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Requested by Legislative Council

12/21/2018

Bill/Resolution No.: HB 1047

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

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

Revenues $(386,000)

Expenditures

Appropriations

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 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).

HB 1047 extends the excise tax exemption for air ambulances to those aircraft that the purchaser provides under 
contract to a qualifying emergency medical services operator.

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 of HB 1047 provides an aircraft excise tax exemption for aircraft that are purchased and leased to a 
qualifying licensed emergency medical services operator. Section 2 allows the excise tax exemption to be 
retroactively applied for qualifying aircraft purchased in calendar years 2016, 2017, and 2018.

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.

Industry officials are aware of at least six air ambulances that would qualify for the retroactive provisions contained 
in Section 2 of the bill. If enacted, the retroactive component of the bill is expected to reduce revenues in the 
aeronautics commission special fund by approximately $336,000. The prospective provisions contained in Section 1 
of the bill are estimated to impact one aircraft per biennium, at an estimated cost of $50,000 in reduced aircraft 
excise tax revenues per biennium. The retroactive and prospective provisions combined are expected to reduce 
revenues in the aeronautics commission special fund by an estimated $386,000 in the 2019-21 biennium.

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 Strombeck

Agency: Office of Tax Commissioner

Telephone: 701,328.3402

Date Prepared: 01/07/2019
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Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL relating to the excise tax exemption for air ambulances; and to provide for retroactive application. 

 

 
 

Minutes:                                                 Attachments 1-3 

 
Chairman Headland:  Opened hearing on HB 1047. 
 
Representative Meier:  Introduced bill.  See attached written testimony #1.  (Ended 
testimony at 2:27) 
 
Representative B. Koppelman:  What happens if a person buys an aircraft, has a five-year 
contract with a medical provider and when it runs out they cease using that aircraft that was 
then put into private corporate for-profit use?  Would you see having some sort of flip where 
they would then owe tax or as long as they have a contract for some time they would have 
bought that tax free regardless of how it goes in the future? 
 
Representative Meier:  Currently my constituent is the only business in the state that does 
a third party contractor with a medical emergency hospital to do emergency transfers.   
 
Representative B. Koppelman:  If we give an exemption to a hospital who owns their own, 
who is already tax exempt under current law, the idea is that the hospital is going to own that 
and use it for that purpose for the entire life of the aircraft until they sell it and get rid of it.  
When you’re on contract you might be in the business of transporting patients for this five 
years but the aircraft may have a 20-year life.  If you don’t get a renewed contract and use it 
for transporting executives for the next five years should tax be owed or are you good for the 
life of it? 
 
Representative Meier:  That didn’t come up for consideration.  My constituent uses the 
aircraft for air transfer only.   
 
Chairman Headland:  The fiscal note speaks to the fact that industry officials speak of six 
examples which has increased the fiscal note.   
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Paul Vetter, CEO of Executive Air:  See attached written testimony #2.  The language in 
the current law giving them an exemption doesn’t give us an exemption.  I don’t think that 
was the intent of the law.  The amendment will incorporate us as well.   
 
Chairman Headland:  You have no knowledge of the other five possible retroactive cases 
that the fiscal note references? 
 
Paul Vetter:  No.  I’m aware of the other operators but I think they are owned by a hospital 
licensed through the state of North Dakota.   
 
Chairman Headland:  Apparently they haven’t been exempt.  We’ll get to the bottom of it.  
Is there further testimony?  
 
Kyle Wanner, Executive Director of the North Dakota Aeronautics Commission:  See 
attached written testimony #3.  (Ended testimony at 15:10) 
 
Chairman Headland:  It seems to me that if they were to quit they would have no further use 
of the aircraft and would probably sell it.  They wouldn’t repurpose it as some other private 
company may do.   
 
Representative B. Koppelman:  When you looked back on the implementation that was 
done on the hospitals when they own it, was there any retroactivity to that measure or was 
that just from here forward?  
 
Kyle Wanner:  I don’t believe it was retroactive in the bill.  The bill before was not just used 
for aircraft, it was for land (ambulances) as well.  If the entities who hold a certificate purchase 
equipment such as an ambulance or aircraft, they would be exempt from owing that tax.   
 
Representative B. Koppelman:  I think of other parallels with contract arrangements with 
entities that are tax exempt from sales or other taxes.  Do you know of any other examples 
where excise tax is extended with any sort of a tax exempt entity to their contractor? 
 
Kyle Wanner:  No, there is no exemption in current law that extends to the contractor.   
 
Representative Mitskog:  Are there any credits or discounts for aviation gas tax?  Does the 
aviation gas tax come back to the aeronautical commission or where is the distribution of 
those? 
 
Kyle Wanner:  Currently, there is an 8 cents per gallon tax on aviation fuel and that directly 
comes through the tax department to the aeronautics commission special fund for utilization 
of operations and grants to give back to the airports.  There are a couple exceptions for those 
entities who do not have to pay that tax; one is to air medical service providers and they don’t 
have to pay aviation fuel tax or they can claim a refund for that tax.   
 
Chairman Headland:  Are there any other questions for anyone?  We will close the hearing 
on HB 1047.  
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