitized, resulting so far in more
than 41 million barrels of oil. - About the same time, horizontal drilling was applied to a
previously uneconomic Red River zone in Bowman County, resulting the development and
unitization of the Cedar Hills field as one of the largest oil fields in the lower 48 states.

However, even though our we continue to discover new reserves, develop new conservation
meﬂnods,mdwnﬁnuetpdevelopmwdtamﬁvemgym,danmdfmm«gymﬁmm
to outpace supply - that creates an opportunity for North Dakota to become more promineat in

supplying to the nation,

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

in North Dakots, In the past, we were fortunate to have major oil companies and very large
independent companies working actively in the State of North Dakota ot “research and
development” type projects. As those larger companies moved overseas and off-shore, the
typical North Dakota producer is s much small company, with far more limited resources for

rescarch and development.

We believe the OGRC will be an effective tool to encourage and assist with research,
development and education and alfow continued production of these valusble natural resources,
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' TN We envision the OGRC as having two main purposes:
| 1.) Research
2.) Energy Education and Career Awareness

Hopefully, the best ideas of the OGRC are yet to be realized, but here are a few that need
attention immediately:

Research’
¢ Research of coal bed methane potential.
¢ Research of shallow gas potential,
¢ Research of CO2 for enhanced recovery in existing fields.
¢ Further enhancement of horizontal drilling technology and other completion and
producing techniques.
¢ Facilitate technology transfer between drillers, producers and service industry.
L~ ¢ Apply advances & experimentation activitics in other active oil & gas regionsto
Y North Dakota explotation. , ' |
¢ Advanced geophysical survey and analysis technologies. ‘
¢ Develop initiatives for streamlining federal permitting procedures.

Energy Education and Career Awareness
¢ Landowner and royalty owner education and awareness.

¢ Educate the public about importance of the oil and gas industry to the state,
counties, and citizens.

¢ Educate and generate interest in students sbout career opportunities in North {
Dakota’s energy industry. !

¢ Educate legisiators and state leaders about North Dakota’s oil and gas industry. | |

¢ Showcase the ability of the oil and gas industry in North Dakota to responsibly
produce oil and gas in an environmentally safe manner on public and private

lands.

.

Yt

!

A e e o
I AN g e e A TRy T )
TR AL G g AN i I D T Y N T N L N T PP . o C . .

IO n‘w.“mk\'L‘i,‘%v'AWQ"i-?-’NMy‘>'n"}\!'&Ufﬁ\!wll‘,‘r;ﬁi(“)sfgf;;mm\'v53&'&?% iy

l".

The micrograghie tmiges on this #1tm are seeur ’ L

Ware #1imed T the regular coures of Lol ate reproductions of records deliversd to Modern Information VIS
(A81) for archival microf!(m. ness. The photographic process mests standards of the Amerfcen Netomel cramicrafiining s
dooamn mw'cromn NOTICE! 1 the f{imed {mage above is Less legible than :Mntbl:otico."?? 'c‘:'i?io'ﬁm,i;":,*m | B

t being
1 Date
4 .




AN We believe there s a tremendous need to put more resources towards maintaining an
oo active oil and gas industry in the state. To date, there has not been such an organized
eﬂ’oﬂinNmtthkmforoilmdmmdweneedonlyblo&katthenmofﬂn
lignite industry over the past fifteen years to see the potential results for such a program.

As discussed, there is currently a disconnect between the oil price and oil activity in
North Dakota, SB 2311 is a not a magic bullet like a major new oil discovery would be
but it provides a mechanism to start researching and developing new ideas and methods

- to bring new life to our aging oil fields and create new opportunities for oil and gas
production in western North Dakota and potentially new areas of the State in case we
don’t have the new oil discovery.

All energy sources noed to be developed as the demand for energy in the nation continues
to grow. However, the greatest opportunity still lies in fossil fuels. Foasil fuels provide
96.5% of our nations daily energy needs. Oﬂﬁnnishu%ofﬂwdailywmneeds
and natural gas provides 25%. We have these valuable natural resources in our state and
need to continue to develop them in as efficient manner as possible which will ensure
continued oil and gas tax revenues for the State and local communities. |

Thank you, for your consideration on this bill. We urge a Do-Pass on SB 2311, I would
be happy to answer any questions.
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INDUSTRIAL COMMISSION OF NORTH DAKOTA
John Hosven Wayne Stenehjem Roger Johneon |
Governor Attorney General Commissioner of Agriculture
April 14, 2003
Senate Bill 2311 Conference Committee Members
Senator Herbert Urlacher
Senator Rich Wardner

Senator Ronald Q. Nichols
Representative Earl R. Rennerfeldt
Representative Francis J. Wald
Representative John M. Warner

Dear Conferees:

The Industrial Commission of North Dakota consisting of Governor John Hoeven,
- Attorney General Wayne Stenehjem and Agriculture Commissioner Roger
Johnson went on record at thelr recent Industrial Commission meeting in support
of the establishment of an Oll and Gas Research Councll and funding of the Oil

and Gas Research Fund,

The Commission noted that there are already potential projects identified with
the need for matching funds totaling $500,000 that would have an immediate
positive iImpact on oll and gas exploration and development in North Dakota.,
Some of these research projects would open doors for expanded development
of the State's natural resources and provide additional revenue sources for our
citizens and for the State. If the research proves successful this will bring about

well-paying job opportunities for our youth,

The‘ Commission has found the Lignite Research Council to be successful in o
private-public partnership and would hope to have the same successes in
partnership with the oil and gas industry if sufficient funding is provided.

Thank you for your work on this important legislation—Senate Bill 2311,

Sincerely,
o

N Karlene Fine
) Executive Director

i

Kartene K, Fine, Executive Director and Secretery
State Capitol, 14th Floor - 800 £ Boulevard Ave Deapt 406 - Bismarck, ND 58508.0840
E-Mail: kfine@state.nd.us
Phone: {701) 3283722 FAX: (701) 328.2820

*Your Gateway to North Dekota”: Jisgovemd.com
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