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15.0241.03000 

Amendment to: Engrossed SB 2037 

FISCAL NOTE 
Requested by Legislative Council 

03/24/2015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appro riations anticipated 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 

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 2037 with House Amendments deals with the wind turbine taxation, and provides a retroactive sales 
tax exemption for equipment used to produce coal from a new mine . 

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. 

Section 1 provides that new wind turbine electric generation units and those over 20 years old are both subject to 
payment in lieu of property taxes. Section 2 authorizes an income tax credit equal to 3% of installation costs each 
year for five years, for qualifying wind energy devices. Section 3 expands a sales tax exemption for equipment used 
directly or indirectly to produce coal from a new mine. This sales tax exemption is retroactive to January 1, 2011 . 

The fiscal impact of all of these provisions 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: 03/25/2015 

• 

• 



15.0241 .02000 

Amendment to : SB 2037 

FISCAL NOTE 
Requested by Legislative Council 

0211912015 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
d I levels and appropnat1ons anticipated un er current 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 2037 changes the taxation of wind turbines for property tax purposes , and modifies the income tax 
credits for installation of wind projects. 

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. 

Sections 1 of the bill make changes to the taxation of centrally assessed wind turbines . Section 2 of the bill changes 
the income tax law relative to the tax credit allowed for installing a wind energy device which is installed before 
January 1, 2017. Section 3 authorizes an interim study of wind generation taxation. 

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 re venue type and fund 
affected and any amounts included in the executive budget. 

If enacted , the fiscal impact of engrossed SB 2037 will depend on the number and size of wind turbines installed in 
North Dakota during the 2015-17 biennium, which are unknown. 

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: 02/20/2015 

• 

• 



15.0241 .01000 

Bill/Resolution No.: SB 2037 

FISCAL NOTE 
Requested by Legislative Council 

1211912014 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d · r r· td d ti eves an appropna tons an 1c1pa e 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). 

SB 2037 changes the taxation of wind turbines for property tax purposes, extends the sunsets for income tax credits 
for installation of wind projects , and sales tax exemptions for machinery used in new coal mines and in the 
construction of wind-powered facilities . 

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. 

Sections 1, 2, and 3 of the bill make changes to the taxation of centrally assessed wind turbines and the taxation of 
wind turbine generation. Section 4 of the bill changes the income tax law governing the tax credit allowed for 
installing a biomass , geothermal, solar, or wind energy device to extend the sunset date by two years to January 1, 
2017, but only for wind devices for which the construction began before January 1, 2015. Section 5 of the bill 
changes the sales tax exemption for wind turbines to remove the sunset date of January 1, 2017. Section 6 of the 
bill changes the sales tax exemption for coal mining machinery and equipment for new mines permitted after 
December 31 , 2014 , to include other tangible property, to remove the $5 million cap on the tax exempted per mine , 
and to allow the exemption for replacement property creating an expansion of a mine. Section 7 of the bill changes 
the sales tax exemption for wind turbines to remove the sunset date of January 1, 2015 . 

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. 

If enacted , the fiscal impact of SB 2037 will depend on the number and size of wind turbines installed in North 
Dakota during the 2015-17 biennium, which are unknown. Assuming that a 100 megawatt wind project would come 
online in the next two years , it could have the following potential fiscal impacts : The sales and use tax exemption 
changes could reduce revenues between $20 and $30 million. The income tax credit change could generate up to 
$3 million of income tax credits per year for 5 years. The amount of the tax credit actually claimed will depend on the 
tax liability of the taxpayers. The property and production taxes could generate new revenues for the county or 
counties in which the project is installed , the amount of which cannot be determined without knowing the number 
and size of the wind turbines . 



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 whethe
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: 01/31/2015 
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2015 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Lewis and Clark Room, State Capitol 

SB 2037 
2/2/2015 

Recording job number 22944 

D Subcommittee D Conference Committee 

Committee Clerk Signature fJiflJJJ BP~ 

Explanation or reason for introduction of bill/resolution: 
Relating to taxable valuation of centrally assessed wind turbine electric generators, wind 
generation taxation , an income tax credit for installation of geothermal , solar, wind , or 
biomass energy devices, a sales tax exemption for machinery or equipment used to 
produce coal from a new mine, and a sales and use tax exemption for materials used in the 
construction or expansion of a wind-powered facility; and to provide an effective date. 

Minutes: II Attachments 1,2,3,4,5,6 

Chairman Cook opened the hearing on SB 2037, all committee members present. 

Tim Dawson, Legislative Council, neither for nor against the bill , here to explain it. The bill 
increases the factor used to determine taxable valuation for property tax purposes for wind 
generation units commenced before January 1, 2015 and completed before January 1, 
2017, from 1.5% to 3 %. It provides a grace period before the income tax credit relating to 
those wind towers and removes the sunset on sales tax exemption for wind-powered 
electrical generation facilities . It also removes the $5M cap on the sales and use tax 
exemption for new coal mines used in the state. (2 :25- 3:43) 

Alan Anderson , Commissioner North Dakota Department of Commerce, Chairman of 
Em Power North Dakota Commission, attachment #1 Sections 5, 6 and 7 of the bill align 
the energy related sales tax exemption, it removes the sunset clause from the sales tax 
exemption and the use tax exemption ; section 6 removes cap existing on the new coal 
mines. These changes provide consistency in the sales tax exemption amongst all the 
energy related sales tax exemptions. These changes help promote tax fairness among 
the energy industries, while providing the right incentives to move these industries forward. 
(4:07- 7:56) 

Senator Triplett: you said it was very difficult to get consensus on this bill, why? Why did 
you put two separate energy types into one bill (8 :01- 8:46).) (10:14-) Last question: we 
have to be consistent in the sales tax arena when that is only one of a variety of tax issues 
and incentives, if you can't get everybody on the same page on sales tax but may benefit 
one sector at the expense of another. Is this agreeable for everybody or is it opening a 
different discussion? (10:56 - 11 :55) 
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Alan Anderson, you bought EmPower together to minimize the different players coming in 
and asking for incentives. This is a negotiated deal amongst all the EmPower members, 
The commission is made up of representatives from all the state's energy industries and is 
a model of how differing interests can come together for the good of an industry. (8:48 -
10: 12) This is doubling it so that the counties still get some additional money but not going 
the whole way. (10:48- 10:54) today this is getting us as close as we can to that level 
playing field on the fairness side, how it goes in the future is very difficult to say, in part 
because federal programs come into play sometimes with incentives and make it unfair 
even at state level(11 :58- 12:25) 

Senator Oehlke: last paragraph on the first page regarding wind turbine electric 
generation units, "3.0% of the assessed value" is not accurate, shouldn't it be: "3% of the 
assessed value to determine taxable valuation"? You are paying based on the valuation of 
the property and the taxes based on that valuation 3%. (12:29- 13:26) 

Alan Anderson: I believe that is correct I am not an expert I might push that one off a little 
bit. (13:28- 13:38) 

Senator Bekkedahl : on that same paragraph it says "as long as the project was initiated 
prior to 1/01/15 and an executory purchase power agreement. ... It could be in construction 
not operational, not selling power, but by these documents being executed they could be 
considered for the purpose of taxation as being completed . What is the timeframe for 
project completion? What is an executory agreement? (13:41 -14:23) there could be 
agreements in place to purchase the power and not a lot of construction commenced, are 
we looking at a two year timeframe to reassess this? (15:31- 16:00) 

Alan Anderson: The intent of what we are trying to get to is that the coal industry has 
included wind projects that are already done identified, they have some form of an 
agreement already, they were hoping to complete under the current tax structure by the 
end of last year. That may or may not have happened in all cases , not all of it due to the 
wind generators or wind developers fault, so this is more of a grace period to try to expand 
it a little to capture projects that have already being identified, already planned for and with 
firm agreements already in place. It is not intended for brand new ones to start now. 
(14:25-15:30) The idea is that an agreement is in place, either the purchase power 
agreement or the advanced determination that some construction has already taken place 
and they have to be installed and completed by 01/2017.(16:01-16:26) 

Mark Nisbet, in support of this bill on behalf of Xcel Energy and as the wind representative 
of the Em Power Commission, see attachment #2 (16:36-20: 10) 

Senator Cook: it appears that Xcel is one of the companies that has a wind project already 
started $600M, when will it be completed? (20:12- 20:19) 

• 

• 

Mark Nisbet: We have two projects, we will own the Borders Wind Project, a turnkey 
project we are not building , and we will take ownership when it is completed (by 2015). The • 
Courtenay Wind Project, Jamestown, will be wind purchased by us from Geronimo, they 
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will tell you what the expected completion dates is. There is at least one other project that 
was trying to get there (20:20-21 :40) 

Betsy Engelking, Vice President, Geronimo Energy, in support of this bill , attachment #3 
Without the limited extension of the tax features available in 2014 , it is unlikely that 
Geronimo can build an economic project at Courtenay (21 :55-25:34) the total project cost 
is about $280M. Senator Bekkedahl: The difference between the 4.1/2% and the 3% 
valuation rate ends up being about $1 M on a net present value basis over the twenty years. 
With the valuation tax, you start paying a higher tax, .. . declining value. The 20 yr. total 
nominal difference is $17.3M 

Ryan Kelly, ALLETE, Inc. , introduced Jamie Jago , Manager - Taxes at ALLETE, Inc.; we 
support this bill on behalf of the entire mPower Commission. We have windfarms in ND 
(28:00- 29:23) 

Jason Utton, Director of Midwest Wind Development for Nextera Energy Resources see 
attachment #4 in support of this bill . (29:40- 32:52) 

David Straley, representing North American Coal in support of this bill , we are in this for 
section 6, the coal portion , to Senator Bekkedahl regarding the projects in terms of 
EmPower, what we went through in the negotiations , this is our best sale as far as making 
an equal playing field. We wanted to make sure those that had been signed prior to Sept 
had a project that was firm , that they had dealt on a tax break that they thought was firm, 
that is why we came to the concluding language on page 2 line 6 where it says "issued by 
the public service commission and construction was commenced" this language is very 
specific that there was dirt moved before the year-end and additional power agreements 
weren't out to be sold . To Senator Triplett's question of why: we are not always experts on 
what the other industries get, as far as incentives from the state and the federal level. This 
is in here specifically to address the concern that we were getting a larger break than 
anyone else. I assured the other commission members that that was not true which is why 
you see section 6 in front of you. It is to get us to the place we feel other industries are at in 
code, it is a big exemption I can assure you we have two coal mines that qualify under the 
existing incentives that were in place. Our intent is not to go back and open up those code 
sections for those two mines that qualify with the $5M cap. I think the tax department will be 
bringing in some amendments. We want to clarify a couple of things of what is/isn't 
equipment, that is completely for the committee to decide and I will be happy to work with 
you on those issues as they go forward . To go forward opening up a complete exemption 
on sales tax for coal mines is a big one, we do support it because it puts us on the even 
playing field we need. 

Senator Triplett: on page 2 line 6, what do you think "and construction was commenced" 
means, it is not defined here. By putting this requirement you are telling us what to do. 

David Straley: we debated at Em Power what it meant, that is in terms of what we thought 
was fair for all industries, we are not setting you up for something . (39: 13-42:00) 
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Senator Cook: We find in the fiscal note, for the record , who some of the companies we 
are talking about are. We will find out what they have done as far as "commencing 
construction" 

Robert Harms lobbyist for Tradewind Energy, see attachment #5 ( 5.1 cover letter, 5.2 
Lindahl Wind Project map, and 5.3, the 10/23/2012 Industrial Commission of North Dakota 
news release) Dallas Lalim and Tim Sundhagen, Tioga landowners are with me, to lend 
support to this bill . Included amendments dealing with the income tax credits , attachment 
#6 , which would allow Tradewind and this project to qualify for the income tax credit , 
Offered two alternative amendments.(42:46 - 47:51) Senator Triplett the EmPower 
Commission represents interests within different parts of our energy sector but not 
necessarily everyone who has a project that is underway. Amongst the people at the table 
they negotiated the bill you have in front of you. 

Dallas Lalim: gave background history of the Lindahl Wind Project in Tioga, attachment 
#5.2, supports this bill (49:50- 54:39) 

Tim Sundhagen, Tioga farmer provided background f on his involvement in the Lindahl 
Wind Project, attachment# 5.2, favors the proposed amendment, attachment #6. (54:51-
57: 16) 

Dale Niezwaag, representing Basin Electric Power Cooperative, in support of the bill as 
presented I am part of the EmPower group. Senator Triplett, yes we are in the process of 
building a 200 mile transmission line from the Antelope Valley Station thru Williston over to 
Tioga. We anticipate we will have the power supply to meet the power needs in northwest 
ND area by the end of 2016 (57:30 -59:08) 

No additional testimony in support, opposition or neutral 

Senator Dotzenrod: there is an issue regarding this bill, in section 4, a provision of law that 
provides a tax credit that will die, there is a sunset clause that will not be extended . The 
rest of the bill seems to want to extend and make more permanent some of the provisions 
of sale tax exemptions. Why did they choose that route? (59:02- 1:02:10) 

Mark Nisbet: Within EmPower Commissioner Anderson mentioned we had to come to a 
consensus, there is a belief that to keep a leveled playing field between the different energy 
sources that there might be a ratcheting down of incentives available. 

Senator Cook: closed the hearing on SB 2037 

• 

• 



2015 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Lewis and Clark Room,  State Capitol 

Committee Clerk Signature 

S82037 
2/2/201 5  

Job #2299 1 

D Subcommittee 
D Conference Committee 

Explanation or reason for introduction of bill/resolution: 

Minutes: 

Committee work o n  S82037 

Chairman Cook opened the committee work on the bil l .  
I can't he lp but  th ink we could get the companies that a re go ing  to  be affected by 2037 
written into the fiscal note. I wi l l  find out for sure if we can do that. Is there any other 
information that we need on 2037 that we need to start getting? 

Senator Unruh -- I can 't think of anything specific other than what you just requested . 
th ink it is very important for us to make a decis ion . We got a lot of information this morn ing .  

Senator Cook -- We've had 46 bi l ls introd uced th is session .  We have 33 before us and 
there's 1 5 , 1 6 ,  1 7  that have to go to appropriations if we pass them . So we've got a lot of 
work to do .  This one did not have a fiscal note, d id it? 

Senator Bekkedahl -- This is the one that had the stuff about sales and use tax for 
machinery and equ ipment, didn't it? And what I was trying to fig ure out is ,  it talked about 
for use in new m ines .  Is that, again, correct? 

Senator Dotzenrod-- If you look on page 9 .  

Senator Bekkedahl -- Yeah ,  that's where I 'm at. 

Senator Dotzenrod --
Fol lowing along with Senator 8ekkedahl 's,  I 'm not sure if he and I are on the same 
wave length , but it's that section there where we're taking out the $5 mi l l ion cap and I was 
curious to know how that is going because we put th is new mine section in 2 sessions ago, 
I am curious to know what's happened d u ring this period of time and are we using that up .  
It's d ifficult to  meet the new rules and try to  get everything done rig ht .  I assume that since 



Senate Finance and Taxation Committee 
SB2037 
February 2, 201 5 
Page 2 

we are taking that cap off we must have consumed some of that money in  the last 4 years 
and maybe quite a bit of it. 

Chairman Cook -- We've got a m iner on the table so let's see what the m iner has to say. 

Senator Unruh -- To Senator Dotzenrod 's questions, yes . This exemption is currently 
being util ized . There's a new coal mine in my d istrict and I am not aware if they have h it 
the cap yet but I 'm almost certain that they wi l l .  That doesn't mean that I necessarily th ink 
we need to remove the cap .  But it i s  being uti l ized . It has been good for the industry and 
has al lowed them to have a new operation i n  the time when that is  very, very d ifficult for 
coal min ing to do ,  even here in  North Dakota where it is supported . I see there is some 
clarification of the language to include tangible personal property. The way that the code is 
currently written now, it is very d ifficult for the tax department to determine what qual ifies for 
the exemption and what doesn't and I would imagine that this expands a l ittle bit of what 
would qual ify as wel l .  

Chairman Cook -- That is good information to find out. Maybe you could do  that. 

Senator Unruh -- I would l ike to do that. Also, I would l ike to look back into leg islative 
history a l ittle bit to see how the d iscussion went the first time around with this and how that 
$5 mi l l ion cap was reached . 

Chairman Cook -- I can tel l  you how that happened . It happened right here .  It's more or 
less a compromise to get the bi l l  passed , if I remember right. W� put a $5 m i l l ion cap on it .  • 
Senator Bekkedahl -- The way that I 'm looking at this, it is designed that if you open up a 
new mine, which probably doesn't happen very often, so that when you buy equipment to 
open up a new m ine, you get the sales and use tax exemption . I 'm  assuming that when 
you do this m in ing ,  you sometimes move equipment from one m ine to another, so if you 
move it to a new m ine, are you exempt again for any purchases related to that? 

Senator Unruh -- The new coal mine that opened up in  my d istrict was the first new coal 
mine in the state of North Dakota since early 1 980's .  And , no, it is not a common practice 
to move equipment from one mine to another. We've got brand new and some used 
equipment that comes from out-of-state but it hasn't been transferred back and forth 
between the m ines here in North Dakota . 

Senator Bekkedahl -- So theres purchases of used equ ipment that would qual ify under 
th is, it's just brought from someplace else i nto this mine? 

Senator Unruh -- Correct. 

Senator Triplett -- One of my concerns was in l istening to the testimony from 
commissioner Al Anderson about level p laying field that just the idea of making someth ing 
exactly the same between 2 d ifferent energy industries under one tax doesn't really answer 
the question of whether the p laying field is completely level and because d ifferent things 

• have d ifferent federal incentives or we've given other fu l l  or partial incentives in d ifferent 
areas, I 'm wondering if we have in the tax department or elsewhere a current summary of 
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the level playing field theory. We requested that about 4 years ago but I don't know if it was 
updated or not. 

Chairman Cook - - Cole, can you get that information? 

Senator Dotzenrod - - Back on the coal th ing , l ines 7 and 1 1 ,  there's reference to other 
tang ible personal p roperty and I recall that 2 sessions ago there was a desire to l imit this to 
just the machines that would be brought in  to do the min ing .  By putting this other tangible, I 
th ink what they a re asking for here is that other vehicles, other th ings that they need that 
weren't covered by that orig inal  bi l l ,  they are asking for that. I 'm not sure if there's any 
estimate or  a l ist of what that envisions to include. 

Dee Wald, General Counsel, Office of State Tax Commissioner 
I understand you a re working on SB2037. We have been in contact with M r. Streyle and 
we are working on amendments to that bi l l  to address the issue you have been talking 
about to further refine other tang ible personal property means. We are going to l imit the 
scope of that. We need Mr. Streyle to identify to us exactly what he wants included , 
instead of this broad scope, other tangible personal property. 

Senator Oehlke -- A question and maybe Senator Unruh can answer this as wel l :  I am a 
big , g iant coal com pany. I 'm going to bui ld a new m ine. Do I have a subsid iary that does 
that? 

Senator Unruh -- It really does depend on the ind ividual com pany. Many of them are 
structured as subsidiaries under corporations. For the company that I work for, it's a 
subsid iary of North American Coal Corporation ,  wh ich is a subsid iary of NACO I ndustries, 
a l l  of which a re headquartered elsewhere throug hout the Un ited States. Other coal m ines 
in my d istrict are structu red simi larly. 

Senator Oehlke - - I 'm  sure it never happens but m ight there be a tax advantage for some 
l ittle company over here that has the same parent corporation owns the equ ipment and 
then they sel l  it to the other company. There rea l ly isn't any substantial d ifference to how 
the money changes hands but they made 5% on a tax deal or someth ing .  Does that ever 
happen? 

Dee Wald - - Our  concern is that we want to impose a sales tax once on property that is 
used in  this state. If there is a transfer between the compan ies on a piece of tangible 
property, basica l ly there won't be another tax imposed on that transfer. There are other 
reasons that a company may transfer equipment between two d ifferent subsid iaries. 

Chairman Cook - - Bottom l ine: if it's used equipment, there's no sales tax on it. 

Dee Wald - - It 's been used . The sales tax has been paid once and that's rea l ly all we want. 

Chairman Cook - - Senator Trip lett was looking for some complete tax information on the 
various d ifferent energy compan ies that we have in North Dakota . P lease explain your 
q uestion.  
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Senator Triplett -- It occurs to me that I 'm remembering about 4 years ago, that someone 
prepared a spreadsheet of all the d ifferent types of energy com pan ies that we have in  this 
state and the d ifferent types of tax advantages in  an effort for us to be able to see whether 
or not we had them on a level playing field . It also incorporated federal tax incentives. I am 
wondering if that has ever been updated or if you know what I'm talking about. 

Dee Wald - - I do not know what you are talking about and I don't recal l  the document. If it 
items on that l ist dealing with federal  tax treatment, I 'm 99% sure we did not put that 
together. 

Chairman Cook -- How can we find out a l l  of the d ifferent tax incentives that ava i lable to 
the wind energy, the coa l industry, etc . ,  in the state? 

Dee Wald -- We can put that together. Are you looking for federa l and state? 

Chairman Cook -- Yes 

Senator Laffen -- The Geron imo Wind Farm in Courtney needed 2 th ings.  The two things 
that they needed were an extension and being able to d istribute the tax cred its . Did this bi l l  
take care of the extension? 

Chairman Cook - - They are identica l .  

Chairman Cook closed the committee's work on SB2037. 

• 
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Explanation or reason for introduction of bill/resolution: 

Committee work. 

Minutes: II Attachment #1 

Chairman Cook opened the committee work on SB2037. 
Tax department is here with amendments. Myles, are you the chosen one? 

Myles Vosberg, Director, Tax Administration Division, Office of Tax Commissioner 
(Attachment #1) Proposed Amendments to SB2037. Myles does a walk-through of the 
amendments, l ine by l ine.  

Chairman Cook -- So you are trying to go back to m ines that were completed prior to 
2014? And expand the exemption  that they got? 

Myles Vosberg -- Correct, and by changing the new mine defin it ion the way it was done, it 
actua l ly e l iminated a l l  of the new mines that were a l ready perm itted because when this b i l l  
becomes effective o n  J uly 1 ,  in th is  section ,  the new mine d efin ition changes to one that 
has been permitted after 2014 .  I t  essentially el iminated the exem ption for the existing 
m ines that qual ified for exemption .  
(Myles contin ues going through the proposed amendments . )  
I n  summary, what i t  does is  i t  creates, instead of just defin ing a new mine ,  i t  creates two 
groups.  If you want to cal l  i t  the old new mines and the new newer m ines and then treats 
them a l ittle d ifferently, with the major expansion and the m ajor changes beginning after 
2 0 1 4 .  

Chairman Cook - - We have 1 m i n e  that's stated s ince 201 0. 

Myles Vosberg -- Yes, just one. 

Senator Oehlke - - We've got the l imit now, that was put back in at $5 m i l l ion back on page 
1 of the amendm ent on l ine 1 0, l im ited to the first $5 mi l l ion of sales and use tax paid, 
right? 
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Myles Vosberg -- That appl ies to the 1 m ine that was already perm itted before 20 1 5. 

Senator Oehlke -- Does the fiscal note stay basical ly the same then? 

Myles Vosberg -- The fiscal note does and the fiscal note was bas ical ly cannot determ ine. 

Senator Triplett -- Why would we not be able to determine if we are talk ing about a m ine 
that is already in existence, at least for the old new mine? 

Myles Vosberg -- The exem ption was l imited to $5 mi l l ion for the 1 m ine that was already 
perm itted . How m uch of that has already been taken , I am not sure . It would be a 
maximum of $5 mi l l ion and then on the new mines that are permitted beginn ing in  201 5, we 
don't know how many m ines there wi l l  be. 

Senator Dotzenrod -- I see where you have the defin ition of new mine that was in the b i l l  
out. If you look on the orig inal  b i l l ,  page 1 0, line 1 1 ,  there is a term there ,  defin ition for a 
new m ine, on your  Christmas tree amendments , that's gone. That's n ot in  there. Is  the 
new mine defin ition covered then with these dates that are in  this at the beg inn ing? 

Myles Vosberg - - That's correct. 

Senator Dotzenrod -- What does the blue mean on the Christmas tree amendment? 

• 

Myles Vosberg -- The blue is what was added back i n .  The orig ina l  b i l l ,  if you compare,  • 
the blue language was struck out in  the original b i l l  and now it is  added back i n  here. For 
that 1 existing  mine,  basical ly everythi ng went back to the way it was before, with the 
exception of a s l ight expansion for some of these trucks and items that we've added i nto 
the defin ition of machinery and equ ipment. The real changes take place for the m ines that 
start after 201 4. 

Senator Triplett -- The fact that someone in here is asking that we expand the exemption 
for the 1 old new mine impl ies that they d idn't use up the $5 m i l l ion because if they had 
used up the $5 mi l l ion exemption they wou ldn't be back here asking for more, or they would 
be back asking for the cap to be removed . Is  that information that you could get for us? 

Myles Vosberg -- We can try to get that, but also notice that there is some add it ional types 
of equipment that's in there .  

Chairman Cook -- We wi l l  leave this b i l l  down here. There is another set of amendments 
that are being worked on .  I visited with Mr. Walstad . We wil l  contin ue those conversations 
but if you look at the bottom of page 2, of the orig inal  b i l l ,  that bottom sentence on the 
bottom of page 2, that goes on to the top of page 3,  and it ends there with after December 
31 , 20 1 6, that's an opt- in clause that we put in  place in 2009. I t's been used twice. It 
al lows an IOU to opt in to the tax pol icy establ ished for REC's . It's on ly been used twice by 
2 wind companies. That really confuses the whole b i l l ,  in my m ind ,  and it sets us up for a 
lot of dates and a lot of d ifferent defin it ions in this b i l l  that I don 't th ink would have to be 
there .  So I 'm work ing on amendments just to get that off and wi l l  continue through that 
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process with the effected parties. When we get them down here ,  m aybe tomorrow, we wil l  
fin ish our work on th is b i l l .  

Sara Meier, Property Tax Specialist, Office of Tax Commissioner 
I was asked by Mr. Walstad about that opting clause, and from my perspective, I wou ld 
prefer that it be left in  because we do have other generation companies that have opted in 
to that form of taxation. We do have the wind farm . There is a transmission l ine,  Moorhead 
Publ ic Service opted i n .  They were a smal l  transm ission l ine that is in Cass County, and 
then we a lso have a couple of generation faci l ities that opted in  to that form of taxation. 

Chairman Cook - - We do? 

Sara Meier - - Yes. That technology is a heat recovery faci l ity. There are 3 of them that 
opted in to that tax. 

Chairman Cook - - Can you get me the names of these companies? Do you expect more? 

Sara Meier - - There's just a changing field in electric generation and I th ink if they have an 
opportunity to opt into that form of taxation, they wi l l .  Xce l l  Energy has expressed interest 
i n  opting i n ,  but with thei r  natura l  gas it's kind of a compl icated situation for them to opt in  
just on  the i r  e lectric s ide and not the natural gas .  There may be a possib i l ity that they can 
form a subsid iary and opt into this form of taxation .  

Chairman Cook -- I t's a lways nice to know what the tax department th inks .  

Chairman Cook closed the meeting on 882037. 
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Chairman Cook opened the committee meeting on SC2037. 
Th is is the Em Power b i l l .  I get more confused every t ime I read it .  I forwarded you al l an e­
mai l  with some questions that I had sent to PSC Commissioner Randy Christmann .  
(Attachment #1) H e  forwarded them on to Jerry Lein and that's where the answers came 
from.  My question that I had was this is an incentive b i l l  to encourage the development of 
wind turbines in the state . I 'd been lead to bel ieve that we have set a voluntary goal ,  I 
bel ieve , of 1 0% .  I 've been lead to believe, and you can see this from the e-mai l  response I 
got back showing that the wind energy numbers that we have ,  1 6% ,  that this voluntary 
objective is i n  49-22-08 . I have read 49-22-08 . I can't find it. So if anybody knows where 
we have that in code what is our objective for wind energy, our goa l ,  I 'd l ike to know it. We 
should have some sort of objective for what our wind is but, aga in ,  I 've always been lead to 
believe that it's 1 0% .  But you can see from this chart right here that the last time that the 
PSC has actual ly done the research to determine what percent of our retai l  sales is com ing 
from renewab le energ ies was 201 1 and it was at 1 6. 1 7%.  There has been more capacity 
bu i lt s ince then .  From what I understand the research to come up with th is number is not 
easy research but the PSC is going to try to go through it again and g ive us a number. The 
other chart you see (Attachment #2) shows all the wind capacity that's bui lt. We are at 
991 turbines rig ht now. Capacity of 1 876 megawatt hours .  You can see the projected 
capacity for those other plants that are projected to be built or have requested permits. 
That takes us up to 8 1 38 megawatt hours .  

Senator Oehlke - - I d id have one th ing that I noticed in  Commissioner Christmann's 
correspondence .  He mentioned in  that larger paragraph toward the bottom of h is 
correspondence i n  talking about how many more megawatts we have and how the 
percentage should be s ignificantly h igher but no where in  th is does he mention that we also 
are us ing more energy in total across the state. I wou ld  guess that with al l  the added 
activity, particularly s ince 201 1 ,  our general  energy uses from coal p lants and everywhere 
else we get energy is probably gone up significantly. We probably stil l need to have an 
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effort to keep on the bandwagon for wind energy if we are going to ma intai n  our magic 1 0% 
into the future . 

Senator Unruh -- I understand what Senator Oeh lke is trying to say but someth ing else to 
keep i n  mind is that the peaking on wind towers requires production on coal plants to cut 
back at times. Whi le we are using more energy in the state, I do th ink that the 
commissioner does make a good point in h is last paragraph .  I th i n k  he is right. The 
production from wind is certain ly h igher than that 1 6% i n  th is e-mai l ,  and I don 't th ink any of 
us have an idea of how m uch h igher, but I'd venture to say we cou ld very wel l  be over 20% . 

Chairman Cook -- It would be n ice if we could find out what that number is .  I don't know if 
we can ,  in the time we have, before we have to send this b i l l  out. 

Senator Triplett -- I recal l ,  early in my leg is lative career, that we talked about this at some 
length and we talked about the notion of includ ing hyd ropower, and the notion of renewable 
energy because we wanted to get to the goal sooner. (meter7:40-8 :0 1 )  

Chairman Cook -- I bel ieve the defin ition is renewab le and recyclable.  Whether 
hydropower is included in that, I don't have an idea . I n  code 49-02? Then the other 
question I have, with this b i l l ,  is you can start with section 1 which is the property tax 
section ,  1 & 2, 49-02-28 (meter 8:55-9:57). Thank you ,  Mr. Traynor. 

Senator Laffen -- The idea of this b i l l ,  obviously, is to g ive a tax cred it to keep i ncentivizing 
wind power. How do we know if the tax credit is working? 

Senator Triplett -- I th ink  we would look at M innesota and know that they had a 20% less 
than voluntary objective and our util ities, which provide power to M innesota , worked real ly, 
rea l ly hard to meet the 20% requ i rement of Minnesota . (meter1 1 : 05-1 1 : 1 7) .  

Chairman Cook -- So, the question becomes do we have a lower tax rate for wind 
generation to send green electrons to Minnesota? The other question : we have a factor 
adjusts its assessed value to taxable value. (meter1 1 :43- 1 2 :20) .  If we d id not pass this b i l l ,  
for example, where would they go? What would the rate be? Anybody know? I bel ieve it 
goes to 1 0. We have, for retai l  sales, a generation capacity that has a defin ition of 
generation capacity. The way it is explained to me, is that it equates to about 4 1 /2% but 
you wi l l  find noth ing in code that says it's at 4 1 /2%. The question that we need to ask is ,  
what should that factor be? I wou ld hope that one th ing we can agree on is  that whatever i t  
is that we decide it  should be the property tax factor to move assessed value to taxable 
value is the same for a l l  wind turbines.  We have tax cred its i n  the b i l l .  I see there is a b i l l  
that we wi l l  be getting from our friends across the aisle that takes one of the tax credits that 
we've g iven in the past for p lants that were bui lt during a certa in  t ime period ( 14 :20-1 5:00). 
There's part of me that wou ld just l ike to put this to rest and g ive it a do not pass, but there 
are other th ings that would be left unfin ished if we did that. (meter1 5: 1 2-1 5 :36) 

Senator Dotzenrod -- On my notes on page 1 ,  you've got reference to the 3% on l ine 1 5  
and there is a 1 1 /2% down at 2 0  & 2 1  so one of the first th i ngs that I made note of i n  the b i l l  
is just what you mentioned . (meter1 5:56- 16 :40) . 

• 

• 
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Chairman Cook -- Last weekend I read through a lot of code. If you want to see tax 
cred its that vary based on the date that they were estab l ished to the t imeframe that you can 
use the tax cred it, it's even worse than what we have here for property tax. You are right. 
It is a l l  based on d ates.  We seem to be doing this wind pol icy 2 years at a time. That's 
another p roblem that I think we need to move away from. 

Senator Triplett -- My overview of the history of wind pol icy in  this country, federal and 
state , is that it was heavily promoted at a time that we were heavily depend upon oi l  from 
foreign sources. (meter1 8 :01 -20:05) . 

Chairman Cook -- That's where I 'm at. I th ink there is a lways a desire to have cleaner 
energy but there's a lso a desire, that I have, to have susta inable energy. That's where the 
real  balance comes.  

Senator Triplett -- We have had some natural gas generation bu i lt by the folks in the 
northwestern part of our state whi le they are waiting for the big power l i ne to get in place. 
I n  a gross sense, that does kind of balance off against wind ;  i n  an  easier way than coal 
balances off. (meter2 1 :00-2 1 :43) .  

Senator Bekkedahl -- If I read this right, there currently is and would be continu ing 
p roperty tax cred it, an income tax cred it and a sales and use tax exemption for putting in 
p lace wind farms .  Is  that what we currently have and is that what this seeks to continue? 
Are they all 3 necessary to incentivize the industry? Is that what the federals do? Is there 
one that should be more weighted higher than the others? 

Senator Laffen -- All of that seems like a lot bigger d iscussion than we would be able to 
figure out i n  a day, in this committee. I am wondering how m uch study actua l ly went into 
this b i l l  by EmPower. I 'm guessing energy development and transmission real ly d idn't do 
anyth ing but pass it along . So the study for th is came from EmPower.  How much real 
study, in terms of overal l  tax policy and incentive, d id they do? Do we know that at al l? I 
hate to suggest we turn a lot of stuff into stud ies because we don't know what to do with 
them , but, i n  this case, it almost seems l ike the questions you guys are asking,  really do 
need to be stud ied . 

Chairman Cook -- And decisions need to be made this session ,  too . We have a b i l l  before 
us with consequences if it fai ls and consequences if it passes. 

Senator Triplett - - Since we do have 3 new members on this committee, I 'm wondering if it 
m ight be worthwhi le to see if one or two of the staff members ,  maybe Jerry Lein  and l l lona 
Jeffcoat-Sacco could sit with the comm ittee and just do a l ittle half-hour briefing . Wou ld 
that be a usefu l th ing? 

Chairman Cook -- Yes, have them at the pod ium.  

Senator Bekkedahl -- The other part about this is in  the current legislation I noticed, upon 
read ing , that some of the tax pol icy we have in here is by d ates ,  again ,  and talks about the 
va luations remain ing constant for the duration of the in it ial pu rchase power agreement for 
the generation un its. Some of these things cannot be changed under this current 
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legis lation because of that. This is techn ically real ly, really d ifficu lt. To make everyth ing a 
b lanket statement at this point. 

Senator Triplett -- The other thing in answer to Senator Laffen's,  probably everything that 
we do  is peanuts com pared to the federal tax cred its wh ich are production tax credits rather 
than construction ,  i nsta l lation kind of tax credits. (meter24:55-25:09).  

Senator Latten - - J ust to continue on that, we have a blade com pany in  Grand Forks 
makes the big wind turb ine blades, and when the federal cred its were up for renewal  and 
they were rea lly debating that, that company shut down completely. I t 's obvious that that 
business is completely dependent on those federal credits. 

Chairman Cook -- Senator Bekkedah l ,  back to your comment about the language on l ine 
22, duration of the in it ial purchase power agreement, that's something that a former 
leg islature put in code. The abi l ity of that to real ly mean anyth ing :  I th ink the 54th 

Legislature can do what they feel is necessary to do.  I t  gets to be another interesting 
conversation that we have qu ite often with our friends,  wind developers ,  they signed a 
purchase agreement to sel l  their power. It's a long term agreement, and , of course, when 
they look at that they look at their costs and a big part of their costs is the tax they are 
going to pay. (meter26: 34-27:  1 8) .  

Senator Dotzenrod -- J ust a clarification on what the bi l l  does : i t  makes permanent the 
sales tax exemption . Those right now, under current law, have dates; on page 5, you have 
a date there i n  the title that says, effective through June 30.  It crosses that date off. The 
sales tax provision that had some dates in them becomes permanent. It also looks l ike, on  
section 4 ,  i t  brings to  an end the income tax cred it. I t  actual ly crosses off wind on l i ne  30 so 
that wind is no longer el ig ib le but then it provides a 2 year extension at the top of page 5.  It 
looks l ike we are saying that wind income tax credits are coming to an end , except for this 
exception that we provided at the top of page 5. It sets the stage for an end 2 years from 
now for these income tax credits to stop.  It does make permanent the sa les tax cred it. I 
want to make sure that we al l  understand what this b i l l  does in regard to those two . 

Chairman Cook -- It's been a whi le s ince I read that income tax credit but I d idn 't th ink it 
brought it to an end. 

Senator Dotzenrod -- It strikes out, on l ine 30 , the word wind .  

Chairman Cook -- But it's got new language, wind energy device and which was instal led 
before January 1 ,  2 0 1 7 .  It is trying to narrow who gets that wind cred it. And,  trust me, in  
20 1 7  we wi l l  have this issue before us again. 

Senator Dotzenrod, com mittee members ,  you wil l  see at the end there is a change in  the 
sales tax exemption for coal mines and I can't help but think that is a kind of "me too". 

Senator Trip lett, who did you suggest that we get down here from the PSC? 

Senator Triplett -- Jerry Lein and I I lona Jeffcoat-Sacco who is their cou nsel .  

• 

• 
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Chairman Cook -- Let's do that. Let's see when we can get them down. We've got today. 
We've got tomorrow. Next week we wi l l  have from 9 :30 to 1 2:00 on Monday. We wi l l  have 
1 0  to 1 2  on Tuesday. We've got a few other b i l ls here. It's not going to take a lot of work to 
get them out. 
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Chairman Cook opened the committee work on SB2037. 
We wi l l  continue our conversation on 2037. For students from Enderl in ,  this is a bi l l  that 
deals with tax incentives to encourage wind tu rbines to be bui l t  in the state. And Mr. 
Walstad ,  do you want to start by coming to the pod ium so I can ask you a question .  If this 
bi l l  doesn't pass, what happens to property tax? 

John Walstad, Legislative Council -- For wind generation ,  com ing on l ine after 201 4 ,  the 
assessment wou ld fal l  into the commercial property classification ,  wh ich is 1 0% of true and 
fu l l  value,  rather than the 3 or the 1 1 /2 that exists now for existing wind generators. 

Chairman Cook -- But that is not for al l of them? 

John Walstad -- No, it would not take those 1 1 /2 & 3% assessment ratios and kick those 
to 1 0 . They wou ld remain .  

Chairman Cook -- You printed out 57-33.2-04 (Attachment #1) Would you explain what 
this chapter means? And who it appl ies to. 

John Walstad -- It appl ies to other than central ly assessed wind generators or central ly 
assessed who have opted in  into treatment under that chapter. That chapter was 
substantial ly rewritten not long ago and it al lows an opt-in  for centra l ly assessed energy 
prod ucers to opt in to treatment under that chapter rather than under the chapter that is 
addressed primari ly in 20-37. Now, as to explain ing those rates and how that is calculated , 
I 'm not very proficient, but what I do understand is that someone has made a calcu lation 
that being taxed under that optional method would equate to about a 4 .5% property tax 
ratio for those propert ies. 
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Chairman Cook -- And then subsection 2 of that chapter, ta lks about g rid-connected 

• generators that are part of a project with generation capacity of 1 00 k i lowatts or more not 
prod uced from coal or wind . What does that i nclude? Gas? 

John Walstad -- My guess is that it was put there for natura l  gas, pri mari ly, but it cou ld 
apply to hyd ro , biomass . 

Chairman Cook -- Questions for John? Jolene, please step up .  Can you expla in this 
chapter to us? 

Jolene Vidal, Property Tax Specialist with Office of State Tax Commissioner -- Yes, I 
can .  We are sti l l  on 57-33 .2-04? How it is currently written is that a company, which would 
be assessed under 57-06 , centra l ly assessed publ ic uti l ity, can opt i n  to 57-33.2 and it's an 
irrevocable opt- in .  We have 1 wind company who has opted i nto i t ,  E l ite,  and then we have 
2 turbines with Minn-Kota Power that opted into it; and then under the second port ion of 
that we have a company, Ormat that opted into that and they are heat recovery; and then 
we also have natura l  gas tu rbines that are producing electricity that are being taxed under 
that as wel l .  Those are some of the d ifference ones that are cu rrently being taxed under 
57-33.2-04. Most of the wind compan ies are assessed under 57-06 . There are 1 9  of them 
currently. 

Chairman Cook -- N ineteen wind compan ies assessed under 57-06? 

Jolene Vidal -- And I d id bring some statistics down for you ,  if you would l ike (Attachment 

• #2) This is just some s imple information and I know that it is k ind of hard to read because I 
have a lot on there .  (meter6 : 00-7 :57) 

Senator Dotzenrod -- Which column has the percentage that they would have been ,  the 
tax that would have been imposed if they had been on the other chapter? Which column? 

Jolene Vidal -- I don't have a percentage .  I just show the est imate total taxes. Far rig ht 
column of the big box. 

Senator Bekkedahl -- Going back to 57-33.2-04 , under the first provision there ,  I thought 
that I heard that it equates to about a 4 1 /2% property tax, those two components. What 
about section 2, what do those 2 components equate to in approxim ate property tax? 

Jolene Vidal -- No,  I do not know. The projects being assessed under there are just based 
on a generation capacity so we don't have the information to create a valuation to do a 
comparison.  

Senator Triplett -- Do you have any brief information that you can provide for us,  either 
from your recol lection or from your  records ,  i n  terms of when particu lar changes happened 
at the federa l  level in  terms of prod uction tax cred its expiring and being reimposed? 

Jolene Vidal -- Not off the top of my head . 
• 



Senate Finance and Taxation Committee 
8 8 2037 
February 1 7, 201 5 
Page 3 

Senator Bekkedahl  -- J ust so I am clear on the ad valorem section,  the 3 that are l isted 
with zero dol lars ,  is that because they pay zero dol lars or you just cou ldn't find the 
information? 

Jolene Vidal - - I t  wasn't on their annual reports and that's where I pu l led that information . 
cou ld cal l  the counties and probably find that. 

Senator Bekkedahl -- As far as you know, they are paying something? 

Jolene Vidal - - Correct. 

Chairman Cook -- These ad valorem payers, under 57-06 , what rate are they al l  at? 3%? 
Which ones a re at 1 1  /2? 

Jolene Vidal -- All the way to the right. 

Chairman Cook -- If the generation and capacity tax is to equate to 4 1 /2%, and I look at 
what a company is paying under the ad valorem tax at 1 1 /2%, I would think I would take 
th is taxes paid t imes 3 .  

Jolene Vidal -- It's hard to look at that comparison that way just adjusting it by a d i rect 
percentage.  The taxable valuation of these 1 9  wind companies, the 1 1 /2% and the 3% are 
on the turb ine port ion of the assessment only, which rea l ly is about 90% of the valuation .  
Everything e lse that's a part of the valuation is at 1 0% and so we have a portion of the 
value at 1 1 /2 %  and a portion of the value at 1 0%.  The 2 added together is that total 
taxable value. And so, j ust taking those taxes and adjusting them by a certain  percentage 
may not g ive you what you are looking for, but it cou ld .  

Jerry Lein, could you just step to the podium and introduce yourself? Senator Trip lett, d id 
you have some q uestions that you wanted to ask Mr. Lein ?  

Senator Triplett -- Not specifical ly. Just a s  part of o u r  previous  conversation it seemed as 
though there was genera l  confusion around the table about what was going on so I 
suggested M r. Lein  as being a sou rce of information .  Maybe Ms.  Vidal has answered 
everyone's questions by bringing down the information that she has p resented to us . Do 
you recal l ,  as genera l ly as you can ,  the sort of federa l  taxatio n  history on wind power, i n  
terms of  when those tax credits started, when they were first schedu led to  expire? How 
they evolved over t ime and what their  current status is? 

Jerry Lein, PSC staff -- I don't recal l when they started . They've been in effect several 
years now. I 'd  guess 1 0  or more. They have expired or been up for expiration several 
t imes and then,  at the last m inute, they somehow or other  tacked something onto a bi l l  
federa l ly and end up extending them for another year. They were extended this last t ime, 
as I recal l ,  to where they now had to start construction at some point during this year, in 
order  to have them going forward . 
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Senator Triplett -- I n  genera l ,  though ,  they've been around for a decade or  thereabouts. 
They've been fairly consistent, except that there have been fears that they were leaving 
a long the way but now it feels more l ike they are going away. Is  that a fai r  concensus? 

Jerry Lein -- Yes,  I believe that is a pretty fair  concensus. 

Senator Triplett - - My recol lection is that some of what we have done in this committee 
has been kind of in anticipation of federal cred its going away or maybe trying i n  a l ittle way 
to a ugment federal credits. 

Chairman Cook -- One of the questions that I had for Commissioner Christmann ,  that you 
answered, showed that in 201 1 was the last time the PSC did the research necessary to 
determine what percent generation sold at retai l  was from renewable sources. And the 
chart that you sent, that we a l l  received , showed it at a l ittle over 1 6% .  Do you recal l  what 
I 'm talking about? 

Jerry Lein, Yes, and I d id prepare that chart. 

Chairman Cook -- How d ifficult is to tel l  us what percent we're at today? Or  i n  201 4? 

Jerry Lein -- It's not too d ifficult. We have fil l ings that we would just go through and extend 
that chart out to -- the latest we could give you is 201 3, from our existing d ata. 

Chairman Cook -- How soon could you g ive us that? 

Jerry Lein -- Today or tomorrow. 

Chairman Cook -- Can you do that? It would be very much appreciated . Is that fairly 
accurate? Are you comfortable with that number? 

Jerry Lein -- I t's what is reported to us by the utilities. 

Chairman Cook -- Committee, anything more that you would l ike to have? 

Chairman Cook closed the com mittee for today. 

• 
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Chairman Cook opened the committee work on S82037 

Senator Dotzenrod --Percent taxable value percentage of turb ine.  (Th is was attachment 
#2 , Job #2397 1 from meter 00-1 6:25 of 2-1 7-1 5) .  And if you go over to the far left, that's the 
Velva Wind Farm ,  it has taxable value of $1 52, 000 and total taxes are $29,000.  Wel l ,  3% 
of taxable val ue would be about $4 ,500.00,  but the total taxes are $29, 000, so what 
accounts for the d ifference? 

Jolene Vidal, Property Tax Specialist, Office of State Tax Commissioner -- The taxable 
value is $ 1 52 ,  1 20 .  That number came from the portion of the 3% and the portion of the 
1 0% added together and then that $1 52, 1 00 times the m i l l  levies wou ld equal those tax 
dol lars .  

Senator Dotzenrod -- So the taxes they pay are not just a 3% or a 1 0% of their taxable 
value.  They a re having the mi l l  levy and the taxing district appl ied against thei r  taxable 
value.  So the 3%,  I'm not sure how . . .  

Chairman Cook -- That's the factor that takes the assessed value down to the taxable 
value .  

Jolene Vidal -- You can't work backwards on th is  one because you have one at 3% and 
one at 1 0% so you are starting at 1 00% market value and then we take that and 50% and 
then we have our assessed value and then we do a percentage of the cost of the turbines 
and a cost of the total other property and do a spl it between the 2 assessed val ues. So we 
have an assessed value for a l l  the turbine portion and an assessed value for all the other 
p roperty. We take the turbine portion assessment times 3%,  the rest of it times 1 0%,  add 
the 2 together. That's our total taxable value. 
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Chairman Cook -- But you could forget about the 1 0%,  just to do  some s imple math to get 
• some ideas . 

Jolene Vidal -- I have a l l  k inds of information if you want someth ing specific I can work on 
something for you .  And,  a lso,  I know that these are the 20 1 3  taxab le values.  I don't have 
their 20 1 4  tax dol lars paid but j ust for informational purposes, the 2 0 1 4  taxable va lues, or  
the assessments, were about 1 0% lower than 201 3 .  

Chairman Cook - - The on ly th ing that confuses me is  that I get a l l  these data , th is  comes 
from the PSC and it l ists a l l  of the project names and the owner; th is comes from the tax 
department and it l ists the name of the compan ies and why can't I j ust match them up? 
Can't we have one common name that everybody uses out there? 

Jolene Vidal - - Eleven of them are NextEra's and I believe I have those to the r ight of the 
first part of the name to help you with that, who the parent com pany is. 

Chairman Cook -- When you get done I want you to look at th is .  

Jolene Vidal - - There are 4 wind projects that started construction i n  20 1 4  so those are not 
on this informational sheet. 

Chairman Cook - - Started it before January 1 ,  201 5 ,  which is the i ntent of the bi l l .  

Chairman Cook recessed the committee meeting.  • 
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Explanation or reason for introduction of bill/resolution: 

Committee work. 

Minutes: II Attachment #1  

Chairman Cook opened the committee work on SB2037. 
Dale, you are going to explain the prod uction capacity formula ,  and Alan or J ustin ,  is to 
brief on the b i l l  aga in .  Jerry Lein  hasn't gotten back to me. Dale, let's start with you . 

Dale Niezwaag, Basin Electric Power Cooperative and also member of EmPower 
Commission -- Several th ings I wanted to walk through this morn ing .  F i rst of  a l l ,  just to 
bring everyone  u p  to speed on what we are doing with the tax rates that are out there now. 
For right now, what we are looking at, what's currently in law, are what started out in the 
early 2000's was a valuation method . So they took the value of the turb ine's and what you 
end up with is a h ig h  tax at the beg inn ing of the project and then ,  over time, as the value 
decreased the tax decreases , but there is a floor on that and you get to it about 14 years at 
35%.  Once you get  to 35% i t  does decreased anymore for the l ife. (Attachment #1) Dale 
walks throug h  the Comparison of Various Tax Rates and Scenarios chart. (meter 5 :20-
1 4 : 1 4) 

Senator Bekkedahl -- I n  the yearly change column,  the 3rd column from the right, where 
they do vary so m uch , even by year, is the largest s ingle factor i n  those changes the 
increases attributable to the local mi l l  rate values or why would a newer project at 1 1 /2%, 
that hasn't had the level of depreciation have that k ind of increase compared to one from 
2006? Is  it the m i l l  rates? 

Dale Niezwaag -- Yes. It would be the mi l l  rate. 

Senator Triplett -- That's a choice that the developers m ake when they decide where to 
locate one of these, right? I assume that they look at the county taxes and the county tax 
structure and what the m i l l  rates trad itional ly have been when they choose to locate. 

Dale Niezwaag -- Some wind folks i n  here would be able to answer th is d ifferently. I n  my 
opin ion ,  the b iggest factor going in is wind resource. Where can you get the best wind? I 
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th ink the tax portion would be a portion of your decision but the m ajor part of your decision 
is, where do I have the best wind resource to put the towers. 

Senator Bekkedahl -- To fol low up ,  isn't one of the factors where the g rid capacity was 
when it cou ld take on the power and ship it out as wel l .  (meter 1 5 : 50-1 6: 0 1 ) . 

Dale Niezwaag -- You've got to have the wind resource and how far are you away from an 
existing transmission l ine to do that. Then your  transmission capacity is up  there, and then 
your financial imput of taxes. 

Senator Dotzenrod -- On the first page columns, D,E & F, where it is shaded in at the top 
(Meter1 6 :37- 1 6:53) .  

Dale Niezwaag -- The m ix is the percentage going to the capacity rate and the percentage 
going to the p roduction rate. We were trying to find a normal leve l .  It varies. (meter1 7 : 1 0-
1 7 : 1 8) .  

Senator Dotzenrod -- Because there is qu ite a d ifference between  D & F on what the m ix 
is there (meter 1 7 :28-1 7 :42). 

Senator Laffen -- Do we have any idea how much of this current wind generation is 
actual ly used at retai l  level i n  North Dakota as opposed to going to, say, M innesota? Is 
most of this going out of our state or is it used here? 

Dale Niezwaag -- I don't have a percentage, off the top of my head . (meter 1 8 :06-1 8 : 1 6) .  

Alan Anderson, Department of Commerce -- I th ink Dale d id a g reat job  of explain ing 
how cha l leng i ng this was for us as a group and how complex it is .  I t  took a long time for us 
addressing a lot of these issues to even get up near the speed where we felt we had a 
good understand ing.  S B2037, the b i l l  itself, if you step back a m inute , it addresses 3 types 
of tax incentives for win d .  (meter 1 9 :20-22 :47) 

Chairman Cook -- I com mend you for what you have accomp l ished , the part of contention 
is, why the 4? What part of the law did they not understand when it says, on which 
construction is completed before January 1 ,  20 1 5, must be valued at 1 1 /2%. That's pretty 
clear that if it's not com pleted by January 1 ,  20 1 5, that that's not the tax pol icy. Why the 
special treatment for the 4? 

Alan Anderson -- In real ity it is a g race period .  There's no way about that. It was just a 
short window to help com panies transition . (meter 23:40-24:29).  

Senator Triplett - - Both you and Mr. N iezwaag have talked about how long this took and 
that you on ly j ust got it together at the end . I 'm just wondering when these documents were 
produced that have been presented to us th is morning. 

Dale Niezwaag -- Those were last summer. We put the basic documents together to give 
the comparison to the committee. 
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Senator Triplett -- But I don't th ink you ever d id g ive it to the com mittee, d id you? 

Dale Niezwaag -- To this committee? No,  these were internal documents that we used 
with the EmPower g roup to come up with that. But, no,  we d id not share those with any of 
g roups and the testimony to this point. 

Senator Triplett - - I don't mean this morn ing .  You d idn 't g ive it to the energy transmission 
and developm ent committee as an i nterim committee, you didn't g ive it to this committee 
when we first heard the hearing.  You j ust come with your  conclusions and say, this is the 
resu lt ,  pass it. I just have to say that this wou ld have been a m uch smoother  p rocess had 
you shared some of this data with the interim com mittee or even shared it with us at the 
beg inn ing .  I 'm  g lad to know that you didn't just put  this together last n ight but  that i t  actual ly 
formed the basis for your  decision making and it is usefu l i nformation and I thin k  it wi l l  help 
US.  

Dale Niezwaag -- I agree. (meter 25: 58-26:00) .  
M r. Chairman ,  to you r  question on why the 4 exemptions ,  there were a couple of them. A 
couple of them delayed on turbines. Some were delayed and d id n't get i n .  They others 
were perm itting and they got delayed . 

Senator Bekkedahl -- I n  hearing what Dale j ust said,  it struck a question with me: am I to 
assume then that these projects , without their delays , would have been in  production 
capacity before the 201 5 dead l ine. Is that what you are saying? 

Dale Niezwaag -- The anticipation was that they would have been in to get under the 
1 1 /2% rate and because of delays,  due to permitting or equ ip ment s ituations,  they got 
pushed out and  i nto the 4 production capacity rate. 

Chairman Cook -- Thank you ,  Dale, and thank you ,  Alan .  We wil l  wait to hear from Jerry 
Lein ,  if we can .  J ustin printed out this for us . Mr. Dever, wi l l  you explain where this came 
from and explain that this is real ly not a reflection of retai l  sales in North Dakota, l ike it is we 
are supposed to m easure for our wind power goals. 

Justin Dever -- The information that was provided actual ly came from the Energy 
I nformation  Admin istration ,  part of the federal government. I t  states that in  20 1 3 , 79% of 
North Dakota's net e lectricity generation  came from coa l ,  almost 1 6% came from wind 
energy, and about 5% came from conventional hydroelectric power sources. You are 
correct, M r. Chairman ,  that this does not represent retai l  sales in  the state. This just 
represents p roduction.  Of al l  of the electricity produced in the state, this is how it is broken 
down . 

Senator Latten -- I s  it even possib le to break down retai l  sales and know where the power 
comes from? 

Justin Dever -- I bel ieve that's the i nformation that the pub l ic  service com mission is  
working o n .  I n  add ition to the 1 0% voluntary goal that is in  statute, the legislature also 
adopted the 25x25 i n itiative. That's in chapter 1 7-01 of the century code and that is in  
support of the national  goal of 25% renewable by 2025 .  That was adopted in  2007. 
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Chairman Cook -- We wi l l  set this one aside. • 

• 
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Committee work. 

Minutes: chment #1 , #2 

Chairman Cook opened the committee work on S82037. 
Al l  of you should have this l ittle packet that came from Jerry Lein .  (Attachment #1) 
It basical ly takes us through 20 1 2  and 201 3 and he has an ind ividual  graph for each year 
where he breaks it out by uti l ity company. So that shows where we are at as far as 
renewable energy as a percent of reta i l  sales . These are some amendments that I wou ld 
l ike you to consider. John ,  do you have a copy of the amendments for 2037? 

Senator Unruh -- In front of the committee, we've amendments to S82037. (Attachment 
#2) (meter 3 : 09-3 : 35) .  There were a couple of d ifferent goals,  the first one was to address 
the taxation regard ing property taxes for wind turbine electric generators. The second goal 
was to a lso put on production capacity any future wind projects moving forward from this 
point. 

John Walstad, Legislative Council -- Not for or against. The amendment, is a hog 
house amendment, considerably shorter than the document you've been examining . Not 
necessari ly less compl icated . The fi rst section is the section that you have been examining 
and struggl ing with on wind generators and the various t ime frames and assessment ratios 
that apply to those kinds of properties. The newly underscored subsection 2 takes a 
d ifferent approach going forward . And that is that those u n its, hundred ki lowatts or more, 
construction com pleted after 20 1 4 ,  or purchase power agreement entered or renewed after 
201 4 ,  or purchased by a company subject to central assessment after 2014 .  All 3 of those 
things trigger a d ifferent method of tax and that method is determined as provided in 
subsection 1 of 57-33 .02-04 . I hate using numbers because then you have to go find some 
other th ing to read , but that is the method you were d iscussing about the 2 factor 
generation capacity tax that appl ies to non-central ly assessed properties. And any 
associated admin istrative provisions that are in that chapter. I spent some time talking with 
the tax department experts and they revenue col lected under this method would be 
al located among pol itical subd ivisions, basically in the same manner as the assessed 
property tax under the first part of this section for existing generation.  
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Chairman Cook -- Why do you make that point? Is there another way it could be done? 

John Walstad -- No,  I just wanted to make sure that by making a reference to that other 
chapter I was not changing where the money goes that comes from those un its. The 
second section ,  legislative management study, and then the th i rd sect ion ,  reports by the 
PSC of the information that Jerry Lein  provided on the state objective for sales of energy i n  
the state from recycled or renewable sources and then a comparison in  addition to that 
information that Mr. Lein  provided to ind icate how much of that sort of energy is produced 
in North Dakota , which could be compared to the number sold at retai l  to determine how 
much of that renewab le electricity is leaving the state. 

Senator Unruh -- I feel  l ike it would be appropriate just to point out a couple of things that 
the amendments do  not do.  They do look at the property tax methodology of wind 
generators, but sections that would remain the same i n  the b i l l ,  the sa les tax exemption 
would sti l l  be effective through June 30 of 20 1 7  and that code would remain the same 
because anything beyond section 5 of the b i l l  i n  its orig ina l  form has been removed . 
Section 4 of the orig ina l  b i l l  is a lso removed . I saw these amendments as some middle 
ground here. If we d idn 't pass th is b i l l ,  some of the things that a re staying the same would 
have stayed the same but the big th ing would be the reverting some of these projects to the 
1 0% rate which I d idn 't think was fai r. 

Senator Bekkedahl -- Mr. Walstad , can you just walk me through ,  under section 1 ,  number 
1 ,  and how that is d ifferent from section 1 b , other than the date of after J une 30, 2006. 
(meter 1 2 : 33-1 2 : 34) 

John Walstad -- The thing that is now designated as b is an exception to that above 
statement (meter 1 3 :09) 

Chairman Cook - - I wanted you to take sections 1 ,  2 & 3 and make it s impler and you 've 
done that. 

John Walstad -- And it also doesn't matter if you choose to opt- in to 33 .2  or not. 

Chairman Cook -- And the opt- in clause is sti l l  going to be al lowed to expi re December 3 1 ,  
20 16 .  

Senator Dotzenrod -- I f  we adopt these amendments, these hog house amendments 
(meter14 : 30-1 5 :54) 

Chairman Cook -- We needed that defin ition because of the opt- in cond ition in the bi l l  that 
they were trying to get. I don't bel ieve that we need it now. 

Senator Dotzenrod -- Section 4 of the b i l l .  (meter1 6:08- 16 :34) 

Senator Oehlke -- I know Senator Unruh mentioned that they sales tax exemption is sti l l  
there but this looks l ike the complete new bi l l .  It looks l ike this can j ust go away. 

• 

• 
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Senator Unruh -- The reason that the sales tax exemptions stay i n  p lace is because 
section 5 of the orig inal  b i l l  s imply just struck out the sunset clause for that. If we pass the 
hog house amendments, that sunset clause would stay in place but that sunset doesn't go 
into effect unt i l  J une 30,  20 1 7 . They would be al lowed those sales tax exemptions through ,  
basically, after next session .  

Chairman Cook - - Senator Dotzen rod -- Your question ,  the tax cred it sunsets January 1 ,  
20 1 5 . Section 4 was in  there to g ive that tax cred it for 2 year  extension for the 4 
companies that were trying to be grandfathered in  here .  

Senator Dotzenrod -- My impression was that these 4 compan ies that we've been talking 
about had made some commitments and had started the p rocess. (meter1 8 :52- 1 9 : 1 4) 

Chairman Cook - Senator Dotzen rod , that's the b ig d ifference right here ,  right now. 
Current laws in p lace , those completed before 201 5 get th is rate and those after, get the 
other rate . That's the whole question is the 4 .  

Senator Dotzenrod -- If it's reasonable to  be talk ing about those 4 ,  I th ink that they 
responded to the sig nals that we were send ing and they were looking at the law and feel ing 
that they could make these dates and then there were some ci rcumstances they couldn't 
control ( 1 9 : 00-20 :30) .  

Chairman Cook -- But they wi l l  get the sales tax. 

Senator Oehlke -- We can probably j ust look at the 2 columns ,  either the 1 1 /2 or 3, and 
that's our numbers then on this sheet here. Does that make sense? 

Chairman Cook -- No. For which one are you talking about? Section 2 of the bil l  puts them 
al l  going forward into 57-33.2-04 . That's column D. Do you want some time to study the 
amendments? 

Senator Laffen -- I need a l ittle more clarification on the 4 wind generation projects that we 
were talk ing about in  this amendment. Are they being al lowed the old ru le or are we 
imposing a larger tax now on them? 

Chairman Cook -- Senator Laffen,  that is what this is all about, how they want to get 
hand led . If you look at current law, some would go to 1 0% and some would go to the 
production capacity , which is roughly 4 1 /2 .  

Senator Laffen -- I was thinking that was much b roader than that, so th is  is just for these 
4? 

Chairman Cook -- That's what the bil l  is  for. 

Senator Unruh -- For everything moving forward . Those 4 that are under construction and 
everything moving forward . 
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Senator Triplett -- If I 'm reading it correctly, for even existing ones, if they enter into a new 

• agreement i n  the future or  if sold from one party to another. The idea is that as time rol ls 
on ,  we wil l  eventual ly get to a p lace where they are al l  being taxed the same. 

Chairman Cook -- If you a re a l l  comfortable, we can take this up .  I f  you  are not, we can sit 
it aside unti l  Monday morn ing .  

Senator Dotzenrod - - Can I ask for more clarification? I 'm try ing to understand , section 5 ,  
those are the sales tax provisions and  they have dates in them right now that the b i l l  would 
have struck out. The intention of the bi l l  was that these would become permanent. (meter 
24 : 1 7-24 :35) .  

Chairman Cook -- And everything in  the bi l l  for the coal is  gone.  And hopefu l ly we can 
pass this out and send it over to the House and everybody wi l l  have another shot at it . 

Senator Bekkedahl -- To fol low up, on page 7,  then the sales tax exem ption for power 
p lant construction and repowering equ ipment and oi l  refinery and gas processing plant, 
that's all gone, or stays? 

Chairman Cook -- Current law stays . 

Senator Dotzenrod -- The only issue that I see left is section 4 .  (meter 25 :43-25 :58) .  

Chairman Cook -- And what is your issue? 

Senator Dotzenrod -- Isn 't this very s imi lar to the b i l l  we had on the floor, that Wanzek b i l l .  
(meter 26: 05-26 :27) .  

Chairman Cook -- I th ink this was i n  that bi l l  but there was someth ing else in  the b i l l  and 
that's what he wanted to get passed . 

Senator Dotzenrod -- I know there was another feature of the b i l l  that had someth ing to do 
with the way that the d istribution to the investors of the credits went. 

Chairman Cook -- That's what it was. 

Senator Unruh -- I would move amendments 1 5 .0241 .01 003 to SB2037. 

Seconded by Senator Bekkedahl. 

Chairman Cook -- Are you comfortable? Discussion? 

Voice vote on SB2037, to adopt amendment. Motion passed . 

We have before us SB2037, as amended .  

Senator Dotzenrod -- Would a motion to further amend be in  order? • 
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Chairman Cook -- Do you have the amendments? 

Senator Dotzenrod -- I don't have the amendments prepared . 

Chairman Cook -- What do you want to do? 

Senator Dotzenrod -- I would l ike to add section 4 back to the b i l l .  

Senator Triplett seconded . 

Chairman Cook -- We have a motion and a second to add section 4 back into the b i l l .  

Senator Dotzenrod -- My motivation here is that I th ink we, as a legislature and the 
pol icies we have , we entice people to feel that they could invest and have this law that they 
could meet these dead l ines and one thing or another happens and they d idn't. I thought 
that we , as a m atter of good faith with those people that made those commitments, ought to 
make some attem pt if we cou ld make it work for them . (meter 28 : 53-29: 1 8) .  

Voice vote on a further amendment to put section 4 back in the bill. Motion passed. 

We have before us 882037 

Senator Unruh moves a do pass on SB2037, as amended, as amended. 

Seconded by Senator Laffen. 

Rol l  cal l  on do  pass, as amended, 882037. 7-0 . 

Carrier: Senator Unruh. 
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Prepared by the Legislative Council staff for 
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2037 

Page 1, line 1, after "A Bl LL" replace the remainder of the bill with "for an Act to amend and 
reenact section 57-06-14.1 of the Nth Dakota Century Code, relating to taxation of 
wind turbine electric generation unit ; to provide for a legislative management study; to 
provide for a report; and to provide n effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-06-14.1 of the North Dakota Century 
Code is amended and reenacted as follows : 

57-06-14.1 . Taxable valuatioFlTaxation of centrally assessed wind turbine 
electric generators. 

i A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more on which 
construction is completed before January 1, 2015 , must be valued at three 
percent of assessed value to determine taxable valuation of the property 
except: 

4-:- a. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, for 
wh ich a purchased power agreement was executed after April 30, 
2005, and before January 1, 2006, and construction was completed 
after April 30, 2005 , and before July 1, 2006, must be valued at one 
and one-half percent of assessed value to determine taxable valuation 
of the property for the duration of the initial purchased power 
agreement for the generation unit; and 

&. Q,_ A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, on 
which construction is completed after June 30, 2006, and before 
January 1, 2015, must be va lued at one and one-half percent of 
assessed value to determine taxable valuation of the property. 

£ A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more, on wh ich 
construction is completed after December 31, 2014; for which a purchased 
power agreement is entered or renewed after December 31 , 2014; or 
wh ich is purchased by a company subject to taxation under this chapter 
after December 31 . 2014, is subject to taxes in lieu of property taxes, to be 
determined as provided in subsection 1 of section 57-33.2-04 and subject 
to any associated administrative provisions of chapter 57-33 .2. 

SECTION 2. LEGISLATIVE MANAGEMENT STUDY - WIND GENERATION 
TAXATION. During the 2015-16 interim, the legislative management shall consider 
studying wind generation taxation , including analysis of property, generation , sales, and 
income tax application and equity within the industry. The legislative management shall 
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report its findings and recommendations, together with any leg islation necessary to 
implement the recommendations, to the sixty-fifth legislative assembly. 

SECTION 3. REPORTS BY P U BLIC S E RVICE COM M I S S I O N .  At least once in 
each year of the 201 5-1 6 interim, the public service commission shall present a report 
to the interim committee designated by the legislative management on the most current 
information available on the status of retai l sales of electricity in the state meeting or 
exceeding the state renewable and recycled energy  objective established in section 
49-02-28 and a comparison of the amount of renewable and recycled energy produced 
in the state with the amount sold at retai l in the state. 

SECTION 4. EFFECTIVE DATE. Section 1 of this Act is effective for taxable years 
beginning after  December 31 , 201 4 . "  

Renumber accordingly 
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Adopted by the Finance and Taxation 
Committee 

February 18, 2015 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2037 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact section 57-06-14.1, and subsection 1 of section 57-38-01.8 of the North 
Dakota Century Code, relating to taxation of wind turbine electric generation units and 
an income tax credit for installation of geothermal, solar, wind, or biomass energy 
devices; to provide for a legislative management study; to provide for a report; and to 
provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-06-14.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-06-14.1. Taxable 'laluationTaxation of centrally assessed wind turbine 
electric generators . 

.L A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more on which 
construction is completed before January 1, 2015, must be valued at three 
percent of assessed value to determine taxable valuation of the property 
except: 

4:- a. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, for 
which a purchased power agreement was executed after April 30, 
2005, and before January 1, 2006, and construction was completed 
after April 30, 2005, and before July 1, 2006, must be valued at one 
and one-half percent of assessed value to determine taxable valuation 
of the property for the duration of the initial purchased power 
agreement for the generation unit; and 

&.- b. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, on 
which construction is completed after June 30, 2006, and before 
January 1, 2015, must be valued at one and one-half percent of 
assessed value to determine taxable valuation of the property. 

2. A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more, on which 
construction is completed after December 31 . 2014; for which a purchased 
power agreement is entered or renewed after December 31. 2014; or 
which is purchased by a company subject to taxation under this chapter 
after December 31 , 2014. is subject to taxes in lieu of property taxes. to be 
determined as provided in subsection 1 of section 57-33.2-04 and subject 
to any associated administrative provisions of chapter 57-33.2. 

SECTION 2. AMENDMENT. Subsection 1 of section 57-38-01 .8 of the North 
Dakota Century Code is amended and reenacted as follows: 
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1. A taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar,.wffia, or biomass 
energy device installed before January 1, 2015, in a building or on property 
owned or leased by the taxpayer in North Dakota. A wind energy device on 
which construction was commenced before January 1, 2015, and which is 
installed before January 1, 2017, is eligible for the credit provided in this 
section. The credit provided in this section for a device installed before 
January 1, 2001, must be in an amount equal to five percent per year for 
three years, and for a device installed after December 31, 2000, must be in 
an amount equal to three percent per year for five years of the actual cost 
of acquisition and installation of the geothermal, solar, wind, or biomass 
energy device and must be subtracted from any income tax liability of the 
taxpayer as determined pursuant to the provisions of this chapter. 

SECTION 3. LEGISLATIVE MANAGEMENT STUDY - WIND GENERATION 
TAXATION. During the 2015-16 interim, the legislatlve management shall consider 
studying wind generation taxation, including analysis of property, generation, sales, and 
income tax application and equity within the industry. The legislative management shall 
report its findings and recommendations, together with any legislation necessary to 
implement the recommendations, to the sixty-fifth legislative assembly. 

SECTION 4. REPORTS BY PUBLIC SERVICE COMMISSION. At least once in 
each year of the 2015-16 interim, the public service commission shall present a report 
to the interim committee designated by the legislative management on the most current 
information available on the status of retail sales of electricity in the state meeting or 
exceeding the state renewable and recycled energy objective established in section 
49-02-28 and a comparison of the amount of renewable and recycled energy produced 
in the state with the amount sold at retail in the state. 

SECTION 5. EFFECTIVE DATE. Sections 1 and 2 of this Act are effective for 
taxable years beginning after December 31, 2014." 

Renumber accordingly 
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REPORT OF STANDING COMMITTEE 
SB 2037: 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 2037 was placed on the 
Sixth order on the calendar. 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact section 57-06-14.1, and subsection 1 of section 57-38-01 .8 of the North 
Dakota Century Code, relating to taxation of wind turbine electric generation units 
and an income tax credit for installation of geothermal, solar, wind , or biomass 
energy devices; to provide for a legislative management study; to provide for a 
report; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-06-14.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-06-14.1. Taxable \'aluationTaxation of centrally assessed wind turbine 
electric generators . 

.i. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more on 
which construction is completed before January 1, 2015, must be valued 
at three percent of assessed value to determine taxable valuation of the 
property except: 

4-:- a. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, for 
which a purchased power agreement was exe.cuted after April 30, 
2005, and before January 1, 2006, and construction was completed 
after April 30, 2005, and before July 1, 2006, must be valued at one 
and one-half percent of assessed value to determine taxable 
valuation of the property for the duration of the initial purchased 
power agreement for the generation unit; and 

2-... b. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, on 
which construction is completed after June 30, 2006, and before 
January 1, 2015, must be valued at one and one-half percent of 
assessed value to determine taxable valuation of the property. 

2. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more. on 
which construction is completed after December 31. 2014; for which a 
purchased power agreement is entered or renewed after December 31, 
2014; or which is purchased by a company subject to taxation under this 
chapter after December 31. 2014. is subject to taxes in lieu of property 
taxes, to be determined as provided in subsection 1 of section 
57-33.2-04 and subject to any associated administrative provisions of 
chapter 57-33.2. 

SECTION 2. AMENDMENT. Subsection 1 of section 57-38-01.8 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. A taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar,wif!G, or biomass 
energy device installed before January 1, 2015, in a building or on 
property owned or leased by the taxpayer in North Dakota. A wind energy 
device on which construction was commenced before January 1, 2015. 

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_33_025 
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and which is installed before January 1. 2017. is eligible for the credit 
provided in this section. The credit provided in this section for a device 
installed before January 1, 2001 , must be in an amount equal to five 
percent per year for three years, and for a device installed after 
December 31, 2000, must be in an amount equal to three percent per 
year for five years of the actual cost of acquisition and installation of the 
geothermal, solar, wind, or biomass energy device and must be 
subtracted from any income tax liability of the taxpayer as determined 
pursuant to the provisions of this chapter. · 

SECTION 3. LEGISLATIVE MANAGEMENT STUDY - WIND GENERATION 
TAXATION. During the 2015-16 interim, the legislative management shall consider 
studying wind generation taxation, including analysis of property, generation, sales, 
and income tax application and equity within the industry. The legislative 
management shall report its findings and recommendations, together with any 
legislation necessary to implement the recommendations, to the sixty-fifth legislative 
assembly. 

SECTION 4. REPORTS BY PUBLIC SERVICE COMMISSION. At least once in 
each year of the 2015-16 interim, the public service commission shall present a 
report to the interim committee designated by the legislative management on the 
most current information available on the status of retail sales of electricity in the 
state meeting or exceeding the state renewable and recycled energy objective 
established in section 49-02-28 and a comparison of the amount of renewable and 
recycled energy produced in the state with the amount sold at retail in the state. 

SECTION 5. EFFECTIVE DATE. Sections 1 and 2 of this Act are effective for 
taxable years beginning after December 31, 2014." 

Renumber accordingly 
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2015 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

SB 2037 
3/1 6/201 5  

24869 

D Subcommittee 
D Conference Committee 

Comm ittee Clerk Signature 

Explanation or reason for introduction of bill/resolution: 

A bi l l  relating to taxation of wind turbine electric generation un its and an income tax cred it 
for instal lation of geothermal ,  solar, wind , or b iomass energy devices. 

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

Chairman Headland: Opened hearing. 

Emily Thompson, Legislative Council: I ntroduced bi l l .  This b i l l  was b rought forth during 
the interim by the Empower Commission .  As orig inal ly introduced SB 2037 contained 
sections p rovid ing for an increase in property tax valuation on wind generation un its 
commenced before January 1 ,  201 5 and completed before January 1 ,  20 1 7  from 1 .5% to 
3%. A g race period for the income tax cred it relating to those wind towers provis ions to 
remove the sunset on the sales tax exemption for wind powered electrical generation 
faci l ities and p rovisions to remove the $5 mi l l ion cap on the sales and use tax exemption 
for new coa l  m ines located in  the state. Fol lowing review from the senate finance and 
taxation com mittee the senate amended the b i l l  as introd uced into the b i l l  you see before 
you today. The engrossed version of 2037 in section one it re lates to the taxation of 
centra l ly assessed wind tu rbine electric generators . They are genera l ly valued at 3% of 
assessed value to determine taxable value except for the two instances when it would be 
valued at 1 . 5% assessed value. There was add itional  language added i n  the b i l l  noting that 
a centrally assessed wind tu rbine electric generation un it with a nameplate generation 
capacity of 1 00 ki lowatts or more on which construction is com pleted after December 31 , 
20 1 4  and for which a purchase power agreement is entered into or  renewed after 
December 3 1 , 20 1 4  or which is purchased by a company subject to tax under this chapter 
after December 3 1 , 20 1 4  subject to tax in l ieu of p roperty taxes to be determined as 
provided in subsection one of section 57 .33 .2-04 and is also subject to any of the 
admin istration p rovisions provided for in that chapter. 

Chairman Headland: Could you explain what that tax is? 

Emily Thompson: That tax is on the actual  d istribution rather  than the in  l ieu property tax. 
It would be placing those items to be taxed in that chapter. 
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Chairman Headland: What is the rate of that tax? 

Emily Thompson: The general  calculation was determined to be rough ly an  equ ivalent of 
4 .5% tax when compared to how it was taxed previously but it is n ot techn ical ly a rate of 
4 .5% in statute. Section two of the bi l l  extends the income tax credit ava i lable for i nsta l l i ng 
wind energy devices . U nder current law to receive the cred it the wind energy device must 
have been instal led prior to January 1 ,  201 5 .  The bi l l  as introd uced extended this to be 
avai lab le for a wind energy device on which construction was commenced before January 
1 ,  201 5 and is instal led before January 1 ,  201 7 .  That language was not amended . Section 
three of the bil l pertains to a legis lative management study of wind generation taxation . It 
instructs that during the 201 5-1 6 i nterim leg is lative management sha l l  consider studying 
wind generation taxation and this is to include analysis of property, generation ,  sales, and 
income tax appl ication and equ ity with in that industry. Section four provides for 
presentation of a report by the publ ic service commission to an  interim committee that is 
designated by legislative management. The report must be presented at least once each 
year of the 201 5- 1 6  i nterim .  It m ust conta in the most current i nformation avai lable on the 
status of reta i l  sales of e lectricity in the state that are meeting or exceeding the state 
renewable and recycled energy objectives. The report must also inc lude a comparison of 
the amount of renewable and recycled energy produced in the state along with the amount 
sold at retai l  i n  the state. 

Chairman Headland: Are you fam i l iar with the bi l l  that the house passed in the first half 
over to the senate for a tax cred it for geothermal ,  solar, and wind? 

Emily Thompson: I don't have that b i l l  in front of me. 

Representative Kading: I s  there a reason you chose 1 00 k i lowatts? 

Emily Thompson: It is currently in statute. I don't recal l  why that n umber was chosen or 
why that threshold exists . 

Chairman Headland: We wil l  take support .  

Alan Anderson, Commissioner for North Dakota Department of Commerce: 
Distributed testimony. See attachment #1 . Mr. Anderson a lso d istributed proposed 
amendments . See attachment #2 . 

Chairman Headland: Can you provide the committee with information  that would show us 
the time from the first purchase power agreement to the last pu rchase power agreement so 
we can see the extent of what 20 years would mean to us? 

Alan Anderson: I bel ieve Mr. Boehm has that information for you and he wi l l  be testifying 
soon.  

Representative Steiner: How did you get the 4.5%? 

Alan Anderson: When you compare against the other ind ustries the 4 .5% is level playing 
field and so anyth ing you do better than that is truly an incentive to the industry. 
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Chairman Headland: Further testimony i n  support? 

Don Boehm, Basin Electric Power Cooperative: Distributed testimony. See attachment 
#3. The first sheet dated March 1 3 , 20 1 5  is a comparison of the various tax rates currently 
in effect today. The com parison involves a 1 50 megawatt wind project with a capital cost of 
$2 m i l l ion per megawatts and generating in a capacity of 45% placed into service as of 
January 1 ,  20 1 5 . A l ife of 25 years was used to determine the total property taxes paid 
over the l ife of the wind project. The 20 1 3  Ward Cou nty mi l l  rate of 1 7 1 m i l ls was also used 
in the comparison .  At the top of each column you see a letter which is used to reference 
each column and the tax rate used to determine the total taxes paid . Columns a-c are the 
taxes associated with the determination of the fai r  market va lue using a 1 0%, 3%, and 
1 . 5% taxable value as noted under chapter 5706. Ten percent is the taxable value 
percentage appl ied to all industrial and commercial property in  the state . The three percent 
and one and a half percent are the taxable va lue percentages appl ied to al l  existing wind 
projects in the state. Column d is the existing production capacity tax method under 
chapter 5733 . 2 .  This method is appl ied to all wind projects owned by cooperatives and 
those entities subject to taxation under 5706 that have opted in to be taxed under 5733 .2 .  
Column e is the same methodolog ies as column a-c with the exception of uti l izing a 4 .5% 
taxable value. As you can see the tota l tax paid under column d and e are relatively close. 
Columns f and g used the same capacity and prod uction rates that are appl ied to non-coal ,  
non-wind projects and coal conversion faci l ities respectively. The total tax paid by a non­
coal and non-wind facil ity is close to the total tax paid under column d. A coal conversion 
faci l ity has a g reater megawatt capacity and prod uction percentage is generally in  the 85-
90% range thus resu lting in much higher taxes paid . Columns h-j are comparisons with the 
neighboring states of South Dakota , Minnesota , and Montana.  South Dakota is the reason 
for this comparison sheet to be updated March 1 3 , 20 1 5 . SB 1 80 was sig ned by the South 
Dakota governor last Friday and the b i l l  red uced the existing capacity production rates to 
be more competitive with North Dakota and Minnesota . The second page is a l isting of al l  
existing wind projects with i n  the state of North Dakota . I t  is arranged by the year in which 
each wind project was put into service . The yel low h igh l ighted sections compare the tax 
paid by the p roject in  20 1 3  versus the tax if they opt in rate under 5733 .2  also used for new 
projects under column f on the previous page. The tax paid under the opt in rates would 
increase for each project from a low of 4% to a high of 209 percent. 

Julie Voeck, Director of Legislative and Regulatory Affairs with NextEra Energy 
Resources: Distributed testimony. See attachment #4 . (Ended testimony at 30 :24) 

Chairman Headland: I understand where the 20 years comes from but I think there is 
some feel ing of extending the tax out to 2031 for one of your  last projects . This is a l ittle bit 
longer than some are wi l l ing to go. I s  there someth ing less than 20 years that would be 
workable? 

Julie Voeck: We are advocating the 20 years. Under the current rules which provide the 
current rates for the in it ial term of the power purchase agreements , that is now 20-25 years; 
by shorten ing that t ime period the tax increase would h it us earl ier. We have projected 
what our reven ues and expenses would be and we pledge to the lenders to repay the 
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dol lars that we finance so that would impact our abi l ity to meet the req u i rements in those 
agreements with our lenders.  

Representative Steiner: When the projects were fi rst developed i n  2006 what was the 
incentive promised at? Was there a five year sunset on that? 

Julie Voeck: I 'm not sure .  I wasn't involved in  that. 

Representative Steiner: When you went i nto this project you knew it was 20 years but 
what was the incentive promised by the state? 

Julie Voeck: The projects that we have here were on the tax rate of 1 . 5% valuation and 
that was part of a l l  the th ings we look at when we develop a project. We look at what are 
the overal l  costs for the project .  When we finance the project we used that as a basis of 
our financing . 

Representative Schneider: You l isted the entities that support this approach. Are there 
any entities that are opposing it? Did the senate have the benefit of you r  testimony and 
recommendations for changes? 

Julie Voeck: I 'm not aware of any companies that are opposing th is .  I bel ieve we l isted 
the compan ies with wind interests. When this bi l l  was on the senate s ide it d id n't exist i n  
th is form and this proposal was not out there so  this testimony was not p resented on the 
senate side. 

Chairman Headland: Does NextEra have any projects on the d rawing board that would be 
starting at the 4.5 percent? 

Julie Voeck: We recently s igned a purchase power agreement with Basin E lectric to bu i ld 
a wind project i n  Dickinson County and we expect that it wil l  be on the new 4 . 5% rate. It's 
not el igib le for any of the other rates so that project wi l l  be under th is rate . 

Chairman Headland: The 4 .5% is a fai r  and is not going to p reclude the projects going 
forward? 

Julie Voeck: I n  this case right now the economics work for us .  It's hard to pred ict going 
forward how the markets wi l l  change but I bel ieve the information that Don Boehm 
presented is North Dakota is sti l l  competitive with the neighboring states. 

Representative Strinden: Are you presenting th is alternative because th is is ideal ly what 
the industry wants or is it a compromise to the b i l l  that you don't l ike i n  th is form now? 

Julie Voeck: We are p resenting this testimony in response to the senate b i l l  that is before 
us. It has been developed very qu ickly over the last couple of weeks based on the 
changes that took place in the senate. We bel ieve that add it ional t ime to relook at the 
bigger picture down the road could be beneficial . Based on the time frame and what we 
had before us we thought th is was a good compromise. 
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Representative Strinden: If you had to choose between the law as it stands now without 
this b i l l  or th is p lan ,  which one wou ld you prefer? 

Julie Voeck: That is a question that wi l l  take some pondering .  At this stage where we' re 
at it's certain ly an  improvement over what's proposed and g iven the d i rection that the state 
is going NextEra wants to be a company that. . .  

Chairman Headland: We set the tax pol icy and we don't re ly on industry to come in and 
set it. That was k ind of a loaded question .  

Representative Strinden: I d idn't mean it to be a loaded questio n .  My question is that 
sometimes we get i nto so many amendments that we get away from the orig inal  intent and 
the b i l l  isn 't solving the problem it meant to solve in  the first p lace. I just wanted to make 
sure we weren 't go ing down that road . 

David Streyle, North American Coal: With or without this amendment the $5 mi l l ion cap 
for open ing a new coal m ine that was debated two sessions ago is sti l l  in place. We don't 
intend to remove that cap as the b i l l  is in  p lace right now and this amendment would not 
change that. M r. Streyle referred to the proposed amendments that were previously 
d istributed . The reason these amendments are being proposed is to define producing coal .  
Through our p rocess of opening a new coal m ine we found that p roducing coa l included al l  
the necessary incidental reclamation of that location wh ich is l isted on the back of the bi l l  in 
section 4a.  We've addressed the concerns with the tax department and have come up with 
this as a compromise. I made a small error on the bottom of page 1 section 3 subsection 3, 
so if you wou ld remove the words "directly or" .  We are not trying to take advantage of any 
interest that is due back to us;  we don't want to open that can of worms and it wasn't our 
intent. 

Mark Nisbet, Xcel Energy: We were looking to move towards the p rojects that were taxed 
d ifferently depending on th ings such as the company that owns them and the years they 
were put i nto service . Th is wi l l  eventual ly move everybody to that 4 .5% equ ivalency rate . I 
bel ieve th is b i l l  is an important step in mainta in ing an a l l  of the above energy strategy. 
Uti l it ies depend on generation from the mix of trad itional fossi l  fuels and renewable 
sources . Diversity and energy generation is important to p rotect consumers from resource 
market fluctuations and other constraints. Xcel Energy has contracts and work started on 
projects that wi l l  i nvest over $600 mi l l ion in energy projects in  North Dakota because of 
these incentives that were in  place. Industries coming together to propose a b i l l  that would 
be good for the whole rather than fighting to protect our separate interests is a much better 
th ing .  I u rge consideration of these amendments and a do pass on SB 2037. 

Representative Trottier: Does raising it from 1 . 5% to 4.5% affect the cost? 

Mark Nisbet : Yes it affects the cost. We are a regu lated uti l ity. A tax incentive would be 
good for our  customers for the business but at 4 .5% that equ ivalency is sti l l  competitive as 
we're seeing with South Dakota and Minnesota . 

Chairman Headland: One and half percent is a property tax and 4 .5% is a production tax 
in l ieu of property tax. 
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Betsy Engelking, Vice President of Geronimo Energy: Distributed testimony. See 
attachment #5. (Ended testimony at 49:00) 

Chairman Headland: You've got some interesting aspects of your project wherein you 
share profits with landowners even though they don't host a turb ine .  Do the ones that host 
the turbine receive an annual payment? 

Betsy Engelking: Yes , we have both turbine payments and per acre payments. If you 
host a turbine you' l l  get a turbine payment and a per acre payment. If you don't host a 
turbine you get your per acre payment. 

Carlee Mcleod, Utilities Shareholders North Dakota: If you passed nothing regard ing 
this tax the percentage rate for wind property tax wil l  not exist for i nvestor owned uti l ities. 
5706 is the chapter that has the property tax rate in for wind for public uti l ities . It is set at 
3% right now but that would go away. The 4.5% rate stays in a d ifferent chapter of law but 
al l  the other projects under the investor owned util ities chapter wou ld be taxed as genera l  
commercial property which would be at  a 1 0% rate . There would be a large imbalance 
between the investor owned uti l ities and the cooperatives and a l l  other winds generators i n  
the state. I would hope you wil l  not let that imbalance happen .  

Jeff Mitchell, wind farm owner in Stutsman County: I am i nvested a nd have land in  it. 
Turbines are expected to be put on some of our property. Its farmer friendly, landowner 
friend ly, and everybody in  the footprint gets someth ing;  nobody is left out. It's another way 
to earn some income on my farm. 

Robert Harms, Tradewind Energy: Distributed testimony. See attachment #6 . Mr. 
Harms a lso d istributed proposed amendments. See attachment #7 . (Ended testimony at 
57 : 35) 

Chairman Headland: There's been a purchase power agreement sig ned . If you knew you 
were going to be bu i ld ing a plant why wou ld n't you have been active in  the Empower 
Commission? 

Robert Harms: The purchase agreement signed between  the land developers and 
Tradewind was executed last fa l l  wel l  after the Empower process had been completed . 
The project was bought by Tradewind on ly last fa l l  then they sig ned a power purchase 
agreement with Basin sometime after that. 

Chairman Headland: I s  there further testimony in  support? Is  there a ny opposition? 

Representative Froseth: With these amendments the fiscal note wou ld change 
considerably. Do we need a new fiscal note? 

Chairman Headland: If the amendments are adopted we wi l l  be p rovided with one. 

Representative Froseth: Is it possible to get a new fiscal note before we act on the 
amendments? 

• 
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Chairman Headland: I don't know that we can get an  official one but we can get the 
information certa in ly. Are there any questions for the tax department? We wil l  close the 
hearing on SB 2037 . 
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Finance and Taxation Committee 
Fort Totten Room,  State Capitol 

SB 2037 
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D Subcommittee 
D Conference Committee 

Comm ittee Clerk Signature 

Explanation or reason for introduction of bill/resolution: 

A bi l l  relat ing to taxation of wind turbine electric generation un its and an income tax cred it 
for instal lation of geothermal ,  solar, wind , or biomass energy devices.  

Minutes: Attachment amendment #1 

Chairman Headland: Distributed proposed amendments . See attachment #1 . This is the 
amendment that commerce brought so I just had Leg islative Counci l  red raft it. Does 
everybody understand what they a re doing here? 

Representative Klein: Are we looking at the ones dated March 1 7? 

Chairman Headland: Yes .  It's the 0200 1 vers ion .  If we have techn ica l questions the tax 
department is here .  It's going to give them 20 years of thei r  cu rrent tax structure for 
property tax before they switch to the in  l ieu ;  the 4 .5  percent. 

Representative Klein: After 20 years they wi l l  a l l  be on the same basis and that's what 
we're try ing to work with? 

Chairman Headland: That is correct. Twenty years from the t ime they were first 
assessed . One of the early wind farms wil l  come off and switch to the production tax 
sooner than one of the last ones. The last one wi l l  be moving to the production tax i n  2031 . 

Representative Klein: Are we picking up the amendments from both the g roups that were 
in  here includ ing the ones that came in later? 

Chairman Headland: We'l l  add ress those separately. 

Representative Hatlestad: Made a motion to adopt the amendments 1 5.0241 .02001 . 

Representative Dockter: Seconded. 

Representative Strinden: Could somebody expla in what we are adding back in for the 
coa l industry? 
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Chairman Headland: We currently al low for the sales tax exemption . The tax department 
• l imited it to anything that had to do with the production of coa l .  The industry is  asking us to 

al low it for other equipment that isn't d i rectly deal ing with the prod uction of coal but also 
indirectly so they can use it for motor graders or th ings of that sort. We have someone 
here from the tax department if you would l ike clarification from them . 

Charles Dendy, Tax Department: That's correct. We were includ ing equipment used 
indirectly to produce coa l .  There were a few things that were added ; water trucks, fuel 
trucks, low boys , cranes, lubrication trucks , motor graders, service trucks , l ight p lants , and 
dewatering equ ipment. 

Chairman Headland: However the $5 mi l l ion cap is sti l l  in  place. 

Charles Dendy: Correct. 

Representative Haak: I have in  my notes that the coa l ind ustry wanted the words "d irectly 
or" removed . 

Chairman Headland: They d id but in  ta lking with leg islative counci l  it was determined that 
we couldn 't because that would change the intent of what they were asking for. 

Voice vote: Motion carried to adopt the amendment. 

Chairman Headland: There's been another amendment that was offered but I don't see 
them here. They've asked if we could g ive them some time to d iscuss it and we graciously 
agreed to do that. We wi l l  set this b i l l  aside for now. 

• 

• 
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D Subcommittee 
D Conference Committee 

Committee Clerk Sig nature 

Explanation or reason for introduction of bill/resolution: 

A b i l l  relat ing to taxation of wind turbine electric generation un its and an income tax cred it 
for installation of geothermal ,  solar, wind ,  or biomass energy devices. 

Minutes: chments 

Chairman Headland: We already amended th is b i l l .  We held it for d iscussion with Mr. 
Harms. We have amended b i l l  2037 before us.  

Representative Dockter: Made a motion for a do pass as amended. 

Vice Chairman Owens: Seconded. 

Representative Steiner: We were asked for an amendment on page 2 l ine 1 7  switching 
the word "and" to "or" so we could also include a new wind project that came in after 
Empower a l ready set thei r  agenda in September. Has that been taken care of in these 
amendments? I s  there a reason why it wasn't taken care of? If it's not in the amendment 
I 'm going to resist the amendment because I th ink it should be in there .  

Chairman Headland: The amendment is  on  so you'd have to  further amend . I 'm going to 
resist the amendment. It's a lmost a bit d is ingenuous by the representatives of that project 
who are try ing to get in  now. Their project was being put together in p lenty of time for the 
Empower Commission .  They could have participated but for whatever reason they decided 
not to and now to come to the table at the last minute to try and extend the amendment so 
it wi l l  i nclude them I don't see the need to do it. There's a time when we have to end the 
subsidy of win d .  The Empower Commission had worked through the whole interim to 
come up with language. Tradewind decided not to participate . I 'm not in agreement that 
we should a l low them in now. It's not just them; there wi l l  be three or four  other projects 
that if we change this wi l l  a l l  qual ify for the cred it as wel l .  

Representative Steiner: I don't th ink there is anyth ing in  statute that said only Empower 
projects can be approved by the legislature .  I m issed that point. 
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Chairman Headland: If that's the way you perceive what I was saying then maybe I 
m isstated . 

Representative Klein: Just this past week the senate defeated an amendment to contin ue 
this for another 20 years. The d iscussion went on to say that sooner or  later th is thing has 
to stand on its own . If they d idn 't come to the table at the r ight t ime then I agree with you .  

Chairman Headland: This moves from the 3 %  property tax to 4 . 5 %  prod uction tax and 
al lows for 20 years from the first assessment to make that change. There's also some 
amended language for coal .  

Representative Hatlestad: Were there other projects that d idn 't meet the dead l ine that 
were den ied? 

Chairman Headland: There were three other projects and they are not asking to be put i n  
the b i l l .  They are bu i ld ing their business model on  4 .5% production tax. I th ink there is no 
reason why the project i n  Tioga can't do the same. 

Roll call vote: 1 1  yes 2 no 1 absent 

Motion carries for a do pass as amended. 

Representative Klein will carry this bill. 
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Prepared by the Legislative Council staff for 
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March 17, 2015 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2037 

Page 1, line 1, remove the second "and" 

Page 1, line 2, after "57-38-01 .8" insert ", and section 57-39.2-04.8" 

Page 1, line 3, replace "and" with a comma 

Page 1, line 4, after "devices" insert "and a sales tax exemption for machinery or equipment 
used to produce coal from a new mine" 

Page 1, line 4, remove "and" 

Page 1, line 5, after "date" insert "; and to provide for retroactive application" 

Page 1, line 20, overstrike "for the duration of the initial purchased power" 

Page 1, line 21, overstrike "agreement for the generation unit" 

Page 2, line 5, remove "; for which a purchased power agreement is entered or renewed" 

Page 2, remove line 6 

Page 2, line 7, replace "under this chapter after December 31 . 2014" with". or which is twenty 
years or more from the date of first assessment" 

Page 2, after line 24, insert: 

"SECTION 3. AMENDMENT. Section 57-39.2-04.8 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-39.2-04.8. Sales tax exemption for machinery or equipment used to 
produce coal from a new mine. 

1. Gross receipts from sales of machinery or equipment used to produce coal 
from a new mine located in this state are exempt from the tax imposed by 
this chapter. The exemption for each new mine under this section is limited 
to the first five million dollars of sales and use tax paid. 

2. Purchase of replacement machinery or equipment is exempt if the 
capitalized investment in the new mine exceeds twenty million dollars 
using the United States generally accepted accounting principles. 
Purchases of repair or replacement parts for existing machinery or 
equipment are not exempt under this section . 

3. The mine operator shall apply to the commissioner for a refund of sales 
and use taxes paid for which the exemption is claimed under this section. A 
refund claim may not exceed the limitation in subsection 1. If the 
machinery or equipment is used directly or indirectly to produce coal. the 
interest provisions of section 57-39.2-25 do not apply to purchases made 
before July 1, 2015. Application for the refund must be made at the time 
and in the manner directed by the commissioner and must include 
sufficient information to verify the correctness of the refund claim. 

Page No. 1 15.0241.02001 



4. For purposes of this section : 

a. "Machinery or equipment" means machinery or equipment purchased 
after December 31. 2010. and used directly or indirectly to uncover, 
sever, crush , handle, or transport coal removed from the earth. 
"Machinery or equipment" includes draglines, excavators, rolling 
stock, conveyor equipment, reclamation equipment, afl€i equipment to 
pulverize coal. water trucks, fuel trucks, low-boys, cranes, lubrication 
trucks, motor graders. service trucks, light plants, and dewatering 
equipment, but does not include rail spurs, office buildings, 
workshops, or any component not used directly to uncover, sever, 
crush, handle, or transport coal removed from the earth . 

b. "New mine" means an area permitted under chapter 38-14.1 by the 
public service commission after December 31 , 2010. 

c. "Produce coal" means mining operations to uncover, sever, crush, 
handle, or transport coal from its natural location under the earth's 
surface to the mouth of the mine and all activities necessary and 
incidental to the reclamation of that location." 

Page 3, after line 9, insert: 

"SECTION 7. RETROACTIVE APPLICATION. Section 3 of this Act applies 
retroactively to purchases of machinery or equipment made after December 31 , 2010." 

Renumber accordingly 

Page No. 2 15.0241 .02001 



2015 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. d03J 

Date: 3- ( I -1 5 
Roll Call Vote #: J 

House Finance and Taxation Committee 

D Subcommittee 

Amendment LC# or Description: 
~~~~~~~~~~~~~~~~~~~~~-

Recommendation: ~dopt Amendment 

D Do Pass D Do Not Pass D Without Committee Recommendation 
D As Amended D Rerefer to Appropriations 
D Place on Consent Calendar 

Other Actions: D Reconsider D 

Motion Made By ~.~-in) Seconded By ~,f . D~ 

Representatives Yes No Representatives Yes No 
CHAIRMAN HEADLAND REP HAAK 
VICE CHAIRMAN OWENS REP STRINDEN 
REP DOCKTER REP MITSKOG 
REP TOMAN REP SCHNEIDER 
REP FROSETH 
REP STEINER 
REP HATLESTAD 
REP KLEIN 
REP KADING 
REP TROTTIER 

Total (Yes) 

Absent 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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ROLL CALL VOTES 

BILL/RESOLUTION NO. c;x::>3""] 

Date: 3-d-3- / 5 
Roll Call Vote #: I 

House Finance and Taxation Committee 

D Subcommittee 

Amendment LC# or Description: 
~~~~~~~~~~~~~~~~~~~~~~ 

Recommendation: D Adopt Amendment 

Do Pass D Do Not Pass 
s Amended 
lace on Consent Calendar 

Other Actions: 0 Reconsider 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D 

Motion Made By ~ ~.A Seconded By ~- o~ 

Representatives Yes No Representatives Yep No 
CHAIRMAN HEADLAND \/; REP HAAK \I 
VICE CHAIRMAN OWENS v, REP STRINDEN l~I~ 
REP DOCKTER \II REP MITSKOG v- 1 
REP TOMAN 

. vi REP SCHNEIDER v' 
REP FROSETH v I 
REP STEINER I v 
REP HA TLESTAD V/ 
REP KLEIN \./ / 
REP KADING I \/ 
REP TROTTI ER ...; 

Total (Yes) 

Absent I 
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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Insert LC: 15.0241.02001 Title: 03000 

REPORT OF STANDING COMMITTEE 
SB 2037, as engrossed: Finance and Taxation Committee (Rep. Headland, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (11 YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). Engrossed SB 2037 
was placed on the Sixth order on the calendar. 

Page 1, line 1, remove the second "and" 

Page 1, line 2, after "57-38-01 .8" insert", and section 57-39.2-04.8" 

Page 1, line 3, replace "and" with a comma 

Page 1, line 4, after "devices" insert "and a sales tax exemption for machinery or equipment 
used to produce coal from a new mine" 

Page 1, line 4, remove "and" 

Page 1, line 5, after "date" insert" ; and to provide for retroactive application" 

Page 1, line 20, overstrike "for the duration of the initial purchased power" 

Page 1, line 21 , overstrike "agreement for the generation unit" 

Page 2, line 5, remove" ; for which a purchased power agreement is entered or renewed" 

Page 2, remove line 6 

Page 2, line 7, replace "under this chapter after December 31 . 2014" with ", or which is 
twenty years or more from the date of first assessment" 

Page 2, after line 24, insert: 

"SECTION 3. AMENDMENT. Section 57-39.2-04.8 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-39.2-04.8. Sales tax exemption for machinery or equipment used to 
produce coal from a new mine. 

1. Gross receipts from sales of machinery or equipment used to produce 
coal from a new mine located in this state are exempt from the tax 
imposed by this chapter. The exemption for each new mine under this 
section is limited to the first five million dollars of sales and use tax paid. 

2. Purchase of replacement machinery or equipment is exempt if the 
capitalized investment in the new mine exceeds twenty million dollars 
using the United States generally accepted accounting principles. 
Purchases of repair or replacement parts for existing machinery or 
equipment are not exempt under this section . 

3. The mine operator shall apply to the commissioner for a refund of sales 
and use taxes paid for which the exemption is claimed under this section . 
A refund claim may not exceed the limitation in subsection 1. If the 
machinery or equipment is used directly or indirectly to produce coal, the 
interest provisions of section 57-39.2-25 do not apply to purchases made 
before July 1, 2015. Application for the refund must be made at the time 
and in the manner directed by the commissioner and must include 
sufficient information to verify the correctness of the refund claim. 

4. For purposes of this section: 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_52_012 
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a. "Machinery or equipment" means machinery or equipment 
purchased after December 31 . 2010. and used directly or indirectly 
to uncover, sever, crush, handle, or transport coal removed from the 
earth. "Machinery or equ ipment" includes draglines, excavators, 
roll ing stock, conveyor equipment, reclamation equ ipment, aflti 
equipment to pulverize coal. water trucks , fuel trucks. low-boys, 
cranes. lubrication trucks , motor graders, service trucks. light plants. 
and dewatering equipment. but does not include rail spurs, office 
buildings, workshops, or any component not used directly to 
uncover, sever, crush, handle, or transport coal removed from the 
earth. 

b. "New mine" means an area permitted under chapter 38-14.1 by the 
public service commission after December 31 , 2010. 

c. "Produce coal" means min ing operations to uncover, sever, crush, 
handle, or transport coal from its natural location under the earth's 
surface to the mouth of the mine and all activities necessary and 
incidental to the reclamation of that location." 

Page 3, after line 9, insert: 

"SECTION 7. RETROACTIVE APPLICATION. Section 3 of this Act applies 
retroactively to purchases of machinery or equipment made after December 31 , 
2010." 

Renumber accordingly 

(1) DESK (3) COMMITTEE Page 2 h_stcomrep_52_012 
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DEPARTMENT OF COMMERCE TESTIMONY ON SENATE BILL 2 037 

FEBRUARY 2, 2 0 1 5, 9 : 00 A.M. 

SENATE FINANCE AND TAXATION COMMITTEE 

SENATOR DWIGHT COOK, CHAIRMAN 

A LAN ANDERSON - COMMISSION, ND DEPARTMENT 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 behal f  of the EmPower ND Commission, I am here today to speak in favor of Senate Bi l l  
203 7 .  This is  a b i l l  that was recommended by the Commission and approved by the interim 
Energy D evelopment and Transmission committee. A complete list of bi l ls  recommended and 
supported by the Commission is below : 

• Senate B i l l  No.  2032 - Oil and Gas Development Strategic P l anning Authority. 
• S enate B i l l  No.  2033 - Oil & Gas Tax Trigger M echanism. 
• S enate Bi l l  No.  2034 - Oil  Gathering Pipelines Sales Tax E xemption. 
• S enate B i l l  No.  2035 - Value-Added Energy Faci lity Sal es Tax Exemption. 
• S enate B i l l  No. 2036 - Coal Beneficiation. 
• S enate B i l l  No. 203 7 - Wind E nergy Incentives & New Coal M ine Sales Tax Exemption. 

Any bill recommended or endorsed by the EmPower ND Commission i s  done so with unanimous 
support of the Commission. This is not always a simple task, given the interests of the various 
energy i ndustries represented on the Commission. Of all of the bi l ls  that EmPower N D  
Commission endorsed this session, thi s  b i l l  required the most deliberation t o  reach a consensus. 
That being said, I believe the EmPower ND Commission came up with a good bi l l  that. all  of the 
Commission members support and one that I hope you will  support, too. 

Senate B i l l  203 7 relates primari ly to tax incentives for wind energy production, specifically the 
expiration of the i ncentives, and also includes changes to sales tax exemption for machinery or 
equipment used to produce coal from a new mine. 

Section 1 of the bi l l  relates to the property taxes pai d  by wind turbine electric generation units. 
Units constructed through 20 1 4  pay property taxes based upon 1 . 5% of the assessed value. 
Section 1 would allow wind turbine electric generation units to pay 3 .0% of the assessed value, 
as long as the project was initiated prior to January I ,  20 1 5 , and an executory purchase power 
agreement was entered or an advanced determination of prudence was issued by the P S C  and 
construction was commenced. The Commission supports al lowing projects already underway to 
pay a reduced amount, although stil l  double what they would have paid had the project been 
compl eted before the end of the year. 



Section 1 also has any future wind projects being taxed under NDCC chapter 57-3 3 .2,  which has 
taxes paid based upon the rated capacity and the amount of electricity generated by the unit.  

Finall y, i t  makes i t  clear that existing wind projects are to be taxed under the method they are 
currentl y  taxed. Section 3 makes a corresponding change to NDCC § 57-33 .2-04. 

Section 2 has the effect o f  allowing a company that is  engaged i n  wind energy production to be 
taxed under NDCC chapter 57-3 3 .2 for the purposes of the wind projects without subj ecting al l  
of the company' s property to be taxed i n  this manner. 

Section 4 provides a grace period for the wind energy tax credit for proj ects in which 
construction commences prior to J anuary l ,  20 1 5, and which the wind turbines are instal led prior 
to J anuary 1 ,  20 1 7 . 

Section 5 removes the sunset clause on the sales tax exemption wind-powered electrical 
generating facil ities, i n  order to align with other energy-related sales tax exemptions. Section 7 
does the same thing for the related use tax exemption. 

Section 6 makes changes to the sales tax exemption related to new coal mines, including the 
removal of a $5 mil l ion cap. With these changes, this sales tax exemption would be consistent 
with other energy-related sales tax exemptions. 

I believe the changes i n  the bill help promote tax fairness among the energy i ndustries, whi l e  
providing the right i ncentives t o  move these i ndustries forward. 

Mr. Chainnan and members of the Finance and Taxation Committee, I respectfully request your 
favorable consideration of Senate Bi l l  2037.  That concludes my testimony and I am happy to 
ente1iain any questions. 

P age 2 of 2 • 



SB 2037, Testimony in  Support 

Senate Finance and Tax, 2-2- 1 5  

Mark N isbet, Xcel Energy 

Chairman Cook, members of the committee,  I am Mark N isbet, testifying in  support of 

SB 2037 on behalf of Xcel Energy and as the wind representative to the Em Power 

Com m ission .  There are a number of wind proponents in attendance to support this 

b i l l ,  and they are ready to answer any questions the committee m ight have. With 

respect to the committee's fu l l  agenda and l imited t ime, I wi l l  keep my remarks brief. 

SB  2037 is the prod uct of the Em Power Commission's effort to tax energy sources 

equ itably and ensure tax certainty for industry. North Dakota's tax law contains 

various p roperty tax rates for wind projects, depending on the t ime each project was 

completed . Add itional ly, wind projects are taxed d ifferently depending on the type of 

com pany own ing them. This bi l l  puts new projects on the same level based on 

generation and capacity, and that level is equivalent to the tax rate paid by other 

energy sources .  

The b i l l  a lso al lows a few projects, wh ich would have been completed but  for certain 

unforeseen circumstances, to fa l l  under an incentive rate higher than the tax rate they 

wou ld  have qual ified for without those delays, but sti l l  an acknowledgement of the 

commitment made to proceed in North Dakota . The commission was very careful to 

l im it that extension to known projects a l ready ded icated to serving a uti l ity through a 

purchased power agreement if the generation was being sold to a uti l ity or  an 

advanced determination of prudence by the Publ ic  Service Commission i f  the 

generation  was owned by a util ity. That specification was important so as not to 

d isp lace planned generation by other energy sources.  These few projects had 

a l ready been accounted for in future generation needs, and the comm ission ag reed 

that the tax rate proposed in this bi l l  whi le h igher than the rate p lanned for would 

recogn ize that substantial steps toward completion were taken .  Major changes in tax 

rates could halt their progress, stranding assets and disrupting planned energy 

� I  
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supply. I n  that spirit, the b i l l  a l lows the l im ited extension of those rates, after which � 
new projects are taxed at a h igher rate commensurate with other generation sou rces .  

We bel ieve this b i l l  is an important step in mainta in ing an "al l of the above" energy 

strategy. Util ities and thei r  customers depend on generation from a m ix of trad itiona l  

fossi l  fuels and renewable sources. D iversity in  energy generation is important to 

protect consumers from resource market fluctuations and enviro n mental constraints. 

Xcel energy has contracts and work started on projects that wi l l  i nvest over $600 

mi l l ion dol lars in energy projects in  North Dakota because of these energy incent ives . 

With a service area spann ing 8 states, those projects could have been p laced in  

other locations. Because of  North Dakota's smart ,  "al l  of the above" approach, the 

state has reaped the economic benefit of these projects. 

I am proud of Xcel Energy's diverse portfolio with nuclear power, h igh ly efficient coal 

and natural gas plants and wind to meet our states goal to provide clean ,  efficient, 

rel iable and cost competitive energy for North Dakota consumers. Wind is a valuable 

component .of North Dakota's energy mix and provides income for those who host the 

towers and those who make a career in the wind industry. 

Cha irman Cook, this b i l l  is important to the energy industry. This b i l l  was the resu lt of 

m uch analysis and compromise . U ltimately, industry came together to propose a b i l l  

that would be good for the whole rather than fighting to protect our separate interests . 

I u rge a do pass recommendation ,  and I ' l l  stand for any questions.  
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Geronimo Energy 
Testimony on SB 2037 

February 2, 2015 

Good morning, Mr. Chair and Members o f  the Committee. M y  name is Betsy Engelking, and I 
am a Vice President at Geronimo Energy. I am here today to testify in support of SB 2037. 

Geronimo Energy develops wind and solar proj ects throughout the Upper Midwest. Our 
Courtenay Wind Farm is a 200 MW development spread over 2 1 ,000 acres near Jamestown, 
North Dakota. In 2 0 1 3 ,  Geronimo signed a purchased power agreement with Xcel Energy to 
purchase the energy from the Courtenay wind farm, and obtained a site permit from the North 
Dakota PSC.  The project was slated for completion prior to the end of 20 1 4. Unfortunately, 
delays in obtaining an agreement from the regional transmission authority to connect the project 
to the transmission system placed construction on hold and 20 1 4  completion was not possible. 
SB 2037 seeks to extend tax policies that were available to the project in 20 1 4, and is necessary 
to ensure the construction of this beneficial project. 

The Courtenay Wind Farm has a number of unique features that will benefit the local area. 
First, the proj ect will compensate all signed landowners within the project footprint, instead of 
j ust those who host turbines on their property. Not all landowners can host turbines, but they 
provide other valuable features such as buffers, setbacks, underground collection lines and crane 
paths that permit the project to maximize output and control costs. Geronimo believes that all 
landowners who participate in a project should receive compensation, and divides a portion of 
the project revenues among all landowners as a dollar per acre payment. 

Second, in addition to the $ 1 7  Million in local tax benefits that will accrue to the counties, 
townships and school district in the area over 20 years, Geronimo has also committed to 
contribute $40,000 per year to a locally-controlled community fund, dollars that can be used to 
support community expenditures that aren't covered by local government budgets. Some 
examples of things the community fund could purchase include playground equipment, sports 

fields and equipment, assistance to a volunteer fire department and many other options. 
Finally, the Courtenay Wind Farm has local investors. Several of our landowners have invested 
in the development of the project and will participate in the project returns along with the 
payments they will receive for turbines and land in the project. Our landowners have been great 
supporters of this project, and several of them are present today to support the passage of this 
bill.  

Despite all of the progress that we have made on the Courtenay Wind Farm, including 
excavation work and installation of a concrete batch plant yard that occurred in late 20 1 4, the 

failure to achieve a 20 1 4  completion through circumstances out of our control now puts this 
project in j eopardy. Without the limited extension of the tax features available in 20 1 4, it is 
unlikely that Geronimo can build an economic project at Courtenay. The price Xcel Energy 

7 6 5 0  E D I N B O R O U G H WA Y, S T E  7 2 5 , E D I N A , M N  5 5 4 3 5 1 P 9 5 2 . 9 8 8 . 9 0 0 0  I F 9 5 2 . 9 8 8 . 9 0 0 1 
www. geronimoenergy.com 
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will pay u s  for the power has been locked i n  since 20 1 3 , and assumed the benefits offered b y  
the now-expired tax structures. 

The Courtenay Wind Farm is projected to provide 200 temporary construction j obs, 1 5  well­
paying full time jobs, over $800,000/year in local tax revenue and $ 1 .3 million/year in local 
landowner payments to the Jamestown, Courtenay and Wimbledon communities. Additionally, 
the project will deliver very low cost, clean energy to Xcel Energy' s  customers in North 
Dakota. Passage of SB 203 7 will help Geronimo and Xcel cement these benefits and complete 
construction on the Courtenay project. I urge the Committee to give SB 2037 a "do pass" 
recommendation. 

7 6 5 0  E D I N B O R O U G H  WA Y, S T E  7 2 5 , E D I N A , M N  5 5 4 3 5 1 P 9 5 2 . 9 8 8 . 9 0 0 0  I F 9 5 2 . 9 8 8 . 9 0 0 1 

www.geronimoenergy.com 
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Senate Finance and Taxation Committee, Sen. Dwight Cook, Chairman 

SB 2037 - Hearing 

Testimony From : 

NextEra Energy Resources, LLC 

Jason Utton, NextEra Energy Resources Director Development 

Chairman Cook and members of the committee: 

My name is Jason Utton . I am Director of Development for NextEra Energy Resources. I am 

responsible for NextEra Energy Resources development of wind generation projects in the 

Midwest. 

Today, I would like to accomplish three things: 

1. Provide information about NextEra Energy Resources investments in North Dakota 

' 2. Provide support for making the exemption of sales and use tax permanent for future 
wind projects 

3. Express support for the Em Power process 

NextEra Energy Resources 

NextEra Energy Resources is one of the primary subsidiaries of NextEra Energy, Inc. a 

leading clean energy company with consolidated revenues of approximately $17.0 billion , 

approximately 44,900 megawatts of generating capacity , and approximately 13,800 employees 

in 27 states and Canada as of year-end 2014. In addition to NextEra Energy Resources, 

NextEra Energy's other principal subsidiary is Florida Power & Light Company, which serves 

approximately 4. 7 million customer accounts in Florida and is one of the largest rate-regulated 

electric utilities in the United States. 
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NextEra Energy Resources owns ,  develops , constructs, manages and operates electric 

generating faci l ities in wholesale energy markets primarily in the U n ited States, as well as in  

Canada and Spain .  NextEra Energy Resources is one of the largest wholesale generators of 

electric power in the country, with a pproximately 1 9 , 777 MW of generating capacity across 25 

states, 4 Canadian provinces and 1 Spanish province as of Decem ber 3 1 , 2 0 1 4 .  

NextEra Energy h a s  often been recognized b y  third parties for its efforts i n  

sustainabi l ity, corporate responsibi l ity, eth ics and compl iance, a n d  d iversity, a n d  h a s  been 

named No.  1 overa l l  among electric and gas util ities on Fortune's l ist of "World's Most Admired 

Companies" for eight consecutive years , which is an unprecedented achievement in  its i ndustry. 

N extEra E nergy Resources owns and operates 1 1  wind farms in North Dakota , tota l ing 

approxi mately 850 MWs and representing a capital investment of a pproximately $1 .4 bi l l ion . 

S ince 20 1 2, we have expanded our portfol io in North Dakota , consisting of investments of 

approximately $400 m i l l ion in gas g athering and transportation pipel ines.  Our newest gas 

pipel ine,  the Fl icktertai l  pipel ine in  Divide and Wi l l iams Counties, a ids i n  e l im inat ing flaring from 

our dri l l ing projects in the area.  Our Wheatland oi l  pipeline reduces trucking and road 

congestion in  McKenzie County. Our investments i n  the State do n ot sto p  after we bui ld an 

asset. With roughly 75 fu l l-time empl oyees i n  North Dakota, we spend a pproxi m ately $6 m i l l ion 

annual ly in  payro l l ,  $2.2 m i l l ion annual ly in  property taxes and $5 m i l l ion annual ly  in  lease 

payments to local landowners. 

NextEra is a d iversified energy company and we value our partnership with the State of 

North Dakota and hope to continue to invest in  the State. We are currently targeting to i nvest 

an addit ional $700 mi l l ion in future projects in North Dakota, includ i ng a 1 50 MW wind project in  



; 
NEXTera® 

tl-~~\ ENERGY~ 
~ --i-- l S RESOURCES 

.,,..,-
"-

Dickinson through a power purchase agreement with Basin Electric and additional oil and gas 

investment opportunities. 

Elimination of Sales and Use Tax Exemption Expiration Date 

SB 2037 proposes to eliminate the expiration date on the sales and use tax exemption 

on equipment for new wind generators. The change also ensures that wind projects will be 

treated in the same manner as all other new generators that already receive a permanent 

exemption on sales and use tax for new equipment. A permanent exemption on sales and use 

tax for new equipment will provide future wind projects more certainty regarding future 

development costs. By providing additional certainty for wind project development, NextEra can 

offer more competitive electric power pricing from its wind projects, which ultimately leads to 

lower energy prices for electric consumers. 

EmPower Process 

NextEra is pleased to be a member of EmPower and to participate in the EmP6wer 

process. EmPower is a collaborative process unique to North Dakota that focuses on 

developing state-wide policies to ensure the energy needs and interests of North Dakota are 

considered . NextEra participates in the development of energy policy throughout the United 

States and has yet to see a state with such a unique and inclusive approach to the development 

of energy policy. By including all interests in the process, EmPower is able to consider many 

viewpoints to recommend policies that meet the interests and future plans for the state. 

NextEra appreciates being able to be part of the EmPower process. 
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SB 2027 

Senate Finance and Tax Committee 

Chairman Cook and Members of the Committee: 

My name is Robert Harms, I am the lobbyist for Tradewind Energy, a wind-developer from Kansas that 

has been in business since 2003 and is developing a windfarm north of Tioga. 

Tradewind supports SB 2037, but would like to offer some brief amendments to the bill. 

THE PROJECT: Lindahl Wind Project-developed by local landowners themselves (See attached map) 

-Tradewind bought this project in 2014. 

-150 MW project 

-18,000 acre foot print; approximately 75 towers 

-28 landowners (who developed their own land lease) 
-$250 million investment 

-100 construction jobs 

-12 permanent jobs after construction 

-Low-cost power available to the local market that is in dire need of additional power. 

-little/no new transmission required. 

-Need for power is well documented (see attached NDIC press release) 

-25 year power purchase agreement signed with Basin Electric-executed November, 2014. 

-Begin construction and have in service by December, 2016 

AMENDMENT: 

The current bill disqualifies from the income tax credits, any wind company not represented in the 

Empower process last summer, including Tradewind. Our amendment propose two alternatives that 

would allow any company that either began construction or had a signed power purchase agreement by 

January 1, 2015, OR had the project in service by January 1, 2017 to qualify for the income tax credits 

contemplated by the bill. 

POLICY: 

The amendments allow the Legislature to set public policy that encourages investment in wind 

resources in North Dakota, further diversifies our economy, but in this instance will provide power to 
NW ND where it is vitally needed. We ask you to consider either of the proposed amendments and to 

support the bill as it would be amended, which will make Lindahl more likely to be built. 

Robert W. Harms, JD 

The Harms Group 
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INDUSTRIAL COMMISSION OF NORTH DAKOTA 1'; 

Jack Dalrymple 
Governor 

NEWS 

Wayne Stenehjem 
Attorney General 

Doug Goehring 
Agriculture Commissioner 

October 23, 2012 

Electrical demand expected to nearly triple in the 22 North Dakota counties according to results 
discovered in Electrical Load Growth Study 

BISMARCK - The North Dakota Industrial Commission, acting as the North Dakota Transmission 
Authority, today recejved the results of an Electrical Load Growth Study which showed the need for 
nearly three times the current electric load over the next 20 years-from 97 W to 3030 MW in 2032. 
Gov. Jack Dalrymple, Attorney General Wayne Stenehjem and Agriculture Commissioner Doug 
Goehring, along with other state and industry leaders, outlined the study's key findings during a news 
conference held in conjunction with the Commission's meeting this afternoon. 

"Oil development in western North Dakota continues to grow at a strong pace, increasing the demand for 
electricity to power homes, businesses, and oil and gas production in the Williston Basin," said the 
Industrial Commission members in a joint statement. "The results of this study will provide us with 
valuable information as we address our state's rapid growth and plan for the future power demand and 
infrastructure needs of the region." 

Earlier this year the North Dakota Transmission Authority (NDTA) commissioned KLJ, an employee­
owned, firm that delivers multi-disciplinary planning and engineering-based solutions, to develop the 
Williston Basin Oil and Gas Related Electrical Load Growth Forecast (PF 12). 

This extensive study contains expected electrical demand over the next 20 years related to 43 counties 
within the Williston Basin and specifically 22 key oil-producing counties in the western and north central 
regions of North Dakota. Additionally, the study incorporates forecasts related to employment, population 
growth and housing demand correlated to the study area. 

Montana-Dakota Utilities Co. (MDU) and Basin Electric Power Cooperative (Basin Electric) partnered 
with NDTA to effectively plan, collaborate and validate industry research and requirements associated 
with power demand in the Williston Basin region. Both MDU and Basin Electric will utilize the 
information obtained in the study to adequately plan for critical infrastructure needs and development 
within the study area. 

"We were happy to participate in this study, because it's critical for us to understand the magnitude of 
challenges we face in northwest North Dakota for providing power supply to the area," says Andrew M. 
Serri, Basin Electric CEO and General Manager. "This is a collaborative effort between the utilities, the 
state and the private sector that confirms what our internal studies have shown. All this information is now 
in a single study that incorporates all aspects of the growth." 

"We appreciate the opportunity to participate in this important study," said David Goodin, President and 
CEO of MDU. "We continually conduct internal studies and update our electric forecasts, but this 
provides us with another tool to help plan to meet the rapidly growing demand of the Bakken region." 

Karlene K. Fine, Executive Director and Secretary 
State Capitol, 1411> Floor - 600 E Boulevard Ave Dept 405 - Bismarck, ND 58505-0840 

E-Mail: ~iinelalnd.oov 
Phone: (701) 328-3722 FAX: (701) 328-2820 

"Your Gateway to North Dakota": www.ncl.gov 
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SB 2037 

PROPOSED AMENDMENT 

Alternative 1: 

P. 5 line 1, insert after commenced, "or a power purchase agreement was signed for the project" 

Alternative 2: 

P. S line 2, remove "and" and insert "or" 
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Senate Finance and 
Taxation Committee 

February 10, 2015 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2037 

Page 9, line 7, overstrike "Gross" and insert immediately thereafter "For mines permitted 
under chapter 38-14.1 after December 31, 2010, and before January 1, 2015, 
gross" 

Page 9, line 7, remove the overstrike over the first "eF" 

Page 9, line 7, remove the first "J." 

Page 9, line 7, remove ", or other tangible personal" 

Page 9, line 8, remove "property" 

Page 9, line 8, overstrike "new" 

Page 9, line 9, remove the overstrike over "The exemption for each" 

Page 9, line 9, remove the overstrike over "mine under this" 

Page 9, line 9, after "section" insert "subsection" 

Page 9, remove the overstrike over line 10 

Page 9, line 11 , overstrike "2." and insert immediately thereafter "a." 

Page 9, line 11, remove the overstrike over "eF" 

Page 9, line 11, remove the first "J." 

Page 9, line 11, remove ", or other tangible personal property" 

Page 9, line 12, remove "not" 

Page 9, line 12, remove the overstrike over "if the capitalized investment in the" 

Page 9, line 12, remove the overstrike over "mine exceeds twenty million" 

Page 9, line 13, remove the overstrike over "dollars usi~g the United States generally 
accepted accounting principles" 

1 
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Page 9, line 13, remove "unless the" 

Page 9, line 14, remove "replacement creates an expansion of the mine" 

Page 9, line 15, overstrike "section" and insert immediately thereafter "subsection" 

Page 9, line 16, overstrike "3. " and insert immediately thereafter "b." 

Page 9, line 16, remove the overstrike over "The mine operator shall apply to the 
commissioner for a refund of sales and use taxes" 

Page 9, line 17, remove the overstrike over "paid for vvhich the exemption is claimed 
under this" 

Page 9, line 17, after "section" insert "subsection" 

Page 9, line 17, remove the overstrike over ". /\.refund claim may not" 

Page 9, remove the overstrike over lines 18 and 19 

Page 9, line 20, remove the overstrike over "information to verify the correctness of the 
refund cla im." 

Page 9, line 20, remove "To receive the exemption at" 

Page 9, remove lines 21 through 30 

Page 10, remove lines 1 and 2 

Page 10, line 3, replace "~" with "_g_,_" 

Page 10, line 3, overstrike "section" and insert immediately thereafter "subsection" 

Page 10, line 4, overstrike "a." and insert immediately thereafter "ill" 

Page 10, line 4, after "directly" insert "or indirectly" 

Page 10, line 7, overstrike "and" 

Page 10, line 7, after "coal" insert ", water trucks, fuel trucks, low-boys, cranes, 
lubrication trucks, motor graders. service trucks, light plants, and de-watering 
equipment" 

Page 10, line 9, after "directly" insert "or indirectly" 

2 
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Page 10, overstrike lines 11 and 12 

Page 10, line 13, overstrike "c." and insert immediately thereafter "Q}" 

Page 10, after line 16 insert: 

"2. For mines permitted under chapter 38-14.1 after December 31, 2014, 
gross receipts from sales of machinery or equipment, used to produce 
coal from a mine located in this state, and other tangible personal property 
located at the mine, are exempt from the tax imposed by this chapter. 
a. Purchase of replacement machinery, equipment, or other tangible 

personal property is not exempt under this subsection unless the 
replacement creates an expansion of the mine. Purchases of repair 
or replacement parts for existing machinery or equipment are not 
exempt under this subsection except when used to disassemble, 
reassemble, rebuild, or relocate a dragline. 

b. To receive the exemption at the time of purchase, the owner of the 
coal mine must receive from the commissioner a certificate that the 
machinery, equipment, or other tangible personal property the 
owner intends to purchase qualifies for the 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 
commissioner for a refund. 

c . If the machinery, equipment, or tangible personal property is 
purchased or installed by a contractor subject to the tax imposed by 
this chapter, the owner of the coal mine may apply for a refund of 
the tax paid . An application for a refund under this subsection must 
be made at the time and in the manner directed by the 
commissioner and must include sufficient information to permit the 
commissioner to verify the sales or use tax paid and the exempt 
status of the sale or use. 

d. For purposes of this subsection: 
ill "Machinery or equipment" means machinery or equipment 

used directly or indirectly to uncover, sever, crush, handle, or 
transport coal removed from the earth. 

Q.2 "Produce coal" means mining and support operations to 
uncover, sever, crush, handle, or transport coal from its 
natural location under the earth's surface to the mouth of the 
mine and all activities necessary and incidental to the 
reclamation of that location ." 

Page 14, line 11 , remove "for" 

Page 14, line 12, remove "taxable events occurring" 

Renumber accordingly 

3 
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Cook, Dwight C. 

From: 
Sent: 
To: 
Subject: 

Senator Cook, 

Christmann, Randel D. 
Sunday, February 15, 2015 8:35 PM 
Cook, Dwight C. 
RE: SB 2037 

A number of wind farm projects have been approved by the PSC but are not yet built. Some were approved before I wa! 
on the Commission so I am not real sure of their status. 

The attached spreadsheet shows about 32 projects totaling 1876.82 MW that are in service. (Bison 4 is listed as "Under 
Construction" but I think it has been put into service by now) 

Below that are 21 projects that are not completed. I believe the five that are in bold print are approved by the PSC and 
under construction. They are Border Winds, Thunder Spirit, Courtenay, Sunflower, and Antelope Hills. 
Together they would be about 782 MW. The others that are not in bold print are not under construction as far as I kno1J 
and since some of them applied a long time ago they may not be viable. 

I do not know the statistics on electricity PRODUCED in the state, but the Commission did keep track of the percentage 
of renewable electricity SOLD at retail in the state for compliance with NDCC 49-22-08. 

In 2008, renewable and recycled energy made up 4% of the electricity sold at retail in ND. By 2011, that had risen to 
16.17%. I believe the Commission quit monitoring it since it was far in excess of the 10% objective. 
I would point out though that since 2011 we have gone from about 1379 MW of wind to about 1877 today, so the 
percentage should be significantly higher than 16.17% by now. 
When the five projects under construction are complete, we will have almost doubled our generatit,, . of wind energy 
since 2011. 

Randy Christmann 
NDPSC 

-----Original Message----­
From: Cook, Dwight C. 
Sent: Friday, February 13, 2015 3:00 PM 
To: Christmann, Randel D. 
Subject: SB 2037 

Randy 
I am looking for some info that might shed some light on some concerns I have with above bill. 
Can you answer any of the following questions. 

What wind farms have current siting approval from the PSC and have begun construction for purposes of federal 
production tax credits? 

1 



What is the MW size of each one? 

What percent of electricity produced in the state is from renewable or recycled energy sources? 

uld appreciate your answer Monday if at all possible. Please let me know if you need more time. 
an ks 

Dwight 

This transmission, email and any files transmitted with it, may be: (1) subject to the Attorney-Client Privilege, (2) an 
attorney work product, or (3) strictly confidential under federal or state law. If you are not the intended recipient of this 
message, you may not use, disclose, print, copy or disseminate this information. If you have received this transmission in 
error, notify the sender (only) and delete the message. This message may also be subject to disclosure under the North 
Dakota Open Records Laws. 

2 
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Year Total MWH sold Renewable MWH Sold 

2008 10577905 424513.05 

2009 11820533 845628.85 

2010 12375345 1568759.4 

2011 13386806 2163995 

I 

North Dakota Renewable Ener~ 

NDCC 49-22-08 provides a voluntary objectiv• 

sold at retail within North Dakota by the year 

and recycled energy sources. 

Percent Renewable 18.00% 

4.01% 16.00% 

7.15% 14.00% 
12.68% 

16.17% 12.00% 

10.00% 

8.00% 

6.00% 
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0.00% 
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North Dakota Active Wind ts Updated 2/5/2015 ~)?.O~l 

Pro"ect, Owner Location Turbines Manufacturer Notes \'7 Minot Wind Project BEPC - PrairieWinds S. of Minot 2 Nordex N60 In Service Jan 20 2 \1· 
Edgeley/Kulm Wind Project FPLE/ BEPC Edgeley 27 40 GE 1.5MW In Service Oct 2003 ;i., 
Edgeley/Kulm Wind Project FPLE /Otter Tail Edgeley 14 21 GE 1.5MW In Service Oct 2003 

Valley City Wind Project Minnkota Power Cooperative Valley City 1 0.9 NEG Micon NM52/900 In Service Jan 2002 

Petersberg Wind Project Minnkota Power Cooperative Petersberg 1 0.9 NEG Micon NMS2/901 In Service July 2002 

Sacred Heart Monastary Richardton 2 0.13 Silver Eagle In Service 

Fort Totten Wind Project Spirit Lake Sioux Nation Fort Totten 0.1 Micon 108 In Service 

Belcourt Wind Project Turtle Mountain Chippewa Tribe Belcourt 1 0.1 Micon 108 In Service 

North Valley Carreer and Technology C. Grafton 1 0.065 In Service 

3 Affiliated Tribes New Town 1 0.065 In Service 

Velva Wind Project Acciona/ Xcel Energy Velva 18 12 Vestas V80 In Service 2005 

Turtle Mountain Community College Belcourt 1 0.66 Vestas V47 In Service 

FPL Burleigh County Wind LLC Wilton 33 49.5 GE 1.5 MW In Service Jan 2006 

Wilton II FPL Burleigh County Wind LLC Wiiton 33 49.5 GE 1.5MW In Service Nov 09 

Oliver County Wind FPL - Oliver County Wind LLC Center 22 50.6 2.3 MW Turbines In Service Dec 06 

Oliver County Wind II FPL - Oliver County Wind LLC Center 32 48 GE 1.5MW In Service DEC 07 

Langdon Project FPL- Langdon Wind, LLC Cavalier County 79 118.5 GE 1.5MW In Service Dec 07 

Langdon Project Otter Tail Corporation Cavalier County 27 40.5 GE 1.5 MW In Service Dec 07 

Langdon Expansion FPL- Langdon Wind, LLC Cavalier County 26 40 GE 1.5 MW In Service Sept 08 

Tatanka Wind Power, LLC Dickey/Mcintosh County 60 90 Acciona AW 1500 In Service 2008 

Ashtabula Wind Project FPL - Ashtabula Wind, LLC Barnes County 133 200 GE 1.5 MW In Service Dec 2008 

Prairie Winds Project BEPC - PrairieWinds ND 1, Inc. Ward County 77 115.5 GE 1.5 MW In Service Dec 2009 

Luverne Wind Farm Ashtabula Wind 11, LLC/Otter Tail Griggs/Steele Counties 105 157 GE 1.5 MW In Service Oct 2009 

Rugby Wind Farm Iberdrola, Inc. f/k/a PPM Energy Rugby 71 149.1 Suzlon 2.1 MW S88 In Service De: 2009 

Montana-Dakota Utilities Cedar Hills Project Rhame 13 19.5 GE 1.5 MW In Service June 201 O 

Baldwin Wind Energy Center NextEra Energy Resources, LLC Burleigh County 64 102.4 GE 1.6 MW In Service Nov 201 O 

Ashtabula Ill Ashtabula Wind Ill, LLC Barnes County 43 70.0 GE 1.6 MW In Service Dec 201 0 

Bison 1 Wind Project Allete, Inc. (MN Power) Oliver @ Morton Counties 33 81.8 Siemens 2.3/3.0 MW In Service July 2012 

Bison 2 Wind Project Allete, Inc. (MN Power) Oliver/Morton Counties 35 105.0 Simons 3.0MW In Service Jan 2013 

Bison 3 Wind Project Allete, Inc. (MN Power) Oliver/Morton Counties 35 105.0 Simons 3.0MW In Service Jar 2013 

Bison 4 Wind Project Allete, Inc. (MN Power) Oliver/Morton/Mercer 64 204.8 Simons 3.0MW Permit isued Sept 2013. Under Construction 

Lake Region State College Ramsey County 1 1.6 GEl.6 MW In Service Jan 201 3 

Total in Service 991 1876.82 Total In Service= 1672.02 

CROWNBUTIE WIND POWER LLC Adams/Bowman Counties 133 200 GE 1.5MW Letter of lnten: Filed February 2008 

Just Wind, LLC Logan County 160 368 Mitsubishi 2.4 MW Permit Issued 4/29/09 

Dickey County Wind Farm Rough Rider Wind 1, LLC 15 miles NW of Ellendale 100 150 GE 1.5 MW Permit Issued 8/12109 

Oliver County Expansion FPL Energy, LLC 6 miles NW of Center 667 1,000 Letter of lnten Filed June 2008 

Border Winds Border Winds Energy, LLC Rolette and Towner Ctys 66 150 Permit Issued 5/5/2011, Under construction 

Hartland Wind Farm Hartland Wind Farm, LLC Ward, Burke, Mountrail Ctys 2,000 Letter of Intent Filed July 2008 

Allete, Inc. (MN Power) Bison Wind Project Oliver County 125 Letter of Intent Filed October, 2008 

Merricourt Project EDF Renewable Development, Inc. Mcintosh/Dickey ctys 150 Permit lsssued June 2011 . Amendment Hearin! 

Just Wind, LLC Emmons County 900 Letter of Intent Filed Dec 2008 

Ashley Wind Power Project CPV Ashley Renewable Energy Compan Mcintosh County Project Cance led 

Radiance Wind Farm North Dakota Winds, LLC Burleigh County 99.0 Request Jurisdictional Determination Oct 09 

Oliver Wind Ill Oliver Wind Ill, LLC Oliver County 51 .0 Permit Issued March 2012. Amended Nov 201:; 

M-Power One, LLC Luverne North Field Extension Steele County 75.2 Letter of Intent Filed 11/2010. Amended 3/2013 

New Frontier Project Meadowlark Wind 1, LLC McHenry County 99.0 Permit Issued April 2012 

Thunder Spirit Project Thunder Spirit Wind, LLC Adams County lS0.0 Permit Issued 10/9/2013 Under Construction 

\'\ Wilton Wind IV Wilton Wind IV, LLC Burleigh County 112.0 Permit Issued Feb 2012. Amended Nov 2012 

Clean Energy #1 ALLETE Clean Energy Mercer & Morton Counties 100.0 To be determined Permit Issued August 2012 

Rolette Wind Project Rolette Power Development, LLC Rolette County so.a LOI Filed Feb 2013 Awaiting Application 
~ Courtenay Wind Farm Courtenay Wind Farm, LLC Stutsman County 200.5 To be determined Permit issued Nov 2013. Under Constructic ~ ~ 

Sunflower Wind Project SunflowerWindProjectLLC (Infinity) Stark/Morton 110.0 To be determined Permit issued June 2014, Under Constructio ...... .....i 
Antelope Hills Project Antelope Hills Wind Project, LLC (lnfin Mercer County 172.0 To be determined Permit Issued Dec 2014, Under Constructior "' Total (Proposed and In Service) 8,138.52 

- - - - - --- - -



6. A transmission l ine initially placed in service after January 1 ,  2009,  is exempt from 
transmission l ine taxes under this section for the first taxable year after the l ine is 
in itial ly placed in service, and transmission l ine taxes under this section must be 
reduced by: 
a. Seventy-five percent for the second taxable year of operation of the transmission 

l ine. 
b.  Fifty percent for the th ird taxable year of operation of the transmission l ine. 
c. Twenty-five percent for the fourth taxable year of operation of the transmission 

l ine. 
After the fourth taxable year of operation, such transmission l ines are subject to the 
standard transmission l ine taxes under this section . 

57-33.2-03. Distribution taxes. 
A distribution company is subject to a tax at the rate of eighty cents per megawatt-hour for 

retai l  sale of electricity del ivered to a consumer in this state during the calendar year. 
Distribution taxes under this section do not apply to the sale of electricity to any coal conversion 
faci l ity that became operational before January 1 ,  2009, and which is subject to taxation under 
chapter 57-60. 

57-33.2-04. Wi n d  generation taxation - Taxation of generatio n  from sources other than 
coal - Taxation of coal gene ration not s u bj ect to coal conversion taxes. 

Wind generators, including wind farms and associated col lector systems, generators of 
electricity from sources other than coal owned by a company subject to taxation under this 
chapter, and generators of electricity from coal which are not subject to coal conversion taxes 
under chapter 57-60 are subject to taxes under this section. 

1 .  Wind generators, wind farms, and associated collector systems are subject to taxes 
consisting of the fol lowing two components: 
a .  A tax of  two dollars and fifty cents per kilowatt times the rated capacity of  the wind 

generator. 
b .  A tax of one-half of one mil l  per kilowatt-hour o f  electricity generated b y  the wind 

generator during the taxable period. 
2 .  Grid-connected generators that are part of a project with generation capacity of one 

hundred kilowatts or more not produced from coal or wind, or produced from coal and 
not subject to coal conversion taxes under chapter 57-60, are subject to taxes 
consisting of the following two components: 
a .  Fifty cents per kilowatt times the rated capacity of  the generation unit .  
b .  One m il l  per kilowatt-hour of electricity generated by the production unit during 

the taxable period . 

57-33.2-05. Taxes in l ieu of property taxes. 
Taxes imposed by the state board of equal ization under this chapter are taxes upon the 

privilege of doing business in this state and are in l ieu of all real or personal property taxes 
levied by the state or any of its pol itical subdivisions upon real or personal property to the extent 
the property is owned and used by a company in the operation and conduct of the business of 
generation or del ivery of electricity through d istribution or transmission l ines. Taxes under this 
chapter are not in lieu of property taxes on the fol lowing: 

1 .  Property taxes on land on which generation , transmission , or distribution bui ldings, 
structures, or improvements are located , includ i ng bui ldings, structures, or 
improvements used for administrative purposes relating to generation, transmission, or 
d istribution of electricity. 

2 .  City franchise fees o n  public utilities. 
This chapter does not abridge the power of a governing board of a city to franchise the 
construction and operation of a public util ity. 
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Ad Valorem under 57-06-14.1 

Name of Company Taxable Value Total Taxes•• Megawatts Rated Capacity 

2013 2013 

Ashtabula Wind I, LLC (NextEra) 2,306,760 $412,402 148.50 148,500 

Ashtabula Wind II, LLC (NextEra) 2,023,280 $354,668 120.00 120,000 

Ashtabula Wind Ill , LLC (NextEra) 1,304,870 $245,718 62.40 62,400 

Baldwin Wind, LLC (NextEra) 1,442,920 $208,323 102.40 102,400 

Cedar Hills Wind Project (MDU) 426,170 $0 19.50 19,500 

Langdon Wind I, LLC (NextEra) 1,573,290 $289,814 118.50 118,500 

Langdon Wind II , LLC (NextEra) 661,620 $121,876 40.50 40,500 

North Dakota Wind, LLC (NextEra) 689,910 $109,496 61.50 61,500 

Oliver Wind I, LLC {NextEra) 704,490 $123,271 50.60 50,600 

Oliver Wind II, LLC (NextEra) 750,830 $131,572 48.00 48,000 

Otter Ta il Ashtabula Wind 1189,460 $0 48.00 48,000 

Otter Tail Langdon Wind 858,600 $0 40.50 40,500 

Otter Tail Luverne Wind 821,580 $199,619 49.50 49,500 

Prairie Winds ND 1 {Basin) 1,688, 700 $266,098 122.60 122,600 

Rugby Wind Farm, Inc (Iberdrola) 1,705,140 $389,606 149.10 149,100 

Tatanka Wind• (Acciona) 1,685,770 $309,319 137.25 137,250 

Velva Windfarm, LLC (Acciona) 152,120 $29,568 11.88 11,880 

Burleigh County Wind, LLC (NextEra) 454,120 $66,019 49.50 49,500 

Wilton Wind II, LLC (NextEra) 829 170 $119 568 49.50 49,500 

Total 21,268,800 $3,376,938 1429.73 1,429,730 

•Tatanka has 42.75MW of the 180MW in SD. Generation is estimated from the total of 661,000,000 kWh times 76.25% 
• • From Company Annual Reports, MDU & Otter Tail tax dollars not available at the time of report 

Genaeration and Capacity Tax under 2013 Generation 

57-33.2--04 Meeawatts (kWh) 2014 Tax 
Allete Inc 291.80 780,799,000 $1,119,899.50 
Minnkota Power Coop 1.8 5,069,887 $7,034.95 

Transmission line Mile Tax Operating Year placed into 

Exemption under 57-06-17.3 M iles voltae:e service Tax Dollars 
Rue:bv Wind 10.2352 230 kV 2010 $3,070.56 

Tatanka 12.7929 230 kV 2008 $3,837.87 
Ashtabula Wind I 9.2 230 kV 2008 $2,760.00 
Ashtabula Wind II 12.03 230 kV 2009 $3 609.00 

February 4 . 2015 

Estimated Generation and Capacity Tax 

Capacity Tax 
Kilowatt Hours 

Generated 
Generation Tax Total Tax 

Rated Capacity times During Previous Kilowatt hour times Capacity Tax plus First year Taxable Value 

$2.50 per kilowatt Calendar Year $0.0005/kWh Generation Tax assessed Percent of Trubine 

2013 2014 

$371,250.00 467,569,000 $233,784.50 $605,034.50 2009 1.5% 

$300,000.00 379,852,000 $189,926.00 $489,926.00 2010 1.5% 

$156,000.00 206,417,000 $103,208.50 $259,208.50 2011 1.5% 

$256,000.00 353,730,000 $176,865.00 $432,865.00 2011 1.5% 

$48,750.00 54,805,180 $27,402.59 $76,152.59 2010 1.5% 

$296,250.00 418,052,000 $209,026.00 $505,276.00 2008 1.5% 

s 101,250.00 135,757,000 $67,878.50 $169,128.50 2009 1.5% 

$153,750.00 134 989,000 $67,494.50 $221,244.50 2004 3% 

$126,500.00 155,192,000 $77,596.00 $204,096.00 2007 1.5% 

$120,000.00 152,404,000 $76,202.00 $196,202.00 2008 1.5% 

$120,000.00 147,319,000 $73,659.50 $193,659.50 2009 1.5% 

$101,250.00 136,020,000 $68,010.00 $169,260.00 2008 1.5% 

$123,750.00 169,217,000 $84,608.50 $208,358.50 2010 1.5% 

$306,500.00 440,704,000 $220,352.00 $526,852.00 2010 1.5% 

$372,750.00 383,784,550 $191,892.23 $564,642.28 2010 1.5% 

$343,125.00 504,012,500 $252,006.25 $595,131.25 2008 1.5% 

$29,700.00 29,039,000 $14,519.50 $44,219.50 2006 3% 

$123,750.00 160,182,000 $80,091.00 $203,841.00 2006 1.5% 

$123 750.00 189 966 000 $94,983.00 $218,733.00 2010 1.5% 

$3,574,325 4,619,011,230 $2,309,506 $5,883,830.62 

Prepared by olene Vidal, Property Tax Specialist , Office of State Tax Commissioner 



A B 
Effective 2015 SB 2037 Proposed 

57·06at10% 57-06 at 3.0% 
2013 Avg, millage 171 2013 Avg, millage 171 

Annual Tax Annual Tax 
Year Mix N/A Mix N/A 

Year 1 · 2015 $ 1,923,750 $ 711,788 
Year 2 · 2016 $ 2,436,750 $ 901,598 
Year 3 · 2017 $ 2,308,500 $ 854,145 
Year 4 • 2018 $ 2,180,250 $ 806,693 

Year 5 · 2019 $ 2,052,000 $ 759,240 

Year 6 • 2020 s 1,923,750 $ 711,788 
Year 7 • 2021 $ 1,795,500 s 664,335 

Year 8 • 2022 $ 1,667,250 $ 616,883 

Year 9 · 2023 $ 1,539,000 $ 569,430 
Year 10 · 2024 s 1,410,750 s 521,978 
Year 11 · 2025 s 1,282,500 s 474,525 

Year 12 · 2026 s 1,154,250 $ 427,073 
Year 13 · 2027 s 1,026,000 s 379,620 
Year 14 · 2028 s 897,750 s 332,168 
Year 15 · 2029 $ 897,750 s 332,168 
Year 16 · 2030 $ 897,750 s 332,168 

Year 17 • 2031 s 897,750 s 332,168 
Year 18 · 2032 $ 897,750 $ 332,168 
Year 19 • 2033 $ 897,750 $ 332,168 

Year 20 • 2034 $ 897,750 $ 332,168 

Year 21 · 2035 $ 897,750 $ 332,168 

Year 22 • 2036 $ 897,750 s 332,168 

Year 23 • 2037 $ 897,750 $ 332,168 
Year 24 • 2038 s 897,750 s 332,168 
Year 25 · 2039 $ 897,750 s 332,168 

Sum s 33,473,250 $ 12,385,103 

c 

COMPARISON OF VARIOUS TAX RATES ANO SCENARIOS 

FOR All NORTH DAKOTA WINO PROJECTS COMPLETED AFTER DECEMBER 31, 2014 

BASIS: 150 MW PROJECT, CAPITAL COST $2 M PER MW, 45% CAPACITY, WARD COUNTY 2013 Mill LEVY 

February 17, 2015 

0 G 
Current thru 2014 Current Law Estimated Current Law Current Law 

57·06 at 1.5% 57·33.2 • Wind Opt in 57·06 at 4.5% 57-33.2 • Non Coal/Wind 57·60 ·Coal Conversion 
2013 Avg, millage -171 2,500/mw & .5/mwh 2013 Avg, millage 171 500/mw & 1/mwh .65/mw & .25/mwh 

Annual Tax Annual Tax Annual Tax Annual Tax Annual Tax 
MlxN/A Mix56%/44% Mix N/A Mix 11%/89% Mix 1%/99% 

$ 452,081 $ 670,650 $ 971,494 $ 666,300 $ 147,923 
$ 572,636 $ 670,650 $ 1,230,559 $ 666,300 $ 147,923 
$ 542,498 $ 670,650 $ 1,165,793 $ 666,300 $ 147,923 
$ 512,359 $ 670,650 $ 1,101,026 $ 666,300 $ 147,923 

s 482,220 $ 670,650 $ 1,036,260 s 666,300 s 147,923 

s 452,081 $ 670,650 $ 971,494 s 666,300 $ 147,923 

s 421,943 $ 670,650 $ 906,728 $ 666,300 $ 147,923 
$ 391,804 $ 670,650 $ 841,961 $ 666,300 $ 147,923 

$ 361,665 s 670,650 s 777,195 s 666,300 s 147,923 
$ 331,526 $ 670,650 s 712,429 $ 666,300 s 147,923 

s 301,388 s 670,650 s 647,663 s 666,300 s 147,923 

s 271,249 s 670,650 $ 582,896 $ 666,300 $ 147,923 

s 241,110 s 670,650 s 518,130 $ 666,300 s 147,923 

$ 210,971 s 670,650 s 453,364 s 666,300 s 147,923 

s 210,971 $ 670,650 s 453,364 s 666,300 s 147,923 

s 210,971 s 670,650 s 453,364 s 666,300 s 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

s 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

s 210,971 $ 670,650 s 453,364 $ 666,300 $ 147,923 
$ 210,971 $ 670,650 s 453,364 $ 666,300 $ 147,923 
$ 210,971 s 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 7,866,214 s 16,766,250 $ 16,903,991 $ 16,657,500 $ 3,698,063 

H 

South Dakota Current Law Minnesota Current Law Montana Current Law 
3,000/mw & rate/mwh O/mw & $1.20 /mwh Class 14 Property 

Includes Incentives N/A 2013 Mill levy 462.89 
Annual Tax Annual Tax Annual Tax 

Mlx39%/61% Mlx0%/100% N/A 

s 516,817 s 709,S60 $ 4,166,010 

s 518,487 $ 709,560 $ 3,957,710 

$ 520,200 $ 709,560 $ 3,749,409 
$ 521,954 $ 709,560 $ 3,541,109 

$ 523,753 $ 709,560 $ 3,332,808 

$ 827,986 $ 709,560 $ 3,124,508 

$ 837,436 $ 709,560 $ 2,916,207 

$ 847,121 $ 709,560 $ 2,707,907 

$ 857,050 $ 709,560 $ 2,499,606 

$ 867,226 $ 709,560 $ 2,291,306 

$ 1,305,313 $ 709,560 $ 2,083,005 

$ 1,326,696 $ 709,560 $ 1,874,705 

$ 1,348,613 $ 709,560 $ 1,666,404 

s 1,371,078 $ 709,560 $ 1,458,104 

$ 1,394,105 $ 709,560 $ 1,458,104 

$ 1,417,708 $ 709,560 $ 1,458,104 

$ 1,441,901 $ 709,560 $ 1,458,104 

$ 1,466,698 $ 709,560 $ 1,458,104 

$ 1,492,116 $ 709,560 $ 1,458,104 

$ 1,518,168 $ 709,560 $ 1,458,104 

$ 1,544,873 $ 709,560 $ 1,458,104 

$ 1,572,245 $ 709,560 $ 1,458,104 

$ 1,600,301 $ 709,560 $ 1,458,104 

$ 1,629,058 $ 709,560 $ 1,458,104 
$ 1,658,535 $ 709,560 $ 1,458,104 

$ 28,925,436 $ 17,739,000 $ 55,407,933 



Estimated Generation and Capacity Tax Rates under 57-33.02 
Ad Valorem under 57·06--14.1 

Name of Company Taxable Value Total Taxes .. Megawatts Roted Capacity 

2013 2013 

North Dakota Wind, LLC (NextEra) 689,910 $109,496 61.50 61,500 

Velva Wlndfarm, LLC (Acciona) 152,120 $29,568 11.88 11,880 

Burleigh County Wind, LLC (NextEra) 454,120 $66,019 49.50 49,500 

Oliver Wind I, LLC (NextEra) 704,490 $123,271 50.60 50,600 1 

Langdon Wind I, LLC (NextEra) 1,573,290 $289,814 118.50 118,500 

Oliver Wind 11, LLC (NextEra) 750,830 $131,572 48.00 48,ooo l 

Otter Toil Langdon Wind 858,600 $0 40.50 40,500 

Tatanka Wind• (Acciona} 1,685,770 $309,319 137.25 137,2501 

Ashtabula Wind I, LLC (NextEro) 2,306,760 $412,402 148.50 148,500 

Langdon Wind 11, LLC (NextEra) 661,620 $121,876 40.50 40,500 

Otter Tail Ashtabula Wind 1,189,460 $0 48.00 48,000 

Ashtabula Wind 11, LLC (NextEra) 2,023,280 $354,668 120.00 120,000 

Cedar Hills Wind Project (MDU) 426,170 So 19.50 19,500 

Otter Tall Luverne Wind 821,580 $199,619 49.50 49,500 

Prairie Winds NO 1 (Basin) 1,688,700 $266,098 122.60 122,600 

Rugby Wind Form, Inc (Iberdrola) 1,705,140 $389,606 149.10 149,100 

Wilton Wind II, LLC (NextEra) 829,170 $119,568 49.50 49,500 

Ashtabula Wind Iii, LLC (NextEra) 1,304,870 $245,718 62.40 62,400 
Baldwin Wind, LLC (NextEra) 1,442,920 $208,323 102.40 102,400 

Total 21,268,8001 3,376,938 1,429.73 1,429,730.00 
'Totonko hos 42.75MW of the 180MW In SD. Generation Is estimated from the total of 661,000,000 kWh times 76.25% 
••From Company Annual Reports, MOU & Otter Tail tax dollars not available at the time of report 

Genaeratlon and Capacity Tax under 2013 Generation 

57-33.2·04 Megawatts (kWh) 2014 Tax 

Allete, Inc 291.80 780,799,000 $1,119,899.50 

Mlnnkota Power Coop 1.8 5,069,887 $7,034.95 

Transmission Line Mlle Tax Operating Year placed into 
Exemption under 57-0&-17.3 Miles voltage service Tax Dollars 

Rugby Wind 10.2352 230kV 2010 $3,070.56 

Tatanka 12.7929 230 kV 2008 $3,837.87 

Ashtabula Wind I 9.2 230kV 2008 $2,760.00 

Ashtabula Wind II 12.03 230 kV 2009 $3,609.00 

Kilowatt Hours 
Generated 

Rated Capacity times During Previous Kilowatt hour times 

$2.50 per kilowatt Calendar Year $0.0005/kWh 

2013 

$153,750.oo l 134,989,000 $67,494.50 

$29,700.00 29,039,000 $14,519.50 

$123,750.00 160,182,000 $80,091.00 

$126,500.00 155,192,000 $77,596.00 

$296,250.00 418,052,000 $209,026.00 

$120,000.00 152,404,000 $76,202.00 

$101,250.00 136,020,000 $68,010.00 

$343,125.00 504,012,500 I $252,006.25 

$371,250.00 467,569,000 $233,784 .50 

$101,250.00 135,757,000 $67,878.50 

$120,000.00 147,319,000 $73,659.50 

$300,000.00 379,852,000 $189,926.00 

$48,750.00 54,805,180 $27,402.59 

$123,750.00 169,217,000 $84,608.50 

$306,500.00 440,704,000 $220,352.00 

$372,750.00 383,784,550 $191,892.28 

s123,75o.oo l 189,966,000 $94,983.00 
$156,000.00 206,417,000 $103,208.50 
$256,ooo.oo I 353,730,000 $176,865.00 

3,574,325.00 4,619,011,230.00 2,309,505.62 

Total Tax 

Capacity Tax plus 

Generation Tax % chng Yrly $Change 

$2.50 I $.0005 

$221,244.50 102% $111,749 

$44,219.50 50% $14,651 

$203,841.00 209% $137,822 

$204,096.00 66% $80,825 

$505,276.00 74% $215,462 

$196,202.00 49% $64,630 

$169,260.00 ###### 

$595,131.25 92% $285,812 

$605,034.50 47% $192,633 

$169,128.50 39% $47,253 

$193,659.50 ###### 

$489,926.00 38% $135,258 

$76,152.59 ###### 

$208,358.50 4% $8,740 

$526,852.00 98% $260,754 

$564,642.28 45% $175,036 

$218,733.00 83% $99,165 
$259,208.50 5% $13,491 
$432,865.00 108% $224,542 

5,883,830.62 

First year 
assessed 

2004 

2006 

2006 

2007 

2008 

2008 

2008 

2008 

2009 

2009 

2009 

2010 

2010 

2010 

2010 

2010 

2010 

2011 1 
2011 

/.1-
~) :2·'~f5 

d/i> J_,0~1 

Taxable Value 

Percent of Trublne 

3% 

3% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 
1.5% 
1.5% 



Year Total MWH sold Renewable MWH Sold 

2008 10,577,905 424,513 

2009 11,820,533 845,629 

2010 12,375,345 1,568,759 

2011 13,386,806 2,163,995 

2012 12,706,413 2,105,501 

2013 14,328,872 2,200,118 

North Dakota Renewable Energy Goal Progress Report 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Percent Renewable 

4.01% 

7.15% 

12.68% 

16.17% 
16.57% 

15.35% 

2008 2009 2010 2011 2012 2013 



North Dakota Renewable Energy Goal Progress Report Calendar Year 2008 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Uti lities Co. 

Otter Tail Power Company 

Missouri River Energy Services 

Basin Electric Power Cooperative 

Cass County Electric Cooperative 
Minnkota Power Cooperative 

Total North Dakota 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,170,565 221,172 10.19 

1,553,712 36,697 2.36 

1,509,538 109,172 7.23 

71,356 0 0.00 

4,427,342 55,342 1.25 

845,392 2,130 0.26 
943917 113270 12.00 

10,577,905 424,513 1 4.01% 

j:l.l .~ 

4)..0~1 

')- n. \'7 



North Dakota Renewable Energy Goal Progress Report Calendar Year 2009 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Uti lities Co. 

Otter Tail Power Company 

Missouri River Energy Services 

Basin Electric Power Cooperative 

Cass County Electric Cooperative 
Minnkota Power Cooperative 

Total North Dakota 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,217,371 163,325 7.37 

1,565,304 

1,596,457 

70,482 

4,544,665 

865,540 
960,714 

11,820,533 

51,373 

206,111 

705 

181,787 

2,150 
240,179 

845,629 1 7.15% 

3.28 

12.91 

1.00 

4.00 

0.25 
25.00 



North Dakota Renewable Energy Goal Progress Report Calendar Year 2010 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Uti lities Co. 

Otter Tail Power Company 

Missouri River Energy Services 

Basin Elect ric Power Cooperative 

Minnkota Power Cooperative 
Cass County Electric Cooperative Inc. 

Total North Dakota 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sou rces. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,155,980 194,318 9.01 

1,608,983 

1,694,944 

68,638 

5,036,795 

964,948 
845,057 

12,375,345 

88,022 

235,252 

1,373 

758,200 

289,484 
2,110 

1,568,759 1 12.68% 

5.50 

13.88 

2.00 

9.90 

30.00 
0 .25 



North Dakota Renewable Energy Goal Progress Report Calendar Year 2011 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Uti lities Co. 

Otter Tail Power Company 

Missouri River Energy Services 

Basin Electric Power Cooperative 

Minnkota Power Cooperative 

Tota l North Dakota 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,193,779 290,453 13.24 

1,718,125 

1,779,669 

70,183 

5,521,962 

2,103,088 

13,386,806 

117,715 

272,413 

2,106 

850,382 

630,926 

2,163,995 1 16.17% 

6.85 

15.31 

3.00 

15.40 

30.00 



North Dakota Renewable Energy Goal Progress Report Calendar Year 2012 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Utilities Co. 

Otter Tail Power Company 

Missouri River Energy Services 

Minnkota Power Cooperative 

Central Power Electric Cooperative (CPEC) 

Upper Missouri G& T Electric Cooperative 

Total North Dakota 

Notes: 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,173,578 304,792 14.02 

1,774,593 126,509 7.13 

1,716,213 249,379 14.53 

66,351 2,655 4.00 

2,116,708 635,012 30.00 

1,873,294 303,474 16.20 

2,985,676 483,680 16.20 

12,706,413 2,105,501 16.57% 

For 2012 Basin Electric reported it would no longer aggragate reporting for its member cooperatives: 



North Dakota Renewable Energy Goal Progress Report Calenda r Year 2013 

Producer 

Northern States Power Co. dba Excel Energy 

Montana-Dakota Uti lities Co. 

Otter Tail Power Company 

Missouri River Energy Services (projected) 

Minnkota Power Cooperative 

Central Power Electric Cooperative (CPEC) 

Upper Missouri G& T Electric Cooperative 

Total North Dakota 

NDCC 49-22-08 provides a voluntary objective that ten percent of all electricity 

sold at retail within North Dakota by the year 2015 be obtained from renewable 

and recycled energy sources. 

Total MWH sold Renewable MWH Sold Percent Renewable 

2,253,827 264,973 11.76 

1,918,869 123,406 6.43 

1,848,818 270,730 14.64 

78,074 4,685 6.00 

2,327,633 698,290 30.00 

2,013,321 285,892 14.20 

3,888,330 552,143 14.20 

14,328,872 2,200,118 15.35% 

1 ... 1 

~?..0~1 

? · 11.1? 



15.0241 .01003 
Title. 

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

February 18, 2015 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2037 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact section 57-06-14.1 of the Nrh Dakota Century Code, relating to taxation of 
wind turbine electric generation unit ; to provide for a legislative management study; to 
provide for a report; and to provide n effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-06-14.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-06-14.1. Taxable valuationTaxation of centrally assessed wind turbine 
electric generators. 

1_,_ A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more on which 
construction is completed before January 1, 2015, must be valued at three 
percent of assessed value to determine taxable valuation of the property 
except: 

~ a. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, for 
which a purchased power agreement was executed after April 30, 
2005, and before January 1, 2006, and construction was completed 
after April 30, 2005, and before July 1, 2006, must be valued at one 
and one-half percent of assessed value to determine taxable valuation 
of the property for the duration of the initial purchased power 
agreement for the generation unit; and 

2-:- b. A centrally assessed wind turbine electric generation unit with a 
nameplate generation capacity of one hundred kilowatts or more, on 
which construction is completed after June 30, 2006, and before 
January 1, 2015, must be valued at one and one-half percent of 
assessed value to determine taxable valuation of the property. 

2. A centrally assessed wind turbine electric generation unit with a nameplate 
generation capacity of one hundred kilowatts or more. on which 
construction is completed after December 31. 2014; for which a purchased 
power agreement is entered or renewed after December 31 , 2014; or 
which is purchased by a company subject to taxation under this chapter 
after December 31, 2014, is subject to taxes in lieu of property taxes, to be 
determined as provided in subsection 1 of section 57-33.2-04 and subject 
to any associated administrative provisions of chapter 57-33.2. 

SECTION 2. LEGISLATIVE MANAGEMENT STUDY - WIND GENERATION 
TAXATION. During the 2015-16 interim, the legislative management shall consider 
studying wind generation taxation, including analysis of property, generation, sales, and 
income tax application and equity within the industry. The legislative management shall 

Page No. 1 15.0241 .01003 



report its findings and recommendations, together with any legislation necessary to 
implement the recommendations, to the sixty-fifth legislative assembly. 

SECTION 3. REPORTS BY PUBLIC SERVICE COMMISSION. At least once in 
each year of the 2015-16 interim, the public service commission shall present a report 
to the interim committee designated by the legislative management on the most current 
information available on the status of retail sales of electricity in the state meeting or 
exceeding the state renewable and recycled energy objective established in section 
49-02-28 and a comparison of the amount of renewable and recycled energy produced 
in the state with the amount sold at retail in the state. 

SECTION 4. EFFECTIVE DATE. Section 1 of this Act is effective for taxable years 
beginning after December 31, 2014." 

Renumber accordingly 
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D EPARTMENT OF COMMERCE TESTIMONY ON SENATE BILL 2037 

MARCH 1 6, 2 0 1 5, 9 : 00 A.M. 

HOUSE FINANCE AND TAXATION COMMITTEE 

REPRESENTATIVE CRAIG HEADLAND, CHAIRMAN 

ALAN ANDERSON - COMMISSION, ND D E PARTMENT 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 Bi l l  
203 7 .  This i s  a b i l l  that was recommended by the Commission and approved by the interim 
Energy Development and Transmission committee. A l i st of the bi l ls  the House of 

Representatives wi l l  be seeing that has been recommended and supported by the Commission is 
below: 

• Senate Bi l l  No. 2034 - Oil  Gathering Pipeli nes Sales Tax E xemption. 
• Senate Bi l l  No.  2035 - Value-Added Energy Facil ity Sales Tax Exemption. 
• Senate B i l l  No. 2036 - Coal Beneficiation. 
• Senate Bi l l  No.  203 7 - Wind Energy Incentives. 
• Senate B i l l  No. 23 1 8  - Carbon Dioxide Capture Equipment Used for Enhanced Oil 

Recovery. 

Any bi l l  recommended or endorsed by the EmPower N D  Commission is done so with unanimous 
support of the Commission. This is not always a s imple task, given the interests of the various 
energy i ndustries represented on the Commission. Of al l  of the bil l s  that Em Power ND 
Commission endorsed this session, this bi l l  required the most deliberation to reach a consensus. 
That being said, I believe the EmPower ND Commission came up with a good bil l  that all of the 
Commission members support. 

Senate Bi l l  2037 relates primari ly to tax incentives for wind energy production, speci fical ly the 
expiration of the incentives, and as introduced, also included changes to sales tax exemption for 
machinery or equipment used to produce coal from a new mine. SB 2037 was i ntended to 
achieve some l evel of parity among energy industries with incentives, by phasing out some 
incentives and making changes to others. While this has been altered with the changes made by 

the S enate, S B  203 7 i s  sti l l  a very much needed bi l l  and one that the EmPower ND Commission 
supports with a few recommended changes. 

Section 1 of the bil l  relates to the property taxes paid for centrall y  assessed wind turbine electric 
generation units. In most cases, units constructed through 20 1 4  pay property taxes based upon 
1 .5% of the assessed value. This  incentive rate is set to expire for new units in which 
construction is completed after December 3 1 ,  20 1 4 . SB 2037 would have these new units be 
taxed under the production and capacity method under N DCC chapter 57-3 3 .2, which compares 



to approximately a 4.5% valuation. Don Boehm with Basin Electric Power Cooperative wil l  be 
providing information on how this taxation method compares to the cun-ent method. The 
l anguage the Senate approved is different; however the Commission recommended this change 
in the original SB 203 7 .  I should clari fy that the taxation is based upon the wind turbines 
themselves, not the wind farm in which the turbines are location. 

One change that the Em Power ND Commission does not support in section 1 is  the requirement 

that triggers a transfer of existing wind turbines to the production & capacity taxation method if  
the purchased power agreement is  renewed or i f  i t  is  sold. We believe that this requirement 
would pose administrative difficulties, such as detennining what constitutes a sale with proj ects 

that involve multiple entities. We also disagree with tying a tax change to a private contractual 
agreement.  We are proposing an alternative of transferri ng wind turbines to the production & 
capacity taxation method after twenty years. 

Section 2 provides a grace period for the wind energy tax credit for proj ects in which 
construction commences prior to January 1 ,  20 1 5, and which the wind turbines are install ed prior 
to J anuary I ,  20 1 7 .  This is important for those wind projects that are cun-ently under 
construction, but were not able to be completed prior to the end of l ast year. New projects that 
have not yet started construction wou ld not be el igi h l e  to receive tax credits. 

Section 3 and 4 were added by the Senate. Section 3 is a Legislative Management study of wind 
generation taxation and section 4 requires reports by the Public Service Commission on the 
status of the retail sales of electricity in the state. 

The original SB 203 7  also included removing the sunset clause on the sales tax exemption for 
wind-powered electrical generating facil ities, as wel l as expanding the sales tax exemption 
related to new coal mines. With these changes, the sales tax exemptions would be consistent 
with other energy-related sales tax exemptions. The Senate did not agree with these changes and 

we are not asking for them to be restored. However, we do feel there is a need to better clarify 
the definition of "machinery or equipment" exempted under the new coal mine sales tax 
exemption and wil l  be offering an amendment to do so. 

Mr. Chairman and members of the Finance and Taxation Committee, I respectfull y  request your 
favorable consideration of Senate Bi l l  203 7. That concludes my testimony and I am happy to 
entertain any questions. 
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2037 

Page 1, line 1, remove the second "and" 

Page 1, line 2, after "57-38-01 .8" insert ", and section 57-39.2-04.8" 

Page 1, line 3, replace "and" with a comma 

Page 1, line 4, after "devices", insert ", and a sales tax exemption for machinery or 
equipment used to produce coal from a new mine" 

Page 1, line 20, overstrike "for the duration of the initial purchased power" 

Page 1, line 21 , overstrike "agreement for the generation unit" 

~dp. 1 

Page 2, line 5, replace "; for which a purchased power agreement is entered or renewed" 
with "or which is twenty years or more from the date of first assessment" 

Page 2 , remove line 6 

Page 2, line 7, remove "under this chapter after December 31, 2014" 

Page 2 , after line 24, insert: 

"SECTION 3. AMENDMENT. Section 57-39.2-04.8 of the North Dakota Century 
Code is amended and reenacted as follows : 

57-39.2-04.8. Sales tax exemption for machinery or equipment used to produce 
coal from a new mine. 

1. Gross receipts from sales of machinery or equipment used to produce coal from a 
new mine located in this state are exempt from the tax imposed by this chapter. The 
exemption for each new mine under this section is limited to the first five million 
dollars of sales and use tax paid . 

2. Purchase of replacement machinery or equipment is exempt if the capitalized 
investment in the new mine exceeds twenty million dollars using the United States 
generally accepted accounting principles. Purchases of repair or replacement parts 
for existing machinery or equipment are not exempt under this section . 

3. The mine operator shall apply to the commissioner for a refund of sales and use 
taxes paid for which the exemption is claimed under this section. A refund claim may 
not exceed the limitation in subsection 1. If the machinery or equipment is used 
directly or indirectly to produce coal, the interest provisions of section 57-39.2-25 do 
not apply to purchases made prior to July 1, 2015. Application for the refund must be 
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made at the time and in the manner directed by the commissioner and must include 
sufficient information to verify the correctness of the refund claim . 

4. For purposes of this section: 
a. "Machinery or equipment" means machinery or equipment purchased after 

December 31, 2010, and used directly or indirectly to uncover, sever, crush , 
handle, or transport coal removed from the earth . "Machinery or equipment" 
includes draglines, excavators, rolling stock, conveyor equipment, reclamation 
equipment, a00 equipment to pulverize coal, water trucks, fuel trucks, low-boys, 
cranes, lubrication trucks, motor graders, service trucks, light plants . and de­
watering equipment. but does not include rail spurs, office buildings, workshops, 
or any component not used directly to uncover, sever, crush, handle, or transport 
coal removed from the earth. 

b. "New mine" means an area permitted under chapter 38-14.1 by the public 
service commission after December 31, 2010. 

c. "Produce coal" means mining operations to uncover, sever, crush, handle, or 
transport coal from its natural location under the earth's surface to the mouth of 
the mine and all activities necessary and incidental to the reclamation of that 
location." 

Renumber accordingly 
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H ouse F ina nce & Taxation Com m ittee 

Don Boe h m  Ta l ki ng Poi nts 

Senate B i l l  2037 
Ma rch 16, 2015 

• C h a i rm a n  H ea d la n d  a nd m e m bers of the comm ittee, my n a m e  is  Don 

Boe h m .  I a m  the M a nager  of M u ltistate Tax for Bas i n E lectric Power 

Coo pe rative. 

• The d ocu m e nts that a re being d istr ibuted conta i n  some u pdated 

i nformation from what you m ay have a l ready received and reviewed .  

• The fi rst s h e et, dated M a rch 13, 2015, i s  a co m pa rison of va rious tax rates 

cu rre nt ly i n  effect today. The com pa rison i nvolves a 150 MW wind project 

with a ca p ita l cost of $2M per MW a n d  ge n e rating at a ca pacity of 45% 
placed i nto service on J a n u a ry 1, 2015 . 

• A l ife of 25 yea rs was used to d etermine the tota l property taxes paid over 

the l ife of the wind p roject. The 2013 Wa rd Cou nty m i l l  rate of 171 mi l l s  

was a lso  u se d  i n  the com pa rison .  

• At the top of each co l u m n  is  a l etter  (see "A" through "J" ) .  Th is letter is 

used to eas i ly  reference each co l u m n  a nd the tax rate used to d etermine 

the tota l taxes pa i d .  

• Col u m ns "A" through "C" a re the taxes a ssociated with the d ete rmi nation 

of fa i r  m a rket va l u e  u sing at 10%, 3% and 1Yz% taxa b l e  va l u e  u nd e r  Chapte r 

57-06. 10% is the taxa b le  va l u e  pe rcentage a p p l ied  to a l l  i n d u stri a l  a nd 

com m e rcia l  p roperty i n  the state . The 3% a n d  1Yz% a re the taxa b le  va lue  

pe rce ntages a pp l ied to  a l l  existi ng wind projects i n  the state . 

• Col u m n  " D" is  the existing production/ca pacity tax m ethod u nd e r  Chapter 

57-33 . 2 .  This  method is a ppl ied to a l l  wind projects owned by cooperatives 

a nd those e ntities s u bject to taxation u nd e r  Cha pter 57-06 that opt to be 

taxed 57-3 3 . 2 .  
• Col u m n  " E" is  the same methodology a s  Colu m n s  "A" th rough "C" with the 

exce pt ion of uti l iz ing a 4Yz% taxa b l e  va l u e .  As you ca n see, the tota l tax 

pa id  u nd e r  Col u m n  "D" a nd Co l u m n  "E" a re re lative ly close. 



• Co l u m ns "F"  a n d  "G" use the sa me capacity a n d  p ro d u ction rates that a re 

a pp l ie d  to N o n  Coa l/N o n  Wind projects a nd coa l  conve rs ion fac i l it ies 

respective ly.  The tota l tax paid by a Non Coa l/Non W i n d  fac i l ity is  close to 

the tota l tax paid u nder  Co l u m n  "D" .  A coa l conve rs i o n  fac i l ity has a 

greate r MW ca pacity a n d  prod u ction percentage i s  genera l ly i n  the 85 - 90 
perce nt ra nge thus  resu lt ing i n  h igher taxes pa i d .  

• Co l u m ns "H", "I"  a nd "J" a re com pa riso ns with the neighbor ing states of 

South Da kota, M i n nesota a nd M o nta na . South Da kota is the reason for this  

compa r ison s heet to be u pdate d .  Se nate Bi l l  180 was s igned by the 

G overnor last Fr iday M a rch 13,  2015 . The bi l l  red uced the existi ng 

ca pa city/pro d u ct ion rates to be more com petitive with N o rth  Da kota and 

M i n n esota . 

• The secon d  page has not change d .  It i s  a l isti ng of a l l  exist ing wind projects 

with i n  t h e  state of North Da kota . It is a rra nged by the yea r  each wind  

p roje ct was put  i nto service . 

• The ye l low h ig h l ighted sections com pa re the tax pa id  by the p roject in  2013 
vers u s  the tax if the opt in rate u nd e r  57-33 .2  (a l so  used for new projects 

u n d e r  col u m n  "F" on the previous page) .  As it is s h own, the  tax pa id  u nd e r  

the o pt i n  rates wou ld i ncrease for e a c h  p roject fro m  a low o f  4% t o  a h igh 

of 209%. 
• Tha n k  you for you r  t ime.  I wou ld be glad to a n swer a ny q u est ions .  
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A B 

Effective 2015 SB 2037 Proposed 
57-06 at 10% 57-06 at 3.0% 

2013 Avg, millage 171 2013 Avg, millage 171 
Annua l Tax Annua l Tax 

Yea r Mix N/A Mix N/A 
Year 1- 2015 $ 1,923,750 $ 711,788 

Year 2 - 2016 $ 2,436,750 $ 901,598 
Year 3 - 2017 $ 2,308,500 $ 854,145 
Year 4 - 2018 s 2,180,250 s 806,693 
Year 5 - 2019 $ 2,052,000 $ 759,240 

Year 6 - 2020 $ 1,923,750 $ 711,788 
Year 7 - 2021 $ 1,795,500 $ 664,335 

Year 8 - 2022 $ 1,667,250 $ 616,883 

Year 9 - 2023 $ 1,539,000 $ 569,430 
Year 10 - 2024 $ 1,410,750 $ 521,978 

Year 11 - 2025 $ 1,282,500 $ 474,525 

Year 12 - 2026 $ 1,154,250 $ 427,073 

Year 13 - 2027 $ 1,026,000 $ 379,620 
Year 14 - 2028 $ 897,750 $ 332,168 

Year 15 - 2029 $ 897,750 $ 332, 168 
Year 16 - 2030 $ 897,750 $ 332, 168 

Year 17 - 2031 $ 897,750 $ 332,168 

Year 18 - 2032 $ 897,750 $ 332,168 
Year 19 - 2033 $ 897,750 $ 332,168 

Year 20 - 2034 $ 897,750 $ 332,168 
Year 21 - 2035 $ 897,750 s 332,168 

Year 22 - 2036 $ 897,750 $ 332,168 

Year 23 - 2037 $ 897,750 $ 332,168 
Year 24 - 2038 $ 897,750 $ 332,168 
Year 25 - 2039 $ 897,750 $ 332,168 

Sum $ 33,473,250 $ 12,385,103 

c 

COMPARISON OF VARIOUS TAX RATES AND SCENARIOS 

FOR ALL NORTH DAKOTA WIND PROJECTS COMPLETED AFTER DECEMBER 31, 2014 

BASIS: lSO MW PROJECT, CAPITAL COST $2 M PER MW, 4S% CAPACITY, WARD COU NTY 2013 MI LL LEVY 
February 17, 2015 

D G 

Current thru 2014 Current Law Estimated Current Law Current Law 
57-06 at 1.5% 57-33.2 - Wind Opt in 57-06 at 4.5% 57-33.2 - Non Coal/Wind 57-60 -Coal Conversio n 

2013 Avg, millage 171 2,500/mw & .5/ mwh 2013 Avg, millage 171 500/mw & l/mwh .65/mw & .25/mwh 
Ann ual Tax Annual Tax Annual Tax Annual Tax Ann ual Tax 

Mix N/A Mix 56%/44% Mix N/A Mix 11%/89% Mix 1%/99% 

$ 452,081 $ 670,650 $ 971,494 $ 666,300 $ 147,923 

$ 572,636 $ 670,650 $ 1,230,559 $ 666,300 $ 147,923 

$ 542,498 $ 670,650 $ 1,165, 793 $ 666,300 $ 147,923 

s 512,359 s 670,650 s 1,101,026 s 666,300 s 147,923 

$ 482,220 $ 670,650 $ 1,036,260 $ 666,300 $ 147,923 

$ 452,081 $ 670,650 $ 971,494 $ 666,300 $ 147,923 

$ 421,943 $ 670,650 $ 906,728 $ 666,300 $ 147,923 

$ 391,804 $ 670,650 $ 841,961 $ 666,300 $ 147,923 

$ 361,665 $ 670,650 $ 777,195 $ 666,300 $ 147,923 

$ 331,526 $ 670,650 $ 712,429 $ 666,300 $ 147,923 

$ 301,388 $ 670,650 $ 647,663 $ 666,300 $ 147,923 

$ 271,249 $ 670,650 $ 582,896 $ 666,300 s 147,923 

$ 241,110 $ 670,650 $ 518,130 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 s 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 210,971 $ 670,650 $ 453,364 $ 666,300 $ 147,923 

$ 7,866,214 $ 16,766,250 $ 16,903,991 $ 16,657,500 $ 3,698,063 

H 

South Dakota Current La w Minnesota Current Law Montana Current Law 

3,000/mw & rate/mwh 0/mw & $1.20 / mwh Class 14 Property 

Incl udes Incentives N/A 2013 Mil l levy 462.89 

Annual Tax Annua l Tax Annua l Tax 
Mix 39%/61% Mix 0%/100% N/ A 

$ 516,817 $ 709,560 $ 4,166,010 
$ 518,487 $ 709,560 $ 3,957,710 
$ 520,200 $ 709,560 $ 3,749,409 
s 521,954 $ 709,560 s 3,541,109 

$ 523, 753 s 709,560 $ 3,332,808 

$ 827,986 $ 709,560 $ 3,124,508 

$ 837,436 $ 709,560 $ 2,916,207 

$ 847,121 $ 709,560 $ 2,707,907 

$ 857,050 $ 709,560 $ 2,499,606 

$ 867,226 $ 709,560 $ 2,291,306 

$ 1,305,313 $ 709,560 $ 2,083,005 

$ 1,326,696 $ 709,560 $ 1,874,705 

$ 1,348,613 $ 709,560 $ 1,666,404 

$ 1,371,078 $ 709,560 $ 1,458,104 

$ 1,394,105 $ 709,560 $ 1,458,104 

$ 1,417,708 $ 709,560 $ 1,458,104 
$ 1,441,901 $ 709,560 $ 1,458,104 

$ 1,466,698 $ 709,560 $ 1,458,104 

$ 1,492,116 $ 709,560 $ 1,458,104 
$ 1,518,168 $ 709,560 $ 1,458,104 
$ 1,544,873 $ 709,560 $ 1,458,104 

$ 1,572,245 $ 709,560 $ 1,458,104 

$ 1,600,301 $ 709,560 $ 1,458,104 

$ 1,629,058 $ 709,560 $ 1,458,104 

$ 1,658,535 $ 709,560 $ 1,458,104 

$ 28,925,436 $ 17,739,000 $ 55,407,933 



Estimated Generation and Capacity Tax Rates under 57-33.02 
Ad Valorem under 57-06-14.1 

Name of Company Taxable Value Total Taxes ... Megawatts Rated Capacity 

2013 2013 

North Dakota Wind, LLC (NextEra) 689,910 $109,496 61.50 1 61,500 

Velva Windfarm, LLC (Acciona) 152,120 $29,568 11.88 11,880 

Burleigh County Wind, LLC (NextEra) 454,120 $66,019 49.50 49,500 

Oliver Wind I, LLC (NextEra) 704,490 $123,271 50.60 50,600 

Langdon Wind I, LLC {NextEra) 1,573,290 $289,814 118.50 118,500 

Oliver Wind II, LLC (NextEra) 750,830 $131,572 48.00 48,000 

Otter Ta il Langdon Wind 858,600 $0 40.50 40,500 

Tatanka Wind• {Acciona) 1,685,770 $309,319 137.25 137,250 

Ashtabula Wind I, LLC (NextEra) 2,306,760 $412,402 148.so l 148,500 

Langdon Wind II, LLC (NextEra) 661,620 $121,876 40.50 40,500 
I 

Otter Tail Ashtabula Wind 1,189,460 $0 48.00 48,000 

Ashtabula Wind 11, LLC (NextEra) 2,023,280 $354,668 120.00 120,000 

Cedar Hills Wind Project (MDU ) 426,170 $0 

Otter Tail Luverne Wind 821,580 $199,619 

19.50 1 
19,500 

-- 49,500 49.50 

Prairie Winds ND 1 (Basin) 1,688,700 $266,098 122.60 122,600 

Rugby Wind Farm, Inc (I berdrola) 1,705,140 $389,606 149.10 149,100 

Wilton Wind II, LLC (NextEra) 829,170 $119,568 49.50 49,500 
Ashtabula Wind Il l, LLC (NextEra) 1,304,870 $245,718 62.40 62,400 I 
Baldwin Wind, LLC (NextEra) 1,442,920 $208,323 102.40 102,400 I 

Total 21,268,800 3,376,938 1,429.73 I 1,429,730.00 
•Tatanka has 42.75MW of the 180MW in SD. Generation is estimated from the total of 661,000,000 kWh times 76.25% 
••From Company Annual Reports, MDU & Otter Tail tax dollars not available at the time of report 

Genaeration and Capacity Tax under 2013 Generation 
57-33.2-04 Me2awatts (kWh) 2014 Ta< 

Allete, Inc 291.80 780,799,000 $1,119,899.50 

Minnkota Power Coco 1.8 5,069,887 $7,034.95 

Transmission line Mile Tax Operating Year placed into 
Exemotion under 57-06-17.3 M iles voltali!e service Tax Dollars 

Rugby Wind 10.2352 230 kV 2010 $3,070.56 

Tatanka 12 .7929 230 kV 2008 $3,837.87 

Ashtabula Wind l 9.2 230 kV 2008 $2,760.00 

Ashtabula Wind II 12.03 230 kV 2009 $3,609 .00 

Kilowatt Hours 

Generated 

Rated Capacity times During Previous Kilowatt hour times 

$2.50 per kilowatt Calendar Year $0.0005/kWh 

2013 

$153,750.oo l 134,989,000 $67,494 .50 

$29,700.00 29,039,000 $14,519.50 

$123,750.00 160, 182,000 $80,091.00 

$126,500.00 155,192,000 $77,596.00 

$296,250.00 418,052,000 $209,026.00 

$120,000.00 152,404,000 $76,202 .00 

$101,250.00 136,020,000 $68,010.00 

$343,125.00 504,012,500 $252,006.25 

$371,250.oo l 467,569,000 i $233,784.50 

$101,250.00 135,757,000 $67,878.50 

I I 
$120,000.00 147,319,000 $73,659.50 

$300,000.00 379,852,000 $189,926.00 

$48,750.00 54,805,180 1 $27,402.59 

$123,750.00 169,217,000 $84,608.50 

I 
$306,500.00 440,704,000 $220,352.00 

$372,750.00 383, 784,550 $191,892 .28 

$123,750.00 189,966,000 $94,983 .00 
$156,000.00 206,417,000 $103,208.50 
$256,ooo.oo I 353,730,000 1 s116,865.oo I 

3,574,325.00 4,619,011,230.00 2,309,505.62 I 

Total Tax 

Capacity Tax plus First year Taxable Value 

Generation Tax % chng Yrly $ Change assessed Percent of Trubine 

$2.so I $.0005 

$221,244.50 102% $111,749 2004 3% 

$44,219.50 50% $14,651 2006 3% 

$203,841.00 209% $137,822 2006 1.5% 

$204,096.00 

$505,276.00 

66% $80,825 

74% $215,462 

2007r-- 1.5% 

~ 1.5% 

$196,202.00 49% $64,630 2008 1.5% 

$169,260.00 #DI V/O! 2008 1.5% 

$595,131.25 92% $285,812 2008 1.5% 

$605,034.50 47% $192,633 2009 1.5% -

$169,128.50 39% $47,253 2009 1.5% 

$193,659 .50 •DIV/O! 2009 1.5% 

$489,926.00 38% $135,258 20 10 1.5% --
$76,152.59 #DIV/01 2~ 1.5% 

$208,358.50 4% $8,740 2010 1 1.5% 

$526,852.00 98% $260,754 2010 1.5% 

$564,642.28 45% $175,036 20 10 1.5% 

$218,733.00 83% $99,165 20 10 1.5% 
$259,208.50 
$432,865.00 

5% $13,491 
108% $224,542 

2011 1 1.5% 
2011 1.5% 

5,883,830.62 



A B 

Effective 2015 SB 2037 Proposed 

57-06 at 10% 57-06 at 3.0% 
2013 Avg, millage 171 2013 Avg, millage 171 

Annual Tax Annual Tax 
Year Mix N/A Mix N/A 

Year 1 - 2015 s 1,923,750 s 711,788 

Year 2 - 2016 $ 2,436,750 $ 901,598 

Year 3 - 2017 s 2,308,500 s 854,145 
Year 4 - 2018 s 2,180,250 s 806,693 

Year 5 - 2019 $ 2,052,000 s 759,240 

Year 6 - 2020 $ 1,923,750 s 711,788 

Year 7 - 2021 s 1,795,500 s 664,335 
Year 8 - 2022 s 1,667,250 $ 616,883 

Year 9 - 2023 s 1,539,000 s 569,430 
Year 10 - 2024 $ 1,410,750 s 521,978 

Year 11 - 2025 s 1,282,500 s 474,525 
Year 12 - 2026 s 1,154,250 $ 427,073 

Year 13 - 2027 $ 1,026,000 s 379,620 
Year 14 - 2028 $ 897,750 s 332,168 

Year 15 - 2029 $ 897,750 $ 332,168 

Year 16 - 2030 s 897,750 s 332,168 

Year 17 - 2031 s 897,750 $ 332,168 

Year 18 - 2032 s 897,750 s 332,168 
Year 19 - 2033 $ 897, 750 s 332,168 

Year 20 - 2034 $ 897,750 s 332,168 

Year 21- 2035 s 897,750 $ 332,168 

Year 22 - 2036 s 897,750 $ 332,168 

Year 23 - 2037 $ 897,750 s 332,168 
Year 24 - 2038 s 897,750 s 332,168 
Year 25 - 2039 s 897,750 $ 332,168 

Sum s 33,473,250 $ 12,385,103 

c 

COMPARISON OF VARIOUS TAX RATES AND SCENARIOS 

FOR ALL NORTH DAKOTA WIND PROJECTS COMPLETED AFTER DECEMBER 31, 2014 

BASIS: 150 MW PROJECT, CAPITAL COST $2 M PER MW, 45% CAPACITY, WARD COUNTY 2013 MILL LEVY 

March 13, 2015 

D G 

Current th ru 2014 Current Law Estimated Current Law Current Law 

57-06 at 1.5% 57-33.2 - Wind Opt in 57-06 at 4.5% 5 7-33.2 - Non Coal/Wind 57-60 -Coal Conversion 

2013 Avg, millage 171 $2,500/mw & $.5/mwh 2013 Avg, millage 171 $500/mw & $1/mwh $.65/mw & $.25/mwh 

Annual Tax Annual Tax Annual Tax Annual Tax Annual Tax 

Mix N/A Mix56%/44% Mix N/A Mix 11%/89% Mix 1%/99% 

s 452,081 $ 670,650 $ 971,494 $ 666,300 $ 147,923 

$ 572,636 $ 670,650 s 1,230,559 $ 666,300 $ 147,923 

s 542,498 $ 670,650 $ 1,165, 793 s 666,300 $ 147,923 

s 512,359 s 670,650 s 1,101,026 s 666,300 s 147,923 

s 482,220 $ 670,650 s 1,036,260 s 666,300 $ 147,923 

s 452,081 $ 670,650 s 971,494 $ 666,300 $ 147,923 

s 421,943 $ 670,650 $ 906,728 s 666,300 $ 147,923 

$ 391,804 $ 670,650 s 841,961 s 666,300 $ 147,923 

s 361,665 s 670,650 s 777,195 s 666,300 s 147,923 

s 331,526 s 670,650 s 712,429 s 666,300 $ 147,923 

s 301,388 $ 670,650 s 647,663 s 666,300 $ 147,923 

$ 271,249 $ 670,650 $ 582,896 $ 666,300 $ 147,923 

$ 241,110 $ 670,650 s 518,130 $ 666,300 $ 147,923 

s 210,971 s 670,650 s 453,364 $ 666,300 s 147,923 

s 210,971 $ 670,650 s 453,364 $ 666,300 $ 147,923 

s 210,971 s 670,650 $ 453,364 $ 666,300 $ 147,923 

s 210,971 $ 670,650 s 453,364 $ 666,300 s 147,923 

s 210,971 s 670,650 s 453,364 $ 666,300 $ 147,923 

s 210,971 s 670,650 s 453,364 s 666,300 s 147,923 

s 210,971 s 670,650 s 453,364 $ 666,300 $ 147,923 

s 210,971 s 670,650 s 453,364 s 666,300 s 147,923 

$ 210,971 s 670,650 s 453,364 s 666,300 $ 147,923 

s 210,971 s 670,650 s 453,364 s 666,300 s 147,923 

s 210,971 s 670,650 s 453,364 $ 666,300 $ 147,923 

$ 210,971 s 670,650 $ 453,364 s 666,300 s 147,923 

s 7,866,214 $ 16,766,250 $ 16,903,991 $ 16,657,500 $ 3,698,063 

H 

South Dakota April 1, 2015 Minnesota Current Law Montana Current Law 

$3,000/mw & $.45/mwh 0/mw & $1.20 /mwh Class 14 Property 

No Incentives N/A 2013 Mill levy 462.89 

Annual Tax Annual Tax Annual Tax 
Mix 63%/37% Mix0%/100% N/A 

$ 716,085 $ 709,560 s 4,166,010 

s 716,085 s 709,560 s 3,957,710 
$ 716,085 $ 709,560 $ 3,749,409 

s 716,085 s 709,560 $ 3,541,109 

s 716,085 s 709,560 s 3,332,808 

s 716,085 s 709,560 $ 3,124,508 

s 716,085 s 709,560 $ 2,916,207 

s 716,085 s 709,560 $ 2,707,907 

s 716,085 s 709,560 s 2,499,606 

s 716,085 s 709,560 s 2,291,306 

s 716,085 s 709,560 s 2,083,005 

s 716,085 s 709,560 s 1,874,705 

s 716,085 s 709,560 s 1,666,404 

s 716,085 s 709,560 s 1,458,104 

s 716,085 $ 709,560 $ 1,458,104 

s 716,085 s 709,560 s 1,458,104 

s 716,085 s 709,560 $ 1,458,104 

$ 716,085 s 709,560 $ 1,458,104 

s 716,085 s 709,560 s 1,458,104 

$ 716,085 s 709,560 $ 1,458,104 

s 716,085 s 709,560 $ 1,458,104 

s 716,085 s 709,560 s 1,458,104 

$ 716,085 s 709,560 s 1,458,104 

$ 716,085 $ 709,560 $ 1,458,104 

s 716,085 $ 709,560 s 1,458,104 

$ 17,902,125 s 17,739,000 $ 55,407,933 



Estimated Generation and Capacity Tax Rates under 57-33.02 

Ad Valorem under 57-06-14.1 

Name of Company Taxable Value Tota l Taxes • • Megawatts Rated Capacity 

2013 2013 

North Dakota Wind, LLC (NextEra) 689,910 $109,496 61.50 J 61,500 

Velva Windfarm, LLC (Acciona) 152,120 $29,568 
f- ~ ---

11,880 I 

Burleigh County Wind, LLC (NextEra) 454,120 $66,019 49.50 49,500 

Oliver Wind I, LLC (NextEra) 704,490 $123,271 

Langdon Wind I, LLC (NextEra) 1,573,290 $289,814 

~ 

_=t - 50,600 1 

_ __ 118,500 0 -

Oliver Wind II , LLC (NextEra) 750,830 $131,572 

Otter Tail Langdon Wind 858,600 $0 ~ 
---

48,000 

40,500 1 0 -

Tatanka Wind• (Acciona) 1,685,770 $309,319 137.25 137,250 

Ashtabula Wind I, LLC (NextEra) 2,306,760 $412,402 

Langdon Wind II , LLC (NextEra) 661,620 $121,876 

148.50 f --- 148,500 J 

40.50 40,500 
- - -

Otter Tait Ashtabula Wind 1,189,460 so 48.00 1 48,000 

Ashtabula Wind II, LLC (NextEra) 2,023,280 $354,668 

Cedar Hills Wind Project (MDU) 426,170 so 
-- ~ 120,000 

19.50 19,500 

Otter Tail Luverne Wind ~80 $199,619 

Prairie Winds ND 1 (Basin) 1,688,700 $266,098 

49.50 1 
____ 49,500 

I- 122.60 122,600 

Rugby Wind Farm, Inc (Iberdrola) 1,705,140 $389,606 149.10 149,100 

Wilton Wind 11, LLC (NextEra) 829,170 $119,568 49.50 49,5oo l 
Ashtabula Wind Ill, LLC (NextEra) 1,304,870 $245,718 62.40 62,400 
Baldwin Wind, LLC (NextEra) 1,442,920 $208,323 102.40 102,400 

Total 21,268,800 3,376,938 1,429.73 1,429,730.00 
•Tatanka has 42.75MW of the lBOMW in SD. Generation is estimated from the total of 661,000,000 kWh times 76.25% 

•• From Company Annual Reports, MDU & Otter Tail tax dollars not available at the time of report 

Genaeration and Capacity Tax under 2013 Generation 

57-33.2-04 Megawatts (kWh) 2014 Tax 
Allete, Inc 291.80 780,799,000 $1,119,899.50 

Minnkota Power Coop 1.8 5,069,887 $7,034.95 

Transmission line Mile Tax Operating Year placed into 

Exemption under 57-06-17.3 Miles voltage service Tax Dollars 

Rugby Wind 10.2352 230 kV 2010 $3,070.56 

Tatanka 12.7929 230 kV 2008 $3,837.87 

Ashtabula Wind I 9.2 230 kV 2008 $2,760.00 

Ashtabula Wind ti 12.03 230 kV 2009 $3,609.00 

Kilowatt Hours 

Generated 

Rated Capacity t imes During Previous Kilowatt hour t imes 

$2.50 per kilowatt Calendar Year $0.0005/kWh 

2013 

$153,750.00 134,989,000 $67,494.50 
---

$29,700.00 I 29,039,000 I $14,519.50 

$123,750.00 160,182,000 $80,091.00 

$126,500.00 155,192,000 $77,596.00 

$296,250.00 418,052,000 1 $209,026.00 

$120,000.00 152,404,000 $76,202.00 

$101,250.00 I 136,020,000 $68,010.00 

$343,125.00 504,012,500 $252,006.25 

$371,250.00 I 467,569,000 $233, 784.50 
I 

$101,250.00 135,757,000 $67,878.50 

$120,000.00 147,319,000 $73,659.50 

$300,000.00 379,852,000 $189,926.00 

$48,750.00 I 54,805,180 $27,402.59 

$123,750.00 169,211,000 I $84,608.50 
---

I 
$306,500.00 440,704,000 $220,352.00 

$372,750.00 383,784,550 $191,892.28 

$123,750.00 189,966,000 $94,983.00 
$156,000.00 206,417,000 s103,208.5o I 
$256,000.00 353,730,000 $176,865.00 

3,574,325.00 4,619,011,230.00 2,309,505.62 

Total Tax 

Capacity Tax plus First year Taxable Value 

Generation Tax % chng Yrly $Change assessed Percent ofTrubine 

$2.so I $.0005 

$221,244.50 

$44,219.50 

2004 3% 

20061 

- - -

3% 

102% $111,749 

50% $14,651 ----- ---

$203,841.00 209% $137,822 2006 1.5% -----

$204,096.00 ___ 2_007 1 1.5% --66% $80,825 

$505,276.00 74% $215,462 2008 1.5% ---- ---

$196,202.00 

$169,260.00 

20081 1.5% 

2008 1.5% 

49% $64,630 

###### 

$595,131.25 92% $285,812 2008 1.5% 

$605,034.50 

$169,128.50 
~1 1.5% 

2009 . 1.5% --

47% $192,633 

39% $47,253 

$193,659.50 ###### 2009 1.5% --
$489,926.00 ~1 1.5% 

--
38% $135,258 

$76,152.59 ###### 2010 1.5% ---· ---

$208,358.50 

$526,852.00 

2010 1.5% 

~r 1.5% --

4% $8,740 

98% $260,754 

$564,642.28 45% $175,036 2010 1.5% 

$218,733.00 83% $99,165 2010 1.5% 
$259,208.50 5% $13,491 2011 1.5% 
$432,865.00 108% $224,542 2011 1.5% 

5,883,830.62 
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Test imony from Jul ie Voeck, Di rector of Regu latory Affa i rs ,  NextEra Energy Resources 

Amendments to SB 2037 
March 1 6, 20 1 5  

• Cha i rman Head land and committee members my name is  Ju l ie Voeck. I am Director 
of Leg islative and Regulatory Affa i rs ,  with NextEra Energy Resources 

• NextEra Energy Resources is one of the primary subsid iaries of NextEra Energy, 
one of the largest d iversified energy companies in  the country. 

• The partnersh ip  between North Dakota and NextEra has been an  important one for 
our  company.  

• NextEra Energy Resources has invested a pproximately $ 1 .4 b i l l ion dol lars i n  1 1  
wind projects and $400 mi l l ion in  o i l  and gas gathering investments inc luding the 
F l ickterta i l  p ipel ine in Divide and Wil l iams counties and the Wheatland p ipel ine in 
McKenzie County. 

• Tha n k  you for the opportun ity to speak to you and the committee today about SB 
2037 and how NextEra , and the other energy compan ies with wind interests, are 
negatively impacted by SB 2037 in  its current form and how we would l i ke to see the 
b i l l  improved . 

• You have a l ready heard from Al Anderson ,  the Commission of Commerce and Chair  
of the Em Power North Dakota Commission , about the orig ins and evolution of SB 
2037.  

• As you hea rd from Commissioner Anderson a lot of t ime, energy, and compromise 
went into SB 2037 in  its orig ina l/introduced form . 

• And , you 've heard from Don Boehm from Basin Electric about how our wind coa l ition 
arrived at and  came to agreement on a h igher 4 .5% equ iva lent tax rate based on 
generation for new wind projects going forward and the s ign ificant tax increases that 
would resu lt .  

• The va rious energy compan ies with wind interests understand and fu l ly appreciate 
that there is a strong interest th is legis lative session in migrating a l l  wind projects, 
existing  and  future ,  to one tax rate that is compara ble to the tax rates appl ied to other 
energy sources. 

• We bel ieve there is a far better way to do that, which is far more fa ir, reasonable, and 
defensible,  than the method currently found in  SB 2037, wh ich would result in  
s ig n ificant tax increases to existing projects by forcing them to the h igher tax rate 
fol lowing the sale of a project or a renewal of a PPA (Power Purchase Agreements) , 
which a re s imply contracts between compan ies. 

• Using NextEra as an exa mple, we a re concerned that without any addit ional clarity in  
the cu rrent language, many of the minor adjustments we make to our existing PPAs 
or a nyti me we tra nsfer ownership of one of our projects to another affi l iated company 
with i n  the NextEra fami ly, could trigger a tax increase from the existing 1 .5% 
property tax rate based on va luation to the new 4.5% tax rate based on generation .  

• That's a tax increase of triple the current rate. 
• For some of NextEra's older existing projects , this a rbitrary migration would result i n  

a tax i ncrease of  nea rly 2 1 0%. 

1 



J u l ie Voeck, NextEra Energy Resou rces 
SB 2037 
March 1 6, 20 1 5  

• Understanding and fu l ly appreciating that there is strong interest th is legislative 
session in migrating a l l  wind projects , existing and future ,  to one tax rate , we have 
developed an alternative solution for the committee to consider that has the support 
of the various energy compan ies with wind interests . 

• The compan ies support ing this approach include: 
o NextEra ; 
o MDU;  
o Xcel Energy; 
o Otterta i l  Power; 
o Basin Electric; and 
o Geronimo Wind .  

• The a lternative solution would be to reta in  the current language in  SB 2037 that 
establ ishes the tax rate for a l l  new projects constructed after December 3 1 , 20 1 4  at 
the 4 .5% equ iva lent tax rate . 

• This means a l l  new wind projects that beg in  operation after December 3 1 , 20 1 4  wi l l  
be on the same tax rate . 

• The proposa l would have a l l  existing wind projects reta in  the orig ina l  tax rate for 20 
years .  These projects would then migrate to the 4 .5% equ ivalent tax rate beg inn ing 
with the date the project was in it ia l ly assessed . .  

• This means, for example,  one of our early NextEra projects that is assessed at 1 .5% 
based on va luation that was first assessed in  2006, would transit ion to  the new 4 .5% 
equ iva lent tax rate after 2026. 

• Once a wind project has been in  operation for 20 years,  it wou ld automatica l ly 
migrate to the new 4.5% equ iva lent tax rate. 

• Let me address why 20 years is a better a lternative than what is currently included in  
the b i l l .  

o 20 years ties d i rectly to the financi ng period for most of the projects. 
o Most of the PPAs are in the range of 20 to 25 years . 

• Migrating to the new tax rate should be based on the fi rst assessment date rather 
than an  arbitrary date . This approach is more equitable. I t  ensures that a l l  projects 
wi l l  be able to benefit from the in it ial  lower tax rate for the same in it ia l  period of t ime. 
It a lso helps project owners meet thei r forecasted expenses i ncluded in financing 
agreements with lenders .  In closing , the energy compa nies with wind interests 
bel ieve this a lternative is more equ itable, reasonable,  and defensib le ,  than the 
method currently found in SB 2037, to achieving the leg islature's interest to use a 
consistent rate for a l l  energy sources 

• The amendments we are offering ,  which have been developed with the help of the 
Tax Department, a im to accompl ish this .  

• Tha n k  you for your t ime and attention and I 'd be glad to a nswer any questions that 
you have. 
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Good morning, Mr. Chair and Members of the Committee. My name is Betsy Engelking, and I 
am a Vice President at Geronimo Energy. I am here today to testify in support of S B  2037.  
Geronimo Energy develops wind and solar projects throughout the Upper Midwe t. Our 
Courtenay Wind Farm is a 200 MW development spread over 2 1 ,000 acres near Jamestown, 
North Dakota. In 20 1 3 , Geronimo signed a purchased power agreement with Xcel Energy to 
purchase the energy from the Courtenay wind farm, and obtained a site permit from the North 
Dakota PSC.  The project was slated for completion prior to the end of 20 1 4. Unfortunately, 
delays in obtaining an agreement from the regional transmission authority to connect the project 
to the transmission system placed construction on hold and 20 1 4  completion was not possible. 
SB 203 7 seeks to extend tax policies that were available to the project in 20 1 4, and is necessary 
to ensure the construction of this beneficial project. 

The Courtenay Wind Farm has a number of unique features that will benefit the local area. 
First, the project will compensate all s igned landowners within the proj ect footprint, instead of 
j ust those who host turbines on their property . Not all landowners can host turbines, but they 
provide other valuable features such as buffers, setbacks, underground col lection l ines and crane 
paths that permit the project to maximize output and control costs. Geronimo believes that all 
landowners who participate in a project should receive compensation, and divides a portion of 
the proj ect revenues among all landowners as a dollar per acre payment. 

Second, in addition to the $ 1 7  Million in local tax benefits that will accrue to the counties, 
townships and school district in the area over 20 years, Geronimo has also committed to 
contribute $40,000 per year to a locally-controlled community fund, dol lars that can be used to 
support community expenditures that aren't covered by local government budgets. Some 
examples of things the community fund could purchase include playground equipment, sports 
fields and equipment, assistance to a volunteer fire department and many other options. 
Final ly, the Courtenay Wind Farm has local investors. Several of our landowners have invested 
in the development of the project and will participate in the proj ect returns along with the 
payments they will receive for turbines and land in the proj ect. Our landowners have been great 
supporters of this project, and several of them are present today to support the passage of this 
bill .  

Despite all of the progress that we have made on the Courtenay Wind Farm, including 
excavation work and installation of a concrete batch plant yard that occurred in late 20 1 4, the 
failure to achieve a 20 1 4  completion through circumstances out of our control now puts this 
project in jeopardy. Without the limited extension of the income tax credit available for 
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proj ects that started construction in 20 1 4, it is unlikely that Geronimo can build an economic 
proj ect at Courtenay. The price Xcel Energy will pay us for the power has been locked in since 
20 1 3 , and assumed the benefits offered by the now-expired tax credit. 

While Courtenay can be constructed with SB 2037 as it was passed by the Senate, we also 
support the amendments that are being proposed by the Empower Commission. We believe 
these amendments meet the spirit of the original Empower legislation, and we support their 
passage. 

The Courtenay Wind farm is projected to provide 200 temporary construction jobs, 1 5  well­
paying full time jobs, over $800,000/year in local tax revenue and $ 1 .3 mill ion/year in local 
landowner payments to the Jamestown, Courtenay and Wimbledon communities. Additionally, 
the proj ect will del iver very low cost, clean energy to Xcel Energy's  customers in North 
Dakota. Passage of SB 203 7 will help Geronimo and Xcel cement these benefits and complete 
construction on the Courtenay project. I urge the Committee to give SB 203 7 a "do pass" 
recommendation. 
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March 15, 2015 
SB 2037 

My name is Robert Harms, I am the lobbyist for Tradewind Energy, a wind-developer from Kansas that 
has been in business since 2003 and is developing a windfarm north of Tioga. 

Tradewind supports SB 2037, but would like to offer some brief amendments to the bill. 

THE PROJECT: Lindahl Wind Project-developed by local landowners themselves (See attached map) 
-Tradewind bought this project in 2014. 

-150 MW project 

-18,000 acre foot print; approximately 75 towers 

-28 landowners (who developed their own land lease) 

-$250 million investment 
-100 construction jobs 

-12 permanent jobs after construction 

-Low-cost power available to the local market that is in dire need of additional power. 

-little/no new transmission required. 

-Need for power is well documented (see attached NDIC press release) 

-25 year power purchase agreement signed with Basin Electric-executed November, 2014. 

-Begin construction and have in service by December, 2016 

AMENDMENTS: The current bill disqualifies from income tax credits, wind projects not represented in 

the Empower process last summer, including Tradewind. Our amendment proposes two alternatives 

that would allow a company that either began construction or signed power purchase agreement by 
January 1, 2015, OR had the project in service by January 1, 2017 to qualify for the income tax credits 

contemplated by the bill. 

Secondly, we want to confirm the bill does not disqualify Lindahl for favorable property tax treatment 

afforded other projects. We understand that amendments being proposed will provide for a 4.5% 

property tax treatment for all new wind projects. We embrace that policy and want to confirm the 
proposed amendments include Lindahl for similar treatment. 

POLICY: Our amendments allow the Legislature to set public policy that encourages investment in wind 

resources in North Dakota, further diversifies our economy, and in this instance provides power to NW 

ND where it is vitally needed. We ask you to consider either of the proposed amendments and to ';{' n t J d. be ~ill make Lindahl more likely to be built. 

Robert W. Harms, JD 

The Harms Group 
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Lindahl Wind Protect 
Size: 150 MW 
Status: In Development, PPA Secured 
Total Project Cost: $250 Miiiion 
Avg. Annual Property Tax: $710,000 
State Legislative District: 2 
School District: Tioga 15 
Total Acreage: 18,150 
Number of Landowners: 28 
Full Time Jobs Created: 10 
Power Purchaser Customer: Basin Electric 
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Doug Goehring 
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October 23, 2012 

Electrical demand expected to nearly triple in the 22 North Dakota counties according to results 
discovered in Electrical Load Growth Study 

. BISMARCK - The North Dakota Industrial Commission, acting as the North Dakota Transmission 
Authority, today received the result:S of an Electrical Load Growth Study which showed the need for 
nearly three times the current electric load over the next 20 years-from 971 MW to 3030 MW in 2032. 
Gov. Jack Dalrymple, Attorney General Wayne Stenehjem and Agriculture Commissioner Doug 
Goehring,,along with other state and industry leaders, outlined the study's key findings during a news 
conference held in conjunction with the Commission's meeting this afternoon . 

. ' 

"Oil development in western North Dakota continues to grow at a strong pace, increasing the demand for 
electricify to power home~, businesses, and oil and gas production in the Williston Basin," said thi:: 
Industrial Commission members in a joint statement. "The results of this study will provide us with 
valuable information as we address our state's rapid growth and plan for the future power demand and 
infrastructure needs of the region." · 

·Earlier .this year the North Dakota Transmission Authority (NDTA) commissioned KLJ, an employee­
owned, firm that delivers multi-disciplinary planning and engineering-based solutions, to develop the 
Willi~t<!n Basil! Oil and Gas Related Electrical Load Growth Forecast (PF 12). 

This extensive study contains expected electrical demand over the next 20 years related to 43 counties 
within the Williston Basin and specifically 22 key oil-producing counties in the western and north central 
regions of Nqrth Dakota. Additionally, the study incorporates forecasts related to employment, population 
growth and housing demand correlated to the study area. 

Montana-Dakota Utilities Co. (MDU) and Basin Electric Power Cooperative (Basin Electric) partnered 
with NDT A to effectively plan, collaborate and validate industry research and requirements associated 
with power demand in the Williston Basin region. Both MDU and Basin Electric will utilize the 
information obtained in the study to adequately plan for critical infrastructure needs and development 
within the study area. · 

"We were happy to participate in this study, because it's critical for us to understand the magnitude of 
challenges we face in northwest North Dakota for providing power supply to the area," says Andrew M. 
Serri, Basin Electric CEO and General Manager. "This is a collaborative effort between the utilities, the 
state and the private sector that confirms what our internal studies have shown. All this information is now 
in a single study that incorporates all aspects of the growth." 

"We appreciate the opportunity to participate in this important study," said David Goodin, President and 
CEO of MDU. "We continually conduct internal studies and update our electric forecasts, but this 
provides us with another tool to help plan to meet the rapidly growing demand of the Bakken region." 

Karlene K. Fine, Executive Director and Secretary 
State Capitol, 14111 Floor - 600 E Boulevard Ave Dept 405- Bismarck, ND 58505-0840 

E-Mail: ldine@nd.gov 
Phone: (701) 328-3722 FAX: (701) 328-2820 

"Your Gateway to North Dakota": www.nd.gov 



March 15, 2015 

House Finance and Tax Committee 

Engrossed SB 2037 

PROPOSED AMENDMENT 

Alternative 1: 

P. 2 line 16, insert after commenced, "or a power purchase agreement was signed for the project" 

Alternative 2: 

P. 2 line 17, remove "and" and insert "or'' 



15.0241 .02001 
Title. 

:S&d.03/ 
3-J} - J5 

Prepared by the Legislative Council staff for 4f J 
House Finance and Taxation Committee 

March 17, 2015 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2037 

Page 1, line 1, remove the second "and" 

Page 1, line 2, after "57-38-01 .8" insert", and section 57-39.2-04.8" 

Page 1, line 3, replace "and" with a comma 

Page 1, line 4, after "devices" insert "and a sales tax exemption for machinery or equipment 
used to produce coal from a new mine" 

Page 1, line 4, remove "and" 

Page 1, line 5, after "date" insert "; and to provide for retroactive application" 

Page 1, line 20, overstrike "for the duration of the initial purchased power" 

Page 1, line 21 , overstrike "agreement for the generation unit" 

Page 2, line 5, remove "; for which a purchased power agreement is entered or renewed" 

Page 2, remove line 6 

Page 2, line 7, replace "under this chapter after December 31, 2014" with", or which is twenty 
years or more from the date of first assessment" 

Page 2, after line 24, insert: 

"SECTION 3. AMENDMENT. Section 57-39.2-04.8 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-39.2-04.8. Sales tax exemption for machinery or equipment used to 
produce coal from a new mine. 

1. Gross receipts from sales of machinery or equipment used to produce coal 
from a new mine located in this state are exempt from the tax imposed by 
this chapter. The exemption for each new mine under this section is limited 
to the first five million dollars of sales and use tax paid. 

2. Purchase of replacement machinery or equipment is exempt if the 
capitalized investment in the new mine exceeds twenty million dollars 
using the United States generally accepted accounting principles. 
Purchases of repair or replacement parts for existing machinery or 
equipment are not exempt under this section . 

3. The mine operator shall apply to the commissioner for a refund of sales 
and use taxes paid for which the exemption is claimed under this section . A 
refund claim may not exceed the limitation in subsection 1. If the 
machinery or equipment is used directly or indirectly to produce coal, the 
interest provisions of section 57-39.2-25 do not apply to purchases made 
before July 1, 2015. Application for the refund must be made at the time 
and in the manner directed by the commissioner and must include 
sufficient information to verify the correctness of the refund claim. 
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4. For purposes of this section: 

a. "Machinery or equipment" means machinery or equipment purchased 
after December 31 . 2010. and used directly or indirectly to uncover, 
sever, crush , handle, or transport coal removed from the earth . 
"Machinery or equipment" includes draglines, excavators , rolling 
stock, conveyor equipment, reclamation equipment, aflEi equipment to 
pulverize coal. water trucks. fuel trucks. low-boys. cranes. lubrication 
trucks. motor graders. service trucks. light plants, and dewatering 
equipment. but does not include rail spurs, office buildings, 
workshops, or any component not used directly to uncover, sever, 
crush, handle, or transport coal removed from the earth. 

b. "New mine" means an area permitted under chapter 38-14.1 by the 
public service commission after December 31 , 2010. 

c. "Produce coal" means mining operations to uncover, sever, crush , 
handle, or transport coal from its natural location under the earth's 
surface to the mouth of the mine and all activities necessary and 
incidental to the reclamation of that location." 

Page 3, after line 9, insert: 

"SECTION 7. RETROACTIVE APPLICATION. Section 3 of this Act applies 
retroactively to purchases of machinery or equipment made after December 31 , 2010." 

Renumber accordingly 
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