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Chairman Headland and Members of the House Finance and Taxation Committee,

Thank you for allowing me to testify today in support of House Bill 1279. For the record, | am Representative
Anna Novak from District 33, where lignite power plants are more than just facilities—they are lifelines for our
communities. This bill isn't just about helping an industry; it's about protecting affordable energy for every North
Dakotan and ensuring a reliable power grid that sustains our way of life.

Lignite power plants are the backbone of North Dakota’s energy grid, providing power 24/[7, rain or shine, cold
snap or heatwave. For ratepayers, this means affordable electricity that doesn't fluctuate wildly with market
demands or weather conditions. With increasing reliance on intermittent energy sources like wind and solar, it's
crucial to maintain a stable, always-available energy source that keeps our grid reliable and energy prices
consistent.

| have had a few of my constituents ask me why | am in favor of eliminating taxes for the coal industry,
because they are concerned of the impact it would have on our local political subdivisions. I would like to clarify
that the coal industry pays two separate taxes. The coal severance tax is the tax the coal mines pay for
removal of the coal from the ground. That tax is not impacted by this bill, locally or statewide. The tax that this
bill targets is the coal conversion tax, which is the tax the lignite power plants pay for converting the coal for
electricity generation. The local portion of the coal conversion taxes will not be impacted by this bill: however,
the power plant facilities will get a 10-year tax holiday at the state level.

HB1279 provides lignite power plant operators with the financial stability needed to manage the rising costs of
maintenance, upgrades, and legal challenges driven by federal overreach and inflation—costs that would
otherwise trickle down to ratepayers. By extending the coal conversion tax relief, the bill helps keep these
expenses manageable, protecting families and businesses from unexpected increases in their electricity bills.
At the same time, the bill is a forward-looking measure that ensures lignite remains a cornerstone of affordable
and reliable energy for North Dakota, not just for today but for the next decade and beyond. It supports
predictable and fair electricity rates while enabling continued investment in innovative technologies, making
this vital resource more sustainable for the future.

| urge this committee to support HB1279, not just for the sake of the industry, but for the sake of the
hardworking ratepayers who deserve affordable and reliable power. Let's keep North Dakota’s energy
affordable, stable, and independent.

Thank you for your time and consideration, Mr. Chairman and members of the committee. With that, I'll stand
for any questions.
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Sixty-ninth
Legislative Assembly HOUSE BILL NO. 1279

of North Dakota
Introduced by
Representatives Novak, Berg, Hagert, Headland, J. Olson, S. Olson, Porter, Tveit

Senators Boehm, Patten, Thomas

ABILL for an Act to amend and reenact sections 57-60-02, 57-60-02.2, 57-60-14, and 57-61-01
of the North Dakota Century Code, relating to an exemption from the coal conversion facilities
tax and the imposition of a lignite research tax, allocation of the coal conversion facilities
privilege tax and the lignite research tax, and an exemption from the coal severance tax; to

provide an effective date; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-60-02 of the North Dakota Century Code is
amended and reenacted as follows:

57-60-02. Imposition of taxes. (Effective through June 30, 20262036)

There is hereby imposed upon the operator of each coal conversion facility a tax paid
monthly for the privilege of producing products of such coal conversion facility. The rate of the
tax must be computed as follows:

1. For all coal conversion facilities, except as otherwise provided in this section, the tax is
measured by the gross receipts derived from the facility for the preceding month and is
in the amount of two percent of its gross receipts. Gross receipts derived from the sale
of a capital asset are not subject to the tax imposed by this subsection.

2. For electrical generating plants, the tax is at a rate of sixty-five one-hundredths of
one mill times sixty percent of the installed capacity of each unit times the number of
hours in the taxable period. All electrical energy generating units that begin
construction or complete repowering are exempt from eighty-five percent of the tax
imposed by this subsection for five years from the date of the first taxable production
or from the date of the first taxable production after repowering from the unit. If a unit
is incapable of generating electricity for eighteen consecutive months, the tax on that

unit for taxable periods beginning after the eighteenth month must be reduced by the
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1 ratio that the cost of repair of the unit bears to the original cost of the unit. This
2 reduced rate remains in effect until the unit is capable of generating electricity.
3 3. For electrical generating plants, in addition to the tax imposed by subsection 2, there is
4 a tax at the rate of twenty-five one-hundredths of one mill on each kilowatt hour of
9 electricity produced for the purpose of sale. For all electrical generating plants that
6 begin construction or complete repowering, the production from the plants is exempt
7 from the tax imposed by this subsection for five years from the date of the first taxable
8 production or from the date of the first taxable production after repowering from the
9 plant.
10 4. For coal gasification plants, the tax is the greater of either the amount provided in
11 subsection 1 or thirteen and one-half cents on each one thousand cubic feet
12 [28316.83 liters] of synthetic natural gas produced for the purpose of sale but not
13 including any amount of synthetic natural gas in excess of one hundred ten million
14 cubic feet per day.
15 5. For all coal conversion facilities, other than electrical generating plants, the production
16 from the facilities is exempt from eighty-five percent of the tax imposed by this section
17 for a period of five years from the date of first taxable production from the facility. The
18 operator of each facility applying for exemption under this subsection shall certify to
19 the tax commissioner the date of first taxable production of the facility.
20 6. For coal beneficiation plants, the tax is twenty cents on each ton of two thousand
21 pounds [907.18 kilograms] of beneficiated coal produced for the purpose of sale, or
22 one and one-quarter percent of the gross receipts derived from such facility for the
23 preceding month, whichever amount is greater. Any amount of beneficiated coal
24 produced in excess of eighty percent of the design capacity of the coal beneficiation
25 plant or produced for use within a coal conversion facility is exempt from such tax.
26 7. With the exception of the tax imposed under subsection 3, the board of county
27 commissioners, by resolution, may grant the operator of a plant or facility located
28 within the county a partial or complete exemption from up to fifteen percent of the tax
29 imposed under this section for a period not to extend past June 30, 20262036. If a
30 board of county commissioners grants a partial or complete exemption for a specific
31 plant or facility under this subsection, subsection 2 of section 57-60-14 does not apply.
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Notwithstanding section 57-60-14, any tax collected from a plant or facility subject to
the exemption provided by this subsection must be allocated entirely to the county for

allocation as provided in section 57-60-15.

Imposition of taxes. (Effective after June 30, 20262036) There is hereby imposed upon

the operator of each coal conversion facility a tax paid monthly for the privilege of producing

products of such coal conversion facility. The rate of the tax must be computed as follows:

1.

For all coal conversion facilities, except as otherwise provided in this section, the tax is
measured by the gross receipts derived from the facility for the preceding month and is
in the amount of two percent of its gross receipts. Gross receipts derived from the sale
of a capital asset are not subject to the tax imposed by this subsection.

For electrical generating plants, the tax is at a rate of sixty-five one-hundredths of one
mill times sixty percent of the installed capacity of each unit times the number of hours
in the taxable period. All electrical energy generating units that begin construction or
complete repowering are exempt from eighty-five percent of the tax imposed by this
subsection for five years from the date of the first taxable production or from the date
of the first taxable production after repowering from the unit. The board of county
commissioners may, by resolution, grant to the operator of an electrical generating
plant located within the county partial or complete exemption from the remaining
fifteen percent of the tax imposed by this subsection for a period not exceeding five
years from the date of the first taxable production or from the date of the first taxable
production after repowering from the unit. If a board of county commissioners grants a
partial or complete exemption for a specific coal conversion facility under this
subsection, the provisions of subsection 2 of section 57-60-14 do not apply as that
subsection relates to revenue from the specific unit of the coal conversion facility for
which the partial or complete exemption has been granted. Notwithstanding section
57-60-14, any tax collected from a unit subject to the exemption provided by this
subsection must be allocated entirely to the county for allocation as provided in section
57-60-15. If a unit is incapable of generating electricity for eighteen consecutive
months, the tax on that unit for taxable periods beginning after the eighteenth month

must be reduced by the ratio that the cost of repair of the unit bears to the original cost
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of the unit. This reduced rate remains in effect until the unit is capable of generating

electricity.

For electrical generating plants, in addition to the tax imposed by subsection 2, there is

a tax at the rate of twenty-five one-hundredths of one mill on each kilowatt hour of

electricity produced for the purpose of sale. For all electrical generating plants that

begin construction or complete repowering, the production from the plants is exempt
from the tax imposed by this subsection for five years from the date of the first taxable
production or from the date of the first taxable production after repowering from the
plant.

For coal gasification plants, the tax is the greater of either the amount provided in

subsection 1 or thirteen and one-half cents on each one thousand cubic feet

[28316.85 liters] of synthetic natural gas produced for the purpose of sale but not

including any amount of synthetic natural gas in excess of one hundred ten million

cubic feet per day.

a. For all coal conversion facilities, other than electrical generating plants, the
production from the facilities is exempt from eighty-five percent of the tax
imposed by this section for a period of five years from the date of first taxable
production from the facility. The operator of each facility applying for exemption
under this subsection shall certify to the tax commissioner the date of first taxable
production of the facility.

b.  The board of county commissioners may, by resolution, grant to the operator of a
coal conversion facility, other than an electrical generating plant, located within
the county a partial or complete exemption from the remaining fifteen percent of
tax imposed by this section for a period not exceeding five years from the date of
the first taxable production from the facility. Notwithstanding the provisions of
section 57-60-14, any tax collected which is based upon the production of a
facility subject to the exemption provided by this subsection must be allocated
entirely to the county for allocation as provided in section 57-60-15.

For coal beneficiation plants, the tax is twenty cents on each ton of two thousand

pounds [907.18 kilograms] of beneficiated coal produced for the purpose of sale, or

one and one-quarter percent of the gross receipts derived from such facility for the
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preceding month, whichever amount is greater. Any amount of beneficiated coal
produced in excess of eighty percent of the design capacity of the coal beneficiation

plant or produced for use within a coal conversion facility is exempt from such tax.

SECTION 2. AMENDMENT. Section 57-60-02.2 of the North Dakota Century Code is

amended and reenacted as follows:

57-60-02.2. Coal conversion facility tax - Exemption - Lignite research tax -

Imposition. (Effective through June 30, 20262036)

1.

Excluding the generation tax imposed under subsection 3 of section 57-60-02, a coal
conversion facility is exempt from eighty-five percent of the tax imposed under section
57-60-02 and instead shall pay a lignite research tax equal to eighty-five percent of the
tax imposed under section 57-60-02 multiplied by five percent.

An electrical generating plant is exempt from the generation tax imposed under
subsection 3 of section 57-60-02 and instead shall pay a lignite research tax equal to

the tax imposed under subsection 3 of section 57-60-02 multiplied by five percent.

SECTION 3. AMENDMENT. Section 57-60-14 of the North Dakota Century Code is

amended and reenacted as follows:

57-60-14. Allocation of revenue - Continuing appropriation. (Effective through
June 30, 20262036)

c 8

At least quarterly, the state treasurer shall allocate:

a. The lignite research tax collections under section 57-60-02.2 to the lignite
research fund for the purposes under section 57-61-01.5.

b.  The remaining coal conversion tax collections under section 57-60-02 to the
county.

Notwithstanding any other provision of law, the allocation under this section to each

county may not be less in each calendar year than the amount certified to the state

treasurer for each county under this section in the immediately preceding calendar

year. For a county that has received less in a calendar year than the amount certified

to the state treasurer for that county in the immediately preceding calendar year, not

later than January tenth of the following year, the county auditor shall calculate the

amount that is due under this subsection and submit a statement of the amount to the

state treasurer. The state treasurer shall verify the stated amount and make the
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required payment under this subsection to the county, from collections received under
section 57-60-02, not later than March first of the following year. The funds needed to
make the distribution to counties under this subsection are appropriated on a
continuing basis for making these payments. Money received by a county under this
subsection must be distributed pursuant to section 57-60-15.

Notwithstanding any other provision of law, for a county in which is located a coal
conversion facility that was not a coal conversion facility under this chapter before
January 1, 2002, for years after 2002, subsection 2 applies to allocations to that
county under this section, except that for a county described in this subsection,
amounts received for any calendar year must be allocated by the county in the same

manner property taxes for the facility were allocated for taxable year 2001.

Allocation of revenue - Continuing appropriation. (Effective after June 30, 20262036)

1.

The state treasurer shall no less than quarterly allocate all moneys received from all
coal conversion facilities in each county pursuant to the provisions of this chapter,
fifteen percent to the county and eighty-five percent to the state general fund, except
moneys received from the tax imposed by subsection 3 of section 57-60-02, which
must be deposited in the state general fund. Five percent of all funds allocated to the
state general fund pursuant to this chapter must be allocated to the lignite research
fund, for the purposes defined in section 57-61-01.5.

Notwithstanding any other provision of law, the allocation under this section to each
county may not be less in each calendar year than the amount certified to the state
treasurer for each county under this section in the immediately preceding calendar
year. For a county that has received less in a calendar year than the amount certified
to the state treasurer for that county in the immediately preceding calendar year, not
later than January tenth of the following year, the county auditor shall calculate the
amount that is due under this subsection and submit a statement of the amount to the
state treasurer, The state treasurer shall verify the stated amount and make the
required payment under this subsection to the county, from collections received under
section 57-60-02, not later than March first of the following year. The funds needed to

make the distribution to counties under this subsection are appropriated on a
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continuing basis for making these payments. Money received by a county under this
subsection must be distributed pursuant to section 57-60-15.

Notwithstanding any other provision of law, for a county in which is located a coal
conversion facility that was not a coal conversion facility under this chapter before
January 1, 2002, for years after 2002, subsection 2 applies to allocations to that
county under this section, except that for a county described in this subsection,
amounts received for any calendar year must be allocated by the county in the same

manner property taxes for the facility were allocated for taxable year 2001.

SECTION 4. AMENDMENT. Section 57-61-01 of the North Dakota Century Code is

amended and reenacted as follows:

57-61-01. Severance tax upon coal - Imposition - In lieu of sales and use taxes -

Payment to the tax commissioner. (Effective through June 30, 20262036)

1.

There is hereby imposed upon all coal severed for sale or for industrial purposes hy
coal mines within the state a tax of thirty-seven and one-half cents per ton of two
thousand pounds [907.18 kilograms]. The severance tax is in lieu of any sales or use
taxes imposed by law. Each coal mine owner or operator shall remit the tax for each
month, within twenty-five days after the end of each month, to the tax commissioner
on reports and forms as the tax commissioner deems necessary. For the purposes of
this chapter, commercial leonardite is taxed in the same manner as coal.

The board of county commissioners, by resolution, may grant to the operator of a mine
from which the coal or commercial leonardite is mined a partial or complete exemption
from up to seventy percent of the tax imposed under this section for a period not to
extend past June 30, 26262036. Any tax revenue exceeding thirty percent of the tax
imposed under this subsection must be allocated to the county under subsection 3 of

section 57-62-02,

Severance tax upon coal - Imposition - In lieu of sales and use taxes - Payment to the

tax commissioner. (Effective after June 30, 20262036) There is hereby imposed upon all

coal severed for sale or for industrial purposes by coal mines within the state a tax of

thirty-seven and one-half cents per ton of two thousand pounds [907.18 kilograms]. The

severance tax is in lieu of any sales or use taxes imposed by law. Each coal mine owner or

operator shall remit the tax for each month, within twenty-five days after the end of each month,
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to the tax commissioner on reports and forms as the tax commissioner deems necessary. For
the purposes of this chapter, commercial lecnardite is taxed in the same manner as coal.

SECTION 5. EFFECTIVE DATE. This Act is effective for taxable production beginning after
June 30, 2025.
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FISCAL NOTE
HOUSE BILL NO. 1279

LC# 25.0895.01000
01/17/2025
Revised - 01/17/2025

1 - 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.

2023-2025 Biennium 2025-2027 Biennium 2027-2029 Bienniur: |

General Fund OtherFunds | General Fund Other Funds General Fund " Other Funds _ LE

Revenues $(21,350,000)  $(42,700,000) T ‘
EXpenditures_m T = G |

{Appropriations l

I o I

2 - County, City, School District, and Township Fiscal Effect

Identify the fiscal effect on the appropriate political subdivision.
2023-2025 Biennium 2025-2027 Biennium 2027-2029 Biennium

|
Counties _ ) 1

Cities

School Districts

Townships

3 - Bill and Fiscal Impact Summary

Provide a brief summary of the measure, including description of the provisions having fiscal impact (limited to 300
characters).

HB 1279 extends the existing coal conversion facilities privilege tax.
4 - Fiscal Impact Sections Detail

Identify and provide a brief description of the sections of the measure which have fiscal impact. Include any assumptions
and comments relevant to the analysis.

Section 2 extends the existing coal conversion facilities privilege tax that was originally enacted by HB 1412 during
the 2021 session. If enacted, HB 1279 is expected to reduce state general fund revenues.



5 - Revenues Detail

For information shown under state fiscal effect in 1 or 2, please explain the revenue amounts. Provide detail, when
appropriate, for each revenue type and fund affected and any amounts included in the execulive budget.

If enacted, HB 1279 is expected to reduce state general fund revenues by an estimated $21.35 million in the 2025-
2027 biennium and $42.7 million 2027-2029 biennium, contingent upon production activity remaining consistent with
past production.

6 - Expenditures Detail

For information shown under state fiscal effect in 1 or 2, please explain the expenditure amounts. Provide detail, when
appropriate, for each agency, line item, and fund affected and the number of FTE positions affected.

7 - Appropriations Detail

For information shown under state fiscal effect in 1 or 2, please explain the appropriation amounts. Provide detail, when
appropriate, for each agency and fund affected. Explain the relationship between the amounts shown for
expenditures and appropriations. Indicate whether the appropriation or a part of the appropriation is included in the
executive budget or relates to a continuing appropriation.

Contact Information

Name: Shailyn Hieb
Agency: Office of State Tax Commissioner
Telephone: 7013283007
Date Prepared: 01/17/2025





