
15.0240.05000 

Amendment to: SB 2035 

FISCAL NOTE 
Requested by Legislative Council 

0312612015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appro riations antici ated under current law. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision. 

2013-2015 Biennium 2015·2017 Biennium 2017-2019 Biennium 

Counties 

Cities 

School Districts 

Townships 

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

Engrossed SB 2035 with House Amendments creates a sales tax exemption for materials used to construct a 
fertilizer or chemical processing plant, changes certain provisions regarding a city or county granting property tax 
exemptions, and authorizes interim studies. 

B. Fiscal impact sections: 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. 

There is at least one $3 billion dollar plant under consideration that may break ground this spring that would qualify 
for this exemption. It is unknown what share of the cost of this $3 billion plant might be subject to this exemption 
(beyond the existing law exemption for manufacturing equipment -- this exemption would include building materials). 
Additionally, other chemical processing plants may be built in the biennium that would also qualify for this exemption. 
The overall fiscal impact is unknown. 

The changes to the provisions regarding the authorization of property tax exemptions contained in Section 1 will 
possibly result in fewer property tax exemptions being granted by cities and counties in the 2015-17 biennium. This 
may result in less shifting of property taxes from new, exempt projects onto other existing properties. It is not 
possible to estimate the magnitude of this potential change. 

3. State fiscal effect detail: 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 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, 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. 

Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 03/26/201 5  



15.0240.04000 

Amendment to: SB 2035 

FISCAL NOTE 
Requested by Legislative Council 

03/26/2015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and approoriations anticioated under current law. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

Counties 

Cities 

School Districts 

Townships 

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

Engrossed SB 2035 with House Amendments creates a sales tax exemption for materials used to construct a 
fertilizer or chemical processing plant, changes certain provisions regarding a city or county granting property tax 
exemptions, and authorizes interim studies. 

B. Fiscal impact sections: 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. 

There is at least one $3 billion dollar plant under consideration that may break ground this spring that would qualify 
for this exemption. It is unknown what share of the cost of this $3 billion plant might be subject to this exemption 
(beyond the existing law exemption for manufacturing equipment -- this exemption would include building materials). 
Additionally, other chemical processing plants may be built in the biennium that would also qualify for this exemption. 
The overall fiscal impact is unknown. 

The changes to the provisions regarding the authorization of property tax exemptions contained in Section 1 will 
possibly result in fewer property tax exemptions being granted by cities and counties in the 2015-17 biennium. This 
may result in less shifting of property taxes from new, exempt projects onto other existing properties. It is not 
possible to estimate the magnitude of this potential change. 

3. State fiscal effect detail: 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 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, 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. 

Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 03/26/201 5 



15.0240.03000 

Amendment to: SB 2035 

FISCAL NOTE 
Requested by Legislative Council 

02/24/2015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d 't' f ' d d ti eves an appropna 10ns an 1cmate un ercurren aw. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2013·2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

Counties 

Cities 

School Districts 

Townships 

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

Engrossed SB 2035 creates a sales tax exemption for materials used to construct a fertilizer or chemical processing 
plant, changes certain provisions regarding a city or county granting property tax exemptions, and authorizes an 
interim study. 

B. Fiscal impact sections: 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. 

There is at least one $3 billion dollar plant under consideration that may break ground this spring that would qualify 
for this exemption. It is unknown what share of the cost of this $3 billion plant might be subject to this exemption 
(beyond the existing law exemption for manufacturing equipment -- this exemption would include building materials). 
Additionally, other chemical processing plants may be built in the biennium that would also qualify for this exemption. 
The overall fiscal impact is unknown. 

The changes to the provisions regarding the authorization of property tax exemptions contained in Section 1 will 
possibly result in fewer property tax exemptions being granted by cities and counties in the 2015-17 biennium. This 
may result in less shifting of property taxes from new, exempt projects onto other existing properties. It is not 
possible to estimate the magnitude of this potential change. 

3. State fiscal effect detail: 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 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, 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. 

Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 02/25/201 5  



1 5.0240.02000 

Bill/Resolution No.: SB 2035 

FISCAL NOTE 
Requested by Legislative Council 

12/19/2014 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
1 1 d · r  r ·  t d  d tt eve s an appropna JOns an 1cipa e un er curren aw. 

2013-2015 Biennium 2015-2017 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

2017-2019 Biennium 

General Fund Other Funds 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision. 

2013-2015 Biennium 2015-2017 Biennium 2017-2019 Biennium 

Counties 

Cities 

School Districts 

Townships 

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

SB 2035 creates a sales tax exemption for materials used to construct a fertilizer or chemical processing plant. 

B. Fiscal impact sections: 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. 

There is at least one $3 billion dollar plant under consideration that may break ground this spring that would qualify 
for this exemption. It is unknown what share of the cost of this $3 billion plant might be subject to this exemption 
(over and above the existing law exemption for manufacturing equipment -- this exemption would include building 
materials). Additionally, other chemical processing plants may be built in the biennium that would also qualify for this 
exemption. The overall fiscal impact is unknown. 

3. State fiscal effect detail: 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 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, 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. 



Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 01/ 1 5/2015 
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Finance and Taxation Committee 
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D Conference Committee 
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Explanation or reason for introduction of bil l/resolution :  

Relating to a sales tax exemption for tangible personal property used to con struct 

a ferti l izer or chemical processing facility; to amend and reenact subsection 4 of section 

57-40.2-03 .3  of the North Dakota Century Code, relating to a use tax exemption for 

tangible personal  property used to con struct a ferti l izer or chemical processing facil ity; and 

to provide for a retroactive effective date. 

Min utes:  Attachment #1 , 2, 3 ,  4,  5 

The committee was cal led back to order by Chairman Cook. Tim Dawson with Leg islative 
Counci l  was present to explain the b i l l ,  not to testify in favor of or opposition to the b i l l .  

Senator Dotzen rod: We have had a sales tax exemption for ag processing facil ities on the 
books for some time. That wou ld not apply in th is  case? 

Tim Dawson:  That i s  correct. 

Senator Bekkedah l :  Does this  apply to any of the extraction taxes levied on the gas that is  
del ivered to the plant? 

Tim Dawson :  No. 

Senator Dotzen rod : If someone bui lds a plant to process gas it seems to me that it you 
could be covering more than a ferti l izer plant. 

Tim Dawson :  Subsection 4 on page 2 defines it. 

Alan Anderso n :  Commissioner with the North Dakota Department of Commerce testified in 
favor of the bi l l .  See attachment #1 . 
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Chairman Cook: How do we real ize if th is exemption is needed to make the pant actual ly 
come to fru ition? 

Alan Anderson :  I th ink some of those you could ask our partners. What I would say is that 
we have some very good incentives on the books and we use those for the primary sector 
industries that we are rea l ly tryin g  to encourage investment. 

Chairman Cook: Any idea what the d ifference in dol lar amounts is between the exemption 
on equipment and mach inery versus bui ld ing materials? 

Alan Anderson : Our current estimate they wou ld get about a $33,000,000 sales tax value 
from it and th is add itiona l  wou ld be $ 1 0,000,000. So i t  is  about a quarter or a third ,  
somewhere i n  that range.  

Senator Triplett: In  your testimony you said the CHS plant has announced that they are 
moving forward with it. I f  they have already decided to move forward with an investment of 
this sort then a new exemption should be unnecessary. The extent to which we want to 
have 3 or 4 of  the largest investments in our h istory happen all at once in qu ick order is a 
question in  my m ind given that we already have an enormous workforce shortage, we 
already have commun ities across the state struggl ing m ightily to keep up with 
in frastructure .  Why we would give an add itional incentive to speed up the decision making 
to impact more of  our communities in that way. There is an argument for orderly 
development and I am not sure that this is a good move. When the legislature gave those 
exemptions to ag processing it was because we were in a decl in ing economy, we were 
los ing people, we were send ing al l  of our commodities out of state and we saw that as a 
way to regenerate the economy of North Dakota at a time that it was fai l ing. 

Alan Anderson :  I f  not d ivers i fy now than when? What you are seeing is coal prices being 
very low, commod ity prices bein g  very low on the agriculture side, o i l  prices being very low. 
It will put an impact on our revenues coming into the state. The best way to balance and 
have more ratable revenue coming in is through a d iversified economy. Many companies in  
the past have done exactly what we are su ggesting with movin g  down the value chain of a 
certain industry. The reason they d id that is to d iversify so that when one commodity went 
down they could balance with the other. To me this is the exact perfect time to go forward 
with a project l ike this.  The third item I would say is that not al l  counties in North Dakota 
have had the same amount of growth stress that those in western North Dakota . There 
have actually been 8-1 2  counties that are sti l l  decl in ing; they would greatly appreciate this 
type of program.  

Senator Trip lett: The Chairman has brought in a b i l l  that I l ike a lot wh ich is  that we start a 
rol l i ng, every 6 years serious study of what our tax exemptions, from the past, are doing 
and i f  they are affective . I f  what we want is  targeted investment then maybe we put 
cond itions on it. 

Alan Anderson : Commerce also supports very much havin g  a review of our incentive 
programs in a cyclical basis so truly understand.  There is a lways some subjectivity weather 
that one particu lar was the one that got them over the hump to make the investment but I 
th ink l istening to the private partners wil l  help. 
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Chairman Cook: I th ink that this is a good conversation to have especially i n  regards to 
reviewin g  this every 6 years . 

Senator Laffen :  I f  we just changed North Dakota's laws l ike this one to just simply state i f  you 
use a North Dakota commod ity as a feedstock to some sort of production plant that a l l  the 
sales tax wou ld be exempt for everybody. Would we be missin g  anybody? 

Alan Anderson :  I would need to look at it a l ittle bit to make a determination on how that 
impacts it. What I would say is with a l l  of  these faci l ities we wou ldn't recommend going  forward 
u n less we thought that they cou ld be world-class and cou ld compete on a world-wide basis. 

Senator Bekkedahl : I n  terms of the long term revenue, other than local property tax, income 
tax related to job structure , what is the long term revenue stream payback to the state of North 
Dakota? 

Alan Anderson :  I don't know i f  we have done a lon g term economic a na lysis,  we cou ld . I can 
assure you it would be h u ge and I think that the Chairman would be the best to answer the 
question of  what the value has been of the Mandan refinery to Morton County over the last 60 
years and i f  a sales tax exemption durin g  the early times of  1 954 has been paid out not on ly 
though property tax,  add itional sales tax, great paying jobs over the last 60 years. These are 
projects that wi l l  benefit the state for decades to come. 

Shane Goettle: Badlands NGL, testified in favor of the b i l l .  See attachment #2 . 

Chairman Cook: How large of a footprint wi l l  they need? 

S hane Goettle: We think  that the sweet spot is somewhere between 1 ,000-2,000 acres , in  
terms of land i t  wi l l  use.  Now, there is going to be a buffer around i t  and the plant wi l l  sit with i n  
the buffer. 

Senator Triplett: When you say that Bad lands is proceed ing with the development, 
construction ,  startup and operation can you just say what that means relative to the l ikel ihood 
that it wi l l  happen .  Have they got financing in  place? 

Shane Goettle: We had an A round in which we raised what we needed to help finance some 
of the engi neeri n g  that needed to be done for a plant of this size as wel l  as undertake a 
number of  stud ies. One of  them that is underway ri ght now is to do some accurate projections  
o f  the amount of  natura l  gas that w i l l  be  avai lable over the next ten years as  wel l  as  a 
transportation study that I mentioned . Once we have some ethane sourced and committed for 
a long period of t ime to then take the marketing agreement that we h ave with Vinmar and the 
contracts that we have s igned with feedstock suppl iers and take that to Wal l  Street for the 
equ ity and the financing. That has been soft circled ; we have had the n umber of conversations 
with investors that looks very promisin g. 

Senator Trip lett: Does the company have an estimated t imel ine of  when they might have 
financing in p lace? 
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Shane Goettle : We are a l ittle bit passed our timeline to have that wrapped up. I am optimistic 
that we wi l l  have some deals there .  

Jake Haml in :  Director of state government relations for CHS. Spoke in  favor of the bi l l .  

Senator Trip lett: You talk about temporary jobs in the Jamestown area, do you plan on settin g  
u p  crew camps for those people? 

Jake Haml in :  Yes,  one of the many factors we are evaluatin g  with respect to the project what I 
wil l  say is that I believe that Stutsman County and the city of Jamestown have developed 
standards for crew camps so we would fol low those for anything that needs to be constructed.  

Senator Triplett: Does your company expect to have to come back to the legis lature or request 
your community to have to come back to the legislature tp upgrade a system of roads for you 
or to bui ld a waste water treatment plant. 

Jake Haml in :  Both at the state and local levels we have had great support from officials to be 
able to have a long term vis ion to determine i f  we need any add itional investments in th ings 
and I think where we are at right now we don't see any need for additional i nfrastructure 
speci fic to roads.  

Ron Ness: North Dakota Petroleum Counci l  spoke in favor of the bi l l .  

Randy Schneider: North Dakota Ethanol Producers Association .  See attached testimony #3.  

Kayla Pu lvermacher: North Dakota Farmers Union, spoke in support of the bi l l .  

Joel  Gi lberston :  Eagles Led ge, spoke in support of the bi l l .  

Connie Ova: CEO, Jamestown/Stutsman Development Corporation and vice president of the 
Economic Development Association of North Dakota . See attachment #4. 

Dena Weisy: Greater North Dakota Chamber, presented testimony written by Jon Godfred . 
See attachment #5. 

There was no further testimony in support and no testimony in  opposition .  Chairman Cook 
closed the hearing on SB 2035 
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D Subcommittee 
D Conference Committee 

Committee Clerk Signature 

Explanation or reason for introduction of bil l/resolution:  

Committee work. 

Minutes : 

Chairman Cook opened the committee work on SB2035. 
Sales tax exemption for chemical plant and a ferti l izer plant. We are talking about potential 
for a $4 bi l l ion chemical plant; one $3 bi l l ion fert i l izer plant in Stutsman County, I bel ieve 
another one in Grand Forks. I thought we heard a great arg ument on the floor of the 
senate yesterday and to why we should not be g iving a sales tax exemption for the bui ld ing 
of a fert i l izer plant. That's what I heard . It's an issue that we need to deal with here .  I think 
what is m issing i n  th is d iscussion ,  and we saw it yesterday, is some sort of relationship, 
conversation or study, between the state and local governments when the potential of a 
project of th is magn itude comes along. We, I th ink,  seen Stutsman County competing for 
other areas i n  the state for the ferti l izer plant. There were local incentives g iven .  I t  does 
create an impact on Stutsman County. I th ink the real unfortunate county is Barnes 
County. They had no say in any of the incentives that were given .  They are tremendously 
impacted . I 'm not sure when the chemical plant might be bui lt , if it wil l be built with in the 
next two years .  The ferti l izer plant, they think they've got a bigger issue and that's water. I 
don't see it being bui lt in  the next 2 years . I don't know if there is some way we can put 
someth ing on this bi l l  to create the mechan ism the means for these d iscussions to take 
place but they are needed d iscussions you have to have before you start g iving incentives 
out on projects of this magn itude. Barnes County should have been involved in the 
d iscussion . Local government and the state should be . I bring that up . That's my one red 
flag on th is th ing.  

Senator Triplett - - I appreciate your comments about the project being held up because of 
water issues. They decide to go ahead and build it and then,  what, it just puts more 
pressure on the state to move the M issouri River more q uickly toward them before we 
might otherwise be ready to make that cal l ,  s ince the federal  government seems a l ittle 
slow to be picking up that project. I agree with you, wholehearted ly, that this is not just al l  
of the affected local governments but, certainly, a l l  of the relative state agencies not to be 
included in the conversation too before decisions of this sort are made. You can't j ust 
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make a problem for yourself and then come runn ing to the state and say now we need a 
gazi l l ion dol lars to fix the problem that we brought upon ourselves. 

Senator Bekkedahl  - - I would agree with what Senator Triplett said . One of the things that 
I would l ike to see and maybe there is a provision that the Department of Commerce has to 
be involved in these d iscussions; or somehow the state . Maybe there are legislative council 
members there but there should be a process where everybody can be involved . What we 
did in our local northwest area of North Dakota was at one point we talked about, instead of 
al l  of us when it was real ly s l im pickings up there, competing for the same projects; Minot 
would put "x" n umber of dol lars on the table and then Wi l l iston would put "x" n umbers and 
Tioga would be out of the mix because they could n't compete. What I brought forward in 
that region was we should do a swat analysis of our strengths and weaknesses as our 
communities and say if it's a Hess project that involved oil and gas and Tioga is the place, 
we should a l l  support that. Because that is their strength . If it's someth ing that has to do 
with retai l  development and Minot is the strength , we should support M inot. I don't know 
how you do that on the state level but instead of al l  of us fighting for the same smal l  
pickings and putting us in  the position that Stutsman County's in  right now where they have 
g iven away a lot of the farm to make this happen and there's some suffering for that, we 
need to be at that table and we need to start looking at strengths and weaknesses and 
putting these places where they fit. Water is going to be a situation here and probably 
should have been a larger analysis piece of the puzzle before they placed it where they 
need . 

Chairman Cook -- We al l  want the ferti l izer plant to be bui lt i n  North Dakota . There's a 
benefit to the farmers to have this fert i l izer produced in the state of North Dakota , To what 
degree it becomes a commodity that is going to get sold out of the state, if that's where they 
get the h ighest price, I don't th ink  it's going to drive the price of fert i l izer down . Anybody got 
an idea of how we might do something here? 

Senator Dotzenrod -- To add to the l ine of th inking on this ferti l izer project, the benefits are 
going to spread out and conceivably over a big area.  What we are seeing around the 
country is states competing against other states. We had quite a competition on that corn 
sugar plant down at Wahpeton .  (meter 6: 1 5-6 :50).  The big battery plant that is in Nevada 
now, Nevada's incentives are going to cost Nevada around $1 bi l l ion for s iteing that facil ity 
there. What you are seeing around the country is states,  and you saw this with automobile 
plants in  the southeast and a lot of big operations the states are having to, if they are going 
to be in the game, they are going to have to make some pretty sign ificant concessions to 
get these. I n  the tax committee here, a lot of our decisions are based on keeping us 
competitive, making the environment friendly for business , doing what we can ,  g iv ing up 
state resources,  passing bi l ls that reduce our revenues and doing this with the idea that we 
want to be part of that system.  I don't think it's j ust Stutsman County. I th ink ,  we as a 
state, as policy makers ,  are actively engaged in  the process of g iving up revenues to try to 
make the environment here as friendly as we can .  What happened in Stutsman County, I 
think they put some incentives out there that other counties d id .  When the corn sweetener 
plant was bui lt in Richland County, there was property tax exemptions and other things put 
on the table. The Hankinson Ethanol Plant it was 5 year property tax exemptions and other 
things offered that were part of it and,  in  today's world , that's j ust being real .  This possible 
plastic prod uct that would be made from natural gas, we are not sure where it 's going to get 
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bui lt. Hopeful ly it wi l l  come to North Dakota but before it is done, we wil l  be there trying to 
do what we can to provide incentives to get them here, and it wil l  cost us some state 
revenues to do that. I don't necessarily object to that. I th ink that's real ly the kind of world 
we are l iving in today. I th ink that we are participating here at th is table when we have 
passed these sales tax and other exemptions, we're giving up reven ues, just as Stutsman 
gave up revenues. Sitting the water issue aside, because that could be terrifical ly a huge 
problem before we're done, the big problem I see up there with that operation is the volume 
of weight, the freight, the volume of heavy stuff that's got to be hauled in and out of there al l  
the t ime, it's going to be the pervertable beehive. 

C hairman Cook -- I agree we all are and we are going to make a decision here before long 
on this b i l l .  My q uestion is: for some of these tremendously large projects, should there be 
some mechan ism in place where there needs to be a conversation between all the parties 
involved and that can be impacted by it, to look at the big picture as far as incentives. 

Senator Triplett - - One way to get us further involved in the conversation would be to have 
a do not pass on this bi l l .  I th ink that would send people a message that maybe it's time to 
engage the leg islature a l ittle sooner in  the process. I note that these are manufacturing 
plants and they already have h uge sales tax exemptions and this is an add itional one for 
the tangible personal property. I had the sense, l istening to everyone who testified in favor 
of this b i l l ,  that this is not a make or break for any of these decis ions. It's just one more way 
of coming to the table to ask for additional reduction in taxes. I especial ly appreciated the 
honesty of the fel low who was talking about the Devils Lake project and he said that their 
decision is based , number one on feedstock avai labi l ity, number two on the fact of there 
being a shortage of d iesel within the states so they see a need for their product and , 
n umber three, the fact that the property they have proposed has the abi l ity to expand in the 
future. He d idn 't exactly put a number 4 on this one but then he fol lowed by saying this bi l l  
is not a defin ing factor but is defin itely a benefit. Wel l ,  of course it's a benefit if  you have to 
pay fewer taxes, it helps your bottom l ine. I 'm not sure if th is is such a big deal for 
anybody.  If we real ly were sitting here rol l ing in  cash, as everyone expected when these 
bi l ls were d rafted , and the truth is, we are not rol l ing in cash and we've had a pretty stern 
l ittle wake-up cal l  about not g iving away the ship.  I won't make the motion if  other people 
want more time to th ink about it, but I am prepared to make a do not pass motion whenever 
the chair  th inks it is appropriate. 

Chairman Cook -- I would l ike to point out though that the chemical plant, I recal l  from their 
testimony, their cost of bui ld ing here is 1 40% of what it would be somewhere else. That's a 
factor that we l ive with in  North Dakota right now with construction costs compared to the 
rest. Let's set this aside. Maybe there will be a conversation or two that we ca have. 

Senator Dotzenrod -- One th ing that strikes me about all these projects is the tremendous 
impact on the DOT. Essential ly, to get these th ings to work somebody's got to spend a lot 
of money in getting the roads in and out of there right and that is a lot of the money. DOT 
has a fairly large part of their operation is in plann ing .  They do have plans that go out quite 
a way. It seems if we were going to try to find a way so that there isn't these surprise bi l ls 
and we get extra bi l ls  thrown at us that if you could require or somehow have a commerce 
department pol icy that you get the DOT involved and start having them participate in  the 
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planning process , I think that would be one big step forward . That is a huge impact item on 
these processing plants . 

C hairman Cook -- I remember sitting on an interim transportation committee l istening to a 
DOT report ta lking about the truck traffic going to an ethanol plant and the cost to maintain 
the roads to go to that plant. And I had the same thought, why did n't we have th is 
conversation before we ever d id what we d id .  

Senator Bekkedahl  -- I can respond to that because I 've dealt with the DOT for many 
years and Senator Oehlke would be the expert with transportation committee, but the 
response that we've gotten in the past in our region to development projects and we've 
been very good about bringing the project at its infancy d iscussion phase to the DOT. The 
response we used to get was when the project is developed and when it is bui lt and when 
the roads are beat up then we' l l  deal with the issue. I think it had to do with the lack of 
adeq uate funding more that it d id anything else. The other issue that I th ink is important 
here to Senator Dotzen rod's discussion is, if you go over there and look at their  thousand 
employee base, I think their planning staff is very small in  consideration to what they have 
for employee base. At one point it was 3 or 4 employees. P lanning has been an issue and 
I think with the i ncreased dol lars you are seeing appropriated to them, they are gett ing 
better at that. 

Senator Oehlke -- I am on the transportation committee and their 5 year p lan ,  defin itely 
includes these areas . I th ink one of the things that they have learned , particularly from the 
out west areas, is that mon ies that are going into transportation ,  it is costing more to build 
roads that's because they are insisting that if they are going to put money into roads they 
have to built up to 1 05 ,000# capacity use so that they don't get obl iterated when they get 
d riven on with heavy trucks. Everybody has heavy trucks .  Senator Dotzenrod , you 
probably have a semi .  Every farmer has those now. That i s  not an exception.  So  these 
heavy trucks defin itely need the built up roads in order to operate on them.  It does cost 
more but they are going to last and the maintenance on them is going to be much less. 

Senator Bekkedah l  - - One more fol low-up, my perception of how we deal with this as a 
state is that these are al l  infrastructure issues. You have physical i nfrastructure with the 
road systems and the water systems and all those things need to be in place; and you have 
tax infrastructure . We have to meld this a l l  together somehow. My goal has always been 
that the state is competitive on a long-term basis with other states for other projects and 
where we spend our harvested money from oil and gas tax resources ,  wh ich are enormous, 
we've already seen that, i f  we can use it  in al l  these infrastructure areas to place the 
framework that makes us the most competitive state. That's where I th ink we need to go.  

Senator Laffen -- I th ink we are the most competitive state. That's why we are growing the 
fastest. There's a lot of states that have the resources we have but it is happen ing here 
because of our pol icies. One could argue that we are maybe too competitive . One could 
arg ue that it is happening too fast here but I th ink pricing wi l l  adjust that. I'm pretty proud of 
North Dakota and the pol icies we've got in place that is a l lowing to happen what's 
happening because I can tel l  you from a business that serves a l l  of that, it ra ises every 
ship .  
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Chairman Cook -- We a re going to have to take care of this here this afternoon. G ive her 
some thought, come with them. We can always put a n  amendment on . 
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Chairman Cook opened the committee work on 882035. 
Sales tax exemption for chemical and ferti l izer plants. We've had a couple of d iscussions 
on it. I've handed out amendments (Attachment #1 ). The meat of the amendments start 
on the bottom of page 4 .  Projects after June 30, 20 1 5, would have a cap on the amount of 
property tax rel ief that they could g ive. The cap I set, not for any intel l igent reason ,  at $ 1  
m i l l ion . That would b e  the cap, if they wanted to g o  over that cap ,  they would need to g o  to 
the Department of Commerce. The Department of Commerce may authorize an increase 
i n  the maximum benefit u nder th is subsection during the l ife of the project, upon request of 
the mun icipal ity that granted the tax benefit, and a showing that the increase would be in  
the best interest of the taxing d istricts in which the project is to be located . Consideration 
and action by the Department of Commerce of the request u nder this section must be 
conducted at a publ ic hearing and notice of that meeting must be provided to each affected 
taxing d istrict and any existing business with the mun icipal ity for which the potential project 
would be a competitor. The types of projects I 'm th inking of here ,  folks, we find ourselves 
in kind of a new area when we start seeing $4 bi l l ion and $3 bi l l ion projects being bui lt . 
Projects l ike that don't only affect the pol itical sub. I 'm th inking the county in wh ich its 
located but it's also to affect neighboring counties . As we d iscussed last week, it's wise to 
somehow generate a d iscussion between al l  players that are involved in  formulating a big 
picture economic development incentive. That is the intent. 

Senator Triplett -- I th ink I agree with the general premise of your proposed amendment 
but on the last paragraph of the amendment on page 5,  if it were to go to the Department of 
Commerce, that the required showing would be that it would be in the best interest of the 
taxing d istricts in which the project is located . It seems to me that sort of a showing should 
be with in  the prevue of the local folks. That is their job. But what you said out loud is that 
you are concerned about spi l l-over effects on other taxing jurisd ictions and that does seem 
to need to be more the prevue of the state, to take into consideration the larger picture. 
Maybe, when it gets to the level of the Department of Commerce the showing would be that 
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it is in the best interest of the reg ion or the state. Someth ing that gets it beyond just the 
taxing d istrict in wh ich it is located because I th ink that belongs to the loca l board . 

Chairman Cook -- Best interest of the state? 

Senator Triplett -- That would make it better for me. 

Senator Laffen - - I assume that Commerce would have full authority then ,  in between, to 
make that decision without us . It's j ust their decision to be able to go beyond that? 

Chairman Cook -- That's my intent. The Department of Commerce, of course, answers to 
the executive d i rector of the state, the governor. I would th ink that the Department of 
Commerce, at that point, would also be contemplating whatever state incentives might be 
offered . And I don't look at it as if we are g iving the Department of Commerce some extra 
authority that we don't have. We don't have it right now. The intent of the amendments is 
to create some vehicle in wh ich a d iscussion can happen .  

Senator Dotzenrod -- The term, municipality, some of these projects are not occurring in  a 
municipality. The tax decision is made by a county. Counties are mun icipal ities? Okay. 

Senator Laffen - - Word of this amendment got out over the weekend and I got a lot of 
phone calls from economic developers and people who have an interest in this. The 
concern, that most of them had , was that there are a lot of states that real ly would l ike 
these projects. They are not in  the position that we are right now, in  terms of economic 
development and we aren't g iving away cash l ike the other states are .  Their fear is that, 
with a $1 mi l l ion cap, that is a l l  the incentive they can use as a promotion,  not knowing at 
a l l  if Commerce would go beyond that. The cap becomes the l imit, when they are trying to 
promote these projects. They are saying that we are up against states that are writ ing $20 
m i l l ion checks to try to get projects l ike this. 

Chairman Cook - - I don't see it as someth ing that would h inder our abi l ity to compete. 
suppose we could put someth ing on here that would put a time certain  as far as how many 
days the Department of Commerce could have to conduct the hearing and make a 
decision . The local mun icipa l ity is not going to be the one giving away the cash .  It's going 
to be the state and I would see this would aid that decis ion . 

Senator Dotzenrod -- When we are talking about the $ 1  mi l l ion cap, are we talking about 
the 5 year property tax exemption? Because I th ink wherever you go in  North Dakota , or 
probably any other state around us, it's almost a prerequisite to getting a project. It's fairly 
normal .  Maybe we've got enough economic development in this state . If we want to cut it 
off or reduce it, that's a pol icy decision the leg islature could make.  If we want to take the 
attitude that the incentives and the process we've set up for other projects would be carried 
forward and we want to have that become the way we do th ings,  we should accept the fact 
that a 5 year property tax exemption is what it is. I think we got i nto this issue because of 
the question of, what's the states obligation , if we're going to have this big project and it's 
driven by local developers and local people giving away tax benefits . How do you get the 
state involved in the process so that we don't get surprised with requests for many mi l l ions 
of dol lars for road and infrastructure improvements? I th ink it's a big change. 
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Chairman Cook -- I 'm not looking at this effecting 99 1 /2% of al l  economic development 
projects where local governments g ive property tax exemptions. I 'm looking at those types 
of projects that are of the magn itude of what we see i n  our state right now: $4 bi l l ion 
chemical plant, $3 b i l l ion fert i l izer plant. Those are the ones that I think it is wise to get 
local and state conversations going at the same time as they are negotiating with the 
developers . And maybe the $1 mi l l ion is too low. Maybe that n umber has to be h igher. 

Senator Triplett -- Just fol lowing up on Senator Dotzenrod's comments, you d id ind icate 
that the $ 1  mi l l ion was kind of pul led out of the rabbit hat, d id you check with the 
Association of Counties or the economic development folks or anybody to know if you are 
accurate when you say it wou ld n't apply to 99% of them? Maybe we should get that 
information so that we know what we are talking about. 

Chairman Cook - - No, I d idn't. That is why we are here this morn ing . I share the 
amendments. I visited with counties last week. And I th ink the feel ing was that we need to 
have a conversation at the table . 

Justin is here .  I would recommend comments about what they th ink about the $1  mi l l ion 
cap. I can tel l  you that this gentleman , Terry Traynor, is probably going to say something 
about he doesn't want Commerce to get in the way of counties competing for business . 

Terry Traynor, Association of Counties -- I d id have a d iscussion with the county 
commissioners on our legis lative committee on Friday after having a d iscussion with the 
chai rman.  I apolog ize if that caused a firestorm of e-mai ls.  I thought that was the intention :  
to get some input on that. There was understand ing of the issue and why i t  was being 
proposed . Most of the more urban county commissioners were uncomfortable with it, for 
the reasons that you point it. It seems l ike ,  al l  of the sudden, they are advocating their 
responsibi l ity to Commerce when it comes to those major projects. I can see the wisdom in 
this when we are talking about big projects. It seems to me l ike a mi l l ion dol lars is too low. 
That would be a one hundred percent exemption per one year on a bi l l ion dol lar project. If 
it's a bi l l ion dol lar project, I 'm guessing as Senator Dotzenrod said , 5 years is common. 
More common ,  on some of those large projects, is payment in  l ieu of taxes, where they wi l l  
do 1 80 and then step it  down over 10 years, which would probably be more in the 
neighborhood of $ 1 0 mi l l ion.  A mi l l ion might be a l ittle on the low side for what is being 
proposed . It was a general reluctance to get beh ind this from the more urban cou nties 
because they felt that they were losing someth ing to state control .  

C hairman Cook -- And that reluctance would d imin ish if i t  was $ 1 0  m i l l ion . 

Terry Traynor -- Certain ly that would help. I don't know if it would total ly go away. 

Senator Triplett -- Would any part of the reluctance �o away with the suggestion that I 
made on page 5, 3rd paragraph down, starting on the 4t l ine, it would say that the granting 
of the i ncrease would be in the best interest of the state, rather than in the taxing districts in 
which the project is located . 
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Terry Traynor -- Absolutely. I think that is a real good d istinction because, frankly, the 
commissioners understood that we were talking about projects that affect more than one 
county and that, to me, is the only reason that the state has an i nterest. 

Chairman Cook -- J ustin ,  do you have a comment about the amount of the cap? 

Justin Dever, Department of Commerce - - I would concur this th is amount is probably 
qu ite low. There is mention of a 5 year exemption , for value added ag projects it cou ld be 
actual ly a 1 0  year exemption.  So if an ethanol plant, for example, were to receive this over 
1 0  years, I 'm guessing the $ 1  mi l l ion is qu ite low for a $300 m il l ion project. I 'm not sure 
what the exact amount is.  I don't know if $ 1 0 mil l ion gets you closer to that. If the goal is to 
have 99% of the projects not be impacted , you may want add itional information to find out 
what that number could be. 

Senator Triplett - - Is  that information that you cou ld get for us? 

Justin Dever - - I would hope that the tax department might be able to look at some state 
averages or someth ing as far as property taxes paid . 

Senator Triplett -- Is that to say, you don't have the i nformation in  your office? 

Justin Dever -- As far as I know, property tax is decided at the local leve l .  We don't 
provide any input on that. 

Chairman Cook -- Terry, can I ask you another question? The other concern I have about 
even putting another n umber i n  here, let's take a look at the fert i l izer plant i n  Stutsman 
County. Stutsman County negotiated an, in l ieu of taxes, I bel ieve it was $3 mi l l ion a year 
over 20 years.  Could Stutsman County even calcu late , at that point, what the tax benefit 
is? 

Terry Traynor -- I was just commun icating with the aud itor there and asking him if he could 
do that and he is calcu lating as we speak. He d id point out one th ing ,  in response to my 
in itial ema i l ,  these projects are not done without Commerce's involvement. A project of this 
nature, even one much smal ler, the local economic development and the city or the county 
commission , they are in contact with Commerce immediately because it is so important to 
have that coord inated effort to secure a project l ike that. They wanted to make that clear. 

Chairman Cook - - You would have to have some idea of what the taxable value of the 
property is, that's my question: 

Terry Traynor - - I 'm assuming when they came up with the $3 mil l ion they knew what it 
would have been otherwise. 

Chairman Cook -- About the amendments, I would suggest that we, on page 4, subsection 
3, change 1 to 1 0 , so it's $ 1 0  mil l ion;  and I would suggest that we put Senator Trip lett's 
suggested change on the paragraph 3 on page 5 where we delete taxing d istricts in wh ich 
the project is located and just put in ,  of the state. Committee, I would hope that we could 
put these amendments on .  I don't know where they wi l l  be at the end when it's over with 
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but I th ink what they bring to this d iscussion is a d iscussion that needs to happen and I 'd 
l ike to see th is go over to the House with this d iscussion.  

Senator Laffen - - Are we just trying to get Commerce involved or are we trying to g ive 
them enough leverage to steer? 

C hairman Cook -- I 'm trying to create a situation where everybody that is impacted has a 
seat at the table when the negotiating is going on.  The county is sti l l  going to have to make 
its decision . It's going to be l im ited at $ 1 0  mil l ion without Commerce's blessing.  Hopeful ly 
when Commerce gives their blessing , they are giving it with a big picture look. 

Senator Dotzenrod -- On page 5,  3rd paragraph,  it starts out, the Department of 
Commerce may authorize an increase in the maximum tax benefit, does that also then 
imply that they may not authorize an increase. That is, they would have, at that point, the 
authority to say "no more"  to the local .  We are granting that the Department of Commerce 
the right to exercise control over a municipalities taxing authority. 

C hairman Cook -- You are right. We are .  

Senator Dotzen rod - - It does seem l ike it's a pretty sign ificant change and it's a l ittle hard 
to know if the criteria that the Commerce Department would use;  in  a way it almost seems 
l ike we are g iving them a pol icy making role. I 'm not too comfortable with this sort of 
approach . The position we are i n  right now and I know there was some concern with the 
cost to the state with that Stutsman County project and then there is this $1 bi l l ion project 
with the plastics and what could happen with state obl igations. But the state always has 
the right to say no. The state can say, you requested this many mi l l ion.  We wil l  g ive you 
this much . 

C hairman Cook -- Senator Dotzenrod , under what circumstances do you think the 
Department of Commerce would say no? 

Senator Dotzenrod -- I guess, offhand, I would th ink the Commerce Department would be 
on the same page as the local subd ivision and say, do what you have to do; this is an 
important project that has state-wide sign ificance.  It wi l l  result in  more employment, good 
paying jobs. Do what you need to do.  

Senator Triplett - - The reason that I l ike the amendment, if we fix it to say the commerce is 
looking out for the interests of the state , as a whole, is because I th ink,  having served as a 
county commissioner for 1 6  years in  my county, I understand that county commissioners are 
provincial and they are supposed to be . It's not their job to be concerned about whether a 
particular project is going to dri ft over and cause impact in  the next county. I think your 
amendment is offering a place at the table really for the people in  the next county so it's not 
so much that we are g iving over power to Commerce as it is that we are delegating to 
Commerce the convening authority to invite folks from the next county in to a public hearing 
to express their concerns .  So this whole thing about Stutsman County/Barnes County that 
we were d iscussing last week, it would g ive Barnes County a place at the table to say, this 
project is going to impact us negatively and you can't just give away the ship to get them 
there and then expect us to bear the burdens. That's how I 'm seeing it. 
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Chairman Cook -- Senator Triplett and Senator Dotzenrod , that's exactly my intent but back 
to my question,  under what circumstances would Department of Commerce say, no. If I 
was to answer that q uestion ,  I 'd say the only ci rcumstance in which they would say, no, is 
circumstances in  wh ich everybody agreed that no is the right answer. That the project is 
coming and the $ 1 0  mi l l ion that the county is g iving for property tax rel ief is all that is going 
to be needed because probably something else is put in place.  I can 't see any other 
circumstance than that where the Department of Commerce would say no. The project is 
sti l l  coming.  They are not going to lose a project. 

Senator Laffen -- I 'm trying to understand the timing of when these decisions might be 
relayed to a developer who wants to do a big project l ike that. Let's say that it is a $5 bi l l ion 
project and the property tax exemptions really in a close range of $50 mi l l ion and they need 
commerce to go beyond the 1 0  now. Is the city or county who is ta lking to that big project, 
are they bringing Commerce in? I assume immed iately so that when they put an offer on 
the table they have a l ready talked to Commerce and got it cleared . So this would not be 
l im iter. Some of the people I heard from said , we are going to be l im ited now to $ 1 0  mi l l ion 
until we can get Commerce to step in and we don't want to be l imited at the table. I 'm trying 
to understand the timing of al l  that. 

Chairman Cook -- Senator Laffen,  if you were bui ld ing a $5 or $4 bi l l ion project in the state 
of North Dakota, do you not think that you would be communicating yourself as the 
developer to the Department of Commerce, the governor and every local entity? 

Senator Laffen -- Yeah,  I would think I would be, probably first. 

Chairman Cook -- They are too. They are al l  being commun icated with right now. What's 
missing is a l l  of them j ust sitting at a table and having a good d iscussion on it. 

Senator Triplett -- Do we have anybody from the tax department here who could answer 
the question of whether they have that information avai lable where the 99% would be 
drawn? 

Linda Leadbetter -- I was j ust going to respond that we do have a data base but we do not 
have averages broken down so we would have to gather than information .  I wil l  head 
upstairs and see how q uickly I can get it done. Specifically, the q uestion would be? 

Senator Triplett -- Relative to the amendment that is out here ,  where would the top 1 % 
break out? What would be the top 1 %? Maybe the question would real ly be, what would be 
the g uesstimated value of a $2 b i l l ion project? 

Chairman Cook -- We've got a cap here of $ 1 0  mi l l ion dollars .  What size project would $ 1 0  
mi l l ion affect i n  property tax rel ief? Looking at what local governments can g ive i n  rel ief. 

Linda Leadbetter -- If I could have a copy of the amendments then I can make sure that I 
am looking to the right i nformation.  
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Chairman Cook -- We a re going to set th is, and we wi ll come back e ither this afternoon or  
tomorrow morn ing once we get our data, we will fin ish up on this bi l l .  
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Chairman Cook opened the committee work on SB2035. 
You have a set of amendments before you .  (Attachment #1 ) We had a l ittle d iscussion 
this morn ing on this topic and my hope was that somebody in the room would be real smart 
and come up with a right way to do it and we found that person and J ustin d rafted these 
amendments and I l ike them. You can see them on the bottom of page 4, subsection 3 .  
And then you wi l l  see at  the end of the bi l l ,  a new section 4 ,  just req uesting a legislative 
management study of such large projects. We've got to make one change to this,  if you wi l l  
turn to the front page of the amendments, the second l ine, page 1 ,  l i ne  4 ,  after to insert, it 
says requiring  department of commerce approval ,  that is an oversight, that should have 
been changed . What that should read , instead of requiring department of commerce 
approval ,  it should read requirements of a city or county g ranting a property tax exemption 
and.  J ust to clean up the title. 

Senator Unru h  -- I would move amendments to S B2035, 1 5.0240.02003 with the language 
changed for the page 1 ,  l ine 4 ,  as previously. stated. 

Seconded by Senator Laffen. 

Senator Dotzen rod -- Looking at these amendments. If you look at page 1 ,  section 1 ,  the 
title and the paragraphs are all overstruck and that overstruck continues on page 2 and 
then there's n ew language on page 3 that looks l ike the same thing but the date is taken 
out. 

Chairman Cook - - What's the date? 

Senator Dotzen rod -- Effective, beg inn ing after December 31 , 201 4 .  

Chairman Cook -- It's no longer needed . It's just clean-up. 
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Senator Dotzen rod -- I n  the title, the part that is overstruck, there's no overstrike over 40-
57 . 1 -03, so when we p ick up again on page 3, al l  that language, includ ing the title ,  is the 
new 40-57. 1 -03? Am I reading that right? 

Chairman Cook -- Yes, and it's just pol icy that is in place today. 

Senator Dotzenrod -- Is the text that is on page 3 essentially a repeat of existing law or is 
that some new language that we are putting in? It's new? 

Chairman Cook -- Yes. 

Senator Trip lett -- I don't have any objections to the language that you've put now in 
subs·ection 3 on page 4 ,  but i t  doesn't rea lly get to the notion that we were talking about this 
morning of impact being to taxing d istricts other than those where the project is going to be 
located . It says a hearing m ust be provided to each affected taxing d istrict and any existing 
business within the municipality for which the potential project would be a competitor. It's 
really just taking a project within  a county and then elevating the hearing to the department 
of commerce level so it doesn 't get that engagement that you were looking for. It doesn't 
seem l ike it gets the engagement of nearby counties or the regional aspects that we were 
talking about th is morn ing .  

Chairman Cook -- I thought it. 

Senator Triplett -- Tel l  me how. 

Chairman Cook -- . . .  provided to each affected taxing d istrict. I read that and assumed 
that would ,  in the case of the fert i l izer plant in Stutsman County, would have affected 
Barnes County. 

Senator Triplett -- I g uess I was reading both of them as being modified by the phrase, 
within the municipality for wh ich the potential project would be a competitor. Maybe that is 
not the correct way of reading it. 

Chairman Cook -- You may be right. 

Senator Triplett -- It may be that that mod ifying clause on ly relates to the thing d i rectly in  
front of it, and then i t  is okay. 

Chairman Cook -- Senator Triplett, I th ink that as this b i l l  moves through that section is 
going to get a l ittle bit more wordsmithing.  I 'm comfortable with sending it out as it is. 

Senator Dotzenrod -- Along that same thinking, you could say, any existing business 
with in  or adjo in ing ,  but it may not be a critical part of it. 

Chairman Cook -- All in favor of these amendments , say aye. Voice vote aye unanimous. 
We have before us,  SB2035, as amended . 

Senator Unru h  -- I would move a do pass on SB2035, as amended. 
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Seconded by Senator Bekkedahl. 

Senator Dotzen rod -- This bi l l  has been talked about within the context of 2 big projects: 
the fertil izer p lant at Spiritwood and then this other potential project of the p lastics. I n  the 
case of Spiritwood where they h ave already g ranted the exemption ,  does this bil l have a ny 
effect? 

Chairman Cook -- I 'd say that it doesn't. 

Senator Dotzen rod -- That's what I wou ld think. That it doesn't. 

Chairman Cook - - I th ink the project at Spiritwood is contingent upon some things 
happening yet. 

Rol l  cal l  vote on S B2035, as amended . 7-0-0. 

Carrier: Senator Laffen 
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PROPOSED AMENDMENTS TO SENATE B ILL NO. 2035 

Page 1 ,  l ine 3, after "reenact" insert "section 40-57 . 1 -03 and" 

Page 1 ,  l ine 4, after "to" insert "requiring department of commerce approval for certa in property 
tax benefits and" 

Page 1 ,  l ine 5, after the semicolon insert "to provide for a legislative management study;" 

Page 1 ,  l ine 5, after "for" insert "an effective date and" 

Page 1 ,  after l ine 7, insert: 

"SECTION 1 .  AMENDMENT. Section 40-57 . 1 -03 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-57. 1 -03. (Effective for the first taxable year beginning after December 
31, 2013) Municipality's authority to grant or revoke tax exemption or payments 
in lieu of taxes Notice to competitors Limitations. 

4:- After negotiation 'Nith a potential project operator, a municipality may grant 
a partial or complete exemption from ad valorem taxation on all buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. 

� In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

� By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
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collection at the time ·when, and in the manner in which, ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
payments in lieu of taxes under this section, the county treasurer shall 
apportion and distribute that amount to taxing districts on the basis on 
which the general real estate tax levy is apportioned and distributed. The 
municipality may enter into a \\'Fitten agreement with the local school 
district and any other local taxing districts that wish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the county treasurer shall apportion and 
distribute the money according to the written agreement. All provisions of 
law relating to enforcement, administration, collection, penalties, and 
delinquency proceedings for ad valorem taxes apply to payments in lieu of 
taxes under this section. However, the discount for early payment of taxes 
under section 57 20 09 does not apply to payments in lieu of taxes under 
this section. The buildings, structures, fixtures, and improvements 
comprising a project for which payments in lieu of taxes are allowed under 
this section must be excluded from the valuation of property in the taxing 
district for purposes of determining the mill rate for the taxing district. 

4:- Negotiations with potential project operators for tax exemption or payments 
in lieu of taxes must be carried on by the city council or commission if the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
outside the corporate limits of any city. A partial exemption must be stated 
as a percentage of the total ad valorem taxes assessed against the 
property. Unless the governing body of the municipality determines that 
there is no existing business within the municipality for which the potential 
project would be a competitor, the potential project operator shall publish 
two notices to competitors, the form of which must be prescribed by the tax 
commissioner, of the application for tax exemption or payments in lieu of 
taxes in the official newspaper of the municipality at least one 'Neek apart. 
The publications must be completed not less than fifteen nor more than 
thirty days before the governing body of the municipality is to consider the 
application. The municipality shall determine whether the granting of the 
exemption or payments in lieu of taxes, or both, is in the best interest of 
the municipality, and if it so determines, shall give its approval. 

&.- By motion approved by the governing body of the municipality before the 
beginning of a taxable year for which a property tax exemption or the 
option to make payments in lieu of taxes under this section previously has 
been approved by the governing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a:- Information provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

&.- Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 
property tax exemption or the option to make payments in lieu of taxes 
was approved; 
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&. The property has been improved to a substantially greater extent than 
the governing body reasonably anticipated at the time the property tax 
exemption or the option to mal<e payments in lieu of taxes was 
approved; or 

9-:- There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in lieu of taxes 
v1as approved. 

Eh During the negotiation and deliberation of a property tax exemption or the 
option to mal(e payments in lieu of taxes under this chapter, a municipality 
shall include, as nonvoting ex officio members of its governing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of tmvnship supervisors of each township affected by the proposed 
action. 

(Effeeti¥e for taxable years beginning after December 31, 2014) 
Municipal ity's authority to grant or revoke tax exemption or payments in l ieu of 
taxes - Notice to competitors - Limitations. 

1 .  After negotiation with a potential project operator, a mun icipal ity may grant 
a partial or complete exemption from ad valorem taxation on all bui ld ings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipal ity may a lso grant a 
partia l  or complete exemption from ad valorem taxation on bui ld ings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricu ltural commodities for a l l  or part of the sixth year through the tenth 
year from the date of commencement of project operations. Before a 
municipal ity may grant a partia l  or complete exemption from ad valorem 
taxation under this section :  

a .  The govern ing body of the municipal ity must have received the 
certification of the department of commerce d ivision of economic 
development and finance that the project is a primary sector business, 
as defined in  subsection 3 of section 40-57 . 1 -02 ; or 

b. The city council or commission, if the project is proposed to be located 
with in the boundaries of a city of fewer than forty thousand population, 
or the board of county commissioners, of a county of fewer than forty 
thousand population and if the project is proposed to be located in the 
county but outside the corporate l imits of any city, may grant a partial 
or complete exemption from ad valorem taxation for a project 
operating in the retai l  sector if that govern ing body has obta ined the 
approval of exemption of property under this subdivision from a 
majority of the qual ified electors of the city or county voting on the 
question at a city or county election held in conjunction with a 
statewide general election and if that govern ing body has establ ished 
by resolution or ord inance the criteria that will be appl ied by the 
govern ing body to determine whether it is appropriate to grant a partia l  
or complete exemption from ad valorem taxation under this section for 
a project operating in  the retai l  sector. The bal lot for elector approval 
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of exemption of property under this subdivision must present the 
question at the election for a yes or no vote on the question: 

Shall the governing body of [name of county or city] be 
empowered to grant property tax exemptions upon application of 
new or expanding retail sector businesses? 

Only a governing body of a city or county that meets the requirements 
of this subdivision may grant a partial or complete exemption from ad 
valorem taxation under this section for a project operating in the retail 
sector. Criteria established by the governing body under this 
subdivision, at a minimum, must be intended to require: 

(1) Evaluation of the potential positive or adverse consequences for 
existing retail sector businesses in the municipality from granting 
the exemption ; 

(2) Evaluation of the short-term and long-term effects for other 
property taxpayers in the municipality from granting the 
exemption; 

(3) A written agreement with the project operator, including 
performance requirements for which the exemption may be 
terminated by the governing body of the municipality if those 
requirements are not met; and 

(4) Evaluation of whether the project operator would locate the 
project within the municipality without the exemption . 

2. In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

3. Before a governing body may grant a partial or complete exemption from 
ad valorem taxation or the option to make payments in lieu of ad valorem 
taxes under this chapter, the governing body shall consult with the 
department of commerce. If the department of commerce determines that 
the total project costs are estimated to exceed one billion dollars. the 
department of commerce shall conduct a public hearing and notice of that 
hearing must be provided to each affected taxing district and any existing 
business within the municipality for which the potential project would be a 
competitor. 

4. By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
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amount of payments in l ieu of taxes due under this section in  the fol lowing 
year. After receiving the statement from the municipal ity, the county auditor 
shal l  certify the payments in l ieu of taxes to the county treasurer for 
col lection at the time when, and in the manner in which , ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
payments in l ieu of taxes under this section , the county treasurer shall 
apportion and distribute that amount to taxing districts on the basis on 
which the general real estate tax levy is apportioned and d istributed. The 
mun icipal ity may enter into a written agreement with the local school 
district and any other local taxing districts that wish to enter the agreement 
for an a lternate method of apportionment and distribution.  If  such an 
agreement is entered into, the county treasurer shal l  apportion and 
distribute the money accord ing to the written agreement. All provisions of 
law relating to enforcement, admin istration,  collection,  penalties, and 
del inquency proceedings for ad valorem taxes apply to payments in l ieu of 
taxes under this section . However, the d iscount for early payment of taxes 
under section 57-20-09 does not apply to payments in l ieu of taxes under 
this section . The bui ld ings, structures, fixtures, and improvements 
comprising a project for which payments in l ieu of taxes are al lowed under 
this section must be excluded from the valuation of property in the taxing 
district for purposes of determin ing the mil l rate for the taxing district. 

4:-.Q_,_ Negotiations with potential project operators for tax exemption or payments 
in lieu of taxes must be carried on by the city council or commission if the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
outside the corporate l im its of any city. A partial exemption must be stated 
as a percentage of the total ad valorem taxes assessed against the 
property. Un less the govern ing body of the municipal ity determines that 
there is no existing business with in  the municipal ity for which the potential 
project would be a competitor, the potential project operator shal l  publ ish 
two notices to competitors, the form of which must be prescribed by the tax 
commissioner, of the appl ication for tax exemption or payments in l ieu of 
taxes in the official newspaper of the municipal ity at least one week apart. 
The publications must be completed not less than fifteen nor more than 
thirty days before the govern ing body of the municipa l ity is to consider the 
appl ication . The municipal ity shal l  determine whether the granting of the 
exemption or payments in lieu of taxes, or both , is in the best interest of 
the municipal ity, and if it so determines, shal l  g ive its approva l .  

-&.-6. By motion approved by the govern ing body of the municipal ity before the 
beginning of a taxable year for which a property tax exemption or the 
option to make payments in l ieu of taxes under this section previously has 
been approved by the govern ing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the govern ing body finds that: 

a .  Information provided by the project operator during the negotiation 
and del iberation of a property tax exemption or the option to make 
payments in l ieu of taxes has proven to be inaccurate or untrue; 

b.  Use of the property by the project operator does not comply with the 
reasonable expectations of the govern ing body at the time the 
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property tax exemption or the option to make payments in l ieu of taxes 
was approved ; 

c. The property has been improved to a substantial ly greater extent than 
the govern ing body reasonably anticipated at the time the property tax 
exemption or the option to make payments in l ieu of taxes was 
approved ; or 

d .  There has been a change of  ownership of  the property since the 
property tax exemption or the option to make payments in l ieu of taxes 
was approved . 

&-:?. During the negotiation and deliberation of a property tax exemption or the 
option to make payments in l ieu of taxes under this chapter, a municipal ity 
shal l  include, as nonvoting ex officio members of its govern ing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each township affected by the proposed 
action. 

-7-:-8. A city or county may not supersede or expand the provisions of this section 
under home rule authority." 

Page 3, after l ine 9, insert: 

"SECTION 4. LEGISLATIVE MANAGEMENT STUDY - ECONOMIC 
DEVELOPMENT IMPACT. During the 201 5- 1 6  interim,  the legislative management 
shall consider studying the impact of large economic development projects on pol itica l 
subdivisions. The study may include a review of the current process for seeking out 
input from political subdivisions potentia l ly impacted by a large economic development 
project and any mechanisms in place to address the potential impact. The legislative 
management shall report its find ings and recommendations, together with any 
legis lation required to implement the recommendations, to the sixty-fifth legislative 
assembly. "  

Page 3, l i ne  1 0 , replace "This" with "Section 1 of  this Act is effective for taxable years beginning 
after December 31 , 201 4 .  Sections 2 and 3 of this" 

Page 3, l ine 1 0 , replace "is" with "are" 

Page 3, l ine 1 1 ,  replace "appl ies" with "apply" 

Renumber accord ingly 
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Title.03000 

Prepared by the Legislative Council staff for 
Senate Finance and Taxation Committee 

February 23, 201 5  

PROPOSED AMENDMENTS TO SENATE BILL NO. 2035 

Page 1 ,  l ine 3, after "reenact" insert "section 40-57 . 1 -03 and" 

Page 1 ,  l ine 4, after "to" insert "requirements of a city or county granting a property tax 
exem ption and" 

Page 1 ,  l ine 5,  replace "and" with "to provide for a legislative management study; and" 

Page 1 ,  after line 7, insert: 

"SECTION 1 .  AMENDMENT. Section 40-57. 1 -03 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-57.1 -03. (Effective for the firsttaxable year beginning after December 
31, 2013) Municipality's authority to grant or revoke tax exemption or payments 
in lieu of taxes Notice to competitors Limitations. 

� After negotiation with a potential project operator, a municipality may grant 
a partial or complete exemption from ad valorem taxation on all buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. 

2:- In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

&. By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
collection at the time when, and in the manner in which, ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
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payments in lieu of taxes under this sestion, the sounty treas1:;1�.er _shall 
apportion and distribute that amount t� taxing �istrists on t�e �as1s on 
whish the general real estate tax levy 1s apportioned and distributed. The 
munisipality may enter into a written agreement with the local school 
distrist and any other losal taxing distrists that 'Nish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the sounty treasurer shall apportion a�� 
distribute the money ascording to the written agreement. All prov1s1ons of 
law relating to enforsement, administration, sollestion, penalties, a_nd. 
delinquensy proceedings for ad valorem taxes apply to payments 1n lieu of 
taxes under this sestion. Hov.-e'1er, the dissount for early payment of taxes 
under sestion 57 20 09 does not apply to payments in lieu of taxes under 
this sestion. The buildings, strustures, fixtures, and improvements 
somprising a projest for whish payments in lieu of taxes are �llo•A1ed u�der 
this sestion must be exsluded from the valuation of property m the taxmg 
district for purposes of determining the mill rate for the taxing district. 

4.- Negotiations with potential project operators for tax 
_
exemption_ or_ pa�ments 

in lieu of taxes must be carried on by the sity souns1I or somm1ss1on 1f the 
projest is proposed to be losated within the boundaries of a sity, and by the 
board of sounty commissioners if the projest is proposed to be losated 
outside the corporate limits of any sity. A partial exemption must be stated 
as a persentage of the total ad valorem taxes assessed against the 
property. Unless the governing body of the munisipality de�ermines that . 
there is no existing business within the munisipality for wh1sh the potential 
projest would be a competitor, the potential projest operator �hall publish 
two notises to sompetitors, the form of whish must be pressnbed by the tax 
commissioner, of the applisation for tax exemption or payments in lieu of 
taxes in the offisial newspaper of the munisipality at least one week apart. 
The publisations must be sompleted not less than fifteen nor more than 
thirty days before the governing body of the municipality is to spnsider the 
applisation. The munisipality shall determine whether the grantmg of the 
exemption or payments in lieu of taxes, or both, is in the best interest of 
the munisipality, and if it so determines, shall gi\1e its approval. 

&.- By motion approved by the governing body of the municipal!ty before the 
beginning of a taxable year for whish a property tax exe�pt1on �r the 
option to make payments in lieu of taxes under this sest1on p�ev1ously has 
been approved by the governing body, a property tax exemption may be 
revoked or red used and payments in lieu of taxes may be revoked or 
insreased for that taxable year for reasons spesified in a negotiate� 
agreement or if the governing body finds that: , . 
a:- Information provided by the projest operator during the h,egotiation 

and deliberation of a property tax exemption or the option t.o make 
payments in lieu of taxes has proven to be inassurate or un�rue; 

&. Use of the property by the projest operator does not somply with the 
reasonable expestations of the governing body at the time the • 

property tax exemption or the option to make payments in lieu of taxes 
was approved; 

&.- The property has been improved to a substantially greater extent than 
the governing body reasonably antisipated at the time the p�operty tax 
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exemption or the option to make payments in lieu of taxes was 
approved; or 

Eh There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in lieu of taxes 
was approved. 

&.- During the negotiation and deliberation of a property tax exemption or the 
option to make payments in lieu of taxes under this chapter, a municipality 
shall include, as nonvoting ex officio members of its governing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each township affected by the proposed 
action. 

(Effective for taxable years beginning after December 31, 2014) 
Municipality's authority to grant or revoke tax exemption or payments in lieu of 
taxes - N otice to competitors - Limitations. 

1 .  After negotiation with a potential project operator, a municipa l ity may grant 
a partial or complete exemption from ad valorem taxation on a l l  buildings, 
structures, fixtures, and improvements used in  or necessary to the 
operation of a project for a period not exceedi ng five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. Before a 
municipal ity may grant a partial or complete exemption from ad valorem 
taxation under this section: 

· 

a. The governing body of the municipal ity must have received the 
certification of the department of commerce division of economic 
development and finance that the project is a primary seetor business, 
as defined in subsection 3 of section 40-57. 1 -02; or 

b. The city council or commission, if the project is proposed to be located 
with in the boundaries of a city of fewer than forty thousand population, 
or the board of county commissioners, of a county of fewer than forty 
thousand population and if the project is proposed to be located in the 
county but outside the corporate l imits of any city, may grant a partial 
or complete exemption from ad valorem taxation for a project 
operating in the retail sector if that governing body has obtained the 
approval of exemption of property under this subdivision from a 
majority of the qualified electors of the city or county voting on the 
question at a city or county election held in conjunction with a 
statewide general election and if that govern ing body has established 
by resolution or ordinance the criteria that wil l  be applied by the 
governing body to determine whether it is appropriate to grant a partial 
or complete exemption from ad valorem taxation under this section for 
a project operating in the retai l  sector. The ballot for elector approval 
of exemption of property under this subdivision must present the 
question at the election for a yes or no vote on the question: 
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Shall the governing body of [name of county or city] be 
empowered to grant property tax exemptions upon application of 
new or expanding retail sector businesses? · 

Only a governing body of a city or county that meets the requirements 
of this subdivision may grant a partial or complete exemption from ad 
valorem taxation under this section for a project operating in the retail 
sector. Criteria established by the governing body under this 
subdivision, at a minimum, must be intended to require: 

(1) Evaluation of the potential positive or adverse consequences for 
existing retail sector businesses in the municipality from granting 
the exemption; 

(2) Evaluation of the short-term and long-term effects for other 
property taxpayers in the municipality from granting the 
exemption; 

(3) A written agreement with the project operator, including 
performance requirements for which the exemption may be 
terminated by the governing body of the municipality if those 
requirements are not met; and 

(4) Evaluation of whether the project operator would locate the 
project within the municipality without the exemption. 

2. In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors . The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

3. Before a governing body may grant a partial or complete exemption from 
ad valorem taxation or the option to make payments in lieu of ad valorem 
taxes under this chapter. the governing body shall consult with the 
department of commerce. If the department of commerce determines that 
the total project costs are estimated to exceed one billion dollars. the 
department of commerce shall conduct a public hearing and notice of that 
hearing must be provided to each affected taxing district and any existing 
business within the municipality for which the potential project would be a 
competitor. 

4. By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
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collection at the time when ,  and in the manner in which, ad valorem taxes 
m ust be certified. Upon receipt by the county treasurer of the amount of 
payments in l ieu of taxes under this section, the county treasurer shall 
apportion and distribute that amount to taxing districts on the basis on 
which the general real estate tax levy is apportioned and distributed. The 
municipality may enter into a written agreement with the local school 
district and any other local taxing districts that wish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the county treasurer shall apportion and 
distribute the money according to the written agreement. All provisions of 
law relating to enforcement, administration,  collection,  penalties, and 
delinq uency proceedings for ad valorem taxes apply to payments in l ieu of 
taxes under this section. However, the discount for early payment of taxes 
under section 57-20-09 does not apply to payments in l ieu of taxes under 
this section.  The buildings, structures, fixtures, and improvements 
comprising a project for which payments in l ieu of taxes are allowed under 
this section must be excluded from the valuation of property in the taxing 
.district for purposes of determining the mil l  rate for the taxing district. 

4:-5. Negotiations with potential project operators for tax exemption or payments 
in l ieu of taxes m ust be carried on by the city council or commission if the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
outside the corporate l imits of any city. A partial exemption m ust be stated 
as a percentage of the total ad valorem taxes assessed against the 
property. Unless the governing body of the municipal ity determines that 
there is no existing business within the municipality for which the potential 
project would be a competitor, the potential project operator shall

' 
publish 

two notices to competitors, the· form of which must be prescribed by the tax 
com missioner, of the application for tax exemption or payments in lieu of 
taxes in the official newspaper of the municipality at least one week apart. 
The publications must be completed not less than fifteen nor more than 
thirty days before the governing body of the municipality is to consider the 
appl ication.  The municipality shall determine whether the granting of the 
exemption or payments in lieu of taxes, or both , is in the best interest of 
the municipality, and if it so determines, shall give its approval. 

M. By motion approved by the governing body of the municipal ity before the 
beginning of a taxable year for which a property tax exemption or the 
option to make payments in lieu of taxes under this section previously has 
been approved by the governing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a. I nformation provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

b. Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 
property tax exemption or the option to make payments in l ieu of taxes 
was approved; 
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c. The property has been i mproved to a substantially greater extent than 
the g overning body reasonably anticipated at the time the property tax 
exemption or the option to make payments in lieu of taxes was 
approved; or 

d.  There has been a change of ownership of the property since the 
property tax exemption or  the option to make payments in  l ieu of taxes 
was approved. 

�7. During the negotiation and deliberation of a property tax exemption or the 
o ption to make payments in lieu of taxes under this chapter, a municipality 
shall include, as nonvoting ex officio members of its governing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each township affected by the proposed 
action. 

+.-8. A city or county may not supersede or expand the provisions of this section 
under home rule authority." 

Page 3, after l ine 9, insert: 

"SECTION 4. LEGISLATIVE MANAGEMENT STUDY - ECONOMIC 
DEVELOPMENT IMPACT. During the 201 5-1 6 interim, the legislative management 
shall  consider studying the impact of large economic development projects on political 
subdivisions. The study may include a review of the current process for seeking out 
input from political subdivisions potentially impacted by a large economic development 
project and any mechanisms in place to address the potential impact. The legislative 
management shall report its findings and recom mendations, together with any 
legislation required to i mplement the recommendations, to the sixty-fifth legislative 
assembly." 

Page 3, l ine 1 0, replace "This" with "Section 1 of this Act is effective for taxable years beginning 
after December 31 , 201 4. Sections 2 and 3 of this" 

Page 3, l ine 1 0, replace "is" with "are" 

Page 3, l ine 1 1 ,  replace "applies" with "apply" 

Renumbe r  accordingly 
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REPORT OF STANDING COMMITT EE 
SB 2035: Finance and Taxation Committee (Sen. Cook, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended , recommends DO PASS 
(7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2035 was placed on the 
Sixth order on the calendar. 

Page 1 ,  l ine 3, after "reenact" insert "section 40-57 . 1 -03 and" 

Page 1 ,  line 4, after "to" insert "requirements of a city or county granting a property tax 
exemption and" 

Page 1 ,  l ine 5, replace "and" with "to provide for a legislative management study; and" 

Page 1 ,  after l ine 7, insert: 

"SECT ION 1 .  AMENDMENT. Section 40-57 . 1 -03 of the North Dakota 
Century Code is amended and reenacted as follows: 

40-57 . 1 -03. (EffeGtive for the first taxable year beginning after DeGember 
31, 2013) MuniGipality's authority to grant or revoke tax exemption or payments 
in lieu of taxes NotiGe to Gompetitors Limitations. 

4,. After negotiation with a potential projeot operator, a munioipality may 
grant a partial or oomplete exemption from ad valorem taxation on all buildings, struotures, fixtures, and improvements used in or neoessary to 
the operation of a projeot for a period not exoeeding five years from the 
date of commenoement of projeot operations. A munioipality may also 
grant a partial or oomplete exemption from ad valorem taxation on 
buildings, struotures, fixtures, and improvements used in or neoessary to 
the operation of a project that produoes or manufaotures a produot from 
agrioultural oommodities for all or part of the sixth year through the tenth 
year from the date of oommenoement of projeot operations. 

&. In addition to, or in lieu of, a property tax exemption granted under this 
seotion, a munioipality may establish an amount due as payments in lieu 
of ad valorem taxes on buildings, structures, fixtures, and improvements 
used in the operation of a projeot. The governing body of the munioipality 
shall designate the amount of the payments for each year and the 
beginning year and the oonoluding year for payments in lieu of taxes, but 
the option to make payments in lieu of taxes under this seotion may not 
extend beyond the twentieth year from the date of oommenoement of 
projeot operations. 1-0 establish the amount of payments in lieu of taxes, 
the go1t'erning body of the munioipality may use aotual or estimated levels 
of assessment and taxation or may establish payment amounts based on 
other f.aotors. The governing body of the munioipality may designate 
different amounts of payments in lieu of taxes in different years to 
reoognize future projeot expansion plans or other oonsiderations. 

& By November first of eaoh year, the munioipality that granted the option 
to make payments in lieu of taxes shall oertify to the oounty auditor the 
amount of payments in lieu of taxes due under this seotion in the 
following year. After reoeiving the statement from the munioipality, the 
oounty auditor shall oertify the payments in lieu of taxes to the oounty 
treasurer for oolleotion at the time when, and in the manner in whioh, ad 
valorem taxes must be oertified. Upon reoeipt by the county treasurer of 
the amount of payments in lieu of taxes under this seotion, the oounty 
treasurer shall apportion and distribute that amount to taxing distriots on 
the basis on whioh the general real estate tax levy is apportioned and 
distributed. The munioipality may enter into a written agreement with the 
looal sohool distriot and any other looal taxing distriots that wish to enter 
the agreement for an alternate method of apportionment and distribution. 
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If such an agreement is entered into, the county treasurer shall apportion 
and distribute the money according to the written agreement. All 
pro'lisions of law relating to enforoement, administration, collection, 
penalties, and delinquency proceedings for ad 'lalorem taxes apply to 
payments in lieu of taxes under this section. l=lowe'ler, the discount for early payment of taxes under section 57 20 09 does not apply to 
payments in lieu of taxes under this section. The buildings, structures, 
fixtures, and impro11ements comprising a project for which payments 
in lieu of taxes are allowed under this section must be excluded from the 
'laluation of property in the taxing district for purposes of determining the 
mill rate for the taxing district. 

4: Negotiations with potential project operators for tax exemption or 
payments in lieu of taxes must be carried on by the city council or 
commission if the project is proposed to be located within the boundaries 
of a city, and by the board of county commissioners if the project is 
proposed to be located outside the corporate limits of any city. A partial 
exemption must be stated as a peroentage of the total ad 'lalorem taxes 
assessed against the property. Unless the go'lerning body of the 
municipality determines that there is no existing business within the 
municipality for which the potential project would be a competitor, the 
potential project operator shall publish two notices to competitors, the 
form of which must be prescribed by the tax commissioner, of the 
application for tax exemption or payments in lieu of taxes in the official 
newspaper of the municipality at least one week apart. The publications 
must be completed not less than fifteen nor more than thirty days before 
the go'lerning body of the municipality is to consider the application. The 
municipality shall determine whether the granting of the exemption or 
payments in lieu of taxes, or both, is in the best interest of the 
municipality, and if it so determines, shall gi'le its appro'lal. 

a.:- By motion appro'led by the go11erning body of the municipality before the 
beginning of a taxable year for which a property tax exemption or the 
option to make payments in lieu of taxes under this section pre'liously 
has been approved by the go'lerning body, a property tax exemption may 
be revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a- Information provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

&.. Use of the property by the project operator does not comply with the 
reasonable expectations of the go'lerning body at the time the 
property tax exemption or the option to make payments in lieu of 
taxes was approved; 

&. The property has been improved to a substantially greater extent 
than the governing body reasonably anticipated at the time the 
property tax exemption or the option to make payments in lieu of 
taxes was appro'led; or 

4- There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in lieu of 
taxes was appro'led. 

&.- During the negotiation and deliberation of a property tax exemption or the 
option to make payments in lieu of taxes under this chapter, a 
municipality shall include, as non'loting ex officio members of its 
go'lerning body, a representati'le appointed by the school board of each 
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sohool distriot affeoted by the proposed aotion and a representative appointed by the board of township supervisors of eaoh township affeoted by the proposed aotion. 
(Effesti•1e for taxable years beginning after Desember 31, 2014) 

Municipality's authority to grant or revoke tax exemption or payments in lieu of 
taxes - Notice to competitors - Limitations. 

1 .  After negotiation with a potential project operator, a municipality may 
grant a partial or complete exemption from ad valorem taxation on all 
buildings, structures, fixtures, and improvements used in or necessary to 
the operation of a project for a period not exceeding five years from the 
date of commencement of project operations. A municipal ity may also 
grant a partial or complete exemption from ad valorem taxation on 
buildings, structures, fixtures, and improvements used in or necessary to 
the operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. Before a 
municipality may grant a partial or complete exemption from ad valorem 
taxation under this section: 

a. The governing body of the municipality must have received the 
certification of the department of commerce division of economic 
development and finance that the project is a primary sector 
business, as defined in subsection 3 of section 40-57. 1 -02; or 

b. The city council or commission ,  if the project is proposed to be 
located within the boundaries of a city of fewer than forty thousand 
population, or the board of county commissioners, of a county of 
fewer than forty thousand population and if the project is proposed to 
be located in the county but outside the corporate limits of any city, 
may grant a partial or complete exemption from ad valorem taxation 
for a project operating in the retail sector if that governing body has 
obtained the approval of exemption of property under this 
subdivision from a majority of the qualified electors of the city or 
county voting on the question at a city or county election held in 
conjunction with a statewide general election and if that governing 
body has established by resolution or ordinance the criteria that will 
be applied by the governing body to determine whether it is 
appropriate to grant a partial or complete exemption from ad valorem 
taxation under this section for a project operating in the retail sector. 
The ballot for elector approval of exemption of property under this 
subdivision must present the question at the election for a yes or no 
vote on the question: 

( 1 )  DESK (3) COMMITIEE 

Shall the governing body of [name of county or city] be 
empowered to grant property tax exemptions upon application 
of new or expanding retail sector businesses? 

Only a governing body of a city or county that meets the 
requirements of this subdivision may grant a partial or complete 
exemption from ad valorem taxation under this section for a project 
operating in the retail sector. Criteria established by the governing 
body under this subdivision, at a minimum, must be intended to 
require: 

(1 ) Evaluation of the potential positive or adverse consequences 
for existing retail sector businesses in the municipality from 
granting the exemption; 
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(2) Evaluation of the short-term and long-term effects for other 
property taxpayers in the municipality from granting the 
exemption; 

(3) A written agreement with the project operator, including 
performance requirements for which the exemption may be 
terminated by the governing body of the municipality if those 
requirements are not met; and 

(4) Evaluation of whether the project operator would locate the 
project within the municipality without the exemption. 

2. In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu 
of ad valorem taxes on buildings, structures, fixtures, and improvements 
used in the operation of a project. The governing body of the municipality 
shall designate the amount of the payments for each year and the 
beginning year and the concluding year for payments in lieu of taxes, but 
the option to make payments in lieu of taxes under this section may not 
extend beyond the twentieth year from the date of commencement of 
project operations. To establish the amount of payments in lieu of taxes, 
the governing body of the municipality may use actual or estimated levels 
of assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

3. Before a governing body may grant a partial or complete exemption from 
ad valorem taxation or the option to make payments in lieu of ad valorem 
taxes under this chapter. the governing body shall consult with the 
department of commerce. If the department of commerce determines that 
the total project costs are estimated to exceed one billion dollars. the 
department of commerce shall conduct a public hearing and notice of 
that hearing must be provided to each affected taxing district and any 
existing business within the municipality for which the potential project 
would be a competitor. 

4. By November first of each year, the municipality that granted the option 
to make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the 
following year. After receiving the statement from the municipality, the 
county auditor shall certify the payments in lieu of taxes to the county 
treasurer for collection at the time when, and in the manner in which, ad 
valorem taxes must be certified. Upon receipt by the county treasurer of 
the amount of payments in lieu of taxes under this section, the county 
treasurer shall apportion and distribute that amount to taxing districts on 
the basis on which the general real estate tax levy is apportioned and 
distributed. The municipality may enter into a written agreement with the 
local school district and any other local taxing districts that wish to enter 
the agreement for an alternate method of apportionment and distribution. 
If such an agreement is entered into, the county treasurer shall apportion 
and distribute the money according to the written agreement. All 
provisions of law relating to enforcement, administration, collection, 
penalties, and delinquency proceedings for ad valorem taxes apply to 
payments in lieu of taxes under this section. However, the discount for 
early payment of taxes under section 57-20-09 does not apply to 
payments in lieu of taxes under this section. The buildings, structures, 
fixtures, and improvements comprising a project for which payments 
in lieu of taxes are allowed under this section must be excluded from the 
valuation of property in the taxing district for purposes of determining the 
mill rate for the taxing district. 
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4:-5. Negotiations with potential project operators for tax exemption or 
payments in lieu of taxes must be carried on by the city council or 
commission if the project is proposed to be located within the boundaries 
of a city, and by the board of county commissioners if the project is 
proposed to be located outside the corporate limits of any city. A partial 
exemption must be stated as a percentage of the total ad valorem taxes 
assessed against the property. Unless the governing body of the 
municipality determines that there is no existing business within the 
municipality for which the potential project would be a competitor, the 
potential project operator shall publish two notices to competitors, the 
form of which must be prescribed by the tax commissioner, of the 
application for tax exemption or payments in lieu of taxes in the official 
newspaper of the municipality at least one week apart. The publications 
must be completed not less than fifteen nor more than thirty days before 
the governing body of the municipal ity is to consider the application. The 
municipal ity shall determine whether the granting of the exemption or 
payments in lieu of taxes, or both, is in the best interest of the 
municipal ity, and if it so determines, shall give its approval. 

&.-6. By motion approved by the governing body of the municipality before the 
beginning of a taxable year for which a property tax exemption or the 
option to make payments in lieu of taxes under this section previously 
has been approved by the governing body, a property tax exemption may 
be revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a. Information provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

b. Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 
property tax exemption or the option to make payments in lieu of 
taxes was approved; 

c. The property has been improved to a substantially g reater extent 
than the governing body reasonably anticipated at the time the 
property tax exemption or the option to make payments in lieu of 
taxes was approved; or 

d. There has been a change of ownership of the property since the 
property tax exemption or the option to make ·payments in lieu of 
taxes was approved. 

6-:7. During the negotiation and deliberation of a property tax exemption or the 
option to make payments in lieu of taxes under this chapter, a 
municipality shall include, as nonvoting ex officio members of its 
govern ing body, a representative appointed by the school board of each 
school district affected by the proposed action and a representative 
appointed by the board of township supervisors of each township 
affected by the proposed action. 

-7,.8. A city or county may not supersede or expand the provisions of this 
section under home rule authority." 

Page 3, after l ine 9, insert: 

"SECT ION 4. LEGISLAT IVE MANAGEMENT ST UDY - ECONOMIC 
DEVELOPMENT IMPACT. During the 201 5-16 interim, the legislative management 
shall consider studying the impact of large economic development projects on 
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political subdivisions. The study may include a review of the current process for 
seeking out input from political subdivisions potentially impacted by a large economic 
development project and any mechanisms in place to address the potential impact. 
The legislative management shall report its findings and recommendations, together 
with any legislation required to implement the recommendations, to the sixty-fifth 
legislative assembly." 

Page 3, line 1 0, replace "This" with "Section 1 of this Act is effective for taxable years 
beginning after December 3 1 ,  2014.  Sections 2 and 3 of this" 

Page 3, line 1 0, replace "is" with "are" 

Page 3, line 1 1 ,  replace "applies" with "apply" 

Renumber accordingly 
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2015 HOUSE STANDING COMMITTEE MINUTES 
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Fort Totten Room, State Capitol 

SB 2035 
3/9/20 1 5  

24497 

0 Subcommittee 
0 Conference Committee 

Committee Clerk Signature '� � 
Explanation or reason for introduction of bi l l/resolution:  

A bi l l  relating to sales tax exemption for tang ible personal  property used to construct a 
ferti l izer or chemical processing faci l ity; relating to requirements of city or county granting 
property tax exemption and use tax exemption for tang ible personal  property used to 
construct fertil izer or chemical processing facil ity. 

Minutes: nt #1 , 2, 3, 4, 5, 6, 7 

Chairman Headland:  Opened hearing .  

Emi ly  Thompson, Legislative Counci l :  I ntroduced b i l l .  This b i l l  pertains to a sales and 
use tax exemption for tangible personal property used for ferti l izer or chemical processing 
faci l ities. It also a l lows governing bod ies to grant a property tax exemption for ferti l izer or 
chemical processing facil ities. The property tax exemption was not in the bi l l  as originally 
passed out of the Energy Development Transmission Committee; th is was added on as an 
amendment on the senate side.  Section 1 of the b i l l  pertains to property tax exemption . 
There is no longer effective for tax years prior and before certain  dates which has been 
consol idated a l l  into one section.  A municipal ity has the option to grant a partial or 
complete exemption from ad valorem taxation and it would now apply to the fert i l izer and 
chemical plants as wel l .  Add itional language has been added to section 6 of the b i l l ;  the 
Department of Commerce determines that the total project costs are estimated to exceed 
$ 1  bi l l ion then they shal l  conduct a publ ic hearing and shal l  provide notice of that hearing to 
each affected taxing d istrict and any existing businesses with in  the mun icipal ity for which 
that fert i l izer project operator may be a competitor. Section 2 of the bill pertains to the 
sales and use tax exemptions. It appl ies to materials used to construct a ferti l izer or a 
chemical processing facil ity. Section 3 is the add ition in the use tax section to reflect that 
exemption. I n  section 4 there was a study added for the 20 1 5- 1 6  interim to study the 
impact of large economic development projects on pol itical subd ivisions. This wi l l  include a 
review of the current process for seeking input from pol itical subd ivisions that are 
potentially impacted by these large economic development projects and any mechan isms 
in place to address this potential impact. 

Chairman Headland: Do both effective dates mean the same th ing? 



House Finance and Taxation Committee 
SB 2035 
March 9, 201 5  
Page 2 

Emily Thompson : One is effective for property taxes and the other is for the sales and 
use taxes. The property tax section uses the language "taxable years" and sections two 
and three pertai n  to a sales and use tax that is taxable events occurring after and that is a 
retroactive effective date. 

Chairman Headland:  We wil l  take testimony in support of SB 2035. 

Alan Anderson, North Department of Commerce: Distributed testimony in support. See 
attachment #1 . (Ended testimony at 1 0:00) 

Jake Hamlin ,  State Government Affairs Director for CHS: Distributed testimony in 
support. See attachment #2 . 

Shane Goettle, Badlands NGLs: Distributed testimony in support. See attachment #3 . 
(Ended testimony at 22:05) 

Chairman Headland:  In  the language in section 1 subsection 3 where the Commerce 
Department is going to be required to hold a meeting because of the size of this project; are 
you okay with it? 

Shane Goettle: Absolutely. Those conversations should be taking place anyway. There 
is no ultimate decision making authority here; it's j ust a place to a ir  publ ic concerns about 
the impact of the project. On a project l ike that you end up doing that anyway at the county 
level when you're rezoning and seeking your conditional use permit. This puts it in the 
other arena with the state and helps flush that out and help the state contemplate how it 
can best help. We're more than wil l ing to participate in that process . 

Representative Kading:  I f  the sales exemption doesn't go through would this proposed 
project sti l l  be profitable? 

Shane Goettle:  This isn't as much of a go or no go decis ion in North Dakota as much as it 
is how we convince the capital markets that we need to raise money. We also need to 
convince them that North Dakota is the place to do this and we have a good business 
climate. I th ink it probably would be profitable without this but we have to track capital to 
the project and answer that question why North Dakota with a l l  the risks and costs. That's 
what this is about to us and the signal North Dakota wants to send .  

Representative Steiner: Does the $40-60 oi l  have an impact? 

Shane Goettle:  What's very interesting in this is to take a look at plastics. It hasn't 
dropped at a l l .  P lastics grow with the economies of the world . The drop i n  the price of oi l  is 
i n  essence helped us with producers. When you have $ 1 00 oil they are not so concerned 
with what it can do for their natural gas; it's a problem so just get rid of it. Our model has 
real ly introduced a way to add val ue for the producers and I think we have their attention . 
We th ink that with some of the options we've put in  the p lay this could help them with some 
additional dri l l ing capita l .  
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Chairman Headlan d :  A lot of the large projects we've seen require large amounts of 
water. Wi l l  th is project require large amounts of water as wel l? 

Shane Goettle:  This project's water use is for cool ing on ly so a lot of what we bring into 
the faci l ity can be recycled through.  We don't need it for the manufacturing process. This 
has less a demand for water than a ferti l izer facil ity would .  

Representative Froseth : On page 4 subsection 1 the sales tax exemption would be for 
five years and when that sales tax exemption runs out the municipal ity may grant a 
property tax exemption from the sixth year through the tenth year. Those two exemptions 
wouldn't run in  u nison with each other; they'd run at separate time periods,  correct? 

Shane Goettle :  This is the way it currently works now. Our pol itical subs can offer a five 
year property tax exemption .  There is authority to extend that. There is also the abi l ity to 
negotiate a payment in l ieu of taxes or a pi lot for the project. Nothing has changed there .  
The only d ifference is  that i f  you have a project more than $ 1  b i l l ion the Commerce 
Department has to bring together a l l  the players for this hearing . 

Representative Froseth : A local mun icipal ity can assess a partial property tax on the 
project as the value goes forward , correct? 

Shane Goettle:  That's exactly right. 

Laney Herauf, G reater North Dakota Chamber: Distributed testimony in support. See 
attachment #4. Also d istributed testimony from various businesses. See attachment #5. 

Kelvin Hul let, North Dakota Chamber of Commerce: I just want to ask for passage of 
this b i l l . I th ink one of the important th ings that Mr. Goettle talked about was the signal we 
are sending to the market. The projects we are working on are so d ramatically d ifferent 
with the size and the scope of anything we have done before. As we look at these sorts of 
bi l ls and sending a signal to the marketplace it is imperative we make sure that as we look 
at d iversifying our economy we keep moving forward . 

Kayla Pulvermacre, North Dakota Farmers Union:  We stand in support of SB 2035. 
The project in  Spiritwood is a project we've been involved in  since its inception and we're 
excited about the opportun ities it wi l l  bring to North Dakota. 

Connie Ova, Jamestown/Stutsman Development Corporation and Economic 
Development Association of North Dakota: Distributed testimony in support. See 
attachment #6 . 

Representative Froseth : Has your  organization approached the county commissioners 
about a property tax exemption? 

Connie Ova: The county commissioners have a lready offered a property tax exemption 
and that's in p lace. The Jamestown/Stutsman Development Corporation is provid ing 
support to that. We are involved in  a 20 year incentive to go towards that property tax 
exemption . 
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Representative Steiner: Are you going to need more state support if both p lants open? 

Conn ie Ova: We h ave worked with the H I F  fund ; we have a couple projects that are 
moving forward in  Jamestown. Our housing shortage is very real so we wil l  need much 
more support for housing as these two projects move forward . 

Randy Schneider, North Dakota Ethanol Producers Association:  Distributed testimony 
in support. See attachment #7. 

Chairman Headland:  Any further testimony in support? Is there any opposition? Are 
there any q uestions for the tax department? Seeing none we wil l  close the hearing on S B  
2035. 
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A bi l l  relating to sales tax exemption for tangible personal property used to construct a 
ferti l izer or chemical processing facil ity; relating to requ irements of city or county granting 
property tax exemption and use tax exemption for tang ible personal property used to 
construct ferti l izer or chemical processing facil ity. 

Minutes: Attachment #1 , 2 

Donnita Wald,  Legislative Counci l : Distributed proposed amendment 1 5.0240.03000 and 
marked up b i l l ;  see attachment #1 and 2. Explained attached amendment. 

Chairman Headland:  Is there a certain  time this  perm it is good for? 

Donnita Wald :  I don't know that. I wou ld assume the permit is good for the time the 
department of health goes out and d iscovers they are not meeting their  a i r  quality 
standards that are set forth in  that permit. 

Chairman Headland :  I f  you fal l  under th is parameter and chose not to bui ld you could 
come back in 20 years and take advantage of it if you plan to bui ld at that t ime. Could we 
add language saying  that construction has to beg in  with in  a certain  t ime frame? 

Donnita Wald :  We can do that. Do you want me to contact the people we were working 
on the amendment with to see what that wou ld be? We thoug ht we would put in a d rop 
dead date for construction .  

Chairman Headland:  We could a l low for five years and i f  neither project has started they 
would need to revisit .  

Donnita Wald :  We cou ld do that. 

Chairman Headland:  Are there provisions in the permit that would requ ire construction in 
a time frame? 

Donnita Wal d :  We can find that out. 
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Representative Schneider: On l ine 1 6  with the exemption qual ifications it appears that 
any entity can receive this exemption u nder the terms of a where it is on ly requ i red that 
they may be owned d i rectly or ind i rectly by the ferti l izer or chemical processing faci l ity or by 
an unrelated th i rd party. Do we know who is involved in it or how many entities? 

C hairman Headland:  It's been brought to my attention that one of the plants is going to 
demand such a n  extreme amount of power to operate that they have not determined 
whether they a re going to have to bui ld thei r  own generation or if private industry would 
bu i ld that generation. I th i n k  they are trying to cover themselves. The way i t  is  written it 
would cover somebody else as wel l ,  would it not? 

Donnita Wald:  That is correct. 

Chairman Headland :  Don't we a l ready have a current exemption for natura l  gas 
generation? 

Donnita Wald:  We do but I believe that is at the wel l  s ite . That exemption would not apply 
to this .  

Chairman Headland : I need to have some d iscussions with the people involved . 

Representative Hatlestad: What does the cap have to do with the phased in  construction 
project where we bui ld one bu i ld ing today, bui ld another one two years down the road and 
two years another and so on? 

C hairman Headland:  It's my understanding that the total scope of the project is going to 
be spelled out what is  i n  that permit and that's al l  we're going to a l low to be exempt if this 
provision were to pass. If they d ecide to add another bu i ld ing at another stage they are 
going to have to come back and ask for expansion. This b i l l  as amended wi l l  not al low for 
expansion. 

Donnita Wald:  The permit does expi re if construction is  not commenced with in 1 8  months 
after receipt of the permit. It  says if construction is d iscontinued for a period of 1 8  months 
or more or if construction is not completed within a reasonable time. 

Chairman Headlan d :  That's a certain  area of century code? 

Donnita Wald :  Yes .  

C hairman Headland : Can we write that in  to the b i ll? 

Donnita Wald:  I don 't know how we would interpret if construction is  not completed with in  
a reasonable time or i f  you j ust wanted i t  to  say 18  months after receipt of the permit. 

C hairman Headland:  I 'm  more concerned with the start rather than the completion.  
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Donnita Wald :  We wil l  use this type of language but we won't reference it. The 
department of health can extend that 1 8  month period . 

Chairman Headland:  For the in it ial  start? 

Donnita Wal d :  Yes. They can request an extension at the request of the operator. They 
can't if it's a phased in construction project because each phase must commence 
construction with in  1 8  months of the projected and approved commencement date. 

C hairman Headland:  I don't necessari ly want that. 

Donnita Wald :  We can make it any time frame you want. 

Chairman Headland : Let me have that d iscussion . 

Representative Kle in :  The same thing is  going on at the power plant where the company 
that does the ethanol is completely separated from Great River Energy. 

Chairman Headland:  B ut do we want the exemption to extend to them? 

Representative Schneider: On page 2 l ine 6, what is  included in th is? How broad is this 
exemption? It i ncludes ferti l izer or any kind of chemical  and crude oil components. 

Justin Dever, Department of Commerce: Yes ,  it would include p lastics and that is the 
i ntent of this.  There is a project that has been announced, Bad land NGL,  to do just that. 

Representative Schneider: Are there other things we are looking at? What else does the 
commerce department th ink m ight fit i nto this s ince crude oi l  h as a lot of products derived 
from it? 

Justin Dever: I n  genera l  th is is attempting to add value to our energy resources.  The 
p rojects that h ave been announced to date include the Badland NGL,  ferti l izer p lants, and 
maybe some additional ones . A study was conducted to look at these opportun ities. There 
are d ifferent products out there that North Dakota could have an advantage with and that is 
what we're looking at. 

Representative Schneider: Could we get further help on a fiscal note? 

Justin Dever: The reason it would have a large fiscal impact is because there are large 
p rojects coming in .  We feel there would be a net positive return on investment for those 
p rojects. 

Chairman Headland:  It would really be undeterminable because you wouldn't h ave any 
idea who would bui ld . There a re three plants today that we're talking about and the 
possibi l ity for spin off. Is this wide open to any size? 
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Justin Dever: This is sales tax exemptions, not credits. There are d ifferent s izes of a ir  
qual ity permits. To be competitive there is  economies of scale involved here.  I don't know 
that a smal l  enterprise could theoretically work. 

Chairman Headland:  Donn ita, is that something we can find out? 

Donnita Wald:  We can find that out. 

Representative Mitskog : The fiscal impact of this project is the entire $4 b i l l ion . Is that 
what we're looking at exempting for the sales tax? 

Justin Dever: There is a l ready a sales tax exemption for manufacturing that these projects 
wou ld already q ualify for. That wou ld exempt any of the equipment. This b i l l  provides for a 
sales tax exemption that is  broader than that. The faci l ity would include the construction 
materials but wouldn't include the labor costs or engineering .  

Representative Mitskog: Can you reference any projects that wou ld qual ify for sales tax 
exemptions, past or present? 

Justin Dever: These are real ly the first projects of th is  scope. I suppose some of the 
closest would be the ethanol p lants which are a l ready exempted u nder the value added 
agriculture exemption . I don't have that information i n  front of me. 

Representative Mitskog : In  you r  opin ion,  do you think the language i n  here is t ight 
enough that we're not opening the door to a lot of other projects? 

Justin Dever: The proposed amendments would provide further l im its to th is .  There 
would be l imits to this that we don't have on other sales tax exemptions.  As it was 
proposed we were hoping it would be a broader appl ication because we think this wou ld 
provide a lot of economic development to the state. 

Representative Schneider: Can we put a sunset on something l ike this so we can see 
how broad it contin ues to be i n  five or six years? 

Chairman Headland :  We're cutting new g round here and I th ink the only reason we are 
looking at a sunset is that some believe we should have requ i red a sunset provision on 
prior sales tax exemptions .  I think it's to try and have a provision on the books that if 
nothing gets bu i lt we don't have this outstanding exemption that is out there for a nybody to 
d iscover. 

Representative Schneider: I 'm thinking of a sunset regardless of the construction so that 
we can look at it aga in .  

Chairman Headlan d :  That's a q uestion I would l ike to ask the ind ustry leaders that are 
supporting th is particular b i l l .  

Representative Steiner: They are talking about taking the gas at  a rai l  terminal and 
compressing it so the oi l  is  condit ioned as it leaves for other markets across the country. 
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They bel ieve it would be less flammable. Would they be i ncluded in  this? Are you aware of 
these smaller businesses that are looking to come i n  the next year  or two? 

Justin Dever: I don 't believe they would q ua lify under this exemption .  I 'm wondering if 
they would qual ify under the exemption that was approved last session ,  the l iquefied 
natura l  gas exemption .  

Representative Steiner: This says natural gas l iquids.  Are there companies out there that 
are working on s imi lar projects that are a much larger scope than this one plant we've 
d iscussed? 

Justin Dever: I 'm  not sure what you described would fit the defin ition .  On page 2 of th is it 
tal ks about a processing plant that produces for retai l  or wholesale of ferti l izer, chemical ,  or 
chemical derivative. We don't bel ieve that gas processing would qual ify u nder this but 
there are other  exemptions they m ig ht qual ify u nder. 

Representative M itskog:  Are there other programs with sunsets that would be 
appropriate in  this exemption? 

Justin Dever: The tax incentives for economic development purposes wi l l  be reviewed 
with the passage of SB 2057 so that wil l  occur at least once every six years. We helped 
d raft the b i l l  without the sunset and we were comfortable without the sunset knowing ful l  
wel l  the legislature can review these every two years as they see fit. 

Donnita Wald :  The l ist is very long on who is requ i red to get an a ir  qual ity permit. Any 
processing  that emits d ifferent gases would requ i re a permit. 

Chairman Headland:  Any s ize p roject that is going to process is going to need an air 
qual ity permit? 

Donnita Wald:  I go back to the defin ition of chemical or ferti l izer plant in  this b i l l  and it's a 
l im it ing factor in  this. 

Chairman Headland:  Was the language in  subsection 5, the defin ition of the facil ity of a 
processing p lant, crafted or changed in  the senate from what was the in it ial d raft of the bi l l? 

Donnita Wald:  No. Everything i n  b lack is what the senate had and is sti l l  in  the b i l l .  The 
language i n  red and g reen is the new language of what the amendment does. 

Chairman Headland:  That was new language crafted in the init ial b i l l? 

Donnita Wald :  Yes. There are a lot of exemptions we have in both the income tax and the 
sales tax where i n  the statute itself the parameters are set. It is a sunset, it's just with in the 
text of the statute and that's what this  is doing too.  

C hairman Headland:  I t  would be my hope that we can address this b i l l  tomorrow. I th ink 
the amendment may need some fine tun ing yet. 
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Minutes: II Attachments #1 , 2 

Chairman Headland :  Donn ita has worked further on the amendment we d iscussed 
yesterday. I ' l l  let her explain it . 

Donnita Wald,  Genera l  Counsel for the Office of State Tax Commissioner: Distributed 
p roposed amendments and m arked up bi l l  1 5 . 0240 .03000 and explained ; see attachments 
# 1  and 2 .  We pushed that date back from December 3 1 , 201 6  to J une 30, 20 1 7  to get the 
permit or to get a n otice from the Department of Health that the air  qual ity permit 
appl ication is complete. We added the language on l ines 24 and 25 saying the denial , 
exp iration ,  or revocation of a permit terminates the exemption. I believe that addresses 
what the committee was d iscussing and al leviates those concerns .  I 've d iscussed this with 
Shane and Cory and they believe th is addresses those issues. 

Representative Hatlestad :  Do you say the permit is good for 1 8  months? 

Donnita Wald:  Yes.  

Representative Hatlestad: So i n  18  months the exemption is gone? 

Donnita Wal d :  Yes .  I t  expires i f  they haven't commenced construction .  Al l  of this 
incorporates without putting 1 8  months in the statute. If  the Department of Health takes 
action that terminates it or denies it or it expires u nder their  rules there is no exemption.  

Representative Hatlestad:  I f  you're bui lding the perm it wi l l  not expi re in  1 8  months? 

Donnita Wald :  That is correct. 
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Chairman Headland : We have the amendment dated March 25,  20 1 5  before us. 

Representative Kle in :  Made a motion to adopt the amendment 1 5. 0240.03000 dated 
March 25 ,  201 5 .  

Vice Chairman Owens: Seconded. 

Voice vote: Motion carried.  

Representative Klein :  Made a m otion for a do pass as amended. 

Vice C hairman Owens: Seconded. 

Representative Steiner: What was the reason for add ing the $ 1 00 ,000 from the oi l  and 
gas research fund in  the study? 

Chairman Headland :  It's because there is concern i f  there is  adequate supply of certain  
products for these plants. M r. Ness asked for it. 

Roll call vote: 1 3  yes 1 no 0 absent 

Motion carries for a do pass as amended. 

Vice Chairman Owens wil l  carry this bi l l .  
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Adopted by the Finance and Taxation 
Committee 

March 25, 2015 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2035 

Page 1, line 7, replace "a" with "studies by the" 

Page 1, line 7, replace "study" with "and industrial commission" 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert", and any component integral to the fertilizer or chemical 
processing plant," 

Page 8, line 22, remove "Tangible personal property used to replace an existing facility" 

Page 8, remove line 23 

Page 8, line 24, replace "replacement creates an expansion of the facility." with "The exemption 
provided in this section applies to all phases of construction under the permit or 
application for permit required by subsection 2. An integral component to the fertilizer 
or chemical processing plant: 

a. May be owned directly or indirectly by the fertilizer or chemical 
processing facility, or by an unrelated third party; 

b. Must be located at the facility site: and 

c. Must be necessary for the plant's processing of fertilizer or chemicals. 

2. On or before June 30, 2017, the owner of the fertilizer or chemical 
processing plant must receive from the department of health an air quality 
permit or a notice that the air quality permit application is complete. The 
owner shall provide this documentation to the tax commissioner to qualify 
for the exemption under this section. Denial, expiration, or revocation of a 
permit terminates the exemption under this section." 

Page 8, line 25, replace "2." with "3." 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace"~" with "4." 

Page 9, line 8, replace "4." with "5." 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace "1" with "2" 

Page 10, after line 17, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. The 
industrial commission may use the sum of one hundred thousand dollars from the oil and gas 
research fund, or so much of the amount as may be necessary, pursuant to its continuing 
appropriation under section 57-51.1-07.3 for the purpose of contracting for an independent, 
non-matching natural gas production study." 

Renumber accordingly 

Page No. 1 15.0240.03002 
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Recommendation: ~opt Amendment 

D Do Pass D Do Not Pass 
D As Amended 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D Place on Consent Calendar 

Other Actions: D Reconsider D 

Motion Made By £~. ~ Seconded By 

Representatives Yes No Representatives Yes No 
CHAIRMAN HEADLAND REP HAAK 
VICE CHAIRMAN OWENS REP STRINDEN 
REP DOCKTER REP MITSKOG 
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REP FROSETH 
REP STEINER 
REP HATLESTAD 
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If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE 
SB 2035, as engrossed: Finance and Taxation Committee (Rep. Headland, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (13 YEAS, 1 NAYS, 0 ABSENT AND NOT VOTING). Engrossed SB 2035 
was placed on the Sixth order on the calendar. 

Page 1, line 7, replace "a" with "studies by the" 

Page 1, line 7, replace "study" with "and industrial commission" 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert". and any component integral to the fertilizer or chemical 
processing plant," 

Page 8, line 22, remove "Tangible personal property used to replace an existing facility" 

Page 8, remove line 23 

Page 8, line 24, replace "replacement creates an expansion of the facility." with "The 
exemption provided in this section applies to all phases of construction under the 
permit or application for permit required by subsection 2. An integral component to 
the fertil izer or chemical processing plant: 

a. May be owned directly or indirectly by the fertilizer or chemical 
processing facility, or by an unrelated third party; 

.tL Must be located at the facility site; and 

c. Must be necessary for the plant's processing of fertilizer or 
chemicals. 

£. On or before June 30, 2017, the owner of the fertilizer or chemical 
processing plant must receive from the department of health an air 
quality permit or a notice that the air quality permit application is 
complete. The owner shall provide this documentation to the tax 
commissioner to qualify for the exemption under this section. Denial, 
expiration, or revocation of a permit terminates the exemption under this 
section." 

Page 8, line 25, replace "2." with"~" 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace"~" with "4." 

Page 9, line 8, replace "4." with "§.,," 

Page 10, line 7, remove "or expand" 

Page 10, line 9, rep lace "1" with "2." 

Page 10, after line 17, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. 
The industrial commission may use the sum of one hundred thousand dollars from the oil 
and gas research fund, or so much of the amount as may be necessary, pursuant to its 
continuing appropriation under section 57-51 .1-07.3 for the purpose of contracting for an 
independent, non-matching natural gas production study." 

Renumber accordingly 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_55_002 
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Conference Committee 

Minutes: 

Chairman Latten cal led the conference committee on SB2035 to order. Senators Latten,  
Unruh & Dotzenrod ; Rep. Head land , Owens & Haak a l l  present. 

Sen. Laffen -- Let's start by having you guys explain the changes that you made. 

Rep. Headland -- The changes to 2035 that were made in  the House are reflective of our 
desire to have some sort of sunset on the b i l l .  So the language that we came up with that 
everyone seemed to agree to was for at the time when the a ir  qual ity permit was deemed 
complete that would be enough for the company to take that certificate or letter to the tax 
commissioner and then the tax commissioner would approve the exemption. We also 
added a study of natural gas production because I th ink there is some question as to 
whether or not there is enough avai lable ethyl for these projects, col lectively. We thought 
it was important to study that. That is the change that the House made. 

Sen. Laffen -- And the rest of the language is clean-up? 

Rep. Headland -- That is correct. I think that is just clarifying . There may be p ieces that 
may be owned by third parties. I think that is al l  undetermined . But if it is al l  part of the 
project and would be part of the a ir  qual ity permit then they could be an u nrelated business 
or party. 

Sen. Laffen -- I haven't talked to my side on th is issue at a l l  but I can speak for myself, I 
have no angst with the extra study piece at al l .  I am a l ittle nervous about the sunset being 
so quick i n  that these are big projects and I want to make sure that this is long enough so 
that the people who are putting them together have some assurance that the sales tax 
exemption wi l l  be there when they get through al l  of th is. 

Sen. Unru h  -- I have simi lar concerns,  maybe for a bit d ifferent reason,  I am just not 
convinced that the sunset date should be contingent upon receiving the air qual ity permit. 
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I 've gone after those myself before and it can be very interesting trying to obta in  those and I 
know the companies that are affected by this are i n  the process of obtain ing those. My 
question was there anyth ing else that the committee considered as a contingency for 
tripping that sunset date? Was there anything else looked at? 

Rep. Headland -- We looked at a solid date, drop dead date, and with the players involved 
and we know about the plants that we are addressing in this particular b i l l ,  currently, it was 
ind icated to us that 2 of them have already received approva l of the air qual ity permit and 
the other one thought there would be absolutely no reason they would n't get approva l .  The 
example they used was if it was located next to the refinery out here ,  the air qual ity would 
be better after it  went through whatever process at the plant than the a ir  would be going i n .  
They were agreeable with the language. We understand that we may be putting at risk 
some possible new d iscussions but we felt that the timeframe, between now and next 
leg islative session,  is so short that if there were any new d iscussions out there we would be 
aware of them and that, if we weren't aware of them, the 2 year timeframe would certain ly 
g ive us time and opportun ity to come back next session and add ress it then .  (meter 6 :07-
6 :30) 

Sen. Unruh -- I can't say that I necessarily d isagree with their being some type of end date 
on this but would the committee be open to looking at an alternative way of doing that? 
That is something that I would l ike to investigate. 

Rep. Headland -- From my perspective, I am wil l ing to look at anyth ing .  If there is a way to 
make this more palatable for everyone, I am certain ly wi l l ing to look at anyth ing .  

Sen. Unruh -- Subsection h ,  under section 3 ,  you took out the word , or expand , after the 
word construct, I 'm just wondering if we cou ld get an explanation on that as wel l .  

Sen. Laffen -- I th ink  that i s  throughout the b i l l ,  you took out the, and expand , component. 
Someone want to comment on what the thoughts were? 

Rep. Owens -- I n  the d iscussion we talked about there was a lot of angst about, wel l  here 
we are doing another one and now al l  these companies wi l l  expand . What about the 
people here expanding? This is supposed to be for new jobs, new faci l ities, new 
manufacturing ,  new chemical plants , so the committee felt l ike we should take expand out 
and narrow focus it on new people coming in .  That is also why they wanted to shorten the 
time up.  

Rep. Headland -- I 'm not sure that I remember i t  that way. Not sure of the rational for 
doing it that way. 

Sen. Laffen -- I 'm good with removing the expansions. 

Sen. Dotzenrod -- The only reason I can think of to be concerned about the expand is that 
sometime you wi l l  hear this,  a tax break, a 5 year property tax or some other sort of tax 
incentive is offered to a hardware store or a small  manufacturer and it is competing against 
another business downtown. One got the break and another one d id n't. There sometimes 
is a question of are we provid ing breaks and if you had a company that wanted to get into 
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some of th is  and expand an operation they have, they wou ld feel left out. Are you going to 
have a s ituation where a new company gets an advantage over an existing company? 
(meter 1 0:55- 1 1 :43) 

Rep. Headland -- I th ink  our reason to take expand out of the language is because we 
have language i n  here now that the exemption is going to be provided on the air  qual ity 
perm it for what is i n  that permit only. I n  the future, if they wish to expand beyond what they 
have stated in the a i r  qual ity permit, I th ink we thought that they should come back and ask 
for further exemption .  We were trying to l imit it to the projects as they were designed and 
not to have a never-ending sales tax exemption for a particular plant. 

Sen. Laffen -- I am sti l l  just a l ittle nervous about the sunset. Would it be okay if I brought 
up commerce and just asked their  thoughts on sunset? Alan ,  could you talk about the 
sunset, does it cause any issues out there that you would see? 

Alan Anderson,  Commerce Department -- First off, thank you for a l l  you r  work on this b i l l .  
It is extremely important and i t  is critical when you start talking about the largest 
investments ever i n  North Dakota . We are talking about $3 bi l l ion , $4 bi l l ion faci l ities. And 
those are covered in the b i l l .  The problem that I would have with the exemption is that it 
really keeps us from working add itional deals down the road . For example, the CHS 
project; that one we have been working on for 2 % years a lready. Companies wil l  come in 
and they wil l  look at it and their  biggest challenge, a lways, is to get the financing . They 
look on a long-term horizon so when you say sunset in the language, then they 
automatically just k ind of put that to the s ide because there is not a guarantee then and 
there never is  but they th ink that there's a d ifferent plan maybe for that particular 
exemption .  It's m uch better with the request to do a look-back on al l  of our  incentives. 
With having that look-back, it wi l l  force us to a lways update and bring back the information 
to al l  of you to see is ,  it real ly working in the way that you thought. (meter 1 5:00-1 5:22) 

Rep. Headland -- M r. Anderson,  doesn't the uncertainty, when you are talking about 
d iscussions with other companies, already exist with the passage of 2057 because you are 
going to have to expla in to them that every exemption, i nclud ing what we are d iscussing , is 
going to be looked at by an interim committee with the possib i l ity of making changes? I 
don't see how our amendment is going to change what we've already passed into law. 

Alan Anderson -- The d ifference is that it's a message that you are send ing.  Companies 
know that. For example,  when Wil l iston got themselves in a l ittle b it of a chal lenge with 
regards to their financing on long-term, it had to do with the loan agency,  the bonding 
agencies, looking at the sunset that was triggered off of the last improvement on the 
formula change. I n  reality it's more than l ike ly going to change but it may change to the 
better. (meter 1 6 : 54-1 7: 1 7) 

Sen. Laffen -- The amendment that you made is intended to really l im it this exemption to 
the few that are being looked at right now? We must know who they are.  They must be in 
process? Grand F orks, Spiritwood , and the plastics plant, are those the three? 

Rep. Headland -- Yeah ,  I th ink you are right in your assumption.  I don't know if a plan 
could be put forward that quickly. We thought it was important to l imit the state's exposure. 
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Can the state hand le 1 5  of these plants coming on l ine at one time? (meter 1 8 : 1 4-1 8:27) 
th ink  we are wi l l ing to take a look at something other than what we've got in the form of the 
sunset, but we would have to see what that is. 

Sen. Laffen - - Do you just want to come back another day and th ink about it on both sides? 

Sen. Dotzenrod -- My sense of the problem with the June, 30, 201 7, is that we adjourn 
here and 6 months or a year later the people at commerce run across a project that they 
would l ike to see come here and they start working with them and they say we real ly can 't 
do anything because we've got 8 or 1 2  months until June 30.  That doesn't g ive you 
enough time to get that permit th ing and we're not sure what the next leg is lature wil l  do. It 
clouds the picture for someone who comes up who is not on l ist right now. I'm th inking of 4 
or 6 years out, or someth ing l ike that. It puts an end date in  there for the legislature and it 
g ives them some control .  (meter 1 9:45-20: 1 8) 

Rep. Headland -- I can't d isagree with what you've said; however, the end date, J une 30 
gets us through another leg is lative session before that date occurs.  We wi l l  be back and 
able to address it. It's important that we get these plants that we are d iscussing here bu i lt . 
Beyond that, there is  a q uestion whether there is enough capabi l ity to even provide gas to 
any of these plants. The study wil l  help us in that decision making process .  I don't th ink  we 
are jeopard izing future projects with this language. 

Rep. Haak -- When these potential projects are looking at a state to come i n ,  you are 
saying that they don't l ike a ny kind of dead date. You are saying that you would l ike to see 
this extended out forever, or unti l .  . .  

Alan Anderson -- Anytime that you put that end date, that sunset portion,  it sends that 
message that, wel l ,  it's just a brief l ittle moment for the incentive and maybe it won't 
continue aga in .  Whereas if we continue on with reevaluating ,  that can change but it is  
signal ing the decision makers on those projects. 

Rep. Haak -- What does brief mean to a company looking to i nvest? 

Alan Anderson -- It depends on the s ize of the investment. My background was oi l  and 
gas and refin ing ,  brief often was,  if you were going to i nvest and I never dealt with a couple 
bi l l ion dollar project, then you are looking at least 20-30 year  window. If you are doing 
something for a couple m i l l ion dol lars ,  you are probably only looking at it  on a 2-5 year 
standpoint. 

Sen. Laffen -- I would be more comfortable with a 201 9 date only that these are such big 
projects, I 'm nervous that in a 2 year window most people would look at this as a $4 bi l l ion 
project and say I can't get that done in  a 2 year window but if I had a 4 year certai nty it 
wou ld g ive a bit more security. 

Rep. Headland -- Are you talking about the date that we have in our version? 

Sen. Laffen - - Yes ,  in your version. 
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Sen. Unruh -- I would agree with that, that we will be back before that 201 7 date, but I 
would also argue M r. Anderson's point that it creates a level of uncertai nty for any new 
project that comes in .  They wil l  just h ave to postpone any plans to see if we extend that 
d ate next session.  I am uncomfortable with that 201 7  date because it adds that layer of 
uncertainty to any new projects coming forward . 

Rep. Headland -- I don't mean to go back and forth on this, but we've got 3 plants that we 
are talking about here that went ahead without any of this stuff. The fact that we are 
extending it by removing a sunset for everybody, it may change the game. It may not. I 
d on't th ink that we can m ake the argument that we are completely creating an exasperating 
job for commerce by having this sunset on it. 

Sen. Dotzen rod -- This is an interesting concept that we offer an incentive for a project but 
we a re not rea l ly thinking that we want to keep that offer out there for the long-term. I h ad 
not heard that that you need to think, do we h ave the natural g as available. (meter 25:30-
26:53) 

Rep. Owens - - We actual ly h ave done it on a smaller scale in  another area before and it 
was beautiful the way it worked, the incentive, because it seems logical that government 
would kick-start something but not support it for the rest of its l ife. In 2005, we had 5 E85 
pumps in the state and what we d id was el iminated the gas tax on the E85 gasoline for the 
first m i l l ion gal lons and we did an incentive to put in an E85 tan k  and it expired . And ,  now 
h ow many places h ave the E85? I 'd dare you to find a gas station that doesn't. It kick­
started that program around the state and we had it in for a l ittle while and we had a sunset 
and it went away. We've done it before. It can work. The question here is the size of the 
investment and what is that timeframe that we need to consider; and whether or not it is for 
new industry or  existing industry or both? 

Sen. Laffen -- Any other thoughts? We wil l  think about it and adjourn. 



2015 SENATE STANDING COMMITTEE MINUTES 
Finance and Taxation Committee 

Lewis and Clark Room, State Capitol 

S82035 
4/7/20 1 5  

Job #25886 

D Subcommittee 
� Conference Committee 

Committee Clerk Signature 

Explanation or reason for introduction of bi l l/resolution:  

Conference Committee 

Minutes: 

Chairman Latten opened the conference committee work on S82035. Senators Latten,  
U n ruh & Dotzen rod ; Representatives Head land , Owens & Haak a l l  present. 

Sen. Laffen -- We left this and we are down to one issue on this bi l l  and that is the sunset. 
The d iscussion from our side, the sunset makes us nervous in that we are trying to create 
an incentive and then we put it in there that it is only good for 2 years .  My nervousness 
comes just in the next company, somebody that we don't yet know, would look at this and 
say, I can't get a project of this s ize done in 2 years, and not that these tax incentives are 
always the make or break dea l ,  but it is a big part of the formula.  I th ink we left wondering if 
there was another way to structure that. Any thoughts? 

Rep. Headland -- I th ink we are open to looking at an alternative but, frankly, I th ink we 
th ink  that the way we have drafted the amendment, the projects we are talking about, are 
going to be able to move forward and that we wil l  be back in 2 years, if another project 
comes along, and we wil l  be able to look at the incentive, again ,  if need be and make 
changes if that is the case. We sti l l  feel that the sunset is important to us in the House. 

Sen. Laffen - - Please explain why you think we need a sunset at all? As I look at the bi l l ,  it 
is an incentive for these kinds of compan ies to come. In my mind ,  the more the merrier. 
They bring jobs. That is why we are trying to do it. Why have a sunset at a l l? 

Rep. Headland -- I th ink we are trying to learn from past experiences, when we've allowed 
incentives to go on into perpetu ity, we've always found that there is a point where you need 
to add ress what's on the books. We are just trying to not add to that future problem. 

Sen. Laffen - - We could come back in 2 years and get r id of the d is incentive. The only 
d ifference i n  my mind is that one of them doesn't have that sort of, in  your face, that this 
may not be there when you get to the end . 



Senate Finance and Taxation Committee 
SB2035 
April 7, 201 5  
Page 2 

Rep. Headland -- I look at another bi l l  that we've dealt with , it's an incentive that we 
provided last session for automation for primary sector manufactur ing.  We had a sunset on 
that and I don't think that there was anyth ing,  for one th ing,  we found out that the money 
got used and I think it is easier to come back and ask to remove the sunset than it is to 
come back and say, you know what the incentive is out there and now we are going to take 
it away. We are looking forward and I think we are trying to position ourselves so we can 
find out if the incentive is effective and,  if it's not, it's easier to just let the sunset move 
forward than it is to try to come back and put a sunset on an existing exemption. 

Rep. Owens - - What I 've noticed , i n  the t ime that I 've been here, and I 've been on finance 
and taxation the whole time I 've been i n  the House is that once we put it on without a 
sunset it becomes forever and ever and it becomes expected. And then let's ask for this 
and let's ask for that. If it has a sunset, at least there is another d iscussion about it. I know 
that we've got the review and it's going to be a wonderful th ing .  (meter 5 : 1 0-6 : 35) 

Sen. Laffen -- I don't th ink  it is contingent on when you start construction at a l l ,  you need 
the air qual ity permit with in that 2 year window and then you would qual ify. 

Rep. Owens -- Even after the sunset? That was my point. The sales tax exemption would 
sti l l  go on for a while. The key is just acquiring that in itia l permit. And so, see, the sunset is 
real ly about the sunset of acquiring the permit for the catalyst to activate the sales tax 
exemption , not construction completion.  

Sen. Laffen - - Which, granted , does make it  a l ittle easier than trying to get the whole 
project pul led together and getting it permitted in  that timeframe. 

Sen. Unruh -- I agree with a lot of the things that Rep . Owens said . A lot of the time here, 
in finance and taxation,  we address these exemptions or incentives with either a cap on the · 
total amount that qual ifies or we put a sunset on it, or we just let it go i nto perpetuity. If our 
thought process is that if  there is somebody that comes in ,  we wi l l  just change it  next 
session, I feel that it would be more appropriate for us to just al low for that to happen now 
and provide a l ittle bit of certainty for those projects that are taking a look at our state and 
not hold them up any further by having to wait until we pass someth ing to take someth ing 
out of code next session .  I think this is  a real ly great incentive and I th ink we could take 
care of the evaluation part of it and see whether or not it is working with the leg islation that 
we've been talk ing about. I agree that we need to be taking a look at these things. We 
need to make sure that things aren't in code in perpetuity. I feel that we could take the 
sunset language out but sti l l ,  in effect, have a sunset due to the 6 year eva luation. 

Rep. Haak -- There is real ly no guarantee because every time we meet as a leg islature you 
can reevaluate the tax exemptions and we can either take them away or add more of them. 

Sen. Dotzenrod -- When I was considering this in our committee environment and we were 
looking at it the first t ime, one of the thoughts I had is not just the next 2 years or 4 years 
but 1 0-20 years out. Can we envision a set of circumstances where we wou ld have a p lant 
that would fit the kind of defin itions that are in this bi l l  that was looking at North Dakota 
where we would say that we real ly don't want that plant here? I th ink ,  if that's the case, 
then I think the sunset makes sense. But if we are going to be competing with states 
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around us for a fai rly extended period of time for the kinds of things that these companies 
are doing, it seems pretty clear we are going to have to make some offers ,  some 
concessions, get in to the business of competing. I don't know if there is going to be 
another p lant of any sign ificant s ize bui lt without some property tax concessions made 
local ly ,  some package that the state can put together to try to make it attractive to get that 
p lant to come here. This sales tax is one of those thi ngs where you put $ 1 00 in at the 
outset expecting to get $ 1 ,000 over the next period of years. (meter 1 1  : 53-1 4:03) 

Sen. Laffen -- My thoughts on your conversation there ,  I don't think we would ever get to a 
point where there would be p rojects l ike those come along that we d idn't want. I just don 't 
th ink there wi l l  be that many of them. I think it's possible that there could come a time 
where we would say they are able to come on their  own without the incentive; we don't 
need to do that anymore because there are 4 of them here,  they are making the plastics 
and now the next companies are using that company and therefore we don't have to g ive 
them. We want to incentive the first g roup, hopefully they bui ld enough momentum and the 
next ones come and pay their ful l  way. I think that is where we are trying to get. For me, I 
don't m i nd a sunset in  here, I would just l ike to see it be long enough that the first group of 
them have some more certai nty. 

Rep .  Headland -- You just echoed my sentiments. This is an incentive. It's specific to 
fert i l izer and chemical  p rocessing.  Within  this b i l l ,  we have put in  a study, essentially, 
looking at trying to determine,  do we have enough gas available for these 3 plants today? 
(meter 1 5:43- 1 7 :05) We crafted legislation that we knew had a good chance of passing on 
the House floor. Without some kind of an end-game, a sunset, I 'm not sure .  

Sen. Laffen -- Want to th ink o n e  more time? Or, any suggestions? 

Sen. Dotzenrod -- Would any of the conferees be wil l ing to go from 2 years to 4 years? 

Rep. Headland -- Like I said at the beginn ing ,  we are wil l ing to look at something that you 
bring forward . I am not going to commit to saying 4 years is fine ,  let's move on , unti l  I see 
how it is crafted . 

Sen. Laffen -- I would recommend that we adjourn for today and the first action when we 
come back is to p ropose 4 years. We wil l  bring that and g ive you time to think about that. 

Rep. Headland -- That would just be language at the end? 

Sen. Laffen -- I was th inking about amending your  section for the permitting from June 30, 
201 7  to 201 9 .  

Rep.  Headland - - O n  or  before June 30 ,  201 9 .  

Sen. Laffen -- These are such large projects, I think this wil l  work for the first 3 but I would 
l ike it to also be avai lable for somebody else to look at. 

Committee adjourn ed .  
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Chairman Laffen opened the conference committee on S82035. Senators Laffen,  U nruh 
and Dotzenrod; Representatives Headland , Owens, and Haak al l  present. 

Sen. Laffen - - Sen. Unruh has handed out some amendments. (Attachment #1 ) What 
they do is to leave the bi l l  exactly as you had amended it but changes the sunset from 201 7 
to 201 9. 

Rep. Headland -- To m ove this bi l l ,  I think this is an amendment that we can live with in the 
House, and if my committee members agree, I would move the House recede from its 
amendments and further amend. 

Sen. U nruh -- Seconded 

Sen. Laffen - - We have a motion and a second. Discussion? 

Rol l  cal l  vote on S 82035: Senators 3 yes; Representatives 3 yes .  Carried. 

Carriers :  Sen. Laffen and Representative Headland 
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2035 

That the House recede from its amendments as printed on pages 992 and 993 of the Senate 
Journal and pages 1183 and 1184 of the House Journal and that Engrossed Senate Bill No. 
2035 be amended as follows: 

Page 1, line 7, replace "a" with "studies by the" 

Page 1, line 7, replace "study" with "and industrial commission" 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert", and any component integral to the fertilizer or chemical 
processing plant," 

Page 8, line 22, remove "Tangible personal property used to replace an existing facility" 

Page 8, remove line 23 

Page 8, line 24, replace "replacement creates an expansion of the facility." with "The exemption 
provided in this section applies to all phases of construction under the permit or 
application for permit required by subsection 2. An integral component to the fertilizer 
or chemical processing plant: 

a. May be owned directly or indirectly by the fertilizer or chemical 
processing facility, or by an unrelated third party; 

b. Must be located at the facility site; and 

c. Must be necessary for the plant's processing of fertilizer or chemicals. 

2. On or before June 30, 2019. the owner of the fertilizer or chemical 
processing plant must receive from the department of health an air quality 
permit or a notice that the air quality permit application is complete. The 
owner shall provide this documentation to the tax commissioner to qualify 
for the exemption under this section. Denial. expiration. or revocation of a 
permit terminates the exemption under this section." 

Page 8, line 25, replace "2." with "3." 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace "3." with "4." 

Page 9, line 8, replace "4." with "5." 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace "1" with ".2." 

Page 10, after line 17, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. The 
industrial commission may use the sum of one hundred thousand dollars from the oil and gas 
research fund, or so much of the amount as may be necessary, pursuant to its continuing 
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appropriation under section 57-5 1 . 1 -07 .3 for the purpose of contracting for an independent, 
nonmatching natural gas production study." 

Renumber accordingly 
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REPORT OF CONFERENCE COMMITTEE 
SB 2035, as engrossed: Your conference committee (Sens. Laffen, Unruh, Dotzenrod and 

Reps. Headland, Owens, Haak) recommends that the HOUSE RECEDE from the 
House amendments as printed on SJ pages 992-993, adopt amendments as 
follows, and place SB 2035 on the Seventh order: 

That the House recede from its amendments as printed on pages 992 and 993 of the Senate 
Journal and pages 1183 and 1184 of the House Journal and that Engrossed Senate Bill No. 
2035 be amended as follows: 

Page 1, line 7, replace "a" with "studies by the" 

Page 1, line 7, replace "study" with "and industrial commission" 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert", and any component integral to the fertilizer or chemical 
processing plant." 

Page 8, line 22, remove "Tangible personal property used to replace an existing facility" 

Page 8, remove line 23 

Page 8, line 24, replace "replacement creates an expansion of the facility." with "The 
exemption provided in th is section applies to all phases of construction under the 
permit or application for permit required by subsection 2. An integral component to 
the fertilizer or chemical processing plant: 

g,_ May be owned directly or indirectly by the fertilizer or chemical 
processing faci lity, or by an unrelated third party: 

Q,. Must be located at the facility site: and 

c. Must be necessary for the plant's processing of fertilizer or 
chemicals. 

2. On or before June 30, 2019, the owner of the fertil izer or chemical 
processing plant must receive from the department of health an air 
quality permit or a notice that the air quality permit application is 
complete. The owner shall provide this documentation to the tax 
commissioner to qualify for the exemption under this section. Denial, 
expiration, or revocation of a permit terminates the exemption under this 
section." 

Page 8, line 25, replace "2." with "3." 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace "~" with "4." 

Page 9, line 8, replace "4." with "§.,_" 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace "1" with "-2." 

Page 10, after line 17, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. 
The industrial commission may use the sum of one hundred thousand dollars from the oil 
and gas research fund , or so much of the amount as may be necessary, pursuant to its 
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continuing appropriation under section 57-51 . 1-07.3 for the purpose of contracting for an 
independent, nonmatching natural gas production study." 

Renumber accordingly 

Engrossed SB 2035 was placed on the Seventh order of business on the calendar. 
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DEPARTMENT OF COMMERCE TESTIMON Y  ON S ENATE BILL 2035 
JANUARY 19, 20 15, 9 :45 A . M .  

SENATE FINANCE A N D  TAXATION COMMITTEE 

LEWIS AND CLARK ROOM 

S ENATOR DWIGHT COOK, CHAIRMAN 

ALAN ANDERSON - COMMISSIONER, ND D EPARTMENT OF COMMERCE 

Good morning, Mr.  Chairman and members of the committee, my name is Alan Anderson and I 
serve as the Commissioner for the North Dakota Department of Commerce, as well as chairman 
of the EmPower North Dakota Commission. 

On behalf of the EmPower ND Commission, I am here today to speak in favor of Senate Bil l  
203 5 .  This is a bil l  that was recommended by the Commission and approved by the interim 
Energy Development and Transmission committee. A complete l ist of bil ls recommended and 
supported by the Commission is below: 

• Senate Bil l  No. 2032 - Oil and Gas Development Strategic Planning Authority. 
• Senate Bil l  No. 2033 - Oil & Gas Tax Trigger Mechanism. 
• Senate Bi l l  No. 2034 - Oil Gathering Pipelines Sales Tax Exemption. 
• Senate Bil l  No. 2035 - Value-Added Energy Facility Sales Tax Exemption. 
• Senate Bil l  No. 2036 - Coal Beneficiation. 
• Senate Bi l l  No. 2037 - Wind Energy Incentives & New Coal Mine Sales Tax Exemption. 

Senate Bill 2035 relates to a sales tax exemption for value-added energy facilities, similar to the 
sales tax exemption provided for value-added agriculture facil ities. This includes fertilizer plants 
or chemical processing facilities. Currently, these facilities could qualify under the sales tax 
exemption provided for manufacturing (NDCC § 57-39.2-04.3) which would exempt machinery 
or equipment used in the manufacturing process. The new exemption in SB 2035 would include 
al l tangible personal property, including the structure of the facility. 

There have been projects announced recently that would be made more competitive through this 
exemption. CHS announced they are moving forward with a $3 bil lion: p lant near the Spiritwood 
Energy Park that wil l  convert natural gas into fertilizer. Northern Plains Nitrogen has announced 
plans to construct a fertil izer plant near Grand Forks. And Badlands NGL has proposed building 
a $4 bi l l ion polyethylene manufacturing plant in North Dakota. Each of these projects would be 
the largest private investment in North Dakota's history. 

Mr. Chairman and members of the Finance and Taxation Committee, I respectfully request your 
favorable  consideration of Senate Bi l l  203 5. That concludes my testimony and I am happy to 
entertain any questions. 
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Testimony to the Senate Finance & Tax Committee 
Chairman Dwight Cook 
Shane Goettle, Project Consultant/Lobbyist 
Badlands NGLs, LLC 
sgoettle@badlandsngls.com 

SENATE BILL 2035 

Mr. Chairman and members of the Committee, my name is Shane Goettle. In addition to 

serving as a lobbyist today on behalf of Badlands NG Ls, LLC, ("Badlands"), I have been 

actively involved with the development of Badland's large-scale polyethylene project for the 

past two years and serve as its North Dakota-based project consultant. I am here today in both 

capacities to testify in favor of SB 2035. 

For decades now, North Dakota has supported the development of value-added 

agriculture projects through the use of the very incentives you are now considering today for the 

value-added energy sector. Already, some of our bio-fuels plants have been built with the value-

added energy incentives that are on the books. We can now take that success in value-added 

agriculture and apply it to value-added energy. 

We have tremendous opportunities in North Dakota to turn both crude and natural gas 

components into exciting projects for our home state, diversifying our economy and setting the 

stage to expand not only our energy-base, but also our manufacturing and export sectors; which 

brings to one such opportunity. 

BADLANDS NGL's, LLC 

Badlands NGL's, LLC ("Badlands") is a Delaware limited liability company. It's 

principals and strategic partners have considerable experience in development, construction and 

management of natural gas liquid ("NOL") to polyolefin products. After several years of work 

dedicated towards investigating NGL to polyolefin opportunities in the North Dakota Williston 



Basin (" WB"), Badlands has concluded that the results and recommendations set forth in the IHS 

study completed this past summer for the EmPower Commission and the North Dakota 

Department of Commerce have merit. 

PROJECT 

Badlands is proceeding with the development, construction, start-up and operation of a 

fully integrated NOL sourced ethane gas to polyethylene ("PE") manufacturing facility in North 

Dakota. Based upon engineering, technical and marketing work completed to-date, Badlands 

intends to design and construct a 1.5 million metric ton ("MT") PE complex (approximately 3.3 

billion annual pounds of PE production). Badlands preliminary engineering studies confirm $4.2 

billion CAPEX and confirm aggressive but feasible completion date of Q-4 2017. 

Preliminary costs for the project are just over $4.0 billion excluding the costs of ethane 

gathering and certain NOL processing infrastructure. 

ETHANE FEEDSTOCK 

Based upon a 1.5 million MT ethane gas to ethylene capacity and 350 day per year 

operation, Badlands will require 95 Mb/d of ethane feedstock. The Williston Basin's current 

ethane production is in excess of 200 thousand barrels per day (Mb/d) of ethane. Ethane has 

only two uses, petrochemicals (ethylene) and "rej ection" into natural gas supply. There are two 

Williston Basin " rej ection" outlets; WBI Pipeline and Northern Border Pipeline. 

After taking into consideration almost 600 Mb/d of 2015-2020 new Gulf Coast 

petrochemical ethane demand and 300 Mb/d of ethane export demand, U.S. ethane supply will 

result in as much as 800 Mb/d of U.S. "ethane rejection" 

Williston Basin NOL sourced ethane is the most physically and economically remote 

from Gulf Coast petrochemical demand. Badlands believes that development of substantial 
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local uses for WB NOL sourced ethane wi ll be an indispensable part of the Williston Basin's 

continued economic development. 

To acquire our feedstock, Badlands is currently engaged in multiple negotiations and 

discussions with Williston Basin oil and gas producers, Williston Basin midstream companies 

and gas processors, and Williston Basin pipeline companies regarding ethane aggregation 

strategies for the Badlands PE project. Badlands is committed to maximizing the value of 

Bakken ethane for producers, their midstream partners and all gas processors. 

In addition to working with larger ethane producers and suppliers, Badlands also intends 

to solicit ethane supply agreements with smaller WB producers, suppliers & processors, and 

pipeline entities. At this time Badlands believes that smaller gas processors generate in excess of 

30 Mb/d ofNGL sourced ethane. 

PRODUCT & MARKET 

Badlands intends to produce PE products including linear low density PE (" LLDPE"), 

high density PE (HDPE") with a focus on newer PE products such as metallocene LLDPE and 

bimodal HDPE. 

Vinmar Projects ("Vinmar") is an affi liate company of Vinmar Group. Since 1999, 

Vinmar has assisted in the development of several world scale petrochemical projects in the 

Middle East, Asia, and South America. In each case, Vinmar provides long term product off­

take services in support of project finance for the development partners. 

Vinmar and Badlands have signed a mutually binding, fifteen year product off-take 

Memorandum of Understanding for 100% of the PE product to be produced by the Badlands 

project. Vinmar and Badlands intend to market a majority of our PE products within the U.S . 

3 



markets, which, as described by IHS, are closer in location to a North Dakota PE facility than to 

a Gulf Coast PE facility. 

TECHNOLOGY SELECTION & CONSTRUCTION 

In addition to Badlands and Vinmar, another key project participant includes Tecnicas 

Reunidas ("TR") of Madrid, Spain. TR is a Spanish public company with 2013 revenues in 

excess of $4 billion, over $10 billion in contracts backlog, and in 2013 TR was the 7th largest 

petrochemicals and polymers EPC contractor in the world. TR is presently completing 5 projects 

in Western Canada. 

TR is presently completing a preliminary engineering analysis for Badlands. This work 

is scheduled for completion very soon and will include completion of technology evaluations and 

ethane to ethylene and ethylene to PE licensor selection, ethane aggregation engineering and 

planning and final site selection. 

Badlands, Vinmar and TR continue to work with two major ethane to ethylene licensors 

and two major ethylene to PE licensors and anticipates project technology selection prior to year 

end 2014. 

OPERATION 

The project will be developed and operated by a Badlands affiliate that will be structured 

as a Master Limited Partnership ("MLP"). The MLP will be headquartered in Bismarck, North 

Dakota. The MLP will employ approximately 500 highly trained and qualified persons in 

manufacturing, marketing, administrative, safety, financial and senior executive positions. 

Badlands and its advisors and strategic paiiners continue to address infrastructure 

challenges unique to the development of a world scale PE facility in North Dakota. Both TR and 

Vinmar have considerable experience and success in project development, construction and 
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operation in worldwide locations that present challenges similar to and in many cases more 

challenging than conditions in the North Dakota WB. 

In addition, Badlands continues to enjoy very strong support of the North Dakota 

business community, North Dakota elected officials and North Dakota investors. North Dakota 

elected officials and agencies have provided Badlands with by far the most business friendl y and 

pro-development environment in the United States. 

Badlands has been fortunate to attract many of North Dakota's leading business and 

community leaders as Badlands investors. The North Dakota business community continues to 

assist Badlands with ethane aggregation strategies and planning. 

Badlands continues to discuss debt and equity capital markets needs with major financial 

industry advisors and investors. 

CONCLUSION 

Despite the strengths of the development team, the development partners, and strong 

economic fundamentals driving the development of the Badland's proj ect. There are still many, 

many associated risks. Applying a sales and use tax exemption to the materials used in a 

construction, as SB 2035 proposes to do, would send a very strong signal of support from the 

state of North Dakota. 

There is no guaranty that value-added energy proj ects will take off in this state. The 

crude and natw-al gas feedstocks can and are being shipped to other states where value is then 

added elsewhere. This is a highly competitive environment with some very big players. The 

Badlands project itself, to arrive at its $4.2 billion capitalization, added 40% to its development 

and constructions costs because of the remoteness of North Dakota, our tight labor supply, our 

5 



cold weather and our distance from other obvious place to consider developing a world-scale PE 

plant. 

Passing SB 2035 through the legislature would send a signal to the world that North 

Dakota stands ready to provide a significant and robust boost to value-added energy projects. I 

ask for your favorable consideration and would be happy to address any questions. 
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Testimony of Randy Sch neider 

NORTH DAKOTA ETHANOL 
PRonucERS AssocIATION 

President , North Dakota Ethanol Producers Association 

In Support of SB 2035 
Senate Finance and Taxation 

January 1 9 , 20 1 5  

Chairman Cook and members of the committee: 

My name is Randy Schneider, and I am the President of the North Dakota Ethanol Producers 

Association (N DEPA) and represent the ethanol industry on the ND EmPower Commission . 

am here today to voice support for SB 2035 as it creates an incentive to attract and develop 

new industries that wi l l  add value to products currently produced in the state. 

The North Dakota Ethanol Producers Association represents the state's four ethanol plants, as 

wel l  as industry stakeholders. One of NDEPA's legislative priorities is supporting incentives to 

value-add products produced at the plants, which include ethanol ,  d isti l lers g ra in ( l ivestock 

feed),  corn oil and C02. A recent study authorized during the 201 3  Leg islative Session and 

conducted by IHS over the interim,  revealed opportunities in  these areas for both natural gas 

and ethanol .  This bi l l  wi l l  provide a tool g iving North Dakota a competitive advantage in  

attracting these industries to  the state. 

North Dakota 's ethanol industry currently exports roughly 96 percent of the 400 mi l l ion gal lons 

of ethanol produced in  the state and 80 to 90 percent of the 1 . 1 mil l ion tons of d isti l lers grains. 

Having addit ional markets would provide increased stabi l ity for the industry. Long term , 

attraction of fert i l izer and chemical industries wi l l  a l low additional dol lars to stay in  North Dakota 

by increasing the amount of products used in state through value-added markets and decrease 

the amount exported. 

The ND EmPower Commission recommended this bi l l  and it was introduced by the I nterim 

Energy Committee as both groups recogn ize the economic opportunity for the community and 

state should a ferti l izer or chemical processing facility locate here. The attraction of these 

industries is an excel lent opportunity to further diversify the economy . 

For these reasons, I would urge your favorable consideration of SB 2035. 

1 605 
PO 8o 1 09 1  • Btsnuudt, 

70 1 . 355.4458 • 70 1 . 223. 4645 (fax) • www. nd 
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ECONOMIC DEVELOPMENT ASSOCIATION OF NORTH DAKOTA = I}/ A/ 
E D� "f' · 
§f\JD -
==== PO BOX 1 091 • BISMARCK, NORTH DAKOTA 58502 

Testimony of Connie Ova, Chief Executive Officer 
Jamestown/Stutsman Development Corporation 

In Support of SB 2035 
January 1 9, 201 5  

Chairman Cook and members of the Senate Finance and Taxation Committee, I 'm 

Connie Ova, CEO of the Jamestown/Stutsman Development Corporation (JSDC), and vice 

president of the Economic Development Association of North Dakota (EDND). On behalf of 

Jamestown/Stutsman Development Corporation and EDND, I would l i ke to express our support 

for SB 2035. 

EDND represents more than 80 state economic development organizations on the front 

l ine of economic development efforts throughout North Dakota . The primary purpose of the 

organization is to support the creation of new wealth and the diversification of North Dakota's 

economy. As we move forward to enhance the state's economy in  a l l  business sectors, and in 

a l l  parts of the state, the need for d iversification of the economy is apparent. 

A d iversified industry opportun ity that uses natura l  gas currently being flared in the oi l  

patch could include ferti l izer manufacturing facil ities as wel l  as chemical processing faci l ities. 

EDND and Jamestown/Stutsman County Development Corporation are very much in  support. 

Specifical ly ,  a North Dakota ferti l izer manufacturing faci l ity is beneficial to our agricultural 

producers by ensuring them a rel iable domestic supply of n itrogen ferti l izers essential  to help 

farmers raise healthy, profitable crops to feed a growing global population .  

A North Dakota-based fert i l izer manufacturing plant wi l l  convert natura l  gas, piped in  

from the Bakken , to produce a range of n itrogen ferti l izer products and byproducts, provid ing 

our farmers with a lower-cost local source of fertil izer while reducing flaring and creating jobs 

and economic activity. These type projects have tremendous benefits for our state and local 

communities. Stutsman County and the entire state of North Dakota is very much dependent on 

agriculture and value-added agricu lture,  and it is imperative to have the abi l ity to purchase 

ferti l izer in  a timely manner without the fear  of shortages as experienced in  the past with 

continued shipping inefficiencies . The commitment to farmers wi l l  help to reverse a long supply 

• chain  for this type of ferti l izer. 



Currently, the U nited States imports more than half of the n itrogen used by farmers . 

North Dakota is at the end of the supply chain that brings n itrogen from foreign countries to the 

Gulf Coast and up the Mississippi River. This type of plant wil l make the ferti l izer where it is 

used on the Great Plains. And ,  it wil l provide good jobs to those wanting to l ive and raise their 

fami l ies in  North Dakota . 

On behalf of JSDC and EDND, I urge the committee's support of SB 2035. 
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Testimony of Jon Godfread 

Greater North Dakota Chamber of Commerce 
SB 2035 

January 1 9, 20 1 5  

Greater North Dakota Chamber 

Mr. Chairman and members of the committee, my name is Jon Godfread. I am the Vice 
President of Government Affairs at the Greater North Dakota Chamber, the champions for 
business in North Dakota. GNDC is working on behalf of our more than 1 ,  1 00 members, to build 
the strongest business environment in North Dakota. GNDC also represents the National 
Association of Manufacturers and works closely with the U.S .  Chamber of Commerce. As a 
group we support SB203 5 .  

The GNDC supports this proactive legislation because i t  will help us in our long term 
goal of diversifying our economy. We live in an Agriculture state, incentivizing a fertilizer 
manufacturer and chemical processing plant, simply makes sense in this state. We have the 
natural gas that can be converted into fertilizers and chemicals that can be used by our 
agriculture community to continue to help feed the world. 

Now more than ever it is clear that we need to continue to look for ways to diversify our 
economy so if one sector takes a dip other sectors are there to help ensure our economic well­
being. Agriculture seems l ike a logical first step in bridging the gap between our energy 
industries and diversifying our economy. This is an opportunity to bring a much needed product 
that is used by one of our largest industries to where it will be used, cutting down the need for 
our Agriculture community to need to rely on supply chains and transportation disruptions. 

Also, with the piece of legislation that would put these very incentives under review 
periodically, we now that if this incentive is not operating the way it should be it will be up for 
review and again we as a business community will have to come and defend this incentive before 
this body to show its value. If the value isn't there it will then be removed. 

We need to continue to look for new opportunities and new products that can be made 
with our abundant natural resources, in business it often comes down to market or incentive. In 
North Dakota we have a lot an attractive business climate; however we have workforce issues, 
infrastructure issues, and transportation issues we are a rural state, thus, its incentives like these 
that can put North Dakota over the top and incentivize the very activity we are looking for. 

Thank you for allowing me to testify, we would support a DO PASS recommendation on 
SB 2035 .  I would now be happy to attempt to answer any questions. 

Champions �� Business 

PO Box 2639 P: 701-222-0929 

Bismarck, ND 58502 F: 701-222-1611 

www.ndcharnber.com 
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Tit le. 

Prepared by the Leg islative Counci l staff for 
Senator Cook 

February 23, 20 1 5  

PROPOSED AMENDMENTS TO SENATE B ILL NO.  2035 

Page 1 ,  l ine 3, after "reenact" insert "section 40-57 . 1 -03 and" 

Page 1 ,  l ine 4, after "to" insert " imposing a cap on the amount of property tax benefit that may 
be al lowed for the l ife of a new or expanding business and" 

Page 1 ,  l ine 5, after "for" insert "an effective date and" 

Page 1 ,  after l ine 7, insert :  

"SECTION 1 .  AMENDMENT. Section 40-57 . 1 -03 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-57.1 -03. (Effective for the first taxable year beginning after December 
31, 2013) Municipality's authority to grant or revoke tax exemption or payments 
in lieu of taxes Notice to competitors Limitations. 

4-: After negotiation with a potential project operator, a municipality may grant 
a partial or complete exemption from ad valorem taxation on all buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. 

2:- In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

� By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
collection at the time when, and in the manner in which, ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
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payments in lieu of taxes under this sectio�, th� co

.
unty treasurer 

.
shall <$ J.,0 ��<) 

apportion and distribute that amount to taxing d1stncts on t�e ?as1s on ")... . 'l-� 
which the general real estate tax levy is apportion?d and d1stnbuted. The 
municipality may enter into a 'tWitten agreement �11th the local school 
district and any other local taxing districts that wish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the county treasurer shall apportion a�� 
distribute the money according to the written agreement. /\II prov1s1ons of 
law relating to enforcement, administration, collection, penalties, a.nd

. delinquency proceedings for ad valorem taxes apply to payments 1n lieu of 
taxes under this section. However, the discount for early payment of taxes 
under section 57 20 09 does not apply to payments in lieu of taxes under 
this section. The buildings, structures, fixtures, and improvements 
comprising a project for which payments in lieu of taxes are �!lowed u�der 
this section must be excluded from the valuation of property 1n the taxing 
district for purposes of determining the mill rate for the taxing district. 

Negotiations with potential project operato�s for tax .exemption. or
. 
pa�ments 

in lieu of taxes must be carried on by the City council or comm1ss1on 1f the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
outside the corporate limits of any city. A partial exemption must be stated 
as a percentage of the total ad valorem taxes assessed agains� the 
property. Unless the governing body of the r:i�ni�ipality de

.
term1nes that

. there is no existing business within the municipality for which the pote�t1al 
project would be a competitor, the potenti�I project operator �hall publish 
two notices to competitors, the form of which must be prescribe� b� the tax 
commissioner, of the application for tax exemption or payments 1n lieu of 
taxes in the official newspaper of the municipality at least one 'tveek apart. 
The publications must be completed not less than �ifte.en .nor more.than 
thirty days before the governing body of the mun1c1pal1ty 1s to c?ns1der the 
application. The municipality shall determine •Jt'h�t�er the gra�t1ng of the 
exemption or payments in lieu of taxes, or both, 1s IA the best interest of 
the municipality, and if it so determines, shall give its approval. 

By motion approved by the governing body of the municipal!ty before the 
beginning of a taxable year for which a property tax exe�pt1on �r the 
option to make payments in lieu of taxes under this section p�ev1ously has 
been approved by the governing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a:- Information provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

&. Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 
property tax exemption or the option to make payments in lieu of taxes 
was approved; 

&. The property has been improved to a substantially greater extent than 

• 

• 

the governing body reasonably anticipated at the time the property tax • 
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exemption or the option to make payments in lieu of taxes was 
approved; or 

eh There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in lieu of taxes 
was approved. 

@:. During the negotiation and deliberation of a property tax exemption or the 
option to make payments in lieu of taxes under this chapter, a municipality 
shall include, as nonvoting ex officio members of its governing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each tovmship affected by the proposed 
action . 

(Effective for taxable years beginning after December 31, 2014) 
Municipality's authority to grant or revoke tax exemption or payments in lieu of 
taxes - Notice to competitors - Limitations. 

1. After negotiation with a potential project operator, a municipality may grant 
a partial or complete exemption from ad valorem taxation on all buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures , and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the oate of commencement of project operations. Before a 
municipality may grant a partial or complete exemption from ad valorem 
taxation under this section: 

a. The governing body of the municipality must have received the 
certification of the department of commerce division of economic 
development and finance that the project is a primary sector business, 
as defined in subsection 3 of section 40-57.1-02; or 

b. The city council or commission , if the project is proposed to be located 
within the boundaries of a city of fewer than forty thousand population , 
or the board of county commissioners, of a county of fewer than forty 
thousand population and if the project is proposed to be located in the 
county but outside the corporate limits of any city, may grant a partial 
or complete exemption from ad valorem taxation for a project 
operating in the retail sector if that governing body has obtained the 
approval of exemption of property under this subdivision from a 
majority of the qualified electors of the city or county voting on the 
question at a city or county election held in conjunction with a 
statewide general election and if that governing body has established 
by resolution or ordinance the criteria that will be applied by the 
governing body to determine whether it is appropriate to grant a partial 
or complete exemption from ad valorem taxation under this section for 
a project operating in the retail sector. The ballot for elector approval 
of exemption of property under this subdivision must present the 
question at the election for a yes or no vote on the question: 
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Shall the governing body of [name of county or city] be ~>- 3. tS. 
empowered to grant property tax exemptions upon application of 'l. ·.,....: 
new or expanding retail sector businesses? 

Only a governing body of a city or county that meets the requirements • 
of this subdivision may grant a partial or complete exemption from ad 
valorem taxation under this section for a project operating in the retail 
sector. Criteria established by the governing body under this 
subdivision , at a minimum, must be intended to require : 

(1) Evaluation of the potential positive or adverse consequences for 
existing retail sector businesses in the municipality from granting 
the exemption; 

(2) Evaluation of the short-term and long-term effects for other 
property taxpayers in the municipality from granting the 
exemption ; 

(3) A written agreement with the project operator, including 
performance requirements for which the exemption may be 
terminated by the governing body of the municipality if those 
requirements are not met; and 

(4) Evaluation of whether the project operator would locate the 
project within the municipality without the exemption. 

2. In addition to , or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the mun icipal ity shall • 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors . The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

3. A project that, after June 30, 2015. is granted a partial or complete 
exemption from ad valorem taxation or the option to make payments in lieu 
of ad valorem taxes, or both , on buildings. structures. fixtures . and 
improvements used in or necessary to the operation of a project is limited 
to an amount of tax benefit under this chapter during the life of the project 
not exceeding one million dollars. 

For purposes of this subsection , the county director of tax 
equalization of the county or counties in which the project is located shall 
make an annual assessment of the project property, including the land, 
within the county and provide the property's true and full and taxable 
valuation to the county auditor of the county or counties in which the 
project property is located. The county auditor shall determine the property 
tax obligation that would have applied by applying the taxable year mill rate • 
of each taxing district in the county to the taxable valuation . reducing that 
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amount by the five percent discount for early payment of property taxes. 
and subtracting from the resulting amount ninety-five percent of the 
consolidated amount of any property taxes actually imposed on the 
property within the county for that taxable year. The amount determined is 
the tax benefit under this chapter within the county for the property for that 
taxable year for purposes of this section. 

The county auditor shall provide the amount of the tax benefit under 
this chapter within the county for the property for that taxable year for 
purposes of this section to the project operator and the department of 
commerce. The county auditor shall maintain a cumulative record of the 
tax benefit under this chapter received during the life of each project within 
the county and provide that information to the county auditor of any other 
county in which project property is located and to the project operator and 
the department of commerce . 

The department of commerce may authorize an increase in the 
maximum tax benefit under this subsection during the life of the project 
upon request of the municipality that granted the tax benefit and a showing 
that the increase would be in the best interests of the taxing districts in 
which the project is located. Consideration and action by the department of 
commerce of a request under this subsection must be conducted at a 
public meeting and notice of that meeting must be provided to each 
affected taxing district and any existing business within the municipality for 
which the potential project would be a competitor. 

4. By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
collection at the time when, and in the manner in which , ad valorem taxes 
must be certified . Upon receipt by the county treasurer of the amount of 
payments in lieu of taxes under this section , the county treasurer shall 
apportion and distribute that amount to taxing districts on the basis on 
which the general real estate tax levy is apportioned and distributed. The 
municipality may enter into a written agreement with the local school 
district and any other local taxing districts that wish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the county treasurer shall apportion and 
distribute the money according to the written agreement. All p_rovisions of 
law relating to enforcement, administration , collection , penalties, and 
delinquency proceedings for ad valorem taxes apply to payments in lieu of 
taxes under this section. However, the discount for early payment of taxes 
under section 57-20-09 does not apply to payments in lieu of taxes under 
this section . The buildings, structures, fixtures , and improvements 
comprising a project for which payments in lieu of taxes are allowed under 
this section must be excluded from the valuation of property in the taxing 
district for purposes of determining the mill rate for the taxing district. 

4-:-5. Negotiations with potential project operators for tax exemption or payments 
in lieu of taxes must be carried on by the city council or commission if the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
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outside the corporate l im its of any city. A partial exemption must be stated ?... .1-� ( S 
as a percentage of the total ad valorem taxes assessed against the 
property. Un less the governing body of the mun icipal ity determines that 
there is no exist ing business within the municipal ity for which the potential 
project would be a competitor, the potential project operator shall publ ish 
two notices to competitors, the form of which must be prescribed by the tax 
commissioner, of the appl ication for tax exemption or payments in l ieu of 
taxes i n  the officia l  newspaper of the municipal ity at least one week apart. 
The publ ications must be completed not less than fifteen nor more than 
thirty days before the govern ing body of the municipal ity is to consider the 
appl ication. The municipal ity shall determine whether the g ranting of the 
exemption or payments in  l ieu of taxes, or both, is in  the best interest of 
the municipal ity, and if it so determines, shal l g ive its approval .  

&.-6. By motion approved by the govern ing body of the municipal ity before the 
beg inn ing of a taxable year for which a property tax exemption or the 
option to make payments in l ieu of taxes under this section previously has 
been approved by the govern ing body, a property tax exemption may be 
revoked or reduced and payments in l ieu of taxes may be revoked or 
increased for that taxable year for reasons specified in  a negotiated 
agreement or if the govern ing body finds that: 

a. Information provided by the project operator during the negotiation 
and del iberation of a property tax exemption or the option to make 
payments in l ieu of taxes has proven to be inaccurate or untrue; 

b. Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 

• 

property tax exemption or the option to make payments in  l ieu of taxes • was approved; 

c.  The property has been improved to a substantia l ly greater extent than 
the govern ing body reasonably anticipated at the time the property tax 
exemption or the option to make payments in l ieu of taxes was 
approved ; or 

d .  There has been a change of ownership of the property si nce the 
property tax exemption or the option to make payments in l ieu of taxes 
was approved. 

6-:-L. During the negotiation and del iberation of a property tax exemption or the 
option to make payments in  l ieu of taxes under this chapter, a municipal ity 
shal l  include, as nonvoting ex officio members of its govern ing body, a 
representative appointed by the school board of each school d istrict 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each township affected by the proposed 
action. 

+.:-8. A city or county may not supersede or expand the provisions of this section 
under home rule authority. " 

Page 3, l ine 1 0, replace "This" with " Section 1 of this Act is effective for taxable years 
beginn ing after December 3 1 , 201 4. Sections 2 and 3 of this" 

Page 3, l ine 1 0 , replace the second "is" with "are" 
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Page 3,  l ine 1 1 ,  replace "applies" with "apply" 

Renum ber accordingly 
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1 5 . 0240. 02003 
Title. 

Prepared by the Legislative Counci l staff for 
Senator Cook 

February 23, 201 5  

PROPOSED AMENDMENTS TO SENATE B ILL NO.  2035 

Page 1 ,  l ine 3, after "reenact" insert "section 40-57 . 1 -03 and" 

Page 1 ,  l ine 4,  after "to" insert "requir ing department of commerce approval for certain  property 
tax benefits and" 

Page 1 ,  l ine 5, after the semicolon insert "to provide for a legislative management study;" 

Page 1 ,  l ine 5, after "for" insert "an effective date and" 

Page 1 ,  after l ine 7, insert: 

"SECTION 1 .  AMENDMENT. Section 40-57 . 1 -03 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-57.1 -03. (Effeotive for the first taxable year beginning after Deoember 
31, 2013) Munioipality's authority to grant or revoke tax exemption or payments 
in lieu of taxes Notioe to oompetitors Limitations. 

4-:- After negotiation with a potential project operator, a municipality may grant 
a partial or complete exemption from ad valorem taxation on all buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on buildings, 
structures, fixtures, and improvements used in or necessary to the 
operation of a project that produces or manufactures a product from 
agricultural commodities for all or part of the sixth year through the tenth 
year from the date of commencement of project operations. 

� In addition to, or in lieu of, a property tax exemption granted under this 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures, and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors. The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

� By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
amount of payments in lieu of taxes due under this section in the following 
year. After receiving the statement from the municipality, the county auditor 
shall certify the payments in lieu of taxes to the county treasurer for 
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collection at the time when, and in the manner in which, ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
payments in lieu of taxes under this sectio�, the. c�unty treasurer .shall 
apportion and distribute that amount to taxing districts on t�e ?as1s on 
which the general real estate tax levy is apportioned and distributed. The 
municipality may enter into a written agreement with the local school 
district and any other local taxing districts that wish to enter the agreement 
for an alternate method of apportionment and distribution. If such an 
agreement is entered into, the county treasurer shall apportion a�� 
distribute the money according to the written agreement. All prov1s1ons of 
law relating to enforcement, administration, collection, penalties, a.nd

. delinquency proceedings for ad valorem taxes apply to payments 1n lieu of 
taxes under this section. However, the discount for early payment of taxes 
under section 57 20 09 does not apply to payments in lieu of taxes under 
this section. The buildings, structures, fixtures, and improvements 
comprising a project for which payments in lieu of taxes are �llowed u�der 
this section must be excluded from the valuation of property IA the taxing 
district for purposes of determining the mill rate for the taxing district. 

Negotiations with potential project operators for tax exemption
. 
or. pa�ments 

in lieu of taxes must be carried on by the city council or comm1ss1on 1f the 
project is proposed to be located within t�e b?undaries of a city, and by the 
board of county commissioners if the prOject 1s proposed to be located 
outside the corporate limits of any city. A partial exemption must be stated 
as a percentage of the total ad valorem taxes assessed agains� the 
property. Unless the governing body of the r:i�ni�ipality de.term1nes that . 
there is no existing business within the mun1c1pallty for which the pote�t1al 
project would be a competitor, the potential project operator ?hall publish 
two notices to competitors, the form of 'h'hich must be prescribe� b� the tax 
commissioner, of the application for tax exemption or payments 1n lteu of 
taxes in the official newspaper of the municipality at least one week apart. 
The publications must be completed not less than fifteen nor more.than 
thirty days before the governing body of the municipality is to c?ns1der the 
application. The municipality shall determine wh�t�er the gra�t1ng of the 
exemption or payments in lieu of taxes, or both, 1s 1n the best mterest of 
the municipality, and if it so determines, shall give its approval. 

By motion approved by the governing body of the municipal!ty before the 
beginning of a taxable year for which a property t�x exe'.'1pt1on �r the 
option to make payments in lieu of taxes under this section p�ev1ously has 
been approved by the governing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
increased for that taxable year for reasons specified in a negotiated 
agreement or if the governing body finds that: 

a:- Information provided by the project operator during the negotiation 
and deliberation of a property tax exemption or the option to make 
payments in lieu of taxes has proven to be inaccurate or untrue; 

&.- Use of the property by the project operator does not comply with the 
reasonable expectations of the governing body at the time the 
property tax exemption or the option to make payments in lieu of taxes 

• 

was approved; • 
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The property has been improved to a substantially greater extent than 
the governing body reasonably anticipated at the time the property tax 
exemption or the option to make payments in lieu of taxes was 
approved; or 

G:- There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in lieu of taxes 
was approved . 

e.:. During the negotiation and deliberation of a property tax exemption or the 
option to make payments in lieu of taxes under this chapter, a municipality 
shall include, as nonvoting ex officio members of its governing body, a 
representative appointed by the school board of each school district 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each toi.•mship affected by the proposed 
action. 

(Effecti'le for taxable years beginning after December 31, 2014) 
Municipality's authority to grant or revoke tax exemption or payments in  lieu of 
taxes - Notice to competitors - Limitations. 

1 .  After negotiation with a potential project operator, a municipal ity may grant 
a partial or complete exemption from ad valorem taxation on a l l  bui ld ings, 
structures, fixtures, and improvements used in  or necessary to the 
operation of a project for a period not exceeding five years from the date of 
commencement of project operations. A municipality may also grant a 
partial or complete exemption from ad valorem taxation on bui ld ings, 
structures, fixtures, and improvements used in  or necessary to the 
operation of a project that produces or manufactures a product from 
agricultura l  commodities for al l  or part of the sixth year through the tenth 
year from the date of commencement of project operations. Before a 
municipal ity may grant a partial or complete exemption from ad valorem 
taxation under this section: 

a. The govern ing body of the municipal ity must have received the 
certification of the department of commerce d ivision of economic 
development and finance that the project is a primary sector business, 
as defined in subsection 3 of section 40-57 . 1 -02; or 

b. The city counci l or commission , if the project is proposed to be located 
with in  the boundaries of a city of fewer than forty thousand population ,  
or  the board of county commissioners, of  a county of fewer than forty 
thousand population and if the project is proposed to be located in  the 
county but outside the corporate l im its of any city, may g rant a partial 
or complete exemption from ad valorem taxation for a project 
operating in  the retai l  sector if that govern ing body has obta ined the 
approval of exemption of property under this subdivision from a 
majority of the qual ified electors of the city or county voting on the 
question at a city or county election held in conjunction with a 
statewide general election and if that govern ing body has establ ished 
by resolution or ord inance the criteria that wi l l  be applied by the 
govern ing body to determine whether it is appropriate to grant a partial 
or complete exemption from ad valorem taxation under this section for 
a project operating in the retai l  sector. The bal lot for elector approval 
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of exemption of property under this subdivision must present the 
question at the election for a yes or no vote on the question: 

Shall the governing body of [name of county or city] be 
empowered to grant property tax exemptions upon application of 
new or expanding retail sector businesses? 

Only a governing body of a city or county that meets the requirements 
of this subdivision may grant a partial or complete exemption from ad 
valorem taxation under this section for a project operating in the retail 
sector. Criteria established by the governing body under this 
subdivision , at a minimum, must be intended to require : 

(1) Evaluation of the potential positive or adverse consequences for 
existing retail sector businesses in the municipality from granting 
the exemption ; 

(2) Evaluation of the short-term and long-term effects for other 
property taxpayers in the municipality from granting the 
exemption ; 

(3) A written agreement with the project operator, including 
performance requirements for which the exemption may be 
terminated by the governing body of the municipality if those 
requirements are not met; and 

(4) Evaluation of whether the project operator would locate the 
project within the municipality without the exemption. 

2. In addition to , or in lieu of, a property tax exemption granted under this • 
section, a municipality may establish an amount due as payments in lieu of 
ad valorem taxes on buildings, structures, fixtures , and improvements used 
in the operation of a project. The governing body of the municipality shall 
designate the amount of the payments for each year and the beginning 
year and the concluding year for payments in lieu of taxes, but the option 
to make payments in lieu of taxes under this section may not extend 
beyond the twentieth year from the date of commencement of project 
operations . To establish the amount of payments in lieu of taxes, the 
governing body of the municipality may use actual or estimated levels of 
assessment and taxation or may establish payment amounts based on 
other factors . The governing body of the municipality may designate 
different amounts of payments in lieu of taxes in different years to 
recognize future project expansion plans or other considerations. 

3. Before a governing body may grant a partial or complete exemption from 
ad valorem taxation or the option to make payments in lieu of ad valorem 
taxes under this chapter, the governing body shall consult with the 
department of commerce. If the department of commerce determines that 
the total project costs are estimated to exceed one billion dollars , the 
department of commerce shall conduct a public hearing and notice of that 
hearing must be provided to each affected taxing district and any existing 
business within the municipality for which the potential project would be a 
competitor. 

4. By November first of each year, the municipality that granted the option to 
make payments in lieu of taxes shall certify to the county auditor the 
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amount of payments in  l ieu of taxes due under this section in  the fol lowing °i£:l.&.> t{ 
year. After receiving the statement from the municipal ity, the county auditor 73 IS 
shal l  certify the payments in l ieu of taxes to the county treasurer for 'l- :). · 
col lection at the time when, and in  the manner in which, ad valorem taxes 
must be certified. Upon receipt by the county treasurer of the amount of 
payments in l ieu of taxes under this section, the county treasurer shal l  
apportion and d istribute that amount to taxing districts on the basis on 
wh ich the general real estate tax levy is apportioned and d istributed. The 
mun icipal ity may enter into a written agreement with the local school 
d istrict and any other local taxing d istricts that wish to enter the agreement 
for an alternate method of apportionment and distribution.  If such an 
agreement is entered into, the county treasurer shal l  apportion and 
distribute the money according to the written agreement. Al l  provisions of 
law relating to enforcement, admin istration, col lection, penalties, and 
del inquency proceedings for ad valorem taxes apply to payments in  l ieu of 
taxes under this section . However, the d iscount for early payment of taxes 
under section 57-20-09 does not apply to payments in l ieu of taxes under 
this section .  The bui ld ings, structures, fixtures, and improvements 
comprising a project for which payments in l ieu of taxes are al lowed under 
this section must be excluded from the valuation of property in  the taxing 
district for purposes of determ ining the mil l  rate for the taxing district. 

4:-5. Negotiations with potential project operators for tax exemption or payments 
in l ieu of taxes must be carried on by the city council or commission if the 
project is proposed to be located within the boundaries of a city, and by the 
board of county commissioners if the project is proposed to be located 
outside the corporate l im its of any city. A partial exemption must be stated 
as a percentage of the total ad valorem taxes assessed against the 
property. Un less the govern ing body of the municipal ity determines that 
there is no existing business within the municipal ity for which the potential 
project would be a competitor, the potential project operator shall publ ish 
two notices to competitors, the form of which must be prescribed by the tax 
commissioner, of the application for tax exemption or payments in l ieu of 
taxes in the official newspaper of the municipal ity at least one week apart. 
The publ ications must be completed not less than fifteen nor more than 
th irty days before the govern ing body of the municipal ity is to consider the 
appl ication. The municipal ity shal l  determine whether the granting of the 
exemption or payments in l ieu of taxes, or both, is in the best interest of 
the municipal ity, and if it so determines, shal l  g ive its approval .  

&.-6. By motion approved by the govern ing body of the municipa l ity before the 
beg inning of a taxable year for which a property tax exemption or the 
option to make payments in l ieu of taxes under this section previously has 
been approved by the govern ing body, a property tax exemption may be 
revoked or reduced and payments in lieu of taxes may be revoked or 
i ncreased for that taxable year for reasons specified in  a negotiated 
agreement or if the governing body finds that: 

a .  I nformation provided by the project operator during the negotiation 
and del iberation of a property tax exemption or the option to make 
payments in  l ieu of taxes has proven to be inaccurate or untrue; 

b .  Use of the property by  the project operator does not comply with the 
reasonable expectations of the govern ing body at the time the 
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C. The property has been improved to a substantia l ly greater extent than 

• the govern ing body reasonably anticipated at the time the property tax 
exemption or the option to make payments in l ieu of taxes was 
approved; or 

d. There has been a change of ownership of the property since the 
property tax exemption or the option to make payments in l ieu of taxes 
was approved. 

&-L During the negotiation and del iberation of a property tax exemption or the 
option to make payments in l ieu of taxes under this chapter, a mun icipal ity 
shal l  include, as nonvoting ex officio members of its govern ing body, a 
representative appointed by the school board of each school d istrict 
affected by the proposed action and a representative appointed by the 
board of township supervisors of each township affected by the proposed 
action.  

+:-§.,_ A city or county may not supersede or expand the provisions of this section 
under home rule authority. " 

Page 3, after l ine 9, insert: 

"SECTION 4. LEGISLATIVE MANAGEMENT STUDY - ECONOMIC 
DEVELOPMENT IMPACT. During the 20 1 5- 1 6  interim,  the legislative management 
shal l  consider studying the impact of large economic development projects on pol itical 
subd ivisions. The study may include a review of the current process for seeking out 
i nput from political subdivisions potentia l ly impacted by a large economic development • project and any mechanisms in  place to address the potential impact. The legislative 
management shal l  report its findings and recommendations, together with any 
leg is lat ion requ i red to implement the recommendations, to the sixty-fifth legislative 
assembly. "  

Page 3 ,  l i ne  1 0 , replace "This" with "Section 1 of this Act i s  effective for taxable years beginning 
after December 3 1 , 201 4. Sections 2 and 3 of this" 

Page 3, l ine 1 0 , replace "is" with "are" 

Page 3, l ine 1 1 ,  replace "appl ies" with "apply" 

Renumber accordingly 
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DEPARTMENT OF COMMERCE TESTI MONY ON SENATE BILL 2035 

MARCH 9, 20 1 5, 9 : 00 A.M. 

HOUSE FINANCE AND TAXATION COMMITTEE 

REPRESENTATIVE CRAIG HEADLAND, CHAIRMAN 

ALAN ANDERSON - COMMISSION, ND DEPARTMENT OF COMMERCE 

SB ci035 
3-'1- 15 

-:#: I p . I 

Good morning, Mr. Chairman and members of the committee, my name is Alan Anderson and I 
serve as the Commissioner for the North Dakota Department of Commerce, as wel l as chairman 
of the EmPower No1ih Dakota Commission. 

On behalf of the ErnPower ND Commission, I am here today to speak in favor of Senate Bill 
203 5 .  This is  a bill that was recommended by the Commission and approved by the interim 
Energy Development and Transmission committee. A list of the bil ls the House of 
Representatives will be seeing that has been recommended and supported by the Commission i s  
below: 

• Senate Bill No. 2034 - Oil Gathering Pipelines Sales Tax Exemption. 
• Senate Bill No. 203 5 - Value-Added Energy Faci lity Sales Tax Exemption. 
• Senate Bill No. 2036 - Coal Beneficiation. 
• Senate Bil l  No. 2037  - Wind Energy Incentives. 
• Senate Bil l  No. 23 1 8  - Carbon Dioxide Capture Equipment Used for Enhanced Oil 

Recovery. 

Senate Bil l  2035 relates to a sales tax exemption for value-added energy facil ities, similar to the 
sales tax exemption provided for value-added agriculture facilities. This includes fertilizer plants 
or chemical processing faci l ities. Currently, these facil ities could qual ify under the sales tax 
exemption provided for manufacturing (NDCC § 57-39.2-04.3) which would exempt machinery 
or equipment used in the manufacturing process. The new exemption in SB 2035  would include 
all tangible personal property, including the structure of the faci l ity. 

There have been projects announced recently that would be made more competitive through this 
exemption. CHS announced they are moving forward with a $3 bil l ion plant near the Spiritwood 
Energy Park that will  convert natural gas into ferti lizer. Northern Plains Nitrogen has announced 
plans to construct a fertilizer plant near Grand Forks. And Badlands NGL has proposed bui lding 
a $4 bi l lion polyethylene manufacturing plant in North Dakota. Each of these projects would be 
the largest private investment in North Dakota's history. 

The Senate approved amendments that do two things, both relating to large economic 
development projects. First, they amended the bil l to add another step for municipal ities to grant 
property tax exemptions for economic development projects costing over $ 1  billion. This step 
would involve the Department of Commerce holding a public hearing and inviting impacted 
communities. The municipality would sti l l  have sole authority over granting the exemption. 



. •  " t_i,r. 

The second amendment is a legislative management study regarding the impact oflarge 
economic development projects on political subdivisions. 

Mr. Chairman and members of the Finance and Taxation Committee, I respectfully request your 
favorable consideration of Senate Bill 2035 .  That concludes my testimony and I am happy to 
entertain any questions. 
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Cha i rm a n  H e a d l a nd,  m e m be rs-of-the-co m m ittee, my n a m e  is J a ke 

H a m l i n,  State Gove rnme nt Affa i rs D irector fo r CHS.  CHS, the n ation's 

lea d i ng fa rmer-owned cooperative, is  an e n e rgy, gra i n s  a n d  foods 

co m p a n y  headq u a rtered i n  I nve r G rove He ights, M i n n esota . CHS is 

owned by 600,000 fa rmers t h rough m e m ber cooperat ives a n d  CHS 

reta i l  l ocat ions .  

M r. C h a i r m a n ,  m e m be rs-of-the-co m mittee, t h a n k  you fo r the 

opport u n ity to s pea k i n  s u p port of SB2035 . Let me begin  by stati ng, 

CHS h as received s u p port fro m a l l  levels  of government rega rd i ng the 

p ro posed CHS Fe rt i l izer P l a nt at Spi ritwood . Officia ls  from Spi ritwood 

Townsh i p, Stuts m a n  Cou nty, the City of J a m estown,  Stuts m a n  R u ra l  

Wate r, G a rrison D ivers ion Co nserva n cy District, t h e  State Water 

Co m m iss ion,  Department of Co m me rce a nd Gove rnor Da l rym ple  have 

• been esse ntia l to CHS' review of the fi n a nc ia l  a n d regu latory 

con s i d e rations re lated to the fert i l izer p l a nt p roject. 

• 

Loca l s u pport i n cl udes - a p p rova l by the Stuts ma n Cou nty Boa rd of 

Co m m iss ioners fo r a n egotiated p roposa l for payment i n  l ieu  of tax i n  

Octo ber  20 14; a p p rova l by the J a m estown Stutsma n Deve lop ment 

Corporation Boa rd of D i recto rs for job t ra i n i ng i n centives; a nd ongoi ng 

review a n d  a n a lysis by Stuts m a n  R u ra l  Water a n d  the State Water 

Co m m iss ion to identify a perm a nent, re l ia b l e  sou rce of water. SB2035, 

t h e  p ro posa l to exem pt materia ls  used to construct the fe rt i l izer pla nt, 

is a noth e r  key co m po n e nt in the d evelopment of the p roposed CHS 

Fert i l izer  P l a nt at Spi ritwood .  

Ch a i rma n  H e a d l a nd,  m e m be rs-of-the-co m m ittee, t h a n k  yo u fo r the 

opport u n ity to testify on t h is legis latio n .  I wo u ld be p leased to a nswe r 

a ny q uest ions . 



Designed for safety and efficiency 
The CHS fertilizer plant at Spiritwood, N.D .. will employ state-of-the-art 

safety and operational technologies - including features that will help 

reduce emissions - and will be a leader in process efficiency. 

The plant will: 
• Operate 24 hours a day, 365 days a year 

• Produce three types of fertilizers: anhydrous ammonia. urea and urea 

ammonium nitrate (UAN) 

• Produce diesel exhaust fluid (DEF). used by the transportation and 

heavy equipment industries as an additive to reduce NOx emissions 

CHS is committed to world class safety in both construction and 

operation of the plant. It will also follow the OSHA Voluntary 

Protection Program, which promotes excellence in workplace safety 

practices. 

160-180 FULL-TIME 
EMPLOYEES 
Once operational, as well as during 

ronstruction, the plant will spur new, local 

iding for workers' food, lodging, clothing, 

ainment and other needs. 

The plant will produce more than 2,425 short tons of anhydrous 

ammonia daily, which will be further processed into urea and UAN. 

The plant will require an estimated 88,000 MMBTU/day of natural 

gas, approximately 50 megawatt-hours of electricity and 3,800-4,200 

gallons/minute of water. 

Helping North Dakota farmers feed the world 
CHS has a long history of serving North Dakota agriculture. Based in 

Minnesota, CHS currently has more than 1,300 employees in North 

Dakota. We serve customers through N.D. agronomy, energy and 

convenience store locations and we have a leading sunflower operation 

based at Grandin. N.D. 

Located 10 miles northeast of 

Jamestown, this strategic location 

has ample market, abundant natural 

gas supply, and close proximity to 

Interstate 94 and the BNSF railway. 

The majority of production will be 

used within a 200-mile radius of 

the facility, serving retailers and 

farmers in the Dakotas and parts of 

Minnesota. Montana and Canada. 
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Strong North Dakota stewardship 
CHS is committed to supporting the communities in which we do business. 

For decades, CHS and the CHS Foundation have made substantial 

contributions to North Dakota programs (including flood relief) to help build 

vibrant communities, improve agriculture safety and develop future leaders. 

Since 2011, CHS has also honored and rewarded individuals in North Dakota 

through our Cenex"' Tanks of T hanks"' program. 

Sharing success with area farmers 
As a farmer-owned cooperative, CHS shares a portion of its earnings 

directly with farmers, ranchers and focal co-ops. In the last five years, 

CHS has returned more than $2.4 billion to its owners across the country. 

Dedicated to safe operations 
CHS is a Fortune 100 company and the nation's leading farm supply 

cooperative, supplying crop nutrients, grain marketing services, livestock 

feed, food, food ingredients, business solutions and energy products 

(including Cenex"' brand refined fuels, lubricants and propane). For more 

than 80 years, CHS has served the petroleum and agricultural industries with 

a strong track record of safely handling chemicals. Visit chsinc.com to learn 

more about CHS and visit chsstewards.com to read about the health and 

safety commitment at our refineries, pipelines and other facilities. 

If you have questions, please contact Annette Degnan, 

Marketing Communications Director, at (651) 355-6126 or 

annette.degnan@chsinc.com. 

© 2015 CHS Inc. March 2015 

Plant Chronology 

September 2012 
Announced project and began Pre-FEED 

(Front-End Engineering Design) 

February 2013 
Began FEED study for Lump Sum Turnkey 

(LSTK) fertilizer project 

January 2014 
Completed FEED study 

March 2014 
Received and reviewed Engineering, Procurement 

and Construction (EPC) bid proposal 

Aprll 2014 
Announced project on hold for further evaluation 

and began reorganization of project structure 

September 2014 
CHS Board of Directors approved project 

October 2014 
Contractor begins development of Lump 

Sum Turnkey proposal 

5500 CENEX DRIVE INVER GROVE HEIGHTS, MN 55077 651-355-6000 CHSINC.COM I'HS� Farmer-ownedwith � global connections 

�� 

� 
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Testimony to the House Finance & Tax Committee 
Chairman Craig Headland 
Shane Goettle, Project Consultant/Lobbyist 
Badlands NGLs, LLC 
sgoettle@badlandsngls.com 

SENATE BILL 2035 

Mr. Chairman and members of the Committee, my name is Shane Goettle. In addition to 

serving as a lobbyist today on behalf of Badlands NGLs, LLC, ("Badlands"), I have been 

-1/; 3 p. / 

actively involved with the development of Badland's large-scale polyethylene project for the past 

two years and serve as its North Dakota-based project consultant. I am here today in both 

capacities to testify in favor of SB 2035. 

For decades now, North Dakota has supported the development of value-added 

agriculture projects through the use of the very incentives you are now considering today for the 

value-added energy sector. Already, some of our bio-fuels plants (ethanol and bio-diesel) have 

been built with the value-added energy incentives that are on the books. We can now take that 

success in value-added agriculture and apply it to value-added energy. 

We have tremendous opportunities in North Dakota to turn both crude and natural gas 

components into exciting projects for our home state, diversifying our economy and setting the 

stage to expand not only our energy-base, but also our manufacturing and export sectors; which 

brings me to one such opportunity. 

BADLANDS NGL's, LLC 

Badlands NGL's, LLC ("Badlands") is a Delaware limited liability company. It's 

principals and strategic partners have considerable experience in development, construction and 

management of natural gas liquid (''NGL") to polyolefin products. After several years of work 

dedicated towards investigating NGL to polyolefin opportunities in the North Dakota Williston 

1 



Basin ("WB"), Badlands has concluded that the results and recommendations set forth in the IHS 

study completed this past summer for the EmPower Commission and the Notih Dakota 

Department of Commerce have merit. 

PROJECT 

Badlands is proceeding with the development, construction, start-up and operation of a 

fully integrated NGL sourced ethane gas to polyethylene ("PE") manufacturing facility in North 

Dakota. Based upon engineering, technical and marketing work completed to-date, Badlands 

intends to design and construct a 1.5 million metric ton ("MT") PE complex (approximately 3.3 

billion annual pounds of PE production). Badlands preliminary engineering studies confirm $4.2 

billion CAPEX, excluding the costs of ethane gathering and certain NGL processing 

infrastructure. The studies also confirm an aggressive, and I will stress "aggressive", but feasible 

completion date of Q-4 2017 or Q-1 2018. 

ETHANE FEEDSTOCK 

Based upon a 1.5 million MT ethane gas to ethylene capacity and 350 day per year 

operation, Badlands will require 95 Mb/d of ethane feedstock. At today's production rate, the 

Williston Basin currently produces is in excess of 200 thousand barrels per day (Mb/d) of ethane. 

Thus, there is more than enough ethane feedstock in the Williston Basin to supply our proposed 

facility. 

Ethane has only two uses, petrochemicals (ethylene) and "rejection" into our natural gas 

supply to be utilized merely for its BTU value. There are two Williston Basin "rejection" 

outlets: the WBI Pipeline and the Northern Border Pipeline. 
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After taking into consideration almost 600 Mb/d of2015-2020 new Gulf Coast 

petrochemical ethane demand and 300 Mb/d of ethane export demand, U.S. ethane supply will 

result in as much as 800 Mb/d of U.S. "ethane rejection" 

Williston Basin NGL sourced ethane is the most physically and economically remote 

from Gulf Coast petrochemical demand. Badlands believes that development of substantial 

local uses for WB NGL sourced ethane will be an indispensable part of the Williston Basin's 

continued economic development. 

#3p.3 

To acquire our feedstock, Badlands is currently engaged in multiple negotiations and 

discussions with Williston Basin oil and gas producers, midstream companies and gas 

processors, and pipeline companies regarding ethane aggregation strategies for the Badlands PE 

project. Badlands is committed to maximizing the value of Bakken ethane for producers, their 

midstream partners and all gas processors . 

In addition to working with larger ethane producers and suppliers, Badlands also intends 

to solicit ethane supply agreements with smaller Williston Basin producers, suppliers & 

processors, and pipeline entities. At this time, Badlands believes that smaller gas processors 

generate in excess of 30 Mb/d of NGL sourced ethane. 

PRODUCT & MARKET 

Badlands intends to produce PE products including linear low density PE ("LLDPE") and 

high density PE (HDPE"), with a focus on newer PE products such as metallocene LLD PE and 

bimodal HDPE. 

Vinmar Projects ("Vinmar") is an affiliate company ofVinmar Group. Since 1999, 

Vinmar has assisted in the development of several world scale petrochemical projects in the 
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Middle East, Asia, and South America. In each case, Vinmar provides long term product off­

take services in support of project finance for the development partners. 

Vinmar and Badlands have signed a mutually binding, fifteen year product off-take 

Memorandum of Understanding for 100% of the PE product that will be produced by the 

Badlands PE facility. Vinmar and Badlands intend to market a majority of our PE products 

within the U.S. markets, such as the Chicago area, which, as described by IHS, are closer in 

location to a North Dakota PE facility than to a Gulf Coast PE facility. This gives us a slight 

transportation advantage over Gulf Coast PE facilities. 

TECHNOLOGY SELECTION & CONSTRUCTION 

In addition to Badlands and Vinmar, another key project participant includes Tecnicas 

Reunidas ("TR") of Madrid, Spain. TR is a Spanish public company with 2013 revenues in 

excess of $4 billion, over $10 billion in contracts backlog, and in 2013 TR was the seventh 

largest petrochemicals and polymers EPC contractor in the world. TR is presently completing 

five projects in Western Canada. 

TR is currently completing a preliminary engineering analysis for Badlands. This work is 

scheduled for completion very soon and will include completion of technology evaluations and 

ethane to ethylene and ethylene to PE licensor selection, ethane aggregation engineering and 

planning and final site selection. 

Badlands, Vinmar and TR continue to work with two major ethane to ethylene licensors 

and two major ethylene to PE licensors and we have already zeroed in on our technology 

selection for the project. 
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• OPERATION 

The PE project will be developed and operated by a Badlands affiliate that will be 

structured as a Master Limited Partnership ("MLP"). The MLP will be headquartered in 

Bismarck, North Dakota. The MLP will employ approximately 500 highly trained and qualified 

persons in manufacturing, marketing, administrative, safety, financial and senior executive 

positions. 

Badlands and its advisors and strategic partners continue to address infrastructure 

challenges unique to the development of a world scale PE facility in North Dakota. Both TR and 

Virimar have considerable experience and success in project development, construction and 

operation in worldwide locations that present challenges similar to and in many cases more 

challenging than conditions in the North Dakota WB. 

' • In addition, Badlands continues to enjoy very strong support of the North Dakota 

business community, North Dakota elected officials and North Dakota investors. North Dakota 

elected officials and agencies have provided Badlands with by far the most business friendly and 

pro-development environment in the United States. 

Badlands has been fortunate to attract many of North Dakota's leading business and 

community leaders as Badlands investors. The North Dakota business community continues to 

assist Badlands with ethane aggregation strategies and planning. 

Badlands also continues to discuss debt and equity capital markets needs with major 

financial industry advisors and investors. 

CONCLUSION 

Despite the strengths of the development team, the development partners, and strong 

• economic fundamentals driving the development of the Badland's project, there are many 
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associated risks. There is no guaranty that value-added energy projects will take off in this state . 

The crude and natural gas feed stocks can and are being shipped to other states where value is 

then added elsewhere. This is a highly competitive environment with some very big players. 

The Badlands project itself, to arrive at its $4.2 billion capitalization, added 40% to its 

development and constructions costs because of the remoteness of North Dakota, our tight labor 

supply, our cold weather and our distance from other obvious places to consider developing a 

world-scale PE plant. 

Applying a sales and use tax exemption to the materials used in construction, as SB 2035 

proposes to do, would send a very strong signal of support from the state of North Dakota. Such 

a signal is something we can easily highlight in the capital markets, where the question is already 

being asked, "Why North Dakota?" 

Passing SB 2035 through the legislature would send a signal to the world that North 

Dakota stands ready to provide a significant and robust boost to value-added energy projects. I 

ask for your favorable consideration and would be happy to address any questions. 
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Testimony of Laney Herauf 
Greater North Dakota Chamber of Commerce 

SB 2035 
March 9, 20 1 5  

Greater North Dakota Chamber 

Mr. Chairman and members of the committee, my name is Laney Herauf. I am the 
Government and Regulatory Affairs Special ist Greater North Dakota Chamber, the champions 
for business in North Dakota. GNDC is working on behalf of our more than 1 ,  1 00 members, to 
build the strongest business environment in North Dakota. GNDC also represents the National 
Association of Manufacturers and works closely with the U .S .  Chamber of Commerce. As a 
group we support SB203 5 .  

The GNDC supports this proactive legislation because i t  wil l  help us in our long term 
goal of diversifying our economy. We l ive in an Agriculture state, incentivizing a fertil izer 
manufacturer and chemical processing plant, simply makes sense in this state. We have the 
natural gas that can be converted into fertilizers and chemicals that can be used by our 
agriculture community to continue to help feed the world. 

Now more than ever it is c lear that we need to continue to look for ways to diversify our 
economy so if one sector takes a dip other sectors are there to help ensure our economic wel l­
being. Agriculture seems l ike a logical first step in bridging the gap between our energy 
industries and diversifying our economy. This is an opportunity to bring a much needed product 
that is used by one of our largest industries to where it wil l  be used, cutting down the need for 
our Agriculture community to need to rely on supply chains and transportation disruptions. 

Also, with the piece of legislation that would put these very incentives under review 
periodical ly, we now that if this incentive is not operating the way it should be it wil l  be up for 
review and again we as a business community wil l  have to come and defend this incentive before 
this body to show its value. If the value isn't there it wil l  then be removed. 

We need to continue to look for new opportunities and new products that can be made 
with our abundant natural resources, in business it often comes down to market or incentive. In 
North Dakota we have a lot an attractive business climate; however we have workforce issues, 
infrastructure issues, and transportation issues we are a rural state, thus, its incentives l ike these 
that can put North Dakota over the top and incentivize the very activity we are looking for. 

Thank you for al lowing me to testify, we would support a DO PASS recommendation on 
SB 2035 .  I would now be happy to attempt to answer any questions. 

Champions �� Business 

PO Box 2639 P: 701-222-0929 

Bismarck, ND 58502 F: 701-222-1 6 1 1  

www.ndchamber.com 
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House Finance and Taxation Committee, 

SIS d::J35 
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Jl5 GNOC 
Greater North Dakota Chamber 

As major representatives of North Dakota business, we stand in ful l  support of Senate 
Bi l l  203 5 .  This bi l l  creates a sales tax exemption for value-added energy faci lities including 
fertilizer p lants and chemical processing facilities. This is  similar to the already existing sales 
tax exemption provided for value-added agriculture faci lities. 

North Dakota's business cl imate would greatly  benefit from this policy. The 20 1 5  
legislative body has two prime examples before it. 

First, there are two potential fertilizer p lants. These bill ion dol lar projects wil l  give local 

coops and farmers easier access to anhydrous ammonia, urea and UAN l iquid ferti lizer. As one 
of the nation ' s  leading agricultural states, the benefits of direct access to fertil izers are 

incalculable to North Dakota ag producers. 
Second, there is one plastics plant is in the beginning stages of developing a four bi l lion 

dol lar ful ly integrated NGL sourced ethane gas to polyethylene manufacturing faci l ity. North 
Dakota wil l  benefit from approximately 500 highly trained personnel in the Bismarck 
headquarters for the project. Dabbling into the plastics market is a natural one for North Dakota. 
We have many of the necessary raw materials available at our fingertips and yet, NO facilities 
are currently being built .  This could be the just the beginning of an entirely new industry in 
North Dakota, a chemical industry that can add value to our energy resources. The spin off 
effects of a chemical industry have the potential to substantially diversify our economy and grow 
our tax base. The incentives offered in SB 2035 already exist for value added agriculture, and 
could go a long ways towards moving these projects from concept to completion. 

There are a number of reasons why North Dakota could be a challenging p lace for 
businesses. Our low unemployment rate, the cost of construction, our location and weather all 
p lay into a company's decision, but our attractive business and tax policy makes up for all the 
negatives. 

North Dakota must continue to diversify its economy and efficiently util ize its natural 

resources. By uti l izing its oil and gas resources, North Dakota can bring economic engines to 
communities outside of the Bakken. Now is the time to focus on diversifying the state' s  
economy. 

We urge the committee to recognize that when companies look to locate a faci lity, it 's 
just as easy to ship natural gas to area where the demand for the commodity exists, currently that 
is outside of North Dakota. We strongly urge your favorable  consideration of Senate Bi l l  203 5 .  
Let 's  show the nation that we are a business friendly state and North Dakota i s  open fo r  business. 

S incerely, 

Greater North Dakota Chamber 
North Dakota Petroleum Counci l  
Associated General Contractors of  North 
Dakota 
North Dakota Petroleum Marketers 
Association 
North Dakota Retail Association 
North Dakota Propane Gas Association 
North Dakota Bankers Association 

Auto Dealers Association of North Dakota 
North Dakota Implement Dealers 
Association 
North Dakota Motor Carriers Association 
John Olson, on behalf of CHS 
Independent Community Banks of North 
Dakota Champions �'"""';:) Business 
Utility Shareholders of North Dakota 
Century L ink PO Box 2639 P: 701-222-0929 

Bismarck, ND 58502 F: 701-222-16 1 1  

www.ndchamber.com 
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Testimony of Connie Ova, Chief Executive Officer 
Jamestown/Stutsman Development Corporation 

In Support of SB 2035 
March 9, 201 5 

Chairman Head land and members of the House Finance and Taxation Committee, I 'm 

Connie Ova , CEO of the Jamestown/Stutsman Development Corporation (JSDC), and vice 

president of the Economic Development Association of North Dakota (EDND). On behalf of 

Jamestown/Stutsman Development Corporation and EDND, I would l ike to express our support 

for SB 2035. 

EDND represents more than 80 state economic development organizations on the front 

l ine of economic development efforts throughout North Dakota . The primary purpose of the 

organization is to support the creation of new wea lth and the diversification of North Dakota's 

• economy. As we move forward to enhance the state's economy in al l  business sectors, and in 

a l l  parts of the state , the need for d iversification of the economy is apparent. 

• 

A diversified industry opportun ity that uses natural gas currently being flared in  the oi l  

patch could include ferti l izer manufacturing facil ities as wel l  as chemical  processing faci l it ies. 

EDND and Jamestown/Stutsman County Development Corporation are very much in support. 

Specifical ly ,  a North Dakota fertil izer manufacturing facil ity is beneficial to our agricultural 

producers by ensuring them a rel iable domestic supply of n itrogen ferti l izers essential to help 

farmers ra ise healthy, profitable crops to feed a growing g lobal population. 

A North Dakota-based ferti l izer manufacturing plant wi l l  convert natura l  gas, piped in 

from the Bakken,  to produce a range of nitrogen ferti l izer products and byproducts, providing 

our farmers with a lower-cost loca l source of fertil izer whi le reducing flaring and creating jobs 

and economic activity. These type projects have tremendous benefits for our state and local 

communities. Stutsman County and the enti re state of North Dakota is very much dependent on 

agriculture and value-added agricu lture,  and it is imperative to have the abi l ity to purchase 

ferti l izer in a t imely manner without the fear of shortages as experienced in the past with 

continued shipping inefficiencies. The commitment to farmers wi l l  help to reverse a long supply 

chain  for this type of ferti l izer. 



• 

Currently, the U nited States imports more than half of the nitrogen used by farmers. 

North Dakota is at the end of the supply chain that brings nitrogen from foreign countries to the 

Gulf Coast and up the Mississippi River. This type of plant will make the fertilizer where it is 

used on the Great Plains. And, it will provide good jobs to those wanting to live and raise their 

families in North Dakota. 

On behalf of JSDC and EDND, I urge the committee's support of SB 2035 . 



Testimony of Randy Schneider 

NORTH DAKOTA ETHANOL 
PRODUCERS ASSOCIATION 

President, North Dakota Ethanol Producers Association 
In Support of SB 2035 

House F inance and Taxation 
March 9, 201 5 

Chairman Headland and members of the committee: 

My name is Randy Schneider, and I am the president of the North Dakota Ethanol Producers 

Association (NDEPA) and represent the ethanol industry on the ND EmPower Commission . I 

am here today to voice support for SB 2035 as it creates an incentive to attract and develop 

new industries that wil l  add value to products currently produced in the state. 

The North Dakota Ethanol Producers Association represents the state's four ethanol plants,  as 

well as industry stakeholders .  One of NDEPA's legislative priorities is supporting incentives to 

va lue-add products produced at the plants, which include ethanol ,  disti l lers grains ( l ivestock 

feed), corn oil and C02. A recent study authorized during the 201 3  Leg islative Session and 

conducted by IHS over the interim revealed opportunities in these areas for both natura l  gas 

and ethanol .  This bi l l  wi l l  provide a tool giving North Dakota a competitive advantage i n  

attracting these industries to the state. 

North Dakota's ethanol industry currently exports roughly 96 percent of the 400 mi l l ion ga l lons 

of ethanol produced in the state and 80 to 90 percent of the 1 . 1  mi l l ion tons of disti l lers grains .  

Having additional markets would provide increased stabi l ity for the industry. Long term , 

attraction of ferti l izer and chemical industries wil l  a l low additional dol lars to stay in  North Dakota 

by increasing the amount of products used i n  state through va lue-added markets and 

decreasing the amount exported . 

The ND EmPower Commission recommended this bi l l ,  and it was introduced by the Interim 

Energy Committee as both groups recognize the economic opportunity for the community and 

state should a ferti l izer or chemical processing facil ity locate here. The attraction of these 

industries is an excel lent opportunity to further diversify the economy. 

For these reasons, I would urge your favorable consideration of SB 2035. 
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Prepared by the Office 
of State Tax Commissioner 

March 24, 2015 

PROPOSED AMENDMENT TO ENGROSSED SENATE BILL NO. 2035 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert ". and any component integral to the fertilizer or chemical 
processing plant," 

Page 8, line 22, replace 'Tangible personal property used to replace an existing facility" with 
"The exemption provided in this section applies to all phases of construction under the 
permit or application for permit required by subsection 2. An integral component to the 
fertilizer or chemical processing plant: 

a. May be owned directly or indirectly by the fertilizer or chemical processing facility. 
or by an unrelated third party; 

b. Must be located at the facility site; and 
c. Must be necessary for the plant's processing of fertilizer or chemicals." 

Page 8, remove lines 23 through 24 

Page 8, after line 24, insert: 

"2. On or before December 31, 2016, the owner of the fertilizer or chemical 
processing plant must receive from the department of health an air quality permit 
or a notice that the air quality permit application is complete. The owner shall 
provide this documentation to the tax commissioner to qualify for the exemption 
under this section." 

Page 8, line 25, replace "~" with "3." 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace"},," with "4." 

Page 9, line 8, replace "4." with "~" 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace ''1" with "~" 



Page 1 0 , after l ine 1 7, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. 
The amount of $ 1 00,000 from the oil and gas research fund,  or so much of the amount 
as may be necessary, may be used by the industria l  commission for the purpose of 
contracting for a n  i ndependent, nonmatching natura l  gas production study." 

Renumber accordingly 



,.-.... 

,...-...._ 

Sixty-fourth 
Legislative Assembly 

15.0240.03000 

~ d035 
3-d-l{-15 

# df) .I 

1 
~ 

~ 

1 
§ 

§ 

7 

~ 

~ 

1Q 

11 
~ 

~ 

14 

1§ 

16 

1l 
18 

19 

20 

~ 

22 

23 

24 

25 

26 

27 

28 

29 

30 

~ 

32 

PROPOSED AMENDMENT TO ENGROSSED SENATE BILL NO. 2035 

SECTION 2. A new section to chapter 57-39.2 of the North Dakota Century Code is 

created and enacted as follows: 

Sales and use tax exemption for materials used to construct a fertilizer or 

chemical processing facility. 

1. Gross receipts from sales of tangible personal property used to construct ef­

expand a fertilizer or chemical processing facility in this state. and any 

component integral to the fertilizer or chemical processing plant, are exempt from 

taxes under this chapter. To be exempt, the tangible personal property must be 

incorporated in the structure of the facility or used in the construction process to 

the point of having no residual economic value. Tangible personal property used 

to replace an existing facility or portion of a facility does not qualify for exemption 

under this section unless the replacement creates an expansion of the facility. 

The exemption provided in this section applies to all phases of construction 

under the permit or application for permit required by subsection 2. An integral 

component to the fertilizer or chemical processing plant: 

~ May be owned directly or indirectly by the fertilizer or chemical processing 

faci lity, or by an unrelated third party; 

~ Must be located at the facility site; and 

c. Must be necessary for the plant's processing of fertilizer or chemicals. 

2. On or before December 31 . 2016, the owner of the fertilizer or chemical 

processing plant must receive from the department of health an air quality permit 

or a notice that the air quality permit application is complete. The owner shall 

provide this documentation to the tax commissioner to qualify for the exemption 

under this section . 

2-:- 3. To receive the exemption under this section at the time of purchase, the owner of 

the processing facility must receive from the tax commissioner a certificate that 

the tangible personal property used to construct or expand the processing facility 

which the owner intends to purchase qualifies for exemption. If a certificate is not 

received before the purchase. the owner shall pay the applicable tax imposed by 

this chapter and apply to the tax commissioner for a refund. 

a:- 4. If the tangible personal property is purchased or installed by a contractor subject 

to the tax imposed by this chapter. the owner may apply for a refund of the 
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difference between the amount remitted by the contractor and the exemption 

imposed or allowed by this section. Application for refund must be made at the 

times and in the manner directed by the tax commissioner and must include 

sufficient information to permit the tax commissioner to verify the sales and use 

taxes paid and the exempt status of the sale or use. 

4:- 5. For purposes of this section. a fertilizer or chemical processing facility means a 

processing plant that produces for retail or wholesale a fertilizer. chemical. or 

chemical derivative from natural gas. natural gas liquids, or crude oil 

components. 

SECTION 3. AMENDMENT. Subsection 4 of section 57-40.2-03.3 of the North Dakota 

Century Code is amended and reenacted as follows : 

4. The tax imposed by this section does not apply to: 

a. Production equipment or tangible personal property as authorized or 

approved for exemption by the tax commissioner under section 57-39.2-

04.2; 

b. 

c. 

d. 

e. 

f. 

Machinery, equipment, or other tangible personal property used to 

construct an agricultural commodity processing facility as authorized or 

approved for exemption by the tax commissioner under section 57-39.2-

04.3 or 57-39.2-04.4; 

Tangible personal property used to construct or expand a system used to 

compress, process, gather, or refine gas recovered from an oil or gas well 

in this state or used to expand or build a gas-processing facility in this 

state as authorized or approved for exemption by the tax commissioner 

under section 

57-39.2-04.5; 

Tangible personal property used to construct or expand a qualifying oil 

refinery as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.6; 

Tangible personal property used to construct or expand a qualifying 

facility as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.10; 

Tangible personal property used to construct or expand a qualifying 

facility as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.11; Gf 
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Telecommunications infrastructure that is capable of providing 

telecommunications service as authorized or approved for exemption by 

the commissioner under chapter 57-39.2; or 

Tangible personal property used to construct or expand a qualifying 

.Q fertilizer or chemical processing facility as authorized or approved for 

§ exemption by the tax commissioner under section + 2 of this Act. 

7 SECTION 4. LEGISLATIVE MANAGEMENT STUDY - ECONOMIC DEVELOPMENT 

~ IMPACT. During the 2015-16 interim, the legislative management shall consider studying the 

~ impact of large economic development projects on political subdivisions. The study may include 

1Q a review of the current process for seeking out input from political subdivisions potentially 

.11 impacted by a large economic development project and any mechanisms in place to address 

12. the potential impact. The legislative management shall report its findings and recommendations, 

.Ll. together with any legislation required to implement the recommendations , to the sixty-fifth 

14 legislative assembly 

.1§ SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY . 

.1Q The amount of $100,000 from the oil and gas research fund , or so much of the amount as may 

,.-... 17 be necessary, may be used by the industrial commission for the purpose of contracting for an 

18 independent, nonmatching natural gas production study. 
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SB d()35 
3-dS-1:5 

#J p.1 

Prepared by the Office 
of State Tax Commissioner 

March 25, 2015 

PROPOSED AMENDMENT TO ENGROSSED SENATE BILL NO. 2035 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert ", and any component integral to the fertilizer or chemical 
processing plant," 

Page 8, line 22, replace "Tangible personal property used to replace an existing facility" with 
"The exemption provided in this section applies to all phases of construction under the 
permit or application for permit required by subsection 2. An integral component to the 
fertilizer or chemical processing plant: 

a. May be owned directly or indirectly by the fertilizer or chemical processing facility, 
or by an unrelated third party; 

!;L Must be located at the facility site; and 
c. Must be necessary for the plant's processing of fertilizer or chemicals ." 

Page 8, remove lines 23 through 24 

Page 8, after line 24, insert: 

"2. On or before June 30, 2017, the owner of the fertilizer or chemical pro·cessing 
plant must receive from the department of health an air quality permit or a notice 
that the air quality permit application is complete. The owner shall provide this 
documentation to the tax commissioner to qualify for the exemption under this 
section. Denial, expiration, or revocation of a permit terminates the exemption 
under this section." 

Page 8, line 25, replace "2." with "~" 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace "3." with "4." 

Page 9, line 8, replace "4." with "~" 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace ''1" with "~" 



.,.-...._ 

Page 1 0, after l ine 1 7 , insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. 
The amount of $ 1 00,000 from the oil and gas research fund , or so much of the amount 
as may be necessary, may be used by the industria l  commission for the purpose of 
contracting for an independent, nonmatching natural gas production study." 

Renumber accordingly 
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2035 

SECTION 2. A new section to chapter 57-39.2 of the North Dakota Century Code is 

created and enacted as follows: 

Sales and use tax exemption for materials used to construct a fertilizer or 

chemical processing facility. 

1. Gross receipts from sales of tangible personal property used to construct ef­

expand a fertilizer or chemical processing facility in this state. and any 

component integral to the fertilizer or chemical processing plant. are exempt from 

taxes under this chapter. To be exempt. the tangible personal property must be 

incorporated in the structure of the facility or used in the construction process to 

the point of having no residual economic value. Tangible personal property used 

to replace an existing facility or portion of a facility does not qualify for exemption 

under this section unless the replacement creates an expansion of the facility. 

The exemption provided in this section applies to all phases of construction 

under the permit or application for permit required by subsection 2. An integral 

component to the fertilizer or chemical processing plant: 

2. 

~ May be owned directly or indirectly by the fertilizer or chemical processing 

facility, or by an unrelated third party; 

Must be located at the facility site; and 

~ Must be necessary for the plant's processing of fertilizer or chemicals. 

On or before June 30, 2017, the owner of the fertilizer or chemical processing 

plant must receive from the department of health an air quality permit or a notice 

that the air quality permit application is complete. The owner shall provide this 

documentation to the tax commissioner to qualify for the exemption under this 

section. Denial, expiration . or revocation of a permit terminates the exemption 

under this section . 

2:- 3. To receive the exemption under this section at the time of purchase. the owner of 

the processing facility must receive from the tax commissioner a certificate that 

the tangible personal property used to construct or expand the processing facility 
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which the owner intends to purchase qualifies for exemption. If a certificate is not 

received before the purchase. the owner shall pay the applicable tax imposed by 

this chapter and apply to the tax commissioner for a refund. 

~ 4. If the tangible personal property is purchased or installed by a contractor subject 

to the tax imposed by this chapter. the owner may apply for a refund of the 

difference between the amount remitted by the contractor and the exemption 

imposed or allowed by this section. Application for refund must be made at the 

times and in the manner directed by the tax commissioner and must include 

sufficient information to permit the tax commissioner to verify the sales and use 

taxes paid and the exempt status of the sale or use. 

4.- 5. For purposes of this section, a fertilizer or chemical processing facility means a 

processing plant that produces for retail or wholesale a fertilizer, chemical, or 

chemical derivative from natural gas. natural gas liquids. or crude oil 

14 components. 

15 SECTION 3. AMENDMENT. Subsection 4 of section 57-40.2-03.3 of the North Dakota 

16 Century Code is amended and reenacted as follows: 

17 4. The tax imposed by this section does not apply to: 

a. 

b. 

c. 

d. 

e. 

Production equipment or tangible personal property as authorized or 

approved for exemption by the tax commissioner under section 57-39.2-

04.2; 

Machinery, equipment, or other tangible personal property used to 

construct an agricultural commodity processing facility as authorized or 

approved for exemption by the tax commissioner under section 57-39.2-

04.3 or 57-39.2-04.4; 

Tangible personal property used to construct or expand a system used to 

compress, process, gather, or refine gas recovered from an oil or gas well 

in this state or used to expand or build a gas-processing facility in this 

state as authorized or approved for exemption by the tax commissioner 

under section 

57-39.2-04.5; 

Tangible personal property used to construct or expand a qualifying oil 

refinery as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.6; 

Tangible personal property used to construct or expand a qualifying 
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facility as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.1 O; 

Tangible personal property used to construct or expand a qualifying 

facility as authorized or approved for exemption by the tax commissioner 

under section 57-39.2-04.11 ; er 

Telecommunications infrastructure that is capable of providing 

telecommunications service as authorized or approved for exemption by 

the commissioner under chapter 57-39.2; or 

Tangible personal property used to construct or expand a qualifying 

10 fertilizer or chemical processing facility as authorized or approved for 

11 exemption by the tax commissioner under section + 2 of this Act. 

12 SECTION 4. LEGISLATIVE MANAGEMENT STUDY - ECONOMIC DEVELOPMENT 

13 IMPACT. During the 2015-16 interim, the legislative management shall consider studying the 

14 impact of large economic development projects on political subdivisions. The study may include 

15 a review of the current process for seeking out input from political subdivisions potentially 

16 impacted by a large economic development project and any mechanisms in place to address 

...- 1Z the potential impact. The legislative management shall report its findings and recommendations, 

~ together with any legislation required to implement the recommendations, to the sixty-fifth 

JJt legislative assembly 

20 SECTION 5. OIL AND GAS RESEARCH- NATURAL GAS PRODUCTION STUDY. 

21 The amount of $100,000 from the oil and gas research fund , or so much of the amount as may 

22 be necessary, may be used by the industrial commission for the purpose of contracting for an 

23 independent, nonmatching natural gas production study. 
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Prepared by the Legislative Council staff for 
Senator Unruh 

April 7, 2015 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2035 

That the House recede from its amendments as printed on pages 992 and 993 of the Senate 
Journal and pages 1183 and 1184 of the House Journal and that Engrossed Senate Bill No. 
2035 be amended as follows: 

Page 1, line 7, replace "a" with "studies by the" 

Page 1, line 7, replace "study" with "and industrial commission" 

Page 8, line 18, remove "or expand" 

Page 8, line 19, after "state" insert", and any component integral to the fertilizer or chemical 
processing plant." 

Page 8, line 22, remove "Tangible personal property used to replace an existing facility" 

Page 8, remove line 23 

Page 8, line 24, replace "replacement creates an expansion of the facility." with "The exemption 
provided in this section applies to all phases of construction under the permit or 
application for permit required by subsection 2. An integral component to the fertilizer 
or chemical processing plant: 

£.:. May be owned directly or indirectly by the fertilizer or chemical 
processing facility, or by an unrelated third party; 

.!1. Must be located at the facility site; and 

c. Must be necessary for the plant's processing of fertilizer or chemicals. 

2. On or before June 30. 2019. the owner of the fertilizer or chemical 
processing plant must receive from the department of health an air quality 
permit or a notice that the air quality permit application is complete. The 
owner shall provide this documentation to the tax commissioner to qualify 
for the exemption under this section. Denial. expiration. or revocation of a 
permit terminates the exemption under this section." 

Page 8, line 25, replace "2." with "3." 

Page 8, line 27, remove "or expand" 

Page 9, line 1, replace"~" with "4." 

Page 9, line 8, replace "4." with "5." 

Page 10, line 7, remove "or expand" 

Page 10, line 9, replace "1" with "g" 

Page 10, after line 17, insert: 

"SECTION 5. OIL AND GAS RESEARCH - NATURAL GAS PRODUCTION STUDY. The 
industrial commission may use the sum of one hundred thousand dollars from the oil and gas L research fund, or so much of the amount as may be necessary, pursuant to its continuing 
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appropriation under section 57-5 1 . 1 -07 .3 for the purpose of contracting for an independent, 
nonmatching natural gas production study." 

Ren umber accord ingly 
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