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2003 HOUSE STANDING COMMl'ITEE MINUTES 

Blll./RESOLUTION NO. HB 1015 

House Appropriations Committee 
Government Operations Division 

C Conference Committee 

Hearing Date 01-10-03 

Ta Number Side A SideB 
1 X X 
2 X X 
3 

Committee Clerk Si ature 

Minutes: 

Elie Hardmeyer President of the Bank of North Dakota. 

All 
All 
All 

Meter# 

Rep. Carlson What would you want your assets to capital bauk if you were a traditional bank, 

not the bank of ND? What is a good number to have industry wide? 

Hardmeyer 8.66 is a healthy ratio. 7% is the baseline Wh\!:n the banking commission starts to 

get nervous. The banking commissioner prefers to use a straight out leverage ratio. At 7% he is 

nervous, At 8.66 he is very comfortable. Banks around ND have a higher capital ratio than those 

around the country, and they average between 9-10%. 

An additional 25 million dollars may be coming out of the "rainy day fund." We are not sure 

how we will end the biennium. This wm come out of capital since most of our profits are used 

for the 60 million dollar transfer. 
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Oovemment Operations Division 
Bill/Resolution Number HD 1015 
Hearing Date O 1-10-03 

fJ Rep. Koppleman What is the primary source of interest income at the bank? What are your 

0 

reserves invested in? 

Hardmeyer Our primary asset is loans at about 1 billion 330 thousand, Of that, 223 million are 

farm loans, 365 million are student loans, 433 million are business and commercial loans, and 

309 million are residential loans. 

Rep. Glasshelm I calculated the asset to capital ratio and I took 2S million out of 171 million 

then I get 7 .3%, and that is approaching problematic. 

Hardmeyer Yes, con'CCt, our ratio at\er the transfer would be about 7 ,25%. But in addition to 

the capital we do have a healthy loan loss reserve of about 2S million dollars. That is about 

1.88% extra S5-51% of the loans that we have are guaranteed by the federal government due to 

the student loans. Also, the restdential loans are 11.ll made up of FHA which are 100% guaranteed 

and VA range from 20..60% guaranteed. 

Rep. Carlson Are typical banks are they required to have a loan loss reserve? And what would 

that number be'/ 

Hardmeyer Yes, typical banks hold 1.8%, 

Rep. Carlson Could you get how those loans are guaranteed? 

Rep. Timm Are there any programs now that anticipates a large loss? 

Hardmeyer No, we do not have anything in our portfolio that we are concerned about. 

Rep. Koppleman 43-55% of the exposure is not guaranteed. The rest of that is backed by the 

bank of ND? What would happen if the, bank should how a loss? 
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Government Operations Division 
Bill/Resolution Number HD 1015 
Hewing Date 01-10-03 

Hardmeyer To my recollection the bank suffered significant loan losses of s .. 10 million doJJars 

in the 80's, What happens there is it first comes out of reserves, then out of capital, The way the 

bank is positioned today I don't foresee any surprises. 

Rep. Koppleman If it did happen then where would the money come from? 

Hardmeyer The deposits in the bank are guaranteed, not the lowis. 

Rep. Thoreson Are there any yoars the bank did not show a profit? 

Hardmeyer Not in recent y~. 

Rep. Skarphol The balance of assets shown is 1.9 million, where is the other 675 million? 

Hardmeyer In other investments to assure liquidity for the bank to make sure that we have 

money available to fund our loan growth. They are also in short tenn investments like Fed. 

Funds. They ore all in good, solid investments. They are all in agencies or government 

treasuries. 

Rep Skarphol What kind of earnings are there on those? 

Senior VP of treasury Duration is about 1.2 years, investment portfolio is 270. the average life 

of less than 5 years. 2 .. year government is 1. 70, and sho11 term is 1.25 percent. 

Rep. Warner Is the 140 million in statue SB 2015, or is it in 0MB budget bill? 

Hardmeyer That is in the bill 2015, so it is in law. 

Rep. Carlson What happens if bad times come? 

Hardmeyer If there are losses they would hit the 25 milHon loan loss reserve fund before they 

hit our capital. We come out to about 23 million worst case scenario, our reserve is very 

adequate. 

Rep. Carlson 2S million was a 1 time transfer that is not in ihis budget? 
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Bill/Resolution Number HD 1015 
Hearing Date 01 .. 10-03 

llardmeyer That is correct. 

Rep. Carlson That was not to be replenished? 

Hardmeyer Not that I am aware of, and the only way it could be replenished is a transfer back 

or some retention earnings. 

Rep. Carlson The language is there. but the money is not? 

Hardmeyer Correct. 

Rep. Koppleman How often has the legislature taken from capital to get to the 140 million 

dollar benchmark ? 

Hardmeyer Prior to last session the benchmark was 100 million. It is uncommon to dip into 

capital to reach a benchmark. 

Rep. Glasshelm 0MB. in the budget is any amount beyond 25 million included to the ending 

2005 balance? 

Sandy From 0MB. no it is not included. 

Rep. Glasshelm If less than 60 million dollars of profit were taken from the general fund what 

would you do with the money? 

Hardmeyer For every 1 million taken out of capital would lose revenue of 55,000 dollars. 

It costs us on the profit side and cost of money goes down as we ret~in earnings meaning we 

could lend money cheaper. 

Rep. Carlson Is it a common practice among banks that they would borrow money to lend 

money instead of using their own money? 

Hardmeyer Yes. 

Chairman Carlisle What is the employee turnover? 
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Hardmeytr very low, we have 178 employees and we have between S-7 openings at any time, 

Chairman Carlisle Are operating expenses less expensive with ITO? 

Harclmeyer Yes. with 20.000/month savings with Guarantor-lender system savings, As soon 

as we convert the lender system we will save about 100,000/month. 

Chairman Carllsle. Is that reflected in the budget? 

Sandy I will make a note of that. 

Rep. Skarphol Are you over or under budget stating IT cost in the projected budget? 

Hardmeyer Probably under estimating. 

Rep. Skarphol From the O 1-03 session and the 03-05 session you estimated 2 million dollar 

savings in IT? 

Hardmeyer Correct, 

Rep. Skarphol The total cost is going to be over S years? 

Hardmeyer We would buy one integrated system and put that into play this biennium. We 

would pay for this over 3-S years. 

Rep. Glasshelm How does that system work with ERP? 

Hardmeyer This is a banking system and not the same as ERP, however they may overlap a 

little bit. 

Rep. Wamer Are there any large market banks that have a portfolio of student loans that are 

comparable in size to yours nationally? And do they have a commercially available software 

available instead of starting from scratch, 

Hardmeyer SaJlie May has a comparable software. but we would be vulnerable to them and 

though that not the best choice. 
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Government Operations Division 
Bill/Resolution Number HB 1015 
Hearing Date 01-10-03 

Rep. Warner When you transfer checks between banks are they done electronically yet? 

Hardmeyer We stiU process about 4 million checks on paper. but the industry is going to 

electronic transfers, 

Rep. Skarphol Do you think that if you would have more professional participation in the 

planning stage of student Joan IT change would it have gone smoother? 

Hardmeyer Yes, I think we could have improved on that. 

Rep. Skarphol Could you give us a rough estimate on the time delays on when you were 

scheduled to be online and when you actually will be? 

Hardmeyer About 1 year. 

Rep. Skarphol Regarding ERP and bank needs for security and confidentiality. do you have 

those concems1
/ 

Hardmeyer We have spent roughly about 135,000 on a security audit conducted by Idie Bailey. 

We have identified a number of areas of concern and most of them have n1JW l:·.~n resolved. 

Rep. Skarphol Is there a need for legislation to exempt the bank of ND from the open records 

law? 

Hard~yer There is existing legislatiot1 to protect us from that. 

Rep. Glasshelm Vo you anticipate a large carry-over or spent down? 

Hardmeyer We will likely have a 1 million doUar carry-over. 

Rep. Carlson What are we buying down to? 

Hardmeyer We are buying loans down to 1%. 

Rep Carlson Do we track success and failures in the PACE program? 

Hardmeyer Yes. 
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Rep, Timm Are buy downs generated by Economic Development or can it be done privately? 

Hardmeyer A local match has to be established. borrower h;.s to work with local economic 

developers. 

Rep. Thoreson What are the reasons for the large numbers in the northwest regions in the b, .,ce? 

Hardmeyer Yes, it is because of the Bushel-42 project, a value added ag project, 

Rep. Koppleman So individuals have borrowed to make investments. and borrowing from the 

bank of ND, It is the ability to borrow money for l %. 

Rep. Koppleman Is that available to people other than fanners? 

llardmeyer No, it is spe.cifically designed for the fanning community, Although another 

program called INVEST allows non--fanning individuals to borrow money to use as equity into 

these value added projects. It is at 1 % below our base rate. 

Rep. Timm The PACE loans have to be initiated through local economic development? How 

about the 

llardmeyer The loan is initiated through a local bank. There are two pieces to it. the first is the 

loan and the second is the buydown, The Ag PACE loan has no local community match. The 

fanner comes through his local bank and if he qualifies then he automatically is eligible for the 

subsidy. 

Rep. Carlson Requested results of Ag PACE fund program in writing. 

Rep. Carlson How do you do transfers from the Ag PACE program to the Beginning Farmer 

Program? 

· Hardmeyer There is a bill to allow us to transfer money, and that is HB 1 l 18. 

Rep. Timm How much money do you plan on transferring from Ag PACE to Beginning Farmer. 
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Hardmeyer $500,000. 

Vance Taylor President of the Slate Mlll 

Rep. Carlson Have strategic plans been done in the past and do you have the results of them? 

Taylor They have been done in the past and we will get that ihfonnation to you. 

Rep. Timm Why woutdn •t customers pay for demerage fees instead of the mill. Is demerage 

part of m.~lling techniques? 

Taylor The customers pay demerage some times. It is part of our sel1ing technique when the 

unloading delay is out of the customer's control. We pay it when we ship a car early. 

Rep. Kroeber Is 121 the total number or FTEs? 

Taylor that is the total number of employees we are allowed under the current budget. 

We are at about 119-121. 

Rep. Skarphol Was Cuba shipment paid in advance? 

'l'aylor It was paid for before it was loaded on the ship. 

Rep. Tlmm What is the trend for 2003 in mill closings. 

Taylor It is humored that more could close. there is excessive 'capacity. 

Rep. Skarphol Art these closures new or old mills? 

Taylor They are mostly older mills that have not had much money put into them. But there 

were a couple of new mills that were shut down. 

Rep. Skarphol Who owned them? 

Taylor 25% were small companies, the rest were large corporations. 

Rep. Warner Are there any new products coming out? 
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"') Taylor Family Flour is a declining market. The new products arc pancake mixes. organic 
,' 

0 

pancak~ mix, a"d organic flour, 

Rep. Warner How is the Dakota Maid labf.:J accepted nationally? 

Taylor In further away areas from ND. there is less product recognition, 

Rep. Carlson Are you hiring independent food brokers to market your product? 

Taylor Yes, on the retail side and the marketing side. On the retail side we pay for the 

marketing costs and on the brokerage side they pay for it. 

Rep. Carlson Could we do a better job in tenns of marketing our products? 

Taylor There are always room for improvement. We have been running the mill at full 

capacity, so there is a huge demand. 

Rep. Carlson What percentage of what you sell ends up on the retail shelr? 

Taylor It is small, only 3% goes to retail shelf and we plan to grow that area. 

Rep. Thoreson What are the sales on the online store? 

Taylor It is a small volume of sales that are not significant. 

Rep. Thoreson Is that a self operating site? 

Taylor We work with a 3rd party on that, but we make the decisions. 

Rep. Skarphol Are salaries comparable with union/nonunion wages? 

Taylor Recently. yes they are. 

Rep Carlson Are these union workers considered state FfE• s? 

Taylor Yes. 

Sandy from 0MB AU employees are in the pay plan whether they are union or they are not. 

Ed Bartchlnger Controller/Financial Managrir of Mill 
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Rep. Warner Who is your insurance underwriter? 

Taylor Ballard insurance. They work with other htrger reinsurers, but they are our broker, 

Rep. Warner Why do you not use the state insurance pool? 

Taylor It was felt best that we work directly with the insurance company. 

Rep. Skarphol Have you had significant claims by your clients in the past? 

Taylor We have not had any claims since I have been manager. 

Rep. Skarphol Please provide a brr·1kdown of insurance coverage with Ballard Insurance, 

Taylor We will provide that. We have catastrophe, liability and property insurance mainly. 

Chairman Carllsle What is the 2002 net income? 

Taylor 1.9 million profit, the projected 2003 profit is 2.S million. 

Rep. Skarphol Why is there a difference in written present,tion and on the web site? 

Taylor Due to the fact that we include the emergency appropriation we received from the budget 

section. 

Rep. Skarphol Without emergency commission approval. you are asking for a S.4 million dollar 

increase? 

Taylor Yes. 

Rep. Skarphol It will cost over $1/bushet to process the grain with additional operclting costs? 

Taylor It is not as simple as it sounds, you have to factor in energy costs,, union contracts, 

insurance, operating costs. It is not a 1: 1 relationship to the increase in t)roduction. 

Rep. Skarphol What is the reason and logic behind the decrease in your W APA? 

Taylor It is a 20 year contract, and there will more reductions in the future, but the next one is in 

like S years. 
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Rep. Timm Sales need to increase to pay the 5 million borrowed to pay the state of ND. 

Taylor The S million would be paid f n 2005 dues to projects and competition our' operating loan 

will go up and down. Our equity wi1t decrease by difference of profit and payment. 

Rep. Timm Is your main objective to supply the ND farmers with a market for their grain or is it 

to tum over a profit to the state of ND? 

Taylor Both. 

Rep. Carlson What was the total amount bonded for imprnvcments on the miH a few bienniums 

ago? 

Karlene Fine The mill did not borrow any money for the construction and progress. They did 

now borrow that money, but there are no outstanding biJI. There was a t9 million dollar transfer 

to improve their assets, 

Rep. Carlson Where are we paying back this 19 miJiion doJJars? 

Taylor We have about 10 million borrowed from the state of ND. The other 7.5 million 

borrowed from the state of ND is part of our operating line. V2 of it is being paid back in cash 

and ½ of it is with borrow;:;d funds. 

Rep. Carlson Are we borrowing to make payments? 

Taylor Are we better for the 19.5 million dollar project? Yes. We don't have 5 million cash to 

make payment. We are borrowing the$, 

Chairman Ca.rlisle Please include this explanation in writing. 

Rep. Carlson Whey did you bond? 

Fine The mill management thought that it was the best option to use cash and work with the 

Bank of ND. 
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Rep. Fine How much cash is borrowed1l 

Taylor 10 million is borrowed 9.5 million cash was put into it approximately. 

Rep. Koppleman Your asking for about 5 million dollars more and you are projecting 1 million 

dollars more profit. ls that a good ratio? 

Tayior We are projecting 2.5 million for the next biennium. The milling industry is not a high 

profit industry. 

Rep. Glassht,lm Where are your payments to the bank in operating expense? 

Taylor This is as of fiscal year 2002. Look at exhibit C. It shows the data better. 

Ed Barchenger We budget interest expense not principal payment. We have a S year, 

amortizing loan. We budget interest expense. 

Rep. Timm Insurance has increased by 4 times since the 2001-2003 budget. Why. 

Taylor Insurance has changed since 9/11. 

Rep. Tirnm Operating expenses have doubled? 

Taylor It includes our interest expense, 

Rep. Warner Requests presentation from the Insurance Pool for representing the State Mill. 

Chairman Carli~le S() noted. 

Rep. Skarphcl What are demerage rates, shifts, and overtime costs? 

Taylor 150,000-200,000 doll:trs. The Shifts are 24n. The overtime is based on Saturday and 

Sunday work or to cover vacation leave. 

Rep. Skarphol There is a 1 O percent increase in salaries, a 77% increase in temporary/overtime 

workers. 
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Taylor Hiring to lower overtime doesn't work for us. We would need to add a shift und rotate 

and eliminate overtime. Employees count on overtime pay. 

Rep. Skarphol When was the last time that you actually put out an RSP and allowed 

competitive bidding for your insurance? How many bids do you get? 

Taylor There are very few agencies that love to bid on flower mill insurance, 

Chairman Carllsf-, Please overview a memo to committee. Representative Skarphol will be 

assigned to the mill budget. 

Karlene Fine Executive Director/Secretary 

Testified on the Administration Tnb of the written testimony. 

John Dwyer Chairman of the Ll ri;nite Research Council. 

Testified under the LRP Tab in the written testimony. 

Rep. Glasshelm Can you ex.plain where we are with air standards? 

Dwyer The measurement is minute, computer models are used to measure it and calculate it. 

ND was notified in 2001 that it didn't comply with the Class-1 standard. EPA/Feds later 

determined we were in compliance. The state of ND insists that we are in compliance. 

Rep. Glasshelm Would there be any plant closure upon completion of a new plant? 

Dwyer No, that is not our plan. 

Rep. Carlson Is transmission our biggest challenge? 

Rep. Dwyer Yes, because of cost. 

Rep. Carlson Wind power needs to contribute to the transmission issue with money. 

Lynn Helms Direclor of the Oil and Gas Division 
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Helms the actual data that is acquired ls confidential under private agreements between the 

company that acquires the information and the oil company that purchases it, Our regulatory part 

is to make sure our holes are drilled in the correct places to protect underground drinking water, 

Rep. Warner Is there any way to increase the extraction process by consolidating information? 

Helms In my opinion, this would not assist that. 

Rtp. Warner Could you give me infonn~tion on confidentiality of seismic infonnation? 

Chairman Carlisle Is the Secretary of State involved in the pem1it process. 

Helms The business has to be registered with the Secretary of State. 

Chairman Carlisle How is our environment? 

Helms We are competitive with sister states, We lost ground with Saskatchewan, The federal 

government propose challenges with land acquisition. 

Rep. Timm What are IT costs and are you happy with the services? 

Helms 113,000 rer biennium. We use limited services. 

Rep. Timm How many FfEs were cut because of computer use? 

Helms Yes, we have reduced .5 FfEs in 4 years. We have 35 employees. 

Rep. Skarphol Why is there a $14,000 increase in lease rent? 

Helms There is a 5% per biennium increase written into a landlord lease. 

Rep. Skarphol Why was there a $25,000 increase in travel costs? 

Helms DOT controlled the vehicle~. We utilize 15 vehicles. 

-~ Ed Murphy With the state Geological Survey 
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Rep. Skarphol Where do you purchase your insurance? 

Murphy ND Reserve Insurance Fund, 

Murphy We would like to maintain 1 vac,.mt FrE in anticipation of programs opening up. 

Pat Fricke Executive Director of ND Housing Finance Agency 

Chalrman Carlisle What is the default rate? 

Fricke 3.5 -4.5% comparable to other ND entities. 

Rep. Skarphol What is the increase in your salary line and decrease in your operating line? 

Fricke The reduction in the operating line is largely due to interest expense. 

Ed Sath-,r Executive Director of the Student Loan Trust 

Karlene Fine Industrial Commission 

Rep. Kroeber We transferred 9 million to the General Fund from the bond 1979 Bond 

Resolution. 

Fine Correct 

Fine 9 million is coming from the trust to the general fund, 1,258,000 is going to the Board of 

Higher Education. 

Rep. Kroeber Does this effect student loans after the transfer? 

Sather 25.9 million remains for loans. 

Rep Kroeber If I am co11ect it is a 9.5 % ioan. Has that been consistent over time? 

Sather The federal government guarantees a rate of 9.5 % on new loans. The difference 

Letween what the borrower is paying and the 9.5 rate that we are guaranteeing is paid to us. 

Rep. Kroeber Is that rate fixed or adjustable? 

I 

J 



I 
I 

0 

Page 16 
Government Operations Division 
Bill/Resolution Number HB 1015 
Hearing Date O 1~10-03 

Sath~1· Variable. A "ew program called Consolidated Loan Program allows students to 

reconsoUdate all loans at one rate 

Rep. Glasshelm Will this 9.S % continue or is it stopping? 

Sather As long as the 1979 bond resolution is outstanding. that trust can recycle 48 million 

dollars in student loans that are guaranteed by Uncle Sam. 

Rep. Kroeber How has the money ix1en used? 

Flne It has never been used for the general fund. but they have been used for the guaranteed 

agency. 

Rep. Skarphol What is the total volume of student loans? 

Sather 40-50 million dolJars net growth annually. 

Rep. Gl~helm If the money was left in the trust. would more loans be available? What would 

the impact be? 

Sather We would earn more money in the trust fund. 

Chairman Carlisle Adjourned at 3:00, 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1015 

House Appropriations Committee 
Government Operations Division 

□ Conference Committee 

Hearing Date January 22. 2003 

Ta Number Side A SideB 

Minutes: Committee Work 

Meter# 

Erle Hardmeycr9 President Bank of North Dakota, shared infonnation regarding the New 

Student Software Program. This software replaces the lender and the guarantee system. The cost 

of the program is 6"7M for software which includes a interactive web site, and bank savings 1 M 

in ITO production costs. 80% of production costs will be reduced. His departmetft is current 

with technology and bullish to reduce overhead and responsible spending, There computers are 

on a 3 year replacement cycle @ $2,000 per computer, all employees have one, Programs that 

would impact the Bank of ND would be SB 2232, a transfer bitl from the student loan trust to the 

residual bond fund, this is backed by Bank of ND. 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURBSOLUTION NO. HB 1015 

House Appropriations Committee 
Government Operations Division 

□ Conference Committee 

Hearing Date HD IO 1 S 

Ta Number Side A Side 8 Meter # -----------~---------+----------1 
1 xx 

Committee Clerk Si 

Minutes:COMMITTEE WOR 

Karlene Fine, Bank of North Dakota outlined the State Bonding hand out (See written 

testimony) 

Ed Sather, Bank of North Dakota, Student Loan Division (see writtekt testimony) Projected 

balance sheet. ND Student Loan Trust. His department would look at current interest 

environment before tranferring money from the fund balance. As long as the trust can make 

money, the oonds will continue to be carried. Should things change in rates it make an advantage 

to sell student loans to the Bank of ND. 

Karlene Fine, Than bank has seen a reduct.ion due to technology and what ITO has provided. 

She also indicated that SB 2232 does not have to pass in transfer funds. If the bill does not pass 

the 6% interest received from the Federal Government will be lost. The residual bond amount 
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will be $16,480,000,.thc tenn ofthJs bond is yet to be determined. Since 1979 the Bank of ND 

has se.rviced 99M In student Joans, 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1015 

House Appropriations Committee 
Government Operations Division 

□ Conference Committee 

Hearing Date February 4, 2003 

Ta 1- Number Side A 
xx 

Minutes: COMMITTEE WO 

Side B Meter# 

Rep. Carlson discussion regarding the "freeze" of hires. The top number of employees would 

be frozen, tftere will be no distinguishing from general funds and federal funds. 

Mill and Elevator discussion. Insurance issues have been addressed, a bill is pending to atlow 

the department to bid on their insurance. This would be an advantage to the agency. There was 

discussion to add an amendment limiting the transfer amount. . Legislative Council advisedt the 

transfer to the general fund is in the bill, thus an amendment is not necessary. There was also 

discussion regarding a reduction in the transfer amount so the Mill and Elevator could 

accommodate their renovation debt instead of bonding. Management made the decision to use 

cash. it was also noted this agency is under new management. Legislative council will do some 

checking into a11 debt held by the Mill and Elevator and report back to the committee. 

Hearing no further discussion the meeting adjourned. 
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2003 HOUSE STANDING COMMI'ITEE MINUTES 

Bil.URESOLUTION NO. COMMITTEE WORK 

House Approp..-iations Committee 
Education and Environment nivision 

□ Check here for Conference Committee 

Hearing Oat<" Pebruury S, 2003 

Ta· Number Side A 
l X 

Minutes: COMMIITEE WORK 

SideB Meter# 

Chairman Martinson caJled the hearing to order. He previously asked Karlene Fine and Ed 

Sather from the Bank of North Dakota to come and answer some bonding questions. 

Karlene Floe See attaehed testimony. 

Ed Sather from Bank of North Dakota. Walked through projected balance sheet of the North 

Dakota Student Loan Trust. See attached testimony. 

,Chairman Martinson What concerned most of us was your white sheet that you passed out r:o 

the Senate where you talk about a Joss of l .6 million annually. That precipitated all of the 

concern about why we are doing this when we are going to Jose 3.2 ov~r the biennium by 

transferring this money . 

.s.athi r That number has been revised. If funds are transferred out of tbe trust, we would Jose 

approximately 1.2 million per year versus the t .6. What we have said here is that if we can use 
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Education and Environment Division 
Bill/Resolution Number COMMl'ITBE WORK 
Hearing Date February St 2003 

1
] the issuance of bonds versus liquidating the student loans, because the interest rate on the 

borrowing is much less than the interest rate on the student loans at 9.5%. we can capture that 1.2 

million dolJars per year. 

Chainnan Marilnson You can capture it back'! 

Sn.tblt Yes, we can. 

Cbalnnan Martinson There is no net loss? 

Sather The net loss that we figure is going to be based upon current interest rates. The interest 

cost to the trust wmdd be approximately $400,000 per year, That is where we go from the 1.6 

million to the 1.2 million. In essence, if we do nothing we would make 1.6 million, if there is no 

transfers out of the trust. If we do transfer out of the trust, the 26 million, we would lose that if 

we do not use this bonding mechanisr\1 to fund that transfer. If we fund the transfer t,y issuing 

·.~) new debt, the cost of that funding would be about $400,000. That would be the loss that we 

would incur. 

Chairman Martinson Is that per year also? 

Sather Yes, that is per year. We go from making 1.6 million to making 1.2 million. That would 

also facilitate the transfer of 26 million that is proposed in the next biennium. 

Chairman Martinson Are you saying that if we do transfer that money, that it is very critical 

that we pass the 2232? 

Sather I think so, because of the tax law it provides an opportunity to maximize that rate of 

return. We are not liquidating the student loans and losing a 9.5% interest rate. 
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Education and Environment DJvbion 
Bill/Resolution Number COMMITTEE WORK 
Hearing Date February s. 2003 

Reg, Aarsvold Would the obligation that we would incur by virtue of issuing the bonds. would 

that repay•nent be based on student return to the fund or is that a general obligation the state 

would incur? 

Sather It is not an obligation of the state. It is a revenue bond that is repaid based on the cash 

flow of student loans. 

Reg, Gulleson Revenue bonds, do they count against the whole portfolio of bonding that the 

state looks at when we make that decision as to whether the level is comfortable enough to keep 

us at a good bond rating? 

Sather I would just say that basically the state of North Dakota has its own rating. Currently the 

state has no general obligations. These bonds issued by the student loan trust are backed up by 

guaranteed student loans that are guaranteed by the North Dakota Guarantee Agency and the 

federal government with a co-guarantee. So they are 98% government guaranteed. 

Kathleen Fine If there were additional bonds issued there would not be any limitations on the 

state. These ate looked at separately from the state of North Dakota because it is a revenue bond. 

Chairman MU11n199 If we do the whole transfer, pass the 2232, our net loss and interest 

income would be $400,000 per year? 

Sather Yes. based upon current interest rates. The margin torlay is 7,5%. Ifwe can borrow 

money at 2%, the current interest rate environment. we are still making 5.59h That assumption 

.on $400,000 is based upon current interest rates of 2%. Over time if interest rates rise, that 

would increase, Also, we would structure this, if therci is a mechanism in place. that when it 

reaches a break even point. we can reevaluate the bonds. There would be no negative earning 

aspect to the trust. 
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Education and Environment Division 
Bill/Resolution Number COMMITIEE WORK 
Hearing Date February S, 2003 

Chainnan Martinson There is about 7 million of new money in the Higher Ed budget for 

Centers of Excellence and the Internship Program, if we took that out and de(reased the amount 

that we would put into these budgets by 7 million, is there a fonnula that we could use to say it 

would be so many dollars per year rather than a $400,000 loss per year? 

Sather Yes. Based on the full transfer of 26 million, Under cutTent interest rates. the cost of the 

trust of issuing the bonds is 2%. I would say if you do not transfer 7 million you would reduce 

the borrowing by 7 million at 2% which would be $140.00 per year. 

ChaJrman Martlnson So we could take the I 40 off the 400? 

Sather That is correct. 

Chairman Martinson We can use the 2% if we eliminate 10 and it's 2% of the 10 that we take 

off the 400? 

/,~ J Sather That is correct. 

Re.,. Svecllan Looking at your spreadsheet, it looks to me that you are issuing 27 .19 mill ion in 

residual bonds. is that correct? 

Sather The total amount that would be issued would be the column to the far right under 

6-30-0S, This is the projected balance sheet using the cash flows. It would show that the amount 

of residual bonds outstanding would be $16.480.000. 

,Bep. Syedlan Just to clarify, you would issue 10. 7 million by 6 .. 30-04 and then an additional 

amount to get you up to 16 ln 05, ls that right? 

Sather That is correct. Referred to blue testimony. 

)kp. SvedJan Reading the fund baluncc line, it looks like we are reducing the equity in that fund 

by almost half from 02-05, 
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Sather That is correct. We assume that when you incur debt, you are still going to reduce your 

equity. If we liquidated the student loans for 26 mm ion and converted it to cash, the fund 

balance would go to 26 million rlght now. In essence, instead of liquidating and transferring out 

that cash, we are incurring additional debt with the residual bonds. 

Reg. Syed.Jan What was the starting equity in that fund? This was funded with bonds in the 

first place, right? 

Sather That is correct. I believe the first bond issue was in 1979. Since that dme the tmst has 

issued over 900 million dollars in bonds. Unr\er the 79, it currently has 4.5 million outstanding 

and there is 100 and some miUion under the 96 resolution. This equity has accumulated since 

that time based upon the interest rates on the student loans and the cost of issuance. This has 

been a net income that hus accumulated in the trust since 1979, 

Ber,. SyedlMP You don ,t recan what the original fund was? Where did it start and what did it go 

to? 

Sather I would think that this is probably the highest balance it has had in tenns of equity today. 

It started with a zero balance. It issued bonds in 79 to purchase student Joans and then it 

accumulated based upon the net income. The higher rate of the student loans versus the cost of 

the bond allotted to accumulate earnings. This is the net effect in the t 979 bond resolution, this 

is the accumulation of those earnings. 

Rep. SyesUan There is no benchmark necessarily as to where we start dipping into equity as 

compared to using just the earnings from the fund? 

Sather The first time funds of that equity have bee,i used or transferred out of the student loan 

trust to the state was in the current biennium, which ls this 9 million doJlars. 
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Bill/Resolution Number COMMI'ITEE WORK 
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Chalnnan Martinson I have not read the 2232, does that give you the flexibility to increase or 

decrease depending on what we actually end up doing this session? 

Sather Yes, it does. The reason we introduced this 1egistation is that currently under statute, the 

student loan trust can only issue bonds to purchase student loans. This would provide us a 

mechanism to issue bonds for "the public will otherwise benet1t0
• We are saying that would be 

the mechanism that would allow us to issue the bonds and not buy student loans but to make the 

transfers. 

Chalmuan Martinson If we didn't have that 2232, as a banker trying to do the best investment 

that you can, you certainly wouldn't want us to do these transfers would you? That just wouldn't 

make any sense at all. 

Sather That is more of a policy issue between the legislature and the governor. We look at it to 

(=:) maximize the rate of return. The equity Is in the student loan trust. If nothing is done in 2005, 

this bond issue becomes paid in full and the equity is transferred to the industrial commission, 

which I assume would go in the general fund. I would like to make one thing clear, in other 

testimony there seems to be confusion between the student loan trust and the Bank of North 

Dakota. The student loan trust is a stand alone. It was a mechanism that was created that 

allowed the flank of North Dakota to sell student loans for liquidity purposes. Everything in the 

student loan trubt or anything we are proposing here does not impact the ability of students to get 

student loans in North Dakota. All of the student loans are basically made by the Bank of North 

Dakota and we will contiuue to make them, The trust can buy them from the Bank of North 

Dakota, they don•t make them originally. The ability to borrow student loans is done by the 

Bank of North Dakota. 
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Rep. Wald You are allowed to earn 9.5% on the student loan trust and by bonding it you can 

achieve about a 5% spread net. am I right? 

Sather Yes. The overall return to the state under current interest rate environment would be 

S.5%. 

Reg. Wald The 5% will yield how much in your 02, 03, 04? Which column shows the 5% 

earnings? 

Sather The earnings based upon that 5.5% would be approximately 1.2 million per year. 

Reg. Svedfan You said at the end of the 03-05 biennium, if nothing is done with this fund, it 

would reach a maturity point where all of the funds wouM go to the industrial commission, 

which you thought then would become general fund monty'l 

Sather That is correct. Right now, the flow of funds and where they go is determined by the 

outstanding bond resolution. If you look at the 9-30 there, 4.5 million dollars of bonds are 

outstanding. The final maturity of those bonds is 7w1-05. There would be no more debt 

outstanding and once all the funds are paid, then the flow of funds, or cash. would go to the 

issuer. In this case the student loan trust is under the industrial commission. I am a.~suming that 

if they receive cash, they would deposit lt in the general fund. 

BeJ>, Syed.Ian The loans are actually made by the Bank of North Dakota, not by the student loan 

trust fund? 

Sather That is correct. 

Rep. SvedJan What role does the trust play? It would seem to me it was established in the first 

place to make the loans and that the loans were made and the interest was paid on the loans and 

that is whtt helped generate the excess in the fund over the yearn. Now you are saying that this 
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fund would reach a maturity point in 05 where it would really no longer have a function of 

loaning money for student purposes, but the Bank of North Dakota makes the Joans? 

Sather Under the trust. it doesn •t origjnate loans. The creation of the trust resulted back to 

1979. Interest rates went up to 21.5%, The economy in the state from the ag side and even the 

oil was on the down tum. In order to maintain liquidity or to get funds at the Bank of North 

Dakota, we didn't want to pay interest rates at 21.5%. so a mechanism was the trust issued debt 

which it could issue which is tax exempt with lower intel''-St rates. The Bank of North Dakota 

then sold its student loans to the trust. What this did is it provided liquidity or gave cash to the 

bank so we could continue to make other loans. The concept of the mechanism of the trust is 

unique with the Bank of North Dakota. As we look at our balance sheet as we grow. a source of 

getting funds if we need it for commercial or ag loans is we can liquidate assets by selling some 

(~ of the student loans to the trust and provide cash to the bank to help us fund our programs. At 

this point in time. we don•t need to St"li or lh 1uify any assets, we have plenty of liquidity, From 

inception, the trust was a mechanism that w 1s used. 

Chafm,.an Martinson The only purpose of the trust was to allow you to maximize your 

investment and to buy the student loans? 

Sather That is correct. 

Chaln»@p Martinson I think what the confusion may be is when we talk about trust funds, you 

think about things that are set aside torever. Is it always caned a trust fund or is there another 

namt? 

I 

.J 



. I 

Page9 
Education and Environment Division 
BUI/Resolution Number COMMIITEE WORK 
Hearing Date February 5. 2003 

Sather It is called the student loan trust. That is the way it is set up in statute. It is in ttJJst. All 

of the assets arc held and maintained by a trustee, The bond documents dictate the flow of funds 

and the trustee insures that those flow of funds are in accordance with the bond documents. 

Chairman Martin.an If we were to take money from that trust fund, is that the interest that the 

students have paid on their loans? 

SlibK It is a combination of both. It's interest the students have paid but also it is interest the 

government has paid. 

Cufnn,p Martln,on It is more government than students though, isn't it? 

Sather It depends upon the interest. Student loans have gone through evolution. In the 70's 

there were 8% fixed rates and today student loan rates are around 3.5%. The government pays 

interest while you are in school on the student loan. If interest rates rise, there is a special 

0 allowance payment that is made by the government. The accumulation of earning is a 

combination of both government payment and student interest payments, 

Re.,, Wald You said that the trust was a stand alone entity? 

Sathea: It is created in statute as a student loan trust. 

Be»• Wald If you were to show me the bank's financial statement, would the trust show up as 

an asset on the asset side of your bank statement, so to speak? 

Sather No. It h, not an asset of the Bank of North Dakota. 

Bel>• Wald So it is truly a stand alone operation? 

Sather Correct. 

Ilg. Wald And you merely mam1ge the funds and take a management fee or something? 
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Sather That is correct. Bank of North Dakota is the trustee. Student loans of North Dakota 

services the student loans for the trust and the North Dakota Guarantee Agency guarantees them. 
; 

They are not assets of the bank, the hunk charges fees for its servicing and its trustee fees. It is a 

stand alone agency • 

.Rm, Syed,lan OoinE: back to the question about dipping into equity, it is really a non issue. The 

reason I say this is that you said as we reach 6~30-05 when the liability is paid off, that fund~ even 

though it is a stand alone fund, would revert to the industrial commission and would very likely 

be general fund money, The issue of dipping into equity is, in my view, a non issue. 

Sather I would agree. In essence what it is allowing you to do is access some of that money 

today versus waiting until 200S. 

Re». Svecllap, In order to maintain the earning rate of 9.25, I believe. -Ne would need to pass 

() 2232 to replenish the fund so that we can ensure earning at that level? 

Sather 2232 doesn•t replenish the fund, it becomes a mechanism that allows the fund to 

maximb.e its rate of return. Irrespective of transferring cash and liquidating student loans or 

issuing additional debt to provide that cash flow. the equity fund balance will go down to 26 

million dollars. 

Re.»• Syecljan At the end of 6-30~05 there would be a sum of money there that would virtually 

become part of the general I°und? 

Sather That is correct. Based upon this calculation there would be another 26 million dollars in 

6-30--05. 
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I-♦ Sycdjan The issue of issuing student loans is possible because the Bank of North Dakota 

issur.s the student loans. We at that point) 6-30-05, would no longer have this fund that would 

keep earning at a rate of9.2S%? 

Sather We are looking at avenues so we can extend that as long as we can maximize that rate of 

retum. 

R11, Sycdll,n With the issuance of residual bonds under 2232, what is the length of that bond 

issue? 

Sather We are thinking probably 15-20 years, 

Re», SycdJap Would that not keep that fund in place for another 15-20 years? 

Sather To facilitate that, yes it would. 

Ile», Sved,Jan The state would at least be looking at a revenue source much like what we are 

using the 9 million for this time or maybe even the 17 million in this case for 1s .. 20 years out? 

W,:m: I would say yes, The structure of the trust will be to maximize the rate of return. It is 

very attractive today because interest rates are very low and it really maximizes that return. In 

the future whether that is 2, 5, or 10 years from now, if interest rates rise dramatically it might 

not be advantageous. 

Rm, l!rYMIHrd Is there a significance to timing of the transfer of the general fund of 9 million 

on January 1, 2005, is there a reason that isn't transferred earlier in the biennium? 

Sather In the current session. OMl:3 requested the transfer January of this year. We assumed 

they would ask for it in the same time frame next biennium, That is an assumption. 

Rm, Momon This is a pool of money not owed to anybody, thts is actually just a pot of money 

that the state has as an asset. It shows up on no other Bank of North Dakota books. it shows up 
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no place else. It is just a pot of money that has accumulated over the ydll'S since 1979 from 

government and student interest payments to it. This is really just an asset of the state of North 

Dakota, and we can use that in any time, Jn any fashion, but if we don't do anything with it, in 

2005 it is going to rnax out and all of the bonds will be paid back and there will be no more 

money coming into this pot of money, is that correct? 

Sather The reason we say 2005 is because right now the flow of funds and use of the funds is 

determined by the general bond resolution because there are bonds outstanding. It allows funds 

to be used to buy student loans, to pay debt service. In 2005 when that bond is paid, that equity 

of those funds are free and clear to be used at the direction of the Industrial Commission, 

whatever they would do. I assume that they would deposit it in the general fund. Also, to 

facilitate the transfer to the general fund. whic:h we had to do in January of this year for the 9 

: ) million, we had to go the insurer of the bonds to get them to amend the documents to allow us to 
'· , 

transfer the 9 million because it was outside of the scope. Since there is 4.5 million in bonds and 

52 million in equity, they had no problem in allowing us to do that. 

Be», Monson If we don•t make this transfer, what happens in 2005? We hnve 53 or 54 million 

that would have grown to that point at that time. There are no more revenues coming in because 

there are no more bonds being paid off to cc,me in, and it is earning interest available. Is that 

what happens? 

Sather If no funds are transferred out of the t.rust until 2005. you will maximize its earnings. 

The cash would be invested in govemments or agencies. The student loans would be in there at 

9.5%, we can purchase up to 42 million. The fund would continue to have net income each year. 

In 2005, it goes to the commission and I am assuming it would go the general fund. 
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RID, Aarsvold You talked about procetds from government inte~est subsiJ!es, we are talking 

about the federal government, right? Are there state dollars or only tederal dollars? 

Sather It is federal dollars. Current interest rates on student loans are variable, set annually, In 

today's interest rate environment the student loan rate in school is 3.5%, if you are in repayment it 

is 4.10% today. That is what the student pays. If it is in the student loan trust, the 79, since the 

government has agreed to provide a 4.9 1/2%, the government pays that difference which we call 

a special allowance payment. It is all government dollars. 

Rm, Monson If w., Jon't make this transfer, we end up with say 53-54 million maxed out in 

2005 with no other real good source of income. We would be smart perhaps to try and sett these 

residual bonds anyway. We could th~n see a stream of revenue come back into this for the next 

15-20 years and keep building that, am I understanding that right? 

(~) Sa!mr Yes, that Is a very good observation. That is what we believe. Because of tl,e tax laws 

this 79 bond resolution gets this 9.5%. In 2005, when bonds go away, you no longer get the 

9.5%. Our concept is, if we extend those maturities, we still get the 9.5% as long as we are. 

maximizing that retum, it makes sense. At some point if it is not cost effective or advantageous, 

we would call the bonds, reduce it and then liquidate. Our aspect is looking at it saying, how can 

we maximize the rate of return. There is no cost to the student, it is paid by the department of 

education. It seems to make sense that this is a mechanism to help maximize the return to the 

state. 

Rep, Wald On June 30, 2005 what is thu legislature or the taxpayer's obligation to the trust? 

Sather There is no obligation of the legislature or the state to tht~ trust. 
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Re,p, Wald So thi& loan that we did self destructs on June 30? In the meantime there would be a 

5% spread earning on 42 million? 

Sather That spread of 5.5% would be based upon the amount that is transferred. It is only going 

to be on the 26 million that would be transferred. 

Bm, Wald rm sorry 26 not 42. 

Sather The outstanding bonds is 16.4 million, will be repaid from the cash flows of the trust. 

What it receives. principle and interest payments, off of the student loans. That is the revenue 

source to pay the residual bond. 

Rep, Wald As a banker, when I look at th'ls statement on June 30, 2005, the fund balance 

dropped from 51.8 minion to 26.6. Your JiabUity increased by $13,500,000 to $18,980,000. 

Your liabilities are up and your equity is down? 

Sathc.r That is correct. That is because, in essence. we have issued debt to make the cash 

transfers to the state. For example. if you would go to 9-30-02, if we had to liquidate assets or 

seJJ student loans to make those cash transfers. that balance would be approximately 25 million 

dollars of equity. Either way the equity is going to be about the same. Instead of reducing the 

total asset, you have just incurred a debtt but the equity stilt remains the same. In essence, you 

have made the transfer of 26 million cash to this genera·1 fund. 

Rep, Rennerfeldt Is this basically a one time transfer'} 

Sather Yes, this is under the assumption that the current appropriations would be transferred out 

on the next biennium which has been identified to be around 26 million. 

Rg. Rennerteldt You say the 9% interest could be extended beyond 2005. Would they go 

along with that? 
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Page 15 
Education and Environment Division 
Bill/Resolution Number COMMITTEE WORK 
Hearing Date February S, 2003 

r') Sathet Based upon legal review, as long as the 79 bond indenture is outstanding, their 

interpretation is under the old tax law, up to 42 million in student loans could be held in the trust 

and earn 9.S%. 

Re_p, Monson You could do this anyway, even without a transfer. The transfer is really quite 

insigniflcr.mt to the state as far as you are concerned. We can take the pool money out or we don't 

have to. If we pass this bill, you could actually earn more money for this trust fund and for the 

state of North Dakota for the pool of money for the industrial commission or whoever. If we 

pass this bill and you issued new bonds, you would just maximize this for more years and the 

bond would continue to make more money. The transfer is incidental except that if we make the 

transfer and don't pass this bill, then we don't maximize the interest that we could have because 

w~ are now jeopardizing that flow of money back in from the government, is that right? 

Satlwt That is correct. Especially with current interest rates, it is very attractive to maximize 

the return. As I look at it as an investment individual saying, I wouldn't want to dquidate a 9.5% 

asset to make the transfer. 

Reg, MoQJfill 'fhe more money we need in this fund, the more money you could roll~ if this bill 

passed, into h!gher rate of return bonds and we would be smart to maybe not tap into this so you 

would have more money that you could have available to roll, right? 

Sather Based upon the legal review and the legal analysis and to take advantage of the 79 tax 

law, they had said the maximuttl amount of student Joans that this trust can hold that can make 

9.S is only 42 million, They would not be buying more than 42 million because they don•t earn 

9.5. 
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Page 16 
Education and Environment Division 
Bill/Resolution Number COMMITIEE WORK 
Hearing Date February s. 2003 

Rep, Momon If we just brought this down to 42 milHont say we transfen-ed l 0 million outt we 

would then be pretty much maximizing the loans and doing the best we could for bringing in 

money to the state, correct? 

Sather If you look at the blue sheet, the financial statement. under that theory the max that we 

can have is 42 miUion in student loans. You•n see in 6-30-03, there is 15.8 million dollars of 

cash. That would be available for transfers because the max we can invest is 42 million in 

student loans. That 15 million would be available for the transfer. Any transfers exceeding the 

l 5 million, we would use the residual bonds to maximize the return. 
' 

Chalnnag Martinson It seems that if this hadn•t been proposed by the governor's office, and 

maybe it did come from you, that you might have been going around telling people we need to 

move some of that money out of there so that we cnn rebond and keep it going for another 1 Sw20 

years. 

Sather This came to light, the advantage of getting the 9.5%. this is relatively new to us. We 

realize that by looking and reviewing with bond counsel in August of this year, that we had the 

advantage to earn this 9.5%. This whole transition was new to us to maximize those earnings. It 

just seems to make sense that if there is going to be a transfer of more than 16 million out of the 

fund, that 2232 would be the mechanism to issue bonds to meet those cash flow expectations or 

transfers and we can maximize the rate of return. At some point in time, if interest rates rise and 

it's not advantageous. we unwind. As long as the fund can earn 9.5%, it seems to be prudent to 

extend the life of that general bond resolution to take advantage of the tax laws. especially since 

it is paid by the government and it is not paid by the student. 
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Page 17 
Education and Environment Division 
Bill/Resolution Number COMMmEB WORK 
Hearing Date February 5, 2003 

:,~ 
I I 

Ra>, Rennerfeldt The only reason where you would be able to do this is because of low interest 
i 
I 

J 

rates, how much would they have to increase to take this advantage away? 

Sather The quick answer is that we were looking at a margin of S.5%, so to me once it gets to 

approximately 7.5%, it is break even. 

Bm, Monson Wouldn't we maybe be smart to leave 42 miltion in here to maximize it in case 

interest rates go a lot higher down the road and we have to issue bonds to be able to get cash flow 

at a better rate for our student loans? Wouldn't it be wise to maybe keep this student Joan trust 

fund viable with something in it so that if interest rates do go way up again we don't find 

ourselves in the same boat as we did in 1979 with very high interest rates and have to start right 

from scratch again to be able to generate some money to issue loans? 

Sather It is advantageous, we think, to extend the life of the 79 because of the 9.5%. Tilere is 

0 also another bond issue in the student loan trust called the 96. It Is outstanding. It has I 00 

million of debt and l 00 miJlion of student loans in it so the student trust is a viable entity that can 

issue debt to buy student loans if it is needed. The difference here is that the tax laws are totally 

different for the 96. The government took away this big margin and says the maximum amount 

you can earn is 2% above your cost of funds, and that pays atJ of your operating expense. It is 

not as profitable as it was in the past. To maintain this 9.5%, the 79, up to 42 million, where we 

are able to maximize that return, it seems to be wise to extend it as long as we can maintain those 

I margms. 

ChaiflDMQ Martinson closed discussion and adjourned until 10: 15 a.m, 

't'ht •fcrotrlPhfo ,..,. on thf1 ffl• art 110curat• reprocbltfw of rtcordt •ttv.rfd to Modtrn Jnforwtfon IVlt• for Mfcroffl•fnt end 
were fflMld fn th• rttt1l1r eour11 of butfnt11. Yh• phot09rlphfo procett 11Nt1 1tandardl of the AMtrtcan M•tfwl ltendlrde lnttf tut• 
(ANIJ) for archfval MforofflM, NOTICS1 If th• ffhNd fNOt lbovt ,. lffn ltefbl• then thf• Notfct, ft f• due to tht qutlfty of tht . -t bofl'II ff hlld, ~ 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1015 

House Appropriations Committee 
Government OperatJons Division 

0 Conference Committee 

Hearing Date February s. 2003 

Ta Number Side A SideB 
1 X 

Committee Clerk Si 

Minutes:COMMITTEE WOR 

Meter# 

Mill and Elevator hand out was distributed. $2, l 39,000 is a loan. They have the authority to 

bond, but they didn't use it. The bonding authority expires after 2 years. 

Continued discussion of student loan trust fund and SB 2232, this bill is in Senate Approps. 

' ' 
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, ., • · 1. \·:,.,:,,:,' 1 .. 1 ,~,r\1 ·•.,d,•;.t\,~,,~:'../1l 1~·,.;, ~ ,.1·; ( ,<t)•\f1.J~\1 j I ti:_ !~f, 'tii.!lJ!./~lI' 

' ', •· 'l·'•'1',"rl••, :· (,'L,~,,{i~.,y~~i-,.~', 

r 

Tht •lor•••o , ..... on thf• ffl• 1r1 1CCYr1te repr-.tf ON of re ... ordl delfvtred to Modern lnfo,...tfon IYtt .. for Mlcrof tlalt11 end 
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2003 HOUSE ST ANDINO COMMITTEE MINUTES 

Bll.LJRESOLUTION NO, HD 1015 

House Appropriadons Committee 
Government Operations Division 

Cl Conference Committee 

Hearing Date February 1 o. 2003 

T Number Side A SideB 
1 X 

Committee Clerk Si 

Minutes: COMMl'ITEE WORK 

Meter# 

Q Rep. Skarphol Indicated he ls awaiting the action on HB 1385 to adjust the petroleum 

engineering department in the Land Dept. Budget, 

0MB shared the outline of the letter from received from the Bank of North Dakota regarding 

their vacancies. 

REP. GLASSHEIM MOVED TO PASS AMENDMENT 38015.0101+ SECOND BY REP. 

WARNER. Discussion was held regarding the MflJ & Elevator profits. and the transfers made 

at the end of the biennium. THE ROLL CALL VOTE WAS TAKEN Wltff 8 YEAH, 0 

NAYS, AND REP. KOPPELMAN ABSENT AND NOT VOTING. MOTION CARRI~. 

Rep. Kroeber noted he would like to see a vote on the employee amendment in full committee. 
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Pagc2 
Government Operations Division 
Bill/Resolution Number HBl0IS 
Hearing Date February 10, 2003 

REP. THORESON MOTION TO PASS HB 1015 AS AMENDED, SECOND BY REP. 

SKARPHOL.. HEARING NO DISCUSSION, CHAIRMAN CARLISLE CALLED FOR 

THE VOTE, 8 YEAH, 0 NAYS_ REP. KOPPELMAN ABSENT AND NOT VOTING. 

The bill will be canicd by Rep. Thoreson, 

'the •te,_..,.,o , .... on thf • fit• art accur1tt reprocti.tf• tf r~ordl •uwred to Nodtl't'I lnfora1tton Cytt• for •fcroftt11h1t -, 
... ,.. fftllld fn tht .. ...,l,r COUl"lt of buafntH, Th• p,e>totra,,hf c pt'OCHI Mfftt 1tanderd8 of th• AMtrlCll'I Nattcwit ltendlrdl lnetfwtt 
(AN.I) for 1rchtv1l Mloroffllll, NOTIC:SI If th• fflflltd fMttt lboYf ,. lfft ltc,tbl• than thf• Notfc1, ft ft due to th• quelftv Of tht , ..._t lltf"' IHNd, ~ 
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2003 HOUSE STANDING COMMrrrEB MINUTES 

BllJJRESOLUTION NO. HB 1015 

House Appropriations Committee 

CJ Conference Committee 

Hearing Date 02-14-03 
... 

TaoeNumber Side A SideB 
l X 
2 X 

Committee Clerk Sismature fp1~.~ 'I ./U,d'~. ~ 
•. -

Minutes: 

Cbalrman SvecQan Opened HB 1015 for discussion, 

Meter# 
19.4 .. end of tape . 
o.~s.o 

Rep. Thoreson There are 15 million of general fund doJlars in the budget. I move amendment 

38015.0101 to HB 1015. 2nd by Rep. CMrllsle 

Rep. Monson With borrowing they were also paying of debts early, but that kept their cash low. 

Rep. Skarphol Rep. Monson is right. 

Rep. Carlisle So, 16 old mills have closed nationwide 

Chairman Stedjan The mill would Jike this more than the way it was? 

Rep. Skarphol I didn't get a read on this. 

Rep. Wamer There are two types of debt. Capital debt is in fixed operation schedules and the 

amendment won't affect the bottom line. 

Chairman Svedjan The borrowing done was through operating debt. 

Rep. Delzer What happens to the general fund? 

-·------------------- .. 
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House Appropriations Committee 
Bill/Resolution Number HB 1 o 15 
Hearing Date 02 .. 14-03 

Rep. Carlisle It wm remain unchanged after the transfer. 

Rep. Delzer What does this do to the numbers in the Oovemor's budget? 

Rep. Carlisle The numbers match. 

Rep. Glasshelm It's like any other projection, It's not certain. 

Modon Carries. 

Rep. CarUsle I move to adopt amendment number 38015.0102 to HD 1015. 2nd. Motion 

Carnes. 

Rep. Kempentch What is the emergency clause doing on there? 

Thrun It has to do with the Ag. Pace funds. 

Rep. Skarphol ff we pass HB 138S we may need to add an Fl'E to this bill. 

~ Chairman Svedjan The adjustment can be made in the 2nd half. 
··-.._,1 

Rep. Thoreson I move a Do l»ass As Amended. 2nd. 

Rep. Delzer S~tion 11 is the total bond payment for general obligation bonds and its also in the 

other budgets! rd like an explanation of section 13. 

Karlene Fine, Industrial Commission 24 million dollars are from other sources, the remainder 

is from the general fund. 

Rep. Wald What is the mill insurance coverage? 

Flne Unless they waive the coinsurance penalty~ they wiU collect $,25 on the dollar. 

Rep. Titmn They can~t find reinsurers, no one wants to insure milling elevators. 

Kep. Wald That's scary! 

Rep. Skarphol They haven't had substantial claims. Only $665,000 since 1993. 

Motton Carries 23-0-0. Rep. Thoreson wm carry this bUI to the noor. 
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38015.0101 
Title. 

Prepared by the Leglalatlve Council staff for 
Representative Glasshelm 

February 5, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO, 1015 

Page ◄. line 9, after the period Insert "The cumulative transfers during the 2003-05 biennium 
may not exceed the mlH and elevator association's estimated net Income for the 
2003-05 biennium as projected by the Industrial commission." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Dept. 475 • MIii and Elevator 

HOUSE .. Thie amendment lfmlts the 2003-05 bfennlu111 transfer of funds from the MIii and 
Elevator to the general fund to the 2003-06 estimated net Income of the MIii and Elevator as 
projected by the lndustriaJ Commission. 

Page No. 1 38015,0101 
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Date:02 .. 10-03 
Roll Call Vote#: 2 

2003 HOUSE STANDING COMMI1TEE ROLL CALL VOTES 
BILIJRESOLUTION NO. HB 101! 

House Appropriations: Government Operations Division 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken DO PASS AS AMENDED 

Motion Made By Rep. Thoreson __ Seconded By Rep.Skarphol 

Reoreaentatlves Yes No Reo.-esentatlves 
Chainnan Carlisle X 
Vice Chairman Carlson X 
Ren. Koppelman 
Ren. Skarphol X 
Re1>. Thoreson X 
Rep. Timm X 
R.eo. Olassheim X 
Reo. Kroeber X 
Rer,. Warner X 

·- Committee 

38015.0101 

Yes No 

Total (Yes) _________ 8_ No _____________ o_ 

Absent l 

Floor Assignment Rep. Thoreson 

If the vote is on an amendment, briefly indicate intent: 
See attached amendment 
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~ :38016.0102 
Tide, 
Ffecal No. 1 

Prepared by the Legl&latfve Council staff tor 
House Appropriations - Govemment 
Operations 

February 10, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO, 1015 

Page 1. fine 14, 116,332,7.14" with "6,284,04t' 

Page 1, lfne 1 s,· replace 1144,449,695" with "44,380,928" 

· Page 1, fine 20, replace "37,302.824" with 1137,296.49" 

Page 1, fine 21, replace •1.14e,n1• with "7,084,439 .. 

Page 2, line 1, replace "16,722,966" wfth "16.548,603" 

Paa,, 2, llne 5, replace •30,419,986" with "30,243,603" 

Page 2, Hne 21, replace "3,978,792" with •a,934,267• 

Page 2, llne 25, replace "33, 680,732" with "33,618,20T 

Page 2, line 28. replace "15,221.771" with •15,159,439• 

Page 2, llne 27, replace 11131,401,804" with •131, 176,~1" 

Page 2, llne 28, replace "146,823,575• with •148,336,020• 

Renumber accordfngfy 

STATEMENT OF PURPOSE OF AMENDMENT:· 
' 

Hou. BHI No. 1015 .. summery of Hou• Action 
EXECUTIVE oKs HOUSE 

BUDGET VERSION 

lndualrW ~ 
T*•Uundl M4,"'8,lll5 :& ...... ., .. 
1-a ~ lnoomt . 31 •• B:H Genett!Mld "· Bl,lk(lf~Dlkota 

$38,318,903 ToNlllllflMidl $31,-iM,tee <,a::; LM,s1 :*ed~ 1:3-Jl:8 1:fflll OenltillUld 

~Cltal~Aoency $33,880,732 im; $33,818,207 
LIN.cln.-:tlncan'lt 33,eeo,zu 33,818., 
GeneffllftN 

MIit Md EtMta, 
so $30,018,282 TOlallllhrldt $30,018,282 

LMt~mome 30.018,,s 39,01011 
Get'letllft#Mf $0 

BIii Total 
$148,338,020 Totalall,.._ $148,823,$76 (iiiml I.tu tttknlNd Income m:aal:991 131,1;,sa1 

Genetalf\Md 115,1 ,439 

House BIii No.1015 - lnduatrlal Commission .. House Action 

SalariH and WIOff 

EXECUTIVE 
BUDGET 

$6,332,714 

HOUSE 
CHANGES 

($88,887) 

Page No. 1 

HOUSE 
VERSION 

$8,264,047 

38015.0102 

TM •fcrotrlllhfo , .... on thft fll• •re 1ecur1tt r~OIUtfft of rteor• •uverld to Nodtrn lnforMltfon lylttN for •fcrofHllfn, tnd 
wtrt ftl•cl fn th·• r,oul1r eourae of butfnNt, Th• phoi•~z, ~ilflfc procfft 111ttt1 ,t.,.rda of tho Mtrf can Nttf onat ltandll'dl trwtltut• 
(ANII) for archfVll Mfcrofftm. NOTICl!I If tht ffl~llllld .... ~,.Ifft lttfblt than thfl Notfc1, ft •• dul to ttt. quetttv of the .- ... , .. ,,...... ~ 
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Tcail .. flrldl 

ltN ..... Mtd'IICOffll 

GIMt'llfund 

FTE 

27,111MO 
.!Sia 

.... ,732 

B,IIIJJI .., 

27,181,NO 
,1gg.gQg 

(W,625) ... ,11,#07 

tAlltl H,111,207 

to '° 
0,00 

Dept. ◄73 • Hou1fng Finance Agencv • Detlll of Houae ChlnGN 

a..ricsllld~ ·~----HFA c.GflllngencfN 

ToW .. ._. 

Lw..-n1a1d'IICOMI 

O.•tund 

RE~P TOTAL 

tHO'=-• .. 
('42,52!) ($42,525) 

FTE o.oo o.oa 
'-6 ... .-.,....,.. • ..-. I,\~ andftlllnl th.~ ... pa)'ll'll'lt tot tlhll__...,.,.....,_OotilfflO(s,.._,,..;Won..,._ _, .... ....,,_a,,..,._, 

Page No. 3 38015.0102 
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38015.0103 
Tfde.0200 
Fiscal No. 3 

\f ~; 
Prepared by the Leglslutlve Councll staff for ' ) -:1 
House Appropriations }lL't l).-, 

February 14, 2003 ~ 1-a 

,tr-1~ 
HOUSE 'AMENDMENTS TO HOUSE BILL NO. 1015 APP 2-19-0~ 

Page 1, fine 14, replace .. 6,3321714" with 1161264,047" 

Page 1, line 19, replace •44,449,59511 with .. 44,380,928" 

Page 1, line 20, replace "37,302,824" with "37.298,489" 

Page 1, fine 21, replace .. 7, 146, 7l1" with "7,084.439" 

HOUSE AMENPMENTS TO HB 1015 

Page 2, line 1, replace 1116,722,966111Nlth "16,546,60311 

Page 2, line 5, replace "30,419,966 .. with "30,243.603" 

Page 2, Hne 21, replace "3,978,79211 with 113,934,267" 

Page 2, llne 25, replace .. 33, 660,73211 with "33,618,207tf 

. Page 2, line 26, replace "15,221 1771 11 with 11 15, 159,439" 

Page 2, line 27, replace .. 131,401,804 .. with "131,176,581 11 

Page 2, fine 28, replace "148,623,57611 with .. 146,336,020" 

APP 2-19-03 

HOUSE AMENDMENTS TO HB 1015 hPP 2-19-03 
Page 4, line 9, after the pe:1(1tl insert tt"fhe cumulative transfers during the 2003-05 biennium 

may not exceed the · r Ill and elevator association's estimated net Income for the 
2003-05 biennium as projected by the Industrial commlsslon. 11 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House 8111 No. 1015 .. summary of House Action 
EXECUTIVE HOUSE HOUSE 

BUDGET CHANGES VERSION 

lndualrill Oommllalon 
Totallllfllndt $4,4,'4<49,595 (*li:Uil $44,380,928 
IMtfftim6hM:llncon'° 17,n2.e21 83 3~,296·ff8 Gentntl fund 1, e.n ($ ' • ,0&4, 

Bank of Nonh Dakota 
Total all klndll $38,-49-4,9$8 $38,318,803 
LeufftlmiMedtncome 1 .. ~9·ns 30,241'1 Gtnot'alfund ,o 5,0 $8.o?' 

Houtioo Finance AQ6n<.Y 
$~3,818,207 TOlallllfondi $33,660,732 (~:~:;ii~ L ... ettlmaltd Income 33.680,718 33,818.20~ GtMraltund $ 

MIii and l:iltwator 
T0jjl AM fundl $30,018,282 $0 $30,018.282 
LHtettlmattdlncomt 30.018., 30.018,,~ General fund $0 

BlM Total 
Totatalllundl $1-48,623,575 'i:I $1 "'6,338,020 
L ... t1tl1Mted Income ,fA:iif :ffl i,~:tH:Jto General fund 

Page No, 1 38015,0103 
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HOUSE AMENDMENTS TO HB 1015 
House BIii No.1015 • Industrial Commission .. House Action 

EXECUTIVE HOUSE HOUSE 
BUDGET CHANGES 1/ERSION 

SalatlnandW"'4HI $6,332,714 ($88,667) $8,26-4,0,47 
~-ling~ 1,947,691 1,947,591 =-- 88,300 88,300 

18,270,000 18,270.000 
Bond ptymenlt Ji.~- 11~.m 
Total .. fundl W,.«9,595 ($88,887) $4,4,380,928 

L• llhttd Income ~z.001.a2• t§.m} ~7.296."89 

Genet'al l\lnd s1,1..e,n1 ($62,332) $7,084,439 

FTE 68,37 0,00 68.37 

Dept. 405 • Industrial Comml•lon .. Detall of House Changes 

Salaries and W110M ==--Grantl 
Bond paymlinta 

TOlal ■•fundl 

Leu~~ 

o.netal fund 

AEMOVI:$ 
RECOMMENDED 

SM.AAV 
INOAEASE 1 

($68,807) 

($68,687) 

LW§} 

($62,332) 

rorAL 
HOUSE 

CHANGES 

($&8,887) 

($68,887) 

tW§1 

1$82,332) 

FTE 0.00 0,00 

APP 

1 Thie amendrnenl Nlln(MN itw, GoYemor'• recommendation b statii employet ulaly ~ and rttalna lhe recommended ltate payment fat 
hellthln~~ffll. 

House BIii No. 1018 • Bank of North Dakota .. House Action 
EXECUTIVE: HOUSE HOUSE 

BUDGET CHANGES VERSION 

Salarln and Wagel $16,722,968 ($178,383) $18,648,803 
Oplltltlng -~ 11,372,000 11,372,000 
Cipkllass.eta 825,000 825,000 =~ 1,500,000 1,500,000 

5,100,000 5,700,000 
AQl'ictlltUte PAO t: fl.Ind 1,425,000 i,,425,000 
Beglnnlngfanne, ~ ~ 

Total d fundt $38,o41M,968 ($178.36.1) $38,318,603 

'L ... tSllmated~ 301•419.96§ (178.363) '101243~~ 

Gene<tlfund $8,075,000 $0 $8,076,000 

FTE 176.150 0.00 178.SO 

Dept. 471 .. Bank of North Dakota .. Detail of House Changes 

Salarlef and Wage& 
Qi>eratlno ~ ... 
OlpffllMMCt ~
Agricultllt't PAOE fund 
BiQlnnlno farmer 

lotal INtundl 

Leu eaijmattd ll'IOOn'le 

Gtntral fund 

FTE 

REMOVES 
RECOMMENOE:D 

SAlARV 
INORl:ASE 1 

($176,363) 

($178,363) 

(17U63) 
$0 

o.no 

TOTAL 
HOUSE 

CHANGES 

($178.383) 

($178,:\63) 

(176.363) 

$0 

0.00 

t Thia iamendment rtmOYtt lhe Gover"°''' recornmendat4on: ir •tatt employee salary lnotMSet and retall'la lhe r&COl't"lmended atate payment IOI' 
htefth lntUl'MC'A premiums, 
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HOUSE AMENDMENTS TO HB 1015 APP 2--19-0:? ~ 
Hou• BIii No. 1015 .. Housing Finance Agency .. House Action 

E)(EOfillVE euoo r atwlo,s HOOSE 
VERSION 

, 8alaries and WIQN $3,978,192 ($42,526) $3,934,287 ffl:~lllpfnUI 2,416,660 'i!,4115,580 
27,188,380 2,,a 

HFA contk,oencles ~ -·-
Total al funda $33.660,73?. ($42,525) $33,618,207 

Leu eatlmaled ll'IComl 3.1,6§0,732 ~ 33,818.207'. 

Gtnenllfund $0 $0 $0 

FTE 43,00 0.00 43.00 

Dept, 473 .. Houalng Flnanc• Agency .. Detall of Hou• Changes 
Al:MOVl:S 

RECOMMENDED TOTAL 
SALA.RV HOUSE 

INCREASE f OHANGES 

SallrietlfldwagM 
g:~~ ($42,525) ($42.525) 

Hf'AcondllQll10les --
TOlllal#undl ($42,525) ($42,620) 

l-NllmMld~ ~ ~ 
o.netll fund $0 so 
FTE o.oo o.oo 
1 Thia --ldment ~ the Gowmof'• ~tlan lo( .tale enlplo~ ulaty lnc:teaaes and relalni the l'9COmmended llatt payment fo( 

hMlth lnltlt'inCe~ 

House BIii No. 1015 .. MIii and Elevator - House ~otlon 

This amendment flmlts the 2003-05 biennium transfer of funds from the MIii and Elevator to tho 
general fund to the 2003w05 estimated net Income of the MIii and Elevator as projected by the 
lndustrlal Commlssfon. 

Page No. 3 38015.0103 
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38016.0107 
Titfe.0200 
Flacal No, 1 

Prepared by the Leglslatlve Council staff for~ f'.--,/ ,~ I 
Representative Delzer ~ r1 1 

February 13, 2003 
1 
,6 ,._ 

,lJOUBI , AMENDMENTS TO HOUSE BILL NO. 1016 Approp. 2-17-03 

Page 1, line 2, remove "to authorize a request for a supplemental appropriation from the" 

Page 1, line 3, remove "fifty-ninth leglslative assembly:" 

Page 1, line 11, replace •21 ,832,548" with 1120,481,983" 

Page 1, line 12, replace 1171, 185,029" with "66,836,583" 

Page 1, line 13, replace 119,615,306" with "9,651,218" 

Page 1, line 14, replace 1111,47~" with "11,602.021" 

Page 1, fine 15, replace "113,909,377" with "108,551,80511 

Page 1, llne 16, replace "30,992,766• with "30.135,1~" 

Page 1, line 17, replace "82,916,611" with "78,416,611" 

IIOIJD AJIDliliDl'S TO D 1016 
Page 2, remove lines 4 througl 1 12 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Approp. 2-17-03 

Hou .. BIii No, 1018 - Department of Corrections and Rehabllltatlon .. House Action 
EXECUTIVE HOU8E HOUSE 

BUDGET CHANGES VERSION 

Field s.rvlotl DiYWon $21,632,5-48 ($1,170,5651 $20,481,983 
Pri.on.DlvWon 11,185,029 (-4,348,448 86,83R,583 
Juvritoon~Mlvtoie 9,816,306 35,912 9,851.218 
Vouth CcrrfCtional Oeflttt 111'42§~ m.m 111802..02j 

To&tlllfundl $113,909,377 (ts,357,572) $108,661,805 

lMI ..im.ct lnoomt 30.992J86 (tSMW il!M&i~ 
Gtnlftlfuttd $82,918,811 ($-4,600,000) $78,-418,811 

,FTE 717,18 (76,00) 8'1.18 

Dept. &:JO ., Deplrtment of Cortectlon• and Rehabllttltlon • Detall of HouM Chanc,et 
REMOVES 
FUNDING 
ANOFTE ADOS FUNDING 

Rl:MOVES RESTORES POSITIONS FOR FOR OONl'RAOT 
RECOMMENDED PAVPl.AN PAC>ftOSSO HOU!>ING FOR REMOVES 

SALAAV ~=· WOMEN'S WOMEN NeWFTE 
INOREAOei PRISON3 INMATE84 POSITIONS5 

Fleld8eMoNDfv181on $221,281 ($180,~ 
PrilonlOMlfon 1.1HM77 ($7,580,57,4) $8,&42,320 (864.903 
Juwnllt OOl'llnllnl!V Ml'Ylce& ee,4&4 
Youth Ootftcllonal Centel' 11.tm 
Totallll!Nnde ($625,775) ft,819,717 ($1.&eo,574) $8,842,320 ($845,659) 

lM&~lncoml WMn 1144.DQal 1i243.12z (766,2711) 
Genel'alfund ('614,358) .1,818.717 (tl,29&,971) $5,3N,593 ($80,378) 

FTE, 0,00 0,00 (85.00) 0,00 (11,00) 

REDUCES 
GENERAL 

FUND 
FUNOING$ 

<•1.12e,483l 
(3,708,142 

(t,4,as.t,805) 

($4,834,805) 

0,00 
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Fletds.vicNONWor't =~IIMOM VoulhCon'dolwlfCetltU 

ToW .. fllnda 

!Ma~lnoomt 

•O..fl.lnd 

FTE 

IIJUII ~ !O 
A006 

FUNDfNOFOR 
HEPAl'ITIS A 

ANDB 
VACCINES 

t2SO,OOO 

$250,000 

$2GCl,OOO 

o.oo 

($5,357,572) 

(1§7.§72} 

($4,500,000) 

(7e.cl0) 

D 1016 Approp. 2-17-03 

1 Thia amendmlllt ~ Hte GcMln'lof'• ~for .... ~ Ml#)' lna'MMl lind retaltll lhe ~ tta• ptyffllfrt fol' 
hNltl ~ PNMkf,ne, 

2 ThM ~I N1ot1,a the Gowmor'1 ~ ht underluncM the department'• gen«,& fund pay plan by 3 ~t. 

3 ~--.,.,,. l'tmOWII tM fl.lndlnoanct esrn ~ forlhe C3cMn\G(• ~fora wonwn'• prtton at lht Stale HolplW LaHalJO 
Bulklno, 

"' Thll lfflll'ld'nlnt addl f\lndlno ti> contrtd to~ d women lr'lrnlllt fol' the 2003-05 bMnl'lklm. 

I Thll.,,_~~ 11 MW FTE poeltiorllMfolowt: 

FWd SINloM OMllon: ~c:=:Md ~ Cifbl' 11 potlionl 

=:r-m~'f.W~~c.,w 
t.wFTE ~ ,.mllnlr-. In f1t ~n: 

23FTE~for.,.,_Rhftl'Oof1donllC..PhMtll 
2 FTE ~ for lhlt MUllffltflt.,. 1FTE,-.n~-. 

I Thll ~ rtd&at ltlt _,....i Nnd #MUnl fol'flt Fi.Id SINtClf, DIYWon and lhlt Prilont DMalon. 

Thia amendment also removes Section 4 of the bill, relating to supplemental general fund 
appropriation request for salaries and wages. 

PageNo. 2 38016.0107 
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REPORT OF STANDING COMMITTEE (410) 
February 19, 2003 8:18 1.m. 

Module No: HR•32•3214 
Carrier: Thoreaon 

lnNrt LC: 38015.0103 Title: .0200 

REPORT OF STANDING COMMITTEE 
HB 1015: Appropriation, Committee (Rep. SvedJan, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(23 YEAS. 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1015 was placed on the 
Sixth order on the calendar. 

Page 1, llne 14, replace "6,332,714" with "6,264,047" 

Page 1, line 19, replace "44,449,595" with "44,380,928" 

Page 1, line 20, replace "37,302.824" with •37,298,48911 

Page 1, line 21, replace "7,146,771" with "7,084,43911 

Page 2, line 1, replace "16,722,966" with 1116,546,603" 

Page 2, line 5, replace 1130,419,966" with "30,243,603" 

Page 2, Hne 21, replace 113,976,792• with 113,934,267 .. 

Page 2, line 26, replace •33, 660,732" with 1133,618,20711 

Page 2, line 28, replace "15,221,771" with "15, 159,43911 

Page 2, llne 27, replace "131 .401 ,804" with 11131 11761581" 

Page 2, line 28, replace "146,623,575" with "146,336,02011 

Page 4, tine 9, attar the period Insert "The cumulative transfers during the 2003-05 biennium 
may n"t exceed the mlll and elevator association's estimated net Income for the 
2003-05 biennium as projected by the industrial commission." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No.1015 .. summary ot House Action 

EXECUTIVE HOUSE HOUSE 
BUDGET OHANGl:!S VERSION 

lnduttrial Commltilon 
Tocal all funde $44,449,695 <:a:u;I $44,380,928 
Ltu eetlmated Income i~:fii:Hf & 35 r·m·m General fund ( I 7, .\ 

Bank of Nonh Dakota 
Totallllfunde $38,49-4,968 <,1~:,1 $38,318,803 
L ... Mtlrnaled Income so1e,gag U·21'ffl Genet'al for,d 18,o S, 107 I 

Houal~ Finance~ 
$33,860,732 (r2:62d~ $33,818,207 TOIIJaUfundi 

Leu etllmated Income :tJ,880.]32 .. 26 33.818,~ 
General fui,d $0 

MIii and Elevator 
Totalallfunda $30,018,282 $0 $30,018,282 
L ... tstlmalfd lnoc>n'le 30.018,if§ 30.018.2f5 
GenMalfUl'ld $0 

BIii Total 
$t-4a,338,020 i otal llf fonds $1~.623,67fi (IHii Lit& estimated Income if~:it:ffl ff~:Ut.ffl Gtntralfond I 2 

(2) oest<, (3) COMM Page No. 1 HR•32·3214 
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REPORT OF STANDING COMMITTEE (410) 
February 19, 2003 8:18 a.m. Module No: HR-32-3214 

Carrier: Thoreson 
lnaert LC: 38015.0103 Title: .0200 

House em No.1015 • lndu•trlal Comml11lon. Hou .. Action 

exeour1ve 
BUDGET 

BlllriffandwllQM $6,332,714 =:- 1.941i691 
68,300 o,..,ta 18,270,000 

Bond~ li,~Q,l&a 
Toc.llN~ $44,4<t9,1195 

lMa Mtlmated lncolTlt ~~ 
General fUnd $7,t-4a,m 

FTE 58,37 

HOUSE 
CHANGES 

($68,887) 

($88,687) 

twm 
($82,332) 

0,00 

HOUSE 
VERSION 

$6,2&4,0-47 
1,947,1191 

68,300 
1$,270,000 
19.830,990 

$44,380,928 

37.2ff,489 
$7,0M,499 

68.37 

Dept, 405 " lnduatrtal Commission .. Detail of Hou1e Chana•• 

SalarltlllldMDN =-:.:rn-
G,MII 
Bond~ 

Totaltlll~ 

IMt ~ lnccltM 

Genni fund 

rn 

REMOVES 
RECOMMENOeo 

SALAAV 
INC'JREASE 1 

($68,887) 

($88,887) 

~ 
($82,332) 

o.oo 

TOTAL 
HOUSE 

CHANGES 

($68,887) 

($88,667) 

.(W§l 

($62,332) 

0.00 

1 J!l!t_~t ftfl'IOYOt the Go'lem«'• ~kH'I tor slate employee aala,y ~ and rtlaln8 the recommended at.ate payment to, ,_, lnsoo.,ct p,emlumt, 

Houae BIii No.1016 .. Bank of Nor1h Dakota• House Action 

8al#letandwagee ~no••Qjlpltal ... 

~ 
~lturt PAO~ fund 
BiglMlngfarmer 

Tot.iallfundt 

L ... ettNed Income 

GeMtal lund 

FTF. 

ElXECUTIVE 
BUDGET 

$16,722,968 
11,31~.ooo 

825,000 
1,600,000 
5,700,000 
1,426,000 
~ 

$38,494,966 

3Q.41U86 

$8,076,000 

178,50 

HOUSE 
CHANGES 
($178,383) 

($176.~) 

C1ZB.3Yl 
$0 

0,00 

HOUSE 
VERSION 

$18,648,603 
11,372,000 

825,000 
1,600,000 
5,700,000 
1,425,000 
~ 

$38,318,603 

30.2-4M03 
$8,075,000 

178.60 

Dept. 471 .. Bank of North Dakota .. Detall of House Changea 

SalanttandWIQ8t 
(2) 0£81<1 (3) COMM 

REMOVES 
Rl:OOMMENDED 

SALARY 
INOAEASE 1 

($176,363) 

TOTAL 
HOUSE 

CHANGES 
(S178,383) 
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REPORT OF STANDING COMMITTEE (410) 
February 11. 2003 8:18 1.m. 

~ llq)lnlel 

~ 
AQric)tlltwe PACI: fund 
Beginning fannet 

Totalallfundll ($178,3$3) ($176,36.1) 

L ... lltk'nlkld Income (178.3631 tm.Mru. 
Genni fund $0 $0 

FTE 0,00 0.00 

Module No: HR,32•3214 
Carrier: Thoreeon 

ln1trt LC: 38015.0103 Title: .0200 

1 Thi. lfM:'ldnWlt ,emo,.,,.. the GoY8f'nort recommendation for ai.te employee aa;.,,v lneteasef.l and retalna the recommended atate payrMnt fot 
health lnau,ance pl'lfflloma, 

Houae BIii No. 1015 • Houllna Finance Agency .. House Action 

EXEOUTII/E HOUSE HOUSE 
BUDGET CHANGES VERSION 

s.wtelandWtgN $3,&78,792 ($42,526) $3,934,287 
~llq)IMell 2,◄ 16,580 2,◄16,680 

27,188,380 27,188,380 
HFAoontfngirldN ~ ~ 

Total d fundll $33,860,732 ($42,526) $33,6t8,207 

leM ~ Income E,ef0,7# ~ E1lll1207 

Gtntflltund $0 $0 $0 

FTE 43.00 ().00 43,00 

Dept. 473 • Houelno Finance Agency .. Detalf of Houae Change, 

8alariet and W8QM 
~ tlq)lfitei 
Gr#llt 
HFAcontlngtncles 

Total all funds 

Leu estimated lncom.

Gtneral fund 

FTE 

REMOVES 
REcotAMENDEO 

SM.ARV 
INCREASE 1 

($42,526) 

($42,526) 

(-42.625) 

$0 

0,00 

TOTAL 
HOUSE 

CHANGES 

($42,525) 

($42,526) 

(◄2,526) 

$0 

0,00 

1 Thia lfMndrnent rtmOVtS the Governor'• recommendation fol' elate employee aalary lneteases and retains 1he recommended atate payn,ent fot 
health lnwrance p,tmlum.. 

Hou• BIii No.1015 • MIii and Elevator• House Action 

This amendment limits the 2003 .. 05 biennium transfer of funds from the MIii and Elevator to the 
general fund to the 2003 .. 05 estimated net Income of the MIii and Elevator as projected by the 
Industrial Commission. 

(2) OESt<, (3) COMM Page No, 3 HA•32·3214 
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2003 SBNATE STANDING COMMmEB MINUTES 

BILURESOLUTION NO. HD 10 l S 

Senate Appropriations Committee 

□ Conference Committee 

Hearing Date 3--7-03. 3-11-03 

Ta Number Side A SideB 
1 X 

Committee Clerk Si •1ature ~ 

Meter# 
1629- 5529 

Minvtes: CHAIRMAN HOLMBERG opened the hearing to HB 2015. Attendance roll was 

called. a quorum was established. A bill relating to provide an appropriation for defraying the 

expenses of the state industrial commission and the agencies under the management of the 

industrial commission; to provide a continuing appropriation; to provide an exemption; to 

authorize transfers; to declare an ernergeucy. 

(Meter 150) KARLENE FINE. Executive Director and Secretary of the Industrial Commission 

Administration Office testified on HB 1015 on regard to the building authority. See written 

testimony Exhibit 1. She focused her testimony on Subdivision 1 or budget 405 and this includes 

the appropriations for the administrative office of Oil and Oas Division, Geological Survey, the 

Lignite Research Developing Marketing Program and the Lease payments for the building 

authority. She pointed out the Exhibits in her testimony. 

(Meter 211) CHAIRMAN HOLMBERG announced the subcommittee of SENATORS 

SCHOBINGER. KRINOS'rAD, AND LINDAAS. 
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, Page 2 
Senate Appropriations Committee 
Bill/Resolution Number HD 1015 

!~ 

Hearing Date 3-7-03.3-11 .. 03 

(Meter 583) SENATOR ORINDBERO asked is any value of attaching stud; resolution to this 

bill to talce a look at the debt service sales tax limitations? KARLENE FINE stated il has been a 

number of years since that has been looked at. When it began, it was at a 12% Hmitation and it 

was gradually decreased down to 10% and has remained at that level for three biennium, The 

legislature feels they want to set is the Hmitation. We are one of the lowest debt states compare to 

other states. 

(Meter 676) VANCE TAYLOR, General Manager of the ND State Mill testlfied on HB 1 O 15. 

See his written testimony Exhibit 2. 

(Meter 1348) CHAIRMAN HOLMBERG stated that from the standpoint of the Mill, having that 

provision in the statue that you don't have to borrow money to pay what the state has state you 

0 
are going to have to pay. How much debt end of this biennium to reach 6 million dollars that the 

general funds anticipates and how do you repay? VANCE TAYLOR stated that the debt is 

reduced going forward using their profits. what is left over after the transfer of the general fund. 

Looking at in on a biennium by biennium basis. Going into the expansion and renovation 

projects the Mill had around 1 O million dollars in cash. the total amount of the projects was 19.5 

so that put them at a level of bottowing 10 million dollars, about half of the amount of the 

project. The payment to general funds at the end of this hiennium, the borrowing will be 

somewhere about 15, 16 , 17 million dollar range. Depending on the price of grain. (Mete, 1487) 

CHAIRMAN HOLMBERG asked to meet the 6 million doJlar requirement this biennium, do you 

have profits of 6 milJion dollars or what is the difference? VANCE TAYLOR stated the total 

profits for the biennium is estimated at 4.5 million dollar and the transfer to the general funds 

•.:) 
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, Page 3 
Senate Appropriations Committee 
Bill/Resolution Number HD 1015 
Hearing Date 3-7-03, 3-11-03 

will be 6 mUlion doUars so the difference wm be 1.5 million. That is what is being borrowed and 

paid back. 

(Meter 1546) SENATOR SCHOBINGER asked about Section 9, in the amendment that the 

House added. What is the industrial commission µrojecting for estimated income for the 03~05 

biennium for the Mill?'\' ANCE TAYLOR state:d they estimate 5 million dotlars profit for the 

biennium. (Meter 1583) SENATOR SCHODINOER then asked if that can be revised at any 

time? VANCE TAYLOR stated that due to marketing conditions and other factors, it l~ his 

understanding that it could be moved going forward and any revised estimate would come from 

the industrial commission. (Meter 1669) CHAIRMAN HOLMBERG stated would it not be fair 

to say that this is extremely different than other budgets and how they have been handled in the 

past? For example, we are towards the end of the biennium and we estimate that the Secretary of 

State will tum back a million dollars. and they only turns back $800,000 ~:tat is what the tum 

back. But the way the Mill and Elevator has been handled, if we are saying you are going to tum 

over to us 6 million and you can't get 6 million, you have to go out and borrow the money 

because we are having that entire 6 miJJion. Is that conect? V ANCB TAYLOR stated that in the 

past, that is correct. Whatever the amount was set at prior to the biennium, that would be their 

contribution. 

(Meter 1730) SENATOR BOWMAN stated he is looking at potential marketing areas and when 

you talk about areas that have mills that are clc,sing, the suppliers have to have products to fi)J 

their orders. Do you try to jump into those marketing areas with our products? With 5 mins 

closing, thr.at means that the suppliers of the product don't have the pt·oduct? VANCE TAYLOR 

stated that there has actually been 16 mills that have shut down in 2 1/z years and that is exuctly 
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what they do, Once they hear there is a mm closure, they try to Identify those customers and if 

they have open capacity, they try pick those customers up and add them to their list, 

(Meter 1842) SENATOR ANDRIST asked what they do with durum? Make semoHna7 

(Meter 1853) VANCE TAYLOR said they have a long Hst of various products with several 

different grades of semolina and manufacture a durum tlour that is poplar around the market. 

They have a lot of demand for a durum second clear product which is a by-pro duct of the 

semolina so altogether on the durum side there are 20 different grades of semolina and flour. 

The durum is not sold at the retail level. Most of the durum is packaged and filtered through 

distributorn to smaller pasta manufactures and organic durum ;products. 

(Meter 1952) SENATOR THANE asked if Dakota Maid Four is still a blend of barley flour and 

wheat flour? VANCE TAYLOR explained that no, it is 100% spring wheat flour. SENA TOR 

THANE asked if the new flour mill at Fairmount with new state of the art, do they compete with 

you or are they miHing specialty flours. Are you familiar with them and do they provide 

competition or do they provide a market that you don't provide? VANCE TAYLOR answered 

that they do compete with them in certain markets, they do mostly bulk rail cars out of that 

facHit; and some trucks. They don't do any packing at an. They are a competitor for large 

hakeries that take rail cars or bulk trucks, 

(}Aet.er 2190) SENATOR KRINOSTAD asked how many mills are in the USA? VANCE 

TAYLOR stated about 190 mi1ts left in the United States. 

(Meter 2235) SENATOR KRAUTEJt wanted clarification of what the House amendments did to 

the bill. Quoting what the first line of Section 9 says, shaU transfer to the general func1s the sum 

of 5 million° and the House amendment states "the acn.~mulative transfer may not exceed0 so he 
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then asked if they are forced to borrow the 5 million if they don•t have the ,1ifference? VANCE 

TAYLOR explained that equity budgeted amount of the transfer that would be higher than the 

profit. When you look at the total borrowing month by month. is effected by a lot of things. the 

high price of grain, causes the borrowing level to be higher, accounts receivable. 

I 

(Meter 2362) SENATOR KRAUTER asked under the current biennium did we make the transfer 

already from the State Mm general funds? VANCE TAYLOR stated no, that hasn't happened 

yet. SENATOR KRAUTER asked if we anticipate to meet that obligation of 6 million without 

borrowing? He felt that it should read in line S, Section 9, "the industrial commission shall 

transfer to the general to the state treasury up to the sum of S million" VANCE TAYLOR stated 

yes, it wil1 increase our borrowing level. 

j 
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(Meter 2566) CHAIRMAN HOLMBERG stated to have Legislative Council legal staff to look at 

the language to make sure it says what they want it to say. 

(Meter 2626) PAT FRICKE, Executive Director of the ND Housing Finance Agency testified on 

P'l 1015. See Exhibit 3. 

(Meter 3975) SENATOR MATHERN asked what does $50,000 do in Native American 

programs? It seems like such a small amount, what can you do in housing to have an impact with 

$50,000. PAT FRICKE replied the $50,000 is for administrative costs to that program to hiring 

one staff person. It is not being used for programing, construction or anything like that. USDA 

rural development committed larger amounts. The commitment is to provide salary and 

operating (traveling) expenses for a two year budget period. 

(Meter 4113) SENATOR AN DRIST asked to help hil11 understand if somebody wants to build a 

single home in Bowman, Crosby or wherever. how dots he plug into this program? PAT 

''"'.A••;·1,,ot,1'l,Wl~ii:1.-,1fi1;,.l) )WJ11 ~1, 11/, •) -t~i :,,~:\ i' ,J,,, .-.r., 11 , 
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FRICKE e, tated first time home buyer program wouJd work through their local bank or mortgage 

company. If they are building a home, they would likely obtain a construction loan from that 

lender. They would not have a part in construction loan itself. Typically that borrower would 

have obtained a Joan commitment for the permanent financing from that same borrower, then 

obtain a construction Joan that would be used for the material~, and btbor during the course of the 

construction. By the time the house is completed, the permit financing Joan would retire the 

construction loan, the lender would then see if that loan was eligible for their program, then they 

would purchase that loan from that lender. Three fourths of the loans are serviced by them so the 

borrower would make his payments to the agency. Those doJlars would pay the bond holders. 

(Meter 4320) VICE CHAIRMAN BOWMAN closed the hearing to HB 1015. 

(Meter 1364) KARLENE FINE, Executive Director and Secretary of the Industrial Commission 

Administration Office testified on HB 1015 on regard to the building authority. See written 

testimony Exhibit 1. She pointed out Exhibit C and Exhibit E in her testimony that she was 

replacing because of the new forecasts. She went over the new forecast numbers in the exhibits 

mentioned above. She also stated the new forecast dropped sales and vehicle sales taxes. 

(Meter 1961) SENATOR CHRISTMANN stated at looking at the bonds. why is that amount that 

we owe going up and down each biennium? Where do the payments come from? KARLENE 

FINE replied what changed this biennium, because of the lower bond rates. they were able to go 

in and refund three of the outstanding series. They captured about 2.2 mHHon dollars in savings 

and split that savings with 0MB. Some of the savings showed up in the 03-05 biennium and 
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some showed up in the 05-07 biennium. She explained that the legislature gives authority to 

bond during the next biennium but they don't get payment until subsequent biennium. So when 

approving the bonding, it is four years out. The department has been able to at different times, 

been able to capture some refunding opportunities that has been able to go in and lower their 

costs. (Meter 2141) SENATOR CHRISTMANN asked about specific examples and KARLENE 

FINE answered that an are within a general range. They set up a level debt service schedule and 

they have their individuals run the numbers for financing, they set it up so it is pretty level 

subsequent to the biennium. Sometime they pay in $5,000 increments and sometimes you will 

have smaller change. 

(Meter 2249) SENATOR CHRISTMANN asked if they could sell bonds and not make a 

n payment each biennium? KARLENE FINE answered yes, 

(Meter 2281) CHAIRMAN HOLMBERG asked if these would be at a reasonable rate? ''-......-,,· ' 

KARLENE stated all of the rates are at the highest is 551 for 2,000A because it is so recently 

issued, The commission has decided that they has to be a 2% savings before they would issue a 

refunding. She stated they could skip a biennium payment but must pay the interest to the bond 

holder, Those interest costs would be kept alive and would add to the overall cost of the bond 

issue and drive it up. She stated they do issue bonds and gave an example saying such as this 

August the first principle payment won •t be for three years but they will be paying interest and 

they capitalized those interest costs. And that increases the size of the bond issue and we do have 

to pay at least the interest to our bond holders. 

CHAIRMAN HOLMBERG closed the hearing to HB 101 S 
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(Meter 1635) KARLENE FINE introduced the Geological Survey written presentation Exhibit 4. 

ED MURPHY gave that presentation for John Bluemle. 

(Meter 2076) SENATOR ANDRIST asked if exploration relatively complete? ED MURPHY 

answered it is always an evolving process. But 20 years ago when the map was put together. they 

probably used three or four thousand drill holes. they used over 28,000. So if is a gigantic leads 

the map that was used before, Just shows big blobs across counties, and they came in and 

pinpointed areas. 

(Meter 2470) SENATOR LINDAAS stated referring to landslides on the map, are they natural 

occurring or is that something that happens as a result of man's intrusion? ED MURPHY 

explained that it is something that is naturally occurring. Many landslides are thousands of years 

old, and the problem is when you put an infrastructure on top of that, you can the percolation of 

water, pond water and reactivate these old slides. He spoke on fossil digs that have been popular. 

He went through the maps and touched base on pages 2-4 on John's testimony. 

(Meter 2939) KARLENE FINE stated that the length of employees range from 15 down to 5 

years of employment. 

(Metei· 2921) tape 2 side B 

SENATOR ANDRIST stated that the Industrial commission spent time assessing on alkali in the 

Stanley area. He stated at one time there was talk of some promise of potential use of that for 

emission use of power plant smoke stack, is there any more info on that? (Meter 3049) ED 

MURPHY stated that of right after that study was completed, the market historically has been so 

up and down on that potassium sulfate has high potential . 
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(Meter 3140) LYNN HELMS, Director of Oil and Oas Division of the ND Industrial 

Commission testified on HD 10 l 5. See written testimony Exhibit 8, 

(Meter 372S) SENATOR KRAUTER asked to recap the charts 7-14 and clarify the rigs drilling 

verses welts pumping charts. (Meter 3805) LYNN HELMS stated on page 17 is the rig count and 

page 18 is the wells producing, The state is running only 10 rigs in ND. The importance is that 

every drilling rig produces 47 direct jobs and about 100 indirect jobs in the community, The is 

about 3,300 active producing wells in the state of ND and every one of those creates about 1.1 

direct jobs through the service company, the pumpers and an the people that visit them, 

(Meter 3909) SENATOR KRAUTER asked if the prices of oil per barrel right now was 

comme~1ted at the forecast meeting that is a little over $30 a barrel and then the comment was 

made that this budget was based on $18 a barrel or $2 t a barrel. Is there a forecast revenue 

change? (Meter 3962) LYNN HELMS stated the current price of oil in ND is $32 per barrel. 

That contains a war premium for the expected conflict in Iraq of about $6 a barrel. There is also a 

premium built in there for about $4 or $5 a barrel for strike in Venezuela which has cut their 

production by two-thirds. With those two numbers off, the price is in the lower twenties. 

According to ~omony.com we should expect a oil price of the low $20 in the first part of the 

biennium dropping down to the upper teens ($18) in 2005. He recommends to use the average of 

$21 a barrel. He stated he can not predict how much damage the Iraq conflict will do to their 

industry or how quickly they will come back. 

(Meter 4119) SENATOR KRAUTER stated that he is trying to calculate the history of the price 

of oil per barrel. (Meter 4163) LYNN HELMS stated to go to page I 5, the dotted line is the 

history of daily oil produced and the price of ND crude oil, 
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(Meter 4220) SENATOR ROBINSON stated he realizes the impact of a 95% budgets on 

agencies, especially small agencies, He asked if he has encountered similar situation where you 

had to reduce your staff because of a 955 budget? (Meter 4292) LYNN HELMS stated he went 

through all the budgets prior to 1993 for his division and every year there was potential reduction 

in those budgets but every budget was able to restore those position, This biennium may be 

different because of the revenue situation, 

(Meter 4360) SENATOR BOWMAN asked if when this coal methane project talces off, will it 

cause a strain on his dei,artment~1 (Meter 4398) LYNN HELMS stated they are planning to 

implement coal methane pilot project next year, this fall. If that takes off, there is a potential of 

a.~ many as S,000 coal methane wells, That will require someone in the Bismarck office to do 

permitting and additional field assessor, It takes about 3 days to drill one of those wells, it's a 

very smt.U rig and they move very qui~kly, it is more like seismic. (Meter 4S08) SENATOR 

BOWMAN asked h1ow deep are these wells? LYNN HELMS stated they will vary from about 

300 feet to 700/800 but are less than 1,000 feet. 

(Meter 4550) JOHN DWYER, Chairman of the Lignite Research Council, Industrial 

Commission testified on HB 101S. See written testimony Exhibit 7. 

No further quest.ions were asked, 

CHAIRMAN HOLMBERG closed the hearing to HB 1015. 
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2003 SENA TE ST ANDINO COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1015 

Senate Appropriations Committee 

□ Conference Committee 

Hearing Date March I~ 2003 

Ta Number Side A SideB Meter# 
#1 X 3,727 .. end 
#1 X 0-4467 

Committee Clerk Si nature 

Minutes: 

Meeting was reconvened by Vice Chalnnan, Senator Grlndberg, with the Industrial 

Commission budget continuation from March 11, 2003. 

Erle Hardmeyer, President of Bank of North Dakota. (#3727) Written testimony is attached and 

marked as Exhibit #4 (following previous list of exhibits). Mr. Hardmeyer talked about the 

Bank of North Dakota operations. H~ ta1ked at length regarding the income numbers for the 

Bank of North Dakota. They ended the 2002 year with a profit of $32,2 million which is down 

about $900,000 but up about $80<).(>00 from what was budget~. Reason for decrease is 

shrinking margins in low•rate environment, which will affect 2003 with projected income only at 

$31 mil1ion, They ended 2002 with assets just under $2 biltion, capital at $149 million. He 

explained the ratio and the reasons for the change. (See written testimony) 
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Senator Grlndberg (#4204): He had questions regarding Jast weeks economy.com meeting and 

if 0MB had revised their tk'atlsfer. Mr. Hardmeyer repUed that yes, with the revised 0MB 

forecast, they are now looking at a $17 .S million transfer from the Bank, which would allow the 

Bank to recoup somewhere around $4 to $4,S million of Hability that would be transferred back 

into their equity accounts, so their equity would actua1ly increase from about $ l 49 million 

basica1Jy up to $1SS million. That puts the bank back around 7.3/4% for equity, He explained 

money that is transferred to the general fund is after a11 expenses have been paid. He stated that 

they did not get an appropriation, they pay to the general fund • 

Senat..>r Lindaas (#4431) He wanted to know if Mt. Hardmeyer had a running list of transfers 

from the Bank, historically. When did they begin, way back, he would be interested in looking at 

this historical record. Mr. Hardmeyer responded lhat yes the Bank has this infonnation. and 

they would provide that information to him. 

Senator Tallackson: What percentage, or what time, is some of this diverted to reserves? Do 

you take the pr.·~d;; .~r;d put into reserves? Mr. Hardmeyer asked if Senator Tallackson was 

talking about equ~ty 11!' loan loss reserves? Senator Tallackson stated he was talking about the 

$149. Mr. Hardmeyer stated that to the extent that the general fund transfer does not exceed the 

profitability, it would be put into capital, but what has happened the Jast several sessions, the 

amount of general fund transfer roughly equals their earnings, so there is not a lot to put into 

capital. The capita) ac; dropped from $170 to $149 million because of the $60 miUion transfers 

and the additional rainy day fund that they are obligated up to $25 million so that has decreased 

the capital. So to the extent that the general fund transfers are less than the profitability, then they 

will be able to build 

I 

J 



r 
Page3 
Senate Appropriations Committee 
BilVResolution Number HB 1015 
Hearing Date March t S, 2003 

capital, Right now. as the forecast for the income for the Bank at about $30 .. $31 million per year, 

roughly all of their earnings are going to a liability account for transfers, so they will not be able 

to build capital for the next 2 year. Senator Tallackson continued: Is the goal as far as ratio still 

about 8%? Mr. Hardmeyer replied that it was. There is anothel' retierve that i~ a loan loss 

reserve that is held aside for bad loans and that has been building for the last several years and 

that is now at $25 million. That is a reserve against had loans which also does the same thing as 

equity. He also referred to the bottom of page 2 regarding the loan portfolio. 

Senator Thane: (#4863): He wanted to know if that re~rve can be tapped by anyone or is it 

safe, Mr. Hardmeyer responded that is was safe, it is set aside reserved. It is not one of the 

funds or tru~ts that are being looked at for money to be transferred out of. 

Senator Lindaas (#4958) With regard to the reserve, Is that the amount that ls put in that is that 

up by Banking roles or a figure that is derived by the controlling people at the Bank of North 

Dakota? Mr. Hardmeyer: That is controlled by the members of the Bank of North Dakota, they 

take a look at the loan portfolio, exposure, on a loan by Joan basis and then a reserve is set based 

they think the worst case scenario could be, and it so happens that at 1.88% they are slightly 

above the industry nonn which is 1. 78%, 

Mr. Hardmeyer continued on page 3 with the actual appropriation which is about $550,000 less 

than previous biennium. They are not a general fund agency so they were subject to the 95% 

budget, But a budget has been submitted less than in the previous biennium. He then went 

through the major expenses accounts, which included the salaries and wages and the FrE's which 

can be found in his written testimony. 
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Senator Lindaas (#5640) He wanted to know if they use part-tf me help, are there situations that 

full time employees would have to be paid overtime? Mr. Hardmeyer stated that they do hire 

part-time help and there are some situations where they have to pay overtime, ef!peciaJly in the 

student loan department where there is some seas<mal activity, 

Mr. Hardmeyer continued with the operating expenses which is a decrea.~e of 3.12% or 1,56% 

per annum. See his written testimony page 3 & 4. They are working on a new project that will 

save approximately $2 million per biennium. This project wm take the Bank off the main frame 

and using th,,ir computers and going to an AS 400. 

Tape # 3 Side A ends, Side b Begins 

Senator RobfNOn (# 94) He wondered about the AS400. There were several of these around in 

different agencies and he was wondering about the need for that many and if there was any 

potential for sharing. Mr. Hardmeyer stated that this was purchased some time ago, l l/2 to 2 

years ago. They lease this, and he didn't remember the cost per month. It is such a size that ITO 

is able to help other agencies to put some of their infonnation on there as well. There are some 

security issues, but they are being worked on. 

Erle continued with his testimony, starting on page 5. 

Senator Krauter (#704) What other functions is there on ITD's mainframe? Eric answered that 

a lot of the Core Banking, Operations ( could not hear the speaker from the audience), general 

ledger. Eric continued by stating that when the student loan information is moved, then those 

costs will disappear. 

Eric continued with page 7 w 10 of his written testimony, 
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Senator Grindberg (#1223) Looking at the map on page 10 of his testimony, Cass County, 

Grand Forks County, Ward County. Williams County and Stark County all ha' · larger numbers 

of PACE loans, why does Burleigh have such a low number? Eric answered that they tend to put 

a lot of money into specific projects. Senator Grlndberg: Sales Tax do1lars? Eric: Yes 

Senator Krauter (#1307) Looking at the remaining balance of $2.2 million, there have been 

times when they have run out of PACE money~ what is the hisiory of any remaining money? 

:Erle They have run out of money in the last 2 or 3 biennium's, then they have to pt!t people on a 

waiting list. Due to the economy, the North Dakota is suJ'lerlng, they are not seeing the activity 

that in the years in past. The Bank has not seen projects that normally would come out of Minot. 

There has not been any major projects come out of Bismarck. There are few that continue in 

Fargo, but the ,:eonomic slowrdowu has had an effect. Senator Krauter wanted to know if there 

was any activity since this report was printed which was January t. 2003. Erle reported that he 

looked at the numbers at the end of February and the numbers were static. So about $2.2 million. 

Erle continued with page 11-12 of his testimony. 

Senator Thane: (#1690) Looking at the map on page 12 (AO PACE loan program) and that 

Divide seems to have thr. most loans at 92, why are they so high? Eric responded: In Divide 

county there was a plant that was established a year or two ago, (a pasta plant), this program was 

used extensively to help farmers to purchase equity shares into that plant and so it was the first 

opportunity to use the Ag PACE program to help farmers bon·ow money so they could provide 

equity injections into the pasta plant. He thought they also used that on the alfalfa plunt and I\ 

number of projects in that area. Semdor Thane: He stated that he didn't believe they participated 

in ProOotd. Eric responded that this program was not established to do this, it wasn't an eligible 
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use then, the program was expanded since then. They continue to took at the program to see if 

there are ways to help the farm economy. 

Senator Bowman (# 1892) He had a question with the value .. added, seems like one of the biggest 

drawbacks they always run into is the marketing aspect. Is there money available so that If the 

right project comes online so that the right research can be done on how to market so that there Is 

a market for the product that it trying to be sold, Seems like we should be getting into the 

marketing more, or we are spending a lot of money and going nowhere. Eric agreed with 

Senator Bowman, that is one of the biggest problems that he has seen. There are a lot of great 

products made in North Dakota but the problem is selling them, Marketing seems to be the 

lacking component in making these things really work. Their experience in value-added 

agriculture that 75% to 80% of these projects fail. When the reasons for failure arc looked at It ls 

usually management, but it comes down to their ability to sell their product. Senator Bowman 

wanted to know if Eric thought this nhould be started in the Universities and Eric agreed. 

Senator Andrlst (#2154) Ag PACE lm1ns were really a plus for Divide COLitlty. Eric agreed. 

Senator Schoblnger: (#2244) How are the equity purchases structured? What is the duration of 

these? What is the total amount of dollars that were invested in the plants in Divide County? 

Erle replied that he didn't have those specific numbers, but generally they are structured on a 5 

year pay back. Generally they will take a security interest in existing equipment, added on to the 

curreut security documents, generally it is collateral other than the equity stock. 

Senator Lindaas remarked that value added was not a new concept. 

Senator Krauter (#2475) He would like the balance of the AG PACE programr as of Feb, 28. 

Erle: PACE is about the same us now, AG PACE balance is $1,359,000; Buy down used: 
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$680.592, leaving a remaining buy down of $678,428.00. The beginning farmer now increases 

to $2,070,889.00 and the box at the top of 14 the buy down is brokrn down into 2 components. 

one is real estate and one is chattel. On the real estate side they have used $1,306,599 and the 

chattel the have used $550,336. So if the transfer had not been done, they would have been under 

water. 

Eric continued with the beginning farmer programs 1~-15. 

Senator ChrlstD111nn: (#2672) How is principal occupation defined? Eric: Basically they look at 

gross farm income and how that relates to of farming income and make sure that gross farm 

income exceeds net. Sertator Christmann continued: How many fail? Erle: Failure rate is low, 

l % or less. Senator Christmann: Are these shared with a local bank? Erle: On the real estate 

side, Bank of North Dakota tlas the whole loan. On a chattel loan they do participate with a local 

bank. Senator Christmann: On the real estate the Bank of North Dakota sold one out recently in 

his area and it just caused him to question and to follow the money. What happens to the mineral 

ownership when someone is sold out? Erle replied that he didn't know if he could answer that1 

he could check on to see if the mineral rights were kept or not. He agreed to find out the 

information for Senator Christmann, 

Senator Thane (#2873) Can these loans be used to buy out the parent? Eric: Generally, yes, 

they are buying from their parents or a relative,. 

Senator Tallackson: (#2959) He wanted to know if Erle was going to cover what the House 

changes were on this? Eric replied that the only House change was the salary line item was 

removed. 
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Senate Appropriations Committee 
BilVResolution Number HB 101 S 
Hearing Date March JS, 2003 

Senator Krauter: (#3035) page 2, bank income: Are there any proj~.:tions for 2004-05? E~ 

0 

replied that it depends on the interest rates, what the economy does, If they are wtlling to increase 

interest rates. As interest rates goes down, our income has gone down. Based on what they see 

today, $30-$31 millions probably a good .iumber, if the economy improves, rates start picking up 

a little, income will improve, then maybe $33-$35 million. Senator Krauter wanted to know if 

they would be able to meet the $60 million? Erle: Yes Senator Krauter stated that he heard the 

interest rates would go down again. Erle replied yes, that was true, down another l/4 % in May. 

Prime is now at 41/4%. Erle stated that he would like to see the legislature restrict the amount of 

the withdrawal from the Bank of North Dakota restricted to $25 million. He talked a little about 

the college save program and the student loan trust Ed Sather (? spelling) Senior Vice President 

at the Bank of North Dakota, .stated that a.~ of July 1, 2003 there will be approximately $52 

million in the Equity Fund Balance in the Student Loan Trust, and with the projected transfers in 

the 2003-0!> biennium of about $26 million, it would leave a balance of $26 million as of July 1, 

2005. 

l't 
'J 

Tim Porter (#3718), Executive Director of the Municipal Bond Bank. Written testimony is 

attached (Exhibit #6). See attached testimony. 

Questions: 

Senator Mathern: (#3981) In light of the decreasing interests rates, do you have a system of 

reviewing everyone bonds? Tim: Most of the bonds have a to year no call provision, so that they 

can't be called within the flr.i:t 10 years and after that they are allowed to call. They purchase the 

bonds dfrectly from the municipality and then they sell their own bonds. 

~.I·; ,· ... I: 
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Senate Appropriations Commhtee 
BUI/Resolution Number HB 1015 
Hewing Date March J s. 2003 

Senator Grlndberg (#4109) Do you have another annual report, etc. Tim: it is included with 

the testimony today. 

Senator Thane (4159): He wondered how a bond could be a moral obUgation hond. Tim 

replied that is the backing of the state. Seuator Thane wondered if that any effect on the rating? 

Tim stated that it did. it increases the rat.Ing of the bond. 

Karlene Fine: (#4278) She stated that she did provide some information in her testimony on 

moral and general obligation bonds. so if Senator Thane wants more information it is there. One 

quick clarification for the RIFed employees. In the oil category they range from 22 years to 10 

years and in the oil division they range from 35 years down to 16 years, they are Jong term 

employees. 

With no other testimony; the hearing was closed on HD 1015: (#4467) 
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2003 SENATE STANDING COMMITrEE MINUTES 

BILI./RBSOLUTION NO. HB 101 S Vote 

Senate Appropriations Committee 

Cl Conference Committee 

Hearing Date April 9, 2003 

TaneNwnber Side A SideB 
l X 

...Qonunittee Clerk Sil!lature ~))~ 
Minuteti: 

CHAIRMAN HOLM8ERO opened the discussion on HB 1015. 

Meter# 
123S • 3220 -

. 

SENATOR SCHOBINOER said there are two sets of amendments. 38015.0205 is a legal 

document pertaining to the amendment. 38015.0204 is language we need to adopt irt order to 

accomplish the fiscal part of the amendment. 

SEN ATOR SCHOBINOER discussed page 4 Hne 11 of .0204 . It is language the committee 

requested regarding transfer of not more than $5 million in profits from the mill and elevator. 

On page 2 footnote 1 reduces the health insurance premiums as they are doing for all state 

employees. Footnote 2 applies the agency wide reduction for infonnation technology, 

These amendments (footnote 3) effectively merge the oil and gas and the geological survey and 

removes 6 FrE's as a result of this merger. Footnote 4 restores a position removed in the 

executive budget that is desperately needed. 

The •lc,-otrlPhfc , ..... on thft fH• ere accur1tt r.-owotf 
were fflMd fn th• reouler cour11 of butfneti• h • of r~ordl dtlfwrtd t~ Modern fnfo,...tfon 8Ylt• for •fcrofflat,. 1M 
~!l_ for archfv•l Mfcrofflm. NOTIClt u tht 

1ft1J:f\C:;tt!:°rttl• lllttlte 1•btlantt.hrdl of the AMtrfctn Netfonal ltancJerdl Jnetftut• 
. ---.t btfn, fUNd. ' • "' eo • t en thf• Notfct, ft f• dut to the quelfty of tht 

' ~Yl?P.tr'"""i'~~ IDI &01◊3' 
· Dltt 

I 

J: 

.J 



r 

<) 
I 
I 

Pap2 
Senate Appropriations Committee 
Bill/Resolution Number HB 1 0 1 S 
Hearing Date 04/09/03 

On page 3, the Bank of North Dakota, an adjustment is made for health insurance premiwns and 

the reduction in infonnation technology. Housing Finance Agency stays the same other than 

health insW'ance. The Mill and Elevator, the only reduction is for health insurance premiums and 

the requirement to report estimated profits to the 59th Legislative Assembly. 

CHAIRMAN HOLMBERG asked if the second set of amendments are housekeeping measures 

to confonn with the merger? (meter 1898) 

SENATOR ROBINSON said during the course of the presentation by the (i eological Survey, 

some of the FfE reductions were long time employees and those reductions would be 

problematic. What has happened with this situation? 

SENATOR SCHOBINCER said the executive budget came with 3 FTE reductions, 2 frotn Oil 

and Gas and 1 from Geological Survey. We are putting back one of those positions, the 

Petroleum Engineer IV. 

CHAIRMAN HOLMBERG said the difference is the salary and health adjusttnent which is why 

they don't match exactly. 

SENATOR THANE asked on section 28, is the reason for the language change and rem.oval 

because they are archaic? 

SENATOR SCHOBINOER said that is his understanding. The Geological Survey is being 

merged into Oil and Gas. 

SENATOR LINDAAS said as a member of the committee he was not convinced of the benefits 

01· efficiencies of combining those two divisions and he will not support the amendments. 

SENATOR MATHERN said he is trying to understand the savings of6 FTE's. Are there 6 

people doing the exact same functions? 
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Senate Appropriations Committee ! Bill/Resolution Number HB 1015 r 

r'\ 
Hearing Dato 04/09/03 

SENATOR SCHOBINGER said they found in the hearing some of the dutios of the divisions 

under the merger can be consolidated. 

SENATOR LINDAAS said with that reasoning in mind, there are 6 people doing halftimejobs. 

He will resist this, 

SENATOR TALLACKSON asked if there was testimony in the sub committee to back that up? 

SENATOR LINDAAS said he didn't think so. Everyone worked full time,. 

CHAIRMAN HOLMBERG said the committee had a hearing on this issue. 

SENATOR ROBINSON said that is one reason he questions the reduction of' one FTB in the 
' 

Geological Survey, Testimony reflected concern over the 95% budget. When combined with the i 
l 
¾ 

consolidation, it poses some questions. 
1 

CHAIRMAN HOLMBERG said they are co-located at the present time. 
j 

;~ 

C) SENATOR KRAUTER reviewed the FTE reductions. (meter# 2630) Doesn1t this also reduce 

other operating costs su~h as travel? 

SENATOR SCHOBINOER said at some point that may he the case. Initially its wise to continue 

to appropriate those dollars so those employees left have the resources they need. 

Amendment ~8015.0204 was adopted on a voice vote • 

. It was moved by SENATOR SCHOBINGER and Hconded that the committee adopt 

amendment 38105.0205. 

SENATOR MATHERN asked if anyone recalled the testimony on the merger? 

SENATOR SCHOBINOER said they had u hearing on the merger and it was a good hearing. 

One division is doing work in Canada and he questioned the nred for that. It has been discussed 
'( 

in this committee when these areas came together there were many more wells working in North I 

__) 
(. 
i 

'· 
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Senate Appropriations Committee 
Bill/Resolution Numb« HB 1015 
Hearing Date 04/09/03 

Dakota than there are today. Its something the committee can continue to look at and check on 

theprolffilS, 

Amendmeat 38105.02£,4 wu adopted 011 a roU eall vote. 

lt wu moved by SENATOR SCHOBINGER and teeonded by SENATOR ANDRIST that 

tile committee take a DO PASS AS AMENDED action on BB 1015. Modon puaed on a . 
roll call vote ._J y~ 5 no, 0 absent and aot vodnl). SENATOR SCBOBINGER will earry 

the bW to the ftoor. 

TM •forotrephfo ...... on thf1 f fl• •r• accurttt r,prodYottw ef recordl •uwred to Modtrn lnforNt(on lvet ... for •fcroftlfflnt and 
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38015,0204 
Title. 
Fiscal No. 2 

Prepared by the Legislative Councll staff for 
Senator Schoblnger 

April 9, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1015 

Page 1. line 14, replace "6,264 ,04 711 with 1161871 1834" 

Page 1, Une 15, replace "1,947,591" with 111,816,559" 

Page 1, line 1~, replace "44,380,92811 with "43,957,68311 

Page 1, line 20, replace 1137,298.489" with "37,295.87011 

Page 1. llne 21, replace "7,084,439" with •s,661,813" 

Page 2, line 1, replace "16,546,603" with 1116,527,61411 

Page 2, line 2, replace "11,372,000" with "11,014,93211 

Page 2, llne 5, replace "30,243,603" with 1129,867,54611 

Page~. fine 14, replace "16,703,85611 with •16,690,95611 

Page 2, line 18, replace "30,018,2&2" with 1130,005,382" 

Page 2, Hne 21, replace 113,934,267" with "3,929,907. 

Page 2, Une 25, raplace 1133,618,207" with "33,613,84711 

Page 2, llne 261 replace "15,159,439" with "14,736,813" 

Page 2, line 27, replace "131, ~ 76.581 • with "130, 782.64511 

Page 2, line 28, replace "146,336.020" with 11145,519.458" 

Page 4, line 5, after "TRANSFER" Insert "· INDUSTRIAL COMMISSION REPORT 

Page 4, line 11, after the period Insert "The Industrial commission shall report to the fifty-ninth 
legislative assembly regarding the mlll and elevator association's net Income to date 
and estimated net Income for the remainder of the 2003·05 biennium." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No.1015 .. Summary of Senate Action 
EXECUTIVE HOURE ScNATE SENATE 

BUDGET \/ERSION CHANGES VERSION 

Industrial Commlsak)n 

($,i2Y:J $43,957,683 1'atalellfl#'KM $44,449,695 $44,380,9t!8 
Lesa estimated Income :171,0:21624 371200,489 619 31i29Mf0 
Genetal fund $7, 46,771 $7,0M,◄39 ($422,6 "'661,83 

Page No. 1 38015.0204 
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~olNoftho.kola 
Total III lundll '3&,494,"8 '38,3t8l>Q3 (u_~~ $37,94~.~8 
Lffi ttllnwd lnc)ofnt ~" ]I ~ 11:89':M! Gfntfllllund , ., 

~Finlnot~ 
Talal 1M ~ $33,660,7~ $3~.618,207 '~:, $33,813,847 
lffl tt:limaited Income 33.860, 1 ~3.618., am.~ ~lltund 

MIii and Eltvalo, 
T~ all londe $30.018,282 $30,018,282 (,;u;i $30,005,382 
Leu tslirnalc;d ~ 30,0UI,, ~2.o,e,2u ~o,oos.,s 
Genefallund 

BIT• 
TotAllall flrlde f14t,e23,676 $14U36.020 (liif $14&,f511M8e 
lt1Uttlmllled lnooffll l 31 ~1 iffl H,.119111 1*.Jli:11! Gtnffal fmd f& I 6,16 :30 ( ' 

House em No. 1015 • lndu1trlal Commission• Senate Action 
EXEOUllVE HOUSE SENATE SENATE 

BUOGE'r' VERSK>N CHANGES VERSION 

8111ntt#'ldwaott se .•. 114 $8.2$4,047 ($392,2131 $U71,134 
9Pt!'.-no tlCf)Wtl 1.tM7,&11 1,947,591 131,032 1,918,559 = ...... ei,$00 &e,300 88,300 

18,270,000 16,270,000 1tf,270,000 
Bondl>tlVmtnU lQ•.tlQ 11.119,iiQ !1,830,ng 
Tola! .. funds W,449,595 $44,380,929 ($423,~) It" i157,6&3 

L ... Htlmatedlnconlt ;t7,g.~ H,211,. WI} JZ.21§,tlg 
Genef.afund $7,146.771 $7.()84,439 ($422,629) $8,661,813 

rn 58.37 &8.37 (5.00) 63.37 

Dept. 405 • lnduatrlal Comrnlulon • Detail of Senate Changes 
REOUOES ADOS 

REDUCES AEDOOES FUNDl~FOA FUNDING ANO 
RECOMMENDED FUNDING FOR SAlARIESAHO 1 FTE P0SITION 
FUNOINGFOR INFORMATION WAGES AND FOR TOTAL 

HEALTH 'rEOHNOlOGV REMOVES 8 FtE PETflOt.EUM SENATE 
INSURANCE t cos rs 12 POSITIONS3 ENGINEER' CHANGES 

Sarin and W,otl ($8,089) ($535,600) $149,376 ($392.2t31 ~-elq)Wtl ($31,032) (31,032 =ltlffl 
Bondpay,nentt 

Total al funds ($8,089) ($31,032) ($535,500) $149.378 ($423,245) 

Lesa estimated Income W!} W,i} 

~fund ($5.470) ($31,032) ($535,500) $149,376 ($422,626) 

FTE 0.00 0,00 (8.00) 1.00 (5.00) 

1 This 8n'Mlndmlnt ~ the tundinQ lot_. employee health lnwrenoe Pl'emlomt fl'om $49310 $-488.70 per month. 

2 This ~ ~ fundlnO tot lnfOl'l"l'llltion '8chnoloOY bV $31,032 Iron\ the oenerat fund, which rtpftStnts I l1ldlJction In lntom'lll&lon 
~ funding lrofn the gen«.I fund cf ~lmalely 4 percent, 

3 This ~I reduceill funding for u.~ and wages by $535,600 trom lhe genttaf fund and ,emwec tbc FTI: pC)Sltlons Iii• retUII of W.. 
rnetQel' oC lht OM and GM 0Mslon and 1ht Geologit.al Sutvey, 

<4 Thi& amoridniwtt adds funding and one FTE ior lhe petroleum ~ IV posltlof'I whk:t1 was removed ftorrl the Oil and Gas DMllon In the 
Governor's re()Qffll'rMH ldatlon, 

House BIii No. 1015 .. Bank of North Dakota .. Senate Action 
EXECUTIVE HOUSE SENATE 

BUDGET VE~SION CHANGES 

Salaries and w .. $16,722,966 $18,646,603 ($18,969! 
Opefallng expenses 11,372,000 11,372,000 (~57,068 
Capita! Use\$ 1126,000 825,000 
Cont~ncies 1,500,000 1,600,000 
PACE und 5,700,000 6,700,000 
Agrlcuhure PACE fund 1,425,000 1,425,000 
Beginning farmer 9".i0,000 950,000 

Tola! aN lunds $38,494.966 $38.318,603 ($376,057) 

less Mllmated Income 30,-419,968 30,243,603 (376,0sn 

Genetitl lund $8,075,000 $6,075,000 $0 

Page No. 2 

SENATE 
VERStoN 

$16,627,614 
11,01 ◄,932 

62b,OOO 
1,500,000 
6,700,000 
1,,425,000 
~ 

$37,942,648 

:.!9,687,c•Q 
$6,075,000 

38015.0204 
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FTE 118.60 178.50 0,00 178.60 

Dept. 471 • Bank of North Dakota • Detalf of Senate Changes 
Raouces REOUOES 

RE~NOEO FUNDING FOR 
FUNOI FOR INFORMATION TOTM. 

HEALTH TEOHNOLOOV SENATE 
INSURANCE I COST$2 CHANGES 

$allriesandwages ($18.989) ($18,9891 8=.i-~ ($357,068) 1357,068 .... 
~ 
~PAOEtund 
Beoll••io fltrntt ---- --·-
Toe.l .. tu,m ($18,989) ($357.068) ($378.067) 

........ ,,...Income ilUUl (357,088) 131e.01m 
GeneNI~ $0 $0 $0 

FTE 0,00 0,00 0.00 

1 ThJt am1ndn-.t rtductt lhe l&Hldlng lo, atate ~ health lnaut'ance premiums from $,i93 to $488,70 pflt month, 

2 nw. anwndrntnt Nduoes lundloo IOI' lnlOtmation lect•ioloOY by $357,068 lrom ~pedal runda, which tq>(tMnta • reduction In Information 
1ldwllogv tundlno from if)tdal Tunda ~ appt0xlmalety .. per~ 

House am No. 1015 .. Housing Finance Agency• Senate Action 
EXECUTIVE HOUSE SENATE SENATE 

BUDGET VERSION CHANGES VERSION 

~and ... $3,976,792 $3,934.2fl7 ($4,360) $3,929,907 
Qper.ilng ........ 2,◄ Hl,660 2,416,660 2,416,660 
Gnrns 27,168,380 27,168,380 27,168,380 
Hf:A ~ 100,000 100,000 100,000 

TotalllflMdl $33,660,732 $33,618,207 ($4,360) $33,613,847 

Lela~ Income ®~1232 ~,lll.iQZ ~ ®,613,847 

Gtnerlllfund $0 $0 $0 $0 

FTE 43,00 43.00 0.00 43.00 

Dept. 473 - Housing Finance Agency • Detail of Senate Changes 

SalarletandWl(ltl 
~~ 
HFA ~ 

Tocal .. f!Mds 

Less ntlmaled Income 

Geoeral fund 

FTE 

REOUCES 
RECOMMENDED 
FUNOINGFOR 

HEM.TH 
INSURANCE 1 

($4,3601 

($'1,360) 

~ 

$0 

0.00 

TOTAL 
SENA1'f: 

CHANGES 

($4,360) 

' This a,nendment tedoces the funding lor &late emploYff hea~h Insurance premiums from $493 to $488,70 p.;.,· moott,. 

House BIii No. 1015 • MIii and Elevator • Senate Action 
EXECUTIVE 

BUDGET 

S.larles and Wage$ $16,703.856 
Ope(atinQe~ 13,014,426 
Contlng6nclet 260,000 
Ag,icoffure promotlol'I 50,000 

T cca1 aN funds $30,018,282 

Leu eaUn~ted lnoome 30,()l8~ 

Getleralfund $0 

FTE 125.00 

HOUSE 
VERSION 

$16,703,856 
13.014,426 

250,000 
60&9<! 

$30,018,282 

30,018.282 

$0 

125,00 

SENATE 
CHANGES 

($12,900) 

($12,900) 

(12,900) 

$0 

SENATE 
VERSION 

$18,690,956 
13,014,426 

250,000 
50,000 

$30,005,3a2 

30,006.382 
$0 

0.00 1~5.00 

38015.0204 
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Dept. 475 • MIii and Elevator • Detall of Senate Changes 
Rl:OUCES ,sm~o 

Sall1'ies Ind ... 

~~ Afl•p,omodon 
'rolll Ill fundl 

HEM.TH 
IN8URANOE 1 

($12,900) 

TOTAL 
SENATE 

CHANGES 

($12.900) 

($12,900) 

Ui.81 

'° FTE 0.00 0,00 

t Thll ~ttduc»I lht ,.._tot-.~ hMWt lnun,e~ from $4'3 IO $,411,70 pe, fflMth, 

This amendment also requires the MIii and Elevator Assoaatfon to report to the 5Gth Legislative 
Assembly regarding the MIil and Elevator's net Income to date and estimated net Income for the 
remainder of the 2003-05 biennium. 

Page No, 4 38015,0204 
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38016.0205 
Title. 

Prepared by the Legislative Council staff for 
Senator Sohoblnger 

Aprll 9, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1015 

Page 1, Hne 3, after the third semicolon Insert 11to amend and reenact sections 15-05-07, 
15·05-16. and 23·20.2-03. subsections 2 and 4 of seotlon 23-25·02, sections 
23·29-07.6, 23-29-07.7, and 23-33-10, subdivision k of subsection 1 of section 
38-08-04, sections 38-08-04 .2, aa-12 .. 02, 38-12-03, 38-12.1·01, 38· 12, 1 ·02, and 
38-12.1-04, subseotlon 1 of section 38-12.1-05, subseotlons 12 and 24 of section 
38-14.1-03. subsection 2 of section 38-14.1-21, seotlons 38-15·03, 38·19-03, 38-19-04, 
64-17.3-0:~, 64-17.3-03, 54-17.3-04. 54·17.3-05, 54-17.3-06, 54-17.3-07, and 
54•17.4•01f subsection 14 of section 54-17,4-02, sections 54-17.4-06, 54 .. 17.4-07, 
54-17.4-091 54·17.4-10, 54-17.4-11, and 54·17.4-12, and subsectton 1 of seotlon 
61-28-03 of the North Dakota Century Code, relating to the state geologist; to repeal 
section 64-17.4-05 of the North Dakota Century Code, relating to the state geologlsti to 
provide an effective date;11 

Page 6, after tine 31, Insert: 

"SECTION 14. AMENDMENT. Seotlon 15-05-07 of the North Dakota Century 
Code Is amended and reenacted as follows: 

15-05-07. Board to ascertain and keep scht'tdula of all lands on which coal 
exists. The board of university and school lands, with the assistance of the etate 
geelegiet director of oll and gas. shall ascertain and determine the quantity and 
description of all lands under Its control on which coal exists and shall compile and keep 
a statement and schedule of all such lands. 

SECTION 15. AMENDMENT. Section 15-05-16 of the North Dakota Century 
Code is amended and reenacted as follows: 

15-05-16. Reports,. State geeleglel Director of oll and gas· State 
department of health. The state ge&l8fllst director of oll and gas or the state 
department of health. on the request of the board of university and school lands, shall 
visit any land leased under section 15-05~09 and shall make a report of the visit to the 
board. The elate geelegi&t director of oil and gas or the state department of health may 
not receive a fee for making the examination and report but must be paid necessary 
expenses Incurred In connection therewith. 

SECTION 16. AMENDMENT. Section 23-20.2-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-20.2-03. Jurisdiction of the industrial commission. The commission has 
jurisdiction and authority and Js charged with the responslblllty to enforce the provisions 
of this chapter. This chapter does not apply to any activity regulated under chapters 
23-29, 38-08, 38· 12, 61-28, and 61-28.1. The commission acting through the eftlee ef 
the olate geeleglst gJreotor of oil and gas has the authority: 

1. To require: 

' '' fr,·'·• 

a. Identification of ownership of all f acllltles and equipment used for the 
underground storage and reh 1aval of material and waste disposal. 
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b. The makln~ and filing of all logs and reports on facility looatlon1 

l 

r drilling, bor ng, excavating, and construction and the filing, free of r 
charge, of samples, col'e chips, and complete cores, when requested, 

----~ In the office of the etale geeleglst ~tQr of oil and gas. 
(!\,_. 

o. The drilling, boring, excavating, and construction of facllltles In a 
... 

manner to prevent contamlnat on and polfutlon of surface and ground 
water sources and the environment. 

d. The f urnlshlng of a reasonable bond with goc;>d and sufficient surety, 
conditioned upon the full compliance with the r,rovlslons of this 
chapter, and the rules of the commission relat ng to the underground 
storage and retrieval of material and waste disposal. 

e. Metering or other measuring of all material Injected, emplaoed, stored, 
disposed Into, or retrieved from any faoHlty regulated by this chapter. 

f. That every person who operates a faclllty for the underground storage 
and retrieval of material or for waste disposal In this state shalt keep 
and maintain complete and accurate records of the quantities and 

l 
nature of materlaf stored, retrleved 1 or disposed of. which records 
must be available to the commlsolon or lt9 agents at all times, and that 
every such person fife with the commission such reports aa It may 
prescribe. J 

g. That upon termination of the operation of any faclllm or activity ~ 
' 

regulated by this chapter, the operator of such facil ty shall restore the ) 

surface as nearly as possible to Its original condition and productivity, 

2, To regulate: G <J 
. 

' 

a. The drUllng, boring, exeavat1n9i, and construction of all underground 
storage, retrieval, and waste lsposal facllltles. 

I 
b. Operations to assure the optimum performance of atl facllltles I regulated by this chapter. 

I 3. To limit and prescribe the nat11re, quantity, and source of materials to be 
stored In, whether as waste or otherwise, or retrieved from any facility f 

regulated by this chapter. 

4. To promulgate and to enforce rules, regulations, and orders to effectuate 
the purposes of this chapter. 

The jurisdiction granted the commission by this chapter Is not exclusive and does not 
affect the Jurisdiction of other governmental entitles. 

SECTION 17. AMENDMENT. Subsections 2 and 4 of section 23 .. 25-02 of the 
North Dakota Century Code are amended and reenacted as follows: 

2. There Is hereby established an air pollution control advisory council, 
hereinafter referred to as the advlsol council, of nine members to Include 
the state health officer, the state ge,>glet director of oH and gas. th& 
director of the department of transportation, and six other members to be ,, 

appointed by the governor, one of whom must be a representative of :, 

.~ 

county or municipal government, one a representative of the solid fuels c:" ·~ 
industry, one a representative of the fluid and gas fuels Industry, one a .. i 

representative of the environmental sciences, and two appointed at large. 
!.' 
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4. The advisory council sholl seloct Its own chairman from among Its 
members. The state health offloer. elate geeteglat gJl'.§.QlQ( o!.QilJlllQJJM, 
and director of the department of transportation each may designate a 
principal deputy or assistant to act In the officer's pince and stead. The 
chief sanitary engineer of the state department of health, or that officer's 
designated assistant. must be the principal administrative officer of the 
council. 

SECTION 18. AMENDMEt< r. Section 23~29·07.6 of tho North Dakota Century 
Code Is amended and reenacted as follows: 

23•29-07.6. Preconstructton site review. The department, In cooperation with 
the state engineer and the etete goelee4et dlteotor of oU and gas, shall develop criteria 
for siting a solid waste d_lsposal facltlty based upon potential Impact on environmental 
resources. Any appllcatlon for a landfill permit received after the department develops 
siting criteria as required by this section must be reviewed for site sultablllty by the 
department after consultation with the state engineer and etate geeletiel director of oH 
and gas before any site development, Site development does not Include the 
assessment or monitoring associated with the review as required by the department In 
consultation with the state engineer and atate goeleglat dfreotor of oH and gas. 

SECTION 19. AMENDMENT. Section 23-29-07,7 of the North Dakota Century 
Code ls amended and reenacted as follows: 

23-29-07. 7. Review of existing municipal waste landfills. By July 11 1995, 
the state engineer and etate geoleglat director of oll and gas shall complete site 
suitability reviews of all existing municipal waste landfills within the state. The reports of 
suoh reviews must be provided to the department for use In site Improvement, site 
remediation, or landfllt closure. 

SECTION 20. AMENDMENT. Section 23-33-10 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-33-10. Wellhead protection program. The department In cooperation with 
the state engineer and eta~e geoleglat director of olt and gas shall assist In 
implementing a publlo water supply wellhead protection program for protection of 
ground water resources utillzlng existing state and local statutory authority. 

SECTION 21. AMENDMENT. Subdivision k of subsection 1 of section 
38-08-04 of the North Dakota Century Code Is amended and reenacted as follows: 

k. The flllng free of charge of samples and core chips and of complete 
cores when requested In the office of the elate geeleglst director of oil 
and gas within six months after the completion or abandonment of the 
well. 

SECTION 22. AMENDMENT. Section 38-08-04.2 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-08-04.2. Director of oil and gas. The Industrial commission Is authorized 
to appoint a director of oil and gas and to set the director's salary within the limits of 
legislative appropriations. Tt:te IAauetrlal eommlssloA mav -='eolgnato IAe stale geeleglet 
as tho Ellrnelor ofeU aAd gas. 

SECTION 23. AMENDMENT. Section 38-12-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12-02, Jurisdiction of commission. The commission has jurisdiction and 
authority over all persons and property, public and private, necessary to enforce 
effectively the provisions of this chapter. Subject to the provisions ot section 38-08-21, 
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the elate aeelealet director Qf oil and gas shall act as u supervisor charged with the duty 
of enforcing the regulations and orders of the commission applicable to the subsurf aoe 
mineral resources of this state and the provisions of this chapter. The commission has 
authority to make such Investigations as It deems proper to determine whether facts 
e)(lst which justify action by the commission, The commission acting through the office 
of the etalo 1eeleglet director of ol! and ga§ has the authority: 

1. To require: 

a. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the provisions of this 
chapter, ~nd the rules and regulations of the commission prescribed 
to govern the <.Xploratlon, development, and production of subsurface 
minerals on state and private lands within the state of North Dakota. 

b. The delivery, free of charge, to the etete oeel~ director of oil and 
go of the basic exploration data collected by e operator. within 
thirty days of field collection of such data. This data must Include: 

(1) 

(2) 

(3) 

(4) 

Sample outs, core chips, or whole coreo. 

Sample logs, radioactivity logs, resistivity logs, or other types of 
electrical or mechanical logs. 

Elevation and location information on the data collectlon points. 

Other pertinent Information as may be requested by the etete 
geelegiet director of oU 1nd gas. 

The data so submitted Is conflden~al for a period of one year when so 
requested by the operator and such period may be further extended 
upon approval by the commission. 

o. The filing of monthly production reports in the manner prescribed by 
the commission, and any other reports deemed necessary by the 
commission. 

d. The conducting of alt exploration, development, and production 
operations In such a manner as to prevent pollution of freshwater 
supplies, to provide for the protection of the environment and publlc 
safety, and to ensure the optimum recovery of the mineral resource. 

e. The reclamation of all land disturbed by operations regulated by this 
cl ,apter to a condition consistent with prior land use and productive 
capacity. 

2. To regulate the drltllng, and abandonment of exploration test holes and 
producing wells and all other exploration, development, production, and 
reclamation operations. 

3. ·,·o promulgate and to enforce rules, regulations, and orders to effectuate 
the purposes and the Intent of this chapter. 

4. To Inspect alt exploration, development, and production sites. For the 
purposes of this subsection, the state geelegi&t dlr@Ctor ,Qt oil and gas or 
his representative shall have access to all e><ploratlon, development or 
production Installations for purposes of Inspection and shall have the 
authority to require the operator's aid If same Is necessary and Is 
requested. 
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SECTION 24. AMENDMENT. Section 38-12-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12·03, Permit required. tt Is unlawful to commence operations for the 
exploration, development. or production of subsurface minerals without first obtaining a 
permit h'om the state geeleglet director QLQ!l.aru;l_gu, under such i'Ules and regulations 
as may be rrescrlbed by the commission and paying to the commission a fee for each 
such perml In an amount to be prescribed by the commission. 

SECTION 25, AMENDMENT. Section 35 .. 12.1 .. 01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12,1-01. Legislative findings. The leglslatlve assembly of the state of 
North Dakota finds that: 

1. The discovery and evaluation of coal deposits Is advantageous in an 
Industrial society. 

2. Coat occurs hidden under the ground and must be searched tor by diverse 
techniques, and that the search, exploration, or prospecting for coal Is a 
necessary and expensive prerequisite to coal sxtraotlon and for land l'~e 
planning In coal-bearing areas. 

It is to the benefit of society to allow coal exploration and to r~~~ !~The 
Information generated from exploration to be available to the . 
atate geeleolet director of on and gas. 

3. 

SECTION 26. AMENDMENT. Section 38-12.1-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12.1-02. Declaration of policy. It fs hereby declared to be In the public 
Interest to have persons engaged In coal exploradon or evaluation report their findings 
to the effloe of tho etale geeloglot director of oH and gas so that data on the looatlon, 
quantity, and quality of coal, and the characteristics of associated material, will be 
avallable to assist the state In determining what the attitude of the state Ahould be 
regarding future development of coal resources. 

SECTION 27. AMENDMENT. Section 30-12.1-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12.1-04. Jurisdiction of commission. The commission has jurisdiction 
and authority over all persons and property, both publlo and private, necessary to 
effectively enforce t~e p,etJlsleAo oJ this chapter. Tho etate geeleglot director of oil and 
au shall act as a supervisor charged with the duty of enforcing the regulations and 
orders of the commission applicable to the provisions of this chapter. The commission 
has authority to make such Investigations as It deeMs determines proper to determine 
whether facts exist which justify actlo, l by the commission. The commission acting 
through the efflee ef the state geeleglet director of oU and gas has the authority: 

1. To require: 

a. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the provisions of this 
chapter I and the rules and regutatlons of the commission prescribed 
to govern the exploration for coal on state and private lands and roads 
used In coal exploration within the state of North Dakota. 

b. The delivery, free of chnrge, to the etate geeleglet ditector of oH and 
gas of the basic data collected during the course of the exploration 
within a reasonable time as may be prescribed by the state geeleglet 
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~. The data so submitted is confidential and 
available only to the office of the slate geelegleC d.Lr.®.1QLQU2lland gag 
for official purposes for a period of two years, and suoh period of 
confldentlallty must, upon application, be extended for one~year 
perlod!:i by tho state goalo•el dir!m\Qt.Qf oU and~ae, for a total period 
not to exceed ten years unless It Is demonstrate that suoh period 
should be further extended In order to prevent possible resulting harm 
to the person, his ~ucoessors, and assigns, who delivered such basic 
data to the e•ate geeleglat dltQctpr of oU and gas. The basic data 
must Include, If speclflcatly requested by the elete oeoleglat director 9f 
oil and ga1 and If the Information has been developed by or for a 
person conducting the exploration: 

( 1) Sample cuts, 

(2) Drillers• togs, sample logs, radloaotMty logs, resistivity logs, or 
other types of electrlcal or mechanloal logs. 

(3) Elevation and location Information on the data collaotlon points, 

(4) Other pertinent information as may be required by the elate 
geoleglet director of oil and gas. 

2, To require the plugging, covering. or reburial In an appropriate manner so 
as to protect environmental quality, general health and safety and 
economic values, of all holes, pits, or trenches excavated during the course 
of coal e>eploratlon. 

3. To promulgate and enforce rules, regulations, and orders to effectuate the 
provisions, purpose, and Intent of this chapter. 

4. To Inspect all drllllng or exploration sites. For the purposes of this 
subsection. tho etate gaeleglet director of oH and gas or hJ& the dlreotor1s 
representative et.all AOYe bu access to all drilling or exploration 
Installations regulated by this chapter for the purpose of Inspection and 
sampllng and shall he1t10 the aYlheFity to w require the operators• aid if 
he the director finds It necessary and requests It, 

5. Notwithstanding any of the other provisions of this section, the commission 
acting through the office of the etato geoleglet director of oU and gas shaH 
require that any lands substantially disturbed In coal exploration, Including 
excavations, roads, drill holes, and the removal of necessary facilities and 
equipment be reclaimed In accordance with the applicable performance 
standards of section 38-14.1 •24. Reclamation must be accomplished so as 
to protect environrr~ntal quality, general health and safety, and economic 
values. 

SECTION 28. AMENDMENT. Subsection 1 of section 38-12.1-05 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1. It is unlawful to commence operations for drilling for the exploration for coal 
without first obtaining a permit from the elate geeleglet director of oil and 
gel§, under such rules aAd fegt:1latleAs as may be prescribed by the 
commission, and paying to the commission a fee of one hundred dollars for 
each such permit area. The permit application must Include a description 
of the exploration areal and the period of proposed exploration. The permit 
must be granted within thirty days after proper application Is submitted 
therefor. 
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SECTION 29, AMENDMENT, Subsections 12 and 24 of section 38· 14, 1 ·03 of 
the North Dakota Century Code are amended and reenacted as follows: 

12, To f)reMt:dgate rogijlatlona ru;fQpt rule§ consistent with state law, In 
consultation with the stale geeleglst ~_tor Qf oH . .mdJlM, state 
department of health, and the stato engineer for the protection of the 
ql'allty and quantity of waters affected by surface coal mining operations. 

24, To provide by •eglilatieA tl!m for the conservation and utilization of other 
minerals found within the permit area during surface coal mlnln&nd 
reolamatlon operations In consultation with the elate geolealet r · f 
and ga~ and to approve plans for the usa of such other mlnera s outs de 
the permit area so long as the permlttee afflrmatlvely demonstrates that 
such removal Is lawful and will provide equal or greater protection to the 
environment and to publlo health and safety and wll1 achieve reolamatlon 
consistent with the purposes of this chapter, 

SECTION 30, AMENDMENT. Subsection 2 of section 38-14.1-21 of the North 
Dakota Century Code Is amended and reenacted as follows: 

2. The commlsslon•s approval or modlfloatlon of the permit or permit revision 
apptlcatlon must Include consideration of the advice and technical 
assistance of the state hlstorloal society I the state department of health, the 
state soll conservation committee, the state game and fish department, the 
state forester, the ._e g~elethM director of oil and gas. and the state 
engineer, and may also include those state agencies versed In sous, 
agronomy, ecology, geology, and hydrology, and other agencies and 
Individuals experienc~ In reclaiming surface mined lands. 

SECTION 31, AMENDMENT. Section 38-15-03 of the North Dakota Century 
COde Is amended and reenacted as follows: 

38-15-03, Jurisdiction of commission. The commission has continuing 
Jurisdiction and authority over all persons and property, public and private. necessary to 
enforce effectively the provisions of this chapter. ,he elate geoleglel ~Land 
.Q11 shall act as a supervisor charged with enforolny the regulations and orders of the 
commission appllcable to the provisions of this chapter. The commission has authority 
to make Investigations U deems proper to determine whether faots exist whk.:h justify 
action by the commission. The commission !··as the authority: 

1. To require the furnishing of a reasonable bond with good and sufficient 
surety, conditioned upon the f ult compliance with the provisions of this 
chapter, and the rules and regulations of the commission prescribed to 
govern, satisfy, and resolve conflicting Interests among producers within 
North Dakota. 

2. To resolve conflicting Interests uf producers of natural resources which 
cannot be voluntarily concluded by them In the public Interest to eliminate 
waste1 to the end that the producer, landowner, and mineral owner realize 
the greatest possible economic advantage. 

3. To promulgate and to enforce rules, regulations, and orders to effectuate 
the purposes and Intent of this chapter. 

SECTION 32. AMENDMENT. Section 38-19-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-19-03. Jurisdiction of the commission. The commission has jurisdiction 
arid authority and Is charged with the responslblllty to enforce the ~~ei;leleAe ef th1s 
chapter. Thls chapter does not apply to any activity ,egulated under chapters 38-08, 
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38-12, 38-12.1, 38 .. 14.1, and 61-28. The jurisdiction grantnd to the commission by this 
chapter Is not exclusive and does not affect the jurisdiction of other governmental 
entitles. Tho commission acting through the office of the elate geeteelet director Qt.Qil 
and g,as has the authority: 

1. To require: 

a, ldentlfloatlon of ownership of all f acllltles, Installations, and equipment 
used In the extr4ctlon of geothermal energy. 

b. Tho making and flllng of all logs and reports on faolllty location, 
drUllng, boring, excavating, and construction and the filing, free of 
charge, of samples, core chips, and complete cores, when requested, 
In the office of tho etate gee log lot di recto.- of oll and gg. 

o. The drilling, boring, oaslng, excavating, ptugglng, and construction of 
f acllltles !n a manner to prevent contamlnatron and pollution of surf ace 
and ground water sources and unnecessary environmental 
degradation. 

d. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the rules of the commission 
relating to the extraction of geothermal energy. 

e. Metering or measuring all products extracted from or by means of a 
faclllty regulated by this chapter. 

f. That every person who operates a geothermal energy extraction 
faolllty In this state shall keep and maintain complete and accurate 
records of the quantities and nature of products extracted from or by 
means of any faoltlty, and the ultimate disposition of such products, 
which records must be available to the commission or Its agents at all 
times, and that every suoh person file with the commission such 
reports as It may prescribe. 

g. That upon termination of the operation of any faolllty or activity 
regulated by this chapter, the operator of the facility shall restore the 
surface as nearly as possible to Its original condition and productivity. 

2. To regulate: 

a. The drlHlng, boring, excavating, and construction of all geothermal 
energy extraction facllltles. 

b. Operations to assure the optimum performance of all facilities 
regulated under this chapter. 

3. To tlmlt and prescribe the nature, quantity, and source of geothermal 
energy to be extracted from any facility regulated by this chapter. 

4. To adopt rules and Issue orders to effectuate the purposes of this chapter. 

SECTION 33. AMENDMENl. Section 38~19-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-19-04. Permit or report required. It Is unlawful to commence any 
operations for the drilling, boring, excavating, or construction of a geothermal energy 
extraotlon facility, which Is used for other than private resldentlal heating and cooling 
purposes, without first securing a permit from the etate geeleglet ~!rector of oil and gg, 
under such rules as may be adopted by the commission and after paying to the 
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commission a fee for each such facility In an amount to be prescribed by the 
commission by rule, The fee set must be related to the cost or regulation and 
Inspection under this chapter, 

A report Is required upon completion of any geothermal energy extraction faclllty 
used solely for private residential heating or cooling purposes. The report must be 
prepared by the geothf:rmal energy extraction focllfty Installer on a form provided by the 
elalo goolegiet glrector Qf oU @nd gos and must be furnished to the etale geeleglet 
dlt:QQtQr of oU and gas within thirty days after the completion of the facility. The report 
must contain relevant Information the stale geelegktt director of Qil and gas requires 
relating to the environmental safety of the f aclllty, Including the facility owner and 
location, a log of formations penetrated. If any. system specifications and design, and 
flu Ids used In the facility, 

Alt construction of geothermal energy extraction faolllUes must comply with rules 
adopted under this chapter. 

SECTION 34, AMENDMENT, Section 54-17,3-02 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-17.3-02, Jurisdiction of the commtufon. The commission, aotlng through 
the eHlee of tho atale geeleglat director of oll and gaa, has Jurisdiction and authority to 
enforce the ~eleAe ef sections 54-17.3-01 through 64-17.3-08. The commission has 
authority to make such Investigations as It deems proper to determine whether facts 
exist which justify action by the commission, The commission has authority to adopt 
rules and Issue orders to effectuate the Jt~e"1Iel&Ae ef sections 54-17.3·01 through 
54-17.3-08. 

SECTION 35. AMENDMENT. Section 64-17,3-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-03. Permit required, A permit must be obtained by any person, 
organization, Institution, or company engaged on one's own behalf or on behalf of 
another to: 

1. Identify or evaluate paleontologlcal resources to satisfy state or federal 
requirements: or 

2. Investigate, excavate, collect, or otherwise record paleontologlcal 
resources on land owned by the state or Its pofltlcat subdivisions. 

A permit may be Issued upon filing of an application that contains Information 
prescribed by tho &tate goeloglot director of oll and gas and upon the applicant's 
payment to the etete geeleglst director of oil and gas of the fee set by the etate 
geeleglot director of oil and gas. The state geeleglet director of oU and gas may waive 
the fea requirement If the applicant Is an Instrumentality of the state. A permit may be 
Issued only for the activities and at the locations described In the permit application. 

SECTION 36. AMENDMENT. Section 54-17.3-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3--04. Permit .. Duration .. Revocation. A permit Issued under sections 
54-17.3-01 through 64-17.3-08 expires on December thirty-first of the year In which It Is 
Issued. A permit may be extended upon written request to the elate geeleglet director 
pf oil and gas before expiration of the permit and upon payment to the elate geeleglet 
director of oil and gas of the fee set by the slate t,eeleglat director of oil and gas. A 
permit may be revoked at any time If It appears the permlttee secured the permit 
through false Information or that any activities performed by the permlttee aro being 
conducted negligently or Improperly, or without regard for the careful preservation and 
conservation of the paleontologlcal resource. 
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SECTION 37. AMENDMENT. Section 54-17.3•05 of the North Dakota Century 

Code Is amended and reenacted as follows: 

54-17,3-05. Coordination of quaternary fossil finds. The etale geeleglal 
director of oil and Qai shall notify the director of the state historical socletr of all 
quaternary paleontologlcal finds reported to the etato geo~glet director Qj)il AOQ..9.M 
whloh potentially or actually contain cultural resources, The treatment of Elites 
containing both paleontologloal remains and cultural resources must be handled In a 
manner jointly agreed upon by the elate geoleglel dlrQotor of on and ga1 and the 
dlreotor. The term cultural resources has tho same definition as the term Is defined In 
section 55-03·00, 1, 

SECTION 38. AMENDMENT. Section 54-17 ,3-06 of the North Dakota Century 
Code Is amended and reenaoted as follows: 

64-17.3-06. Protection of paleontologlcal specimen• and alt••· Any 
paleontoloaloal resource found or located upon any land owned by the state or Its 
pollUoal subdivisions may 1 ,ot be destroyed, defaced. altered, removed, or otherwise 
disposed of In any manner without approval of the elate goeletlet dlr~tpr of oil sod 
gn, The etete geologlet director of oil 2.nd gas shalt determine the significance of the 
paleontologloal resource to the understanding of the pateontologlo and geologic history 
of North Dakota. It Is. the responslbtllty of the state and Its poUtlcal subdivisions to 
cooperate with the etale geelqlat director of ~II and gas In identifying and Implementing 
any reasonable altematlve to destruction or alteration of any paleontologlcal resource, 

SECTION 39. AMENDMENT. SeoUon 54~17.3-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

l 
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54-17.3-01. Transfer of paleontologlcal resources. The elate 1eeleglet 

director of oH and ~as may exchange with or transfer to universities, colleges, 
governmental bodes, and scientific Institutions duplicate paleontologlcal resources It 
holds. The state historical society must receive pref ere nee for the receipt of duplicate 
paleontologloal resources. 
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SECTION 40. AMENDMENT. Section 54 .. 17.4.01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-01. Definitions. As used In this chapter, unless the context otherwise 
requires: 

1 . 11Commlsslon11 means the North Dakota Industrial commission. 

2. "State geeleglet" MeaAs t~e NeFth Dal<eta state geeleglet Direotor" means 
the director of on and gas. 

3. "Survey" means the North Dakota geological survey, 

SECTION 41. AMENDMENT. Subsection 14 of section 54-17.4-02 of the North 
Dakota Century Code is amended and reenacted as follows: 

14. Consider such other scientific and economic questions In the field of 
geology as in the judgment ot the etate geeloglol director Is fieemee 
determined to be of value to the people of the state. 

SECTION 42. AMENDMENT. Section 54M17.4-06 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-06. State geeleglst Director .. Authority. The state geologist director 
is the E):<ecutlve and administrative head of the survey and shall exercise the powers of 
the office and be responsible for the execution of its duties. 

Page No, 10 38015.0205 

TM •fol'Oll'•tc t-,ee on tht• fH• 1rt 1ecur1tt reproduetfona of recorcM dttfwrld to Noditrn tnforatton tvtt .. for •tcroftt1h11 Ind 
Wtrt fflllld fn t~ reoul•r courat of tutn111. Tht phototraflhfc procua Neta atandlrdl of the AMerfcen National ltlndlrdl INtftutt 
(ANSI) for archfwit MfcrofftM, NOl'IClr H tht f flllld ,..,. lbovt ta ltt• lttfbl• than thf• Nott ct, ft .. due to the qu1lftv of tht 

. doclalt btf,.. ff lMld, ~ 

·1 D(J bb ~ ID 30 <>3'. . ~,l,.11" ... ,~ ~~ I 1 

; 
l 
1 

J: 

.J 



-. 

r 
SECTION 43. AMENDMENT. Section 64· 17 ,4•07 of the North Dakota Century 

Cod& Is amended and reenacted as follows: 

54•17.4-07, &late 19eleglet Qlrector .. Grants, funde, and contracts. The 
elate geek:tt}lsl dir§C.lQt, with the approval of the commission, may accept and expend 
money fr0m and enter Into contracts with federal, state, local, or other public entitles to 
carry out the purposes of this ohapter or to provide geological services. If such funds 
exceed appropriations made by the leglalaUve assembly, the etato gooleglat director 
shall seek emergency commission approval for their expenditure. 

SECTION 44, AMENDMENT. Section 54-17 .4-09 of the North Dakota Century 
Code is amended and reenacted as follows: 

54-17.4-09. &tale 1eele9let DJreotor- Specimens collected• Exhibited· 
Exchanged. The etate goeloglot director shalt cause proper specimens, skJllfully 
prepared, secured, and labeled. of rooks, minerals, ores, coals, fossils, and other earth 
rr.aterlals discovered or examined In the course of tho geological surveys to be 
preserved for public Inspection free of cost. The state geeleglet dlreotor1 when 
practicable, shall cause duplicate specimens in reasonable numbers and quantities to 
be collected and preserved for the purpose of exchange with or transfer to universities, 
colleges, governmental bodies, and scientific Institutions. 

SECTION 45. AMENDMENT. Section 54-17.4-10 of the North Dakota Century 
Code Is amended and reenacted as follows: 

, 54-17.4'"10. &late 1eelegl1t Director .. Purchase and aale of maps• 
Appropriation. The &tale geolegiet Is e~dhoriieE.t te director ma~ purchase 
cartographic products from the federal government for the purpose of reselling the 
producto to the public at a fee set by the elate geeloglet director. AU moneys collected 
from the sale of the products must be deposited In the cartographic products fund. This 
fund must be maintained as a special fund and all moneys transferred Into the fund are 
he~el,y appropriated and must be used and disbursed solely for the purpose of paying 
the elate geeleglst's director's cost of purchasing and reselling the products. 

SECTION 46. AMENDMENT. Section 54-17.4•11 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-11. State 1eeleglal Director• Colleges and universities .. 
Cooperation. The board of higher education and the survey shall develop a 
cooperative agreement for the sharing of books, equipment, and other physical 
resources. 

SECTION 47. AMENDMENT. Section 54-17.4·12 of the North Dakota Century 
Code ls amended and reenacted as follows: 

54-17.4-12. State gealeglst Director - Collection of global positioning 
system data - Fee. All moneys collected for the sale of global positioning system 
community-base station data must be deposited In the global positioning system 
community-base station fund. This fund must be maintained as a revolving fund and all 
moneys transferred into the fund are hereby appropriated and must be used and 
disbursed solely for the purpose of paying the state geelegJst'e director's cost of 
collecting and distributing the data. This fund Is not subject to section 54-44.1 ·11. 

SECTION 48. AMENDMENT. Subsection 1 of section 61M28-03 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1 , The state water pollution control board consists of thirteen persons. The 
board must Include the state health officer, state engineer, director t1f the 
game and fish department, state geeleglet director of oll and gas, and nine 
other members appointed by the governor, three of whom must be 
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representatives of produotlon agriculture, two of whom must be 
representatives of manufaoturlng and processing, one of whom must be a 
representative of the solid fuels Industry, one of whom must be a 
representative of the fluld and gas fuels Industry, one of whom must be a 
representative of the environmental sciences, and one of whom must be a 
represer. tatlve of county or municipal government. 

SECTION 49. REPEAL. Section 54-17 .4 .. 05 of the North Dakota Century Code 
Is repealed. 

SECTION 60. EFFECTIVE DATE. Sections 14 through 49 of this Aot become 
effective on January 1, 2004. • 

Renumber accordingly 
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.. 38015,0206 Prepared by the Legislative Council staff for 
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I Tlde.0300 Senate Appropriations 

Fiscal No, 2 April9,2003 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO, 1015 

Page 1, line 3, after the third semicolon Insert .. to amend and reenact sections 16-05-07, 
15-05-16, and 23-20.2-03, subsections 2 and 4 of secuon 23·25-02, sections 
23-29-07,6, 23-29-07,7, and 23-33-10, subdivision k of subsection 1 of section 
38-08-04, sections 38-08-04.2, 38·12·02, 38-12-0S, 38-12.1-01, 38-12, 1 ·02, and 
38·12.1-04, subsection 1 of section 38-12,1-05, subsections 12 and 24 of section 
38-14,1•03, subsection 2 of section 38·14,1-21, sections 38-15-03, 38-19-03, 38-19-04, 
54•17.3•02, 54-17.3-03, 54.17,3 .. 04, 54-17.3-05, 54-17.3-06, 54-17.3-07, and 
54-17,4-01, subsection 14 of seotk>n 54-17.4-02, sections 54-17.4-06, 54-17.4-07, 
54-17.4-09, 54-17,4-10, 54-17,4-11, and 54-17,4·12, and subsection 1 of sectfon 
81-28-03 of the North Dakota Century Code, relatlJ to the state geologist; to repeal 
section 54-17.4-05 of the North Dakota Century C e, relating to the state geologist: to 
provide an effective date;• 

Page 1, Une 14, replace "61264,047" wfth 11518711834 .. 

Page 1, Une 15, replace "1,9471591 11 with 11 1,916,55911 

Page 1, Une 19, replace .. 44,380,92811 with .. 43,957,683 .. 

Page 1. U11e 20, replace .. 37,296,489 .. with "37,295,870" 

Page 1, line 21, replace 117,084,439" with .. 6,681,81311 

.·) 
·--.~-/ 

Page 2, line 1, replace 11181546,603 .. with "16,527,614 11 

Page 2, llne 2, replace 1111,372,00011 with "11,014,932 .. 

Page 2, line 5, replace 1130,243,60311 with "29,867,546" 

Page 2, llne 14, replace 1116.703,856" with .. 16,690,956 .. 

Page 2, tine 18, r&place 1130,01 a,2a2• with "30,005,382" 

Page 2, line 211 replace .. 3,934,267 .. with "3,929,907 .. 

Page 2, line 25, replace "33,618,207" with "33,613,847" 

Page 2, llne 26, replace "15,159.439 .. with "14,736,813" 

Page 2, llne 27, replace "131,176,581 .. with "130,782,645 .. 
I 

Page 2, llne 28, replace "146,336,020 .. with "145,519.458" 
I 

I 
Page 41 llne 5, after "TRANSFER" Insert 11

• INDUSTRIAL COMMISSION REPORT 
; 
r ~ .. -._,,__ ,'I, ,, 
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Page 4, line 11, after the period Insert "The Industrial commission shall repcrt to the fifty-ninth 
leglslatlve aasembty regarding the mlll and elevator assoolatlon's net Income to date 
arid estimated net Income for the remainder of the 2003-06 biennium.• 

Page 5, after tine 31 , Insert: 

"SECTION 14. AMENDMENT. Section 15-05 .. 07 of the North Dakota Century 
Code Is amended and reenacted as follows: 

15-05-·07. Board to aacertaln and keep tchedule of all land• on which coal 
e1dats. The board of university and school lands, with the assistance of the etete 
1eale1fet dtreotor of on and gas, shalt ascertain and determine the quantity and 
description of all lands under Its control on which coal exists and shall compile and keep 
a statement and schedule of alt such lands. 

SECTION 15. AMENDMENT. Section 15-05-16 of the North Dakota Century 
Code Is amended and reenacted as follows: 

15-05-18. Reporta -•• •••'•••• p1reotor ot 011 and au• state 
department of health. The etele 1eel't9t dlreotor of on and g~ or the state 
department of health. on the reguest of e board of university and school lands, shall 
visit any land leased under section 15-05-09 and shall make a report of the visit to the 
board. The etete geelett director of oU and gas or the state Jepartment of health may 
not receive a fee for ma ng the examination and report but must be paid necessary 
e)(penses Incurred In connection therewith. 

SECTION 18. AMENDMENT. Section 2~ .. 20.2-03 of the North Dakota Century 
Code ls amended and reenacted as follows: 

23-20.2-03. JurlldlcUon of the Industrial commlulon. The commission has 
Jurisdiction and authority and ls charged with the responslblllty to enforce the provisions 
of this chapter. This chapter does not apply to any activity regulated under chapters 
23-29, 38-08t 38-12. 61-28, and 61·28.1. The commission acting through the eHlee 8' 
the etete geeleglet director of olt and gas has the authority: 

1. To require: 

a. 

b. 

o. 

Identification of ownership of all faclUties and equipment used for the 
underground storage and retrlevaf of material and waste disposal. 

The making and filing of all logs and reports on facHlty tooatlon, 
drilling. boring, excavating, and construction and the filing, free of 
charge, of samples, core chips. and complete cores, when requested, 
In the office of the state geeleglst director of oH and gas. 

The drilling, boring, excavating. and construction of facllftles In a 
manner to prevent contamination and pollution of surface and ground 
water sources and the environment. 

d. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the provisions of this 
chapter, and the rules of the commission relating to the underground 
storage and retrieval of material and waste disposal. 

e. Metering or other measuring of all material Injected. emplaced, stored, 
disposed Into, or retrieved from any faclllty regulated by this chapter. 
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t. That every person who operates a faolllty for the underground storage 
and retrieval of material or for waste dlaposal In this state shall keep 
and maintain complete and accurate records of the quantities and 
nature of material stored, retrieved, or dlapoaed of, which records 
must be available to the commission or Its agents at all times, and that 
every such person flle with the commission such reports as ft may 
prescribe. 

g. That upon termination of the operation of any faolllty or aotMty 
regulated by this chapter, the operator of such faollfty shall restore the 
surface as nearly as possible to its orlglnal condition and productivity. 

2. To regulate: 

a. The drfltlng, boring, excavating, and construction of all underground 
storage, retrieval, and waste disposal facilities. 

b. Operations to assure the optimum performance of all faclHtles 
regulated by this chapter. 

3. To limit and prescribe the nature, quantity, and source of materials to be 
stored In, whether as waste or otherwise, or retrieved from any facHlty 
regulated by thts chapter. 

4. To promulgate and to enforce rules, regulations. and orders to effectuate 
the purposes of this chapter. 

The Jurisdiction granted the commission by this chapter Is not exclusive and does not 
affecL the Jurisdiction of other govemmentat entities. 

SECTION 17. AMENDMENT. Subsections 2 and 4 of section 23-25-02 of the 
North Dakota Century Code are amended and reenacted as follows: 

2. There Is hereby estabtlshed an air pollution control advisory council. 
hereinafter referred to as the advisory council, of nine members to Include 
the state health officer, the elate 1eeteatet director of olf and gas. the 
director of the department of transportation, and sh< other members to be 
appointed by the governor, one of whom must be a representative of 
county or munlclpal government, one a representative of the solid fuels 
Industry, one a representative of the flukf and gas fuels Industry, one a 
representative of the environmental sciences, a, ld two appointed at large. 

4. The advisory council shall seleot Its own chairman from among Its 
members. The state health officer, etate fJeele1let director of oil and gas. 
and director of the department of transportation each may designate a 
principal deputy or assistant to act In the officer's place and stead. The 
chief sanitary engineer of the state department of health, or that officer's 
designated assistant, must be the principal administrative officer of the 
council, 

SECTION 18. AMENDMENT. Section 23-29~07.6 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-29-07.S. Preconstructlon site review. The department. In cooperation with 
the state engineer and the etate 1eolet9t glr~tor of oil and gas. shall develop criteria 
for siting a solid waste disposal facility ased upon potential Impact on environmental 
resources. Any appflcatlon for a landfill permit received after the department develops 
siting criteria as required by this section must be reviewed for site sultabllfty by the 
department after consultation wlth the st~te engineer and etate geele~hM director of oU 
and gas before any site development. Site development does not Inc ude the 
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assessment or monitoring assoolated with the review as required by the department In 
consultation with the state englnHr and etate 1eele1let dlrootor of on and gag. 

SECTION 19. AMENDMENT. Seo~on 23·29·07.7 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-29-07.7. Review of exl1tlna munlolpal wait• llndfllla. By July 11 1995, 
the state engineer and etete 1eel911et djrector otoH and 011 shatl complete site 
sultabllfty reviews of all existing munlolpal waste landfills wfthfn the state. The reports of 
such reviews must be provided to the department for use In site Improvement, site 
remediation, or landflll closure. 

SECTION 20. AMENDMENT. SeotJon 23-33· 10 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-33-10. Wellhead protection program. The department In cooperation with 
the state engineer and elate 1eelefllat director of on and gas shall assist In 
Implementing a pubtio water supply wellhead proteotlon program for protection of 
ground water resources utilizing existing state and local statutory authority. 

SECTION 21. AMENDMENT. Subdivision k of subsection 1 of section 
38-08-04 of the North Dakota Century Code Is amenderl and reenacted as foltows: 

k. The filing free of charge of samples and core chips and of complete 
cores when requested In the office of the atote 1eel91let ,11rector of oU 
and gas within six months after the completion or abandonment of the 
well. 

SECTIO .. 22. AMENDMENT. Section 38-08-04.2 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-08-04.2. Director of oil and gas. The Industrial commission is authorized 
to appoint a director of oil and gas and to set the director's salary within the limits of 
legislative approyr,ations. =A.e h"iuatrial MMMieelo,i M&V Elealgnate the otate 1eel9liat 
aa the ii,eeter ot-eH aNt ••· 

SECTION 23. AMENDMENT. Section 38-12·02 of the North Dakota Century 
Code Is amended and reenacted as fotlows: 

38-12-02. Jurisdiction of commlaalon. The commission has Jurisdiction and 
authority over all persons and property, public and private. necessary to enforce 
effeotlvely the provisions of this chapter. Subject to the provisions of section 38~08·21, 
the atate geeleglot director of oil and gas shall act as a supervisor charged with the dut<J 
of enforcing the regulations and orders of the commission applloable to the subsurface 
mineral resources of this state and the provisions of this chapter. The commission has 
authority to make $UCh Investigations as It deems proper to determine whether facts 
exist which justify action by the commission. The commission acting through the office 
of the etate 1eelegiet director of oll and gas has the authority: 

1, To require: 

a. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the fufl compliance with the provisions of this 
chapter, and the rules and regulations of the commission prescribed 
to govem the exploration, development, and production of subsurface 
minerals on state and private lands within the state of North Dakota. 

b. The delivery, free of charge, to the state geele~let director of oil and 
gu of the basic exploration data collected by t e operator, within 
thirty days of field colleotlon of such data. This data must Include: 
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(1) 

(2) 

(3) 

(4) 

Sample cuts. core ohlpa, or whole cores, 

Sample logs, radioactivity logs, resistivity logs, or other types of 
etectrioal or mechanical loga, 

Elevation and looatlon Information on the data collection points. 

Other pertinent Information as may be requested by the etete 
1eele1let dlr,gtor of oH and gaa. 

The data so submitted Is confidential for a period of one year when so 
requested by the operator and such period may be further extended 
upon approval by the commlaalon. 

o. The filing of monthly production reports In the manner prescribed by 
the commission, and any other reports deemed necessary by the 
commission. 

d. The conducting of all exploration, development, and production 
operatfona In such a manner as to prevent pollution of freshwater 
supplies, to provide for the protection of the environment and public 
safety, and to ensure the optimum recovery of the mineral resource. 

e. The reclamation of all land disturbed by operations regulated by this 
chapter to a condition consistent with prior land use and productfve 
capacity. 

2. To regulate the drilllng. and abandonment of exploration test holes and 
producing wells and all other exploration, development. production. and 
reclamation operations. 

3. To promulgate and to enforce rules, regulations. and orders to effectuate 
the purposes and the Intent of this chapter. 

4. To Inspect all exploration, devPlopment, and production sites. For the 
purpoaes of this subsection. , · •; atete 1eel911t1 director of on and gas or 
his representative shall have access to afl expforadon. development or 
production Installations for purposes of Inspection and shall have the 
authority to require the operator's aid If same Is necessary and Is 
requosted. 

SECTION 24. AMENDMENT. Section 38· 12-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12-G3. Permit required. It Is untawfut to commence operations for the 
exploration, development, or production of subsurface minerals without first obtaining a 
permit from the etete 1eele1let director of on and ~•· under such rules and regulations 
as may be prescribed by the commission and pay ng to the commlS$lon a fee for each 
such permit In an amount to be prescribed by the commission. 

SECTION 25. AMENDMENT. Section 38-12.1-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12.1-01. Leglalatlve flndlnga. The teglslatlve assembly of the state of 
North Dakota finds that: 

'i. The dlscovery and evaluation of coal deposits Is advantageous In an 
Industrial society. 
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2, Coal occurs hidden under the ground and must be saarched for by diverse 
teohnlques, and that the search, expk)ratlon, or prospecting for coal Is a 
neceuary and e)(penslve prerequisite to coal extraction and for land use 
planning In coal-bearing areas. 

3, It Is to the benefit of society to allow coal exploration and to require the 
Information generated from e)(ploratlon to be available to tho eHlee ef the 
etate geekt"8t director of oO and ga1, 

SECTION 28. AMENDMENT. Section 38-12.1-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12.1-02. D.-claratlon of policy. It Is hereby declared to be In the pubHo 
Interest to have persons engaged In coal exdoration or evaluatton .report their findings 
to the eHlee of the atate 1eela1111 director of_gU and gas so that data on the location, 
quantity, and quality of coal, and the charaoterlsttcs of associated materjaf, will be 
available to assist the state In determining what the attitude of the state should be 
regarding future development of coal resources, 

SECTION 27. AMENDMENT. Section 38-12.1-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12.1-G4. Jurlldlctton of commlulon. The commission has Jurfsdlctfon 
and authority over all persons and property, both public and private, necessary to 
effectively enforce the '9'Gti1lelen1 et thfs chapter. The atete rn:•le1let director of oH and 
gu shalt act aa a supervisor charged with the duty of enforc ng the regulations and 
orders of the commission appHcatile to the provisions of this chapter. The commlsslon 
has authority to make such Investigations as It -'••"'• determlnes proper to determine 
whether facts exist which Justify aotJon by the commission. The commission acttng 
through the eHlee ef the atete 1eeleglet director of oH and gas has the authority: 

1. To require: 

a. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full complfance with the provfslons of this 
chapter, and the rules and regulations of the commission prescribed 
to govem the e><ploratlon for coal on state and private lands and roads 
used In coal e><pk)ratlon within th& state of North Dakota. 

b. The delivery, free of charge, to the etate 1oofe1let director of oU and 
gy of the basic data collected during the course of the e>cploratlon 
within a reasonable time as may be prescribed by the &tale ,:0101111 
director of oil and gas. The data so submitted Is confldentfa and 
available only to the office of the atate geele1lat director of oH and gas 
for official purposes for a period of two years. and such period of 
confklentlallty must, upon application, be extended for one-year 
periods by the etate 1eele1ist director of oil and gas. for a totaJ period 
not to exceed ten years unless It Is demonstrated that such period 
should be further extended In order to prevent possible resulting harm 
to the person, his successors, and assigns. who delivered such basic 
data to the elate 1eole1let director of olf and gas, The basJo data 
must Include, If speclflcaHy requested by the state geelefllet director of 
on and gas and If the Information has been developed by or for a 
person conducting the exploration: 

( 1) Sample outs. 

(2) Drillers' logs, sample togs, radioactivity logs, resistivity logs, or 
other types of eleotrloal or mechanical logs. 
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(3) 

(4) 

Elevatlon and locatlon Information on the data colleotlon points. 

Other pertinent Information aa may be required by the tMte 
1eele1111 director of ou and gaa. 

To require the plugging, covering, or reburial In an appropriate manner so 
as to protect environmental quality, general health and safety, and 
economic values, of all holes, pita, or trenches t)(cavated during the course 
of coal e)(ploration. 

3, To promulgate and enforce rules, regulations, and orders to effectuate the 
provisions, purpose, and Intent of thl• chapter. 

4, To Inspect all drtlllng or exploration sites, For the purposes of this 
subsection, the atele 1eele1l1t dlrecior of on and gu or hi9 the dlrectots 
representative ah•II har;e bu access to all drlUlng or exploration 
Installations regulated by this chapter for the purpose of lnspectlo11 and 
sampling and MaH her.-e the awthe,lt)· le mn require the operators' aid If 
he the director finds It necessary and requests It. 

5, Notwithstanding any of tho other provisions of this section, the commission 
acting through the office of the etete rele1let director of oU and ~~ shall 
require that any lands substantially d turbid In coal e>eploratlon, nc udlng 
e><cavatlons, roads. drill holes, and the removal of necessary facUltles and 
equipment be reolalmed In accordance with the applicable performance 
standards of section 38-14.1 •24. Reclamation must be accompllshed so as 
to protect environmental quality, general health and safety, and economic 
values. 

SECTION 28. AMENDMENT. Subsection 1 of section 38-12.1-05 of the North 
Dakota Century Code ts amended and reenacted as follows: 

1. It Is unlawful to commence operations for driHlng for the e><ploratlon for coal 
without first obtaining a permit from the etat• 1eelegl1t director of oll and 
gu, under such rules .,... ,e1uletieAa as may be prescribed by the 
commission, and paying to the commission a fee of one hundred dollars for 
each such permit area. The permit application must Include a descrlptfon 
of the exploration area, and the period of proposed e><ploratlon. The permit 
must be granted within thirty days after proper applfoatfon Is st1bmltted 
therefor. 

SECTION 29. AMENDMENT. Subsections 12 and 24 of section 38-14.1-03 of 
the North Dakota Century Code are amended and reenacted as follows: 

12. To '9MMt,loate tegt,latloAa adopt rules consistent with state law, In 
consultation with the atete releglat director of oH and gas, state 
department of health, and t e state engineer for the protection of the 
quality and quantity of waters affected by surface coal mining operations. 

24. To provide by ,e11:tlaMeA rult for the conservation and utlllzatlon of other 
minerals found within the permit area during surface coal mining and 
reclamation operations In consultation with tho elate goeloglot director of oll 
and gas and to approve plans for the use of such other mlnorals outside 
the permit area so long as the permlttee affirmatively demonstrates that 
such removal Is lawful and will provide equal or great&r protection to the 
envlronme1lt and to public health and safety and will achieve reclamatlon 
consistent with the purposes of this chapter, 

SECTION 30. AMENDMENT, Subsection 2 of section 35 .. 14,1 .. 21 of the North 
Dakota Century Code Is amended and reenaoted as follows: 
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2. The commlaslon1s approval or modification of the permit or permit revision 
application must Include consideration of the advice and technloal 
aulstance of the state historical aoclety, the atate department of health, the 
state soll conservation commlttH, the state game and fish department. the 
state forester, the•••• fi'':!t' dlrtotor of oU and gas. and the state 
englnHr, and may also nol those state agencies versed In S<Nls, 
agronomy, ecology, geology, and hydrol~y, and other agencies and 
Individuals e)(perf enoed In reclalmlng surface mined lands. 

SECTION 31. AMENDMGNT. Seotion 38-15•03 of the North Dakota Century 
Code la amended and rHnaoted as follows: 

38-15-03. Jurtldlotlon of commlnlon. The commission has continuing 
Jurisdiction and authority over all persons and property, public and private, necessary to 
enforce effeotively the provisions of this chapter. The etato 1eele91et director of on and 
gu shall aot as a supervisor charged wtth enforcing the regulations and orders of the 
commission applicable to the provlslons of this chapter. The commission has authority 
to make Investigations It deems proper to determine whether facts Etxlst which Justify 
action by the commission. The commission has the authority: 

1. To require the furnishing of a reasonable bond with good and sufficient 
surety, conditioned upon the full compliance with the provisions of this 
chapter. and the rules and regulations of the commlsolon prescribed to 
govern, satisfy, and resolve confllcttng Interests among producers within 
North Dakota. 

2. To resolve conflicting Interests of producers of natural resources which 
cannot be voluntarily concluded by them In the publlo Interest to ellmlnate 
waste. to the end that the producer, landowner, and mineral owner realize 
the greatest possible economic advantage. 

3, To promulgate and to enforce rules. regulations. and orders to effectuate 
the purposes and Intent of this chapter. 

SECTION 32. AMENDMENT. Section 38-19-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-19-03. Jurtldlctlon of U. commlulon. The commission has Jurisdiction 
and authority and Is charged wtth the responslbillty to enforce the preYlaieAe ef this 
chapter. This chapter does not apply to any activity regulated under chapters 38-08, 
38-121 33 .. 12.1, 38-14.1, and 61-28. The jurisdiction granted to the commission by this 
chapter Is not exclusive and does not affect the Jurisdiction of other governmental 
entitles. The commission acting through the office of tho etete geeleglet director of olt 
and gas has the a,.,thorlty: 

1. To require: 

a. Identification of ownership of all faolllties, lnstallatlons, and equipment 
used In the extraction of geothermal energy. 

b.. The making and flllng of all logs and reports on faclllty location, 
drilllng1 boring, excavating. and construction and the flllng. free of 
charge, of samples, core chips, and complete cores, when requested, 
In the office of the elate 1eeleglat director of oll and gas. 

c. The drllllng, boring, casing, e)(oavatlng, plugging, and construction of 
faellltles In a manner to pr,tvent contamination and pollution of surface 
and ground water sources and unnecessary environmental 
degradation. 
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d, The furnlahlng of a reasonable bond with good and eufflolent surety. 
conditioned upon the full compllanoe with the rules of the commlsslon 
relating to the e><traotion of geothermal energy. 

e, Metering or meaaurfng all products extracted from or by means of a 
faomty regulated by this chapter. 

f. That every person who operates a geothermal energy extraction 
facility In this state shalt keep and maintain eom~ete and accurate 
records of the quantftfea and nature of products e>etraoted from or by 
mean, of any faolllty, and the ultimate dlaposftlon of such products, 
which records must be avaltable to the commlaalon or its agents at all 
timea, and that every such person file with the commission suoh 
reports as It may prescribe. 

g. That upon termination of the operation of any faclllty or activity 
regulated by this chapter, the operator of the faolllty shall restore the 
surface as nearly as possible to Its original condition and productivity, 

2, To regulate: 

a. The drilling, boring, excavating. and construction of alt geothermal 
energy extraction facilities. 

b. r'·:: 1~ !rations to assure the optimum performe.iice of all facflltles 
tt·gulated under this chapter. 

3. To limit and prescribe the nature, quantity, and source of geothermal 
energy to be extracted from any facility regulated by this chapter. 

4. To adopt roles and Issue orders to effectuate the purposes of this chapter. 

SECTION 33. AMENDMENT. Section 38· 19-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-19-04. Permit or report required, It is unlawful to commence any · 
operations for the drilling. boring, excavating, or construction of a geothermal energy 
extraction faolllty, which ls used for other than private residentfat heating and cooling 
purposes, without first securing a permit from the etale 1eelellet director of oil and gas, 
under such rules as may be adopted by the commlaalon and after paying to the 
commission a fee for each such facllity In an amount to be prescribed by the 
commission by rule. The fee set must be related to the cost or regulation and 
Inspection under this chapter. 

A report Is required upon completion of any geothermal energy extraction facility 
used solely for private resldentlat heating or cooling purposes. The report must be 
prepared by the geothermal energy extraction faclHty Installer on a form provided by the 
etate geeleolet dfrector of oll and gas and must be tumlshed to the et-ate goeloglot 
dmm.r of oil and gas within thirty days after the completion of the faclllty. The report 
must contain relevant Information the atelo aooleglet dlrQQtor of oil and gas requires 
relating to the environmental safety of the facility, Including the facllfty owner and 
location, a log of formations penetrated, If any, system specifications and design, and 
ftulds used in the facfllty. 

Alt construction of geothermal energy extraction facilities must comply with rules 
adopted under this chapter. 

SECTION 34, AMFNDMENT. Section 54-17.3-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 
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54-17,3-02, Jurfadlotlon of the oomml .. lon. The commission, acting through 
the eHIN •• the elate 1eele1111 dlregtgr of oU •~ gu, has Jurisdiction and authority to 
enforce the ,,.,Yl,111111 et sections 54-17,3•01 t7ough 54-17.3•08, The commlaelon has 
authorlW to make such lnvesUgaUons aa It deema proper to determine whether facts 
exlat which juadfy action by the commlsek>n. The commlulon haa authority to adopt 
rules and luue orders to effectuate the,.,. • .,,,,,,.. ef sections 54•17.3•01 through 
54•17.3-08, 

SECTION 38, AMENDMENT, Seotion 54•17,3-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17,3-4)3. Ptnnlt requlrtd. A permit must be obtained by any person, 
organization, Institution, or company engaged on one'r ,;.~n behalf or on behalf of 
another to: 

1. Identify or evaluate paleontologloal resources to satisfy state or federal 
requirements: or 

2, Investigate, excavate, collect, or otherwise record paleontologloal 
resources on land owned by the state or Its political subdivisions, 

A permit may be Issued upon flllng of an application that contains Information 
prescribed by the elate 1eel91let djregtor of oil and gas and upon the SPPllcant's 
payment to tho ~ director of oH and gu of the fee set by the etete 
1,9e1e11,1 dfrectorotoll and oas: The ••• r::.91111111 director of on and gas may waive 

e fee requirement if the applicant Is an Ins mentallty of the state. A permit may be 
Issued only for the activities and at the locatlor1a described In the permit appUoatlon. 

SECTION 36. AMENDMENT. Section 54-17.3-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-04. Permit• Duration• Revocation. A permit Issued under sections 
54-17.3-01 through 54-17.3-08 expires on December thirty-first of the year In which It Is 
Issued. A permit may be extended upon written request to the etate 1eele1lel dfractor 
of oH and gas before expiration of the permit and upon payment to the etate 1eel•~•t 
dlrectoc of oH and gu of the fee set by the etete 1eele1let director of oll and gas. 
permit may be revoked at any tfme If It appears the permlttee secured the permit 
through false Information or that any activities performed by the permlttee are being 
conducted negligently or Improperly. or without regard for the careful preservation and 
conservation of the paleontologlcal resource. 

SECTION 37. AMENDMENT. Section 54-17.3-05 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-05. Coordination of quaternary fossil finds. The otate aeelealet 
director of oH and gas shall notify the director of the state historical socletv of all 
quatemaf"'/ paleontologlcal finds reported to the atate 1eel91let dlrtctor ofoH and gu 
which potentially or actually contain cultural resources. The treatment of sites 
containing both paleontologlcal remains and cultural resources must be handled In a 
manner Jolntty '3greed upon by the atate 1eele1la1 director of on and gas and the 
director. The term cultural resources has the same definition as the term Is defined in 
section 55-03-00, 1. 

SECTION 38. AMENDMENT. Section 54 .. 17.3-06 of the North Dakota Century 
Code Is amended and reenncted as follows: 

54-17.3-08. Protection of paleontologlcal specimens and sites. Any 
paleontologlca, resource found or located upon any land owned by the state or Its 
political subdivisions may not be destroyed, defaced, altered, removed, or otherwise 
disposed of In any manner without approval of the elate geeleglal director of oU and 
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gu, The •••e 1eel11let dlceqtor,:J.;oll •~ QM shalt determine the algnitloance of the 
pateontolog'°al resource to the u rata Ing of the paleontologlc and geologic history 
of North Dakota. It la the re nslbHlty of the state and Its poUtloal subdivisions to 
cooperate with the dlrfotor gf oH a~ gg In Identifying and Implementing 
any reasonable alternative to eatruo on or alterat n of any paleontologloal resource. 

SEl'}TION 31. AMENDMENT, Section 54-17,3-07 of the North Dakota Contury 
Code Is amended and reenacted as follows: 

54-17.3-07. Tran,ter of paleontologlcal rt10Urce1. The atete 1eo1etlat 
d!reotgr of oil and gas may exchange with or transfer to unfveraltlea, colleges, 
governmental bodes, and aolentlflo Institutions duplicate paleontotoglcat resources It 
holds. The state hlstorloal society must receive preference for the receipt of duplicate 
paleontologlcal resources. 

SECTION 40. AMENDMENT. Section 54•17.4-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-01. Deflnltlon1. As used fn this chapter, unless the context otherwise 
requires: 

1. 11Commlsslon11 means the North Dakota Industrial commission. 

2. 118tete teele1i1r MeaP11 the Nefth 98'~ata etata 1eela1l1t Olrector• means 
the director of oil and gas. 

3. •survey• means the North Dakota geological survey. 

SECTION 41. AMENDMENT. Subsection 14 of section 54-17.4-02 of the North 
Dakota Century Code Is amended and reenacted as follows: 

14, Consider such other sclentiflc and economic questions In the field of 
geology as In the judgment of tho o&ate aeeletlet dlreotor Is deemed 
determined to be of value to the people of \he state. 

SECTION 42. AMENDMENT. Section 54-17.4-06 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-06. 1111111ele11et Director• Authority. The atale 1eele1lat director 
Is the executive and administrative head of the survey and shall exercise the powers of 
the office and be responslbte for the execution of Its duties. 

SECTION 43. AMENDMENT. Section 54-17 .4-07 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-07. ••ri•l•1l11 Director• Grantl, funds, and contracta. The 
stale geele1lal director. wi the approval of the commission, may accept and expend 
money from and enter Into contracts with federal, state, locaf, or other public entities to 
carry out the purposes of this chapter or to provide geological services. If such funds 
exceed appropriations made by the leglslatfve assembly, the state geeleaiet director 
shall seek emergency commission approval for their expenditure. 

SECTiON 44. AMENDMENT. Section 54-17.4-09 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-09. &tale 1eele1let Director• Specimens collected• Exhibited• 
Exchanged. The state geeleelet director shall cause proper specimens, skillfully 
prepared, secured, and labeled, of rocks, minerals, ores, coals, fossils, and other earth 
materials discovered or examined In the course of the geological surveys to be 
preserved for publlo Inspection free of cost, Tho etate geele9lot director, when 
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praotloable, shalt cause duplicate specimens In reasonable numbers and quantities to 
be oollected and preserved for the purpose of exchange with or transfer to universities, 
colleges, go11ernmentat bodies, and solentlflo Institutions. 

SEC''\rlON 48. AMENDMENT. Seotlon 54-17.4-10 of the North Dakota Century 
Code Is ame1,c:ted and reenacted as foHows: 

54-17,.4-1 o. Stell 1eele1let DlrtCtQt • Purchm and sale of map, • 
Appropriation. The stale geeleglel la awlhe•l1eEI te director may purohase 
cartographic products from the f ederat government for the purpose of re selfing the 
products to the public at a fee set by the atate geeteglaf dkootor. All moneys collected 
from the sale of the products must be deposited In the cartographic products fund. This 
fund must be maintained as a special fund and all moneys transferred Into the fund are 
ha.eb~ appropriated and must be used and disbursed solely for the purpose of paying 
the etato geeloglat'e director's cost of purchasing and reselling the products, 

SECTION 48. AMENDMENT. Section 54-17.4 .. 11 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-11. State .. oletl•t Director• Coller"• and unlversltl•• • 
Cooperation. The board of higher eduoatlon and the survey shall develop a 
cooperative agreement for the sharing of books, equipment, and other physical 
resources. 

SECTION 47. AMENDMENT. Section 54-17.4-12 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-12. State •••laglet Qlrector • Collection of global positioning 
system data - Fee. All moneys collected to( the sale of global positioning system 
community-base station data must be deposited In the global positioning system 
communlty•base station fund. This fund must be maintained as a revolving fund and all 
moneys transferred Into the fund are hereby appropriated and must be used and 
disbursed solely for the purpose of paying the e•eto ooeloglet'e director's cost of 
collecting and distributing the data. This fund ls not subject to section 54-44, 1 • 11. 

SECTION 48. AMENDMENT. Subsection 1 of section 61-28-03 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1. The state water pollution control board consists of thirteen persons. The 
board must Include the state health cfflcer, state engineer, director of the 
game and fish department, atate geeleglet director of on and gas, and nine 
other members appointed by the g.·wernor, three of whom must be 
representatives of production agrlouHJ1re, two of whom must be 
representatives of manufacturing and processing. one of whom must be a 
representative of the solid fuels lndu:}try, one of whom must be a 
representative of the fluid and gas fuels Industry, one of whom must be a 
representative of the environmental sciences, and one of whom must be a 
representative of county or municipal government. 

SECTION 49. REPEAL. Section 54•17.4~05 of the North Dakota Century Code 
Is repealed. 

SECTION 50. EFFECTIVE DATE. Sections 14 through 49 of this Act become 
effective on January 1, 2004 ... 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No.1015 .. Summary of Senate ~ctlon 
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Hou .. BIii No, 1015 11 lnduatrlal Comml11lon • senate Action 
EXECUTIVE HOUSE SENATE: SENATE 

BUOOET VERSION CHANGES VERSION 

8alatlet and Wagtt $8,332,714 $8,264,047 ($392,213! $5,871,11:M 
O.,.,ating•~ 1,IM'l,591 1,947,591 (31,032 1,1116,559 ~-- 88,300 118,300 6$,300 
Gtants 18.270.000 18,270,000 18.270,000 
Bondpaymenta .!WU'S 1i,~,ffl! 1i,~1ti.Q 

T otll •~ hJndl $,«,449,695 $«,330,928 ($423,245) $43,957,~ 

Leu ntlmaticl ln00n'II ~u a1.a1Mtt ,W_1Jl ~~ 
Gener,! fund $7,1it8,771 $7,0M,"39 ($422,626) $8,681,813 

FTE l:ie,37 58.37 (5.00) 63,37 

Dept. 409 • lndu1trlal commlulon • Detail of Senate Changea 
REDUCES ADOS 

AEDUOES REDUCES FUNDING FOR FUNOINGAND 
AECOMMENOEO FUNDINGFOA SALARIES AND 1 FTE POSITION 
J=UNDING fOR INFORMATION WAGES AND FOR TOTAL 

HEALTH rEOHNOLOGV REMOVES 8 FTE PETROLEUM SENATE 
INSURANCE t COSTS2 POSITIONS3 ENGINl:EA4 CHANGES 

Salariff 1M Waoet ($6,089) ($635,500) $149,378 ($392,213l 
Opetaling e>q)enltt ($31,032) (31.032 
~ ...... 
GtlM'lls 
BOnd paylTilll'\ta 

Totala#funde ($8,089) ($31,032) ($535,500) $149,378 ($423,246) 

Leu estimated lncomt WJ). WJ1 
General fund ($5,470) ($31,032) ($535,600) $1-49.378 ($422,828) 

FTE 0.00 o.oo (8.00) 1.00 (6.00) 

1 Th!s a~t reduces the funding for~• employef heluth ln.u,ance J)l'emk.lmt frol'n $493 to $488.70 pet month, 

2 This amendment r,ducet funding lot lnfotrnallon technology bV $31,032 from the QeM(al fund, which uiprestni. • reduction In lnfomiatlot1 
technology funding from the general fund of IIPPl'O~ 4 petcenl, 

3 This amendment rilduces funding lot l&larles~ by $535,600 from the general fund and remcwes 8111 F're poShlons as • ~suit ol the 
meroer of tht OIi and GIi Dlvlsl6n Ind tht survey, 

.. Thie amtl'ldrnent adds fundlr'lg and one FTE tor the pettolelJm ~ IV pot/tlon which w• ttmoVed l1om tM Oil lll'ld Ga Olvlslon In tht 
G<wtmor's recommtndatlon, 

Hou .. BIii No.1015 .. Bank of North Dakota• Senate Action 

Satarltsandw8gk 
Operating tlq)WM 
~welt 
Contlngencltl 

EXECUTIVE 
BL&.)GET 

$18,722.968 
11.312,000 

825,000 
1,500,000 

HOUSE 
VERSION 

$16,54$,800 
11,372,000 

82$,000 
1,600,000 

SENATE 
CHANGES 

($18,989) 
(351.0e&) 
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SENATE 
VERSION 

$16,627,814 
11,014.932 

825,000 
1,600,000 

38015,0206 
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wrt fftMld fn the reeul1r courtt of bl»int11. Thi phototr.,fo procttt MHtt 1tlflderdl of tht Mtrfcen National ltlndlrda ln1tftutt , ' 
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r 
n 

'~ 

)' 

PAOI !\Ind s,100,ggg e,100,000 5,700,000 
=kurt PAO& tU!ld 1,L 1,◄ff,000 1,4ff,OOO 

klgla,mtf ~ ~ 
Tolll d fundl $38,4$4,Ne $38,31U03 ($378.057) $37,94U48 

L ... ttdmattd Income 11.~11.m ~!l&~~.~ tuMJn a1.1111~ 
Gttltt'llfund .. ,078.000 $8,078,000 to $8,0711.000 

FTE 17U0 17UO 0.00 1'1U0 

Dept. 471 • Bink of North Dakota • Detall of Stnat• Chana-
REOUOES REOUOES 

ASCOMIN()ED rUN0~~OR 
FUNOI FOR INFO TION TfflAAt. HEALTH TEOHNQl.00\1 SE TE 
INSURANCE 1 COST82 CHANGES 

sallrlttand~a(lft ($18.989) ~•1a,eeel Qpe,atlng ,..,..,... ($367,068) 1367.068 

~~ PA~E nd 
~ut• PACE fund 
8iglnnlngfatmtf 

Total .. lundl ($18.989) ($357.0e&) ($378.057) 

L ... tttlmlttd lncomt L1.UDl '3§7iQH) ~.11 
Genefal fund so so $0 

FTE 0,00 o.oo o.oo 
t Thi• amendment reducn the fundlno fat ata tmployN hNlttl lneurance pttmkl,,- fMm $493 IO •• 70 pe, month, 

2 Thia ~t rtducff fundlna fOt ~ •.noloOY by $357.088 ftoni ~ funds, whlOh !tptftlnts a rtdtJMion In lnfom\ltlon 
l.c:hnolOCW I~ from tpeOial lUflde (1' app,o~ 4 petOlflt, 

House BUI No.1015 • Houalna Finance Agency .. Senate Action 
EXECUTIVE HOUSE SENATE SENATE 

BUDGET VERSION CHANGES VERSION 

8allriel and WlgN $3,976.792 $3,9:M,267 ($4.360) $3,929,907 
Opettlllng t,q>tnNt 2,•UIS,560 2,415,!ieO 2,415,660 
Gttnla 27,188,380 27,188,380 27,188,380 
HFAcon~ ~ ~ ~ 

T*lllfundl $33,tSe0, 732 $33,818,207 ($4,380) $33,813.847 

L ... ~ lncomt u.111.zu ;g.111.i.Q7 ~ aa,11~.~.z 

Gtneral fund so $0 $0 $0 

FTE 43,00 4300 0,00 43.00 

Dept. 473 • HoullrlG Finance Agency • Detall of Senate China-
REDUCES 

RECOMMENDE!O 
FUNOINGFOR TOTAL 

HeAt.TH SENATE 
INSURANCE 1 CHANGES 

salarlffal'ICIWIQN ($4,380) ($4,360) 
Qf)«atltlO •icpenttt 
Granta 
HFA condngencltt ----
Tolal al tundl ($4,380) ($4,360) 

l881 ntlmated Income ~ ~ 

~ralfund $0 $0 

F1E 0,00 o.oo 
1 Thia amen~ Ill fOOi!~I the funding fot ltltt, tmployet htakh ln8llfance pttmluffll from $493 to $488. 70 J)tl' month. 

Hou1e BIii No, 101s • MUI ind Elevator• Senate Action 
EXEOlJTIVE 

8UOOET 

$16,703.858 
13,014,◄26 

250,000 
~ 

HOUSE 
VERSION 

$18,70a,858 
13.014,42e 

260,000 
~ 

SENATE 
CHANGES 

($12,900) 
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SENATE 
VERSION 

$t8,69c).95& 
13,014,426 

250,000 
~ 
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Totlldfundl $30,018,282 $30,01Ul2 t•12.100) 

L ... tttlmalfldlnootnt lQ1Q!l1all ~1g111all ~ 

Gl!WtllNnd to $0 $0 

FTS t2tl,00 125,00 o.uo 

Dept. 475 • MIit and es.vator • o.tall of aenatt Chanotl 

f!H\~E8 RJ~~D 
HeAl.TH 

INSUAANOE t 

(t12,IOO) 

1•12,800) 

LW.Qfll 

$0 

0,00 

YOTAL 
&eNATS 

CHANGES 

(,12,100) 

($12,900) 

UUA!ll 
so 

0,00 

$30,00&,3'3 

H,RB,S 
$0 

12&,00 

1 Thia~~ th1'l 1undlclQ fol'"°' eniplovtf htllth lnlUtMOt premiuml from $493"' $488,70 SMW month, 

Thia amendment also regutrea t.he MIii and Elevator A8800iatlon to report to the 59th Legf statlve 
Assembly regarding the MIii and Ele'lator'a net Income to date and estimated net Income for the 
remainder of the 2003-06 biennium. 
Sections are added changing the statutory reference from State Geologist to director of oil and gas, 

effeotlve January 1. 2004, 
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Date: f,/4 
Roll Call Vote#:/ 

2003 SENATE STANDING COMMITTEE ROLL<;~ VOTES 
BILURESOLUTION NO, / 0/S 

Senate Appropriations Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Acti<111 Taken oo Poss as Mltvnt/µ1 
Mollon Made By &(!. ~ Seconded By Omtltual-

Senators Yes.i No Senators Yes No 
Senator Holmberg, Chairman v .. 
Senator Bowman, Vice Chair V 
Senitor Grlndberg, Vice Chair ..,.. 
Senator Andrist I/~ 
Senator Christmann V 
Senator Kilzer t/ 
Senator Krauter V 
Senator Kringstad v' 
Senator Lindaas V 
Senator Mathern ,/ 
Senator Robinson v ,, 

Senator Schobinge V .. 
Senator Ta1Jackson I/ 
Senator Thane c/ 

Total 
/ 

(Yes) _____ :/_,_ ___ No -~6.t... _________ _ 

· Absent 

Floor Assignment 

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

' . . 
~·s;,_,: ~ ·i·~ .. '11/JI~}.,,'., ;',,,''.:,( 1: ',.(::~;,_',_' 

\1tt afcroe,..,fo s..., on thf• fU• •r• aeeur1tt r•-.otfw of rtcordl dtlfvtrtd to Modern lnfON1tfon tvet• for •fcrofflMf,. ffi:f 
wr1 fft-, fn the r11Ul1r cour11 of busfntt1. Tht photo0ra,,ttfc proctt1 MNtl 1tlndar<M of th• AMtrfctn Natf onat ttlf'ldlrdl Jnttftut• 
(AMII) for ll"ehfval aforoUl111. HOflC11 U tht fflltld .... ebow ... lffl ltafblt than thf• Notfce, ft ,. dut to the quetfty of tftl . ..,_t ... ,._ fllood, ~ 

;&;!001' ... ~~~¼C:::.-.. IDI 3ql<>3' · Optr or'•• 1n1turt . ate 
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REPORT OP STANDING COMMmee (410) 
Aprll 10, 2003 10:01 a.m. 

Module No: SR-85-7303 
Olrrler: Sohoblnger 

lnHrt LC: U015.0206 Title: ,OSOO 

REPORT OF STANDING COMMITTEE 
HB 101&, •• engroued: Approprt1tlon• Committee (Sen. Holmberg, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (9 VEAS1 5 NAYS, 0 ABSENT AND NOT VOTING), Engrossed HB 1015 
was placed on the S1>eth order on the calendar. 

Page 1, tine 3, after the third semicolon lneert "to amend and reenact seotlons 15-05·07, 
15-05-16, and 23-20,2-03, subseotlons 2 and 4 of seotlon 23-25-02, sections 
23·29-07.6, 23 .. 29-07.7, and 23-33-10, subdivision k of subsection 1 of section 
38·08·04, seotlons 38-08•04.2, 38-12-02, 38·12-03, ae-12.1 .. 011 38·12,1-02, and 
38-12.1•04, subsection 1 of section 38-12,1-06, subsections 12 and 24 of section 
38 .. 14.1·03, subsection 2 of section 38 .. 14.1-21, sections 38-15·03, 38-19-03, 38-19-04, 
54-17.3-02, 54-17.3-03, 54 .. 17,3 .. 04, 54-17,3-05, 54-17.3•06, 54-17.3-07, and 
64·17.4-01, subsection 14 of section 54-17.4-02, sections 54•17,4-06, 54·17.4•07, 
54•17.4•09, 54·17.4-10, 54•17.4-11, and 54-17,4-12, and subsection 1 of section 
61-28 .. 03 of the North Dakota Century Code, relating to the state geologlsti to repeal 
secUon 54-17,4·05 of the North Dakota Century Code, relatlng to the state geologist; to 
provide an effeotlve date;" 

Page 1, fine 14, replace "6,264,047" with "5,871,834" 

Page 11 fine 15, replace "1,947,591" with "1,916,559" 

Page 1, line 19, replace "44,380,928" with "43,957,683" 

Page 1, llne 20, replace "37.296.489" with "37.295,870" 

Page 1, line 21, replace "7,084,439" with "6,661,813" 

Page 2, line 1, replace "181546,603" with "16,527,614" 

Page 2, tine 2, replace "11,372,000" with "11,014,93211 

Page 2, Hne 5, replace •ao,243,603" with "29,867,546" 

Page 2, line 14, replace "16,703,856" with 1116,690,95611 

Page 2, line 18, replaetl 1130,018,282" with 1130,005,382 11 

Page 2, line 21, replace "3,934,26711 with 113,929,907" 

Page 2. llne 25, replace *33,618,207" with "33,613,84711 

Page 2, llne 26, replace "15,159.439*wlth 1114,736,813" 

Page 2, tine 27, replace 11 131,176,581" with 11130,782,645" 

Page 2, llne 28, replace "146,336,020 11 with "145,519.458" 

Page 4, tine 5, after "TRANSFER" Insert 11
• INDUSTRIAL COMMISSION REPORT" 

Page 4, line 11, after the period Insert "The Industrial commission shall report to the fifty-ninth 
legfslativo assembly regarding the mill and elevator association's net Income to date 
and estimated net Income for the remainder of the 2003-05 biennium." 

Page 5, after line 31, Insert: 

(2) DESK, (3) COMM Page No. 1 SR-65,7303 

TM ■to,.._,.fo , ..... on thf• ffl• •r• 1ecur1tt rtpro-.ottn •f r~rdl dllfwrtd to Nodtrn lnforNtfon tyat .. for •fcrofftl'fn, and 
were ffllltd fn th• rer,ular cour1t of butfnett. 'l'ht .,t,otogr,phf o procH1 MHtl 1tendlrdl of tht Aatrtc1n Natfonal ltandlrdl lnatftutt 
(Mitt) for 1rchtv1l •fcroftlM. NO'l'ICl!1 ,, th• ffltild , .... ebow ,. lNt leotbl• thin thfl Notte,, ft,. due to the qu11lfty of thl 
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Insert LC: 38015,0206 Tltle: ,0300 

"SECTION 14. AMENDMENT. Seotlon 15-05-07 of the North Dakota Century 
Code ls amended and reenacted as follows: 

1 S.05-07. Board to aacertafn and kNp achedul• of 1tl l1nd• on which coal 
exl1t1. The board of university and school lands, with the assistance of the etate 
geelePtlet director of on and gas, shall ascertain and determine the quantity and 
desor ptlon of all lands under Its control on whloh coal exists and shall compile and 
keep a statement and schedule of all such lands. 

SECTION 15. AMENDMENT, Section 15-05 .. 18 of the North Dakota Century 
Code Is amended and reenacted as follows: 

15-05-16. Report, .. Stale ••••••'•• Director of on and gas .. State 
department of health. The elate geeloe director of oll and gas or the state 
department of health1 on the request of the ard of university and school lands, shall 
visit any land leased under section 15-05 .. 09 and shall make a report of the visit to the 
board. The etate ,oeloglotdlreotor of on and gas or the state department of health may 
not receive a fee or making the examination and report but must be patd necessary 
expenses Incurred In connection therewith. 

SECTION 18. AMENDMENT. Section 23-20.2-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23--20.2-03. Jurisdiction of the Industrial commission. The commission has 
jurisdiction and authority and Is oharged with the responslblllty to enforce the provisions 
of this chapter. This chapter does not apply to any activity regulated under chapters 
23-29, 38-08, 38-12, 61 -28, and 61-28, 1. The commission acting through theeffiee of 
the atate geeleglot director of oil and gas has the authority: 

(2) Ol:SI<, (3) COMM 

1. To require: 

a. 

b. 

c. 

d. 

e. 

Identification of ownership of all facllltles and equipment used for the 
underground storage and retrieval of material and waste disposal. 

The making and filing of all logs and reports on facility looatlon, 
drllllng, boring, exoavatlng1 and construction and the flllng, free of 
charge, of samples, core clllps, and complete cores, when requested, 
In thA office of the state geeletletdlrector of oll and gas. 

The drilling, boring, excavating, and construction of facilities In a 
manner to prevent contamination and pollution of surface and ground 
water sources and the environment. 

The fw nlshlng of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the provisions of thls 
chapter, and the rules of the commission relating to the underground 
storage and retrieval of material and waste disposal. 

Metering or other measuring of all material Injected, emplaced, 
stored, disposed Into, or retrieved from any facility regulated by this 
chapter. 

f. That every person who operates a faclllty for the underground 
storage and retrieval of material or for waste disposal In this state 
shaU keep and maintain complete and accurate records of the 
quantities and nature of material stored, retrloved1 or disposed of, 
which records must be available to the commission or Its agents at all 

Page No. 2 ,H1-es-1aoa 
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times, and that every suoh person file with the commission such 
reports as It may prescribe, 

g, That upon termination of the operation of any faolllty or activity 
regutated by this oh apter, the operator of suoh faolllty shall restore the 
surface as nearly as possible to Its original condition and productivity. 

2, To regulate: 

a. The drllllng, boring, excavating, and oonstruotlon of all underground 
storage, retrieval, and waste disposal faollltles, 

b. Operations to assure the optimum performance of all faollltles 
regulated by this chapter. 

3. To limit and prescribe the nature, quantity, and source of materials to be 
stored In, whether as waste or otherwise, or retrieved from any faclllty 
regulated by this chapter. 

4. To promulgate and to enforce rules, regulations, and orders to effectuate 
the purposes of this chapter. 

The jurfsdlotlon granted the commission br this chapter Is not exclusive and does not 
affect the jurlsdlotlon of other governmenta entitles. 

SECTION 17, AMENDMENT. Subsections 2 and 4 of section 23-25-02 of the 
North Dakota Century Code are amended and reenacted as follows: 

2. There Is hereby established an air pollution control advisory counoll, 
hereinafter referred to as the advisory council, of nine members to Include 
the state health officer, the etate geeloglet director of oU and gas. the 
director of the department of transportation, and six other members to be 
appointed by the governor. one of whom must be a representative of 
county or municipal government, one a representative of the solid fuels 
Industry, one a representidlve of the fluid and gas fuels Industry, one a 
representative of the environmental sciences, and two appointed at large. 

4. The advisory council shall select Its own chairman from among Its 
members. The state health officer, etate geoleglatdlreotor of oil and gati, 
and director of the department of transportation each may designate, a 
principal deputy or assistant to aot In the officer's place and stead. The 
chief sanitary engineer of the state department of health, or that offlcer•s 
designated assistant, must be the principal administrative officer of the 
counoll. 

SECTION 18. AMENDMENT. Section 23 .. 29-07.6 of the North Dakota Century 
Code Is amended and reenacted as follows: 

23·29-07.6. Preconstructlon site review. The derartment1 In cooperation 
with the state engineer and the etate geelegletdlrector of al and gas, shall develop 
criteria for siting a solid waste disposal facility based upon potential Impact on 
environmental resources. Any appllcatlon for a landfill permit received after the 
department develops siting criteria as required by this section must be reviewed for site 
sultablllty by the der,artment after consultation with the state engineer and etete 
goeleglstdf reotor of o I and gas before any site development. Site development does 
not Include the assessment or monitoring associated with the review as required by the 

(2) OESK, (3) COMM Page No. 3 SR·86•7303 
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department In consultation with the state engineer and atate ooelealot dfaw.tgr of oil 
and gas. 

SECTION 19. AMENDMENT, Section 23-29-07,7 of the North Dakota Century 
Code Is amended and reenaoted as follows: 

23-29-07.7. Review of existing munlclpal wa1te landfUla. By July 1, 1995, 
the state engineer and elate oeeleatetdlreotor of oU and gas shall complete site 
sultabHlty reviews of all existing municipal waste tandfllls within the state, The reports 
of such reviews must be provided to the department for use In site Improvement, site 
remediation. or landfill closure. 

SECTION 20. AMENDMENT. Section 23 .. 33.1 O of the North Dakota Century 
Code Is amended and reenacted as follows: 

23-33-10. Wellhead protection program. The department In cooperation with 
the state engineer and &tale geeloglekffreotor of oil and gas shall assist In 
Implementing a publlo water supply wellhead protection program for protection of 
ground water resources utlllzlng existing state and Jooal statutory authority. 

SECTION 21. AMENDMENT. Subdivision k of subsection 1 of section 
38-08-04 of the North Dakota Century Code Is amended and reenacted as follows: 

k. The flllng free of charge of samples and core chips and of complete 
cores when requested In the office of the etate geoleglat dLreotor of 011 
and gas within slx months after the completion or abandonment of the 
well. 

SECTION 22. AMENDMENT. Section 38·08-04.2 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-08-04.2. Director of oll and gas. l'he Industrial commission Is authorized 
to appoint a director of oil and gas and to set the dlreotor's salary within the limits of 
leglstatlve appropriations. +he lnElt1etfial 88f'AMl991en Ma~ dealgAate lhe elate geeleolet 
aa lhe dlreeter efell and gae. 

SECTION 23. AMENDMENT. Section 38-12-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12-02. Jurisdiction of commlaslon. The commission has Jurisdiction and 
authority over all persons and property, public and private, necessary to enforce 
effectively the provisions of this chapter. Subject to the provisions of section 38-08-21, 
the etate geeleglet director of olt and gas ShP.11 act as a supervisor charged with the 
duty of enforcing the regulations and orders of the commission applicable to the 
subsurface mlne1al resources of this state and the provisions of this chapter. The 
commission has authority to make such Investigations as It deems proper to determine 
whether facts exist which justify action by the commission. The commission acting 
through the oh'loe of the elate geelegle~dlrector of oil and gas has the authority: 

(2) DESK, (3) COMM 

1. To require: 

a. The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon the full compliance with the provisions of this 
chapter, and the rules and regulations of the commission prescribed 
to govern the 0xploratlon, development, and production of subsurface 
minerals on state and private lands within the state of North Dakota. 
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b. The delivery, free of charge, to the elale 1eele1letdlregtgr of on am~ 
au of the baslo exploratlon data collected by the operator, with n 
thirty days of fleld coflectlon of such data, This data must Include: 

(1) 

(2) 

(3) 

(4) 

Sample cuts, core chips, or whole cores. 

Sample logs, radioactivity logs, resistivity logs, or other types of 
eleotrloal or meohanloal logs, 

Elevation and looatlon Information on the data oolleotlon points. 

Other pertinent Information as may be requested by theetate 
1eele11et dlmPtor of on and gas. 

The data so submitted Is confldentlal for a period of one year when so 
requested by the operator and such period may be further extended 
upon approval by the commission. 

o. The flllng of monthly production reports In the manner prescribed by 
the commission, and any other reports deemed necessary by the 
commission. 

d. The conducting of all exploration, development, and production 
operations In such a manner as to prevent pollution of freshwater 
supplies. to provide for the protection of the environment and publlo 
safety, and to ensure the optimum recovery of the mineral resource. 

e. The reclamation of all land disturbed by operations regulated by this 
chapter to a condition consistent with prior land use and productive 
capacity. 

2. To regulate the drllllng. and abandonment of exploration test holes and 
producing wells and all other exploration, development, production, and 
reclamation operations. 

3. To promulgate and to enforce rules, regulations, and orders to effectuate 
the purposes and the Intent of this chapter. 

4. To Inspect all exploration, development, and production sites. For the 
purposes of this subsection, the elate geelegletdlreotor of oll and gas or 
his representative shall have access to all exploration, development or 
production Installations for purposes of Inspection and shall have the 
authority to require the operator's aid If same Is necessary and Is 
requested. 

SECTION 24, AMENDMENT, Section 38· 12-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12-03, Permit required. It Is unlawful to commence operations for the 
exploration, development, or production of subsurface minerals without first obtaining a 
permit from the etale geeleglel director of oll and gas, under such rules and regulations 
as may be prescribed by the commission and paying to the commission a fee for each 
such permit In an amount to be prescribed by the commission. 

SECTION 25. AMENDMENT. Section 38-12.1w01 of the North Dakota Century 
Code Is amended and reenacted as follows: 
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38-12.1-01, Leglalatlve finding,. The leglslatlve assembly of the state of 
North Dakota finds that: 

1. The discovery and evafuatlon of coal deposits Is advantageous In an 
lndustrlat soolety, 

2. Coal ooours hidden under the ground and must be searched for by diverse 
techniques, and that the search, exploration, or prospecting for coal Is a 
necessal'y and expensive prerequisite to coal extraction and for land use 
planning In coal-bearing areas. 

3, It Is to the benefit of society to allow coal exploration and to require the 
Information generated from exploration to be available to the efflee ef t .. e 
etate geelottlot director of oll and o~. 

SECTION 28. AMENDMENT. Section 38-12.1 .. 02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-12,1-02. Declaration of policy. It Is hereby declared to be In the publlo 
lriterest to have persona engaged In coal exploration or evaluation report their findings 
h1 the efflee ef tAe atate gee,eglat direotor of oH and gas so that data on the looatlon, 
quantity, and quaflty of coal, and the characteristics of associated material, will be 
avallable to assist the state In determining what the attitude of the state should be 
regarding future development of coal resources. 

SECTION 27. AMENDMENT. Section 38· 12 .1-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

3&-12,1--04, Jurisdiction of commission. The commission has jurlsdlotlon 
and authority over all persons and property, both publlo and private, necessary to 
effectively enforce the p•e~laleAe ef this chapter. The etate geeleglet director of oll and 
gn shall aot as a supervisor charged with the duty of enforcing the regulations and 
orders of the commle;slon appllcable to the provisions of this chapter. The commission 
has authority to make such Investigations as It aeeMe determines proper to determine 
whether facts exist which justify action by the commission. The commission acting 
through the 8"iee of ~he etate geelegletdlrector of oU and gas ha~ the authority: 

(2) DESK, (:1) COMM 

1. To require: 

a. The furnishing of a reasonable bond with good and sufficient surety1 
conditioned upon the full compliance with the provisions of this 
chapter, and the rules and regulations of the commission prescribed 
to govern the exploration for coal on state and private lands and 
roads used In coal exploration within tho state of North Dakota. 

b. The delivery, free of charge, to the state geolegletdlrector of oil and 
g.u of the basic data collected during the course of the exploration 
within a reasonable time as may be prescribed by the state geeteelet 
director of oll and gas. The data so submitted Is confldentlal and 
available only to the office of the state geoleglet director of oll and 
QM for official purposes for a period of two years, and such period of 
confldentlallty must, upon application, be extended for one-year 
periods by the etate goelogiot dlr~ctor of oll and gas, for a total period 
not to exceed ten years unless It Is demonstrated that such period 
should be further extended In order to prevent possible resulting harm 
to the person, his successors, and assigns, who delivered such basic 
data to the etate geeleglstdir,ctor of oU and gas. The basic data 
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must Include, If specffloally requested by the atate ~':!?let dlreotor 
Qf 2H Arni gu and lf the Information has been deve o by or for a 
person conducting the exploration: 

(1) 

(2) 

(3) 

(4) 

Sample cuts. 

Drillers• fogs, sample logs, radioactivity logs, resistivity logs, or 
other types uf eleotrloal or mechanical logs. 

Elevation and location Information on the data collection points, 

Other pertinent Information as may be required by theetate 
geoleglet d!reotor of oll and gas. 

To require the plugging, covering, or reburial In an appropriate manner so 
as to prote<;t environmental quality, general health and safety, and 
economic values, of all holes, plts1 or trenches excavated during the 
course of coal exploration. 

To promulgate and enforce rules, regulations, and orders to effectuate the 
provisions, purpose, and Intent of this chapter. 

4. To Inspect all drilling or exploration sites. For the purposas of this 
subsection, the elate geeletiet director of o!Lgnd gas or hie the director's 
representatlveehall ha¥e bM access to all drltllng or exploration 
Installations regulated by this chapter for the purpose of Inspection and 
sampl!n~ and ehall ha¥e the a~IRefliy te ~ require the operators' aid If 
he the dlrector finds It necessary and requests It. 

5. Notwithstanding any of the other provisions of this section, the commission 
acting through the office of the etate geelegiotdlrector of oil and ~as shall 
require that any lands substantially disturbed In coal exploratlon,ncludlng 
excavations, roadst drill holes, and the removal of necessary facilities and 
equipment be reclaimed In accordance with the aQpllcable performance 
standards of section 38 .. 14.1-24. Reclamation must be accomplished so 
as to protect environmental quality, general health and safety, and 
economic values. 

SECTION 28. AMENDME~JT. Subsection 1 of section 38·12.1M05 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. It Is unlawful to commente operations for ckilllng for the exploration for 
coal without first obtaining a permit from theetate geeleglot director of oll 
and gg. under such rules &Ad ~egYlatleAs as may be prescribed by the 
commission, and paying to the commission a fee of one hundred dollars 
for each such permit area. The permit application must include a 
description of the exploration area, and the period of proposed exploration. 
The permit must be granted within thirty days after proper application Is 
submitted therefor. 

SECTION 29. AMENDMENT. Subsections 12 and 24 of section 38 .. 14.1-03 of 
the North Dakota Century Code are amended and reenacted as follows: 

12. To f:)feMwlgate ~egulatleAe adopt rules consistent with state lawt In 
consultation with the state goelogiot director of oil and gas, state 
department of health, and the state engineer for the protection of the 
quality and quantity of waters affected by surf ace coal mining operations. 
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24. To provide by regulalloA ndl for the conservation and utlllzatlon of other 
minerals found within the permit area during surface coQI mining and 
reclamation operations In oonsultatlon with the elate ~eele,,lat director of 
oJI and gas and to approve plans for the use of such ot er m nerals outside 
the permit area so long as the permlttee afflrmatlvety demonstrates that 
such removal Is lawful and will provide equal or greater protection to the 
environment and to public health and safety and will achieve reclamation 
consistent with the purposes of this chapter. 

SECTION 30. AMENDMENT. Subsection 2 of section 38-14.1-21 of the North 
Dakota Century Code Is amended and reenacted as follows: 

2. The commlsslon•s approval or modification of the permit or permit revision 
appllcatlon must Include consideration of the advice and technloal 
assistance of the state hlstorloal society, the state department of health, 
the state soll conservation committee, the state game and fish department, 
the state forester, the elate geeleglet dir.e.otor of on and gas, and the state 
engineer, and may also Include those state agencies versed In soils, 
agronomy, ecology, geology, and hydrology, and other agencies and 
Individuals experienced In reclaiming surface mined lands, 

SECTION 31. AMENDMENT. Section 38· 15-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-15-03. Jurisdiction of commission. The commission has continuing 
jurisdiction and authority over all persons and property, public and private, necessary to 
enforce effectively the provisions of this chapter. The elate geeleglet director of oil and 
QM shall act as a supervisor charged with enforcing the regulations and orders of the 
commission applicable to the provisions of this chapter. The commission has authority 
to make Investigations It deems proper to determine whether facts exist which justify 
action by the commission. The commission has the authority: 

1. To require the furnishing of a reasonable bond with good and sufficient 
surety, conditioned upon the full compliance with the ptovlslons of this 
ohapter1 and the rules and regulations of the commission prescribed to 
govern, satisfy, and resolve conflicting Interests among producers within 
North Dakota. 

2. To resolve confllctlng Interests of producers of natural resources which 
cannot be voluntarily concluded by them In the public Interest to eliminate 
waste, to the end that the producer, landowner, and mineral owner realize 
the greatest possible economic advantage. 

3. To promulgate and to enforce rules, regulations, anti orders to effectuate 
the purposes and intent of this chapter. 

SECTION 32. AMENDMENT. Section 38~19-03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

38-19-03. Jurisdiction of the commission. The commission has jurisdiction 
and authority and Is charged with the responsibility to enforce U,e prei.iieleAe ef this 
chapter. This chapter does not apply to any activity regulated under chapters 38-08, 
38-12, 38-12.1, 38-14,1, and 61 .. 28. The jurisdiction granted to the commission by this 
chapter Is not exclusive and does not affect the jurisdiction of other governmental 
~ntltles. The commission acting through the office of the state goeleglet gj~ctor of oil 
and gas has the authority: 
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1, To require: 

a, 

b. 

o. 

d. 

e. 

f, 

g. 

Identification of ownership of all faollltles, Installations, anu equipment 
used In the extraction of geothermal energy, 

The making and filing of alt logs and reports on faolllty looatlon, 
drlHlng, boring, excavating, and construction and the flllng, free of 
charge, of samples, core chips, and complete cores, when requested, 
In the office of the et-ate geelegletdlreotor of oH and gas. 

The drilling, boring, casing, excavating, plugging, and construction of 
faollltles In a manner to prevent contamination and pollution of 
surface and ground water sources and unnecessary environmental 
degradation. 

The furnishing of a reasonable bond with good and sufficient surety, 
conditioned upon t: ie full compliance with the rules of the commission 
relating to the e)(traetlon of geothermal energy. 

Metering or measuring all products extracted from or by means of a 
f aclHty reguJat1~ L'V this chapter. 

That every person who operates a geothermal energy extraction 
f aclllty In this state shall keep and maintain complete and acourate 
records of the quantities and nature of products extraoted from or by 
means of any facility, and the ultimate disposition of such products, 
which records must be avaltable to the commission or Its agents at all 
times, and that every suoh person flle with the commission such 
reports as It may prescribe. 

That upon termination of the operation of any facility or activity 
regulated by this chapter, the operator of the facility shafl restore the 
surface as nearly as possible to Its original condition and productivity. 

2. To regulate: 

a. The drlUlng, boring, excavating, and construction of all geothermal 
energy extraction f acllltles. 

b. Operations to assure the optimum performance of all facilities 
regulated under this chapter. 

3. To limit and prescribe the nature, quantity, and source of geothermal 
energy to be extracted from any facility regulated by this chapter. 

4, To adopt rules and Issue orders to effectuate the purposes of this chapter. 

SECTION 33. AMENDMENT. Section 38-19M04 of the North Dakota Century 
Code Is amended arid reenacted as follows: 

38-19-04. Permit or report required. It Is unlawful to commence any 
operations for the drllllng1 boring. excavating, or construction of a geothermal energy 
extraction faolllty. which Is used for other than prlvatA residential heating and cooling 
purposes, without first securing a permit from the state goel&fllltdlreotor of oll and gas, 
under such rules as may be adopted by the commission and after paying to the 
commission a fee for each such faclllty In an amount to be presorlbed by the 
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commission by rule. The fee set must be related to the cost or regulation and 
Inspection under this chapter. 

A report Is required upon completion of any geothermal energy e>etraotlon 
faolllty used solely for private resldentlat heating or cooling purposes, The report must 
be prepared by the geothermal energy extraction faclHty lmitaller on a form provided by 
theete4e 1eeleglll dl(ector of oll aocLgu and must be furnished to the etete ,-.,eleolet 
director of oU and gas within thirty days after the oompletlon of the faolllfy. The report 
must contain relevant Information the etale 1eelegletdlrectQr of oU aod gas requires 
relating to the environmental safety of the aolllty, lnoludlng the faolllty owner and 
location, a log of formations penetrated, If any, system specifications and design, and 
fluids used In the faolllty. 

All construction of geothermal energy extraotlon f aollltles must comply with 
rules adopted under this chapter. 

SECTION 34. AMENDMENT. Section 54-17.3-02 of the North Dakota Century 
Code ls amended and reenacted as follows: 

54--17.3-02. Jurisdiction of the commission. The commission, acting 
through the efflee ef the elate geologlet dlmgtor of oll and gas, has Jurlsdlotlon and 
authority to enforce the ~•ot1iel0Ae ef seotlons 54-17.3-01 through 54-17.3-08. The 
commission has authority to make such Investigations as It deems proper to determine 
whether faots exist which Justify action by the commission. The commission has 
authority to adopt rules and Issue orders to effeotuate the p•e"aleAe ef seotfons 
64•17.3·01 through 54-17.3-08. 

SECTION 35. AMENDMENT. Section 54-17.3•03 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3..()3. Permit required. A permit must be obtained by any person, 
organization, Institution, or company engaged on one's own behali or on behalf of 
another to: 

1. Identify or evaluate paleontologlcal resources to satisfy state or federal 
requirements; or 

2. lnv~stlgate, excavate, collect, or otherwise record paleontologlcal 
resources on land owned by the state or Its political subdivisions. 

A permit may be Issued upon flllng of an application that contains Information 
prescribed by the state geelegletgimctor of oil and gas and upon the appllcantts 
payment to thoetate goeloglet director of oil ~nd gas of the fee set by the state 
geeleglet dlreotor of oil and gas. Thestate geeleff+al director of oll and gas may wttlve 
the fee requirement If the applicant Is an Instrumentality of the state. A permit may be 
Issued only for the aotlvltles and at the locatlons described In the permit applloatlon. 

SECTION 36, AMENDMENT. Section 54-17 .3-04 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-04. Permit• Duration .. Revocation. A permit Issued undw sections 
54-17.3-01 through 54-17.3-08 e)(plres on December thirty-first of the year In which It Is 
Issued, A permit may be extended upon written request to the etete 1eelegletdlreotor 
of oll and gas before expiration of the permit and upon payment to the etate geeloglet 
director of oll 4nd gas of the fee set by the etato geologlot director of oil and gas. A 
permit. may be revoked at any time If It appears the permlttee secured the permit 
through false Information or that any activities performed by the permlttee are being 
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conducted negllgentty or Improperly, or without regard for the careful preservation and 
conservation of fhe paleontologlcal resource. 

SECTION 37. AMENDMENT. Seotlon 54-17.3-05 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-05. Coordination of quaternary fonll flnda. The stale 1eefeglet 
director ~ shall notify tho director of the state hlstorloal society of all 
quaternarypaleontofogloal finds reported to the etete eeefetletdfl'§Otor of e2U and ff'' 
whf oh potentially or actually contain cultural resources. Th& treatment of s tes 
containing both paleontologloal remains and cultural resources must be handled In a 
manner Jointly agreed upon by the etote geeloalat director Qt oll and ~a1 and the 
director. The term cultural resources has the same definition as the term s defined In 
section 55-03-00.1. 

SECTION 38. AMEtlDMENT. Section 54-17.3-06 of the North Dakota Century 
Cod~ Is amended and reenacted as follows: 

54-17.3-06. Protection of palt10ntologlcal specimens and sites. Any 
paleontologloal resource found or located upon any land owned by the state or Its 
potltloat subdivisions may not be destroy~, defaced, altered, removed, or otherwise 
disposed of In any manner without approval of the etate ooeloglot director of oil and 
gaa. The etate aeolegiet director <>f oil and gas shall determine the slgnlfloance of the 
paleontotogloal resource to the understanding of the paleontologlo and geologlo history 
of North Dakota. It Is the responslbUlty of the state and Its polltloal subdivisions to 
cooperate with the elate geeteglat director of oil and gas In Identifying and 
Implementing any reasona le alternative to destruction or alteration of any 
paleontologlcal resource. 

SECTION 39. AMENDMENT. Seotlon 54 .. 17 .3-07 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.3-()7. Transfer of paleontologlcal resources. The elate geeloglet · 
director of oil and gas may exohange with or transfer to universities, colleges, 
governmental bodies. and scientific Institutions dupllcat~ paleontologloal resources It 
holds. The state historical society must receive preference for the receipt of duplicate 
paleontologloal resources. 

SECTION 40. AMENDMENT. Section 54-17.4-01 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-01. Definitions. As used In this chapter, unless the context otherwise 
requires: 

1. "Commission" means the North Dakota Industrial commission. 

2. "State geeleglet" Meana tt:te ~e~u, Dal'8la slate geologist .Qlrector" means 
the director of oll ,md gas. 

3. "Surveytt means the North Dakota geological survey. 

SECTION 41. AMENDMENT. Subsection 14 of section 54-17.4 .. 02 of the 
North Dakota Century Code ls amended and reenacted as follows: 

14. Consider such other scientific and economic questions In the field of 
geology as In the Judgment of the elate geeloglatdlrector Is ejeemee 
determined to be of value to the people of the state. 
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SECTION 42. AMENDMENT. Section 54-17.4-06 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-06. State ~••le11e1 Plr:totor • Authority. The elate gool91tet ~ 
Is the executive and admln stratlve head of the survey and shall exero se the powers ot 
the office and be responsible for the execution of Its duties, 

SECTION 43. AMENDMENT. Section 54 .. 17.4-07 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-07. State 111le1let Director• Grants, funde, and contract1. The 
etate 1eele1let director, with the approval of tha commission, may accept and expend 
money from and enter Into oontraots with federal, state, local, or other publlo entitles to 
oarry out the PUrJx.>ses of this chapter or to provide geological services. If suoh funds 
exceed appropriations made by the legislative assembly, the state geelegiet director 
shaft seek emergency commission approval for their expenditure. 

SECTION 44, AMENDMENT. Section 54 .. 17,4 .. 09 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-09. &tel• .. •••••let Plreotor • Specimens collected - Exhibited -
Exchanged. The ~ director shall oause proper specimens, skillfully 
prepared, secured, and labeled, of rocks, minerals, ores, coals, fossils, and other earth 
materials discovered or examined In the course of the geological surveys to be 
presarved for publio Inspection free of cost. ·rhe etete 1eoleglet director. when 
practicable, shalt oause duplicate specimens In reasonable numbers and quantities to 
be collected and preserved for the purpose of exchange with or transfer to universities, 
colleges, governmental bodies, and scientific Institutions. 

SECTION 45. AMENDMENT. S$0tlon 54· 17 ,4 .. 10 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-10. s--11•;1et11;,t Dlreotor - Purchase and sale of maps -
ApfJroprlatlon. The otat~ ~HM le at:ilhe~leoEf te director may purchase 
cartographic products from the federal government for the purpose of reselling the 
products to the public at a fee set by the etate geelegietdlreotor. Alf moneys collected 
from the sale of the products must be deposited In the cartographic produc~ fund. 
This fund must be maintained as a special fund and all moneys transferred Into the 
furtd are he~el:ly appropriated and must be used and disbursed solely for the purpose of 
pa,\rlng the stale geoleglet'edlrector•s cost of purchasing and reselling the produots. 

SECTION 46. AMENDMENT. Section 54 .. 17.4~11 of the North Dakota Century 
Code Is amended and reenacted as follows: 

64-17.4-11. &tale geeleglst Director • Colleges and universities -
Cooperation. The board of higher education and the survey shall develop a 
cooperative agreement for the sharing of books, equipment, and other physical 
resources. 

SECTION 47. AMENDMENT. Section 54-17.4-12 of the North Dakota Century 
Code Is amended and reenacted as follows: 

54-17.4-12. Stele 1eoleglet Director • Collection of global positioning 
system data - Fee. All moneys eolteoted for the sale of global positioning system 
community-base station data mw;t be deposited In the global positioning system 
community-base station fund. This fund must be maintained as a revolving fund and all 
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moneys transferred Into the fund are hereby appropriated and must be used and 
disbursed solely for the purpose of paying the etate 1eete1let'1 dlct0tor's cost of 
cotlectlng and distributing the data. This fund ls not subject to seotlon 54 .. 44, 1 .. 11, 

SECTION 48. AMENDMENT. Subsection 1 of section 81-28-03 of the North 
Dakota Century Codo Is amended and reenacted as follows: 

1, The state water pollutton control board consists of thirteen persona. The 
board must Include the state health officer, state engineer, director of the 
gam~ and fish department, atater91ett1et dlreotor of on and gas. and nine 
other members appointed by e governor, three of whom must be 
representatives of production agriculture, two of whom must be 
representatives of manufacturing and processing, one of whom must be a 
representative of the solld fueJs Industry, one of whom must be a 
representatlvo of the fluid and gas fuels Industry, one of whom must be a 
representative of the environmental sciences, and one of whom must be a 
representative of county or municipal government. 

SECTION 49. REPEAL. Section 54-17 .4-0f\ of the North Dakota Century 
Code ls repeated. 

SECTION 50. EFFECTIVE DATE. Sections 14 through 49 of this Act become 
effective on January 1, 2004.11 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Hou• BIii No. 1015 .. summary of Senate Action 

EXECUTIVE HOUSE SENATE SENATE 
BUDGET VERSION CHANGES VERSION 

lndoatrial ~ 
Total 1111 hwlde $44,"49,595 $"4,380,928 
1M1 esdn\ated lncornt j7•ffl•9'4 311111489 
GeNral flind 7, , t $7, ,#.39 

($42311:i $43,957,683 
19 37,295f~ ($422,8 . $6,661, 1 

BankofNorthllekota 
Total all fundt $36,494,968 $38,318,603 (r1:; $37.942,648 
LHA ttllmat6d Income -~11•388 ,,2431~ 37 itee1.Me 
Genf1'81 fond I 7 I ,076, .075, o 

Hou&lng Finance NJen<iy 
$33.660,132 $33,618,207 (t:;~ $33,613,847 Total -" ltmda 

Le.a ntimattd Income 33,ff0171a ~a.g1s,20z 33,813,847 
General fund $0 $0 

MIii and Eltv4to< 
Total all funds $30,018,282 $30,018,282 $30,006,382 
Leu nijmated Income 30.018,2fS ~0.018,282 301005,,~ 
Gentral fund so 

BIii Total 
$145,519,458 Total all funda $148,823,575 $148,336,020 

Lit$& estimated lnoome lfHS1·ffl 131,1,a·w 130,782,115 
Oentral fund s , 1, $15,1 , $14,736, 3 

Hou•• 8111 No.1015 .. Industrial Commission .. senate Aetlon 

E)(ECUTIVE HOUSE SENATE SENATE 
BUDGET VERSION OHANGl:8 VERSION 

~IS!1qWIOff $8,332,714 $6,264,047 ($392,213~ $5,871,634 
Opei'atlng e•1e1 1,(M7,591 1,947,!iln (31,032 1.918,569 
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Qapltll .... ee,300 
~pa~ 

Hl,270,000 
i1m1m 

Totllaltfurldl .......... ,596 

LMl~lncolf• aLM1H! 
Genlfllflind ,1,u,,111 
FTE 158.37 

euoo 1e.a10:ooo 
ll,HQ18 

$44,380,821 

az1••• 
$7,0&4,"439 

58.37 

, ... 23,245) 

WI} 

( ... 22.82') 

(6.00) 

'8,300 
1$.270,000 
11,NP.919 

f.f3,llti7,'83 

37.211.§70 
.... 1.913 

63,37 

Dept. 40S .. lnduatrial Comml•alon • Detail of Senate China-

REDUCES ADOS 
REOUOHS REDOOes FUNDING~ FUNOINGANu 

RECOMMENOOD FUNDING FOR SALARIES 1 fTE POSITION 
FUNOINQFOR INFO~TION WAGESAND ~ HEALTH l'EO NOL<fiV REMOVES 8 rJE PET EUM 
INSURANCE 1 COSTS POSITIONS ENGINEER4 

SalllikandWaget (te,089) 
($31,032) 

($535,500) $149,378 •="-Grilntt 
Bond~ 

T CUii Ill funue ($8,089) ($31,032) ($535,500) $149,378 

Liu~ Income Llt.ll 
Gtnlt'alfund ('5,410) ($31,032) ($5S5,SOO) $14U78 

FTS 0.00 0.00 (6.00) 1.00 

lOTAL 
SENATE 

OHANGF.S 

(t392,21al 
(31,032 

($423,24&) 

Wti 
($422,826) 

(5.00) 

1 ni. ~.,_,_the funding fol'--~ heilltt\ lnlUranct ptemlurna ftam $493 to $488,70 P" month, 

2 Thlt amendmtnt ~ funding tot ltlformadon '8Chnol0gy by $31,032 from !hi general fund, Which .....,.. a raductlon In lnfotmation 
tech.--.oloOY ~ fl'on'I the general fund of~ 4 ptroertt. 

3 l'hlt ~ rtducM hi~ fot talarltt and~ by $535.500 ffom the~ fund and ttmOYe11bc FTE J)Otltk)na II a tttuk of the 
l'nltOlt' of 1ht Cit and GM DMllon and tht ~ ~. 

4 n. amtnchlm ldcil fonding and ~ FTE fot tht pettoltorn en(llneer IV J)08ltlofl which waa l'8r'l'l()Vad ftom the OIi and Gal OMllon In the 
Govtl'nor'a ~. 

Hou .. BIii No. 1015 • Bank of North Dakota • Senate Action 

EXECUTIVE HOUSE SENATE SENATE 
BUDGET VSRSION CHANGES VERSION 

Sal#INandWaoet $18,722,988 $18.548,803 is1s,98e~ $18,627,614 
OpetatlnQ • .,... 11,372,000 11,372,000 357.068 11,014,932 ~-- 825,000 $25,000 825,000 

~ 1,500,000 1,500,000 1,500,000 
5,700,000 5,700,000 6,700,000 

Ac,1cu11ure PACE fund t,◄25,000 1,,425,000 1,425,000 
BiQlnn: no fatrn8t' ~ ~ 950.000 
l'ot4l al' funds $38,-49-4,968 $38,31&,803 ($378,067) $37,942,648 

Less e-1timated Income 30,o419L966 3012-431603 !37M5n 29,§671548 

General fund $8,075,000 $8,075,000 $0 $8,016,000 

FTE 178,50 178,50 0.00 178.50 

Dept, 471 .. Bank of North Dakota • Detall of senate Chana•• 

REDUCES REDUCES 
RECOMMENDED FUNDING FOR 
f:UNOING FOR INFORMATION TO'l'AL 
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SENATE 1.AlTH INS RANCE 1 
TEOHNOLCfY 

COSTS CHANGES 

r ($19,tet) 
($3&7,088) f••u•! a&7,0M 

==fund 
Total llll fundi ($18,988) ($357,088) ($378,057) 

L• ~ lncoml '1.Uli1 (357.o&8) t3Ze.oon 
Genetllfund $0 $0 $0 

FTE 0,00 0,00 0,00 

Module No: SIMS-7303 
Carrier: Sohoblnatr 

lnwt LC: 380Ul,0208 Title: .0300 

1 Thia~ Nldllcll 1111 funding fol'-. employee health klturMCt prtmlumt from '493 to $488, 70 per month, 

2 This ll'nlrO!Wlt reduoN funding fol' lnfonnltlon ttchnology by $357,088 fttlm lf)8daJ tuncM, which rep,nenu. • reduotlon In lnfotmltlon 
lld,,IOlogy funding ftom lptdll Nldl ot approxlrnatety ◄ ~. 

Hou,. BIii No. 1015 • Houalng Finance Agency • Senate Action 

EXECUTIVE HOUSE SENATE SENATE 
BUDGET VERSION CHANGES VERSION 

8-IMandWION $3,176,'m $3,834.287 ($4,380) $3,929,907 ~....,... 2,416,590 2,415,590 2,41&,aeo 
Gtantl 27,188,380 27,188,380 27,188.380 
HFA~ .tl!!l.Q0.12 ~ ~ 

To&11.-~ $33,680,732 $33,818,207 ('4,380) $33,813,847 

Leu~ lncoml ia.l!g/32 u.a11ag1 ~ M1l!~.MZ 
Qwralfund to $0 $0 $0 

FTE 43.00 43.00 0,00 43,00 

Dept. 473 • Hou1lng Finance Agency .. Detlll of Senate Changes 

8ailrletandWION 
~ ....... 
Grant& 
HFA contlngencl6t 

TotalaNfufk» 

Leu est~ Income 

Gfnetal fund 

FTE 

REOUOES 
RECOMMENDED 
FUNDING FOR 

HEM.TH 
INSURANCE 1 

('4,3&0) 

($4,360) 

t!am 
$0 

0,00 

TOTAL 
SENATE 

CHANGES 
($4,360) 

($4,360) 

t!H91 
$0 

0,00 

1 This amendment l'Qdoces the fl.lndlrlg '°' a!Alte employee health Insurance p,emlums 1,om $493 to $488, 70 per month, 

Houae BIii No, 1015 .. MIii and Elevator .. senate Action 

EXECUTIVE HOUSE SENATE SENATE 
BUDGET VE~SION CHANGES VE~SION 

Salaries and waoes $16,703,858 $16,703,868 ($12,900) $18,69().958 
Ql)et'.atll\Q expenaet 13,014,426 13,014,428 13,014,428 =~lion 250,000 250,000 ~60.000 

~ ~ ~ 
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ToUhMfundl '30,011.212 '30,01UU LIM_.,_ Income ag.2•1.au a!l1Q!li&l2 
o.n«llfund '° $0 

FTE 126.00 128,00 

($12,900) 

~ 

'° o.oo 

Dept. 471 • MUI and Elevator· Detlll of Stnlte Changes 

REDUCES 
FIECOMMENOED 
FUNDINGFOA TOTAi. 

HEAL'fH SENATE 
INSURANCE I CHANGES 

8-lltandWION (f12,900) ($12,900) 
~ ..... 
~IOllort -·-
TOCII 1Uund1 ($12,900) ($12,900) 

LM~lncotne ~ ilU!Hll 
Gtnnlft#ld $0 $0 

FTE 0.00 0.00 

Module No: 8R •noa 
Carrier: Sohoblnger 

lnwt LC: 38015.0208 Title: .0.100 

'° 125,00 

1 Thlt 1m,ncrnent ..,._ the funding for ICale ~ he.ith lnlurance ~ from $49a to f,4i8,70 pet month. 

This amendment also requires the MIii and Elevator Aasoolatlon to report to the 59th LeglelatJve 
Aaeembly regarding the MIii and Elevator's net fncom& to rfate and estimated net Income for the 
remainder of the 2003-05 biennium. 

"' Sectk>ns are added changing the statutory reference from State Geologist to director of oll and gas. 
effective January 1, 2004. 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BIUJRESOLUTION NO. HB 1015 

House Appropriations Committee 
cr,vemment Operations DJvision 

~ Conference Committee 

Hearing Date April JS, 2003 

...-----------,.---------------------------. Ta Number Side A Side B Meter# 
1 xx 0-13.9 

Minutes: Conference Committee 

Sen. Schoblnaer reviewed the Senate changes on HB l 0 15 as noted on the Senate amendment. 

Rep. Warner asked if lhe State Geologist duties were related to Oil? 

Sen. Krlnptad noted they deal with several issues, soil, gravel, subsoil samples etc. 

Sen. Scboblnpr after the amendment was adopted the Senate intent wasn't to remove the State 

Geologist, but to include language to keep a person at the State Geologist Dept. 

Rep. Skarphol is the net Fm reduction related to the field staff? 

Sen. Schoblnger that would be determined by the director for efficiencies. 

Rep. Skarphol did the Senate discuss a name change to be more reflr rive of the duties? 

Sen. Schobinger yes, it was discussed, we felt we could come b .. ~ck and make a name change 

after the merger : tkes place. The house did an excen~ .. t job with this bill. 

Rep. Skarphol Has the State Mill borrowing been deleted? 
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Oovemrn~nt Operations Division 
BUI/Resolution Number HB 1015 
Hearing Date April 17, 2003 

) Sen. Schoblnger we added additional language to what you had, Section 9, lines 20..22 of 

38015.0300 

Rep. Wamer when are the transfers usually made? 

Karll'ne Flnet Industrial Commission we work on a schedule with 0MB, quarterly on the Bank 

of ND, the Mill & Elevator is scheduled for the end of the biennium, June 3, 2003, 

Rep. Skarphol how many geologists does this remove 

Sen. Kringstad There at·e currently 9 geologist, this would n•move 6, leaving 3. 

Rep. Thoreson we wilt take the suggestion to rename to leadership, and the transfer of the Bank 

language in Section 9. 

Rep. Skarphol that would reflect what we had in mind. 

Rep. Thoreson noted a letter received from the Oil & Gas Association in reference to the 

merger. (See Letter) He noted the IT issue still remains, 

Meeting adjourned. 
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2003 HOUSE STANDING co~ "MITTBE MINUTES 

BILURESOLUTION NO. HB 1015 

House Appropriations Committee 
Government Operations Division 

~onference Committee 

Hearing Date April 17, 2003 

Ta Number Side A SideB 
xx 0•31.9 

,.. 

Committee Clerk Si 

Minutes: Conference Committee 

Meter# 

Chairman 'fhoreson called the meeting to order. Members in attendance included Rep. 

Thoreson, Rep. Skarphol, Rep. Warner, Sen. Schoblnger, Sen. Kringstad and Sen. 

Lindaas. 

Rep. Thoreson address the handout from the ND Geological Society. 

Mark Gonzales, ND Geological Survey in reference to the Oil/Oas Division and Geological 

Survey merger he shared an overview of the activities of his agency. (see written testimony) 

John Bluemle, ND Geological Survey commented his agency has di versified more in the last 10 

years. They have more state government contact and response since moving their offices from 

Grand Forks. He feels there is a good cooperative effort between his department and other 

agencies. 

Rep. Skarphol noted a substantial reduction in the departments publications. 
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Oovemment Operations Division 
Bill/Resolution Number HB 1015 
Hearing Date April 17. 2003 

John Bluemle, ND Geological Survey the Internet site makes informatio11 more available. Over 

half of the departments pubUcations have been transferred to that site. Publications are published 

in the National journals and not necessarily within the state. It take 2-3 years to put a publication 

together. He noted his department is quite particular regarding what is released. 

Sen. Lindaas stated concerns with the amendment to merge divisions, and noted is didn't have 

an adequate hearing process. 

Karlene Fine, Industrial Commission shared FI'E infonnation regarding the department. (see 

written testimony) 

Chairman Thoreson noted there had been discussion on the House side and felt there was merit 

to the merger. There had also be discussion relative to the fulJ 5 positions. 

Karlene Fine, Industrial Commission noted the department has taken no position on the 

merger, however, they would like to see a study. 

Rep. WarnEir asked if she recommended the Industrial Commission study or the Interim 

Committee. 

Karlene Fine. Industrial Commission she noted no preference to who does the study. Her only 

concern wai; if it would be chosen for study during the interim. They would like more time for 

the study arid the preparation of legislation for the next session, 

Rep. Wan,er asked if the Industrial Commission has authority to do early buy outs for 

retirement etc. 

Karlener yes. 

Sen. Lindaas commented he would be in favor of a study during the interim and address the 

issue next session, 
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Page3 
Government Operations Division 
Bill/Resolution Number HB 1015 
Hearing Date Apri 1 17, 2003 

Rep. Wamer noted he would favor a hiring freeze during the interim and a Good Faith effort 

with study might be favorable. 

Rep. Skarphol also noted he was in favoi· of a study, and the needed time for agency discussion, 

He noted a concern to with which area the study should be placed, 

Sen. Lindaas would prefer a Legislative study 

Sandy, 0MB advised the committee a study had been requested in the past, but it was not 

chosen. 

Sen. Schoblnger we held a subcommittee on this issue, based on the information we received we 

came to this conclusion. We are open to doing the right thing, if the House has ideas for a 

positive chartge we are open to those ideas. 

Sen. Krlngstad Noted John Dwyer of the Lignite Council was in the room and requested if he 

had an opinion. 

John Dwyer, Lignite Council Noted is was important to maintain the State Geologist. We 

support the Industrial Commission Study. 

Rep. Thoreson also noted he would be in supr,ort uf a Industrial Commission Study. 

The meeting rdjourned . 
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2003 HOUSE STANDING COMMITTEE MINUTES 

Bll.,IJRESOLUTION NO. HB 1015 

House Appropriations Government Oper1tions Committee 

□ C~erence Committee 

u/aring Date 4 .. 18-03 

Tape Number Side A SideB 
3 X 

3 X 

Meter# 
42.7-end 

0-9.6 

Minutes: Conference Committee on HB 

present, 

5 was c .11led to order, all committee members were 

Senator Schobinger; I talked to Jim Smith about the amendments, and he is working on some 

additions and changes, and l think the discussion we had yesterday there was a proposal made for 

a hiring freeze over the next year, I think that is a good idea. I believe these amendments called 

for one additional employee, as opposed to the 5 in the Senate amendments, One other change 1 

have asked for and hopefully we can discuss is the study review section 14, I hope that the 

merger is to take place, and rather then the Industrial Commission study whether it should or 

shouldn•t take place, but how the merger will take place, and submit that to the next legislative 

assembly. the verbiage on this some how implies whether it will or won't instead address how 

they plan to do it. There is an area that we can•t quantify and that would be any retirement that 

would take place, these amendments would only quantify that number. 
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House Appropriations Oovemment Operations Committee 
BUVResolution Number HB 1015 
Hearing Date 4-18-03 

L&u this amendment for the Industrial Commission can add l FrB and removes 1 as result of 

merger- net =2 • and savings on that would be $75,000 on footnote s. footnote 4 removes partial 

funding. Total amount reflected would be $162,000.00, 

Senator Schobinser; the Senate added FTE from the executive budget, the Petroleum Engine er 

that has been added back. 

~ Senate has to recede from its amendments to go back to House version. 

Senator Lindags: section 14, I am not in favor of merger unless study is done first. 

Senator Krinastad; my concern is are we going to be naming the Division of Environmental 

Services? 

Re.presentative Thoreson; I think that the idea that oil and gas doesn't describe the overaJI role 

that the agency would play in consideration. 

Senator Schobjuge.r: I believe we would leave that language to consider. 

SenB!Qr Krlngstad; I think it would be very wise to leave it to oiJ and gas and the geological 

Survey to come up with a name to enhance an three of them. 

Senator Schobingerl IT, the concem I have relates to the Bank of ND, in the Senate amendments, 

would we allocate the 4% allowed the Bank to retain that as I under- '.and the new amendments 

5% will now be transferred to the general fund? We already transfer 60 million from the Bank 

to the general fund we are getting close to cap, and I wonder if we shouldn't have a discussion on 

appropriate additional transfers? 

Representative Skarphol: SB 2015 there wiU be no additional transfer beyond the 60 million, that 

is disallowed, that is reassurance. Capital rese1 ve is still over 145 million. 60 million is it, with 

5-7 miJlion cushion. 
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Page3 
House Appropriations Government Operations Committee 
BUVResolution Number HB l O 15 
Hearing Date 4 .. 18-03 

Eric Hardmeyer. President B.ank of ND: as I understand 20 l 5, the amendment for the 

contingency has been removed which is the additional 25 mfllion doJlars, there is also the 60 

m:llion dollar transfer from the b,,nk, I am not sure how this would impair your ability to take the 

additional 50C>i()OO dollars. It would be my feeling however that 60 million dollars would be 

sufficient to earnings and capital. 

Senator Schobinaer: This hank I think is pretty unique, to supplement t:te general fund. 

Representative Thoreson; we should speak with leadership. 

Re.presentative Skwpho1: Senutor Schobinger, would it be your intention to not take any money 

from the bank or would you like to see reduced numbers from the bank? 

The reason l ask is it conceivable to ask L.C. to draft 2 scenarios of amendments, so that on 

Monday they would be able to move on one or the other, they would be available rather then 

have to wait? 

Senlttor Schobinger: if it were reduced or part of that be retained by the bank, stay consistent 

across the board . 

.Bta1resentative Skar:phol: how about draft one with 5% and one with 3.5% amendments'l 

Can L.C. do that? 

L,C.; yes we can do that. 

Meeting adjourned. 

TM MfOl"Oft'tphfc ,...., on thf• ff ht •r• accurate reprociluott• of rtcordl dtl fwrtd to Modtrn Jnfol'Ntfon SV.ttn11 for Mforofflllfl'II end J• 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB l O l 5 

House Appropriations Committee 
Oov?tnent Operations Division 

o,/conference Committee 

Hearing Date April 21, 2003 

Ta Number 
2 

Side A 
xx 

Sidf' B Meter # ----+-------~ 
0-10.3 

I"\ ) Chairman Thoreson called the Conference Committee to order, Members in attendance, 
,,_.,.,.,, 

Rep. Thoreson, Rep. Skarphol, Rep. Kroeber, Sen. Schoblnger, Sen. Krlngstad, Sen, 

Lindaas 

Sen. Lindaas reviewed his amendment 38015.0212. Section 14 would initiate a study before the 

merger of the Oil and Gas division and the Geological Survey. This would also include a 

reduction in the n· line of 5% for the Bank of North Dakota. 

SEN. LINDAAS MOVED A DO PASS ON AMENDMENT 38015.0212 SECOND BY REP. 

KROEBER. 

Rep. Kroeber I agree with this amendment and following through with a study before the action 

Sen. Lindaas commented the merger idea didn't have a full hearing. 

TM 1torotraphfc , .... on thf• f fl• ar• 1ecurat• reproduottOM of recordt6 dtlfwrtd to Modern lnforwtfon SVtt• for •fcrof flllf,,. and 
Wtrt ft lMd fn tht rttUlar cour11 of llutfntta, iht S)hoto,11ap,fc proceot MNtl 1tendardl of the AMrlcan N1tlon1t ltendlrde lrwtf tut• 
(A.~11) for archfvtl Mfcrofflm. NOTICII If the fllliltd INvt ~ ,. ltll letlbl4 than thf• Notice, It,. due to the quality of th• 

. - ... , .. ft lMld, ~ ~ I I 
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Page2 
Government Operations Division 
Bill/Resolution Number HB l O 15 
Hearing Date April 21, 2003 

t'J Sen. &hoblnger We had a hearing in subcommittee, we felt this was important and needed to 

fully heard. 

Rep. Thoreson noted we have been receptive of full disclosure during the conference committee 

process. 

Rep. Skarphol commented amendment ,0208, would allow for another session before the 

merger taJces place. The industrial commission would have the time necessary for the evaluation. 

The study in .0212 is pretty vague. 

Sen. Lindaas This would allow for the gathering of information. I have received numerous 

communications opposed to a mergt:r, many indicated they were not aware this was being 

introduced. They view the independence of each agency as a positive. 

ROLL CALL VOTE ON AMENDMENT 38015.0212, 4 NA\' 2 YEAH ... 

MOTION FAILS 

REP. SKARPHOL MOVED THE SENATE RECEDE Fl{OM IT'S AMENDMENTS AND 

ADOPI' AMENDMENT .0208, SECOND BY SEN. SCHOBINGER. 

Rep. Skarphol noted the IT lines are in order 

Sen. Schobinger noted there is no net change in FI'E' s. 

ROLL CALL VOTE ON 38015.0208 4 YEAH 2 NAY MOTION CARRIES 

REP. SKARPHOL MOVED A DO PASS AS AMENDED ON HB 1015, SECOND BY SEN. 

SCHOBINGER, ROLL CALL VOTE 4 YEAH, 2 NAY MOTION CARRIF.,S. 

Rep. Thoreson will carry on the House side, Sen. Schobinger will carry on the Senate side 

Meeting adjourned, 
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38015.0207 
Title. 

Prepared by the Legislative Council staff for 
Conf arence Committee 

Fiscal No. 1 April 18, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1015 

That the Senate recede from Its amendments as printed on pages 1480-1493 of the House 
Journal and pages 1314-1326 of the Senate Journal and that Engrossed House BIii No. 1015 
be amended as follows: 

Page 1, tine 3, after "appropriation" Insert ": to provide for an Industrial commission review" 

Page 1, fine 14, replace "6,264,04711 with 116,244 1683" 

Page 11 fine 15, replar:e "1,947,591 11 with 111,904,78711 

Page 1, tine 19, replace "4'1,380,92811 with "44,318,72011 

Page 1, line 20, replace "37,296,ffl11 with "37,291,83611 

Page 1, tine 21, replace "7,084i43911 with "7,026,884" 

Page 2, fine 1, replace "16,546,603" with 1116,527,614" 

Page 2, line 21 replace "11,:372,000" with "10,925,665" 

Page 2. line&, replace "30,243,60311 with 1129,778,2'7911 

Page 2, llne 141 replace 1116,703,85611 with "16,890,95611 

Pag9 2, llne 15, replace "13,014i426" with 1112,991,196" 

Page 2, line 1 a, replace "30,018,28211 with "29,982, 152" 

Page 2, line 21, replace "3,934,267" with "3,929,907" 

Page 2, llne 22, replace "2,415,560" with "2,391 ABO" 

Page 21 line 25, replace 1133,618,207" with "33,589,767" 

Page 2, lln0 26, replace 1115,159,439" with "15,101,884" 

Page 2, llne 27, replace "131,176,581" with 11130,642,034" 

Page 2, line 28, replace "146,336,020'' with "145,743,918" 

Page 4, line 5, after 11TRANSFER 11 Insert .... INDUSTRIAL COMMISSION REPORT" 

Page 4, line 11, after the period Insert "The Industrial commission shall report to the fltty .. nlnth 
legislative assembly regarding the mill and elevator association's net Income to date 
and estimated net Income fer the remalndei of the 2003·05 biennium. 11 
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Grtinl• 
Bond paymen11 ----- .. ~- ____ +_.__ ----
Total al funds ($6.0811) ($42.f12,4) $149,:.116 ($87.6'71) 1$76,000) ($62,208) 

Less 9$llmaled Income L!llru 14,034) ~ 
Oenatal fund ($5,470) ($38,790) $J49,376 ($87,87!) 1$75,000) ($5i''.655) 

FTE o.oo o.oo LOO 0.00 (1.00) 0.00 

I Thi$ •rnendmen1 reduces the funding 10< state employee health Insur~ pr~mlums 1111,n $493 10 $488. 70 ptt month. 

2 This amendment red1ices fondrtg 104' Information technology i>',' .... 2,824, Which 1;; ~181790 from the gffle(al fund and M,03-4 lrom ottw< kind$, 
whk:h represents a reduetlon In to4al lnlormatlon leehnology funding ol 8Pl)l'.ix1matel,-, 0 percent 

3 This amtno'Ml'lt adda lundlno and 1 FTE for the petroleum 8'lglnett IV pOSltlon wtilCh was removed from the Oil and Gu Division In the ~.~tlon. 

< 4 This amendment removes partial funding lot • geologlst position which wlll ltm1Wlte July 1, 2004. ~ I bi 
I 
Cf) 0 

Ii Thia ■111endr1W\I rtl'nMI one position and funding from lhe Geologlclll SUNtY, I 

This amendment also adds a section for Industrial Commission rev Jew of an OIi and Gas Division and 
Geological St :,vey merger, a report to the Budget Section. and a report to the Fifty-ninth Leglslatlve 
Assembly. 

House Bill No. 1015 • Bank of North Dakota • Conference Committee Action 
CONFERENCE CONFERENCE 

EXt:CUllVE HOUSE COMMITTEE COMMITTEE SENATE COMPARISON 
BIJOGET VERSION CHANGES VERSION VERSION TO SENATE 

Salaries and .... $16,722,966 $16,~6,603 fS18,9891 $16,627,61'4 $18,627.814 
Opetltlng ~ 11,372,000 11,372,000 446,335 10.925,665 11,014,932 ($89,267) 
c,pilalllMIS 825,000 825,000 826,000 825,000 

~ 1,600,000 1,600,000 1,600,000 1,600,000 
5.700,000 6,700,000 6,700,000 6,700,000 

Agric::ulh.we PACE fund 1,-42fi,OOO 1,425,000 1,425,000 1,425,000 
BiOnqfannef ~ 950.000 950.000 ~ 
Tollaldfondt $38,494,966 $38,318,003 ($465,324) $37,863,279 $37,942,&48 ($89,267) 

Leu tsll1naled Income ;H!,41 i!,966 3Q,243.60~ (465.324) 29,77g.27§! 2!,667.M§ ~ 

General lund $S.076,CJOO $8,076.000 $0 $8,076,000 $8,075,000 $0 

FTE 178.50 178.50 0.00 17$,50 178.60 0.00 

Dept. 471 .. Bank of North Dakota .. Detail of Conference Committee Changes 
REDUCES REDUCES 

RECOMMENDED FUNDING FOR l'OTAl 
l=UNDINGFOA INFOAMA TION CONFERENCE 

HEALTH TECHNOLOGY COMMITTEE 
INSURANCE 1 CO~TS2 CHANGES 

Salaries and wages ($18,989) ~$1B,96G~ 
Operattng •iq,enset ($448,335) 4<16,335 
Capltalatset& 
contlng8fla!K 
PACE ftJnd 
AgrlcuNIKe PACE tund 
Beginning latmef 

Total aN funds ($18,989) ($446,335) ($465,324) 

Leas estimated Income (18,989) {446,335) ('485,324) 

General lund $0 $0 $0 

FTE 0.00 0,00 0,00 

I This amendment reduces the funding for state employee health Insurance premiums fr\,m $493 to $488. 70 per month. 

2 This amendment redocos lundlnO fo, lnfOtnMlllon teehnolo(ly by M~S,335 from spevlal lunds, which represenls a reduction In lnlormatlon 
technology funding from special lunds ol approMlmately 5 percent, 

House BIii No.1015 .. Housing Finance Agency .. Conference Committee Action 
CONFt:RENCE CONFERENCE 

E><ECUTIVE HOUSE COMMITTEE COMMITTEE SENATE COMPARISON 
BUDGET VERSION CHANGES VERSION VERSION 10SENATI: 

Salarle& and WION $3,976,792 $3,934,287 !$4,3601 $3,929,907 $3,929,907 
OperalhtQ OXpenMt 2,416,560 2,415,660 24,080 2,39t ,"'80 2,416,660 ($24,080) 
Granl& 27, 188,38() 21, 168,38() 27,168,380 27,188,3ao 
HFA conu~ JJ2Q.Q20 ~ ~ ~ --
rotaf aN lundt $33,660,732 $33,61U07 ($28,440) $33,689,767 $33,613,847 ($24,080) 
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Less fflimated Income ~B 33,ete.m 1ge,440l 33,~.767 33,G1M~7 ~ 
Genetal fund $0 $0 $0 $0 $0 $0 

FTE 43,00 <43.00 0.00 43.00 43,00 o.oo 

Dept, 473 - Housing Finance Agen<ly .. DetaU of Conference Committee Changes 
REDUCES REDUCES 

RECOMMENDED Fl jNOINO FOR TOTAL 
l=UNDING FOR INt'OAMA rlON CONf'EHl:NCE 

HEALTH TEr-1 INOLOOV COMMITTEE 
INSURANCE I COSTS 2 CHi\NGES 

Sllarles and Wagtt ($4,360) !t:g:gl OpetatlnQ 81Cf)enteS ($24,080) 
Grants 
HFA cont~• ---
To&afdfunds ($4,360) ($2<4,080) ($28,~0) 

Leu ~ed Income (U60) ~ ~ 
General funJ $0 $0 $0 

FTE 0.00 0.00 0.00 

1 This amendment reduces the funding fof &tate employue heahh lnsorance premiums from $493 to $<488. 70 per month. 

2 This ~t t~ Information fect•IOloOY by f:24,080 from special fUl'lds, which rep<esenti a reduction In Information technology funding 
from~ hinds ot apptoldrMl.iy 5 pttCent, 

House BIii No. 1015- MIii and Elevator• Conference Committee Action 
CONFERENCE CONFERENCE 

E)(EOUTIVE HOUSI: COMMITTEE COMMITTEE SENATE COMPARISON 
8UOOET VERSION CHANGES VERSION VERSION TO SENATE 

~Mdwages $16,703,858 $16,703,856 ($12,900! $18,690,95& $ Ul,89-0,9511 
Ope,atlna e)lpenlM 13,014,ffll 13,014,-426 (23,230 12,991,196 13,014,426 ($23,230) 
Contlnge,.cies 250,000 260,000 260,000 250,000 
AQrieultLll'e promotion ~ ~ ~ ~ 
TotalaWfunds $30,018,282 $30,018,282 ($38,130) $29,962,162 $30,005,382 ($23,230) 

Less estimated inoon-.e 30,018,282 30,018,282 (36,130) 291$821162 301005,382 {23.~ 

Genel'al fund $0 $0 $0 $0 $0 $0 

FTE 125.00 126.00 0,00 125,00 125.00 0,00 

Dept. 475 - MIii and Elevator • Detail of Conference Committee Changes 
REDUCES R;<:DUCES 

RECOMMENDED FUND1NGFOR TOTAL 
FUNDING FOR INFORMATION CONFERENCE 

HEALTH TECHNOLOGY COMMITTEE 
INSURANCE 1 COSTS2 CHANGES 

Salaries a, Id wages ($12,900) (s12,oool 
Ope,atlog expenses ($23,230) (23,200 
Contingencies 
Agriculture promotion 

Total aN funds ($12,900) ($23,230) ($36,130) 

Less estlm:1ted Income (12,900) (2:l,230! (36,130) 

G81'1efalfund $0 $0 $0 

FTE 0.00 0,00 0,00 

1 Thia amendment reducea 111G lundlng for state employee health Insurance premiums lrom $493 to $488,70 per month. 

:! This amendment reducu funding lot lnfom1allon technology by $23,230 from speclal funds, whk:r 1epresents a reduction In ll'lfotmalkH'I leehoology 
funding from~ funda of ~oKlmaklly 6 petcent, 

This amendment also requires the MIii and Elevator Association to report to the Fifty-ninth Leglslatlve 
Assembly ragardlng the MIii and Elevator's net Income to date and estimated net Income for the 
remainder of the 2003·05 biennium. 
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Page 5. after line 31, insert: 

"SECTION 14. INDUSTRIAL COMMISSION REVIEW - OIL AND GAS 
DIVISION AND GEOLOGICAL SURVEY MERGER • BUDGET SECTION REPORT. 
The Industrial commission shall review the potential merger of the oil and gas division 
and the geological survey. In conducting the review, the Industrial commission shaH 
consider allowing the oil and gas director to appoint the state geologist, consider 
changing the name of the merged oil and gas division and geological survey to 11dlvlslon 
of environmental services", and Identify potential efficiencies and savings that may 
result from the merger. The Industrial commission shall present a report to the budget 
seotlon1 prior to November 1, 2004, regarding the results of the oll and gas division and 
geological survey merger review. The Industrial commission shall report Its findings and 
recommendations, together with any loglstatlon required to Implement the 
recommendations, to the fifty-ninth legislative assembly." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

HOUN BIii No.1015 .. Summary of Conference Committee Action 

lndutlrlal~ 

E)(ECUTIV£ 
BUDGET 

let.al .. funds $44,'449,696 
Less estimated Income 37.3021~1 
General fund $7.146,77 

Bal'lkoltbthDtkota 
Total .. funds $38,'494,966 
Leu estimated Income 30,◄~9,966 
Gene~ fund $8,0 5,000 

HOUSE 
Vl:ASION 

$38,318,603 
ij,243,603 

.075,000 

CONFERENCE 
COMMITTEE 
CHANGES 

<~::1 4 653 
($ ' 

($465,324 
485 324 

0 

CONFERENCE 
COMMlrTEE 

VERSION 

$44,318,720 
37,291-ffl 
l7,o2t1, 

$37,653,279 
29f8,~ $8, 76, 

SENATE COMPARISON 
VERSION TO SENATE 

$13,957,883 $361,037 

f·itfi ~ 6, 1, 1 

$37,942,646 <f9:2;l 29,887,aag 8926'7 
$8,075, 

0 HouslnQ Finance Agency 
Total tM fund& $33,660,732 
leilnlln\atedlncome 331660,12 
Genet'al fund O 

$33,618,207 
33,618,207 

$0 
28440 (,28:~~ $33,689,787 $33,613,847 <f◄:0:1 33.669,767 33,6j3,8◄7 24 080 

$0 so 

' 

....... ,) 
-...__,, 

MIii and EhwatCII' 
Total all fund$ $30,018,282 
Leil etllmaled Income 30,018,282 
General fund $0 

BIii TOia! 
Total all lur1ds $1 ◄6,823,676 
Lffl estimated Income 131 '401 80 
o.netal fund 15,22 , 771 

($592:1;~ ffiM54 
{$57,6 

$29,982, 162 $30,006,382 
29,982,12 30,006,, 

$145,743,918 $1-46,519,458 
130.6-42.w 1'0·'1·611 $16,101, ◄,7 ,81 

House Bill No. 1015 - Industrial Commission .. Conference Committee Action 

E>CECUTIVE HOUSE 
BUDGET VERSION 

Sllarlel and waoe& $6,332,71 ◄ $6,264,o.41 
Qptwatk\g el(J)CIMet 1,!147,691 1,947,691 
OapitalasMtt 88.300 68,300 
Gtents 16,270,000 16,270,000 
Bond PIYtnenlS ,19.830,990 19,83'1~ 

l'otal aN funds $44,449,595 $44,380,926 

Ltst etlimalfd Income 37,302,&24 37,296.489 

Geoefal lund $7,148,771 $7,08-4,439 

FTF. 68.37 68.37 

CONFERENCE 
COMMITTEE 
CHANGES 

($19,384) 
(42.824) 

($62,208) 

(4.653) 

($57,655) 

0,00 

CONFERENCE 
COMMITTEE 

VERSION 

$6,244,66.'3 
1,904,767 

88,300 
18,270,000 
19.830,990 

$44,318,720 

37,291,836 

$7,026,884 

68,37 

SENATE 
VERSION 

$5,871,83◄ 
1,91fl,6ti9 

88,300 
16,270.000 
.t.W.l!affi 

$43,1357,683 

'jf,295,§7Q 

$6,661.813 

53.37 

Dept, 405 - Industrial Commission .. Detall ot Conferenco Committee Cl1anges 
REDUCES REDUCES REMOVES 

AECOMMENOEO FUN0fNGFOR ADOS FUNDING PARTIAL 
fUNOINGfOA INFOAMATION ANI) 1 FTE FOR FUNDINGJ!OR REMOVES 

HF.ALlH TECHNOLOGY PETROLEUM GEOLOGIS'T POSITION ANO 
INSURANCE 1 cosrs~ f!NGINEER 3 POSl'flON4 FUNDING& 

Salari.s Mnd wages ($6,089) s1 ◄0,:m1 ($37,871) ($'16.000) 
Opt, allrlg ell(.)fnHt ($12,82•) 
0apltal al&ett 

($23:;~ m· 

$2i!4,460 
J140,811) 

65,071 

COMPARISON 
lOSENATE 

$372,629 
(11,~) 

$381,037 

~ 
$365,071 

5,00 

lO'rAL 
CONFERENCE 
COMMITTEE 
CHANGES 

($19,384! 
(42,82. 
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1 im:ul No. 1 

Prepared by the Leglslatlve Council staff for 
Senator Schoblnger 

April 21, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO.1015 

Thal the Senate recede from Its amendments as printed on pages 1480-1493 of the House 
Journal and pages 1314~1326 of the Senate Journal and that Engrossed House BUI No. 1015 
be amended as follows: 

Page 1 • line 3, after "appropriation* Insert •: to provide for an Industrial commission review" 

Page 1, llne 14, replace "6,264,047" with "6,244,663" 

Page 1, llne 15, replace "1,947,591" with "1,904,767* 

Page 1, line 19, replace "44,380,928" wlth "44,318,720" 

Page 1, line 20, replace "37.296.48911 with "37,291 .836" 

Page 2, llne 1, replace 1116,546,603" with "16,527,614" 

Page 2, line 2, replace "11,372,000 11 wlth 1110,925,665" 

Page 2, fine 5, repl~ce 1130,243,603" with "29,778,279" 

Page 2, line 14, replace "16,703,856" with 1116,690,956" 

Page 2, lfne 15, replace "13,014.426" with "12,991,196" 

Page 2, llne 18, replace "30,018,282" with "29,982, 152tl 

Page 2, llne 21, replace 113,934.267" with "3,929,907" 

Page 2, tine 22, replace "2.415,560" with "2,391.480" 

Page 2, llne 25, replace "33,618,207" with 1133.5891767" 

Page 2, Une 26, replace "15, 159,43911 with "15, 101 1884" 

Page 2, line 27, replace 11 131,176.581 11 with "130,642,034" 

Page 21 llne 28, replace "146,336,020" with "145,743,918" 

Page 4, line 5, after "TRANSFERN Insert N,. INDUSTRIAL COMMISSION REPORT" 

Page 4, llne 11 1 after the period Insert "The Industrial commission shall report to the fifty-ninth 
leglslatlve assembly regarding the mlll and elevator association's net lnoom ~ to date 
and estimated net Income for the remainder of the 2003-05 biennium." 
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Page 5, after tine 31, Insert: 

"SECTION 14. INDUSTRIAL COMMISSION REVIEW .. OIL AND GAS 
DIVISION AND GEOLOGICAL SURVEY MERGER - BUDGET SECTION REPORT. 
The industrial commission shall review the Implementation of the merger of the oil and 
gas r.flvlsion and the geological survey to be accomplished by July 1, 2005, In 
conducting the review. the Industrial commission shall consider allowing the oil and gas 
director to appoint the state geologist, recommend a name change for th~ merged oU 
and gas division and geological survey, and Identify efficiencies and savings that wm 
result from the merger. The industrial commission shall present a report to the budget 
seotlon, prior to November 1, 2004, regarding the recommendations for the oil and gas 
division and geological survey merger. The Industrial commission shall report Its 
findings and recommendations, together wfth any legislation required to implement the 
recommendations, to the fifty-ninth legislative assembly. 

SECTION 15. OIL AND GAS DIVISION AND GEOLOGICAL SURVEY 
EMPLOYEE POSITIONS. Any full-time equivalent employee position In the oll and gas 
division and geological survey that becomes vacant because of an employee retirement 
or an employee resignation shall remain vacant for the remainder of the 2003-05 
biennium." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No. 1015 - summary of Conference Committee Action 
CONFERENCE CONFERENCE 

EXECU11VE HOUSE COMMITTEE COMMll"TEE SENATE 
BUDGET VEASION CHANGES VERSION VERSION 

lnduMIWCommlMlon 
Toealallflm $44,449,695 $«,380,928 (~:mi $44,3te;m ~3,957.683 
l ... ...,.,.., Income iH~2,w i11UUR 37.l'·ln H:ffl:m Geneiw fund .n. , 7, I ($ I sf,~e. 

BriofNoril~ 
Toftlllllfundl $38,494,968 $38,318,603 ($465,324 $37,853,2'19 $3'1,942,546 
ltss~ltlccM'ne ii·,.1HM ~ 465 324 U:U2:i£ u:m:ffl Genet'al fund ,07 • 

~~Agency $33,589,767 $33,613,847 $33,660,732 $33,618.207 ($28,4-40 
Less .imated Income 33,660.732 33.816,2U 28440 33.§evs 33-61311 
o.twalfund so 

MMlndEliMk>r 
$29,982, 162 $30,005,382 TOlilllKlundl $30.(J18,282 $31),018,282 

(~=:1:~ Leu tOlil'rtMed ln(;orne 30.018,2!5 30J)1812fi 130 ?i.9ft2,!~ 301oos,1 
Getleflltund 

BITOUII 
$1-45."743,918 $145,519,-458 Toc.1 .. f\lndil $146,623,575 $146,336.020 

l ... ~ lncc)me 131 1-401 1991 131.J76,ffi 1:301fa2ffl 1ij.71§1M; 
GetMital fund 116,221, Sf5,169,4 $15, 1, sr,1 ,e1 

House em No.1015- lndustrlal Commission .. Conference Committee Action 

EXECUTIVE HOUSE 
BUDGET VERSION 

Salaries and wageg $8,332,71-4 $6,26-4,047 
Or>e!'ltinO•~ 1,947,691 1,9-47,691 ~-- 68,300 88,300 
Ohintt 16,270,000 16,270,000 
Sond~ !i,_~ !9.~.~ 

'l'dl6 .. loods $44,4-49,595 $4-4,380,928 

Lt11 etdmated Income 37.302~_j 371296,489 

Glnefal lund $7,146,771 $7,0M,439 

FTI: 58.37 58,37 

CONFERENCE 
COMMITTEE 
CHANGES 

($19,384) 
(4~,8:1,4) 

($62,208) 

(4 1a53J 

($57,555) 

0.00 

CONFERENCE 
COMMITTEE 

Vl:ASION 

$8,244.&M 
1,904,787 

68,300 
113,270,000 
~~ 

$4,4,318,720 

3712911836 

$7,026,884 

6&.37 

SENATE 
VERSION 

$5,871,83-4 
1,918,659 

68,300 
16,270,000 
~~ 

$43,957,683 

371295,870 

$6,661,813 

53,37 

Dept. 405 .. tndutUrlal Commission ,. Detall of Confarence Committee Changes 

COMPARISON 
TO SENATE 

$381,037 

$3-

'm:; 
24 (f4:;1 

(m:; 
$224,460 

&Hrn ,71 

COMPARISON 
TO SENATE: 

$372.829 
(11,192) 

$38t,037 

~ 
$365,071 

5,00 
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~eouo-=s REOUOES AEMOVES 
RF.COMMENOED FUNOtNGFOR ADOS FUNOINO PAATI~ TOTAL. 
FUNOtNGFOR INfORMA TION ANO t FTE FOR FUNDING FOR Re~f.S CONFEFUiNCE 

~EALTH TECHNOLOGY PETROLEUM OEO'-OGIST POSIT ANO COMMITTEE 
INSURANCE t COSTS2 ENOINEE:A3 POSITION_. FUNOINO& CHA~S 

Sllwitllnd~lgtl ($6,099) $149,376 ($87,671) ($76.000) ($19,3C Ii =--:=-- fS42,834) (◄2.82'4 

Gt.-
Bond paymenltl 

TOW .. lund$ ($$.019) ($42,824) $149,378 ($87,871) ($75.000) ($62.208) 

L•~-- t!!!l ~ ~ 
Qennlfl;nd ($5,470) ($38,790) $149.378 ($17,811) ($75,000) ($67,555) 

FTE 0.00 0,00 1.00 0.00 {1.00) o.oo 
' lllll amendment rlducn lhe fundlno ,0, stMt ~ health fnsl.lftnet prtm111111 fron'I $493 IO $488.70 pet month. 

I Thia ltf'Mlndlnlllt rtduoM funding fof' ~ ~ =,824, whleh II $3$,190 trc;m tt,e genetal kind Wld 14,~ from other funds, 
~ ,......,_,.,lnicMlllnforrnltlon~I t11_,..~5~ 

I lhil •Mlldl,11111.-~ and I F1E ,0, lie ~m ~ IV r,Glltlon whlctl WM hlmowd froftt tM Oil and GM~ lrl-
~ NCOmMllidllllo,t 

4 lllll amendment ftlfMl,fl pe,tlll funding tor•~ po6ltlon whlcfl wlll lllrlnlnalt Jd,/ 1, 2004, 

I Thll--~ll ,_.... ont_., lftdb,ding from the Geologlt4il SU,wv, 

Thia amendment also adds a section for Industrial Commission review of an OIi and Gas Division and 
Geological Survacb. merger, a report to the Budget Section, and a report to the Fifty .. nlnth Legislative 
Assembly, and a a section to provide that employee posltJons that become vacant for the OIi and Gas 
Dfvislon and Geologloal survey remain vacant. . 

Hou• am No. 1015 .. Bank of North Dakota .. Conference COmmlttee Action 
CONFERENCE CONFERENCE 

EXECU11VE HOUSE COMMITTEE COMMITTEE SENATE COMPARISON 
BUDGET VERSION CHANGES \ISRSIOH VERSION TO SENATE 

SlllrlNand .... $18,722."6 $16.648,603 i$1s.•l $18,527.814 $18,527,81-i ~--- 11,372,000 11,372,000 .-.e,336 10,ta,915 11,014,932 ~-- 825,000 825,000 825,000 825,000 

=:- t,500,000 1,600,000 1,600,000 U00,000 
5,700,000 6,700,000 6,700,000 5,700,000 

~PAOEfund 1.425,000 1,426,000 1,425,000 1,425,000 
BiOln,-w.o ,_nw ~ ~ ~ ~ 
Totll_,Nndl $38,494,988 $38,318,&03 ($465,324) $37,853.279 $37,942,S◄e 

'-- ...,,._ lnelome ~.~!91!lH ~12◄~.eo~ (465.324) ii.m.m iU§71~ 

cw.r.lfund sa,01~.000 $8,075,000 ~ $8,075,000 $8,075,0(IC) 

F1'E 178.50 178.!iO ().00 178.50 178.60 

Dept. 471 .. Bank of North Dakota • Detail of Conference Committee Changes 
REOUOES AEDUOES 

RECOMMENOED F=UNOINO FOR TOTAL 
FUNOINGFOR INFORMATION CONFERENCE 

HEALTH TECHNOLOGY COMMITTEE 
INSURANCE 1 cosrs2 CHANGES 

GIMrietendwagee ($18,989) i$1a.ee9l 
=.i~ ($446,335) 446,335 

~ 
~ PACE fund 
Biglr.ilng Wtnet 

T0411dfund8 ($18,989) ($«8,336) ($485,324) 

l ... lltimlttd Income Uia.nl ~~Gl (466,324) 

Gwtalfund $0 $0 $0 

m o.oo o.oo 0.00 

1 m. amendment redllcff the lundlng 'Of Mn~ hMlh lnsu,ance ~ from $493 IO $4el,70 pet nmtt,, 

2 This ~t 11duoff lundltlg fof lnlotmellon ~Y by $446,335 from lf)eCW lundi, which,.....,..• redot':tion In ~Ion 
~10ioCW funding from epeelll fundl a4 _,,oldmalely 6 l)lfcent, 

HouM SIii No, 1015. Housing Finance Agency• Conference Committee Action 
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! CONFERENCE CONFE Af: NCI: . 

I 
E)(ECUTIVE HOUSE COMMITTEE COMMITTEE SENAtE COMPARISON j auOGET VERSION CHANGES VERSION VERSION TOSENAlE 

Sallrlte and wages $3.976,792 $3,9~.267 (~.360i $:i,929,007 $3,9~.907 

I 0 
0,,-Mlng ellpfl'IMI 2,415,6$() 2,416,660 (24,060 2,391,,i&O M15,560 ($24 .oeo1 ('' Gtentt 27,168,380 27,160,3$() 27,168,380 27,168,3eo 
HfAeont~ ~ ~ ~ ~ 
TotalalfunCM $33,660, 732 $33,618.207 ($28,4◄0) $33,589,767 $33,613,847 ($24,oeo) 

l ... •limaltd Income ~~M91ll2 ~~161§,gQZ ~ ~ ~Mt3,~l ~ 
GeM(.i fund $0 $0 $0 $0 $0 $0 

FTE 43,00 43,00 0,00 ◄3.00 43,00 o.oo 

Dept. 473 • Hot1alng Finance Agency • Detail of Conference Committee Changes 
REDUCES REDUCES 

RECOMMENDED ~ING FOA TOTAL 
FUNDING FOR INFORMAYION CONfERENCE 

HEALTH 
INSUAANOE 1 

TeOHNOt.OGV 
OOST82 

COMMITTEE 
CHANGES 

SallritlandWr'}II ($<4,380) f S<4·*l Qp(N'alng~ ($2.C,080) 2-4,080 
Cttnlt 
HFAcontlngencle$ 

l ToCil81Nndl ($4,380) ($24,080) ($28,440) 

L ... ~ Income ~ ~ ~ 
o.rllfund $0 $0 $0 

FTE o.oo o.oo 0.00 

I 1 m. arnendmenl teduclt ._ funding 1or ..... ~ hellth lnuance p,ernlun'll from $493 '° $488.10 per momh, 

t Thia~ rtducll Wonnallon IICt"10loOV bV $24,Cl80 born special fundl. whlctl fllPrlieliti •~In~~ ~JfldlnO 
M apec:1111 tur'ldtot ~ 6~ 

House BIii No. 1015 .. MIU and Elevator• Conference Committee Action 
(., 0 CONFERENOS CONFERENCE 

EXECUTIVE HOUSE COMMITTEE COMMITTEE SENA.YE COMPAAISON 
BUDGET VERSION CHANGES VERSION VERSION TO SENATE 

Sallrillandno- $18,703,858 $18,703,856 ,s12,900l $16,690,951 $16,890,966 ~.:--- 13,014,42e 13,01-4,◄28 (23,230 12,991,196 13.01 ◄ ,426 ($23,230) 
250,000 250,000 260,000 260,000 

~promotiofl ~ ~ ~ ~ 

Ttilllal~ $30,018,282 $30.018.282 ($36,130) $29,982,152 $30,005,382 ($23,230) 

Less esttmated lnCome ~~ 30.0t§.~ tae,1;w 29,96.Pfii 30,005.~g ~ 
Gtnerllfllnd $0 $0 $0 $0 $0 $0 

FTE 125.00 125.00 0,00 125.00 126.00 0,00 

D9pt. 475 • MIii and Elevator .. Detail of Conference Committee Changes 
REDUCES f\S0UCES 

REC0Mt.4ENDED FUNC!NGFOR TOTAL 
rUNOINGFOR INFOIWATk)N CONFERENCE 

HEALTH TECHNOlOOV COMMITT'EE 
INSURANCE 1 COSTS:? CHANGES 

Salaries and wages ($12,900) ($12,900J 
C>pe,atJno e,cpenltt ($23,230) (23,230 

=:"a --~ 

T~alftlticM ($12,900) ($23,230) ($36,130) 
i 

Lesa ~ed Income ~ ~ (3&,130) I 
I 

I GfirMtrll fund $0 $0 $0 
I 

I F1'E 0.00 0,00 0.00 
l 1 This~• redUCet the funding fol' ltalf ~ hMlth lnauranee p,emlurns from $493 lo ~.10 P8f month. 

(. I e• ~---..,, 

: ) 2 This~ rewces lundlnO fot lnfOMliltiUn tec!"'°'°fW t,v $23,230 from 8f)8Clal fundl, whleh rep,Ments a tedutlllon In lnlonnallon ~ I i' 

I ... _ _/ fundlnQ lton'I tf)IClal lundl of appt01dm1tely 5 pt(Ctrtl, t, 

I 
i 
I 
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38016.0212 
Tltte. 

Prepared by the Legislative Council staff for 
Senator Lindaas 

Fiscal No. 1 AprU 21, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1015 

That the Senate recede from Its amendments as printed on pages 1480 .. 1493 of the House 
Journal and pages 1314-1326 of the Senate Journal and that Engrossed House BIii No. 1 o 15 
be amended as follows: 

Page 1, line 3, after "appropriation" Insert "; to provide for a leglslatlve council study" 

Page 1, Hne 14, replace "6,264,04711 with 116,244,663" 

Page 1, llne 15, replace "1,947,591" with 111,904.767" 

Page 1, llne 19, replace 1144 1380,928" with "44 1318,720" 

Page 1, line 20, replace "37.296,489" with "37,291 .83fr 

Page 11 llne 21, replace 117,084,439" with •110261884" 

f-age 2, llne 1, replace "16,546,603• with "16,527,614" 

Page 2, llne 2, replace "11,372,000• with 1110,925,665" 

Page 2, line 5, replace "30,243,603" with •29,778 127911 

Page 21 llne 141 replace 1116, 703,856" with 1116,690,956" 

Page 21 line 151 replace 1113,014,426" with "12,991, 196" 

Page 21 line 18, replace "30,018,282" with 1129,982, 15211 

Page 21 fine 21, replace 113,934,267" with "3.929,907" 

Page 2. line 22. replace 112,415,560" with "2,391 ,48011 

Page 2, llne 25, replace "33,618.207" with "33,589,767" 

Page 2, line 26, replace "15,159,43911 with "15,101,884" 

Page 2, llne 2,, replace 11131 1176,581" with "130,642,034" 

Page 2, line ~'1, replace "146.336,020" with "145,743,918" 

Page 4, llne 5, after "TRANSFER" Insert " .. INDUSTRIAL COMMISSION REPORT" 

Page 4, line 11, after the period Insert "The Industrial commission shall report to the fifty-ninth 
leglslatlve assembly regarding the mill and elevator association's net Income to date 
and astlmated net Income for the remainder of the 2003-05 biennium. 11 
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Page 5, after line 31, Insert: 

"SECTION 14. LEGISLATIVE COUNCIL STUDY• OIL ANO GAS DIVISION 
ANO GEOLOGICAL SURVEY MERGER, The teglslatlve council shalt consider 
studying, during the 2003-04 Interim, the potentlat merger of the oil and gas division and 
the geotoglcat survey. The legislative council shall report Its findings and 
recommendations regarding the results of the oil and gas division and geological survey 
merger study, together with any leglslatlon required to Implement the recommendations, 
to the fifty-ninth leglslatlve assembly." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

Hou .. BIii No, 1015 • summa,y of Conference commlttH Action 
CONFERENCE CONFERENCE 

EXECUTIVE HOUSE OOMMtmE COMMITTEE SENA'1'E 
BUDGET VERSION CHANGi!S VERSION VERSION 

lnduarlll Commlulon 
'l'Olal .. fufldl $44,449,596 $44,380,928 ($~:il $,4,i.318,720 $43,957,683 

~~~ i~:ffiffl ff:U i~:ffl i:fflfii ($ I 

81,lkt,fNorfl~ 
$37,942,648 raw .w f\lnCM $38, .. 94,968 $38,318,603 (r:t:~ $37,853,279 

LMt tlllmMtd 1ncome U~tHU l:ffl:&88 • 4 H:m:m iH9"18M ~~ ,7, I 78. 

~~~ $33,660,732 $33,818,207 (r:1 $33,689,787 $33,813,847 
UN tltlnlllltd ~ 33.660115 33.8182i 264't ~~ ~.§13.841 
a...fund '° Mllfll'ldEIMb' 

$30,005,382 Toe.llMfundt $30.018,21!2 $30,018,282 (m:1a1 $29,982,162 
l.Ma~ ltlt.c)me 30,018.ifi ru,.01115 29,982,tti 30.0!)5., 
~b,d 

Bl'l'ots 
TOUII 1111 fundl $14&,823,676 $14&,336,020 (if::~ $146,743,919 $ t-45,!U 0,'58 
I.Ma tlllrnatied lncol'l'le 13t • .01affl ~1-F'·ffl :M64 'ij~·W ffi:tiffl a.n.tai "-1d sl s.221, 5, 59, • r. ,. 

House BIii No.1015 • lnduatrlal commission-Conference committee Action 

E)(EOUTIVE HOUSE 
BUDGEr VERSION 

SIIIIWandwac,et $8,332.714 $6,2'i4,047 =::-- 1,947,691 u•7.5s1 
88,300 68,300 

GrlWtts 16,270,000 16.270,000 
Bond~ 11.§;!2.~ l9,~.iiQ 

TOlll .. f\ll'lds $,,44,«9.695 $44,380,928 

t ... Mtimatedlncon'le ~7.302,82◄ 37,296,489 

aen.ralfund $7,146,771 $7,084,,439 

FTE 58.37 68.37 

CONFERENCE 
COMMITTEE 
CHANGES 

($19,384l 
(42,824 

($62,208) 

~ 

($57,655) 

0,00 

CONFERENCE 
COMMITTEE 

VEASION 

$8,24't,683 
1,~,787 

88,300 
18,270,000 
19,HQ,ltil 

$,1-4,318,720 

37,iiti.tH 
$7,026,884 

58.31 

SENATE 
VERSION 

$5.871,834 
1.918,SSG 

68,300 
16.270,000 
12,~.!1!2 

$43,957,683 

a1.~.uQ 
$6,8&1,813 

53,37 

Dept. 405 .. Industrial commission .. Detail of Conference Committee Changes 

Salarlttandw,oet 
Opet~ t,cpenht 
~ .... 
Gtantt 
Bondpeyments 

'1'Cltlldfundt 

l ... tlltlmated Income 

o.ntfllf\Jnd 

l~EOUCES 
RECOMMENDED 
FUNDING FOR 

HEAL'TH 
INSURANCE 1 

($8.089) 

($6,089) 

W!l 
($5,470) 

REDUCES 
FUNDING FOR 
INFORMATION 
'1ECHNOLOOV 

COSTS 2 

($42,824) 

(~2.824) 

~ 
($38,790) 

REMOVES 
ADOS FUNDING PARTIAL 
ANO 1 FTE FOFI FUNDING FOR REMOVES 

PETAOLEUM OE:OLOOIST POSITION ANO 
ENGINEER3 POSITION• f:UNOING6 

$1-49,376 ($87,871) ($i'6,000) 

($87,671) ($75,000) 

$1-49.378 ($87.611) ($76,000) 

COMPARISON 
fOSENATE 

$3tl1,037 

$3~ 

(re::; 
24 (f4:,r 

(m:;~ 
$224,,teO 
~·$~1) .o i 

COMPARlf:ON 
TO SENATE 

$372,829 
(11,792) 

$361,037 

~ 

$366,071 

5.00 

lOTAL 
CONFERENCE 
COMMITTEE 
CHANGES 

($19,3841 
(-42,824 

($82,208) 

~~ 

($67,555) 
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Fll: 0,00 O,OQ I 00 0,00 (1,00) 0,00 

t This amendment rfdu<;ff lhe funding lo, stale ampioyoe hea\lh in&Ueance pu1mlums from $4931n $488, 70 pe, month. 

2 Thia amendment rodl.lCff tundlnQ 1ot k'lformallon techoo4oQv by $-42.824, which 11 $38."/90 from 1he general fund and $4.034 lrom Olllef fund&, 
wt,lch repteMnl• • reduction In lolal lnlormatlon led,noiogy funding of IIW(o~lmalely 6 Ptl'llel11, 

3 Thlt ~I adds funding 11\d 1 FTE for lhe pelrllle\lm englnetr IV position Which was r•moved l1om lhe Oil and Oas Dl'ilslon In !he 
Gowtmor't (ecommtndllllon, 

" This amendmlnl renxwe, pwiial funding lof a geologlst poslllon which Will tlfmlnate July t, 2004, 

s Thil lfflilndmenl rtmOVfl one position wld tundlng lrom lhe Geologlcal Surve~. 

This amendment also adds a section for a Leglalatlve Councll stt 1dy of an Ofl and Gas Division and 
Geological Survey merger and a report to the Fifty-ninth Leglslatlve Assembly. 

Hou .. am No.1015 .. Bank of North Dakota• Conference Commttt• Action 
CONFERENCE CONFERENCE 

E>CEOUTIVE HOU$E: COMMITTEE COMMl'f'TES INATE COMPARISOH 
BUDGET VERSION CHANGES veRSION RSION TOSi!NATE 

Salllrittn-.. $18,722,"8 $1$.648,803 lst8
'
989l •1e,&21,w $18.527,814 =::rn- 11,372,000 11,372,1)1)1) 44$,335 10,825, 11,014,932 ('8Ui7) 

825,000 82$,000 &26,ng 825.000 ~- 1,600,()1)(1 1,60(),000 1,600, 1,500,000 
PACE 6,700,000 5,700,000 6,700,000 6,700,000 
~PAOEfund 1,426,000 1,425,000 1,426,000 1,426,000 
Bjgllwllngfatmtf ~ ~ ~ ~ 

TOUllllfutldl $38,494,e&s $38,318,603 ($465,324) $37,653,279 $37,a.42,548 ($89,2$7) 

L ... ettlmaled Income i.21•121eee ~~ (◄§5,321) 29.nu79 n1H7,M§ ~ 
Gentrtl fund $8,076,000 $8,076,000 $0 $8,075,000 $8,()76,000 $0 

FTE 118.60 178.60 o.oo 178.50 178.60 0.00 

Dept. 471 - Bank of North Dakota • Detail of Conference Committee Chang" 
REDUCES REDU0ES 

RECOMMENDED FUNOINGFOA TO'rAL 
FUNOINQFOA INFORMATION CONFERENCE 

HEM.TH T£CHHOl0<3V OOMMtrrEE 
INSUAANOE 1 <:OSTSI CHANGES 

~MdMQN ($18,lle9) ~$18,989! =:=--- ($446,335) 448,336 

=,::-
AQ«ulluft PACE fund 
~ fanner 

TOlll .. lunds ($18,989) ($446,335) ($465,324) 

l.aiN~w»me JJMU1 (Wl.33§1 (465.324) 

Genetallund $0 $0 $0 

FTE o.oo 0,00 0.00 

1 Thia wnendment reducu the funding fol' ttete employ• h9altft ln.uranoe premlumi from $493 to $488, 70 pet month, 

2 Thlt ~t reducee fundjng fol' lntornMMlon tectiuolooy by $44&.3311 lrom special funds, whlch rapteaents • reduction In lnform4tlon 
IIK:hoology fundlno fl'om iipecial lundl of -.,pn,Klmatefy 6 percont, 

House BIU No.1015 .. Hou1lng Finance Agency .. Conference committee Action 
CONFERENCE CONFERENCE 

EXECUTIVE HOUSE COMMITTEE COMMITTEE SENATE COMPARISON 
BUOOET VERSION CHANGES VERSION VERSION TO SENATE 

s.lar!Mandwages $3,976,792 $3,934,287 !$4,360~ $3,929,907 $3,929,907 
Qper.alng Ollf)enMS 2,416,560 2,416,660 2•,080 2,391,480 2,415,660 ($24,080) 
Gra,,t$ 27,168,380 27,169.380 27,1118,380 27,168,380 
HFA conllnQencle11 ~ ~ ~ 100.000 

Tola! al funds $33,660,732 $33,818,2()7 ($28,440) $33,689,787 $33,813,847 ($24,080) 

Less estimated Income 3~,660,'r.jg 3318l81i27 ~ffi>i 3311>881 '187 ~.~131M1 (2410801 

a.net'al fund $0 $0 $0 $0 $0 $0 t .-· ... , .. 
·~) FTI: .. 3.00 43,00 0,00 43.00 43.00 0,00 

" \ 

Page No. 3 38015.0212 

Thi llfoNll'IPllfo , .... ott tflf• fft• .,.. ICC1.11'•t• reprOllwltl• -1 t~ONII •uwrld to Modem lftfo,wtf on tytt• fo, •torofftat,w lftd 
Wtl"t fHi..d fn tht reeul•r oour1t of i!Ulfntt,. Yht phototl"IP!fc procett ... t• tttndlrdt of tht AMtrfcain National ltandll'«M Jftltftute 
(Mil) for 1rchfY1l MfcNff ht. NOTIC8s If tht fftlild , .... abow f• lfft lttfblt than thfa Motfct, ft fl cl,e to ttt. quetfty of tht __ .,.,~,....... ~ 

1 QI"\ et> ~ 10 Q SJ3 ~.i .... lf'_J.:i};~L~ I & .l. 
.. 

A qi ~ ....... _,,, 
i ' ~· ' 

l 

• 

I 
I 

I 

.J 

I 



r 
1 

j 

f r;,, 
II 

I 
1 
I 
I 

0 

Dept. 473 .. Housing Finance Agency • Detall of Conference Commlttff Changes 
AEOUOES RE0UCli8 

AtCOMMEN0ll0 FUNDING FOR TOTAL 
FUNOINOrnR INfORMA.TION CONFEHENCr 

HEALTH TECHNOLOGY COMMITlt;t: 
INSURANCE 1 COSTS 2 CHANGES 

Salaries •nd wages ($4,360) ~$-4.3601 Qpet'allng e1q>en&et ($2-4.080) 24,080 
Otani, 
HFA conlingencit& 

lcqillfundl (~,360) ($24,080) ($28.'440) 

L•lllinlledlncornt ~ ~ (28,440) 

GeMt'llfund $0 $0 $0 

F1'E 0,00 0.00 0,00 

t Thll .,,.ldment l'tdUoN the funding b' .-. ~ hM6th lnlul'anct r,rtmlum& from-.~ to Maa,70 pet rnonlh, 

I n-~ rtducN lnb'l'Tllliotl ~ bV $24,0801roinepeclal fundi, whlct, t'tP(lNtntl • red\lctlon In loton'nallon ~ fundlno 
11ornlPldl'funded~5Pl(ClnC. 

Hou• Bill No, 1015 - MIii and Elevator - Conterence Committee Action 
CONFERENCE CONFERENOE 

EXECUTIVE HOUSE _,-ee COMMITT~E SENATE COMPARISON 
BUDGET \IERSION ES VERSION VERSION TOSENAYE 

8alarllttincl-- $16,703,856 $18,703,858 ($12,900~ $18,890,956 $18,690,958 
~~ 13,014,429 13,014,426 (23,230 12.991,198 13,014,428 ($23,230) 

~promollon 
250,000 250,000 260,000 260,000 
~ ~ ~ ~ 

l'Olal ...... $30.018,292 $30,019.282 ($36,130) $29,982,152 $30,005.382 ($23,230) 

Ltu ~ lncomil 30,01&,m :t0.oie.m ~ 2ue2.152 ~.29§.m ~ 
o.n.talfund $0 $0 $0 $0 $0 $0 

FTE 125.00 126.00 0,00 125,00 125.00 0.00 

o.pt. 475 • MIii and Elevator • Detail of Conference COmmfftee Changn 
REOUOES REDUCES 

RECOMMENOEO FUNDING FOR TOTAL 
FUNDING FOR INFOAMATION CONf'ERl:NOE 

HEALTH TEOHNOlOOV COMMlirEE 
INSURANCE 1 C08TS2 CHANGES 

sallliNandwtQtS 

EC 
($12,900) 

($23,230) 
($12,900~ 
(23,230 

Touilallunda ($12.900) ($23,230) ($33,130) 

i... eslil'llMed lncom& (12.800) (23,2:M>l ~ 

Genetllfund $0 $0 so 
FTE 0,00 0.00 0,00 

1 Thls amendment redoces lhe funding fot IIUde emplOyet health lnaufance premiums from $493 lo $488,70 pet n'lonth, 

a U. lmll'ldrnent redtJcet fuf)dlng fol' lnfol'matlon ttchnology by $23.230 fron'I sp&clal funds, which ,.....-• reduction In Information lt<:h,,ology 
fcll'ldlnO fmmtf)8clal ful1di of app,'OXlnlatel)' 5pet~. 

This amendment also requires the MIii and Elevator Association to report to the Fifty-ninth Legislative 
Assembly reqardlng the MIii and Elevator's net Income to date and estimated '14Jt Income for the 
remainder of the 2003·05 bl~ni'llum. 
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REPORT OF CONFERENCE COMMITTEE (420) 
Aprll 21, 2003 4:52 p.m. 

REPORT OF CONFERENCE COMMITTEE 

Module No: SR-72-8001 

lnMrt LC: 38015,0214 

HB 1015, •• engroaNd: Your conference committee (Sens, Schoblnger, Kringatad, Lindaas 
and Reps. Thoreson, Skarphol, Kroeber) recommends that the SENATE RECEDE 
from the Senate amendments on HJ pages 1480-1493, adopt amendments as follows, 
and place HB 1015 on the Seventh order: 

That the Senate recede from Its amendments as printed on pages 1480• 1493 of the House 
Journal and pages 1314·1326 of the Senate Journal and that Engrossed House BIii No. 1015 
be amended as follows: 

Page 1, line 3, after "approprlatlnn" Insert"; to provide for an Industrial commission review" 

Page 1, llne 14, replace •a,264,047" with "6,244,663" 

Page 1, llnc 15. replace "1,947,591" with "1,904.767" 

Page 1, llne 19, r~r>laoe "44,380,928" with "44,318,720" 

Page 1, llne 20, replace "37,296.489" with "3L29~" 

Page 11 llne 21, replace "7,084.439" with "7,026,884" 

Page 2, llne 1, replace "16,5461603" with "16,527,814" 

Page 2, tine 2, replace "11,372,000" with "10,925,665" 

() 
Page 2, llne 5, replace "30,243,603" with "29,778,279" 

Page 2, line 14, replace •16,703,856" with "16,690,956" 

Page 2, llne 15, replace 1113,014.42611 with "12,991, 196" 

Page 2, line 18, replace "30,018,282" with "29,982,152" 

Page 2, llne 21, roplace 113,934,267" with "3,929,907" 

Page 2, llne 221 replace 112.415,56011 with "2,391,480" 

Page 2, llne 25, replace 1133,618,207" with "33,589,767" 

Page 2, llne 26, replace "15, 159.439" with 1115, 1 o 1,884" 

Page 2, llne 27, replace "131,176,581" with "130,642,034" 

Page 21 line 281 replace "146,3361020" with "145,743,918" 

Page 4, line 5, after 'TRANSFER" Insert " .. INDUSTRIAL COMMISSION REPORT" 

Page 4, line 11, after the period Insert "The lndustrlal commission shall report to the fifty-ninth 
leglslatlve assembly regarding the mill and elevator association's net Income to date 
and estimated net Income for the remainder of the 2003-05 biennium." 

Page 5, after llne 31, Insert: 

"SECTION 14. INDUSTBIAL COMMISSION REVIEW • OIL AND GAS 
DIVISION AND GEOLOGICAL SURVEY MERGER· BUDGET SECTION REPORT. 
The Industrial commission shall revtew the Implementation of the merger of the oll and 

t2) oesK, t2) COMM Page No. 1 sA-12-aoo1 
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REPORT OF CONFERENCE COMMITTEE (420) 
Aprll 21, 2003 4:52 p.m. 

Module No: SR-72-8001 

lnaert LC: 38015,0214 

gas division and the geological survey to be accomplished by July 1, 2005. In 
conduotlng the review. the Industrial commission shall consider allowing the oil and gas 
director to appoint the state geologist, recommend a name change for the merged oil 
and gas dlvfslon and geological survey, and Identify efficiencies and savings that will 
result from the merger, Before November 1, 2004, the Industrial commission shall 
present a report to the budget seoUon regarding the recommendations for the oil and 
gas division and geological survey merger. The Industrial commission shall report Its 
findings and recommendations, together with any legislation required to Implement the 
recommendations, to the fifty-ninth leglslatlve assembly. 

SECTION 15. OIL AND GAS DIVISION AND GEOLOGICAL SURVEY 
EMPLOYEE POSmONS. Any full-time equivalent employee position In the oil and gas 
division and geological survey that becomes vacant because of an employee 
retirement or an employee resignation must remain vacant for the remainder of the 
2003-05 biennium: 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House BIii No. 1015 • summary of Conference Committee Action 

CONFERENCE CONFERENCE 
EXECUTIVE HOUSE ~:\41TTt:G COMMITTEE SENATE COMPARISON 

BUDGET VERSION CHANGES VERSION VERSION TOSENAl'E 

lndulrlal ~ 
Totala!lfundl $«,'449,&efr $44,330,928 (1:1 $«,318,720 $43,957,883 1381,037 
LM~lncome iHi:ffl lijftffl iijlAffl H:ffltfi ..BP· Oenefaf fund ($ ' 

BankotNonh~ 
TOMl .. fundl $38,-49-4,966 $36.318,603 (r=:;i $31,853,279 $31,942,648 <;:; '--~ "''lOme U· .. ~·HM l{f~·~ .. ◄ il•7;,~ lt.ffl:&U General fund ,0 I 10 I ,o I 

~~~ $33,660,732 
L• ettimaled Income 33,GG0,732 
General fund so 

\'S33,818,207 
33,818,~ 28-140 (r:~l $33,689,161 

33,689,7" 
$33,813,847 
331813,847 so 24 080 'f•:o;:i 

MJlf ~ EkWltol' 
TM .. fundl $30.018,282 $30,018,282 $29,962,162 $30,005,382 (~23:2;1 L• Oltlmated lnoom& 30.018,, 30,QHl,282 29,982.162 30.005., 23230 
Otnetalfund - $0 $0 

Bill Total 
$22-4,460 Total aN funds $146,623,575 $148,338,020 (fffl:~~ $145,743,918 $146,619,-458 

LMl..umatadlncom. 131.401.~ 131,176,681 130.&42.m 130,~ifl ~L4g,GJO General fund $f6,221,77f 16,159,439 S1s,101. $14, • 8 ,o 1 

House BIii No. 1015 • Industrial Commission • Conference Committee Action 

CONFERENCI: CONFERENCE 
EXECUTIVE HOUSE COMMITTEE COMMITTEE SENATE COMPARISON 

BUDGET VERSIOH CHANGES VERSION VERSION TOSENATE 

~llwlwages $8,332,714 
Qpntlng e>epentes 1,947,691 
capitalwett 88,300 
Greni. 16,270,00() 
Bond~lll 191830,990 

$8,2&'1,047 ($19,384~ $8,24-4,663 $6,871,83-4 $372,829 
1,91,7,591 (42,824 1,904,787 1,918,659 (11,792) 

68,300 88,300 88,300 
18,270,000 16,270.000 16,270,000 
19,830,990 19.8301990 19~.990 --

Total &II funds $44,449,595 $44,380,928 ($62,208) $44,318,120 $41,957,883 $381,037 

Leu estimated Income az.302.~, 37,2913.489 M&W 37.291.838 37.295,870 ~ 

Goneral fund $7,t4e,n1 $7,08,4,439 ($57,555) $7,026,81W $6,661,813 $365,071 

FTE 58,37 58,37 0,00 68,37 53.37 6,0(J 

(2) DESK, (2) COMM Page No. 2 SR•72-A001 
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REPORT OF CON,-.l=RENCE COMMITTEE (420) 
April 21, 2003 4:52 p.m. 

Module No: SR-72-8001 

lnMrt LC: 38016.0214 

Dept. 405 • lndu1trlal Comml11lon • Detail of Conference Committee Change■ 

REOUOES REDUCES REMOVES 
AECOMMENOED FUNDING FOR ADDS FUNDING PAR'rlAL TOTAL 
FUNOINGFOR INFORMATION ANO 1 FTEFOA FUNDING FOR REMOVES CONFERENCE 

HEALTH 'TECHNOL~V PETAOLEU~ GEOl.001S1 POSITION~ COMMITTEE 
INSURANCE 1 COSTS ENGINEER POSITION FUNOING CHANGES 

s.llrietandWIQel ($8,089) $149,378 ($87.871) ($71S,COO) ($19,384~ 
~ eltt)«INI ($42,824) (42,82'4 
Oapllal ...... 
Gnlf\lS 
Bond paymenta --
Toc.laltlUl'ICM ($8,089) ($42,824) $149,378 ($87,671) ($75,000) ($e2,208) 

L ... Mtimla.d Income (619) ~ ~ 
Genetlltund ($1i,~70) ($38,790) $149.376 ($87,871) ($75,000) ($57,555) 

FTE 0.00 0.00 1.0J 0.00 (1,00) 0,00 

1 This am.ndment Ndoca the flJndlng fO( atate empk>Vfe health losutanot premluma fl'Ol'l"I $493 lo $488. 70 per month, 

2 Thia arntl'ldmenl rtdLKltl funding for lnfonnatlon technology~ $'42,824, Which It $38,790 from the~ fund and $4,0:M from oti1e1' tundl, 
Whld'I ~ • teduetlon In total Information ~ lul\dlng of .-olllmalely 5 perc»nt. 

3 Thi, MWldnW!t ~ funding and 1 FTE for the pettoleum ~ IV JX)lltlon Which waa l'emcwd from the Oii aM aa. DMllon In the Go\lemo(.~. 
4 1"" ttnlltdnWtt l9mOI/M partial funding fOt a geologltt poaltlc)n which Wiil ttrmlnate July 1, 2004. 

5 This nrr'lll'ICi'nflm ~ one poaltlon and funding trom the GeologleaJ SUrvey. 

This amendment also adds a section for Industrial commission review of an OIi and Gas Division and 
Geological survey merger, a report to the Budget Section, and a report to the FlttyMnlnth Legislative 
Assembly, and adds a section to provide that employee positions that become vacant for the 011 and 
Gas Division and Geologlcal Survey remain vacant. 

House BIii No. 1015 .. Bank of North Dakota .. Conference Committee Action 

EXECUTIVE HOUSE 
BUDGET VERSION 

SeJarln and waoes $18,722,966 $16,548,603 
Operating t>q)tnses 11,372,000 11,372,000 

~,;:. 825,000 826,000 
1,600,000 1,fi00,OOO 

PACE 5,700,000 6,700,000 
Agtblltute PACE fund 1,425,000 1,425,000 
BiOlnn lno fltfflef' ~ ~ 

Totalallfunde $38,494,966 $38,:)18,603 

LNS tltin\aled Income 3.Qdj9.966 30,2-43,60~ 

Genet'alfund $8,075,000 $8,076,000 

FTE 178.50 178,50 

CONFE~ENCE 
COMMITTEE 
CHANGES 

($18,989) 
(446,335) 

($46ti.324) 

1465.324> 

$0 

0.00 

CONFERENCE 
COMMITTEE 

VERSION 

$16,527,814 
10,926,685 

825,000 
1,600,000 
5,700,000 
1,425,000 
~ 

$,'37,853,279 

29i'f781279 

$8,015,000 

178.60 

SENATE 
VERSION 

$18,~7.814 
11,014,932 

826,000 
1,600,000 
5,700,000 
1,425,000 
~ 

$37,942,546 

291867,MS 

$8,(175,000 

178.60 

Dept. 471 • Bank of North Dakota .. Detall of Conference Committee Changes 

(2) DESK, (2) COMM 

REDUCES 
RECOMMENDED 
FUNDING FOR 

Hl:AL 1H 

Rl'::OUOES 
FUNDING FOR 
INFORMATION 
TECHNOLOGY 

TOTAL 
CONFERENCE 
COMMITTEE 

Page No. 3 

COMPARISON 
TO SENATE 

($89,267) 

($89,267) 

~ 
$0 
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REPORT OF CONFERENCE COMMmEE (420) 
Aprll 21, 2003 4:52 p.m. 

INSURANCE 1 COSTS2 CHANGES 

Balairinlndw1g91 ($18,989) t$18.9891 ~..::n- ($448,335) 448,335 

~ PAOO 
Ao,tcultut&PAOSfund 
Biolr•1lno,.,.,,., 
TotahN fundl ($18,989) ($448,335) ($485,32,t) 

leu~lnccx'i-. t.1§Mti lot-4§,335) lffl,324) 
Genertl fund $0 $0 $0 

FTE 0.00 o.oo 0,00 

Module No: SR-72-8001 

Insert LC: 38015.0214 

1 Thlt Mlendrnlllt ~ the funding fot' 11$ employee h6alth lntutance p(emluml from $,t93 IO $486,70 pet' month, 

2 TIMI ~t ~ funding fol' lnformatlon ttchnologv by $448,335 ftom apeclaJ fundll, which l'tf)l'tMnts a ~ II\ lnfonMtloo 
~ funding ftom epeclal furi"dl of app,o~ s percent. 

Houle BIii No. 1015 • Houllng Finance Agency • Conference Committee Action 

EXEOU'IWE 
CONFERENCE CONFERE!NOE 

HOUSE COMMITTEE COMMITl'EE SeNATE COMPARl$0N 
BUDGE1 VERSION CHANGES VERSION VERSION roseNAre 

salarlfaanctwao- $3,976,792 $3,934,267 1$4,360! $3,929,907 $3,929,907 
Operttlngellt)tn ... 2,ot16,680 2,416,680 24,080 2,391,-480 2,,$16,660 (Siot,oeo) 
Grant$ 21,188,380 27,18&,380 27,188,380 27,188,380 
HFA ~ ~ ~ ~ ~ 
Total all funcM $33,6&0, 732 $33,818.207 ($28,"40) $33,589,787 $:.\3,613,847 ($24,080) 

leu~lnoome 1i,HQ.m2 it11§18,2Q1 ~ H,589.761 3Ml~1MZ ~ 
Genetal fund $0 $0 $0 $0 $0 $0 

FTE 43,00 43,00 0,00 ot3,00 43,00 0,00 

Dept. 473 • Housing Finance Agency .. Detail of Conference Committee Changes 

REDUCES AEOUCES 
f\ECOMMENOEO FUNDING FOR TOTAL 
FUNDING FOR INFO~MATION CONFERENCE 

HEALTH TECHNOl<i<3Y COMMITTEE 
INSURANCE 1 COS'T'S CHANGES 

Salarkttandwages ($4,360) 
~ ellJ)el'laes 
Gtanlt 

($24,080) i$4,3601 24,080 

HFA c:ontlngencln 

TotAII all tundi ($4,380) ($24,080) ($28,«0) 

Lea estimated Income ~ ~ 128,«0) 

Oenerelfund $0 $0 $0 

F'T'E 0,0() 0.00 0,00 

1 Yhlt amendment reduces the funding f« state~" he41th lniwranOll premium• from ~93 to $488,70 ~ month. 

2 l'hlt amtndmenl l'iducel lnfomlatlon tadlnolooY by $24,080 from lt)eelal funds, wNch reptesem a reooctlon In lnfom1atlon laehnok)Oy funding m epecial ftJnds of app,oidmately 6 pel'Cfnt, 

Hou .. BIii No. 1015 • MIii and Elevator• Conference Committee Action 

(2) DESK, (2) COMM 

EXECUflVE 
BUDGET 

CONFERENCE 
HOUSE COMMll1EE 

VERSION CHANGES 
Page No. 4 

CONFERENCE 
COMMITTEE 

VERSION 
SENATE 
VERSION 

COMPARISON 
TO SENATE 

SR-72-8001 
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REPORT OF CONFERENCE COMMITTEE (420) 
April 21, 2003 4:52 p.m. 

Module No: SR-72-8001 

lnNrt LC: 38015.0214 

SllairittandWaQM $18,703.856 $16,703,atie ($12,900l $16,880,956 $16.$90,9$6 
Qpllf1ltlno lllpenl,II 13,014',4'26 13,01,4,,426 (23,230 12,991,19$ 13,014,429 ($23,230) =- 250,000 250,000 250,000 250,000 

•promotion ~ ~~ ~ ~ 

ToWallfuta $30,018,282 $30,018,282 ($36,130) $29,882, Ui2 $30,005,382 ($23,230) 

IMI IMtlmlilld Income itQ&HUU ii~OJl.2.12 ~ 2i1Ha11H ~2.-.m ~ 

Genetti fund $0 $0 $0 $0 $0 $0 

FTE 126,00 125,00 0.00 126.00 126,00 0,00 

Dept. 475 • MIii and Elevator - Detail of Conference Committee Changes 

REDUCES REDUCES 
RECOMMENDED FUNDING FOR TOTAL 
FUNOINOFOA INFORMA.rlON OONFERl:NOE 

HEALTH TECHN<X.Cf V COMMITteE 
INSURANCE 1 COSTS CHANGES 

S....rtetandwagee ($12,900) 
($23,230) 

($12,900! 
~~- (.?3.230 

==-promotion --
Totll .. fundl ($12,900) ($23,230) ($36,130) 

IMl..,,_lncome ~ ~ tHJ.W 
a.wtlfund $0 $0 $0 

FrE 0,00 0.00 0.00 

1 Thll amendment rtducN the funding for atai. ~ hlliilth inaotanee premiun'$11'()M $493 to $,488,70 PfJ1' month, 

2 This amendment l'lducel funding for lnlOtmatlon &achnology by ~3,230 from ~ funda, whldt f8P(Mtntt a ~ In lnfotmallon 
'8Chno6ogy fondlnO from epilClal fundi of appro~ly s pet'Cel\t, 

This amendment also requires the MIii and Elevator Association to report to the Flfty~nlnth Legislative 
Assembly regarding the MIit and Elevator's net Income to date and estimated net lnr.ome for the 
remainder of the 2003-05 biennium. 

Engrossed HB 1015 was placed on the Seventh order of business on the calendar. 

(2) Dl=SI<, (2) COMM Page No. 5 8R•72-8001 

TM ■fcr-otf'•ic , .... on tttf1 ffl11 art eccurat, rtprocutfn ef r~6/'dl dtltwrld to Modern tnfol'Ntfon tytt .. for •lcrofttltf,- Md J•. 
were n lMl!d fn the reouler cour11 of buttnt11, The photoorapfdc proctt1 lllfft• 1tendlrde of th• AMerf ctn Natf onal ttandtrdl ll'lltftutt . -

1 

(AMII) for 1rchfv1l MfcrofflM, NOTIC&a If th• ffltNd ft111tt eboYe ,. , ... letfbl• than thfl Notfct, ft fl due to tht qualfty of tht 
doculont befn, fflMld, ~ (\\.\_ 
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Th• 111fcroar1pfttc fl'IIIGH on thf• f flffl are accurate reproducttw r,f recordt dtlfvertd to Modern rnfol'fflltfon systems for Mfcroffl•fnc, and 
Wtre fflmed fn the regular course of buatne11, The pt,ot69rtphfc process mettt atanderd1 of the Amerfcan National Standard, lnstftutt 
(ANSI) for archfval mfcrofttm, NOTICEt If the fftmed fmege above ta l••• leofble than thfs Notice, ft f• doe to the qualftv of the 
docwnt being fllNd, ~ 
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('\ 0111t1• 40I' • lnctuetrtal Comm,.,_;, 
.JUN 11111 No. 101a· 

• J ,; ~ 

mPoalllolla Glna'II,._•_ OINW,_.. 
2003.()5 E-=uUve Budget 51.31i·:1 .... r,.1.-111 $37.302.IM 

. 2001-G3 Legt1l1b Appraprillol• ____ 83. ___ 00_f"I' ; 7,371.ffZ'r.1·_· __ 38_,.,_,. __ 3 
~.- $231 1 714 871 11"3015 

1 lhl 2001..Q.10lftlrll fund eppfOpfilllon.11 .. .,.... lllplOpflMld by .. 200t --- A111fflblr and doN nal ~ •'-
reduction~ $17,471 rel■tlno lo the 1.CNS peantbudglt alolnent ordlNd W Gcwlmof_Hoa .... ~:-.--wn ... • In Jut/ 20b2. 

1 Thi 2001~ ~ ..... n:11,de $11AOI. $14.448'" whlcll II ftom ._DI' ... ~ far tt. .. -llf'IG!Plll• .._.of ... 
U mllon biding pool appt0pri1l1d IIJ the Offlce al,..,..__. and•lk,dQM for..,._. ...... ..- ........ farcl111ltlld 
employ111. 

AoencY'uncll"' ' ,.,. PoeltloM. 

... -----------

.,,,-·-.... 
:' 1 '10.00 .. 

. I 

', P1'ovldel for the foblno ,~ Commlulort, adrnlnlltrltkJn' 
I changet• 

. ___ j a, tncrelw bond paymente due to lncreaeect lea8e ~ 
raftectfng lower lnYeltment eamlngt and addltlonal ..... paymtnta. 
from projects financed dUt1ng the 2001-03 biennium· 

($131,152)' · · 

aaot• --/;, 
l:11 .... 
Dada•• 

($9.583) 
($12,043! 

($151.201 
($90.229 

($131,162) 

== --~=::t .. 
($395.105) __ ... ,._91.S ($488.595) 

$1,874,931 

I' 

I 

:• •i1t:•f f oht....,..lon th f• ffl• •r• 1ecur1t• rtproduetfont of t'tcor• dtlfVtrtd to MocMrn lnforMltfon IYltMI for Mfcroffl•f"I lftd Ji 
rt n t • reou •r cour11 of butfntt1. The photoerephfc proc111 MNtl atandardt of the AMtrfctn National ltendlrdt lnttftutt ::o'-~chirr!J!crofflm. NOTICl!I If the fftmed fNOt above f• lttt lttfble than thtt Notfct, it fl ckN to the quelfty of tkt 
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INDUSTRIAL COMMISSION OF NORTH DAKOTA 
John lfoo11on 
Governor 

W,1ynu S11111oh10111 
Attornoy Genero1 

Testlmor.y for House BIii No. 1015 

Roger Johnson 
Commissioner of Agriculture 

Government Operations Division of the House Appropriations Committee 
Karlene Fine, Executive Director and Secretary 

of the lndustrlal Commission 
January 10, 2003 

Mr. Chairman and members of the House Appropriations Committee, my name is 
Karlene Fine and I am Executive Director and Secretary for the Industrial Commission 
of North Dakota. House Bill 1 0 15 includes the appropriations for the Industrial 
Commission administrative office and those agencies and programs that report to 
the Industrial Commission. 

The Industrial Commission Is made up of the Governor, as Chairman, the Attorney 
General and the Agriculture Commissioner. The Industrial Commission Is responsible 
for over~eeing the Bank of North Dakota, State MIii, Municipal Bond Bank, Student 
Loan Trust Housing Finance Agency, oil and gas and geophysical exploration 
regulation through Its Oil and Gas Division, Geological Survey and the various 
regulatory functions related to subsurface minerals, and the Lignite Research, 
Development and Marketing Program. In addition the Industrial Commission is the 
North Dakota Building Authority. 

This morning I wUI primarily be focusing my testimony on Subdivision 1 of House JIii 
1 0 15 or Budget No. 405. Subdivision I includes the appropriations for the 
administrative office of the Industrial Commission as well as the Oil and Gas Division, 
Geological Survey, Municipal Bond Bank, Lignite Research, Development and 
Marketing Program and the lease (bond) payments for projects financed by the 
North Dakota Building Authority. Attached is a char1 showing the various amounts 
for the different entities (Exhibit A). The dlrectors of these divisions will be presenting 
their testimony as I have indicated on the schedule. 

The administrative office for the Industrial Commission consists of two full~time 
employee~ and the budget includes funding for these two positions along with the 
needed dollars for operating the office. The administrdtlve budget also includes the 
funding for the state's participation in the Interstate Oil and Gas Compact 
Commission. Governor Hoeven Is currently Chairman of this multi-state organization 
that speaks on behalf of the oil and gas producing states before Congress and 
other national groups regarding legislation and regulation of the oil and gas 
industry. 

Karlona I(, Fina, Eltocuu110 Dlroclnr nnd Socrntarv 
Stato Capito!, 14th Floor• 600 E &ula11ard A110 Dept '105 Blsmarnk, NO 68505-0840 

E•Mall: kflne@st11te,11d.uy 
Phone: c1011 328-:n:n fAX: 11011 :nn-:rn:>o 
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Testimony House 8111 IO 15 
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January 10, 2003 
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The administrative office budget request Is $3071726, when you exclude the Lignite 
Research Program and the lease payments. The administrative budget Is funded by 
the agencies that report to the Industrial Commission. You will see this noted fn 
Sections 4, 5, 6, 7, and 8 where authority Is being requested for these agencies to 
transfer funds to the Industrial Commission. 

To assist you In understanding the funding sources found In Subdivision 1, I have 
attached a separate exhibit (Exhibit 8) with a breakdown of the funding. Exhibit B 
shows the funding sources Include the General Fund dollars, non .. state funds (Job 
Service dollars, University System building project local match, and Veterans' Home 
funds), transfers from the Industrial Commission agencies, lignite Research Fund, 
Municipal Bond Bank funds and federal funds. No General Fund dollars are utilized 
for the administrative office. 

~J~~r~a~ c~r:;~~:~81~-if'':i1!.:.~~~u~:~~~rc1m~~~~u~n?JlrJ:i 
5w-the;•:Commlsslon under• 'Chdp~;,4 .. 36 .1( agricultural revenue bonds) and 54 .. 17 .2 
(North Dakota Building Authority) and Section 54w 17~25 (Student Loan Trust) upon the 
approval of the Emergency Commission. This authority would allow reimbursement 
from the bond issues for extra costs Incurred In preparation of the financing. 

~ubdivision l includes the lease payments (bond payments) for the North Dakota 
·Building Authority In the amount of $19,830,990 .:.. see line 18 on page 1 . Since 1985, 
the Industrial Commission has issued several series of bonds as directed by fhe 
Legislature. Projects financed have been located at the State Penitentiary, Grafton 
Development Center, State Hospital, Youth Correctional Center, International 
Peace Garden, various buildings on the University System campuses, handicapped 
accessibility construction on the campuses, Southeast Human Services Center In 
Fargo and the Veterans' Home In Lisbon. 

I have·attached for your information the Debt Service SchedJi'es· (Exhibits C.& o),.for 
all the outstanding and proposed North Dakota Building Authority bonds. I will be 
discussing these with you when House Bill 1023 is presented for consideration. 

During the past two years the Commission completed the financing for projects 
authorized by the 2001 Leglslature-Ret1ovation of Old Main on the Minot State 
University Campus, State Health Department Laboratory Addition, Job Service 
Bismarck Service Delivery Office, and two energy conservation projects on the 
University of North Dokota and North Dakota State University campuses. In addition 
fhe r.Authorlty refundc,d the .1993A, .. 19t3B, and 1995A .. Qvtstqpg,inQ1, .• ~qt)d .. lssu~~(.

1
.9!lgJ 

..lfi,et~red savings totaling $2,280,940/.»These savings were directed to the 2003i,2otf51 
lln'd 2005~2007 blennia. · 

TM Mfcrotrlf)flfc ,..,.. on thf• ftl• •i-• 1ecur1t1 rlPt'CMllcthN of rtcordl dtlfwrtd to Modern lnfol'Mlttcn tytteN for •lcrofflllfnt Md 
wtrt fUINd fn the reaul•r cour11 of butfnt11. 'the r,tioto0rephtc proc:111 111ttt1 etlndlrdl of the •rfcen Nttfonal Standardl lnatltut• 
(Ahl) for 1rchfval 11fcrofflfll1 NOYICEI If tht ff hiled , __ above f I lffl letlblt than thf• Notfct, ft fl cbl to tht quelftv of th• 
- ... , .. fll!Md. ~ I 1 o,.. ¼-.1 ~~ ~ - 1 o I 3a a 3 
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Prior to the 2001 .. 2003 biennium, the costs for the leases (debt service) on all Building 
Authority financings had been included only in the Industrial Commission's budget. 
As was done for 2001-2003 biennium the 2003-2005 Executive Budget has been 
prepared with the debt service costs shown In this bill as special funds. The lease 
payments have also been reflected In the various budgets of the agencies that 
received the dollars raised through bonding. Those budgets reflect whether the 
source of funding Is General Fund dollarst federal funds or special funds (focal 
match dollars). The projected lease payments needed during the 2003-05 biennium 
are as follows: Let:4~f.J Pa~ N"\ tt-,1-S 

ao13d IH!.!§ Y.Qg( Amount ~g~[)Q~ 
90A/93A/03A University System (oil campuses) $ 4,323i489 
90B/93A/03A State Penitentiary $ 920A74 
90C/93A/03A Veterans I Home $ 235,050 
86A/91 A/98B Developmental Center $ 627,582 
86A/91 A/988 State Hospital $ 547,608 

J 86A/91 A/98B State Penitentiary $ 1, 196;535 
-'(' 

92A/98B Southeast Human Servlct~s Center $ 589;075 

c5 938/02C Adjutant General $ 60,987 ·.•· ·,' 
93B/02C Job Service $ 243,330 

I 

93B/02C University system $1,763,053 . 

95A/02D University System $ 2t875,763 
98A Unlver~ System $ 1,059,746 
98A Youth ·orrectlonal Center $ 260,316 
98C University System $ 780,460 
OOA University System $ 441,422 
OOA Youth Correctlonol Center $ 294t282 
01A University System $ t ,546,756 
02A Job Service $ 310,264 
02A Department of Health s 387,67,a 

$18,463,865 
02B Energy Conservation/NOUS .$. 1,367, I 25 

Total $19,830,990 
The follovvlng non-General Fund sources wlll be utilized to pay a portion of these 
costs: 

Job Service North Dakota (02A) $ 310,264 
Job Service North Dakota (93B/02C) $ 243,330 
Veterans' Home (90C/93A/03A) $ 235,050 ! Human Services (92A/98B) (federal funds) $ 94,886 I 

University System (90/93A) $ 312,500 I \' ,, University System (98A} $ 100,000 
., ... .,,,..,~\ I j I University System (01 A) $ 930,000 )·'· '1'. 

,.'·' 
Dept. of Health (02A) (federal funds) s 2511288 ;i 

'•,.....__, ri 
$2,478,018 

ii 
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Tes tlmony House BIii l O 15 
Page 4 
January IO, 2003 

The Industrial Commission has been responsible for the Lignite Research, 
Development and Marketing Program since 1987. The proposed funding for this 
program In the amount of $16,270,000 Is shown In Subdivision 1 on line 17 ~-Grants. 1a-r· Chplrman' of fhEt,!,lQnlte Research Courtcik~~b,re to testily on t!)f$j 

Thank you for fhfs opportunity to present testimony on the Industrial Commlsslon 
budget. 

I 

J 
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Exhibit A 

2003 - 2005 Industrial Commission Budget 

(as contained in House B1111015) 

Municipal Geological 

Admlnl•tratlon Bond Bank 011 I Oaa Survei Total 
Salaries & Wages 202,209 314.378 3,713,073 21103,054 6,332,714 

Oporatlng 105,517 242,500 1,028,671 570,903 1,947,591 

Capltal Assets 0 12,200 33,600 22,500 68.300 

405 Lignite Research 16,270,000 0 0 0 16,270,000 

405 Lease Payments 19,830,990 0 0 0 19,830,990 

Total 38,-108,718 569!078 .t,775!344 228981.i157 .... ! .... 9!595 

General Funds 0 0 4,605,341 2,541,430 7,l46,771 

Federal Funds 0 0 170,003 155.027 325,030 

Special Funds 36,408,716 569,078 0 0 36,977,794 

Total 38,408,716 569,078 4,775,34-1 2,696,457 "'4,"'49,595 -

HB1015 

I 

J 
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House Bill 1015 
Subdivision One 

Breakdown of Funding Sources 

Lease (Bond) Paymonts: (Section 11) 
Higher Education Institutions 
Job Service North Dakota 
Department of Human Services 
Department of Human Services - State Hospltal 
Department of Human Servicos • Dev. Cen, Grafton 
Department of Corrections - State Penitentiary 
Department of Corrections • Yee 
Adjutant General 
Veteran's Hmie Improvement Fund 
Department of Health 
University System Energy Conservation Projects 

Transfer for Administrative Office (Sections 4,5,6, 7 & 8) 
MUI & Elevator 
Bank of North Dakota 
Housing Finance _Agency 
Munlclpal Bond Bank 
Student Loan Trust 

Lignite Research Fund 

Municipal Bond Bank Funds 

General Funds 
OU and Gas Division 
Geologlcal Survey 

I· ederal Funds 
OIi and Gas Division 
Geological Survey 

03~05 Budget breakdown 

12,790,689 
553,594 
589,075 
547,608 
627,582 

2,117,009 
654,598 
60,987 

235,060 
387.873 

1,367,125 
19,830,990 19,830,990 

66,407 
86,656 
57.780 
20,248 
76,655 

307,726 20,138,716 

16,270,000 38,408,716 

569,078 

4,605,341 
2,541,430 
7,146,771 

170,003 
156,027 
325,030 

44,124,565 

44,449,595 

I 

Exhibit B 
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2001-2003 biennium 
Executive Budaei 
House Actions 
Senate Actions -
Total Reduction 

Retirement 
Reduction in Hours 

Reduction-in-Fo 
Reduction-in-Force 

,;=~: ~'_,,_'• 'r~',-==~~• ~--,~'no._,_,....,.~ 

------------~----------...-,.-~...:,.-a--~~---'.'::~-,....--,, 

0 ) 

Industrial Commission Budaet FTE & Salaries Information 
.t" • ·ical Survev !Oil and Gas Division Total Reduction Effective Date )General Fund j Federal Funds 

.r 
~~ 

l - _. -10 
~6\ 

21.65 35.35f 51 l $5.781.432 ! $202.463 ' 
20.65 32.97 53.62 3.38 $5.492.313 r $323,810 

\ 20.65 32.97 53.62[ I $5.429.983 $323.117 ► 

\ combined 48.62 sr $5.026.925 $323.014 
I [ 

8.38 I I 
I t 

l I I I 

O/GAuditor 1 7/1/2003 $87.244 ! 
; I i 0.38 7/1/2003j $22,247 I . I ·-

I ! f ; I 
I 

t Geologist• l 11 7/1/2003[ $127.669 \ I 
I I s i 1/1/2004[ $535.5001 ' I 6: ' 
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Oil and Gas Division ' I ' i t ! 

1 Director/Reservoir Engineer Lynn Helms I j I 

I i I -
1 Bruce Hicks ; ! I 1 Assista..~ Oil'8dor/Reservoir Engineer ' 

3 Petroleum Engineer lV Mark Bohrer .rm Legerski i GleM Wollan l i 
' 

5 Petroleum Engineer III - 3 Field - 2 Central DaveMcCusker Kelly Triplett l Rich Hutchens iBobGarbe !John Axtman 
4 Petroleum Engineer n - r=-ad Jason Erickson Todd Holweger- .funDufty 1Tom Delling I 

4 Petrolaum Engineer l - Field }Darrell Nodland Jesse Frank Scott Dible l Scott Ladner l 
1 Meter Specialist }Daryl Gronfur ' \ I 

I ' 
1 Seismic Supecvisor tDave Hvinden I I I 

! : 
1 Seismic FJ81d Rep iTomTorstenson i ! ! 

I 

1 Data Processing Coordinator 'N [Jim Lindholm ! i l 
I 

1 Data Processing Coordinator tl ! Kyfe Joersz l I i 
2 Oil & Gas Produdion Auditor I Shella O"Shaughnessy Annette Materi I ' I ; 

1 Legal Assistant t..iargeRixen t ; 

1 File Clede \ Evie Roberson t ! [ I 
i l 

1 Administrative Secretary i Karla Lorentzen f i 
l 

1 Office Assistant II fKeHyWeber f : -
1 fnformatiOn Center Spec. II _jPete Borggreve ! j 

1 Information Process~ II lTracy Heuman ! f 

1 Administrative Secretary 1 Donna Bauer i I ' I -
1 Petroleum Resource Geologist Bruce Juenker I I ' i : 
1 Engineering Technician IV ;Rich Baker I I \ l I 

34[ I i f l i 

Geoloaical Survey ' t i i I ; f 

1 State Geologist )John Bluernte ; 

( 
! ! 

!Ed Murphy 
I 

1 Assistant Director/Geologist 1V I [ l 
5 Geologist Ill -4 Central; 1 Core Library Randy Bunce Paul Diehl iJulieLaFever 1TomHeck iJohn Hoganson 
2 Geo[ogist U Mark Gonzalez Lorraine Manz i 

I 
I 

5 Geo Map Tech fl i Ken Ur1acher Sheila Glaser Robet Shjeflo IDonThom [Steve Kranich -
2 lab Technicians H -1 Central; 1 Core Library Kent Hollands Russ Prange : ' t 
1 Administrative Assistant II l Linda Johnson ' j ! 

I ' ' 
1 Office Assistant Ill Linda Hagen l ! 
1 Paleontok>gy Lab Spaciafrst tJon Campbell (Vacant) 1 

·-t 
1 GlS Specialist j EJroy Kadrmas I l 
1 Data processing Coordinator II Jim Martel I l l l 

21' i i 
i •I I I 

Shared Positions t I 
I 

1 Business Manager II !Karen Gutenkunst l --: 
1 Administrative Officer I l~Zwing I ' ' I 

2 I t 

,: 
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INDUSTRIAL COMMISSION OF NORTH DAKOTA 
John Hoeven 
Governor 

Wayne Stenehjem 
Attorney General 

Roger Johnaon 
Commissioner of Agriculture 

Testimony for Engrossed House BIii No. 1015 
Senate Appropriations Committee 

Karlene fine, Executive Director and Secretary 
of the Industrial Commission 

March 7, 2003 

Mr. Chairman and mernbers of the Senate Appropriations Committee, my name Is 
Karlene Fine and I am Executive Director and Secretary for the lndustrlol Commission 
of North Dakota. Engrossed House BIii 1015 Includes the appropriations for the 
Industrial Commission administrative office and those agencies and programs that 
report to the Industrial Commission. 

The Industrial Commission Is made up of the Governor, as Chairman, the Attorney 
General and the Agriculture Commissioner. The Industrial Commission Is responsible 
for overseeing the Bank of North Dakota, State Mill, Municipal Bond Bank, Student 
Loan Trust, Housing Finance Agency, oil and gas and geophysical exploration 
regulation through Its OIi and Gas Division, Geological Survey and the various 
rogulatory functions related to subsurface minerals, and the Lignite Research, 
Development and Marketing Program. In addition the Industrial Commission Is the 
North Dakota Building Authority. 

This morning I will primarily be focusing my testimony on Subdivision 1 of Engrossed 
House Bill 1015 or Budget No. 405. Subdivision 1 Includes the appropriations for the 
administrative office of the Industrial Commission as well as the 011 and Gas Dlvisk,n, 
Geological Survey, Municipal Bond Bank1 Lignite Research, Development and 
Marketing Program and the lease (bond) payments for projects financed by the 
North Dakota Building Authority. Attached Is a chart showing the various amounts 
for the different entitles (Exhibit A). The directors of these divisions will be presenting 
their testimony as I have indicated on the schedule. . 
The administrative office for the lndustrlal Commission consists of two full•tlme 
employees and the budget Includes funding for these two positions along with the 
needed dollars for operating the office. The administrative budget also Includes the 
funding for the state's participation In the Interstate Oil and Gas Compact 
Commission. Governor Hoeven Is currently Chairman of this mulfl .. state organization 
that speaks on behalf of the oil and gos producl:'lg states before Congress and 
other national groups regarding legislation and regulation of the oll and gas 
Industry. 

Karlene I<, Fine, Executive Director and SeMetary 
State Capitol, 14ch Floor• 600 E Boulevard Ave Dept 406 • Bl11marck, ND 68605•0840 

E•Mall: kflne@1t1te,nd,u1 
Phontl (701) 328•3722 FA)(: 17011 328°2820 

11Vour Gateway to North Dakota": dlscovarl)d.oom 

~ 
I 

l 
:~ 

j 
i 

1 
'I 

I 
I 

' 

J 



I 

r 
i 

0 
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( March 7, 2003 J 
I ! I 

The administrative office budget request Is $305,523, when you exclude the Ugnlte I 
I 

I 

i Research Program and the lease payments. The administrative budget Is funded by ~ 

I I 
the agencies that report to the lndustrlal Commission, You wlll see this noted In 1 

t 
{ Sections 4, 5, 6, 7, and 8 v,here authority Is being requested for these agencies to 

1 transfer funds to the Industrial Commission. 
~ 

,i 
To assist you In understanding the funding sources found In Subdivision 1, I have l 

.\ 

attached a separate exhibit (Exhibit B) with a breakdown of the funding. Exhibit B :I 
f 

.j 

shows the funding sources Include the General Fund dollars, non-state funds (Job :1 
·i 
I 

Service dollars, University System building project local match, and Veterans' Home ·1 

1 
funds}, transfers from the Industrial Commission agencies, lignite Research Fund, l 

J Municipal Bond Bank funds and federal funds. No General Fund dollars are utillzed 
for the administrative office. 

!j 
v 
I 

Sect Ion 3 of Engrossed House BIii 1015 Includes language that would allow the ! 
1 

Industrial Commission to utilize funds that may become available from bonds Issued 
I 
j 

1 
by the Commission under Chapters 4-36 (agricultural revenue bonds) and 54-17.2 4 
{North Dakota Bulldlng Authority) and Section 54 .. 17-25 (Student Loan Trust) upon the 

;.J 

/"'') 
l 

approval of the Emergency Commission. This authority would allow reimbursement 
,, 

l '-.~ from the bond Issues for extra costs incurred in preparation of the financing. 
I 

Subdivision 1 Includes the lease payments (bond payments) for the North Dakota 
Building Authority In the amount of $19,830,990 -- see line 18 on page 1. Since 1985, 
the Industrial Commission has Issued several series of bonds as directed by the 
Legislature. Frojects financed have been located at the State Penitentiary, 
Development Center located In Grafton, State Hospital, Youth Correctional Center, 
International Peace Gorden, various buildings on the University System campuses, 
handicapped accesslblllty construction on the campuses, Southeast Human 
Services Center In Fargo and the Veterans' Home In Lisbon, 

I have attached for your Information the Debt Service Schedules (Exhibits C & D) for 
all the outstanding and the proposed North Dakota Bulldlng Authority projects 
Included In House BIii 1023. You have prevlously seen Exhibits C & D as they were 
provided by Shella Peterson when you heard House BIii 1023 last week. Also 
attached (Exhibit EJ Is a Debt Service Schedule that Includes the three projects I 

I 
{Dickinson, Mayville and Valley City) to be financed by the North Dakota Building l 
Authority Included In Engrossed House BIii 1003. Exhibit E Is a new chart that Includes I the North Dakota University System projects that were not In the Governor's 
Executive Budget. ,j 
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During the past two years the Commission completed the financing for projects 
authorized by the 2001 Legislature-Renovation of Old Main on the Minot State 
University Campus, St ate Health Department laboratory Addition, Job Service 
Bismarck Service Delivery Office, and two energy conservation projects on the 
University of North Dakota and North Dakota State University campuses. In addition 
the Authority refunded the 1993A, l 993B, and 1995A outstanding bond Issues and 
captured savings totaling $2,280,940. These savings were directed to the 2003-2005 
and 2005-2007 blennla. 

Prior to the 2u01-2003 biennium, the costs for the leases (debt service) on all Building 
Authority financings had been Included only In the Industrial Commission's budget. 
As was done for 2001-2003 biennium the 2003-200.5 Executive Budget has been 
prepared with the debt service costs shown In this blll as special funds. The lease 
payments have also been reflected In the various budgets of the agencies that 
received the dollars obtained through bonding. Those budgets reflect whether the 
source of funding Is General Fund dollars, federal funds or special funds (tocar 
match dollars). The projected lease payments needed during the 2003-05 biennium 
are as follows: 

Qond Issue Year 
90A/93A/03A 
908/93A/03A 
90C /93A/03A 
86A/9 t A/988 
86A/91 A/988 
86A/91 A/98B 
92A/98B 
93B/02C 
938/02C 
93B/02C 
95A/02D 
98A 
98A 
98C 
OOA 
DOA 
01A 
02A 
02A 

02B 
Total 

Agency 
University System (all campuses) 
State Penitentiary 
Veterans' Home 
Developmental Center 
State HOS1Jital 
State Penitentiary 
Southeast Human Services Center 
Adjutant General 
Job Service 
University System 
University System 
University System 
Youth Correctional Center 
University System 
University System 
Youth Correctional Center 
University System 
Job Service 
Department of Health 

Energy Conservation/NOUS 

Amount 
$4,323,489 
$ 920,474 
$ 235,050 
$ 627,582 
$ 547,608 
$1,196,535 
$ 589,075 
$ 60,987 
$ 243,330 
$ 1,763,053 
$2,875,763 
$ 1,059,746 
$ 260,316 
$ 780,460 
$ 441,422 
$ 294,282 
$1,546,756 
$ 310,264 
S 387.673 
$18,463,865 
$ 1.367,125 
$19,830,990 

• 
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,'111 .. 1,..,._~ 

'' l I 

~ 

.J 

.J 



r 
Testimony House B1111015 
Page 4 
March 7, 2003 

The f ollowlng non-General Fund sources will be utilized to pay a portion of these 
costs: 

Job Service North Dakota (02A) 
Job Service North Dakota (93B/02C) 
Veterans' Home (90C/93A/03A) 
Human Services (92A/98B) (federal funds) 
University System (90/93A) 
University System (98A) 
University System (01 A) 
Dept. of Health (02A) {federal funds) 

$ 310,264 
$ 243,330 
$ 235,050 
$ 94,886 
$ 312,500 
$ 100,000 
$ 930,000 
$ 251.988 
$2;478,018 

Thank you for this opportunity to present testimony on the Industrial Commission 
budget. 

I 
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Budget03··06,XIW 

Exhibit A 

2003 • 2005 Industrial Commission Budget 

(as contained In Engrossed House B1111015) 

Administration 

Salaries & Wages,,·:. -. 200,006 
. I, 

Operating 105,517 

Capital Assets I .. • . 0 
. I. 

405 Lignite R~search -.'· 16,270,000 

405 Lease Payments 19,830,990 

Total 38,408,513 

' .. ~' \;:f'.1; 
General t='unds · '· 0 ·,1 ' 

i- ·:.{,;,;.' ' 
,. 

Federal Funds 0 

Special Funds 
i' ·,,, \~ ,., 1 

36,406,513 

Total 36,406,513 

Munlclpal 

Bond Bank 

310,939 

242,500. 

.12,200 

0 

0 

565,839 

0 

0 

565,639 

565,639 

HB1015 

Oil & G11 

3,672,515 

1,028,671 

33,600 

0 

0 

4,734,786 

4,564,783 

170,003 

0 

4,734,786 

Geologlca1 

Surv,ty ', ... '\· Total 

!,,\',\\'\'~i.·, ') ,\:••.:.:::: ,, l 

2,87',tiO . \ \~.~.928 

0 38,972,152 

2,673,990 

i 
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Budget03·05.xlw 

Engrossed House B1111015 
Subdivision One 

Breakdown of Funding Sources 

Lease (Bond) Payments: (Section 11) 
Higher Education Institutions 
Job Service North Dakota 
Department of Human Services 
Department of Human Services • State Hospital 
Department of Human Services• Dev. Oen. Grafton 
Department of Corrections • State Penitentiary 
Department of Corrections • YCC 
Adjutant General 
Veteran's Home Improvement Fund 
Department of Health 
University System Energy Conservation Projects 

Transfer for Administrative Office (Sections 4,5,6, 7 & 8) 
MIii & Elevator 
Bank of North Dakota 
Housing Finance Agency 
Municipal Bond Bank 
Student Loan irust 

Lignite Researr.h Fund 

Munlclpal Bond Bank Funds 

General Funds 
OIi an, Gas Division 
Geological Survey 

Federal Funds 
OIi and Gas Division 
Geological Survey 

03-05 Budget breakdown 

12,790,689 
653,694 
689,075 
647,608 
627,582 

2,117,009 
564,598 
60,987 

235,060 
387,673 

1,367,125 
19,830,990 19,830,990 

66,407 
84,453 
57,760 
20,248 . 
76,665 

305.523 20.136,513 

16,270.000 36,406,513 

566,639 

4,564,783 
2,519,656 
7,084A39 

170,003 
164,334 
324,337 

36,972,152 

44,056,591 

44,380,928 

I 

Exhibit B 
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~ 471 • Bank of North Dakota 
• .~ BIii No. 1011 

PrQpndbyfttNorth a.. Leglllllltwt Councl 
-«b'HouN~ 

January 7, 2003 

m,...._ Genni fund ~,-- TaW 
2003-08ElC8CUtMIBudgel 178.50 $8,078,000' $30~•11,811 138,414,-

2001-03 LIQ6llltlve Approprlatk,na 178.50- 81800,000t !Z1881,9N 391381 al'!I" 
lncrwNOecreaN o.oo $425000 032 

1 The 2001-03 general fund appropriation la the lfflOlri appropriated by h 2001 Leglltlllt-1• ~ and dote not lndude a 
reduction of $89.250 .... ting k> the 1.05 pe,cent budget ....... orderld by Gowrnor HolYen In July 2002. 

1 'The 2001.()3 appropriation amountl lndude $101,131 cl~ fundl for the IQlnCY'1 lhn cl the $5 millon funding pool 
approptialld to the Office of ManaQerMnt and Budget for tpeclll ffllricM equity adjulanentl for clmffled empk)Yl11. 

Agency Funding FT! Potltlona .... ----------------, 
.... t---------,=-::~-.... 

1:: 
,,--. ,10.00 

' ) .... 
' / ... ,~_,..,, .. 

181r-ll 1111 IOOt 2001•· ....,~•., 
~...... 

■ GenenlFund ......... , ..... 

200.00 

1IO.GI 

100.00 

o.ao 

1711! 1?ftl!! 1p 1. 

·-

1., ... 111N001· 200t--· IOOI-OI 
EXNUllw ...... 

. Executive Buclget Hlghllghta 

GlnlWIIFuncl Oltlll'Punda 
1. Provtdn • :J.1 percent nee ~ It, ope.•"'...,. .. , c1ue 1n part ~-., ($368,388) 

111 a Nducllon In mlormlllan toch,ookl!W p,odldl, - CJ:l,041.Wt ' 
a reduction In Information tec:hi1ology COi..._ NMCN ($317,000 , 
an lncreue In Information ~ l0ftWlre purc:h1111 ($450,000 , 
an lnct8118 In profeulon■I ...,,_" ($895,000). and an inaw In 
Information technology equlpnMtnt (,J20,000) 

2. RedUCN contingency Une Item from $2.850,000 to $1,500,000 for the ($1,35(>.()00) 
potential need for ■ddltion■I lime far the lnfonnalof", Technok,gy 
Department to complete~ of ltUdlnt laln IOftwlM'e 

3. Reduces general fund appropriation for PACE ($300,000), Ag PACE ($425,000)· 
($75,000), ~Ming farmers ($50,000) for the 20()3.()5 blennltMn 
by 5 percent Ing the followlng program llfflOll'M! 

PACE•$5.7mMNon 
, Ag PACE .. $1.425 mllllon 
) Begklnlng farmerl - $950,000 

\....,/ Provklel 11'1 lncrelM In capltll .... of $49.082, rnuHlna In $825,000 $.49,082 
for cepffll ..... for office and lnformdon tech.lOlogy equipment 

Total 
($368.388) 

($1,350,000) 

($425,000) 

$49,062 
,· 
11 

Mdl dtlf Id to Modern lnforwtton svet• for •tcroflllltrt end 
TM •fcl'Olt'•fc 1 .... on tht1 ft l• 1r• accurate reprocMOtfCIM of rec t,V:~endlrdl of tht AMtrtcan Natfonal ltandlrde hwtltutt 
Wtrt flhlld fl'I the r11Ul1r COUl'H of bUlh•f l,h Tfht•l-~ot.~~Of:-~:ltalbl• than tht• Mottet, ft ,. cu to tht qUe\tty of tht 
CINII) for 1rdll .. l •lorolllM, IIOl'ICII I t • - -~ \ 

-• bellll fllMd, ld.O(l • .,,,m~~ \◊I &q.P.:i 
, bptr1 oFt'ltonaturt 

' 

J 
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Mlfor .... llldLeglelatlon· 
HouN - ._ 1111 • TNI bll c:hangN 1t1e ~ of the Bink of North a.. Nglldll11 Wit pilflfflld ..... ....,__. ID 
I~ the IUlhoftly to mike. pun:hw, gUIJMII, ot hold lolna IO III lnn1licllnl compa,i,- Cl'l■t1d for oompl1lng a._ pr1flL1• 

-•nne1alcmfortt11.-ofa,._,..ln-...on•1lldln ........ 
.... • -.1111- lNI bll'p,ovfdee thll notwlhltllndlng any ott. p,o...,._ of- ht lank,_, ..... _, unot,t!g1lld twldf.. 
bet\tJINn furdl 11111 tMWI bllft ~•••d by the Legl1I..,_ ~ tot lntlfNI ~ In h .,...._ _.... loln blct d· 
theegrtculbnplltrllNhlplnallillrlgcommunity...-nllnl 

lenll1 • ND. 1111 • 8ecdon 9 of HI bll provldla M the Bank ol Nof1h a-- ..... SIO nilon flan tht Bank'1 amnt 
..,. and~ undMded Pfdlta to the .... fund. No mON tt1an s1e m11on °' ... sea m11an tr; a..,....,,_..,-
oome from lhe accumulMld and undMdld ~ ot Ill Bank. and no tr'lnllw may rlduce ,- Bink'• c■pMal ltrutin beblt
$140 mlb. 
...... • No. attl · Sdan 10 of thll bl..,_ for I conllngenc,y ..,_ ol ■ddlonlf #&Ilda fnJm Ill a.1'c t:l Nor1tt o.kota to tt., 
~ fund If...., 2003-()5 IWlnUlt .. - .. projected, The lddltionlt funds trwtenwd may not ..... the ..... of the 
amount of lie nwenue lhortfal o, $25 mlllon. and no.,_. could bl made wt1'ch would reduce tt.. Bink'• capffal llrUmn below 
S140mllon. 

-

flit lifol'tll'•fc f ..... on thf• f ft• IN 1CCW1t• .-.--•• -1 rtcON.11 •l twrld to Nodtrn lnfOf'Mtfon tvet- for ■fcroffl■tn, Ind 
. . · vtN fflMd fn the reoul•r eour11 of buefnti1. Ttt. ,:iftoto,raphf c pro'etta MHt1 1tendal'dl of th• Alltrfcan Natfontl ltlndlrdt Jnetf tut• 

1• 
1 (ANSO fo, •rottfvel afcroffl■• NOYIC11 If the fftlild f..,. ~ ta lHI lttfbl• than tht1 Notfct, ft fl due to the qualftv of the 

~ . '• doMlnt btfn, ft tMld. ~ I r"t\..-\.... l 
.:, : ... . ldaP.1"1M1ur~~ IOI 3qJt93: 
. ,, 
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TESTIMONY TO THE 
HOUSE APPROPRIATIONS COMMITTEE 

JANUARY 10, 2003 

HOUSE BILL 1015 

ERIC HARDMEYER • BANK OF NORTH DAKOTA 

House B1111015 contains five sections relative to Bank of North Dakota. Those sections 
are fisted below along with the page numbers which correspond In this testimony: 

Section 1: Appropriations 

Subdivision 2: BND Operations (pages 2-8) 

Subdivision 3: Appropriations for PACE, Ag PACE, and Beginning Farmer (p. 7-15) 

Section 6: BND Transfer to the Industrial Commission for Its administration and clerical 
support operations (page 16) 

Section 12: BND Enterprise Fund, not Government Fund (page 16) 

Section 13: Exemption of contingency appropriation from provisions of 
section 54-44. 1-11 (page 16) 

Section 14: Emergenoy provision for PACE, Ag PACE and Beginning Farmer funding 
(page 16) 

Comments relative to eaoh section and subdivision, along with supporting documentation, 
are attached. 
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Page2 

BANK OF NORTH DAKOTA 
HOUSE BILL 1015, Section 1, Subdlvlalon 2 

The Bank of North Dakota's (BND) 2003-05 proposed operations budget Is comprlaed of 
the five major llne Items outlined below. BND revenues fund all Bank expenses and profits 
are available to provide capital or make transfers to the General Fund. 

Below Is the last four years of Income and the projection for 2003: 

19W 
$30.5 

2QQQ 
$32.6 

BND Income (mllllons) 

2QQ1 
$33.1 

Unaudited 
2002 
$32.2 

Projected 
2QQa 
$31.0 

Income over the last 4 years has been steady with growth In each of the three previous 
years. Although 2002 numbers are unaudited at this point, income Is down by $900,000 
due to tower Interest margins resulting from the current tow Interest rate environment. 
However, actual net Income for 2002 was $800,000 higher than budget, this can be 
attributed to Increased fee Income and expense control. Net income for 2003 Is projected 
to decrease to $31.0 mllllon as we continue to see shrinking margins In this low-rate 
environment. 

BND Total Assets and Capltal (millions) 
Unaudited 

ma .filQ 2000 2QQ1 20.QZ 
Assets $1,609 $1,687 $1,808 $2,107 $1,975 
Capital $ 140 $ 139 $ 153 $ 170 $ 171 Cb) Ratio 8.7% 8.24% 8.46% 8.07% 8.66% 

Assets over the past 4 years have shown growth with the exception of 2002, which showed 
a decrease of $132 million. This decrease Is due mainly to deposit maturation. For 2003, 
capital will decrease by the amount of the reserve transfer (up to $25 million). 

1998 
$835 

BND's Total Loan Portfolio (millions) 

1999 
$1,056 

2000 
$1,158 

2001 
$1,272 

Unaudited 
2002 
$1,330 

Loan growth has Increased steadily over the past 5 years. In 2002 loan growth was $68 
million despite selling over $65 million of student loans to the Student Loan Trust. The 
bank has experienced widespread growth, with the business and residential portfotlos 
showing the greatest increase. BND has averaged financing 200 business and Industrial 
projects per year or more than 1000 projects over the last 5 years, creating thousands of 
new Jobs In North Dakota. 

I,,.),,,•,!;/·'· 

' • ' 1 
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(ANSI) for 1rchfv1t •fcrofftM. NOTIG&I tf th• flllied ..... lbOvt fl lt11 leofblt thtn thf• Notfce, ft fl due to the quelttv of th• 

. ..._bt,,.m...i. ~~ I \ 1 or, rAc) ~ )() ~Qd3 , 
• opt~,.t11"'tn1tur~ Dltt 

I 

.J 



r 

0 

House BIii 1015 
Page 3 

Overall, our reque~1.ed budget Is nearly $600,000 less than the previous biennium. 

MAJOR LINE ITEM EXPENSE CATEGORIES: 

SALARIES AND WAGES 
Budget 2003-2005 
Budget 2001-2003 

$16,722,966 
15.517,674 

$1,205.292 

The salaries and wages line item Includes budget Increases of 1 % per annum the first year 
of the 2003-2006 biennium beginning the month of January 2004 and 2% the next year 
beginning In January of 200•1. 

BND continues to monitor efficiency ratios for salaries and wages and also In regard to the 
number of employees at the Bank. Expenditures for salarios and benefits are ~39%, Qf 
average assets. Industry average for banks In North Dakota is over 1.3%. Operating profit 
per employee at BND is $190,000, compared to the Industry average for banks in North 
Dakota of less than $80,000. There are 11.6 · -_.tBNQ.1., T~ 
Industry avera e for banks In North Oak · · · · _ .. , . n. . .f3.millfgn r>e.t 
emeloyee depe!ldlng on bank.size,.,_ These Industry averages are taken from the 2002 
~eilhunoft' Publication: Banks and S&L1s of the Great Plains. Sheshunoff Is a nationally 
recognized bank analysis and consulting firm. 

OPERATING EXPENSES 
Budget 2003-2005 
Budget 2001 .. 2005 

$11,372,000 
$11,738.386 

$ (366.386) 

The overall decrease In operating expenses Is 3.12%, or 1.56% per annum. 

The major components under operating expense that are changing are as follows: 

!tfiln 
EDP Production 
Professional Services 
Computer Software Purchases 

Change 
$2,041,000 .. 
$ 895,000+ 
$ 450,000+ 

E.D.e Production expense (which Is $1,700,000 or 15% of the entire operating budget) Is 
planned to decrease based on EDP development (new syste~ and system maintenance) 
activities associated with the BND/SLND E-Buslness Initiative~ This Initiative essentially 
includes the development and Implementation of systems that provide Bank of North 
Dakota and Student Loans of North Dakota customers with the ability to perform business 
activity etectronlcally. Core business processes have been put onllne connecting BND's 
critical business systems with Internal and external customers through multiple channels 
Including the Internet, Intranet, e .. mall. Interactive voice response and fax. BND's existing 
static website has been replaced with a dynamic site allowing custoraiers to Interact with 
their accounts to exchange Information and conduct transactions. 
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This Initiative Includes the replacement of SLND's existing lender and guarantor legacy 
systems which are no longer adequate to support the needs of SLND and Its customers 
and are not cost effective to operate or support. When both SLND systems are replaced, 
EDP Production expensa will decrease significantly, with a projected expense reduction of 
greater than 50%. 

Project status Our plan at the beginning of the 2001-2003 biennium waa to have both the 
guarantor and lender systems developed and deployed by July 1, 2003. However, our 
current schedule has the guarantor system fully developed by April 23. 2003, and tested/ 
and deployed on June 4. 2003. The development of the lender &ystem has begun and will 
·use a significant portion of the code and architecture developed for the guarantor system. · 
The completion date for the lender system has not been determined, but It Is likely that it 
will be finished in the later part of the 2003-2005 biennium, There are no major roadblocks 
impeding our process, but It has proven to be more complicated and time-consuming than 
originally planned, 

Along with funding from the Student Loan Trust, we had built $2,850,000 In the current 
biennium for the development of both systems. We will have approximately $900,000 
remaining In this line Item at the end of the biennium. Section 13 of this bill requests an 
exemption from 54-44.1-11 allowing BND to use those remaining funds In the 2003·2005 
biennium to complete the development of the lender system. 

As discussed above at EDP Production, SLND's existing transaction processing and 
customer service systems are no longer adequate to support the needs of SLND and Its 
customers and are not cost effective to operate or support. The existing student loan 
systems have put SLND at a competitive disadvantage in the marketplace and are not 
providing North Dakota's students and schools with the timely access to accurate 
information about accounts that SLND's out of state competitors currently provide. 

Student Loans of North Dakota's existing systems are written In programming languages 
that do not lend themselves to supporting the web-based ln':eractlvlty that SLND's 
customers expect. The systems are receiving minimal support from the vendors and are 
consuming substantial Internal resources to keep them in production. With each passing 
year. the inadequate condition of the systems puts the Integrity of SLND1s student loan 
data at increased risk and threatens the accomplishment of SLND's mission to maintain 
systems to meet the needs of student loan borrowers, 

BND/SLND has conducted extensive research Into alternatives available to replace the 
existing systems. No feasible alternatives were identified and the most effective course of 
action was to develop the system Internally. Several factors contributed to the difficulty In 
locatlng an acceptable replacement: 

' ' I ' ,' 

, ' 1 t,ftF!X,: I 
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1. 

2. 

Student Loans of North Dakota is very unusual ln that ft operates both a full service 
loan servicing function and a loan guaranty agency. For maximum efficiency, cost 
effectiveness. customer service and competitive advantage, SLND requires an 
integrated loan servicing and loan guaranty system. 

Those systems that have been Identified to--date as possible candidates to replace 
SLND's systems have been thoroughly fr1vestlgated and subsequently determined 
to have system features that offer SLND little or no advantage over the existing 
systems. 

3. The student loan Industry continues to consoUdate aggressively reducing the 
number of potential customers for student loan systems and acting as a disincentive 
to developers of new student loan systems. 

' :_prpfesslonal Services The State Auditors Office requested that expenses totaling $725,000 
associated with investment services and check clearing be Included in the appropriation 
request. Previously. these expenditures had been considered non-appropriated 
expenditures. The other major Increase In professional services relates to $170,000 
Increase in other reference service product needs 

)Pq~,_,RI Pu~HI The m,aJor purchase for the 2003-2006 biennium wlll bti,.J'd 
~J)I~ ment of core banking systems. ASystems Included are general ledger, Investment. 
trust accounting, commercial loans. real estate loans and deposit systems. Included In this 
is an evaluation of cost and performance of existing systems versus replacement 
technology. All functionality of the new ERP system will be Included In the analysis. 

Existing core banking systems use a variety of systems that were purchased in the mld-
19801s. They are stand alone systems that cannot be Integrated, use antiquated 
technology, and are expensive to maintain. A new core banking suite will tie these 
functions tcJether Into one Integrated system that should be cheaper to maintain and 
operate. 

CAPITAL ASSETS 
Budget 2001-2003 
Budget 1997 .. 1999 

$ 825,000 
775.938 

$ 49.062 

The equipment budgeted expenditures Include approximately $200,000 for purchase or 
replacement of equipment for oporatlona and office furniture. It also Includes $300,000 for 
computer hardware needs and $100,000 for the core banking equipment. 

I 
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CONTINGENCY 
Budget 2003-2005 
Budget 1999-2001 

I 
$ 1,500,000 ~ tf' 

2.860.000--
$ (1,360,000) 

The $1,500,000 requested Is to budget for the potential need for addltlonal production time 
" from the Information "(eot,notogy Department, complete the development of the student 

loan software; or purchase' Image software and hardware. 

As described In the operating expense tine Item, there Is a high probability that the lender · 
system will not be finished until the later part of 2003-05 biennium. Until we can move off 
the existing lender system which Is housed on lTD's mainframe, our production costs wlH 
contfnue to run at $100,000 per month. Once completed, those costs are gone. 
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BANK OF NORTH DAKOTA 
HOUSE BILL 1015, Section 1, Subdivision 3 

PACE, AG PACE, BEGINNING FARMER 

PACE FUND -The 2003-2006 request Is for $5,700,000. 

The PACE Fund was established to buy down the interest rate on loans to assist North 
Dakota communities In expanding their economic base by providing looal Jobs 
development. The program Is available to aU cities and counties throughout North Dakota 
for business projects Involved In manufacturing, processing, value-added processes and 
targeted service industries. 
The PACE Fund began In 1991. Money provided to the PACE Fund by biennium are as 
follows: 

1991-1993 
1993-1996 
1995-1997 
1997-1999 
1999-200'1 
2001-2003 
2003 .. 2005 

Total 

$5,700,000 
4,700,000 
4,600,000 
4,600,000 
6,000,000 
6,000,000 
5.700.000 (Proposed) 

$37,200,000 

AG PACE FUND-The 2003-2006 request is for $1.425,000. 

The Ag PACE Fund was established to buy down the Interest rate on loans to on-farm 
businesses. The program is available to businesses which are integrated into the farm 
operation and will supplement farm Income. 

The Ag PACE Fund began In 1991. Money provided to the Ag PACE Fund by biennium 
are as follows: 

1991-1993 
1993 .. 1995 
1995-1997 
1997-1999 
1999 .. 2001 
2001-2003 
2003-2005 

Total 

$ 996,000 
400,000 
380,000 
397,100 

1,500,000 
1,500,000 
1.425.000 (Proposed) 

$6,598,100 
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BEGINNING FARMER REVOLVING LOAN FUND - The 2003-2005 request Is for 
$950,000. 

The Beginning Farmer Revolving Loan Fund was estabHshed to make direct loans or buy 
down the interest rate on loans to beginning farmers for the first purchase of farm real 
estate or chattels. 

General Fund dollars appropriated for buying down the interest rate on these loans by 
biennium are as follows: 

1991-1993 
1993-1995 
1995-1997 
1997•1999 
199~2001 
2001-2003 
2003-2005 

Total 

$1,000,000 
1,000,000 

950,000 
921,500 

1,000,000 
1,000,000 

950.000 (Proposed) 
$6,821,500 

A more detailed explanation of each program and the performance atatlstlca are 
attached. 
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PARTNERSHIP IN ASSISTING COMMUNITY EXPANSION (PACE) 

The PACE program was established In 1991 to assist North Dakota communities in 
expanding their economic base. The program Is available to all cities and counties 
throughout North Dakota for business projects that create new wealth (I.e. manufacturing, 
processing and targeted services Industries). The program provides low Interest loans to 
business entitles through a partnership effort between the looal community and the State. 
The maximum buy down amount permitted to be provided by the State is $250,000 per 
biennium and the borrower must create at least one job per $75,000 of total borrowing 
within the first year. The local community must also put up part of the buy down In each 
case thereby sharing the cost. This cost Is less for smaller and more distressed 
communities, as they pay a lower percentage of the buy down amount than do larger or 
economically stronger communities. 

The PACE program has been an important component of business financing In over 50 
communities throughout North Dakota. The program can be tied to the creation of over 
9,023 new jobs and another 100 are committed to be created within the next year. 

The PACE program works well because lt has clearly defined guidelines and measurable 
cost and benefits. The well..cfeflned guldellnes enable the effective and fair administration 
by the Bank of North Dakota and the effar.tfve marketing and utlllzatlon by the economic 
development community. 

' 

J 



... 

"" 

,. - . 
- - . . :· - --

L 

li!i ~---·--o ..---J r-~ (., 
-· .a 2,-. D§.2-.,_..-o 
-<::r i;~,-. of 

..,-! o• .. , 
-o .. 
•!~ . , . .... 
~•;:: 
-cO• --ihr• 
-15~ 

-fl :.t 
::r• • . .... 
◄• •=r-, 

=·· !It ll~ 
.i~ 
I~., 
-11 •1 --: .... -.. -a---i ~ ... .., 
•!& -e-.. ::ri 0 

!oJ 
~-~ ·-:, .=--o•:s 
::.1' &,i ... -.... 
;:ii 
-atf •• t~ .. 
.. 11 
o ... 
~i~ ·1-• 
!ii 
iii 
!t._~ -~ 

~11. .,_~"_·._-.. - ~--L .···• 
~ . 

~ 

C -. ~ 

------- -- ~------- -~~- ~ -------- -~---""'- ,_., __ , ___ _,__.....r-•v• •---. • -k•~ -••-" 

NUMBER 
AMOUNT 

BUYDOWN 

JOBS 

..... 
S'--1 

~,..,......:..1c- ~- ,• ........ _,.-. -- • --- -

(), 

PACE LOAN PROGRAM 
FUNDED 
LOANS 

455 
S 276.3 

S 37.6 

9,023 

--

--3Sl-. 

(SMUllon) 

COMMI'ITED TOTAL 
LOANS WANS I l801-ll03 BlenniUl llaydewa Fund 

12 467 

I 
Tocal Available Fuels 

$8.8 $285.1 Buydown fllllds-Fuded!Coaunitted Loans 

St.I S 38.7 Reaaillfna.,..•Fllllds 

100 9,123 

COUNTIES WHICH HAVE PARTICIPATED 
IN THE PACE PROGRAM 

~ca.r-
•'-

,__ 
1'--

~~1·;; 

•'---

~ 

1 Lolll ... 
4tcleilS 

Tl.ala 

... -~ 

14'-

...... 
zi.n. 

--~~I 

This gnplt depicts loan acdvtty la tla~ PACE Loan f'resram from its fncepdoa 
Oil Mardi J. 1990 to .Jaaury t.1003 

) 

$6.690.0U 

S4..<tSCU96 -Sl.239,621 

"V % 
I» 0 

CO C • • - . o m ----C -°' 

•--,--- -~--~-----------""~-~-"'~-.._:,A--~•-- __ .,,••• _,-r_, -.-.•,._:.,:;.--'-,'.-.•',,._•-'-,'.~~-;.~\,-•-•............,.,_,..,._-,. --..,,•---•~ .---:-:;•~•.;;: • ..,.;..*.T,o _, _.... ...,_,.,,,,...,;;.__,",.__..:.,.~.,. ;.,.,_ __ ~,• , • ,. _--.- _ =--....,__. >1,.--.,c,-_____ ~ 

, 

;,, 
~::l 

• 



' 
' 

r 

. 
.i ·. I 

' 

' 
' 

I '•J 
: 1 
' ' 

/~ 
I ... ~ 
i 
I 

House BIii 1 0 15 
Page 11 

AGRICULTURAL PARTNERSH~P IN ASSISTING COMMUNITY EXPANSION 
(AG PACE) 

The sister program to PACE Is Ag f'ACE. Developed to meet the needs of farm 
diversification, the program Is deslgt~ed to assist projects which are not Involved In 
traditJonal agriculture or livestock, 

By December 31, 2002, the program had funded or committed to fund 425 different loans 
fn locations throughout North Dakota. Projects eligible to be financed under this project . 
Include: crop Irrigation systems, pumhase of equity shares, finishing facllltles. value-added 
processing. By December 31, 2002, over $16,640,000 In loans were funded under the Ag 
PACE program . 
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BEGINNING FARMERS REVOLVING LOAN FUND 

The Beginning Farmer Revolving loan Fund makes dlrect loans to beginning tanners for 
the first time purchase of farm real estate. The fund also participates in loans to beginning 
farmers for the purchase of equipment or livestock. A beginning farmer is any person who 
meets all of the following criteria: 

1) The person Is a resident of North Dakota whose principal occupation Is or will 
be the production of an agricultural commodity on a family farm. 

2) The person Intends to use the real estate, equipment, or livestock to be 
purchased for agricultural purposes. 

3) The person has a net worth, lnch•ding that of any dependents and spouse, of 
less than $200,000. 

The loan amount for a real estate purchase cannot exceed $150,000 or 75% of the 
appraised value and the loan term must be 25 years or less. Th~ total amount of the loan 
for a chattel purchase may not exceed $150,000. A person Is restricted to a lifetime cap of 
$150,000 for real estate purchases and $160,000 for chattel purposes. By December 31, 
2002, the real estate program had funded 831 loans for $63,820,158 and committed to 
another 16 loans for $1,567,000. As of December 31, 2002, 66 loans have been funded 
for chattel purposes for $4,684,000 and 5 were committed to for $368,000. 
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BEGINNING FARMER REAL ESTATE 

FUNDED 
LOANS 

NUMBER 831 

AMOUNT S 63,820,158 

LOANPROGRAM 
COMMITfED 

LOANS 

16 

$ 1,567,425 

TOTAL 
LOANS 

847 

S 65,387,583 

:oot-2003 Bienniam B11ydown Fund 

Total Available Funds Sl.}16.122+ 
Buydown - Funded/Real Estate Committed Loans Sl.121.656 
Buydown - Funded/Chattel Committed Loans S 443.820 
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This graph depicts loan attivity in the New Beginning Farmer Loan Program from 
its inception on July t, 1991 to January l, 2003 
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BEGINNING FARMER CHATTEL 
LOANPROGRAM 

FUNDED CO~llTTED 
LOANS LOANS 

NUMBER 66 s 
AMOUNT $4,663,322 $367,600 

TOTAL 
LOANS 

71 

$5,030,922 

2001-2003 Biennium Buydown Fund 
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its Inception on Joly•~ 2001 to January t, 2003 
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HOUSE BILL 1015, SECTION 5 
Transfer to the Industrial Commission 

BND provides fundlr.g to the Industrial Commission each biennium for Its operations 
Including administrative and clerical costs. For the 2003-2005 biennium, the amount to be 
transferred is $86,656. 

HOUSE BILL 1015. SECTION 12 
BND Enterprise, not Government Fund 

This language is lncludad to clarify that appropriations for the PACE, Ag PACE, and th~ 
Beginning Farmer Programs go directly to those dedicated funds, not to BND for Its 
operations. BND is an enterprise fund, not a govemment fund (or general fund agenoy}, 
that Is, It generates revenues to cover all of its own operations. The appropriations for 
PACE, Ag PACE and the Beginning Farmer Programs are passed through BND because it 
manages the PACE, Ag PACE, and Beginning Farmer dedicated funds. 

h :>USE BILL 10~ 5, SECTION 13 
EXEMPTION 

This allows for any unexpended funds from the 2001-2003 contingency aprroprlatlon to be 
available for the continued development and operating costs of the a-business Initiative. 

HOUSE BILL 10151 SECTION 14 
Emer~ency provision for PACE, Ag PACE, and Beginning Farmer funds 

The buy down funding for the PACE, Ag PACE and Beginning Farmer Program Is 
requested with an emergency provision so that It Is available as soon as possible. The 
Beginning Farmer fund wllf need a transfer from the Ag PACE fund because demand Is 
running so strong. 

I 

.J 
Ill 



I. 

I• 

r 

. ,(' . 

TO: 

MEMORANDUM 

Government Operations Division of the 
House Appropriations Committee Members 

FROM: Erl~meyer, President 

DATE: January 151 2003 

RE: Follow-up Items regarding BND appropriation hearing 

Ourlnri the Bank of North Dakota ~11dget appropriation hearing on January 10, 2003, there were 
several Items that you asked for additional Information. Below are those Items and my 
response. 

1. BND Capltal 

As I discussed with you last week, as of December 31, 2002, BND had capital of $171 mllllon on 
total assats of $1.98 billion. This equates to capital ratio of 8.66%. A peer group comparison for 
banks of similar size Is 8.16%, North Dakota peer average Is 10.04%. 

If BND Is required to contribute $25 million to fund the general fund shortfall, capital will be 
reduced by that amount. Based on asset levels remaining in the $2 billion level, BND's capital 
ratio would fall to 7.3%. According to Bank Commissioner, Tim Karsky, banks should have 
minimum capital of at least 7%. 

2. Consolidated Loan Portfolio (see attachment) 

Attached you Will see a rPport that shows BND's total portfolio at $1.33 billion. Tho breakdown 
of that Is comprised of $433 million of commercial and business loans, $365 mllllon of student 
loans, $309 million of residential real estate loans, and $233 m!lllon of farm loans. 

Of our total portfolio of approximately 53% or $705 million has a federal guaranty attached to It. 
Listed below Is the breakdown per loan category of the guaranty percentage and federal agency 
that provides the guaranty: 

Student loans M 98% Department of Education 
FHA residential loans - 100% HUD 
VA residential loans - 38% (average) HUD 

The commercial and farm loan portfolios have portions of the their loans guaranteed by other 
federal agencies Including SBA, FSA, BIA, and Rural Development. 
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3, Loan Lott Reserve (see attachment) 

BND's loan loss reserve at the end of the year was $25 million or 1.89% of total loans. The 
Industry average for all banks In North Dakota Is 1. 70%. With a significant portion of BND1s debt 
covered by federal guarantees, our loan loss reserve can be viewed as a healthy one, 

4. PACE, Ag PACE. and Beginning Farn,e,· performance as of 12·31-02 
The Information provided below Is meant to supplement the Information Included In my 
testimony. please refer ~o that section for more Information. 

PACE 
Ag PACE 
Beginning Farmer 

neunauency % 
3.66% 
0.00% 
0.01% 

11 of default§• 
18 
0 
5 

*Since program Inception (1991) and where BND Incurred a loss. 

5. Transfer betwun Ag PACE and Beginning Farmer funds 

As mentioned In my testimony, the demand for the Beginning Farmer program has grown 
slgnlfloantly with the added ability to use the program to purchase livestock or equipment. 
Because of this demand, the Beginning Farmer buydown fund has been depleted. As 
authorized by existing legislation, this month the Industrial Commission 'will transfer $750,000 
from the Ag PACE fund to the Beginning Farmer fund . 
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CONSOLIDATED LOAN PORTFOLIO 
YEAR END 1998-2002 

_) 

MIU.IONS PORTFOUO BYLOAN GROUP 

.,. 1999 1000 1001 lGOl 

■ FARM ■ STUDE.ff ■ COMMERCIAL O RiSID.tNTIAL 

FARII - Portfolio growth in 2002 has be9n minimal due to the competitive interest 
rate environment. Demand forfa"ffl loans is steady due to BN0's low in. rest rate 
loan initiative developed to assist farmers facing difficulties with low commo<fity prices. 
crop disease. and poor growing conditions. 

STUDENT - BND's student roan portfolio has hiStorically shown steady grown,_ This 
is inaicative of the Bank's commitment to provide financing to students for post 
secondary education.. Th3 pcxtfof10 has grown "'·iring fourth quarter 2002 primarily as a 
result of recent loan purchases and fall disbursements. The overall portfoJio is less 
than four1h quarter 2001 due to 2002 roan sales of $87,500,000 to the N.O. Student 
LoanTrust. 

COIIIIERCIAL - Even though the national economy has showed diminished growth 
since.2001. ND businesses were not as adversely affected and the commercial loan 
podfolio cootinued to increase in size. Ths can be attnl>uted to the attractiveness of 
lhe Banies economic development programs. 

RESIOENTIAL-BND pctHides a secondaly market for home loans. Most 
conventional mortgages as-e sold on the secondary market. BND retains FHA and VA 
guaranteed mortgages in its own portfolio. funded through booowings from lhe Federal 
Home Loan Bank.. 

TOTAL PORTFOUO 

1.172 
1,3.H 

1.156 
l,t56 

llS 

IM 1999 2000 2811 2001 

FARM LOANS include: Farm & Ranch. Family Farm. Fann Operating. Farm 
Real Estate. FSA Guaranty Purchase. Equity Loan Program. and Ag PACE. 

STUDENT LOANS include: Stafford. Consolidation. Deal. Plus. and SLS. 

COMMERCIAL LOANS include: Bank Participation. S8A Guaranty Pltthase. 
Business Devefopment. PACE. Match. Bank Stock. and Step. 

RESIDENT1AL LOANS include: FHA. Conventional. and VA Loans.. 
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BND COMPOSITION OF ALLOWANCE FOR LOAN LOSS 

■Commemal 

sa.J.fO 

JJ%· 

$000 Omitted 

December 31, 2002 - $25,091 

5Z.3l3 

■ Farm ■ Reside~at 00.llioa 

C9mmenta,y 

The adequacy of the allowance for loan loss is based on managemenfs evaluation of a number of factors, inducnng recent loan loss 
experience,. continuous evaluation of the loan portfolio quality, current and antlclpat8d economie condltiona, and other pertinent 
factcrs such• off-balance sheet risk. 

As ot December 31, 2002 Commercial loans required 52% of overall allowance needs followed by Farm loans which required 33%. Nine 
percent of the compoaition of the allOW&nce has been identified aa a cushion to further support BN.D"'s on-going role• a development 
bank for the State of North Dakota. 

BND•s total allowance for loan loss as a percentage of total loans Is 1.89%; better than tlw 1.70% industry average for aft Insured 
commercial banks In the State of Nc,ro!.:h Dakota. -
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BND 
-BANK OF NORTH DAKOTA 
r 7 January 13, 2003 

0 

Senator Bob Stenehjem 
Senate Majority Leader 

Representative Rick Berg 
House Majority Leader 

RE: Leglslatlve budget Initiative 

Dear Senator Stenehjem and Representative Berg, 

Thank you for the opportunity to tell you about the Importance of Bank of North Dakota (BND) 
to the cJtlzens of North Dakota. I have attached a brochure we publlsh and distribute to our 
employees, customers and other stakeholders. This brochure outllnt~s BND's mission, vision, 
core values, strategic objectives, and employee skllls and competencies. I hope It will be 
helpful to you In gaining an understanding of BNO. 

The main purpose of BND Is to achieve our mission, "To De/Iver Quality, Sound Financial 
Services that Promote Agriculture, Commerce and Industry In North Dakota." 

We measure the achievement of our mission by comparing the results of our operations with 
our strategic objectives, which are to: 

• Develop partnerships that deliver quallty programs and services to expand the 
economy of North Dakota. We measure this by monitoring the utilization of our loan 
programs and services. 

• Maintain the strength and flnanclal Integrity of Bank of North Dakota. We 
accomplish this by ensuring that we have and maintain adequate capital and loan loss 
reserves. 

• Generare a corislstent financial return to the State of North Dakota. We measure 
this by the annual net Income we generate and using Industry benchmarks of Return on 
Equity (ROE) and Return on Assets (ROA). 

• Provide a culture that develops people and Is a model of efficient business and 
government. 

The members of the legislature can assist BND In achlevlnr, Its mission and strategic objectives 
by: 

• 

• 

Understanding the mission and objectives of BND . 

Understanding the opportunities available to the Bank as well as 11,e threats to the 
achievement of our ml:.,slon and objectives. 

700 EAST MAIN AVENUE, P.O. BOX 5509 BISMARCK NORTH DAKOTA 58506·5509 

l ·800•472·2166 J ·70 I· 328·o600 TDD: 1 ·800•643•3916 www.banknd.com 

Tht 11fol"Olrlllhfo 1..., on thf • f fl• •r• eccurett reprocutfon1 of rtcorde dtl fvertd to Modern JnfoMtfon sy,ttN for Mlcrof flllflll and 
wert fflMd fn the rec,Yl1r courtt of buefntu. Tht photographic proceat Mtttt standard& of tht AMrlo1n N1ttonel ltendardl lnatttutt 
(AN.I) for 1rchtv1l Microfilm. NOTIC!I If tht ftltNd fNgt lboV't t• lu• lttfblt thin tht• Notice, It ft due to tht qualftv of th• 
docwllnt befng ffl,Md, ® (\\--~... I 
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• Supporting legislation that assists us In accompllshlng the Bank's mission and 
objectives, 

We report our results to the publlo so they can measure the success of our efforts In the 
following manner: 

• BNO•s flnancfal results are published in our annual report and reported through the news 
media. Additionally. we publish a quarterty report that reflects our flnanolal and loan 
portfolio performance. 

• We carry out a program to Inform the pubHo about BNO and the contribution we make to 
North Dakota through communications such as the bro~ure attached to this letter. a 
quarterly new latter called the Exchange, news releases, representation at community 
and business events, and contacts made by people who are members of the BND 
organization. 

• BND strives to be a leader In flnanclat services In North Dakota and a model of efficient 
business and government. The example we set displays our commitment to our mission 
and objectives. 

Thank you, again, for the opportunity to tell you about Bank of North Dakota's purpose, 
measurements of success, how the legislature can help us be successful, and how we report 
the results of our efforts to the publlo. 

I look forward to visiting with you further about Bank of North Dakot&. I welcome any questions 
from you or other members of the legislature about BNO and would be most happy to give a 
personal tour of the Bank to anyone who Is Interested In doing so. Please let me know If I can 
provide any additional lnformatton to you about BND. 

Sincerely. 

~J----......__ 
Eric Hardmeyer. 
President 

Attachment 

2 

I 

I 
l 
I 
i 
I 

.J 



r 

1· 

.•!) 
........ 

Memo 

To: 
From: 
Date: 
Subject: 

Sandy Paulson, OFFICE OF MANAGEMENT & BUDGET 
Eric Hardmeyer, President, BANK OF NORTH DAKOTA 
February 3, 2003 
Vacant Positions 

As of February 1, 2003, we have five positions that we are not actively recruiting to fill at this 
time. Those positions include: 

f.osition No. Classification DateVacat~ 

01S0 Auditorm 10/02 
0032 Special Assets Manager 10/02 
0160 Account/Budget Specialist I 2/01 
0012 Compliance Officer 10/01 
0083 Account Technician ll S/02 

When a vacancy occurs, our managers are required to provide justification for filling that 
position. Managers are required to evaluate staffing needs and to discuss with execut:ve 
management (1) how the position will support BND business objectives, (2) how we can 
restructure, streamline and improve work processes, (3) how we can utilize employees from other 
areas of the Bank to fill this need, and (4) what BND's risks are if the position is not filled. 
Managers are expected to creatively look at ways to complete their business operations more 
efficiently with existing staff. As a result, positions are vacant for a longer period of time as we 
work through the evaluation and restructure of our existing organizational structure. 

The five positions noted above reflect positions in our lending services. accouuting services, and 
our audit/complianc-, area. Significant organizational. position, and functional restructuring is 
occurring in all three of these service areas, Time and further evaluation will detennine whether 
we are able to complete business operations without staffing these positions. 

With the growth the Bank has experienced. it is imperativ" that we are able to address our 
staffing needs now and in the near future. Our commemial, ag. and residential loan portfolio ,ias 
grown by approximately $87 million to $962.S million over the last year. Also. our student loan 
servicing portfolio has grown approximately 527 million to $SOS million over the last two years. 

,,;:,,•1•.i• ;:11'1,: I 
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Sandy Paulson 
February 3~ 2003 
Page Two 

In o.ddition. the challenges and expectations of our Information 1fechnotogy Services staff is of 
concern to us as they work to develop a new student loan guarantee and lender software program. 
Our professional team of ex.perts continue to work hours in excess of 40 houn every single week 
for extended periods of time, Turnover of staff in this area would greatly impact our ability to 
support our growth in the student loan industry. 

Our system of stafting analysis is sound. We do not fill a position just because there is a 
vacaney. We fill a position based on our business n~. The five vacant positions above are 
important to UJ and could be vital to our busineas operations. We request the ability to manage 
these positions and to strategically assign thesti positions when and where our business 
operations n~ them most, today and in the next two yc,ats. 

• .• .,., :,J '., 
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TESTIMONY TO THE 
SENATE A,PPROPRIATIONS COMMITtEE 

MARCH 11, 2003 

HOUSE BILL 1015 

ERIC HARDMEYER .. BANK OP NORTH DAKOTA 

House BIii 1015 contains five sections relative to Bank of North Dakota. Those sections 
are Hated below a.long wfth the page numbers which correspond In this testimony: 

Section 1 : Appropriations 

Subdivision 2: BNO Operations (peges 2-6) 

Subdivision 3: Appropriations for PACE, Ag PACE, and Beginning Farmer (p. 7 .. 15) 

Section 5: ·eNO Transfer to the lndustrlal Commission for Its adrnlnlstratlon and clerical 
support operations (page 16) 

Section 12: BND Enterprise Fund, not Government Fund (page 16) 

~ectlon 13: Exemption of contingency appropriation fro111 provisions of 
section 54--44. 1-1 ~ (page 16) 

SeQtlon 14: Emergency provision for PACE, Ag PACE a,1d Beginning Farmer funding 
(page 16) 

Comments relative to each section And subdivision, along with supporting documentation, 
are attached. 

Tftt •foNtf'lpftfc ,_.. on thf• fH• •r• 1eeur1t1 reprocMOtfone of recordl dttfwrtd to Modtrn tnforM1tlon l)ltttN for •fcroftlatno and 
were ff llllld in the rftUl•r cour11 of butlne111. The pt,i:,togrlphfc proctH Mttl 1ttndardt of tht AMtrleen Ntttonal tltandirdl lnetttutt 
(AMII) fo~ 1rehfv1l Ml~rofllM, NOTIC11 If th• ftllNd t1111ge ibovt ,. lNI lttlblt then tht• Notte,, ft fl dut to tht qutlftv of tht . -I Mint lllllld, ~ 
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House 81111015 
Page2 

BANK OP NORTH DAKOTA 
HOUSE BILL 1015, Section 1, Subdlvlalon 2 

The Bank of North Dakota's (BND) 2003-05 proposed operctlons budget Is comprised of · 
the five major llne Items outllned below. BND revenues fund all Bank expenses and profits 
are avallable to provide oapltal or make transfers to the General Fund. 

Balow Is the last four years of Income and the projaotfori for 2003: 

.1iQ& 
$30.5 

20.QQ 
$32.6 

BND Income (mllllons) 

2.0.Q! 
$33.1 

2J202 
$32.2 

Projected 
2Qoa 
$31.0 

Income over the last 4 years has been steady with growth In each of the three previous 
years. Although 2002 numbers are unaudited at this point; Income Is down by $900,000 
due to lower Interest margins resulting from the current low Interest rate environment. 
However, actual net Income for 2002 was $800,000 higher than budget, this can be 
attributed to• in0188sed fee Income and expense control. Net Income for 2003 Is projeated 
to decrease to $31.0 mllllon as we continue to see shrinking margins In th_ls low-rate 
environment. 

Assets 
Capital 
Ratio 

'1998 . 
$1,609 
$ 140 

8.7% 

BND Total Assets and Capltal (mllllon·s) 

.1flii 
$1.687 
$ 139 

8.24% 

2.QQQ 
$1,808 
$, 153 

8.46% 

2QQ1 
$2,107 
$ 170 

8.07% 

2.QQ2. 
$1,975 
$ 149 

7.55% 

Assets over the past 4 years have shown growth with the exception of 2002, which showed 
a decrease of $132 mllllon. This decrease Is due malnly to deposit maturation·. At the end 
of 2002, BND booked a $22 mllllon llablllty which reflects the estimated transfer to the 
general fund to cover the projected shortfall. ff In fact BND Is required to contribute the full 
$25 mflllon and .total assets remain at the $2 bflllon level, BND's capital ratio would fall to 
7.3%. According to the Department of Flnanofal Institutions, a nation-wide comparfsori for 
banks of slmflar size Is 8.16%, The North Dakota average for all banks is 10.04%. 

1aa8. 
$835 

BND'a Total Loan Portfollo (mllllons) 

1film 
$1,056 

2QQ!2 
$1,158 

2Qfil 
$1,272 

2202. 
$1,330 

Loan growth has increased steadlly over the past 5 years. In 2002 loan growth was $58 
mllllon despite selling over $65 mfllfon of student loans to the Student Loan Trust. The 
bank has experienced widespread growth, with the business and resldentlal portfolios 
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showtng the greatest Increase. BND has averaged financing 200.bualness and lnduetrfal 
projects per year or more than 1000 projects over the last 5 years. creating thousand• of 
new Jobs In North Dakota. 

overall. our requested budget Is about $550,000 less than the previous biennium. 

MAJOR LINE ITEM EXPENSE CATEGORIES; 

SALARIES AND WAGES 
Budget 2003-2005 
Budget 2001-2003 

$16,546,603 
16,617,874 

$ 1.028,929 

The salaries and wages llne Item Includes budget no Increases fo1· salaries for the 2003-05 
biennium. 

BND cor.tlnues to monitor efficiency ratios for salaries and wages and also In regard to the 
number of employees at the Bank. Expenditures for salaries and benefits are .39% of 
average assets. Industry average for banks In North Dakota Is over 1.3%. Operating profit 
per employee at BND Is $190,000. compared to the Industry average for banks' In North 
Dakota of less than $80,000. There are $11.6 mllllon In aasets per employee at BND. The 
Industry average for banks In North Dakota ranges from $2 mllllon to $~ mllllon per 
employee depending on bank size. These Industry averages are taken from the 2002 , 
Sheshunoff Publlcatlon: Banks and S&L's of the Great Plains. Sheshunoff Is a nationally 
recognized bank analysis and consulting flrm, 

We have 178.5 FTE authorized for BND. Currently we have 170 positions filled and we are 
actively recruiting for 2 positions. Before we fill a vacated position, we first determine If 
there la a way to absorb the responslbllitles with existing staff. With new technology and 
better business practices we feel that In some cases we have generated sufficient 
efficiency that we can l~ave ~ position vacated. However, we are of the philosophy at BND 
that we all work for one organization and that resources (human, equipment, etc.) should 
be available to flow to the location within the bank where they are needed. Consequently~ 
if we have a business opportunities where addftlonal revenue can be generated, or, if there 
Is a specific need we have the ablllty to move resources to meet the need. 

OPERATING EXPENSES 
Budget 2003-2005 
Budget 2001-2003 

$11,372,000 
$11,738.386 

· $ (366,386) 

The overall decrease In operating expenses Is 3.12%, or 1.56% per annum. 

The major components under operating expense that are changing are as follows: 

1m. 
EDP Production 
Profeaslonat Services 
Computer Software Purchases 

Chango 
$2,041,000 .. 
$ 895,000+ 
$ 450,000+ 
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EQP prpdyctlon expense (which Is $1,700,000 or 15% of the entire operating budget) la 
planned to decrease based on EDP development (naw system and system maintenance) 
aotfvftles assoolated with the BND/SLND E-Buslneas Initiative. This Initiative easentlally 
Includes the development and Implementation of systems that provide Bank of North 
Dakota and Student Loans of North Dakota customers with the ablllty to perfonn business 
activity electronlcally •. Core business processes have been put onlfne connecting BND'a 
orttlcal business systems wtth Internal and oxtemal customers through multlple channels 
lnoludlng the Internet, Intranet, e-mall, fnteraotJve voice response and fax. BND's existing 
static website has been replaced with a dynamic site allowing customers to Interact with 
their accounts to exchange Information and conduct transactions. 

This initletlve Includes the replacement of SLND's existing lender and guarantor legacy 
systems which are no longer adequate to support the needs of SLND and Its customers 
and are not cost effective to operate or suppcrt. When both SLND systems are replaced, 
EDP Production expense wHI decrease slgnfflcantly, wfth a projected expense reduction of 
greater than 50%. · 

Prolect Status Our plan at the beginning of the 2001 .. 2003 biennium was to have both the 
guarantor and fender systems developed and deployed by July 1, 2003. However, our 
current schedule has the guarantor system fully developed by April 23, 2003, and tested 
and deployed on June 4, 2003. The development of the lender system has begun and wfll 
use a significant portion of the code and archfteoture developed for the guarantor system. 
The completion date for the lender system has not been determined, but it Is likely that it 
will be finished In the later part of the 2003-2005 biennium. There are no major roadblocks 
Impeding our process, but It has proven to be more compllcated and time-consuming than 
originally planned. 

Along with funding from the Student Loan Trust, we had built $2,850,000 In the current 
biennium for the development of both systems. We will have approximately $900,000 
remaining In this line Item at the end of the biennium. Section 13 of this bill requests an 
exemption from 54-44.1-11 allowing BND to use those remaining funds In the 2003-2005 
biennium to complete the development of the lender system. 

As discussed above at file Production. SLND's existing transaction prooosslng and 
oustomEfr service systems are no tonger adequate to support the needs of SLND and its 
customers and are not cost effective to aperate or support. The existing student loan 
systems have put SLND at a competitive disadvantage In the marketplace and are not 
providing North Dakota's students and schools with the timely access to accurate 
Information about accounts that SLND's out of state competltoNJ currently provide. 

Student Loans of North Dakota's existing systems are written In programming languages 
that do not lend themselves to supporting the web-based Interactivity that SLND's 
customers expect. The systems are receiving minimal support from the vendors and are 
consuming substantial fntemal resources to keep them In production. With e8ch passing 
year, the inadequate condition of the systems puts the Integrity of SLND's student loan 
data at Increased risk and threatens the accomplishment of SLND's mlssfon to maintain 
systems to meet the needs of student loan borrowers. 
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BND/SLND has conducted extensive research Into attamatlves available to replace the 
existing systems. No feasible altematlvee were ldentl,ied and the most affective course of 
action was to develop the system Internally. Several factors contributed to the dffflculty In 
focatlng an acceptable replacement: 

1. Student Loans of North Dakota Is very unusual In that It operates both a full service 
loan servf olng functton and a loan guaranty agency. For maximum effiolenoy, cost 
effectiveness. customer service and competitive advantage. SLND requlres·an 
Integrated loan servicing and. loan guaranty system. 

2. Those systems that have been identffled to-date as possible candidates to replace 
SLND's systems have been thoroughly Investigated and subsequently detennlned to 
have system features that offer SLND llttla or no advantage over the existing 
systems. 

~ . 

3. The student loan Industry continue~ to consoHd,te aggressively reducing the 
number of potential customers for student loan systems and acting as a disincentive 
to developers of new student loan systems. 

Prof8§8ional Seryice1 The State Auditors Office requested that expenses totaling $725,000 
associated with Investment services and check clearing be Included In the appropriation 

1
,-....,, request. Prevfously, these expenditures had been considered non-appropriated 
._) expenditures. The other major Increase In professional services relates to $170,000 . 

Increase In other ref«;trence service product needs 

computer Software Purchases ·The major purchase for the 2003-2005 biennium will be 
replacement of core banking systems. System·s Included are general ledger, Investment. 
trust accounting, commercial loans, real estate loans and deposit systems. Included In this 
Is an evaluation of cost and performance of existing systems versus replacement 
technology. All functlonallty of the new ERP system will be Included in the analysis. 

Existing core banking systems use a variety of systems that were purchased in the mfd-
19801s. They are stand alone systems that cannot be integrated. use antiquated 
technology, and are expensive to maintain. A new core banking suite wfll tie these 
functions together Into one Integrated system that should be cheaper to maintain and 
operate. 

CAPITAL ASSETS 
Budget 2003·2005 
Budget 2001 .. 2005 

$ 825,000 
275,938 

$ 49i062 

The equipment budgeted expenditures Include approximately $200,000 for purchase or 
replacement of equipment for operations and office fumlture. It also Includes $300,000 for 

,....._/ computer hardware needs and $100,000 for the core banking equipment. 

. .:;. ·';:>:,, ·;;,1-:,wt~ti\t ~:1 Thi ■toroerlllhtc , .... on thf• ffl• 1r1 accur1tt reprowotfw ef recordt dtltwred to Modern lnfo....tfon tyet .. for •fcrofHMfna Md .' 
...... fflNd fn tht rttul•r COUl'lt of butffttllo Tht photoorephfc proctt1 MNtl •tendlrdl of th• AMtrf Ctn H•tf ontt ltendtrdl h11tftutt , 
(AMII) for 1rcflfv•t Mf croffl111. NOTiC:St If tht ff tlNd fNtt 1bow fa lHI lttfbtt thtn thf1 Nott ct, ft fl dut to tht 1111Alftu of tht . 
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CONTINGENCY 
Budget 2003-2005 
Budget 2001-2003 . 

$ 1,600,000 
2,860,00Q 

$ (1,360,000) 

The $1,600,000 requested ts to budget for the potential need for addttlonal production time 
from the Information Technology Department, complete the development of the student 
loan aoftwara, or purchase Image software and hardware. 

' . 
Aa described In the operating expense fine Item, there Is a hfgh probability that the lender 
system will not be finished until the later part of 2003-05 biennium. Until we can move off 

. the e>datlng lender syat~m which Is housed on ITD's mainframe, our production coats wm 
continue to nm at $100,000 per month. One$ completed, those costs are gone. 

1111 ttlor..,.....to , ..... cwi tflle ffl• ,,.. aceur1tt "4"'.0tMtfn ef r.,eorda •ttvertd to NodtM lnfONlltfon tytt .. for •fcl'Off tat111 lfld 
.,.. ffl• fn the rttUltr eoul'H of l:iultntta. Tht phototrlf!htc ~· Mtttl etendli'dll of tht Mtl'ICM'I Nltlonel It .... lMtltutt 
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BANK OF NORTH DAKOTA 

700 EAST MAIN AVENUE 

BISMARCK, NORTH DAKOTA 58501 

800-472•2166 or 701·328-5800 

www.banknd.com 
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Achieving 
Results 
Through 

...,,1 ,.,,I, 

s 
BND'a Mission 
Vlalon 
Core Values 
Sttateglc Objective• 
Skill• a Competencl•• 

Eric Hardmeyer 
President 

Bank of North Dakota 
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Nlalon 

nf t BND, we have developed a vision 
..rlstatement to paint a picture of our O·· 

future. Our vision statement is, "Bank of : · 
North Dakota Is o flnanclol sen,/ces 
ltader In North Dakota fostering 
growth and economic w,/1-btlng for the 
Su,te and Its cltl:ens, using tt 
partnership approach. Bank of North 
Dakota has knowledgeable, well-trained 
people delivering e.tceptional customer 
service, resulting In conslstentflnanclol 
returns to the State.'' 

... 

,.,,,: 
\..: ,;· 

--··- .. ~- .. ·----· ... • ___ .. .,. •• ♦ 

use include creative thinking. 
feedbackfrom customers and 
employees, technology, elem· Internal 
and external communication channels 
and effective marketing of the 
services provided by BND. People 
and technology are cornerstones of 
the exceptional customer service we 
deliver. Strong partnerships assist us 
in delivering the service we promise. 

At Bank of North Dakota, we are an 
organization that provides an 
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Thcr~ Hl'l' Sl'\'l'l'UI h 1y ideus within 0111· 

vision that ui·c so impot·tunt we l'Ollsidcr 

them s1 1pan1tl'ly. Thl'y urc: 

• Teamwork 
• Empowerment 
• Opportunity 

Core Values 

l'DND's Core Values describe the 
D qualities and characteristics most 
important to us. We use ou1· core values as 
a guide when working with others and in 

,limr 

() 

l' 
l 

dcdsion-making. At BND, we huvc 
chosen thl1 following core values und 
defined them us: 

,1 C,· ser,1/t•e: "Excel nnd Deliver!" We 
make decisions bused on customer 

) needs and prctcrcnces; recognizing the 
, importance of continuous improvement; 

cost effectiveness and timeliness. 

Teamwork: 0 Together \Ve Accomplish 
More! 0 We provide a positive work 
environme1\t that fosters communication, 
respect, empowerment, accountability, 
commitm<.'nt and partnerships. 

Bthics: "Do The Right Thing!" We 
expect honesty and promote integrity 
and trust. 

People: 41Set Us Apart!" We provide a 
work culture that respects differences, 
encourages employee creativity and 
development, promotes work/personal 
balance and recognizes individuals for 
their unique contributions. 

C: Strategic Objectives 

rD ND's Strategic Objectives are the 
D framework for all of our daily 

busines~ and operational activities. We 
conduct business and make decisions 
that will contribute to the achievement of 
one or more of our strategic objectives: 

• Develop partnerships that deliver 
quality programs and services to 
expand the economy of North 
Dakota. 

,. 
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• Muintuin the strength and 
financiul intcgl'ity of Bank of 
North Dakota. 

• Generate a consistent financial 
return to the State of Nol'th 
Dakota, 

• Provide a culture that develops 
people and is a model of cff icient 
business S\nd government. 

Employee Skills and 
Competencies 

t1JND's Employee Skills and Competencies 
:Dare the essential abilities and expertises 

required of aU members of our organization. 
These skiUs and competencies arc necessary 
for each of us to wholly contribute to the 
accomplishment of the BND mission. BND 
Employee Skills and Competencies include: 

Leadership Skills and 
Competencies 

,.. t1>ND's Lcudcrship Skilh, and 
'- · :0 Com pct cncics arc the additional 

abilities und cxp~rtiscs required of 
individunls in leadership positions. While 
'leadership' is defined as responsibility for 
people, all employees are encouraged to 
demonstrate leadership in our daily actions. 

1·· • Strateafc.T 
\. . 
1/'. :·~ Vlslonaey:· · 
1 ·.-. • People Or,1 
i{\/ . , Demonst ... it .i.i. · Supporf~l 
t, .. ,·. and Deve.lo.,·.;r·i,,:, 

'
1Achievlng Results 
Through Synergy" 

((Cooperative llction among groups that 
creates an enhanced combined c· effect" is how synergy is defined. 

Synergy involves our customers, 
partnerships, work teams, and 
employees. In essence, synergy is how 
we achieve results at BND. For this 
reason, we hnve adopted "Achieving 
Results Through Synergy" as our motto. 

If you al'c already a customer of Bank of 
North Dnkotn or a member of our 
organization, we are pleased to have the 
opportunity to work with you. If you are 
considering joining us as a customer or 
employee, we say: 

Welcome to 
I'>< \nk < >f N< >rth Dakota! 
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Eric A, ffardmevtr 
0-4/21/2003 09:158 AM 

Toi l<en 0, SvedJ1n/NDLC/No01k@NoOak, Bl1lr 
Thor .. on/NDLC/No01k@N0D1k, Bob J, 
Skarphol/NOLC/N0D1k@No01k, Eliot A, 
Gl111helm/NDLC/No01k@No01k, Randy A. 
Scho~nger/NDLC/NoDak@No01k, Rendel D. 
Chtlstm1nn/NOLC/NoD1k@NoD1k, Larry J. 
Roblnaon/NDLC/NoDak@NoDak 

cc: 
Subject: It Budget 

I am at a 1019 to understand the lnolualon of BND In the IT Budgeting cutting process, I am sure 
that every agency oan make a oaRe on why they need to be funded at 100%, but for BND the 
Impact on reducing our IT Budget could Impact our abllltv to generate revenue. I don't understand 
this stance If you continue to want to view BND as a major funding source to the state General 
Fund - up to $86 mllllon this biennium, $60 mllllon next bhtnnlum. Then to add Insult to Injury, 
whlle reducing our IT budgot you then require BND to transfer over the savings to general fund, 
Our oapltal already has been reduced by $22 mllllon because of the transfer for the contingency. 

Explain to me why this makes t:ensal 

Eric Hardmeyer 
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PNplndbyt. North Delcatl t..;1,1-.Ccud 
dfof'HcxM~ 

JlnUMfY 7, 2003 

,_-•-\.Nlrtmellt 471 • Houelng Finance Aglnoy, 

• tOUN BIi No. 1011 

m....,_ a.n.lPund ot..Punde 
200Meboculwlk,dglt ◄3.oo so '33.eeo.73Z 

Tolll 
$33,8I0,73Z 

n. 2001-03 approprt1t1an arnoun111 lnckJde s1e,oea °' oe,., fundl tor tt1e agency, .,. of.,. se m11on fundlno poo& 
epprop,tltild to the Office of Mlnagifnlnl and Bt,dglt for ■pedal fflll'klt equky adjUltmlntl for clNdlld ~ .... '111120()1-()3 
~ .,,.,... do not lncktde $521,◄35 0: addltlonll federal Ind lpecfa fund■ authortty NqUllted ~ the agency purauant 
to Sdot'I 2 of~ BIi No. 2015. , 

AgenoyFundlnt mPosltlona ..... -------------
... 1---------iiiiiii-------f 

... 
1117-11 1•2001 2001-oa ..... 1917... 1 .... 2001 2001-GI 

bacUtlw 
Budgal . 

...... Fund ■ lpealalFunda. 

Executive Buclget Hlghllghta 

o.r-alFuncl 
1. ~ ror the toHowtng, 5 new FTE potNlorw due 1o lncnaed 

WOt1doad IIIOdalld with HUO P6'ojectl and program growth: 
1 FTE housing pn,gram technldln I · 
1 FTE hou8'ng pmg,INH admlnWl'ator U 
1 FTE data procesli'le coordinator I 
1 FTE housing .f)N)fPffl ■plldlNlt t 
1 FTE accountlbUdQll ~ 111 
Total 

2, RedUC8I granta Nne Item, primarily due to raducdon In HUD grants 
conbllcll ,.......,_ at market,... ($7,195,680), and an 1nct1111 In 
grantl for development of I muHf.- lqtlity fund ($200,000) and e 
new pn)Ql'lffl '° ltl!lt Nlktente of the StlndlnQ Rock and Spirit Like 
Rn1r~ltionl k» obt-'n home loant and purdlaM homel on the 
rt1IMlbl ($60,000) ,··-, 

~ 1 Adtc• the opnt1ng e,cpenw une Item to account for anllcfpated 
I..._,/ dtcteHI In lnwNt e,cpenae and Nfw» premkMn l)W'dlated, lnfldon, 

and program chlnQN 

Olhlr,... 

$71,980 
$10fMHH 
sae,111 
$58,727 
~1588 

$3801977 

($8,895,880) 

($391,025) 

Tolll 
so 

$71,980 
$10fl,691 
$88,111 
$58,727 
!541688 

!3801977 

($8,895,880) 

($397,025) 

n, 
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N<0rt h Dakota 

Housing Finance Agency 

PO Box 1535 • Bismarck, ND 58502~1535 

INDUSTRIAL COMMISSION 
Jorn~ HC/IMN, GOVl-~NOR 

WA''<NI. 811:NI II.JIM, Al l()l{N(V GtNIJHAl 
ROOI It JOl ◄ NflON, Anllil:lJl. llllll: Cot,0,US610NER 

PAT S, fRIC~li, EXECUTIVE DIRECTOR 

HB 1015 January 10, 2003 
North Dakota Housing Finance Agency 
Division of the State Industrial Commission 
Budget No. 473.0 
Testimony of Pat s. Fricke, Executive Director 
Government Operations Division of the House Appropriations Committee 

Budget 473.0 of HB 1015 Section 1, Subdivision 5 covers the revenues associated with the various 
housing programs administered by the Housing Finance Agency (HFA) solely through Special Funds. 
The HFA has not utlllzed state General Funds of any type since Its 1980 creation by Initiated measure. 
The $33,660,732 executive recommendation for the 2003-05 biennium represents a 16, 7% decrease 
from the last appropriation. Nearly all of the decrease Is federal rental assistance funds, HFA staffing ; 
tecommended at 431 an lnqease ot 5 Ell;. • 

Current housing programs of the HFA are briefly described In the attached program summary. Nearly all 
of HFA programs involve partnershfps with other entitles In their delivery to program beneficiaries. 
These partnerships Include lenders. Realtors, homebuilders, property developers, community action 
agencies. regional councils, apartment owners, non•proflt organizations, other state and federal 
agencies. Funding of HFA programs Is derived primarily from two general sources: 1) revenue bonds 
and 2) federal funds. Total bonds Issued to date are $2,416,774,741. Provisions are Included for the 
associated administrative costs or administrative fees are assessed participants as appropriate. The 
assets, llabllltles, and revenues resulting from bond issues of the HFA are not appropriated as they are 
not public funds and are held In trust by various bond trustees. The November 30, 2002 assets of these 
various bond funds were approximately $763.00,000, HFA administrative costs of these bond financed 
programs (Included herein) are accrued on a monthly basis and received from the Trustees. The HFA's 
largest sinqllj program, commonly referred to as the flrsMlme homebuyer program, ·since Its Inception 
has funu ,J appro>dmately $1.3-bllllon In loans representing over 24,100 homeowners. At present, over 
11,200 loans remain outstanding with over $61 fi,000,000 In prlnclpal balance. 

Annual new loan production Is presently projected at approximately 1,100 loans represenUng 
$80,000,000 of loan principal. During the past five fiscal years, the average first-time homebuyer loan 
demand has approximated 1,500 loans per year representing approximately $93,000,000. As a result of 
the dramatlo reduction In the general Interest rate environment In recent months, our program loan 
demand has been reduced. However, f do anticipate that loan demand will return to normal levels wh,~n 
various Interest rate Indexes resume their more traditional patterns, The loan program Is funded through 
the issuance of Mortgage Revenue Bonds. The Interest we pay bond Investors Is exempt from both 
federal and ~tate Income tax, The Investors require a lower interest rate which Is passed on to the 
benefit of our borrowers. We try to maintain a minimum of ½ of 1 % rate below the conventional Interest 
rate markets, Through the use of unique bond structuring, we have developed a means of offering 
reduced Interest rate lending programs. These Innovative bond structures have enabled Interest rate 
reductions during general Interest rate market fluctuations, funding for the zero Interest rate Start 
downpayment assistance program, a zero Interest rate funding for Habitat for Humanity home loans, 
reduced lnter~t;t rate programs for t:--irgeted lower Income borrowers, and a special disaster recovery 
program following the 1997 Red River Valley flood. 
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The HFA and the Industrial Commission recently announced the "t!,D Roots" pr%fam, lnltlally this Is a 
$3,000,000 pHot homeownership finance program designed to be a fool to help a rac'T new and former 
residents to North Dakota who are employed with primary sector businesses. We are working with the 
Department of Commerce to market the program to these employers utHlzlng our existing network of 
participating lenders, Realtors, and others associated with the homeownership finance Industry, We 
recognize the state has experienced population out-migration during recent years and presently has a 
high employment ratio resulting In a shortaga of skilled workers. This Initiative Is In the form of an 
Incentive to help purchase a home In North Dakota. The Incentive Is either an Interest rate reduction on 
a first mortgage or downpayment assistance In the form of a second mortgage equal to the present 
value equivalent of such reduction. The applicant's household Income may not exceed 140% of either 
the county or statewide median Incomes and must meet normal credit undetwrltlng standards. Program 
details, marketing material, and participation mechanics are being developed and will be disseminated 
as soon as possible, It Is anticipated that these borrowers will be inellglble for the HFA1s first-time 
homebuyer program (le. former homeowners). Thus, the program will be funded from HFA sources 
other than tax-exempt bonds, such as recycled loan repayments of taxable debt Issuance. 

Several years ago, the HFA adopted a policy which requires HFA single family loans to be serviced by 
In-state mortgage loan servlcers. This pollcy was: 1) adopted In response to dlfflcultles our borrowers 
were having with servlcers located out of state, 2) has resulted In better and more localized service to 
out borrowers, and 3) has Improved the credit quality of the loan portfolio, Currently, the HFA services 
3/4ths (10,700) of the total single family portfolio. This has doubled from 1998 and Is expected to 
continue to grow In the future. 

,'~ The HFA administers the Low Income Housing Tax Credit created by the U.S. Congress In 1986 which 
1 ) Is an Incentive for the development of rental housing for low Income occupants and currently Is the only 

•,... vlable production program available for the creation of affordable rental housing. Through a competitive 
process, the HFA allocates the annual tax credit authority to project applicants and Is required to perform 
compliance monitoring regarding program requirements for the total compliance period which extends 
out to 30 years. To date, nearly 4,000 units have been developed or are being developed utlllzlng the 
tax credit. The redevelopment of part of the Grafton complex to senior citizen apartments (VIiia de 
Remer) Is an example of tax credit utlllzatlon. Three North Dakota lndlan Reservations have projects 
utlllzlng the tax credits. 

The HFA's largest appropriated funds activity Involves the administration of federally funded U.S. 
Department of Housing & Urban Development (HUD) housing programs. Total disbursements for grants 
Is projected at $27,168,380 of which $25,225,520 Is for rental assistance for the benefit of over 4,000 
very low Income tenants In over 180 projects located throughout the state which were orlglnally 
developed through the HUD Section 8 New Construction/Substantial Rehabllltatlon or Moderate 
Rehabllltatlon Programs. These properties were developed and owned by the private sector or non .. 
profit organizations beginning In the late 1970's and earlv 19801s. $1,182,860 Is projected for the HFA's 
DOA and HARP Programs (see Program Summary Information) from HUD HOME or recycled program 
funds. $510,000 In appropriated grant funds are budgeted for the HFA's Helping HAND and Homebuyer 
Education Programs (HomeSmart) funded from HFA net operating revenues, The HFA has been 
Instrumental In obtaining grant funds to facllltate a Homebuyer Education Task Force In establishing 
homebuyer education programs across the state, prlmarlly through community action agencies, Helping 
HAND grants are awarded to Habitat for Humanity chapters, community action agencies, and tribal 
govemments to address local urimet low Income housing needs. 
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1 " The federal Low Income Housing Tax Credit program administered by the HFA Is designed to attract 
equity Investments by corporations through the sale (syndication) of the federal tax credits. Tax credit 
syndloators Increasingly tend to focus on larger site projects of 50 units or more. This effeotlvely 
excludes potential smaller projects In rural North Dakota from being abte to access the equity capital 
needed to develop these housing projects. Moreover, It effectively excludes small developers and local 
non-profit organizations from developing the expertise to use this type of financing. Many state housing 
agencies have helped develop (and provided .. seed" money for) state or local equity funds to address 
these problems (there are over 20 In existence Including Nebraska, Iowa, and Kansas), These funds 
are Investment vehicles that focus on smaller projects only In the state or local area and tend to work 
with smaller lnt.xperlenced developers. North Dakota Is too small to support such a fund by Itself. 
Discussions with Wyoming and Montana have been ongoing since the 2002 Statewide Housing 
Conference regarding the potential development of a multi-state equity fund. This past November, the 
HFA and Industrial Commission committed $300,000 over a four-year period ($200,000 Is being Included 
In this biennium) In addition to similar amounts committed by the Montana Board of Housing and the 
Wyoming Community Development Authority to cover the administrative and organizational costs of a 
regional equity fund to serve the three-state area. The equity fund will enter Into a loan agreement with 
each of the three state HFA's covering the full amount of our commitment. Repayment of the advance 
will be dependent upon the equity fund achieving flnanclal self-sufficiency. Thus, we have opted to 
categorize the transaction as a grant as repayment Is not able to be specifically scheduled. 

As part of the HFA mission to make housing more affordable for North Dakota's low and moderate 
Income residents, the HFA has devoted staff resources and time In addressing the housing needs of our 
Native American Reservations. These efforts have been met with varying degrees of success. The 

1
~ HFA recently Joined with USDA Rural Development and FannleMae In committing to assist the Lewis & 

1 Clark CommunltyWorks with costs assocJated with employing an lndlvldual entirely committed to assist 
.__ lndMduals on our Reservations to achieve homeownership by working with thP. tribal housing authorities, 

tribes, lending Institutions, and others Involved In the myriad of complexltles Involving Reservation real 
estate. We have Included $50,000 In our grants llne Item for this purpose. 

Since the Inception of the Housing Finance Agency. the HFA and Industrial Commission have frequently 
relied :,n Section 2 of the Appropriations em, which appropriates any addltlonal or unanticipated funds, 
which may become avallable to the HFA during the biennium. 

Section 6 of the blll provides a transfer of $57,760 during the biennium from the Housing Finance 
Agenoy to the Industrial Commission for •he purpose of defraying Industrial Commission administrative 
costs. 

The Agency's workload continues to l~1crease as a result of continued program and portfolio growth. We 
are constantly searching for ways of Improving our operating efficiencies in being able to do more with 
less. We frequently Implement new procedures or technole)QY in efforts to streamline HFA operations. 
Some of the Increased workload continues to be addressed by overtime, temporary employees or 
contract labor. This HB 1015 contains an Increase of five FTE whloh will alleviate the current overtime 
and temporary labor arrangements and provide the HFA with the additional staff needed to address 
continued program growth. The HFA has established a pattern of employing additional personnel only 
to the extent that staffing Is needed to fulfill our responslbllltles under administrative contracts and/or our 
bond resolutions. The addltlonal FTE's would be utilized as follows: 
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1) Replace one temporary staff person In the Multifamily Division for HUD claims processing 

and a new regulatory requirement regarding applicant screening for drug abuse and other 
orimlnal activity. 

2) Housing Ta>< Credit Development support - this portfollo continues to grow on an annual 
basis, This position would assist project appllcatlon processing and project compllance 
monitoring. 

3) Information Technology Coordinator - the HFA Is required to utltlze the ITD network and Is 
becoming more Involved with the North Dakota IT Enterprise Architecture Project. The state 
and ITD have also embarked on a massive project called (ERP) which will require additional 
HFA Involvement. 

4) Loan servicing - It Is projected that the portfolio will hEI ve Increased In size so as to require 
additional FTE effective January 2004. 

5) Account Budget Specialist- overall general Increase In program activity, quality control, and 
audit requirements are a'ntlcipated to have expandod such that effective July of 2004, one 
additional FTE will be required In the accounting area. 

I must emphasize the Housing Finance Agency Is not a state General Fund agency. The HFA operates 
very efficiently solely on the revenues generated from the administration of the various housing 
programs. We don't hire until needed; but need flexlblllty. The HFA operates slmllar to a profit .. 
motivated business fn order to produce net revenues and to fund the credit requirements of our financing 
programs. HFA financial reserves are utilized to provide a credit enhancement to the bond Issues which 
fund the HFA's lending programs. Immediately following the 1997 flood, our Moody's Aa3 bond rating 

0 was threatened. However, Moody's removed the HFA's bonds f~ their credit watch list as a result of ( J negotiations and speclallzed reporting procedures. Early In 2002\Moody's upgraded our bond rating to 
·, Aa2 and provided an 11lssuer" ratin9 of A2) 

Recently the HFA conducted a Strategic Planning Session which approximately 30 housing 
professionals from across North Dakota participated In an effort to Identify the major objectives and 
priorities for the HFA's near future .. The product of that two-day session Is being finalized for 
consideration by the HFA Advisory Board and Industrial Commission In the very near future. 

The slx .. member HFA Advisory Board, comprised of housing Industry representatives, meets monthly 
and provides Invaluable Information and recommendations for the Agency and Industrial Commission 
regarding HFA programming. 

In summary, the HFA Is North Dakota's housing finance agency providing resldentlal real estate 
financing and housing assistance to literally thousands of North Dakotans with our local partners solely 
through Special Funds and at r,o cost to the state's General Fund. 
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HB 1015 

North Dakotd 

Housing Finance Agency 

PO Box 1535 • Bismarck, ND 58502-1535 

North Dakota Hou•lng Finance Agency 
Dlvl•lon of the State Industrial Commission 
Budget No. 473.0 
Te1tlmony of Pat 8. Fricke, Executive Director 
Senate Appropriations Committee 

INOUSTRIAl. COMMISSION 
JOHN Hofivt!N, GOvt!RNOH 

WAVNE STCNEHJEM, ATTORNEY GliNERAL 
ROOfR JOHNSON, AGRICUl TURE COMMISSIONf.R 

PAT 8, FRICKE!, El<ECUTIVB DIRECTOR 

March 7. 2003 

Budget 473.0 of HB 1015 Section 1. Subdivision 5 covers the revenues associated with the various 
housing programs administered by the Housing Finance Agency (HFA) solely through Special Funcfs. 
The HFA has not utilized state General Funds of any type since Its 1980 creation by Initiated measure. 
The $33,618,207 House approved total e><pendlture for the 2003-05 biennium represents a 16.7% 
decrease from the last appropriation. Nearty all of the decrease Is federal rental assistance funds. HFA 
staffing Is approved at 43, an Increase of 5 FTE, 

Current housing programs of the HFA are briefly described In the attached program summary. Nearly all 
of HFA programs Involve partnerships With other entitles In their delivery to program benefleta,ies. 
These partnerships Include lenders, Realtors, homebuilders, property developers, community action 
agencies. reglonal councils. apartment owners, non .. proflt organl:tatlons, other state and federal 
agencies. Funding of HFA programs I~ derived primarily from two general sources: 1) revenue bonds 
and 2) federal funds. Total bonds lssu~ to date are $2,416,774,741. Provisions are Included for the 
associated administrative costs or administrative fees are assessed partlclpants as appropriate. The 
assets. llablllties, and revenues resulting from bond Issues of the HFA are not appropriated as they are 
not public funds and are held In trust by various bond trustees. The January 31, 2003 -;sets of these 
various bond funds were approximately $714,000,000 of HFA total assets of $750-mlllion. HFA 
administrative costs of these bond financed programs (Included herein) are accrued on a monthly basis 
and received from the Trustees. The HFA's largest single program, commorlly referred to as the first .. 
time homebuyer program, since Its Inception has funded approxlmatety $1.3•bllllon In loans representing. 
over 24,300 homeowners. At present, over 11,000 loans remain outstanding with over $600,000,000 In 
princlpal balance. 

FY 2003 new loan production Is presently projected at approximately 11 150 loans representing 
$80,000,000 of loan prlnolpal. During the past five fiscal years, the average first-time homebuyer loan 
demand has approximated 1,500 loans per year representing approxf mately $93,000,000. As a result of 
the dramatic reduction In the general Interest rate environment In recent months, our program loan 
demand has been reduced. However, I do anticipate that loan demand will retum to normal levels when 

, various Interest rate Indexes resume more traditional patterns. The loan program Is funded through the 
Issuance of Mortgage Revenue Bonds. The Interest we pay bond Investors Is exempt from both federal 
and state Income tax. The Investors require a lower Interest rate which Is passed on to the benefit of our 
borrowers. We try to maintain a minimum of ½ of 1 % rate below the conventional Interest rate markets. 
Through the use of unique bond structuring, we have developed a means of offering reduced Interest 
rate lending programs. These Innovative bond structures have enabled Interest rate reductions during 
general Interest rate market fluctuations, funding for the low Interest rate Start downpayment assistance 
program, a zero Interest rate funding for Habitat for Humanity home loans, reduced Interest rate 
programs for targeted lower Income borrowers, and a special disaster recovery program following the 
1997 Red River Valley flood, 
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The HFA and the Industrial Commission recently announced the "ND Roots" program. Initially this Is a 
$3,000,000 pllot homeownership finance program designed to be a tool to help attract new and former 
residents to North Dakota who are employed with primary seotor businesses. We are working with the 
Department of Commerce to market the program to these employe1 s utlllzlng our existing network of 
participating lenders, Realtors, and others associated with the homeownership finance Industry. We 
recognize the state has experienced population out-migration during recent years and presently has a 
high employment ratio resulting In a shortage of skilled workers. This Initiative Is In the form of an 
Incentive to help purchase a home In North Dakota. The Incentive Is either an Interest rate reduction on 
a first mortgage or downpayment assistance In the form of a second mortgage equal to the present 
value equivalent of such reduction. The applicant's household Income may not exceed 1400/o of either 
the county or statewtde median Incomes and must meet normal credit underwriting standards. Program 
details, marketing material, and participation mechanics are being developed and wtll be disseminated 
as soon as possible, It Is anticipated that these borrowers wilf be lnellglble for the HFA's first-time 
homebuyer program (le, former homeowners). Thus, the program wlll be funded from HFA sources 
other than tax-e><empt bonds, such as recycled loan repayments of taxable debt Issuance. 

Several years ago, the HFA adopted a poHcy which requires HFA single family loans to be serviced by 
In-state mortgage loan servicers. This policy was: 1) adopted In response to difficulties our borrowers 
were having With servicers located out of state, 2) has resulted In better and more localized service to 
our borrowers. and 3) has Improved the credit quality of the loan portfolio. Currently, the HFA services 
3/4ths (10,700) of the total single family portfolio. This has doubled from 1998 and Is e><pected to 
continue to grow In the future. 

The HFA administers the Low Income Housing Tax Credit created by the U.S. Congress In 1986 which 
Is an Incentive for the development of rental housing for low Income occupants and currently Is the only 
viable production program available for the creation of affordable rental housing. Through a competitive 
process, the HFA allocates the annual tax credit authority to project applicants and Is required to perform 
compliance monitoring regarding program requirements for the total compliance period which extends 
out to 30 years. To date, near1y 4,000 units have been developed or are being developed utlllzlng the 
tax credit. The redevelopment of part of the Grafton complex to senior cltlien apartments (VIiia de 
Remer) Is an example of tax credit utlllzatlon. Three North Dakota Indian Reservations have projects 
utlllzf ng the tax credits. 

The HFA1s largest appropriated funds activity Involves the administration of federally funded U.S. 
Department of Housing & Urban Development (HUD) housing programs. Total disbursements for grants 
fs projected at $27,168,380 of which $25,225,520 ls for rental assistance for the benefit of over 4,000 
very low Income tenants In over 180 projects loooted throughout the state which were originally 
developed through the HUD Section 8 New Constructfon/Substantlal Rehabilitation or Moderate 
Rehabilitation Programs. 1·hese properties were developed and owned by the private sector or non
profit organizations In the late 1970's and early 1980's. $1,182,860 Is projected for the HFA's DCA and 
HARP Programs (see Program Summary Information) from HUD HOME or recycled program funds. 
$510,000 fn appropriated grant funds are budgeted for the HFA's Helping HAND and Homebuyer 
Education Programs (HomeSmart) funded from HFA net operating revenues. The HFA has been 
instrumental In obtaining grant funds to facllltate a Homebuyer Education Task Force In establishing 
homebuyer education programs across the state, primarily through community action agencies. Helping 
HAND grants are awarded to Habitat for Humanity chapters, community action agencies, and tribal 
governments to address local unmet tow Income housing needs. 
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; \ The federal Low Income Housing Tax Credit program administered by the HFA Is designed to attract 

equity Investments by corporatJons through the sate (syndication) of the federal tax credits. Tax credit 
syndlcatora Increasingly tend to focus on larger size projects of 50 units or more. This effectively 
excludes potentJal smaller projects In rural North Dakota from being able to access the equity capita! 
needed to develop these housing projects. Moreover, It effectively excludes small developers and looal 
non-profit organizations from acquiring the expertise to use this type of financing. Many state housing 
agencies have helped develop (and provided 11seed" money for) state or local equity funds to address 
these problems (there are over 20 In e>dstence Including Nebraska, Iowa, and Kansas). These funds 
are Investment vehlaes that focus on smaller projects only In the state or local area and tend to work 
with smaller Inexperienced developers, North Dakota Is too small to support such a fund by Itself. 
Discussions with Wyoming and Montana have been ongoing since the 2002 Statewide Housing 
Conference regarding the potential development of a multi-state equity fund. This past November, the 
HFA and Industrial Commission committed $300,000 over a four-year period ($200,000 Is being Included 
In this biennium) In addition to slmllar amounts committed by the Montana Board of Housing and the 
Wyoming Community Development Authority to cover the administrative and organlzatlonal costs of a 
regional equity fund to serve the three-state area. The equity fund will enter Into a loan agreement with 
each of the three state HFA•s covering the full amount of our commitment. Repayment of the advance 
wHI be dependent upon the equity fund achieving financial self-sufflclency. Thus, we have opted to 
categorize the transaction as a grant as repayment Is not able to be specifically scheduled. 

Aa part of the HFA mission to make housing more affordable for North Dakota•s low and moderate 
income residents, the HFA has devoted staff resources and time In addressing the housing needs of our 

~ Native American Reservations. These efforts have been met with varying degrees of success. The 
1 , HFA recently joined with USDA Rural Development and FannleMae In committing to assist the Lewis & 
f J Clark CommunltyWorks with costs associated with employlng an individual entirely committed to assist 
,, lndlvfduals on our Reservations to achieve homeownership by working with the tribal housing authorlties, 

tribes, lending Institutions, and others Involved In the myriad of complexltles Involving Reservation real 
estate. We have Included $50,000 In our grants llne Item for this purpose. 

.,, 

Since the Inception of the Housing Finance Agency, the HFA and Industrial Commission have frequently 
relled on Section 2 of the Appropriations BIii, which appropriates any additional or unanticipated funds, 
which may become available to the HFA during the biennium. 

SectJon 6 of the bill provides a transfer of $57,760 during the biennium from the Housing Finance 
Agency to the Industrial Commission for the purpose of defraying Industrial Commission administrative 
costs. 

The Agency's workload continues to Increase as a result of continued program and portfollo growth. We 
are constantly searching for ways of Improving our operating efficiencies In being able to do more with 
less. We frequently Implement new procedures or technology In efforts to streamline HFA operations. 
Some of the Increased workload continues to be addressed by overtime, temporary employees or 
contract labor. We presently have no unfilled FTE's. This HB 1015 contains an Increase of flva FTE 
which will alleviate the current overtime and temporary labor arrangements and provide the HFA with the 
additional staff needed to address continued program growth. The HFA has established a pattern of 
employf ng addltlonal personnel only to the extent that staffing Is needed to fulfill our responslbllltles 
under administrative contracts and/or our bond resolutions. The addltlonal FTE's would be utilized as 
follows: 
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1) Replace one temporary staff person In the Multlfamlly Division for HUD claims processing 
and a now regulatory requirement regarding applicant screening for drug abuse and other 
crimlnal activity. 

2) Housing Ta>< Credit Development support - this portfolio continues to grow on an annual 
basis. This position would assist project appllcatlon processing and project compliance 
monitoring. 

3) Information Technology Coordinator-the HFA Is required to utlllze the ITD network and Is 
becoming more Involved with the North Dakota IT Enterprise Architecture Project. The state 
end ITD have also embarked on a massive project called (ERP) which will require additional 
HFA lnvolVement. 

4) Loan servicing - It Is projected that the portfolio will have Increased In size so as to require 
additional FTE effective January 2004. 

5) Account Budget Speclallst- overall general Increase In program activity, quality control, and 
audit requirements are antlapated to have expanded such that effective July of 2004, one 
addltk>nat FTE wllf be required In the accounting area. 

I must emphasize the Housing Finance Agency Is not a state General Fund agency. The HFA operates 
very efficiently solely on the revenues generated from the administration of the various housing 
programs. We don't hire until needed, but need fle><JbUlty. The HFA operates similar to a profit
motivated business In order to produce net revenues and to fund the credit requirements of our financing 
programs. HFA flnanclat reserves are utltlzed to provide a credit enhancement to the bond Issues which 
fund the HFA's lendlng programs. Immediately following the 1997 flood, our Moody's Aa3 bond rating 

/"'"""\ waa threatened. However, Moody's removed the HFA's bonds from their credit watch Hat as a result of 
1 

, negotiations and speclallzed reporting prooedures. Earty In 2002, Moody's upgraded our bond rating to 
(:_) Aa2 and provided an 11lssuer" rating of A2.. 

Recently the Hf.!A conducted a Strategic Planning Session which approximately 30 housing 
professionals from across North Dakota participated in an effort to Identify the major objectives and 
priorities for the HFA's near future. The product of that two-day session Is being finalized for 
consideration by the HFA Advisory Board and Industrial Commission In the very near future. 

The six-member HFA Advisory Board, comprised of housing Industry representatives, meets monthly 
and provides Invaluable Information and recommendations for the Agency and Industrial Commission 
regarding HFA programming. 

In summary, the HFA Is North Dakota's housing finance agency providing residential real estate 
financing and housing assistance to literally thousands of North Dakotans with our local partners solely 
through Special Funds and at no cost to the state's General Fund. 
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1500 east capitol Ave 
f'O Box 1535 

Bismarck, NI> SASO:>. 
www.ndhfa.ot!) 

Phone: 701•328-8080 
Fa)(! 701·328·8090 

ND Toll Free: 
800·l92·8621 

800·366-6888 (TTY) 

06/02 

HOMEOWNERSHIP PROGRAMS 

HOME MORTGAGE FINANCE PROGRAM (HMFP) 
Co1111110111y knowtl as the First•Tlme Homcbuyer flrogrtim, this prooram provldcu low internst ruto mortgage'> for 

North Onk.ot.l l\0111ebuyers. ParHclpaUng North Dakota lenders or19111ato the loans and sell th(lln to NDHFA. ihu lo~111s 
ate ~1thm sc1vir:ed by the parUclpallng lender or NOlifA. To quallfy, apµllcants mui;t not have owned <1 Mme In the 
µast tlmm y~arn; meet Income limits, which vaty bnsetl on county and famUy slle; meet normal c:1cdit underwriting 
standards; und Intend to occur,·( the property as their principal residence. The purchase prlca of lhe property must be 
within program limits, 

HOMEKEV PROGRAM 
HomeKey provides a one percent reduction of the Home Mortgage Finance Pr'Ogram (HMFP) loan Interest rate 

during the nrst three years of the mortgage loan, HomeKey Is llmited to HMFP bon'oWers with household ltlCOn'le at SO 
percent <>r less of the appllcable HMFP Income limit. Borrowers cannot have cash assets exceed,ng 10 percent of the 
purchase price. The purpose of the ptogram Is to enhance the purchasing power of lower-Income households ttYough 
reduced Interest costs with an ultimate goal of e~ndlng such households' participation In the HMfr, 

RURAL REAL ESTATE MORTGAGE PROGRAM (RREM) 
RREM IS a secondary market for certain mortgage loans, other than those etlglble for the HMFP, sect.Ired by 

residential real estate located In North Dakota and originated by North Dakota lenders. Eligible loans 1ndude the RHS 
Section 502 Guarantf!ed Loans and Direct Leveraged loans, as wetl as, the HUD Section 184 Indian Home Loan 

, Guarantee Ptogram. ln some Instances, Income and purchase pnce limits apply and, In all cases, the property must be 
owner-occupied. RREM loans are purchased from participating lenders and are sold to Fannie Mae. 

DOWNPAYMENT AND 0.0SING COSTS ASSISTANCE PROGRAM (DCA) 
OCA provides a zero Interest rate deferred payment loan up to $2,0SO to assist nrst-tlme homnoove,s with 

downpayment and dosing costs. Applicants must be receiving a single farnlly mortgage loan from NDHFA; have an 
annual Income of 80 percent or less of the nledlan Income (adjUsted for family size) for the county In which the 
property Is located; and cannot have cash assets exceeding 10 percent of the purchase pnce of the home, The 
porch- price of the home cannot exceed the limits In effect at the time of pttthase. 

START PROGRAM 
lM Start Program provides first-time hOmebuyers With down payment assistanal through a 10-year seoond 

mortgage loan at an Interest rate of foot percent per annum. The minimum loan amount Is $1,000 and the ma>dmum 
loan amount Is the lesser of three percent of the purchase price Of' $3,000. Aj:)pllcants must be receiving a Home 
Mortgage Finance Prograrrt (HMFP) loan. Jn addition to meeting the f ncMie and purchase prke llmlts of the HMFP, 
borrowers cannot haw cash assets exceeding 10 percent of the purchase price, 

HOMEWORK PROGRAM 
The HomeWorl< PrOgram Is a downpayment and dosing cost assistance program provided to the emplcyees of a 

participating employer In partnership with the North Dakota Housing .,nance Agency (NOHFA), A.sslstMce Is In the 
form of a five year second mortgage loan at an Interest rate of two percent per annum. The minimum loan 2moont Is 
$11000 and maximum loan amount Is $5,000. lhe asslstanc:e levels are established by the participating employers, 

HOMl:SMART PROGRAM 
HomeSmatt Is a homebuyer education lnc:entlve program which helps first-time homebuyers prepare for home 

OWl'lershlp. NOHFA borrowers, who have successfully completed an NDHFA approved homebuyer education program, 
receive a $100 grant tf they purchase a home with an NDHFA loan within 12 months of cornpletlng the course 

HOMEOWNER!.HJP ACQUISMON ANO Rl:HABXLirATlON PROGRAM (HAAP) 
HARP Is a cooperative p(()gram between NDHFA and the North Dakota Community Action Agcricles. The agencies 

purchase and rehabllltate homes for resale to low Income households. The goals are to lnCJ ease homeownership 
opportunities for low-Income households, provide educatlor and counseling to prepare them for homeownership and 
Improve neighborhoods by rehabllltallng distressed properties. 

COMMUNITYPARTNERS PROGRAM 
CommunltyPartners Is a program to help local communities create new slngle-famlly homes or rehabilitate e>1lstlng 

homes for households with lower Incomes. A two nercent reduction or- H,e Interest rate Is offered for the nrst seven 
year:; of the mortgage and a one percent reduction (,-,r the next three , J(S, 

HABITAT FOR HUMANITY LOAN PURCHASE PROGRAM 
The program creates a unique partnership wl111reby the Habitat for Humanity affiliate builds a1'd sells a home to a 

selected family, a private lender finances the purchase of the home with a zero Interest loan and NOHFA purchases the 
loan from tl1e lender. TI1e transaction provld,.,5 lhe local Habitat affll!ate with Immediate return of the dollars Invested 
In constructing the home, which can be Immediately committed to bulldlng another home. The Habitat loans are 
serviced by NDHrA. 

APPLICATION PROCESSING SERVICE (APS) (for lenders) 
NDHFA provides appllcatlon processing, loan u11dcrwritlng1 closing document r.,rel)uratlon, loa" dosing 

disbursement, ,md flnal packaging and delivery scl\llr11t; to Inexperienced participating lenders. 
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1500 East Capitol Ave 
PO Box 1535 

Bismarck, ND 58502 
www ,ndhfa.org 

Phone: 701-328·8080 
fal<: 701 ·328·8090 

ND Toll Frea: 
800·292-8621 

800·366·6888 (ffi) 

RENTAL PROGRAMS 

LOW INCOME HOUSING TAX CREDITS (Housing Credits) 
The lctw Income How;lng rax Crcdll pmgrnm provides incentives for the prod1u.tiun rn1d rehabilitation of 

affordable rental housing, 'fh1s 11ronra11111llows owners who Invest ,n low•lncomo how,1119 and accept Income ancJ 
rental restrictions to receive federal tax credits, Under this program, owners or 1ow-i11eo111e housing are entitled to 
receive an annual tax cri?dlt for up to 1 o years based on various requiremenl,; such ;1s the amount of capital Invested 
<1nd the level of commitment to iow·lncome tenancy, Jn exchnnge for housing credits, owners must agree to rent the 
units to households whose Incomes, based on HUD-published median Income lhnlt.s, qualify them as low-lncomE:, The 
housing Ct'edlt program Is designed to compensate the property owner for charging rents that ate generally lower 
than would be feasible without the credits. 

MODERATE REHA81UTATJON PROGRAM (Mod Rehab) 
The HUD section 8 Moderate RehablUtatlon Program was designed for the renovation of e>dstlng substandard 

hoUslng units; and It enables North Oakota's low Income households to afford safe and decent housing through the 
use of rent subsidies, NOHFA1s primary role Is determining applcant ellglbllltv and regulatory oversight cA these low
Income multifamily projects along with the distribution of HUD rental assistance funds, 

CONTRACT ADMINISl'RATJON 
NOHFA administers contracts for HUD project-based s«tlon 8 housing developments located throughout Notth 

Dakota. Construction of these developments was completed In the late 19701s and early 1980's. NOHFA's primary role 
IS the regulatory oversight of these low-Income multlfaml,V projects and the distribution of HUD rental assiStance 
funds, 

MARK-to-MARICET RESTRUCTORlHG PROGRAM 
The Mark-to-Market program objectives are to restructure the debt and HUD rental assistance of certain 

mtitlfamllV propertfes Insured by FHA with three basic goals: 1) SOclai - to preserve the affordabte housing stock; 
2) Economic - to reduce the cost of sectJon 8 subskUes and minimize FHA dalms; and 3) MrrnnlstratlVe ... to 
Increase operating efficiency and ensure competent maMQement With oversight delegated to a national network of 
decentrallled Participating AdmlnlstratNe Entitles (PAE). NDHFA Is the PAE for North Dakota, 

AFFORDA8U HOUSING DlSPOSMON PROGRAM (MfDP) 1 
NDHFA has agreed to monitor the ~esolutfon rrust COl'poratlon (Ric) properties sold under thelr Aff'ordable 

Housing Disposition Program (AHOP) In North Dakota. Ul'ld4!r the AHDP; the buyers of RTC properties agree to meet ( 
the aftordablllty guideline established by the program which were designed to iJSSUre the property s«ws famllles In 
need of atf'ordable housing, 

NDHFA ,;erves as the dearlnghouse and technical assistance advisor to disseminate lnformaUon about properties 
available 111 North Dakota. NDHFA also does compliance monitoring of propertiP.S sold with deed restrictions that must 
be !Mlntafned as affordable housing 

GRANT PROGRAMS 

HELPING HOUSING ACROSS NOR'fH DAKOTA (Helping HANO) 
This grant program provides local Habitat for Humanity chapters, tribal governments, and community Action 

Agencies with a sour<:e of funds to assist In addressing critical housing needs of low-Income lndlvlduals. Selection 
aiteria Is reviewed and updated annually. 

RENTAL REHADILITATlON ASSlSTANCE PROGRAM (RRAP) 
This grant pt'ogram provides funds for property improvements to rental units that address the needs of people who 

have physical dlsabllltles. Preference Is given to rental housing organizations that addr~s tM physical requirements of 
Section 504 of the Rehabilitation Act of 1973, with Improvements that benelll 11. -ilvldual~ participating In the North 
Dakota Department of Human Services Developmental Disabilities or Vocational Rei. 1b1lltatlon Division programs and 
have a dollar-for-dollar match. Non-prom organltatloris have priority over for•profit organizations. 

AU grant funds must be used to provide decent, safe and sanitary rentr1I housing for very low•lncome resldwits, 

NORTH DAKOTA HOUSING FINANCE AGENCY 
'!'he North Dakota Housing rlnonco Agency (NDHFA) Is a public financial institution dedicated lo making housing 

affordable for North Dakota's tljnltJanls. 
B~ providing financing, management. informalion, and other app,oprlale assistance, NDHf:'A facUltates affordablEJ 

mortgage financing and assures tho ctmtlt,uod availablUty of low-Income rental 11ousing. 
No state general funds Mo used 111 NDHr-A prograrns, and the agency adheres lo private secto, busjness 

management practices. The lt1dut11r1n1 Commission of North Dakota, consisllnti of tho Governor, Attorney General and ( 
Ayr1culture Cornmlssloner, overi,oon t11u auoucy with advice from a sl)(,membe, c1tilo11 advisory board. 
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Housing Finance Agency 

PO Box 1636 • Bismarck, ND 58602-1635 

February 4. 2003 

Senator Bob Stenehjem 
Senate Majority Leader 
State of North Dakota 
600 East Boulevard Ave. 
Bismarck. ND 58505 

Dear Senator Stenehjem and Representative Berg: 

Representative Rick Berg 
House Majority Leader 
State of North Dakota 
600 East Boulevard Ave. 
Bismarck. ND 58505 

INDU.TRIAL COMMISSION 
JOHN HoaveH, GOVl!fi/lOR 

WA\'fiS. STliN!HJeM, ATiORNEV GeNl!RAl 
ROOS.R JOHNSON, AORICUUURI. COMMISSIONl!.R 

PATS. FRICt<S, EX!CUTIVI DIRECTOR 

In your response to your request for assistance In making the most effdctlve allocation of taxpayer dollars to 
address state priorities. I am submitting the following: 

1. What Is the main purpose of your agency? 

The North DakotE1 Housing Finance A~ency's mission ls: "to hiake housing more affordable for North Dakota's 
low and moderate income residents by providing.financing, management. Information, and other appropriate 
asslstance.H .... _ · >. i': .· 

The NDHFA delivers various programs In fulfillment of this mb.slon such as: homeownership finance 
opportunities at below market lntereet rates and/or speclollzed programs at llttle or no cost to consumer, 
administration of federal income tmt Incentive for development of rental housing for lower Income tenants. and 
administration of federal assistance to rental properties occupied by low Income tenants. 

'•--; 

2. How do you measure the achlev~:ment of your purpose? 

Achlevemeryt Is measured by_ compe,rl~on to prior actlvlty1 ext~rnal and Internal rep,ortlrig to oJr, citizen advisory 
board and the Industrial Co.mmls~lon, and an annual report that Is available to Investors .~nd the publlc-at-large. 
The FHA and HUD, ahd lndependentflnanclal a('ld Information technology entitles also audit our program 
operations. Each ~1leonlum 1,the legislative appropriations budget contains statements of mission, purpose, and 
accomplishment,.., In addition to prior budget performance and projections. The HFA utlllzes a strategic planning 
process and periodically reports to our citizen advisory board and Industrial Commission. 

3. W,.hat can the legislature do, flnanclally and othe,wlse, to ht1lp you achieve your purpos@? 

The Legislature has been responsive to prior legislative requests for program modlflcatlo,, or expansion In 
response to needs identified by our citizen advisory board, constituents, or housing partners. At this tlme1 the HFA 
has not requested any specific legislative Initiatives. Flnanclally, the HFA has been ablG iO operate solely on 
revenues generated frotn program operations and has never relied upon any State general funds. All HFA assets 
are encumbered as our bonds outstanding and other debt are general llabllltles of the HFA. 

4. How can you report lm~asura your result§ so the public <.:an easily understand your purpose and eyaluate your 
effectiveness? 

lnform0tlon is shared with the public through an annual report, pra&s releases. newsletters. website, education 
courses and our annual housing conference. 
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Information on 
The North Dakota Student Loan Trust 

Background 
In 1971 the Legislature authorized the Industrial Commission to 11acqulre and 
hold In one or more trusts [1) all unpaid United States government guaranteed 
or relnsured student loans and [2] North Dakota guaranteed student loans, 
belonging to the state of North Dakota or to any of Its agencies ... " (NDCC 54-
17-24. See also NDCC 54-17-25}. The creation of the North Dakota Student 
Loan Trust enabled the State of North Dakota to obtain low cost funds (through 
the sale of tax-exempt bondsj and use those funds for purchasing student 
loans originated or acquired by the Bank of North Dakota. Since 1971 the 
Industrial Commission has Issued over $900,0001000 In student loan bonds. The 
Student Loan Trust had just over $125,75 LOOO In bonds outstanding as of 
September 301 2002. 

structure of the Trust 
The Student loan Trust Is composed of funds held under two General Bond 
Resolutions. These General Bond Resolutions determine the use and flow of 
funds within the Student Loan Trust. 

The First General Bond Resolution ( 1979) Includes funds from the 1979, 1988, 
1989 and 1992 student loan bond Issues. The following Is a chart showing the 
assets and liabilities held under the First General Bond Resolutlon as of 
September 30, 2002 (unaudited): 

1979 1988 1989 1992 Total 
Assets 3,576,727 27,314,915 24,049,376 10,398,399 65,339,417 
Bonds Outstanding 2 
09/30/02 0 0 3,887, l 15 0 3,887,115 
Other Liabilities 0 9,000,0001 1,340 0 9,001,340 
Fund Balance 3,576,727 18,3} 4,915 20,160,921 10,398,399 52,450,962 

' The 57th Legislative Assembly directed the Student Loon Trust to make a transfer of 
$9,000,000 to the North Dakota General Fund during the 2001~2003 biennium with certoln 
conditions. It Is anticipated that this transfer will be made within the next 60 days, 
2 Non-callable; final maturity In 2005. 

The non .. callable 1989 bond Issue Is Insured by Ambac Assurance Corporation 
(Ambac). The assets of the First General Bond Resolution Include $42,298,454 of 
student loans. 

The Second General Bond Resolution (1996) Includes funds from the 19961 1997, 
1998 and 2000 Student Loan Bond ls~ues. The following chart shows the assets 
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Student Loan Trust Information 
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December 31. 2002 

and llabllltles held under the Second General Bond Resolution as of September 
30, 2002 (unaudited): 

1,,, 1997 1998 2000 Total 
Assets 20,867,865 21,615,274 34,962,833 65,259"453 142,705.425 
Bonds Outstanding 2 3 4 
(09/30/02) 13,550,000 15,400,000 29,914.416 63,CX)(),000 12),864,416 
Other Llabllltles 261,563 332,213 1,252,822 1,364,002 3,210,600 
Fund Balance 7,056,302 5,883,061 3,795,595 895,451 l 7,630,409 

1 Bond maturities extend to 2006, 2014 
2 Bond maturities extend to 2027 
3 Bond maturities extend to 2006 
" Bond maturities extend to 2025, 2035 

All bond Issues under the Second General Bond Resolutlon are Insured by 
Ambac. The assets of the Second General Bond Resolution Include 
$105,508,589 of student loans. 

How did the Trust accumulate Its fuod balances? 
Bonds sold In the 1970's ancl 1980's were Issued under favorable Federal tax 
legislation. From those early bond Issues the Trust was able to accumulate 
earnings that were not subject to arbitrage rebate to the federal treasury. One 
of the provisions of bonds sold prior to October 1, 1993 Is that student loans 
hetd by the Student Loan Trust will receive a minimum yield of 9.5%. The 
student loan borrower pays the prevailing rate on a student loon and the 
federal government wlll provide a Special Allowance Payment to the Trust that 
would result In a 9 .5% yield on the loan. These loans are very valuable assets of 
the Trust and this 9 .5% yield can only be achieved as long as there are pre-1993 
bonds outstanding or proceeds of the pre-1993 bond issues ore utilized to 
recycle student loans. 

Another source of earnings for the Trust results from the fact that when bonds 
are Issued, a debt service reserve fund is established. That debt service reserve 
fund (a source of repayment to the bondholders) is also Invested. Some of the 
Investment earnings on the debt service reserve fund areJ retained within the 
Trust. 

How can the funds within the Trust be utlllzed? 
Under both the First and Second General Bond Resolutions funds derived from 
the bond Issues can be used for the following general purposes: 
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1) Purchase of student loans: Federal Family Education Loan Program Loans 
(FFELP) and Dakota Education Alternative loans IDEAL), a supplemental state 
guaranteed program. The FFELP loans carry federal coinsurance, while the 
DEAL loans are guaranteed by the North Dakota Guaranteed Student Loan 
Program (Guarantee Agency) without federal coinsurance; 

2) Payment of debt service to the bondholders; 
3) Providing financial assistance to the Guarantee Agency; 
4) Payment of any rebate liability to the federal government or, when permitted, 

providing borrower benefits to students; and 
5) Administration of the Student Loan Trust. 

As noted above the Trust funds can be used to provide financial assistance to 
the Guarantee Agency, Over the post six years the Trust has transferred $5.8 
mllllon to the Guarantee Agency. This has allowed the Guarantee Agency to: 

• Provide Its guarantee on student loans to our student loan borrowers at a lower 
cost-the Guarantee Agency has eliminated a 1 % guarantee fee previously 
charged to all borrowers; 

• Upgrade Its Information technology system to streamline Its operations, make 
the system more efficient and thus less costly1 and to make the program more 
user friendly to the university system and other higher education Institutions and 
ultimately to the borrowers; 

• Fund slx full.time positions for the Higher Education Computer Network (HECN} 
within the University System. These positions relate to programming system 
changes and training for HECN schools on system updates: 

• ~rovlde operating funds for the Guarantee Agency. Since the mld~901s the 
federal government has been withdrawing funds from guarantee agencies 
across the United States; 

• Provide the required reserve funds ( 10%) needed for DEAL loans jthose loans 
without federal coinsurance) 

Jn order for the Guarantee Agency to offer Its services at a lower cost to the 
student loan borrower, the Trust will be asked to transfer additional funding to 
the Guarantee Agency. Additional funding Is also needed to meet the reserve 
requirements for additional DEAL program loans. 

Can funds be withdrawn from the Student Loan Trust1 
As noted above the General Bond Resolutions have limitations on how funds 
can be used. The Industrial Commission has just recently arnended the First 
General Bond Resolution to allow transfer for the $9 million of earnings that 
were appropriated by the Legislature during the 2001 Legislative Session for the 
General Fund. All the outstanding bonds are insured by Ambac and any 
amendments to the General Bond Resolufl<?JlS must be agreed to by Ambac. 
The Trust is currently seeking approval from\Ambac '):>f the amendment to the 
First General Resolution and requesting their approval of the $9 million transfer. 
The Trustee for the bonds must also certify that sufficient reserves remain to 
meet debt service payments, rebate payments and all program costs. 
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Another option ls to defease bonds outstanding under the First General Bond 
Resolution. Once all the bonds of any General Bond Resolution have matured, 
been redeemed or all the non-callable bonds defeased and the entire rebate 
liability due to the federal government paid, the remaining assets held under 
any General Bond Resolution would be transferred to the Industrial 
Commission. At that point the status of the student loan program would need 
to be evaluated and the legal status of any unencumbered assets 
determined. (For your Information, to defease a bond Issue, the Commission 
deposits sufficient funds In on Escrow Account to fully pay the principal and 
Interest on the outstanding bonds and all other outstanding costs.} However, It 
is Important to note that at the current time the Trust receives a yield of 9 .5% on 
student loans held within the 1979 Resolution. The earnings from these· 9.5% 
loans are partially used to pay a servicing fee to the Bank of North Dakota. The 
portion received by the Bank Is reflected In the Bank's overall earnings. 

< What has the Student Loan Trust Income been and what Is the forecasted fund) 
balance? 
The Student Loan Trust has averaged net Income over the past six years of 
$3,983,940 before transfers to the Guarantee Agency or the G~neral Fund. 
Governor Hoeven 1s 2003·2005 Executive Budget utlllzes $26,258,969 from the 
Student Loan Trust-~$9,000,000 of the Student Loan Trust's projected Income 
during the 2003~2005 biennium and $17,258,969 from funds held In the Student 
Loan Trust. This transfer from the funds held In the Student Loan Trust 1979 
Geheral Bond Resolution (which may require the sale of 9 .5% loans) and a 
proposed transfer to the Guarantee Agency to support Its operations and 
continue the DEAL loan program will reduce the First General Bond Resolutlon 
fund balance to $25,960,013 on July 1, 2005. The Trust Is currently considering 
options, Including the drafting of legislation, which will enable the Trust to 
provide the funding proposed In the Executive Budget without tl,·.~ sale of the 
9.5% loans and to maximize the Trust's future earnings. 

wm students be able to obtain a student loan from the Bank of North Dakota if 
funds are transferred from the Student Loan Trust? 
Yes, the Bank of North Dakota will continue to offer FFELP student loons. 
Currently the Student Loan Trust Is a liquidity provider for the Bank and provides 
an alternative for the Bank should the Bank determine a need to reduce Ifs 
student loan portfolio. 

Dated December 31, 2002 

If there are additional questions regarding the Student Loon Trust, please contact Karlene Fine, 
Executive Director and Secretary for the lndustrlal Commission, or Ed Sather, Senior Vice 
!'resident of the Bank of North Dakota. 
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Testimony on Senate BIii No. 2232 
Karlene Fine, Executive Director and Secretary to the 

Industrial Commission/ Authorized Officer for the Student Loan Trust 
and' 

Ed Sather, Senior Vice President - Treasury Services 
for the Bank of North Dakota 

January 27, 2003 
Senate Appropriations Committee 

Good morning, Mr. Chairman and members of the Senate Appropriations 
Committee. Thank you for the opportunity to appear In support of Senate B.111 
2232. 

This past week we had an opportunity when you held the hearing on 
Senate Blfl 2015 to discuss the Student Loan Trust. We handed out to you at that 
time what we refer to as the Student Loan Trust White Paper. In that document 
we provided lnformatron on the student Loan Trust. We won't go over that 
Information again. We do note that fn the Governor's proposed Executive 
Budget there are tronsfers of just over $26 million from the Trust for the 2003-2005 
biennium. 

As mentioned last week, within the Student Loan Trust there are two 
separate resolutions-the 1979 Resolution and the 1996 Resolution. Because of 
certain federal regulations, the Trust Is able to achieve a 9 .5% yield on 
approximately $42 mllllon of student loons currently held In the 1979 Resolution 
as long as those loans continue to be held within the 1979 Resolution. Since we 
anticipate that any transfers out of the Student Loan Trust would need to come 
from the 1979 Resolution and we wanted to explore alternatives to llquldatlng 
those 9.5% earning loans, we went to our financing team and discussed a 
rnechanlsm that would allow the Trust to obtain the cash needed for the 
transfers and retain the 9 .5% earnf ng loans. This would allow the Trust to provide 
the funding needed by the State and stlll maximize the Interest earnings on the 
Trust. 

The structure that Is currently being discussed Is the Issuance of what Is 
called a resfduol bond. The Trust would Issue this resldual bond for the amount 
of cash needed for the transfers In the 2003-2005 biennium and the bond would 
be sold to and held by the Bank of North Dakota. The source of repayment for 
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this bond Is the principal and Income from the student Loan Trust. In order to 
factlltate this flnanclng, bond counsel lndl(~ated that two changes needed to 
be made to the Student Loon Trust statute NDCC 54-17-25. Those two changes 
are reflected In Senate Bllf 2232. 

Currently state law allows the Trust to Issue bonds under the following 
conditions: 

• To diminish the Investment of state funds In United States government 
guaranteed or relnsured or North Dakota guaranteed student loans; 

• That It will be difficult to divest the state of appreciable amounts of such 
loans by piecemeal offering to the investing and saving publfc; 

• That business conditions are favorable to a state-sponsored program to 
consolidate state-held student loans; and to enlarge private participation 
In such loans. 

What we are proposing with the Issuance of a residual bond does not exactly flt 
within these criteria, so we are seeking an amendment to allow for the lssuanc;:e 
of bonds by the Trust In those Instances 11the publlc wUI otherwise beneflt11 

, such 
as with the Issuance of a residual bond. 

The second change Is on llne 18 of the bill when we delete the reference 
to 11paramount. 11 The Issuance of a residual bond would not be a paramount 
charge on the resources of the Trust In that a residual bond Is Issued with the 
understanding that It Is the last bond paid when everything else had been 
paid-thus the name residual bond. 

Could the Trust make the transfers as proposed without this leglslatton? 
Yes, the Trust certainly could do that with the consent of the bond Insurer. The 
Trust would sell a portion of Its loan portfolio held within the 1979 Resolution to 
the Bank of North Dakota. The Trust would then have the cash to make the 
transfers. However, the loans that had a yield of 9 .5% would then have a yield 
of approximately 2o/o-a loss In yield of 7 .5% on a $21 million loan portfolio 
($1,600,000 annually). What is proposed In Senate BIii 2232 would give the Trust 
the ablllty to maximize the State's earning potential on student loans held within 
the Trust . 
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STUDENT LOAN TRUST FUND 

This memorandum summarizes Information 
relating to the student loan trust fund, Including fund 
history, fund composition and uses, and flnanclal 
status of the fund. 

FUND HISTORY 
The 1971 Leglslattve Assembly authorized the 

Industrial Commission to acquire and hold all unpaid 
government-guaranteed or relnaured student loans 
and North Dakota student loans belonging to the state 
or any of Its agencies. As a result. the student loan 
trust fund was created, which enabled the state to self 
tax-exempt bonds and use the proceeds for 
purchasing student loans made or acquired by the 
Bank of North Dakota. 

The student toan trust fund Is not In the business of 
making loans to students or servicing loans which ft 
acquires. The Bank of North Dakota continues to 
service those loans which the student loan trust fund 
holds. 

COMPOSITION AND USES 
The student loan trust Is comprised of funds held 

· under two general bond resolutions. The flrst general 
bond resolution referrad to as the 1979 bond resolu
tion Includes funds from bonds Issued In 1979, 1988, 
1989, and 1992. The Lecond general bond resolution 
referred to as the 1996 bond resoftltion Includes funds 
from bonds Issued In 19961 1997, ·1998, and 2000. All 
Issuances with bonds outstanding are Insured by 
Ambac Insurance Corporation. 

Under both of the bond resolutions, assets may 
only be used for: 

• Purchase of student loans. 
• Payment of debt service to bondholders. 
• Providing financial assistance fo th ·.1 North 

Dakota Student Loan Guaran.tee Agency. 
• Payment of any rebate llablllty to the federal 

government. 
• Administration of the student loan trust fund. 

First General Bond 
Reaolutlon (187C)1 

Although the primary use of funds has been the 
purchase of student loans, funds from the student 
loan trust have also been used for support of the 
North Dakota Student Loan Guarantee Agency. Since 
1997 funding of $5.8 million has been transferred from 
the student loan trust fund to the North Dakota 
Student Loan Guarantee Agenoy. The funding has 
allowed the guarantee agency to eliminate the 
1 percent guarantee fee for all student loan borrowers, 
upgrade Its Information technology system, provide 
funding to the North Dakota University System to 
assist with Higher Education Computer Network 
programming changes relating to flnanolal aid and 
meet the reserve raqulrements for the Dakota educa .. 
lion alternative loan program. 

The Dakota education alternative loan program 
provides loans to students who were In need of funds 
for education In addition to the amount aval1abte under 
the federal family education loan program. 

After all bonds In a general bond resolution have 
matured. been redeemed or defeased, and afl 
expenses paid_ any remaining assets held under the 
general bond resolution would be transferred to the 
Industrial Commission for use at its discretion. In 
order to use aG1Jets hetd under the general bond reso
lution for a purpose other than thos, stated in the 
general bond resolution, the .. admfnlatrator of the 
student loan trust fund must reeetve permission· from 
the bond Insurer, and the trustee of the bond (Bank of 
North Dakota) would have to certify that sufflolent 
reserves remain for bond payments and other related 
program costs. 

FINANCIAL STATUS 
The following provides lnform·atlon regarding the 

flnanolal position of the student loan trust fund as of 
September 30, 2002 (unaudited): 

Second Gen•ral Bond 
Resolution (1996)2 Total 

Cash and Investments $23,040,963 $37,196,836 $60,237,799 
other assets 42,298,454 105,508.589 147.807,043 
rota! assets $65,339,417 $142.705,425 $208.044.842 
Bonds outstanding $3,887,115 $121,864,416 $125,7511531 
Other llabllltJes 9,001,3403 3,210,600 12,211.940 
Fund balance 62.450,962 17,630,409 70.081,371 
Total Habllltles and fund balance $85,339,417 $142,705,425 $208,044.842 
1 All outstanding bonds will be matured by 2005, 
2 Bond maturates extend to 2035. 
, Of the $9,001,340, $9 million represents a 2001-03 biennium transfer to the state general fund pursuant to Section 13 of 

2001 House BIil No. 1016. 
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The fund balance thal has accumulated in the first 
general bond resolution is primarily attrlbutable to the 
fact that bonds sold In the 1970s and 1980s were 

0,., Issued under favorable federal tax provisions. One of 
' the provisions is that student loans held by the student 
loan trust fund will receive a minimum yield of 
9,5 percent. The student loan borrower pays the 
prev•lllng rate on a student loan and the federal 
government will provide a special allowance payment 
to the student loan trust that would result In a 
9.5 percent yfefd on the loan. Therefore, the student 
loans In the first general bond resolution are Important 
to the student loan trust fund as the 9,5 percent yfeld 
can only be achieved as long as there are bonds 
outstanding that were sold prior to October 1. 1993, or 
proceeds of the bonds are utlllzed for the purohase of 
student loans. 

The student loan trust fund balance may also accu
mulate due to Investment Income earned on bond 
reserve funds and the difference between the amount 
of Interest received in student loan repayment and the 
amount of Interest paid to bondholders. However, the 
lntemal Revenue Service has Implemented federal tax 
law changes affeotJng the trust fund's second general 
bond resolution. that reduces the amount of earnings 
allowed to accumulate and requires any exceae Mm
lngt to be remitted to the federal government or 
tht lndlvlclual• who• loan• the truat hold•. 

The foftowtng Is a summary of student loan trust 0 fund eamlnga for flacal )'881'8 1997-2002: 

.... o.wll 
londRMo- BondAMo-,..., v.. futlon 1879 htdon 1 

1 7 ~. ,720 ,100 
1008 31085,1&4 1,751,343 I I 

1000 2.603,"42.. 1,708,888 .. ,310,310 
2000 2,80"4,1&4 1,722,7&7 <t,628,931 
2001 3.127,530 1,073,597 4,201,127 
2002 1108 ()()0 2 300 000 3 ~ 000 
Total $16, 119,0021 $8,7.W,693 $23,903,805 

10fthe $15,119,002 eaMlnga, $5.8 n'lllllon his been 
distributed to the North Dakota Guarantee ~ and 
$9,000,000 wtN be transferred to the state general fund 

to Section 13 of2001 House BIii No, 1015. 

2 January 2003 

2003•06 BIENNIUM EXECUTIVE 
BUDGET RECOMMENDATION 

The 2003-05 biennium executive budget recom
mendation provides a $9 million transfer from the 
student loan trust earnings to the state general fund, 
the same level of f undlng transferred from the trust 
fund to the general fund for the 2001-03 biennium, 
The executive budget recommendation also provides 
the North Dakota University System office a special 
funds appropriation of $17.258,969 from the equity of 
the student loan trust fund for student grant programs 
($8,258,989), competitive research ($4,000,000), and 
ayst.:,m Initiatives ($5,000,000), 

The staff of the Industrial Commission anticipates 
that the special funds appropriation of $17,258,969 
from the equity of the student loan trust fund wNI be 
funded from the first general bond rosolutlon, and the 
commission Is exploring options to provide the funding 
without the sale of student loans held by the first 
general bond resolution of the student loan trust fund, 
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•taff 

February 2003 

ANAL VSIS OF USES OF FUNDING FROM THE 
S'TUDENT LOAN TRUST FUND AS OF CROSSOVER 

This memorandum summarizes the uses of funding from the student loan trust fund for the 2003-05 biennium, 
reflecting leglstatlve action as of crossover. A LeglslatJve Council memorandum regarding the student loan trust 
fund history, composition and uses, and flnanolal status and a student loan trust fund white paper compfeted by 
the fndustrial Commission are attached fOf further Information. 

2003-05 

l:Xtcutlve 
lluclg4tt 

Tranlfera to tt.. ......,., fUnd from tt.. ttucMnt loan tn,.t tund 
Senate BMI No. 2015 • Sec:don 12 $9,000,000 
(Office of Management and Bodget appropriations bill) 

House M No. 1003 - Sec4'on 17 
(Higher education ~ bit!) 
House U No. 1010 • SecltM 7 
(Oepa,1ment of Commeroe app,opriatlons bllt) 
HouMBIINo.1022-Sedlone 
(lnfonnlition TICMOk,gy Depe,tntnt apptOpnationa bill) 

200S-OI 

Legllaltfw 

ludsfl'•of lncNaN 

Cl'Ol80Wlr (Otcfl•••> 
$9,000,000 so 

13,258,8891 13,258,969 

1,000,00()i 1,000,000 

3,000,000S 3,000,000 

Total traneflra to tht .....,_, fund from the ltudent foan truat fUnd t-_$9........,,000....,_..,000.........,~---=;;.;;_,;~f-----~=~ $26,258,989 $17,268,089 
ApproprlatlOnl from ... ltUdlnt loan truat fund 

House N No. 1003 • Stud«C gr9't progiams $8,258,989 ($8,258,869) 
Houle M No. 1003 - System lnltlMMe (cente,a fot e)(celence) 15,000,000 (6,000,000) 
Houle Bl No, 1003 - Ccmpettu11u reeearch 4 000,000 (4,000,000) 

'1'otal approprletlont from the atudent loan truat fund $17.258,989 $0 ($17,258.969) 
Total approprlatlone and trWfn from tM ttudent loan truat fund $28.258,989 $28,258,989 SO 
1 The transw to the general fund frOm the lhJdent loan trust fllnd lnduded In HouM 81M No, 1003 retalet to funding Included In the bll 

fRJm the gene,al ~ fot MtJdent gtant progt"W111 ($8,268,969), compaOOve research ($5,000,000), Ind centM for el<Cellence 
($2,000,000), 

' The tranat.- to the gennt bid fl'om the atudent loan tMt fu1d lnC:kldfld In HouM 81M No, 1019 relates to funding lnduded In the bMt 
fl'Offl the ~ fund for gm for dlfect support of lmemshlpe for students entering ~ lnduatriea that hM c,tbl at,o,tagta of 
~ employees. 

s The transfet to the general ~ from the atudent loan trust fund lncfuded In House Bffl No. 1022 relates to funding lndudtd In the bll 
from the aenenal fulid fot the state's ahate of eosll asl!Oclated with Im · of the el\lerorile resOUf'Ce -~ lnltlativt. 
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lntormaHon on 
The North Dakota Student loan Trust 

Background 
In 1971 the legislature authorized the Industrial Commission to "acquire and hold In 
one or more trusts ( 1) all unpaid United States government guaranteed or relnsured 
student loans and [21 North Dakota guaranteed student loans, belonging to the 
state of North Dakota or to any of Its agencies ... " (NDCC 54w 17-24. See also NDCC 
54-17-25). The creation of the North Dakota Student loan Trust enabled the State of 
North Dakota to obtain low cost funds (through the sale of tax-exempt bonds) and 
use those funds for purchasing student loans originated or acquired by the Bank of 
North Dakota. Since 1971 tl,e Industrial Commission has Issued over $900,000,000 In 
student foan bonds. The Student Loon Trust had just over $125,852,000 In bonds 
outstanding as of December 31 , 2002. 

Structure of the Trust 
The Student Loan Trust Is composed of funds held under two General Bond 
Resolutions. These General Bond Resolutions determine the use and flow of funds 
wlthtn the Student Loan Trust. 

The foUowlng chart shows the consolidated assets and llabllltfes held under the 
Student Loan Trust as of December 31, 2002 (unaudited): 

Assets 
Bonds Outstanding 
Other Uablttes 
Fund Balance 

total 
r'09,731,a20 
125,852, 1th 
13,017.862 
70,861,792 

As noted above the Trust Is composed of two General Bond Resolutions. The First 
General Bond Resolution ( 19 79) Includes funds from the 1979, 1988, 1989 and 1992 
stud-ent loan bond Issues. The following Is a chart showing the assets and llabllltles 
held under the First General Bond Resolution as of December 31, 2002 (unaudited): 

Assets 

Bonds Outstanding 
Other l.kJbltfes 
Fund Balance 

1979 
3,625,152 

0 
33,369 

3,591.783 

1988 
27,734,270 

0 
9,227,639 1 

18,506,631 

1989 
24,200,991 

3,956,2052 

26,306 
20,218,480 

1992 
10,518,269 

0 
90,154 

10,428,115 

Total 
66,078,682 

3,966,205 
9,377,468 

52,745,009 

1 The 57th Legislative Assembly directed the Student Loon Trust to make o transfer of 
$9,000,000 to the North Da~ota General Fund during the 2001-2003 biennium with certain 
conditions, This transfer was made In January, 2003, 
2 Non-callable; final maturity In 2005, 
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The non-callable 1989 bond Issue Is Insured by Ambac Assurance Corporation 
(Ambac), The assets of the First General Bond Resolution Include $38,232,829 of 
student loans. 

The Second General Bond Resolutton (1996) Includes funds from the 1996, 1997, 1998 
and 2000 Student Loan Bond Issues. The following chart shows the assets and 
llabllltfes held under the Second General Bond Resolution as of December 31, 2002 
(unaudited): 

1ff6 1ff7 1"8 2000 Total 
Assets 21,094,550 21,897,737 351009,839 65,651.012 143,653, 138 

Bonds Outstanding 13,550,000 
2 3 .. 

15,4001000 29,945,961 63,0001000 121.895,961 
other Uabltles 272,973 273,002 1,095,598 1,998,821 3,640,394 
Fund Balance 7,271,577 6,224,735 3,968,280 652,191 18,116.783 

1 Bond maturities extend to 2006, 2014 
2 Bond maturities extend to 2027 
3 Bond maturities extend to 2006 
" Bond maturities extend to 2025, 2035 

All bond Issues under the Second General Bond Resolution are Insured by Ambac. 
The assets of the Second General Bond Resolution Include $98,701,456 of student 
loans. 

How did the Trust accumulate Its fund balances? 
Bonds sold In the 1970's and 1980's were Issued under favorable Federal tax 
legislatlon. From those early bond Issues the Trust was able to accumulate eamlngs 
that were not subject to arbitrage rebate to the federal treasury. One of the 
provisions of tax-exempt bonds sold prior to October 1, 1993 Is that student loans 
held by the Student Loan Trust wlll receive a minimum yield of 9.5%. The student loan 
borrower pays the prevalllng rate on a student loan and the federal government will 
provide a Special Allowance Payment to the Trust that would result In a 9.5% yleld 
on the loan. These loans are very valuable assets of the Trust and this 9.5% yield can 
only be achieved as long as there are pre-1993 bond~ outstanding or proceeds of 
the pre-1993 bond Issues are utlllzed to recycle student loans. 

Another source of earnings for the Trust results from the fact that when bonds are 
Issued, a debt service reserve fund Is established. That debt service reserve fund (a 
source of repayment to the bondholders) Is also Invested. Some of the Investment 
earnings on the debt service reserve fund are retained within the Trust. 

How can the funds within the Trust be 1Jtlllzed? 
Under both the First and Second General Bond Resolutions funds derived from the 
bond Issues can be used for the following general purposes: 
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J) Purchase of student loans: Federal Family Education Loan Program Loans (FFELP) 
and Dakota Education Alternallve Loans (DEAL}, a suppleme,, 11'.ll state guaranteed 
program. The FFELP loans carry federal coinsurance, while the DEAL loans are 
guaranteed by the North Dakota Guaranteed Student Loan ?rogram (Guarantee 
Agency) without federal coinsurance; 

2) Payment of debt service to the bondholders; 
3) Providing flnanclal assistance to the Guarantee Agency: 
4) Payment of any rebate llablllty to the federal government or, when permitted, 

providing borrower benefits to students: and 
5) Administration of the Student Loan Trust. 

As noted above the Trust funds can be used to provide flnanclal assistance to the 
Guarantee Agency. Over the past six years the Trust has transferred $5.8 million to 
the Guarantee Agency. This has allowed the Guarantee Agency to: 

• Provide Its guarantee on student loans to our student loan borrowers at a 1ower 
cost-the Guarantee Agency has eliminated a 1 % guarantee fee previously 
charged f(') a.II borrowers; 

• Upgrad6 Its Information technology system to streamffne Its operations, make the 
system more efficient and thus less costly, and to make the program more user 
friendly to the university system and other higher education institutions and ultimately 
to the borrowers; 

• Fund six fulJ..tlme positions for the Higher Education Computer Network (HECN) within 
the University System. These positions relate to programming system changes and 
traf"':ng for HECN schools on system updates; 

• Provide operating funds for the Guarantee Agency. Since the mld-90's the federal 
government has been withdrawing funds from guarantee agencies across the 
United States; 

• Provide the required reserve funds ('10%) needed for DEAL loans (those loans without 
federal coinsurance) 

In or<'~er for the Guarantee Agency to offer Its services at a lower cost to the student 
loan bon·ower, the Trust wlll be asked to transfer additional funding to the 
Guarantee Agency. Addltlonol funding Is also needed to meet the reserve 
requirements for additional DEAL program loans. 

Con funds be wl1'. jrawn from the Student Loan Trust? 
As noted above the General Bond Resolutions have !Imitations on how funds can be 
used. The Industrial Commission has just recently amended the First General Bond 
Resolution to allow transfer for the $9 million of earnings that were appropriated by 
the Legislature during the 2001 Legislative Session for the General Fund. All the 
outstanding bonds are Insured by Ambac and any amendments to the General 
Bond Resolutions must be agreed to by Ambac. The Trust has received approval 
from Ambac of an amendment to the First General Resolution and Ambac has 
approved the $9 mflllon transfer. The Trustee for the bonds must also certify that 
sufficient reserves remain to meet debt service payments, rebate payments and all 
program costs. 
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Another option Is to defease bonds outstanding under the First General Bond 
Resolutlon. Once all 1he bonds of any General Bond Resolution have matured, 
been redeemed or all fhe non~callable bonds defeased and the entire rebate 
llablllty due to the federal government paid, the remaining assets held under any 
General Bond Resolution would be transferred to the Industrial Commission. At that 
point the status of the student loan program would need to be evaluated and the 
legal status of any unencumbered assets determined. (For your Information, to 
defease a bond Issue, the Commission deposits sufficient funds In an Escrow 
Account to fully pay the principal and Interest on the outstanding bonds and all 
other outstandlrtg costs.) However, It Is Important to note that at the current time 
the Trust receives a yield of 9 .5% on student loans held within the 1979 Resolution. If 
the 1979 Resolution ls defeased, the Trust would no longer be able to receive the 
9.5% yield on loans held In the 1979 Resolution. The earnings from these 9.5% loans 
are partially used to pay a servicing fee to the Bank of North Dakota. The portion 
receJved by the Bank Is reflected fn the Bank's overall earnings. 

What has the Student Loan Trust Income been and what ls the forecasted fund 
balance~ 
The Student Loan Trust has averaged net Income over the past six years of 
$3,983,940 before transfers to the Guarantee Agency or the General Fund. 
Governor Hoeven' s 2003-2005 Executive Budget utlllzes $26,258,969 from the Student 
Loan Trust--$9,000,000 of the Student Loan Trust's current and prior Income during 
the 2003-2005 blennfum and $17,258,969 from funds held In the Student Loan Trust. 
This transfer from the funds held In the Student Loon Trust 1979 General Bond 
Resolution (which may require the sale of 9.5% loans) and a proposed transfer to the 
Guarantee Agency to support Its operations and continue the DEAL loan program 
wlll reduce the First General Bond Resolution fund balance to $26,690,000 on June 
30, 2005. The Trust Is currently considering options, Including the passage of 
leglslatlon (SB 2232), which will enable the Trust to provide the funding proposed In 
the Executive Budget without the sale of the 9.5% loans and to maximize the Trust's 
future earnings. 

WIii students be able to obtain a student loan from the Bank of North Dakota If funds 
are transferred from the Student Loan Trust? 
Yes, the Bank of North Dakota will continue to offer FFELP student loans. Currently 
the Student loan Trust Is a liquidity provider for the Bank and provides an alternative 
for the Bank should the Bank determine a need to reduce Its student loan portfolio. 

Dated February 24, 2003. 

If there ore addltlonal questions regordlng the Student Loan Trust, please contact Karlene Fine, 
Executive Director ond Secretary for the lndusfrlol Commission (328-37221, or Ed Sather, Senior Vice 
President of the Bank of North Dakota (328-5604). 

The •tol'Olf'aptf o , .... on thf • ff l• •r• 1ecuratt reproduotfn of recordt dtl fwred to Nodtrn rnfo,..tfon ,V,tMI for •loroff t■frw ll"ld 
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Ed 8:rlher. 

Cash/Investments 
Student Loans 

Total Assets 

Bonds Payable 
Genera! Fund Payable 
Residual Bond Payable 

T otaf Uabifities 

Fund Balance 

01-01-03 Transfer to General Fund 

06-30-03 Net (ncome 

07-01-03 Transferto Guarantee Agency 
Transfer to University System 
fssue Residual Bond 
Bond Maturity 

06-30-04 Net Income 

07-01-04 Bond Maturity 

01-01-05 Transfer to Genera[ Fund 
lssue Residual Bond 

North nailnt Loan Trust 
1979 Resolution 

Profecled Balance Sheet 

9-30-02 

23,339.000.00 
42,000~000.00 

65.339.JlOO.OO 

4,SO0P000.00 
9,000.000.00 

13.500.Q0Q.QO 

51.839.000.00 

8·30-03 

15,893.000.00 
42,000.000.00 

57,893,000.00 

4.500.000.00 

4,500,000.00 

53,393.000.00 

Transaction Report 

(9.000,000.00) 

1,554,000.00 

~er\O 
06-30-05 Net Income * ~c.A. o1'. curr-ertt' n:xl-e.S 

6-3()..04 

5.902,000.00 
42,000.000.00 

47 .902.()Q0.00 

3.500.000.00 

10,.710.000.00 

14.210.000.00 

33.692.Qgg.OO 

{4,500,000.00) 
(17,259,000.00) 
10,500.000.00 
c1.ooo.ooo.oo> 
2,268,000.00 

,· = ~ __ ~!IIK~~'(; •• c."" 
. -

l '""""\; 

lj-1 

8-30-05 

3.670,000.00 
42.000.000.00 

45.6705000.00 

2,500.000.00 

16,480.000.00 

18,980,000.00 

2§.§9Q.ooo.gg 

(1,000,000.00) 

{9,000,000.00) 
5.500.000.00 

2.268,000.00 

Prepared by Edvard Sather. BND. & Karlene Fine. IC 
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Houae Approp,rfation1 Committee 
Government Operation, D&vuion 

Testimony of Tim Porter 
North Dakota Municipal Bond Bank 

For the record, my name is Tim Porter and I am the ExeClutive Director of the Municipal Bond Bank. 
I am p1-oviding this testimony in support of the Industrial Commission• s requested appropriation for 
the Municipal Bond Bank for the 2003-2005 bienniwn in the amount of $569,078. The requested 
biennial appropriation is $101,560 less than the current biennial appropriation, Adjustments have 
been made within several line items to reduce the budget from the 2001-2003 level and to more 
accurately reflect projected expenditures. Most of these adjustments are the result of efficiencies 
created when the Municipal Bond Bank co-located with the Bank of North Dakota in August of 
2001. 

The Municipal Bond Bank is a state agency that operates under the supervision and authority of the 
Industrial Commission. It is a self-supporting state agency and receives no money from the General 
Fwid. The staff of the Municipal Bond Bank currently consists of 1. 75 full-time state employees. 
The Executive Director is considered .75 Municipal Bond Bank employee and .25 Bunk of North 
Dakota employee. The Municipal Bond Bank also employs a full-time Business Manager. The 
Municipal Bond Bank has 1 vacant full-time position for a loan officer included in its budget for the 
2003-2005 biennium. I ask that you consider allowing this vacant position for the 2003-2005 
biennium while we assess the demand for our services under existing programs as well as a new 
program to finance irrigation infrastructure. 

The written testimony below describes the Municipal Bond Bank and its financing programs. Also, 
a copy of the 2002 Annual Report for the Municipal Bond Bank has been included in the binder for 
your review. This Report describes in more detail the Municipal Bond Bank's programs and 
provides a complete history of all the Bond Bank's loans and bond issues. 

Mission 

To develop rural and urban North Dakota by providing political subdivisions and other 
qualifying f)rganizatlons aeeess to flexible and competitive finaneing options for their local 
qualifying projeets. 

The Municipal Bond Bank was established to make low-cost loans to North Dakota political 
subdivisions at favorable interest rates, Loans are made to political subdivisions by the Municipal 
Bond Bat.Jc through the purcha.~e of municipal securltie:; issued by the political subdivisions in 
accordance with state and federal law. Loans are primarily made with the proceeds of bonds issued 
by the Municipal Bond Bank under the programs described below. In certain instance$, a direct loan 
may be made to a political subdivision from the Municipal Bond Bank's operating fund or from the 
federal grants or loan repayments held W1der the State Revolving Fund Program. 
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The municipal securities issued by a political subdivision to the Municipal Bond Bank may be either 
tax-exempt or taxable obligations. A poHtloal subdivision must retain bond counsel to assist in the 

0 preparation and adoption of its bond resolution and other necessary documents. The Municipal Bond 
Bank may purchase municipal securities only if the Attorney General issues an opinion that states 
the municipal securities are properly eligible for purchase under the North Dakota Century Code 
(N,D,C.C.) chapter 6-09,4, the Municipal Bond Bank Act. 

Required Debt Sen'iee Resenre 

Subsection 1 of §6-09.4-10 of the N.D.C.C, requires the Municipal Bond Bank to establish a debt 
service reserve in an aggregate amount equal to at least the largest amount of money required in the 
current or any succeeding calendar year for the payment of the principal of and interest on its 
outstanding bonds, 

Subsection 4 of §6-09.4-10 of the N.D.C.C, of the N.D.C.C. provides as follows: 

"In order to assure the maintenance of the required debt service reservet there shall be 
appropriated by the Legislative Assembly and paid to the Bond Bank for deposit in the 
reserve fund, such sum, if any, as shall be certified by the Industrial Commission as 
necessary to restore the reserve fund to an amount equal to the required debt service reserve." 

In the written opinion of the Attorney General, this provision does not constitute a legally 
enforceable obligation of the State, In the written opinion of the Municipal Bond Bank's bond 
counsel, there is no applicable provision of state law which would prohibit a future Legislative 
Assembly from appropriating any sum which is certified by the Industrial Commission as necessary 
to restore the reserve fund in an amount sufficient to meet the required debt service reserve amount. 
The legislative obligation imposed by the Legislative Assembly in subsection 4 of §6-09.4 .. 10 is 
referred to as a moral obligation because the obligation to provide an appropriation for the Municipal 
Bond Bank's reserve fund is not backed by the full faith and credit of the State. All bonds issued 
by the Municipal Bond Bank under any of its programs are moral obligation bonds. Under any of 
the Municipal Bond Bank programs, there has never been the need to request an appropriation to 
cover a shortfall in a reserve fund. 

Advisory Committee 

The lndustriul Commission, by policy, has established a Municipal Bond Bank Advisory Committee. 
The Committee is made up of three members appointed by the Commission. The Committee 
reviews each loan application for the purpose of making a recommendation concerning the loan to 
the Industrial Commission, which must give its approval before a loan may be made under each 
Program. However, if the loan is for $50,000 or less, the Committee may authorize the approval of 
the loan, then submit a report describing the loan and the action taken to the Commission at its next 
meeting. 

At the present time, the Municipal Bond Bank has three loan programs: the Capital Financing 
Program. the State Revolving Fund Program. and the School Construction Financing Loan Program, 
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Capital Finanein1 Prognam 

The Capital Financing Program, established in 1990, makes loans to political subdivisions for any 
purpose for which political subdivisions are authorized to issue municipal securities, subject to 
certain statutory requirements, One such requirement is that the Municipal Bond Bank may not 
purchase municipal securities issued under N.D.C,C, chapter 40-57 (Municipal Industrial 
Development Act (MIDA) Bonds). 

Through December 31, 2002, the Municipal Bond Bank has made $80,778,016 of loans to political 
subdivisions under the Capital Financing Program, The outstanding amount of Capital Financing 
Program bonds is $28,370,000, Recognizing the strength of the State's moral obligation pledge, 
Standard and Poor's (S&P) has assigned a rating of"A-" to the Capital Financing Program Bonds. 

State Revolving Fund Program 

Under the State Revolving Fund (SRF) Program, federal capitalimtion grants are received by the 
State through the Health Department from the Environmental Protection Agency (EPA), and are 
deposited and held under the Program's Master Trust Indenture for the purpose of making below
market interest rate loans to political subdivisions for qualified projects and for other authorized 
purposes. The ptojects are subject to the approval by the State Health Department under appropriate 
state law and the Federal Clean Water Act and the Federal Safe Drinking Water Act. The federal 
capitaliz.ation grants are available to states on the basls of an 80-20 federal-state match. The 20% 
state match is provided by a portion of the SRF Program bonds issued by the Municipal Bond Bank. 
The federal capitalization grants must be held by the state in a revolving loan fund and are available 
only for purposes authorized under the Federal Clean Water Act and the Federal Safe Drinking 
Water Act . 

The SRF Program consists or a Clean Water SRF Program and a Drinking Water SRF Program. 
Federal capitalization grants for the Clean Water SRF Program were first appropriated to the State 
in 1989, Since that time, $95,790,000 of federal capitalization grants under the Clean Water SRF 
Program have been appropriated and awarded to the State through federal fiscal year 2002. Through 
December 31, 2002, 133 loans totaling $145,072,074 have been approved under the Clean Water 
SRF Program, The Health Department's Clean Water Intended Use Plan for 2003 includes 
approximately $70,000,000 of potential projects. 

Federal capitalimtion grants for the Drinking Water SRF Program were first appropriated to the State 
in 1997. Since that time, $50,742,500 of federal capitalization grants under the Drinking Water SRF 
Program have been appropriated and awarded to the State through federal fiscal year 2002. Through 
December 31, 2002, 37 loans totaling $62,461,797 have been approved under the Drinking Water 
SRF Program, The Health Department's Drinking Water Intended Use Plan for 2003 includes 
approximately $212,954,000 of potential projects. 

A project must be on the appropriate Intended Use Plan to be able to apply for a loan under the SRF 
Program. The current interest rate on loans under the SRF Program is 2.5% with a 0.5% annual 
administrative fee on the outstanding balance. Bonds issued by the Municipal Bond Bank under the 
SRF program are rated "Aaa" by Moody's Investors Service, Inc, (Moodfs), which is Moody's 
highest possible nting. 
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State Sebool Con1truetlo11 Plaanela1 Proa,am 

The Municipal Bond Bank's State School Construction Finanoina Ptoaram provides loans to North 
Dakota school districts. This proaram has been assigned an "A+0 rating by S&P. which allows the 
school districts, which genmally do not have a credit rating, to borrow at lower interest rates, Bonds 
issued under this Program will be moral obligation bonds of the State and will also be supported by 
the state school aid intercept provision adopted by the Legislature in 1999. The state aid intercept 
provision is found in §6-09.4-23 of the N.D.C.C. A school district will be required to authorize the 
withholding of state school aid payments which are due and payable to the district under N,D.C.C, 
chapter 15-40. l in order to participate in the Prograrn. If a school district defaults on its loans under 
this Program, the Department of Public Instruction is notified by the Municipal Bond Bank to 
withhold aid payments to the defaulting school district until such time that principal and interest have 
been paid or satisfactory arrangements have been made to make the payment, 

Annual Report 

The Municipal Bond Bmk submits its Annual Report to the Legislative Council each year. The 
Annual Report provides a complete list of all loans made and bonds issued by the Mwucipal Bond 
Bank since its inception in 1975. 
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Senate Appropriation, Committee 
Testimony of Tim Porter 

North Dakota Munlelp•I Bond Bank 

For the rec<~rd. my name is Tim Porter and I am the Executive Director of~he Municipal Bond Bank. 
I am providing this testimony in support of the Industrial Commission's l'e\Juested appropriation for 
the Municipal Bond Bank for the 2003-2005 bH,nnfwn in the amount of $S69,078. The requested 
biennial appropriation is $101,560 less than the current biennial appropriadon. Adjli.citments have 
been made within several line items to reduce the budget from the 2001-j:003 level and to more 
accurately reflect projected expenditures. Most of these adjustments are th~ result of efficiencies 
created when the Municipal Bond Bank co-located with the Bank of North Dakota in August of 
2001. 

The Municipal Bond Bank is a state agency that operates under the supervision and authority of the 
Industrial Commission. It is a self-supporting state agency and receives no money from the General 
Fund. The staff of the Municipal Bond Bank currently consists of 1. 7S full-time state employees 
(FTE's). The Executive Director is considered .75 Municipal Bond Bank employee and .2S Bank 
ofNorth Dakota employee. The Municipal Bond Bank also employs a full-time Business Manager. 

In addition to administering all of its current programs, the Municipal Bond Hank is working with 
the North Dakota Irrigation Caucus to develop a bonding program for irrigation districts. The first 
bond issue under this program could be as early as the summer of 2003. At this point, we are 
uncertain how the developir,ent of an irrigation program and new drinking water regulations will 
affect the Municipal Bond Bank's staffing needs. During the 2001-2003 bienniwn, the Municipal 
Bond Bank's budget included salaries for 4 FTE's. The current budget for the 2003-2005 biennium 
includes salaries for 2.7S FTE's. The vacant FTE within the current budget is for a loan officer 
position which would help analyze the loan applications and financial statements of potential 
borrowers under all of the Municipal Bond Bank's programs. Therefore, I ask that you consider 
allowing this vacant position for the 2003-2005 biennium while we assess the demand for our 
services under existing programs as well as the new program to finance irrigation infrastructure. 

The written t~stimony below describes the Municipal Bond Bank and its financing programs. In 
addition to the written testimony, each agency direct()r was asked by Senate Majority Leader Bob 
Stenehjem and House Majority Leader Rick Berg to respond to several questions. My response to 
each of these questions is included with this testimony. Also, a copy of the 2002 Annual Report for 
the Municipal Bond Bank has been included in the binder for your review. This Report describes 
in more detail the Municipal Bond Bank's programs and provides a complete history of all the Bond 
Bank's loans and bond issues. 

Mission 

To develop runt and urban North Dakota by providing political subdivisions and other 
qualifying org1nlzation1 access to ttexlble and competitive financing options for their local 
qualifying projects. 
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The Municipal Bond Bank was established to make low-cost loans to North Dakota political 
subdivisions at favorable interest rates. Loans are made to political subdivisions by the Municipal 
Bond Bank through the purchase of municipal securities issued by the political subdivisions in 
accordance with state and federal law, Loans are primarily made with the proceeds of bonds issued 
by the Municipal Bond Bank under the programs described below. In certain instances, a direct loan 
may be made to a political subdivision from the Municipal Bond Bank's opcradng fund or from the 
federal grants or loan repayments held under the State Revolving Fund Program, 

The municipal securities issued by a political subdivision to the Municipal Bond Bank may be either 
tax-exempt or taxable obligations. A political subdivision must retain bond counsel to assist in the 
preparation and adoption of its bond resolution and other necessary documents. The Municipal Bond 
Bank may purchase municipal securities only if the Attorney General issues an opinion that states 
the municipal securities are properly eligible for purchase under the North Dakota Century Code 
(N.D,C.C.) chapter 6-09.4. the Municipal Bond Bank Act. 

Required Debt Serviee Reserve 

Subsection l of §6-09.4-10 of the N.D.C.C. requires the Municipal Bond Bank to establish a debt 
service reserve in an aggregate amount equal to at least the largest amount of money required in the 
current or any succeeding calendar year for the payment of the principal of and interest on its 
outstanding bonds. 

Subsection 4 of §6-09,4-10 of the N.D.C.C. of the N.D.C.C. provides as follows: 

"In order to assure the maintenance of the required debt service reserve, there shall be 
appropriated by the Legislative Assembly and paid to the Bond Bank for deposit in the 
reserve fund, such swn, if any, as shall be certified by the Industrial Commission as 
necessary to restore the reserve fund to an amount equal to the required debt service reserve. 0 

In the written opinion of the Attorney General, this provision does not constitute a legally 
enforceable obligation of the State. In the written opinion of the Municipal Bond Bank's bond 
counsel, there is no applicable provision of state law which would prohibit a future Legislative 
Assembly from appropriating any :nun which is certified by the Industrial Commission as necessary 
to restore the reserve fund in an amount sufficient to meet the required debt service reserve amount. 
The legislative obligation imposed by the Legislative Assembly in subsection 4 of §6-09.4-10 is 
referred to as a moral obligation because the obligation to provide an appropriation for the Municipal 
Bond Bank's reserve fund is not backed by the full faith and credit of the State. All bonds issued 
by the Municipal Bond Bank under any of its programs are moral obligation bonds. Under any of 
the Municipal Bond Bank programs, there has never been the need to request an appropriation to 
cover a shortfall in a reserve fund. 

Advisory Co111mittee 

The Industrial Commission, by policy, has established a Municipal Bond Bank Advisory Committee. 
The Committee is made up of three members appointed by the Conunission, The Committee 
reviews each loan application for the purpose of making a recommendation concerning the loan to 
the Industrial Commission, which must give its approval before a loan may be made under each 
Program. However, if the loan is for $50,000 or less, the Committee may authorize the approval of 
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the loan, then submit a report describing the loan and the action taken to the Commission at its next 
meeting. 

At the present time, the Municipal Bond Dank has three loan programs: the Capital Financing 
Program, the State Revolving Fund Programj and the School Construction Financing Loan Program. 

Capital Finanelng Program 

The Capital Financing Program, established in 1990, makes loans to political subdivisions for any 
purpose for which political subdivisions are authorized to issue municipal ecurities, subject to 
certain statutory requirements. One such requirement is that the Municipal Bond Bank may not 
purchase municipal securities issued under N.D.C.C. chapter 40-S7 (Municipal Industrial 
Development Act (MIDA) Bonds), 

Through December 31, 2002, the Municipal Bond Bank has made $80,778,016 ofloans to political 
subdivisions under the Capital Financing Program. The outstanding amount of Capital Financing 
Program bonds is $28,370,000. Recognizing the strength of the State's moral obligation pledge, 
Standard and Poor's (S&P) has assigned a rating of "A·" to the Capital Finanolng Program Bonds. 

State Revolving Fund Program 

Under the State Revolving Fund (SRF) Program, federal capitalization grants are received by the 
State through the Health Department from the Environmental Protection Agency (EPA), and are 
deposited and held under the Program's Master Trust Indenture for the purpose of making below
market interest rate loans to political subdivisions for qualified projects and for other authorized 
purposes. The projects are subject to the approval by the State Health Department wtder appropriate 
state law and the Federal Clean Water Act and the Federal Safe Drinking Water Act. The federal 
capitalization grants are available to states on the basis of an so .. 20 federal-state match. The 20% 
state match is provided by a portion of the SRF Program bonds issued by the Municipal Bond Bank. 
The federal capitalization grants must be held by the state i ~ a revolving loan fund and are available 
only for purposes authorized under the Federal Clean Water Act and the Federal Safe Drinking 
Water Act. 

The SRF Program consists of a Clean Water SRF Program and a Drinking Water SRF Program. 
Federal capitalization grants for the Clean Water SRF Program were first appropriated to the State 
in 1989. Since that time, $95,790,000 of federal capitalization grru,f~ under the Clean Water SRF' 
Program have been appropriated and awarded to the State through federal fiscal year 2002. Through 
December 31, 2002, 133 loans totaling $145,072,074 have been approved under the Clean Water 
SRF P :·ogram. The Health Department's Clean Water Intended Use Plan for 2003 includes 
approximately $70,000,000 of potential projects, 

Federal capitalization granrs for the Drinking Water SRF Program were first appropriated to the State 
in 1997. Since that time, $50,742,S00offederal capitalization grants under the Drinking WaterSRF 
Program have been appropriated and awarded to the State through federal fiscal year 2002. Through 
December 31, 2002, 3 7 loans totaling $62,461,797 have been approved under the Drinking Water 
SRF Program. The Health Department's Drinking Water Intended Use Plan for 2003 includes 
~,pproximately $212,954,000 of potential projects. 
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A project must be on the appropriate Intended Use Pian to be able to apply for a loan under the SRF 
Program, The current interest rate on loans under the SRF Program is 2.5% with a 0.5% annual 
administrative fee on the m~tstanding balance. Bonds issued by the Municipal Bond Bank under the 
SRF program are rated "Aaa0 by Moody's Investors Service, Inc. (Moody's), which is Moody's 
highest possible rating. 

State School Construction Financing Program 

The Municipal Bond Bank's State School Construction Financing Program provides loans to North 
Dakota school districts. This program has been assigned an "A+" rating by S&P, which allows the 
school districts, which generally do not have a credit rating, to borrow at lower interest rates. Bonds 
issued under this Program will be moral obligation bonds of the State and will also be supported by 
the state school aid intercept provision adopted by the Legislature in 1999. The state aid intercept 
provision is found in §6-09.4-23 of the N.D,C.C. A school district will be required to authorize the 
withholding of state school aid payments which are due an<l payable to the dfotrict under N.D.C.C. 
chapter 15-40. l in order to participate in the P· ,'ogram. If a school district defaults on its loans under 
this Program, the Department of Public Instruction is notified by the Municipal Bond Bank to 
withhold aid payments to the defaulting school district until such time that principal and interest have 
been paid or satisfactory arrangements have been made to make the payment. 

Annual Report 

The Municipal Bond Bank submits its Annual Report to the Legislative Council each year, The 
Annual Report provides a complete list of all loans made and bonds issued by the Municipal Bond 

('-\ Bank since its inception in 1975. 
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North Dakota Municipal Bond Bank 

Tim Porter, Executive Director 
Response to Senator Bob Stenehjem and Repre,entative Rick Berg 

Senate and House Ma; >rlty Leaders 

What is the maAn purpose of the ND Municipal Bond Bank? 

The Municipal Bond Bank was established to make low-cost loans to North Dakota political 
subdivisions at favorable interest rates. Loans are made to political subdivisions by the Municipal 
Elond Bank through the purchase of municipal securities issued by the political subdivisions in 
a(1cordance with state and federal law. Loans are primarily made with the proceeds of bonds issued 
by the Municipal Bond Bank under several programs. In certain instances, a direct loan may be 
mtide to a political subdivision from the Municipal Bond Bank's operating fund or from the federal 
grants or loan repayments held under the State Revolving Fund Program. 

The municipal securities issued by a political subdivision to the Municipal Bond Bank may be either 
tax-exempt or taxable ohligations. A political subdivision must retain bond counsel to assist in the 
preparation and adoption of its bond resolution and other necessary documents. The Municipal Bond 
Bank may purchase municipal securities only if the Attorney General issues an opinion that states 
the municipal securities are properly eligible for purchase under the North Dakota Century Code 
(N.D.C.C.) chapter 6-09.4, the Municipal Bond Bank Act. 

1
~ 'The Municipal Bond Bank's purpose is best defined within its mission, which is: 

To develop rural and urban North Dakota by providing political subdivisions and other 
qualifying organizations access to flexible and competitive financing options for their 
local qualifying projects. 

How does the ND Municipal Bond Bank measure the achievement of its purpose? 

By monitoring the progress and success of its programs, the Municipal Bond Bank can determine 
the financial savings p'llitical subdivisions and other qualifying organizations recognize as a result 
of lower financing costs. Since most of the proceeds of the Municipal Bond Bank's programs are 
invested directly into the infrastructure of political subdivisions, the measurement of financial 
savings is often overshadowed by the intangible benefits to the community. For example, in the 
State Revolving Fund (SRF), money is available for political subdivisions and other qualifying 
organizations to make necessary improvements to their water systems. Since this program provides 
low-interest rate Joans which are currently at 3%, financial savings can be specifically measured by 
comparing this below-market rate to the curren.t market rates. However, the real benefit to the 
community is access to quality drinking water or a properly designed sewer system. 
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What ca .. the legulature do, financially and otherwise, to help the Munit.ipal Bond Bank 
achieve lt1 purpose? 

0 The Municipal Bond Bank is a state agency that operates under the supervision and authority of the 
Industrial Commission. It is a self-supporting state agency and receives no money from the General 
Fund. The staff of the Municipal Bond Bank currently consists of 1. 7 5 full-time state employees. 
The Executive Director is considered . 75 Municipal Bond Bank employee and ,2S Bank of North 
Dakota employee. The Municipal Bond Bank also employs a full-time Business Manager. The 
Municipal Bond Bank has 1 vacant full-time position for a loan officer included irt its budget for the 
2003-2005 biennium. I ask that you consider allowing this vacant position for the 2003-2005 
biennium while we assess the demand for our services under existing programs as well as a new 
program to finance irrigation infrastructure. 

At the present time~ the Municipal Bond Bank has three loan programs: the Capital Financing 
Program, the State Revolving Fund Program, and the School Construction Financing Loan Program. 
Through December 31, 2002, the Municipal Bond Bank has made $80,718,016 of Joans to politicul 
subdivisions under the Capital Pinancing Program. Through December 31, 2002, 133 loans totaling 
$145,072,074 have been opproved under the Clean Water SRF Program and 37 loans totaling 
$62,461,797 have been approved under the Drinking Water SRF Program. So far, no loans have 
been made under the School Construction Financing Loan Program. These programs rely on the 
support of the legislature to back the moral obligation of the State regarding these bond issues. The 
strength of the State's moral obligation has resuaed in favorable treatment from national bond rating 
agencies, which ultimately resu1i:s in lower interest rates on our bond issues. 

How can the 1\funicipal Bond Bank report (measure) its results so the public can easily 
understand lts purpose and evaluate its effectiveness? 

By focusing on the Municipal Bond Bank's mission and reporting general results of its programs, 
the public would more easily understand how the Municipal Bond Bank provides an additional 
finance option for political subdivisions to consider when they need to finance infrastructure 
improvements. 
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{)partment 471. 11111 and Slevltor Aleoolatlon 
. .JUN BIii No. 1011 

mPoeltloM 
20()3,05EJC8CUUw8udgle 125.00 

2001.()3 Legllletlw ~ 121.00 

4.00 

Agency Funding 

---------------
$30.00 --------------

$21.00 ------------

1 ~.: 
tl0.00 .... 

$GAO 
1.,.... 1• 200t 2001• 20GI • · 

blaulha ......... 
■ o.n.-.1 Fund ■ 8plclal Fundl· 

Plwpawd byfle North~ Lee;.~ Councl ---Houle~ JllfMaY 7, 200S 

o.r...l~ ott...,..., Tallt 
$0 $30,018.282 $30,011.282 

0 21,1•1.m 21,741JSM 

$0 79988 

131 .• --------------. 
1ao.DOJ--!:11=-----------4 
121.00 t---~-----------1 
121.00t---~----------l 12'1.00 _____ ....,._ ________ --! 

128.00t-----.Jir---------l 
111.00l-----~-----...!=IF---I 
1M.00t------=-=IIIIF-----~--I 
123.00 t------...... ....-----,&,--
122.00 t-------.....,,--...-,,£----1 
111.00 t----------=-=-~-----1 120.00-------------....1 

11117--· 1 .. 2001 20Ct1-0I 200I-OI 
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Executive Budget Hlghllghta 

1. Adds 4 new FTE positiona requnted by the agency 

2. lncreaaea operatmg a>epenHS Une Mam for ongoing CDltl 'of operatrona 

3. Increases salaries and wagee to atcowlt far wagee and bel.efftl far 
121 empk)ye• 

o.n.atFund 

M■Jor Related LeglalatJon 

OU.,... 
$388,650 

$5,480,950 

$2,564,308 

Total 
$386,850 

$5,460,950 

$2,564,308 

HouN BIii No. 1015 " Section 9 d th'8 bill pt'OY6dN that the Industrial CommJulon transfer $5 mlllon from the t.U and Elevator 
A$sOdation to the general fund aa requested by the dltedor of the Offlca d Management and Budget 
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Quality Millers Since 1922 -
Le~islati\le Committee Hearing 

January to, 2003 
House Bill No, 1015 Budget No. 475 

North Dakota MUI & Elevat<,r Association 

Mr. Chairman and Representatives: 

My name is• Vance Taylor. I am Prcside11t and General Manager of the North Dakota MHl and 
Elevatoi'. With me today is Ed Barchenger, our Controller and Finance Manager, 

\1/ith the completion of our renovation and expansion project last year, the North Dakota Mill is 
now the 2nd largest flour mill and the 11th largest milling company in the United States with 
sales of over $100 million per year. 

The complex includes 5 milling units with the capacity to produce 2. 7 million tbs. of finished 
product per day, a tenninat elevator with total available storage of over 4,000,000 bu. of grain 
and a packaging center and warehouse capable of producing, storing and shipping large 
quantities of various sized bags of milled producls, We process up to 62,000 bu. of top quality 
North Dakota spring and durum wheat per day, adding value to over 18,000,000 bu. per year. 
All facilities are located in Grand Forks. 

The mill operates 24 hours per day, 5 to 7 days per week. Total current staffing is 121 full time 
employees. 

We are primarily a spring wheat mill shipping 90% spring wheat products vs, 10% durum 
products. 65% of all products arc shipped in bulk trucks or railcars vs. 35% shipped in bags or 
totes. Organic spring wheat and durum products now make up 1.5 % of total shipments, 

Strategic Plan 200~ 

The North Dakota Milt and Elevator has developed the following strategic objectives for fiscal 
year 2003: 

• Promote and support ND agriculture, commerce aml industry 
• Increase the earnings potential orthe No1ih Dakota Mill 
• Focus on our customers 
• Develop and grow the skills of our stutc mill employees 
• Improve technology 
• Expand internal and cxtcrnul co1trn1unicutio11s 

P.< >. lltl\ I \078 / < irn11<I h1rh. NI> 5X~IIX•.~078 
'l\.!ll'plllllll': l'/0I) ·/!),ti.7rnI0 I l•a,,: (701) J()_'i.7272 
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State MIii Testimony 
January 1 o, 2003 
Page 2 

Mill Renovation and 11:~l)Unsion Proiect 

Our Renovation and ExruUlsion Project was completed during f1scal year 2002, The project 
was completed within the approved budget of$19.5 million. This project provided for various 
upgrades in the terminal elevator, replaced obsolete grain deaning systems, allowed for 
increased tempering of wheat to 24 hours, upgraded the A & B units, reflowcd the K & D units 
and addeJ a pelleting system for processing mill by~product.c;, 

Benefits of the project include: the milling of an additional 3,450,000 bu. of North Dakota 
wheat, increased visibility for North Dakota agricultural products via the sale of 1,500,000 
~dditional cwts. of flout·, improved mill efficiencies, reduced operating cos{3 per cwt. and 
decreased freight costs due to higher density of pelletized byMproduots. All of this allows the 
North Dakota Mill to continue to compete effectively and provide greater returns to the State. 

Markets and Competition 

Our bulk and large package shipping area is diverse but more concentrated in the Ohio River 
Valley and on the East Coast. We also export product to the Caribbean and Japan. 

Our customers include bakery flour distributors, retail distributors, Jarge bakeries and pasta 
companies. Sales are made by our in•house sales staff and food brokers. 

We compete with large milling companies such as Horizon Milling, ADM, ConAgra, General 
Mills and others. The outstanding quality of our products, verified by our new ISO 9001 -
2000 certification, allows us to be very competitive against these companies, ISO 9001 was 
developed by the Intcmational Organization of Standards and is accepted by more than 91 
countries. These standards require us to document our current operational processes and to 
continually improve on these processes of producing and delivering products to our customers. 

Margins are under pressure. U, S. annual per capita consumption of flour decreased by 5 
pounds in calendar year 2001. Over the last 2 ycars1 16 flour mills wHh a total daily capacity 
of 13t900,000 pounds have closed in the United States. Some of the flour mills that have 
closed include mills located in Buffalo, NY; Huron, OH; Springffold, IL; Seattle, WA; and 
Jacksonville, FL. 

Our intent is to continue to maximize production volume, increase the percentage of bagged 
products, continue to aggressively market family flour and retail mixes, grow out· organic flour 
business anJ investigate new markets, new products and extensions of current product lines. 

We will continue to leverage our greatest strength -- our employees, whose efforts have given 
us an excellent reputation for quality and servic.~ in the market place, 
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State Mill T estlmony 
January 10, 2003 
Page 3 

Budget Request 

All operating funds are gcncrntcd from ,,roflts. Short or long-tenll needs are met by borrowing 
from the Bank of North Dakota. No funds or ffoancial assistance is received from the State, 

The budget request is for $30,018,282. This is an increase of $4, 776,988 over the revised 
current bieMium budget. The increase represents increases in both wages and benefits and 
other operating expenses. 

Wages and benefits increased $2,516,038 over the revised budget. Wages and salaries 
increased $946,447. This includes the addition of four FTE's and the annuaJ increases for 
employees. Temporary worker's pay, ◊Vertime pay, shift differential pay and benefits 
increased $1,569,591. The mill is in the final year of a five-year contract with the Local Union' 
No. I 35 of the American Federation of Grain Millers International, This contract expires June 
30t 2003. Contract negotiations will begin this spring on a new contract. The Union represents 
approximately 65% of the employees at the milJ. 

Operating expenses, excluding wages and benefits, increased $2,260,950 over the revised 
current budget. Increased interest expense accounts for more than 25% of this increase in 
operating expense. Insurance expense was increased at a 10% annual rate over the revised 
budget and utilities expense was increased at an 8% annual rate over the revised budget. The 
other general operating expenses were increased at a 4¾ annual rate, 

The transfer of funds to the General Fund has been budgeted for $S million for the biennium. 
This is a $1 million decrease from the prior biennium, 

Thank you for your time and consideration of our budget request. I wilt be happy to answer 
any questions. 
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NORTH DAKOTA MILL 
BUDGET REQUEST DETAIL 

Orlglnal R1vl1ed 
Budget Budget 
01-03 01-03 

W.ge1 & Benefit! 
Salarles 9,013.466 9,013.466 
Temporary, Overtime, Shift Dlfferentlal 1,906,236 2,206,236 
Benefits 219681116 21968, 116 
Total --1.!_887,818 14,1871818 

FTE 121 121 

Qptratlna Expense 
tT - Telephone 164,000 164,000 
Travel 313.464 313.464 
IT -Sortware/Suppllas 79,500 79,600 
Utllltles 2,016.631 2,615,531 
Postage 60,874 60,874 
IT-Contractual Services 46,500 46.500 
Lease/Rentals-Land (track rent) 12,577 12,577 
Dues & Professional Development 113,145 113,146 
Operating Fees & Services 788.418 1,288,418 

..... ~ Repairs 2.422,058 3,122,068 
Professlonal Services 103,818 103,818 
Insurance 520,964 1,620,964 
Offlr.e Supplletz 67,898 67,898 
Professional Supplies & Mat'I 202,484 267,484 
Misc. 594,256 829,265 
IT~Equlp under $5,000 481000 48,000 
Total 7,553,476 10,753i476 

Total Wages, Benefits & Op Exp. 21,441,294 _ 24,941,294 

Agriculture Promotion 50,000 50,000 

Emergency Fund 250,000 250,000 

iOTAL BUDGET 21,74'1,294 26,241,294 
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Propo1ed Iner, over 
Budget Revl1td 
03-05 Budget 

9,959,913 946,447 
3,391,510 1.185,274 
3,352.4~ 384,317 _ 

18,703,856 2,5161038 
125 4 

175,000 11,000 
328,849 15,385 
90.000 10,600 

3,052,362 436,831 
70.109 9,235 
60,000 13,500 
16,000 3,423 

140,149 27,004 
1,882,759 594,341 
3.480,809 358,751 

171,181 67,363 
2,162,641 541,687 

63i106 (4,193) 
292,156 24,672 
974,706 145.451 
64,000 6,000 

13,014.426 2,260,950 

_g9,718,282 _ 4,776,988 

50,000 

250,000 

30,018,282 4J76,988 
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STATEMENT OF NET ASSETS 
June 30, 2002 _______ _,.;.,;_;;_,;,,,,:,:,..::.:.:.=--------

ASSETS 
Current assets: 

Cash and Cash Equivalents $ 512.729 
Receivables (Net) 12,944,156 
Inventories· 9,895,616 
Prepaid Expense 364,386 

Total current as~ets $ 23,716,887 
Nonourrent assets: 

Patronage Capital Credits $ 62,093 
Other Assets 13,150 
Capital Assets (See Note 6) 31,596,343 

Total noncurrent assets $ 31,671,586 
Total assets $ 55,388.473 

LIABILITIES 
Current llabllltles: 

Accounts Payable and other llabllltles $ 2,630,733 
Notes Payable 3.352,512 

Total current llabllltles $ 5,983,245 
Noncurrent llabllltles: 

Notes Payable $ 2,139,245 
Compensated Absences 563,529 

Total noncurrent llabllltlt~s $ 2,702,774 
Total llabllltles $ 8,686,019 

NET ASSETS 
Invested In capital assets, net of related debt $ 26.110,571 
Unrestricted 20,591,883 

Total net assets $ 46,702.454 

The Accompanying Notes are an Integral Part of the Financial Statements. 
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STATEMENT OF REVENUES, EXPENSES ANO 
CHANGES IN FUND NET ASSBTS 

For the Flscal Year Ended June 30. 2002 

OPERATING REVENUES 
Net sales 

Total operating revenues 

OPERATING EXPENSES 
Material Cost 
Manufacturing 
Selling Expense 
Ge:1 ieral and Administrative Expense 

Total operating expenses 
Operating Income 

NONOPERATfNG REVENUES (EXPENSES) 
Interest Income 
Interest Expense 
Miscellaneous Income 
Loss on Sale of Capital Assets 
Other Expense 

Total nonoperatlng revenues (expenses) 
Income before transfers 

Transfer to Industrial Commission 
Change In net assets 

Total net assets - beginning 
Total net assets .. ending 

$ 80,960,600 
$ 80.960,600 · 

$ 66,040.472 
10,228,614 

917,317 
1,069,142 

$ 78,255,545 
$ 2,705,055 

$ 13,979 
(311,855) 

65,479 
(255.729) 

_ (292,334) 
$ . (780i460) 
$ 1,924,595 
$ (27,902) 
$ 1,896.693 

44,806,761 
$ 46.702A54 

The Accompanying Notes are an Integral Part of the Financial Statements. 
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TO: 

FROM: 

DATE: 

Representative Ron Carlisle, Chairman 
Government Operations Division 
House Appropriations Committee 

Vance Taylor, President & General Manager 

January 14, 2003 

RE: LEGISLATIVE COMMITTEE HEARING - JAN. 10, 2003 
HOUSE BILL NO. 1016 BUDGET NO. 476 

NORTH DAKOTA MILL & ELEVATOR ASSOCIATION PROFITS & TRANSFERS 

The State Mill is estim~tlng profits of $2,600,000 for fiscal year 2003. This would 
result in profits of $4,424,696 for the biennium. Before June 30, 2003 the MIii 
will transfer $6,000,000 to the General Fund. Since profits are less than the 
transfer, the net asset position at the Mill will decline approximately $1,675,405 in 
the current biennium with the $6,000,000 transfer. 

We are currently projocting profits of $5,000,000 for the 2003-2005 biennium. 
The budget calls for a $5,000,000 transfer to the General Fund in 03-05 biennium. 
Since profits equal the amount of the transfer to the general fund, the net asset 
position at the mill ls expected to remain unchanged. 
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2002 SIRATEGIC PLAN RESULTS 

strategic Thrun 1 

Promote and Support North Dakota Agriculture, Commerce and Industry 

• Successfully re-Introduced panoako mixes 
• Developing several new organic flour and mix products 
• Attended 2 International Trade Shows 

Bio-Faoh in Nuremberg, Germany 
Food Ex in Tokyo, Japan 

• Developed new Japan export business 
• Dakota Pride Cooperative 

Strategic Thrust 2 

Hired employee to market IP Projects 
Forming a new joint venture which will own rights to seed 
varieties 

0 Increase the Earnings Potential of the North Dakota MIii 

• Base customer sates margins increased by 6 % 
• Production, shipments and sales - achieved record highs 
• Cost/cwt. and owts./manhour - achieved record lows 
• Bulk flour systems and wheat handling projects completed 
• Maximizing by-product values with new pellet mill 

Strategic Ttiruat 3 

Focue on Our Customers 

• Several new industrial spring wheat customers added 
• Retail shipments increased by 1 8 % 
• Organic shipments increased by 108% 
• WIii complete ISO 9001 - 2000 Certification by the end of the year 
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Strtt•alc Ihru,t 4 

Dev•lop end Grow our State MIii Employee, 

• Completed performance reviews with all employees with an emr,hasls 
on career objectives 

• Continued computer skills training 

Str1t1glo Thru1t § 

Improve Technology 

• Completed upgrade of North Dakota MIit web site 
• Initiated eleotronlo data Interchange with sev&ral vendors 
• Developing long term technology plan for the plant 

Strategic Thru1t Q 

Expand Internal and Extemal Communication, 

• Holding quarterly meetings to dl8ouss financials, etc, 
• Holding monthly departmental meetings 
• Completed new employee evaluation forms 
• Completed employee and customer surveys 
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NORTH DAKOTA MILL & ELEVATOR ASSOCIATION PROPERTY INSURANCE 

Insurance coverage for the State MIii begins with the Fire and Tornado Fund who 
are the primary Insurers of the MIii. However, the Fire and Tornado Fund has 
determined that the size of the risk at the MUI is too high and relies completely on 
reinsurance for the MUL Currently we work with them to find reinsurance carriers 
for the property Insurance needs at the MIii. 

Therft are very few insurance companies Interested in Insuring grain elevators or 
flour mills due to the Inherent dangers of the industry. Last summer the MIii was 
able to find three groups that had an Interest in insuring the State Mill. Upon 
learning that they would be providing reinsurance and not be the primary Insurance 
carrier, two of the groups declined to bid on the coverage. In disoussion with 
them, they Informed us that they woufd be Interested If they were the primary 
carrier and not a reinouranoe carrier. They Indicated that agreements they had with 
their reinsurance carriers required them to be the primary carrier and since the Fire 
and Tornado Fund is the primary insurance carrier, they could not carry our 
insurance. 

Today, as noted above, the Fire and Tornado Fund Is our primary insurer, They 
have passed through to reinsurance carriers 100% of the Insurance risk. The 
reinsurance companies are Lloyds of London and ACE Insurance Company. The 
Mill ls Insured to the maximum probable loss of $40,000,000. Lloyds of London 
has a $10,000,000 reinsurance limit and ACE Insurance Company has a 
$30,000,000 reinsurance limit. The deductible is $600,000, 

The events of September 11, 2001 had a significant impact on the Mill's 
Insurance costs. The renewal date for Insurance at the Mill ls October 1, We were 
negotiating with the reinsurance carrier at the time of the terrorists attack. The 
insurance oost before September 11 was $262,056 and we had property coverage 
of $141,747,188 with a $100,000 deductible for all losses except flood, which 
had a $600,000 deductible. Following the attack, insurance companies stopped 
writing Insurance coverage in order to assess the damage done and the associated 
oosts. It was in the last few days of September that we were able to find 
reinsurance coverage. The cost of this coverage increased to $809,640 and the 
property coverage was decreased to the maximum probable loss of $40,000,000, 
The deductible was Increased to $600,000, This was a 309% Increase in cost for 
much less coverage. 
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NORTH DAKOTA MILL & ELEVATOR 
10 VEAR PROPERTY CLAIMS HISTORY 

Lou Pa Deectle!!!'! 
1'&11663 Fire 

No Clalme Submitted 

9/21t1ii8 di '5remtl Power 6otaoe 

Loul>MI oe.crt~ m1M eo11er-,n«Y LOIS 

~ LoN OMI. DNcriptlon 
1 ffl1H1 Flood 
,,_ -4/20/1997 Flood 

Lou 0.. DMcrfOdon amv~ • M « 

LOIi 0.. .. DNCrf~ 
7/5/1§§§ Power aitrre 

No Claims Submitted 

Lou o• Dncriptfon 
818/2001 Winci 

No Claims Submitted 

TOTALS FOR PROPERTY CLAIMS 

All of 1/13103 

RtHf'Ve 
I 

0 

6 

0 

0 
0 

0 

0 

0 

0 

Paid 

Paid 

Paid 

Paid 

Paid 

P_,d 

Paid 

0 

0 

b 

$257.837.52 
$352.315,33 
S610, 152.8S 

6 

0 

$55,783.13 

$865,935.98 
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January 21 , 2003 

The Senate ·and House of Representatives 
Rep. Rick Berg, House Majority Leader 
Senator Bob Stenehjem, Senate Majority Leader 
State of North Dakota 
800 East Boulevard 
Bismarck, ND 58606·0360 

Ra:: Your January 8, 2003 Request for Information 

Dear Senators & Representatives: 

Queation 1 : What Is the main purpose of your agency? 

The main purpose of the North Dakota Mill and Elevator Is best stated by our 
Mission Statement: 

The mission of the North Dakota Mill ls to promote and provide 
support to North Dakota agriculture, commerce and Industry, 
Provide superior quality, consistency and service to our 
customers. Grow the business and provide a profit to our 
owners - the citizens of North Dakota. Conduct our business 
with the highest integrity so that our employees, customers, 
suppliers and owners are proud to be associated with the North 
Dakota MIii. 

P.O. Box t 3078 / Grand Forks, ND 58208-3078 
Telephone: (701) 795• 7000 / Fax: (701) 795-7272 
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To pursue our mission we have developed the following strategic objectives 
for fiscal year 2003: 

• Promote and support ND agrloulture, commerce and Industry 
.. Increase the earnings potential of the North Dakota MIii 
• Focus on our customers 
• Develop and grow the skills of our State Mill employees 
• Improve technology 
• Expand Internal and e)(ternal communications 

Question 2: How do you measure th0 achievement of your purpose? 

The North Dakota MIU and Elevator's finanolal results are reported 
perlodicalfy throughout the year, These results provide a good measurement 
of MIii business activities and profits. Our positive impact to the local 
economy results from wheat purchases (18,000,000 bu. per year), payroll 
($6,500,000 per year), and other operating expenses ($7,500,000 
per year). 

Question 3: What can the leglslature do, flnanclally and otherwise, to help 
you achieve your purpos• '1 

The MIii has enjoyed strong support from the Legislature since it's Inception 
in 1922. We look forward to a continued team effort in the years to come. 

Question 4: How can you report (measure) your results so the public can 
eaally understand your purpose and evaluate your effectiveness? 

The North Dakota MIii's financial results are reporte1d on a quarterly basis to 
the public, 

If there are any questions on the above please give me a call. 

Sincerely, 

~;?;.~ 
Vance Taylof 
President & General Manager 
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3"28 Prepftrtd by the North Dlkoll LIGfaa.tlw Counoll 
atatf tor the HouN Appropriation• Govemment 
Operation, Dtvt1lon 

February 2003 

MILL AND ELEVATOR• DEBT INFORMATION 

The MNI and Elevator, total debt on June 30, 
2003, la numated to be $13,600,000, con,leting of a 
$2, 139,000 five-year term loan and an $11,4e1 ,000 
operating Hne of credft, Both of these debta are with 
the Bank of North Dakota, The term loan wlft be paid 
In full In 2006 and ha• an lnu.reet rate of 6,82 percent. 
There ta no prepayment penalty on thll loan. The 
o.,....tlng tine of credit fl avaNable for up to $17 miltlon 
and ha• a variable Interest rate which ohanget quar
teny. The current rate II 2.08 percent. There 18 also 
no prepa~ent penalty for the operating line of credtt. 

For the 2003-05 biennium, after making payments 
on Its term loan, the MIii and Elevator projects 
$6 mllllon of net Income. 'f'he MMI and eiev.tor-eaU
matea the June 30, 2006. balance on the term loan to 
be 1937,000 and the balance on Its line of credit to be 
$10,4 mllllon, The eatfmated llne of credit balance 
may fluctuate due to a number of factora, Including the 
price of grain, volume of grain n.-ded to meet orders, 
groa1 margins on product aalee, tranaportatJon coat&, 
Interest rates, etc. 
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Quality Millers Since1922 

Senate Appropriations Committee Hearing 
March 7, 2003 

Engrossed House BIii No. 1015 Budget No. 475 
North Dakota MIii & Elevator Association 

Mr. Chairman and Senators: 

My name Is Vance Taylor, I am President and General Manager of the North 
Dakota Mill and Elevator. With me today Is Ed Barchenger, our Controller and 
Finance Manager. 

With the completion of our renovation and expansion project last year, the 
North Dakota MIii Is now the 2nd large5t flour mill and the 11th largest milling 
company In the United States with annual sales of over $100 mlllfon. 

The complex Includes 5 mllllng units with the capacity to produce 2.7 million lbs. 
of finished product per day, a terminal elevator with total available storage of 
over 4,000,000 bushels of grain and a packaging center and warehouse 
capable of producing, storing and shipping large quantities of various sized 
bags of milled products. We process up to 62,000 bushels of top quality North 
Dakota spring and durum wheat per day, adding value to over 18,000,000 
bushels per year. All faclllties are located In Grand Forks. 

The MIii operates 24 hours per day, 5 to 7 days per week. Total current staffing 
Is 121 full time employees, 

We are primarily a spring wheat mill shipping 90% spring wheat products vs. 10% 
durum products. 65% of all products are shipped in bulk trucks or railcars vs. 
35% shipped In bags or totes. Organic spring wheat and durum products now 
make up 1.5 % of total shipments. 

Strategic Plan 2003 

The North Dakota Mill and Elevator has developed the followlng strategic 
objectives for fiscal year 2003: 

• Promote and support ND agriculture, commerce and Industry 
• Increase the earnings potential of the North Dakota Mill 

\ • Focus on our customers 
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1'J • Develop and grow the skills of our State MIii employees 
• Improve technology 
• Expand Internal and external communications 

r~o. Box I 3078 I (irand Forks, ND 58208-3078 
'lclcphonc; (701) 795-700<) I Fax: (70 I) 795-7272 
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State Mill Testimony 
March 7, 2003 
Page 2 

Mm B1n2vgtl2n and Expgnslon Protect 
Our Renovation and Expansion Project W(1s completed during flscal year 2002. 
The project was completed within the approved budget of $1? ,5 mllllon, This 
project provided for various upgrades In the terminal elevator, replaced 
obsolete grain cleaning systems, allowed for Increased tempering of wheat to 
24 hours, upgraded the A & B units, reflowed the K & D units and added a 
pelleting system for processing mill by-products. 

Benefits of the project Include: the milling of an additional 3,450,000 bushels of 
North Dakota wheat, Increased visibility for North Dakota agrlculturat products 
via the sale of 1,500,000 additional cwts. of flour, Improved mlll efficiencies, 
reduced operating costs per cwt. and decreased freight costs due to higher 
density of palletized by-products. All of this aUows the North Dakota MIii to 
continue to compete effectively and provide returns to the State. 

Markets and competition 
Our bulk and large package shipping area Is diverse but more concentrated In 
the Ohio River Valfey and on the East Coast. We also export product to the 
Caribbean and Japan. 

Our customers f nclude bakery flour distributors, re tall distributors, large bakeries 
and pasta companies. Sates are made by our In-house sales staff and food 
brokers. 

We compete with large milling companies such as Horizon MIiiing, ADM, 
ConAgra, General MIiis and others. The outstanding qualify of our products, 
verified by our new ISO 9001 - 2000 certification, allows us to be very 
competitive against these companies. ISO 9001 was developed by the 
International Organization of standards and Is accepted by more than 91 
countries. These standards require us to document our current operational 
processes and to continually Improve on these processes of producing and 
delivering products to our customers. 

Margins are under pressure. U. s. annual per capita consumption of flour 
decreased by 5 pounds In calendar year 2001. Over the last 2 years, 16 flour 
mills with a total dally capacity of 13,900,000 pounds have closed in the United 
States. Sorne of the flour mills that have closed include mills located in Buffalo, 
NY; Huron, OH; Springfield, IL; Seattle, WA; and Jacksonville, FL 

Our intent is to continue to maximize production volurne, increase the 
percentage of bagged products, continue to aggressively market family flour 
and retail mixes. grow our organic flour business and inves·figate new markets, 
new products and extensions of current product lines. 
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State Milt Testimony 
March 7, 2003 
Page3 

We will continue to leverage our greatest strength - our employees, whose 
efforts have given us an excellent reputation for quality and service In the 
market place. 

Budget Reayest 

All operating funds are generated from profits, Short or long-term needs are 
met by borrowing from the Bank of North Dakota. No funds or flnanclat 
assistance Is received from the State. 

The budget request Is for $30,018,282. This Is an increase of $4,776,988 over the 
revised current biennium budget. The Increase represents f ncreoses In both 
wages and benefits and other operating expenses. 

Wages and benefits Increased $2,516,038 over the revised budget. This 
includes the addition of four FTE's to staff a possible additional pocking shift, 
temporary worker's pay, overtime pay, shift differential pay and benefits. The 
MIii is In f he final year of a five-year contract with the Local Union No. 135 of the 
American Federation of Grain Millers International. This contract expires June 
30, 2003. Contract negotiations will begin this spring on a new contract. The 
Union represents approximately 65% of the employees at the MIii. 

Operating expenses, excluding wages and benefits, Increased $2,260,950 over 
the revised current budget. The Mill's Increased Interest expense accounts for 
more than 25% of the overall increase In operating expense, Insurance 
expense was increased at a 10% annual rate over the revised budget and 
utilities expense was Increased at an 8% annual rate over the revised budget. 
The other general operating expenses Vv'ere Increased at a 4% annual rate. 

The transfer of funds to the General Fund has been budgeted for $5 million for 
the biennium. This Is a $1 mllflon decrease from the prior biennium. The House 
further amended this to limit the transfer to the amount of the MIil's estimated 
profits for the biennium as projected by the Industrial Commission. 

Thank you for your time and consideration of our budget request. I will be 
happy to answer any questions. 
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State Bonding 

General Obllgatlon Bonds 
General obllgatlon bonds are secured by the full faith and credit and the 

general taxing power of the state, 

Artlcle X, Section 13 of the North Dakota Constitution provides for the 
Issuance of general oblfgatlon bonds of the State as follows: 

• The State may not Incur general obllgatlon debt unless evidenced by a 
bond Issue authorized by law for clearly defined purposes, 

• Every law authorizing a general obligation bond Issue must: 
• Provide for a levylng of an annual tax, or make some other 

provision, sufficient to pay the Interest semlannuatly and the 
principal within 30 years from the date of Issuance. 

• Specfflcafly appropriate the proceeds of the tax levy, or such 
other provision, to the repayment of the principal of and Interest 
on the bonds. 

• The appropriation referred to above may not be repealed, or the tax 
or other provision discontinued, until both the principal of and Interest 
on the bonds have been paid. 

• General obllgatlon bonds In excess of $2,000,000 must be secured by a 
first mortgage upon either of the following: 

A. A first mortgage on real estate for no more than 65% of the 
value of the real estate. 

B. A first mortgage on real or personal property of State-owned 
utllltles, enterprises or Industries for no more than the value of 
the utllttles, enterprises or Industries. The State may not Issue or 
guarantee bonds secured by property of State-owned 
utilities, enterprises or Industries In excess of $10,000,000. 

Cunently, there are no outstanding General ObllgaHon Bonds of the Slate. 

Moral Obllgatlon Bonds 
A moral obligation pledge will generally require that the state ag~ncy 

Issuing the bonds must notify the Governor or other executive branch office by a 
certain date In the fiscal year that a bond reserve fund deficiency exists or Is 
expected to occur. The Governor or other executive officer Is then required to 
submit In the executive budget a request for an appropriation that will be 
sufficient to restore or cover the reserve fund deficiency. The Ste.de Legislature 
then has the discretion whether to provide the requested appropriation. 

For example, bonds Issued by the Municipal Bond Bank are (unless 
otherwise specified) moral obligation bonds. Subsection 1 of NDCC §6-09.4-10 
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State Bonding Definitions 
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requires the Bond Bank to establish and maintain a reserve fund equal to the 
maximum annual debt service on all outstanding Bond Bank bonds. Subsection 
4 of NDCC s6-09 .4-1 O provides that the legislative assembly may appropriate 
and pay to the Bond Bank for deposit lr1 Its reserve fund such sum as Is certified 
to the LegJslature by the Industrial Commission as necessary to restore the 
reserve fund to an amount equal to the required debt service reserve. 

Appropriation Bonds 
Appropriation bonds do not carry a moral obligation as defined above 

nor are they general obligatfons of the state; they are payable solely from 
biennial appropriations of a specific source or from pooled revenues from 
various sources. For example, the Water Commission was given authority to 
Issue bonds for water development projects with the primary source of payment 
being appropriations from the Water Development Trust Fund. N.D.C.C. §61 .. 
02.1-04 (The Water Development Trust Fund has as Its source of funding the 
monies received from the Tobacco Settlement Trust Fund. If there are Insufficient 
funds available In the Water Development Trust Fund from tobacco settlement 
payments, then funds are to be drawn from a) the Resources Trust Fund, b) other 
available current revenues, c) other revenues of the Water Commission and d) 
biennial earnings of the Bonk of Norlh Dakota.) 

The North Dakota Building Authority issues lease revenue bonds which are 
a form of appropriation bonds. The Authority looks to the teases (which provide 
for a lease rental payment every six months) entered Into between the Authority 
and the State Agency to repay the outstanding bonds. The leases are 
structured for successive two-year terms. In the case of the Building Authority the 
majority of the lease payment frorn the State Agency comes from the General 
Fund that Is appropriated each biennium by the Legislature, (although some 
lease payments originate from federal or other funds available to 1 State 
Agency). These bonds are sold with the understanding that the lease rt :als are 
repayable (primarily) from biennial appropriations and that the Legislature Is not 
required to appropriate funds for the lease rentals In future blenr1la. 

Revenue Bonds 
Revenue bonds are not general obligations of the State; they are payable 

solely from revenues from a specific; source or from pooled revenues from 
various sources. There are different sources for repaving revenue bonds. State 
Issued revenue bonds are as follows: 

Mortgage Revenue Bonds 
The North Dakota Housing Finance Agency Issues mortgage revenue 
bonds. The proceeds from these bonds are used to buy home loans from 
lenders and the repayment of these loans provides funds fo,· the primary 
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debt service on the bonds. HFA bonds are not debt of the State, but ore 
full faith and credit obligations of the HFA (to the extent of available 
funds). 

Other Revenue Bonds 
• There are several other types of revenue bonds issued by the state. 

First, the Industrial Commission Issues student loan revenoe bonds 
{which are similar to mortgage revenue bonds). The proceeds from the 
student lodn revenue bonds are used to purchase student loans 
primarily from the Bank of North Dakota. The payments made by 
students on the loons (the revenues) are then utlllzed to repay the 
bonds. 

• The University System has Issued several different types of revenue 
bonds. ,Parking lots are often financed by revenue bonds with the 
parking fees (revenues} used to repay the debt. The same applies for 
student housing, student unions and technology bonds. 

• The Water Commission has Issued revenue bonds for the Southwest 
Pipeline Project and for a small portion of the NA WS Project. The main 
source of repayment is water user fees. 

Payment Sources 
Each type of issue reflects a different source of repayment should there 

be a default. The only bonds that require that a tax be levied to pay for debt 
service are the general obllgation bonds. The State has no general obllgation 
bonds outstanding at this time. 

All the other bonds must clearly state In the legal documents and official 
staternents that the bonds are not a general obligation of the State of North 
Dakota and the bondholder can only rely on the revenue or other sources that 
are pledged. Typically an official statement for the bond Issue wlll Include a 
paragraph that states something similar to the following: 

11The Bonds do not constitute debt of the State or ony agency or political subdivision 
thereof, neither the faith or credit nor the taxing powers of the State or polltlcol 
subdivision thereof ore pledged to the payment of the prlnclpal or Interest on the 
bonds." 

Bonding Authority 
Attached Is a chart which shows what entities have authority to Issue 

bonds, the security and repayment sources for each type of bonds, any 
limitations, amounts outstanding and the statutory reference. 

01/27/03 

' ',•r ,,,r'.,• I• ' ' !/ 

Karlene Fine 
328~3722 

Tttt Mfcrotr.,fc , .... on thft fH• •r• 1CC1Jr1te reproductfone of recorde dllfv.rtd to Modern 1nfort111tfon tytt._ for Mfcroffl■f and J• 
wtr• fUlllld fn tht reoul1r ccur11 of butfnttt, The photcoraphfc procttt 111Ht1 1tlndlrdl cf the ANrtcan Nttfonal ttandardl 1ne~tutt . ' 
(AMII) for arthfv•l Mfcrofftm, NOTICII If the filmed fMIOt lbovt ft'"' teofbl• thin thf• Notfct ft ft dut to th• ..... lftu of th• 
doNMnt bef nt ff tMtd. ' ,,_ , 

' q,e1Q.~1"'1M'fuf~/y,.~ . 1013q},93' 

' 

J 



r~ 
l
_i .... 
~ ... ~ ~------o ..... .-~ 

~~1, 
-· Jt ~a;-~ 
~ -~--,..o 

-<~ 

liil 
,;o 
~.,:, 

::o~ 
30-• ij. 

g:; 
::2.• 
n{• ffl ... - . 
-it 
-il ! ....... ~·. . ... ..... 
~:r~ -·· !lt 
1& .... , ... ;-JG 
l:~ ....... _gg 
••o .... 
i· • •la--... _ 
a•<" --· c,-,., 
;!& 
... it- ... 
~ ... o 

!!~ 
~~t ... , 
z":To•, ... ~ ... -.o i ... j - on 
::!i 
-zf •• ... ~- ... 

.... 

•ii ... -o.-;;.;~ 

L 

• 1t· !i! - -..... .-. 
<i~~ 
~::.~ .... .... ~l :-. 

L-. 

--·-~ ----- - -~~~·--

f 

\. 
'.-c...) 

~-' 
) 

Issuer TypeofBond Security Source* Sourcaof Various Umllatlon- Amount stalutcry 
Repaymant Outstanding Ral'aNnca 

•ofll3Ml2 
Ind.Cammi~ ;ion/ Revenue Agricultural roans Loan Repayments - $0 4-36 
Aaricuttural Bonds Bonds 
North Dakota Lease Deedi1ease held on the Biennial Gtn,ral Fund appropriation cannot exceed 10% of $92.275,000 54-172 
Building Authority Revenue/ facilities eHher appropriations 1 % of the sales use. motor vehicle tax as of 12/31A>2 

Appropriation constructed or [mcluding General -
Bonds rehablTltated Fund and Local 

Match Funds) 
Housing Fmance Mortgage Revenues from Mortgage loan - $711.640,000 54-17 
Agency Revenue Mortgages held on repayments and 

Bonds homes and multi-famly reserve/investment 
- ' 

facifities income 
Industrial Revenue Letter of Credit from Biennial No linitations except to the extent of funds $3,755.000 as 54-17.5 
Cormission/ Bonds Bank of Nocth Dakota appropriations from available in the Lignite Researdl Fund for debt of12/31/02 
Lignite Research 1he Lignite Research service paymen1s 
P.~ ...... Fund 
Municipal Bond Moral Political Subdivision Loan repayments Capital Fmancing Program has rating agency & IC $143,240,000 64.l!t4 
Banlc Obligation bonds from poflticaf limifation of $75,000,000. SRF Program ._ 

Revenue subcflVisions 
Bonds 

Natural Resource General Taxing Authority of the Loan repayments Together with all GO debt 5% of fuU and true value $0 21-11-08 
Bonds: Obiioation State Of all faxable--~Y 
Govemor& General Real Estate mortgages Payments from Real $150.000,000/65% of the value of real estate $0 154-30 Treasurer-Real Obligation & a commitment to Estate Loans and mortgages 
Estate Bonds levy a statewide mlf Statewide Milf levy 

Iew 
lndUS1rial Revenue Student Loans Student Loan - $190,504.800 54-17 
Commssion/ Bonds guaranteed by payments 
Student Loan Guarantee Agency and - Federal Government ........... m 
University System Revenue Revenues from the Parking Fees, Each proieet rrustbe approved by the legislature. $62.301,000 15-55 

Bonds fees Housing Fees, No overall limitation 
Student Fees 

Water Comnission Revenue Revenues and Collection of User Statumty limilation of an aggragate of $2 mllion MS,629,980 61-24.3. 
Bonds earnings Fees; unlessLegisfatureaulxxtzas a hlgheramounti>r a 61-24.6. 61-
Appropriation Water Development specfflc profect {SN pipeline has a limilafion of 02.1 
Bonds Trust Fund $25,000,000; NottftwestAraa Wafer Supply project 

app;-opriafion does not tuwa such a lmllalion. Wrl« deVelopment 
bonds lknilad m $71.300.000.l 

~ Sources also indude reserve funds and other invested funds and accourdS that are prcwided for in each band issue. Generally 1hese rese,ve funds represent up to one 
yesfs debt service or 10% of the bond issue. Balances in the reserve funds are generally used to make the final debt service payment. -,11e Federal Government has established an overall volume cap for Private AdMty Bonds that is $228,580.000 for calendar year 2003. The S!udent Loan Revenue Bonds and the 
Housing Finance Agency Revenue Bonds fall within the P:ivate Activity Bond Volume cap. 
-nae issuance of additionc?I bonds is subject to adherence to bond d.x:ument requirements and satisfactory program cash flows. 
~orth Dakota Bwlding Authority Bonds issued for Ene.rgy Conservation Projects, by raw, are not under the 10% of 1,r. sales tax limitation. Ravfsecf f/21/83 

,.~~. -.··.,..V-·--_·.,. ---·----...~ -·- ___ .,__,,,._ - " -------•---r•~--,~~------.,....,-,•----.. •----••-- .. ,-.._, .. _________ --~--,;-

, 

;
H 

~~~·l. 

i. 

-



,. 

.,p!!J :.- .. --~ ~; 

I 
..... ,~ 
~ .... ~ ~------o 

ff'-41,~, 

,r~ll 
-· Jt ~;: ;'!f-

':r -~--,...o 
-<~ 

Jiil 
o .... ,.o 
~,~ 

:=oS'-30_ 
-ij• -~-~ ::!~• ~r· ...... - . 
-ig 
--! .... , ~-. . ... 

-ce 
j:!r-. -·-. 
~!t 
ia .. 
~ii 
i~o 

-v.,, 
.-gg ••o _a,,, 
I <a> 1-
• ! t--... -3•--.i u- .. , 
.!&. ....... 
:-io 
!o~ ':,-· - ., ... , 
z:':,
o•::s ... ~-.0 ;:?..i 

0 ... 

;;"!i 
-zJ --t~ .. .. ti 
0 -;;f~ 
• 1-• !ii - -,. __ 
<i~ 
~:!.i ... 
~!i.l •• 

., ... 

~ 

L 

:;:-.~ 

! ----~--- •·· 

I 
, 

-\ r-, 

.c, () 
Bonding Bills Introduced 2003 Leaislative Session ' 

BUI Purpose Issuer Amount of Bonding Source of Repayment Related I Other 
Authortty I .... 

' on t 

HB1003 K"igher Education appropriation Board of LRSC-$375,000 Various revenues- primarily None 
I bill. lncludes authority for Higher NDSU -$11,000,000 student fees. 

issuance of revenue bonds for Education Amendments proposed for: 
various projeds. BSC-$1.785,000 

! Mayville - $3,000,000 I 
! i 

UNO hanger $2,000.000 l ; 

UNO WeUness $8,000,000 I l 

I UNO Athletic - $13,000.000 ! 
HB1022 ITO appmpri~n bill. North~kota $20,000.000 ITO charges in subsequent HB 1162as it Is outside the 10% of : 

Authorizing bonding to fund Building biennia. 60% to be paid by relates to more 1% of sales tax 
ConnectNO Authority Higher Education and 40% by efficient financing revenues s1atutofy 

! 
state agencies-either state or through NOBA fnnitation 

! 
; 

. federal funds (seeoaae2) : 
HB1023 Capital Construction bill. North Dakota Corrections-$2.66.2.890 General Fund appropriations in None I ls within the 10% of j 

Authorizes boncfmg for 3 Bt11lcfmg Dept. of Health -$614,865 subsequent biennia 1 % of safes tax i 
projects Authority Dept of Health -$960,000 revenues statutory ! . 

rrmitation ' 
HB 1023 Capital Construction bill. North Dakota UND - $1,951.214 Energy savings HB 1162asit Is outside the 10% of \ 

Energy Conservation projects Builcfmg NOSU - $1,0TT,977 relates to more 1% of sales tax : 

Authority Corrections - $105,326 efficient financing revenues statutory ; 
I 

through NDBA limitation ' 
(seeoaoe2} j 

HB 1369 EstabrlShment of a Farmers North Dakota No dollar amount Project Revenues None Amendments have l 

I Equity Fund lndustrial been offered to \ 
Commission remove bonamg i 

HB2021 Parks & Recreation North Dakota 15 pro.[eds 1Dtaling $1,477.500 Park Revenues None Amendments have i Appropriation Bill Building been offered to 
Authorizes bonding for projects Authority remove bonorng 

I 

I 

totaling $1.477.500 
' 

5B2022 Water Commission Water $60,000,000 Resources and Water . SB2193 : 
appropriation bill. Boncf mg Commission Development Trust Funds (see page 1) 

l 
; 

authorized for water projects S82258 : 
(seecaae 1) 

S82193 Devtls lake Outlet Bonding bill Water $20,000,000 Resources and Water S62022 : 
Commission DeveloDment Trust Funds CseePaoe 1l l 

S82258 Creation of Lake Agassiz Water No doDar amount Slated but Reso\.l!'C&S and Water SB2022 
Water Authority and authorizes -COmmission included in the dolar amount Development Trust Funds (see Page 1) 
Water Comrnissio."l to bond for inSB2022 
financing costs to derlV8f water 
to eastern ND t 
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Bills Introduced 2003 Legislative Session that Modify Bond Statutes 
or Transfer Bond Funds 

Leafsfation 
HB1003 

HB 1162 

l S82015 

f S82232 

.~~--::~ri-;_ ~_ .... ~'.::~-:,-,,._'"'" 

Purnose 
Higher Education appropriation bill. Includes transfer of 
$17 .258.969 from the Student Loan Trust for three programs: 
$5.000.000 for estabf1Shment of Centers for Excellence; 
$4.000,000 for EPSCoR; $8,258,969 for student grant 

iramS_~ 

To allow the Industrial Commission. acting as the North Dakota 
Building Authority. the flexibility to consider various financing 
options the Authority could utmza in obtaining cash from the 
capital markets for projects approved by the Legislature and 
updates statutorv Jan 
Office of Management and Budget appropriation bilt Includes a 
transfer of $9.()Q(tOOO from the Student Loan Trust 
Authorizes the Industrial Commission the flexibility as the 
Student loan Trust to issue bonds for '"the pubr1e•s benefit'"_ 
This bill was introduced to allow the Student Loan Trust to 
maximize its earnings potential by the issuance of residual 
bonds_ (Enables the Trust to retain within its assets the 9.5% 
earning student roans and sbll provide the $26.258.969 transfers 
as prooosed in the Governor"s Executive Budaet' 

----

Related Laalslatlon 
S82232 
{seePage2) 

HB1022 
{seePage1) 
HB 1023 as it relates to energy 
conservation projects 
seePaae1 
$82232 
·seeoaae2 
HB1003 
(seePage2} 
S82015 
(seePage2) 
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Status of Bondina Bills for State Entities - 2003 Leaislative Session (As of Crossover) 
BID Purpose ........ Amount of BondJno SourctofRapaymellt IWalad Other 

a ·- - I ... -~-
H81003 H"igher Education appropriation Board of LRSC-$375,000 Various .-.-.--pdnwll)- None 

bill fndudes authority for Higher NOSU-$11,000.000 atudentfiees 
issuance of revenue bonds for Education BSC- $1,785,000 
various projeds. Mayville- $3,000,000 

UNO hanger $2.000.000 
UNO Welness $8.000.000 
UNO Athfetic.-$13,000,000 l 
vcsu -$3,300.000 

Includes authority for issuance ND Building OSU - Murphy Hal - Begilaling in 1he 05-07 biennium None Wilh 1he additional 
of lease revenue bonds for 3 Authority $5,882.047 General Ftl'ld appropriations and funds deposited in an 
projects VCSU -Bevator & Exits- a pot1ion from an escrow account escrow account 

$785,300 {$1,310.00010 come from GF ND8A wiD bewilhin 
Mayville- Steamines- dolars in 2003-2005 HE budget). the 104;. of 1% of 
$1,355,000 Nao local match dolars from sales tax revenues 

OSU IS250000l. statulorv limilation 
H81022 ITD appropriation bill. NO Buikfang $16,400.000 North Dakota Unlversity Systam None Amendments to be 

Authorizing bonding to fund Authority revenues offaradtobave 
ConnectND Board of Higher Ed 

beetelssm,-Si:'K:e 
the Univelsily System 
is the sole provider-of 
th8 repayment 
revenues 

HB1023 Capital Construction biL North Dakota Corrections -$2.662.890 General Fund appropriations it None Is included under the 
Authorizes bonding for 3 Building Dept. of Health - $614,8659 subseqlattbiennia 10% of1%ofsaJes 
projects Authority Dept. of Health-$960,000 ~ amount is to be reduced by tax revenues 

funding that may be recelved for statulofy limitation 
bio1arrorism - ---

Energy Conservation projects North Dakota UND-$1.951,.214 Energy savings None ls not incbded in the 
Buikfmg NOSU - (!"I 077,977 10% of 1% of sales 
Authority Correcb... . -$105,326 tax revenues 

statutory limitation. 
sinCe no additional 
state general fund 
appmpriationis 
required for debt 
service :s 

S82022 Water Commission Water $49,523.771 WaterOevafopmentTrust:Fund S82193 
appropriation blll. Boncfmg Commission (seepage 1) 
authoriZed for water projects 

S82193 Devils Lake Outlet Bonding bill Water . $20.000,000 Water Development Trust Fund $82022 
CommissiOn (seePaae fl 
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SB2258 Creation of Lake Agassiz WIier No dolaramocdltallld. U..FeN None 
Water Authority and aulhorizas Commrufon 
Water Commission to bond for 
financing costs to deh3r water 
to eastern NO 

S82416 Authorizes bonding for 3 · NO Building $5.000.000 Rewlnues and donations None Is not included in lhe 
H'IStorical Society projeds: Authority 10% of 1% of sales 
Heritage Centar$6.000.000 tax AMKIUeS 
FortAbelaombl& $1,000.000 stalulDty inlilalic).1 as 
Chateau de Mores $1.000.000 no general fund 

appmpnations are to 
be used i:>rdebt 
senrica ts 
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Bills 2003 Legislative Session that Modify State Entity Bond Statutes 
or Transfer Student Loan Trust Bond Funds (As of Crossover) 

•---auon - - Relatacf 1 
- ....... n . --------

HB1003 Higher Education appropriation bDI. Includes transfer of $82232 
$13.258.969 to the General Fund from the Student Loan Trust. {seePaae3l 

HB1019 Department of Commerce appropriation. Includes $1.000.000 $82232 
transfer from the Student Loan Trust to the General Fund lseePaae3l 

HB 1022 lnfonnation Technorogy Department appropriation. Includes SB2232 
$3,000,000 transfer from the Student Loan Trust to the General (seePaga3) 
Fund 

S82015 Office of Management and Budget appropriation bill Includes a $82232 
transfer of $9,000,000 to the General Fund from the Student (saePage3) 
Loan Trust 

S82232 Authorizes the lndustrial Commission the flexibility as the HS 1003, 1019, 1022 
Student Loan Trust to issue bonds for '"the pubrlC's benefit'". (seePage3) 
This bill was introduced to allow the Student Loan Trust to $82015 
maximize its earnings potential by the issuance of residual {saePage3) 
bonds to be sold to the Bank of North Dakota. {Enables the 
Trust to retain within its assets the 9.5% earning student loans 
and sbll provide the $26,258.969 transfers as proposed in the 
Governor's Executive Budaet) 

SB2335 Authorizes the Bank of North Dakota to invest in alternative and 
venture capital investments and early-stage capital funds up to 
$5.000.000. Allows Bank to seek reimbursement from Student 
Loan Trust for any losses incurred by the Bank in these types of 
investments_ 

Updated as of February 25. 2003 
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NORTH DAKOTA BUILDING AUTHORITY DEBT SERVICE 

2003A 
19988 19988- 1993A 2002C 20020 ~ 

:iiennium 1991-1986 1992 1990 19938 1995A 1998A 1998C 2000A 2001A 2002A 20031r Totlfs Source 
2003-05 2.371.725 589,075 5.479.013 2.067.370 2.875,763 1.320.063 780.460 735.704 1~756 697.938 0 18.463,867 2.CS.018 
2005-07 2.232.263 598,806 5.513,625- 2.027,420 2.734.765 1,324,929 719,071 741,870 2.095.753 1,000.338 873.261 19,922.101 2.398..625 
2007-09 2.078.sn 0 6.003.338 2,414.501 2.851.384 1,322.000 7-43.035 7-43.954 2.099.721 1,001.176 878.079 20,136.160 2,391.645 
2009-11 1.895.834 0 0 2.394.120 2.989.584 1,320.411 0 741.791 2.115.115 1.001.~ 875.006 13,333.307 1.&13,072 
_:ott-t3 0 0 0 2.380.520 2.996.390 1,322.403 0 744.148 2:. 118.015 1,000,429 875,006 11,436.911 1,509,533 
~0,3-15 0 0 0 1.077,650 2,996.405 1,322.634 0 745.659 2.132.153 998.959 873,291 10,146.751 937,647 
:015--17 0 0 0 0 2,970.488 1,317.319 0 749,763 2.155.288 994.148 874,384 9,06':.390 807.699 
~017-19 0 0 0 0 0 651.214 0 7ST.m 2.167.538- 1,000.049 sn.295 5,459.878 813,453 
2019-21 0 0 0 0 0 0 0 0 1,910,281 1,005.320 875,!39 3,791,440 a-17.053 
'021-23 a 0 0 0 0 0 0 0 853.160 456.741 425.340 1..309.901 371.153 
-O!ais 8.578.794 1.187.881 16.995.976 12.351,581 20,414.779 9.906.973 2.302.566 5,960,671 19,193.780 9~156,544 7,.-i_7 ,5G1 113,061.706 14,.337.898 

4.67% 4.61°4 3.86% 4.01% 4.17% 5..11% 424% 5.51% 5.02% 5.02% 4.86% 

Revised 01101/03 
- •fnclu<fes funding for the 3 projects ($4,237.755} in the 2003-2005 Executive Budget for the Staflt Health Department and Oepedn1e11tf1 Comldians.. 

-The December 2002 preliminary forecast used for the 2003-2005 biennium with a 4% increase each subsequent biennia 

1..01-03DEC4CAST 

.i~- -.~."'~:--_:.,,.~_;.~-;~:-... -~-·j~f#---~~~ 

-- ---- -~»~-- -•·••a,--

_) , 

Total 10% otS.O, 
Gen. Fund Sales Tax-

15.985.1¼9 i7.533..26v 
17.52,3.476 t823,1-5"T, 
17.744.515 18.963.995 
11.520,235 19.722..555 

9.927 .378 20.51i .458 
9,209.104 21.331.915 
8253.691 22.. ,es_ 193 

4.646.425 23.0n.600 
2.974.387 23.995.~ 

938]4e 24..955.324 
98.723.808 

A. ""31iable 

OebtSer 
-1_~7_431 

711.135 
~219.481 
8.202.320 

1u584.u80 
12.122.812 
13.E:31..502 
i8.-426_i75 
21.021.117 

24.016.575 
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North Dakota Building Authority Debt Service 
Energy Conservation Projects 

Biennium 02A&B 2003C* Totals 
2003-05 1,367,125 0 1,367,125 
2005-07 1,214,828 819,422 2,034,250 
2007-09 1,369,154 824,795 2,193,949 
2009-11 438,487 814,508 1,252,995 
2011-13 8,982 809,679 818,661 
2013-15 0 815,301 815,301 
2015-17 0 431,724 431,724 

Totals 4,398,576 ____ 4,515,429 8,914~005 

Revised 01/09/03 
*lncludesfunc:fmg for the 5 projects {$3.134.517) in the2003-2005 Executive 
Budget for the North Dakota University System and Department of Corrections. 

Energy Conservation 
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NORTH DAKOTA BUILDING AUTHORITY DEBT SERVICE 
2003A. 

19986 t~ 1993A. 2002C 20020 ()Is Tolll 1a.af$.01 1w 1 t!e 
Bienaium 19S1-1966 1992 1990 19938 1995A. 1~ t998C 2000A. 2001A 2002A 20038-- ~-· Tallis Scalta Gen.Fund Salla'fai(' O.Slr 
2003-05 2.371.725 589.075 S.479.013 2.067,370 2.875.713 t.320.063 780 • .., 735.704 1.5C4,.751S 1117.138 0 0 18."'3..IIST 2.~018 15... 17.533.2IO 1.5'7."3:I 
2005-07 2232.263 598.806 5.513.625 2.027.4'/JJ 2.734.765 t.324,.929 779,071 741,870 2.095.753 1,000.336 173,.2.61 1.580,144 ~.412:,14,5 3,248.625 18,234.320 'te,234.611 291 
2007-09 2.078.972 0 6.003.338 2.414.501 2.851,384 1,322.000 743.035 743.95( 2.099,721. 1,001.17$ 171..019 1,551,717 21,IIMW 2.73t.645 13.963 232 13,963.996 764 
2009-11 1.895.834- 0 0 2.394.120 2.989.584 1.320,411 0 741.791 2.ft5.1t5 t.001,4'6 175.00S t.555.3113 , ... ., 1,lt3.072 13.015.618 19.122.SSS $.&C6~ 
2011-13 0 0 0 2.380.520 2.996.390 1.322.403 0 744,148 2.118.015 1,000.G 875.008 1,556,674 12.983,5115 1,509.533 11.-...052 20.Stt.451 9.027.406 
2013--15 0 0 0 t.077.650 2.996.«15 1,322.634 0 745.659 2.132.153 --- 873.291 1.558.1.Q 11.705,191 937.647 10.768.251 21.331.916 1G.563.t65 
20t5-17 0 0 0 0 2.970.488 1,317,319 0 7.fSl.763 2.1-55,288 9fM,14 814.314 f.558.052 10,6'l9..f52 807.699 9.an.153 22.185.193 12.313.440 
2017-19 0 0 0 0 0 657.214 0 7ST.782 2,167.538 1,000.049 877.295 1,561512 7.021.450 813.453 62!11Jl97 23.CJ72.CIOO 1$MC.I03 
2019-21 0 0 0 0 0 0 0 0 1,110,281. 1.005.320 175.131 t.562.R 5,351.138 817JJ53 4.5'9 ~ 23.taS.SIM 19.&.419 
2021-23 0 0 0 0 0 0 0 0 853.190 4!58.741 .t25.340 739,651 1.301.iOt 37t.t53 938..748 24.955.3:k ~ 
Totals 8.~794 t.137.881 16.995.976 12.361.581 20.414.779 9,906.973 2.302.5fl6 5.980.671 1fU93,7IO 9.t5S.5'4 7.4ZTJiD1 13.212.748 125,5:M,803 15.521.898 t1O.0Q6.905 

4.67% 4.67% 3.86% 4.01% 4.17% 5.11~ 4.24% 5.51% 5.o2% 5.02% 4~ 4.77% 

Revised 01/01.103 
··rncludesfunc:!ingi>c-ltle3projects($4.237.755)in1he2003-2005Execulive8udgetfor1he&llleHealltl~and0epatn•itGIConectiona. 
-rncfudes funding for 3 Hig•Educa!ion projects lSS.022.347-0SU SS.882.047; Mayvi!la Stallt $t.355.000; vcsu $785,300) and s1. t90.000 a ot.ftnls:. 

["The December 2002 prelmnary forecast used for the 2003-2005 biennium with a 4% ina9u& each N>leql~bilmia.. 
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2003A. 
19988 19988-- 1993.A. 2002C 

Biennium 1991-1986 1992 1990 19938 
2003-05 ~371.725 589.075 5.479,013- 2..067.370 
2005--07 2.232.263 598.806 S.513.625 2.027.420 
2007-0S 2.078.972 0 6.003.338 2.414.501 
2009-tt 1.895.1!34 0 0 2.394.120 
2011-13 0 0 0 2.380.520 
2013'-tS 0 0 0 1.077.650 
2015-t7 0 0 0 0 
2017-lS 0 0 0 0 
2019-2t a 0 0 0 
2021-23 0 0 0 0 

0 
beZ001.Jdll 
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NORTH DAKOTA BUILDING AUTHORITY DEBT SERVICE 

20020 
1~ 1998A 1981C 2000A 2001A 2002A. 20038- 2003C'"" Totals 

2.a1s.m t.320.063 780.480 735.704 1.540.758 897.131 0 0 1a.cea.8157 
2.734.785 1.324.921 779.071 7,'1.170 2.095.753 1,000.331 173,261 1.560.844 21.482.945 
2.851,384 1.322.000 743,03$ 743-.954 2.089.72:t 1.acn.11S 178.079 t.551.717 21.&9o077 
2.983.584- 1.320.411 0 74'1.791 2.115.115 1.001.418 175.006 1.555.383 W.181.80 
2.996.390 1,322-.403 0 7 ..... 14 2. 118.015 1.000.GI 175.005 1.556.&74 12..993.515 
2.996.405 1.322.934 0 7.S.859 2.132.153 191.959 173~ 1.559.147 11.TOS.ne 
2.970.48& 1,317,319 0 7G.783 2.155.281 9M.1C 174.38' 1.551.062 10.61i.452 

0 857,21.4 0 757.782 2..167.531 1.000.0CSI 177.295 1,561,572 7,02.1.450 
0 0 0 0 1.910,291 1,005.320 175.131 1.562.15N 5.354,138 
0 0 0 Q m.teo .CSS.741 ClS.340 739.e51 1,309.90'! 

Ottler' 
Saun:e 
2.4171.018 
:it,..Q0,225 
2.920.045 
1,113.072 
1.D.533 

937.MT 
807.eN 
813.453 
117.053 
37:!:153 

\ r' 

TCl&al 1~ af$.01 At l ?kt 
(ian.~ S.-T.e a.ts. 
15.915,141 17.351.111> t.373.031 
11.052.720 14,053,235 515 
1a,n4.132 ta,:ns.365 533 
13.075.e:te 19,.526.371 6.450.781 
t~GC.052 20.307.0I 1.123.312 
~.1U,2St 21.119.732 1'>.3St.411 
9.111.7$3 21.9M.521 12.152.718 
6;l07 Jlll7 22.Ml. tm t6.G35.105 
~537.0IS 23.79.13 19,219.741 

m.748 2<t.101.oaa 23.1'51.351 
Tota.rs s.578.794 1.1a1,681 16.995.97~_ t,2.36_! • .§81 20.•14.nt tJ1os.m 2.302.58& ueo.671 11.193.710 v.158.54' 7.42.7Ji01 13.212..7~ 125-™an 1s.M7W --·-- -, _ . , .• _ 108.931~ 

4.67%c 4.6711ft 3.86'ti 4.01"4 4.17% 5.11'Ji 4.2~ 5.$1" 5.02% 5.cmi 4.815% 4.77% 

Revi$ed 03/tOI03 
• "Ir.eludes futlamt forthe-3 prtljecls {14.237.755) in the 2003-2005 Ew:ulM Bud91tfor1tle State t1Nllh ~ and Oepettrnent of Comc:tions. 
-tndudes funding for3 Higber Education p,oj«ts (S&.022.347-0SU $5,882.047; ...,..Sta $1,355.000: VCSU $785.300) and S1.9!0.000 a odler funds. 

!«The March 7. 2003 forecast used fodiie 2003--~ b1etmrum with a 4~ ~ineree iich~ biennia. j 
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North Dakota Geological Survey 

INDUSTRIAL COMMISSION 
John Hoevtn • Govemo,, Chaltman 

Wayne Stenehjem • Attorney General 
~ p, B&u.mle, stat. Qeol•~ Roget Johnton • Commissioner of Agrloutture 

~w-~ ~!#0!:~ E TIMONY BEFORE THE HOUSE APPROPRIATIONS COMMITTEE 
GOVERNMENT OPERATIONS DIVISION 

January 1 O, 2003 

Introduction 

Mr. Chairman and members of the Appropriations Committee, my name is John Bluemle. 
am state geotogist and director of the North Dakota Geological Survey. a division of the 
Industrial Commission. I've been With the Geological Survey for 41 years, the past thirteen 
years as state gaofogfst. 

Our mafn office fs at 1016 East Calgary Avenue In Bismarck (about a block west of Puklfch 
Chevrolet, north on Highway 83). We also have a paleontology laboratory at the Heritage 
Center here In Bismarck and a core and sample Hbr~ry In Grand Forks on the UNO campus. 

Our mission Is threefold: 

1) to fnvestlgate·and report the geology of North Dakota emphasizing the state•s 
energy resources and stressing applied research leadlng to economic benefits or 
quality of life Improvements for residents of the state; 

2) to provide public service. and to collect, create, and disseminate geologic and 
map-related lnfonnatlon; and 

3) to administer regulatory programs for the ND Industrial Commission and act In 
an advisory capacity to other state, federal, and local agencies. 

The green-colored sheet at the end of my testimony lists all of the Geological survey's 
statutory duties. 

Regulatory Responslbllitles 

The Geological Survey Is not primarily a regulatory agency, but we have several specific 
regulatory duties which I have listed here: 

• OIi well core and drfll samples (+ other subsurface samples); WIison M. laird Cote and Sample Library In 
Grand Forks 

• Coal exploration - (hofes drilled outside of mine permit boundaries) 
• Geothermal resources - (nonresldenUal Installations) 
• Paleontologfeal (fossll) resour~s - (oversee collecting of fossils on publlc lands) 
• Subsurface mlnerals - (all mlneral production other than oll and gas, sand and gravel, and coal) 
• ClaH Ill Injection wells (solution mining of subsurface mlnerals) 
• Conflk,1 resolution regarding subsurface mineral production. 
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An important regulatory .. refated function concerns oil-well core and samples and our core and • ~ sample library, 

We evaluate the occurrence and economic value of mineral resources on State of North 
Dakota land for the Land Department. This Involves mainly oU and gas and coal. We evaluate 
the geologic suitability and Impact on fossfl resources of construction projects such as 
landfills, transmission and plpeflne corridors 

Technlcal Investigations 

Economic Minerals Geology. Most of tbllt stud!@§ our geQIQgl1ts do gr§ laltadtd lQ ~(lb§r 
dlteQll~ or lndlreotl~ l§Bd to {utur1 ecQnQmlQ b~a~flts tQ lht Smte. Some of our work increases 
our basic technical knowledge of the geology of North Dakota; some provides clLizens with 
basic information about the State; some address environmental Issues, Nearly all of our work 
has potential economic Impact. 

About a third of our total agency effort Is directed at understanding the geology of the rocks 
that produce oil and gas. We alt,, Identify and evaluate other economic minerals, such as 
clay, lignite, salt, potash, sodium sulphate1 feonardlte, cement rock, and gravel. We identify, 
map, and evaluate areas prone to slumping and landsliding. We have recently responded to 
Increased numbers of requests from companies seeking Information about methane occurring 
In coal - coalbed methan~. 

Geochemical Mapping. We recently entered Into an agreement with the U.S. Geological 
Survey to conduct a state-wide geochemical study of North Dakota, This Is part of a • nationwide effort to create a geochemical map of the United States to provide statistically 
valid, unbiased, background information about more than 20 elements, including arsenic, 
mercury, and selenium. We are collecting the samples from about 700 locations (samples 
collected on a ten-mile grid) across the State. The study will give us an enormous Information 
base so we can accurately assess changes In the composition of sediments due to such 
things as agricultural practice, energy-plant emissions, and other factors. 

Solis Compilation and Digitizing. Since 1997, we have employed four technical staff 
persons devoted exclusively to compiling and dlgiUzlng county soils maps for North Dakota 
(we began with five people, but lost one of the positions during the last legislative session). 
Until last year, the work Involved manually compiling and scanning the soils maps, and 
digitizing the scanned product. We recently amended our technique, eliminating the drafting 
and scanning tasks and rE..placlng them with a digital process. This task Is now performed by 
a Ni:>rth Dakota company, Agrl lmaGIS, with offices In Maddock and Fargo, We have 
completed about 70 percent of the State, and we expdct to complete the work on time, In 
2006, as we projected when the Legislature assigned the soils program to us In 1997. 

Core and Sample Library. We collect and store all oil-well core and samples and make It 
available for study In our core and sample library. Most of the usage Is by oft industry 
geologists and private consultants, as well as by our own geologists. We have a more 
complete collection of all the oil-well cores that have been cut In our state than does any other 
state. In fact1 we have about 90 miles of core stored In our core library In Grand Forks1 along 
with samples and cuttings representing about 100 million feet of drilling In North Dakota. 
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DIGITAL SOILS PROGRAM 

BOTTINEAU 

( BOWMAN 

COMPLETED D WORK IN PROGRESS D NO PROGRESS 

Since 1997, the ND Geological Survey has employed four technical staff persons devoted exclusively to 
compiling and digitizing county soils maps for North Dakota (we began with five people, but we Jost one of the 
positions during the last legislative session). Until last year, the work involved manually compiling the soils maps, 
scanning the maps, and digitizing the scanned product. We recently amended our technique by eliminating the drafting 
and scanning tasks and replacing them with a digital process. This task is now performed by a North D~ota company, 
Agri lmaGIS, with offices in Maddock and Fargo. High Plains Consortiwn of Bismarck is also compiling a few of the 
counties. These companies are paid through an EPA matching grant, the Geological Survey provides the match. 

We have completed about 700/4 of the state, and we are on track to complete the work ahead of time, probably 
in 2006. Ahead of the 2007 end date projected when the Legislature assigned the soils program to us in 1997. 
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Our core collection Is probably the most Important scientific 11tool" the State offers for 
promoting oll and gas exploration and development In North Dakota, Virtually all of the 
exploration for oll and gas that takes place In the State benefits from core studies done at our 
core library. Much of the exploration slmply would not happen - nor would It be nearly as 
successful as It Is - if the core wasn't avallat>,e for study. 

Annual Horizontal Drilling Conference. For the past ten years, we have worked closely 
with our counterparts In Saskatchewan, the Saskatchewan Energy and Mines, In organizing 
and running an annual WHllston Basin Horizontal Well Conference, The workshops alternate 
between North Dakota and Saskatchewan. The Eleventh Annual Conference wfll be held In 
Regina, April 27 - 29, The Conferences have encouraged and enhanced horizontal drilling In 
the State and they have resulted In greatly Increased Canadian oil-Industry Investment In 
North Dakota. 

Geo/ogle Mapping. The North Dakota Geological Survey1s most basic and Important task Is 
to map the geology of North Dakota, Geologic mapping helps us to determine where our 
mineral resources are located. what they are worth, how they might be developed and how 
best to reclaim the land, Geologic mapping also helps us fdentffy geologic hazards so we can 
deal wfth them effectively. And mapping Is how we leam about North Dakota's geology, 
where the fossils are found, how and why our climate changes and has changed In the past, 
and any number of other earth-science Issues. 

Geologic mapping Is so Important to our nation's well-being that, In 1992, Congress passed a 
National Mapping Program. Congress has Increased funding substantially for this program 
every year since. The money Is provided exclusively to state geologlcal surveys and most of 
the state surveys are utilizing the funding to the fullest. The money pays much of the cost of 
geologic mapping by those state geological surveys that are able to match the federal funding, 
generally ln~klnd. 

We've been able to apply for only a portion of National Mapping Program funding that Is 
available to us because we don't have sufficient staff to do the work (or to provide the match), 
Since the program was Initiated, we have received $232,000 for geologic mapping In North 
Dakota, compared to an average of over $600,000 for other states. I hope that we wm 
eventually be able to add sufficient mapping geologists to our staff to utilize the funding that Is 
available to us and enable us to accomplish more of the detailed geologic mapping that needs 
to be done In North Dakota. 

Over the current biennium we have been mapping In both the northeastern (Cavalier and 
Pembina counties) and western parts (BIiiings, McKenzie, Mercer, Morton. and Stark 
counties) of North Dakota. Our mapping In BIiiings and McKenzie counties has been mainly 
In landsllde-prone1 badlands topography adjacent to the North and South Units of the 
Theodore Roosevelt Natlonal Park. Mapping In Mercer. Morton, and Stark counties was 
conducted In response to the desire of the Hebron Brick Company to find a new source of 
brick clay, Based upon our fleldworH, we generated a map of the clay deposits In the area. 
We were able to show that much more clay occurs In the area than the brick company had 
been aware. We also conducted a tour of the area pointing out those clay deposits that 
appear to have the best potential for brick manufacture. 
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Lignite Resources. We completed and published the results of several coal projects during 
the current biennium. They Included a 1: 1,000,000 scale map of the strfppable Hgnlte reserves 
of westem North Dakota along wfth 1: 125,0QO .. scale maps of the counties, The maps were 
wen received due to the renewed Interest in !Ignite generated by the Vision 21 program. We 
also published a thickness and contour map of the Harmon bed, the thickest lignite In the 
State, The map has generated considerable Interest In the coalbecf .. methane potential ln 
weatem North Dakota and has spurred mineral companies to lease In several counties and It 
led directly to about half of the dozen coalbed methane wells being drilled, 

Public Outreach/Tourism 

Last year we responded to about 5,000 requests for Information about North Dakota geology. 
tn addition, we have an extensive and heavily used Internet Home Page that provides a 
variety of geologic data and general Information about North Dakota geology. In 2002, we 
more than 136.000 hits per month on our web sites. 

Our geologists give a lot of public presentations. We produce a variety of educational 
materials, lncli.1dlng guidebooks, maps, and other non-technical pubtlcatlons and exhibits. We 
work with the universities and colleges In North Dakota providing various kinds of earth• 
science Information. 

We have expanded our program of fossil digs In the State, allowing us to educate the pubtlo 
about North Dakota's geologic history and enabling more tourists and other Individuals the 
opportunity to •dlg11 for fossils. These digs, so far In northeastern and southwestern North 
Dakota, have brought tourists to North Dakota, giving them a chance to experience our high 
quality of life. 

Two of our geologists recently wrote a book on the geology along the Missouri River route 
followed by Lewis and Clark. The book will be released In May, 2003 by Mountain Press 
Publishing Company as part of their Roadside Geology series. 

We operate the North Dakota Earth Science Information Center - ESIC for short - providing 
a variety of topographic and natural resource maps and c,ther kinds of earth-science 
Information to the public. Through our ESIC offlce1 we act as a clearing house for the sale of 
air photos, topographic maps, and c,~her kinds of maps, We sold about 6,000 maps last year 
- we tend to be especially busy during hunting season when people stop In our office to get 
topographic maps of their hunting areas. · 

We also operate North Dakota's global positioning system (GPS) base station at Bismarck 
State College. We recently converted the base station to a free, public-access facility. Use of 
the base station allows anyone using GPS equipment to be much more precise Jn their work. 
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North Dakota Geologlcal Survey Budget Con1tder1tlon1 

The North Dakota Geological Survey currenUy operates with a total FTE staff of 21.65 
geologists and technicians. our budget for th~ 2001 • 2003 biennium Is $21685,2091 which Is 
the amount left after deducting $21,327, the 1.05 percent General Fund Allotment. I've 
tabulated these numbers at the end of my testimony (page 8) 

We made cuts In several areas to comply with Governor Hoeven's 95% budget guldellne, 
while still attempting to meet projected Increased costs. 

Staffing 
In order to comply with the 95-percent budget stipulations, we had to eliminate two general
fund FTE positions from our staff. However, we were able to save one of the positions - a 
soils compiler- by switching It to federal funding, Even so, we will be losing one FTE 
geologist position. 

We decreased our total outlay for salaries and benefits for next biennium to $2,103,054 from 
the $2, 152,635 we will spend this biennium, a decrease of $49,581. At the same time, we 
decreased our reliance on general funding from $2,071,389 to $1,949,247, a decrease of 
$122,142. We did this by Increasing our reliance on fed-,ral funding from $78,446 this 
biennium. to $1551027 next biennium (most of this was dedicated to our solls compilation and 
digitization program). 

Operating 
If you look at our operating budget figures. you will see that, of the 24 categories listed, we 
project Increases In six of the categories, decreases In eleven categories, and no changes In 
seven categories. 

Information Technology Fees. Our IT/Data Processing costs are not changing much and 
most of the Increases we project In spending here are the result of Increased needs on our 
part rather than Increased costs being Imposed by ITD. For example, we project an Increase 
of $51270 In data processing costs, mainly a result of our need for Increased data ports for 
Interns and temporary help, along with new network equipment access. 

Our telephone costs (phone hookups. long distance fees, etc.) will Increase slightly- from 
$23,200 to $24.424. 

The North Dakota Geological Survey Is a computer-Intensive agency, with a large geographic 
Information system capacity and a need for sophl ted map-making ability. We project an 
Increase from $251000 to $30,500 - a $5,500 or 22 .. percent Increase In spending for 
computer software and supplies. 

Postal Costs, Postal costs have Increased re-0ently and are expected to rise further In the 
near future. Even so, we've projected a cut In postal costs of 8 percent In our 2003 - 2005 
budget because we expect to provide more data and reports on the Internet. rather than 
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Travel. Increased motor pool costs wm make It necessary for us to cut back on our field 
operations. We Intend to Q~l ~yr spea~log l!:1 ihls 1£11 bY 1bgut sa,QQD. from $80,850 to 
$77,850. Part of this cut re ales to the fact that we will have one less FTE so our total travel 
coats wlll be somewhat tower. Cutting our field operations Is a difficult decision because 
geologic field work forms the basis for our mission - much of the rest of what we do depends 
on acquisition of basic field data, 

Bui/ding Rental Charges. Rental coats for our office space will Increase from $12.00/square 
foot to $12.60/square foot and the rental cost of our warehouse space wUI Increase by 10 
percent (we are currently paying $3,90 for that space). In total, we project that our costs for 
office and warehouse space wllt Increase from $182,796 for the current biennium to $197,500 
for next biennium. 

Our total projected operating budget for next biennium is only $570,903, so this means that 
the $197,500 figure I just mentioned represents about 35% of our operating budget that wlll be 
devoted to rent (compared to about 33% during the current biennium). During the 1999 -
2001 biennium, the percentage of our operating budget that we paid In rent was 25%. This 
percentage has been generally Increasing each biennium, leaving us less and less money 
each biennium to pay for 11productlve" costs, such as field expenses, printing/publication costs, 
mapping, analytical work, etc. 

Insurance. Certain Insurance rates have recently taken a considerable Jump since September 
of 2001. In order to minimize the impact on our budget, we increased the deductibles on 
some of our Insured items. Our risk-management fees will Increase (from $3,543 to $5,908). 
We project our total Insurance bill next biennium to Increase by about 11 percent, from 
$10,810 to $12,000. 

Office and Other Equipment Under $5000. We project a small Increase tn the cost of office 
equipment (some chairs, eto.) - we haven't spent anything on office equipment during the 
current biennium. Our spending for other equipment (mainly miscellaneous flefd. equlpment) 
wlll drop from $5,000 during the current biennium to $1,300 next biennium. 

IT Equipment Under $5000. We expect to decrease our spending for IT equipment slightly, 
from $35,000 during the current biennium to $33,500 next biennium. This amount will Include 
several replacement computers, battery bac'. -ups, and printers. We will also be purchasfng a 
(relatively expensive) new drafting computer. 

Capita/ Assets/IT Equipment and Other Equipment. This new category for next biennium 
amounts to $22,500 and will Include a large plotter and wide-format color scanner. We also 
have to replace our obsolete (and nearly worn-out) photocopier. 
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summ1r.x 
Under Govemor Hoeven's Executive Budget recommendation for 2003 - 2005, our General 
Fund dollars will decrease slightly (2%) but our overall bUdget allowance would Increase very 
sllghUy, from $2,685,209 to $2,696,457 due to the addition of federal funds. The breakdown le as follows: 

Currerit (2001 -2003) Biennium: 
Safarfes: $2,125,061 (79%) General Fund: $2,698,483 (96.3%) Operating: 520,148 (19%) Federal Funds: 78,446 (03%) Equipment: 40,000 (02%) Speolal Funds: 8,300 (00.3%) 

Upcoming (2003 .. 2005) Biennium: 
Salaries: $2,103.054 (78%) General Funds: $2,541,430 (94%) Operating: 570,903 (21%) Federal Funds: 155,027 (06%) Capffal Assets: 22,500 (01%) 

C:~ and s.ttingt~~ Oocumentt\,\_Pri'Me\200S L_..llve Sttaionlltstimony lo dlstrb.lle. 103,wpd 
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STATUTORY DUTIES OF THE NORTH DAKo·rA GEOLOGICAL SURVEY 
John P. Bluemte. State Geologist 

Complete llstln1 of the statutes ,overnln, the North Dakota Geolo,kal Survey and the $tat~ geoloflst. I've Included 
a WJ,Y brief description (or each statute. Usted numerk;olly by Chapter. 

NDCC 15.05.07 Leaslna Coal, OIi, Gu, and Other Rfshts (Determine where coal e>dtts) 
The sta~ aeof<>1lst helps the board of university and school tands determine the quantity and description of 
lands containing coal, 

NDCC 15-05• I' Leulns Coal, OH, Gu, and Other Rfshts (Reports) 
The state aeotoalst or istate department o( health, If requested by the board of university and school lands, 
must evaluate land that may contain minerals. 

NDCC 23-20.2..03 Dlsposal of Nuclear and Other Waste Material 
The state geologist overseas operations relating to the disposal of radioactive waste, 

NDCC 23-25-02(2) Air Pollution Control 
The state geoloalst serves on the air polludon control advisory counclf. 

NDCC 23-29-07.6 and 07.7 Solld Waste Management 
The state geologist develops preconstructlon site reviews for solid waste dlsposaj fa;cilfttes and the state 
geofoaist reviews existing municipal waste fandfllls [the latter work has been completed] 

NDCC 23-33-10 Groundwater Protectioni Wellhead Protection Program 
The state geologist assists In the Health 0epartment•s wellhead protection program. 

NDCC JS.08-CM(l-k) Control of Gas and OH Resources (Core and Samples) 
The state geologist requires flllng of cores and samples with the NOGS, The NDGS maintains a Core and 
Sample Ub.-.ry (allo 54-17 .~"'4). 

NDCC 38-08-CM.2 Control of Ga, and OIi Resources 
The Industrial com11\lsslon may designate the state geologist as the chief enforcement officer. 

NDCC 38-12 Regulation, Development, and Production of Subsurface Mlnerals 
This chapter covers mlnerafs not Included In the oll and gas and coat regulatory programs. 
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NDCC 38-12, I EJCpJoratlon Data 
OrUllng for coat expl~radon or evaluation Is reaulated under thls chapter. 

NDCC 38•1-f,1-03 (12) Surface Mlnln1 and Reclamation Operation, 
The state pologlst assists In promulgating regulations for the protection of ~ter resources affected by 
surface coal mining operation. 

NDCC 38-15 Retolutlon of Conflicts In Subsurface Mlneral Production (also see NDCC 
38-12), 

The state pol01lst acts as supervisor charged with enfordna lndustrlal commlssJon orders ... ff there Is a 
conflict between the 011 and Gas Conservation Act and production of other natural resources. 

NDCC 38-19 Geothermal Resource Development Regulatlon 
The state geologist Issues permits fo1 · the lnstallatJon of geothermal (around source) commercial heating and 
cooflna systems, A pennlt Is not required (or private res1dentlal S)'Stems, 

NDAC 43..02-02.1 Underaround Injection Control Pro,ram (Class Ill Injection Wells) 
(authority under NDCC 38-12-02), 

The :tate geologist supervises enforcement of regulat.lons and orders of the commission applicable to the 
underground lnjecdon control program for Class Ill disposal wells. The state geologist ~rsees wells that 
Inject ~uJds for the extraction of minerals or energy, 

NDCC 54-17.3 Paleontologlcaf Resource Protection 
PaleontologicaJ resources. on land owned by the State of North Dakota and Its polltlcal subdivisions; are 
protected and managed under this chapter. 

NDCC 54-17 • .f GeologlcaJ Survey 
This Is the new enabling leglslatlon. passed In 1989, at the time the Geologkaj Survey was moved from Grand 
Forks to Bismarck. ft supercodes the original enabling leglslatJon, which dates to 1895. 

NDCC 61-28-03 Control, Prevention, and Abatement of Pollutlon of Surface Waters 
The state geologist serves on the state water pollution control board, 

D:\My documents\Mlscellaneou1\0fficl1l NDOS\Slldutory dullet,wpd Linda's computer 
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NORTH DAKOTA GEOLOGICAL SURVEY 

Main Office 
10 I 6 East Calgary A venue 

Bismarck, ND 

Displays of Nonh Dakota rocks, minerals, oil core, and fosslls 1 including 
a triceratops (dinosaur) skull are on display In the lobby area of the building we 
share with the Oil & Oas Division, 

r 
Core Library 

University of North Dakota 
Grand Forks, ND 

We have a more complete colleclion of core than any other state housed in 
our Core Library in Grand Forks. The 90 miles of core, along with samples and 

· cuttings, represent about 100 million feet of drilling for oil and gas in North Dakota. 

The mfcrogrflphfc f111a9e11 on thf s 11l111 are accurate reproductions of records delf vered to Modern lMormation systeM for mtcroffl•fno and 
were filmed fn the regular course of business. The photographic process rneets utandards of the wrican National Standards tnstftute 
(ANSI) for archival rnfcrofflm, NOTICE: Uthe filmed Image above ts less legible than thh Hotlee, ft fs due to the quulity of the 
doclffi!nt being f Hmed. 1 '\\-, 

• r ~ . .;;v I 'f4 ,,,,J:. 'f:1t-&~.t>.w1Jl)i) I O I 3 D \ 0 3 
· opera or 1 ti fgnature ~r - Date 



F. 

I 

L 

• + 

MINER ~L ASSESSMENT 

In 200 l. the Survey revised the strlppable coal 
reserves of North Dakota. In 2002, the Survey published 
a map idcndfyf ng the most promising coalbed methane 
are4S in western ND. 

In 2002. tho Survey began an .,sessmcnt of tho 
CO2 sequestration potential of deep rocks In the 
Williston Buln. 

■ Cl Fields llJ Mined Arns 
• Economic Coll Deposis + Nesson Antld111 

In the 1990sf the Survey drilled on frozen playa 
lakes in northwestern North Dakota to investigate 
the sodium sulfate deposits. 

North Dakota Geological Survey 

The bright white claystone is the ma,n source of clay 
for the Hebron Brick Company. In 2002. the Survey 
mapped the geology of the Hebron area in detail to assist 
the company in finding additional clay sources. 
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THE STRIPPABLE LIGNITE DEPOSITS OF NORTH DAKOTA 
North Dakota Geological Swvey 

Miscellaneous Map 34 
2001 
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Strippable coal deposits are brown Major mined areas are green 
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THE HARMON COAL IN Y/ESTERN NORTH DAKOTA 
North Dakota Geological Survey 

Miscellaneous Map 35 
2002 
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GEOLOGIC MAPPING OF URBAN AREAS 

Geologic mapping of urban areas iR a primary focus 
of our mapping program. Urban mapping poses unique 
problems because few rocks and sediments are exposed 
and access can be difficult. 

Urban sprawl over sand and gravel deposits is a 
nationwide problem. Housing developments on or 
adjacent to these deposits prevent development of the 
resource, 

Geologic Map of Bismarck and Mandan 

North Dt1kota Geological Survey 
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MAPPING GEOLOGIC HAZARDS 
Landslides 

This recent landslide damaged ND Highway 22 along 
the southern edge of the Little Missouri River Valley. 

ND Geological Survey map showing landslide occurrences (in purple) along the Little Missouri 
River Valley in and around the North Unit of the Theodore Roosevelt National Park, It is difficult, 
if not impossible, to cross the valley in this area without encountering a landslide. US Highway 8S 

is shown in red. 

North Dakota Geological Survey 
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PUBLIC OUTREACH & TOURISM 

Public Fossil Dig at Pembina Oorge near Walhalla 
August, 2002 
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North Dakota Geological Survey 

Publi<l Fossil Dig at Little Missouri BadJands near Mannarth 
JuJy, 2002 

GEOLOGIC EXJll,ORU'S GUIDt: 
f1I t11111 SMyH-. SaftHal Oranlalid GEOLOGY 

,,, th• Lewis & Clark Trail 
1n NORTH DAKOTA 

FLOODING 
INTHE 

GRAND FORl<S-EAS1' GRANCl F'ORKS 
NOR'J'H oAKO'rA AMO MINNESOTA 

Al'f£A 

It """'·' ............ , . ......,.. --•t .. ........ 

Tht 111tcr-09repMc f!MOM on thf• f flffi are 1ccur1te reproductfono of recordt dtlfver,d to Modern lnfortn1tton syateme for mfcroffl•fna Ind 
wtre fl lifted fn the reaular tourH of bu1fn&11, The ~otogrtphtc pr04)ttt fflti'ltl standard• of the American National Stendardt lnetftute 
(ANSI) for archfv~l microfilm, NOftCEI kf the filmed fMtOt above t1 ltll letfble than thf• Notfce, It ft due to the quality of th• 

dc)cl.ntnt btfnt fflflltd, ~ ~ ~ ,.,-:-~-- r---.t . < l ... ~ Dt, ~-bbt3 ;N~ ·· -- ,o 30 u3 _ • Operor l11jnatur~ Datt 



I! 

( '' 

I 

. I 

a 
0 0 4 o ... 

North Dakota Geological Survey 
INDUSTRIAL COMMISSION 

John Hoeven - Governor, Chafrman 
W•ynt StenehJern - Attornev General 

John P. lluemle. Stat. Qeologlat ~r Johnton - C0mml11loner of Agriculture 

M E 

To: 

From: 
Date: 
Subject: 

M 0 R A N D 

Representative Rick Berg; Senator Bob Stenehjem 
Members of the Ho~op · tio~qjtlntittee ,... 
John Bluemle , ~--
January 14, 2003 
Effective allocation of state funds 

u M 

Your request for this Information did not reach me In time to provide for our Initial appropriations 
hearing last Friday. Even so, I will attempt to provide a response here. I've also Included some 
supplemental and supporting materials for your consideration. You asked me to respond to four 
questions. 

1) "What la the main purpose of your agency?" A toglc:al response to this question is to 
state our agency mission, which Is threefold: 

1) To Investigate and report the geology of North Dakow emphasizing the state's energy reaourcea and 
stressing appfled research leading to economic benefits or quality of life Improvements for residents of the 
state: 
2) To provide publlo service, and to collect, create, and disseminate geologic and map-related Information; 
and 
3) To administer regulatory programs for the NO Industrial Commission and act In an advisory capacity to 
other state, federal, and local agencies. 

It should be added that, even though the North Dakota Geological Survey Is not primarily a 
regulatory agency, we do have several specific regulatory duties which l have fisted here: 

• Coal exploration - (holes drilled outside of mine permit boundaries) 
• Geothermal resources-(nonresldentlal lnstallatlons) 
• Paleontologlcal (fossil) resources .... (oversee collecting of fossils on public lands) 
• Subsurface minerals .... (all mineral production other than oll and gas, sand and gravel, and coal) 
• Class Ill Injection wells (solution mining of subsurface minerals) 
• OIi well core and other subsurface drill samples at our Core and Sample library In Grand Forks 
• Conflict resolution regarding subsurface mineral production. 

Most of our regulatory responslbllltles are fulfilled In a routln~ and timely manner. We Issue 
permits and f nspeet the Installation of coal--exploratlon test holes and geothermal energy 
Etxtractlon systems; we collect olf well core and make it available for Inspection by Industry, 
consultants, our own geologists, and others. 

600 East Boulevard Avenue + Bismarck, North Dakota 58505-0840 + Phone (701) 328-8000 + Fax (701) 328 .. 8010 
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Effective regulation can assist In the wise development of a resource. It helps to protect citizens' 
correlative rights, and It can help to prolong the life of a resource (too-rapid or haphazard 
development of a resource can be e>d(emely wasteful), Regulatory tools (tax breaks, etc.) can be 
applied to help encourage such things as geothermal, coal, or oil and gas exploration and 
production and this can be useful. Even so, regulation does not generate new resources; lt Is the 
1g(1ntlflo Information that our geologist, team 1nd provfde that contributes to the discovery and 
development of new mloeral resources. 

2) "How do you meaaure the achievement of your purpose?" This Is done In several ways. 
We monitor the number of public Inquiries we receive for Information (and we evaluate our ability 
to respond accurately and quickly to those Inquiries); we track the number of new, in-house 
publications we release and the number of publications staff members publish In national and 
lntematlonal Journals (I think one measure of our effectiveness Is the fact that our reports are 
routinely accepted for publication in refereed Journals); we keep track of the number of 
presentations1 both general and technical, that our staff members make each year; and we 
monitor usage of our core and sample library In Grand Forks. We keep accurate records of 
Inquiries and contacts made at the North Dakota Geological survey, We also track the number of 
•hfts11 on our web site (these are Increasing nearly exponentially). 

A more difficult part of measuring our performance is determining such things as how many new 
, oil wells were drlll$d, how many new sand and gravel pits were opened, etc., based upon 

Information provided In geological reports we wrote. These kinds of things are difficult to measure 
precisely, but nonetheless we know that the work we do results In large amounts of new teasing, 
drifllng, 'and mining in the state. 

A 2000 study by the llflnofs and Kentucky state geological surveys found that the benefits of 
geologic mapping range from 25 to 39 times the cost of producing a digital geologic map and 
flies. We have been producing an average of 10 -15 new digital geologic maps per year at an 
average total cost of $85,000. The USGS covers half of this cost In a cooperative program known 
as STATEMAP; our contribution is the actual mapping work. Based on the findings of the 
Illinois/Kentucky study. the annual economic benefits of our mapping program are between 
$2,125,000 ($85,000 X 25) and $3,315,000 ($85,000 X 39). These benefits should accelerate as 
more of the state Is compiled In digital data sets and more agencies and Industries use digital 
teehno!ogfes to perform their analyses. 

3) "What can the legislature do, flnanclally and otherwise, to help you achieve your 
purpose?" 

The Legislators can provide clarification on Issues that concern them and on how we can best 
respond to their needs and wishes. Legislators also need to tell us their constituents' concerns. 

If I can possibly do so, I want to somehow convince the members of the House and Senate 
Appropriations Committees, and along with them,· all the other legislators, that the work we do In 
our small agency Is extremely valuable, both In terms of what we add to North Dakota's economy 
and In the ways In which we add to the quality of life for North Dakotans. Doing this clearly and In 
a concise manner for a relatively technical dlsclpllne like geology, can be a frustrating exercise. 

A short-term answer to question 3 Is that, during the current session of the legislature, If at all 
possible, the Legislature needs to Insure that our agency remains at full current strength and with 
syfflclent funding to operate effecttvely. The series of less-than-100% budgets over the past 
decade or so have resulted In the loss of prof~sslonal staff and the near-decimation of our 
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operating budget, to the point that an Increasing proportion has to be devoted to non .. productive 
aspects (rent, Insurance, postage, etc.) to the detriment of productive activities (fleld studies, etc.), 

We are currently slated to lose one position - a petroleum geologist. With four petroleum 
geologists on our staff, losing this position wm cut out productivity by 25% In this area. Given our 
history of petroleum geologlc studies that result In tens and hundreds of mllllons of dollars In 
revenue and lease sales, It Is counterproductive to eliminate profenlonal NDGS personnel. 

In a longer-term, I think It would be a good Idea for the feglslature to evaluate th• Impact that 
these repeated 11belt-tlghtenlng11 exercises have on small agencies, such as ours, compared to 
larger agencies, which I suspect have more ffexlblllty to rtspond to the Imposed cuts. I don't 
know this to be a fact, but t wonder whether It might be the case. 

4) "How can you report (me,aure) your "•ults ao the pub/lo c•n •••IIY understand you, 
purpa.e •nd evalu•t• your eHectlvenea? " 

11Results, 11 I presume, means communicating the findings and conclusions of the geologic studies 
we do. Some of our studies are necessarily technical and therefore result In technical reports. 
Even though the results of all of our studies are public Information, and avallable to anyone, some 
of the more difficult reports are of more interest to professional geologists, engineers, and other. 
people in Industrial positions. Our reports are routinely used by Industry In their work - for 
example, virtually all oll companies operating In North Dakota use our reports on the oil- and gas
bearing formations when determining where to explore for new resources or when designing 
enhanced-recovery projects. Geoteehnlcal firms use our maps and reports when working on 
projects for munlefpaUtles and private Industry. 

Our twice-a-year NDGS Newsletter helps to keep the public Informed about our activities. 
Besides articles of general lntere1t, we report on meetings attended, papers presented, new 
publications, and events of Interest. Our newsletter reaches a segment of the public that tends to 
be Interested In geology, and we publish It In both hard-copy and on our web site for greater 
access. 

As supplementary and supporting Information, I am enclosing: 

1) A copy of an article I wrote for the most .. recent Issue of our agency newsletter (vol. 29, no. 2 
of the NDGS Newsletter), Issued In December. The article describes our cun'ent activities and 
addresses es$entlaUy the kinds of questions you asked In your letter; and 

2) A copy of a memo to me from Dr. Mark Gonzalez, geologist with the North Dakota 
Geological Survey, addreoslng In more detail some of the Issues raised, 
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~ NDGS,..._Tom Heckchalrs North0akcxa11Gk>oal 

• .,I .... _ ... 

Posidcri\lSystefn (GPS) StNrincCommlrtee. In~ 
with llimblt Navfpdon, w. rectndy converted the NDGS 
Community Bu• Station to a pubHc-access site, We 
established the b.ut station In 1993. 

Lorraine Manz I• coHectlna samples (Of' a National 
BaselintStud),of mlnerals nwtheJraundU'flce. Httstud)'i 
bel,,sdone In cooperation wfth the Unlted States Geo1oskaJ 
Survey, IIWOMtl collectfns about 700umples swewldt ewer 
the course of thfs fall and nt)(t summer. The samples wlll be 
anaJyzed to determine the composition of aboyt 20 trace 
~. The results of LornJne's stud)'wtl be Incorporated 
In a national database from whkh detailed maps of the surface 
disuibutfon of these HNnU actoss the entire United States 
wlU be consuuc:ted, ,,_. maps will uldmately be made 
available to Interested apndes or lndlviduals. lnfOl'matiUn of 
this ki'ld ls wtuablt because ft helps us to evaluate the nation's 
~ and mineral resources and to understand better the 
refatlon ~human heahh and theaeolo&fc:enwcnment. 
And, as the titfe of the study suaesa, It also provides a base 
fine ol minerals In the d apnst which future chanps can be 
m..uNd. 

,.: Additional i.chnlcal Ptofects 

OuraealoefstS are Involved In a variety ol other projects. 
and f'I comment only briefly on some of them. They Include: 
I) Mari< GonaJez1s study of sedimentation ol stock ponds on 
federal land o( the Utde Missouri National Grasstand to 
determine the annual sediment )'leld In ,erassJand and badlands 
environments. Mark's work w'11 provide the flrstquantff'led 
data on sediment yfekt durln& historic: tfmes In the area; 2) 
Paul Dleht1s stuc:I)' of the Red Rlver B Cedar HIiis Flefd In 
western Bowman County to chatacterlze and understand 
production patterns and mechanisms In this giant °'' fleld 
(estimated ultlmate recovery> 155 mUllon batrels o( oiQ: l) 
JYllelefever's wori<on the Bakken and Lodaepole fcnnadons, 
collecting and compllln, Information Into a large database to 
generate a series of lsopach maps: <f) Randy Burke*s 
lnvesdgatJon ohhe processes and Impacts or salt dissolution 
on Williston Basin geology; 5) Ed Murphy and other's analysis 
and Information about natural hazards to the State's Division 
of Emergency Management; our contribudonl relate primarily 
to flood and landslide matt9f'S: 6) and Marf<'s Involvement 
with the Department or Publlc lnstn.1ctlon to establish new 
state science standards for v,ades K-12. 

earth Science lnformatJon Center 

The NOGS malntaJns a complete collection of USGS 
topographic and land-management maps for sale to the 

1•nt.rat publlc. We over••• the state's DIJltal Data 
Cle.vln,hoose. which contains DEM. ORG, DLG, 00QQ 
fifes and other Information on the web (or ace'" by other 
state and federal qenclet and the aenen' pubflc, 

Outradl 

Our basic mlsslon Is co serve, Inform, and educate North 
Oakotans about the Important rote of poloS)' In Mlf')<day 
life. Our aeok>lltts lad tours and make preMntadons ror 
visitors to the North Dakota Htrtace c.nter. where the 
NOGS's '°"'' collecdon Is housed, W.,JYe auest lectures at 
area colleaes and umvenltJes. make pteMnCadons at youth 
summer camps, visit classrooms and make f)f"IH.ltldonl wfch 
visual aids and hands-on dlspla)'I, make preMntationl to cMc 
croups, Hr\18 as science advisors and~ for sdlncefalrs, 
and pr~e teachers with visual aids. hand samples of rocks, 
fosslls, mlneraSs, topo&rlphfc maps, and pubHcadons for thek 
classrooms. John Hopnson and Ed Mur-phy haw recendy 
pr~pared a aeolOIY guide alona the MlssoUrl Rlwr corridor 
In North Dakota, tradna the route followed b-/ Lewis I Clark. 
Their book will be ref wed fn May 2003 by Mountain Press 
Publlshln& Company as part of thw Roadside Gecqyserles, 

In addition to the spedflc ~ and applied prefects 
I've described, Oll'geolopts respond dally tospdc requests 
for polop: lnformadon, These raf1P from requests for 
Information about mineral deposits to letters from schoof 
children wondering about the kinds of rodes found In North 
Dakota. Sewral or our geolo&lsts ilso haw onaof ns and 
periodic replatory tasks as well, malntalnlna our core and 
sample coflectlons In Grand Forks, lssufn, permits for 
geothermal, coal-exploratlon, subsurface mlntral 
lnvestfpdons, etc. 

Conduslan 

At times It may seem that our aeololfsts plythelr aaft In 
esoteric fashion. But tNery protect ls undertaken within the 
spirit of out mission statement. We nthe pnndpal source of 
geologic: lnformadon In the state and we lrwesdgatetheaeolos>' 
or North Dakota on behalf of Its people and lndustrlti, chief 
among them agriculture, enef'I)' pt'Oduc:don from fossll fuels, 
and tourism. From farmers who need to k.now the properties 
of soils to best manage thelr lands, to tourists who gaze In 
curiosity Into the mesmertzlna landscape of the Uttle Missouri 
Badlands, we study the state from the surface to Its depths to 
Improve contlnuaJly our knowledge of geology and how It 
atfec:ts our daJly fives and commerce. 

Our teGhnlcal studies provide a huge retum, both In 
revenue to the state In Increased°'' and gas production and In 
technlal and quality-of-life knowfedge about our state, which 
also enhances our tourism Industry. The North Dakota 
Geologlcal Survey deflnltefy dellvers. 

NOGS Newsletter 
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North Dakota Oeoloaical Survey. Appendix A 

Nortb Dakota Geolqleal Survey 

Appendix A: Detailed Dlacu11lo11 of Reveaut Geaerado■ ••d htaaalble COit Sa'riap 

Geologic laformatloai Coraentooe to Mbaeral Muaaemeat, lcoaomlc Dewlopmeat, Laad-u,e 
Decisions, aad Ea'Ylrowneatal Stewarcllldp 

The activitiet of the NOOS have provided tremendous benefits to the atate of North Dakota in three major 
areas: fossU-fuel resowces. characterization of near-surface materials, and identification of areas prone to 
natural hazards. The most demonstrable financial bedcfita of NOOS studies come in the areu of 
subsurfaco geology (particularly with respect to oil and ps), eoa1 poloay. and tho STA TBMAP program. 
The tangible tetum. from these areas ls outlined below, Additional. mtangible benefits arise from the 
activities of NDOS, which are not rcvenu" generating or are desianed to save money by preventing 
envii'onmental cnntaminatlon and avoiding natural bawds that can cause tens to hundreds of milllom of 
dollars to remediate. 

Oil and gas tax rev"enues (2000-2001 biennium) 
Coal tax revenues (past biennium) 
Estimated COz revenues (new revenue in next biennium) 
Estimated economic bcmeQt STATEMt\P m:oaram 
Total tangible revenues (approximate, per biennium) 

) OU 1ad pa tax rwe■an 

$131.4 million 
S 78,S million 
$ 3 million 
s s million 
$220 million 

North Dakota has recently advanced from the ninth to the eighth leading state in the production of oil. 
Nevertheless, the volume of oil recovered in North Dakota is a fraction of what is recovered in the five 
largest oil-producing states (Alaska. Texas. California. Loulsiana. Oklahoma). Consequently, the oil 
industry baa barely maintained its presence in North Dakota. The oil activities that occur in North Dakota 
are principally in response to the research fmdings of the NOOS, The NOOS bu been the principal 
catalyst in promoting development of the oil and gas t'eSOUICel in the Williston Bain over the past 50 
years. during which the, State of North Dakota has n,ceived more than S 1.9 billion in oil-tax revenues and 
another SSOO million from oil and gas leases. bonuses. royalties, and rentals on State land. In the past 
biennium (2000-2001), the State received Sl29.9 million dollars in oil-production and extraction-tax 
revenue, In the same biennium. the State received $1.S million from annual lease bonus revenue on State 
land·(the relatively low amount raised in recent lease sales reflects weakness in the current oil market). 

The NOOS has been the primary research group to characterize the geologic framework and economic 
potential of fossil fuels in the Williston Basin of North Dakota. In additi~ the NOOS has organized and 
sponsored an annual Horizontal Well Workshop and Symposium for the past ten years. Our Workshop 
provides a fon1111 where industry representatives, rescaroh scientists, and government officials share 
research findings and technological developments that have spurred millions of dollars of drilling activity 
in the Williston Basin each year. 

The sale of oil leases and the subsequent development of producing oil wells are directly and 
demonstrably related to the research perfonned by geologists at the NDOS. For example, in 1979, Tom 
Heck recognized the oil potential of the Lodgepole Fonnation. Then in 1993-1994, Ors, Randolph Burke 
and Paul Diehl studied the subsurface structural geology, stratigraphy. and petrography of the Lodgepole 

',_... Fonnation near Dickinson. As a result ofthelr research, oil companies ht 1995 bought an estimated $200 
million of leases on federal, private, and state land, of which $12.7 milUon was in state lease bonuses 

TM •fcrotr-.,hfo fMtll on thf I ff l• ,,., accuratt r.-ocutfona of recordl dtl lwred to Nodtrn ll\fonMtton IYlt .. l for_::~• :111~t=
wtrt ftllMd fn tht rttUl•I' courH of bultnna. Th• phototraphlc proctta Mttt• 1tandarcM of the AMtrtcan Ntttona It N ~ 
(ANII) for archlvail nitcrofflM, NOrtcea If the filmed f•oe aboVt I• lt11 lttfblt then thf• Notice, ft f• due to the qutltty of t 
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'~ (Heck. 2002; BW'ke and Diehl, 199S), Many of tho wells drilled on thcsc leases are stUl ptoducina today 
and are Ubly to produce for l O or 20 more yean, Production on those well will yield dJvidendt to the 
state for years to come in the fonn of oil production and extraction taxes. 

Similar research by NOOS aeoloaists bu led to past discoveries of economically valuable oil fleJdt. For 
example. Sid Andenon was the principal NOOS pologi1t to clwacterize the ttNcture and oil potential or 
the BilHnp Nose; Bill McClellan wu the prinoipat NDOS 5t,0loaist to identity tho economic potential ot 
the Red River B Zone in Bowman County, Followm, hi• racan,b and praeotation 011 the Red River B 
Zone at the Fowth Annual Horizontal Well Workshop, sponsored and orpnized by the NOOS, oil 
production in Bowman Cowtty lncreued from about 100,000 barrel, a month (one of the lower 
productions of oil-producina countiea fn North Dakota) to about S00,000 batre1I a month (top oil
producing cowuy in North Dakota), Onaolng work by Diehl is leading to additional development of the 
Bakken Fonnation and Cecl,r Creek B Anticline along wit.b efficient and economical unitizatJon of the 
Cedar Creek Anticline in Bowman County, 

Oil production and oxuaction taxes (source: Clayburgb, 2001; Heck. 2002; Oom:alez, 2002): 
2000: SS9. l million 
2001: $10.8 million 

Annual Lease Bonua Revenue 
2000: S 1.0 million 
2001: $0.S million 

Coal T11 Reveaaet 

Since its inception, the NDOS bas been charged with studying the coal resources of the State. In the 
Survey'• rust biennial report (Babcock. 1901 ), lignite deposits and coal mines are referenced more 
frt,quently than alt other geologic resources, hazards, or topics. The NDGS periodically conducted and 
updated a statewide quantification and mapping of coal resources (Leonard et al., l 92S; Landis, 1973; 
Murphy. 200 l ). These coal investi,ations were instrumental in attracting and developing the coaJ.fired 
electricity-geri('fltfna industry of North Dakota. More recently, Ed Murphy, geolopt with the NDGS, 
completed a revised study, quantification, and mapping of coal resources in the ate (Murphy, 2001). 
Murphy's work is the, foundation of those companies participating in the Vision 21 program of the Lignite 
CoWiCi~ which seeks to build and operate one or more new coal-fired power plants in North Dakota in the 
near future. 

Unlike oil tax revenues, which oscillate dramatically from one y~ to the next in response to global 
events that affect oil prices, coal tax revenue and coal (i.e., lignite) prodt· 'ion in North Dakota has been 
relatively constant over the past couple of decades, The coal industry generates revenues for the State in 
two direct fonns: the coal conversion tax revenue and the coal-severance tax. In the 2000-2~ 1 
biennium. the State received $78.S million dollars in coal conversion tax and coal severance tax revenues. 

Coal tax revenues (source: Clayburgh. 200 l) 
Coal conversion tax revenue 

2000: $1S.4 million 
2001: $16.4 million 

Coal severance tax 
2000: $23.6 rniUion 
200 l: $23.1 million 
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Current Research and Potential Future Revenues: CO2 Sequestration, Enhanced OU Recovery, 
and Coal•btd Methane 

Geologists of the NDOS have been involved ln an international study ofCQz sequestration (i.e .• storage) 
,n geologic fonnations of the Williston Basin. In a pilot program, Basin Eleatric's Dakota Gasification 
plant is contracted to pro•tidc 95 million standard cubic feet of CO2 per day for htjecdng into the Wcybum 
Field, The sale of this gas is anticipated to gross avproxirnately $30 million per year for the next several 
years. IJtjcction of CO2 into maturing oil fields promises multiple benefits for North Dakota's economy 
and the State•s tax revenues. First, North Dakota coal industry wm receive additional income from the 
sale of CO2, Second, the oil industry will benefit from increased production from aging oil fields where 
production is enhanced and longevity increased by the ittjectlon of CO2, Third, the state of North Dakota 
profits from this development as increased oil production boosts tax revenue for the state, and sate of CO2 
by the coal industry increases sales taxes for the state by an estimated $3 million in the next biennium, 
This revenue stream should increase rapidly in the next decade as NOOS geologists complete studies of 
other aging oil fields and the enhanced technology is adapted in these areas. It is highly probable that the 
studies of the NDGS will create a new industry i.u the state from injection of CO, to enhance oil recovery 
in aging oil fields. The t~es generated from the sale of CO2 alone may easily climb by an order of 
IMgnitude to $10-20 m111ion per year. F\1rthennore, the a<ld i tional taxes associated with the purchase of 
materials. construction of the necessary pipc,lines1 and the income taxes paid by new employees in this 
field are not factored into thls conservative calculation of new tax revenues. 

The exploration and production of coal-bed methane in nearby states with similar geologic strata 
(Wyoming and Montana) signals possible new opportwuties for resource development in North Dakota. 
The NDGS has recently begun studies to characterize the production potential of coal-bed methane in 
North Dakota. This resource has not been quantified or mapped adequately iu our State. 

The recent work in CO2 sequestration, enhanced oil recovery, and coal-bed methane illustrate the need to 
keep the NDGS fully staffed and well funded so that it can respond promptly, adequately. and 
strategically to the evolution of new technologies and new mineral resource explorations. The NDGS has 
been a catalyst for the development of extremely valuable mineral resources in the State for more than a 
century. As North Dakota's traditional agricultural-based economy becomes diversified, the energy 
sector, fueled chiefly by fossil fuels, will play an increasingly important role in North Dakota's economy. 
The NDGS has been the primary research qroup to locate and study the fossil-fuel bearing strata. 

Construction of Digital Geologic Data Sets 

In the l 960s and 1970s1 the NDOS, in cooperation with the SWC and USGR, conducted a statewide 
geologic mapping program for each county. The geology was mapped at a scale of 1: 125,000 
(approximately l inch equals 2 miles). This program was extremely valuable to the state because it 
identified and char~cterized the groundwater resources of the state, locate:i and quantified mineral 
resources in the surface (e.g., sand, gravel, concrete, clay for bricks) and subsurface (coal), and 
characterized surface materials for the benefit of construction and road building purposes. Publications 
from this mapping program are now largely out of print, hampering researchers, engineers1 and 
government agencies in acquiring fundamental knowledge of the state1s geology and hydrology. 

Beginning in 1995, the NDGS, in cooperation with the USOS, has conducted a new mapping program, In 
this progratr4 the geology of the state is being mapped at a much more detailed scale ( l :24,000; 1 inch 
equals 2000 feet or 3/8 mile), In addition, the geology, geohydrology, and subsurface minerals are being 
mapped and digitized to create digital data files, which can be displayed, manipulated, and analyzed using 
geographic information systems (GIS), These data sets pennit highly sophisticated, complex, and rapid 
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analysis. The data are being used by other state agencies, federal agencies, academia, government 
entities, and industry, particularly the consulting industry, 

A commissioned study (Bhagwat and lpe, 2000) by the Illinois and Ktntuoky state geological surveys 
found that the benefits of mapping range from 25 to 39 times the cost of producing a digital geologic map 
and files. The NDGS has been producing an average of 10-1 S new digital geologjc maps per year at an 
average total cost of$85,000. Half the cost is bome by 'be USGS in a cooperative program known as 
ST A TEMAP. The aMual economic benefits of our mapping program are estimated between $2,125,000 
($85,000 X 25) to $3.3 t S 1000 ($85,000 X 39). The benefits of our mapping should accelerate as more of 
th~ state is compiled in digital data sets and more agencies and industri~ use digital technologies to 
perfonn their analyses. 

Currently, the state is rC(leiving only one-third of the money it could from the federal government for 
ST ATEMAP. The program is scheduled to l'Ull through 2010 with no guarantees of being reauthorized by 
the federal government. It is in the State's best financial interests to restore the funds requested by the 
NDGS to acquire modem OPS equipment and software so that the geologic mappers can increase their 
output while the federal government is covering half the cost of the program, After 2010, the state may 
have to bear 100% of the cost of completing this vital and economically valuable program. [Note: 
existing OPS equipment is obsolete and uses a DO!; operating system, which is no longer available on our 
department's computer systems. New GPS equipment runs an estimated $15,000 per set per mapper-we 
would need two systems to share among the three mappers in the STA TEMAP program. The new OPS 
equipment would allow the existing staff to map SO% or more maps with the same salary and make better 
use of federal matching dollars in the years remaining in the STATEMAP program.] 

Intangible and Non-quantified Benefits 111d Activitits 

Among the greatest contributions the NDGS makes to the state is the intangible and largely non
quantified savings we provide through our environmental-assessment and site-characterization programs. 
For example, in the l 990s, each county and major municipality in the state was required to locate and 
construct state-approved landfills. The NDGS perfonned the site characterizations to ensure that these 
landfills were properly located and would safeguard groundwater resources, many of which are used as 
the primary source of drinking water across North Dakota. The prevention of one underground 
contamination problem can save local municipalities and governments tens if not hundreds ofmiUions of 
dollars to remediatel Our work has prevented local governments from possible bankruptcies and kept 
them from becoming economic burdens to the State, 

Currently, NDGS geologists are conducting a statewide assessment of landslide and unstable ground 
ha7.ards. North Dakota has more unstable ground (as a percentage of land area) than any other state in tha 
union except Alaska! Unstable groW1d costs the State millions of dollars each year in damage to 
infrastructure. Unstable ~ound is also a great burden and expense to private property, This program is 
not revenue generating, but will lead to enonnous savings by identifying those materlaJs and those 
localities that are most susceptlble to landsliding, swelling, heaving, and other fonns of instability. 

As demonstrated above, the NDGS is involved in some of the largest revenue-generating industries in the 
State. Nevertheless, !he NDGS has a mission to provide infonnation on all aspects of geology to all 
interested parties. Consequently, the NDGS is fully committed to educational outreach programs, which 
do not generate revenue, but are invaluable in providing requested infonnation to all who seek it. In an 
average month, the staff of the NDOS field 350 phone calls, e-mail messages, faxes, and personal visits 
from other government officials, state and federal scientiats, academic researchers, school children, and 
interested lay citizens concerning the geology of our state. The NDOS routinely interacts with the Office 
of Emergency Management, Department of Public Instruction, Department of Health, State Water 
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CommJssiont State Historical Society, Department of lnfonnation Technology, Department of 
Agriculture, and Land Department. 

NDOS geologists lead field trips, make olass picsentations to school children and college students, draft 
language for the state science standards, develop web-based curricula, develop traveling ounicuJa in earth 
sciences, write publications for scientific peer-review and for lay citizen audiences, and provide 
inform4tion for industry on a per request basis. In the absmce of our agency, the general public, 
Industries, and government agencies would either not acquire the necessary infonnation. or would have to 
expend money and resow-ces to reconstruct information which is readily provided by the we JI trained 
scientific staff at the NOOS. [Note: NDGS has nine professional geologists-all have Masters Degrees 
and six have Ph.Os.] 

NDOS geologists oversee several regulatory programs including pennittlng of coal, geothennal, class m 
utjection wells, and fossil collection on state land. As regulatory programs, they are key to protecting the 
environment and valuable natural resources (i.e., fossils), though these are not revenue generating 
activities. 

The NOOS is charged with collection, cw-ation, display, and study of all non-human fossil remains 
unearthed in the State. Fossils have intrinsic value for the information they provide about the geologic 
history of North Dakota. Paleonotologica1 infonnation is vital to reconstructing the paleogeography and 
paleoctimatology of our State. This infonnation fs not entirely academic, as such infonnation is used in 
the prospecting and study of oil~producing strata in the Williston Basin. Fossil displays have become 
particularly popular attractioiu in museums. Dr. Hoganson's work with summer tourist digs has spurred 
eco11omic development in communities such as V'/alball11t Bowman, and Marmarth. This program is one 
of the things slated for scaling back or eUmination in the face Clfproposed budget cuts. We believe that 
the money spent to maintain the paleontologica1 program is more than recouped by the economic benefits 
realized in communities that host summer digs and the museums that have paleontological displays that 
attract tourists and keep them in the State for extra days. 

Su~ary 

The State Legislature is faced with a daunting task of cutting expenses. Nevertheless, cuts to a rughly 
productive, revenue-~enerating agency, such as the NDOS, will be counterproductive as they will 
decrease our ability to generate the revenues that fuel North Dakota's economy and ftll the State's coffers. 
After a decade of nearly continuous budget cuts, the NOOS has been trimmed to a point where important 
programs that sustain and contribute to the economic development of the state are being adversely 
affected. Staff geologists with the NOOS are operating with archaic and inefficient field tools and 
technologies, operating with insufficient support, and operating at understaffed capacity. Retention of 
existing staff is vital,and expansion of staff would permit additional discoveries of giant oil fields as our 
staff systematically studies and characterizes the subswface of the Williston Basin. The NDGS with a 
biennial budget of $2.S million is responsible for the tangible generation of more than $220 million in tax 
revenue, lease sales. and economic development in the past hiennium. Additional, non-tangible benefits 
arise from our activities that are not revenue generating, but are designed to save money by preventing 
environmental contamination and avoiding damage from natural hazard.'.l that can cause tens to hundreds 
of millions of dollars to remediate. The NDGS is one of, if not the, most cost-effective and greatest 
revenue-producing agencies in the State, An expanded staff would bring in additional revenue through an 
expanded mineral program. Upgrades to modem GPS equipment would pennit the NDGS to radically 
increase its compilation of digital geologic maps and data sets, which are of immeasurable value to many 
state and federal agencies, municipalities, and county governments. The State of North Dakota can ill 
afford to diminish further the revenue-generating capacity of the NDGS. 
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INDUSTRIAL COMMISSION 
John Hoeven • Governor, Chairman 

Wayne Sttneh;em • Attorney General 
Roger Johnson - Commissioner of Agriculture 

TESTIMONY BEFORE THE SENA.i'E APPROPRIATIONS COMMITTEE 

March 11, 2003 

Introduction 

Mr. Chairman and members of the Appropriations Committee, my name Is John Bluemle. I 
am state geologist and director of the North Dakota Geological Survey, a division of the 
Industrial Commission. l'Ve been wfth the Geological Survey for 41 years, the past thirteen 
years as state geologist. 

Our main office Is at 1016 East Calgary Avenue In Bismarck (about a block west of Pukllch 
Chevrolet, north on Highway 83), We also have a paleontology laboratory at the Heritage 
Center here In Bismarck and a core and sample llbrary in Grand Forks on the UNO campus. 

I Intend to read the part of my testimony that relates specifically to our budget, The remainder 
of the testimony I've written Is Intended to provide background about the function and 
activities of the North Dakota Geological Survey and I don't expect to read that now (unless 
you want me to). 

I also need to respond to the letter from Legislative leadership, dated January 8 requesting 
our responses to four questions. We received this letter too late to discuss during our 
testimony before the House Appropriations Committee, although I did respond with a memo to 
the Legislative leadership and to the members of the House Appropriations Committee. I've 
summarized the content of that memo, on pages 2 and 3 of this testimony. Do you want me 
to read this material for you, or shall I skip ahead to the part of my testimony on page$ 4 
through 8 dealing with budget considerations? 
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Response to Letter of January 8 (. 
0. From Senator Stenehjem and Representative Borg 

1) "What Is the main purpose of your agency?" A loglcal response to this question Is to 
state our agency mission, which Is th reef old: 

1) To Investigate and report the geology of North Dakota emphasizing the state•~ 
energy resources and stressing applied research leading to economic benefits or 
quality of Ufe lrprovements for residents of the state; 
2) To provide public service, and to collect, create, and disseminate geologlo and 
map-related Information; and 
3) To administer regulatory programs for the ND Industrial Commission and aot In an 
advisory capacity to other state, federal, and local agencies. 

MQst Qf the §lYdle=z gyr g~o!Qgl~t~ do slt§ IDl!ilOded tQ i!ltbet dlreQU~ Qr lndlreQtl~ lead to fulyre 
f'QOoomlo benefits tQ the State. Some of our work increases our baslo techrdoal knowledge of 
the geology of North Dakota; some provides cltlzr· i-,s with baslo Information about the State; 
some address environmental Issues. Much of our work has potential economic Impact. 

The GeQltMJl2s1I Syrve~•s OOQSt basic task I§ tQ ma12 tb~ geQIOg!l Qf Nm:th DikQta. Geologic 
mapping helps us to determine where our mineral resources are located, what they are 
worth, how they might be developed, and how best to reclaim the land. Geologic mapping 
also helps us Identity geologlo hazards so we can deal with them effectively. Mapping helps 
us learn about North Dakota's geology I where fossil dinosaurs are found, how and why our 
climate changes and t ,as changed In the past, and any number of other earth-science Issues. 

,.,,.--... , (} / 

\\ 
. 

2) "How do you measure the achievement of your purpose?" This Is done In several 
'• _) ways. We monitor the number of public Inquiries we receive for Information (and we evaluate .. _,_ 

our ablllty to respond accurately and quickly to those Inquiries); we track the number of new, 
In-house publications we 1 . ,lease and the number of publications staff members publish In 
national and International journals; we keep track of the number of presentations. both 
general and technical. that our staff members make each year: and we monitor usage of our 
core and sample library In Grand Forks. 

Last year we responded to about 51000 requests for Information about North Dakota geology, 
We have an extensive and heavily used Internet Home Page that provides a variety of 
geologic data and general Information about North Dakota geology. We track the number of 
"hits" on our web site - last year there were more than 1351000 hits per month. 

We try to track how many new oil wells were drilled, how many new sand and gravel pits 
were opened, etc. because of Information we provided In o'-lr geologic reports. These kinds 
of things can be dlfflcult to measure precisely, but we have shown that the work we do results 
In large amounts of new mineral leasing, drilling, and mining In the State. 

Using these kinds of techniques, we have shown that the North Dakota Geological Survey 
generates many more times the amount of revenue for the State than the State spends In 
funding the agency. 

C I . 
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3) "What can the legislature do, financially and otherwise, to help you achieve your 
purpose?' 

Legislators o~n provide olarlf lcatlon on Issues that concern them and they should let us know 
how we can best respond to their needs and wishes. LeglslatorG should also tell us their 
com,tltuents• concerns. 

During the current session of the f eglslature. If at au poss Ible, the Legislature should try to 
looure that our agenoy remains at full current strength and with §Uffiglent funding to optrate 
effectlyety. Given the value to the State of our geologic studies that result In tens to hundreds 
of millions of dollars In revenue and lease sales, It Is counterproductive for us to eliminate 
professional NDGS personnel (as budget constraints will require of us next biennium), 

4) "How can you report (measure) your results so the public can easily undttrstand 
your purpose and evaluate your effectiveness?" 

We communicate the findings and conoluslons of our geologic studies In North Dakota 
through various means. Some of our studies are necessarily technloal and therefore result 
In teohnloal reports. Even though the results of all of our studies are public Information, and 
available to anyone, some of lhe more dfffioult reports are of more Interest to professional 
geologists, engineers, and other people In Industrial positions. 

Our reports are routinely used by Industry In their work - for example, virtually all oil 
companies operating In North Dakota use our reports on the oil- and gas•bearlng formations 
when determining where to explore for new resources or when designing enhanced-recovery 
projeots. Geotechnical firms, consultants, state and federal agencies, munlelpafltles, and 
others routinely use our maps and reports. 

Publications In our Educational Serles provide general Information on the State's geology to 
the publlo. We have about 500 reports currently avallable that our geologists wrote. Our 
twlce .. a-year NDGS Newsletter helps to keep the public informed about our activities. 
Besides articles of general Interest, we report on meetings attended, papers presented, new 
publications, and events of lnter6st. Our newsletter reaches a segment of the public that 
tends to be Interested In geology. and we publish it in both hard-copy and on our web site for 
greater access. 
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North Dakota Geological Survey Budget Considerations 

The North Dakota Geological Survey currently operates with a total FTE staff of 21,65 
geologists and technicians. Our budget for the 2001 • 2003 biennium Is $2,685,209, which Is 
the amount left after deducting $21,327, the 1.05 percent General Fund Allotmont. 

Under Governor Hoeven's Executive Budget recommendation for 2003 .. 2005, our General 
Fund dollars will decrease, but our overall budget allowance would Increase very slightly, 
from $2,685,209 to $2,696,457 due to the addition of federal funds. The breakdown Is as 
follows: 

,\ ,, 

I I 

' 

I 
I 
I 

i 
! 
I 

I 

l 

Current (2001 -2003) Biennium: 
Salaries: $2,125,061 
Operating: 520, 148 
Equipment: 40,000 

TOTAL . $2,685,209 
I' 

Upcoming (2003 - 2005) Biennium: 
' I ' 

(79%) 
(19%) 
(02%) 

General Fund: 
Federal Fundt): 
Speolal Funds; 

$2,598,463 (96, 7%) 
78.446 (03%) 

_--¥-18,.x.::300_ (00.3%) 
$2,685,290 

';' ; 
Salaries: $2,103,054 
Operating: 5701903 

(78%) 
(21%) 
(01%) 

Ger.era! Funds: 
Federal Funds: 

$21541,430 
155,027 

-0~ 
$2,696,46'/ 

(94%) 
(06%} 
( 0%) ',··,.\· Capital Assets: 22.200 

TOTAL $2,696,457 
Special Funds: 

• '' I 

·' •' . 

We made outs in several areas to comply with Governor Hoeven's 96% budget guideline, 
while still attempting to meet projected increased costs. 

Staffing 

In order to comply with the Governor's 95-percent budget stipulations. we eliminated two 
general-funded FTE positions from our staff. However, we were able to save one of the 
positions - a soils compiler ... by swltohlng it to federal funding. Even so, as matters currently 
stand, we will be losing one FTE geologist position. 

Current {2001 • 2003) Biennium 
General-Funded FTEs 

21.65 

Upcoming (2003 •2005) Biennium 
General-Funded FTEs 

19.65 

General-Fund Salaries 
$2,071,389 

General-Fund Salaries 
$11949,247 

Change 
($122,142) 

As you can see, v._e decreased 01 rr total outlay for salaries and benefits for next biennium. 
We also decreased our reliance on general funding by nearly doubling our federal funding. 
Most of the increased fedNal fundinn will be dedicated to our soils compflatlon and 
digitization program. 
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Operating 

Wo use approximately 80 percent of our operating budget to cover our fixed costs - rent. 
telephone. utllltles, Insurance, eto. - which leavas us with very little money ov~r which we 
have any dlreot control. 

If you examine our overatt operating budget figures, you will see that. of the 24 oategorlos 
listed, we project Increases In six of the them, decreases In eleven, and no ohanqes In seven 
categories. 

Information Technology Fees: 
Data Processing; 
Te/ephons: 
Software/suppl/es: 
Contracted Services: 

Current 
2.6,000 
23,200 
25,000 
19,500 

Requested 
30,270 
24,424 
30,500 
18,500 

lncrease/(Deorease) 
6,270 
1,224 
5,500 
(1,000) 

Most of the Increases we project In IT spending are the result of Increased needs on our part 
rather than due to Increased costs being Imposed by ITD. For example, we project an 
Increase of $5,270 in data processing costs, mainly a result of our need for Increased data 
ports for our so11s program, lntems and temporary help, along with new network equipment 
access. 

Our telephone co~ts (phone hookups, long distance fees, eto.) will Increase slightly - by just 
over $1,200. 

'rhe North Dakota Geotogloal Survey Is a computer .. fntenslve agency, with a large geographic 
ln:ormatlon system capacity and a need for sophisticated map-making ability. We project a 
22Mpercent Increase In spending for computer software and supplies. 

Travel: 
Current 
80,850 

Requ1Jsted 
77,850 

lncreasel(Decrease) 
(3,000) 

Increased motor pool costs will make It necessary for us to cut baok on our field operations. 
We Intend to cut our spending In this area by about $3,000. Part of this cut relates to the fact 
that we will have one less FTE. so our total travel costs will be stlghtly lower. Cutting our field 
operations is a difficult decision because our regulatory programs require that we do field 
Inspections and our geologic programs form the basis for our mission - much of what wo do 
d~pends on the acquloltlon of basic rleld data. 

With the posslblllty of rapldl y Increasing fuel costs, I think It's likely that motor pool costs will 
Increase substantially during at least part of the upcoming biennium. In that ca.se. we will 
have to curtail our field operations even further. 

Postal Costs: 
Current 
10,500 

Requested 
9,000 

lnoreasel(Decrease) 
(1,500) 

Postal costs hr!ve Increased recently and will likely rise further In the near future. Even so, 
we've projected a cut In postal costs of $1,500, or eight percent In our 2003 M 2005 budget 
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because we expeot to provide Increasing amounts of data and reports on the Internet, rather 
than malling them out. 

Bui/ding Rental Charges: 
Current 
182,796 

Requested 
197,500 

.tncrease/(Decrease) 
14,704 

Rental costs for our office space wlll lnorease by 5 percent. from $12.00/square foot to 
$12,60/square foot. Our rented warehouse space will Increase by 1 O percent (we are 
ourrentfy paying $3,90 for that space), We project that the total costs for our office and 
warehouse space wlH Increase by $14,704 for next biennium. 

Our total projected operating budget for next biennium Is $570,903i therefore, the $197.500 
figure we project for rent for next biennium represents about 35% of our total operating 
budget. This compares to the 33% we are paying for rent during the current biennium). 

During the 1999 • 2001 biennium, the percentago of our operating budget devoted to rent 
was 25%. In 1991. when I presented the North Dakota Geological Survey's budget for the 
1991 .. 1993 biennium, whloh was the first agency budget I prepared as state gootoglst, our 
total operating budget was $400,4·t2 and we paid $661959 In rent for the biennium. In other 
words, rent amounted to J1.1.;t under 17% of our total operating budget. 

The amount of money we pay In rent has tripled In the past 12 years, while our operating 
budget has been nearly steady - and I haven't even mentioned Inflation. This drastlo erosion 
of our operating budget has made It Increasingly difficult for us to do our Job productively. 

1'11 go on to the other Items In our operating budget. 

Insurance: 
current 
10,810 

Requested 
12,000 

Jncrease/(Decrease) 
1,190 

Certain f nsurance rates have recontly taken a considerable Jump since September of 2001. 
tn order to minimize the Impact on our budget. we Increased the deductibles on some of our 
Insured Items. Our rlsk-managem~nt fees will Increase. We projeot that our total insurance 
bill next biennium to Increase by about $1.190, or 11 percont. 

Printing: 
current 
40,200 

Requested 
36,200 

lncreasel(Decrease) 
(4,000) 

The money we spend tor printing Is used primarily for publishing the results of our geologic 
studies. We expect to be making Increasing amounts of lnfmmatlon available on the Internet, 
and this will help us to decrease our printing costs somewhat. However, even though all of our 
Industry-related clients probably have Internet access (and a high order of computer literacy), 
many private citizens do not. For this reason we expect to continue providing paper-copy 
publications for the foreseeable future. 

We expect two factors - a gradual switch to Internet technology and decreased agency output 
due to staff cuts - to outweigh anticipated generally Increased costs for printing. Oonsequently, 
we have projected a decrease of $4,000 next biennium In our overall printing costs. 
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And finally, rve listed the remaining Items In our operating budgot for which we projeot little or 
no change for next biennium. 

Other Operating Expenses - (Elth~r no change for next biennium or a small decrease) 

Current Requested lncreasel(Decrease) 
Utllltlee: 6,500 6,500 0 

Lcasa/Rent Equipment: 1,000 500 (500) 

Dues & Prof. Development: 6,000 6,000 0 

Operating Fees & Servlcl,s: 13,650 13,400 (250) 

Repairs: 13,660 13,550 0 

Prof. Services: 9,350 9,100 (250) 

Office Sup.r,lfes: 21542 2,500 (42) 

Prof. Supplies: 22,500 22,5()0 0 

Food & Clothing: 0 0 0 

Med/cal, dental, optical: 6,000 6,000 0 

Bldg, Gmds, Vehicle mice: 6,700 6,700 0 

Equipment 

Office and other Current Requested lncreasel(Deorease) 
Equipment Under $5000: 5,000 1,309 (3,691) 

We project a very small increase In the cost of office equipment (replacing worn•out chairs, 
etc.) - we haven't spent anything on office equipment during the current biennium. However, 
our spending for other equipment (mainly miscellaneous field equipment) will drop a sufficient 
amount to compensate for that small Increase. The net result wlll be a decrease of about 
$3,700. 

IT Equipment Under $5000: 
Current 
35,000 

Requested 
33,500 

lnoreasel(Decrease) 
(1,600) 

We expect to decrease our spending for IT equipment slightly, by $1,500 next biennium. The 
amount we will be spending wm Include several replacement computers, battery back-ups, 
and printers. 
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Capital Assets/IT Equipment 
and Other Equipment: 

Current Requested 
22,500 

lniJreasel(tJecrease) 
2~,500 

0MB Introduced this new oategory for next biennium. For the NDGS, it amounts to $22,500 
and It wllf lnvlude a large plotter and wide-format color scanner. We aJso have to replace our 
obsolete (and nearly worn-out) photocopier. 

Summary of Budget Considerations 

I'd like to point out that the North Dakota Geologloal Survey Is a net revenue pl'oducer for the 
State of North Dakota. Our studies result In oil and gas discoveries that result In la:9e 
amounts of revenue to the State, Since I became state geologist In 1990, I've seen oil 
companl&~ make discoveries, speclfloaUy based on Information we proyfded .!Wml, that hava 
.resulted In mllllons of dollars In revenue to tha State. 

Conslderfng onty one of our major activities - Identification of new prospects for oil and gas 
exploration - ft shoutd be pointed out that, over the past ten years, the North Dakota 
Geologloal survey was directly respgnsible tor: 

• Identifying the potentfal for most of the oil-producing structures on the BIiiings Nose 
(one of our geologists named the BIiiings Nose, and pointed It out to Industry); 

• Identifying (and pointing out, in 1993) the pot~ntfal of the Red River B Zone In 
Bowman County; 

• Identifying (In 1979) and later publlclzlng the potential from the Lodgepole 
Fonnatlon in the Dickinson area. 

Use of our Core and Sample Library collection routinely leads to discoveries of oil and gas. 
Even in times of low oll prices, companies use the resources In our core library In Grand 
Forks to explore for 1:1ddltionat pay zones within existing fields. This Information IR also used 
to apply new technologies to enhance current oll recoveries. 

Similar North Dakota Geological Survey contributions can be documented for the 
Identification and development of other economic mlnerala In the State. 

The geologlo maps and reports we provide are used by Industry to locate fav(.)rable areas for 
various mineral mines, Including sand and gravel, caal, clay, volcanic ash, arid other mineral 
commodities. A few years ago, the Kentucky and Illinois state geological surveys showe,d that 
geologic map products retum between 7 and 55 times their initial cost to the taxpayer. What 
other Government program can make that statement? 

When utilized by geotechnlcal consulting firms, munlclpalltles, land developers, and others, 
our geok1glc maps can save money by preventing buildings, roads, transmission lines and 
pipelines from being located In areas of geologic hazards such as landslide -prone areas. 

Certalnly, it Is safe to say that, as a result of Geological Survey contributions, the State 
of North Dakota realizes revenue each biennium that exceeds by many times the cost 
of funding the agency. We generate many times the amount of money that 1s provided 
to us to do our Job. 
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ADDITIONAL INFORMATION 

Background Information About the North Dakota Geological Survey 

The green-colored sheet at the end of my testimony lists all of the Geological Survey's 
statutory duties. 

Regulatory Reaponslbllltles 

The Geological Survey Is not primarily a regulatory agenoy, but we have several specific 
regulatory duties which I have Usted here: 

• OIi well core and drill samptes (+ other subsurface samp(es)i WIison M. Laird Core and Sample Ubrasy In 
GrandFOlka 

• Coat e)(pforatlon - (holes drilled outside of mine permit boundaries) 
• Geothermal resources - (nonresidential lnstallatlons) 
• Paleontologloal (fossil) resouroes - (oversee collecting of fossils on publlo lands) 
• Subsurface mlnerals - (all mlneral µroductlon other than oll and gas, sand and gfavel, and coal) 
• Class Ill Injection wells (solution mining of subsurface minerals) 
• Confllot resolution regardfng subsurface mineral produotJon. 

We evaluate the occurrence and economic value of mineral resources on State of North 
Dakota land for the Land Department. This Involves mainly ofl and gas and coal. We 
evaluate the geologic suftabUfty and lmpaot on fossil resources of construction projects such 
as landfills, transmission and plpelfne corridors 

Technical Investigations 

Economic Minerals Geology. Nearly alt of our studies are Intended to either directly or 
indirectly lead to future economic benefits to the State. Some of our act'vltlas Increase our 
basic technical knowledge of the geology of North Dakota; some provide citizens with basic 
Information about the State; some address environmental Issues. Most of our work has 
potential eoonomlo lmpaot. 

About a third of our total agency effort is directed at understanding the geology of the rooks 
that produce oH and gas. We also identify and evaluate other economic minerals, such as 
olay, lignite, salt, potash, sodium sulphate, leonardite, cement rook, volcanic ash, and gravel. 
We Identify, map, and evaluate areas prone to slumping and landsliding. We have recently 
responded to Increased numbers of requests from companies seeking information about 
methane occurring In coal - coalbed methane. 

Geochemical Mapping. We recently entered Into an agreement with the U.S. Geological 
Survey to conduct a state-wide geochemical study of North Dakota. This Is part of a 
nationwide effort to create a geochemical map of the lh1ted States to provide statistically 
valld, unbiased, background Information about more than 20 elements, lncludf ng arsenic, 
mercury, and selenium. We are collecting the samples from about 700 locations (samples 
collected on a ten•mlle grid) across the State. The study will give us an enormous 
Information base s,o we oan accurately assess changes in the composition of sediments due 
to such things as agrloultural practice, energy-plant emissions, and other factors. 
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So/ls Compllallon and Digitizing. Since 1997, we have employed four technical staff 
persons devoted exclusively to compiling and digitizing county soils maps tor North Dakota 
(we began with five people, but lost one of the positions during the last legislative session). 
Until last year. the work Involved manually compiling and scanning the soils maps, and 
digitizing the scanned product. We recently amended our teohnlque, eliminating the drafting 
and scanning tasks and reptaolng them with a digital process. This task Is now performed by 
a North Dakota company, Agrl tmaGIS, with offices In Maddock and Fargo. We have 
completed about 70 percent of the State, and we expect to complete the work on time, In 
2006, as we projeoted when the Legislature asslgrled the soils program to us In 1997. 

Core and Sample Library. We collect and store all oll-well core and samples and make It 
available for study In our core and sample library. Most of the usage Is by oil Industry 
geologists and private consultants, as well as by our own geologists. We have a more 
complete colleotlon of all the oil-well cores that have been cut In our State than does any 
other state. In faot. we have about 90 ~ of core stored In our core library In Grand Forks, 
along with samples and cuttings representing about 100 mllllon feet of drilling In North 
Dakota. 

Our core colleotlon is probably the most Important scientific "tool" the State offers for 
promoting ofl and gas exploration and developm~nt In North Dakota. Virtually all of the 
exploration for oll and gas that takes place In the State benefits from core studies done at our 
core library. Much of the exploration simply would not happen - nor would It be nearly as 
successful as It Is - If the core wasn1t available for study. 

Annual Horizontal Drllllng Conference. For the past ten years, we have worked closely 
with our counterparts In Saskatchewan. the Saskatchewan Energy and Mines. In organizing 
and running an annual Williston Basin Horizontal Well Conference. The workshops altemate 
between North Dakota and Saskatchewan. The Eleventh Annual Conference wltl be held tn 
Regina. April 27 - 29. The Conferences have encouraged and enhanced horizontal drllllng In 
the State and they have resulted in greatly Increased Canadian oil-Industry Investment In 
North Dakota. 

Geologic Mapping. The North Dakota Geological Survey's most basic and Important task Is 
to map the geology of North Dakota. Geologic mapping helps us to determine where our 
mineral resources are located, what they are worth, how they might be deve1oped and how 
best to reclaim the land. Geologic mapping also helps us Identify geologic hazards so we 
can deal with them effectively. And mapping Is how we leam about North Dakota's geology, 
where the fossils are found. how and why our climate changes and has changed In the past, 
ar,d any number of other earth-science Issues. 

Geologic mapping Is so Important to our nation's well-being that, In 1992, Congress passed a 
National Mapping Program. Congress has Increased funding substantially for this program 
every year since. The money Is provided exclusively to state geological surveys and most of 
the state surveys are utlllzlng the funding to the fullest. The money pays much of the cost of 
geologic mapping by those state geological surveys that are able to match the federal 
funding, generally In-kind, 
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We've been able to apply for only a portion of the National Mapping Program f undlng that Is 
available to us because we don't have sufflr1!cJnt staff to do the work (or to provide the matoh). 
Since the program was Initiated, we hilvt1 received $261,000 for geologic mapping In North 
Dakota, compared to an average of over $600,000 for other states. I hope that we wlH 
eventually be able to add sufficient mapping geologists to our staff to utlllze the funding that Is 
available to us and enable us to accomplish more of the detailed geologlo mapping that 
need6 to be done In North Dakota. 

Over the current biennium we have been mapping In both the northeastern comer (Cavalier 
and Pembina counties) anJ western part (BIiiings, McKenzie. Mercer, Morton, and Stark 
counties) of North Dakota. Our mapping In BIiiings and McKenzie counties has been mainly 
In landslide-prone, badlands topography adjacent to the North and South Units of the 
Theodore Roosevelt National Park. Mapping In Mercer, Morton, and Stark counties was 
conducted In response to the desire of the Hebron Briok Company to find a new source of 
brick clay, Based upon our fieldwork, we generated a map of the clay deposits In the area, 
We were able to show that muoh more clay occurs In the area than the brick company had 
been aware. We also conducted a tour of the area pointing out those clay deposits that 
appear to have the best potential for brick manufacture. 

Lignite Resources. We completed and published the results of several coal proJeots during 
the current biennium. They Included a 1 : 1,000,000 scale map of the strlppable lignite 
reserves of westem North Dakota along with 1:125,000-scale maps of the counties. The 
maps were well received due to the renewed Interest In lignite generated by the Vision 21 
program. We also published a thickness and contour map of the Harmon bed, the thickest 
!Ignite in the State. The map has generated considerable Interest In the coalbed-methane 
potential In westem North Dakota and has spurred mineral companies to lease in several 
counties and It led dlreotly to about half of the dozen coalbed methane wells being drilled. 

Public OutreachlTourlsm 

Last year we responded to about 5,000 requests for Information about North Dakota geology. 
In addition, we have an extensive and heavily used lntemet Home Page that provides a 
variety of geologic data and general Information about North Dakota geology. In 2002, we 
had more than 135,000 hits per month on our web site. 

Our geologists give a lot of publlo presentations. We produce a variety of educational 
materials, fncludlng 1; 1.Jldebooks, maps, and other non-technical publications and exhibits. We 
work with the universities and colleges In North Dakota providing various kinds of earth
science Information. 

We have expanded our program of fossil digs In the State, allowing us to educate the public 
about North Dakota's geologic history and enabling more tourists and other Individuals the 
opportunity to "dig" for fossils. These digs, so far In northeastern and southwestern North 
u3kota, have brought tourists to North Dakota, giving them a chance to experience our high 
quality of llfe. 

Page 11 

.... ~.·· 
'"'4 .. -~-w 

I 
I 
I 
I 
l 
f 
t 
1 
! 
! 

j 

' 

J 



.. .. 

0 

J' 

,: 
i 

Two or our geologists recently wrote a book on the geology along the Missouri A,ver route 
followed by Lewis and Clark. The book will be released In June, 2003 by Mountain Press 
Publishing Company. 

We operate the North Dakota Earth Science Information Center - ESIC for st 1l.>rt - providing 
a variety of topographic and natural resouroe maps ar,d other kinds of earth•solenoe 
Information to the publlo. Through our ESIC office, we aot as a clearing house for the sale of 
air photos, topographic maps, and other kJnds of maps. We sold about 6,000 maps last year 
- we tend to be espeolally buay during hunting season when people stop In our offloe to get 
topographic maps of their hunting areas. 

We also operate North Dakota's global positioning system (GPS) base station at Bismarck 
State College. We recenUy converted the base station to a free, publto-access faoHfty. Use 

: of the base station allows anyone using GPS equipment to be much more precise In their 
work. 
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North Dakota Geological Survey 
INDUSTRIAL COMMISSION 

John Hotwn • Gowtnor, Chairman 
w...,,.. Ste~ · Attorney G.netal 

Rogtr Jofwon • Commlulontt of Aoricuttur• 

OVERVIEW OF THE NORTH DAKOTA GEOLOGICAL SURVEY 
John P. Bluemle 

Testimony Prepared for the Senab!! Appropriations Committee 
March 31, 2003 

Intrpduction 

The North Dakota Geological Survey has three main responsibilities: 
1) We investigate and repon the geology of North Dakota. We emphasize the state's 
energy resources, but we also stress topics leading to economic benefits or quality--of~ 
life improvements for residents of the state; 
2) We provide public service by collecting and disseminating geologic and map
related infonnadon; and 
3) We administer regulatory programs for the North Dakota Industrial Commission 
and we act in an advisory capacity to other state, federal, and local agencies. 

GeolQaic Inve,tiptions 

The North Dakota Geological Survey was formed 108 years ago, Since that tlme, we have 
stressed various economic problemt. at different times. Many (but not all) of our activities 
have related to natura1-resource issues. 

Most of our earliest efforts at understanding the geology of economic minerals. in the late 
l gcJa and early 20th centuries, were concentrated on the state's lignite resources, Our work 
eventually led to the development of an important lignite mining industry in the state. 

Similarly, before oil was discovered in Nortl1 Dakota, we devoted considerable early effort 
toward understanding the geology of potential oil and gas resources. Oil was discovered in 
1951 and, since then, our petroleum geologists have continued to research the oil-and~gas 
bearing formations. leading to discoveries in new areas, at new depths. or using new 
technologies. 

Our overall activities are broad and they are varied. I'll summarize some of them, 
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Geologic Mapping. Our most basic task is to map the geology of North Dakota. Geologic 
mapping is how we learn about North Dakota's geology. Mapping ls how we determine 
where our mineral resources are located, what they are worth, how they might be 
developed, how best to reclaim the land. Mapping ht.lps us identify 1~eologic hazards so we 
~an deal with them effectively. 

Paleontology, We are involved in a variety of studies relating to North Dakota's fossil 
resources. We maintain the State Fossil Collection at the North Dakota Heritage Center, 
and we prepare specimens for display- they include the mastodon, the mosuaur, and 
dinosaur specimens we have prepared for display in the Heritage Center. We work with 
museums across North Dakota, providing displays of North Dakota fossil specimens. We 
have conducted fossil "digs .. in the northeastern and southwestem parts of the State, and 
these have attracted participants from as far away as Europe, 

Soils Compllation and Digitizing. The Legislature assigned this responsibility to us in 1997. 
We initially employed five technical staff persons, devoted exclusively to compiling and 
digitizing county soils maps for North Dakota; one of these was taken away in 2001. 

.Annual Horlzontlll DrJJling Conference. For the past eleven years. we have worked with 
our counterparts in Saskatchewan, the Saskatchewan Industry and Resources, organizing and 
running an annual Williston Basin Horizontal WPll Cionference, which attracts between 300 
and 800 oil-industry people each year. The conference alternates between North Dakota and 
Saskatchewan - the next one will be in Regina in April (among the 20 or so talks at this 
conference, I will be giving one on the possibility of finding commercial quantities of 
shallow natural gas in glaciated areas in eastern North Dakota). 

Other Recent and Ongoing Studies. 
Here are some studies our geologists have recently been involved in: 
• We are studying the sedhnentation of stock ponds in the Little Missouri National 

Grassland to determine rates of erosion in badlands and grasslands environments. 

• We did geologic studies of the Devils Lake area, for the Water Commission and other 
state agencies, determining how often the lake has overflowed, how often it has dried 
up - how it has behaved in the past, and how it might be expected to behave in the 
future, under natural conditions. Our results were used as legal justification for 
removing six inches of sediment from an outlet so that water could more freely flow 
from the lake. 

• We provided a detailed geologic analysis of the flooding problem in the Red River 
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n Valley. especially the Grand Forks area. This study was selected for an annual award 
1 
} 

as the best environmental study by any state geological survey. 

• We are currently worklng with the U.S. Geological Survey, the North Dakota Health I Department, the U.S. Natural Resources Conservation Service. NDSU, and other 
agencies, in conducting a state-wide, baseline geochemical study of North Dakota. 

• We are studying the Red Rivel' B Cedar Hills Field in Bowman County to understand 
production patterns and mechanisms in this giant oil field. 

• At the request of the Department of F.conomic Development and Finance, we 
recently provided a geologic derivative map showing the location and extent of a 
potentially economic mineral deposit in south-central North Dakota, l 

I 

1 

• We are analyzing the natural hazards, especially landslide problems, in North Dakota l , 

and-providing the results of our studies to the Division of Emergency Management, 
j 

l 
the Department of Transportation, local governmental entities, etc. :! 

1 

l 
• We are part of an international group evaluating the potential of sequestering s 

I 

(permanently storing) carbon dioxide in oil fields. while at the same time increasing l 

0 ! the amount of oil produced from the field (Weyburn CO2 Sequestration Project). 

I 

I 

• We recently evaluated the integrity of all of the landfills operating in North Dakota . 

• At the request of the Hebron Brick Plant, we were able to identify a new clay deposit 
so they could continue their operations without interruption, 

In order for us to accomplish such a great variety of kinds of studies, we employ a staff of 
geologists, all of whom have either MS or PhD degrees, and are expert in a wide range of 
geologic disciplines. 

Public Outreach Service 
Our second major responsibility relates to public service. 

Requesl:8 for lnformat1on. Last year we responded to about 5,000 requests for information 
about No,;tl1 Dakota geology. In addition, our Internet Home Page provides a variety of 
geologic data and general information about North Dakota geology. In 2002, we had more 
than 135,000 hits per month on our web site. 
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Educational Mater/ala. We produce a variety of ,,;iducadonal materials - guidebooks, maps, 
and non-technical publications and exhibits. We work with the universities and colleges in 
North DRkota, and with the schools, providing various kinds of earth-science information. 
Our geologj,ts give a lot of public presentations at schools, servic~ clubs, and as field trips, 

Two of our geologists recently wrote a book on the geology along the Missouri River route 
followed by Lewis and Clark when they were in North Dakota. It will be released in June, 
2003 and I expect it to be popular with naturt!-orlented tourists following the Lewi, & Clark 
trail. 

&utlJ Scimice Jnformadon Center. We operate the North Dakota Earth Science Informadon 
Center - ESIC for short - providing a great variety of topographic and natural resource maps 
and other kinds of earth-science informadon to the public. We act as the state's clearing 
house for the sale of air photos, topographic maps., and other kinds of maps. We sold about 
6,000 maps last year - we tend to be especially busy during hunting season when people stop 
in our office to get topographic maps of their hunting areas. 

GPS Base Station, We operate North Dakota's global positioning system (GPS) base station 
at Bismarck State College, We recently converted the base station to a free, public-access 
facility, Use of the base station allows anyone using GPS equipment to be much more 

,~ precise in their work. 
j .. ~. ( 

111111111 

This list is incomplete, but the point is that our activities are broad. Our geologists work on 
a great variety of topics that benefit North Dakota in a variety of ways - from economic, to 
environmental, to general-interest topics. 

I'll close by listing our regulatory responsibilities: 

R~tmJatory Re:qx,nsibilities 

Formal Regulatory Duties. 
• Oil well core and drill samples(+ other subsurface samples); Wilson M. Laird Core 

and Sample Library in Grand Forks 
• Coal exploration - (holes drilled outside of mine permit boundaries) 
• Geothermal resources-(nonresidential installations) 
• Paleontological (fossil) re&0urces - (oversee collecting of fossils on public lands) 
• Subsurface minerals - (all mineral production other than oil and gas, sand and 

gravel, and coal) 
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• Class Ill injection wells (solution mining of subsurface minerals) 
• Conflict resolution regarding subsurface mineral production 

Additionally, the State Geologist provides geologic advice to a number of boards, councils, 
and committees such as: 

Air Pollution Conttol Council 
Water Pollution Control Council 
Ugnite Research Council 
Non-Point Source Pollution Council 
Pttdclde Tuk Foice 
Emergency Preparedness Subcommittff, 

Summary 

Our mission is broad, and our activities are highly varied. The studies our geologists do 
result in either immediate or in future benefits to th~ State. Some of our work increases our 
basic technical knowledge of the geology of North Dakota; som~ provides citizens with basic 
information about the Dtate: some addresseH environmental issues, 

The work we do is vitally important for the future of North Dakota. Much of our work has 
potential economic impact ... sometimes substantial. Our geologists' 'Wol'k resulted directly 
in the recent Lodgepole oil play at Dickinson, and in the current Red River B play in 
Bowman County. All three of the Vision 21 Lignite projects selected their proposed lignite 
mine sites based upon geologic information from our agency. On the other hand, the results 
of our work sometimes takes many years to see fruition. For example, work by early North 
Dakota Geological Survey geologists resulted in the eventual formation of a lignite industry 
in the state, and of a day (brick) industry. 
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NORTH DAKOTA GE~;LOGICAL SURVEY ActMTIES 
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s. Pomla 
6. Sulfur 
7. Glauber Salt 
•• Peet 
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C. eo.lStudia 
D. Sedimeatl.doo Studiet 
Jl GeGdaeGlicalMapping 
P. PILM>atoJogy 
G. Detil,LwStudia 
H. PloodiagStudia 
I. Climate Change atid Vadabmty Studies 
J. Landaliclea 
K. Latldfills 
L Soil, Complatioa and Digimmg 
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NORTH DAKOTA GEOLOGICAL SUR.VEY ACTMTms 
The Activitioa of the Geological Survey ate broad and highly varied. I've ptoVided " bdef 1lltnma.ty - JPB 

John Bluemle, PhD 
Mm:GouaJez.PhD 
Julie uPnet, MS 

<i,t,Jvi,t, 
Randolph Burke, PhD 
Tom Heck MS 
Lorraine Manz PhD 

Ptuw,J.AqthJtJn 

PaulI>iehJ.PhD 
John HogantoG, PhD 
Ed Muq,by, MS 

Geolo/fJc M.pp/D,- Our mo,t beeie tuk • to map the geology of North Dakota. Geologic 
mapping ii how we lam about Notth Dakota•• geohgy. Mapping is how we deteanine wbeie our 
u,incr.J raourca ate locat.ed, what they ue worth. how they might be developed. bow belt to 
recl•hn t.be leud. We are now producing high-tech digital maps aod geologic databua. 
(Naik GoaNlea,Loauae MMa,, Bd Nuq,lqJ 

MJIJ..J Re.outcfJS. Out geologi,ta map, evaluate, and promote IUCh tbiaga u Mad aad pavd. 
wkaaic .. h, uauium. 1alt, leoaw:ditc, potatb.1wfur, pubet •alt, pea~ cement rock and 
other cw:rent aad poteadal tesoUtCeS. For example, at the request of the Hebron Brick Plant. we 
were recently able to identify a oew day depo,ft so they could eo11tinue their opentioua without 
interruption. Lut Month we p.rovidcd detailed geologic information to a client intetested in 
developing North Dakota's vobaic ah tesource. 
(Ed Murphy, Mask GoazMa, toma,c Mam.John Bbmie. Tom ffec:k) 

Co-1 StudJn We ptoduced 22 Minetal Resource Maps in 2001 ani! 2002. Tht111114}1 llfl II,, si11gll 
IIIOsl ;,,,p,,ta,ll """1 MIid ~ iJuJMJlrilJ UIIIOl#d iJ, LJlfl#I VJM11 2f Projld. The program .i, aimed at 
opening new coll tnines and cod-fired plants in North Dakota. ~ MllrJ>bJI 

SedlmeatadOJI Studle& We ue studyiog the "ditneotation of stock ponds in the Little Miuoud 
Gtwwtd to ckteanioe tates of erosiou itt ~els and grasslands envitomnents. {Mid~) 

Gt:ocbemial Mqpl.ag. We ue doing a state-wide geochercial study of North Dakob. This will 
provide detailed. baseline infomiation ,bout the natural geochemistry. p'..omide Mus) 

Pllleontology. We ate involved in studies telating to North Dak.ota•s fossil resources. We 
maintain the State Fossil Collection at the North Dakota Heritage Centctt and we prepare spechnens 
lot display fot museums across the sute. (John ff~) 

DevJJ., Laa G«,Jol/Y• Our t~ent and ongoing studies of the Devils Lake area have determio,.d 
how often the Jake has ovettlowed. how oftett it has dried up - how it has behaved in the past, tUld 
how it might be expected to behave in the futute, under natural conditions. Our tcaults were used 
as legal justification by the Sbltc Water CommiMion for removing six .inches of sediment &or.a. an 
outlet so that wtter could more freely flow &om the lake. (Ed Mu,phy,Jobn Bluemle) 

PJooding. We provided a detailed geologic analysis of the flooding probletn in the R.ed River 
Valley. especially the Grand Forks area. This study was selected for an iannuat awatd as the best 
environmental study by any state geological SUffey, Owac LeFa-et,Jolut Btuemlel 
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CJJm,,~ CbMlgf# ,nd Vad•bJJ/ty. We ate evaluating the severity, duration, £.requency of dtougbt 
and wet cycles, Thia provide• essential undentanding of how to manage the Mitaoud Rivet, Lake 
Sabkawea, Devils Lab, and othet water bodies ia the state, Dohn Bluemlt, Ed Mwpby, Mak Oootalea) 

IAJ,aJJdo.. Nmk D,lu14 "41,,,,, WJ/4t1mi feldw« P1l1 othtr:d4/I 'X'1i!Ahrlw1 We are 
~ natural hazard, ,uch u landtlide problems, in Notth Dakota and ptoviding the tCIUlts of 
out 1tudiet to the DivWon of Bmetgeocy Mautgement. the Department of Transportation, local 
govemmA!Otal entities, etc, (Ed M\Upbri 

LadJIJI.. We have enluated the geologic integrity of all of North Dakota'1 land6U,. (P.d Muq,hy) 

Sao. CompJJ.doa tUMI Dl6'"-w• 1bt- ugilhture udgned ,oil, respon,B,ility to us ill 1997. We 
innlly employed five tecbrdcal 1taff penon,, devoted exdu.ively to coinpJlina and cligitmng ,:ounty 
aoila maps for North Dakota; one of these w tuea. away in 2001. ~riled a,,&1 NUlpl)') 

QJINHI OM l&dl@ Cuaolb: V11dnu 
{Becau,e tbete has beefl recent I .tgitlative coacem abcut pa:ofec:ts ismmag our petrolewn gec,logi,a.1 mve 
bdefly daaibed MYenl importao.t 1tudies 111d 11etm~ by these people] 

AaDu.J HOraotJt.l DtJJJJa, Conlttrace. For the past eleven years, we have worked with ow: 
cowit.etpatts in Sukatchewao, organmng, hosting and 11,oning an annual Conference, which attracts 
between 300 and 800 oil-laduatty people each year. Next one ia late April, 2003. lP'uJ DKbl,Jc:.bu 
~ 

ltecl River B. We are studying the Red River B Cedar Hills Field in Bowman County to Wldentand 
production pattuoa and tnecbaniama in this giant oil field to make it possible to get mote oil out of 
the field. ovu a lougu peiiod of time. (Paul DieblJ 

•show" Map. This map will show which wells c:la:illed io the teccilt put mowed indication, of oil 
but for which there wu 110 tollow-up. We did aomethiog timil,r man~:- yean ago. and it resulted io • 
luge number 0£ new disc<>V'edes, (l'Dlll ffcdcJ 

North Dakota Land Dept. At the request of the State Land Deputment, we arc cuttently 
evaluating • proposed unit for 1R Field in Billings County. rrom Heck. Paul Diehl.Julie J..eFevtt, bldolpb 
BuruJ 

Deep Ga 1tudy. We ue working on a dtep·gu study to de-termioe the exploration potential in the 
cm1tral part of the Williston Basin (Canaclian bortler. south to the Dickinson atea). 

Bakken ltlay. We ate studying how the current. successful Monana-Bakkett plAy may ht.' extended 
into North Daknta. Oulle Lefever] 

CO2 hljecdoa We are studying secondaty recovety techaiques using carbon dioxide injection 
(secondaty tecovety ia a way to get mote oil out of the gtoW1d), Ow: studies have already provided • 
new somce of income for Dakou Gasification Plattt and other coal-Bred powe.a: plants in North 
Dakota. (Raodolph Budce, Ptul Diehl. Tom Heck, Julie LePevtt) 
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Some aft/le Q0191n1Qutin ottA, Noal, D4'rot« Gttolo6fa/Survt?¥ 
Bartb Science Inlorm,don Contu (BSIC). We operate the North Dakota Buth Science 
Infoanation Centet, providing a gteat variety of topognphic and natutal resow:ce maps and other 
kinds of earth-science infoanatio11 to th,~ puiJllc. We sold about 6,000 imps lut year. (Lamme MtuJ 

OPS Ba,: St.don. We opetate North Dakota's global positioning ayatcm (GPS) base 1tation at 
Rianarck State Cr,Uege, Use of this free, public-accco facility .nows anyone using GPS equipment 
'-O be much mote precise in their work (p.redsion firming. surveying. etc.), rrocn HeckJ 

Bduatloa.i M•.W.. We produce a vadety of educational matetials - guideboob. w.aps. and 
non-technical publications and exhibits. We wodt with the schools, providiag vadoue kinda of eatth
tdeoce iofo.unation. Our geologists give 4-0 to SO public ptae11tatio111 each yea.rat schools, service 
clubt, and u field tdpt, p~ Manz.John Hoawc,a. F.d Muspby, Tocn JWJ 

Si.te Science SNad.tdl. Ou.t staff has a majot tole in writing the state science ataodards for the 
Depattment of Public Imtructiou. (M.tc GoazaleaJ 

&NJu•,. £or IJJlohmdon. Last year we responded to about 5,000 requests for information about 
North Dakota geology (letten, e-mail, phone, and petlOl1ll visits). Out Internet Home Page 
piovida • great vadety of geologic data and genenl hlfoanation about North Dakota geology. This 
year we ate k,rengiag more than 155,000 bits pet month on our web site. (Staff] 

Bfl6fl/•totY8clJXl4fihJJJt1g oftbc Ill# Gcelo611t 
• Oil well core and chill samples ( + other subturEace samples); Wslaoo M. Laird Core and 

Sample Libta.ty in Grand Fotks o• l.cFeftt, TOlll Heck) 
• COAi exploration - (boles dtitJed outside of mine permit boundadea) (Ed Mwpby) 
• Geothermal tesources - (nontesideatial imtallatioaa) [Md~) 
• Paleontological (fossil) reaomces - (ovcnee collecting of fossils on public lands) Oobo 

ffngtat0n) 
• Subaur&ce minerals - (All mineral production othet than oil and gas. sand and gravel, aad 

coal) (Ed Wurpby) 
• Ow III injection wells (aolution mining of subsurface minerals) [F.d Mu 1) 

• Conflict resolution .reguding subsurl'ace .cninca.l production. Oobo Bluemk. 

Stat, G,:o/Qliat'• Comm/ttt:c,, Coupqll•, ,ndBoards 
,PN'P18Qf!Dt 

Air Pollution Co12trol Council 
Water Pollution. Control Council 
Lignite Reseuch Council 
Non-Point Source Pollution Council 
Pesticide Task Force 
Emergency Ptepuedness Subcommittee. 

Othea. ad hoc. frotn riro, to tims 

(All of these coundls1 comm.ittees1 etc. requite extensive geologic expertise (PhD or MS at a minimum) 
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Every state, and also Puerto Rico and Guam; b.u a state geologist and a geological autvey -
Muuchusetts ii ill the ptoces1 of teestablithing itl geological awvey. 

The size and role of the state geological survey, reflect the needs of the individual 1tata, and the 
tub that have been usigned to the autveys. No two state 1utveys ue quite alike. 

The million of the North Dakota Geological Swvey is broad, and our activitiea ue highly varied. 
The studies our geologists do result in either immediate or in future benefits to the State. Some of 
our work iacreaa out basic tecbaical mowledge of the geology of North Dakota; 10me ptoridet 
citb:em with buic infomuatioo about the State; tome iddrea1C1 envitonmental iuues. All of it as 
valuable. 

STATE.MAP, a inajor national geologic mapping ef'fott funded with f'edeal money, ia available only 
to boaa fide ,cate gemosbJ eutVeJI, The North Dakota Geologbl Sutvq 1w tabo advanuge of 
this ptopm lince a inceptioo in the early t 990t. 

The work we do it vitally important fot the future of North Dakota. Much of our work hu 
potential economic imptct. Our geologist1' work resulted ditect1y in the recent Lodgepole oil play at 
Diddnson, tad in the cutteat Red !Uver B play in Bowman County- l'ltltt,J U,, m e(m:,e/1/jd.t 
,#n:tfw,, w/dw ,,__ All dttec of the Vision 21 Lignite projects seJected thdt ptoposed 
ligaite mine aitet bued upon geologic mformation &om our agency. The taults of our work 
IOiDeatnel take yean to aee £tuition. Work by eu1y North Dakota Geological Survey geologi,ta 
rau1ted in the eventual !oamtion of 

l 

i 

() • • ligmte industry 
•• day (bi:ick) industry 
•• petroleum ittduatty. 

,.~'-..rr_t,.,,,~.->r'"'"'~ 
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In ao wiaudited eatisnate of our agency, work, the SUffey generates a SO- to 100-fold incrcue in 
economic activity and benefits for every dollar it spends in its operating budget. Few, i£ any other, 
agencies ca.o. match this succcsa and degree of cont:dbution to the State of North Dakota. 

C:\M1 ~\Sumy A~415.wpd 
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' House Bill 1015 

House Appropriations Committee 
Testimony By 
Lynn D. Helms 

Director 
Oil & Gas Division 

North Dakota Industrial Commission 

Mr. Chainnan and members of the committee, my name is Lynn Helms and I am the Director of the Oil & Gas Division of the 
North Dakota Industrial Commission • 

SERVICES PROVIDED 

The 011 & Gas Division is the agency that provides the technical expertise needed for creating and enforcing statutes, rules. 
regulations. and orders of the Industrial Commission pertaining to geophysical exploration, drilling, development production 
of oil and gas, and disposal of oil field brine and other oil field wastes. 

To accomplish this, the Oil & Gas Division maintains a staff of technical people trained in engineering, geology, field 
enforcement, iIDd data acquisition, compilation, and analysis . 
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The Oil & Gas Division maintains an office in Bismarck with a cunent staff consisting of myself, the Assistant Director., 1 
Field & Reclamation Supervisor. 1 Horizontal Dnlling & Underground Injection Control Manager, 1 Geophysical Program 
Supervisor~ 1 Underground Injection Control Supervisor, 1 Horizontal Dnlllng Supervisor, 1 Geologist. 1 Petroleum Engineer, 
and 2 Data Processing Coordinators. This group provides technical support for the lndusbial Comm~ and other state 
agencies. along with the acquisition and analysis of geological. production, and reservoir data required for decision making 
with respect to dolling, well spacing, unitization. protection of correlative rights, and underground injection control The 
Bismarck office staff also includes 12 clerical and support persons who compile, store, and access geophysical exploration. 
production. and well information data for dissemination to ~ther govemmental agencies (State Auartor's ~ State Tax 
Department State Health Department State Land Department, 0MB, and counties), industry, royally owners, and the 
pubffc. 

The Oil and Gas Division has field offices in Minot WilfJSton, and Dickinson. These offices provide each field inspector with 
a laptop computer for access to our database, phone faalities, weft and log files, and office space for preparing paperwork 
and meeting with individuars from industry or the public. The field inspection staff consists of 15 tun time positions. 

Thirteen field inspectors oversee the operation of approximately 5,000 producing, brine injection, shut-in, and temporary 
abandoned wells. They are also responsible for monitoring drilling operations on approximately 150 new wells per year; 
proper plugging~ abandonment and reclamation of approximately 100 wells and well sites per year; and inspection of 
approximately 3,000 producing faalffles each month. 

Special technical oversight is provided for underground injection of oil field brines and other fluid wastes under a program 
delegated to the Oil & Gas Division from the EPA. Approximately 5~% of production in the state is from Enhanced Oil 
Recovery {EOR) projects involving underground injection. In addition North Dakota oil and gas wells produce over 95 million 
barrels of brine per year that must be re-injected in a manner that will protect North Dakota's fresh water resources. 

One tun time field inspector position is assigned to supervise and witness meter proving on over 270 oil and 1,500 gas 
meters. · 
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Regulation of geophysical exploration by the Oil & Gas Division began July 1, 1997. One ful tine field inspector and one 

program coorcfmator in the Bisman:k office oversee seismic programs involving over 200 square miles and 15,000 dell holes 

each year. 
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AGENCY STATISTICAL DATA 

The Oil and Gas DMsion util1zes a series of performance measures to evaluate and iuprove our programs .. The measures 

were developed 1hrough an Interstate Oil and Gas Compact Cornmiaion project that iwolved a consultant, the oil and gas 
- . 

Directors from Alaska and ln<faana. as YMII as myself. These measures are presented in the following 7 char1s. 
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2003-2005 BIENNIUM 

In the past year we have experienced both fow oif and gas prices due to 9/11 and very high prices due to strikes in 
Venezuela and the threat of war with Iraq. 

,) 

Fortunately the majority of North Dakota's production comes from EOR projects and horizontal wells. Both yield long term. 
stable production. Oil production is expected to average 85,000 barrels per day and oil price is expected to be relatively 
stable at approximately $21 per barrel for North Dakota sweet crude through the 2003-2005 biennium. 

The workload of the on and Gas Division continues to increase as idle wells are returned to production or plugged and 
redaimed, drilling rig count remains at 10-15, and more unitization/EOR proposals of increasing complexity are being filed. 

Future critical issues are the need for competitive salaries and professional development for experienced perso~ 
computerization of information for e~ic storage and cftsSemination. implementation of infonnation technology initiatives, 
and lack of growth in federal funding for mandated programs. 
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EXPLANATION OF PROGRAM COSTS 

The Oil & Gas Division budget breakdown is TT% Salaries & Wagest 22% Operating Expenses, and 1 % Capital Equipment 

78% of our Operating ~nse buJget is DOT mileage rates. ITO data and phone rates. and office space rent 
Only approximately 6°/4 can be consid«'ed discretionary. Even a 5% budget cut is cfdficult for a smaB agency. 

Salaries and Wages are the projection of present salaries minus 2.38 FTE positions that hoo to be eliminated under the 
95%, 0MB budget guidelines. 

The 0.38 FTE rP.duction was made posEible by our investments in technology that aHowed 2 support staff employees 
to complete 100% of theii workload while working 6-1/2 hour days. 

The other 2 employee·s monthly workload of 50 work-over & re-completion reports. 15 extraction tax exemption 
applications, 5 commingling applications. 3.000 production reports, and 6 central tank battery audits will have to be 
added to the duties of other employees. This raises real concerns about delays in processing industry applications 
and less effective production aucflting that coufd impact the Oil and Gas Division's excellent perfonnance record. For 
example. North Dakota did not exper.ence the 1990's oil theft and reporting problems that occurred in WY. KS. and 
OK even though that same oil purchaser/transporter operated here. 

Operating Expenses for our agency have been decreased pursuant to 0MB guidelines . 

Mandated increases in Travel (motor pool mileage rates). Insurance. and Office Rent are offset by decreases in IT 
. Data Processing and Telephone rates along with significant belt tightening in Professional Services. Office 

Equipment. and Other Equipment Under $5000. 

Operating Equipment is decreased significantly . 

Capital Equipment is increased. 

IT Equipment Over $5,000 is increased to replace an 8 year old web server and 4 year old high speed document 
scanner that are critical to completing our electronic filing. storage. and transfer initiatives. Equipment Over-$5,000 is 
increased to replace a 6-year-old A TV for the Geophysical Field Inspector. 
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LJ Admialatntlve Aalltaat D 
dcNlaryl Word Proceuor 

Earth &l,nct Education 

I 
• Librarian 

omce Aulttant m - R,c,ptlonlsl 
Publication Salet; 

LabTeeh U - Warehouu Su.p,rvisor 

,_ Gto Map Tech II 
Draftsman 

~ "'"',\ 
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Core Libnry Director 

- Geologlatm 
CORF.S & SAMl'U:S 

Basin Petro. & Gas Studies 

Core Library Lab Tech U 
Cort Sloragt and Relrltval 

Geolo1utm 
B01/n Petro. & Gas Studies - ND Land ~pt Reviews 
Pot,nllal Gas Committee 
Global Positioning System 

Dita Processing Coonl. II 
Network Specialist 

Web Page Specla/Jsl 

Paleo•tolotY Lab Spee. 
Fltld Colltcllng 

Display Prtparallon 

GIS Spedalitt D 
GIS and Map Making 

Geologist D 
GEOTHERMAL PRODVCTION 

Surfac, Mapping 
Ntw1lttt,r Editor 

Earth Selene, Education 

Geo./Mapphag 
Geolo&ist II 

Surfac, Mapping 
Earth Sy1t,m Information Ctnttr 

Earth Selene, Education 

Geo M1p Teeh II Geo M•p Tecla U 
So//1~ Sc/II ,,,,,,.,. 

..._ Geo Map Teelt n Geo Map Tee• II 
So/II,.,._ Solt..,__ 
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I OEOI.OGY I 
GEOLOGY ANALYST 

Bruce Juenker 

Encourage and promote the development, production, and ututzatlon of oU and gas 
Piok and publishes a consistent set of fonnation tops for industry to use in mapping. 
Maintain systems to store and distribute eleotronio weU logs for industry prospect evaluation, 
Provide geology education for elementary and secondary teacher seminar and field trip(s). 

Protect the correlative rights of all owners 
Evaluate accuracy of geology used in enhanced oil recovery units and well r,;pacing. 

Protect the general public 
CheQk all new well construction to determine if formations that could endanger underground 
drinldng water sources are properly sealed off. 

I GEOPHYSICAL I 
GEOPHYSICAL SUPERVISOR 

Dave Hvlndr,n 
I 

GEOPH. FIELD INSPECTOR 
Tom Torstenson 

Protect the correlative rights of all owners 
Permit all geophysical surveys to ensure rules protecting land and mineral owners are followed, 

() Protect the general public 
._, Inspect all geophysical surveys to ensure shot holes are located, drilled, and plugged so as to 

not endanger drinking water resources. 
Inspect past geophysical surveys to ensure proper and complete reclamation. 

UICI HORIZONTAL 
DRILLING 
MANAGER 
Mark Bohrer 

UIC SUPERVISOR 
Dave McCusker 

PERMITING / DRILLING 
Kelly Triplett 

Encourage and promote the development, production, and utilization of oll and gas 
Provide drilling and production statistics in public 'presentations and on web site, 
Recommend policies, rules. and regulations that promote industry investment in North Dakota. 

Prevent waste and maximize economic recovery . 
Pennit all wells used for enhanced oil recovery and for saltwater disposal. 

Protect the correlative rights of all owners 
. . Pennit all horizontal drilling wells per rules and policies to protect adjacent mineral owners. 

t._) Protect the general public 
Pennit all injection well activities under the US Safe Drinking Water program delegated by BP A. 

s 

I 

.J 
"" tr N:a If 



t 

I 
[ PETROLEUM ENGINEERtNg__j 

Jim Legerski 

~revent waste and maximize economic recovery 
Evaluate acouraoy of engineering estimates used in enhanced oil recovery units. 

Protect the correlatlve rights of all owners 
P~nnit well re-completions into new fonnations and well work-over projects to ensure rules and 
policies that protect adjacent mineral owners are followed. 
Permit and participate in audits of all oil production commingling opera dons according to rules 
and policies that protect mineral owners, 

Protect the general publlc 

0 

Certify all tax exemption applications to make certain Century and Administrative Code 
requirements have been met. 

ASSISTANT DIRECTOR 
Bruce Hicks 

I 
I 

ENGINEERING TECHNICIAN 
Rich Baker 

DATA PROCESSING 
DATA PROCESSING SUPERVISOR 

Jim Lindholm 
I 

DATA PROC~SSING COORDINATOR 
Kyle Joersz: 

Encourage and promote the development, production, and utlllzatlon of olt and gas 
Recommend policies, rules, and regulations that promote industry investment in North Dakota. 
Maintain computer hardware and software programs that collect store and distribute drilling, 
production, and well infonnation to federal agencies, other state agencies, and the public as well 
as on our web site. 
Prepare custom hardcopy and Internet 01S maps of drilling, production, and well infonnation. 

Prevent waste, maximize economic recovery, and protect correlative and public rights. 
Evaluates accuracy and proper filing of enhanced oil recovery unit and other fl~g exhibits. 
Schedule hearings, write orders, and permit all vertical wells. 
Maintain well site drawings, facility drawings, and computer systems for engineering drafting. 

r- ADMINISTRATIVE L-.. _________ ___, 

BUSINESS MANAGER 
Karen Gutenkunat 

I 
ADMINISTRATIVE OFFICER 

Beverty Zwlng 

Help general public re;dlze the greatest possible good from our vltal natural resources 
1~ Manage personnel records and payroll, assist in budget preparation, and high $ purchasing, 

Maintain personnel leave records, perfonn low $ purchasing, and internal mail deliver;, 
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, SUPPORT 

SUPPORT STAFF SUPERVISOR 
Dave Hvlnden 

I 

I 

0 

0 

OIL & GAS PRODUCTION AUDITOR 
Shella O'Shaughnessy 

OIL & GAS PRODUCTION AUDITOR 
Annette Materl 

LEGAL ASSISTANr 
MargeRlxen 

FILE CLERK 
Evie Roberson 

FIELD SECRETARY 
Karla Lo,enb!en 

OFFICE ASSISTANT 
Kelly Weber 

DATABASE DESIGN ANALY3T 
Pete Borggreve 

INFORMATION PROCESS COORDINATOR 
Tracy Hellman 

PERMIT SECRETARY 
Oonna Bauer 

Encourage and promote the development, production, and utlflzatlon of oil and gas 
Maintain file system and provide copies of infonnation requested by industry. 
Prepare and distribute drilling rig lists. 
Maintain computer program to collect and store drilling. production, and well infonnation. 
Prepare hearing dockets, legal advertisements, commission orders► and case files. 
Prepare and distribute daily activity reports used by state agencies, industry, and the public. 

Protect the rights of landowners and royalty owners 
Input oil and gas production, transporter and purchaser data, and use programs to audit accuracy, 
Input operator bond and organization data to ensure proper bonding of wells. 
Maintain field inspection records and correspondence. 

Help producers and general public realize the greatest possible good from resources 
Scan well and case files into computer programs that store and distribute information to federal 
agencies, other state agencies, and the public as well as on our web 'site. 
Maintain uiendly and professional telephone and lo~by customer services. 
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STAFF PE3 
Kelly Triplett 

I 

. . . 

METER SPECIALIST 
Daryl Gronrur 

DICKINSON FIELD OFFICE 
DISTRICT SUPERVISOR 

Rick Hutchens 

FIELD INSPECTOR 
Jason Erickson 

FIELD INSPECTOR 
Todd Holweger 

FleLo INSPECTOR 
Darrell Nodland 

Prevent waste 

FIELD OPERATIONS 
FIELD & RECLAMATION SUPERVISOR 

Glenn Wolle~ 
I 
I 
I 
I 

WILLISTON ~IELD OFFICE 
DISTRICT SUPERVISOR 

John Axtman 

FIELD INSPECTOR 
Tom Oelllng 

FIELD INSPECTOR 
Jesse Frank 

_,.._SECRETARY 
Karla Lorentzen 

MINOT FIELD OFFICE 
DISTRICT SUPERVISOR 

Bob Garbe 

FIELD INSPECTOR 
Jim Dufty 

FIELD INSPECTOR 
Scott Olhle 

FIELD INSPECTOR 
Scott Ladner 

Inspect approximately 300 wells each every month to identify potential down-hole problems. 
0rotect correlatJve rights · 
i>_, Inspect approximately 1 drilling rig per inspector at least weekly to ensure spacing and drilling 

rules are complied with. 
Protect landowners, royalty owners, and the general public 

Witness every plugging and abandonment to ensure protection of drinking water resources. . 
Permit temporary abandonment and witness mechanical integrity tests to prevent down hole leaks 

. and gtjnldng water contamination. . . 
Inspect approximately 300 wells and 200 facilities per inspector each raonth to identify potential 
down hole problems, leaks, or spills. 
Inspect drilling rigs to ensure well construction and safety rules are complied with. 
Witness 2S0 oil and 300 gas meter tests each year to ensure rules and policies for accurate 
measurement are followed. 
Participate in audits of oil production and commingling operatioru; to ensure rules and policies for 
well testing are followed, 
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NORTH DAKOTA INDUSTRIAL COMMISSION 

QIL AND GAS DIVISION----
Lynn D. Hebm 

Director 

Senator Bob Stenehjem 
Senate Majority Leader 

Dear Senator Stenehjem, 

llttpr//uplorv.lldlc.,tat..ad.• 

January 14, 2003 

BruceE,ffkb 
AaiatantDixector 

I applaud your efforts to focus the budget process on purpose and performance. Unfortunately, 
I received your fetter after I had already presented the OH and Gas Division budget to the House 
Appropriations Committee Government Operations Division, but the foflowfng excerpts from my 
testimony wfll demonstrate that we are a performance driven agency as well as answer the 
questions you have posed: 

1 ) The OH & Gas Division Is the agency that provides the teohnlcat expertise needed for 
creating and enforcing statutes, rules, regulattona, and orders of the Industrial 
C.ommfsslon pertaining to geophysical exploration, drilling, development, production of oil 
and gas, and disposal of oil field brine and other oll field wastes. 

2) The OH and Gas Division utilizes a series of performance measures to evaluate and 
Improve our programs. The measures were developed through an Interstate on and Gas 
Compact Commission project that Involved a consultant, the oil and gas Directors from 
Alaska and Indiana, as well as myself. 

3) Future critical Issues for the OIi and Gas division are the need for competitive salaries, 
professional development for experienced personnel, computerization of Information for 
eleotronlc storage and dissemination, and lack of growth in federal funding for mandated 
programs. 

4) The performance measures used by the OIi and Gas Division to evaluate and Improve 
our programs are presented In an easily understood graphical format (see the back of 
this document) and will be published on our redesigned website sett~ debut In July 2003. 

Sincerely, 

~<fj 
Lynn D. Helms 

~ E. Boulevud Ave, Dept 40S1 Biamarck. North Dakota 58505-0840 Phone(701)328·8020 Fu(701)328-8022 
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_ Engrossed House Bill 1015 
Senate Appropriations Committee 

Testimony By 

!L D. 1. C. ; 
t i OU ~ Gu Di-..\ 

~~\ 
-- _J 

Lynn D. Helms 
Director 

Oil & Gas Division 
North Dakota Industrial Commission 

Mr. Chairman and members of the committee, my name is Lynn Helms and I am the Director of the on & Gas Division of the 
North Dakota Industrial Commission. 

SERVICES PROVIDED 

The Oil & Gas Division is the agency that provides the technical expertise needed for creating and enforcing statutes. rules, 
regulations. and orders of the Industrial Commission pertaining to geophysical exploration. dnlfing. development, production 
of oil and gas. and disposal of oil field brine and other oil field wastes. 

To accomplish this. the on & Gas Division maintains a staff of technical people trained in engineering, geology. field 
enforcement. and data acquisitioni compilation, and analysis. 
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EXPLANATION OF PROGRAM COSTS -

The Oil & Gas Division budget breakdown is TT% Salaries & Wages. 22% Operating Expenses, and 1 % Capital Equipment. 

78% of our Operating Expense budget is DOT mileage rates. rro data and phone rates. and office space rent 
Even a 5% budget cut forces an efficiently run small agency to RIF existing employees. 

Salaries and Wages are the projection of present salaries minus 2.38 FTE positions that had to be eliminated under the 95% 0MB 
budget guidelines. 

The 0 .38 FTE reduction was made possible by our investments in technology that aRowed 2 support staff employees to complete 
100% of their workload while working 6-1 /2 hour days. 

The other 2 employee's monthly workload of 50 work-over & re-completion reports. 15 extraction tax exemption applications. 5 
commingling applications. 3.000 production reports. and 6 central tank batte& audits will have to be added to the duties of otner 
employees. Th:s raises reat concerns about delays in processing industry applicatior,s and less effective production auditing 
that could impact the Ori and Gas Division's exceUent performance record. For example, North Dakota d:d not experience the 
1990 · s oil theft and reporting problems that occurred in WY. KS. and OK even though that same oil pu,chaser/transporter 
operated here. 

We do not currently have any vacant positions and have not filled any positions in the last 90 days_ 

Operating Expenses for our agency have been decreased pursuant to 0MB guidelines. 

Mandated increases in Travel (motor pool mileage rates). Insurance. and Office Rent are offset by decreases in IT Data 
Processing and T e!ephona rates along with significant belt tightening in Professional Services. Office Equipment, and Other 
Equipment Under $5000. 

Operating Equipment is decreased sigr..ificantly . 

Capita{ Equipment is increased. 

lT Equipment Over $5,000 is increased to replace an 8 year old web server and 4 year old high speed document scanner that 
are critical to completing our electronic filing, storage. and transfer initiatives. Equipment Over $5,000 is increased to replace a 
6-year-old A TV for the Geophysical Reid lnspector. 
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North Dakota'H Oil and Gas Com1crviuiou Law 

North Dnkotls oil ~n<l gm; <.·om,crwttion law ha11 undcrgom• scwrnl trnmfonn:ations m•tir the ycnr~. 
'l'ht! North D~kota Oil and Ga11 Con1wrvntion Law was nmcnd(.•d KCVilrnl times b)' 1mcccc<ling 
lcgi1dativc 1t1111cmbUcs. The 1941 act wa:,; pr'-'ccdcd b)' cartict acts in 1911 1 1929, and 1937, Since 1941, 
tlw act hai; bctm amended several limes, most notably in 1951, 1953, nn<l 1981. 

The act of 1911 was designed to protect adjacent landowners and the public from the r.scapc of 
natural gas from open or improperly abandoned nas wells, A penalty for ,1iolation of the statute 
was provided, but no regulatory authority was specifically charged with enforcement duties, 

The 1929 act was the first statute that required the pcmutting of wells and the filing of basic data. 
'Ibe State Geologist was named as the regulatory authority and a penalty was provided for 
v::.oJation of the statute. Because of lack of funds, the State Geologist was not able to enforce the 
Jaw and it was repealed in 193 7. 

The 1937 act provided (or the conservation of oil and gas, and it. pro"ided that the State Geologist 
was to prescribe rules and regulations, Such rules and regulations were to be the satne as those 
adopted by the Bureau of Mines or the Secr-~tary o( the Interior, pursuant to an act of Congress 
approved on Febtu.aty 24, 1920. 

In 1941, the Legislature passed the first comprehensive oil and gas consetvation law, ten years 
before oil was di,co"Vered in North Dakota. At the time the 1941 act was enacted, the onl)1 

commercial production in the state consisted of a tninor gas field in the Eagle Pool on the Cedar 
Creek Anticline in Bowman County. The 1941 ltw was based on the then Model Act that had 
been dtawrt up by the Legal Committee of the Interstate Oil Compact Cotnmission, The act 
placed the .supervision and control over crude petroleum oil and natural gas with the Industrial 
Com.mission. Ittmde the Industrial Commission the regulatory authority and designated the State 
Geologist as supervisor; advisor and enforcer of the regulations promulgated by the Commission, 
Later, in 1953. the State Geologist assisted the Legislative Research Committee in drafting a more 
modem oil and gas statute, 

1n 1953, the Legislature revised tltc oil and gas conservation law to conform to a more recent 
version of the Model Act of the I OCC (Laws of North Dakotat 1953). 'Ibe Legislature adopted 
all but the special provision for statutory un.itization, The first spacing order under the new rules 
provided for 160-acre spacing in the Sanish Pool, McKenzie County (Order 4,January 19, 1954), 

In t 981, the 4 7th Legislature Session removed )urisdiction over oil and gas regulation from the 
Geological SWV'ey and assigned it to a new Oil and Gas Division of the Industrial Commission, 
House Bill 1536 amended Chapter 38~08 of tb'! North Dakoh\ Century Code relating to powers 
of the North Dakota Industrial Commission and the State Geologist, 

Since 191 t, North Dakota has had the necessary statutory regulatory control in place for the level of 
oil and gas exploration and development being conducted at any given dmc, The tole of the State 
Geologist in the regulation of oil and gas exploration and dcvdoptnent has been significant since 
1929. The Industrial Comtnis11ion has been responsible for the C<>n11ctvation of oil and gas in North 
Dakota sJnce 1941 ~ over 60 years, 

1'akcin from .. The iint JOO Yean- The 1/l-:toryoftheNorth Dilkota Geologk11JS111-vt•y 189.'i • 1995' by John P, Blul'tnlt>, 
NOGS Mlsc~llanet.us Serles 81. 
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ND OIL & GAS ASSOCIATION 
PO Box 2441 
Bismarck, ND 58502-244 l 
101 .. 223-63801101 .. 222~0006 (fax) 

April 15, 2003 

To: HB-1015 Conference Committee Members: 

Re: HB-1015- Industrlal Commission Budget 

... ..., ·~-& .-,iJ 
.' 'I 

' 
I 

The North Dakota Oil and Oas Association represents nearly 100 oil and gas companies in all :., .. 
aspects of the oU and gas industry in North Dakota. Our industry has traditionally benefited from a . 
wide variety of resources avaJlable from the Office of State Geologists and the Oil and Ou 
Division. 

We have reviewed the Senate amendments to HB-1015 and would Uke to provide input from the 
industry on the proposed amendment. We ~ognize the possible existence of or,anizationaJ 
inefficiencies and the concerns about the allocation of personnel resources in the Office of State 
Geologist. To address these luucs we have the following recommendations for you to consider for 
ffB .. 1015: 

• We believe that a separate office of State Geologist. with a reasonable budget and reasonable 
starfing level, should be maintained at this time. 

• Because of budget constraints. we do not oppose reuonable and responsible personneJ 
reductions in the Office of State Geologist and, if necessary. in the Oil and Oas Division. 

• We support an interim study to look at the organizational structure and allocation of resources 
within both agencies with a goal of minimizing duplications and maximizing efficiencies. We 
urge you to considtr including a representative from the oil and gas industry and the coal 
industry on any interim committee studying this issue. 

Thank you for your consideration. We will be happy to assist in any manner on this issue. 

ntr 
c: Senate Majority Leader Bob Stenehjem 

r louse Majority Leader Rick Berg 
North Dakota Industrial Commission 

, effHennan 
President, North Dakota Oi I and Gas Association 
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u Typical h...-'I Dakota Well \ / 

gas produdfon taxes $6.015 $2.917 $1.985 $1.504 ~_:; $842 $892 $541 $511 $481 $19.~ 
01 produclfon taxaa $73,000 $35,405 $24.090 $18,.250 $12.045 $1().220 $8.385 $a.S70 $6.205 S5JMO $200.020 

total production taxes $79.015 $38.322 $28,075 $19,754 $13.038 $11.062 $9,087 $7,111 S8.71ts $6.321 $216..502 
- extractfon fax88 so $12,392 $18.883 $12.,775 $8.432 $7,15,J $5.877 $4.599 $4.3,M $I.DBI $76,,522 

salestaxes $33.220 $720 $720 $720 $720 $720 $720 $720 $720 $720 $39.100 
royalties $65,043 $31,546 $21,464 $16,261 $10,732 $9,108 $7.'80 $5,854 $5.529 $5,203 $178.218 

operating expense $72.000 $72.000 $12.000 $72.000 $72.000 $72.000 mooo $12.000 $72..000 $72.QOO $720.000 
salaries $393,214 $46,707 $46,707 $,(a.707 $46.707 $46.707 $46.707 $46.707 M.707 $46.707 $813.576 

NO economy $642.492 $201JS87 $183,829 $188,218 $151.828 $148.749 $141.870 $136.991 $136.015 $135.()40 $2.044.517 

NetProflt $963.508 $577.223 $348,151 $233.284 $113.,362 $78.091 $42.820 $7.549 $495 --121.560 
CumufativeNetPmfft $963,508 $1.M0,731 $1,886.882 $2,120.1U $2.233.528 $2.311.6'19 $2.354,439 $2.361.988 $2.,362.-482 $2.340.923 

oil & gas value $1.806,000 $778,910 $529.980 $401.SOO $264..990 $224.840 $184,690 $144.540 $136.510 $128.480 $4.400.440 
BOPO 200 97 86 50 33 28 23 18 17 16 

BO 73000 35405 24090 18250 12045 10220 8395 6570 6205 5840 200020 
Year. 1 2 3 4 5 6 7 8 9 10 TOIIII 

$500,000 Vertical Ory Hole 
$800,000 Vertical Producing Well or Horfzontal Cly' Hole 

$1.300.000 Horizontal Producing Wei 

1.0 Company Rep. 
1.0 Tool Pusher 
1.0 Wellsite Geok>gist 
1.5 Directional Drllets 
4.0 Ddllers 
4.0 Derick Hands 

12.0 Floor Hands 
0.3 Mud Engineel's 
0.2 Bit Sales 
0.3 Water haulers 
0.3 Fuel Haulers 
0.5 Mud Haulers 
0.4 Casing Crew 
1.3 Cementing 

Total Drilfmg and Completion Jobs 

0.4 Constr & Reel 
0.4 Surveyors 
0.2 Crane aervk:es 
1.3 Rig hauling 
0.2 Othartruddng 
0.6 Wei logging 
0.2 OST services 
1.4 Completion Rfg 
0.6 Perforating 
0.8 Stimulation. 
0.3 ragulatory 
o~ 1 Biology & Botany 
0.1 Archeology 
5.0 Equip Mfg 
7.7 Roustabouts 

4U 

0.2 pumper 
0.1 camp811ypn..~,als 

0.0wortcaver'Cl9!WS 
0.0 rcx. 
0.3 
0.4ol 
O.Oaapplyules 
0.1 ga proc:esulg 
J.O regufal0ry 

1.1 TOlal Producing Jobs 
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HB 1015 
Lignite R & I) Program Funding 

1, Lt10H1 Industry Update 
A. Curreaat Ll1nlte Industry In North Dat(ota 

• 31 million tons of lignite coal 
o Serves 2 million people with electricity 
o Serves 225,000 homes with SNO (Synthetic Natural Gas) 
o Produces 1,300 tons per day of agricultural fertilizer 

• 19,SS0 people employed/ each direct job means 5 indirect jobs 

D, A•nual Economic Contribution to North Dakota 

Pa1e1 I of 12 
Jahuat)' 10. 200) 

/ohpQmr,Cbauman 
I.ignite Raacarch Council 

• $1.S billion in business volume/ each dollar spent multiplies into three dollars for our 
economy 

• $S20 million in personal income 
• $68+ miUion in state tax revenues 

JI. lYb•t I! the future lor Nortb Dakota's Hgnlte lpdgstry? Depend• on ... 
;... Ravia& competitive product (co1l00based electrk1ty) 

• Lignite competes against all forms of generation in Mid-Continent Area Power Pool-MAPP 
o Montana & Wyoming subbituminous coal based power 
o Canadian hydro-power 

• Lignite needs to be competitive because power is exchanged on a cost-saving bas,is~ Power 
is sold on½ mill KWH margin (45 cents per ton for lignite} 

• Lowest cost energy has greatest demand / Potential for growth 

o. Future Environmental issues Impacting our eompetltlvene$s / gr.-,wth poteadal 
• Mercury 

o Proposed EPA approach of''one size fits all" disadvantages lignite- need cost-effective 
mercury control technologies 

• Implementation of Regional Haze Rules will require additional NOx/SO2 control 
technology on older facilities 

• Visibility (FLAG) major issue for new plants 
• Potential CO2 controls - CO2 capture technology will become more important 

c. Other regional factors impacting our competitiveness/ growth potential 
• Transmission constraints 
• Emission fees/ Externalities / Ma1\dated Renewables 

o Neighboring states ( ..... egislativc & Regulatory Policies) 

I). The Bottom Line 
• The future of North Dakota's lignite industry depends on our ability to use lignite .... 

o More cleanly 
o More efficiently 
o More economical1y 

• Meam; tl1at we need to contlm,e to Invest In our research, development and marketing 
program 
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Pa1e 2 or 12 
January tot 2003 

~,Chairman 
Lignite Research Council 

What 11 legislative policy on which our lignite research, developmeut and marketing 
program •• based? 
Three prinoiples: 

• Help solve problems for our~·' "C facilities so we can maintain jobs, economic activity 
and tax revenue (Research Projt.:~ts) 

• Assist with developing new Hgnite-flred power plants that will create additional jobs, tax 
revenue and buslness volume (Demonstration Projects, i.e. Lignite Vision 21 Program) 

• Help provide favorable marketing strategies for increased use of coal based electricity 
(Marketing Projects) 

IV. So what Is money used for In primary areas or Research, Development, and Marketing? 

'-......J 

A, Marketing Activities - What are the benefits? 
• Marketing program includes four advertising flights nnnually (concentrated in primary 

market areas in ND & MN) 
o Research shows over 70% in ND favor coal-based electricity 
o Research shows over 60% believe new plant will have positive or no effect on 

environment 

• Development and implementation of successful marketing plan helps preserve and enhance 
lignite markets 

o Messages include abundancy, affordability, reliability, environmental and economic 
benefits 

8. Research Projects for existing facilities (See pages 8 & 9)- What are the benefits? -
• Byproduct diversification at Great Plains Synfuels Plant increases plant revenues for 

Dakota Gasification Cotr.pany (DGC) 
o Example is cresylic acid (pharmaceuticals, food flavoring, perfumes) 

• Reclamation projects result in costweffective practices while achieving environmental goals 
(NDSU) 

• Combustion I Environmental Projects help provide solutions that increase efficiencies, 
reduce e1.aissions, and increase use of combustion byproducts (EERC) 

o Examples are coal drying/feedlot use of fly ash/mercury control technology development 

C. Development (Demonstration Projects) .. ~ What are the benefits? 

• Investment in $129 million anhydrous ammonia facility results in byproduct diversification 
that preserves existing production, jobs & tax revenue of Great Plains (6,5 million tons of 
coal/4,000 jobs/$17.5 million in tax revenue) 

• Gypsum Plant - Utilize waste product (scrubber sludge) to produce 10(,,000 tons of by
product gypsurn, which is used for wallboard and soil amendment. Also reduces disposal 
costs and acreage needed for waste areas 
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Junuary IO, 20(t 
m.1!11..llitY.\tl:, Chuirman 

Ligt1itl' Research Council 

D. Ugnlte Vision 21 Program (LV21)- Prlmar)' 1>ur1>ose is to assist with dl'velopfng new 
projects with r.:ost-rffocth't' clean coal technologies to meet demands for additional 
energy In our 1·eglon 

• What Is tn It for State'! Why Is I..V21 Important? One 500 megawatt power plant means: 
o 1,300 jobs; 
o $140 million more business volume; and 
o $6 million more annual tax revenue for North Dakota 
o 3 million more tons of coal 

• What Is North Dakota's commitment to LV21? 
o Unqualified suppo11 from Legislature and Industrial Commission (Governor, Attorney 

General & Ag Commissioner) 
• Agency support shortens lead times / reduces risk 

o $ l 0 million in matclilttg funds for development phase for each project upon Industrial 
Commission approval 

o Tax incentives of over $26 million if project built 
• Corporate Income Tax Credit 
• Sales and Use Tax Exemptions 
• Coal Conversion Tax Exemption for first five years 

E. What is status of Lignite Vision 21 Program? <kLP.ages 10 & l l) 
• 1',wo LV21 P applicants under contract with NDIC 

o )dDU/Westmoreland Power, Inc. ~ Bowman County and Great Northern Power 
Development - Stark County 

• Completed most preliminary feasibility studies 
► Environmental, generation, water quality & availability, coal ash, power plant 

foundation, mine plan, transmission, drilling, lignite sampling & testing, and 
coal quality studies 

• Engineering and pennitting 
► Site-specific engineering1 transmission in progress; Air quality modeling/PSD 

pem1it preparation ongoing; Socio-economic impact studies being done 
._ Goal to submit PSD permit application in 1 s1 or 2nd quarter of' J3 

o Great River Energy 
• Reevaiuated need for intennediate/mid"rangc and peaking power versus base load 

power supplied by LV2 l P project 
• May kok at ND bascload unit in future 

o Primary challenges arc environmental and transmission 
• Good progress on Environmental issues 
• Transmission major impediment - Estimated costs of $200M to $550 M to resolve 

transmission constraints 

F. What i.~ ahead? - (See Tlmellne - page 12) 
• 2003-2005 -Engineering & Permitting Phase/ Go ·- No Go Decision 
• 2005-2008 - Construction 
• 2008 ~ Commercial Opcrntion 

~ •fcrooriphfo f..,.. on thf• f flM are at:curete reprOCNOtlona of rtcordt dtlfvered to Modern tnforwtfon SyttMS for •foroffl•fne flftd 
wre ff hied in the reoular courH of buaf M11. The J)flotc,orepf,tc proceH 111Nt1 &tandard• of the AMtrf can Natf wl ltandlrdt lnttftutt 
(ANSI),~,. erctlival 111fcrofflftl, NOTIC!t If th• fftntetf flMot above,. lffl leofble then thf• Notfce, ft fl due to the quttftv of tht 
doctMNnt bofno ftlMtd, ~ 

1).oo r ... ~~~ - ID! =iq\<>~ . Optrior>, sanatur~ •t• 
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v. How is North Dakota's R&D Program ad,ninist~red? 

A. Partnership between the privadc and public sectors 

B, Roles of Industrial Commb1slon & Lignite Research Cou11cil 
• Industrial Commission 

o Administers research, development, and marketing program 

Pa,ce 4 or 12 
Jmwary Io. 2003 

J.®.!Lll.\\'~1r. Ch11lnnan 
Ugnih.' Roscarch Cnuncll 

o Approves or disapproves research and development projects and activities 
o Accepts and distributes funds and enters into contracts 

• Lignite Research Council is an advisory group to the Industrial Commission 
o Provides advice on policy and guidelines 
o Provides recommendations on project funding 
o Members are representatives from both the private and public sectors 

Lignite Research Council 

Mining 
Representatives 

4 

Lignite Energy Council 

Westmoreland Coal 

The North American 
Coal Corporation 

BNI Coal, Ltd. 

I 
Utilities 

Representatives 
8 

Great River Energy 

Dakota Gasification 

Minnkota Power 
Coopcrati ve 

Otter Tail Power 

Xcel Energy 

I 
Labor, 

Lignite Ownership, 
Lllglslators 

4 

IBEW 

North Dakota 
Fann Bureau 

Legislators (2) 

Basin Electric Power Cooperative 

MontanawDakota Utilities Co. 

Minnesota Power 

I 
Federal, State, and 
Lotal Agencies, and 

Research Community 
7 

UND/EERC 

DOE/National Energy 
Technology Center 

Coal Conversion 
Counties 

ND Dept. of Commerce 

ND Dept. of Health 

ND Public Service 
Commission 

ND Geological Survey 
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J.m~, Chainnan 
J ,ignito Rc.!~lf<lh Counoil 

f VJ, What Ill hndlnQr R,!< D Program? 

·"-...,-1 

Summary of Lignite R&D Funding 
ND Coal Severance Tax 

Annual Revenue and Distribution 
(Assumes 30 mil.lion tons of annual production) 

Severance Tax of 37.'5 cents• 

Coal Counties 
70% ($7,900,000) 

Summary of Annual Revenue 
Lignite R&D (50% of Coal Trust Fund) 
Clean Coai Projects (20% or Coal Trust fl'und) 
2 Cents per ton R& D tax 

Total Annual R&D Revenue 

Total Estimated Biennium Revenue 

Coal Trust Fund 
30% ($3,375,000) 

$1,687,500 
675.000 
<»00.000 

ll-962-500 
11 

$5,925,000 

Lignite R&D 
SOo/o of Coal Trust Fund 
($1,687,!00) 

Clean Coal Projects 
20o/• of Coal Trust Fund 
($675,000) 

Coal Trust Fund 
JO•/• of Coal Trust Fund 
($1,012.500) 

• Does not include 2 tent R&D tax of which 1004
¼1 is alloc1ted to R&D 

Tht 111fcrotr.,fc fllllP• on thf• fll111 ere accurate reproductfone of recordt dtlfvered to Modern lnfol'fflltlon SYtttfl'II for 111lcrofHMfncl end 
were fHNd fn the reouler courH t1f bu1fneH, The photoaraphlc proceH mMtl atendards of the Amerfcen Netfonal Standards Institute 
(ANSI) for archfv11l tnfcrofftm. l10TICE1 lf the fflrned h111r:,e above ta ln• legible than thfa Motfce, it fa duo to the quatftv of the -t being flllllld, ~ I 
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John Dwyer. Cbahman 
Lignite Rosearcb Counc:,JI 

How was S16.45 million R&D apprr,prlatlon allocated In present biennium ,2001 to 2003)? 

Appropriated 

Expended (Estimated) 
Research Activities 
Demonstration 
Marketing 
Administration 

Subtotal 

Mi to 2003 Biennium 

($1,478,105) 
($3,872,895) 
($1,300,000) 

($300,000) 

Balance (Appropriated less expended Funds) 

Additional Produotion and returned project commitments ( estimated) 

Subtotal 

Committed Funds not yet expended (Lignite Vision 21 Projects) 

Carryover 

VIII. Whatis proposed for 2003 .. 2005 Biennium for lignite R&D program? 

A. Governor's Industrial Commission budget or $16.27 million consists of: 

Committed Funds not yet expended (Lignite Vision 21 Projects) 

Carry over Funds 

New Trust Fund Revenue (50% + 20%) 

New Two Cent per ton R&D Tax Revenue 

Interest 

Total 

Amount($} 
$16,450,000 

($6.9S 1,000) 

$9,499,000 

$606,000 

$10,105,000 

($9.600.000) 

$505.000 

$4,725,000 

$1,200,000 

$240.000 

$16,270,000 
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January 10, 2003 
John Pwcr, Chafnnan 

Llgnite Research Council 

What •• proPQ1ed for 2003 - 2005 BJepnlum for H1nlte R&D program? lCo!l!j 

A. How wlll $16,270.000 be allocated ha 2003 to 2005 biennium? 

2003-.2005 Lignite R&D 
Proposed Appropriation 

Demoa,tratio■ Project• 
SU,81 MWl01 

LV21 $!J.6M 
Gypt•m t.lM 
Ammonia 
Project, 1J.1M 

$U,81M 

Markeda1 $1,300,000 
Adwbtl1tr1tlo11 $400.000 

sa,100,000 

Re•eart• Projeets 
$1,76 Mllllon 

Tot•l Amount = $16,270,000 

Summary or Research, Deve)'>nment & Marketing C9mponents 

• Researth .. Each dollar in state funds has generated another five doUars in total research 
funds to solve critical challenges facing the industry, which enhances the environmental 
perfonnance and efficiency in lignite power plants, results in cost-effective reclamation and 
leads to development of new products and markets; 

• Marketin2 - Developed regional lignite marketing plan~ presently being implemented; 
CoorJination of Lignite Vision 21 Program; Identified new markets for byproducts; 

• Development (Demonstration,} .. Resulted in coat demon~tration projects which have 
(anhydrous ammonia) or wi11 provide new markets for by-products (gypsum project); 
Implemented Lignite J/Jsion 21 Program to develop new clean coal generation projects/ 

• Bottom L~ .. St11ct''s Lignite R & D Program has resulted in an effective partners/lip to 
preserve and enhance jobs, economic growth, and tax revenue for the benefit of industry, 
and our state. 

Additional information is also available on the R&D Program Web site: 

http://www.state.nd.us/ndh:/lrc .. infoP.htm 

YM Mforotl"e,hlc t_.. on th11 ffl11 er• t oduo f 
Wtrt ff h11td fn the reoular courae of but~C:• • repr t one of rtcordt dtlfVtrtd to Modern lnfoNMtfon S)'attlllfi for Mfcrofft•f.-. end 
(AMII) for archival mfcrofftm, NOrlClh u the Tf~~:rY:aT.\:,t;f:8,~~lt!1•btlendethr$ ohff tht ~rfoan Natf onat Standardt IMtftutt 
doct.Ment being f flMtd. " 0

"' .. ,, • en t • Nottce, It fa due to the quelf tv ,,, th• 

. 0pt1id.9.~'1rgna'f"~~ 101 3ql~s-•t• 
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John Pwcr, Chainnan 

Lignite Rc11earch CounQh 

Prep1red by Harvey Ness 
DJreetor, L1111fte Researeh and Development Proaram 

Summary of Existing Research Projects 
January 10, 2003 

FYOO;:XXXfV .. 2,6 "Demonstration of Lignite Ash lor Feedlot Surfa~es"z Program Funding: $159,360; Total 
Project Costs: $531,360. Objective: To demonstrate the benefit of North Dakota lignite coal combustion byproducts 
on feedlot surfaces. 

F)'OO:XXXVJ-100 "Evaluation of Potential SCR Catalyst Blinding During Coal Combustion": Program 
Funding: $200,000; Total Project Costs: $7331333. Objectives: To detennine the potential of low-rank coal ash to 
cause blinding or masking of selective catalytic reduction (SCR) catalysis and to detennlne the degree of elemental 
mercury conversion across the catalysis, 

FYOO-XXXVJ-101 "Lignite Fuel Enhancement Incremental Moisture Reduction Project Phase l": Program 
Funding: $161,000i Total Project CoAts: $3221666, Objectives: To use waste heat to assist in incremental moisture 
reduction of lignite and to improve the efficiency of the power plant operation. 

FYOO-XXXVIl-102 "Reclaimed Grassland Management for lncr~ased Plant Diversity": Program Funding: 
$32,250; Total Project Costs: $111 1720. Objective: To evaluate livestock grazing and haying strategie~ as a means 
for improving plant diversity and seasonality on reclaimed native grasslands. 

, FYOO-XXXVIJ-103 "Mercury Control Options Evaluation at Coal Creek Statton, Underwood* No11b Dakota 
,: & Stanton Stattont Stanton* North Dakota": Program Funding $95,000; Total Project Costs $190,000. Objective: 

To evaluate options for minimizing or controlling mercury air emissions from Great River Energyt s Stanton and 
Coal Creek Stations. 

FY0l·XXXVD-105_ "Pilot Scale Study of Mercury Oxidation CataJysts at Coal Creek Station": Program 
Funding $50,000i Total Project Costs $1, 180,000. Objective: To evaluate the effeotiveness of catalyst materials to 
oxidize elemental mercury content in the flue gas from coal-fired power plants, A goal is to convert elemental 
mercury to ionic mercury pennitting mercury removal in conventional flue gas desulfurization systems, 

FY02-XLU-108 "Low Temperature N01 Reduction Using Hlgh Sodium Lignite": Program Funding $1601000; 
Total Project Costs $1,020,000. Objective: To evaluate the use of High-sodium lignite-derived chars to reduce NOx 
emissions from Cycle Fired Boilers. A secondary objective is to promote the oxidation of elemental mercury to ionic 
mercury. The NOx reduction and mercury oxidation processes are to be demonstration in a circulating fluid-bed 
reactor. 

FY02-XLIV .. J 1.Q ~'Biomass Impacts on SCR Performance": Program Funding $120,000; Total Project Costs 
$400,000. Objective: To r.letennine fundamental mechanisms of NOx reduction and potential blinding of selective 
catalytic reduction catalysts using biomass <ind lignite. 

FY02-XL1V-111 "Center for Air Toxic Metals Affiliates Program Continuation of Membershlpt1
: Program 

Funding $75,000i Total Project Costs $3t750,000, Objective: To further the understanding of the behavior of 
potential toxic metals in coal~fired utilities, other fossil fuel systems, waste•toMenergy systems and waste incinerators. 
A specific objective of the CATM program is the study of the fate and control of mercury emissions from coal-fired 

: 1 systems. This project i::. a continuation of Project 62 and 89. 
·-....__,, 

del t ed to Modern 1nfor1111tlon Syttema for Mier-off l1lnt ~-Ni 
Yh• •lcrotr•tc ,_.. on thl• fil• are accurate reproductiona of recordt uv:~Mdarda of the AMtrlcen Netionail St1nd8rdl lnstftu~e 
were ft l!Md tn tht reguler cour&e ~f bu1tne11, Yhel~ot,corephi::r:•te:elegible than thta Notice, it ii due to the quelttv of tht 
(l,lill) for archival olcrolllo, imlCEI II th• f 1 - .... \ 
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January 10, 2003 
John pveycr. ~auman 

Lignite Research CouncU 

ffl2•XLIY•112 "Mercury Control OptJoas Evaluation, Phase n Stanton Statlon"s Program Funding $80,000; 
Total Project Costs $220,000, 0bjCQtivc: To evaluate mercury conttol options at Stanton Station, Spec,iflc 
objectives are to evaluate the effectiveness of the chemical additives to convert elemental mercury to ionic mercury 
and to evaluate the effectiveness of the MerCap technology based on the use of gold pl.ttes inserted in the 
combustion gas stream to absorb mercury. 

ma-XLV-U.3 "Anaerobic: T.,eatment of Dakota Gasldcatlon Company Stripped Gas Liquor": 
Program Fw1dlng: $130,000; Total Project Cost: $380,000. Objective: To develop a more efficient method to 
remove organics from stripped gas liquor effluent. Specific objectives are to develop an anaerobic 
biological process to degrade organic impurities to reduce heat exchanger fouling thereby reducing 
cooling tower odors and drift. 

ma:xtV-114 "Mercury Control Technologies for Eleetrtc Utlllties Burning Lignite Coatstt 
Program Funding: $150,000: Total Phase 1 Project Costs $833,000. Objective: To develop cost-effootive 
elemental mercury control technologies for utilities burning lignite coals. Specific Objectives: To 
develop an understanding of mercury interactions with flue gas constituents; Identify candidate chemical 
agents and sorbents and conduct laboratory screening tests; Conduct pilot scale tests to identify candidate 
sorbents for future field tests at a lignite-fired plant. 

·'1 FY02-XLY,1-115 "Implementation or Regional Lignite Energy Marketing Plan.,. Program Funding: 
l' ) $975,000: Total yearly Project Costs: $1,950,000. Objective: Improve overall public regional image of 

1 
,.._,. coal and promote the use of coal as a low-cost, efficient and environmentally compatible energy source to 

ensure the continued utilization and growth of coal-based electrical energy. 

FY03-XLVIl-116 "Long-Term Mercury Monitoring at North Dakota Power Plants." 
Program Funding: $1291000: Total Project Costs: $446,667. Objective: Conduct long-term monitoring 
of mercury emissions at the Milton R, Young Unit 2 and R. M. Heskett Unit 2 plants to detennine 
emission levels and variations due to coal and operations, and to quantify levels of oxidized versus 
elemental mercury. 

FYOJ-XLVlll -117 "Mercury and Air Toxic Element Impacts of Coal Combustion By•Product 
Disposal and Utlllzatlon.'' 
Program Fwtding: $37,500. Total Project Costs: $1,600,000. Objective: Evaluate potential impacts of 
mercury and other air toxic elements on the management of coal combustion by-products (long-term 
storage and utilization products). 

.J 
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John Pmr. Chainnan 
Lignite Research CounoU 

INDUSTRIAL COMMISSION OF NORTH DAKO"f A 
JohnHoewn 
Governor 

N-,ws Release 

Wayne Stenohjem 
Attorney Oencral 

December 31, 2002 

RopJohr\jon 
Commissioner of Agriculture, 

For Immediate Release 

North Dakota Industrial Coll'l·misslon. receives Lignite Vision 21 status report 

Members of Ute North Dakota Industrial Commission (NDIC) received status reports today from John Dwyer, 
president of the Lignite EneraY Council, reglll'ding Lignite Vision 21 (LV 21) studies boing conducted by three 
applfoants that have expressed interest in building a low-emissions, lignite-based electric generating station in 
North Dakota. 

Dwyer told the commission that most of the preliminary feasibility studies - inoluding envir,.;nmental, 
generation and transmission work - are now complete and two out of three original applicants have ex.pressed 
interest in moving ahead to the engineering and pennitting phase. The applir.ants continuing ore: Great 
Northern Power Development, a limited partnership with coal reserves near Dickinson, N,"ri,h Dakota; and 

I' '1 Montana-Dakota Utilities Co., and Westmoreland Power, Inc., who are interested in jointly developing a 
1 ··~_) project at the former Gascoyne Mine site in southwestern North Dakota. 

A third applicant, Great River Energy, has said that its immediate electric generation needs can best be met 
with intennediate/mid-range and peaking power near its load centers in Minnesota, rather than by adding 
baseload power. 

North Dakota Gov. John Hoeven, who is ohainnan of the Industrial Commission, has made energy 
development one of six pillars for growth in the state. Hor,ven said he is encouraged that two of the three 
projeots arc moving forward. 

"I'm er.cited about the economic possibilities that could result if one or more new base1oad power plants are 
sited in North Dakota.'1 Hoevr.n said. "Developing our resources in an environmentally sound manner will not 
only add good paying jobs but also allow our state to help meet the nation 1s growing energy demands." 

Ron Tipton, chief executive officer ofMoniana-Dakota Utilities, and Chris Seglem, Chairrran of the Hoard, 
President & CEO of Westmoreland Coal Company, said that the studies completed to-date indicate a strong 
need fo1 reliable, low cost poVfer in the region, 

0 0ur customers and others in the region are demanding more electricity," Tipton said. "MDU and 
Westmoreland think it's prudent to continue investigating all generation sources that can efficiently satisfy 
these needs. 11 

Jerry Vaninetti, president of Gr~at Northern Properties, echoed Tipton's comments saying that the sh1dies 
completed to date are also encouraging. 

deli eel t Modern lnformtitton IVttlM for Mh,re>ftllliftl ll'd 
Th• Mtcrotr.,tc ,_.. on tht• ft h• •r• eccurttt reprocb)ttone of nce>rdl ."!~.nda~ of the AMtrleen Net tonal StMdard• lnttttut• 
were fHNd tn the reaular courH of bultneH.h TfhtelJ!aottograph~::or:•r:~eatble than thtt1 Notice, 1t t1 due to the qut1lttv of tht 
111n11 for archtv•l •l•r•ftl•• NOTICE• 11 ' • ' - ""111 l 
-• betna ft\Old, i. ~~~ l◊l ◊q Qj 

._. ~ 0 C• NI_:½(') ltt 
aper ~r'• 1tonature 

I' 

~ 

J 

J 



r 
Pa1e l1 of 12 
January iOi 2003 

John Dwyer. Chaf nnan 
Lignite Research Council 

"Our studies show real potential for operating a competitive power plant that is nothing short of the finest coal
based generating station in the wortd:1 Vaninetti said. "We would he using advanced generation technologies 
that have been developed, tested and proven viable since the last coal-based plant in North Dakota went on line 
nearly 20 years ajlo.11 

In delivering the status rcpof4 Dwyer noted that much progress has been made relating to environmental 
ohallenges that had earlier looked to be impediments for the L V 21 Program, 

Attorney General Wayne Stenehjem, and Industrial Commission member, said he believes the environmental 
challenges facing new coal-based plants can be met. "The energy industry in our state has proven itself to be a 
good steward of our land, water and skies," he said. "The propor;ed projects similarly would be among the 
cleanest in the nation. u 

Another hurdle involves adequate trausmis1;ion capacity. Dwyer said that much of the eJeotricity from any new 
generution sourc" in the state wilJ UkeJy flow not only to North Dakotans but also to customers in neighboring 
states. 

0 Wc have idenrifled several transmission routes that end the current bottleneck situation - especially between 
North Dakota and Minnesota:' Dwyer said. 0 However. several transmission issues are in flux and buHding 
additionaJ transmission facilities carries financial uncertainty. It's imperative these issues be resolved in a 

1 
timely fashion by the Federal Energy Regulatory Commission and multi-state transmission planning entities." 

"'1 

f .· ) Roger J_ohnson, Agriculture Commissionel' and also a~ lndus~al Commiss~o~ member~ n~ted, th~t both wind 
..._/ energy interests and coal-based power plants will require addttional transm1ss1on capacity tf significant 

amounts of generating capacity in the state are to occur. "Resolving the transmission constraints is necessary 
and will require great cooperation of both wind energy proponents and LV 21 applicants to get it 
accomplished," he said. 

Jim Van Epps. president and chief executive officer of Great River Energy. said his company began the 
feasiba!ity studies because ofNorth Dakota's excellent lignite reserves1 quality workforco and favorable 
business climate. 

"At this time1 it appears that an intenneJiate or peaking generation source would better meet our needs/' Van 
Epps said. "This, however, doesn 1t preclude us from looking at another Jignite-based p)ant at some point in our 
future.'1 

The Lignite Vision 21 Program is a partnership between state and industry and is designed to encourage 
construction of a baseload power plant in North Dakota that is avai1able to produce power in the 2008-2010 
timeframe. As proposed, the L V21 Program is designed to meet growing regional electrical needs and revitalize 
the lignite industry by producing 3 million tons of coal annually, creating 1,300 new jobs and generating an 
additional $6 million annually in tax revenue. 

The Lignite Research, Development & Marketing Program and the L V21 Program are overseen by the 
Industrial Commission of North Dakota, consisting of Governor John Hoeven as Chainnan, Attorney General 
Wayne Stenehjem, and Agriculture Commissioner Roger Johnson . 

.. 30. 
Further lnfonnation: Lyndon Anderson. 258-7117 er Karlene Fine, 328-3722 

' 

J: 

J 



,.J ,, 
~ 

,.-·-, 
,,. 

( 
\ , ...... 

P11e 12 of 12 
January 1 o. 2003 

John PWYot Chairman 
Lignite Reaearch CouncU 

Lignite Vision 21 Program 

Project Development Tlmellne 
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Lignite Energy Position - HB 101§ 

1

·-.Provide for fndustrlol Comn,issfon study of the proposed 
n~ert1er. 

•would support the etlmlnatron of a Gaologl~t Ill position in the 
subsurfc.1ce section proposed by the Governor and addltlonal 
positfont,~), If appropriate, through retirements. 

*If necessary, would support a reductfon of $150,000. 
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Suggested amendments 

Legislative Intent 
Prior to November 1 i 2004 the industrial commission shall present to the 
Budget Section a report on the proposed merger of the oil and gas 
division and the geological survey and present the appropriate statutory 
changes to be presented to the flfty-nlnth legislative assembly to fully 
Implement the merger. In developing the report the Industrial commission 
shall maintain the position of state geologist within the proposed merger 
and Insure there are adequate personnel and dollar resources to carry 
out the responslbHitles of the state geologist under chapter 54-17 .4. 
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