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2003 HOUSE STANDING COMMITIEB MINUTES 

BILURBSOLUTION NO, HB 1116 

House Indus1ry, Business and Labor Committee 

t:I Conference Committee 

Hearing Date 1-14-03 

T Number Side A SideB 
3 xx 

Committee Clerk Si 

Minutes: Chairman Keiser: Let's open HBl 116. 

Meter# 
0.3--17,0 

Bob Humann, Bank ND, Senior Vice Pret. Ot Lending: In support. (SEE A TT ACHED) 

Rep. Ekltrom. : (7. 7) When you are going in as a co-guarantee with the federal goverrament, who 

will be taking first position? 

Bob: The way we see it, to guarantee any losses that would be paid on that would be on a pro 

rata basis. ( SO% SBA, 35% BND) If there was a loss of $10,000, BND would incur a $3500 loss 

and SBA would incur a $5,000 loss, 

Rep. Doteh: I'm concerned with the level of risk that BND is assuming with this type of 

guarantee. 

Bob: We would limit the potential amount of guarantees that the bank could issue under a new 

program., We don't want to jeopardize the bank's profitability. 

Rep. Dosch: In regards to the holding company's TOPS loans, right now you are required to lead 

O banks on those types of loans. This allows you to go direct. Is there any concern from local banks 

I 

.J 
rfl. 



r 
j ,,, 

' i 
' 

► ,· 

t 

\ 
l 
I 
I 

~ 

Page2 
House Industry, Business and Labor Committee 
BilVResotution Number HB 1116 
Hearin& Dato 1 .. 14-03 

that BND would be excluding them fonn this type of flnanoing? Second part. if the bank holding 

company and the ownership is mired, what are the advantages for them to set up this type of 

financing again? Is it being able to write off the interest expense or how it is oarrled on the 

boob? 

(J 
'I 

Bob: Wo were looking at whether or not we needed to find a lead vendor or not on these TOPS?) 

transactions. The problem that has created for us is we had a holding company come to us and 

had this TOPS(?) ~on they had in mind and they want to get financing from us just like 

we provide bau stock to bank holding companies. We look at the package and we decide if we 

can be a player in that loan package, We ask that bank holding company to go out and find a lead 

lender. They don't want to be in that position. They may have to share their financial with 

another bank in the state, which they would just as soon not do, for competitive reasons. The 

second question was some of the tax advantage with the TOPS. The biggest reason is for tax 

reason. They can get capital into their bank without having to actually inject that capital. They are 

taking that money out of their own pocket. 

L. 

Chairman K.e&Mr: It seems to me one of the securities of having that third bank involved with 

the strict requirements is to lessen our risk, lfwe eliminate them, we are increasing our risk, true? 

Bob: That has not been our experience. We spend lots of time convincing our lead lender that 

this deal makes sense and we have to walk thern through the complexity of this. It is more 

cumbersome for us. We'd like to eliminate this step. 

Chair Keiser: The SBA frequently goes out on the market and sells that package at a discount. 

What sort of problems does that create for this transaction or BND? 
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Pqe3 
Houao lnduatry, Buaineu and Labor Committee 
Bill/Resolution Nwnbet HBl 116 
Hearina Date l • 14--03 

Bob: We have not worked out the details. Wo would probably set some sort of CO•&uarantee 

program that would not allow SBA to package these suarantees and have them sold off. We wartt 

to keep the servicing in ND. We put the co-guarantee J)erimetcrs in SBA; we would tell them 

that any co-auarantee they would not be able to sell their portion off. 

Chair Kelter: Any opposition? Seeing none_ we are closed. 
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2003 HOUSE STANDING COMMmEE MINUTES 

BILL/RESOLUTION NO. HB 1116 

House Industry, Business and Labor Committee 

CJ Conference Committee 

Hearing Dato 1/20/03 

Ta Number SideA Meter# 
1 X 12.1-17.0 

Minutes:CHAIR KEISER call or committee work on HB 1116. He stated that thls is a new 

area for the Bank of North Dakota to get into and suggested a four year sunset clause be drafted 

as an amendment. 

REP. RUBY: Would pending loans be caught up in a the sunset (lJause? 

REP. NOTTEST AD: Should thls be discussed with BND? 

REP. DOSCH: No, 

REP. EKSTROM: BND should and would know if its programs are working. 

REP. KLEIN: tet•s draft it right now. 

CHAIR KEISER: That ts a good suggestion. we•U take a five minute break before we begin 

today• hearings, 

Concluded. 
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2003 HOUSE ST ANDINO COMMrM~BB MINUTES 

BILURESOLUTION NO. HB 1116 

House Industry. Business and Labor Committee 

tJ Conference Committee 

Hearing Date l /21 /03 

Ta Nwnber ---- 3 
Side A 

X 

Minutes: Cbainun Keller called for 

SideB Meter# 
18,()..25.0 

Rep. Dolch walked the committee through his proposed amendment that will put a four year 

sunset clause on their ability to guarantee loans so it can be revisited to see how well the program 

is working, BND will only co-guarantee p1.ttticular loans with federal agencies which will not be 

allowed to sell the guarantees on secondary market. These will be loans that will originate in ND 

and serviced by ND financial institutions, 

:tlep. Klein requ~ed that Rep. Doseh read the proposed amendments. 

Rep. Doleh: page 1, line 3, after ''transactions0 insert "and to provide loans and provide 

expiration date'\ Page 2. line 23, add "o, The authority to guarantee loans shall expire July 31, 

2007." Rep. Doseh stated that legislattive intent is authority to do something similar to what the 

SBA does at present: to guarantee a percentage to a lead lender should the loan default. This 

provides the lead lender more security and confidence to be more aggressive in making loans. 
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Pqe2 
House Industry, Business and Labor Committee 
BUI/Resolution Number HB 1116 
Hearing Date 1/21/03 

This witl help smaller communities to set financing. Guarantees will not bo sold on the 

secondary market and must be requested and originated by ND financial institutions. 

Rep, Ekltrom asked if BND will be secondary or guarantors with SBA or anybody else, 

Rep, Keller explained that SBA never has first position, they are guarantor of the loar1t they take 

the risk by selling off the loan to investors at a discount. We are going on record to state that 

BND witl not participate in structuring a guarantee in whi~h BND will be put at risk. Parties will 

not be allowed to setl guarantees on secondary market. 

Rep. Klein moved to adopt the amendments. 

Rep, Ruby seconded the motion, A voice vote catried the motion, 

Rep. Sevenoa moved a do pass as amended. 

Rep. Doteh ~nded the motion. 'l'he roll call vote was unanimous: 1 +·0-0. 

Rep. Doteh will carry this bill on the floor. 

Thi ■fo,.aphtc ,..,.. en thf• f ll• ,,.. accurate r~ttona of recordl •ttwrtd to Nodtrl'I lnforNtfon tv•t• for •torofflafnt n 
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38075.0100 
Title 

January 20, 2003 

PROPOSBD AMENDMENTS TO HOUSE BILL NO, 1116 

Paae; line 3, aftor ~lo111" ln,ert ", and lo provide loans and provide explntlon dale", 

Paae ~Jme 23, add g,. Ihc aud19rity to avmn1M loans shall ex.om July 3 J. 2002, 

Renumber accordin&IY 
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Date: I /').I./ Q '3 
Roll Call Vote #: J 

2003 HOUSE ST ANDING COMMmr.,: ROLL CALL VOTES 
BILL/RESOLUTION NO. l l ) VJ 

House Industry, Bu•ln"• & Labor Committee 

D Check here for Conference Committee 

Legislative Council Amend01ent Number ?4 01 ', ,0 IO 1 / ,0 )-00 
ACltlon Taken ::b.a._ 'p !t ')~ /Jr, _ -ArJ;.., iz.,_Q ___ _ 

Motion Made By~ • Seconded B'/ _Tu S Df.A_ _____ ...;;;...... ____ _ 
RenreHntatlvt1 Yett No Reorttentativet Yet L--NO 

Chairman Keleer / Reo.Boe / 
Reo.Sevenon. Vlee-Cbalr / Reo.Ekstrom v 
Reo.l>Oteb 7. Reo.Tborpe /. v 
Reo. Froteth ttl""',,., Ren. Zalter / 
Reo. Johnson / 
ReD.KulMr ,,,,,.,,,. 

Reo. Klein // : 

Reo. Nottlettad ;· .. / / 

Reo. Ruby --
Reo.Tleman / 

4\bsent 

Total (Yes) _,~\_({~----- No .. 0 6 -------
Floor Assignment }) o s c/41 · 
If the vote is on an amendment, briefly ir.,dicate intent: 
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RIPOllff 01' STANDING COMllml (410) 
January 14, IOOI 10:131.m. Modult No: HR•14-10l1 

C.rrltr: Dolotl 
lnllrt LC: SI071.0101 ffile: .0200 

RIPORT OF STANDING COMMITTII 
HI 1111: lnduetrv, IUII,_. and Labor CommtttN (Rep. Kelw, Chairman) 

recommtndi AMINDMINT8 AS l'OLLOWI and when IO amended, rtcommendl 
DO PAN (14 YEAS. 0 NAYS, 0ABSENT AND NOT VOTING), HB 1118 wu placed 
on the Sixth order on the calendar, 

Page 1, fine 3, after "trantactione" Insert Ni and to provide an e)CJ)lraUon date11 

Page 2, after llne 22 Insert: 

"IICTION 2, EXPIRATION DATE. Thia Act II effective through July 31, 2007, and after that date fa lneffeottve,• 

Renumber accordlngly 

(2) DESI<. (3) COMM Page No. 1 
HFM ... 1031 
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2003 SENATE STANDING COMMnTEE MINUTBS 

BILURBSOLUTION NO. 1116 

Senate Industry, Business and Labor Committee 

Cl Conference Committee 

Hearing Date 03-17-03 

T Number Side A SideB 
2 xxxx 

Committee Clerk Si 

Meter# 
685-1870 

Minutes:Chainnan Mutch opened the hearing on HB 1116. All Senators were present. 

HB 1116 relates to authority of Bank ofNorth Dakota regarding trust preferred securities 

transactions, 

Tntlmoay In 1upport of BB 1116 

Bob Bum1:na, Senior Vice President of Lending of the Bank of North Dakota, introduced the 

bill. See written testimony. 

Senator E1peprcl: What information do you have that isn•t available to anyone on the internet? 

Bob: With the TOPS transactions. we require personal guarantees from the share holder of the 

holding company, which is not available to anyone on the interenet. 

Senator Espegard: A bank would need to improve their tier one for what reason, growing too 

fast or losing money? 

Bob: Generally it is growth. 
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Pqe2 
Senate Induatry, Bualncss and Labor Committee 
Bill/Resolution Number 11 t 6 
Hearin& Dato 03-17-03 

S...tor Mutdu Would the Bank of North Dakota be the only source of additional infusion of 

capitol? Why would you want to be involved in this? 

Bobs It is a aood source of aeneratina capitol. It is just another line of business for the BND to be 

involved with, 

Senator Muteb: My question would be, is the BND the last resort? I would think that they 

would want to go to a small bank, 

Bob: We are very competitive, They are some of ow- better loans that we have at the BND. 

Senator Netbln1: How would yow- rates compare with an out of state bank? I'm talking about 

an in state bank wanting to do this, 

Bob: Rates would be comparable. We have to compc,te with First Star and other banks. 

Senator Netbln1: So there is no set price? 

Bob: We price our bar~ loans at 2.45% over the 30 day live. Right now it is about 3.95%, 

Senator Heitkamp! Traditionally, how long are th~ loans? 

Bob: Usually we set them up for 10-1 S years. 

There wu no oppo1hl1 tettlmony. 

Bearln1 wu doted. No aedon wu taken at tlall time. 
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2003 SENATE STANDING COMMl'JTBB MINUTES 

BILl/RBSOLUTION NO. 1116 

Senate Industry, Business and Labor Committee 

CJ Conference CommiUoo 

Hearing Date 03-24-03 

T Nwnber Side A SideB 
1 xxn 
t XXX 

Committee Clerk Si 

Meter# 
2650-3350 
292-2500 

Minutcs:Chainnan Mutch opened the committee discussion on HB 1116. All Senators were 

,~ present. HB 1116 relates to authority of the Bank of North Dakota regarding tnw preferred 
''--,,,/' 

securities transactions. 

The c.ommittee requested that someone from the North Dakota Bankers Assoc. and Bank of 

North Dakota be present for questions. 

Marilyn Fos1; NDBA, was present to answer questions. 

Senator Klein: Does that affect the banks at all? 

Marilyn, The Bank of North Dakota did present this to the NDBA legislative committee 

meetings. It is another way of financing acquisitions. 'Ibe committee looked at the biU and did 

not oppose it. They left the decision to the Bank ofN()rlh Dakota. We didn•t take position in 

trying to get it passed. but we didn't oppose it. 

Senator Espegard: I see that as a risky way of lending. I didn't know that is was wrong to have 

0 a third party lender involved. 
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Pap2 
Senate lndulb:y. Buaineu and Labor Committee 
Bill/Resolution Number 1116 
Hearin& Date 03•24-03 

Martlya: I really am not qualified to answer that. 

S.Utor Knblbada: Do you think that is why the House put a sunset on this? 

Martlya: I don't know. 

Senator Etpeprd: The section that is being amended is allowing the banks to guarantee loans. 

You could have a lot of risk. I am not second guessing the Bank ofNorth Dakota at all. But 

maybe that is why they put the sunset on. 

END Testimony. 

Continue on side B. meter no. 292 with Bob Humann 

Bob Humann, Senior Vice President of Lending of the Bank of North Dakota, was also present 

to answer questions. 

Senator Eapeprd: What do you normally charge for a guarantee? 

Bob: One half percent annually. 

Senator E,peprd: Could you explain a TOPS loan? 

Bob: It is explained in the chart on page three from my original testimony. It is written the same 

way as a bank stock loan. We will not complete a TOPS transaction with a bank in ND unless we 

have a bank stock loan with that bank. TOPS are generally done on an unsecured basis. We cross 

the stock loan with the TOPS transactions. See chart on page three of testimony. 

Senator E•Nard: Can you physically see the examination report of those banks? 

Bob: No, we cannot. 

Senator Krebsbach: Can you request that they furnish you with that information? 

Bob: No, what we have done in the past is go to the physical location. ·we can then see the 

reporit but they can•t make us a copy or let us have one, 
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Senate lnduatry. BUIUlell and Labor Committee 
Bill/Relloludon Number l l i 6 
Hearin.a Date 03-24-03 

8-ator Krebtbadl moved to adopt weadmeatl. Seutor Eepeprct aeeoaded. 

Roll Call Votes 7 yee. 0 ao. O abtellt. 

Senator Klela moved a DO PASS AS AMENDED. Senator Beltkamp ..,.cled. 

Carrleri Seutor Nedda& 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO, 1118 

Page 1, Nne 2, after 11Dakota" Insert "to guarantee Joana; and to create and enact • new 
aubdfvilk>n to subleotion 1 of aeotion 6-09-15 of the North Dakota Century Code 
relating to• and rwnove 11regardlng" 

Page 2, after line 20 insert 
•SECTION 2. A new ,ubdlvialon to subaectlon 1 of section 6-09-16 of the 

North Dakota Century Code la created and enacted as follows:" 

Page 2, Hne 23, replace "This" with 11Sectlon 1 of this" 

Renumber accordingly 

Thi •lor..,.tc flilfH on thf• ftt• ,,.. accur1tt ~tlon1 of rlOOl'dl •ltYtNd to Modern lnfo,...tfon 'Ylt ... for •tcroftt■ff'lt n J 
MIN fftiid.'fn tht _.._,,.,. OOUf'lt of buetntt1. Tti• flltototr.,tc proctts ... t, •t•NM of the AMrtcan National lt.,..l'dl tMtftutt , 
(ANII) for 1J'Chfvail lifcrofflM. N01'tCl1 U tht fftMd fMtt 11t1Wt t1 lNI lttfblt thlh thft Notfct, ft ft dut to tht qu1lfty of t~ .· 
doewllnt ~Int fl lMd. ~ °' \v--... · , 
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38075.0201 
Title.0300 

~ed by the lnduatry, Busfneu and Labor 
Committee ~ 

March 24, 2003 ~,..o 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO, 1116 

Page 1, tine 1, after •to• Insert "create and enact a new subdivision to sublectlon 1 of seodon 
e.09-15 of the North Dakota Century Code, relating to trust preferred aecurttles 
traneactlons; to• 

Page 1, fine 2, replace •regarding trust preferred• with io guarantee loar,111 

Page 1, Une 3, remove "securttlee transactions" 

Page 2, after line 20, Insert: 

"SECTION 2. A new subdivision to subsection 1 of section 8-09-16 of the North 
Dakota Century Code Is created and enacted aa follows:• 

Page?., tine 21, remove •11,." 

Page 2, line 23, replace "This" with "Section 1 of this• 

Renumber accordingly 

Page No, 1 38075.0201 
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Date: 3--24-0~ 
Roll Call Vote#: I 

2003 SENATE STANDING COMMITrEE ROl,L CALL VOTES 
BILL/RESOLUTION NO. 

Senate ) l I (o Committee 

0 Check here for Conference Committee 

Legislative Council Amendment Nwnber 

Actlon Taken W-~--~-_,.;__-_. ii_=_L,l;~~---1-1Ji0!!...:...Jc::::::,.!:.!....!,_ __ 

Motion Mado By ~'m.(h ~econded By ~·+-F~'-1----

Sen1ton Yes No Senaton Yes No 
Senator Mutch X 
Senator Klein '( 
Senator Krebsbach .~ 
Senator Nethina ~I 

Senator Heitkam1> )'" 

_§enator Every ,~)( 

Senator Bspegard -~ 

-- . 

Total (Yes) ~~f?El~JNo Q 
Absent CJ ---"'----------
FI o or Assignment ~ AArA/lt. l\o UlJVtM,(2., ~ et 
If the vote is on an amendment, briefly indicate intent: 

Tht 1toroorap1fc 1Nfff en tht• ffl111 are 1ceur1te nproductfont of recordt dtlivtrtd to Modern lnforNtfon tystlflll for MforoftlMfno It'd J 
were ff hned tn the r._ul1r cOYrae of buelneu. Th& photc,orephtc proctH 111ttt1 1tll'!l.llrdt of the American Nattonel Standtirdt lntt1tutt . 
(ANSI) foi• archfv1l ll\1croft lnl, N0T1CEI 1f the f I lmed t•o• 1b,ovt ,. lHI lttfblt than thh Notf ct, ft ,. due to the qual tty of tht 

dt>ct.Mnt be Ina f fltMd. ~ ~ Cl\ \v--... .fu"" ~~ ~~ \6\~ID3 
Operator'• s'fu"naturt~~ Date 

I 

.,,J 



r 
I 

I. 

l 

L 

r 

0 

Date: 3-2.4-03 
Roll Call Voto#:z 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

Senate - l \\le .. Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number -------,--------

Aclion Taken 'Do P'f.S'.;, As ~a 
Motion Made By l<l.wn Seconded By ~ ttil-:ka.-rn.p 

Senators 
Senator Mutch 
Senator Klein 
Senator Krebsbach 
Senator Nething 
Senator Heitkamp 
Senator Every 
Sen~tor Espegard 

Total 

Absent 

(Yes) 

Q 
Floor Assignment 

-
Yet No 

)~ -A 
¾: 
>C 
~ 

" ".. 
' 

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

Senaton Vet 1 "ro 
) -

" 

Tht Mlcrotr•fc , • .,.. on thf I f flffl ire 1ccur1tt reprcductfcna of records •ttvered to Modern lnfal'Ntfon Syattffll for 111fcrofflmfno end J 
Wtre fHMld h, th• 1'-.Ul•r courae of buafne11. Thtt photogr1phfc procett nttatt 1tandlrcH of the Affltrfcen N1ttonal Sttndardl Jrwtftutt . 
(ANSI) for archival ,nfcrofflM. NCIYICEt If the fflllltd INOO •~v• fl l••· leotblt than thfl Notfce, ft fa due to the quality of tht 
doc1.111tnt b.tf ng f flmed. ~ 

..:Lnu . ~ ~ ·- ,cl~lt.)3 _ 
0pt1••tor'1 -~~ Date 
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Al!POAT OP STANDING COMMITI'EE (410) 
March 24, 2003 4:14 p.m. 

Module No: 8fMM803 
Carrier: Nethlna 

lnMtt LC: 38078.0201 Title: .0300 

REPORT Of STANDING COMMnTII 
HB 1118, • engro•Nd= lnduet,y, BUlfnNI Ind Labor Commltteo (Sen. Mutoh, 

Chalnnan) recommends AMl!NDMl!NTS AS FOLLOWS and when IO amended, 
recommends DO PASS (7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). 
Engrossed HB 1116 was placed on the Sixth order on the calendar. 

Page 1, Hne 1, after "to11 Insert •create and enact a new subdlvfslon to subsection 1 of section 
8-09-15 of the North Dakota Century Code, relating to trust preferred securftfos 
transactions; to• 

Page 1, llne 2, replace •regarding trust preferred .. with ,o guarantee loans" 

Page 1, llne 3, remove 11securltles transaotlons 11 

Page 2, after tine 20, Insert: 

•secnoN 2. A new subdivision to subsection 1 of section 8-09-16 of the North 
Dakota Century Code Is oreated and enacted as follows: .. 

Page 2, line 21, remove •nL• 
Page 2, line 23, replace 11Thls 11 with 11Seotlon 1 of thls 11 

Renumber accordingly 

(2) OESK, (3) COMM Page No. 1 

I 

J 



200 3 HOUSE"' , INDUSTRY, BUSINESS AND LABOR 
CONP!RENCE COMMITTEE 

HB 1116 

The mfcrogr11phfo images on this -fl Im at-e accurate repl'oductfons of record, del fverfd to lifodft•n Information systeMS for 1nf crof I lmfno end 
were filmed In the re;ul~r course of buslnt&B, The photographic process l'!Wltts standards ot the American National Standards Jnstftute 
(ANSJ) for archival microfilm, NOYICS1 If the filmed Image ab.eve fs less legible than thfs Notfce, It Is due to the qwllfty of the 
docunent being fflmtd, , ~~~ c~\v _r:xJt.s. NU'.\A>~~\J~:) h~l~lD3 

0perato1•1s Sfgneture ~ Otte 

.. 
' ~: 



2003 HOUSE STANDING COMMITIEE MINUTES 

BILIJRESOLUTION NO. HB 1116 

House Industry, Business and Labor Committee 

• Conference Committee 

Hearing Date April 7, 2003 

~ __ T_a~~_N_um_b_er ____ S_i_de_A_ .. _______ S~eB 
1 X 0.0-3.4 

Meter# ---

,· ') members were present: Senaton Nethmg, Espegard & Heitkamp and Represent1ti~es 
__,. 

I ,~ 
/• r 
r, 
';, 

'o,.i 

F ,, 

L 

Dosch, Klein & Boe. 

Rep. Dosch stated the original bill made two authority changes to Bank of North Dakota. BND 

is now authorized to make guarantee loans and allowed to make direct trust preferred security 

loans, It was the intent of the House IBL to apply the sunset clause to the guarantee loan portion 

as it is new and unproven. BND has already been doing the trust preferred security loans on an 

indirect basis so House IBL wasn't concerned about that, The expiration date was put on the 

original bill but the way it was written both authorities were included. The Senate broke out the 

trust preferred securities into a separate sr.ction. 

Senator Espegard stated that since the guaranteed loans are a novel entity, there will probably 

be off balance sheets and liabilities, Hence, a sunset clause on that is a good idea, The trust 

preferred securities is a good program. 

•i 
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Page2 
HoWie Industry, Business and Labor Committee 
BUI/Resolution Number HB 1116 
Hearing Date April 7, 2003 

Senator Netbtna stated that tho amendment was drafted by the legal staff at BND, they 

communicated to Senate mL that the House intent was to have the sunset olause on section l, 

Rep. Klem moved that the House accede to the Senate amendments. 

Senator Nethtn1 seconded the motion. 

Retulte of the roll ~all voter were unanlmou,: 6-0. 
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•••••u•••••=••••••••=•••••••••••••••••• 
REPORT OF CONFERENCE COMMITTEE 
(ACCEDE/Rl!C,EDE) • •20 
•••••a•••m••r ·~••••••••=••a1u:1•••••••=••• 

,,- .. \ (8111 Number)·~ l ll~ _ (. 1s (rt)engrosstd): 

~our Conf1r1nc1 ComM1tt•• 

. 07398 

r1c0Men that the ( SEN AT OUSI) CC EDE ) ( RECEDE from) 
f2J/1a, ~~--- 11 lftl/1721 

th (Stnatt ouse) 1,nendMtnts on (S~))1g1(s) ~,:B - · (019 

171 and plac,. H"f> l l lfp on the Seventh order. rw Y2'1 . 

□ ; adopt (further) amendments as follows, and plaet 

____ on the Seventh order: 

D having been una.blt to 1gre1, recofnfflends that the eommitttt bt discharged 
and a ntw committtt· be ·appointed. 110,us 

((Re)Engrosstd) ____ was placed on the Seventh order of business on the 
calendar. 

. ' 

=•====~========~=======~====================================================•====•=• 
DATE: 

~~-&:A_: _ _!__--·-" t:tr«t. 
LC NO. ___ of engrossment 

Emergency clause added or deleted __ 

Statement of purp.ose of amendment -·-

i ==================================================================================== 
I 
/ · · ·, (1) LC ( 2) LC ( 3) DESK ( 4) Cottt. 

I '-''I 
I 
l 
! 
I 

The 1fcroor•fc fl!llfff on tht• ftl111 are accurate reprociactfont of recordt dltlfwred to Hodtrn lnfor•tfon SV,tet111 fot- 11torofllmlno Ind J 
IUll'f f HIid fn th• reoul11r course of butfneH. fht fiioto0r1phfc proceH meet• 1tendardt of the American N&tf onal ltandardt Jnttftutt . .' 
(ANSI) for archival mtorofflm, NOflCe1 If the fflll'lld f1111ge ab:ov• 1• leat tegfble than thfa Notfoo, ft I• due to the quality of tht 
docLNt'lt being fHmed, ~\"\. (~ \v--.. :U(\ ~\!;,1~ 1cl~c3 

Optrator'• sgnature· Date 

I 

J 



r 

L 

/,.,,,,.....,) 

'·----/ 
,I 

C1 

RIPORT OP CONPIFH!NCI COMMITI'EI! (420) 
,'Ptil 7, 2003 11:441.m. 

RIPOAT OP CONFIFIINCI COMMnTII 

Module No: HR-82-8943 

lnNrt LC:. 

HI 111 I, •• engroued: Your conference oommlttee (Sena. Nethlng, Sspegard, Hettkamp 
and Reps, Doeoh, M. t<leln, Boe) recommends that the HOUSI ACC.DI! to the 
Senate amendments on HJ ~,ges 1078• 1079 and place HB 1116 on the seventh 
order. 

Engrossed HB 1118 was placed on the Seventh order of business on the calendar. 

(2) DESK, (2) OOMM Page No. 1 

The •tor'otrlphlo INOH on thf1 f\h111r1 accurate reproductfona of recordt delfvertd to Modern tnforMtfon SVtt• for MforofHM1"4 Ind 
were fttMd Vn tht l"ttUl•r courao of butfntH, Th• photoortphfo pr~tH IIIHtl 1tandtNM of the Alllerfo1n Netfonal Stendardt tnetftutt 
(AMII) for 1rchtv1l mfcrofflM. MOTICEt If the ffhiled fMgt attove ft letl leofblt than thf1 Notfot, ft fa due to the quelfty of tht 
doc'-Nnt btfnt fflfl!td, ~r::- ~ 

l::Pa N\,~\i~~ ld\P:103 
Optretor'• Signature D1te 

I',, ... a..: ..... ·-w 
I' 

w 

.J 



f, , 
I '•1 
1, ' 
I 

I , 

' ~ ·, ,, ' 

' I 

2003· TESTIMONY ,, 

HB 1116 

I, 

!, \ 

fht mfcrooraphfo fmes,ts on 'this fflm are accurate reproductlC'ns of records delivered to Modern lnformatfon syst• for tnfcroffltnfno and 
were fflmed fn th• reoul4r cotirs• of buafMss, The photographic process meets 1tanderdt of the American Natfonal Standard& lnstftute 
(ANSt) for archival mfcrofflm, NOTlCEr tf the fftmed Image ab.(,ve Is leas legible than this Notice, It fs due to the quality of the 
doct.rnGt\t bt1ing ff hned, 

1 
~ , 

tics. NVf>P-~Sl~~ ft~ \¢i;,tlD3 ., 
Operator's Signature~ Date 
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TESTIMONY TO THE 
INDUSTRY, BUSINESS & LABOR COMMITTEE 

JANUARY 14, 2003 HOUSE BILL 1116 
ROBERT A. HUMANN .. BANK OF NORTH DAKOTA 

The Bank of North Dakota supports House BIil 1116. Over the last two years BND has 
been Involved In a number of financing packages to enable bank holding companies to 
Issue Trust Preferred Securities (TOPS) to Improve bank's Tier 1 capital position. 
TOPS transactions offer advantages to bank holding companies because the Interest 
payments are tax deductible and the debt Is viewed by the regulators as capital on the 
holding company's balance sheet. In many respects, TOPS are similar to Bank Stock 
Loans, and In fact, go hand .. ln-hand with a Bank Stock Loan. Current statute does not 
allow for BND to provide TOPS financing on a direct basis. The bank holding compeny 
and BND have been faced with seeking a fead lender to originate the TOPS loan. BND 
currently provides bank stock loans on a direct basis and feels that the TOPS loans will 
compliment BND's existing bank stock loan features. Over the last two years there has 
been an Increase In demand for TOPS transactions, and BND would like to grow the 
bank stock portfolio by providing TOPS financing. It Is recor:nmended to allow BND to 
provide TOPS financing on a direct basis. 

I 

House 81111116 would also give BND •more authorlty to guarantee loans as described 
under Subsection 1. BND currently guarantees small business loans under the 
Beginning Entrepreneur Guaranty Loan Program. BND has been having discussions 
with the Small Business Adm!nfstratlon regarding a new co-guaranty program which 
would Involve both agenclt:.1s guaranteeing a portion of a borrower1s loan. Specific 
guaranty parameters would be approved by following BND's loan policy approval 
process, In an effort to expand financing tools for North Dakota lenders and to provide 
addftlonal roan dollars to North Dakota residents, your approval Is recommended. 

Th• Mlcrotrtphtc fN,tl on thl• fl hn are 1ccur1te reproductions of recorde dtl fvered to Modern tnformetfon Syste1111 for 1lcrofflmlnt end 
wert ff lMld fn the reout•r courae of buofnu1. The photo0rephf c procHa meet• etendards of the Amerf can Natfonel tltal'tderdt rnstftutt 
(ANSl) for archival mfcrofflffl, NOYIC£: tf the filmed fmege abpve la l••• tes,fble then thla Notice, ft f• due to the quality of tht 
dotUMnt ~tno ff lined, ' 

'I),.~~ 
operator'• sonitur, Date 
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House Bill 1116 
January 14. 2003 

TRUST PREFERRED SECURITIES (TOPS) BACKGROUND INFORMATION: 

Page 2 

Over the last two years BND has been Involved In a number of flnonclng packages to 
enable bank hoidfng companies to Issue Trust Preferred Securities (1 OPS) to Improve 
bank's Tier 1 capltal posltk,i"I, The Borrower In a TOPS transaction consists of an 
Investment company, structured as a Limited Llablllty Corporation, whose ownership 
mirrors the majority ownership of the bank holding company. The TOPS transaction 
requires that the holding company establish a business trust as a subsidiary whose sole 
purpose would be the Issuance of TOPS to Investors. The proceeds of the Investors' 
TOPS purchase would be lent by the trust to the holdlng company In the form of 
subordinated debt. As a result of a 1996 ruling by the Federal Reserve Board, the holding 
company can then Inject these funds as Tier 1 cnpltal Into the bank. The terms of the 
holding company's sub-debt would basically match the terms of the TOPS held by the 
Investor, so that Interest payments between the tw,1 would match, The end result Is that 
Interest payments are tax deductible, whlle the debt Is viewed by the reaulators as capital 
on the holding company's balance sheet. 
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Bank of North Dakot:i: Lending Services 
House Bill 1116 
January 14, 2003 

M.TAll a OPUIATIOHt 
--•···--STtitiiio-;. 
.. _ ......... _ ...... ., .. - ... -.-....... ~ 

10' ACCOU#f .....- .. .c ....... ,.,., • ..., .... ,_ ... __ ._, ,.,, 

commerclal Loan Program• 
.. ,1nnlnt btrepr•n•ur 'IUtJt\tJ.1..0tY.~1.0Rmt.nt' llnlt!Jr.ils.lM~ 'lw.11te11 
Qll.a.11.1' W' PMI 'H&'.i.Qt 

8tQlnnlng Entrepreneur Loan Guarantee Program 
This program fa designed to assl1t In buslnen ,tart-up financing by providing a 
nnanclal Institution with an 85% guaranty of a loan not. to exceed $100,000. 

bad Lender - Any tending Institution that It related or funded under the laws of ND 
or the United Statea. The lead lender will be reaponslble for submitting a !t!.•'1.!!!r 
r.!2!~ to BND, 

Borrower • A North Dakota resident, who hu graduated from high achoot or 
received a general equwetency Cftrtfflcate, haa had some training by education or 
expetlence In that type of revenue producing enterprise, The appflcant(a), mu.t have 
a net worth of teas than $100,000 excludlng the value of the folloWlng person11 
asi.eta: principal resldence1 one personal or famlly motor vehicle, houset1(Ad Items 
and per&onal belor,glnga, 

GuarantH • Bt1nk of North Dakota may guarantee up to 85% of Iha amount of 
prlnc.:lpal due the lender. The ma,dmum loan may not e)(eeed $100,000. The Bank 
may approve a guaranty on a loan up to $5,000 to e beginning entrepreneur for 
business start-up t)(pensea lncludlng accounJlng1 legal end business plannlng. Thit 
Bank may approve a guarantee on a loan l',r, tt:> $25,000 without requiring colleteral 
for the loaf'I. 

Term • The guarantee term may not exceed 5 yeal'9, 

OuarantH FH .. . 5% per year or a one time fee of 1.6% of thft guaranteed portion. 

Appffcatfon ProctH • A lead lender makes an appllc•~~ for this program and la 
responslble for servicing the loan. 

Interest Rate • The maximum amount the lend6t 11 ,ciy charge may not e,cceed 3% 
above BNO base or NV prime. The guaranty fee may be Included In the loan or In 
the rate churged by the lender. 

Other FeaturH - This program can be used In conjunction with other BNO loan 
programs, The Bank may not guarantee more than $4,000,000 In loans I,nder thla 
program. 

For more Information about this program or other Bank of North Dakota programs, 
contact: 

Bank of North Dakota 
700 East Main Ave 
PO Box 6509 
Bismarck NO 58502•5509 
(701) 328•5871 
1.eoo..-12.2168 ext. 5871 
TOD (Telephone Device for the Deaf) 1·800-643-3916 

Page 1 of l 
Page 4 

http://www.banknd.com/1s/Js_commercial t ,jsp 01/12/2003 
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House 8111 1116 Page!,6 
January 14, 2003 
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.,... .. , ..... ,o ...... M thfl fflll .... ICOUr'ltt ~tlOM of rtc:Ot'dl •lfwred to Nodtrn lnfo....tfon tyat• fo, llforofUllfnt • J 
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TESTIMONY TO THE 
SENATE INDUSTRY. BUSINESS & LABOR COMMITTEE 

FEBRUARY 19, 2003 HOUSE BILL 1116 
ROBERT A. HUMANN• BANK OF NORTH DAKOTA 

The Bank of North Dakota supports House Bill 1116. Over the last two years BND has 
been involved In a number of financing packages to enable bank holding companies to 
Issue Trust Preferred Securities (TOPS) to Improve bank's Tier 1 capital position. 
TOPS transactions offer advantages to bank holding companies because the Interest 
payments are tax deductible and tt-ae debt Is viewed by the regulators as capital on the 
holding company'$ balance sheet. In many respects. TOPS are similar to Bank Stock 
Loans, and In fact, go hand-In-hand with a Bank Stock Loan. Current statute does not 
allow for BND to provide TOPS financing on a dlreot basis. The bank holding company 
and BND have been faced with seeking a lead lender to originate the TOPS loan. BND 
currently provides bank stock loans on a direct basis and feels that the TOPS loans wiU 
compliment BND's existing bank stock loan features. Over the last two years there has 
been an fncrease In demand for TOPS transactions, and BND would llke to grow the 
bank stock portfolio by provldfng TOPS financing. It Is recommended to allow BND to 
provide TOPS financing on a direct basis. 

House BIii 1116 would also give BND more authority to guarantee loans as described 
under Subsection 1. BND currently guarantees small business loans under the 
Beginning Entrepreneur Guaranty Loan Program. BND has been having discussions 
with the Small Business Administration regarding a new co-guaranty program which 
would Involve both agencies guaranteeing a portion of a borrower's loan. Specific 
guaranty parameters would be approved by following BND's loan policy approval 
process. In an effort to expand financing tools for North Dakota lenders and to provide 
additional loan dollars to North Dakota residents, your approval Is recommended. 

fht Mfcro,,.,.fo ,..,.. on tht • ff ht ire ~•t• ,.,..ttw of rteordl dtlfvtrld to Modern lnforwtfon lylt- for lforo#flMf,w w 
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=fot_ •

1
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