
19.0915.04000 FISCAL NOTE
Requested by Legislative Council

02/11/2019

Amendment to: HB 1480

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

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).

As amended, reengrossed HB1480 (version number 19.0915.04000) calls for a legislative study on the capturing of 
gas and the long-term benefits of capturing gas on the state's revenue stream. Since the bill only calls for a study, it 
has no significant fiscal impact.

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.

Since this version of the bill (version number 19.0915.04000) only calls for a study, it has no significant fiscal impact.

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: Shannon L. Sauer, CPA

Agency: NDDOT

Telephone: 328-4375

Date Prepared: 02/11/2019



19.0915.03000 FISCAL NOTE
Requested by Legislative Council

02/04/2019

Amendment to: Engrossed HB 1480

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

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).

As amended, HB1480 provides a mechanism for flaring reduction, calls for the creation of energy parks, imposes 
oversight and reporting responsibilities, and calls for a legislative study.

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

As amended, section 1 requires that companies that gather and process natural gas and associated liquids must 
allow the purchase or transfer of excess production to operators that have the capacity to handle that excess. It also 
directs the creation of at least six energy parks.

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.

This bill as amended has no revenue provisions.

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.

We cannot fully determine the expenditure impact that will result from this bill as amended. We have no reliable 
method to fully determine the costs associated with the establishment of the energy parks, nor do we have a method 
to determine the costs associated with the regulatory aspects of this bill. 

While we cannot fully determine the expenditure impact, we can provide some partial expenditure information as 
follows:

COSTS ASSOCIATED WITH ENGERGY PARKS - The bill imposes responsibilities on the State Industrial 
Commission. In reality, the proper entity for such oversight would most likely be the Oil and Gas Division of the 



Department of Mineral Resources (DMR). Accordingly, DMR estimates they would need at least two additional FTEs 
for permitting and field inspection at a total of $491,073 for the two FTEs. There would be other costs incurred by 
DMR such as vehicle usage costs and other support costs; we have no way to estimate these costs as there is no 
way to know the amount of oversight required on the creation of six energy parks.

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: Shannon L. Sauer, CPA

Agency: NDDOT

Telephone: 328-4375

Date Prepared: 02/06/2019



19.0915.02000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1480

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

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).

HB1480 creates a natural gas conversion fund and tasks NDDOT with development of CNG fueling sites, imposes 
flaring restrictions and penalties, requires the State Fleet to transition to CNG, imposes oversight responsibilities, 
and provides for natural gas motor vehicle excise tax rebates.

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 for the development of CNG fueling stations within the State and requires transition of State Fleet 
vehicles to CNG.

Section 2 creates a Compressed Natural Gas Conversion Fund and appropriates the fund to the NDDOT on a 
continuing basis.

Section 3 requires transfer of all gas and natural gas liquid produced beyond capacity and imposes a penalty for 
violation of $1 million dollars plus an additional $10,000 per day that the company is in violation of this subsection. It 
also creates oversight and reporting responsibilities.

Section 4 provides for a motor vehicle excise tax rebate of up to $2,000 for owners of vehicles operating on CNG

Section 5 populates the Compressed Natural Gas Conversion Fund with $20,000,000 from the Strategic Investment 
and Improvements Fund.

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.

We cannot determine the revenue impacts that may result from this bill. We have no way of knowing the extent of 
the revenue generated by penalties that may be assessed for flaring violations, nor can we determine the extent of 
revenue reductions related to motor vehicle excise tax rebates that may be requested.



This bill does provide an appropriation of $20,000,000 to the natural gas conversion fund from the Strategic 
Investment and Improvements Fund.

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.

We cannot fully determine the expenditure impact that will result from this bill. At this time we have no way to 
determine the extent or related costs of consultant services that will be necessary. We have no reliable method to 
fully determine the cost to install fuel stations in accordance with this bill. We have no way to fully determine the 
costs associated with the oversight requirements of this bill. 

While we cannot fully determine the expenditure impact, we can provide some partial expenditure information as 
follows:

COSTS ASSOCIATED WITH OVERSIGHT RESPONSIBILITIES- The bill imposes oversight responsibilities on the 
State Industrial Commission. In reality, the proper entity for such oversight would most likely be the Oil and Gas 
Division of the Department of Mineral Resources (DMR). Accordingly, DMR estimates they would need at least two 
additional FTEs for permitting and field inspection at a total of $491,073 for the two FTEs. There would be other 
costs incurred by DMR such as vehicle usage costs and other support costs; we have no way to estimate these 
costs as there is no way to know the amount of oversight required on the creation of ten energy parks.

COSTS TO TRANSITION THE STATE FLEET TO CNG - This bill would require the State Fleet to transition from a 
gas fleet to a CNG fleet. Currently, there are about 1,000 vehicles in the state fleet where it may be plausible to 
transition to CNG. If these vehicles were retrofitted to use CNG, the related cost would be about $14,000.000 
($14,000 per vehicle X 1,000 vehicles). If a vehicle is more than three years old, it is not cost effective to retrofit. If 
the State Fleet were to replace the 1,000 vehicles with new vehicles that run on CNG, the related cost would be 
approximately $43,815,000 ($43,815 per vehicle X 1,000 vehicles). 

MOTOR VEHICLE DIVISION COMPUTER PROGRAMMING AND STAFFING COSTS- This bill would result in the 
need to modify the NDDOT motor vehicle registration system to accommodate tracking for the excise tax rebate. 
The one-time programming costs would be approximately $275,000. Additional staff would also be necessary to 
monitor and process these provisions; the extent of the staffing costs are unknown at this time.

COSTS TO ESTABLISH CNG FUELING STATIONS - There would be costs associated with establishing CNG 
stations. Private sector costs are estimated to be about $4,800,000 for eight stations; State Fleet costs would be 
about $7,200,000 for eight stations. There would also be auxiliary costs associated with fueling stations such as 
electrical generators ($50,000-$250,000 per location) and fueling canopies ($20,000-$80,000 per location). There 
would likely be significant costs associated with land preparation. Such costs would vary based on a number of 
factors, including the size and location of the facility. Prior to installing CNG fueling equipment, general site work 
may be needed, such as grading, filling, compacting, paving, and storm-water management. A developer may incur 
additional costs for due diligence measures, such as a geotechnical survey of the site to ensure the soil conditions 
can support the weight of the station equipment. Completing environmental site assessments can help a developer 
determine whether the purchased land has previously been contaminated by hazardous materials.

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.

Both NDDOT MV Division and the Oil and Gas Division of the Department of Mineral Resources would need 
additional appropriations to handle the provisions of this bill. Such appropriations were not requested in their 
respective 2019-2021 budget requests.

Name: Shannon L. Sauer, CPA

Agency: NDDOT

Telephone: 328-4375

Date Prepared: 01/22/2019
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Explanation or reason for introduction of bill/resolution: 

 
A BILL relating to compressed natural gas fueling stations; creation of a compressed natural 
gas conversion fund, flaring reduction, and compressed natural gas motor vehicle excise tax 
rebates; to provide a penalty; to provide for a report to the legislative management; to provide 
an appropriation; to provide a continuing appropriation; to provide and effective date; and to 
provide an expiration date. 
 

Minutes:                                                 Attachments 1-7 

 
Chairman Ruby opened the hearing on HB 1480. 
 
Representative Vicky Steiner, District 37, spoke to introduce and support HB 1480.  Written 
testimony was provided.  See attachment #1.  (7:00) 
 
An amendment was also provided to the committee.  See attachment #2-3, which is an 
amendment and the Christmas tree version of the bill. 
 
The new version basically guts the bill. It takes it down to three energy parks as a pilot to see 
if that would possibly move some of the gas out of the pipe.  It would require action from the 
North Dakota Energy Commission.  
 
Attachment # 4 is an e-mail from Adam Mathiak, North Dakota Legislative Council, in 
response to questions by Rep. Steiner about HB 1480, which was explained.    
 
Rep. Steiner:  There is a cost to the state for not trying to do something. Constraining our 
oil field at this time is not in our best interest in my opinion.  
 
What I have been told by people that work in the oil field is that we don’t have a competitive 
pipeline market.  We have two large pipeline companies, and they are doing the best job they 
can to get pipe in the ground.  They have invested billions of dollars.  Because they have the 
contract for the gas, a small company wouldn’t be able to come in and try to process the 
flared gas.  The large companies own the gas.  When you don’t have a competitive market 
for pipeline, those two big companies can write their own situation. It doesn’t make it bad, but 
it does make it difficult for the drilling operators to express their frustration.  The big pipeline 



House Transportation Committee  
HB 1480 
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company can come in and take a flare down, the pipe is full, and then they can flare someone 
on the other side.  We would like a free and competitive market, but the KATO Institute 
newsletter had a quote that I thought was fitting for this topic.  It said: “When you do not have 
a competitive market, you will have different reactions in the market.”  I see this when we are 
restraining drilling operations for our quota, it is very difficult for the smaller operations to take 
the flares.  The drilling operation does not want to be critical of the big pipeline companies 
because they are very dependent on them.  I’m supporting drilling because I’m concerned 
what those constraints will do to the Legacy Fund and the prosperity for western North 
Dakota. 
 
What can government do?  We can encourage them to find an industry solution. 
I should have brought this two years ago.  I didn’t realize the task force wouldn’t come up 
with a solution.  It is not good for North Dakota’s future for drilling to be more constrained.  It 
is in our best interest to put the oil dollars into the Legacy Fund now, and as quickly as 
possible.  I’m very concerned if the voters had to make a decision on this, they would make 
a different decision.  I think we need to work with the industry, and this is just a small solution.  
  
Representative Paur:  I went to the Petroleum Conference in Bismarck last summer.  Lynn 
Helms said that the largest restrictive factor in increasing production is the ability to capture 
the gasses. Is that accurate? 
 
Representative Vicky Steiner:  Absolutely.  The difficulty is that there is no competitive 
pipeline market.  If we do nothing, we will lose $1.7 billion in ten years.  We flare 9.5 million 
MCR of natural gas which would be more than 10 times the monthly average consumed by 
all residential consumers in North Dakota.  It not so much about the tax we get off natural 
gas, but when you start restraining the drilling operations, then it is big dollars.  
 
Representative Kading:  Currently the gathering systems, pipelines, North Dakota the 
operation of them, who owns them?  What is keeping the competition from coming in and 
putting in additional gathering stations? 
 
Representative Vicky Steiner:  I think it is the infrastructure.  In the beginning it was an 
unknown how much would be coming out of the Bakken, so the investments in infrastructure 
were small.   
 
Chairman Ruby:  In the amendment it still says 10 energy parks.  In testimony you said 3. 
Which is correct? 
 
Representative Vicky Steiner:  It is supposed to be 3. 
 
Chairman Ruby:   When a company gets to 98% isn’t that when they are getting the most 
efficiency out of the pipeline?  This sounds like it is requiring them to sell the gas off locally 
rather than sending it to markets that they already have commitments from? 
 
Representative Vicky Steiner:  That is correct. 
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Chairman Ruby:  My concern would be that if they are constrained, then they would develop 
other markets to allow for them to continue to drill.  Once the state forces them to use 
alternative methods to use the gas, and they are restrained, we are pushing them.  
 
Rep. Steiner:  If we get a different administration (Democrat), and they are in control of the 
EPA, do we put our Bakken oil field at risk?  Will the EPA say that flaring is an issue for the 
country? 
 
Representative Jones:  This says sell all of the natural gas?  Was that the intent or did you 
just want them to sell the excess gas once the pipe is full? 
 
Rep. Steiner:  Yes, to sell the excess. 
 
Chairman Ruby:  According to the amendments the Industrial Commission would still 
oversee the parks, adopt rules, and give reports.  What would the cost be? 
 
Representative Vicky Steiner:  I believe that I took $20 million from the Strategic Investment 
Fund.  When you do that in a bill, it doesn’t have a fiscal note because $20 million is riding in 
the writing of the original bill. That $20 million would have paid for a consultant and a CNG 
pump inspector, if we did convert the state fleet.  That was a different concept than the bill 
now.  
 
Chairman Ruby:  I was looking at the fiscal note.  You have taken the $20 million out, and 
now it would just be the cost of what the Industrial Commission does? 
 
Representative Vicky Steiner:  Correct. 
 
Mark Wald, Blaise Energy, Dickinson, spoke to support HB 1480.   
Blaise Energy is a small local company located in Dickinson, and we are in the flare capture 
business.  It deploys skids and power generation equipment to consume the flared gas.  The 
vast majority of gas that is flared today come from wells that have a pipeline connection.  I 
would like to add, if the gas is being flared anyway, and the midstreams can’t take it.  I would 
like to know how we balance to keep the midstream companies incentivized to put more 
pipes in the ground and gather it, but if it can’t get into the line, how could we allow others to 
get access to that gas to use it in some other method?  There is a lot of money and proven 
technology sitting on the sidelines, but they can’t get access to the gas for a period long 
enough for there to be a reasonable ROI for the company to deploy the equipment.  The 
energy part idea would be a temporary idea.  Put them infield where the congestion exists, 
keep the midstreams topped off, but then take the gas that would have gone up in flames 
and allow others to compete for it.  There are other solutions.  Instead of studying it, how do 
you quickly put other solutions out there instead of letting it go up in smoke?  I think that this 
is a start to the dialog. We need to find out what would be a good compromise in incentivizing 
further investment and also using the gas in other ways.  CNG is just one idea of how to use 
the gas. If gas could be taken off the system to free up congestion within the system to allow 
more gas to get in on a temporary basis, then something could be worked out to pay for the 
gas.  We are not asking for something to be done on someone else’s dime.  We will pay for 
the gas and within this also compensate the mineral owner.  
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Representative Paur:  Did you say that the vast majority to the gas that is being flared is at 
wells that already have a pipeline connection? 
 
Mark Wald:  Yes.  The challenge is getting into the line because they are full.  There is more 
capacity coming, but there are also increases in production.   
 
Chairman Ruby:  If you are an end user of the product, don’t you make an agreement with 
the company who has it and has to transport it?   
 
Mark Wald:  The gas is contractually obligated to a small handful of companies.   
 
Chairman Ruby:  What about the gas that is being flared?   If there is a local market that will 
take more than what they are sending down the pipeline, wouldn’t they be happy to let you 
tap in and take out of the line what you have agreed to buy?  Then they could bring on other 
wells that are flaring if they need more? 
 
Mark Wald:  Yes, but the problem that we have found is that you can’t depend on that gas.  
The capacity can change at any time.  It is difficult to have private investment come in when 
they can’t rely on the amount of gas. It is hard to get consistent access.   
 
Representative Paulson:  I presume that you have asked to tap into the line, and been told 
no? 
 
Mark Wald:  There is really no mechanism to do that today.  You can go to individual well 
sites, and if capacity becomes available, then the gas disappears.  It makes it difficult to 
justify additional investment in additional technologies and equipment.  
 
Representative Nelson:  Are your small plants similar to the big gas plants as far as the line 
of products, or are you doing other things, like producing longer chain hydro-carbons? 
 
Mark Wald:  Yes, the small plants would be similar to the big plants. The small plants would 
take 20 to 50 million cubic feet.  Power generation is being done.  They might strip the natural 
gas liquids in small mobile systems.  The weaned gas or lighter hydro carbons that are left 
over could be used in various different ways.  There is a big ROI, and you would need to be 
guaranteed that you have access to the gas over a period of time.  
 
Representative Nelson:  Would you have to have trucking to transport the products out of 
the small plant? 
 
Mark Wald:  Yes, you would have to truck the products. 
 
There was no further support for HB 1480.  
 
Brady Pelton, the North Dakota Petroleum Council, spoke in opposition to HB 1480.  He 
had testimony which was mostly on the bill without the amendments.  Chairman Ruby was 
getting copies of the amendments for those who have not seen them.  Brady will testify after 
a time to look over the amendments.      
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Danette Welsh, Director of Government Relations for ONEOK.  Danette introduced Mr. 
Dick Vande Bossche who will testify for ONEOK. 

Dick Vande Bossche, Vice President of Commercial Gas Supply for ONEOK Rockies 
Midstream (OMR), based in Tulsa, OK, spoke in opposition to HB 1480.  See attachment 
# 5.  (1:06:19) 

Chairman Ruby:  How would you envision “energy parks? 

Dick Vande Bossche:  If I look at the Yale & G technology that is out there today, it is an 
accumulated liquid stream.   

Representative Hanson:  You mentioned that there were financial challenges with Section 
3.  What was ONEOK’s profit margin in your last reporting year? 

Dick Vande Bossche: I’m not sure I know the answer to that.  It is out there in the public 
domain.   

Representative Paulson:  It seems like there is concern with the excess by product that is 
currently causing a decrease in oil production and an increase in flaring.  Is that correct? 

Dick Vande Bossche:  Yes.   

Representative Paulson:  This bill contemplates that there is technology that is working 
someplace else.  If that technology was brought to bear, we would potentially have increased 
oil production and decreased flaring.  Is that a possibility?   

Dick Vande Bossche:  Yes.   

Representative Paulson:  I don’t understand that it is a bad idea to have a conversation 
that is driven by this bill that could lead to that increase in production and a decrease in 
flaring.  

Dick Vande Bossche:  Safety, logistics, and accounting for minerals ultimately would have 
to be vetted.  It is really a question around, centralized / decentralized.  The rate of return for 
them, and rate of return for the oil and gas industry who is investing billions in the state of 
North Dakota today that would match pace with oil production.   

Representative Paulson:  I would assume that you would not enter into any agreement 
unless it was profitable for you, and the they would not enter into an agreement that was 
profitable for them.    

Dick Vande Bossche:  One would hope so.  

Representative Paulson:  It would seem that there would be a feasible end result that would 
be beneficial to you, to this new technology, and the state of North Dakota.  

Dick Vande Bossche:  I don’t think we have ever questioned the deployment of the 
technology.   It is more about how can you account for 98% in a system that has 8,000 miles 
of connectivity associated with it, the ebb and flow of that system daily, and the variability of 
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changes around a single component, and the penalty associated with it.  It seems 
unreasonable.   

Chairman Ruby:  The penalty was taken out in the amendment. It still had the requirements, 
but  I don’t know who would enforce them, if they weren’t met.   

Representative Nelson:  You mentioned a lot of problems, but is there anything out there 
that North Dakota could do improve the situation? 

Dick Vande Bossche:  It is difficult to manage the ebb and flow of drill bit activity.  The size 
of facilities that are being built to meet the increasing demands take time to design, procure, 
and construct.  There is a long runway for midstream companies to build into a model that is 
between “just in case” and “just in time”.   You are always accountable for efforts to maximize 
through-put and maximize capacities.  As you build facilities in a developing basin, you don’t 
know how much spare capacities you want to build into your business model that may or may 
not generate rate of return. Through the efforts of the NDIC, the flaring task-force, that had 
drawn the producing sectors together to now communicate, share plans, facilitate value 
added discussions around what that runway looks like, in an industry that is coming out of a 
dip.  As the industry ramps up at an accelerated pace, a midstream company is always on 
the back end being very reactive because of the pace that we can drill versus the pace we 
can build facilities.  It comes to the question of going out and building facilities on the come.  
That is the challenge. It goes back to “just in case” and “just in time”.     

Representative Jones:  If I understand what you said, you are already willing and able to 
look at options presented to you, if the option is profitable for both of you. Is that correct? 

Dick Vande Bossche:  Yes. 

Brady Pelton, government affairs manager of the North Dakota Petroleum Council, 
spoke to oppose HB 1480 after reviewing the amendments.  He provided written testimony.  
See attachment #6.  We oppose the bill even with the amendments.  We request a DO NOT 
PASS on HB 1480.  

Ron Day, Marathon Petroleum, spoke to oppose HB 1480.  We have a major concern with 
the gas gather that is left in the bill.  We are a small player, we gather and process natural 
gas around Robinson Lake and the Belfield Gas Plant.  As the bill stands we would struggle 
with how to manage our contracts between the producers and ourselves.  The other piece is 
we continue to develop markets and work with the major gas processors.  We have just 
invested over $200 million dollars in our Belfield gas plant to handle the rich liquids coming 
out of a gas plant near Watford City, the Oasis Facility.  ONEOK did an outstanding job of 
explaining the industry.  If there is a market to be had, Marathon Petroleum would be stand 
ready to negotiate a fair contract.  We are opposed to this bill.  

Mike Rud, North Dakota Petroleum Market Association, spoke to oppose HB 1480. I 
would just add a “Me to!” to the whole idea of free market idea of this process. If there are 
folks out there that see a demand for this, there are a lot of people that would be willing to 
work with them from a transportation fuel standpoint.  I would urge a DO NOT PASS on HB 
1480. 
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Arik Spencer, President and CEO of the Greater North Dakota Chamber, spoke to oppose 
HB 1480 and urge a DO NOT PASS.  

Written testimony was provided to the committee in opposition to HB 1480 from Shawn 
Kessel, Deputy Commissioner, North Dakota Department of Commerce.  See 
attachment #7. 

There was not further opposition to HB 1480. 

Robert Harms, involved in the oil business and is a member of the North Dakota Petroleum 
Council, spoke in a neutral capacity on HB 1480.  I would like to share some thoughts about 
what the problem is and the magnitude of the problem.  We flare 400 million cubic feet of gas 
a day.  That is tens of millions of dollars a month that we burn.  Annually it is in the hundreds 
of millions of gas that we burn.  When the Petroleum council put together the task force 
several years ago we came up with the thresholds that the Industrial Commission is 
struggling with right now and have not been able to meet for the last number of months.  At 
that time, we were flaring about 300 MCF a day four years ago.  Now, we are at 500 million.  
We are driving the percentages down, but the volumes continue to go up. I don’t know that 
we have the right answer in front of us.  I am sympathetic to ONEOK’s challenge.  They are 
right, one does not want to spend hundreds of millions just in case the gas might get there. 
But it seems to be the only model that we have been able to apply so far.  In the meantime, 
our volumes continue to go up, and we lose more money. If we keep doing what we are 
doing, we are going to lose the equivalency of a Legacy Fund in a decade.  All I am urging 
you to do is to put your thinking caps, work with the industry, and help us figure out what the 
right answer is.  The losers under the current model are everyone.  ONEOK doesn’t get paid 
if there is a fire out there.  The royalty owner and the producer don’t get paid, if there is a fire.  
Certainly, the state of North Dakota doesn’t get paid.  We should be looking for other 
answers.  This bill seems to be an effort at trying to maintain the big capital attraction with 
the small capital attraction.  We need to do both to try to solve this problem. The bill is worth 
our efforts in solving the problem.  If we are burning 500 MCF a day, if we had one – three 
energy parks that are being discussed, and each one was worth 25-50 million cubic feet a 
day, then flaring goes down. Production should go up.  Some of the pressure is taken off of 
the producer.  There is frustration among the producer community.  If I am the president of a 
small oil company, and we are having trouble getting our gas to meet the thresholds that the 
NDIC requires, I don’t have a lot of control about the midstream industry.  That industry is not 
regulated by the North Dakota Industrial Commission; it is not regulated by the PFC.  If the 
Industrial Commission is not happy with my company with my company as a producer, to 
meet the gas thresholds, the producer is the one that takes the pinch.  I am forced to reduce 
my production and don’t’ have much control of what I am doing in terms of the flare because 
I don’t have any other alternative.  I am just talking to you to help you understand that this is 
a real problem.  I think the bill warrants your attention.  (1:29:48))  

Representative Jones:  It would be difficult to come up with a use for twenty-five truckloads 
of gas in North Dakota. We don’t have that demand. Supply and demand. Market forces can 
come into play, but we can’t create the demand. 

Robert Harms:  I don’t know if the 25 truck market exists, or how it would be met.  My point 
is that I believe that North Dakota should do more than just say, “We can’t do anything.”  Let’s 
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figure out how to make it work, whether it this solution or something else.  It is not good for 
anyone.  Nobody makes any money when there is fire in the field. 

There was no further neutral testimony on HB 1480. 

The hearing was closed on HB 1480. 

Chairman Ruby:  We have an amendment to consider.   

Vice Chairman Rick C. Becker moved the amendment .02002. with the change: on p. 3 
line 6, replace 10 with 3. 

Representative Jones seconded the motion.  

A voice vote was taken.  The motion carried. 

Chairman Ruby:  I still have issues with Section 1 of the amended bill requiring the 
companies to sell the gas when it gets to 98%.  There are things that the state may be able 
to do, but I don’t think this is it.  Have we studied this before? I wish the study actually related 
to the issues that we are dealing with here and encouraged more incentives or ways to get 
more use of the natural gas and reduce flaring.  

Representative Grueneich moved a DO NOT PASS as amended on HB 1480. 
Representative Paur seconded the motion.  

Representative Grueneich:  I don’t think this is the vehicle that will get the job done; it is 
just more talk about the problem. to  

Representative Nelson:  I am going to resist the motion.  My constituents are livid about the 
flaring in the west.  If we don’t take some positive steps, they are going to start taking some 
positive steps.  I think that it is better in our hands.  We heard a lot of problems today, I would 
want to keep this going so some of these people can come back with some proposed 
solutions. Flaring is not acceptable to my constituents.  

Representative Paulson:  I like Brady’s comment, “innovate not regulate”.  I don’t like that 
aspect of the bill.  I do like your suggestion about changing the study to address the issue 
that is the problem.  I would prefer that to just killing the bill.  

Representative Grueneich: Should we form a subcommittee to see if we could find a 
solution to amend this bill?  If so, I would be willing to withdraw my motion. 

Representative Paur:  I am willing to withdraw my second.  Maybe we could hog-house it 
into a study.  

Chairman Ruby:  I am at a deadline since this bill has a fiscal note.  We could only do it if 
we amend it again with language for only the study, or if the study was designed without a 
fiscal note.  

Vice Chairman Rick C. Becker:  I am interested in voting.   
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A roll call vote was taken on HB 1480 as amended.  Aye  8  Nay  5  Absent  1 

The motion carried.  Vice Chairman Rick C. Becker will carry the bill. 
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Minutes:                                                 Attachment 1 

 
Chairman Ruby brought HB 1480 back before the committee.  HB 1480 had been passed 
out of the committee with a DO NOT PASS as amended.  It has been brought back for 
reconsideration.  It has been changed to just a study.  An amendment was distributed. See 
attachment #1.  
 
Representative Weisz moved to Reconsider HB 1480.  
Representative Paur seconded the motion. 
A voice vote was taken. The motion carried. 
 
The amendment was explained. 
 
Representative Nelson moved to the amendment on HB 1480.   
Representative Hanson seconded the amendment.  
 
A discussion about states versus state.   Should be states as written. 
 
A voice vote was taken.  The motion carried. 
 
Representative Jones moved a DO PASS on HB 1480 as amended. 
Representative Hanson seconded the motion. 
A roll call vote was taken:  Aye  11  Nay  1  Absent  2 
The motion carried. 
Representative Jones will carry HB 1480. 
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