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Explanation or reason for introduction of ill/resolution: 

To provide an appropriation for defraying the expenses of the Department of 
Commerce and relating to the North Dakota Development Fund, centers of 
excellence program, the Office of Renewable Energy and Energy Efficiency, and 
centers of workforce excellence grants. 

Minutes: II Attachment #s 1-20 

Chairman Skarphol: The hearing was opened by stating that all members are present 
and the hearing will begin on HB 1018, the Commerce Department budget. All committee 
members are present. 

Paul Govig, Interim Commissioner, Representing the North Dakota Department of 
Commerce: The testimony began with a request for a motion to open the hearing. 

Rep_ Monson: Placed the motion before the Committee. See attachment# 1 Move a DO 
PASS. 

Rep. Martinson: Second 

A roll call vote was taken: Yes, 6, No, 0, Absent 0. 
Motion passed 

Govig: Continuing with testimony, See attachmentA Spreadsheet p.5. 
Points out biennium comparisons, plus variances in the columns. 

Chairman Skarphol: Why don't you show that as a $7M variance? 

Govig: He stated that he would get into that later. Of interest to you is what is being 
proposed (10:09) 

Chairman Skarphol: So you have one hundred in this biennium? 

Govig: Yes, and this would be an additional one hundred. 
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Chairman Skarphol: We have some of that but this is an increase. 

Govig: Continues with testimony 

Rep. Monson: You have grants for child care and loans for child care. What are the loans 
for? 

Govig: They are to increase their capabilities, and the financial soundness of the day care. 
It is used primarily for equipment, special needs capacity, business plans. 

Rep. Monson: This could be used for bricks and mortar, fences, etc. 

Govig: It can be used for what is necessary. We have separated that. The Grants are not 
a part of the development fund. 

Rep. Hawken: I will talk with you about the child care issue. I am talking about the 
$150,000 and I want to visit with you and Ms Zander and I want to add a considerable 
amount of money, they are not using the loans. Refers to HB 1418 Training child care 
workers. I am thrilled that it is part of commerce now. 

Govig: We always welcome input 

Chairman Skarphol: $150,000 is that an appropriation? Addressing Sara Chamberlin, 
Legislative Council Analyst, I am asking you to finance all of the childcare money in the 
various budgets. In essence, for centers of Excellence there is $18M. 

Govig: In essence you are right. 

Chairman Skarphol: Additional FTEs? 

Govig: Two for the energy division and one-quarter for the tourism division to provide full 
time status to a three-quarter time employee. It also includes carry-over authority. In 
addition, the creation of the internship fund for the operation of an internship program. The 
biofuels blender pump fund program and finally the $5M carryover to the next biennium 
because these funds were not expended. We have an amendment that would correct the 
oversight on the Internship fund. Distributes proposed amendments. 

Jim Boyd, Interim Director, the Division of Community Services: Discussed the 
community service program and budget. See attachment 1, Tab Community, pp 1-3 and 
Pie Chart following. 

Chairman Skarphol: We can read through that. 

Boyd: That includes only the supplement, not our regular. 

Chairman Skarphol: What is the total drain? 
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Boyd: The total would be approximately $29M of that formula funds plus the supplemental 
$5.5M 

Chairman Skarphol: This biennium you are up about $4.5M, next time you will be down 
by that $4.5M? 

Boyd: Discusses Renaissance zones; there are no 49 cities throughout the state. 

Rep. Dosch: With 90% of your funding coming from federal government grants, given the 
plight of our financial situation, do you see any reductions coming down. 

Boyd: There could be some reductions, but we don't know what that could be. There is 
not a good answer. Perhaps going quarter to quarter. 

Chairman Skarphol: On your overall numbers you had, I'm assuming it is roughly $68 M 
and an increase of roughly $12M. Give us a general feel for that. 

Boyd: A lot of the funds, we have received about $70M in American Reinvestment 
Recovery Act (ARRA) funds. We will need additional authority to spend out all of those 
funds. 

Chairman Skarphol: You have $70M and you are carrying over $25M. That would be 
about $45M but you are showing a $56M decrease. 

Boyd: There is in our base budget request where there was billed $5M for the Great 
Plains Energy Efficiency Research Center. And $1 M for the Blender pump program. 

Sara Otte Coleman, Director, the Division of Tourism: See tab Tourism, pp1-5 
See charts included. North Dakota has had the third largest tourism increase in the nation. 

Chairman Skarphol: How have you segregated the tourism rooms from workers? 

Otte Coleman: We are able to separate, accommodate leisure travels. 

Chairman Skarphol: The lodging tax, explain that. 

Otte Coleman: If one occupant occupies a hotel room for 30 days or longer, they do not 
pay lodging tax, and no tax revenue is generated. 

Rep. Dosch: There is a bill forthcoming to deal with that issue. 

Chairman Skarphol: I am not looking so much for a fix but some information in other 
areas . 

Otte Coleman: We will contact the taic department and get a chart together on that. 

Rep. Monson: You said Canadian visitors are up 40% and with their dollar at par, how 
does that affect the dollars? 
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Otte Coleman: We are seeing an increase in inquiries. 

Rep. Dosch: Providing an answer to the question on impact, a bill has been filed. 
There is an error on green sheets, p. 2, item 11 should that be corrected to a $5M change? 
We did almost $2M worth of infrastructure projects with the Lewis and Clark and your 
foundation, yet you are taking all of that out of your current budget. Are there no 
infrastructure requests for the upcoming biennium? 

Otte Coleman: We do see an increasing demand for infrastructure. We put together a plan 
to fund about $200,000 a biennium and we get 5-10 times that in requests. 
Because there were no dollars allocated to it, it may not go through. 

Bill Shalhoob, Chairman of the Tourism Alliance Partnership (TAP): See written 
testimony, Attachment# 2 and appendices. 

Rep. Hawken: To what extent does the, for example the Red River zoo do you all work 
together to build that infrastructure? 

Shalhobb: Yes we do, they come to our meetings. Sara is good at getting everyone 
together. 

Sheri Grossman, President, Destination Marketing Association Of North Dakota: 
Provided testimony in support of marketing, See attachment# 3. 

Rep. Monson: We are the only state that seems to be growing and we are spending the 
least. You must be doing an efficient job. 

Grossman: The Department knows how to use those funds. It needs more money. 

Cole Carley, President/CEO of the Fargo-Moorhead Visitors Bureau: Spoke in support 
and to enhance the tourism budget bill, emphasizing the $2.5M Enhancement Grants. No 
printed testimony offered. 

Terri Thiel, Executive Director of the Dickinson CVB: Testimony provided, see 
Attachment# 5. 

Randy Hatzenbuhler, President of the Theodore Roosevelt Medora Foundation of 
Medora, North Dakota: Spoke in favor of HB 1018 See attachment# 6. 

Beth Zander, Director the Division of Workforce Development: See Attachment # 2, 
Tab Workforce, pp. 1-4. Providing jobs for America's graduates is a retention tool. 
Workforce enhancement grants are there to increase responsiveness to employer needs. 
CDA is nationally recognized, that makes a difference. 

I 

Rep. Monson: The Workkeys, have you ever used ASVAB testing? That is free. Have 
employers used it? 
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Zander: I will check into that. She continued with testimony. 

Chairman Skarphol: Who initially implemented that? 

Zander: It was initiated in North Dakota approximately three and a half years ago. 

Chairman Skarphol: Do we have any statistics on its success? 

Zander: No, we do not. 

Chairman Skarphol: You refer to Williston, it is not on it's own, New Town is not on its 
own. 

Zander: Correct. 

Chairman Skarphol: The Community Colleges and United Tribes, we haven't gotten there 
yet. Explain how it works. Differentiate for us how TrainND and they use their dollars and 
how you use these dollars. 

Zander: TrainND utilizes dollars for employers. We believe in it. We are working well 
together. 

Chairman Skarphol: These grant dollars typically go to support the training program, not 
to employers necessarily. We would like it consolidated in one location. 

Zander: She continued with testimony and concluded. 

Paul Lucy, Director, the Division of Economic Development and finance: Provided 
testimony, See Attachment 2, Tab ED&F pp. 1-6. We are not asking for additional funding. 
We are requesting the $400,000 to continue the program for the next biennium. Workers 
need a facility to take their children. He spoke in support of in-state and out of state 
companies that are locating here. 

Rep. Hawken: Do you have a list of people who got the loans and where these centers 
are located? 

Lucy: It is written in my testimony. The numbers have changed since the package was 
compiled. 

Chairman Skarphol: Child care loans, you are going to move from $1.25M down to 
$400,000. There is an $850,000 reduction; you are showing a $4.4M reduction. 
Where is the rest of the reduction? 

Govig: Some of it removing and some of it is adding. Refers top. 5, side 2. 

Chairman Skarphol: What are we anticipating for a salary increase? Is there a 
percentage out there that is incorporated in the Governor's budget? Is it 3 and 3? 
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Tracy Finneman, Marketing Director: Provided testimony. See attachment 2, the 
Commerce tab pp. 1-2. 

Chairman Skarphol: Does the partners in marketing program require a match? 

Finneman: 10% 

Rep. Hawken: Reported that the Delta Sky magazine featured a comparison of North 
Dakota and ....... (inaudible). 

Justin Dever, Manager, Office of Innovation and Entrepreneurship: Attachment 2 Tab 
Commerce p 1-2 of his testimony. He discussed the programs listed. 

Chairman Skarphol: Centers of Excellence, give us a spread sheet of where we are at 
since we started that whole thing. Just a one page summary. 

Mark Nisbet, Centers of Excellence Commission: Attachment 2 Tab Commerce 1-4 
and the Centers of Excellence annual report brochure. He emphasized private sector 
partners. Encouraging support. 

Rep. Dosch: Take a look at the centers of excellence, how is that different from what the 
two research universities are doing? 

Nisbet: There are other things going on but the major research is done at the universities. 

Chairman Skarphol: Is there a way to show that none of the money will change over? 

Nisbet: It is set up so that if there wasn't enough call for money in one of those areas, the 
research dollars could go above $8M. 

Dean Gorder, North Dakota Trade Office: Attachment 2, Tab North Dakota 
Trade p 1- of printed testimony 

Rep. Monson: Do we have trade offices internationally? 

Gorder: Yes, in Kiev the Ukraine, in Kazakhstan. 

Rep. Monson: Have you explored Taiwan? 

Gorder: Yes, both Taiwan and China. 

Rep. Monson: Missouri has a trade office over there and are interested in sharing an 
office . 

Govig: Referring to the Partner section of the handout. Attachment 2 Tab Partners p 1-2 
of of Tab Partners. · · · 

Chairman Skarphol: Where is the money reflected? 
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Govig: Comments on the Energy Office. Attachment 2 Tab Energy Office p 1-2. 

Al Christianson, Great River Energy: No printed testimony, spoke in favor of support for 
HB 1018. 

Ron Ness, Energy Power Commission: Spoke in favor of HB 1018. No printed testimony 
provided. 

Gene Vetter, Watford City Development Director: Spoke in favor of HB 1018. No 
printed testimony provided. He stated that he is a full time professional. 

David Straile (?), North American Coal: Spoke in favor of HB 1018.No printed testimony 
provided. Did not register. 

Govig: Concluded his testimony in favor of passing HB 1018. 

Chairman Skarphol: We will take public comment until 12:00. 

Public Comment 

Kent Satrang, General Manager, Petro Serve USA: Offered public comment and spoke 
in favor of HB 1018 See Attachment# 7. 

Rep. Monson: I haven't seen very many blender pumps. I was under the impression we 
could have E 15 if we wanted it. We could blend it and set it up. What are some of the 
rules on that? 

Satrang: If you use E 30 .... flexible fuel. It is a great partnership to be able to offer all of 
those. You have four choices in gas, E 30, E 10E 85 and ..... (Inaudible). 

Rep. Hawken: How much .... a service station to put in a blender pump? 

Satrang: About $5,000 per pump. 

Chairman Skarphol: Suppliers provide a $900,000 discount. Are you successful at that? 

Satrang: It worked well last year. It is called the North Dakota blender pump program. 

Justin Flaten, Garrison, North Dakota, JM Grain: Spoke in favor of HB 1018. No printed 
testimony provided. He addressed the pea and lentil market. The product goes overseas 
and through a broker or exporting agent. Transportation at an equitable rate is a problem. 
Going into Canada then out is costly and time consuming. We could increase our sales if 
we had better access to capital. ,; 

Rep. Monson: Do you have any plans to expand, say to fava beans? 

Flaten: Yes, Lebanon is a customer. They are also interested in flax and sunflowers. 
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Jeff Rotenberger, Bismarck, Mandan Chamber: Spoke in favor of HB 1018. No printed 
testimony provided, He is in favor of the Idea Center, trade office and USS North Dakota. 

Cal Klewin, Economic Development of North Dakota: Spoke in favor of HB 1018 
printed testimony provided. See Attachment# 8. 

Connie Ova, CEO for the Jamestown/Stutsman Development Corporation (JSDC): 
Spoke in favor of HB 1018 printed testimony provided. See Attachment# 9. 

Eric Johnson, CEO Avanac: Present at the suggestion of Senator Tony Grindberg. 
Provided printed testimony, Attachment# 10. 

Chairman Skarphol: SB 2056 is being introduced in Education. 

Other printed testimony was provided, See Attachment #s 11-20. 

Meeting adjourned . 
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Explanation or reason for introduction of bill/resolution: 

To provide an appropriation for defraying the expenses of the Department of 
Commerce and relating to the North Dakota Development Fund, centers of 
excellence program, the Office of Renewable Energy and Energy Efficiency, and 
centers of workforce excellence grants as it pertains to the Department. of Commerce. 

Minutes: You may make reference to "attached testimony." 

Chairman Skarphol: General discussion regarding information about the Department of 
Commerce. There are so many programs in there. The Workforce Enhancement Grants 
versus the Centers of Excellence for Workforce. 

Tammy Dolan, 0MB Analyst: Distributed a spreadsheet detailing Recommendation by 
program. I did handout a worksheet with a detailed budget for each one of their divisions that 
would show the '07-'09 expenditures, the 2011 budget and expenditures through June 30, 
2010, see Handout# 1. 

Chairman Skarphol: This gives us .... 

Dolan: I am not sure if this is what you are meaning or if you wanted more program based like 
Innovate North Dakota or the different programs within the agency. This goes through each 
page like the Commerce administration division. For each of the appropriation lines within 
that division it will show you their 2007-'09 expenditures, the current biennium's budget, how 
they will be reflect for 2011-' 13 and then the executive recommendation and the amounts 
percentage changes in there as well. 

Chairman Skarphol: The first three pages are pertinent to Commerce Administration. The 
next three pages are for innovation. If you go back through this you will see various entities. 

Dolan: Yes. If you go three more pages "in it is the Tourism Division. Two pages back it is 
Workforce Development on p. 9, with Ec9nomic Development on p. 12. Continues to explain 
the layout of the document. 

Chairman Skarphol: This gives us the administrative costs of each one of these divisions. 
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Dolan: Yes. It will show you salaries and wages, operating expenses, capital asset lines and 
special lines as on p. 2 are discretionary grants. 

Chairman Skarphol: This is printed out of BARS, right? Can I go to the Web Site? 

Dolan: Yes. 

Chairman Skarphol: This is the detail level you are going to see our web site, there may be 
more detail. Other details could be obtained from the agencies. 

' 
Chairman Skarphol: The North Dakota Trade Office is a contractual agreement.. ... 

Dolan: Right that is why they show only operating season services except for the current 
biennium they used a little bit for .... but basically it is their grants account code that they have 
but it is their contract that they have with the trade office. 

Chairman Skarphol: I did ask for a history on that particular office as to the appropriation and 
cost share for the last several biennia. 

Sara Chamberlin, Legislative Council Representative: A document #11. 9107.01 was 
distributed earlier. 

Chairman Skarphol: It continues to grow by $.5M each session to the Trade Office. 

Rep. Hawken: No, it is more than that. Oh, the Trade Office. Don't any of them share? 

Chairman Skarphol: Each division as far as their IT costs. 

Rep. Hawken: A lot of them are the same office, right? 

Dolan: Right, they just allocate it out to the various divisions so you can see the total cost of 
the division instead of lumping it together .... 

Chairman Skarphol: Based on FTEs? 

Dolan: I would have to verify that. Probably based more on the types of PCs and different 
equipment that they use. 

Chairman Skarphol: You don't reflect FTEs in BARS? 

Dolan: It is the last line on the last page for each division. If a department reorganizes from 
one division to another throughout the biennium, you might see some larger adjustments for 
those purposes . 
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Begin Recording# 13739 

~ ~ 

Chairman Skarphol: Called the Committee to order to discuss HB 1018. He called to the 
podium Paul Govig, Interim Commissioner Department of Commerce: 
Referring to HB 1018 and the Green sheets he begin discussion of the Centers of 
Excellence the funding for the Centers of Excellence (CE). According to the green sheet 
there is one time fund for CE. Is there not also a transfer that we should be considering for 
$SM. 

Govig: The total is $20M 

Chairman Skarphol: How about the Centers of Excellence? 

Govig: Distributes Attachment# 1. 

Chairman Skarphol: We need to know if it is duplicative or stands on its own. 

Govig: Describes the chart on Attachment# 1. The $20M that you were talking about is 
divided; it goes to the CE Commission, similar to what we have right now and then we have 
the Centers of Workforce Excellence Council. That is the difference . 

Rep. Hawken: Has the Workforce always been around or is that coming now because 
we now call the 2 year institutions Centers of Excellence? 

Govig: We have always had the Workforce Enhancement grants and the group that was 
working with them was the Council, so it is the same group. Those are the two groups that 
make the determination by reviewing the applications. Take CE, it becomes the Centers of 
Research Excellence (CRE) and there is proposed $13M. 

Chairman Skarphol: Explain matching dollars as described in the box on the right, 
Attachment 1. 

Govig: Yes, it has additional information, CE requires $2:00 of matching funds for $1 :00 of 
state funds. The matching funds must include at least $1 :00 in cash, $.50 from the private 
sector and in kind which could be the remainder. We have to have itemized values. 

Chairman Skarphol: As to have explanation repeated. 

Govig: The whole thing could be in cash. 

Chairman Skarphol: What if it is only $1 :00? 

Govig: There has to be $2:00 of matching funds for every $2:00 of state funds and they 
can be comprised of a few different things. 

Chairman Skarphol: The matching funds, these are from the private sector. So if the 
private sector has $1 :00 in cash, they will have $1 :00 of the in-kind. 
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Govig: The in-kind has to comprised of at least $1 :00 in cash. 

Chairman Skarphol: Either you have a dollar in cash and a dollar in in-kind or you don't 
have $2:00. Is there a difference in in-kind? 

Justin Dever, Director: One dollar of cash half of which must be from the private sector, 
the other half could be federal funds. The other could be cash assets. 

Chairman Skarphol: Explain how you get to the $2.00 value. 

Dever: Two dollars, at least half of it has to be cash the other half can be in-kind. 

Chairman Skarphol: Only half of the in-kind has to have an itemized value. 

Govig: All of it has to have an itemized value. If there is in-kind, we have to have 
verifiable value for that. Under CRE there are two other sub categories, the eminent 
researcher grant program and that can be up to $2M per biennium. The CE Infrastructure 
grants up to $3M per biennium. If they both receive the maximum amount then it drops the 
$13M to $BM. CRE has a total of $13M but the two subsections can go to $2M or $3M per 
category . 

Rep. Williams: How much of this is new money and new programs? 

Govig: The $3M. It is considered a one time appropriation and the transfer of the center is 
an additional $SM. You appropriated it for this biennium and because it was not feasible to 
do that, it is being proposed for this program .. 

Rep. Williams: How much of this is new money? 

Govig: The $15M. 

Rep. Williams: New Money. 

Rep. Martinson: Would you have a problem if we put money in the CE and let 
you ..... Could we make your budget a little simpler? 

Govig: The funding is most important and it is very successful. What it is called is not as 
important from our perspective as it is to get it funded. 

Rep. Martinson: A Center of Excellence for every new idea is confusing and unnecessary. 

Govig: No, like most things, if you understand it its straight forward . 

Chairman Skarphol: I would like to see the previous names of some of those things along 
with the current name. Some of it changes, 2057 seems to be a mirror image of this. 

Govig: Some of it changes. 
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Dever: SB 2057 also includes $23M for this, there is a $20M difference. 

Chairman Skarphol: I thought it the fiscal note on 2057 was $33M. 

Dever: 2057 also includes $10M for EPSCORE. 

Chairman Skarphol: What is the current appropriation for EPSCORE? 

Dever: The Governor's budget ... 

. Dolan: It is $7M. It is an increase of $3M in Higher Ed budget there is a $6.5M increase. 

Chairman Skarphol: EPSCORE is in the Higher Ed budget as opposed to ..... 

Rep. Martinson: We are looking at taking money from the $5M turn back for BSC to finish 
their fourth floor which would be about $4.335M. We are looking at taking funding from 
other programs, shifting funding to tourism along with more marketing money. More 
funding for the ABM site and in Minot providing $500,000 for their base realignment 
commission like we did in Grand Forks and Fargo. 

Rep. Hawken: It is what we did with recruitment training and retention. I may need an 
education, we hoped at its creation that it would go to a business. We are still keeping the 
fairness aspect. Do we continue to put money into all of these? 

Rep. Williams: Having met several times with several groups, I do not recall a specific 
dollar amount coming out of that. 

Dever: Yes, it is now SB 2057. it did contain specific dollar amounts. 

Chairman Skarphol: Why is it on both sides? Either it is an interim bill or ii is part of your 
budget. 

Dever: HB 1018 is the Governor's recommendation for CE. 

Govig: Any time we can move the Universities closer to the market to try to interject some 
market forces to create jobs and to create business and spin offs. 

Chairman Skarphol: Are any of these entities, are they self-sustaining? 
Are they profitable? 

Govig: It is very much centered on jobs. If private sector jobs are created, the state will 
benefit through increased revenue. See Attachment# 2. We have private sector jobs and 
Center jobs . 

Chairman Skarphol: Do any pay corporate income tax. 

Dever: Yes, we don't have records of their tax payments. 
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Rep. Monson: Do the new businesses end up being profitable enough to pay taxes? 

Dever: Intelligent Insights in Fargo is one example. 

Chairman Skarphol: Does a center itself make a profit? 

Dever: There are no state dollars for EERC. They survive on research contracts. 

Chairman Skarphol: I would like to see another column that would show any of these 
paying taxes. 

Rep. Martinson: I would feel better if we just gave Williston money for training. What are 
the 167 jobs they created? 

Dever: These are individuals, there are 4000. We are not counting all the people. These 
are people that went to the .... Training Program. 

Rep. Martinson: What NEW jobs were created? You can't name any jobs that we 
created. 

Govig: We filled some much needed jobs 

Rep. Martinson: It says here "jobs created". You would agree that you didn't create any 
jobs. 

Govig: We filled those jobs. 

Rep. Dosch: The CE, are they research jobs? They stay as long as the funding lasts and 
then they go away.. He uses the Blarney Stone as an example. As we go through this Is 
how many equity ... We are putting at very high risk the taxpayer dollars. Do we have any 
equity in these that will eventually provide a taxpayer return? 

Govig: There will be eventual ownership. 

Dever: Ownership in the IP(?) may not necessarily be ownership in the businesses. 

Rep. Dosch: What royalties have we received back? 

Dever: The royalties would be received to the State General fund. The agreements are 
between the institution and the private businesses. 

Rep. Dosch: This is taxpayer money; I am interested in finding out what the return is . 

Govig: We will see what we can find out about that. 

Chairman Skarphol: I would have no difficulty with an appropriation to fund the Centers of 
Excellence from the revenue produced by the existing CE 
The 167 jobs were existing and were filled. Not 167 new jobs created. 
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Rep. Hawken: She described the creation of Centers of Excellence. Is the APUC report a 
CE because we have been providing dollars for years? 

Govig: We wouldn't describe the ag product Utilization Commission program as a Centers 
of Excellence, even though it is an excellent program. 

Rep. Hawken: Rep. Dosch said that we are providing some stimulus to that sector. 

Chairman Skarphol: If you look at the grand total we've invested, $59.96M. It would be 
nice to see a 4% return on that. 

Rep. Monson: In the years of operation, will you give us examples of real jobs, not just job 
training? 

Govig: We will get some examples. 

Chairman Skarphol: How are the ones at the Center funded? General fund, research 
grants .. 

Dever: The foot note at the bottom of Attachment #2 gives examples . 

Chairman Skarphol: Other questions? 

Govig: We are getting back together on Wednesday morning, do you have specific 
questions? 

Chairman Skarphol: I would like a comparison of the current biennium with the proposed 
biennium. An explanation of terminology and incorporate in that S B 2057. 

Rep. Monson: Why are we changing the names in here? 

Govig: It is to make it easier to understand where the college or university should access 
the program. We need to do some work on this end to make it more understandable. 

Chairman Skarphol: Discussion closed . 
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A BILL for an Act to provide an appropriation for defraying the expenses of the the 
department of commerce; relating to the biofuel blender pump incentive program, centers 
of research excellence program, centers of entrepreneurship excellence grants, and the 
internship fund; relating to the North Dakota development fund, incorporated, centers of 
excellence program, the office of renewable energy and efficiency, and centers of 
workforce excellence grants; to provide a continuing appropriation; to provide exemptions; 
to provide for transfers; to provide an effective date; to provide an expiration date; and to 
declare an emergency 

Minutes: You may make reference to "attached testimony." 

Chairman Skarphol: Brought the committee to order to take up HB 1018. Our intention is 
to discuss the Department Of Commerce budget. 

Scott Davis, Executive Director, North Dakota Indian Affairs Commission: When I 
started, I was given the task of addressing three issues: health, education, and jobs. We're 
trying to figure out how to get more jobs to the reservations. The first step was an 
assessment of each tribe. We did at least three visits to each tribe, to the tribal colleges, 
the communities, asking questions about challenges, barriers, opportunities, threats, etc. 
We wanted to know what the locals felt was most needed for their reservations. The tribal 
colleges seem to be the best place to house any kind of commerce activity, and they all 
have a business incubator within their college. They've already done assessments of what 
would help their communities. The challenge is that the tribal colleges don't have strong 
business and accounting curriculums. A lot of this funding would go to strengthening those 
areas at each college, and I would be in support of the additional $100,000 towards the 
American Indian Business Development fund office. 

Chairman Skarphol: How did we fund the study? Where is it on the existing budget? 

Paul Govig, Acting Commissioner, North Dakota Department of Commerce: That was 
funded through the contract with Prairie Consulting, in the partners program section. We 
are requesting an additional $100,000 for the next biennium. 
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Rep. Hawken: Are there any funds within your agency you could transfer, if there was 
something you particularly felt needed to be done? 

Govig: The project managers are always interested in working on projects throughout the 
state, on reservations, small town, big town, doesn't matter, and we'll continue to do that. 
Specifically having someone focus on Native American reservations and issues is what we 
feel is very important, because the needs there are so significant. 

Rep. Hawken: You are out of money for this biennium, so I was wondering if there were 
other funds you could tap into if you saw something that really needed to happen. 

Govig: We have used a small amount of the commissioner's discretionary funds to fill in a 
few gaps. 

Chairman Skarphol: What do you envision the tribal colleges doing with the $200,000? 

Davis: There are some great ideas out there for private business. A lot of the students are 
older than average college students, and they really know their environment and what 
would fit. Some examples are coffee shops, butcher blocks, small retail stores. Right now 
on the reservations are just your basics, like gas stations and grocery stores. 

Chairman Skarphol: So you would envision at least a portion of it being direct grants to 
start businesses. 

Davis: Grants for business, but more of the curriculum, more of the in depth study of 
establishing a business. 

Chairman Skarphol: You envision the colleges helping individuals with the management 
of the business? 

Davis: Yes. In my view, it takes some hand holding for some time before a person can get 
comfortable with their own business. Back in the days, my parents had those things, as did 
every reservation, but for some reason that went away. It may have been because of the 
dependency on government funding. We need to direct our attention away from the federal 
areas that hinder our people and go more private. Establishing chambers of commerce on 
our reservations is the focus of our partnership, and non-profits as well. They withstand the 
administrations that come and go, and tribal politics, too. 

Rep. Hawken: There are some grants we started last session that go directly to the tribal 
colleges. Perhaps you could piggy back with those dollars to build some of this. 

Govig: Excellent point. It is a shift to focus more on the colleges than the tribal councils, 
because of the continuity associated with those organizations. We think it would be a good 
shift to partner with the colleges. 

Rep. Dosch: Where do the profits from the casinos and the oil revenue go? 
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Davis: I can't say about the oil fields, that's an area I'm still learning about. The casino 
revenue is strictly for roads, education and social services. 

Rep. Dosch: If you are asking all the other taxpayers of ND to chip in, we should get some 
answers from those that have the oil wells and the casinos. I haven't seen any reduction in 
the requests for money since the oil fields have opened up. I know the state pays for the 
roads and you don't pay any tax on gasoline. If your own people aren't willing to support 
themselves and their own businesses by coming up with a couple hundred thousand 
dollars, why should we be asking the taxpayers to? 

Govig: As we see this, we expect there would be ownership or some contributions by the 
colleges, through time or money or partnerships. If there is ownership, there is a greater 
chance to succeed. We want to work out a plan that is beneficial to all the reservations and 
the state of North Dakota. 

Chairman Skarphol: In the current biennium you have $100,000, and you spent a fair 
amount of it on that study. How do you plan to spend that $100,000 and the additional 
$100,000 in ways that would complement what you've already done? 

Paul: This is a baseline study, so it gives us a handle on the capabilities and capacities 
are on the reservations. Going forward, we feel there will be more interaction with the 
colleges and reservations, and we want to come up with a matrix to help create and 
support businesses and expand the economic base. We have to come up with a proposal 
next biennium. 

Chairman Skarphol: If the committee were inclined to go along with the additional 
$100,000, what do you think the likelihood is that we could get participation from the tribes 
to match that? 

Davis: Dollar for dollar would be a challenge for some tribes; I'm not sure about tribal 
colleges, though they do have more financial stability and may have more of a resource to 
match those dollars, or possibly do an in-kind match that would be beneficial. Why doesn't 
a tribe tax itself on gas or tobacco? I think it gets back to education, and this ties back to 
why tribal colleges are a good way to sell these ideas we as a state already know are 
beneficial to a community. Historically for tribes it's been mostly federal. The follow up of 
this report and putting it into action is the basis of the extra $100,000. 

Govig: It would be difficult for the tribes to come up with a cash match, but in-kind might be 
a good way to get a partnership going. 

Chairman Skarphol: I am not opposed to in-kind, but sometimes it becomes very 
creative. We want to encourage the tribes to be more participatory in this. Do get us a 
copy of that study. We have had committee discussion about your budget. With regard to 
the costs associated with monitoring the existing centers, we need to have some idea what 
that cost is. We need dollar amounts because, frankly, we're not certain we're going to 
fund Centers of Excellence. That doesn't mean we won't give you some money. There's a 
provision that allows Centers of Excellence dollars to be utilized for some administrative 
things, so we're wondering how much is required for the monitoring. 
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Justin Dever, Manager, Office of Innovation and Entrepreneurship, ND Department of 
Commerce: The current monitoring process we utilize includes annual reports, which is an 
expense borne by the centers themselves; site visits; quarterly updates, which costs are 
also the centers'. There are agreed upon procedures we use, related to HB 1060, and 
those costs are born by the universities. HB 1060 would allow the universities to use 
center dollars, but currently they cannot. 

Chairman Skarphol: If you are going to do this at the half-way point, and then again at the 
end, there shouldn't be a substantial cost, as opposed to doing an annual audit. 

Dever: Full fiscal audits are considerably more expensive than the agreed upon 
procedures. It can be $15,000-$20,000 per audit. 

Chairman Skarphol: What's the cost of the reports you're getting now, in comparison? 

Dever: Half or less. The statute currently requires us to monitor centers for a minimum of 
six years and a maximum of ten, and we're allowed to spend up to 2.5% of the funds 
appropriated each biennium, currently $375,000, and we've used less than $50,000, so 
nowhere near the allowed amount. 

Chairman Skarphol: What will change with the name change from Workforce 
Enhancements Grants to Centers of Workforce Excellence? 

Dever: Mainly rebranding. As presented in HB 1018, it would continue to be the 
Workforce Enhancement Council, they can make recommendations to Commerce, and the 
Commerce commissioner makes the final determination of awards. 

Chairman Skarphol: Centers of Workforce Excellence has a million dollar increase. 

Dever: That puts it back at the funding level of the 07-09 biennium. 

Chairman Skarphol: We have discussed the commitment that we made in '05 for $50 
million. We are calculating there is $60 million today. Centers of Excellence has not 
become self supporting, so the sense is it may go away. We might give the Commerce 
Department some dollars for investing in critical situations and allow for the accumulation of 
those dollars. We anticipate there will be a profit involved from this investment, instead of 
constantly giving away grant money and never realizing a return. What do you think of that 
concept? 

Govig: We think the current program is an excellent program and should be continued. 
There are benefits to the state. As far as having some type of revolving structure, we have 
seen that work out very well. 

Chairman Skarphol: We would like to see more of that, and less of the grants. 
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Rep. Hawken: We don't all agree on all the points of that, but regardless of what it is 
called, we seem to have moved away from the initial goals of the program. I want to see 
you continue the good works, though, because there are valuable parts. 

Chairman Skarphol: How much is in the development fund for you to work with today? 

Dean Reese, CEO, North Dakota Development Fund: As of January 1, 2011, had 
approximately $13.5 million, projected cash availability. Based on our commitments, I 
project as of June 30, 2011 it will be about $8.6 million to go into the new biennium. We 
average about 6-6.5 million in projects per year, for the last three years, and we pay all our 
costs through our revenues generate~. Any excess goes back into the projects in the state 
to hopefully create additional jobs and wealth for our state. We have not asked for any 
additional funding because we're in a strong position. 

Chairman Skarphol: You either take an equity position or somehow loan the money, and 
help get new businesses up and running. Can you give us a breakdown of the number of 
businesses that you actually helped facilitate and how many have been successful? 

Reese: We average about 26 to 32 projects a year, but going back to 1991 when we were 
created I would say we've helped about 464 businesses. About 67-72% are still operating. 
I believe the original intent was to have this turn into a revolving fund, which I think it has. 
We've netted about $27 million of funding and today have vested about $85 million. 

Chairman Skarphol: Most new businesses are not successful. How do you rank the risk? 

Reese: We have a risk rating system that goes from one to six. We look at management, 
experience, market they are entering, capital, etc., and we use consultants if we need to. 
We're not a bank, and our loss rate at the fund is about 17.5%. My goal is between 15-
25%. 

Rep. Dosch: Differentiate what you do and what Centers of Excellence do. 

Reese: They're there for the industry, as a hub, in energy, IT, etc. We need to work with 
them to grow them and get them out of the university system and move them into the 
commercial world. From the development fund standpoint, we work with them in the seed 
capitol area, get them into the first stage to commercialize their idea, and get their product 
into the market. We help from the funding standpoint. 

Govig: We see funding from different sources at different time frames. Centers of 
Excellence is the beginning stage. The development fund comes in at the later stages. 

' 

Chairman Skarphol: At the beginning of the development fund, there were more 
significant failures than there are today, more risk and more losses because of the early 
policies. If we were to fund some type of beginning stage program, which Commerce 
monitored, and was different than the development fund, that that fund could come in later 
and complement, I think you could be more successful than you were in the early '90s. 
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Reese: I would agree with you. I have a banking background, and funding is viewed 
differently. My predecessors had a tendency to invest all their dollars up front, all at one 
time. Dealing with a start-up, they generally don't need all that money up front; getting it in 
stages is more useful to the business and cuts down risk to the fund. We have a better 
success rate with this model. 

Govig: Funding is just one part of the equation; the follow up after you fund, the 
monitoring, is extremely important, and the development fund staff do an excellent job. 

Rep. Hawken: In the Centers of Excellence program, there is usually a two for one dollar 
match. Would you envision this counting as part of income on a new program? 

Govig: You could have that type of parameter on a new program. Generally the 
companies the fund deals with are bringing something to the table, some assets, cash, 
equipment, buildings, etc. 

Rep. Hawken: One of our concerns is we're not entirely sure there were that many jobs 
created with Centers of Excellence. In the development fund world, do you look at how 
many jobs are created or filled? 

Reese: Yes we do. We send out job surveys and advance our dollars based on jobs 
created, generally within a two year timeframe. There is a report recipients have to fill out. 
We also look at the economic impact of that company. 

Chairman Skarphol: Why shouldn't the state benefit from making any investment over the 
long term? It seems like the development fund is a break even situation, it's just self­
sustaining without growth. Is that correct? 

Reese: I don't know that I'd agree with that. We received $27 million, but we've revolved it 
to $85 million. We've covered all the losses we've had, plus some return back to the fund. 
If you took our revenues minus expenses and charge offs, our return is about .50%. 

Govig: They also cover all their operating expenses with that. 

Rep. Martinson: Why wouldn't we want to give him the Centers of Excellence money? 

Chairman Skarphol: I also wonder if we had given you the $60 million if we'd have had a 
better return on our investment. You can substantiate what you have accomplished. We 
have not been insistent enough, as legislators, that the Centers of Excellence do the same. 

Govig: We feel the NDSU study verifies there have been significant good things 
happening, but I know you have a disagreement with that. 

Chairman Skarphol: I have a disagreement with who did the study, I don't view that as an 
objective third party. 

Rep. Martinson: When you meet with the governor, talk to him about what we're talking 
about here. We're not really talking about cutting your budget much, but doing some 
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shifting, maybe some infrastructure things. You and the governor can say, we can either 
help the committee, or hang tough and hope the Senate changes it, or we can suggest 
changes. You can tell him we really don't like Centers of Excellence. It is not about 
money, but about return. Get rid of the board and you make the decisions, if nothing else. 

Recording error. 

Chairman Skarphol: Is the committee inclined to do that, or do we want to remove it 
altogether? This would be similar in nature to a Centers of Excellence entity, from my 
perspective. 

Rep. Dosch: I see no purpose to merge it in, given the direction of the committee. I think 
we just leave it out and vote on the bill as it is. 

Rep. Hawken: One of the programs we were talking about was real high risk, and one was 
less. Isn't that what we're still talking about here? 

Chairman Skarphol: One is to an individual, one is a grant program to technology based 
businesses. We'd leave the flexibility to the commerce department. 

Rep. Dosch: For the section of the bill we were talking about, I understood it that if they are 
awarded $50,000, and if in fact they are successful, then they have to pay back $100,000. 
These are such high risk, though, nine out of every 10 will fail; the odds of us seeing any 
money on this are almost nil. 

Chairman Skarphol: I do think both have risk, they're both grant programs, one to an 
individual and one to a company, both most likely technology based. 

Govig: HB 1059 refers to technology start up businesses, and the other is individuals 
moving new technology into commercialization. 

Chairman Skarphol: What are the committee's wishes? We've talked about moving the 
language without the funding .... 

Rep. Hawken: There was a motion and I'm the carrier. 

Sara Chamberlin, Legislative Council: There was a do not pass and move these sections 
into HB 1018. 

Chairman Skarphol: We may want to look at a change in the language, making them 
permissive. Rather than creating them, give them the capability of creating. 

Rep. Monson: My notes say that we moved to adopt the amendments to 1059, and moved 
to amend section 1 into 1018, but it does say 'shall administer' so if we do what you said, 
we'd want to make that 'shall' a 'may.' I move we further amend our previous amendment, 
in section one of both 1058 and 1059 to say 'may' instead of 'shall.' 

Rep. Hawken: Second. 
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Chairman Skarphol: Any discussion? If not, we'll do a voice vote. Motion carried. 

Chamberlin: Moving on to the topic of Centers of Excellence, please see the handout 
which explains changes made to HB 1018. See attachment 1. 

Chairman Skarphol: Committee, are we committed to doing this? If we are, we need a 
motion to remove sections 4, 5, 9, 11, 14, 15, 16, 17, 25, 27, and 30. 

Rep. Martinson: I move. 

Rep. Williams: Second. 

Chairman Skarphol: We have a motion and a second. Discussion? 

Rep. Dosch: My concern is the unintended consequences. I don't know the affect this has 
on agreements and things already put in place. We have $50 million out there on various 
projects, and I'm concerned about removing all references. 

Chairman Skarphol: We would ask LC to provide us with a document with regard to that 
prior to this going to full committee. 

Rep. Monson: I feel confident that the way we're moving forward with this, any old 
agreements will be taken care of by whatever new infrastructure we put in place. Things 
aren't going to dramatically change as far as funding. 

Chairman Skarphol: Voice vote motion carried. Section 7. Section 7 and Section 8 could 
be combined into something. You should have another handout, see attachment 2a. 

Chamberlin: I have a rough draft of what that might look like, if we incorporated that (into 
1018). See attachment 2b. 

Rep. Monson: On line 4, could we just strike the word 'commission,' then it wouldn't matter 
who did it, or is that too simple? 

Chairman Skarphol: That would cover it, but on the next line we'd need to change 
'commission' to 'department.' 

Rep. Monson: Looking at all the other sections of code in the attachment, some work will 
need to be done on some of the other language in different sections of code, to get rid of the 
word 'commission.' 

Chairman Skarphol: These are due to expire, so they'll go away by themselves. We 
should say 'department and the legislative assembly.' 

Rep. Hawken: How much of the post award monitoring does the commission actually do, 
or do you (Dever) do most of that? 

Dever: The department gathers the information and reports back to the commission. 
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Rep. Hawken: Basically you are doing it already. 

Chairman Skarphol: Does anybody have any consternation about any of these changes? 

Rep. Dosch: I'm fine with them. 

Dever: Letter h may not be relevant because Century Code was amended so it does not 
apply to Centers of Excellence, back in 2007. Also, the business incentive accountability 
law applies for a two year period only, and would have expired by now if entered into prior to 
2007. 

Rep. Monson: Are there still some business incentive funds out there that were awarded 
that need to be monitored or accounted for, or is it all gone? 

Dever: There were no agreements, just a potential for it. It was there in the case of a 
Center of Excellence providing something of at least $25,000 value to a business. 

Rep. Monson: Check on that to make sure there were not cases. 

Chairman Skarphol: What about item b on page 1 of attachment 2b, does it cover that? 
Could we incorporate both ideas into b? 

Dever: Item h may not be necessary, but wouldn't hurt anything if left in. Item c should be 
reworded to say 'in compliance with' ND Century Code. 

Rep. Hawken: On item d, is there a specific timeline? 

Dever: When they apply for these funds, they set forward a timeline. 

Chairman Skarphol: We're amenable to suggestions on making this more succinct, so 
long as we don't feel it's trying to circumvent what we're trying to accomplish. 

Rep. Martinson: Why don't we give them a day to look at this. 

Chairman Skarphol: I'm okay with that, and LC can make some draft adjustments as well. 
That takes care of 7 and 8, let's move on to 26. We need to decide how much and what 
we'll call it. 

Inaudible section. 

Rep. Martinson: I would like to make a motion on the transfer on the Great Plains Applied 
Energy Research Center. I move we take $4.335 million from that section and appropriate it 
to the BSC for the completion of the fourth floor of the National Energy Center of 
Excellence, and that we appropriate $600,000 of that to the purchase of the Nakoma anti­
ballistic missile site, under section 21. 
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Rep. Monson: I second that. That's the Stanley R. Mickelsen Safeguard Complex. It 
wouldn't be just purchase, but the whole development of the purchase for that project. 

Chairman Skarphol: We have a motion and a second. Discussion? We'll do a roll call 
vote. Motion carries 6-0-0. Anything else on this one? Have we covered the various 
aspects needed at this point in time, in regards to policy? All right, thoughts on the dollars. 

Rep. Hawken: I would like a little time before changing anything, but bottom line is $5 
million in training and recruitment for early childhood. 

Chairman Skarphol: Do you have an idea where we might find the $5 million? 

Rep. Hawken: Yes, some of it. The grant portion is $400,000, and there are a couple other 
places in there. It doesn't quite get there, so it would depend how we move things. 

Rep. Dosch: Then we should also have discussion about money for tourism, maybe for 
advertising, and a portion committed to infrastructure. Last biennium we provided $2 million 
for various infrastructure projects for tourism, and a portion, at least $1 million, of that needs 
to stay in. You can find budget information on the green sheets, page 2 #11, and on the bill 
itself page 2 lines 26-27. 

Rep. Martinson: Second. 

Sara Otte Coleman, Director, Department of Commerce Tourism Division: There are a 
couple of options for that. We did work with the industry associations during the interim to 
develop a plan for comparing and ranking large infrastructure projects, as required from the 
bill last session. Another option is we have a small infrastructure expansion grant program 
that has established guidelines, those may need to be revisited. 

Chairman Skarphol: So you would envision an $800,000 large project aspect and 
$200,000 small, of this $1 million? 

Coleman: We can take a look at the best breakdown of that. We might want to keep larger 
dollar amounts available for destination-type expansion or development projects. Every 
year we get way more requests for grants than we can award on the small grant projects. 
We look at need in a region, who can we partner with. We want to get away from 
maintenance and deferred maintenance kind of projects. The intent is to open more 
experiences and opportunities, rather than maintaining or fixing them. 

Chairman Skarphol: Maybe if there were a deteriorating facility, it could be brought back 
to a more suitable environment, it could become a potential destination in that area. 

Coleman: Absolutely we would look at that, especially if they had a good track record . 

Chairman Skarphol: Sometimes there are some dollars there for grants, too. There may 
be opportunities to do sharing or matching, if it's properly planned out. 
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Coleman: Yes, there is synergy there and it could be beneficial to pool funds with others. 
will get you copies of the existing guidelines and the plan we put together over the interim. 

Chairman Skarphol: Other points? Everyone comfortable with the budget 
recommendation, with regard to the general funding taking place? We have a motion for 
the $1 million for infrastructure for tourism. Any further discussion? Motion carries on a 
voice vote. Further topics: let's move on to the ag products utilization funding. We had 
some discussion about the ethanol motor vehicle fund and the declining trend. State mill 
profits helped and seem to be logical. 

Tammy Dolan, Office of Management and Budget: I have the list of beneficiaries of the 
ethanol motor fuels. One is SBARE, ·which goes to grants to do research type products, 
new and upcoming commodities, so it is part of the ag research budget. It's not in 
commerce. It also goes to the ethanol incentive fund, which goes to commerce. 

Chairman Skarphol: Like we used to pay to the ethanol plants at one time. Are we still 
making those payments? To which plants? 

Govig: Yes. We can send you the information of the most current payments we've made. 
Right now it's a very small amount. The fund has been paid out, with the market the way it 
is. 

Dolan: Three entities get a share, and it's a declining revenue source, by almost 17% a 
year. SBARE gets four cents of the refund, ethanol incentive fund gets one cent, and APUC 
gets the other two cents. 

Chairman Skarphol: And that two cents amounts to about $110,000. 

Dolan: Based on my calculations of the decline, maybe that much for next biennium. 

Chairman Skarphol: And the 5% figure from the state mill generated $600,000? 

Dolan: That's correct for the last fiscal year. If they don't make a profit, no money goes into 
this fund, and it can't be distributed out to the various entities. 

Chairman Skarphol: Which side of the formula would (Department of Commerce) be most 
comfortable with, the state mill profits, or the ethanol, or both? I'm just floating the idea, so 
you aren't stuck with a declining revenue source. 

Dolan: I can put a schedule together on that, to show all the pieces. 

Rep. Hawken: When ii says in the detail 'Economic Development Grants,' is that the 
development fund? Looking at the 0MB document, page 15 . 

Govig: That wouldn't be the development fund. 

Dolan: Explained the amounts on the document. 
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Paul Lucy, Economic Development and Finance Division, Department of Commerce: 
There was a USDA grant award to APUC that if certain applicants qualify for those funds, 
they can access the grant funds rather than general fund appropriations. It will go away at a 
certain point if the funds aren't expended. 

Rep. Monson: I move we find $250,000 within this budget for Task Force 21 Committee at 
Minot Air Force Base. 

Rep. Martinson: Second. 

Rep. Hawken: What are you proposing to do? 

Rep. Martinson: We gave Fargo and Grand Forks money last time, and we should have 
included Minot. Minot will probably lose a missile wing with the new treaty, and this would 
help them fund some of their activities. 

Chairman Skarphol: Further comments? We have a motion and a second. Motion carries 
by voice vote. Anything else? We will break . 
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Explanation or reason for introduction of bill/resolution: 

A BILL for an Act to provide an appropriation for defraying the expenses of the the 
department of commerce; to create and enact a new chapter to title 17, a new chapter 
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code, 
relating to the biofuel blender pump incentive program, centers of research excellence 
program, centers of entrepreneurship excellence grants, and the internship fund; to 
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04, 
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North 
Dakota Century Code, relating to the North Dakota development fund, incorporated, 
centers of excellence program, the office of renewable energy and efficiency, and 
centers of workforce excellence grants; to provide a continuing appropriation; to 
provide exemptions; to provide for transfers; to provide an effective date; to provide 
an expiration date; and to declare an emergency 

Minutes: You may make reference to "attached testimony." 

Chairman Skarphol: Called the Committee to order to discuss HB 1018 and asked the 
Clerk to note that all are present, including Rep. Hawken who is slightly delayed. 
We have a copy of the listing of the proposed changes, see Handout # 1, prepared by 
Legislative Council. It reflects the changes to Rep. Hawken's child care measures. On the 
Green sheet p. 2, we have one item that we haven't talked about. Item# 10 adds four jobs 
for American Graduate Programs which receive federal funding of $100,000. We have not 
addressed this in the amendment. An advocate for this was the former Workforce director. 

Rep. Dosch: (Not recorded) We ought to take it out. 

Chairman Skarphol: We want to take out federal programs rather than continue with 
them. 

Rep. Williams: Adds funding for four jobs, the American Graduate Program which 
receives federal funding in 2009-' 11. Did that just start in 2009? 

Paul Govig, Interim Commissioner: It started ...... I am assuming it did. 

Chairman Skarphol: Addressing 0MB, can you tell us? 
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Govig: Possibly, it started the biennium before. It is a recent program and the whole idea 
is to be self sustaining. It has to find other funding sources. 

Chairman Skarphol: If it were started last time, is it to continue the four that were created 
or to add four more? 

Govig: To continue what we have. 

Tammy Dolan, 0MB Analyst: Yes, it is. It is not an expansion but to continue. 

Chairman Skarphol: That is anticipated to be the last request? 

Dolan: It would not require another request; it is taking longer to process. 

Govig: Some information was provided on the different centers. 

Chairman Skarphol: Addressing Dolan, Can you tell us what was in the budget in '09-
'11? Was it $100,000 previously? 

Dolan: The funding sources were from Workforce Investment Act (WIA) Governor's Set 
Aside funding dollars, and some American Reinvestment and Recovery Act (ARRA) 
funding. That was to get it started. 

Sara Chamberlin, Legislative Council Representative: for the 2009-'11 funding there 
was $67,870 of Federal funding for this program and some was received from WIA in the 
amount of $33,935 and that came the Job Service. There was $33,935 that came through 
the Department of Human Services through their federal vocational rehabilitation. 

Chairman Skarphol: None of that money is available? That would be about $133,000. 

Chamberlin: $670,870. 

Chairman Skarphol: That is the two sources of the money, not in addition. 

Rep. Dosch: (Not recorded). Move to take it out 

Rep. Williams: Second 

Voice Vote: Motion carries 

Rep. Dosch: On the first page of the green sheet, item # 3, the onetime funding of 
$125,000. My notes say that is for testing adults . 

Chairman Skarphol: My notes say that it is primarily for promotion of to create employer 
awareness of the value of WorkKeys. They got $50,000 for promotion to the public. 
$50,000 for promotion to employers and $25,00 for test administration. We allow for 
students, corrections.... It is to advise employers. It is not for profiling of employees. 
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Govig: An information sheet on Workkeys was distributed. It is for promotion to employers 
and job seekers also. 

Chairman Skarphol: What are the wishes of the committee? 

Rep. Dosch: Move to remove $125,000 

Rep. Monson: Second 

Voice Vote: Motion carries 

Rep. Dosch: How about# 6 on that same page, p. 1 on the green sheet? 

Chairman Skarphol: One time funding for the Indian business office. 

Rep. Dosch: That is doubling another budget. I believe the Tribes have resources that 
they can trap from like the casinos, the ones pumping the oil and get a few dollars from 
them. 
Move to remove Item # 6. 

Rep. Williams: Second 

Voice Vote: Motion Carries 

Chairman Skarphol: Is there anything left on this budget that we need to do. 

Chamberlin: On the other proposed changes, items # 1 and 2. There was discussion of 
reconsidering those or including the language within the bill. 

Chairman Skarphol: That was the language in HB 1058 and HB 1059, earlier we were 
going to move it in there with the idea that we were going take out Centers of Excellence. 
Do you want to leave this in there because Rep. Hawken carried this on the floor with that 
premise? 

Rep. Hawken: That is the motion that this committee passed, if we are not doing that, it 
is wrong for this committee to change that. 

Chamberlin: Explains changes from: The Department shall and it was changed to The 
Department may for both items. 

Chairman Skarphol: We don't need to take action on that at all. Currently we are at $8M 
less in Centers of Excellence, net. 

Chamberlin: Refers to handout# 1, p. 2. 

Rep. Hawken: There should be some money in it. I don't know what that number is. 

Rep. Williams: It is the discretionary fund; we don't know what the number is. 
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Chairman Skarphol: We are talking about a pool of money for them to invest in the 
Centers of Excellence. According to this the $8.134M that we are down. 

Rep. Martinson: We took out $13M (No recording). 

Rep. Monson: Move to add $SM 

Rep. Hawken: Second 

Roll Call Vote: 3-3-0 Motion carries. 

Rep. Dosch: What are the parameters for that? We are putting in money but ... 

Chairman Skarphol: We would have to put in the parameters before we kick this bill out 
of here. 

Rep. Monson: Are we ready to do that? How much time do we have? 

Chairman Skarphol: Let's do a Roll Call vote on $SM . 

Rep. Williams: It is discretionary money. How do you set up a framework to use 
discretionary money? 

Chairman Skarphol: We would set some parameters that it must be invested in such as 
technology ventures, with limitations. 

Rep. Williams: What would happen if we didn't put parameters on it? 

Chairman Skarphol: We would hope it would be invested wisely, and grow. 

Rep. Williams: They don't grow. 

Rep. Dosch: Without knowing the parameters, I could not support the motion. 

Rep. Hawken: Motion 

Rep. Monson: Second 

Roll Call Vote: 5-1-0 Rep. Dosch Opposed, Motion Carries 

Chairman Skarphol: What are the wishes of the committee? Send it out of here; hang on 
to it until tomorrow? 

Rep. Hawken: Do Pass as Amended. 

Roll Call Vote: 5-1-0 Motion carries. 
Meeting Adjourned 
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A BILL for an Act to provide an appropriation for defraying the expenses of the the 
department of commerce; to create and enact a new chapter to title 17, a new chapter 
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code, 
relating to the biofuel blender pump incentive program, centers of research excellence 
program, centers of entrepreneurship excellence grants, and the internship fund; to 
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04, 
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North 
Dakota Century Code, relating to the North Dakota development fund, incorporated, 
centers of excellence program, the office of renewable energy and efficiency, and 
centers of workforce excellence grants; to provide a continuing appropriation; to 
provide exemptions; to provide for transfers; to provide an effective date; to provide 
an expiration date; and to declare an emergency 

Minutes: You may make reference to "attached testimony." 

Chairman Skarphol: The Committee was called to order to discuss HB 1018. We will 
review decisions that we have made with regard to the close out or monitoring of the 
existing Centers of Excellence. 

Jennifer Clark, Legislative Council Legal Counsel: Indicates that her position is neutral 
Referring to proposed Amendment # 1002, Section # 4. Amending Section 15-69-01, 
which is the Centers of Excellence Chapter. Almost all of that, except for maybe the fund, 
is scheduled to expire August 1, 2011. If you do nothing, it will all expire except for that 
fund. There may be some problems with just letting it all expire. I have gone through that 
chapter to work out what I think is the necessary. I did not consult with Commerce in doing 
this, and they may have some opinions. It is my understanding that you wanted to change 
the current duties of the commission to move that over to the Department of Commerce so 
that we could let that commission expire. It is drafted accordingly. Also added some 
language at Sara Chamberlin's, (Legislative Council Representative) request to include the 
agreed upon procedures language. That has to do with that change from annual audits for 
post award monitoring to an audit at the midpoint and an audit at the end. On all other 
years allow them to do an agreed upon procedure . 
Continuing with Section # 4, pages #1-2 of Proposed Amendments 1002 of HB 1018. 
Discussing the definition are all used in the remaining language. I have repealed these, 
this chapter is all going to expire on August 1, 2023. This should get you through all of your 
post award monitoring for your most recent awards, then it can all go away. 
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Going on with Section 5 of the bill, which amends Section 15-69-04. Gotten rid of most of 
that language and clarified what the Department of Commerce's duties are. That is, to 
administer the Centers of Excellence program which still exists because they are still 
handing out that money over the time lines that they have made the awards. They will 
administer the program, determining how to distribute the funds. 

Chairman Skarphol: Remaining funds. 

Clark: Correct. 

Chairman Skarphol: In my world "remaining" needs to be in there. I don't want them to 
have any new. 

Clark: I understand what you are saying and we have given away the award process. 
From a legal standard, I don't know that that is necessary because we've taken away the 
granting and the awarding. All that is left is the distribution of already awarded funds. 
Continuing with Section 5 and moving on to Section 6. They are distributing those funds 
and they are monitoring those centers. That is why we have kept those magic numbers in 
15-69-04. The rest is all overstruck. Your subsection # 5, referring to page 3 of the 
amendment. It is important language about the post award monitoring. It is put in a new 
section. Moving on to Section # 6 of the bill draft, pp. 3-4, there is a note there that on the 
effective date of this act, July 1, 2011, the Department of Commerce is going to step into the 
shoes of the commission. We have contracts out with all of our centers that say that Center 
is going to comply with the requirement to provide information to the commission. We want 
to recognize the contracts state "Give it to the Commission". But Department of Commerce 
is stepping into the Commissions shoes as it relates to post award monitoring. 

Rep. Hawken: Your question, as far as did the commission do it or did commerce do it. 
Commerce doesn't report to the commission so it isn't a change in function it is just wording. 

Clark: Procedurally, the commission is delegating it to the department of commerce right 
now. Substantively not much is going to change. The contracts say that they are working 
with the commission. I've overstruck the language having to do with funding designations 
and designations with centers because we are all done with that. 
Continuing with p. 5, section # 8, here is where we move that post award monitoring 
language because that is in existing law. 
Subsection # 2, talking about the audit having to do with annual audits. And set the 
minimums for those agreed upon procedures. Made a note that we will repeal this whole 
chapter and that will take place on August 1, 2023. HB 1018 is a work in progress and 
there are other amendments out there that you've approved. Need to bring to your attention 
that other portions of this bill reference the commission. We need to either get rid of those 
sections or change them because your commission will have expired. It will all have to be 
melded together. 

Chairman Skarphol: There is addition.al work to be done to get this to be complete. 
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Clark: Sara told me that you had taken out some sections, 4, 5, 9, 11, 14, 15, 16, 17, 25, 
27, and 30 in a previous amendment and those are the sections that refer to the 
commission. If you do take them out we are OK in this bill. 

Rep. Martinson: What you are saying that in this bill it is OK, but implying that in another 
place it is not OK. 

Clark: Yes, the interim Workforce Committee, a lot of the sections in this bill are also in 
those interim committee bills which are in the Senate right now. We will have to work those 
all out. 

Chairman Skarphol: You will have to notify us of what needs to happen in the second half 
if they come across. 

Clark: Yes. 

Rep. Monson: What happens if the Senate reverses everything we have here but we get 
their bills and we turn around and take all the stuff out in their bills to match this one. There 
will be a Conference Committee on how many different bills, here? 

Clark: Historically, a lot of these bills have been pulled into the appropriations. 

Chairman Skarphol: Visitors from Selfridge were recognized. You pretty much did 
whatever was in this list as on page 5, item 3. A, B, C, D, E, F, G, H, I. that is just the 
proper form for what is suggested here. You looked through the whole document here? 

Clark: I did not. 

Chairman Skarphol: The last paragraph on this page, do you have this .... ? 

Clark: I do not. 

Chairman Skarphol: It is the one that Gordy Smith handed out. I made a note, and to 
make you aware of it, in the last paragraph on the second page, in the second line, the word 
"audits". Gordy said it should not be "audits" but "agreed upon engagements". He did not 
think that "audits" is the proper term. 

Clark: My understanding was that the funds could be used for the audits. 

Chairman Skarphol: And agreed upon engagements. 

Clark: It wasn't my understanding that it was agreed upon procedures. If that is what is 
intended, that needs to be changed . 

Chairman Skarphol: I think we should do that, if we are going to prepare an amendment. 
Prepare for both rather than one or the other. 



House Appropriations Education and Environment Division 
HB 1018 
2/11/11 
Page4 

Clark: It might have been the understanding that the Centers had budgeted for an agreed 
upon procedure but they had budgeted for an audit. 

Chairman Skarphol: If you are confident that an audit addresses the situation .... 

Clark: It does not cover those agreed upon procedures, so if it is to cover those agreed 
upon procedures, I don't think it does. But when I saw the language initially, it was my 
understanding that the centers knew that there was post award monitoring. They didn't 
budget that based upon a full blown audit. That full blown audit is more expensive to 
conduct. That is why they allowed granting those funds for the audit. 

Chairman Skarphol: The cost of the agreed upon procedures is substantially less. 
probably less of an issue. 

Clark: There are people who have stronger opinions about it than I do. It was my 
understanding of why when this language went in. 
We can prepare those amendments for you. 

Meeting Closed. 
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Explanation or reason for introduction of bill/resolution: 

A BILL for an Act to provide an appropriation for defraying the expenses of the the 
department of commerce; to create and enact a new chapter to title 17, a new chapter 
to title 54, and two new sections to chapter 54-60 of the North Dakota Century Code, 
relating to the biofuel blender pump incentive program, centers of research excellence 
program, centers of entrepreneurship excellence grants, and the internship fund; to 
amend and reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04, 
15-69-05, 15-69-06, 54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North 
Dakota Century Code, relating to the North Dakota development fund, incorporated, 
centers of excellence program, the office of renewable energy and efficiency, and 
centers of workforce excellence grants; to provide a continuing appropriation; to 
provide exemptions; to provide for transfers; to provide an effective date; to provide 
an expiration date; and to declare an emergency. 

Minutes: You may make reference to "attached testimony." 

Chairman Skarphol: Some of the petroleum folks would like us to change what is eligible 
on p. 12 of HB 1018. We have not taken action on that particular subject in this bill and 
some would like us to incorporate the ability to use these dollars for new tanks and 
plumbing because they are concerned about the underground tanks that they have in place 
if they put this type of more corrosive product. Asking Mr. Rud to approach the podium. 

Mike Rud, North Dakota Petroleum Marketers Office: What we are looking for is to take 
the remaining state dollars, about $740,000 and use that for blender pumps but also for 
marketers to use the available money for infrastructure should they choose to redo their 
piping or their tanks to be sure they are compatible with the higher blends, to avoid any 
disasters. The need for higher blends, to keep the public safe. 

Rep. Martinson: Didn't we decide that if they had not applied by January 31 that money 
would not be available? 

Chairman Skarphol: I am looking for the document where we had committee action. The 
dollars do not reflect that we did anything. 

Rep. Martinson: Since ii ended on January 31, we would have to know how much it would 
be. 

II 
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Rep. Williams: On p. 2 of the budget, line 24. It was not funded by the governor that is 
why we did not touch in committee. 

Chairman Skarphol: That is what was appropriated in '09, $1 M. and there is some left 
with uncertainty of how much. 

Rep. Williams: We did not touch it in committee because we said it is not there. 

Rep. Martinson: We said the program is over if they had not applied by January 31. 

Rud: I understand that there is $740,000 of state and $255,000 of federal money left. 
think there is less, about $150,000 because there are people who are still in the process of 
applying for these pumps. The date was extended by the government from stimulus. It 
may be May of this year that they are not allowed to access it anymore. 

Chairman Skarphol: Addressing Sara Chamberlin, Legislative Council Representative, 
Was there any action on the blender pump issue? 

Chamberlin: No 

Chairman Skarphol: There was some discussion, however, on that handout dated 
February 7 but there was never a motion made. Did Mr. Rud provide you with a proposed 
amendment? 

Chamberlin: I have a sketched amendment. 

Rep. Hawken: Because of that discussion, I included that in transferring money for child 
care. We did not. 

Chairman Skarphol: The $740,000 still remains in this budget without being addressed. 

Rep. Hawken: Mine went up to $1.6M so I still would like that money. 

Chamberlin: The changes will be on p. 12 of the bill, line# 8. Cost share grants of up to 
$5,000 is suggested to change to $25.000. Per pump is suggested to change to per retail 
location. Moving on to additional changes as follows: On line 9 before biofuel is suggested 
to change to for the installation of tanks, piping and biofuel blender pumps. On line 13 it 
would read the verification of costs for tanks piping. biofuel blender pumps. 

Chairman Skarphol: Those are the recommendations that we have. 

Rep. Monson: $740,000 in state money from previous appropriation, plus $250,00 federal 
dollars. '' 

Chairman Skarphol: That is not germane in this discussion because it is there regardless 
of what we do. 
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Rud: The federal dollars would become much harder for us to access. We would have to 
go through some environmental assessments if we were to include all of the infrastructure. 
We might have to forgo the federal dollars unless we can set them aside specifically for for 
blender pumps. Use the $740,000 for tanking and piping and other equipment. 

Rep. Monson: How many more facilities are planning to put in blender pumps? 

Rud: About 15, and more if their tanks and pipes were compatible to higher blends. 

Rep. Monson: If we were to adopt this amendment, on line 8 where we went from $8,000 
to $25,000 I would be upset if I got $5,000 because I was on the ball and did it right away. 

Rud: There is more and more concern about the compatibility issues. Some did sign up 
and had pumps in place and were not adequate earlier and as we go to higher blends ..... . 

Rep. Monson: Could these people go back and reapply? Could they access that $5,000? 

Rud: By all means, they could go back and repair their pipes. 

Chairman Skarphol: we've used $260,000 out of $1M, is that what we have used? 

Rud: It was $1 Min state and $1 Min stimulus. 

Chairman Skarphol: Our funds were available at $5,000 [per pump. And how many 
pumps got put in? Apparently 50 some at $5,000 a throw can burn up $250,000 .. 

Dolan: The estimated carry over in this line is $740,000. 

Chairman Skarphol: $260,000 would buy you 52 pumps. Can they buy more than one 
pump per location? 

Rud: Yes, 2% of that $2M total that was available, they could put at least four per site. 

Chairman Skarphol: What is the average number of pumps you've got installed? 

Rud: Three pumps per site. 

Chairman Skarphol: That would be 14 locations at $25,000 a throw, would be $300,000. 

Rep. Martinson: Is one pump one unit even if it has two or three nozzles on it? 

Rud: That is one dispenser. 

Chairman Skarphol: We are going to spend half of the money upgrading the ones we 
already did it. Do you have enough people interested to use rest of it? 

Rud: If you put this in place where they can access this money for infrastructure because 
the people who signed off for the certification with the health department also signed off 



• 

• 

House Appropriations Education and Environment Division 
HB 1018 

2/14/11 
Page4 

that if their sites are not compatible and they have a release then they can't access their 
tank for cleanup. They have a concern about the cleanup because it is $.SM to $1 M for 
cleanup. 

Rep. Monson: I've seen pumps that have E 85 and E 30 they are not really a blender 
pump. In my mind you can pick a blender pump and say I want E 75, punch it in. Or are 
you talking about a dispenser that says E 85 or E 30. Asks for clarification on what a 
blender pump is. 

Rud: You could probably have an E 10 E 30 and E 85. That is what we consider a blender 
pump. You can't dial up your own level. 

Rep. Hawken: To get the price down, from the manufacturer, where is that? 

Rud: A few installers set some money aside and brought the price of the blender pump 
down to encourage folks to put the blender pumps in along with this program. There was 
some movement in the Valley to get that done. Manufacturers may not be giving a break. 

Rep. Monson: Did they think ahead and put in different tanks and pumps or did they take 
the money, put in their own blender pumps and use their old tanks? 

Rud: No one will take responsibility to install these blender pumps and certify these sites 
and keep an eye on them to be sure they are up to speed. Some had bad information 
because they wanted to sell a dispenser. 

Rep. Monson: If we make the amendment to give out this $25,000, that we help these 
guys get their pipes and their tanks before we go down the road with any new blender 
pumps. This seems like disaster waiting to happen. 

Rep. Martinson: Rep. Hawken could give us information on the child care portion. 

Rep. Hawken: The recruitment and retention of child care workers as was piloted last 
year and the total to do half of it is $SM. Where that money would come from currently is 
$150,000 from the development loan fund, $400,000 for grants for early childhood facilities, 
$150,000 from Child Development, $619,000 from the Division of Energy and $2M from the 
Centers of Excellence imminent research and what was left over in the Great Plains Energy 
bill which was $65,000. Without using any of the blender pump money. I visited with the 
leadership and it is my feeling that at least $1M should be taken out of Human Services 
because they take credit for all of this that is being done by Child Resource and Referral 
who would be running this program. Currently there would be $1,615,759 that would be an 
additional appropriation. The other two sources that I had were the blender pump fueling of 
$750,000 and the $300,000 carry over in Agriculture Products and Utilization Commission 
(APUC). The total will be $SM . 

Chairman Skarphol: To reach the $SM some would have to come from Human Services. 

Rep. Hawken: Eventually, we don't have that bill to get it now. 
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Chairman Skarphol: Excluding the blender pumps, what is the amount? 

Chamberlin: Excluding the blender pumps would be $1,615,000. $3,384,241. 

Rep. Monson: All the things that you added together, taking from what we had cut out, 
this budget would increase by $615,000 and does not include the blender pump or the 
APUC money. 

Rep. Hawken: The budget would increase by $1.6M if we added those other two items. I 
did talk to Rep. Carlson about this, moving forward. We talk about assisting petroleum 
dealers; this is a desperate need for workforce. We just added $4M to the IT budget. This 
is valuable and it should be continued for one year. 

Sara Chamberlin: Because of the removal of $13M for Centers of Excellence, $2M of that 
would need to come back in that was originally in the Centers of Excellence recruitment 
grants. The next piece that would have to come back in is the remaining general fund 
appropriation. Without the blender pumps funding that would be the $1.6M This would 
general funds of the $2M and the $1.6M. Offers to print out the summary sheet. 

Rep. Dosch: What did we fund them last time? 

Rep. Hawken: We used stimulus money last time for the pilot. Just shy of $4M. 
Distributing handout# 3. 

Chairman Skarphol: If we do this, what can we do with the $830,000 that is in the 
extension budget for kindergarten. 

Rep. Hawken: They are totally different programs. Explains the need for the funding. 
Research shows that there is a payback. 

Chairman Skarphol: What can we do with the $1 M that is in the education bill that we will 
have to fund Head Start? Would this address the same issue as Head Start? 

.Rep. Hawken: Yes, it addresses the same issue but for a different population at a 
different time in their lives. I have a chart that shows all of the different agencies involved 
and how it ties together. This group is currently working so that we don't do duplication but 
a seamless piece. All will be working together, so that we will not be duplicating. 
A place to provide quality child care is needed if workers are going to come to the area. 
This helps our state grow. This is a workforce program. 

Chairman Skarphol: The frustration is that if we could get them all in the same room at the 
same time, we could save some money. 

Rep. Hawken: That is exactly what we are doing but we are doing it without legislation. 
In the next couple of weeks there wjll be an outline where we have cut from one board to 
three, the Department of Human Services, DPI, the Health Department, Extension, 
Commerce and the governor's office all working together on these early childhood issues 
so we are not duplicating. We have areas that are rural, a bigger poverty area. The 
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workforce area is what this would address and why it is in Commerce. You're training 
childcare centers and in the home. They pay taxes, at one time they were the sixth largest 
industry as far as paying taxes in the state. The people who are the worker bees need a 
place that they feel comfortable with for their children. Quality childcare for the workers 
makes a difference in how you can attract a workforce. The first focus at the time of 
pregnancy is what kind of child care is available. People don't come here if they can not be 
certain of quality child care. It is a piece that makes our state grow. It is considered as a 
social program but it is a workforce program. 

Rep. Martinson: Move $1,615,759 general fund appropriation. 

Rep.Hawken: Second 

Rep. Dosch: I will vote against this motion. I would have no problem doing everything but 
the $1.6M . We are increasing spending over and above the Governor and if Rep. Hawken 
can get that out of Human Services, great. Right now simply adding additional, if we can't 
find the money, I can't support it for $5M. 
If we can take out the $1.6M 

Rep. Monson: Will support this with the hope that $1.6M will be found in Human Services. 

Motion Carried: 5-1-0, Opposed by Rep. Dosch. 

Chairman Skarphol: We are down to $BM that we have removed here. 

Rep. Monson: Move to make changes to blender pump, that allow the pipes and the 
tanks and somewhere in legislative intent that we put in a bunch more blender pumps they 
go back and address issues that are going wrong with what might be done. 

Rep. Martinson: I hope that in five to ten years when the subsidies are gone and ask for 
money to remove them all. 

Rep. Dosch: Second 

Voice Vote, motion carries. 

Chairman Skarphol: We did have a motion with regard to the Nekoma project, the Great 
Plains Applied Energy Research Center. We have since taken that money for the Bismarck 
State work and moved it into the higher ed budget. I assume the $600,000 is still 
appropriated, based on our motions. 

Chamberlin: Affirms. 

Chairman Skarphol: The motion that you reference on # 3 of this handout takes a care of 
all of the issues in #s one and two, correct? 

Chamberlin: The committee would need to decide what to do on One and Two because 
there was a motion to include the language in HB 1058 and HB 1059 in HB 1018 for 



• 

• 

House Appropriations Education and Environment Division 
HB 1018 

2/14/11 
Page 7 

Commerce. What needs to be decided is, the funding that was provided for Centers of 
Excellence of $13M has now been reduced to the $11M remaining. The committee has not 
acted on removing funding from the bill or changing. There has been a motion to remove 
the sections related to the Centers of Excellence but the a(appropriation in Section still 
remains. It has been reduced now to $11 M. $2M of that is for the Child Care. 

Chairman Skarphol: We appropriated general funds so the actual amount remaining, if 
you were to deduct the $1,615,790 would be less. 

Chamberlin: Correct, that full piece was to come from what was appropriated for Centers 
of Excellence. Doing the calculation : 
Chairman Skarphol: Have we made the motion to put the new language from the auditor's 
office in here? 

Chamberlin: No, suggested by legal staff, Jen Clark as well as .... 

Chairman Skarphol: There was an amendment that was presented? It is 1002 (See 
attached amendment). This would accomplish everything on this sheet that hasn't been? 

Chamberlin: This amendment only relates to Centers of Excellence. It also incorporates 
what the auditors office recommended . 

Rep. Martinson: Addressing Chamberlin, Where is the $600,000 for Nekoma? 

Chamberlin: There hasn't been an amendment prepared for that yet, but it is included. 

Chairman Skarphol: Amendment 1002 would include the language that is required in HB 
1060and what else? 

Chamberlin: This amendment is what legal staff is recommending replacing what has 
been removed for Centers of Excellence. It allows the Department of Commerce to 
continue monitoring and disperse of any amounts that have not been awarded. 

Chairman Skarphol: With regard to amendment 1002, what are your wishes? 

Rep. Dosch: Move to accept the adoption of the Amendment 01002. 

Rep. Martinson: Second 

Roll Call Vote: Motion carried: 6-0-0. 

Chairman Skarphol: Now we have the issue of what kind of dollars to leave in the 
Department of Commerce for investment. We are down to under $BM in reductions. 

Rep. Monson: This would be the substitute pool of money so that they could continue new 
Centers of Excellence but under new and tighter guidelines administered through the 
Department of Commerce. 
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Chairman Skarphol: We were going to give them a pool of money to have available to 
invest. If they are unsuccessful in gaining a profit, it would go away. Our commitment to 
the Centers of Excellence has been met. 

Rep. Dosch: We have no guidelines; do we pass it out of here with no money and 
establish parameters in full committee? 

Rep. Williams: What denomination are we talking about? 

Chairman Skarphol: We have never discussed a number. They are in shock. We can 
wait for the other side of the body to see what they can do with it. 

Rep. Hawken: It would be nice if we put some money in. 

Rep. Monson: It is the Senate's turn. Commerce knows what our discussions have been 
and can present it to the Senate. I am comfortable sending it out the way it is. 

Chairman Skarphol: We are not ready to take action. Any other potential changes? 

Break for the day . 
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2011 HOUSE STANDING COMMITTEE MINUTES 

House Appropriations Committee 
Roughrider Room, State Capitol 

HB 1018 
2/18/11 
14757 

D Conference Committee 

Explanation or reason for introduction of bill/resolution: I 

A BILL for an Act to provide an appropriation for defraying the expenses of the the 
department of commerce; to create a_nd enact a new chapter to title 17, a new chapter to 
title 54, and two new sections to chapter 54-60 of the North Dakota Century Code, relating 
to the biofuel blender pump incentive program, centers of research excellence program, 
centers of entrepreneurship excellence grants, and the internship fund; to amend and 
reenact sections 10-30.5-02, 15-69-01, 15-69-02, 15-69-03, 15-69-04, 15-69-05, 15-69-06, 
54-44.5-09, 54-60-21, 54-60-22, and 54-60-23 of the North Dakota Century Code, relating 
to the North Dakota development fund, incorporated, centers of excellence program, the 
office of renewable energy and efficiency, and centers of workforce excellence grants; to 
provide a continuing appropriation; to provide exemptions; to provide for transfers; to 
provide an effective date; to provide an expiration date; and to declare an emergency. 

Minutes: You may make reference to "attached testimony." 

Chairman Delzer: Calling the Committee to order to discuss HB 1018, the Department of 
Commerce budget. 

Representative Skarphol: I move we adopt amend .01001. 

Representative Monson: Second. 

Representative Skarphol: Discussion of the amendment beginning on pg. 8 to talk about 
the money first. There was $2M in infrastructure grants in the last biennium, $1.5M fro 
Lewis and Clark Foundation Grants, $500,000 for the Theodore Roosevelt Foundation 
Grant. The committee approved $1 M be left in the budget for that purpose. The Minot Air 
Force Base realignment grant, #3 is to remove centers of excellence removing $13M. That 
will take about 13 pages out of the bill. Name change pg. 8 will remain the Workforce 
enhancement funding mechanism Federally funded is the jobs for America's graduate 
program, discontinued. WorkKeys program for $125,000 is removed, $100,000 for the 
Indian Business office. All of that added together resulted in an $8,459,691 general fund 
reduction in this budget. We did remove the division of energy, centers of excellence. 
Page 4 of the bill has some language changes and the process of auditing to the Agreed 
Upon Procedures. The agreed upon procedures are delineated in pp. 4-5. A change in the 
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blender pump item includes infrastructure upgrades, reading from pg. 12 of the 
amendment. 

Chairman Delzer: Does this mean the same ones that have done the pumps will get 
another grant to do their piping? 

Representative Skarphol: We hope there is some monitoring of the appropriateness of 
that, we did not increase or appropriate new money. We allowed to carry forward money 
that was left from the program, $740,000. 

Chairman Delzer: Was the federal money used first? 

Representative Skarphol: Most federal and general fund money available, most of the 
federal money is going to be used up and this is what will be left of that. At $14,000 a piece 
to be divided into $740,000 it is comes out at 52 which is in the area of the number of 
retailers who may have an interest in doing this. 

Chairman Delzer: You're leaving it up to the commerce department to determine who 
receives grants. 

Representative Skarphol; We didn't tighten up any language there . 

Chairman Delzer: It seems the old language had a maximum per location of $40,000. 

Representative Skarphol: The old language was they could have $5000. 

Chairman Delzer: Is that language in here? 

Representative Skarphol; It's not in here now. There was discussion on ag product 
utilization. There is a $203,000 general fund increase to ag products in the last biennia 
there was a change to fund ag products on a 5% of the profits of the State Mill at $600,000. 
There was the availability for $738,000 of Ethanol motor vehicle fuel tax, ending in about 
$110,000 after all distributions. The energy office is gone. We continued the internship 
program. 

Chairman Delzer: Did you make any increase in the Trade Office? 

Representative Skarphol: $489,000 for the Trade Office, it was not changed. 
Chairman Delzer: Did you change anything in the amount that they have to use that? 
Where is that at? 

Representative Skarphol: The same language that was in last time is in this time. Page 
21 of existing bill, section 9 we removed the following sections with our amendment: 4, 5, 
9, 11, 14, 15, 16, 17, 25, 27, and 30. 

Chairman Delzer: In the sections you added, they relate to the monitoring of the grants. 
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Representative Skarphol: We did add in the language that we said on the floor, it was 
1058, 1059 that are reflected in the amendment on p. 5-6. We did authorize the $600,000 
for the Anti Ballistic Missile Site at Nekoma. Calling on Rep. Monson to speak to that. 

Representative Hawken: Early Childhood see attachment #1. This program was in place 
last session for workforce development and we are training the childcare workers so that 
we can retain them and those businesses pay taxes into our general fund. The second 
piece is the workers who need childcare have a quality place for their children. The 
program in the last biennium was extremely successful. The training program is what is 
being created, provided on line and get a certificate. Money was moved around within the 
Commerce Budget as to Childcare grants and loans. From last session there was 
$450,000 for child development credentials that would come out of the money now. The 
eminent researcher grant was another source of funding. The remaining funding should be 
paid for by Human Services for the mandate by law. This is not the same as the Extension 
Bill, it is a place for workers and their children. 

Chairman Delzer: Changing the language at all from HB 1418. Are you changing the 
program or expanding? Is there a requirement for matching funds? 

Representative Hawken: There are requirements for matching funds in some instances, 
not all. Moving forward it should not need the funding it needs right now . 

Chairman Delzer: What kind of limits are there on grant amounts per each? 

Representative Hawken: The grant amount piece is pretty much gone .... childcare isn't 
like building houses or running a farm, there is a business component, there is a training, 
retention, recruitment component to increase the number of day care providers in the state. 

Chairman Delzer: Could you put together a one page sheet that shows the funding and 
where it goes. 

Representative Hawken: Yes I can 

Representative Monson: AMB missile site or SRMSC see attachment 2 and 3. Min 1900 
The local community has kicked in a lot of money to date, as a match. Min 2300. It was 
intended to be a part of the Centers of Excellence. 

Chairman Delzer: I thought they were going to do an Unmaned Vehicle Site out of Grand 
Forks. 

Representative Monson: They are ... part of the reason for this is there is cleared air 
because it was an air base and a missile site. It was sited to keep that space very clear. 
Not that much cost. There would be a museum piece and much as with the Offensive 
Missile Site we have now. 

Chairman Delzer: What if the purchase price cannot be attained, does it return to the 
general fund? 
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Representative Monson: Yes, since it is through commerce 

Chairman Delzer: About half way through attachment 2 you've got $3-$5M needed to 
clean up heavy metal pollution. 

Representative Monson: That has to be done before they can sell ii. Not many people 
are interested in something like this so it pretty much has to be a government entity. No 
other branch of the military needs it, so the next people that can buy it would be a 
government entity. 

Chairman Delzer: Who would the owner be? 

Representative Monson: It would be up to commerce to decide how they want to do that. 

Chairman Delzer: questions by the committee 

Representative Skarphol: Going back to early childhood grant information on pg. 10 of 
that amendment. Reading item# 10. There are some loans still available as dileneated on 
pg. 9 of amendment #1001 to bring the total to $5M. 

Chairman Delzer: Further questions 

Amend adopted by voice vote 

Chairman Skarphol: Move Do Pass as Amended 

Rep. Monson: Second 

Representative Nelson: When the Governor talked about the Energy Office, weren't they 
combining renewable energy office? Are they still in exiastance? 

Representative Skarphol: This was a new entity. 

Chairman Delzer: It was all for new FTE for a new office and no new movement within 
Commerce. 

Representative Nelson: Maybe that was in his description, but I wanted to be clear 

Chairman Delzer: I don't believe there's any reduction 

Vice Chairman Kempenich: The renewable is just an advisory board 

Representative Nelson: And they're still in existence, they weren't taken out? 

Representative Skarphol: Ther.~ is still an office of renewable energy within the 
Commerce Division of Community Services. As a committee we felt we met our 
commitment to the Centers of Excellence program. We had committed to $50 million and 
we are at $60M plus today. It is expected to build on its own. 
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Chairman Delzer: There are parts I agree with, and parts I do not agree with. There are 
some pretty creative things going on here, which we've done in a number of budgets. 

Representative Skarphol: We tried to be as straightforward as we could with this. 
We feel we put this in the place it should be. 

Roll Call Vote: 18-1-2. Opposed by Chairman Delzer. 

Carrier: Rep. Skarphol 

Meeting adjourned . 
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HB 1018 

FISCAL NOTE 
Requested by Legislative Council 

0410812011 

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

2009-2011 Biennium 2011-2013 Biennium 2013-2015 Biennium 
General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues 
Expenditures 
Appropriations 

1B. Countv, citv, and school district fiscal effect: Identify the fiscal effect on the annrooriate oolitical subdivision. 
2009-2011 Biennium 2011-2013 Biennium 2013-2015 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters}. 

• 

In addition to the appropriations contained in HB 1018, this amendment creates a new income tax credit for purchases 
of machinery and equipment used to automate the manufacturing process. 

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

Section 15 of HB 1018 creates a corporation and individual income tax credit for certified primary sector businesses 
equal to 20% of the cost of purchasing equipment for automating the manufacturing processes. The total amount of 
tax credits for automation is limited to $2 million per tax year. The effective date and expiration date in section 40 of 
the bill would have tllis tax credit effective for the 2012, 2013, and 2014 taxable years. This could result in a reduction 
in state general fund revenues of up to $2 million for the 2011-13 biennium, and up to $4 million for the 2013-15 
biennium. The actual amount of automation expenses that will qualify for the credit cannot be determined. 

3. State fiscal effect detail: For information shown under state fiscal effect in IA, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line 
item, and fund affected and the number of FTE positions affected. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation. 
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Roll Call Vote #: / 

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. N/!, /0/c;' 

House Appropriations - Education and Environment 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken: ~ Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By Seconded By 

Renresentatives Yes No Reoresentatives Yes No 
Bob Skarohol 

,, 
Clark Williams y' 

Kathv Hawken \ 
, 

Mark Dosch " 
Reo. Martinson: -1,._ 

David Monson v 
I 

Total 

Absent 

(Yes) __,b"--------- No _() __________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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Roll Call Vote #: 1 

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. 1018 

House Appropriations - Education and Environment 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken: ~ Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By _R_ep~._M_o_n_s_o_n _____ Seconded By _R_ep~ __ H_a_w_k_e_n ____ _ 

Representatives Yes No Representatives Yes No 
Chairman Bob Skarphol X Clark Williams X 
Vice Chair Hawken X 
Mark Dosch X 
Reo. Martinson: X 
David Monson X 

Total (Yes) _3 _________ No _3~------------

Absent O -----------------------------
FI o or Assignment 

Chairman Skarphol 

If the vote is on an amendment, briefly i_ndicate intent: 
To add $5M 
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Roll Call Vote#;)_ . 

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. 1018 

House Appropriations - Education and Environment 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken: [2J Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By _,___,R::.ePi:::·ccH_.::a::.:w.:..:k:.:e::.:n _____ Seconded By ---'-'R-=-ePi:::·ccM::.:.o::.:n.:..:s:..=o.:..:n ____ _ 

Renresentatives Yes No Representatives Yes No 
Chairman Bob Skarohol X Clark Williams X 
Vice Chair Hawken X 
Mark Dosch X 
Reo. Martinson: X 
David Monson X 

Total (Yes) -=-5 __________ No --'-1 ____________ _ 

Absent ---=-.0 ___________________________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
To Add $5M 
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11.8160.01001 
Title.02000 
Fiscal No.1 

Prepared by the Legislative Council staff for 
House Appropriations - Education and 
Environment 

February 16, 2011 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1018 

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

Page 1, line 2, after "enact" insert "section 15-69-07," 

Page 1, line 2, after the first comma insert "and" 

Page 1, line 2, remove "chapter to title 54, and two" 

Page 1, line 3, replace "new sections to chapter 54-60" with "section to chapter 54-60" 

Page 1, line 3, after the second "the" insert "centers of excellence program," 

Page 1, line 4, remove "centers of research excellence program, centers of entrepreneurship" 

Page 1, line 5, remove "excellence grants," 

Page 1, line 6, remove "15-69-02, 15-69°03," 

Page 1, line 6, after the fourth comma insert "and" 

Page 1, line 6, remove", 15-69-06, 54-44.5-09, 54-60-21, 54-60-22," 

Page 1, line 7, remove "and 54-60-23" 

Page 1, line 8, after the second comma insert "and" 

Page 1, line 8, remove ", the office of renewable energy and" 

Page 1, line 9, remove "efficiency, and centers of workforce excellence grants" 

Page 1, line 9, after the first semicolon insert "to repeal chapter 15-69 of the North Dakota 
Century Code, relating to the centers of excellence program;" 

Page 1, replace line 22 with: 

"Operating expenses 14,478,272 (595,012) 13,883,260" 

Page 1, replace line 24 with: 

"Grants 65,411,058 851,936 66,262,994" 

Page 2, replace line 1 with: 

"North Dakota development fund 0 250,000 250,000" 

Page 2, replace line 3 with: 

"Workforce enhancement 0 2,000,000 2,000,000" 

Page 2, remove line 6 

Page 2, replace line 8 with: 

~jL 
g/o1-if I I 

I b:(, Li 

"Partner programs 2,022,044 0 2,022,044" 

Page No. 1 11.8160.01001 
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Page 2, remove line 9 

Page 2, replace line 11 with: 

"Total all funds $97,672,773 $28,591,967 

Page 2, replace line 13 with: 

"Total general fund $28,006,303 $9,623,500 

Page 2, replace line 14 with: 

"Full-time equivalent positions 

Page 2, replace line 20 with: 

"Workforce enhancement fund 

Page 2, remove lines 21 through 23 

Page 2, after line 27, insert: 

"Tourism infrastructure grant 

Page 2, replace line 28 with: 

Child care grants and loans 

Child care service providers 

recruitment, training, and retention grants" 

Page 2, replace line 29 with: 

"Centers of excellence 

Page 2, after line 30, insert: 

"Minot air force base realignment grant 

Page 3, replace line 2 with: 

"Total all funds 

Page 3, replace line 4 with: 

"Total general fund 

68.00 

$1,000,000 

0 

1,820,000 

0 

19,500,000 

0 

$99,064,635 

$30,470,000 

Page 5, line 10, overstrike "(Effective through July 31," 

Page 5, line 10, remove "2021" 

Page 5, line 10, overstrike the boldfaced closing parenthesis 

.25 

$126,264,740" 

$37,629,803" 

68.25" 

$2,000,000" 

1,000,000" 

370,338 

4,935,000 

O" 

250,000" 

$33,052,088" 

$8,555,338" 

Page 5, line 16, after "4." insert "''Department" means the department of commerce . 

Page 5, overstrike lines 17 through 25 
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Page 5, remove lines 28 and 29 

Page 6, remove lines 1 through 31 

Page 7, remove lines 1 through 31 

Page 8, remove lines 1 through 5 

Page 8, line 8, overstrike "(Effective through July 31," 

Page 8, line 8, remove "2021" 

Page 8, line 8, overstrike ") Application - Eligibility requirements" and insert immediately 
thereafter "Centers of excellence program" 

Page 8, line 9, overstrike "1." 

Page 8, line 9, overstrike "provide center application forms, accept" 

Page 8, overstrike lines 10 through 20 and insert immediately thereafter "administer the centers 
of excellence program:" 

Page 8, overstrike lines 24 througl;i 30 

Page 9, overstrike lines 1 through 23 

Page 9, line 26, overstrike "(Effective through July 31," 

Page 9, line 26, remove "2021" 

Page 9, line 26, overstrike the boldfaced closing parenthesis 

Page 10, line 2, overstrike "board" and insert immediately thereafter "department" 

Page 10, line 4, overstrike "commission's" and insert immediately thereafter "department's" 

Page 10, line 6, overstrike "commission" and insert immediately thereafter "department" 

Page 10, line 7, remove "Instead of requiring annual audits under this subsection, the" 

Page 10, replace lines 8 through 13 with "Effective on the effective date of this Act, the 
department shall assume the postaward monitoring duties previously fulfilled by the 
commission and the center shall provide the department, rather than the commission, 
with the information necessary to monitor the postaward activities of the center." 

Page 10, line 14, overstrike "commission directs the" 

Page 10, line 14, overstrike "to distribute" and insert immediately thereafter "distributes" 

Page 10, line 15, overstrike "commission" and insert immediately thereafter "department" 

Page 10, line 23, overstrike "In making funding recommendations" 

Page 10, overstrike lines 24 through 26 

Page 10, line 27, overstrike "commission shall direct the" 

Page 10, line 27, overstrike "to" and insert immediately thereafter "shall" 

Page 10, line 29, overstrike "commission" and insert immediately thereafter "department" 
ii 

Page 11, line 2, overstrike "commission may" 

Page No. 3 11.8160.01001 
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Page 11, line 3, overstrike "direct that the" 

Page 11, line 3, after "commerce" insert "may" 

Page 11, line 4, overstrike "commission" and insert immediately thereafter "department" 

Page 11, line 5, overstrike "commission" and insert immediately thereafter "department" 

Page 11, line 6, overstrike "commission's" and insert immediately thereafter "department's" 

Page 11, line 6, overstrike", which" 

Page 11, overstrike line 7 

Page 11, line 8, overstrike "centers of excellence forums" and insert immediately thereafter 
"related to this program" 

Page 11, remove lines 11 through 18 

Page 11, after line 18, insert: 

"SECTION 7. Section 15-69-07 of the North Dakota Century Code is created 
and enacted as follows: 

15-69-07. Centers of excellence postaward monitoring. 

1. For no fewer than six years and no more than ten years following center 
designation, the department shall monitor a center's activities in order to 
determine whether the center is having the desired economic impact. 

2. Instead of requiring annual audits under subsection 2 of section 15-69-05, 
the department may require that the center be audited on all funds 
distributed to the center under this chapter at the halfway point of the 
postaward monitoring and at the end of the postaward monitoring and that 
for all other years during the postaward monitoring the center contract with 
an independent accountant for an agreed-upon procedures engagement. A 
center may use funds distributed to the center under this chapter to pay for 
audits required under subsection 2 of section 15-69-05 or for an 
agreed-upon procedures engagement. 

3. At a minimum, an agreed-upon procedures engagement under subsection 
2 must include: 

a. Verification of the accuracy of iobs data regarding iobs claimed related 
by the center, distinguishing between the creation of private sector 
iobs and iobs within the institution of higher education: 

b. Verification of compliance with the centers of excellence program 
matching fund requirements: 

c. Verification awarded center funds were used for authorized uses: 

d. Verification the center complied with the center's application timeline 
and any authorized revisions: 

e. Verification the center complied with the center's scope of activities as 
provided under the center's application and any authorized revisions: 

Page No. 4 11.8160.01001 
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f. Review of a sample of center expenditures to verify the expenses 
were approved. supported with documentation. and made in 
accordance with the scope identified in the center"s application; 

g. 

h. 

Verification of a sample of labor charged to the center; 

Verification business incentive agreements comply with chapter 
54-60.1; and 

i. Comparison of the center"s application budget to the center"s actual 
expenditures. including documentation explaining any material 
differences." 

Page 12. line 8. replace "five" with "fourteen" 

Page 12. line 8. replace "Q.l!II!.Q" with "retail location" 

Page 12. line 10. after "locations" insert". including the piping system and storage 
components" 

Page 12. line 13. after "equipment" insert". including the piping system and storage 
components" 

Page 13. remove lines 15 through 30 

Page 14. remove lines 1 through 31 

Page 15. remove lines 1 through 30 

Page 16. remove lines 1 through 30 

Page 17. remove lines 1 through 31 

Page 18. remove lines 1 through 6 

Page 18. after line 13. insert: 

"SECTION 10. GRANT - DIVISION OF TOURISM -TOURISM 
INFRASTRUCTURE GRANTS. The grants line item in section 1 of this Act includes the 
sum of $1.000.000 from the general fund for providing a tourism infrastructure grant. 

SECTION 11. GRANT - MINOT AIR FORCE BASE REALIGNMENT GRANT. 
The grants line item in section 1 of this Act includes the sum of $250.000 from the 
general fund for providing a base realignment grant to enhance economic development 
and employment opportunities associated with the Minot air force base resulting from 
action by the federal defense base closure and realignment commission. 

SECTION 12. CHILD CARE GRANTS -WORKFORCE DEVELOPMENT -
QUALITY IMPROVEMENT - TECHNICAL ASSISTANCE - CAPACITY BUILDING. 
The grants line item in section 1 of this Act includes the sum of $4.935,000 from the 
general fund for providing grants to child care service providers for workforce 
development, quality improvement, technical assistance. and capacity building in 
collaboration with the department of human services under section 50-11.1-14.1. 

SECTION 13. INNOVATION 2020 AWARD. The department may administer an 
innovation 2020 award program to provide proof-of-concept funding to a qualified 
entrepreneur to assist in moving a new technology from academia into the 
commercialization cycle. for the biennium beginning July 1, 2011. and ending June 30. 
2013. The following provisions apply to an award under this section: 
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1. An applicant must be an individual who is associated with a North Dakota 
institution of higher education as a student, an employee, or other 
relationship the department may authorize. 

2. The applicant must have an early-stage technology with high commercial 
potential. 

3. The department shall establish the qualified uses of funds received under 
this section.· 

4. As a term for receipt of funds under this section, the recipient shall agree 
to the department's repayment terms equal to two times the amount of the 
award. 

5. The department's repayment terms may include the department taking an 
equity position in, providing a loan to, or using any other innovative 
financing mechanism to provide the funds to the recipient. The terms of 
repayment may be conditioned on the new technology becoming income 
generating. 

6. An award under this section may not exceed fifty thousand dollars. A 
recipient may not receive more than one award under this section. 

7. An award under this section is not a business incentive under chapter 
54-60.1. 

SECTION 14. TECHNOLOGY AWARD EQUITY INVESTMENT PROGRAM . 
The department may administer a technology award equity investment program that 
provides matching equity investments to technology-based businesses, for the 
biennium beginning July 1, 2011, and ending June 30, 2013. The following provisions 
apply to technology award equity investments: 

1. An applicant must 

a. Be a North Dakota business that is at the startup stage; 

b. Be a primary sector business in the technology field; and 

c. Have a legal structure that was established following comprehensive 
vetting, development of proof of concept, and a completed business 
plan. 

2. Before funds are distributed under this section, the recipient shall provide 
the department with detailed documentation of the availability of two 
dollars of angel fund investment matching funds for each dollar of state 
funds distributed under this section. Matching funds must come from a 
North Dakota angel fund certified under section 57-38-01.26 and be in 
cash. Matching funds may not be in-kind assets. 

3. An equity investment under this section may not exceed fifty thousand 
dollars. A recipient may not receive more than one award under this 
section . 

4. An award equity investment under this section is not a business incentive 
under chapter 54c60.1." 
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Page 18, remove lines 14 through 31 

Page 19, remove lines 1 through 26 

Page 20, line 10, replace "The" with "Up to $665,000 of the" 

Page 20, line 11, replace "46" with "26" 

Page 20, line 12, remove "On June 30, 2011, the office of management and budget shall" 

Page 20, remove lines 13 and 14 

Page 20, line 15, replace "entrepreneurship excellence-awarded projects," with "The 
department of commerce may spend these funds for the purposes provided for in this 
section," 

Page 20, line 16, remove "The department of commerce may use up to $5,000,000 of the 
funds" 

Page 20, replace line 17 with "The department of commerce may use up to $600,000 of these 
funds for a grant to assist in the acquisition of the antiballistic missile site at the 
Stanley R. Mickelson safeguard complex in Nekoma. The department of commerce 
may use up to $65,000 of these funds for grants to child care service providers for 
workforce development, quality impro_vement, technical assistance, and capacity 
building in collaboration with the department of human services under section 
50-11.1-14.1 " 

Page 21, line 1, remove "CENTERS OF" 

Page 21, line 1, replace "EXCELLENCE" with "ENHANCEMENT" 

Page 21, line 2, remove "centers of' 

Page 21, line 3, replace the first "excellence" with "enhancement" 

Page 21, line 3, remove "centers of' 

Page 21, line 3, replace the second "excellence" with "enhancement" 

Page 21, remove lines 6 through 15 

Page 21, line 17, replace "$400,000" with "$250,000" 

Page 22, remove lines 1 through 21 

Page 23, after line 7, insert: 

"SECTION 26. REPEAL. Chapter 15-69 of the North Dakota Century Code is 
repealed. 

SECTION 27. EFFECTIVE DATE. Section 26 of this Act becomes effective on 
August 1, 2023." 

Page 23, line 8, replace "10" with "8" 

Page 23, line 11, replace "10" with "8" 

Page 23, line 11, replace "13" with "9":: 

Page 23, line 11, replace "21" with "18" 
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Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1018 - Department of Commerce - House Action 

Executive 
Budget 

Salaries and wages $10,871,979 
Operating expenses 14,108,260 
Capital assets 70,018 
Grants 60,627,994 
North Dakota Development 400,000 

Fund 
Discretionary funds 928,082 
Centers of workforce excellence 2,000,000 
Economic development 186,846 

initiatives 
Agriculture Products Utilization 2,739,767 

Comm 
Centers of excellence 13,000,000 
North Dakota Trade Office 2,553,000 
Partner programs 2,122,044 
Division of Energy 619,691 
Federal fiscal stimulus funds 24,496,750 
Workforce enhancement 

Total all funds $134,724,431 
Less estimated income 88 634 937 

General fund $46,089,494 

FTE 70.25 

House 
Changes 

(225,000) 

5,635,000 
(150,000) 

(2,000,000) 

(13,000,000) 

(100,000) 
(619,691) 

2 000 000 

($8,459,691) 
0 

($8,459,691) 

12.00 

House 
Version 

$10,871,979 
13,883,260 

70,018 
66,262,994 

250,000 

928,082 

186,846 

2,739,767 

2,553,000 
2,022,044 

24,496,750 
2 000 000 

$126,264,740 
88 634 937 

$37,629,803 

68.25 

Department No. 601 - Department of Commerce - Detail of House Changes 

Adds Minot Air Removes 
Adds Tourism Force Base Removes Centers of 
Infrastructure Realignment Centers of Workforce 

Grants1 Grant2 Excellence3 Excellence4 

Salaries and wages 
Operating expenses 
Capital assets 
Grants 1,000,000 250,000 
North Dakota Development 

Fund 
Discretionary funds 
Centers of workforce excellence (2,000,000) 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence (13,000,000) 
North Dakota Trade Office 
Partner programs 
Division of Energy 
Federal fiscal stimulus funds 
Workforce enhancement 

Total all funds $1,000,000 $250,000 ($13,000,000) ($2,000,000) 
Less estimated income 0 0 0 0 

General fund $1,000,000 $250,000 ($13,000,000) ($2,000,000) 

FTE 0.00 0.00 0.00 0.00 

Page No. 8 

Removes Jobs 
Adds Workforce for America's 
Enhancement Graduates 

Funding5 Programs6 

(100,000) 

2 000 000 

$2,000,000 ($100,000) 
0 0 

$2,000,000 ($100,000) 

0.00 0,00 
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Salaries and wages 
Operating expenses 
Capital assets 
Grants 
North Dakota Development 

Fund 
Discretionary funds 
Centers of workforce excellence 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence 
North Dakota Trade Office 
Partner programs 
Division of Energy 
Federal fiscal stimulus funds 
Workforce enhancement 

Total all funds 
Less estimated income 

General fund 

FTE 

Salaries and wages 
Operating expenses 
Capital assets 
Grants 
North Dakota Development 

Fund 
Discretionary funds 
Centers of workforce excellence 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence 
North Dakota Trade Office 
Partner pl"O'Jrams 

Removes 
WorkKeys 
Program7 

(125,000) 

($125,000) 
0 

($125,000) 

0.00 

Removes 
Funding for 

Energy 
Division13 

Div~ion of Energy (619,691) 
Federal fiscal stimulus funds 
Workforce enhancement 

Total all funds 
Less estimated income 

General fund 

FTE 

($619,691) 
0 

($619,691) 

(2.00) 

Removes 
Funding for the 

American 
Indian Business 

OffiCe8 

(100,000) 

($100,000) 
0 

($100,000) 

0.00 

Total House 
Changes 

(225,000) 

5,635,000 
(150,000) 

(2,000,000) 

(13,000,000) 

(100,000) 
(619,691) 

2 000 000 

($6,459,691) 
0 

($6,459,691) 

12.00I 

Adds Grants for 
Child Care 

Service 
Providers11 

4,935,000 

$4,935,000 
0 

$4,935,000 

0.00 

Reduces 
Development 

Fund Child Care 
Loan Funding 10 

(150,000) 

($150,000) 
0 

($150,000) 

0.00 

Reduces Grants 
for Early 

Childhood 
Facilities 11 

(400,000) 

($400,000) 
0 

($400,000) 

0.00 

Removes 
Grants to 

Individuals 
Seeking a Child 

Deveopment 
Associate 

Credential 12 

(150,000) 

($150,000) 
0 

($150,000) 

0.00 

1 Funding is added for tourism infrastructure grants to be administered by the Division of Tourism. 

2 Funding is added for a Minot Air Force Base realignment grant to enhance economic development and 
employment opportunities associated with the Minot Air Force Base resulting from action by the federal 
defense base closure and realignment cor1mission. 
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3 Funding provided in the executive budget for centers of excellence is removed . 

Sections added in the executive budget extending the program through 2021 are removed; therefore, the 
majority of the program will expire on July 30, 2011. Sections are added providing that the Department 
of Commerce administer the centers of excellence program, distribute funds to the centers, monitor 
centers for compliance with award requirements, review changes in assertions made in center 
applications, and conduct postaward monitoring of centers. 

Sections are added repealing these provisions on August 1, 2023. 

4 The executive budget recommendation to create a centers of workforce excellence from the current 
workforce enhancement grant funding is removed. 

5 Funding for the workforce enhancement grant program is provided for the 2011-13 biennium, at 
$2 million, a $1 million increase from the funding provided in the 2009-11 biennium. 

6 Funding from the general fund to continue four Jobs for America's Graduates programs previously paid 
for with federal funds in the 2009-11 biennium is removed. 

7 One-time funding for a statewide marketing effort of the WorkKeys program is removed. 

8 One-time funding for the American Indian Business Office is removed. 

9 Funding is provided from the general fund in the amount of $4,935,000 to provide grants in 
collaboration with the Department of Human Services under North Dakota Century Code Section 
50-11.1-14.1 to child care providers for workforce development, quality improvement, technical 
assistance, and capacity building. 

1° Funding included in the executive budget for child care loans from the Development Fund is reduced to 
provide a total of $250,000. 

11 Funding included in the executive budget for grants to early childhood facilities is reduced to $100,000. 

12 Funding included in the executive budget for grants to individuals seeking a child development 
associate credential is removed. 

13 Funding included in the executive budget for a new Division of Energy and two associated FTE 
positions is removed. 

This amendment also: 

Changes provisions added in the executive budget relating to the biofuel blender pump incentive 
program to provide that cost-share grants are also available for the installation of the related blender 
pump piping system and storage components and that the per retail location limit is $14,000 rather than 
$5,000. 

Removes provisions included in the executive budget establishing the office of renewable energy and 
energy efficiency as a separate division of the Department of Commerce rather than as part of the 
Division of Community Service. 

Provides authority for the department to administer during the 2011-13 biennium an innovation 2020 
award program to award grants to qualified entrepreneurs to move new technology from academia into 
the commercialization cycle. 

Provides authority for the department to administer during the 2011-13 biennium a technology award 
equity investment program to provide matching equity investments to technology-based businesses. 
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Authorizes the department to continue up to $665,000 of the $5 million of 2009-11 unspent general fund 
appropriation authority relating to the Great Plains Applied Energy Research Center. Of the $665,000, 
the department may use $600,000 to assist in the acquisition of the antiballistic missile site at the 
Stanley R. Mickelson Safeguard Complex in Nekoma and $65,000 for grants to child care service 
providers for workforce development, quality improvement, technical assistance, and capacity building 
pursuant to Section 50-11.1-14.1. 
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Com Standing Committee Report 
February 22, 201111:37am 

Module ID: h..:.stcomrep.!.35_009. 
Carrier: Skarphol 

Insert LC: 11.8160.01001 Title: 02000 

REPORT OF STANDING COMMITTEE 
HB 1018: Appropriations Committee (Rep. Delzer, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(18 YEAS, 1 NAYS, 2 ABSENT AND NOT VOTING). HB 1018 was placed on the 
Sixth order on the calendar. 

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

Page 1, line 2, after "enact" insert "section 15-69-07," 

Page 1, line 2, after the first comma insert "and" 

Page 1, line 2, remove "chapter to title 54, and two" 

Page 1, line 3, replace "new sections to chapter 54-60" with "section to chapter 54-60" 

Page 1, line 3, after the second "the" insert "centers of excellence program," 

Page 1, line 4, remove "centers of research excellence program, centers of 
entrepreneurship" 

Page 1, line 5, remove "excellence grants," 

Page 1, line 6, remove "15-69-02, 15-69-03," 

Page 1, line 6, after the fourth comma insert "and" 

Page 1, line 6, remove", 15-69-06, 54-44.5-09, 54-60-21, 54-60-22," 

Page 1, line 7, remove "and 54-60-23" 

Page 1, line 8, after the second comma insert "and" 

Page 1, line 8, remove", the office of renewable energy and" 

Page 1, line 9, remove "efficiency, and centers of workforce excellence grants" 

Page 1, line 9, after the first semicolon insert "to repeal chapter 15-69 of the North Dakota 
Century Code, relating to the centers of excellence program;" 

Page 1, replace line 22 with: 

"Operating expenses 14,478,272 

Page 1, replace line 24 with: 

"Grants 65,411,058 

Page 2, replace line 1 with: 

"North Dakota development fund 

Page 2, replace line 3 with: 

'Workforce enhancement 

Page 2, remove line 6 

Page 2, replace line 8 with: 

"Partner programs 

(1) DESK (3) COMMITTEE 

0 

0 

2,022,044 

Page 1 

(595,012) 13,883,260" 

851,936 66,262,994" 

250,000 250,000" 

2,000,000 2,000,000" 

0 2,022,044" 
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Com Standing Committee Report 
February 22, 2011 11 :37am 

Module ID:.hc.stcomrep::_35...c009 __ 
Carrier: Skarphol 

Insert LC: 11.8160.01001 Title: 02000 

Page 2, remove line 9 

Page 2, replace line 11 with: 

"Total all funds $97,672,773 $28,591,967 $126,264,740" 

Page 2, replace line 13 with: 

"Total general fund $28,006,303 $9,623,500 $37,629,803" 

Page 2, replace line 14 with: 

"Full-time equivalent positions 

Page 2, replace line 20 with: 

"Workforce enhancement fund 

Page 2, remove lines 21 through 23 

Page 2, after line 27, insert: 

"Tourism infrastructure grant 

Page 2, replace line 28 with: 

Child care grants and loans 

Child care service providers 

68.00 

$1,000,000 

0 

1,820,000 

0 

recruitment, training, and retention grants" 

Page 2, replace line 29 with: 

"Centers of excellence 

Page 2, after line 30, insert: 

"Minot air force base realignment grant 

Page 3, replace line 2 with: 

"Total all funds 

Page 3, replace line 4 with: 

"Total general fund 

19,500,000 

0 

$99,064,635 

$30,470,000 

Page 5, line 10, overstrike "(Effective through July 31," 

Page 5, line 10, remove "2021" 

.25 

Page 5, line 10, overstrike the boldfaced closing parenthesis 

68.25" 

$2,000,000" 

1,000,000" 

370,338 

4,935,000 

O" 

250,000" 

$33,052,088" 

$8,555,338" 

Page 5, line 16, after "4." insert ""Department" means the department of commerce. 

Page 5, overstrike lines 17 through 25·_ 

Page 5, remove lines 28 and 29 
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Com Standing Committee Report 
February 22, 2011 11 :37am 

Module ID: h_stcomrep:;.35'---009,c,,0 

Carrier: Skarphol 
Insert LC: 11.8160.01001 Title: 02000 

Page 6, remove lines 1 through 31 

Page 7, remove lines 1 through 31 

Page 8, remove lines 1 through 5 

Page 8, line 8, overstrike "(Effective through July 31," 

Page 8, line 8, remove "2021" 

Page 8, line 8, overstrike") Application - Eligibility requirements" and insert immediately 
thereafter "Centers of excellence program" 

Page 8, line 9, overstrike "1." 

Page 8, line 9, overstrike "provide center application forms, accept" 

Page 8, overstrike lines 10 through 20 and insert immediately thereafter "administer the 
centers of excellence program:" 

Page 8, overstrike lines 24 through 30 

Page 9, overstrike lines 1 through 23 

Page 9, line 26, overstrike "(Effective through July 31," 

Page 9, line 26, remove "2021" 

Page 9, line 26, overstrike the boldfaced closing parenthesis 

Page 10, line 2, overstrike "board" and insert immediately thereafter "department" 

Page 10, line 4, overstrike "commission's" and insert immediately thereafter "department's" 

Page 10, line 6, overstrike "commission" and insert immediately thereafter "department" 

Page 10, line 7, remove "Instead of requiring annual audits under this subsection, the" 

Page 10, replace lines 8 through 13 with "Effective on the effective date of this Act the 
department shall assume the postaward monitoring duties previously fulfilled by the 
commission and the center shall provide the department, rather than the commission 
with the information necessary to monitor the postaward activities of the center." 

Page 10, line 14, overstrike "commission directs the" 

Page 10, line 14, overstrike "to distribute" and insert immediately thereafter "distributes" 

Page 10, line 15, overstrike "commission" and insert immediately thereafter "department" 

Page 10, line 23, overstrike "In making funding recommendations" 

Page 10, overstrike lines 24 through 26 

Page 10, line 27, overstrike "commission shall direct the" 

Page 10, line 27, overstrike "to" and insert immediately thereafter "shall" 

Page 10, line 29, overstrike "commission" and insert immediately thereafter "department" 

Page 11, line 2, overstrike "commission may" 
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Com Standing Committee Report 
February 22, 201111:37am 
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Insert LC: 11.8160.01001 Title: 02000 

Page 11, line 3, overstrike "direct that the" 

Page 11, line 3, after "commerce" insert "may" 

Page 11, line 4, overstrike "commission" and insert immediately thereafter "department" 

Page 11, line 5, overstrike "commission" and insert immediately thereafter "department" 

Page 11, line 6, overstrike "commission's" and insert immediately thereafter "department's" 

Page 11, line 6, overstrike", which" 

Page 11, overstrike line 7 

Page 11, line 8, overstrike "centers of excellence forums" and insert immediately thereafter 
"related to this program" 

Page 11, remove lines 11 through 18 

Page 11, after line 18, insert: 

"SECTION 7. Section 15-69-07 of the North Dakota Century Code is created 
and enacted as follows: 

15-69-07. Centers of excellence postaward monitoring. 

1. For no fewer than six years and no more than ten years following center 
designation, the department shall monitor a center's activities in order to 
determine whether the center is having the desired economic impact 

2. Instead of requiring annual audits under subsection 2 of section 15-69-05, 
the department may require that the center be audited on all funds 
distributed to the center under this chapter at the halfway point of the 
postaward monitoring and at the end of the postaward monitoring and that 
for all other years during the postaward monitoring the center contract with 
an independent accountant for an agreed-upon procedures engagement. A 
center may use funds distributed to the center under this chapter to pay for 
audits required under subsection 2 of section 15-69-05 or for an 
agreed-upon procedures engagement. 

3. At a minimum, an agreed-upon procedures engagement under subsection 2 
must include: 

a. Verification of the accuracy of jobs data regarding jobs claimed related 
by the center, distinguishing between the creation of private sector jobs 
and jobs within the institution of higher education· 

b. 

C. 

d. 

e. 

f. 

Verification of compliance with the centers of excellence program 
matching fund requirements; 

Verification awarded center funds were used for authorized uses; 

Verification the center complied with the center's application timeline 
and any authorized revisions; 

Verification the center complied with the center's scope of activities as 
provided under the center's application and any authorized revisions; 

Review of a sample of center expenditures to verify the expenses were 
approved supported with documentation and made in accordance with 
the scope identified in the center's application; 

(1) DESK (3) COMMITTEE Page 4 h_stcomrep_35_009 
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Com Standing Committee Report 
February 22, 201111:37am 

Module ID: h:,_stcomrep;:35...:.009., _·_ 
Carrier: Skarphol 

Insert LC: 11.8160.01001 Title: 02000 

g. Verification of a sample of labor charged to the center· 

h. Verification business incentive agreements comply with chapter 
54-60.1 · and 

i. Comparison of the center's application budget to the cente(s actual 
expenditures, including documentation explaining any material 
differences." 

Page 12, line 8, replace "five" with "fourteen" 

Page 12, line 8, replace "QlilllQ" with "retail location" 

Page 12, line 10, after "locations" insert", including the piping system and storage 
components11 

Page 12, line 13, after "equipment" insert" including the piping system and storage 
components" 

Page 13, remove lines 15 through 30 

Page 14, remove lines 1 through 31 

Page 15, remove lines 1 through 30 

Page 16, remove lines 1 through 30 

Page 17, remove lines 1 through 31 

Page 18, remove lines 1 through 6 

Page 18, after line 13, insert: 

"SECTION 10. GRANT - DIVISION OF TOURISM - TOURISM 
INFRASTRUCTURE GRANTS. The grants line item in section 1 of this Act includes 
the sum of $1,000,000 from the general fund for providing a tourism infrastructure 
grant. 

SECTION 11. GRANT· MINOT AIR FORCE BASE REALIGNMENT GRANT. 
The grants line item in section 1 of this Act includes the sum of $250,000 from the 
general fund for providing a base realignment grant to enhance economic 
development and employment opportunities associated with the Minot air force base 
resulting from action by the federal defense base closure and realignment 
commission. 

SECTION 12. CHILD CARE GRANTS - WORKFORCE DEVELOPMENT -
QUALITY IMPROVEMENT - TECHNICAL ASSISTANCE - CAPACITY BUILDING. 
The grants line item in section 1 of this Act includes the sum of $4,935,000 from the 
general fund for providing grants to child care service providers for workforce 
development, quality improvement, technical assistance, and capacity building in 
collaboration with the department of human services under section 50-11.1-14.1. 

SECTION 13. INNOVATION 2020 AWARD. The department may administer 
an innovation 2020 award program to provide proof-of-concept funding to a qualified 
entrepreneur to assist in moving a new technology from academia into the 
commercialization cycle, for the biennium beginning July 1, 2011, and ending June 
30, 2013. The following provisions apply to an award under this section: 

1. An applicant must be an individual who is associated with a North Dakota 
institution of higher education as a student, an employee, or other 
relationship the department may authorize. 
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2. The applicant must have an early-stage technology with high commercial 
potential. 

3. The department shall establish the qualified uses of funds received under 
this section. 

4. As a term for receipt of funds under this section, the recipient shall agree to 
the department's repayment terms equal to two times the amount of the 
award. 

5. The department's repayment terms may include the department taking an 
equity position in, providing a loan to, or using any other innovative 
financing mechanism to provide the funds to the recipient. The terms of 
repayment may be conditioned on the new technology becoming income 
generating. 

6. An award under this section may not exceed fifty thousand dollars. A 
recipient may not receive more than one award under this section. 

7. An award under this section is not a business incentive under chapter 
54-60.1. 

SECTION 14. TECHNOLOGY AWARD EQUITY INVESTMENT PROGRAM. 
The department may administer a technology award equity investment program that 
provides matching equity investments to technology-based businesses, for the 
biennium beginning July 1, 2011, and ending June 30, 2013. The following provisions 
apply to technology award equity investments: 

1. An applicant must: 

a. Be a North Dakota business that is at the startup stage; 

b. Be a primary sector business in the technology field; and 

c. Have a legal structure that was established following comprehensive 
vetting, development of proof of concept, and a completed business 
plan. 

2. Before funds are distributed under this section, the recipient shall provide 
the department with detailed documentation of the availability of two dollars 
of angel fund investment matching funds for each dollar of state funds 
distributed under this section. Matching funds must come from a North 
Dakota angel fund certified under section 57-38-01.26 and be in cash. 
Matching funds may not be in-kind assets. 

3. An equity investment under this section may not exceed fifty thousand 
dollars. A recipient may not receive more than one award under this section. 

4. An award equity investment under this section is not a business incentive 
under chapter 54-60.1." 

Page 18, remove lines 14 through 31 

Page 19, remove lines 1 through 26 

Page 20, line 10, replace "The" with "Up to $665,000 of the" 

Page 20, line 11, replace "46" with "26" 

Page 20, line 12, remove "On June 30, 2011, the office of management and budget shall" 
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Page 20, remove lines 13 and 14 

Page 20, line 15, replace "entrepreneurship excellence-awarded projects,'' with "The 
department of commerce may spend these funds for the purposes provided for in this 
section," 

Page 20, line 16, remove "The department of commerce may use up to $5,000,000 of the 
funds" 

Page 20, replace line 17 with "The department of commerce may use up to $600,000 of 
these funds for a grant to assist·in the acquisition of the antiballistic missile site at the 
Stanley R. Mickelson safeguard complex in Nekoma. The department of commerce 
may use up to $65,000 of these'funds for grants to child care service providers for 
workforce development, quality improvement, technical assistance, and capacity 
building in collaboration with the' department of human services under section 
50-11.1-14.1." 

Page 21, line 1, remove "CENTERS OF" 

Page 21, line 1, replace "EXCELLENCE" with "ENHANCEMENT" 

Page 21, line 2, remove "centers of' 

Page 21, line 3, replace the first "excellence" with "enhancement" 

Page 21, line 3, remove "centers of' 

Page 21, line 3, replace the second "excellence" with "enhancement" 

Page 21, remove lines 6 through 15 

Page 21, line 17, replace "$400,000" with "$250,000" 

Page 22, remove lines 1 through 21 

Page 23, after line 7, insert: 

"SECTION 26. REPEAL. Chapter 15-69 of the North Dakota Century Code is 
repealed. 

SECTION 27. EFFECTIVE DATE. Section 26 of this Act becomes effective on 
August 1, 2023." 

Page 23, line 8, replace "1 0" with "8" 

Page 23, line 11, replace "10" with "8"· 

Page 23, line 11, replace "13" with "9" 

Page 23, line 11, replace "21" with "18" 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1018 - Department of Commerce - House Action 

Salaries and wages 
Operating expenses 
Capital assets 

Executive 
Budget 

$10,871,979 
14,108,260 

70,018 

(1) DESK (3) COMMITTEE Page 7 

House 
Changes 

(225,000) 

House 
Version 

$10,871,979 
13,883,260 

70,018 
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Grants 60,627,994 
North Dakota 400,000 

Development Fund 
Discretionary funds 928,082 
Centers of workforce 2,000,000 

excellence 
Economic 186,846 

development 
initiatives 

Agriculture Products 2,739,767 
Utilization Comm 

Centers of excellence 13,000,000 
North Dakota Trade 2,553,000 

Office 
Partner programs 2,122,044 
Division of Energy 619,691 
Federal fiscal 24,496,750 

stimulus funds 
Workforce 

enhancement 
$134,724,431 

Total all funds 
Less estimated 88,634,937 
income 

$46,089,494 
General fund 

70.25 
FTE 
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5,635,000 
(150,000) 

(2,000,000) 

(13,000,000) 

(100,000) 
(619,691) 

2,000,000 

($8,459,691 I 

0 

($8,459,691) 

(2.00) 

66,262,994 
250,000 

928,082 

186,846 

2,739,767 

2,553,000 

2,022,044 

24,496,750 

2,000,000 

$126,264,740 

88,634,937 

$37,629,803 

68.25 

Department No. 601 - Department of Commerce - Detail of House Changes 

Salaries 
and 
wages 

Operating 
expens 
es 

Capital 
assets 

Grants 
North 

Dakota 
Develop 
ment 
Fund 

Discretion 
ary 
funds 

Centers of 
workfor 
ce 
excellen 
ce 

Economic 
develop 
ment 
initiative 
s 

Agriculture 
Product 
s 
Utilizati 
on 
Comm 

Centers of 
excellen 
ce 

North 
Dakota 
Trade 
Office 

Partner 

Adds 
Tourism 

lnfrastruc 
lure 

Grants1 

1,000,000 

program 
s 
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Adds 
Minot Air 

Force 
Base 

Reallgnm 
ent Grant2 

250,000 

Removes 
Centers 

of 
Excellenc 

•' 

(13,000,0 
00) 
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Removes 
Centers 

of 
Workforc 

• 
Excellenc 

•' 

{2,000,00 
0) 

Adds Removes 
Workforc Jobs for 

e America's 
Enhance Graduate 

ment s 
Funding5 Programs 

' 

(100,000) 
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Division of 
Energy 

Federal 
fiscal 
stimulus 
funds 

Workforce 
enhanc 
ement 

$1,000,00 $250,000 
Total all 0 
funds 
Less 0 0 
estimated 
income 

$1,000,00 $250,000 
General 0 
fund 

0.00 0.00 
FTE 

Removes Removes 
WorkKeys Funding 
Program7 for the 

American 
Indian 

Business 
Office8 

Salaries 
and 
wages 

Operating (125.000) 
expens 
es 

Capital 
assets 

Grants 
North 

Dakota 
Develop 
ment 
Fund 

Discretion 
ary 
funds 

Centers of 
worl<:for 
ce 
excellen 
ce 

Economic 
develop 
ment 
initiative 
s 

Agriculture 
Product 
s 
Utilizati 
on 
Comm 

Centers of 
excellen 
ce 

North 
Dakota 
Trade 
Office 

Partner (100,000) 
program 
s 

Division of 
Energy 
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2,000,000 

($2,000,0 $2,000,00 {$100,000 
00) 0 I 

0 0 0 

($2,000,0 $2,000,00 ($100,000 
00) 0 I 

0.00 0.00 0.00 

Reduces Reduces Removes 
Oevelopm Grants for Grants to 
ent Fund Ear1y Individual 

Child Chlldhoo s Seeking 
Care d a Child 
Loan Facmt1es11 Deveopm 

Funding 10 ent 
Associate 
Credentlal 

" 

(400,000) (150,000) 
(150,000) 
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($125,000 ($100,000 $4,935,00 ($150,000 ($400,000 ($150,000 

Total all I I 0 I I I 
funds 
Less 0 0 0 0 0 0 
estimated 
income 

($125,000 ($100,000 $4,935,00 ($150,000 ($400,000 ($150,000 
General I I 0 I I I 
fund 

0.00 0.00 0.00 0.00 0.00 0.00 

FTE 

Removes Funding for Energy Total House Changes 
Oivislon 13 

Salaries and wages 
Operating expenses 
Capital assets 
Grants 
North Dakota Development Fund 
Discretionary funds 

(225,000) 

5,635,000 
{150,000) 

Centers of workforce excellence 
Economic development 

(2,000,000) 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence 
North Dakota Trade Office 
Partner programs 

(13,000,000) 

(100,000) 
Division of Energy (619,691) (619,691) 
Federal fiscal stimulus funds 
Workforce enhancement 2,000,000 

($619,691) ($8,459,691) 
Total an funds 
Less estimated income 0 0 

($619,691) ($8,459,691) 
General fund 

(2.00) 
FTE 

1 Funding is added for tourism infrastructure grants to be administered by the Division of 
Tourism. 

2 Funding is added for a Minot Air Force Base realignment grant to enhance economic 
development and employment opportunities associated with the Minot Air Force Base 
resulting from action by the federal defense base closure and realignment commission. 

3 Funding provided in the executive budget for centers of excellence is removed. 

(2.00) 

Sections added in the executive budget extending the program through 2021 are removed; 
therefore, the majority of the program will expire on July 30, 2011. Sections are added 
providing that the Department of Commerce administer the centers of excellence program, 
distribute funds to the centers, monitor centers for compliance with award requirements, 
review changes in assertions made in center applications, and conduct postaward 
monitoring of centers. 

Sections are added repealing these provisions on August 1, 2023. 

4 The executive budget recommendation to create a centers of workforce excellence from 
the current workforce enhancement grant funding is removed. 

5 Funding for the workforce enhancement grant program is provided for the 2011-13 
biennium, at $2 million, a $1 million increase from the funding provided in the 2009-11 
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6 Funding from the general fund to continue four Jobs for America's Graduates programs 
previously paid for with federal funds in the 2009-11 biennium is removed. 

7 One-time funding for a statewide marketing effort of the Work Keys program is removed. 

6 One-time funding for the American Indian Business Office is removed. 

'Funding is provided from the general fund in the amount of $4,935,000 to provide grants in 
collaboration with the Department of Human Services under North Dakota Century Code 
Section 50-11.1-14.1 to child care providers for workforce development, quality 
improvement, technical assistance, and capacity building. 

10 Funding included in the executive budget for child care loans from the Development Fund 
is reduced to provide a total of $250,000 

11 Funding included in the executive budget for grants to early childhood facilities is reduced 
to $100,000. 

" Funding included in the executive budget for grants to individuals seeking a child 
development associate credential is removed. ,, 
13 Funding included in the executive bu'dget for a new Division of Energy and two associated 
FTE positions is removed . 

This amendment also: 

Changes provisions added in the executive budget relating to the biofuel blender pump 
incentive program to provide that cost-share grants are also available for the installation of 
the related blender pump piping system and storage components and that the per retail 
location limit is $14,000 rather than $5,000. 

Removes provisions included in the executive budget establishing the office of renewable 
energy and energy efficiency as a separate division of the Department of Commerce rather 
than as part of the Division of Community Service. 

Provides authority for the department to administer during the 2011-13 biennium an 
innovation 2020 award program to award grants to qualified entrepreneurs to move new 
technology from academia into the commercialization cycle. 

Provides authority for the department to administer during the 2011-13 biennium a 
technology award equity investment program to provide matching equity investments to 
technology-based businesses. 

Authorizes the department to continue up to $665,000 of the $5 million of 2009-11 unspent 
general fund appropriation authority relating to the Great Plains Applied Energy Research 
Center. Of the $665,000, the department may use $600,000 to assist in the acquisition of the 
antiballistic missile site at the Stanley R. Mickelson Safeguard Complex in Nekoma and 
$65,000 for grants to child care service providers for workforce development, quality 
improvement, technical assistance, and capacity building pursuant to Section 50-11.1-14. 1 . 

;i ' 
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Senate Appropriations Committee 
Harvest Room, State Capitol 

HB 1018 
March 15, 2011 

Job# 15460 

D Conference Committee 

ii committee Clerk Signature (' ~ ~ 
Explanation or reason for introduction of bill/resolution: 

A bill to provide an appropriation for defraying the expenses of the department of commerce. 

Minutes: the Dept. of Commerce handout which includes 
ments # 1 - # 21. 

Vice Chairman Grindberg called the committee hearing to order on HB 1018. Roll call was 
taken. 
Sara Chamberlin - Legislative Council;Tammy R. Dolan - 0MB. 

Paul Govik, Acting Commissioner, ND Department of Commerce 
Testified in support of HB 1018 
Handed out Dept. of Commerce Testimony on HB 1018 (see attached #1) and presented an 
overview of the department. 

Senator Christmann asked about the requested carry over authority wanted to know if that 
was authority in the Governor's Executive Budget and the House carried them over - or are 
those additional things that are being requested beyond what's in the bill now. 

Paul Govik: That was in the Governor's Executive Budget and all but two were able to get in 
so we do have some proposed amendments. One is the USS ND submarine, the $100,000 
that was appropriated for this biennium but it appears that they will not be able to get that 
money spent and so we're asking that the money be extended into the next biennium. The 
other is some wording on the transfer into the internship fund and it's just the mechanics of 
how the money goes into the fund. 

Wally Goulet, VP and General Counsel for National Information Solutions; and 
Chairman of the ND Economic Development Strategic Plan 
Testified in support of HB 1018 
Read from his testimony included in the Dept. of Commerce handout. 

Senator Bowman Could you give a background on China pilot training program? Is it military 
or private? 

Bruce Smith, Dean of Aerospace at Odegard School of Aerospace Sciences at UND: We 
have over 400 international students in our program at UNO. That's not to overshadow the 

II 
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800 undergraduate UNO students that we have in our flyline program. It was a program that 
was developed certainly to expand the capabilities that we have at UNO. It helps us reach 
what I call a critical mass which allows us to have the quality and capabilities that we have in 
our program not only for the international students but also for the undergraduate students. 
There are over 200 that come from Bejing in China and 25 from Taiwan. They are in a one 
year program where they learn their private commercial instrument and multi-engine ratings in 
a special program in a heavy airplane called a King Air. They get between 250-270 hours and 
then go back to China where they spend 6 months in an upgrade Boeing 737 simulators and 
then begin to fly for Air China airlines. It's a great program for us. The other benefits to UNO 
is that it fills up the housing, it fills up the food services. 

Connie Ova, CEO, Jamestown Stutsman Economic Development Association of ND 
Testified in support of HB 1018 
No written testimony -

Keith Lund, VP of Grand Forks Region Economic Development Corporation 
Testified in support of HB 1018 
Testimony attached in the Dept. of Commerce handout. 

Andy Peterson, President of ND Chamber of Commerce 
Testified in support of HB 1018 
Testimony attached in the Dept. of Commerce handout. 

Paul Govig gave a brief update on the Centers of Excellence and introduced: 

Mark Nisbet, Chairman of Centers of Excellence Commission 
Testified in support of HB 1018 
Testimony attached in the Dept. of Commerce handout - Centers of Excellence tab. 

Deanette Piesik, Executive Director of TrainND - Northwest at Williston State College. 
Petroleum Safety and Technology Center of Excellence 
Testified in support of HB 1018 
Testimony attached in the Dept. of Commerce handout - Centers of Excellence tab. 

Philip Boudjouk, Vice President of Research, Creative Activities & Technology Transfer, 
NDSU 
Testified in support of HB 1018 
Testimony attached in the Dept. of Commerce handout - Centers of Excellence tab. 

Bruce Smith, Dean of Aerospace at Odegard School of Aerospace Sciences at UND 
Testified in support of HB 1018. 
Testimony attached in the Dept. of Commerce handout - Centers of Excellence tab. 

Senator Robinson: Do we have any competition in terms of any other facility on an 
international scale in this area or are we the only show in town? 
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Bruce Smith: There are a number of competitors. What we have now is that we started 
ahead of everyone else. We're at the leading edge and we're recognized as being ahead of 
everyone else. In any case, in an environment like this that has so much potential is that 
they're kind of lapping at your heels. We're ahead of the competition, but we need to stay 
there. 

Senator Robinson: How many trainees have we had through this program? How many 
vehicles do we have at UNO at this time and what do you see 2 or 3 years from now? 

Bruce Smith: We've developed the one and only undergraduate degree program offered in 
the United States with a bachelor's degree in Unmanned Aircraft Systems. We currently will 
have this May, four graduates from that program and three already have jobs. We have 44 
majors in that curriculum, and this is only after 18 months and we also have 78 enrolled in the 
intro course. So projecting ahead two years, as it will start to generate graduates in the 
neighborhood of 30-40 a year, there are jobs available for them. At this point they are not in 
ND unless they tag themselves to the border protection that is flying out of Grand Forks and 
the Air Force base or Homeland Security. 

Senator Robinson: 
happening at UNO? 

Do these vehicles need regular ongoing maintenance and is that 

Bruce Smith said they have seven vehicles at UNO and they range from a 12 foot Scan Eagle 
down to the Dragon Flyer which is about 3 foot in diameter. Unfortunately there are no two 
year colleges that provide maintenance training. Lake Region used to do that, although we're 
still tied to them for simulator maintenance. It's been positive for Northland Community 
College in that they've gotten a $5M grant from the State of MN to pursue a curriculum in 
Unmanned Aircraft System maintenance. They are tied very closely with our Center of 
Excellence, albeit MN, but their funding•is coming from the State of MN. 

Senator Robinson: Are there any limitations in terms of distance with these vehicles in your 
ability to control the vehicle across the globe? 

Bruce Smith: Probably one of the misnomers of unmanned aircraft is that they're really not 
unmanned. They're remotely piloted. For example, the mission of the Guard in Fargo is 
where they sit in a confined top secret area in Fargo and they are actually flying missions in 
Afganistan and Iraq on the other side of the world. The ones that would fly the Global Hawks 
have almost unlimited range at very high altitudes - 60,000 feet plus and with mid-air re­
fueling, they'd probably fly forever. The range is unlimited. 

Senator Wardner: Remind me, what year did Odegard start this and what he started with. 

Bruce Smith: Odegard started in 1968 and he started with two airplanes. The neat part of 
our heritage is for our 40th anniversary, we bought those two airplanes back. John left me with 
the legacy where he said that it wouldn't cost the state a cent. There was a concern - It wasn't 
an academic program and wasn't supposed to cost anything, but Clifford said he'd make it 
academic. Today, with 5 academic departments and all 5 offering masters degrees and 4 
offering doctorates, there is no question about the academic standing of the school. In 
addition to that, we have a $92M/year budget and I get a $7M return for tuition. I don't think 
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there is any state funding that comes out of that from the tuition we generate, and I get about 
$2M a year from the Centers of Excellence. That $2M/year really broke Odegard's tradition 
because that's the first state tax dollars that we've ever gotten. It makes up a little less than 
2% of my budget. All the buildings we have, all the aircraft we have, all of the simulators, all 
of the capability that makes us the best in the world, we're all self-generated without state tax 
dollars. 

Senator Wanzek asked about unmanned farm equipment and Bruce Smith said that will 
eventually come and you'll have that capability. Another important aspect of the Centers of 
Excellence is the research is there to provide the detail and requirement for these sensors. 

Mark Askelson Associate Professor, Depl of Atmospheric Sciences 
Answered questions and handed out Limited Deployment-Cooperative Airspace Project -
(LO-CAP} 
He wanted to say a few words about LO-CAP - a project that has unlimited opportunities with 
the unmanned aircraft systems(UAS). The FAA requirement is that a pilot maintains vigilance 
so that you don't run into anyone. Without a person on a UAS, you cannot do that. At the 
Odegard School we have been working on this. The FAA is in the process of transforming our 
airspace into what they call NextGen. With NextGen, all aircraft will be required to have 
something called ADSB - it's a transponder on board that tells everyone where you are at, and 
you can also get information about where everybody else is at. That is expanded to occur in 
2020. The problem is that unmanned aircraft are not invited to the party. This is mandated for 
manned aircraft, but the use of such technologies on unmanned aircraft has not been tested 
and proven yet. If we are going to realize the potential, we have to open up airspace. The 
idea with LD-CAP is that we will investigate, set up a way of testing this capability with an 
unmanned aircraft in ND. We've identified a location east of Devils Lake that would be perfect 
for this. We'd be leveraging existing radars in that area. We'd be leveraging the fact that 
many aircraft in that area already have ADSB on them. We have quite a partnership to try and 
make this happen. A lot of unmanned aircraft are very small, so SWP is important, size, 
weight & power. We're trying to revolutionize the ADSB industry and by teaming with NDSU 
and Appareo, we believe we can do that by taking ADSB technology and taking it from a box to 
a chip. That obviously solves your size, weight, power types of issues. Not only would we 
have a wonderful resource that everybody could utilize enabling unmanned aircraft to do what 
we want them to do, but we could also benefit from that as well from a business standpoint. 
UNO has a memorandum of understanding in place with the Mitre Corporation. The principal 
customer of the Mitre Corp. is the FAA and DOD. They are a federally funded research 
organization and have a strong interest in getting unmanned aircraft into the airspace as well. 
They have identified ND as thee place to do this. We've identified what everybody's roles 
would be. They work closely with the FAA. The FAA is a safety organization and are driven 
by data. They say you have to show me you are safe. We have a great partnership; we have 
private sector Appareo, we have NDSU, UNO and Mitre all working together. 

One of the challenges is working with the existing radars saying we'll equip all these aircraft 
with this equipment (ADSB) but we wor't be able to guarantee that somebody won't fly in from 
somewhere else and not be equipped.· So what we are going to do is utilize existing radars to 
identify those aircraft that aren't talking to us and convert the information about where they're 
at into an ADSB message, so everybody else can see them providing another layer of safety. 
This is important to the FAA. In that process, we plan to have a focused activity area in which 
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we would leverage existing radars that are here in the state already. Those radars are owned 
and operated by the ND National Guard. Part of our effort is to set up a very intensive 
operation range with those radars. We've worked with the National Guard in the past to do 
something like this. I can't praise them enough. 

Senator O'Connell: You said they refuel in flight? 

Mark Askelson: I don't know a whole lot about in flight refueling with unmanned aircraft. A lot 
of them have been designed so you load them up and they fly for 20 hours. You fill them up 
and they fly across the world, however, is that possible, that would be very possible. 

Senator Robinson asked about UAS accidents that hit the wrong target. Do we have any 
research or follow up investigation that would direct those accidents to the technology or 
human operation error? 

Mark Askelson: The point of what we'~e trying to establish here, for operating on the national 
airspace system is to identify what technologies work and don't work; what are the limitations 
and what procedures do we need to follow to make sure they are safe and so we do not hit 
somebody else. The problem you referred to is more of a targeting issue with their ordinance, 
that is what they are shooting at people. Some of those same similar types of challenges can 
exist with unmanned aircraft. 

Senator Robinson: Could you get the committee some estimates on the cost of these UAS 
systems; what the different sizes and costs might be? It would be rather interesting. 

Julie Kuennen, 1.0.E.A. Centers Executive Director 
Testified in support of HB 1018 
No written testimony, but spoke on grassroots entrepreneurial projects in a wide variety of 
industries; from software development to manufacturing to service based industries and into 
training. 

Bill Goetz, Chancellor, North Dakota University System commented on the Centers of 
Excellence across the state. When we look at where we were at in this state 8 - 10 years ago 
as it relates to economic efforts and we look at the representation that we have here today, not 
only from business but also state government and other entities, I think it tells us a lot in terms 
of where we are at today and where we ought to be going as far as our future is concerned. 
Today is a day of answering the question of what are we going to be doing in adding to the 
production possibilities of our economy and our society and the State of ND as far as our 
future is concerned. You as policy makers, looking at the big picture with a vision, cannot be 
satisfied as to where we are today; we need to be wrestles about our future. We need to 
continue to invest and continue the efforts of being holistic in the steps that we take. The 
connection that we have today with the Department of Commerce and the University System 
speaks very well to bringing resources together, bringing intellectual power together and 
adding to the productivity of our state. It is c_ritical we continue to work together with a united 
focus. This budget (HB 1018) needs our support as it was offered by the Governor. 
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John Schneider, Executive Director, Agricultural Products Utilization Commission 
Testified in support of HB 1018 
Speaking from written testimony in the Dept. of Commerce handout - ED&F tab. 

Sara Otte-Coleman,Director, Tourism Division 
Testified in support of HB 1018 
Speaking from testimony in the Dept. of Commerce handout- Tourism tab. 

Senator Warner: How do you isolate tourism dollars from the surge in oil development money 
as far as motels, restaurants, etc? Do you readjust the baseline numbers? Is the surge of oil 
development, which is taking up some of the resources which might be available for tourism, is 
it inhibiting the development of tourism in some other area particularly in the southwest. 

Sara Otte-Coleman: Tourism encompasses leisure travel and business travel. We know that 
business and business/leisure combined is a growing sector. Nationally it is not growing, but 
here it is growing and we know a lot of that is attributed to the business in the oil belt. Our 
most recent detailed research showed that business leisure travel was the second most 
popular reason to come to ND in 2008 right behind the outdoor experience. That was still 
only 17%. We did an informal survey about a month ago of the CVBs to see if they could talk 
to their hotels and find out how much of this business is attributable to business travel 
specifically. That survey showed about 45%. Some of these hotels that are 100% occupied by 
oil workers year round, but we forget, in terms of total inventory, the number of rooms available 
in oil country, is a fraction of what's available even just in Fargo. When you do the math and 
sort it all out that is the number that we came up with in weighing the percentages and the 
occupancies. As far as rooms available, this spring we worked with all the CVBs and worked 
on a coordinated effort to communicate when those rooms were available to get the message 
out that people have to plan ahead. 

Senator Wardner: With the price of gas and the economies around the nation still down, what 
do you see for this coming summer? 

Sara Otte-Coleman: We are cautiously optimistic. Obviously gas prices are a hindrance at 
how it's eating away at discretionary income. We have a calculator on our website so people 
can calculate the difference. The difference between last year's gas price and this year's gas 
price from a round trip drive trip from Minneapolis to Bismarck and back was about $25. 
We're trying to convince people that it's not a deal breaker. Our money only allows us to 
market regionally so we're marketing close to home anyway. They've seen those message 
and we want to encourage them not to scratch their travel plans completely. Maybe you won't 
get to see the Grand Canyon, but this is the year to see ND. 

Beth Zander, Director, Workforce Development Division 
Testified in support of HB 1018 
Written testimony in the Dept. of Commerce handout - the Workforce tab. 

Jim Boyd, Interim Director, Division of Community Services 
Testified in support of HB 1018 
Written testimony in the Dept. of Commerce handout - the Community tab. 
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Senator Warner: Is there anything on federal horizon between now and October - with the 
discussions going on with the budget where you might see one of your programs impacted? 
Over the following federal fiscal year where you might see significant drops in income because 
so many of your programs is going to look like a target at the federal level. Are there any 
programs that we would need to supplant with state general fund dollars in order to keep our 
operations running efficiently? 

Jim Boyd: Certainly our programs, as well as many other federal programs are under scrutiny 
in terms of continued funding. The budget request that we have submitted, once you take out 
the ARRA funds gets us back to where .we were prior to the Recovery Act coming into being. 
There is such a wide range of proposals that have been floating around and so much 
discussion that still needs to occur. It's tough to guess what the outcome might be. Some of 
the proposals coming out of House Appropriations at the federal level would do significant 
damage to our programs. However, on the other side with the President's Executive Budget, 
there might be some reductions but not quite as drastic. It's really early for us to tell. I would 
think the spending authority that we're requesting should cover any funding that we might get 
up to and including current levels that existed prior to the recovery act. 

Senator Warner: I see what you do as,being propped up from a lot of different directions. I'd 
hate to see the legs cut off or one leg of-the stool and tip over because we had an effort in two 
other areas of Commerce or somewhere else, like the Workforce Development Fund fell apart 
because the federal component wasn't there - where we've done some good work and one 
piece would topple the structure. 

Jim Boyd: As far as requesting funds to replace the federal funds, at this point we have not 
envisioned doing so because it's very early in this process. We have said that as far as 
Recovery Act funds which have supplemented our programs considerably that we do not 
anticipate requesting any funds from the legislature to replace any Recovery Act funds that are 
lost. As far as the base programs go, I wish I knew. 

Dean Gorder, Executive Director, ND Trade Office 
Testified in support of HB 1018 
Written testimony in the Dept. of Commerce handout - ND Trade tab 

Paul Govig introduced the Energy Division saying they take great pride at the ND Department 
of Commerce in delivering programs and services in a timely, effective and efficient manner. 
He said it is expected of them and they have not been able to do that with the demands on 
them from energy. They feel it's pro-active to create an energy division of Commerce to take 
care of some of the demands that are all over the state that have to do with energy. He asked 
the committee to consider adding the approx. $620,000 back into the budget for that. 

Sandi Tabor, Lignite Energy Council and member of Renewable Energy Council 
Testified in support of HB 1018 
No written testimony. 

Senator Bowman: Are the energy companies driving this request or are we offering this to 
companies? 
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Sandi Tabor: I think you are offering this as an opportunity. If I put on my Director of 
Transmission hat to give you an idea how we work with the Dept. of Commerce. There are a 
lot of people here who want transmission built; a lot of companies who want to develop wind 
farms. My working with Commerce in the energy area is often those developers go to 
Commerce because "they're the Commerce Dept." That's part of their job to look at business 
development. When I answer your question, "Are we asking for it?" I think not, but to us it 
makes sense to have it happen. 

Al Christianson, Renewable Energy Council 
Testified in support of HB 1018 
No written testimony. 

Dale Neiswag, Basin Electric Power Cooperative and Dakota Gasification 
Testified in support of HB 1018 
No written testimony. 

Public Comment -

Carol Goodman, Cavalier County, Jobs Development Association 
Testified in support of HB 1018 
No written testimony . 
She said our state needs to continue to move forward but at a local economic development 
level, there are four words that thread through all of that activity. The first one is risk, invest, 
learn and revise. That process keeps going on over and over. You assess the risk, you decide 
to take it, you invest resources, you learn from that process and then you analyze what you've 
done and where you've been and what you can do better. 

. . ' 

Senator Wardner asked what she thou'ght was·berieficial about the Higher Education Round 
Table for small communities or to the state or to your area. 

Carol Goodman: We have studied that document and saw the relationships and synergies 
that we could have with specific institutions within that university system and also the 
partnerships. We have one of NDSUs research centers in Langdon so the interaction with the 
community on that level to begin with gave us some background. The two way partnership 
that can come forward through the university systems, it was something that our board and 
community saw as very beneficial. We go back to that document every once in a while and 
bounce it against the philosophy of how we build our own programs. The training 
opportunities, the university intellectual resources, the professors we've gone to for advice on 
a number of projects, all of those kinds of things have woven their way into what we have 
worked on over the last 20 years. 

Ken Satrang - General Manager, Petro Serve USA 
Testified in support of HB 1018 
Testimony attached# 2 & 2A - at the end of the Dept. of Commerce handout. 

' 
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Senator Christmann: I'm still perplexed, especially now that this has been done and blender 
pumps have proven that they can work and deliver the right blend, why is it .up to the tax payer 
to provide you or any other retailer with new pumps any more than its up to the taxpayers to 
help you put in an ice cream machine or a pizza lane. You're in that business, it seems like it 
should be your job. 

Ken Satrang: There are two things that are very important in America. One is energy and the 
other is food. So it's very important that we lessen our dependence on foreign oil. Give a 
man a fish and you feed him for a day, teach a man to fish, you feed him for a lifetime. We 
aren't asking for the fish. We aren't asking to be taught to fish. We aren't asking for a fishing 
pole. We're simply asking for a little bit. of bait that will make the gas station people put in new 
pumps. I don't need new pumps, and I don't need ethanol blender pumps. If we're going to 
lessen our dependence on foreign oil, by giving a little bit of incentive - a little bit of bait, they'll 
bite and put in new pumps, we expand our market for ethanol, they have UL approved pumps, 
it's safer because we've got sump pumps underneath these pumps. It's about an incentive. 
That's why it's been so successful in ND. 

Senator Bowman: I'm concerned about where we're headed. We see the highest price corn 
we've seen in many years, and part of that is due to the ethanol production. And we've seen 
gasoline shoot up a huge amount in just the last few weeks as well as the grocery store food 
prices go right up with it. When does the consumer say enough of this is enough? Instead of 
us subsidizing and forcing this on us, are we going to break everybody before we start over 
again or where do you think this is going to be in another 2 or 3 years if things keep going like 
they are. 

Ken Satrang: I think the problem is the speculators and also the problem we're having in the 
Middle East. That's what raising the price of gasoline right now and that's what is raising up 

· the food costs. The thing about ND is that we'll get tired of just eating fish. We need both 
agriculture and oil. We need more thai;i one sector to grow the state's economy. We have to 
balance both sides of the state. 

Tom Lilja, Executive Director, ND Corn Growers Association 
Testified in support of HB 1018 
Testimony attached - # 3 
Also a proposed amendment# 3A 

Terri Thiel, Executive Director, Dickinson CVB 
Testified in support of HB 1018 
Written testimony # 4 

Sheri Grossman, President, Destination Marketing of North Dakota (DMAND) 
Testified in support of HB 1018 
Written testimony attached - # 5 

Alexis Brinkman, Administrator, ND Ag Coalition 
Written testimony in support of HB 1018 - see attached # 6 
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Cal Klewin, Economic Development Association of ND 
Testified in support of HB 1018 
Written testimony # 7 

Bill Shalhoob, Chairman, Tourism Alliance Partnership 
Testified in support of HB 1018 
Written testimony# 8 & ND Tourism fact sheet - # 9 

Lynn Bergmann, 
Testified in support of HB 1018 

(EDND) 

No written testimony, but handed out "Report to Taxpayers on Centers of Excellence" - see 
attached #10. 

He stated that the Commerce Dept. should not be granting marketing funds to entrepreneurs 
and said the state should not be funding the actual physical implementation of a project. 

Senator Wardner: When you talked about the competitor in New Salem, was that Centers of 
Excellence dollars? 

Lynn Bergmann: They were Commerce Dept. dollars. I'm not a real fan of the Commerce 
Dept. I own a vineyard in Grand Forks county and one of my competitors in Maple Valley got 
$25,000 to market wine. Another comp,etitor in New Salem got $10,000 to start a vineyard. I 
kind of did that with sweat equity on my own. I don't feel the state should be giving other 
people money to compete with me. But I don't know if they're doing it in the Centers of 
Excellence .. 

Senator Wanzek: What was the message, are you saying we should .... ? 

Lynn Bermann: What I'm suggesting-is that you should be able to get answers to all those 
questions within a week from the Commerce Dept. If you can't get good solid answers to those 
questions within a week, then I'd seriously consider tacking their budget down until 
they .... delaying this through the session until they find you a good answer. The taxpayers 
want to know - Is this just fattening the pockets of existing businesses or is it starting real 
bonafide new high tech businesses. 

Senator Grindberg: When we passed out COE bill in the first half, the press reported that 
there was $30M in the bill. I don't believe that was the case. We pared it down to match the 
governor's recommendation. In the interim bill, they had additional $10M for the experimental 
program to stimulate competitive research which is typically in the higher ed budget. So I 
think they added them up and reported it that way, but that's not what the actual was, but just 
as a point of order. 

Lynn Bermann: I would stand with my suggestion that you cut ¼ of the budget. I think the 
taxpayers would like to see this things gping down and not up. 
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Rep. Kathy Hawkin, District 46, Fargo 
Testified in support of HB 1018 
No written testimony. Handed out ND Early Childhood Diagram - see attached# 11 
A news article - Child Care crunch - see attached # 12 

She wanted to address the workforce and childcare training section of the bill. If train the 
childcare worker, then you have a quality business where parents can leave their children plus 
the state gets tax money from the child care business. 

Tracy Finneman, Marketing Manager, Dept of Commerce 
Testified in support of HB 1018 
Written testimony in the Marketing tab of the Dept. of Commerce handout. 

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce 
Testified in support of HB 1018 
Written testimony in the Marketing tab of the Dept. of Commerce handout. 

Paul Govik wrapped up the Department's budget hearing. 

Senator Wardner: What program would have given money to the wineries that Mr. Bergman 
was talking about? Would that have been out of the economic development area? 

Paul Govik: Those dollars came through ag products and it was legislatively apportioned or 
we were dictated to provide that to that effort, so that's where that came from. 

Senator Krebsbach: It has been mentioned that ND does not need an energy "czar". I don't 
believe "czar" was ever intended to be used for that title. Could you give me a good reason 
why we do need this person and I agree we do, but I'd like to hear from you what it is. 

Paul Govik - In my opinion, why we need an energy division within the Dept. of Commerce is 
to pro-actively deal with both the demands and the opportunities that we find in the energy 
industry. As an example, this past summer, Shane and I spent a number of weeks talking 
about the needs and opportunities trying to help our partners to work up strategies and plans 
to deal with this. In my opinion, the energy division, that is the focus, to help our partners if 
they are communities, if they are counties, if they are areas. It's to help them work through 
that process so we can deal with those opportunities and challenges in the oil and gas area. 
Also, it can be enlarged to other energy' sources too. 

Vice Co-Chairman Grindberg closed the hearing on HB 1018. 

Additional testimony -
North Dakota CCR&R (Child Care Resource & Referral)- Growing Child Care ND, ND HB 
1418 Progress Report brochure - see attached #13 in the back of the Dept. of Commerce 
handout. :: · 

Gary Inman, Sr. Vice President of Information Technology, State Bank & Trust 
Written testimony in support of HB 1018- see attached# 14 & 15. 
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Nathan Presnell, Just 4 Kidz Childcare, New Rockford 
Written testimony in support of HB 1018- see attached #16 

L. John MacMartin, President, Minot Area Chamber of Commerce 
Written testimony in support of HB 1018- see attached #17. 

Mary Lee Nielson, Marketing Coordinator, Valley City Convention & Visitors Bureau 
Written testimony in support of HB 1018- see attached# 18 

Susie Baisch, Executive Director, Devils Lake Tourism 
Written testimony in support of HB 1018 - see attached # 19 

Terry Harzinski, Executive Director, Bismarck-Mandan Convention and Visitors Bureau 
Written testimony in support of HB 1018- see attached # 20 

Nina Sneider, Executive Director, Buffalo City Tourism Foundation 
Written testimony in support of HB 1018 - see attached # 21 
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D Conference Committee 

Explanation or reason for introduction of bill/resolution: 

A SUBCOMMITTEE HEARING ON THE DEPARTMENT OF COMMERCE 

Minutes: II See attached testimony #1 

Chairman Grindberg called the subcommittee hearing to order in reference to HB 1018, 
Department of Commerce at 3:30 pm on March 21, 2011. Senators Holmberg and Robinson 
were present. Tammy R. Dolan, 0MB and Sara Chamberlin, Legislative Council was also 
present. So we are clear in what is in the first engrossment fully aware of what the House did. 

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce: 
North Dakota Dept of Commerce walked through the engrossed bill. Section 3, this section 
was in the original bill and deals with the North Dakota development fund, their ability to 
provide loans to child care facilities, the executive budget recommendation included $400,000 
for the North Dakota development fund line, that was reduced by the House to $250,000. 

Chairman Grindberg: $400,000 of new money and the House reduced it to $250,000? 

Justin Dever: During the current biennium, last session the legislature appropriated $1.25 
million for this purpose and the Governor recommended an additional $400,000. 

Senator Robinson: I understand there are some other bills floating around on daycare. Maybe 
for our next meeting we need to get a handle on what else is out there. If there is anything else 
alive that would compliment what we have here. 

Justin Dever: Section 4 deals with the Centers of Excellence statute, this overall, what the 
House did, what we requested was that the whole statute be extended. We wanted the statute 
to be extended so that we can continue to distribute so that the Centers of Excellence could 
continue to distribute grant funds as well as provide post award monitoring of the centers. 
What the House did is they struck out the continuation of that component and amended the 
existing statute to transfer that responsibility to the Department of Commerce. So that includes 
section 4, section 5, section 6, and then section 7 is a new one that puts in place what they 
wanted Commerce to do with the post award monitoring. 
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Senator Holmberg submitted Testimony attached # 1, Comparison of Centers of Excellence 
Funding. 

Chairman Grindberg: Let's go back to section 4, the way the language was set up 2 years 
ago the centers program would expire? Justin Dever: Yes. 

Chairman Grindberg: The bill as introduced by the agency and executive branch reinstated 
all the current criteria? 

Justin Dever: It extended the sunset date to 2021, however, the new dollars for Centers of 
Excellence were for a different part of statute. It was not to fund the current program; the 
current program was kept in place to continue the monitoring of the current centers and the 
distribution of funds to the current centers. 

Chairman Grindberg: So that is what sections 4, 5, and 6 do? 

Justin Dever: Sections 4, 5, and 6 were amended by the House to leave in place certain parts 
of the current statute and let others expire. 

Chairman Grindberg: The over struck language is House action? 

Justin Dever: That was all House action. What they attempted to do is to take out everything 
that would allow any future approvals arid keep in place the monitoring of the program. 

Chairman Grindberg: Our amendment would be to have to restore this. 

Justin Dever: That would be our preference at the very least to keep the Centers of 
Excellence Commission in pace to allow them to continue the monitoring of the current 
centers. 

Chairman Grindberg: We will have a future meeting on the Centers of Excellence but now I 
understand what they did. 

Justin Dever: On section 7, they did add some minimum requirements for the agreed upon 
procedures. You may recall that the interim Work Force Committee addressed this issue, they 
allowed full fiscal audits to be done twice during the midpoint of each center and then at the 
end of the post monitoring period, the House version agrees with that but they also wanted to 
specify what these agreed upon procedures had to include. For the most part these include 
what we are already doing. 

Chairman Grindberg: That is acceptable. 

Justin Dever: Section 8 deals with the bio-fuel blender pump program. This program was put 
in place last legislative session. It did have an expiration date of November 30, 2010. We are 
asking for this program to be continued and that unexpended funds be carried over to the next 
biennium for this purpose. 
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Senator Robinson: Is that because of the language last session? The underscored language 
here, is that all new language or its new language because of the way the statutes were 
written? 

Justin Dever: It is new language because the statute has expired, and section 8 does have an 
expiration date. 

Senator Holmberg: North Dakota has placed more blender pumps than all the other states 
combined. 

Justin Dever: On section 8 the one change the House made is they put in a limit of $14,000 
per retail location and they also allowed the use for piping system and storage components. 

Senator Robinson: Was there any objection to that? Is that something the industry 
supported? 

Justin Dever: Both the ethanol as well as the petroleum marketers voiced approval. 

Paul Govik, Acting Commissioner, North Dakota Department of Commerce: There 
probably are some concerns we might have if we are involved in that environmental concern 
but we think we can work through that. We don't think that's a big issue. We would concur with 
the recommendation. 

Chairman Grindberg: What would the rational be for that if the cost of above ground 
warranted the maximum per blender pump why would we need to include below ground? 

Paul Govik: It's our opinion that their interested in broadening what the funds can be used for 
to ensure that those funds get used up. 

Mike Rud, President of North Dakota Petroleum Marketers: We want to be sure everyone 
is doing due diligence with these projects. We'd like to see some of that money be used for 
infrastructure. I think the corn growers offered an amendment the other day that asked for 
another $20,000 specifically to go to blender pumps. I think what you are going to see is your 
going to see probably a higher percentage rather than at 2% you probably going to see 4%-5% 
I believe is what that amendment asked for. It would make more money available so each site 
would probably have access to about $34,000 per project so we would like to see it go toward 
everything, not just blender pumps but infrastructure as well. 

Senator Robinson: Explain the $20,000 again. I remember the amendment but not the 
specifics. 

Mike Rud: I think they offered $20,000 per retail site that would specifically set aside for 
blender pumps, and then still leave the $14,000 for infrastructure. You can use $20,000 per 
retail site is how that amendment read and I don't think there was a cap on retail sites. 

Chairman Grindberg: Who's responsible for the infrastructure to be correct so it doesn't pose 
a problem down the road? 
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Mike Rud: Right now a marketer has to do due diligence, he has to get with his petroleum 
equipment installer, he has to get with the Department of Health, and they are all working 
through the Department of Commerce on the blender pump program that is in place. There is 
an application form that goes along with filling out the information to get into the blender pump 
program and all of that information is in there. There is about a 2 page document that the 
Health Department puts out that deals with compatibility issues and the marketer signs off on 
this and then he is responsible at that" point should something happen. Our main goal is to 
make sure we've got a tank fund that we use to protect from petroleum releases and it's 
marketer furided and we want to make sure that someone isn't entering into this program not 
doing due diligence, ending up with incompatible equipment and as a result our tank fund 
taking a major hit because we only have about $6 million in that tank fund and an average 
clean up is probably a half a million to $1 million per site. We want to make sure everyone is 
doing things right and in the process we want to make sure that these blends aren't getting a 
black eye because they will get a black eye if we have compatibility issues. 

Justin Dever: Section 9 creates an internship fund with continuing appropriation authority. 
This fund would make ii easier for us to offer internship opportunities on odd number summers. 
Summers are obviously the time of year that most internships occur and this just makes that 
easier to have it. That is $900,000 in the budget. 

Chairman Grindberg: The interim bill had that language that removed the restriction on repeat 
participation on internship fund. Do you recall that current law, use Microsoft as an example, if 
they hire first summer of the biennium 20 interns they are done for the rest of the biennium if I 
understand that right. 

Justin Dever: It's not just the biennium. If we subsidize 20 internships one year, future years 
we would only pay for number 21, 22, and 23. 

Chairman Grindberg: The interim bill removed that restriction so that summer 1 they could 
hire 20, and the next summer they could hire 20 new interns. 

Justin Dever: We did offer an amendment related to this fund. What is done in this bill is it 
carries over funds from this biennium and allows those funds to be transferred into this new 
fund. We neglected to insert into this bill the transfer of the new funds. Without that transfer 
language this fund would not receive those dollars. 

Justin Dever: Section 10 was added by the House. This is $1 million for tourism infrastructure. 
Section 11 was also added by the House, this is $250,000 for a Minot Air Force Based 
realignment grant. 

Senator Holmberg: What was the background of that? Are they on the list that fears closure? 

Paul Govik: It's our understanding that they are trying to be proactive and do as much as they 
can prior to any of those things happening . . 
Senator Holmberg: I'm assuming ii was a legislative initiative because ii wasn't something 
that the executive branch had turned down in their budget. 
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Justin Dever: Section 12 is childcare grants for quality improvement, technical assistance, 
and capacity building. This section includes $4,935,000 for this. There is an additional $65,000 
that is used from carryover funds for a total of $5 million for this purpose. Funds were provided 
for the current biennium to the Department of Human Services HB 1418 contained I believe 
$3.6 million of federal stimulus funds for the current biennium for this purpose. 

Senator Holmberg: One of the things I thought the House was looking at the use of carry 
over funds and not have to count them in this budget. Was there any discussion of having that 
money turned back? We talked about those things, but we don't always follow through on 
either side sometimes. 

Justin Dever: The Governors budget recommendation had $5 million of carryover from the 
Great Plains Applied Industry Research Center. That was to be used for Centers of 
Excellence. The House reappropriated that carryover that included a $4.335 million in HB 1003 
for BSC, $65,000 for this purpose that we just talked about, the childcare grants, and then 
about $600,000 for Nekoma. Section 13, innovation 20/20 award, the House killed HB 1058 
that had this innovation 20/20 award; this was an interim Workforce Committee bill. The bill 
originally had $500,000 for this purpose. The House put the language in HB 1018 but did not 
include any funds for it. They did amend the language so it's "may" administer instead of 
"shall". That is similar in section 14 for the technology award equity investment program. I 
believe that was HB 1059. That also as it came out of the interim Workforce Committee had 
$500,000 in appropriations. Again, the House did not put any funding to this and amended it so 
that it is "may". 

Senator Holmberg: How would you handle that, would you do ii or just look at the word "may" 
and say they didn't provide money therefore we just may not do it? 

Justin Dever: Without any funding for this purpose, we would not be doing it. I'm not aware of 
any other funding sources within Commerce that we would reappropriate internally for this 
purpose. 

Paul Govik: I would agree with Justin, it would be hard to do this without the funds. 

Chairman Grindberg: You have watched these two bills through the interim, is it worthy to 
have 2 programs or combine it into 1 program then having a funding discussion around it? 
They are both somewhat similar. What are your thoughts? 

Paul Govik: It would be easy to combine them. If there was dollars attached to that we would 
have some options as far as implementing these. Justin, do you think it would be 
advantageous to have them separate? 

Justin Dever: No, I think there may be ways to combine them. If you were to combine them 
my suggestion would be to put this iri the North Dakota development fund. Both of these 
programs have somewhat of a repayment option. The innovation 20/20 award provides a 
repayment provision of 2 to 1 if the product is commercially successful. The equity investment 
program is an equity investment that's something the North Dakota development fund could 
exit out of that investment at some point. 
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Chairman Grindberg: Work on how you would propose blending these, say, by the end of the 
week. 

Justin Dever: Section 15 is a request for carryover for the Agricultural Products Utilization 
Commission. This is the same language that has been included in past appropriations bills. 

Chairman Grindberg: What is their current cash balance? Justin Dever: I don't know off the 
top of my head. 

Justin Dever: The fuel tax deposit into the fund in 2010 from the gasoline tax refund was 
about $95,000. Last session you did included a provision that 5% of the profits of the state mill 
and elevator will also go into that fund, that deposit was $660,000. They had a record year. 

Chairman Grindberg: Tammy you will research that and give us a projection of what 
potentially is forecasted? 

Justin Dever: Section 16 is carry over of the discretionary funds, line item. Section 17 is carry 
over of the internship funds of operation intern, and then the transfer into the fund that is 
created in the previous section? Section 18 includes the $665,000 of the carryover from the 
Great Plains Applied Energy Research Center, the unexpended funds; of those $600,000 is for 
the Safeguard Complex at Nekoma and the $65,000 for those grants to childcare service 
providers. 

Senator Robinson: Is that a special bill in the House that was folded into here? Where did 
that come from? 

Justin Dever: That was a legislative initiative from the House. 

Chairman Grindberg: I believe the economic development efforts in Cavalier County have 
been working with UNO for some time on a plan to provide the acquisition for training and 
testing. 

Paul Govik: We've been working with them on that for at least 2 years so it is ongoing. 

Senator Holmberg: What was the connection there to all the things they were doing with this 
Great Plains Energy and $65,000 for childcare, how did that fit into this picture? 

Paul Govik: I think they wanted to just round off that to $5 million and find with that facility 
what was appropriated to use those funds. 

Justin Dever: Section 19 is carryover authority being requested for the technology based 
entrepreneurship grant program. This grant program we have been providing half of the fund 
upfront when the grant is awarded and then half of the funds at the conclusion of the project. 
We are requesting this carry over so that we can continue that and fund half of the money after 
the project is completed. These will be committed funds; we are not asking for this to be 
carried over and then continuing to use the funds. Section 20 is carryover authority being 
requested for the early childhood facility grants program. Section 21 is the carryover authority 
for the bio-fuel blender pump program. At this point I will also mention the other amendment 
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that we requested was carryover authority for the funds that were provided for the USS North 
Dakota, $100,000 provided for that and we would like to continue that into next biennium. 

Chairman Grindberg: Why was that delayed? 

Paul Govik: Some of those funds will go out but it takes a long time to get that built and then 
to actually launch it and do those things and so it's a bit slower than expected. 

Justin Dever: Section 22 is the transfer into the workforce enhancement fund. The one 
component of the Governors Centers of Excellence proposal was centers of workforce 
excellence which he had funded at $2 million. Basically it was renaming workforce 
enhancements grants to centers of workforce excellence. The House did not agree with the 
name change but they did agree with the $2 million for this purpose. 

Chairman Grindberg: Four years ago we put $2 million into the enhancement fund, two years 
ago we put $1 million, and now we are back to $2 million. 

Justin Dever: Section 23 is the transfer of the $250,000 to the North Dakota development 
fund for the childcare loans. So it's appropriated in order for it to get into the development fund 
there needs to be a transfer mechanism. Section 24 includes the matching fund requirement 
for the North Dakota Trade Office. This matching requirement basically requires them to match 
about $750,000 which is the same matching requirement that they had during the current 
biennium. 

Chairman Grindberg: I have a request of somebody, an email from Dean, $2.553 million for 
the Trade Office with a $489,000 increase. So the $2.553 million is all general fund? Justin 
Dever: Yes. Chairman Grindberg: And the $750,000 is on top of that? Justin Dever: Yes. 
Chairman Grindberg: Of the $2.553 million what would be operating and specifically, I asked 
Dean to give me his square foot lease rates with the space at Barry Hall. He sent me a note 
that North Dakota Trade Office is paying $2.00 per square foot on 4,300 square feet. What we 
need to resolve is that is no way market rent and additionally the University filled up all the 
offices for the Trade Office so there is an expense on furniture on top of what would be a 
normal commercial rate. The latest office survey for space and occupancy in charges on real 
estate in Fargo is, utility rates alone are $1.40 per square foot and if truly he's only paying 
$2.00 he's covering his utilities and we've got other operating expenses. There is clearly an 
adjustment that has to be made at least so that we are covering their costs. 

Senator Robinson: What would be the going rate? 

Chairman Grindberg: Considering the investment in Barry Hall I would put that as a Class A 
space. That's a going rate at $16.00 per square foot which does not include janitorial or 
utilities. Operating expenses are $4.75-$6.60 per square foot so you have $16.00 plus, we'll 
round it to $5.00 plus about $40.00. I'm in no way suggesting that it equals that amount but we 
have to have some type of adjustment 6n that space. Verify his square footage and that he is 
paying $2.00 per square foot. Just reche'¢k that. 



• 

• 

• 

Senate Appropriations Committee 
HB 1018 Commerce Subcommittee 
03-21-2011 
Page 8 

Chairman Grindberg: Currently that is something that the North Dakota Trade Office 
negotiates with, I'm assuming, NDSU. Department of Commerce I don't believe has been 
involved with that negotiation. 

Justin Dever: Section 24 is grants for early childhood facilities. The Governor had 
recommended about $520,000 for this purpose. The House had reduced it by $400,000. 

Senator Robinson: We need to have child care and we need to have a sufficient amount. 

Justin Dever: Sections 26 and 27 repeals the chapter 15-6 of the century code, that's Centers 
of Excellence, repeals it as of August 1, 2023. What they left in place was basically Commerce 
is responsible for the continuation of monitoring and distributing the funds. Section 28 was the 
expiration date for the bio-fuels blender pump and section 29 is an emergency clause for the 
$900,000 for the operation intern program and that is to deal with summer internships. 

Chairman Grindberg: What I wanted to do next is move into discussion on thee-folio concept 
that passed out of here that was an interim bill that's now in the House. I'm anticipating that 
the House is going to either kill that bill entirely or strip e-folio out. The second things I wanted 
to accomplish today was to see if we are on the same page between Commerce and 
workforce and setting up a pilot with a regional approach to e-folio and whether that regional 
proposal as we know it with the costs that are associated with that earlier in the session are 
one institution, two institutions in the region, how did we come up with those numbers and then 
decide how to proceed with that for a full scale pilot project whether that's 1 campus or 3 
campuses in a region, and the once we figure out where we are at we can go back and get 
some insight from the gentlemen who presented to our committee and figure out what we need 
to do. 

Beth Zander, Director, Workforce Development Division: In conversation with Eric we 
asked what would it cost to deliver these services or purchase these services in one quadrant 
to the state, he responded that 1 /3 of those costs that you see on there so I built the fiscal note 
based on that. All that was asked is a quadrant, and I presume 2 campuses. I think that 
because we have to bid this out we'll have to build the scenario that we want. 

Senator Robinson: We talked about it in terms of the potential and the concept and that's 
where we left it. Keep us posted. 

Chairman Grindberg: As I understand it State College of Science is using a portion of this at 
the present. 

Beth Zander: I believe Valley City has something, have they got a piece that they developed 
or is there some division that is using ... 

Marsha Krotseng, NOUS: I understand you are doing something but your sense is there may 
be some interest in possibly exploring . 

Senator Robinson: I could find out I'll follow up on that. 
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Chairman Grindberg: How we are going to fund that? Marsha if you can work with Beth to 
figure out if we went with 2 institutions, a 2 year and a 4 year and given that science is already 
in part of this, I'm not sure what aspects they are using but certainly there must be a cost 
savings because they are already in the system and I presume that all the students are 
working through that system. If we could find out under that scenario what would the cost then 
be for an estimated range for an RFP. 

Beth Zander: It should benefit educators, students, and business. How in depth do we want to 
go with those components could affect the price. 

Chairman Grindberg: I'm not so interested in the educator, I'm more interested in the student 
employer and from a policy perspective being able to pull what their academic strength is and 
model that against the needs of the workforce. 

Senator Robinson: Wahpeton might have some advice based on their initial experience 
working at least to some degree here. I will follow up with our campus right away. They might 
be getting back to you Marsha on how these things work. 

Beth Zander: I believe with a pilot we don't jump in. 

Marsha Krotseng: Not looking so much to interface with what the educators are doing 
because if we are talking about that then we are probably talking about trying to interface it 
with one of the learning management or other systems and that's definitely going to add to the 
cost. 

Senator Robinson: If this pilot works we extend it to 3 or 4 more institutions or all or whatever. 
Then down the road we might look at this educational component, but I think now the benefit to 
the students is really priority. 

Chairman Grindberg: I suppose we would have to determine what a reasonable reporting 
time for the pilot and the data probably would be ... 

Beth Zander: I would plan to wrap up by December 2011. 

Chairman Grindberg: We'll meet again on Wednesday. 
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This is a subcommittee hearing for the Dept. of Commerce budget. 

Minutes: I You may make reference to "attached testimony." 

Chairman Grindberg called the subcommittee hearing to order on HB 1018. Subcommittee 
members Senator Holmberg and Senator Robinson were present. 

Sara Chamberlin - Legislative Council; Tammy R. Dolan - 0MB. 

Chairman Holmberg introduced John. C. Schuller who is a RQ-4 Global Hawk Unmanned 
Aircraft System (UAS Program) Manager for the Aerospace Systems sector of Northrop 
Grumman Corporation in Rancho Bernardo, California and asked him to give the committee a 
background of Northrop Grumman and North Dakota. 

John C. Schuller - Northrop Grumman: Northrop Grumman takes ND very seriously to say 
the least. In a very short period of time, Northrop Grumman has built the most advanced 
unmanned aircraft on the planet. There is future technology out there and I will tell you that the 
future is here and now. At Grand Forks Air Force Base, we're getting ready to put in the 
Global Hawk which is a 100% autonomous aircraft that is not fly by or stick and rudder like 
other types of aircraft. It's fly by computers. Being 100% autonomous, the pilot can tell the 
airplane, with one mouse click, can tell it to take off. The plane will fly 30 hours, fly its mission, 
come back and land within 9 inches of center line on the runway and not have to talk to human 
being the entire 33 hours. It's the only aircraft that can do that on the planet. With what's 
happening now in the world, just in the last few weeks, the Global Hawks are currently flying 
over the Japanese nuclear reactor. They are also flying over Libya. Two weeks ago, we didn't 
think any of this would be possible. We're now sending more planes from California 
immediately to supplement the planes that are in Guam and Sicily - where some of these 
aircraft are flying out of. 
But what I wanted to say here today is, for the last two years, I have been in charge of doing 
the preliminary groundwork and hiring the employees in getting ready to deliver an aircraft here 
from Northrop Grumman Corp. On 15 April, we're going to deliver our first ground shelter to 
the Grand Forks Air Force Base. It's a $21M system that will be installed at Grand Forks and 
the pilots will sit in that shelter controlling airplanes around the world. The first two planes that 
the pilots at Grand Forks are going to control will be flying over Afghanistan 24 hours a day, 
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seven days a week. And those two planes are literally internet routers and com packages in 
the sky that allows all our ground troops·to communicate on the other side of the mountains in 
Afghanistan which they could not do until last September when we started doing this. This is a 
very important Department of Defense mission and Grand Forks is going to take over that 
mission completely. The first of eleven programmed Global Hawks are scheduled to arrive 
here on 26 May. We're trying to get the Global Hawk here in time for Senator Conrad's UAS 
Summit that he's holding in Grand Forks. Our company has 120,000 employees and we're in 
all 50 states and 24 countries, but to be able to come into Grand Forks and lease or buy a 
license and have an office at the Center of Innovation on the campus of the University of North 
Dakota; to be able to do that for our company and to allow us to expand on the eastern side of 
ND, since we're already on the western side of ND, that will really allow us to have a soft 
landing into Grand Forks. Once we were established on the campus at UND at the Center of 
Innovation, to be able to have an office there and literally network around the town and county 
and have a set up there because we didn't have office space at the Air Force Base yet. That 
made it incredibly easy and attractive for our company to not only set up the operation there, 
but so we are currently meeting with the UND on trying to set up a training program for 
international pilots of Global Hawk. 

Next month, Northrop Grumman is getting ready to sell its first Global Hawk to a foreign 
company which is Germany. The aircraft is called Euro-Hawk and Germany wants to buy 5 
Global Hawks. The North Atlantic Treaty Organization wants to purchase 8 Global Hawks, 
Japan was budgeted, until the tsunami hit, for 3 Global Hawks as well Singapore and Australia. 
We've never delivered any of these planes internationally, so that is coming this year and 
coming along with that is the requirei:nent for pilots. Currently, Beale Air Force base in 
California is the only school that can train the Global Hawk pilots, and they're maxed out. They 
don't plan to do hardly any international training for foreign military pilots. UND is the only path 
to that. At California, Northrop Grumman is the one that has the contract for instructors that 
actually teaches the course. They can come into UND and be comfortable with that operation 
and be there with all that innovation, which is incredible. When I see all the young kids there 
thinking out of the box like I've never seen before. You have a unique set-up there with the 
Centers of Excellence and the Center for Innovation. I'm here to say thank you to the state for 
the support that you've given, not only to our company on the east side, but also in western ND 
in New Town where Northrop has had for 40 years has had a cable assembly and 
manufacturing plant. 

I'm here to stay, "You all are doing it right." I just came from spending 1 O years in a state that's 
not doing it right. I just moved here from California and the last thing I'm going to do is tell you 
how to work your budget because coming from California, ii probably won't have a lot of 
credibility talking to state government about how to work a budget so I won't do that. But I do 
want to say that you're pro-business attitude here has been noticed by Northrop Grumman and 
North Dakota is really on the radar screen for Northrop Grumman. Upper administration 
wanted me to pass along how we are not only going to set up an unmanned plane and provide 
this service to the Air Force on a long term basis, but we're also looking at expanding training 
programs that will benefit Northrop GrJ,Jmman and North Dakota. I'm here if you have any 
questions or want me to clarify anything, I'd be happy to. 

Senator Robinson asked about the cost of the plane and wanted to know what his 
relationship with the unmanned planes that are being manned out of Fargo. 
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John Schuller: The cost of the Global Hawk system, called a UAS, an unmanned aerospace 
system which consists of the aircraft, the shelter to control the mission, the shelter to control 
the take-off and landing as well as the back end, the exploitation part of the system. The 
typical cost of the system, of one plane, is $100 M. The sensors you're getting in Grand Forks 
is called an MPR tip. It's the most advanced reconnaissance sensor on the planet and it's only 
coming to Grand Forks. Your state, your local community, and your congressional delegation 
- if it wasn't for them, if it wasn't for all the efforts since 2005 to save the base, to do the UAS 
transition, you wouldn't .be getting this over a billion dollar program coming just for the UAS' 
that are coming here. The three shelter systems that you're getting in the next 18 months are 
$21 M plus I just hired 29 people in the last several weeks and 25% of them were from ND. 
The potential here for the unmanned missions is incredible. In a very short period of time, the 
University of North Dakota has overcome the New Mexico State University in Las Cruces; they 
used to be the premiere UAS center in the United States and I've dealt with them for 10 years. 
North Dakota has clearly become the ·1eading state for unmanned programs in the United 
States. That took a lot of work and a lot of effort and it's really paid off. If you hadn't made all 
that effort to save the base, none of this would be happening. 

Senator Robinson: What's the relationship or what kind of vehicles or planes that they are 
using in Fargo? 

John Schuller: The planes that Fargo flies are built by our friendly competitor General 
Atomics out of San Diego. They're called the Predator. It is a weaponized aircraft that has 
bombs and missiles and is remotely controlled from Fargo. And Fargo is flying these planes 
overseas on a 24n basis. They're flying non-stop out of Fargo. Fargo also plans on having 
six Predators up at Grand Forks for operations and support. The limiting factor for the 
Predators flying out of Grand Forks is that you don't have sufficient restricted airspace like they 
do in Nevada and CA. Any unmanned airplane that flies below 18,000 ft. in the United States 
has to fly in restricted airspace. That's because they don't have what we call "see and avoid". 
The limiting factor of unmanned airplanes flying in the United States is that they don't have 
"detect sense and avoid". "Detect sense and avoid" is the Holy Grail of unmanned operations 
in the entire world. Whatever company, whatever university, whatever think .tank, whatever 
research lab that comes up with a suitable "detect, sense and avoid" system for unmanned 
aircraft will be right up there with Orville and Wilbur Wright. 

Senator Grindberg: That's part of the NextGen mission? 

John Schuller: It should have been. NextGen is mainly about the airspace. The FAA has not 
come up with specifications to detect, sense and avoid. Northrop Grumman has developed a 
first generation detect, sense and avoid that we're going to put on the Global Hawk and sell it 
to the Navy. That is not going to be a FAA certified detect, sense and avoid system and only 
because the FAA has not published regulations on what is required for detect, sense and 
avoid. What I mean is "Will an unmanned plane have to avoid a manned plane by a mile or 
half a mile. Will they have to be able to see it day or night? Will they have to be able to detect 
it when the unidentified plane is coming out of the sun? There are all those technical 
specifications that haven't been solved yet. The FAA hasn't designed yet. 

Senator Grindberg: The goal is by 2020? 
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John Schuller: Yes, and I heard the FAA say that several years ago. That's going to be a 
challenge. What the state is doing now, the funding at your Centers of Excellence that allows 
me and Northup Grumman to do a soft-landing here in North Dakota. In other words, it has 
really made it easy for our company to get established and operate on this side of the state. 
The experience that Northrop Grumman has, you can easily leverage that with other 
companies in the state and around the world. We've already sent two teams out here since 
September at the Center of Innovation on the campus at UND to meet with groups there, to get 
established and set up a training program to include not only UND but other areas in town. 

Chairman Holmberg: You mentioned hiring 29, what do you see happening over the next 2 
years. 

John Schuller: I have 29 right now and the plane hasn't even come here yet. Right now the 
Northrop Grumman forecast is that within 24 months, I should have over 100 employees 
because once you start getting the planes here, once you get the shelters set up, the first set 
of shelters is going to be for the planes over in Afghanistan. With the next set shelters, we're 
going to be controlling planes literally all over the world. That will require additional technical 
support. My team provides the technical support to the Air Force. There are certain things 
the Air Force can't do to the black boxes on the airplanes. They pull them out to replace them 
and can't fix because they don't have any test equipment. Or they can't open them up to 
check the card. Our group is contracted to the Air Force - 29 people and you don't even want 
to know what my operating budget is a month. It's around $SM. The economic impact -we've 
already noticed that some of the homes that I've been looking at are starting to get eaten' up 
by the guys that are working for me. It's not just the fact that I should easily have 100 people 
in the next two years. It's what other systems can come here. Once you get a UAS system 
set up in there, you now have the leverage to get another UAS system here. In addition, UAS 
unmanned aircraft blend in very well with tankers, blend in very well with bombers. That's a 
good mix so there's no conflict there. You all are doing it the right way. Your state working for 
the unmanned program, I think it's going to pay off. Keep going. You need to be aware that I 
seriously believe that there could be another Base Realignment and Closure (BRAC). I really 
think there is one on the horizon and once again, you need to be prepared to protect Minot and 
Grand Forks because you don't want to wait until it's too late. Now is the time. I still have a 
house in New Mexico from a base that got BRACed. They canned the base, and it was put up 
for closure the same time your base was in 2005. I had a house there. I was already out in 
California, but I still had a house in NM. My wife said they're closing the base. I said "Don't 
underestimate the committee of 50 to can the Air Force base. Now special ops command has 
come to town; the community invited special ops command from Florida to come out there and 
take a look at the base. They gave them a helicopter ride. The general said that this looks just 
like Iraq, I'll take it. And now they're going from 1700 people to 8000 people and that was on 
the same BRAC list as your base was. So once again, it's the community support. I can 
promise you, you wouldn't have your base in this state if your local state and congressional 
delegation didn't want them. They'd be gone. Congratulations on saving that base. This is 
one of the finest military bases on infrastructures. So there's been a lot of money spent on that 
base. I hope I've given you kind of an idea of what a company looks for when they come into a 
community. They don't want to just come in and be part of the military. They want to come in 
and be part of the community. We want to add and contribute to the economic development of 
the area. 
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Senator Grindberg: How much does an F-22 Raptor cost? And John Schuller replied that 
an F-22 is about $250M. Senator Grindberg: The Global Hawk is a $100M. 

John Schuller: It's hard to believe, but high altitude and reconnaissance technology - just the 
lens on the Global Hawk, just the camera lens, is a cultured crystal grown in Italy that costs 
over a million dollars. That's just the lens on cine of the sensors. 

Senator Robinson: You were talking about the various components of these unmanned 
planes being built all over the country. 

John Schuller: The fuselage for the Global Hawk is built in Mississippi; the wings, 130 foot 
composite wing is built in Dallas, TX; the composite tail is built in West Virginia. When you 
think of the states, West Virginia's senatprs were very strong supporter, Mississippi's Trent Lott 
comes to mind; Robert Byrd of West Virginia; Dick Army in TX. When you want to recruit 
corporations and recruit their business, the way to do it is to have congressional delegations 
that are interested. In four months here, I have met every elected representative including the 
congressional delegation and in 10 years, I don't ever remember a senator coming out to the 
Air Force Base. I thank you very much for your time. I really appreciate it. 

Senator Grindberg: Thanked him for coming. We are going to meet at 4:00 again today as 
a committee. He asked Andy Peterson, President of the ND Chamber of Commerce to come 
today and wanted to know his thoughts on an envisioning committee and putting together an 
amendment that would have commerce involved with an envisioning competitiveness study or 
planning effort to assess NDs position a·nd challenges for the next decade. 

Andy Peterson, Pres. ND Chamber of Commerce 
We've begun talking about what's next. There is an up cycle and a down cycle. Fortunately, 
ND is in the up cycle and clearly what Mr. Schuler is talking about really comes into play when 
we talk about businesses being here in'ND. It's the tax structure, it's the regulatory structure. 
It's the legal environment that attracts businesses to stay or to come and stay. These are 
some of the things we've admired and like and think our state is very fortuitous in having. 
Anybody who is leading a company out there is always looking for the next thing. You don't 
want to start planning when you're at the top of the cycle. That's too late. You want to start 
planning when you're moving up the cycle to see where you're going. Where is our state going 
next? What are we doing next? What l<ind of industries do we want to attract? What is it that 
is all about ND? Our organization is going into long-term strategic planning session in early 
June. I'm looking at how we can help lead the way in that. I'll just leave it to Senator Grindberg 
and I'll respond to any questions. 

Senator Grindberg: I would see this as a private sector led effort that maybe has involvement 
with Commerce and maybe appointment of a couple legislators, but it is really private sector 
led that reviews and understands and makes recommendations on higher education, taxes, 
business development and those types of approaches. For the last 8 years, we've had 
comprehensive legislative business congress which is a 4 year practice - largely legislative 
led. The timing of Andy's arrival as the president of state chamber that we got to have this 
discussion about more private sector led from the standpoint of where does the state need to 
be in 10 years. There are some pretty diverse opinions on higher education itself that when 
you bring movers and shakers and even CEO level perspectives across the state together kind 
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of gives a different perspective than what we argue and debate here every two years whether 
it's higher education or tax policy 

Andy Peterson: He shared an anecdote about a new restaurant and the positive comments 
made a huge difference in business, If you want to know what people's opinions truly are, 
you have to ask them out of the limelight. If you talk about CEO personalities and types, they 
meet legislators and tell you what they think you want to hear. But if you really want to know 
what they want to hear, visit with them privately, understand where they're at, understand their 
needs and they'll provide that kind of leadership, It's often times not in front of a committee, 
It's not going to be in front of a camera. It's going to be the kind of discussion that takes place 
honestly and openly in the environment that is right for that. When we talk about the private 
sector leading this kind of planning, I think you're looking at a different kind of thing. Not that 
they'll all be cooperative, but certainly they have strong opinions and will be if you give them 
the right environment. 

Paul Govik, Acting Commissioner, ND Department of Commerce: The Economic 
Development Foundation does this strategic plan that we report on so we provide information 
on that. It seems to me, what's being discussed here is probably broader than that and is a 
bigger picture and probably incorporates things besides primary sector and a certain focus that 
we have with the Foundation and with the economic development strategic plan. That's 
where I'm thinking this is going and obviously we can work with the Chamber. We can work 
with the private sector and would be more than willing to help out anywhere we can with this 
idea because we also agree that good planning and good plans are very beneficial. We need 
to do that type of thing. It's always good to look over the horizon. One thing we know is that 
it's going to be different than what we expect but if we don't work on that, we'll never have a 
real handle on that. I think it's an interesting idea. 

Senator Grindberg: These are unprecedented times. You look at the state's budget situation 
and now there's going to be an initiated measure on ballot which will be interesting to watch 
over the next two years. The Legacy Fund that some claim could be $4B fund in 4-5 years. 
We've had discussion this session on oil extraction tax rates. There is consistent debate on 
higher education. They are all key components of our economy and our livelihood here, so it's 
really time to have a private sector CEO led visioning and competitiveness discussion 
alongside what could be here in two years. Certainly the legislature can be involved. 

Paul Govik: The previous ones that we have been involved with were, when times weren't so 
good, so this is different. It's a whole different perspective, but there's probably just as much 
sense to do it at this juncture as it is when things aren't so good. You can make many of the 
same arguments, though because things that we should be doing and thinking about when we 
are in this financial position too. Not just when it's negative, so it makes sense to me. 

Senator Grindberg: Our primary agenda item was to meet the gentlemen from Northrop 
Grumman. I hadn't planned on having a separate meeting on blender pumps. I think there is 
consensus amongst the subcommittee that carry forward and then the clarification on the 
language is that we'll act accordingly on. We had talked about child care and I would like to 
spend this afternoon's meeting this afternoon on childcare. Tomorrow we'll pick up on Centers 
of Excellence. 
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Chairman Grindberg called the subcommittee together for a hearing on HB 1018. Senators 
Holmberg and Robinson were present. Tammy R. Dolan, 0MB and Sara Chamberlin, 
Legislative Council was also present. We will reconvene. We will pick up child care. Child care 
related funding Testimony attached # 1. General fund money provided in 5 different areas. 
Reading from the child care funding. 2nd biennium child care provided. Who would like to give 
an overview of Commerce's perspective? 

Paul Govik, Acting Commissioner, North Dakota Department of Commerce: I am not sure 
how Representative Hawken has that planned to be spent. I don't have a good handle on that. 

Chairman Grindberg: Can you provide us any documentation in the House Appropriations 
Committee that might have an outline of that? 

Beth Zander, Director, Workforce Development Division: What I can tell you is that the 
funds that were allocated last biennium got accomplished what was needed for 18 months, the 
difference is based on the expectation that would occur for 24 months. 

Chairman Grindberg: I'm not sure that's apples and apples. I have on my sheet $1.25 million 
and 5/100 of $1.75 million, roughly $1.8 million in general fund for the 09-11 biennium for 
Commerce judging by what's on this spreadsheet. 

Beth Zander: The money went through OHS last year. 

Linda Reinke, Child Care Resource and Referral: Last year the legislature approved HB 
1418 which put in place under the Department of Human Services a childcare recruitment 
training and retention effort. They provided one time funding for that at $3.6 million and that 
was as Beth said, for 18 months and the $4.9 million is extrapolated to 24 months. What we 
promised to do during that time was to recruit 110 family childcare providers and 20 centers 
and we are near that point. We promised to train those childcare providers so it's not just 
grants that we are providing them to support their services, but we are also providing technical 



• 

• 

.Senate Appropriations Committee 
HB 1018 Commerce Dept subcommittee 
03-28-11 
Page2 

assistance and training and we also promised to retain, work with 90 family childcare providers 
and 10 centers and we've reached that goal at this point. We feel this is an important project 
given the lack of availability of childcare and some of the issues that we have with turnover in 
the childcare field and Fargo 2 years ago experienced a great deal of turnover. What we see 
with the small family childcare providers, the in home industry, they have about a 17% turnover 
on an annual basis. We in the state are ·spending a lot of money recruiting and regulating and 
inspecting the new providers and bringing them into the system but not doing a whole lot on 
retaining them. The data that I have in front of you (attachment 2) on the second page shows 
the recruitment efforts in the various counties that we have worked and the number of 
providers and the number of spaces that we have increased childcare in the state. The second 
page talks about the workforce training and that was, we put in place with some of the stimulus 
dollars an online training system for childcare providers and they can receive up to 120 hours 
of training online. With that they can get their child development associate credentials which is 
a highly honored credential in the early childhood community and is recognized nationally. 
We've also worked with the University Systems and have articulated that 120 hours into a 2 
and 4 year degree so that it's just not for not the training that people are receiving. The last 
page shows the retention efforts and the various counties that we worked with. Again our 
objective with the people when it comes to retention is that we want them to become 
credentialed. We know that having trained childcare providers is the number one factor for 
quality in the childcare industry. · 

Chairman Grindberg: You mentioned the $3.6 million, was that general fund money? 

Linda Reinke: That was stimulus dollars, ARRAs. It was one of the only times that stimulus 
dollars was attached to a bill that was passed. 

Chairman Grindberg: I presume then that there is $22.3 million for the 09-11 biennium. That 
$3.6 million would be buried in that number? There is nothing on the sheet that's specifically 
$3.6 million. There is $22.3 million for the department, there is $892,000 childcare transition 
assistance, head start $262,000, and early childhood contract providing training technical 
assistance of $6.3 million. I'm going totals, not general fund. The total general fund is $2.5 
million so presume that that number is ... 

Linda Reinke: We are contracted by the Department of Human Services to carry out this 
function. 

Chairman Grindberg: Did the department request this money be put in OHS? Linda Reinke: 
No. Chairman Grindberg: Was there discussion; were the providers happy with one time? 

Linda Reinke: In my judgment and in reports we've received is that the providers want more of 
this service, and the communities need this kind of support to build a supply of child care. They 
are very anxious to continue their training and technical assistance and onsite support, but 
also the communities are interested in building childcare capacity. Berthold and Minot are 
putting in a center. We are one of the unique offices in the state because we know all things 
childcare. There is nowhere else that people can go if they are interested in starting a childcare 
or even assessing their community of their childcare needs. We've been working heavily in 
Williston and Dickinson, I am responsible for western North Dakota and my counterpart is 
responsible for eastern North Dakota. They likewise are working at the same effort. These 
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dollars were divided equally and we've both moved them forward so the data that you see is 
collected and put together, so to answer your question, yes, we see a strong interest in 
continuing. 

Chairman Grindberg: From my perspective, if the department didn't ask for it and it's not on 
an OAR, then it's kind of contrary to, you're the expert, but yet, what I'm trying to understand is 
the reason we asked for this is it seems like we've got programs going on and growing in a 
number of different agencies and it on the surface doesn't appear like it's very well 
coordinated. That's my personal opinion. If there is a need and you didn't request it, or it was 
requested and it's an OAR that would give it credence that it is a priority. I understand your 
answer, but I'm just trying to get a flavor because we have other executive budget 
recommendations on gearing up for Kindergarten, and then of course Headstart. I'm just trying 
to get a feeling for the priority and the number that was chosen when there was no request. 

Linda Reinke: We did work with the Department to consider it as an OAR, they opted not to 
do it, but we feel the work is extremely valuable. It's something that hasn't been as cohesive in 
the past. We've been able to put together a very tight system that we can deliver across the 
state so any community can come to us and we bring the business in and help them get 
started at the beginning with a business plan and we train them right off the start and then we 
continue to support them as we move forward. We feel our service is valuable. 

Paul Govik: Spoke to attachment 2. 

Chairman Grindberg: Paul, are you staffed to handle another $5 million in activity? 

Paul Govik: If that comes to us that would be a pass through is our understanding. 

Beth Zander: My understanding is it would be an RFP. 

Chairman Grindberg: Do you have a spread sheet that would provide the activity? 

Paul Govik: When we were working with the Governor's Office on the budget we were trying 
to come up in consultation with them what made sense based on the performance up until that 
time. Dean is here with the development fund and he can give you a run down on what's 
happened and what is outstanding with the development fund concerning childcare. 

Chairman Grindberg: I think it would be helpful to have a 1 page summary of the portfolio. 

Dean Reese, Development Fund: Spoke to attachment 3. 

Chairman Grindberg: Anything on the grants? 

Paul Govik: Spoke to attachment 4 and 5. 

• Chairman Grindberg: What is the aver_age award? A couple thousand dollars? 

Paul Govik: We were restricted to $5000 for infrastructure grants and $10,000 for business 
plans. We had a couple projects come in that could have used upwards to $14,000 but we 
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weren't able to fund that much. One of the nice things that also happened was some of the 
projects came in cheaper than what they anticipated so there was some savings there and 
that's why you see only the 456. We originally had about $480,000 that we had committed 
because projects had come in cheaper and some had dropped out. It's probably safe to say 
the average is $3, 4, 5,000. 

Chairman Grindberg: Sarah, could you put together a list of the $3.6 million with what that 
current status is on the Human Service budget and where it is going? 

Paul Govik: It's my understanding that that $5 million is more geared to the workforce, not the 
buildings, not the egresses windows. That is not the purpose that I understand. 

Chairman Grindberg: I have no other questions on this topic. 

Paul Govik: On that remaining, that child development credential grants that was the one item 
the Governor's Office did propose. The House took that out. Do you want some information on 
that? 

Beth Zander: Spoke to attachment 6. 

Chairman Grindberg: We have waiting a few minutes, Al Palmer notified up that he was 
coming today to visit with the Adjutant.General so he asked if he could have a little time to 
update us so we are going to connect with him at 4:45. Are there items that you would like to 
take a little time on? Not to put Beth on the spot, but maybe talk about e-folio. 

Beth Zander: I haven't seen any action on that yet. 

Linda Reinke: If I may, one of the things that we have done in spending out the $3.6 million, 
we have done grants to childcare providers when they come into our system and when they 
leave, it's not methodical about how the money is going to be spent, it will show a heavier 
amount that's been spent that is the design of the project. 

Chairman Grindberg: Are you facing a deadline of June30 use of the funds? 

Linda Reinke: Yes and the project was designed for a 18 month. 

Chairman Grindberg: Has it been discussed to have carryover authority? Do you need more 
time? 

Linda Reinke: We have very thoughtful in planning in spending these dollars. They are on 
target to complete their plan in April, May and June. We are in the heavy end at the end of the 
cycle. 

Senator Holmberg: You have on here Slope County, how much need is there, what kind of 
numbers are we talking about? 

Linda Reinke: In Amidon, need for a childcare facility. If people are living in Amidon and 
driving to Bowman or Dickinson, they are having difficulty finding childcare. We are working 
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with them, they had one, it closed. There is a need in the small communities. People are 
working in Killdeer, driving to Dickinson and coming back to Killdeer to work and then go back. 

Paul Govik: The Energy Division includes 2 FTE's and the operating cost associated with 
those FTE's. The other item is the North Dakota American Indian Business Development 
Office, the base budget has $100,000 in it for that initiative and we requested an additional 
$100 because this biennium we have run out of dollars. As far as the Energy Division is 
concerned what we feel is the most important part of that is that we feel it's extremely 
important to be proactive as opposed to reactive and I would concur with many individuals that 
said Shane did an excellent job dealing with the road study, the housing study, and some of 
the infrastructure work that he and I were involved with this spring and into the summer. 

Chairman Grindberg: We have some hearings Wednesday morning and then Thursday we 
will 'probably be in all day hearings. 

Al Palmer, University of North Dakota Center for Unmanned Aircraft: We have been 
working for some time to develop a cooperative airspace. It's called limited deployment 
cooperative airspace project. We have been working with Mitre out of Arlington VA and Mitre is 
a federally funded research and development center of the FAA. UND, 2 weeks ago signed a 
memorandum of understanding with Mitre so that we could continue this project. We have 
requested funding from the state of North Dakota to help kick this off. Mitre has agreed to bring 
in approximately $2 million a year, federal money to support this project for 2 years. That 
money would be used to bring in an aircraft into the state that is an optionally piloted aircraft 
that we can fly from the ground but at the same time have a pilot inside the aircraft for seeing 
avoid and also to develop the software for a box that would fuse the data from the Grand Forks 
Air force Bases and radars that we would be using from the North Dakota National Guard as 
well as developing software that would 'allow the unmanned aircraft to maneuver if they sense 
another aircraft in the area . 

. Chairman Grindberg: You mentioned the $4 million from Mitre and we have $4.5 million of 
state money that's been in the works here with part of the Centers of Excellence program. How 
would this $8 million be broken down in"a simple description? 

Al Palmer: The money that would come from Mitre would be for their engineers and to 
develop software and actually build that fusion box and also to bring in that optionally piloted 
aircraft to fly. 

Chairman Grindberg: The FFA legislation funding bill is that House version the same as the 
Senate on 4 zones? 

Al Palmer: I don't know where we are at on that. I suspect it will be somewhere between 4 and 
6 . 

Chairman Grindberg: Will Mitre have a role in every one of those zones? 

Al Palmer: I think if we are the first ones to get selected then Mitre has signed an agreement 
with us to partner with North Dakota to make this happen. 
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Dave Sprynczynatyk Adjutant General, ND National Guard: This is very important to North 
Dakota and the North Dakota National Guard, as I stated before we have our wing at Fargo, 
we have an authorized element to be establish at the Grand Forks Air force Base, but until we 
have the air space that we need, we ar~ not going to be able to implement that authorization. 
It's called watch and recovery element and from our perspective we hope that we can do 
everything possible to open up that air space so that we can begin to do the things from a 
guard perspective that we are authorized to do but can't because of airspace. 

Chairman Grindberg: There was some discussion last week about the sentinel radars. Any 
update on the radar? 

Dave Sprynczynatyk Adjutant General: This past fall we had 3 radars set up with UNO to do 
a pilot project in northeast North Dakota. Personnel from ND and FL that operated the radar to 
support the work that was being done. Looking some time next summer or fall or early 2012 
we would be able to support a continuation similar to what we did before. That is the general 
time frame that we are talking about, roughly 3 weeks. For us ii becomes more challenging the 
closer we get to 2013 only because that unit has a mission that they will be deployed. We don't 
know at this point what the status of that radar is going to be. 

Chairman Grindberg: At this point of the session it's important to be on the same page. We'll 
close the subcommittee meeting and· we will start at 11 :00 on Tuesday on Centers of 
Excellence . 
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Subcommittee Chairman Grindberg called the subcommittee hearing to order on HB 1018. 
Subcommittee members Senator Holmberg and Senator Robinson were present. 

Sara Chamberlin - Legislative Council: Tammy R. Dolan - 0MB . 

Paul Govik, Acting Commissioner, ND Department of Commerce handed out 
Technology-Based Research Proposal 2011-2013: $18 million - attachment# A 
Centers of Excellence Program 2011-2013: $20 million - attachment# B 

One side has the proposal based at $18M and if you add the Workforce Enhancement Grants, 
that's another $2M so that's $20M. On the back side of that page is what was proposed in the 
Governor's budget, so we have both of those here. We've been having some discussions on 
this and currently this is where we are sitting in some general agreement with the discussions. 
You can see the Research Centers of Excellence, that incorporates NDSU and UNO and that's 
for $13M. As a component of that, we have Eminent Researcher Grants for $1M and the 
Capstone Demonstration Project for $4M. Entrepreneurship Centers of Excellence is at $4M 
and support is for $1 M and that's technology, investments and loans. That's a general 
overview of the discussions that we've been having. 

Chairman Holmberg: We will not put everything to bed until we go back and re-visit the 
infrastructure grant section that the Governor had in his budget. 

Paul Govig: We'll take that into account. We just assumed you'd want to see some of this as 
a starting point. 

Justin Dever, Manager, Office of Innovation and Entrepreneurship, Dept. of Commerce 
Handed out proposed amendments (draft form) to HB 1018 - see attachment# C. 

He explained that the top portion is the change in the appropriation levels and reflects the 
$13M level general funds that the Governor had proposed for the Centers of Excellence. 
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The section 5 amendment - the House had removed the COE (Centers of Excellence) 
commission. This part of the amendment would restore the COE commission which we do 
utilize later on in the amendments. Page 1 & page 2 keeps in place the COE commission and 
the commission's role with the distribution of funds to the current centers as well as postaward 
monitoring. The House had amended that to basically give that responsibility to the Dept. of 
Commerce. 

In page 2, where it says, "Page 8, replace lines 3 through 6 with:" That was included by the 
House as alternative to the current audit requirement. It requires fiscal audits twice; once at 
the midway point and once at the end. The House did specify what the agreed upon 
procedures must include. 

Page 3 It's still titled, "Centers of entrepreneurship excellence", although we have heard 
comments that we shouldn't utilize the.COE name in this and we're open to suggestions for 
that. This section would allow institutions under control of the State Board of Higher Education 
that are not research universities to access these Entrepreneurship Excellence grants. 

The appropriate use of funds would include grants to establish new entrepreneurial centers 
within the eligible institutions for enhancing the ability of existing entrepreneurial centers to 
assist entrepreneurs in growing their business. The Department of Commerce is to work with 
the COE commission establishing guidelines to qualify for a grant under this section including 
the preference for an applicant that establishes the availability of matching funds. The 
commission is also to consider how a proposed grant award would help achieve the goals 
outlined in the ND Economic Development Strategic Plan. 

Section 13 -This is Centers of Research Excellence. For the most part, this mirrors what the 
Senate approved in SB 2057. Some of the changes on page 5 about the use of funds. We 
incorporated the House's amendments dealing with the annual audit requirements. 

Page 6 - The Eminent researcher recruitment grants - we utilized the language that was 
recommended in the original HB 1018 by the Governor. These grants would be to a research 
institution basically for start up costs in recruiting researchers. The version approved in 
SB 2057 would be used to fund endowments. This does not have the endowment component 
in that. We did include the Centers for Research Excellence fund. This was included in 
SB 2057. The original HB 1018 had just utilized the current Centers of Excellence fund 
instead of creating a fund. We thought we'd go with what the Senate had originally 
recommended. 

The next portion of the amendments - this subcommittee asked us to look at the Innovation 
2020 and the Technology Award matching investment awards portions and looked at 
combining them. We did discuss that internally. Our recommendation is instead of combining 
them, is to do away with Innovation 2020 and instead, just focus on the technology matching 
investment portion. We made a few changes to that. The bill, as it came over, included equity 
investments. Our recommendation is to broaden that so it not just equity investments, but 
could also include loans. It basically says investments. We also have put in there that they 
would have to meet the underwriting guidelines as established by the ND Development Fund 
Inc. The next amendments - the way that we funded our recommendation is that we did 
$13M general fund and that would be used for Centers of Research Excellence. The Governor 
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had proposed the carryover, $5M that was to be spent for the Great Plains Applied Energy 
Research Center. We restored that funding for Centers of Excellence type projects. We 
provided $4M for the entrepreneurship component - the Centers of Entrepreneurship 
Excellence and $1 M carryover for the ND Development Fund for that investment matching 
program. 

Chairman Holmberg: How does that square with what the House did on 1003? 

Justin Dever: It does not square at all. The House utilized $4.335M for BSC. 

Chairman Holmberg: In other words, we're spending the money twice at this stage. The 
Higher Ed subcommittee, if they go forward, will find another source of funds for the BSC 4th 

floor. In the workup that Brady is putting together, we will find that money. We're not going to 
take it out of this, so our committee will be fine. We're not going to double spend it. This 
doesn't mean that we may not fund the BSC 4th floor, it's just we're not going to use this 
money. This money belongs here. 

Justin Dever continued to go through the amendment and discussion was held on various 
programs at the Centers of Excellence . 

Senator Grindberg asked the committee of their wishes for additional meetings and said they 
have a number of items to cover. 

1) USS North Dakota 
2) Operation intern 
3) Energy Division - FTEs 
4) Work Keys 
5) Native American presentation 
6) E-folio 
7) Blender Pumps - carry forward language and clarification 
8) Nekoma option on land acquisition 
9) Additional House items 
10)Has background on competitive commercial real estate rates in Fargo. 

The North Dakota trade office, when it moved into 4300 sq. ft. at Barry Hall ended up with a 
$2/sq. ft. lease rate. That doesn't even cover utilities as well as other charges, so I propose 
that go to $8/sq.ft. which is about $8 below market. That would increase the trade office 
general fund of $60,000 for the biennium for at least covering the cost of maintenance and 
utilities. 

Senator Grindberg: One of the things I've noted is that. the creation of a division was not 
listed as- part of the discussion of the Commerce strategic plan, so I have a little heartache by 
creating a division without having it gone through a discussion about FTEs. The end game 
would be the same but do we need a division versus just an additional commission or an 
assistant commission for energy or something? 
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Senator Robinson: If the two or three of us could sit down a day or two before we request a 
formal amendments. I had to miss the daycare discussion yesterday because of other 
subcommittees meeting back to back in the Senate Conference Room. I need to get a handle 
on where we are and what options we have. I need to get a better understanding of the issue. 

Senator Grindberg: We had some discussion about the memo, and had a better 
understanding of what all that means and the funding. I can only give you my personal views. 
Aside from the funding, my preference. is that we need to support child care assistance in 
some form or fashion. I'm still not sold that commerce is the place for that, particularly after 
$3.6M in Human Services. I just have a hard time getting social childcare issues wrapped into 
the commerce budget which is primarily about business and growth. I understand that there 
are folks making the argument that it's part of economic development, I get all that. I'm just not 
sold that it belongs in Commerce. 

Senator Robinson: I'm concerned that in 'the end, it not fall through the cracks and if we do 
push it all into Human Services, the problem with that is there are too many folks that it's just 
another social program and that budget is mushrooming the way it is. It becomes at risk there 
as well. 

Chairman Holmberg: The concern is-that it's an area that grows all over. There is a bulge 
here and a bulge there and pretty soon you're growing programs all over the place. Just look at 
tobacco cessation. There are monies and nodules and efforts in a whole bunch of different 
departments. 

Senator Grindberg: Tomorrow afternoon at 4:00 with E-folio and Native American discussion. 

Chairman Holmberg suggested 3:30 because there last hearing is 3:00. 

Senator Grindberg closed the subcommittee hearing on HB 1018 . 
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This is a committee vote on HB 1018 relating to the Dept. of Commerce. 

Minutes: See attached testimony# 1. 

Chairman Holmberg called the committee hearing to order on HB 1018. 

Senator Grindberg handed out amendment 11.8160.02005 (see attached# 1) and read from 
pages 17 & 18. 

Senator Grindberg moved Do Pass on amendment 11.8160.02005. 
Senator Erbele seconded. 

Chairman Holmberg: In your subcommittee there was some concern and some discussions 
about the location of the childcare in the past was located in the Human Service budget. Even 
though there is stuff there, we are setting up another revenue source. Is that accurate? 

Senator Grindberg: I believe so. There are additional funding amounts in the commerce 
budget. There is at present $250,000 for loan assistance for early childhood facilities and an 
additional $100,000 for grants for early childhood facilities for providing technical assistance 
and business plan and infrastructure grants that are limited to $5,000. Those programs started 
in Commerce last session. The stimulus funding was provided in the Human Service budget. 
The action by the House would've provided $5M in collaboration with the Department of 
Human Services. I think there is a policy or question of what is the right entity that should be 
administering that size of a grant progra·m. In my opinion, Department of Commerce, through 
the development fund certainly can provide loan assistance with what they do with loans to 
small business. At the end, I think we'll have to decide which agency is most appropriate to 
administer a $5M grant. 

Senator Robinson: I appreciate the discussion because of the importance of child care. It's 
' out of here the House reduced the Human Services by millions and millions of dollars, so the 

chances of putting it in there are remote at best. What possible home is there for it at this 
eleventh hour of the session as we go into conference committee? Someone suggested 
yesterday that we look at the 0MB budget. Where are we going to turn to fund childcare? It's 
a statewide problem and the west in particular is in really a crunch time with childcare with the 
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oil impact. Visiting with professionals in the industry, they are at a loss of what we're going to 
do. 

Senator Warner: May I request a division of the amendment and that we vote separately on 
footnote #2. 

Chairman Holmberg: Yes, we can do that. Footnote #2 on section 17. If it fails or is not 
removed, there's no problem with it. 

Senator Bowman: If I read this right, the negotiations between this version and the original 
version is between $4,935,000 or $250,000, so it could be anywhere between those two in 
conference? 

Senator Grindberg: That would be my understanding. The House had an additional $65,000 
from the Great Plains Applied Energy Research that rounded that to $5M even. For all 
practical purposes, it would be the difference between $250,000 and $5M in conference. 

Senator Robinson: I support the package. I support Centers of Excellence. It wasn't my 
intention that we would reduce funding for Centers of Excellence, but I would like to see us 
fund daycare. The House did some things that we weren't excited about. They also took 
some dollars left over from the Bismarck facility and funded that fourth floor. We had to deal 
with that in higher education yesterday. 

Chairman Holmberg: Let's focus on the bulk of the amendment. That's everything except 
the childcare issue. We'll get that resolved, vote on it and then come back to the childcare 
issue. 

Senator Christmann: # 4 - the e-portfolio pilot project. Was that in the bill - or are we also 
doing that elsewhere? 

Senator Grindberg: Yes, it was in an interim bill that passed here at first half with no funding. 

Senator Christmann: #5 - the $100,000 to the American Indian Business Development 
Office. Are we just giving them money or is it for a certain thing or what? 

Senator Grindberg: It continues to advance the interest of the Native American Business 
Development activities from the executive recommendation. 

Senator Christmann: Where is this office? Senator Grindberg: In the Dept. of Commerce. 

Senator Christmann: Then jumping over to the 2nd page - they're not numbered but like the 
4th full paragraph, the vaccinology initiative. Who gets vaccinated for what? 

Senator Grindberg: It's not related to vaccines as you would understand it. It's an economic 
development related activity. It was a request from one of the colleagues up in the chamber to 
have a matching program for a local initiatives. It has nothing to do with vaccines. It's an 
economic development based component of a vaccine strategy that's being built in Fargo. 
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Senator Christmann: Based on that explanation, I'm not too high on that. I'm not too high on 
the energy position. We're talking about multi-billion dollar energy companies that in many 
cases have associations among themselves and I think are highly capable of doing this kind of 
thing. I know a lot of them like this because it's just that much less they need to do 
themselves. If they were out there on the ground with people that aren't working for their 
companies, they would find that the bad discussions about them having the taxpayers do their 
work and this type of thing isn't worth what they're getting out of it. In general, I think there has 
been some restraint shown here and as a package, I'm going to go along with this. 

Senator Bowman: Section 36 - the amendments under that section are exactly the same as 
amendments I drafted for the flaring bill. The only difference is that this is a "may" consider 
rather than "shall". The reason that we put "shall" in there was because of the importance of 
recognizing potential affects from this gas being up in the air and the EPA concerns about 
changing the environmental quality of our air. So I'm very interested in knowing why it was put 
in here as a "may" consider rather than 'lshall" do the study. 

Senator Grindberg: The only answer I have for you is how I request any other study is 
always "may". I never ask for a mandatory study. 

Senator Bowman: It already passed the Senate with every single vote "shall" study so 
something happened between how it came out of the Senate and whoever made the decision 
to change that and put ii in here. I'd sure like to know a little bit about this because unless the 
other bill was supposed to be killed, I don't know. 

Chairman Holmberg: Do you remember the status of the other bill? Do remember the 
number of that? 

Becky J. Keller: SB 2355. It failed in the House. 

Chairman Holmberg: So this is the only vehicle for that study. 

Senator Bowman: It's a 50-50 chance then. It's better than nothing. 

Senator Grindberg: If Senator Bowman wants to change a word, then we could have a 
debate on that or a vote. 

Senator Bowman: The oil and gas industry is so important to our economy. That is the one 
little thing that really could make a huge difference in the future is if we allow too many of these 
gas wells to flare and people start getting concerned about it from a public health issue, and 
the EPA can come in and say "I'm sorry, you're done until you get this problem corrected". 
That's why I put all of the players together and the industry is a part of that study. The Health 
Dept. was a part of the study and by bringing them all together, they should be able to come 
up with a solution that avoids us from ever going down that path of shutting down the fields 
because of too many flared gas wells. ,: 

Senator Christmann: I agree. This is a big one and I think it's important that each of us 
remember that and work with whoever is elected to legislative management to encourage them 
that this be one of the ones that they select, but we spend 70-80 days down here and on any 
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given day, whatever we're voting on, it seems like this one we need for sure and when we start 
putting a mandatory, we can literally end up with so many studies that we become a full time 
legislature. I don't think that's what the people want either so that's why we traditionally tried to 
keep as many as possible to "may" consider and go to work on your legislative management 
team that are elected. 

Senator Bowman: I understand exactly the position you just said but being I've been here for 
as many years as I have and know that these things are just like flipping a coin. You may get it 
or you may not. The importance of this issue to our state's economy was so important to me 
because I've seen the growth and I've also seen the amount of gas that's being flared. I've 
travelled this area many times and I put it as a "shall" for one reason, to make sure that we 
address the issue before it becomes something that we'll be sorry that we didn't address. 
That's why I made it a "shall". I know the choices that Legislative Council has in studying 
these and I know the process they go through to pick them but there's no guarantee at all that 
it will be studied. There could be a guarantee between now and the end of the next session 
that we could have a major problem because of the amount of wells that are going to be drilled 
in the next two years. Make up your mind. 

Chairman Holmberg: Keep in mind that no matter what we do, this goes across the hall into 
a conference committee and I agree 100% with what Senator Christmann said. The folks on 
legislative management, and I've been there before. They are not oblivious to the kinds of 
discussions and chatter that goes on in important bills as was this original bill. I know there 
was a lot of work done by the people who were on that subcommittee with those folks to try 
and come up with something that would satisfy as many as possible and they were mostly OK 
with having a study. I kind of lean towards what Senator Bowman is saying for only one 
reason and that is the Senate already passed language that said "shall". The Senate did that 
once. If we were to put "shall" in here, then the conferees would be in a stronger position and 
maybe they have to compromise on changing it to "may", but the House already turned down 
the "shall" once. So Senator Krebsbach wanted to move that in our deliberations on 
amendments .02005, that actually the language be changed to "shall study" and take out "may 
consider" studying. 

Senator Krebsbach: For purpose of discussion and motion to be acted on, I would move that 
we do that - remove "may consider studying" and put in "shall study". 

Chairman Holmberg: I don't know how you have to do that in the books. Does that have to 
be a roll call vote or is that a friendly amendment that we can save a little time on? Maybe you 
want to be on record. 

Vote# 1 -
Chairman Holmberg: All in favor of changing that language to "shall study" say aye. 

Voice vote carried. 

Chairman Holmberg: Now we have in front of us .02005 amendment as amended. All of that 
amendment with the exception of footnote # 2 which is the childcare. If there are no further 
discussion points, let us call the roll on the amendments with the exception of footnote #2. 
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Vote# 2 -
Senator Grindberg moved Do Pass on amendment 11.8160.02005 less Footnote #2. 
Senator Erbele seconded. 
A Roll Call vote was taken. Yea: 13 Nay: 0 Absent: 0 

Chairman Holmberg: Now vote on footnote #2. If you vote "yes", you are voting to reduce 
the funding from $4.9M to $250,000. If you vote "no", you are voting against that and you want 
the House version to stay in the bill. 

Senator Christmann: We could debate it for a long time. I just want to say that I hope we 
look at this, not like in the world of the inside the capital building, but in the real world. We 
spend another $4.5M, we have to spend $4.SM less someplace else. We're not printing this 
money. If you buy this thing, that means and that means you do without something else. If 
this passes, then I would request that we reconsider our action by which we passed the rest of 
it and start subtracting from something else because we can't just come up with four and half 
million dollars unless somebody has it laying on their desk top. 

Chairman Holmberg: If we defeat this, we spend the money. If we pass this, we remove the 
money. You said if we pass this we should go back in and look. 

Senator Robinson: To me, we are investing significant money and we've had success in the 
area of Workforce Development. It's a given with Workforce Development that people who 
come to the state, many of which are child-bearing age and they are seeking quality affordable 
accessible childcare and in the absence of that, we're going to curtail our ability to grow jobs in 
ND. Forty years ago, for a lot of reasons, was not an issue. This is an issue that has become, 
not a luxury, but a necessity. There is an argument, that if we don't invest in this, we're not 
getting a return on our investment in other areas because those areas will be impacted in a 
negative way without childcare. It complements what we're doing in economic development in 
all 53 counties. There are some counties that don't have quality, affordable accessible 
daycare. Those counties are going to struggle. I can appreciate Senator Grindberg's 
comment about "is this the place for it?" I don't know, but I know we need childcare in ND. 

Senator Krebsbach: I sit here very confused on this issue because I definitely see the need 
for more money in childcare and I support that endeavor. My concern is where does it belong? 
Does it belong in Commerce? Does it belong in Human Services or somewhere else? I'm 
hoping and I will not support the motion to leave ii in. I will support the motion to remove ii at 
this time. I certainly hope that we can find someplace in this budget before we go home, the 
monies that have been requested because there is a definite need out there. I hear it from my 
local community and from other areas around. We've all gotten a lot of information on this. 
Chairman Holmberg: I think Senator ~hristmann made a very important point. There is only 
so much money available and I don't know at the end of the day how our priorities with the 
Senate and the House how they end up but I'm going to support also the subcommittee's 
action which would ask you - the subcommittee is asking you to vote "yes" on this 
amendment. If you vote "yes", you ~re voting for $250,000 in this bill for childcare. If you 
vote "no", you are voting for $4.9M in this budget. 
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Vote# 3-

Footnote #2 - Yes means reduce the childcare in the bill to $250,000. 
No - means House version stays in the bill and want to spend $4.9M. 

A Roll Call vote was taken. Yea: 9 Nay: 4 Absent: 0 
The bill is now amended to reduce childcare to $250,000. 

t rr: :\', 

Senator Robinson passed out amendment 11.8160.02002 and said he's offering this 
amendment for his region of the state ... This is simply permissive legislation that allows the 
local municipality to negotiate with your development corporation when you have an opening in 
the· development facility. When you have an incubator, they move out. You might have a 
month, you might have 3 weeks, you might have 6 weeks. You can negotiate and these folks 
are almost the same people often to negotiate whether or not they want to waive the property 
tax or a payment in lieu of taxes. If yoLJ have a number of changes during the course of the 
year, you are constantly making an adjustment; who was in, when did they come in, when did 
they move out. This is simply permissive that they "may" apply for and the municipality may 
grant a partial or complete exemption from the taxes or payment in lieu of taxes. This leaves 
things in the local hands and can't be done under present statutes. 

Senator Grindberg: I'm not certain because we're altering tax policy and I'm not sure what 
the ramifications of this could be statewide. On one hand I'm intrigued and supportive and yet 
I'm just concerned what this would ultimately do with other non-profits and how broad could 
this be. 

Senator Robinson: We visited and John Walstad put this together and we expressed those 
concerns about being specific to this section regarding the development corporations and the 
relationship at the local level with municipalities. That's all we're trying to do - confine it to that 
level. We were of the opinion that it's a rather minor change because it is permissive. It does 
not have to happen. We were in a situation where the city and the development corporation 
wanted to do this, and thought they could but found out they could not without this change. 
That's why we're seeking again the permissive language so they can, should they choose, 
they can put in place a waiver. We're looking at weeks or months. We're not looking at years 
and years. 

Senator Kilzer: I've expressed my concerns about institutions using their tax exempt status to 
compete with private industry and I think if this paragraph that's being considered, I don't know 
if it's been before the Finance and Tax Committee at all, but it looks to me that property owned 
by a non-profit that is leased out and they're probably in competition with private industry, is 
asking for some further choices that they can make during vacancies. At least at first glance, I 
don't think I can support that 

Senator Robinson: This is economic development designed to grow business in local 
communities. In our community, a :,small. community, we brought in a small computer 
operation. They relocated downtown:, and they provided half a dozen jobs. We move in 
another small operation and that's the intent. They're very sensitive because when something 
like this happens with local tax dollars, the city commission has hearings before any grant 
dollars are approved. The public shows up and they're very sensitive to competition issues. 
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What they are trying to do is bring up new start up businesses. Sometime you get graduates 
right out of college. Other times we've had situations where folks get together and a couple 
individuals will invest and buy some basic equipment and try to get a business going. This is 
economic development at the grassroots level. 

Vote #4-
Senator Robinson moved Do Pass on amendment# 11.8160.02002 
Senator O'Connell seconded. 
A Roll Call vote was taken. Yea: 6 Nay: 7 Absent: O 

Amendment failed. 

Vote#5-

Senator Grindberg moved Do Pass as·Amended on HB 1018. 
Senator Christmann seconded. 
A Roll Call vote was taken. Yea: 13 Nay: 0 Absent: O 

Senator Grindberg will carry the bill. 
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11.8160.02005 
Title. 

Prepared by the Legislative Council staff for 
Senator Grindberg 

Fiscal No. 3 April 5, 2011 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1018 

Page 1, line 2, replace "15-69-07" with "10-30.5-13" 

Page 1, line 2, replace "and a new section" with "three new sections" 

Page 1, line 3, after "54-60" insert", a new chapter to title 54, a new subdivision to subsection 7 
of section 57-38-30.3, and a new section to chapter 57-38" 

Page 1, line 3, replace "the centers of excellence program," with "a small business technology 
investment program, a" 

Page 1, line 4, remove "and" 

Page 1, line 4, after "fund" insert", entrepreneurial centers development grants, an electronic 
portfolio program, centers of research excellence, and income tax credits for purchases 
of manufacturing machinery and equipment for the purpose of automating 
manufacturing processes" 

Page 1, line 5, after the second comma insert "15-69-03," 

Page 1, line 8, after the first semicolon insert "to provide for a legislative management study of 
population growth impact on revenues and reduction of flaring of natural gas; to 
provide a vaccinology initiative grant;" 

Page 1, replace lines 20 and 21 with: 

"Salaries and wages $10,020,840 $1,og4,688 $11,115,528 

Operating expenses 14,478,272 (245,012) 14,233,260" 

Page 1, replace line 23 with: 

"Grants 65,411,058 (5,033,064) 60,377,994" 

Page 2, replace lines 5 and 6 with: 

"Centers of excellence 0 13,000,000 13,000,000 

North Dakota trade office 2,064,000 549,400 2,613,400 

Partner programs 2,022,044 100,000 2,122,044" 

Page 2, replace line 8 with: 

"Total all funds $97,672,773 $36,460,916 $134,133,689" 

Page 2, replace line 1 D with: 

"Total general fund $28,006,303 $17,492,449 $45,498,752" 

Page 2, replace line 11 with: 

"Full-time equivalent positions 68.00 1.25 69.25" 

Page No. 1 11.8160.02005 

I 



• 

• 

Page 2, after line 17, insert: 

"American Indian business office 

Page 2, remove line 22 

0 100,000" 

Page 2, replace line 24 with: 

"Child care service providers 

Page 2, replace line 26 with: 

0 250,000" 

"Centers of excellence 19,500,000 

0 

0 

13,000,000 

150,000 

50,000" 

Electronic portfolio pilot project 

2020 and beyond 

Page 2, remove line 28 

Page 2, replace line 31 with: 

"Total all funds $99,064,635 $40,417,088" 

Page 3, replace line 2 with: 

"Total general fund $30,470,000 $15,920,338" 

Page 5, after line 6, insert: 

"SECTION 4, Section 10-30.5-13 of the North Dakota Century Code is created 
and enacted as follows: 

10-30.5-13. Small business technology investment program . 

.L The corporation shall administer a small business technology investment 
program that provides matching investments to startup technology-based 
businesses. 

2. The following provisions apply to small business technology investments: 

a. A qualified applicant: 

ill Must be a North Dakota business that is at the startup stage: 

m Must be a primary sector business in the technology field: and 

ru Shall meet underwriting guidelines established by the 
corporation. 

h,_ Before the corporation distributes funds under this section, the 
recipient shall provide the department of commerce with detailed 
documentation of the availability of two dollars of angel fund 
investment matching funds for each dollar of state funds distributed 
under this section. The matching funds must be cash, must come from 
a North Dakota angel fund certified under section 57-38-01.26, and 
may not be an in-kind asset. 
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3. An investment under this section may not exceed fifty thousand dollars . 

Eligible use of the investment funds include developing a proof of concept. 
A recipient may not receive more than one award under this section. 

4. An investment under this section is not a business incentive under chapter 
54-60.1." 

Page 5, after line 27, insert: 

"SECTION 6. AMENDMENT. Section 15-69-03 of the North Dakota Century 
Code is amended and reen.acted as follows: 

15-69-03. (Effesti,..e thro11gh J11ly 31, 2011) Centers of excellence 
commission. 

The centers of excellence commission consists of six members. The foundation 
shall appoint three of the foundation's members to serve on the commission and the 
board shall appoint three of the board's members to serve on the commission. The 
commission members shall designate a chairman and a vice chairman of the 
commission .. Each member of the commission shall serve for a term of three years, 
beginning July first; may be reappointed for additional terms; and serves at the 
pleasure ofthe appointing entity. lf·a commission member ceases to serve as a 
member of the appointing entity, that member's membership on the commission 
ceases immediately and the appointing entity shall appoint a new member for the 
remainder of the term. Terms of commission members must be staggered. On a 
meeting-by,meeting basis, an appointing entity may substitute a member of that 
appointing entity to serve in place of one of the regular members appointed by that 
entity. If the commission chairman and vice chairman are not present at a meeting, the 
commission members present at that meeting shall select a commission member to 
serve as chairman for that meeting. A commissi0n member may receive compensation 
and travel and expense reimbursementfrom the appointing entity. The department of 
commerce shall provide the commission with appropriate staff services as may be 
requested by the commission." 

Page 6,' line 3, remove the overstrike over "4," 

Page 6, line 6, remove the overstrike over "assist witi'I" 

Page 6, line 7, remove the overstrike over "13estawaFel moAitoFiAg as rnay be rneiuesteel by ti'le 
somrnissioA." 

Page 6, line 11, remove the overstrike over "2-," 

Page 6, line 11, remove the overstrike over "Ti'le eomrnissioA si'lall rneet as Aesessary to" 

Page 6, line 14, remove the overstrike over "elirest li'le ele13artrneAI of sornrnerse" 

Page 6, line 15, remove the overstrike over the first "le" 

Page 6, line 15, remove "administer the centers of excellence program:" 

Page 6, line 1 B, remove the overstrike over "3," 

Page 7, line 16, remove the overstrike over "FoF AO feweF li'laA silc yeaFs aAel AO rnorn li'laA leA 
yeaFs followiAg seAlor elesigAalio/i, "' ·· .. _ · _ · . · 

Page 7, remove the overstrike over lines 17 and 18 
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Page 7, line 30, remove the overstrike over "eeR1R1issien's" 

Page 7, line 30, remove "department's" 

Page 8, line 1, remove the overstrike over "oeR'IR'lissien" 

Page 8, line 1, remove "department" 

Page 8, line 2, remove "Effective on" 

Page 8, replace lines 3 through 6 with "Instead of requiring annual audits under this subsection, 
the commission may require that the center be audited on all funds distributed to the 
center under this chapter at the halfway point of the postaward monitoring and at the 
end of the postaward monitoring and that for all other years during the postaward 
monitoring the center ·contract with an independent accountant for an agreed-upon 
procedures engagement. A center may use funds distributed to the center under this 
chapter to pay for audits required under this subsection or for an agreed-upon 
procedures engagement. At a minimum. an agreed-upon procedures engagement 
under this subsection must include: 

a. Verification of the accuracy of jobs data regarding jobs claimed 
created by the center, distinguishing between the creation of private 
sector jobs and jobs within the institution of higher education: 

Q,_ 

~ 

Q,_ 

.§,_ 

1 

Verification of compliance with the centers of excellence program 
matching fund requirements: 

Verification awarded center funds were used for authorized uses: 

Verification the center complied with the center's application timeline 
and any authorized revisions: 

Verification the center complied with the center's scope of activities as 
provided under the center"s application and any authorized revisions· 

Review of a sample of center expenditures to verify the expenses 
were approved, supported with documentation, and made in 
accordance with the scope identified in the center's application: 

9" Verification of a sample of labor charged to the center; and 

11. Comparison of the center"s application budget to the center"s actual 
expenditures, including documentation explaining any material 
differences." 

Page 8, line 7. remove the overstrike over "oeR1R1issien elireels !Ae" 

Page 8, line 7. remove the overstrike over "le elislrib1,Jle" 

Page 8, line 7, remove "distributes" 

Page 8. line 8. remove the overstrike over "seR1R'lissien" 

Page 8, line 8, remove "department" ; 

Page 8. line 20, remove the overstrike :over "oqR1R1issien sAall elireol IAe" 
;: . 

Page 8, line 20, remove the oversirike over "!e" 
!; 

Page 8, line 20, remove "shall" 
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Page 8, line 22, remove the overstrike over "esFRFRissisn" 

Page 8, line 22, remove "department" 

Page 8, line 26, remove the overstrike over "esFRFRissisn FRay" 

Page 8, line 27, remove the overstrike over "eliFeet that the" 

Page 8, line 27, remove "may" 

Page 8, line 28, remove the overstrike over "eBFRFRissisn" 

Page 8, line 28, remove "department" 

Page 9, remove lines 5 through 30 

Page 10, remove lines 1 through 7 

Page 10, line 27, remove "fourteen thousand dollars per retail" 

Page 10, replace lines 28 through 30 with "a maximum of twenty thousand dollars per retail 
location to motor fuel retailers for the installation of biofuel blender pumps and up to 
fourteen thousand dollars per retaiHocation for the installation of associated 
equipment, including the piping systems and storage components, when blender 
pumps are installed for a maximum grant of thirty-four thousand dollars per location." 

Page 11, remove lines 8 t,hrough 10 

Page 12, replace lines 13 through 20 with: 

"SECTION 11. A new section to chapter 54-60 of the North Dakota Century 
Code is created and enacted as follows: 

Entrepreneurial centers development grants. 

The department shall administer an entrepreneurial centers development grant 
program to provide grants to institutions under the control of the state board of higher 
education which are not research universities as defined under section 13 of this Act. 
The· centers of excellence commission established under chapter 15-69 shall make 
grant award determinations under this section. A recipient's appropriate use of funds 
may include awarding a grant to establish a new entrepreneurial center within an 
eligible institution or to enhance the ability of an existing entrepreneurial center to 
assist an entrepreneur in growing·.the entrepreneur's businesses. The department shall 
work with the centers of excellence commission in establishing guidelines to qualify for 
a grant under this section which may include preferer:ice for an applicant that 
establishes the availability of matching funds·. The centers of excellence commission 
shall consider how a proposed grant award would help achieve the goals outlined in 
the North Dakota economic development strategic plan. 

SECTION 12. A new section to chapter 54-60 of the North Dakota Century 
Code is created and enacted as follows: 

Division of workforce development - Pilot program - Higher education 
electronic portfolio system. · 

1. The division of workforce development, the North Dakota university 
system, job service North Dakota, and representatives of the institutions of 
higher education under the control of the state board of higher education 
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shall work together to establish a pilot program through which an electronic 
portfolio system will be implemented by selected institutions of higher 
education under the control of the state board of higher education in order 
to address the needs of students. faculty. and employers. The pilot 
program may include Valley City state university and the North Dakota 
state college of science. If Valley City state university or the North Dakota 
state college of science chooses not to participate. any other institution of 
higher education under the control of the state board of higher education 
may participate in this pilot program. 

The pilot program must provide for an electronic portfolio system that: 

_g_,_ Is online: 

b. Is a multimedia system that enables the user to create and manage 
the user"s education and career information: 

~ Enables students. iob seekers. and professionals to showcase 
education and skills to potential employers: 

g,_ Provides for creation of and access to lifelong personal electronic 
portfolio accounts and services to students. job seekers. and 
professionals seeking to advance their careers in the state: 

e. Provides access to iob seekers residing outside the state who may be 
interested in relocating or returning to the state: and 

L Allows employers and economic developers to conduct online 
searches to determine workforce potential by geographic region skill 
education. experience. and other factors. 

~ Under this pilot program. the North Dakota university system. iob service 
North Dakota. and the division of workforce development shall work 
together to: 

_g_,_ Facilitate the effective integration of future workers into the workforce 
system and to enhance the ability of state and local economic 
development officials to effectively access North Dakota"s skilled 
workforce through the system: and 

Q,. Ensure the system is complementary to the state"s workforce system 
and higher education system. 

~ The division of workforce development shall administer the pilot program. 

SECTION 13. A new chapter to title 54 of the North Dakota Century Code is 
created and enacted as follows: 

Definitions. 

In this chapter. unless the context otherwise requires: 

.1. "Center" means a center of research excellence that has been designated 
under this chapter. 

2. "Commission" means the centers of excellence commission as defined 
under chapter 15-69. 
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~ "Department" means the department of commerce . 

4. "Industry cluster" means one of the following industries: 

_§.,_ Advanced manufacturing: 

ll.,_ Energy: 

£.. Information and technology: 

g,_ Tourism: 

e. Value-added agriculture: or 

L An industry. including the aerospace industry. specifically identified by 
the department of commerce as an industry that will contribute to the 
gross state product. 

§.,_ "Infrastructure" means new building construction or major building 
renovation. The term does not include a purchase of equipment or remodel 
of an existing building. 

6. "Research university" means an institution under the control of the state 
board of higher education which·has a full-time student enrollment in 
excess of nine thousand students. 

Centers of research excellence - Application - Eligibility . 

1.,_ 

2. 

The department shall establish a centers of research excellence program. 
The commission shall make funding award determinations under this 
program. A center must be a research university or a nonprofit 
university-related or college-related foundation of a research university 
which is working in partnership with the private sector. 

The department shall provide center application forms. accept applications. 
review applications for completeness and compliance with commission 
policy. forward complete applications to the commission in accordance with 
guidelines established by the commission. and assist with preaward 
reviews and postaward monitoring as may be requested by the 
commission. No more than two applications per campus of a research 
university institution may be submitted to the department for each round of 
center funding. 

l. The commission shall meet as necessary to review all complete 
applications: consider the potential need for independent. expert review of 
complete applications: approve or disapprove complete applications: make 
funding .award recommendations for commission-approved proposed 
centers: direct the department to distribute funds to the centers: monitor 
centers for compliance with award requirements: review changes in 
assertions made in center applications: and conduct postaward monitoring 
of centers. 

4. . In considering whether to approve or disapprove a center application. the 
. commission shall determine whether the applicant has conducted the due 
diligence necessary to put together a viable proposal. the commission shall 
determine whether the applicant has provided information in the 
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application which clearly outline how the matching fund requirement will be 
met. and the commission shall consider whether the center will: 

lL Use university research to promote private sector iob growth and 
expansion of knowledge-based industries or use university research 
to promote the development of new products. high-tech companies. or 
skilled iobs in this state: 

.12.. Create high-value private sector employment opportunities in this 
state: 

c. Provide for public-private sector involvement and partnerships: 

,l Leverage other funding. including cash from the private sector: 

e. Promote the commercialization of new products and services in 
industry clusters: 

t Become financially self-sustaining: and 

~ Establish and meet a deadline for acquiring and expending all public 
and private funds specified in the application. 

5. In considering whether to approve an application. the commission may 
provide for an independent. expert review of the application to determine 
whether the proposed center is viable and whether the proposed center is 
likely to have the desired economic impact. As necessary. the commission 
may contract for additional technical review of applications. The 
commission may not approve an application unless the commission 
determines the proposed center has a high likelihood of viability and 
success in positively impacting economic development in the state. 

§. The board rules adopted under subsection 9 of section 15-10-17 relating 
to ownership of intellectual property. inventions. and discoveries. must 
address activities and issues unique to centers. 

Use of funds - Terms of funds - Distribution of funds - Postaward 
monitoring. 

1,_ A center shall use center grant funds to enhance capacity and leverage 
state. federal. and private sources of funding. A center awarded center 
funds under this chapter may not use the funds for infrastructure. to 
supplant funding for current operations or academic instructions. or to pay 
indirect costs. 

2. For no fewer than six years and no more than ten years following center 
designation. the commission shall monitor the center"s activities in order to 
determine whether the center is having the desired economic impact. 

3. As a condition for receipt of funds under this chapter. a center shall agree 
to provide the board. foundation. and budget section of the legislative 
management with annual audits on all funds distributed to the center under 
this chapter. The annual audits must be provided until the completion of 
the commission"s postaward monitoring of the center. As a condition for 
receipt of funds under this ·chapter. a center shall agree to provide the 
commission with the information necessary to monitor the postaward 
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activities of the center. Instead of requiring annual audits under this 
subsection. the commission may require that the center be audited on all 
funds distributed to the center under this chapter at the halfway point of the 
postaward monitoring and at the end of the postaward monitoring and that 
for all other years during the postaward monitoring the center contract with 
an independent accountant for an agreed"upon procedures engagement. A 
center may use funds distributed to the center under this chapter to pay for 
audits required under this subsection or for an agreed-upon procedures 
engagement. At a minimum. an agreed-upon procedures engagement 
under this subsection must include: 

~ Verification of the accuracy of jobs data regarding jobs claimed related 
by the center. distinguishing between the creation of private sector 
jobs and jobs within the institution of higher education; 

)L Verification of compliance with the centers of excellence program 
matching fund requirements; 

.£,. Verification awarded center funds were used for authorized uses; 

g,_ Verification the center complied with the center's application timeline 
and any authorized revisions; 

.§. Verification the center complied with the center's scope of activities as 
provided under the center's application and any authorized revisions; 

t Review of a sample of center expenditures to verify the expenses 
were approved. supported with documentation. and made in 
accordance with the scope identified in the center's application; 

a. Verification of a sample of labor charged to the center; and 

11. Comparison of the center's application budget to the center's actual 
expenditures. including documentation explaining any material 
differences. 

4. Before the commission directs the department to distribute center funds 
awarded under this chapter. the center shall provide the commission with 
detailed documentation of private sector participation and the availability of 
two dollars of matching funds for each dollar of state funds to be 
distributed. Of the two dollars of matching funds. at least one dollar must 
be cash. of which at least fifty cents must be from the private sector. The 
matching funds may include funds facilitated through the collaboration of 
the private sector participants with other funding entities. The noncash 
matching funds may include in-kind assets with itemized value. Private 
sector participation may be established through equity investments or 
through contracts for services with private sector entities. In making 
funding recommendations and designation determinations. the commission 
shall give major consideration to the portion of the matching funds 
provided in cash by the private sector. 

-5.c The commission shall direct the department to distribute the center funds 
awarded under this chapter in disbursements consistent with the center·s 
budget and timeframe outlined in·the approved award. The commission 
may not direct distribution of center funds under this chapter if there are no 
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private sector partners participating or if the statutorily required matching 
funds are not available. 

§.,_ If. before center funds are distributed by the department. a center 
undergoes a change in the terms of or assertions made in its application. 
the commission may direct that the department withhold all or a portion of 
any undistributed funds pending commission review of the changes. 

7. The commission may use funds appropriated for the centers of research 
excellence program to pay for the commission's administrative expenses. 

Eminent researcher re_~ruitment grants. 

As part of the centers of research excellence program. the department of 
commerce shall establish and administer an eminent researcher recruitment grant 
program to provide challenge grants to raise funds to be used by research universities 
and foundations established to further the work of such research universities in 
attracting an eminent researcher to ioin the faculties of the research universities. Under 
this program the commission shall make grant award determinations. The commission 
shall adopt standards relative to the award of a grant under this section which must 
require that a foundation contrib1,1te at least fifty percent and not more than seventy-five 
percent of the total amount the commission deems necessary to attract an eminent 
researcher. The commission may revise the contribution formulas at any time in order 
to maximize the benefits that may result from recruiting one or more eminent 
researcher in the biennium and depending on the total funds available to the grant 
program. In determining whether to make a grant award under this section. the 
commission may consider the existing programs of the North Dakota university system. 
the necessity for such an eminent researcher. and any duplication the recruitment of 
the eminent researcher might cause. The department shall work with the commission in 
establishing guidelines to qualify for a grant under this section. 

Base realignment grants. 

As part of the centers of research excellence program. the department of 
commerce shall establish and administer a base realignment grant program to provide 
grants to a research university or a nonprofit university-related foundation to enhance 
economic development and employment opportunities associated with the Grand Forks 
air force base resulting from action by the federal defense base closure and 
realignment commission and infrastructure and economic development proiects or 
programs to accommodate growth in proximity to or at the Grand Forks air force base. 
Under this program. the commission shall make grant award determinations. The 
department shall work with the commission in establishing guidelines to qualify for a 
grant under this·section. 

Centers of research excellence fund • Continuing appropriation. 

The centers of research excellence fund is a special fund in the state treasury. 
All moneys in the centers of research excellence fund are appropriated to the 
department of commerce on a continuing basis for the purpose of implementing and 
administering this chapter. Interest earned on moneys in the fund must be credited to 
the fund. 

SECTION 14. A new subdivision to subsection 7 of section 57-38-30.3 of the 
North Dakota Century Code is created and enacted as follows: 
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Automating manufacturing processes tax credit under section 15 of 
this Act. 

SECTION 15. A new section to chapter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Income tax credit.for purchases of manufacturing machinery and 
eguipmentfor the purpose of automating manufacturing processes . 

.t A taxpayer that is a primary sector business is allowed a nonrefundable 
credit against the tax imposed under section.57-38,30 or 57-38-30.3 for 
purchases of manufacturing machinery an·d equipment for the purpose of 
automating manufacturing processes in this state. The amount of the credit 
under this section is twenty percent of the costs incurred in the taxable 
year to purchase manufacturing machinery and equipment for the purpose 
of automating manufacturing processes. Qualified expenditures under this 
section may not be used in the calculation of any other income tax 
deduction or credit allowed by law. 

2. For purposes of this section: 

B,, "Manufacturing machinery and equipment for the purpose of 
automating manufacturing processes" means new or used automation 
and robotic equipment. 

Q. "Primary sector business" means a business certified by the 
department of commerce which. through the employment of 
knowledge or.labor. ados.value.to aproduct. process. or service that 
results in the creation of new wealth. 

d. The taxpayer shall claim the total credit amount for the taxable year in 
which the manufacturing machinery and equipment are purchased. The 
credit under this section may not exceed the taxpayer"s liability as 
determined under this chapter for any taxable year. 

~ If the amount of the credit determined under this section exceeds the 
liability for tax under this chapter. the excess may be carried forward to 
each of the next five succeeding taxable years . 

.2,. The aggregate amount of credits allowed under this section may not 
exceed two million dollars in any calendar year. Credits subiect to this 
limitation must be determined based upon the date of the qualified 
purchase. 

§.,. If a taxpayer entitled to the credit provided by this section is a member of a 
group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method. the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. 

7. A partnership. subchapter S corporation. limited partnership. limited liability 
company. or any other passthrough entity entitled to the credit under this 
section must be considered to be the taxpayer for purposes of calculating 
the credit. The amount of the allowable credit must be determined at the 
passthrough entity level. The total credit determined at the entity level must 
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be passed through to the partners. shareholders. or members in proportion 
to their respective interests in the passthrough entity. An individual 
taxpayer may take the credit passed through under this subsection against 
the individual's state income tax liability under section 57-38-30.3. 

The department of commerce shall provide the tax commissioner the 
name. address. and federal identification number or social security number 
of the taxpayer approved as qualifying for the credit under this section. and 
a list of those items that were approved as a qualified expenditure by the 
department. The taxpayer claiming the credit shall file with the taxpayer's 
return. on forms prescribed by the tax commissioner. the following 
information: 

2.,. The name. address. and federal identification number or social 
security number of the taxpayer who made the purchase; and 

_g_,. An itemization of: 

ill Each item of machinery or equipment purchased for automation; 

gJ The amount paid for each item of machinery or equipment if the 
amount paid for the machinery or equipment is being used as a 
basis for calculating the credit- and 

.Q1 The date on which payment for the purchase was made. 

9. Notwithstanding the time limitations contained in section 57-38-38. this 
section does not prohibit the tax commissioner from conducting an 
examination of the credit claimed and assessing additional tax due under 
section 57-38-38." 

Page 12. line 23. replace "$4.935.000" with "$250.000" 

Page 12. remove lines 27 through 31 

Page 13. remove lines 1 through 31 

Page 14. remove lines 1 and 2 

Page 14. line 16. replace "Up to $665.000 of the" with "The" 

Page 14. line 20. replace "$600.000" with "$4.000.000" 

Page 14. remove line 21 

Page 14. line 22. replace "safeguard complex in Nekoma" with "entrepreneurial centers 
development grants under section 11 of this Act" 

Page 14. line 22. replace "department of commerce may use up to $65.000" with "office of 
management and budget shall transfer $1 . 000, 000" 

Page 14. line 23, remove "for grants to child care service providers for workforce development, 
quality improvement," 

Page 14, replace lines 24 and 25 with "to the North Dakota development fund, incorporated, for 
the purpose of providing investments to startup stage technology-based businesses 
under section 4 of this Act." : 

Page 15, after line 8, insert: 
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"SECTION 24. EXEMPTION. The amount appropriated for the promotion and 
marketing of the USS North Dakota contained in the grants line item in section 1 of 
chapter 46 of the 2009 Session Laws is not subject to section 54-44.1-11 and any 
unexpended funds from this line item are available during the biennium beginning 
July 1, 2011, and ending June 30, 2013." 

Page 15, after line 13, insert: 

"SECTION 26. TRANSFER · CENTERS OF RESEARCH EXCELLENCE 
FUND. The office of management and budget shall transfer the amount appropriated in 
the centers of excellence line item in section 1 of this Act to the centers of research 
excellence fund for the purpose of implementing and administering the centers of 
research excellence grants, for the biennium beginning July 1, 2011, and ending 
June 30, 2013. The department of commerce may use up to $1,000,000 of the funds 
transferred to the centers of research excellence fund for eminent researcher 
recruitment grants. During the biennium beginning July 1, 2011, and ending June 30, 
2013, the centers of excellence commission may not award more than one-half of the 
amount available for centers of research excellence grants, including base realignment 
grants, to one research university or nonprofit foundation related to that research 
university." 

Page 15, after line 18, insert: 

"SECTION 28. TRANSFER - INTERNSHIP FUND. The office of management 
and budget shall transfer $900,000 of the amount appropriated in the operating 
expenses line item in section 1 of this Act to the internship fund." 

Page 15, after line 28, insert: 

"SECTION 30. APPROPRIATION. There is appropriated out of any moneys in 
the lands and minerals trust fund in the state treasury, not otherwise appropriated, the 
sum of $600,000, or so much of the-sum as may be necessary, to the department of 
commerce for the purpose of providing a grant to assist in the acquisition of the 
antiballistic missile site at the Stanley R. Mickelson safeguard complex in Nekoma." 

Page 16, after line 15, insert: 

"SECTION 32. CENTERS OF RESEARCH EXCELLENCE LIMITED 
DEPLOYMENT-COOPERATIVE AIRSPACE PROJECT GRANT. The department of 
commerce may use $4,000,000 of the funds transferred to the centers of research 
excellence fund in section 26 of this Act for grants to the North Dakota university 
system's research institutions for the purpose of leveraging private and federal funding 
to advance state opportunities associated with a limited deployment-cooperative 
airspace project in the state during the biennium beginning July 1, 2011, and ending 
June 30, 2013. Up to $2,700,000 of this amount may be awarded to the university of 
North Dakota and up to $1,300,000 to North Dakota state university. The commissioner 
of commerce shall develop application criteria, review submitted applications, and 
recommend applications for approval to the centers of excellence commission. 

SECTION 33. NORTH DAKOTA ECONOMIC DEVELOPMENT FOUNDATION 
· 2020 AND BEYOND INITIATIVE . 

1. During the 2011-12 interim, the North Dakota economic development 
foundation shall contract with an organization with North Dakota business 
membership which is statewide in scope and represents business interests 
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2. 

. across the state in order to conduct a 2020 and beyond initiative. The 202D 
and beyond initiative must include periodic meetings of six legislators 
appointed by the chairman of the legislative management, with two 
members of the senate, one of whom must be from the majority party and 
one of whom must be from the minority party and two members of the 
house of representatives, one of whom must be from the majority party 
and one of whom must be from the minority party; individuals representing 
North Dakota business interests, individuals representing North Dakota 
education interests, and individuals representing state and local 
government interests. 

The 2D2D and beyond initiative must: 

a. Assess current assets and resources of the state and whether these 
assets and resources match the emerging opportunities and trends in 
the state; 

b. Study and assess successful models of other states and countries in 
creating economic growth and whether those models could be 
replicated and improved upon in this state; 

c. Evaluate the effectiveness of programs and investments in the state 
designed to develop the state's workforce and to attract and retain 
businesses in the state; 

d. Identify impediments to and opportunities for economic growth and job 
creation in the state; 

e. Consider what new investments in infrastructure and changes to the 
state's tax and regulatory environment could be made to maintain and 
increase the state's standing as a business-friendly state; 

f. Evaluate the state's higher education model to determine whether 
maximum opportunities for synergy between public and private 
sectors are being realized; 

g. Consider how higher education institutions in the state could spur 
economic development in the state through innovation, knowledge 
transfer, and community engagement; 

h. Find ways to unite public, nonprofit, and business interests behind 
common goals and solutions for faster, better results; and 

i. Make recommendations to the North Dakota economic development 
foundation based on the outcome of the initiative. 

3. .The legislative members of the 202D and beyond initiative are entitled to 
receive compensation and expenses from the legislative council in the 
same manner as provided for members of the legislative management 
committees under section 54-35-10. 

4. The grants line item in section 1 of this Act includes the sum of $5D,DDO 
from the general fund for providing a grant to implement the 2020 and 
beyond initiative . 

SECTION 34. DEPARTMENT OF COMMERCE GRANT - INSTITUTION OF 
HIGHER EDUCATION VACCINOLOGY INITIATIVE. Of the funds appropriated in the 
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grants line item in section 1 of this Act, $50,000 from the general fund may be used by 
the department of commerce to provide a matching grant to an institution of higher 
education for a vaccinology initiative. The department shall require one dollar of 
matching funds from the institution for each one dollar of state funds awarded as a 
grant. 

SECTION 35. LEGISLATIVE MANAGEMENT STUDY - EXAMINATION OF 
POPULATION GROWTH IMPACT ON REVENUES. During the 2011-12 interim, the 
legislative management shall consider studying the development of a reliable means of 
estimating the effect of future population growth on state and local government 
revenues. The legislative management shall report its findings and recommendations, 
together with any legislation required to implement the recommendations, to the 
sixty-third legislative assembly. · 

SECTION 36. LEGISLATIVE MANAGEMENT STUDY - REDUCTION OF 
FLARING OF NATURAL GAS. During the 2011-12 interim, the legislative management 
may consider studying methods to 'encourage reduction or restrict allowance of flaring 
of natural gas. The legislative management may gather input from the tax department, 
oil and gas division of the industrial commission, state department of health, petroleum 
industry representatives, and interested members of the public and representatives of 
political subdivisions to identify and implement a method of reducing flaring of natural 
gas, including improved methods for capturing.or using the natural gas. The interim 
committee to which this study is assigned shall meet as often as necessary before 
November 2011 to determine if itis feasible and desirable to seek introduction of 
legislation to implement any preliminary recommendation of the interim committee 
during the November 2011 special legislative session. The interim committee shall 
include in its deliberations an examination of each legislative proposal to reduce flaring 
of natural gas considered by-the sixty-second legislative assembly. The legislative 
management shall report its findings and recommendations, together with any 
legislation required to implement the recommendations, to the sixty-third legislative 
assembly." 

Page 16, line 17, replace "26" with "37" 

Page 16, line 19, replace "8" with "9" 

. Page 16, after line 20, insert: 

"SECTION 37. EFFECTIVE DATE - EXPIRATION DATE. Sections 14 and 15 of 
this Act are effective for the first three taxable years beginning after December 31, 
2011, and are thereafter ineffective." 

Page 16, line 22, remove "8," 

Page 16, line 22, after the fourth comma insert "10," 

Page 16, line 22, replace "18" with "20" 

Renumber accordingly 

STATEMENT OF PURPOSE Of' AMENDMENT: 

House Bill No. 1018 - Department of Commerce - Senate Action 

Salaries and wages 
Operating expenses 

Executive 
Budget 
$10.871,979 

14,108,260 

Hou&e 
Version 
$10,871,979 

13,883,260 

Senate 
Changes 

$243,549 
350,000 

Page No. 15 

Senate 
Version 
$11,115,528 
14,233,260 
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Capital assets 70,018 70,018 70,018 
Grants 60,627,994 66,262,994 (5,885,000) 60,377,994 

• North Dakota Development 400,000 250,000 250,000 
Fund 

Discretionary funds 928,082 928,082 928,082 
Centers of workforce excellence 2,000,000 
Economic development 186,846 186,846 186,846 

initiatives 
Agrtcultum Products Utilization 2,739,767 2,739,767 2,739,767 

Comm 
Centers of excellence 13,000,000 13,000,000 13,000,000 
North Dakota Trade Office 2,553,000 2,553,000 60,400 2,613,400 
Partner programs 2,122,044 2,022,044 100,000 2,122,044 
Division of Energy 619,691 
Federal rtscal stimulus funds 24,496,750 24,496,750 24,496,750 
Workforce enhancement 2,000,000 2,000,000 
Nekoma ABM site acquisttlon 600 000 600,000 

$134,724,431 $126,284,740 $8,468,949 $134,733,689 
Total all funds 
Less estimated income 88,634,937 88,634,937 600000 89,234,937 

$46,089,494 $37,629,803 $7,868,949 $45,498,752 
General fund 

70.25 68,25 1.00 69.25 
FTE 

Department No. 601 - Department of Commerce - Detail of Senate Changes 

Reduces Restores 
Adds Funding Funding for Funding for Adds Funding 
to NO Trade Child Care Restores Adds Funding American for 

Office for Service Funding for for Electronic Indian Business Development 
Increased Provider Centers of Portfolio PIiot Development Foundation 

Lease Rate1 Grants2 Excellence3 Project' Office5 20206 

Salaries and wages 

-
Operating expenses 150,000 
Capital asseta 
Gr8nts (4,685,000) 50,000 
North Dakota Development 

Fund 
Discretionary funds 
Centers of workforce excellence 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence ,, 13,000,000 
North Dakota Trade Office 60.400 
Partner programs 100,000 
Division of Energy 
Federal fiscal stimulus funds 
Workforce enhancement 
Nekoma ABM site acquisition 

Total all funds $60,400 ($4,685,000) $13,000,000 $150,000 $100,000 $50,000 
Less estimated income 0 0 0 0 0 0 

· General fund $60,400 ($4,685,000) $13,000,000 $150,000 $100,000 $50,000 

FTE 0.00 0.00 0.00 0.00 0.00 0.00 

Restores 
Removes Funding for Changas 

Funding for Removes Minot Adds Energy Jobs for Funding Source 
Tourism Air Force Base Director and America's Nekoma ABM 

Infrastructure Realignment Associated Graduates Site Total Senate 
Grants:7 Grant8 Operating9 Program 10 Acquisition 11 Changes 

Salaries and wages $243,549 $243,549 
Operating expenses 100,000 100,000 350,000 
Capital assets 
Grants (1,000,000) ·(250,000) (5,885,000) 
North Dakota Development 

Fund 
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Discretionary funds 
Centers of workforce excellence 
Economic development 

initiatives 
Agriculture Products Utuization 

Comm 
Centers of excellence 
North Dakota Trade Office 
Partner programs 

13,000,000 
60,400 

100,000 
Division of Energy 
Federal fiscal stimulus funds 
Workforce enhancement 
Nekoma ABM site acxiuisllion 600 000 600000 

Total all funds ($1,000,000) 
0 

($250,000) 
0 

$343,549 $100,000 $600,000 $8,468,949 
less estimated Income 0 0 600 000 600 000 

General fund ($1,000,000) 

0.00 

($250,000) 

0.00 

$343,549 $100,000 $0 $7,868,949 

FTE 1.00 0.00 0.00 1.00 

1 Funding is added for the North Dakota Trade Office for a lease rate increase from $2 per square foot to 
$8 per square foot. 

2 One-time funding provided for child care service providers recruitment, training, and retention grants is 
reduced from $4,935,000 to $250,000. 

3 One-time funding of $13 million is restored for the centers of excellence grant program, the same level 
recommended in the executive budget. 

' One-time funding is added for an electronic portfolio pilot project. 

5 One-time funding of $100,000 is restored for the American Indian Business Development Office, to 
provide the same level of funding as included in the executive budget. 

' Funding is added for grants relating to a 2020 and beyond initiative to assess current assets and 
resources of the state and whether these assets and resources match the emerging opportunities and 
trends within the state. . ', . . . . . . .. . . 

7 Funding provided by the House to the Division of Tourism for a tourism infrastructure grant is removed. 

'Funding provided by the House related to a Minot Air Force Base realignment grant is removed. 

' Funding is restored for a director of energy position ($243,549) and associated operating expenses are 
added ($100,000). 

1° Funding from the general fund removed by the House to continue four Jobs for America's Graduates 
programs previously paid for with federal funds in the 2009-11 biennium is restored. 

11 The funding source of a grant to assist in the acquisition of the antiballistic missile (ABM) site at the 
Stanley R. Mickelson Safeguard Complex in Nekoma is changed from the carryover related to the Great 
Plains Applied Energy Research Center to the lands and minerals trust fund. 

A new section of North Dakota Century Code is created for a small business technology investment 
program that provides matching investments fo startup technology-based businesses. 

Statutory provisions relating to centers of excellence are changed to: 
Remove the expiration date of the Centers of Excellence Commission of July 31, 2011, and 
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make other changes and additions relating to postaward monitoring; 

• Centers of research excellence and a centers of research excellence fund; and 
• Eminent researcher recruitment grants, base realignment grants, and entrepreneurial centers 

development grants. 

A new section to Chapter 54-60 is created to provide a pilot program within higher education for an 
electronic portfolio system administered by the Division of Workforce Development. 

A section is added creating an internship fund. 

Authority provided by the House for the Department of Commerce to administer an Innovation 2020 grant 
program and technology award equity investment program is removed. 

A new section is added to provide that $50,000 from the grants line item may be used as a matching 
grant for an institution of higher education vaccinology initiative. 

Changes are made to the biofuel blender pump incentive program relating to the limits per retail location. 

Funding from unspent 2009-11 biennium appropriations for the Great Plains Applied Energy Research 
Center of $4 million is provided to the Department of Commerce for entrepreneurial centers development 
grants, and $1 million is provided to the Development Fund for providing investments to startup state 
technology-based businesses. 

Funding provided by the House of $600,000 from the Great Plains Applied Energy Research Center 
carryover related to a grant to assist in the acquisition of the AMB site at the Stanley R. Mickelson 
Safeguard Complex in Nekoma is removed: The Senate changed the funding source of this initiative to 
the lands and minerals trust fund. 

Funding provided by the House of $65,000 from the Great Plains Applied Energy Research Center 
carryover related to a grant to child care service providers for workforce development quality 
improvement, technical assistance, and capacity building in collaboration with the Department of Human 
Services under Section 50-11.1-14.1 is removed. 

A centers of research excellence fund is created, and the bill provides for a transfer of the $13 million 
provided for centers of excellence to this fund. Of the funding provided, $1 million is for eminent 
researcher recruitment grants and $4 million for grants related to limited deployment-cooperative 
airspace projects ($2.7 million to the Univei,sity of North Dakota and $1.3 million to North.Dakota State 
University). \ · · · 

Sections are added to provide an income tax credit for purchases of manufacturing machinery and 
equipment for the purpose of automating manufacturing processes. 

A section is added authorizing unexpended amounts from the 2009-11 biennium appropriation of 
$100,000 for the USS North Dakota to continue into the 2011-13 biennium. 

A section is added to provide for a Legislative Management study of the impact of future population 
growth on state and local government revenues. 

A section is added to provide for a Legislative Management study of gas flaring issues. 
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11.8160.02002 
Title. 

Prepared by the Legislative Council staff for 
Senator Robinson 

April 1, 2011 

PROPOSED AMENDMENTS. TO ENGROSSED HOUSE BILL NO. 1018 

Page 1, line 5, remove "and" · 

Page 1, line 5, after "15-69005" insert", and 40-57.1-03" 

Page 1, line 6, remove "and" · 

Page 1, line 7, after "program" insert ", and city authority to grant property tax exemptions for 
development organizations" 

Page 12, after line 5, .insert: 

"SECTION 9. AMENDMENT. Section 40-57.1-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-57.1-03. Municipality's auth_ority to grant tax exemption or payments 
in lieu of taxes - Notice to competitors - Limitations. 

After negotiation with a p~tential project operator, a municipality may grant a 
partial or colTiplete·exemption from ad valorem taxation on all buildings, structures, 
fixtures, and improvements used in or necessary to the operation of a project for a 
period not exceeding five years from the da!e of commencement of project operations. 
A municipality may also grarit a partial or complete exemption from ad valorem taxation 
on·buildings;· stractures, fixturesiarid improvements use·d in or necessary to the 
operation of a project that produces or manufactures a product from agricultural 
commodities for all or part of the sixth year through the tenth year from the date of 
commencement of project operaiions. · 

In addition to, or in lieu of, a property tax exemption granted under this section, 
a municipality may establish an amount due as payments in lieu of ad valorem taxes 
on buildings, structures, fixtures, and improvements used in the operation of a project. 
The governing body of the municipality shall designate the amount of the payments for 
each year and the beginning year and the concluding year for payments in lieu of 
taxes, but the option to make payments in lieu of taxes under this section may not 
extend beyond the twentieth year from the date of commencement of project 
operations. To establish the amount of payments in lieu of taxes, the governing body of 
the municipality may use actual or estimated levels of assessment and taxation or may 
establish payment amounts based on other factors. The governing body of the 
municipality may designate different amounts of payments in lieu of taxes in different 
years to recognize future project .expansion plans or other considerations. 

By November first of each year, the municipality that granted the option to make 
payments in lieu of taxes shall certify to the county auditor the amount of payments 
in lieu of taxes due under this section in the following year. After receiving the 
statement from the municipality, the county auditor shall certify the payments in lieu of 
taxes to the county treasurer for collection at the time when, and in the manner in 
which, ad valorem taxes must be certified. Upon receipt by the county treasurer of the 
amount of payments in lieu of taxes under this section, the county treasurer shall 
apportion and distribute that amount to taxing districts on the basis on which the 
general real estate tax levy is apportioned and distributed. The municipality may enter 
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into a written agreement with the local school district and any other local taxing districts 
that wish to enter the agreement for an alternate method of apportionment and 
distribution. If such an agreement is entered into, the county treasurer shall apportion 
and distribute the money according to the written agreement. All provisions of law 
relating to enforcement, administration, collection, penalties, and delinquency 
proceedings for ad valorem taxes apply to payments in lieu of taxes under this section. 
However, the discount for early payment of taxes under section 57-20-09 does not 
apply to payments in lieu of taxes under this section. The buildings, structures, fixtures, 
and improvements comprising a project for which payments in lieu of taxes are allowed 
under this section must be excluded from the valuation of property in the taxing district 
for purposes of determining the mill rate for the taxing district. 

If a property owned by a local nonprofit development organization and leased to 
a qualified project operator becomes vacant during the term of an exemption under this 
chapter, the local nonprofit development organization may apply for and the 
municipality may grant a partial or complete exemption from ad valorem taxation for the 
property to allow time for the organization to lease the property to a qualifying project 
operator. 

Negotiations with potential project operators for tax exemption or payments 
in lieu of taxes must be carried on by the city council or commission if the project is 
proposed to be located within the boundaries of a city, and by the board of county 
commissioners if the project is proposed to be located outside the corporate limits of 
any city. A partial exemption must be stated as a percentage of the total ad valorem 
taxes assessed against the property. Unless the governing body of the municipality 
deteiniines that there is no existing business within the municipality for which the 
potential projE!_ct would be a competitor, the potential project operator shall publish two 
notices to competitors, the form of which must be prescribed by the tax commissioner, 
of the application for tax exemption or payments in lieu of taxes in the official 
newspaper of the municipality at least one week apart. The publications must be 
completed not less than fifteen nor more than thirty days before the governing body of 
the municipality is to consider the application. The municipality shall determine whether 
the granting of the exemption or payments in lieu of taxes, or both, is in the best 
interest of the municipality, and if it so determines, shall give its approval. 

During the negotiation and deliber.ition of a property tax exemption or the option 
to make payments in lieu of taxes under this chapter, a municipality shall include, as 
nonvoting ex officio members iof its governing body, a representative appointed by the 
school board of each school district affected by the proposed action and a 
representative appointed by the board of township supervisors of each township 
affected by the proposed acticin." 

Page 16, line 17, replace "26" with "27:' 

Page 16, line 22, replace "9" with "10'!1 

Page 16, line 22, replace "18" with "19" 
·, 

Renumber accordingly 
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Module ID: s_stcomrep_63_001 
Carrier: Grindberg 

Insert LC: 11.8160.02006 Title: 03000 

REPORT OF STANDING COMMITTEE 
HB 1018, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (13 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed HB 1018 
was placed on the Sixth order on the calendar. 

Page 1, line 2, replace "15-69-07" with "10-30.5-13" 

Page 1, line 2, replace "and a new section" with "three new sections" 

Page 1, line 3, after "54-60" insert", a new chapter to title 54, a new subdivision to 
subsection 7 of section 57-38-30.3, and a new section to chapter 57-38" 

Page 1, line 3, replace "the centers of excellence program," with "a small business 
technology investment program, a" 

Page 1, line 4, remove the first "and" 

Page 1, line 4, after "fund" insert", entrepreneurial centers development grants, an 
electronic portfolio program, centers of research excellence, and income tax credits 
for purchases of manufacturing machinery and equipment for the purpose of 
automating manufacturing proce~ses" 

Page 1, line 5, after the second comma insert "15-69-03," 

Page 1, line 8, after the first semicolon insert "to provide for a legislative management study 
of population growth impact on revenues and reduction of flaring of natural gas; to 
provide a vaccinology initiative grant;" 

Page 1, replace lines 20 and 21 with: 

"Salaries and wages $10,020,840 

Operating expenses 14,478,272 

Page 1, replace line 23 with: 

"Grants 65,411,058 

Page 2, replace lines 5 and 6 with: 

"Centers of excellence 0 

North Dakota trade office 2,064,000 

Partner programs 2,022,044 

Page 2, replace line 8 with: 

"Total all funds $97,672,773 

Page 2, replace lines 10 and 11 with: 

"Total general fund 

Full-time equivalent positions 

Page 2, after line 17, insert: 

"American Indian business office 

(1) DESK (3) COMMITTEE 

$28,006,303 

68.00 

Page 1 

$1,094,688 

(245,012) 

(5,033,064) 

13,000,000 

549,400 

100,000 

$36,460,916 

$17,492,449 

1.25 

0 

$11,115,528 

14,233,260" 

60,377,994" 

13,000,000 

2,613,400 

2,122,044" 

$134,133,689" 

$45,498,752 

69.25" 

100,000" 

s_stcomrep_63_001 
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Page 2, remove line 22 

Page 2, replace line 24 with: 

"Child care service providers 

Page 2, replace line 26 with: 

"Centers of excellence 

Electronic portfolio pilot project 

2020 and beyond 

Page 2, remove line 28 

Page 2, replace line 31 with: 

"Total all funds 

Page 3, replace line 2 with: 

"Total general fund 

Page 5, after line 6, insert: 

• ., Module.lD::s::,_stcomrepg_63::_001: .,~,.· .• ·•·· · 
Carrier: Grindberg 

Insert LC: 11.8160.02006 Title: 03000 

0 

19,500,000 

0 

0 

$99,064,635 

$30,470,000 

250,000" 

13,000,000 

150,000 

50,000" 

$40,417,088" 

$15,920,338" 

"SECTION 4. Section 10-30.5-13 of the North Dakota Century Code is created 
and enacted as follows: 

10-30.5-13. Small business technology investment program . 

.L The corporation shall administer a small business technology investment 
program that provides matching investments to startup technology-based 
businesses. 

2,, The following provisions apply to small business technology investments: 

~ A qualified applicant: 

ill Must be a North Dakota business that is at the startup stage· 

ill Must be a primary sector business in the technology field: and 

.Ql Shall meet underwriting guidelines established by the 
corporation. 

b. Before the corporation distributes funds under this section, the 
recipient shall provide the department of commerce with detailed 
documentation of the availability of two dollars of angel fund 
investment matching funds for each dollar of state funds distributed 
under this section. The matching funds must be cash, must come 
from a North Dakota angel fund certified under section 57-38-01.26 
and may not be an in-kind asset. 

3. An investment under this section may not exceed fifty thousand dollars. 
Eligible use of the investment funds include developing a proof of 
concept. A recipienfmay not receive more than one ·award under this 
section. r )r --~ ' <;_ ,, 

4. An investment undei this section is n~t a business incentive under 
chapter 54-60.1." 
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Insert LC: 11.8160.02006 Title: 03000 

Page 5, after line 27, insert: 

"SECTION 6. AMENDMENT. Section 15-69-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

15-69-03. (Effeeti¥e tl1Feugh July 31, 2011) Centers of excellence 
commission. 

The centers of excellence commission consists of six members. The 
foundation shall appoint three of the foundation's members to serve on the 
commission and the board shall appoint three of the board's members to serve on 
the commission. The commission members shall designate a chairman and a vice 
chairman of the commission. Each member of the commission shall serve for a term 
of three years, beginning July first; may be reappointed for additional terms; and 
serves at the pleasure of the appointing entity. If a commission member ceases to 
serve as a member of the appointing entity, that member's membership on the 
commission ceases immediately and the appointing entity shall appoint a new 
member for the remainder of the term. Terms of commission members must be 
staggered. On a meeting-by-meeting basis, an appointing entity may substitute a 
member of that appointing entity to serve in place of one of the regular members 
appointed by that entity. If the commission chairman and vice chairman are not 
present at a meeting, the commission members present at that meeting shall select 
a commission member to serve as chairman for that meeting. A commission member 
may receive compensation and travel and expense reimbursement from the 
appointing entity. The department of commerce shall provide the commission with 
appropriate staff services as may be requested by the commission." 

Page 6, line 3, remove the overstrike over "4-," 

Page 6, line 6, remove the overstrike over "assist witl'I" 

Page 6, line 7, remove the overstrike over "postawaFel moAitoFiAg as may ee meiuestea ey 
tRe eemmissieA. 11 

Page 6, line 11, remove the overstrike over ":le Tl'le sommissioA sl'lall meet as Aesessaf)' to" 

Page 6, line 14, remove the overstrike over "aiFest the aepaFtmeAI of sommeFGe" 

Page 6, line 15, remove the overstrike over "te" 

Page 6, line 15, remove "administer the centers of excellence program·" 

Page 6, line 18, remove the overstrike over "a," 

Page 7, line 16, remove the overstrike over "FoF AO feweF tRaA siM yeaFs aAa AO moFe tRaA 
teA yeaFs followiAg seAteF aesigAatioA," 

Page 7, remove the overstrike over lines 17 and 18 

Page 7, line 30, remove the overstrike over "sommissioA's" 

Page 7, line 30, remove "department's" 

Page 8, line 1, remove the overstrike over "sommissioA" 

Page 8, line 1, remove "department'' 

Page 8, line 2, remove "Effective on" 

Page 8, replace lines 3 through 6 with "Instead of requiring annual audits under this 
subsection the commission may require that the center be audited on all funds 
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distributed to the center under this chapter at the halfway point of the postaward 
monitoring and at the end of the postaward monitoring and that for all other years 
during the postaward monitoring the center contract with an independent accountant 
for an agreed-upon procedures engagement. A center may use funds distributed to 
the center under this chapter to pay for audits required under this subsection or for 
an agreed-upon procedures engagement. At a minimum an agreed-upon 
procedures engagement under this subsection must include: 

a,_ Verification of the accuracy of jobs data regarding jobs claimed 
created by the center distinguishing between the creation of private 
sector jobs and jobs within the institution of higher education; 

b. Verification of compliance with the centers of excellence program 
matching fund requirements· 

1.,. Verification awarded center funds were used for authorized uses· 

ll Verification the center complied with the cente~s application timeline 
and any authorized revisions· 

e. Verification the center complied with the cente~s scope of activities 
as provided under the center's application and any authorized 
revisions; · 

t Review of a sample of center expenditures to verify the expenses 
were approved: supported with documentation, and made in 
accordance with the scope identified in the cente~s application· 

g, Verification of a sample of labor charged to the center· and 

11. Comparison of the center's application budget to the center's actual 
expenditures including documentation explaining any material 
differences." 

Page 8, line 7, remove the overstrike over "eemmissien aiFeels IRe" 

Page 8, line 7, remove the overstrike over "ta aistFie~te" 

Page 8, line 7, remove "distributes" 

Page 8, line 8, remove the overstrike over "eammissian" 

Page 8, line 8, remove "department" 

Page 8, line 20, remove the overstrike over "eemmissien sRall aiFest IRe" 

Page 8, line 20, remove the overstrike over "ta" 

Page 8, line 20, remove "shall" 

Page 8, line 22, remove the overstrike over "eemmissien" 

Page 8, line 22, remove "department" 

Page 8, line 26, remove the overstrike over "eemmissian may" 

Page 8, line 27, remove the overstrike over "aiFeet !Rat IRe" 

Page 8, line 27, remove "may" 

Page 8, line 28, remove the overstrike over "eemmissian" 
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Page 8, line 28, remove "department" 

Page 9, remove lines 5 through 30 

Page 10, remove lines 1 through 7 

Module ID: s_stcomrep_:63.c.001 
Carrier: Grindberg 

Insert LC: 11.8160.02006 Title: 03000 

Page 10, line 27, remove "fourteen thousand dollars per retail" 

Page 10, replace lines 28 through 30 with "a maximum of twenty thousand dollars per retail 
location to motor fuel retailers for the installation of biofuel blender pumps and up to 
fourteen thousand dollars per retail location for the installation of associated 
equipment, including the piping systems and storage components, when blender 
pumps are installed for a maximum grant of thirty-four thousand dollars per location." 

Page 11, remove lines 8 through 10 

Page 12, replace lines 13 through 20 with: 

"SECTION 11. A new section to chapter 54-60 of the North Dakota Century 
Code is created and enacted as follows: 

Entrepreneurial centers development grants. 

The department shall administer an entrepreneurial centers development 
grant program to provide grants to institutions under the control of the state board of 
higher education which are not research universities as defined under section 13 of 
this Act. The centers of excellence commission established under chapter 15-69 
shall make grant award determinations under this section. A recipient's appropriate 
use of funds may include awarding a grant to establish a new entrepreneurial center 
within an eligible institution or to enhance the ability of an existing entrepreneurial 
center to assist an entrepreneur in growing the entrepreneur's businesses. The 
department shall work with the centers of excellence commission in establishing 
guidelines to qualify for a grantunder this section which may include preference for 
an applicant that establishes the availability of matching funds. The centers of 
excellence commission shall consider how a proposed grant award would help 
achieve the goals outlined in the North Dakota economic development strategic plan. 

SECTION 12. A new section to chapter 54-60 of the North Dakota Century 
Code is created and enacted as follows: 

Division of workforce development - Pilot program - Higher education 
electronic portfolio system. 

1c The division of workforce development, the North Dakota university 
system, job service North Dakota and representatives of the institutions 
of higher education under the control of the state board of higher 
education shall work together to establish a pilot program through which 
an electronic portfolio system will be implemented by selected institutions 
of higher education under the control of the state board of higher 
education in order to address the needs of students, faculty, and 
employers. The pilot program may include Valley City state university and 
the North Dakota state college of science. If Valley City state university or 
the North Dakota state college of science chooses not to participate any 
other institution of higher education under the control of the state board 
of higher education may participate in this pilot program. 

2.,, The pilot program must provide for an electronic portfolio system that: 

a. Is online· 
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lL 

i;,. 

lL 

Is a multimedia system that enables the user to create and manage 
the user's education and career information: 

Enables students. job seekers. and professionals to showcase 
education and skills to potential employers: 

Provides for creation of and access to lifelong personal electronic 
portfolio accounts and services to students. job seekers. and 
professionals seeking to advance their careers in the state· 

e. Provides access to job seekers residing outside the state who may 
be interested in relocating or returning to the state: and 

L Allows employers and economic developers to conduct online 
searches to determine workforce potential by geographic region. 
skill education. experience and other factors. 

~ Under this pilot program the North Dakota university system. job service 
North Dakota. and the division of workforce development shall work 
together to: 

.a,_ Facilitate the effective integration of future workers into the workforce 
system and to enhance the ability of state and local economic 
development officials to effectively access North Dakota"s skilled 
workforce throu_9h the system: and 

b. Ensure the system is complementary to the state"s workforce system 
and higher education system. 

4. The division of workforce development shall administer the pilot program. 

SECTION 13. A new chapter to title 54 of the North Dakota Century Code is 
created and enacted as follows: 

Definitions. 

In this chapter unless the context otherwise requires: 

.1. "Center'" means a center of research excellence that has been 
designated under thi~ chapter. 

2,. "Commission" means the centers of excellence commission as defined 
under chapter 15-69. 

~ "Department" means the department of commerce. 

4. "Industry cluster'" means one of the following industries: 

a. 

b. 

i;,. 

d. 

e . 

L 

(1) DESK (3) COMMITTEE 

Advanced manufacturing· 

Energy; 

Information and technology: 

Tourism· 

Value-added agriculture: or 

An industry inclu.ding the aerospace industry. specifically identified 
by the department of commerce as an industry that will contribute to 
the gross state product. 
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§,. "Infrastructure" means new building construction or maior building 
renovation. The term does not include a purchase of equipment or 
remodel of an existing building. 

6. "Research university" means an institution under the control of the state 
board of higher education which has a full-time student enrollment in 
excess of nine thousand students. 

Centers of research excellence -Application - Eligibility. 

L The department shall establish a centers of research excellence 
program. The commission shall make funding award determinations 
under this program. A center must be a research university or a nonprofit 
university-related or college-related foundation of a research university 
which is working in partnership with the private sector. 

2. The department shall provide center application forms. accept 
applications. review applications for completeness and compliance with 
commission policy, forward complete applications to the commission in 
accordance with guidelines established by the commission. and assist 
with preaward reviews and postaward monitoring as may be requested 
by the commission. No more than two applications per campus of a 
research university institution may be submitted to the department for 
each round of center funding. 

~ The commission shall meet as necessary to review all complete 
applications: consider the potential need for independent. expert review 
of complete applications: approve or disapprove complete applications· 
make funding award recommendations for commission-approved 
proposed centers· direct the department to distribute funds to the 
centers: monitor centers for compliance with award requirements: review 
changes in assertions made in center applications· and conduct 
postaward monitoring of centers. 

4. In considering whether to approve or disapprove a center application. the 
commission shall determine whether the applicant has conducted the 
due diligence necessary to put together a viable proposal. the 
commission shall determine whether the applicant has provided 
information in the application which clearly outline how the matching fund 
requirement will be met. and the commission shall consider whether the 
center will: 

a. Use university research to promote private sector job growth and 
expansion of knowledge-based industries or use university research 
to promote the development of new products. high-tech companies 
or skilled iobs in this state· 

,b,, Create high-value private sector employment opportunities in this 
state: 

£. Provide for public-private sector involvement and partnerships: 

d. Leverage other funding. including cash from the private sector· 

e. Promote the commercialization of new products and services in 
industry clusters: 

L Become financially self-sustaining: and 

!L Establish and meet a deadline for acquiring and expending all public 
and private funds specified in the application. 
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~ In considering whether to approve an application. the commission may 
provide for an independent expert review of the application to determine 
whether the proposed center is viable and whether the proposed center 
is likely to have the desired economic impact. As necessary the 
commission may contract for additional technical review of applications. 
The commission may not approve an application unless the commission 
determines the proposed center has a high likelihood of viability and 
success in positively impacting economic development in the state. 

6. The board rules adopted under subsection 9 of section 15-10-17. relating 
to ownership of intellectual property. inventions. and discoveries. must 
address activities and issues unique to centers. 

Use of funds - Terms of funds - Distribution of funds - Postaward 
monitoring. 

1c A center shall use center grant funds to enhance capacity and leverage 
state. federal. and private sources of funding. A center awarded center 
funds under this chapter may not use the funds for infrastructure. to 
supplant funding for current operations or academic instructions. or to 
pay indirect costs. 

2,_ For no fewer than six years and no more than ten years following center 
designation. the commission shall monitor the cente~s activities in order 
to determine whether the center is having the desired economic impact. 

-3,. As a condition for receipt of funds under this chapter. a center shall agree 
to provide the board. foundation. and budget section of the legislative 
management with annual audits on all funds distributed to the center 
under this chapter. The annual audits must be provided until the 
completion of the commission"s postaward monitoring of the center. As a 
condition for receipt of funds under this chapter a center shall agree to 
provide the commission with the information necessary to monitor the 
postaward activities of the center. Instead of requiring annual audits 
under this subsection. the commission may require that the center be 
audited on all funds distributed to the center under this chapter at the 
halfway point of the postaward monitoring and at the end of the 
postaward monitoring and that for all other years during the postaward 
monitoring the center contract with an independent accountant for an 
agreed-upon procedures engagement. A center may use funds 
distributed to the center under this chapter to pay for audits required 
under this subsection or for an agreed-upon procedures engagement. At 
a minimum an agreed-upon procedures engagement under this 
subsection must include: 

a. Verification of the accuracy of iobs data regarding iobs claimed 
related by the center. distinguishing between the creation of private 
sector jobs and jobs within the institution of higher education: 

!l. Verification of compliance with the centers of excellence program 
matching fund requirements: 

c,_ Verification awarded center funds were used for authorized uses: 

d. Verification the center complied with the center"s application timeline 
and any authorized revisions: 

e. Verification the center complied with the center"s scope of activities 
as provided under the center"s application and any authorized 
revisions· 
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t Review of a sample of center expenditures to verify the expenses 
were approved supported with documentation. and made in 
accordance with the scope identified in the center's application: 

g,_ Verification of a sample of labor charged to the center: and 

h. Comparison of the center's application budget to the center's actual 
expenditures including documentation explaining any material 
differences. 

4. Before the commission directs the department to distribute center funds 
awarded under this chapter the center shall provide the commission with 
detailed documentation of private sector participation and the availability 
of two dollars of matching funds for each dollar of state funds to be 
distributed. Of the two dollars of matching funds at least one dollar must 
be cash of which at least fifty cents must be from the private sector. The 
matching funds may include funds facilitated through the collaboration of 
the private sector participants with other funding entities. The noncash 
matching funds may include in-kind assets with itemized value. Private 
sector participation may be established through equity investments or 
through contracts for services with private sector entities. In making 
funding recommendations and designation determinations the 
commission shall give major consideration to the portion of the matching 
funds provided in cash by the private sector. 

§,. The commission shall direct the department to distribute the center funds 
awarded under this chapter in disbursements consistent with the center's 
budget and timeframe outlined in the approved award. The commission 
may not direct distribution of center funds under this chapter if there are 
no private sector partners participating or if the statutorily required 
matching funds are not available. 

6. If. before center funds are distributed by the department a center 
undergoes a change in the terms of or assertions made in its application. 
the commission may direct that the department withhold all or a portion of 
any undistributed funds pending commission review of the changes. 

L The commission may use funds appropriated for the centers of research 
excellence program to pay for the commission's administrative expenses. 

Eminent researcher recruitment grants. 

As part of the centers of research excellence program. the department of 
commerce shall establish and administer an eminent researcher recruitment grant 
program to provide challenge grants to raise funds to be used by research 
universities and foundations established to further the work of such research 
universities in attracting an eminent researcher to join the faculties of the research 
universities. Under this program, the commission shall make grant award 
determinations. The commission shall adopt standards relative to the award of a 
grant under this section which must require that a foundation contribute at least fifty 
percent and not more than seventy-five percent of the total amount the commission 
deems necessary to attract an eminent researcher. The commission may revise the 
contribution formulas at any time in order to maximize the benefits that may result 
from recruiting one or more eminent researcher in the biennium and depending on 
the total funds available to the grant program. In determining whether to make a 
grant award under this section. the commission may consider the existing programs 
of the North Dakota university system the necessity for such an eminent researcher 
and any duplication the recruitment of the eminent researcher might cause. The 
department shall work with the commission in establishing guidelines to qualify for a 
grant under this section. · 
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As part of the centers of research excellence program. the department of 
commerce shall establish and administer a base realignment grant program to 
provide grants to a research university or a nonprofit university-related foundation to 
enhance economic development and employment opportunities associated with the 
Grand Forks air force base resulting from action by the federal defense base closure 
and realignment commission and infrastructure and economic development projects 
or programs to accommodate growth in proximity to or at the Grand Forks air force 
base. Under this program the commission shall make grant award determinations. 
The department shall work with the commission in establishing guidelines to qualify 
for a grant under this section. 

Centers of research excellence fund - Continuing appropriation. 

The centers of research excellence fund is a special fund in the state 
treasury. All moneys in the centers of research excellence fund are appropriated to 
the department of commerce on a continuing basis for the purpose of implementing 
and administering this chapter. Interest earned on moneys in the fund must be 
credited to the fund. 

SECTION 14. A new subdivision to subsection 7 of section 57-38-30.3 of the 
North Dakota Century Code is created and enacted as follows: 

Automating manufacturing processes tax credit under section 15 of 
this Act. 

SECTION 15. A new section to chapter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Income tax credit for purchases of manufacturing machinery and 
equipment for the purpose of automating manufacturing processes . 

.1. A taxpayer that is a primary sector business is allowed a nonrefundable 
credit against the tax imposed under section 57-38-30 or 57-38-30.3 for 
purchases of manufacturing machinery and equipment for the purpose of 
automating manufacturing processes in this state. The amount of the 
credit under this section is twenty percent of the costs incurred in the 
taxable year to purchase manufacturing machinery and equipment for the 
purpose of automating manufacturing processes. Qualified expenditures 
under this section may not be used in the calculation of any other income 
tax deduction or credit allowed by law. 

2.,. For purposes of this section: 

a. "Manufacturing machinery and equipment for the purpose of 
automating manufacturing processes" means new or used 
automation and robotic equipment. 

b. "Primary sector business" means a business certified by the 
department of commerce which. through the employment of 
knowledge or labor adds value to a product process or service that 
results in the creation of new wealth . 

.1. The taxpayer shall claim the total credit amount for the taxable year in 
which the manufacturing machinery and equipment are purchased. The 
credit under this section may not exceed the taxpayer's liability as 
determined under this chapter for any taxable year. 
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4. if the amount of the credit determined under this section exceeds the 
liability for tax under this chapter the excess may be carried forward to 
each of the next five succeeding taxable years. 

§.. The aggregate amount of credits allowed under this section may not 
exceed two million dollars in any calendar year. Credits subject to this 
limitation must be determined based upon the date of the qualified 
purchase. 

6. If a taxpayer entitled to the credit provided by this section is a member of 
a group of corporations filing a North Dakota consolidated tax return 
using the combined reporting method. the credit may be claimed against 
the aggregate North Dakota tax liability of all the corporations included in 
the North Dakota consolidated return. 

L A partnership, subchapter S corporation limited partnership limited 
liability company or.any other passthrough entity entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
calculating the credit. The amount of the allowable credit must be 
determined at the passthrough entity level. The total credit determined at 
the entity level must be passed through to the partners. shareholders or 
members in proportion to their respective interests in the passthrough 
entity. An individual taxpayer may take the credit passed through under 
this subsection against the individual's state income tax liability under 
section 57-38-30.3. • 

lL The department of commerce shall provide the tax commissioner the 
name address, and federal identification number or social security 
number of the taxpayer approved as qualifying for the credit under this 
section. and a list of those items that were approved as a qualified 
expenditure by the department. The taxpayer claiming the credit shall file 
with the taxpayer's return. on forms prescribed by the tax commissioner 
the following information: 

a. The name. address. and federal identification number or social 
security number of the taxpayer who made the purchase: and 

b. An itemization of: 

ill Each item of machinery or equipment purchased for 
automation: 

(21 The amount paid for each item of machinery or equipment if 
the amount paid for the machinery or equipment is being used 
as a basis for calculating the credit· and 

Q} The date on which payment for the purchase was made. 

~ Notwithstanding the time limitations contained in section 57-38-38. this 
section does not prohibit the tax commissioner from conducting an 
examination of the credit claimed and assessing additional tax due under 
section 57-38-38." 

Page 12. line 23. replace "$4.935,000" with "$250.000" 

Page 12. remove lines 27 through 31 

Page 13. remove lines 1 through 31 

Page 14. remove lines 1 and 2 
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Page 14, line 16, replace "Up to $665,000 of the" with "The" 

Page 14, line 20, replace "$600,000" with "$4,000,000" 

Page 14, remove line 21 

Page 14, line 22, replace "safeguard complex in Nekoma" with "entrepreneurial centers 
development grants under section 11 of this Act" 

Page 14, line 22, replace "department of commerce may use up to $65,000" with "office of 
management and budget shall transfer $1,000,000" 

Page 14, line 23, remove "for grants to child care service providers for workforce 
development, quality improvement," 

Page 14, replace lines 24 and 25 with "to the North Dakota development fund, incorporated, 
for the purpose of providing investments to startup stage technology-based 
businesses under section 4 of this Act." 

Page 15, after line 8, insert: 

"SECTION 24. EXEMPTION. The amount appropriated for the promotion and 
marketing of the USS North Dakota contained in the grants line item in section 1 of 
chapter 46 of the 2009 Session Laws is not subject to section 54-44. 1-11 and any 
unexpended funds from this line item are available during the biennium beginning 
July 1, 2011, and ending June 30, 2013." 

Page 15, after line 13, insert: 

"SECTION 26. TRANSFER - CENTERS OF RESEARCH EXCELLENCE 
FUND. The office of management and budget shall transfer the amount appropriated 
in the centers of excellence line item in section 1 of this Act to the centers of 
research excellence fund for the purpose of implementing and administering the 
centers of research excellence grants, for the biennium beginning July 1, 2011, and 
ending June 30, 2013. The department of commerce may use up to $1,000,000 of 
the funds transferred to the centers of research excellence fund for eminent 
researcher recruitment grants. During the biennium beginning July 1, 2011, and 
ending June 30, 2013, the centers of excellence commission may not award more 
than one-half of the amount available for centers of research excellence grants, 
including base realignment grants, to one research university or nonprofit foundation 
related to that research university." 

Page 15, after line 18, insert: 

"SECTION 28. TRANSFER - INTERNSHIP FUND. The office of management 
and budget shall transfer $900,000 of the amount appropriated in the operating 
expenses line item in section 1 of this Act to the internship fund." 

Page 15, after line 28, insert: 

"SECTION 30. APPROPRIATION. There is appropriated out of any moneys in 
the lands and minerals trust fund in the state treasury, not otherwise appropriated, 
the sum of $600,000, or so much of the sum as may be necessary, to the department 
of commerce for the purpose of providing a grant to assist in the acquisition of the 
antiballistic missile site at the Stanley R. Mickelson safeguard complex in Nekoma." 

Page 16, after line 15, insert: 

"SECTION 32. CENTERS OF RESEARCH EXCELLENCE LIMITED 
DEPLOYMENT-COOPERATIVE AIRSPACE PROJECT GRANT. The department of 
commerce may use $4,000,000 of the funds transferred to the centers of research 
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excellence fund in section 26 of this Act for grants to the North Dakota university 
system's research institutions for the purpose of leveraging private and federal 
funding to advance state opportunities associated with a limited deployment­
cooperative airspace project in the state during the biennium beginning July 1, 2011, 
and ending June 30, 2013. Up to $2,700,000 of this amount may be awarded to the 
university of North Dakota and up to $1,300,000 to North Dakota state university. 
The commissioner of commerce shall develop application criteria, review submitted 
applications, and recommend applications for approval to the centers of excellence 
commission. 

SECTION 33. NORTH DAKOTA ECONOMIC DEVELOPMENT 
FOUNDATION - 2020 AND BEYOND INITIATIVE. 

1. During the 2011-12 interim, the North Dakota economic development 
foundation shall contract with an organization with North Dakota business 
membership which is statewide in scope and represents business 
interests across the state in order to conduct a 2020 and beyond 
initiative. The 2020 and beyond initiative must include periodic meetings 
of six legislators appointed by the chairman of the legislative 
management, with two members of the senate, one of whom must be 
from the majority party and one of whom must be from the minority party 
and two members of the house of representatives, one of whom must be 
from the majority party and one of whom must be from the minority party; 
individuals representing North Dakota business interests, individuals 
representing North Dakota education interests, and individuals 
representing state and local government interests. 

2. The 2020 and beyond initiative must: 

a. Assess current assets and resources of the state and whether these 
assets and resources match the emerging opportunities and trends 
in the state; 

b. Study and assess successful models of other states and countries in 
creating economic growth and whether those models could be 
replicated and improved upon in this state; 

c. Evaluate the effectiveness of programs and investments in the state 
designed to develop the state's workforce and to attract and retain 
businesses in the state; 

d. Identify impediments to and opportunities for economic growth and 
job creation in the state; 

e. Consider what new investments in infrastructure and changes to the 
state's tax and regulatory environment could be made to maintain 
and increase the state's standing as a business-friendly state; 

f. Evaluate the state's higher education model to determine whether 
maximum opportunities for synergy between public and private 
sectors are being realized; 

g. Consider how higher education institutions in the state could spur 
economic development in the state through innovation, knowledge 
transfer, and community engagement; 

h. Find ways to unite public, nonprofit, and business interests behind 
common goals 'and solutions for faster, better results; and 

11 ' 
I: . 

i. Make recommendations to the North Dakota economic development 
foundation based on the outcome of the initiative. 
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3. The legislative members of the 2020 and beyond initiative are entitled to 
receive compensation and expenses from the legislative council in the 
same manner as provided for members of the legislative management 
committees under section 54-35-10. 

4. The grants line item in section 1 of this Act includes the sum of $50,000 
from the general fund for providing a grant to implement the 2020 and 
beyond initiative. 

SECTION 34. DEPARTMENT OF COMMERCE GRANT - INSTITUTION OF 
HIGHER EDUCATION VACCINOLOGY INITIATIVE. Of the funds appropriated in the 
grants line item in section 1 of this Act, $50,000 from the general fund may be used 
by the department of commerce to provide a matching grant to an institution of 
higher education for a vaccinology initiative. The department shall require one dollar 
of matching funds from the institution for each one dollar of state funds awarded as a 
grant. 

SECTION 35. LEGISLATIVE MANAGEMENT STUDY - EXAMINATION OF 
POPULATION GROWTH IMPACT ON REVENUES. During the 2011-12 interim, the 
legislative management shall consider studying the development of a reliable means 
of estimating the effect of future population growth on state and local government 
revenues. The legislative management shall report its findings and 
recommendations, together with any legislation required to implement the 
recommendations, to the sixty-third legislative assembly. 

SECTION 36. LEGISLATIVE MANAGEMENT STUDY - REDUCTION OF 
FLARING OF NATURAL GAS. During the 2011-12 interim, the legislative 
management shall study methods to encourage reduction or restrict allowance of 
flaring of natural gas. The legislative management may gather input from the tax 
department, oil and gas division of the industrial commission, state department of 
health, petroleum industry representatives, and interested members of the public and 
representatives of political subdivisions to identify and implement a method of 
reducing flaring of natural gas, including improved methods for capturing or using the 
natural gas. The interim committee to which this study is assigned shall meet as 
often as necessary before November 2011 to determine if it is feasible and desirable 
to seek introduction of legislation to implement any preliminary recommendation of 
the interim committee during the November 2011 special legislative session. The 
interim committee shall include in its deliberations an examination of each legislative 
proposal to reduce flaring of natural gas considered by the sixty-second legislative 
assembly. The legislative management shall report its findings and 
recommendations, together wit.h any legislation required to implement the 
recommendations, to the sixty'third legislative assembly." 

,, 

Page 16, line 17, replace "26" with "37" 

Page 16, line 19, replace "8" with "9" 

Page 16, after line 20, insert: 

"SECTION 40. EFFECTIVE DATE - EXPIRATION DATE. Sections 14 and 15 
of this Act are effective for the first three taxable years beginning after December 31, 
2011, and are thereafter ineffective." 

Page 16, line 22, remove "8," 

Page 16, line 22, after the fourth comma insert "10," 

Page 16, line 22, replace "18" with "20" 

Renumber accordingly 
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STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1018 - Department of Commerce - Senate Action 

Executive 
Budget 

Salaries and wages $10,871,979 
Operating expenses 14,108,260 
Capital assets 70,D18 
Grants 60,627,994 
North Dakota Devek>pment 400,000 

F,nd 
Discretionary funds 928.082 
Centers of workforce excellence 2,000,000 
Economic development 186,846 

initiatives 
Agriculture Products Utilization 2,739,767 

Comm 
Centers of excellence 13,000,000 
North Dakota Trade Office 2,553,000 
Partner programs 2,122,044 
Division of Energy 619,691 
Federal fiscal stimulus funds 24,496,750 
Workforce enhancement 
Nekoma ABM site ~uisition 

Total all funds $134,724,431 
Less estimated income 88 634 937 

General fund $46,089,494 

FTE 70.25 

House 
Version 
$10,871,979 

13,883,260 
70,018 

66,262,994 
250,000 

928,082 

186,846 

2,739,767 

2,553,000 
2,022,044 

24,496,750 
2,000,000 

$126,264,740 
88,634,937 

$37,629,803 

68.25 

Senate 
Changes 

$243,549 
350,000 

(5,885,000) 

13,000,000 
60,400 

100,000 

600 000 

$8,468,949 
600 000 

$7,668,949 

1.00 

Senate 
Version 
$11,115,528 
14,233,260 

70,018 
60,377,994 

250,000 

928,082 

186,846 

2,739,767 

13,000,000 
2,613,400 
2,122,044 

24,496.750 
2,000,000 

600 000 

$134,733,689 
89 234 937 

$45,498,752 

69.25 

Department No. 601 - Department of Commerce - Detail of Senate Changes 

Reduces Restores 
Adds Funding Funding for Funding for Adds Funding 
to NO Trade Child Care Restores Adds Funding American for 
Office for Service Funding for for Electronic Indian Business Development 
Increased Provider Centers of Portfolio PIiot Development Foundation 

Lease Rate1 Granll2 Excellence' Pro.lect' Offlce1 2020' 
Salaries ~d wages 
Operating expenses 150,000 
Capital a,sets 
G<anra (4,685,000) 50,000 
North Dakota Development 

Fund 
Discretionary funds 
Centel'S of vt0rkforce excellence 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence 13,000,000 
North Dakota Trade Office 60,400 
Partner programs 100,000 
Division of Energy 
Federal fiscal stimuh1s funds 
Workforce enhancement 
Nekoma ABM site acquisition 

Total all funds $60,400 {$4,685,000) $13,000,000 $150,000 $100,000 $50,000 
Less estimated income 0 0 0 0 0 0 

General fund $80,400 ($4,685,000) $13,000,000 $150,000 $100,000 $50,000 

FTE 0.00 0.00 0.00 0.00 0.00 0.00 

Restores 
Removn Funding for Changes 

Funding for Removes Minot Add• Energy Jobs for Funding Source 
Tourism Air Force Base Director and America's Nekoma ABM 

tnfrutructure Realignment Associated Graduates sne Total Senate 
Grants' Grant' Operating' Program1R Acquisition" Changes 

Salaries and wages $243,549 $243,549 
Operating expenses 100,000 100,000 350,000 
Capital assets 
Grants (1,000,000) (260,000) (5,885,000) 
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North Dakota Development 
Fund 

Discretionary funds 
Centers of workforce excellence 
Economic development 

initiatives 
Agriculture Products Utilization 

Comm 
Centers of excellence 
North Dakota Trade Office 
Partner programs 

13,000,000 

Division of Energy 
Federal fiscal stimulus funds 
Workforce enhancement 
NekomaABM site ;cquisition 600 000 

60,400 
100,000 

600 000 

Total all funds ($1,000,000) 
0 

($250,000) 
0 

$343,549 $100,000 $600,000 $8,468,949 
less estimated income 0 0 600 000 600 000 

General fund ($1,000,000) 

0.00 

($250,000) 

0.00 

$343,549 $100,000 $0 $7,868,949 

FTE 1.00 0.00 0,00 

1 Funding is added for the North Dakota Trade Office for a lease rate increase from $2 per 
square foot to $8 per square foot 

2 One-time funding provided for child care service providers recruitment, training, and 
retention grants is reduced from $4,935,000 to $250,000. 

1.00 

3 One-time funding of $13 million is restored for the centers of excellence grant program, the 
same level recommended in the executive budget 

• One-time funding is added for an electronic portfolio pilot project. 

5 One-time funding of $100,000 is restored for the American Indian Business Development 
Office, to provide the same level of funding as included in the executive budget 

6 Funding is added for grants relating to a 2020 and beyond initiative to assess current 
assets and resources of the state and whether these assets and resources match the 
emerging opportunities and trends within the state. 

7 Funding provided by the House to the Division of Tourism for a tourism infrastructure grant 
is removed. 

6 Funding provided by the House related to a Minot Air Force Base realignment grant is 
removed. 

9 Funding is restored for a director of energy position ($243,549) and associated operating 
expenses are added ($100,000). 

10 Funding from the general fund removed by the House to continue four Jobs for America's 
Graduates programs previously paid for with federal funds in the 2009-11 biennium is 
restored. 

11 The funding source of a grant to assist in the acquisition of the antiballistic missile (ABM) 
site at the Stanley R. Mickelson Safeguard Complex in Nekoma is changed from the 
carryover related to the Great Plains Applied Energy Research Center to the lands and 
minerals trust fund. 
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A new section of North Dakota Century Code is created for a small business technology 
investment program that provides matching investments to startup technology-based 
businesses. 

Statutory provisions relating to centers of excellence are changed to: 
Remove the expiration date of the Centers of Excellence Commission of July 31, 
2011, and make other changes and additions relating to postaward monitoring; 
Centers of research excellence and a centers of research excellence fund; and 
Eminent researcher recruitment grants, base realignment grants, and 
entrepreneurial centers development grants. 

A new section to Chapter 54-60 is created to provide a pilot program within higher education 
for an electronic portfolio system administered by the Division of Workforce Development. 

A section is added creating an internship fund. 

Authority provided by the House for the Department of Commerce to administer an 
Innovation 2020 grant program and technology award equity investment program is 
removed. ' 

A new section is added to provide that $50,000 from the grants line item may be used as a 
matching grant for an institution of higher education vaccinology initiative. 

Changes are made to the biofuel blender pump incentive program relating to the limits per 
retail location. 

Funding from unspent 2009-11 biennium appropriations for the Great Plains Applied Energy 
Research Center of $4 million is provided to the Department of Commerce for 
entrepreneurial centers development grants, and $1 million is provided to the Development 
Fund for providing investments to startup state technology-based businesses. 

Funding provided by the House of $600,000 from the Great Plains Applied Energy Research 
Center carryover related to a grant to assist in the acquisition of the AMB site at the Stanley 
R. Mickelson Safeguard Complex in Nekoma is removed. The Senate changed the funding 
source of this initiative to the lands and minerals trust fund. 

Funding provided by the House of $65,000 from the Great Plains Applied Energy Research 
Center carryover related to a grant to child care service providers for workforce development 
quality improvement, technical assistance, and capacity building in collaboration with the 
Department of Human Services under Section 50-11.1-14.1 is removed. 

A centers of research excellence fund is created, and the bill provides for a transfer of the 
$13 million provided for centers of excellence to this fund. Of the funding provided, $1 million 
is for eminent researcher recruitment grants and $4 million for grants related to limited 
deployment-cooperative airspace projects ($2.7 million to the University of North Dakota and 
$1.3 million to North Dakota State University). 

Sections are added to provide an income tax credit for purchases of manufacturing 
machinery and equipment for the purpose of automating manufacturing processes. 

A section is added authorizing unexpended amounts from the 2009-11 biennium 
appropriation of $100,000 for the USS North Dakota to continue into the 2011-13 biennium . 

A section is added to provide for a Legislative Management study of the impact of future 
population growth on state and local government revenues. 

A section is added to provide for a Legislative Management study of gas flaring issues. 
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Prepared by the North Dakota Legislative Council 
staff for House Appropriations 

Department 601 - Department of Commerce 
House Bill No. 1018 

FTE Positions 
2011-13 Executive Budget 70.25 
2009-11 Legislative Appropriations 68.00 

Increase /Decrease\ 2.25 

Agency Funding 

$160.00 
$138.26 

General Fund 
$46,089,494 
58 476,303 

1$12,386,809) 

FTE Positions 

72.00 

January 12, 2011 

Other Funds . Total 
$88,634,937 $134,724,431 
138.261.105 196.737.408 
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Onaoina and One-Time General Fund Annrooriations 
One-Time General 

Ongoing General Fund Fund 
Annrooriatlon Annrooriatlon 

2011-13 Executive Budget $29,794,156 $16,295,338 
2009-11 Legislative Appropriations 30 056 303 28.420 000 
Increase /Decrease\ 1$262, 147\ 1$12 124 662\ 
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2009-11 2011-13 

Executive 
Budget 

Total General Fund 
Annrooriatlon 

$46,089,494 
58.476 303 

1$12.386 809) 

Executive Budget Highlights 
General Fund Other Funds Total 

($28,420,000) 1. Removes one-time funding provided in the 2009-11 biennium ($28,420,000) 
relating to the workforce excellence fund ($1 million), biofuel 
blender pumps ($1 million), promotion and marketing of the USS 
North Dakota ($100,000), child care grants and loans 
($1.82 million), centers of excellence ($19.45 million), the Great 
Plains Applied Energy Research Center ($5 million), and the 
equine processing study ($50,000) 

2. Removes one-time federal fiscal stimulus funding provided in the 
2009-11 biennium relating to the community development block 
grant program ($1.3 million), community services block grant 
($4.85 million), state energy program ($24.6 million), energy 
efficiency and conservation block grants ($10 million), 
weatherization assistance program ($25.3 million), and 
emergency shelter grants ($2.6 million) 

3. Adds one-time funding for statewide marketing effort of the 
WorkKeys program 

4. Adds one-time funding for child care development grants 

5. Adds one-time funding for child care facility grants and loans 

6. Adds one-time funding for the American Indian Business Office 

$125,000 

$150,000 

$920,338 

$100,000 

($68,594,635) ($68,594,635) 

$125,000 

$150,000 

$920,338 

$100,000 
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7. Adds one-time federal funding for carryover of American 
Recovery and Reinvestment Act of 2009 grant awards that are 
still available in the 2011-13 biennium. Affected programs 
include the United States Department of Energy low-income 
weatherization assistance program ($9.1 million), state energy 
program ($9 million), energy efficiency ($4.9 million), homeless 
prevention and rapid rehousing program ($1.25 million), and 
community development block grant ($200,000). 

8. Adds one-time funding for centers of excellence $15,000,000 

9. Provides for the continuation of the 2009-11 biennium $5 million 
general fund appropriation provided to the Department of 
Commerce for a grant to the Great Plains Applied Energy 
Research Center to the 2011-13 biennium. Any unexpended 
funds are to be transferred to the centers of excellence fund for 
centers of entrepreneurship excellence grants. 

10. Adds funding for four Jobs for America's Graduates programs, $100,000 
which received federal funding in the 2009-11 biennium 

11. Removes 2009-11 biennium grant funding for the Lewis and ($2,000,000) 
Clark Foundation ($150,000) and Theodore Roosevelt Medora 
Foundation ($500,000) 

12. Removes funding for changes in operating expenses 

13. Adds funding to create a Division of Energy, including an energy 
director position ($243,549), program manager position 
($125,216), and operating expenses ($250,925) 

Other Sections in Bill 

$2,556 

$619,690 

$24,496,750 

($6,137,248) 

$24,496,750 

$15,000,000 

$100,000 

($2,000,000) 

($6,134,692) 

$619,690 

Section 3 extends the expiration of financing to early childhood facilities from the Development Fund from July 31, 2011, to 
July 31, 2013. 

Sections 4 through 8 extend the expiration of the centers of excellence program from July 31, 2011, to July 31, 2021. 

Section 8 amends North Dakota Century Code Section 15-69-05 to provide an alternative review methodology other than 
requiring an annual audit on centers of excellence programs and to remove the limit on the amount available for administrative 
expenses from the centers of excellence fund. 

Section 9 changes the purpose of the centers of excellence fund to include implementing and administering the centers of 
excellence, centers of research excellence, and centers of entrepreneurship excellence programs. 

Sections 10 and 33 reestablish the biofuel blender pump incentive program that expired on November 30, 2010. The program 
is to be administered by the Department of Commerce to provide cost-share grants up to $5,000 per pump to motor fuel retailers 
for the installation of biofuel blender pumps and associated equipment at retail locations. Section 33 of House Bill No. 1018 
establishes an expiration date of July 31, 2013, for Section 10. 

Section 11 creates a new chapter to Title 54 to establish a centers of research excellence grant program and eminent 
researcher recruitment grant program. 

Section 12 amends Section 54-44.5-09 to establish the 6ffice of renewable energy and efficiency within the Department of 
Commerce rather than in the Division of Community Services. 

Section 13 creates a new section to Chapter 54-60 to create an internship fund and provide a continuing appropriation. 

Section 14 creates a new section to Chapter 54-60 to create a centers of entrepreneurship excellence grants program. 

Sections 15 through 17 amend Section 54-60-21 to reestablish the Workforce Enhancement Council as the Centers of 
Workforce Excellence Council. 

Sections 18, 19, and 22 through 24 allow unexpended amounts from the following 2009-11 
continue into the 2011-13 biennium: 

Agricultural Products Utilization Commission (2009 S.L., ch. 46, §1) 

Discretionary funds (line item 2009 S.L., ch. 46, §1) 

Technology-based entrepreneurship grant program (grants line item 2009 S.L., ch. 46, §1) 
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Early childhood facility grants (2009 S.L., ch. 108, §6) 

Biofuel blender pump incentive program (2009 S.L., ch. 46, §§1 and 2) 

Sections 20 and 21 allow unexpended amounts from the following 2009-11 biennium appropriations to continue into the 
2011-13 biennium and be transferred into the listed fund: 

· Internships (operating expenses line item 2009 S.L., ch. 46, §1) transfers to the internship fund at the end of the 2011-13 
biennium. 
Great Plains Applied Energy Research Center (2009 S.L., ch. 46, §1) transfers remaining $5 million to the centers of 
excellence fund on June 30, 2011, for the purpose of providing funding for centers of research excellence and centers of 
entrepreneurship excellence (up to $5 million) awarded projects. 

Sections 2 through 28 provide for the following transfers: 

Centers of workforce excellence line item in Section 1 of House Bill No. 1018 to the centers of workforce excellence fund. 

Centers of excellence line item in Section 1 of House Bill No. 1018 to the centers of excellence fund for the purpose of 
implementing and administering the centers of research excellence grants (up to $2 million for eminent researcher 
recruitment grants) and centers of research excellence infrastructure grants. 
Workforce enhancement fund to the centers of workforce excellence fund. 

Unexpended funds from the workforce enhancement fund to the centers of workforce excellence fund at the end of the 
2009-11 biennium. 
North Dakota Development Fund line item ($400,000) in Section 1 of House Bill No. 1018 to the North Dakota Development 
Fund for the purpose of providing financing to early childhood facilities. 

Section 29 provides that the Department of Commerce may spend 70 percent of funding appropriated to the North Dakota 
Trade Office ($2,553,000) without requiring matching funds from the Trade Office. Additional amounts may be spent only to the 
extent that the Trade Office provides $1 of matching funds from private or other public sources for each $1 provided by the 
department for the 2011-13 biennium. 

Section 30 allows the department to use up to $3 million from the centers of excellence fund for centers of research excellence 
infrastructure grants in the 2011-13 biennium. 

Section 31 provides $150,000 for providing grants to individuals seeking a child development associate credential (up to 
$1,200) in the 2011-13 biennium. 

Section 32 provides grants to early childhood facilities ($920,338) of up to $5,000 for infrastructure and $10,000 for technical 
assistance or a business plan and requires $1 match for every $3 grant funds. 

Section 34 declares funding of $900,000 in the operating expenses line item in Section 1 relating to the Operation Intern 
program and Sections 10, 13, and 21 are declared to be an emergency. 

Continuing Appropriations 
Ethanol production incentive fund - North Dakota Century Code Section 17-02-05 - This continuing appropriation allows for 
payments of ethanol production incentives to North Dakota ethanol plants. 

Beginning Again North Dakota pilot program - Section 54-60-20 - Funds received from public and private sources for the 
Beginning Again North Dakota pilot program are appropriated on a continuing basis to the Department of Commerce for the 
program. The program and the continuing appropriation are effective through June 30, 2009. 

Workforce enhancement fund - Section 54-60-23 - All funds in the workforce enhancement fund are appropriated to the 
Department of Commerce on a continuing basis for implementing and administering the Workforce Enhancement Council and 
workforce enhancement grants to higher education institutions assigned primary responsibility for workforce training. 

Community development Joan fund - Section 54-44.5-05 - This continuing appropriation allows for the expenditures of 
community development block grant revolving loan funds. 

Significant Audit Findings 
None. 

I 
Major Related Legislation 

House Bill No. 1057 - Angel fund Investment tax credit - Amends and reenacts Section 57-38-01.26 relating to the angel 
fund investment tax credit, provides a report to the Legislative Management, and provides an effective date and expiration date. 

House Bill No. 1058 • Innovation 2020 award - Creates a new section to Chapter 54-60 relating to a Department of Commerce 
Innovation 2020 grant program for university entrepreneurs and provides an appropriation of $500,000 from the general fund. 
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House Bill No. 1059 - Technology award grant program - Creates a new section to Chapter 10-30.5 relating to the North 
Dakota Development Fund, Inc., providing matching grants for technology startup businesses and provides an appropriation of 
$500,000 from the general fund. 

House Bill No. 1060 - Reporting requirements of a centers of excellence - Amends and reenacts Section 15-69-05(2) 
relating to the reporting requirements of a center of excellence. 

Senate Bill No. 2057 - Centers of workforce excellence, centers of entrepreneurship excellence, centers of research 
excellence, and Experimental Program to Stimulate Competitive Research (EPSCoR) - Provides funding for the centers of 
workforce excellence (CWE) ($2 million), centers of entrepreneurship excellence (CEE) ($5 million), and centers of research 
excellence (CRE) ($10 million for the CRE grants, $4 million for infrastructure grants, and $2 million for the eminent researcher 
recruitment challenge grant program); and funding for the EPSCoR program ($10 million to the University System). 

Senate Bill No. 2059· - Technology Impact zones - Creates a new section to Chapter 54-60 relating to the creation of a 
technology impact zone program; provides a continuing appropriation; and an expiration date of July 31, 2023. 
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FOR HOUSE APPROPRIATIONS COMMITTEE MINUTES /'hv-9· 

It was moved by seconded hy , a11d ca, ried-that the 
information, including summaries, minutes, and testimony received during the cemm1mify sen<icee block 
graA~hearing, be provided to the legislative leadership and members of the House Appropriations 
Committee and upon request to other interested persons to help them analyze the portion of the 
Department of Commerce's budget request involving the community services block grant revenues and 
that copies of such information be kept In the House Appropriations Committee files for future reference. 

FOR HOUSE JOURNAL 
Mr. Speaker: On Thursday, January 13, 2011, the House Appropriations Committee - Education and 

Environment Division held a hearing on the community services block grant moneys anticipated by the 
Department of Commerce during the period beginning October 1, 2011, and ending September 30, 2013. If any 
member of the Legislative Assembly desires copies of the minutes and testimony presented to the House 
Appropriations Committee during the block grant hearing, the House Appropriations Committee clerk will make 
copies available to you. I inform you about the availability of the information at this time, since your approval or 
disapproval of the appropriation for the Department of Commerce includes the legislative action regarding the use 
of the federal block grant funds. 
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1018 

Page 20, after line 30 insert: 

"SECTION 25. EXEMPTION. The amount appropriated for the promotion and 
marketing of the U.S.S. North Dakota contained in the grants line item in section 1 of 
chapter 46 of the 2009 Session Laws is not subject to section 54-44.1-11 and any 
unexpended funds from this line item are available during the biennium beginning July 
1, 2011, and ending June 30, 2013." 

Page 21, after line 20 insert: 

"SECTION 29. TRANSFER - INTERNSHIP FUND. The office of management 
and budget shall transfer $900,000 of the amount appropriation in the operating 
expenses line item in section 1 to the internship fund." 

Renumber accordingly 
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Community Services Economic Development & Fin,ince Tourism 

DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

JANUARY 13, 2010, 9:00 A.M. 

Workforce Development 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKAKAWEA ROOM 

REPRESENTATIVE Boa SKARPHOL, CHAIRMAN 

1. 9:00 am - Paul Govig, Interim Commissioner 

• Overview of the Department of Commerce 

2. 9:10 am - Jim Boyd, Interim Dire.ctor, the Division of Community Services 
• Discussion of Community Services Programs and Budget followed by questions 

3. 9:20 am - Sara Otte Coleman, Director, the Division of Tourism 
• Discussion of Tourism Programs and Budget followed by questions 

4. 9:30 am - Beth Zander, Director, the Division of Workforce Development 
• Discussion of Workforce Development Programs and Budget followed by questions 

5. 9:40 am - Paul Lucy, Director, the Division of Economic Development & Finance 

• Discussion of Economic Development Programs and Budget followed by questions 

6. 9:50 am - Tracy Finneman, Marketing Manager 
• Discussion of Marketing Programs and Budget followed by questions 

7. 10:00 am -Justin Dever, Manager, Office of Innovation and Entrepreneurship 
• Discussion of Innovation and Entrepreneurship Programs and Budget followed by questions 

8. 10:05 am - Mark Nisbet, Centers of Excellence Commission 

• Discussion of Centers of Excellence followed by questions 

9. 10:15 am - Dean Gorder, North Dakota Trade Office 

10. 10:25 am - Overview of Partner Programs including: 
• Rural Development Council/ Center for Technology & Business 
• American Indian Business Development Office 

• Small Business Development Centers 

• Dakota Manufacturing Extension Partnership 

11. 10:30 am - Discussion of Proposed Division of Energy 

12. 10:40 am - Partner & Public Testimony 

13. 11:30 am - Conclusion 

"We lead North Dakota's efforts to attract, retain and expand wealth." 

1600 E. Century Avenue, Suite 2 • P.O. Box 2057 • Bismarck, ND 58502-2057 
Phone: 701-328-5300 • l-866-4DAKOTA • Fax: 701-328-5320 • www.ndcommerce.com 

Relay North Dakola: 1-800-366-6888 TTY • 1-800-366-6889 Voice 
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DEPARTMENT OF COMMERCE 

IN THIS SECTION: 

• Paul Govig's Testimony 
• Budget Spreadsheets 
• Organizational Charts 
• Marketing Testimony 
• Innovation & Entrepreneurship 

Testimony 
• Centers of Excellence Testimony 
• Centers of Excellence Report 
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• DEPARTMENT OF COMMERCE TESTIMONY ON HB] 018 
JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKA KA WEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

PAUL GOVIG -ACTING COMMISSIONER, ND DEPARTMENT OF COMMERCE 

Mr. Chainnan and members of the committee, good afternoon. I am Paul Govig, Acting 
Commissioner of the Nmih Dakota Depa1iment of Commerce, and I am here before you today in 
suppo1i of HB IO I 8, the 2011-13 budget for the Depa1iment of Commerce. 

The Department of Commerce was created in 200 I by combining three agencies - Economic 
Development & Finance, Tourism, and the Division of Community Services - and creating a 
Division of Workforce Development. 

The Vision of the Depa1iment of Commerce is to improve the quality of life for the people of 
North Dakota. Of course, many other state agencies share that same vision. What makes the 
Depa1iment of Commerce unique is our mission. We lead the state's eff01is to attract, expand, 
and retain wealth. And by the term "wealth" I mean not only business wealth, but also wealth 
found in the take-home pay of our workers and their families, wealth found in our state and 
community infrastrncture, wealth found in the education level and skills of our workforce, and 
wealth found in our vast natural and cultural resources that, coupled with our unique amenities, 
serves to attract both visitors and workers to this state. 

Requested Information 

You have specifically requested information concerning: 
• Review of any financial audit findings included in the most recent audit or our 

department and action taken to address each finding 
• Budget-specific infonnation relating to: 

o 2009-11 appropriation 
o Estimated 2009-11 spending 
o 2011-13 budget needs 
o 2011-13 one-time spending needs 
o Major variances 

Financial Audit Findings 

We had one finding from our most recent fiscal audit and that involved a software purchase for 
the Weatherization program. Federal funds were available for the purchase but we lacked the 
spending authority. We have taken corrective action and implemented additional safeguards to 
prevent this from occmTing again. 
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Budget Specific Infonnation 

We created a spreadsheet to directly address the requested budget-specific infonnation. Let me 
walk you through this information. 

The first column in this spreadsheet highlights the 2009-11 appropnat1on by divisions or 
program area, and one-time funding items. The second column lists what we estimate will be 
our actual expenditures for the current biennium. 

One-time funding items included in our 2009-11 appropriation included: 
Workforce Enhancement Grants $1,000,000 
Biofuel Blender Pumps $1,000,000 
Promotion and Marketing of U.S.S. North Dakota $100,000 
Lewis and Clark Foundation grant $1,500,000 
Theodore Roosevelt Medora Foundation grant $500,000 
Child care facilities grants and loans $1,820,000 
Centers of Excellence $19,500,000 
Great Plains Applied Energy Research Center $5,000,000 
Equine Processing Study $50,000 
Federal fiscal stimulus $68,594,635 

2011-13 Budget Needs and Variances 

The next column lists the 2011-13 recommendation. The fourth column on the spreadsheet 
includes a listing of the major variances between the 2009-11 appropriation and the 2011-13 
recommendation. Commerce Administration is recommended to receive an additional $425,805. 
The budget removes carryover authority of $535,200. The budget recommendation includes an 
additional $489,000 for the Trade Office and $100,000 to the North Dakota American Indian 
Business Development Office. Dean Gorder, director of the North Dakota Trade Office will 
provide testimony a little later to describe this request. There are also additional funds for salary 
equity adjustments. 

The Office of Innovation & Entrepreneurship shows a decrease of nearly $7 million. This is 
because the general fund appropriation for Centers of Excellence is decreased from $20 million 
in the current biennium to $13 million in this budget recommendation. This decrease is patiially 
made up by the carry-over of $5 million from the funding for the Great Plains Applied Energy 
Research Center. 

The Tourism Division has a decrease of nearly $2 million. This includes the removal of 
$100,000 in funding for the U.S.S. North Dakota promotion; $1,500,000 for the Lewis & Clark 
Foundation; and $500,000 for the Theodore Roosevelt Medora Foundation. There are included 
funds for salary adjustments. 

The Workforce Development Division has an increase of $1,681,144 including an increase of 
$1,000,000 for Centers of Workforce Excellence (formerly called Workforce Enhancement 
Grants), which will bring the total program to $2 million. This $2 million appropriation level 
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was also recommended by the interim Workforce Committee as included in SB 2057. Other 
increases in the Workforce Development Division include $100,000 for the Jobs for America's 
Graduates (JAG) program;$125,000 work WorkKeys; $150,000 for grants to obtain child 
development credentials; and funding for salary increases. 

The Economic Development & Finance Division budget has a net decrease of $1,444,341. This 
includes the removal of $459,038 in carryover authority; a decrease of $899,700 in funds for 
child care loans administered by the ND Development Fund; and $50,000 for the equine 
processing study. Funding for salary increases is included. 

The Division of Community Services has a net decrease of $56,716,90 I - mostly comprised of 
decreased ARRA funds. The changes include the removal of $1,000,000 for the alternative 
energy program; $5,000,000 for the Great Plains Applied Energy Research Center; a decreased 
federal fund request of $5,750,000; and a decrease of ARRA funds of $44,971,743. Funding for 
salary increases is included. 

The proposed Energy Division budget is $619,691. This includes a request for two additional 
FTEs with salaries of $368,765 and $250,926 for operating costs. More information about this 
proposed division will be discussed at a later time in our testimony. 

One-time Spending Needs 

We also have one-time funding items included in our budget recommendation for the 20 I 1-13 
biennium. These include the following: 

• $2.0 million for the Centers of Workforce Excellence Fund. These are match dollars to 
the state's four 2-year institutions to enable them to expand programs and recruit students 
to meet critical workforce training needs. 

• $125,000 for WorkKeys 
• $150,000 for child care credential grants 
• $ I 00,000 for the American Indian Business Development Office 
• $920,338 for childcare grants and loans 
• $13.0 million for Centers of Excellence 
• $24,496,750 spending authority for federal fiscal stimulus 

Requested Cany-over Authority 

HB I OJ 8 includes requests for carry-over authority. Jn most cases the requests are for programs 
that may commit funds in the current biennium, but in order to provide adequate accountability 
we would like to provide the funds on a reimbursement basis in the next biennium. The requests 
that fall into this catego1y include: 

• Agricultural Products Utilization Commission grants (Section 18) 
• Discretiona1y Funds line item (Section 19) 
• Technology-based Entrepreneurship Grants (Section 21) 
• Child care grants (Section 22) 
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We are also requesting the creation of an internship fund for the Operation Intern program. This 
fund is created in section 13 and any remaining funds from the 2009-11 biennium are transferred 
into this fund in section 20. The most opportune time for students to participate in internships is 
during the summer, which in odd number years will span two bienniums. A continuing 
appropriation fund will make it easier for us to deal with these situations. 

Another carry-over authority request is for the biofuel blender pump program, contained in 
section 24. This program was authorized by the legislature in 2009 and had a sunset date of 
November 30, 2010. We are requesting that this program be extended into the next biennium 
with the remaining funds that were not expended prior to the sunset date. 

A final carry-over authority request is for the $5 million originally appropriated for the Great 
Plains Applied Energy Research Center during the 2009-11 biennium. The project was not 
pursued and the funds weren't spent. The budget recommendation requests that these funds be 
carried over to the 2011-13 biennium and used for Centers of Excellence. 

Commerce Depatiment Highlights 

Behind each of the tabs we have written testimony from the four division directors and our 
partners that we fund in order to broadly cover the scope of Commerce activities, and in 
patiicular provide you details concerning our results and our budget requests. The written 
testimony also includes organizational charts for each of the divisions and offices within the 
Department of Commerce. Each of the Divisions' organizational cha1is is on the back side of 
their tab and the offices' charts are located in the Commerce Overview section. 

That concludes my overview of the Department of Commerce. I would welcome any questions 
you may have at this time . 
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Department of Commerce 
December 15, 2010 

2009-2011 
2009-2011 Estimated 2011-2013 Major 

Appropriation Expenditures Recommendation Variances 

Commerce Administration $ 10,205,420 $ 10,055,420 $ 10,631,225 $ 425,805 

One-time: American Indian Business Development Office $ 100,000 

Innovation & Strategic Initiatives $ 21,976,641 $ 21,521,641 $ 15,088,614 $ (6,888,027) 

One-time: Centers of Excellence $ 20,000,000 $ 13,000,000 

Tourism $ 11,569,674 $ 11,356,674 $ 9,572,946 $ (1,996,728) 

One-time: Promotion and marketing of the U.S.S. North Dakota $ 100,000 $ -

One-time: Lewis and Clark Foundation grant $ 1,500,000 $ -

One-time: Theodore Roosevelt Medora Foundation grant $ 500,000 $ -

Workforce Development $ 3,768,852 $ 3,383,852 $ 5,449,996 $ 1,681,144 

One-time: Workforce Excellence fund $ 1,000,000 $ 2,000,000 

One-time: WorkKeys $ - $ 125,000 

One-time: Child care provider credential grants $ - $ 150,000 

Economic Development & Finance $ 8,374,714 $ 7,199,175 $ 6,930,373 $ (1,444,341) 

One-time: ND Development Fund - Child care loans $ 1,250,000 $ 400,000 

One-time: Equine processing facility study $ 50,000 $ -

Community Services $ 143,148,487 $ 95,710,626 $ 86,431,586 $(56,716,901) 

One-time: Biofuel Blender Pumps $ 1,000,000 
One-time: Child care grants $ 500,000 $ 520,338 

One-time: Great Plains Applied Energy Research Center $ 5,000,000 $ -
One-time: Federal fiscal stimulus $ 68,594,635 $ 24,496,750 

Energy Division $ 619,690 $ 619,690 

Total $ 298,538,423 $ 149,227,388 $ 175,516,518 $(64,319,358) 

General Funds $ 59,470,541 $ 54,320,541 $ 46,089,494 $(13,381,047) 

Federal Funds $ 130,258,489 $ 91,180,943 $ 79,868,602 $(50,389,887) 

Special Funds $ 9,314,758 $ 3,725,903 $ 8,766,335 $ (548,423) 

Total $ 199,043,788 $ 149,227,387 $ 134,724,431 $(64,319,358) 
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Commerce 
removes carryover authority of $535,200 
adds $489,000 to the Trade Office 
adds $100,000 to the Native American Program 
adds funding for salary increases 

Innovate 
removes COE funding of 20,000,000 
adds COE funding of 13,000,000 
adds funding for salary increases 

Tourism 
removes USS Bismarck funding of $100,000 
removes Lewis & Clark Foundation funding of $1,500,000 

Variances 

removes Theodore Roosevelt Medora Foundation funding of $500,000 
adds funding for salary increases 

WFD 
removes funding for Workforce Enhancement Fund of $1,000,000 
adds $100,000 to the JAG program 
adds $2,000,000 to the Workforce Enhancement Fund 
adds $125,000 for work keys 
adds $150,000 for grants to obtain child development credentials 
adds funding for salary increases 

ED&F 
removes carryover authority of $459,038 
removes development fund childcare loans $1,299,700 
removes equine study $50,000 
adds $400,000 for childcare loans to the development fund 
adds funding for salary increases 

DCS 
removes $1,000,000 for alternative energy program 
removes $520,300, for childcare grants 
removes $5,000,000 for great plains research center 
removes $69,468,493 for. ARRA funds 
decreased federal fund request by $5,750,000 
adds $520,338 for childcare grants 
adds $24,496,750 for ARRA funds .5 funding for salary increases 

• 

Energy 
adds $368,765 for salaries 
adds $250,926 for operating 

pro • 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKAKA WEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

TRACY FINNEMAN - MARKETING MANAGER 

Chainnan Skarphol, members of the Committee, my name is Tracy Finneman. 1 am the 
Marketing Manager at the North Dakota Department of Commerce, and I'm here today to testify 
in support of the Commerce appropriations bill HB1018. Specifically, my role is to provide 
infonnation and results regarding our marketing and communications efforts at Commerce. 

The Commerce marketing and communications program serves three primary functions: public 
infonnation, accountability and promotion. 

I. First, we infonn our partners in economic and community development organizations, 
and in the general public about Commerce programs and services and how they can 
access them. 

2. Second, we hold ourselves accountable by distributing results about our activities to help 
policy makers and North Dakota citizens see how public tax dollars are being used . 

3. Third, we enhance North Dakota's image through promotion and marketing efforts that 
focus on North Dakota as a great place to live, work, play and be in business. 

We use a variety of tools in each of these areas. A few important strategies you may have seen in 
action include: 

• News releases, newsletters, news conferences: In 2009, Commerce distributed J 25 news 
releases. We write and distribute five different electronic newsletters on varying cycles, 
and we coordinate news conferences with partners whenever a program or service rises 
to that level of importance. 

• Media response and media outreach: On average, we respond to media inquiries three out 
of five business days a week; that's nearly 200 media contacts a year! Our earned media 
placement program - pitching stories to top-tier national and international media - has 
garnered page I or top billing in the Wall Street Journal, New York Times, BBC Radio, 
Bloomberg, NBC Nightly News, ABC Nightly News and Fox Business, just to name a 
few. 

• Digital Communications and Social Media: The public today is real-time and tech-savvy. 
We continuously research and survey our pa11ners so we provide information in a format 
that works best for them. Through social media, we can provide real-time information to 
the public as well as forward good news about N011h Dakota fa11her and faster than we 
ever could before. For example: The testimony I read today could have been posted on 
our website; I could have tweeted it to Twitter before taking the podium; and if I took 30 
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seconds, I could snap your picture and upload it to our Facebook page and reach many of 
our influencers in moments. We're incorporating this integrated media approach with 
many of our marketing and communication efforts. 

• Influencers: We all know a personal referral is the best marketing tool. At Commerce we 
currently leverage 6,500+ North Dakota Ambassadors - influencers if you will - and 
their subsequent connections through our social networks to extend the reach of our key 
messages. 

That takes us to results. All of these efforts are clearly important, but what makes them vital is 
the results they generate. Here are three quick high points: 

I. The number of media inquiries we receive at Commerce has grown by 10 percent each of 
the last five years. 

2. We've tracked over 150 POSITIVE earned media placements in 2009 and the first half of 
20 IO - all in top tier media outlets. (In case you 're interested, the value of this one 
marketing strategy is more than double our entire program budget.) 

3. We were contacted this past summer by the editors of Delta Sky magazine. They were 
interested in doing a piece on North Dakota. That piece became a 30-page feature in the 
October issue and stayed in every plane, in front of more than 5 million readers for 31 
days. American Airlines followed suit with a feature article appearing in their December 
in-flight magazine. 

One final area managed through the Commerce Marketing and Communications team is the 
Partners in Marketing grant program, which makes available $250,000 for local economic 
development organizations to effectively market their communities and regions for primary 
sector business and workforce recruitment. In our current biennium, we've already committed 
nearly 90 percent of the funds to 31 city and county economic development organizations 
statewide. 

In summary, the Commerce marketing and communications program serves three primary 
functions: inform our partners, hold ourselves accountable and enhance North Dakota's image. 

f'd be happy to answer any questions you have. 

Thank you . 
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JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKAKA WEA ROOM 

REPRESENTATIVE Bon SKARPHOL, CHAIRMAN 

JUSTIN DEVER- MANAGER OF OFFICE OF INNOVATION AND ENTREPRENEURSHIP, ND 

DEPARTMENT OF COMMERCE 

Mr. Chainnan and members of the committee, good afternoon. I am Justin Dever, Manager of 
the Office of Innovation and Entrepreneurship for the North Dakota Department of Commerce, 
and I am here before you today to provide information on the innovation and entrepreneurship 
initiatives included within HB IO 18. 

The Office oflnnovation and Entrepreneurship was fanned in May, 2007, to manage the Centers 
of Excellence and Innovate North Dakota programs. During the 2009 session, the department 
was given a new technology-based entrepreneurship grant program, which is also managed by 
this office. This office includes 3 staff members: myself as manager, a program manager for the 
Innovate ND program, and an accountability officer for the Centers of Excellence program. 

Innovate North Dakota 
Innovate ND was launched in the fall of 2006 in to provide a pathway for new and existing 
entrepreneurs, with ideas for product or service innovations. Coaching, training, and incentives 
are provided that help them develop their concepts and ready them for a pitch to the investment 
and financial communities. In the current biennium, Innovate ND has had 202 business ideas 
submitted with a total of 387 people participating in the program. There are currently 100 new 
businesses in operation or development in the state that have participated in Innovate ND 
program. Since its inception, we've helped 350 teams with a total of700 participants. 

The state funds for Innovate ND are used for educational content, technical assistance provided 
to participants by our partners, and program administration. The prize money awarded to the 
Idea Champions is provided by the sponsors of the program. 

Centers of Excellence 
This office also carries out critical functions for the Centers of Excellence program. We manage 
the application, review and award process, as well as monitor the Centers for their results in 
meeting the objectives of the award. The current competitive grant program was launched in 
2005 and has received approximately $60 million in legislative appropriations over the past three 
bienniums. To date, 20 Centers of Excellence have been approved and six Centers of Excellence 
Enhancement grants have been awarded. As of June 30, 20 I 0, the centers have spent $26.2 
million in state funds. These state funds have leveraged a total of $152.9 million in private 
sector and other funds. According to a recent study conducted by NDSU, the Centers of 
Excellence program has had a total economic impact of over $406 million. The program has 
lead to a direct job creation of 1,017-people with an annual payroll of over $53 million - an 
average of $52,467 per job. · 
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• Mark Nisbet, chairman of the Centers of Excellence Commission, is also here and will provide 
more in depth infonnation about Centers of Excellence including the proposed revisions to the 
program. 

Technology-based Entrepreneurship Grant Program 
In 2009, the legislature approved$ 1 million in funding for a "technology-based entrepreneurship 
grant program to be developed by the Department of Commerce." In developing this new 
program, Commerce worked with the entrepreneurial centers across North Dakota including the 
UNO Center for Innovation, the NDSU Research & Technology Park, the I.D.E.A. Center in 
Bismarck, the DSU Strom Center for Entrepreneurship and Innovation, and the Southern Valley 
Innovation Center in Wahpeton. We conducted a survey of entrepreneurs to determine the top 
issues they needed assistance to further their growth. The results showed the top three issues as 
being: I) access to capital, 2) marketing assistance, and 3) entrepreneur infrastructure. We also 
held a focus group with entrepreneurs and further roundtable discussions concerning the next 
steps for moving forward with the grant program and laying out the vision and goals of the 
program. 

The vision and goal of the technology-based entrepreneurship grant program is to grow 
technology based entrepreneurship in North Dakota through providing grants in four main areas: 

1) Access to capital 
2) Marketing Assistance 
3) Entrepreneur Infrastructure 
4) Entrepreneurial Talent 

Certified entrepreneurial centers are eligible to apply for these grants, either for specific projects 
with entrepreneurs or to develop programs that will assist entrepreneurs in the four main areas. 

To date, we have held two grant rounds and have awarded $458,000 to entrepreneurial centers. 
We will be holding two additional grant rounds prior to the end of the biennium and anticipate 
that all of the remaining funds will be obligated. We have requested carryover authority for this 
program to allow us disburse a portion of the funds at the end of the projects instead of 
distributing all of the grant funds up front. 

Mr. Chairman and members of the committee, that concludes my testimony and I am happy to 
entertain any questions. 

Page 2 of 2 
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Centers of Excellence Testimony for Hlolllse Bill Hll8 

Mark Nisbet, Chairman, Centers of Excellence Commission 

January 13, 2010 

Mr. Chairman and members of the committee. My name is Mark Nisbet and I serve as the chairman of 

the Centers of Excellence Commission, which I have done so since the program was launched in 2005. 

Today I will be providing information concerning the results of the program, the monitoring of the 

current centers, and the proposed modification of the program. 

Results 

We have provided you with copies of the 2010 Centers of Excellence Annual Report. This report 

contains details about the overall results of the program, as well as individual results from each of the 

centers. As of June 30, 2010, the centers have spent $26.2 million of the awarded funds and have 

leveraged over $150 million from the private sector and other sources. 

We commissioned NDSU Professor Larry Leistrich to conduct an economic impact study of the Centers 

of Excellence program. This study demonstrated that the program has had an overall economic impact 

of $406.5 million. 

The program has lead to the creation of 1,017 direct jobs with an estimated annual payroll of $53.4 

million. Eighteen new or expanded businesses have resulted from the Centers of Excellence program. 

Examples of key benefits from the centers include: 

• Intelligent lnsites is involved in the healthcare asset tracking market. It has partnered with the 

NDSU Center for Integrated Electronic Systems to enhance current product and assist with 

design and development of its new product releases. Intelligent lnsites has also recently 

graduated from the NDSU Technology Incubator, one of the original Centers of Excellence. 

Intelligent lnsites has grown to about 50 employees. 

• The UND Unmanned Aircraft Systems Center of Excellence is working on solutions to the "sense 

and avoid" issue that is a critical barrier to opening national airspace to unmanned aircraft 

systems. 

• The WSC Petroleum Safety & Technology Center provides training for 171 companies in the oil 

and gas industry. Over 4,000 individuals were trained in fiscal year 2010 alone. 

Monitoring 

The Centers of Excellence Commission, with assistance provided by the Department of Commerce, has 

responsibility to monitor each center for a period of six to ten years. Information is gathered by the 

Department of Commerce from each of the centers on a quarterly basis and then presented to the 

Commission. The Department of Commerce gather the information in three ways: 1) through a 
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functional review that is completed annually by each center, 2) by conducting a site visit of each center 

at least annually, and 3) by a quarterly updated provided by each center during the quarters that they 

are not completing the functional review or site visit. 

The Commission reviews each center that has completed at least three full fiscal years and make a 

determination on whether or not it is on track to meet its desired economic impact. The Commission 

reviewed the nine centers in June, 2010, that had been in existence for three full fiscal years. Of these 

nine, the Commission had determined that seven were on track to meet their desired economic impact 

and that two needed improvements. The two centers that needed improvements included the NDSU 

Center for Surface Protection and the VCSU Enterprise University. Both centers have been impacted by 

the national economy. The VCSU Enterprise University was successful in helping launch Eagle Creek 

Software Services in Valley City, but has not been able to develop additional partnerships. The 

Department of Commerce has met with VCSU personnel, as well as local economic developers, in an 

effort to help them find additional partners to attract to Valley City. The Commission will be reviewing 

the centers again in the upcoming months to make another determination based upon the most recent 

data collected. 

Centers of Excellence Proposal 
The Centers of Excellence Commission is in support of the proposed changes to Centers of Excellence. 

The changes included in House Bill 1018 closely resemble the changes recommended by the interim 

Workforce Committee which are included in Senate Bill 2057. Both proposals create three separate 

Centers of Excellence: Centers of Research Excellence, Centers of Workforce Excellence, and Centers of 

Entrepreneurship Excellence. 

HB 1018 extends the sunset for the current Centers of Excellence statute until 2021 (sections four 

through eight). The reasons for this extension includes a need for the Commission to distribute funds to 

awarded projects and for the continued monitoring and oversight of the centers designated under this 

chapter of statute. The reason for the July 31, 2021, sunset is that there is a six to ten year monitoring 

time period for each center of excellence and in 2021 all of the current centers will have reached the ten 

year mark. 

In addition to the sunset provision, there are a couple of other changes made to the existing statute. 

Both are included in section 8 of the bill and the first amends the center's annual audit requirement. 

This change is a result of a State Auditor's Office recommendation that we either require fiscal audits of 

the centers or request a legislative change. The language included in this section is the same language 

approved by the interim Workforce Committee and included in HB 1060. This is a compromise that 

would require a fiscal audit at two points: at the halfway point of the monitoring period and at the end. 

Other years the Commission could instead require an agreed upon procedures engagement, which is 

what we have currently been using. 

The second change is included in subsection 6 of this section. This change would remove the limitation 

that only two and one-half percent of the funds appropriated to the program would be available for 

administrative expenses. There would be no additional funds appropriated to the existing program 
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• under N.D.C.C. Chapter 15-69 in the future, so this limitation would actually prevent any funds from 

being used for administrative expenses. There are expenses associated with the ongoing monitoring of 

the centers and we would like the ability to use the interest earned to pay for these expenses. 

Centers of Research Excellence 
Section 11 creates a new chapter for the creation of a Centers of Research Excellence program. This 

section includes eminent researcher recruitment grants as part of the Centers of Research Excellence 

program. This section roughly mirrors legislation approved by the interim Workforce Committee with 

the following changes: 

• The center annual audit requirement is changed to reflect the language approved by the interim 

Workforce Committee for existing centers. 

• The eminent researcher recruitment grants is a matching grant for recruitment and startup costs 

associated with eminent researchers. The interim Workforce Committee legislation created 

matching grants to endow eminent researcher chairs. 

The two research institutions would be eligible to apply for funding under the Centers of Research 

Excellence program. This program would be administered by the Centers of Excellence Commission and 

would have criteria similar to the current Centers of Excellence program, including a two-to-one 

matching require. 

The total budget for Centers of Research Excellence is $13 million and is broken down for the following 

components: 

• Up to $2 million for eminent researcher recruitment grants. 

• Up to $3 million for Centers of Research Excellence Infrastructure grants. 

• At least $8 million for the general Centers of Research Excellence grants. 

Centers of Entrepreneurship Hxcel/ence Grant:s 

Section 14 establishes the Center of Entrepreneurship Excellence program. This program would be 

administered by the Centers of Excellence Commission and would provide funding to certified 

entrepreneurial centers in order to assist entrepreneurs in four key areas: 

1) Access to capital 

2) Marketing assistance 

3) Entrepreneur infrastructure 

4) Entrepreneur talent 

Current entrepreneurial centers certified by,the Department of Commerce include the UND Center for 

Innovation, the NDSU Research & Technology Park, the I.D.E.A. Center in Bismarck, the DSU Strom 

Center for Entrepreneurship & Innovation, the Southern Valley Innovation Center in Wahpeton, the 

Mi SU Severson Entrepreneurship Academy,_ and the Standing Rock Entrepreneurial Center. Each of 

these centers would be eligible to apply fodunding for either specific projects associated with an 

identified entrepreneur or to develop programs to assist entrepreneurs in the four key areas. 
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• The total budget for Centers of Entrepreneurship Excellence grants is up to $5 million of the funds 

transferred to the Centers of Excellence fund. 

Centers of Worl<Jorce Excellence 
Sections 15 through 17 amend the workforce enhancement grant statute to rename it to Centers of 

Workforce Excellence. Under this program, grant awards would be recommended by a Centers of 

Workforce Excellence Council, with the final determination made by the Commissioner of Commerce. 

The two year colleges would be eligible to apply for these funds and would need to secure at least one 

dollar of private industry matching funds for each dollar of state funds. 

There is $2 million in funding provided for Centers of Workforce Excellence. 

I would encourage your support for Centers of Research, Entrepreneurship, and Workforce Excellence 

included in HB 1018. I would be happy to answer any questions you may have. 

; ., 
•, 
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EPARTMENT OF COMMERCE 

' 

----
Community Services Economic Development & Finance Tourism Workforce Development 

December 30, 2010 

Dear Legislator: 

Enclosed you will find the 2010 Centers of Excellence Report. Gov. Jack Dalrymple says it well in 
his opening comments: "North Dakota's Centers of Excellence program is a great success story." 
As of June 30, 2010, the program has leveraged $26.2 million spent in state funding into an economic 
impact of $406.5 million. 

There's more: 190 company partnerships have leveraged $152.9 million of matching and leveraged 
funds, an amount far exceeding the $26.2 million of state funds spent by the Centers. In addition, the 
Centers of Excellence program has helped create a total of 1,017 direct jobs at an estimated annual payroll 
of $53.4 million. 

Accountability and transparency are two values we hold high at the Department of Commerce. To 
this end, the Centers of Excellence Commission reviewed the results of the nine most mature Centers. At 
its June 16, 2010 meeting, the Centers of Excellence Commission determined seven of these nine Centers 
were on track to meet their desired economic impact. These seven included the National Energy Center 
of Excellence; the Center for Advanced Electronics Design and Manufacturing; the National Center for 
Hydrogen Technology; the Dakota Center for Technology Optimized Agriculture; the Center of 
Excellence for Agbiotechnology; the Unmanned Aircraft Systems Center of Excellence; and the Petroleum 
Safety and Technology Center. 

The Commission determined that the Center for Surface Protection and Enterprise University 
both need improvement in order to achieve their desired economic impact. These two Centers have 
private sector partners significantly impacted by the global recession. Also, while Enterprise University had 
initial success with its original private sector partner, it has had difficulty in attracting additional partners. 
Commerce staff is working closely with this Center in identifying potential private sector partners to help it 
achieve its desired economic impact. 

We hope you find this report and the evaluations helpful in your review of the program and Center 
activities. We have worked hard to establish a vigorous oversight and monitoring system. 

Please direct any questions regarding the 2010 Centers of Excellence Report or the program itself 
to Paul Govig at pgovig@nd.gov or 701-328-5312. Thank you. 

Sincerely, 

sx6JM~-
Shane Goettle 

~j1 ' 
PaulGovig ~ 

Commerce Commissioner Deputy Commerce Commissioner 

"We lead North Dakota's efforts to attract, retain and expand wealth." 

1600 E. Century Avenue, Suite 2 • P.O. Box 2057 • Bismarck, ND 58502-2057 
Phone: 701-328-5300 • 1-866-4DAKOTA • Fax: 701-328-5320 • www.nclcommerce.com 

Relay North Dakota: 1-800-366-6888 TTY • 1-800-366-6889 Voice 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB] 018 

JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS - EDUCATION & ENVIRONMENT DIVISION 

SAKA KA WEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

JIM BOYD - INTERIM DIRECTOR OF THE DIVISION OF COMMUNITY SERVICES 

Good morning Mr. Chairman and members of the committee. I'm Jim Boyd, Interim Director of 
the Division of Community Services. 

The total appropriation request for the biennium for the Division is just over $86.4 million. Of 
that amount, just under 3% of the budget is proposed to come from the General Fund. 

I'd like to refer you to the pie charts included in your handouts. The first chart is the "Funding 
Request by Funding Source". You will note that approximately 97% of the division budget 
consists of federal or special funds. 

It's important to note that the federal funds amount in your budget packet includes slightly over 
$24.4 million in Recovery Act funding authority necessary to complete the community 
development and energy efficiency initiatives begun during the current biennium. 

The $2.4 million General Fund request represents nearly a $5 .6 million decrease from the current 
biennium's budget. While the general fund budget contains $530,338 from the executive 
recommendation to continue the child care program grants, the majority of reductions come from 
the elimination of the Great Plains Applied Energy Research Grant as well as the State Blender 
Pump initiative. 

The second chart, "Funding Request by Line Item", shows where the dollars will be spent. 
• Over 95% of the funds we receive is used to provide grants local organizations through 

out the state (city/county governments, Community Action Agencies, etc.); 
• almost 3% will be used for salaries and wages; and 
• about 1.3% will be used for operating expenses. 

The third pie chart is the "Funding Request by Program Area" which describes what we will do 
with the money in the next biennium. The Division of Community Services consists of four 
different program areas: 

I) Community Development 
2) Office of Renewable Energy and Energy Efficiency 
3) Self-Sufficiency 
4) Technical Assistance 

The Community Development program normally invests from $15 to $25 million in 
development projects during a biennium. From July I, 2009 to January l, 2011, 188 community 
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projects were approved for a total of just over $17.2 million. The following are a few examples 
of the diverse type of community projects we get involved with all across the state: 

• Provided $155,638 to Langdon to replace sanitary sewer mains. 
• Provided $162,500 to the City of Walhalla for a loan to Sweet Pro Feeds to expansion. 
• Provided $590,190 to Richland County for a loan/grant to Giant Snacks, Inc. 
• Awarded $110,000 to the City of Wahpeton for a loan to Heartland Precision, LLC (this 

project replaced some of the jobs lost from the 3M Plant). 
• Provided $585,000 for a 17 unit affordable housing development project which 

rehabilitated the fonner hospital building in Stanley. 
• Awarded $ 2.8 million in assistance to sub-recipients for housing rehabilitation and 

homebuyer acquisition activities statewide including projects in communities ranging in 
size from Rock Lake to that of Bismarck and Fargo. 

• Funded the redevelopment of 124 affordable housing units in Fargo with over $2.3 
million. 

• Provided over $2.2 million in funding to the City of Bismarck for the redevelopment of 
33 units of affordable housing units. 

• We provided close to $746,000 to 24 homeless shelters; including shelters in Bismarck, 
Dickinson, Fargo, Grand Forks, and Williston. On any given night, these shelters serve 
approximately 1,100 homeless people in North Dakota . 

On to the Office of Renewable Energy and Energy Efficiency and some recent examples of 
activities. 

• 1,765 homes occupied by low income families received weatherization assistance with 
719 home furnaces repaired or replaced last year. 

• Awarded approximately$ 5.2 million to implement energy efficiency projects in IO state 
owned institutions. 

• Awarded $2 million to Minot State University for a heating system retrofit project 
utilizing Geothennal Energy. 

• In our efforts to work with small cities and counties we have awarded over $8.1 million 
in assistance to I 04 units of local government for energy efficiency projects to reduce 
their energy costs. 

As far as the Self Sufficiency program area is concerned, we will provide an estimated $6.9 
million of Community Services Block Grant dollars to fund numerous programs and services in 
the next biennium. Most of these dollars go to the Community Action Agencies lo help them 
work with some of our most vulnerable people. This current biennium approximately $4.5 
million of ARRA funds were available to supplement the ongoing program funds. 

The programs and services include Head Start, surplus commodity food distribution, self 
sufficiency assistance, employment education, income management, health services and 
emergency housing needs . 
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These federal funds are provided by the U.S. Dept. of Health & Human Service's Office of 
Children & Family Services. One of the requirements of the program is to hold a public hearing 
in conjunction with each legislative session. Traditionally time is set aside during our budget 
hearing today to receive comments and meet this federal requirement. 

Our final program area is best described as technical assistance. 

• This includes the Renaissance Zone program which we manage. We now have 49 cities, 
including Bismarck, Crosby, Fargo, Hankinson, Langdon, Munich and Wahpeton with 
designated Renaissance Zones. To date we have approved 949 Renaissance Zone projects 
statewide. 

• This program area also includes the manufactured home installation program. The 
program was implemented in 2006. The purpose of the program is to ensure the proper 
installation of manufactured homes; thereby, reducing problems with the new homes. 

In closing I'd just like to acknowledge the help and collaboration we get from the 8 Regional 
Councils and the 7 Community Action Agencies in the delivery of some of our programs. 

All the Division of Community Services programs are geared to improving the quality of life for 
the people of North Dakota; thereby, supporting the efforts of the Department of Commerce to 
attract, retain and expand wealth here in North Dakota . 
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Division of Community Services 

2011 - 2013 
Funding Request by Funding Source 

Special Funds 
$6,397,021 

7.4% 

General Funds, 
$2,451,864 

2.8% 

Federal Funds, 
$77,582,701 

89.8% 
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Division of Community Services 

2011 - 2013 
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Funding Request by Line Item 

Equipment 
$70,018 

0.1% 

Salaries & Wages, 
$2,684,914 

3.1% 
Operating 
$1,117,710 

1.3% 

--------- ·-7 ------- -------.... ...___ .... , ----- ' 

------------­. ·., ··:J:c~." 
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',,______ ~:) 
---------- ~ '-

Grants 
$82,558,944 

95.5% 

' \ 
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Division of Community Services 

2011 - 2013 
Funding Request by Program Area 

Self-Sufficiency 

Technical Assistance & 
Admin 

$1,343,616 
1.6% $7, 195,285"" 

8.3% ""-

Energy Efficiency & 
Renewable Energy 

$39,449,540 
45.6% 

Community 
Development 
$38,443,145 

44.5% 
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• DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKAKAWEA ROOM 

REPRESENTATIVE SKARPHOL, CHAIRMAN 

SARA OTTE COLEMAN - DIRECTOR, TOURISM DIVISION 

Chairman Skarphol and members of the committee, I am Sara Otte Coleman, Director 
of the Tourism Division of the Department of Commerce. 

As mentioned, our mission at the Department of Commerce is to lead North Dakota's 
efforts to attract, retain and expand wealth. In the tourism division we primarily work to 
invest in marketing programs that attract new dollars from out-of-state visitors and retain 
our residents' travel dollars by encouraging them to travel in-state. 

Today I will show you how your investment in marketing North Dakota has paid back 
directly through state and local taxes paid by visitors and through increased visits, traffic 
and profits. I will also show you some examples of indirect benefits derived from 
tourism marketing like an improved image for our state. I will update you on our 
progress in tourism development and highlight a couple of ways we collaborate with 
local tourism marketers to provide more impact. I will list some other results and then 
briefly touch on the opportunities we have to use tourism to further North Dakota's 
economy. 

Tourism Investment Pays Back: 

Impact: Direct Benefits to the State 

United States Travel Association's (USTA) - reports that ND led the Nation in Growth: 
North Dakota continues to be the shining star in the nation's tourism industry. 
According to USTA's 2010 research, Impact of Travel on States Economies 2010, 
North Dakota leads the nation in all four categories of the report. The 2010 report 
covers the impact of travel on state economies in 2008 and the U.S. national economy 
for 2009. 

According to the USTA, North Dakota led the nation in growth of travel expenditures, 
which was up by 10.8. In fact, North· Dakota was the only state with double digit growth 
in this area. 
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For travel-generated payroll, North Dakota led the nation at 11.1 %, and once again was 
the only state with double digit growth. 

In the travel-generated taxes category, North Dakota experienced a 9.1 % growth to 
345.8 million dollars. North Dakota also led the nation in travel-generated employment 
at 5.1%. 

North Dakota State University research shows Tourism continues as a leader in 
North Dakota's economy: 
NDSU research ranks tourism as North Dakota's third largest industry with $4.13 billion 
spent by non-residents. This information is useful in comparing tourism to other 
industries in-state and shows that tourism along with agriculture and oil are fueling our 
economic growth. 

IHS/Global Insight shows ND Tourism growing faster than the nation. 
Global Insight's tourism satellite account (TSA) project analyzed 2008 tax receipts as a 
follow-up to the 2006 study. The study reports North Dakota's core tourism grew by 
10.7% from calendar year 2006 to calendar year 2008, compared to national growth of 
8.1 % during the same timeframe. Core tourism includes the primary industries of 
accommodations, entertainment, retail, dining and transportation. 

$370 Million were paid in taxes by visitors 
Approximately $760 million in wages and salaries were generated by travel and 
tourism in 2008 
31,208 jobs were created by travel and tourism economic activity, accounting for 
8.5 percent of total employment in the state 
67 percent of travelers are non-residents 
ND visitation grew by 2.5% 
Tourism expenditures grew by 5.1 % 

If tourism did not exist their research says every ND household would pay an additional 
$646 per year in taxes. Each visitor generates $157 in expenses of which $74 goes to 
businesses that don't touch the visitor. Tourism contributes disproportionately to 
state revenue. While the total impact of tourism is responsible for 4.1 percent of 
gross state product, it contributes 6.8 percent of state government revenue in 
2008. The analysis is all based on tax data and is not subjective. TSAs are the most 
reputed method for gathering economic data on the industry. This also gave us insight 
at the county level and showed that tourism benefits all counties in ND. While all 
counties grew, forty-six counties posted double-digit growth between 2006 and 2008. 
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Advertising Effectiveness Shows Payback: 

The research shows that despite decreased buying power due to increased media, 
printing, and postage costs, the North Dakota Legendary ad campaign is delivering a 
strong ROI. The research done by Longwoods International showed that money 
invested in tourism advertising is an excellent investment and that in-fact tourism is self­
sustaining. 

• $1.66 million in media advertising resulted in $203.9 million in increased visitor 
spending. 

-a $123 return on investment for every dollar spent on advertising. 

• $1.66 million in media advertising resulted in $12.7 million in state taxes paid. 
-a $7.65 return for every state dollar invested. 

The efficiency of the ad campaign was also improved by 24% over 2005, costing the 
state only $1.35 to generate a trip to ND, far below the $2.00 benchmark used for rural 
states. A study on the 2010 campaign is currently underway with results expected in 
February. 

Indirect Payoffs: 
Improved Image: Research shows that the image of the state improves among those 
who have seen tourism advertising - even if they have not visited the state. 

Dakota Pride: Tourism public relations efforts have garnered $16.4 million dollars worth 
of exposure for North Dakota since 2008. $1.85 million of this is specific to international 
media. This coverage is not limited to attracting new visitors, it also highlights our quality 
of place and helps attract new residents and needed workers. The activities that attract 
visitors also provide recreation for our new and native residents. Children are tuned into 
the world and see a new light shed on North Dakota. The recent Delta Sky piece is a 
perfect example of a success in this area. We have been pitching stories to Delta's 
publishers consistently over the past eight years- which obviously paid back huge with 
the October- 30 page feature. 

Tourism Development: 
Tourism is one of the few industri~p that impact the entire state. There are tourism 
businesses in every county in North Dakota. 
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North Dakota was the only state with a positive RevPAR (revenue per available room) in 
2009, up 5.8% according to Smith Travel Research. Through November the increase for 
201 O is 12.9%. This strong growth in demand for accommodations has resulted in 22 
known hotel properties currently in development or newly opened. Our new tourism 
development manager is working to facilitate the development and expansion of new 
tourism operations especially in gap areas such as rural and Agritourism. Our new 
efforts in this area are focused on facilitating tourism infrastructure development in an 
area not covered by other economic development programs and are staffed within our 
existing structure and budget without an additional request from the legislature. This 
gap was a key finding of the tourism caucus meetings held across the state in 2007. 

Recent expansions in Medora and Minot have resulted in a substantial growth and 
record attendance numbers in 201 O and the demand for our infrastructure grants far 
outnumbers our available funds. 

Partner Collaboration 
Tourism roundtables held in five communities across the state last winter helped 
provided a mechanism for partners to understand and use the resources the tourism 
staff provides to assist them in marketing their tourism experiences. The marketing 
resources available to partners continues to grow and includes: news releases, media 
pitches, cooperative advertising, free listings and postings, unlimited access to update 
on-line information, free photos, social media assistance and posts, research and 
continuing education. In 2010 we customized e-mail, direct mail and radio spots to help 
partners draw in more visitor dollars. 

Other Travel Results 
Digital Strategy- has become a priority that is reviewed and tweaked monthly. Currently 
Travel ND or Legendary Travel have a monthly digital audience exceeding 100,000. 
This includes: Facebook, Twitter, Flickr, YouTube, email subscribers, biogs, the RU 
Legendary website and NDTourism.com. This has resulted in huge increases in our 
Klout ranking of 56 up from 18 just two months ago. The goal is to arm influencers with 
good information to help spread our marketing messages virally. 

In Group Travel more than 600 new tour companies were contacted and provided with 
itinerary information. This resulted in an average of 18 bus tour groups per month- plus 
numerous reunion, RV and motorcycle rallies. 

International demand continues to grow in our target markets: Australian visits to the 
US were up 26% through August with Germany up 5% and Sweden up 14%. 
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• Outdoor marketing held promotions at· nine sport shows along with our tourism partners, 
hosted numerous other outdoor media and sponsored ND's own outdoor celebrity 
Jason Mitchell. Outdoor travel ranked first in type of travel to ND in our 2008 visitor 
profile study. 

Local lodging taxes collected in ND are up 12%. 
Airline boarding's are up 11 %. 

Major attraction attendance across the US was down but currently ND is up 9% 
Canadian border crossings continue to increase with ND crossings through November 
are up 20% and requests for information from Canadians are up 400%. 

While business travel is down nationally, business travel and business/leisure travel are 
both up in North Dakota- with Business/Leisure travel registering as the second most 
popular reason to travel to ND in 2008. Business/Leisure travel now accounts for 19% 
of our overnight trips. 

Opportunity 
Due to the world economy, travelers are shopping for value. They are researching on­
line and they are looking for destinations close to home. To position ND as the place to 
vacation, ND Tourism is using the AAA's "most affordable destination" in our call-to­
action and throughout our promotional efforts. We also will continue working our 
database to do more one-to-one marketing, more lower cost on-line marketing and 
social networking. As you have seen, these strategies have paid off- helping North 
Dakota lead the Nation. 

As many states struggle with deficit budgets, the media is reporting much disparity in 
how states are looking at tourism. Some states expect budget cuts while others project 
increases to give fuel to their plummeting economies. With media, production, printing 
and postage continuing to increase and more options than ever available for marketing, 
the challenge is to keep make an impact with our messaging. I hope you can see the 
importance in maintaining our marketing programs so we can continue to grow North 
Dakota's third largest industry. 
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North Dakota 
A Snapshot of Domestic and International Travel in the U.S. 
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Visitor Spending 

Entertainment $222 $199 10% 
Accommodations $407 $359 18% 
Transportation $246 $233 11% 
Food $778 $674 33% 
Shopping $644 $594 28% 
Total• $2,297 $2,060 100% 

* Visitor Expenditures (w/o contstruction and investment) 
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Return on Investment 

• ROI study showed 2007 advertising 
campaign results 
- $1.66 million invested in media advertising 

= 1.2 million visits 
= $203.9 million in visitor spending 

• $1 spent in advertising= $123 returned 

• 2010 study currently underway 



United State TV Ad 

http://www.ndtourism.com/about/advertisements/north-dakota-legendary/ 

Canadian TV Ad 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 
SAKAKAWEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

BETH ZANDER - DIRECTOR, WORKFORCE DEVELOPMENT DIVISION 

Chairman Skarphol and members of the committee, I am Beth Zander, Director of the 
Workforce Development Division of the Department of Commerce. 

While I've been a member of the Workforce Development Division for a short time, I've 
been connected with the activities of the division as a partner for a number of years. I've 
seen great strides in collaboration among partners and I see great opportunity for 
continued joint, deliberate work to address North Dakota's current and future workforce 
needs. The image I've formed over recent years is this: the workforce development 
system in North Dakota involves a number of partners working at the direct service level 
and collaboratively at the strategic level, to identify and meet workforce needs. I'm 
excited to have the opportunity to be a driving force within this system. 

The Workforce Development Division delivers direct services designed to attract and 
retain, and skill up our current and future workforce. These programs fill some gaps in 
our partnership network of services. 

Our current direct program delivery includes: 
• AmeriCorps and Learn and Serve programs, which utilize volunteerism to fill 

unmet community needs while keeping individuals connected to their 
communities and providing them with educational opportunities. 

• Jobs for America's Graduates, or JAG Pilot Programs designed to retain youth at 
risk of dropping out of school 

• Operation Intern, a program enacted by the legislature in 2007 to expand the 
number of new internship, work experience and apprenticeship positions with 
North Dakota employers. 

• The Relocation Program, which gives those interested in moving to, or back to 
North Dakota a key contact to help them with their job search and keep them 
actively engaged in their relocation efforts. 

• Workforce Enhancement Grants, enacted by the legislature in 2007 to increase 
training responsiveness to employer needs through grants to the four designated 
training community colleges. 

• Community Labor Availability Studies that provide local communities with current 
labor availability and skill information to support business retention, expansion 
and recruitment. 

• Workforce studies, such as the Oil and Natural Gas Workforce and Skills Needs 
study recently completed, which help training and education providers, career 
guidance professionals, workers and employers see the projected demand for oil 
field workers over the next five years. 
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Our strategic work in the division involves guiding a strong system of partners who 
share expertise, eliminate duplication and expand access, develop a current and future 
state plan for workforce, and achieve that future state through coordinated effort. 

The Governor-appointed Councils and Commissions to which the division provides 
administrative support include: 

• North Dakota Workforce Development Council 
• North Dakota Youth Development Council 
• North Dakota State Commission on National and Community Service 
• Office of Faith-Based and Community Initiatives 

By engaging these groups and key workforce partners in statewide biennial strategic 
planning, we coordinate development and implementation of a strategic direction for 
addressing state workforce needs. 

In the fall of 2009, the Department of Commerce announced the creation of the North 
Dakota Youth Office designed to invite young people to stay in North Dakota and to 
incorporate existing youth-related programs under one office. The Youth Office is part of 
a broader movement called Youth Forward designed to encourage young people to 
build their future in North Dakota. 

There are some changes to our budget from the last biennium, which I'll briefly explain. 

Recommendation #5 from the Early Childhood Education section of the report from the 
North Dakota Commission on Education Improvement reads as follows: 

The Commission recommends funding for 125 scholarship grants to individuals working 
in the childcare industry who wish to obtain a Child Development Associate 
credential. At a cost of $1200 per person the total cost is $150,000. The Workforce 
Division of the Department of Commerce should be authorized to work with an 
organization capable of distributing and administering these grants. 

Our budget request of $150,000 for the Child Development Associate Certification, or 
CDA, matches that recommendation. The $1200 per person cost cited in the 
recommendation will be applied to the cost of training, testing and certification. The 
CDA National Credentialing Program is a system designed to improve the quality of 
early childhood education programs by improving the professional competence of the 
childcare providers. Forty-nine states plus the District of Columbia, including North 
Dakota, now incorporate the CDA credential into their child care center licensing 
regulations. 

The CDA Credential is a key rung in the early childhood care and education profession 
ladder. Earning CDA certification can.motivate caregivers to continuing into early 
childhood and education programs of study. 
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• WorkKeys is a job skill assessment system developed by ACT, the nationally known 
non-profit research and assessment organization. In 2009, the legislature enacted a 
scholarship program for all North Dakota students, which included a Work Keys option. 
Expanding the use of Work Keys to adult job seekers and incumbent workers through 
this project will clarify the skill needs of employers and give them a proven tool for 
measuring skill levels. It will also help job seekers identify and address their skill gaps. 

Our project will involve educating employers and job seekers on: 
• Use of ACT-provided job profile information in writing better job descriptions 
• The profiling process and the database of profiled jobs 
• Use of Work Keys test scores to assist in employee selection 
• Use of test scores to understand worker training needs 

The project budget of $125,000 covers program education, promotion and test 
administration costs. We see benefit in collaborating with Train ND for test 
administration. TrainND can maximize geographic availability and mobility, and create a 
source of qualified test administrators for employers. 

Jobs for America's Graduates, or JAG, is a nationally recognized, nationally 
administered program designed to serve youth at risk of dropping out of school. The 
JAG model provides course curriculum and mentoring to encourage students to 
complete school, secure quality employment leading to a career, or pursue 
postsecondary education. 

The Workforce Development Division took the lead in implementing JAG in North 
Dakota by offering seed funding to schools interested in developing and maintaining 
JAG programs. The startup model provided for two years of declining assistance with 
the expectation that schools would sustain the program by the third year. We currently 
have high school-level programs in Williston and New Town. Early College Success 
Programs at Williston State College and United Tribes Technical College apply the JAG 
model at the post-secondary level. 

Funding for the four JAG programs currently comes from Workforce Investment Act and 
Vocational Rehabilitation programs, and is available through this biennium. State 
support is necessary to extend the sustainability transition for these four programs. 

We are requesting $100,000, which will be applied at a rate of $12,500 per year to each 
program for the next two years. We will continue to support the effort with existing staff 
and will increase our efforts to assist the programs in growing enrollment levels and 
developing sustainability plans. 
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• We are requesting an increase to the Workforce Enhancement Grant program, which 
will become Workforce Centers of Excellence under the combined Centers of 
Excellence concept. This program was funded at $2 million for the 2007-09 biennium 
and at $1 million for the current biennium. The current biennium funds are nearly fully 
obligated, with a small amount available due to turn back. This remainder will be 
committed shortly. We're seeing the demand for flexibility in programming to keep 
workers current with employer need. Employer commitment is apparent through the 
dollar-for-dollar match being provided. And therefore, we are requesting $2 million for 
the 2011-13 biennium. 

Operation Intern puts priority on higher education internships in target industries. 
Matching funds equal to 50% of the compensation paid to interns are available to 
businesses creating new or expanded internship, apprenticeship and work experience 
opportunities in North Dakota. Students enrolled in a North Dakota college or university, 
a registered apprenticeship program, or high school juniors and seniors are eligible. 
Since program inception in 2007, over 180 businesses have participated in the program 
and 320 new internship, apprenticeship and work experience opportunities have been 
created. 

The current biennium appropriation of $900,000 has been fully obligated. Our budget 
request maintains this funding level. We are also asking for an emergency clause on the 
appropriation. Continuing appropriation would allow the program to more easily 
subsidize internship opportunities that span multiple biennia, particularly the summers 
between biennia. 

Mr. Chairman, members of the committee, this concludes my testimony. I would be 
happy to answer your questions. 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

JANUARY 13, 2011, 9:00 A.M. 
HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 

SAKAKA WEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

PAUL LUCY - DIRECTOR, THE DIVISION OF ECONOMIC DEVELOPMENT & FINANCE 

Mr. Chairman, members of the committee. My name is Paul Lucy. I am the Director of the 
Economic Development and Finance Division (ED&F) of the North Dakota Department of 
Commerce. 

The ED&F Division has a primary responsibility to promote our State's business environment 
and to provide the necessary assistance to those individuals, organizations and companies that 
considering providing employment opportunities and generating new wealth for our State. 

ED&F has four primary program areas that support fulfilling this responsibility. Those program 
areas are: 

• ED&F business development group 
• ED&F research group 
• North Dakota Agricultural Products Utilization Commission 
• North Dakota Development Fund 

North Dakota Development Fund 

The North Dakota Development Fund (Development Fund) is a gap financing economic 
development fund that provides financial assistance to support primary sector businesses. 
During the 2009 legislative session, the Development Fund was appropriated $1,250,000 and 
directed to invest that money into childcare services development. This legislative directive has 
expanded the Development Fund's funding criteria to now include non-primary sector business. 
Considering the Development Fund's primary directive is to support primary sector development 
in the State, the Childcare program funding has been segregated from the other Development 
Fund dollars so as to retain that funds identity. Therefore, for purposes of explanation in this 
testimony, the Development Fund's traditional primary sector business financing activity will be 
reported separately from the Development Fund's childcare loan program activity. 

The new childcare loan program began on July I, 2009. As of December 31, 2010 there have 
been $588,985 committed to childcare based loans to support IO childcare operations. Based 
upon present usage, as well as active loan requests being processed and considered, an estimated 
balance within the Childcare Loan Program Funds that would be available for the new biennium 
beginning July I, 20 I I, if no new funding requests were received from December 8, 20 IO to 
June 30, 201 I would be $661,015. This has been a pro6,ram that is seeing steady demand with 
increased demand expected as the program continues to be marketed. The Development Fund is 
requesting an appropriation of $400,000 to continue with the childcare loan program throughout 
the 2011-2013 biennium. If the Development Fund receives the $400,000 in new appropriations 
that will be requested during the 2011 Legislative Session, there should be sufficient funds 
available to meet future childcare loan requests. 
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Except for the $1,250,000 appropriated for the 2009-2011 biennium for the childcare loan 
program, the Development Fund's last general fund appropriation was received for the 2007-
2009 biennium in the amount of$3,000,000. Along with the appropriation, the Development 
Fund was also approved to access a reserve of $1,000,000 through the Bank of North Dakota, if 
the funds were needed prior to the end of the 2007-2009 biennium. The $1,000,000 reserve was 
not accessed. Other than the $400,000 requested for continuation of the childcare loan program, 
the ED&F budget is not requesting any additional appropriation for the Development Fund 
proper. 

The Development Fund has funded 33 new projects for a total of$6,056,869 from July I, 2009 
to November 30, 2010. 

On June 30, 2011, the Development fund is projecting to have a cash balance of approximately 
$7,407,881.61. The Development Fund has averaged approximately $5.2 million in new 
loans/investments per year over the past 3 years, and averaged approximately $2.8 million per 
year ofloan/investment collections. The Development Fund covers all operating expenses, 
averaging $361,758 per year, from its loan/investment returns. If the Development Fund 
continues at its present pace in making loans/investments, realizing loan/investment collections, 
and covering operating expenses, an estimated cash availability of $1.8 million is projected for 
the fund on June 30, 2013. lfthe Development Fund maintains the collections average of$2.8 
million per year in the 2011-2012 year, and operating expenses of$361,758 for that year, it is 
estimated there will be approximately $4.6 million available to make loans/investments in the 
final year of the biennium as collections are received. 

The Development Fund is one ofNorth Dakota's primary economic development finance tools 
and has been well managed. Since its creation in 1991, the Development Fund has received a 
total of $30 million in legislated general fund appropriations. In turn, the Development Fund has 
invested $82.2 million in 499 projects involving 467 different primary sector businesses across 
North Dakota. The Development Fund has truly become a revolving loan fund, as exemplified 
by the fact that it has invested 2.74 times more dollars than it has received in general fund 
appropriations. It is also a program which is having a very positive overall economic impact in 
the state. A private consulting firm conducted an assessment of the Development Fund's impact 
in 2007. The report assessed the Development Fund's activities for an eight year period from 
2000 to 2007. The impact analysis indicates that the Development Fund realized a 230% return 
on net investment back to the state. That return is relative to the year 2007 only. It does not 
reflect a projection of on-going returns expected in future years. 

The North Dakota Development Funds has averaged 25 projects a year since its inception and an 
average total funding per year of$4.3 million. The average outstanding portfolio of the Fund 
from 1999 to 2010 has been $19,220,482 (loans & equity). The Fund has averaged $1,112,036 
per year in average income and has had an average administrative expense of$257,573. The 
average annual net income to the Fund after expenses has been $854,446. The appropriation of 
$3,000,000 for the 2007-2009 biennium allowed the Development Fund to continue to do 
"business as usual" in assisting primary sector businesses in the State over these two years. 
During the 2009-2011 biennium, the Development Fund has been able to meet their funding 
demand and is projecting to meet its future demand to provide gap finance assistance to 
companies during the coming biennium. 

Additional details relative to the N011h Dakota Development Fund's history and statistical review 
can be found in Appendix A. 
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Agricultural Products Utilization Commission 

The Agricultural Products Utilization Commission (APUC), since being established in 1979, has 
consistently been a very popular pro1,>ram across North Dakota fulfilling its mission of creating 
new wealth and jobs through the development of new and expanded uses for all North Dakota 
agricultural products. To achieve this mission the Commission administers seven grant 
programs and special sponsorships. The grant programs encompass; basic and applied research, 
farm diversification, marketing and utilization, prototype development, technology, technical 
assistance, and nature based agri-tourism. 

To date for the 2009-2011 biennium, APUC has awarded $885,100 to 28 projects (including 
sponsorships). The breakdown into the various program areas are as follows: 

• Basic and applied research = $206,814 
• Farm Diversification = $0 
• Marketing and Utilization = $533,286 
• Prototype Development = $83,000 
• Technology = $25,000 
• Technical Assistance = $5,250 
• Nature Based Agri-Tourism = $1,000 
• Sponsorships = $30,750 

APUC continues to be a popular funding source for value added businesses in North Dakota. 
APUC is currently one of the last state granting sources for companies looking to fund intangible 
costs that are necessary to move projects forward but have difficulty in accessing capital to fund. 
This would include such costs as preparing business plans, feasibility studies, marketing plans, 
conducting prototype development, etc. Many of the project operators supported by APUC have 
stated that APUC's investment in the early stages of their project was crucial to their overall 
success. 

A few examples of APUC completed projects during this biennium include: 

• 

• 

• 

FK Corporation - ND Beef Packing - The goal of this project is to build and operate a 
beef packing/processing plant at a suitable location in ND. APUC assistance supported 
the projects need to conduct an in-depth feasibility study and develop a detailed business 
plan. The project operators are now to the point of evaluating ND location options. 
Flax USA - Flax Marketing & Utilization - APUC supported this fifth-generation family 
farm business in their efforts diversify their business by developing new flax products 
and entering new markets. Flax USA is quickly becoming the leading retail flax product 
company in the nation. 
Growing Native Assets through Nature & Heritage - In the Fall of 2010 APUC 
contracted with Marketplace of Ideas to conduct seminars on four Native American 
reservations across ND. The purpose of the programming was to promote the use of 
natural resources and the preservation of culture through gardening, famers markets, and 
other agri-business to grow the economy within North Dakota's Native American 
reservations. 311 individuals participated in the four seminars. 

The APUC funding request for the 2011-2013 biennium is$ I ,701,483. This amount reflects a 
slight increase to staff salaries and wages. 
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It is also worth nothing that a portion of APUC's budget comes from dollars received from the 
agricultural fuel tax refund. These funds have been declining over the years. For example in the 
2003-2005 biennium; APUC received approximately $500,000 from the fuel tax refund. So far 
for the 2009-2011 biennium, APUC has received approximately $105,513. During the 2009 
legislative session the legislature approved the transfer of 5% of the state mill and elevator's 
profits to the agricultural fuel tax fund to support APUC project funding. The 2009 transfer rom 
the ND Mill and Elevator profits was $658,995.50 

The most recent APUC Grant Report (2008-2010) can be found in Appendix B. 

Business Development & Research 

The ED&F Division, particularly through its business development and research group, fulfills a 
variety of functions targeted towards in-state constituents and out-of-state target markets. 
ED&F's efforts focus on fulfilling the needs of, and supporting local community partners and 
stakeholders across the state. These partners and stakeholders include, but are not limited to; 
local development professionals, city staff, community development volunteers, business owners 
and operators, entrepreneurs, universities, industry associations, etc. 

ED&F's business development team brings target industry competencies into the business 
development process, creating enhanced expertise, customer service, and results. This team 
brings background and knowledge to the following target industries. 

o Value-Added Ag 
o Technology Based Business/Science & Technology 
o Energy 
o IT/Backoffice/Business Services 
o Manufacturing/ Aerospace 

The business development staff also includes expertise in the area of business retention and 
expansion. 

The business development & research team's efforts are very broad reaching. The group's 
primary areas of service include, but are not limited to, the following: 

• Support existing in-state companies and start-up entrepreneurial development 
o EXAMPLE: A large value-added ag processor in North Dakota was considering 

expanding their production capacity as well as making very broad upgrades to 
their existing facilities ranging from material handling, technology improvement, 
and alternative energy utilization. ED&F staff assisted company officials lo 
identify state and local finance and tax incentive programs as well as providing 
liaison services to connect the company with key players in other state agencies. 
The company is moving forward with the expansion and upgrades. 

• Targeted marketing & recruitment 
o Marketed at 24 out-of-state target industry events/activities. 
o Marketed at 6 out-of-state events/activities focused at site selection consultants 

and corporate real estate executives . 
o EXAMPLE: In 2010 ED&F exhibited at the AUVSI Unmanned Systems annual 

conference. As a result of meeting a company executive at previous events and 
fu1ihering conversations at the AUVSI 2010 event, a foreign company involved in 
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the unmanned aerial systems simulator development business has recently 
announced they will be establishing their U.S. base of operations in North Dakota 
and will create high paying product development positions in Grand Forks. 

• Assisting out-of-state companies moving operations into North Dakota 
o EXAMPLE: A small company based in Louisiana identified a small rural ND 

community, Hazzelton, as the ideal community in which to locate business 
operations and serve as the new home for the principals of the company. ED&F 
staff worked with the company and community to identify business finance and 
incentive offerings, and facilitate connections with appropriate government 
officials as well as private sector service and product suppliers to support the 
company's needs. 

• Linking existing in-state businesses to new business opportunities 
o EXAMPLE: ED&F staff worked with a company, considered to be one of the 

leading companies in the aerospace industry, to organize a supplier symposium to 
expose North Dakota companies to potential supplier opportunities with this large 
OEM and their tier 1 suppliers. 23 North Dakota companies paiiicipated in the 
event, which provided them direct one-on-one exposure with the host companies. 
A number of companies in attendance have been offered opportunities to bid on 
contracts with the OEM and its Tier 1 suppliers. 

• Community & Company Capacity Marketing 
o EXAMPLE: The ED&F Research staff has developed an online system to assist 

communities to market their available buildings and properties as well as list all 
relevant community data to support on-line enquiries. The website also hosts a 
searchable database ofNorth Dakota manufacturers, which lists the companies' 
manufacturing capabilities and their desire to provide contract production services 
or whether they are interested in identifying available contract manufacturers. 
The system is designed to help companies identify North Dakota contract 
manufacturers/suppliers. 

• Reviewed and processed certification applications for companies wanting to access state 
programs 

o 68 companies certified or recertified for Primary Sector status 
o 13 companies certified for Seed Capital Investment Tax Credit status 
o 4 companies certified for A1,,ricultural Business Investment Tax Credit status 
o 2 companies certified to assign, trade or sell R&D tax credits 
o 7 Entrepreneurial Centers certified 
o 8 Angel Funds certified to be eligible for the Angel Fund Tax Credit 

• Community & stakeholder support services 
• Liaison services between the private sector and State government and other public sector 
• Centers of Excellence promotion, partner development, and due diligence 
• Research services for partners and stakeholders 
• Serving on advisory boards and providing support services to State Commissions and 

other boards 

As a result of these efforts and others over the past years, the business development staff has 
played a significant role in the new location and/or expansion of 17 companies in North Dakota . 
An economic impact analysis was conducted on these projects using the assessment model 
developed by "Regional Economic Models, Inc." The economic impact assessment projected 
the following outcomes for the State of North Dakota by the year 2015 as a result of the location 
and expansion of these projects in the state. 
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• 1,500+ jobs ( direct and indirect) 
• $460+ million dollars of personal income 
• $ 90+ million dollars of state tax revenues 

These 17 companies are strictly those companies that have resulted in a new location into the 
state or a significant facility expansion. This is by no means a complete list of companies or 
projects that have been positively impacted by the efforts of the ED&F staff. 

ED&F's business development marketing and referral programs have resulted in significant 
project development activity that has been generated the following new project activity over the 
past two years . 

• 80 newly initiated level 1 & 2 projects. 
o Level 1 project - A company with a defined project and is considering ND 
o Level 2 project - A company with a defined project but uncertain of its level of 

interest in ND 
• 30 company site visits to North Dakota. 

• 18 Requests for Proposals (RFPs) on different projects disseminated to local developers. 

These numbers are not fully representative of the total number of new prospective leads 
generated, but rather are only those that have evolved to a level where a defined project is 
showing an interest in No1ih Dakota as a location for their business. 

ED&F's business development efforts place an emphasis on working closely with local 
community developers and leaders. Business development staff travel across the state to conduct 
community and company visits. These outreach visits better familiarize the ED&F staff with the 
assets and capabilities ND communities and businesses have to offer, while at the same time 
providing community and business stakeholders an opportunity to address their needs to state 
officials. Over the past two years the ED&F staff and other Commerce staff have: 

• 35 Communities visited 
• 35+ Primary Sector companies visited 

The information gathered from these efforts helps to assure ED&F performs in a manner that is 
compatible with the communities and companies throughout North Dakota. 

The business development & research groups within ED&F are well positioned to continue to 
provide an aggressive and productive program delivery as we are presently structured. 
Regarding ED&F staffing and budgets for the upcoming biennium: 

• ED&F is not proposing to add any new FTE's. 
• The ED&F business development and research groups are not requesting any budget 

enhancements other than proposed salary increases. 

Conclusion 

The Economic Development & Finance Division of the Department of Commerce houses 
programs and components that reach out (o supporting development across multiple industry and 
demographic sectors in communities throughout North Dakota. The ED&F Division has 
submitted a budget that will allow for the ·~ontinued delivery of such programs and efforts. 
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North Dakota Development Fund Economic Impact for the State of North Dakota 
Dated: December 8, 2010 

Year July 1. 1990 to June 30. 1991 

-Invested: 2 "Primary Sector" projects including 2 different businesses of which 1 was 
located in a rural community. 

-Total Invested:. $125,000 
-Of the $125,000 invested, the NDDF has charged off$125,000 (100%) 

Year July 1. 1991 to June 30. 1992 

-Invested: 10 "Primary Sector" projects including 9 different businesses of which 3 were 
located in a rural community. 

-Total Invested: $1,891,000 
-Of the $1,891,000 invested, the NDDF has charged off $821,031 (43%) 

Year July 1. 1992 to June 30. 1993 · 

-Invested: 22 "Primary Sector" projects including 22 different businesses of which 14 
were located in a rural community. 

-Total Invested: $4,261,000 
-Of the $4,261,000 invested, the NDDF has charged off$ I ,574,058 (37%) 

Year July 1, 1993 to June 30. 1994 

-Invested: 24 "Primary Sector" projects including 24 different businesses of which 17 
were located in a rural community. 

-Total Invested: $2,166,700 
-Of the $2,166,700 invested, the NDDF has charged off$ 1,537,402 (71 %) 

Year July 1. 1994 to June 30. 1995 

-Invested: 28 "Primary Sector" projects including 28 different businesses of which 14 
were located in a rural community. 

-Total Invested: . $3,501,894 
-Of the $3,501,894 invested, the NDDF has charged off $1,911,833 (55%) 

Year July 1. 1995 to June 30. 1996 

-Invested: 21 "Primary Sector" projects including 18 different businesses of which 10 
were located in a rural community . 

-Total Invested: $3,757,600 
-Of the $3,757,600 invested, the NDDF has charged off$759,321 (20%) 
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Year July 1, 1996 to June 30, 1997 

-Invested: 22 "Primary Sector" projects including 20 different businesses of which 10 
were located in a rural community. 

-Total Invested: $3,501,894 
-Of the $3,501,894 invested, the NDDF has charged off$707,864 (20%) 

Year July 1, 1997 to June 30, 1998 

-Invested: 28 "Primary Sector" projects including 28 different businesses of which 14 
were located in a rural community. 

-Total Invested: $4,768,235 
-Of the $4,768,235 invested, the NDDF has charged off $1,195,532 (25%) 

Year July 1, 1998 to June 30, 1999 

-Invested: 27 "Primary Sector" projects including 25 different businesses of which 13 
were located in a rural community. 

-Total Invested: $4,021,708 
-Of the $4,021,708 invested, the NDDF has charged off$392,823 (10%) 

Summary: July 1, 1990 To June 30, 1999: 

Total Projects Funded: 
Total Businesses Funded: 
Average Projects Per Year: 
Total Businesses Still Operating: 
Total Invested: 
Average Funded Per Year: 
Average Project Funded: 
Total Charged-Off: 
Average Charge-Off Per Y car: 
Average Charged-Off Per Business (108 Charged-Off): 

Year July 1, 1999 to June 30, 2000 

184 
176 

20 
68 (39%) 

$27,995,031 
$ 3,110,559 
$ 152,147 
$10,383,749 
$ 1,153,749 
$ 96,145 

-Invested: 30 "Primary Sector" projects including 27 different businesses of which 19 
were located in a rural community. 

-Total Invested: $4,818,307 
-Development Fund contributed to the start-up of l O businesses, which 8 were located in 

rural communities. 8 of the 10 (80%) continue to operate today. 
-7 of the projects were ag. processing facilities. 
-Of the $4,818,307 invested, the NDDF has charged off $920,597 (19.1 %) 
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Year July 1, 2000 to June 30, 2001 

-Invested: 40 "Primary Sector" projects including 36 different businesses, of which 17 
were located in rural communities. 
-Total invested: $7,242,849 
-The Development Fund dollars invested leveraged $40,000,000 from other funding 

sources resulting in a $4. 77 to 1 ratio-for every Development Fund dollar invested, 
$4. 77 was invested from other sources. 

-3 of the projects were ag. processing facilities. 
-Investments contributed to the projected creation of 594 jobs 
-Development Fund contributed to the start-up of 10 businesses, which 2 were located in 

rural communities. 8 of the 10 (80%) continue to operate today. 
-Of the $7,242,849 invested, the NDDF has charged off$279,080 (4.0%) 

Year July 1, 2001 to June 30, 2002 

-Invested: 23 "Primary Sector" projects including 23 different businesses, of which 14 
were located in rural communities. 
-Total invested: $2,537,800 
-The Development Fund dollars invested leveraged $17,645,575 from other funding 

sources resulting in a $7.00 to 1 ratio-for every Development Fund dollar invested, 
$7 .00 was invested from other sources. 

-2 of the projects were ag. processing facilities. 
-Investments contributed to the projected creation of 730 jobs 
-Development Fund contributed to the stat1-up of 13 businesses, which 10 were located in 

rural communities. 4 of the 13 (31 %) continue to operate today. 
-Of the $2,537,800 invested, the NDDF has charged off$675,980 (26.4%) 

Year July 1, 2002 to June 30, 2003 

-Invested: 26 "Primary Sector" projects including 26 different businesses, of which, 16 
were located in rural communities. 

-Total investment: $3,447,032 
-Of the 26 "Primary Sector" businesses funded, 19 (73%) continue to operate today. 
-7 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments contributed to the projected creation of 302 jobs. 
-Development Fund contributed to the start-up of 13 businesses, which 8 were located in 

rural communities. 8 of the 13 (62%) continue to operate today. 
-The Development Fund dollars invested leveraged $20,509,840 from other funding 

sources resulting in a $5.95 to 1 ratio-for every Development Fund dollar invested, 
$5.95 was invested from other sources. 

-Of the $3,447,032 invested, the NDDF has charged off$214,376 (6.2%) 
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Year July 1, 2003 to June 30, 2004 

-Invested: 22 "Primary Sector" projects including 22 different "Primary Sector" 
businesses, of which, 14 were located in rural communities. 

-Total investment: $2,199,267 
-Of the 22 businesses funded, 19 (86%) continue to operate today. 
-8 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments contributed to the projected creation of 128 jobs. 
-Development Fund contributed to the start-up of 10 businesses, which 8 were located in 

rural communities. 8 of the 10 (80%) continue to operate today. 
-The Development Fund dollars invested leveraged $17,572,903 from other funding 

sources resulting in a $7.18 to I ratio-for every Development Fund dollar invested, 
$7.18 was invested from other sources. 

-The Development Fund paid $500,000 to help fund the Centers of Excellence at the 
University ofN01th Dakota and North Dakota State University. 

-The Development Fund paid all expenses incurred by the Fund in 2004 in the amount of 
$319,159. 

-Of the $2,199,267 invested, the NDDF has charged off $604,333 (27.4%) 

Year July I, 2004 to June 30, 2005 

-Invested: 50 "Primary Sector" projects including 42 different "Primary Sector" 
businesses, of which, 30 of the projects were located in rural communities. 

-Total investment: $5,125,384 
-Of the 42 businesses funded, 27 (64%) continue to operate today 
-13 of the projects were ag. processing facilities, which utilize a1,'!icultural commodities. 
-lnvestments made contributed to the projected creation of 462 jobs. 
-Development Fund contributed to the start-up of20 businesses, which 12 were located in 

rural communities. 10 of the 20 (50%) continue to operate today. 
-The Development Fund dollars invested leveraged $20,111,493 from other funding 

sources resulting in a $3.53 to 1 ratio-for every Development Fund dollar invested, 
$3.53 was invested from other sources. 

-Of the $5,i25,384 invested, the NDDF has charged off$653,572 (11 .4%) 
-The Development Fund has invested $55 million in 356 "Primary Sector" businesses 

since inception. The Fund has received $27 million from legislative appropriations 
since start-up. Of the $55 million invested, $20.5 million has been invested in rural 
communities. The Fund has become a revolving loan fund. 

-The Development Fund continues to be self-funding. The Fund paid all expenses 
incurred during 2005, which totaled $300,495. The Fund has not received an 
appropriation from the legislature, since 2001. 

-Of the $5,125,384 invested, the NDDF has charged off$653,572 (11.4%) 
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Year July 1, 2005 to June 30, 2006 

-Invested: 32 "Primary Sector" projects, which include 27 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $6,632,726 
-Of the 27 "Primary Sector" businesses funded, 22 (81 %) continue to operate today. 
-5 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments made contributed to the projected creation of 497 jobs. 
-Development Fund contributed to the start-up of 12 businesses, of which, 7 were located 

in rural communities. 8 (62%) of the 13 businesses continue to operate today. 
-The Development Fund dollars invested leveraged $106,327,372 from other funding 

sources resulting in a $16.03 to 1 ratio-for every Development Fund dollar invested, 
$16.03 was invested from other sources. 

-The Development Fund paid $500,000 to the North Dakota Trade Office to cover its 
operating expenses. 

-The Development Fund continues to be self-funded. The Development Fund covered its 
operating expenses in 2006, totaling $335,593. 

-Of the $6,632,726 invested, the NDDF has charged off$86,890 (1.0%) 

Year July I, 2006 to June 30, 2007 

-Invested: 23 "Primary Sector" projects, which include 22 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $5,102,600 
-Of the 22 "Primary Sector" businesses funded, 20 (91 %) continue to operate today. 
-3 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Development Fund contributed to the start-up of 6 businesses, of which, 2 were located 

in rural communities. 5 (83%) of the 6 businesses continue to operate today. 
-Investments made contributed to the projected creation of250 jobs. 

-The Development Fund dollars invested leveraged $34,601,396 from other funding 
sources resulting in a $6.78 to 1 ratio-for every Development Fund dollar invested, 
$6. 78 was invested from other sources. 

-The Development Fund continues to be self-funded. The Development Fund covered its 
operating expenses in 2007, totaling $342,036. 

-Of the $5,102,600 invested, the NDDF has charged off $48,297 (.94%) 
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Year July 1, 2007 to June 30, 2008 

-Invested: 21 "Primary Sector" projects, which include 21 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $5,370,926 
-Of the 21 "Primary Sector" businesses funded, 20 (95%) continue to operate today. 
-7 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Development Fund contributed to the start-up of8 businesses, of which, 4 were located 

in rural communities. 4 (100%) of the 4 businesses continue to operate today. 
-The Development Fund continues to be self-funded. The Development Fund covered 

Its operating expenses in 2007, totaling $321,453. 
-Of the $5,370,926 invested, the NDDF has charged off$0.00 (0%) 
-The NDDF received an appropriation from the Legislative Session in the amount of 

$3,000,000.00 to be used to help fund future investments. 

Year July 1, 2008 to June 30, 2009 

-Invested: 18 "Primary Sector" projects, which include 18 different "Primary Sector" 
businesses, of which, 7 were located in rural communities. 

-Total investment: $7,390,632 
-Of the 18 "Primary Sector" businesses funded, 17 (94%) continue to operate today. 
-The Development Fund continues to be self-funded. The Development Fund covered 

Its operating expenses in 2008, totaled $377,204. 
-Of the $7,390,632 invested, the NDDF has charged off$0.00 (0%) 

Year July 1, 2009 to June 30, 2010 

-Invested: 22 "Primary Sector" projects, which include I 9 different "Primary Sector" 
businesses, of which, 6 were located in rural communities. 

-Total investment: $2,859,128 
-Of the 19 "Primary Sector" businesses funded, 19 (I 00%) continue to operate today. 
-The Development Fund continues to be self-funded. The Development Fund covered 

Its operating expenses in 2009, totaled $386,615. 
-Of the $2,859,128 invested, the NDDF has charged off$0.00 (0%) 

July 1, 2010 to November 30, 2010 

The Development Fund has made 8 investments totaling $1,406,985. 
Of the 8 projects, 3 projects were located in a rural community. 
-All 8 projects continue to operate today. 
-Of the $1,406,985 invested, the NDDF has charged off$0.00 (0%) 
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Summary: July l, 1999 To December 8, 2010: 

Total Projects Funded: 
Total Businesses Funded: 
Average Project: 
Total Businesses Still Operating: 
Total Invested: 
Average Funded Per Year: 
Average Project Funded: 
Total Charged-Off: 
Average Charge-Off Per Y car: 
Average Charged-Off Per Business (63 Charged-Off): 

Summary: 

July 1, 1990 To December 8, 2010: 

315 
291 
28 

228 (78%) 
$54,133,363 
$ 5,413,363 
$ 171,852 
$ 3,917,099 
$ 391,709 
$ 62,176 

-Invested: 499 projects (25/year) in 467 (23/year) different "Primary Sector" businesses. 
-Total Investments: $82,128,667 ($4,322,561/year) 
- Legislative Appropriation Received: $30,000,000 ($1,500,000/Year)/ NDDF paid back 

to the General Fund as listed below $2 million for use in the Center of Excellence 
Program and the North Dakota Trade Office. The Net appropriated funds to the NDDF 
would be $28 million. 

- NDDF has invested 2.74 times more than the amount of the Legislative Appropriations 
received 

-The NDDF averaged $1,500,000/Year from Legislative Appropriations and Invested an 
Average of$4,322,561/Year (Revolving Fund). 

-Average Project Funded: $ 164,586 
-Average Funded Per Year: $ 4,322,561 
-Average Projects Per Year: 25 
-Average Businesses Per Year: 23 
-Total Charged Off: $14,300,848 
-Average Charge-Off Per Year: $ 715,042 
-Loss Rate: 17.41 % 
-Invested in Start-up businesses July I, 1999 to December 8, 2010: 118 ( I I/year): 
68 of the start-up businesses were located in rural communities 
Currently operating: 77/1 I 8 (66%) 

-Total Businesses Still Operating: 287 of 467: 62% 
-Ag. related projects (July I, 1999 to December 8, 2010): 63 
-Development Fund paid $1,000,000 back to the General Fund for the Centers of 

Excellence at the University of North Dakota, North Dakota State University of 
$500,000 and payment to the North Dakota Tracie Office of $500,000. 

-Development Fund became self-funding in 2003 . 





LETTER FROM THE GOVERNOR 
¥3 ¥ iii 1¥f61111§14 Slbiid hf5F'Ei M 15 & 

% 

) • -State of------

N orth Dakota 

., .] 
Office of the Governor 
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Governor 

North Dakota's Centers of Excellence program is a real success story. The Centers program is 
built on the concept of partnering the research capacities found in our public colleges and universities 
with private-sector companies to generate jobs and new business opportunities. 

Much like our nation's transportation system was the economic infrastructure for the 20th Century, 
the North Dakota Centers of Excellence program is building the economic infrastructure of the 2P' 
Century that is based on research, technology and intellectual capacity. 

The program, now in its fifth year, is having a significant impact in our state. According to a fall 
2010 study by North Dakota State University Professor Larry Leistritz, the North Dakota Centers of 
Excellence program has leveraged $26.2 million in state funding into an economic impact of $406.5 A 
million through June 30, 2010. · . W, 

The Centers program is built on the concept of partnerships. Our colleges and universities are 
filled with intellectual resources, high-tech equipment and training capacity that are valuable for 
private-sector companies. As a testament to '.this, 190 companies have formed partnerships with North 
Dakota Centers of Excellence. These partnerships have leveraged $152.9 million of matching funds, an 
amount far exceeding the $33.9 million of state funds disbursed to the Centers. 

These partnerships are generating results. The Centers of Excellence program has helped create a 
total of 1,017 direct jobs at an estimated annual payroll of $53.4 million, with direct employment 
increasing more than 240 percent since 2007. 

By aggressively pursuing resear_ch in all of our state's targeted industries, the Centers of 
Excellence program is nurturing the pioneers of our future. Initiatives like this will help our 
private-sector businesses uncover the promising new opportunities that will continue to build a strong 

. ' . -._- •. ' . ,,'iJ. .. •/ 
future for North.Dakota. - . ·; - · - - ;; ' 

- ".. -; . 

Sincerely, , ' 

•1·· 
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SUMMARY 

The Centers of Excellence are hubs of research and development on the campuses of North Dakota's colleges and 

universities, partnering with private companies to commercialize new products and services. The Centers explore 

research in the fields of energy, agriculture, life sciences, electronics, aerospace and manufacturing. 

North Dakota legislators authorized funding for several pilot Centers of Excellence projects in the 2003 session before authorizing the full program. These 
include the UNO Center for Innovation in Grand Forks, the NDSUTechnology lncubator and the NDSU Beef Systems Center of Excellence in Fargo. 

In 20q5, the Legislature expanded this concept into the current competitive grant program. Since then, the Legislature has approved a total of $60 
million for the program. Of these funds, the Centers of Excellence Commission has awarded $54.1 million, launching 20 new Centers of Excellence. 
In 2009, the Legislature established Centers of Excellence Enhancement Grants. The Enhancement Granes have been allotted $10 million of the 
program funds, which are available co the state's research universities, UNO and NDSU, during the 2009~1 l biennium. 

So far, $26.2 million of the awarded funds have been spent by the Centers which have leveraged over $150 million from the private sector and other 
sources. Due co careful due diligence and project requirements on ch~ part of the program and the university system, projects are funded and dollars 
spent only when the required match is available and the project is ready to move forward. With only one~third of the total available program dollars 

spent as of June 30, 2010, the Centers of Excellence program had the following economic benefits: 

$406.5 MILLION ECONOMIC IMPACT 

'Jh.e Centers of Excellence program has had $406.5 million in 

1,017 NEW DIRECT JOBS 

The Centers of Excellence prog"~am has lead to the creation of 
1,017 direct jobs at an estimated annual payroll of $53.4 million 

] 
' ' .i 

•

stimated total economic impact to North Dakota's economy. · 
is includes a direct impact of $141.2 million generated by the 
1cers and their partners. 

created by the centers themselves or by partnering companies. '..:.l··· 

Direct employment resulting fr<.?m the Centers increased more. j 
than 240 percent since 2007. Over the same period, hundreds d 

of secondary jobs were also supported by the Centers. j 

190 PRIVATE SECTOR PARTNERS 

The Centers have formed partnerships with 190 companies. 
These include companies in target industries such as advanced 
manufacturing, energy, technology, and value~added agriculture, 
as well as emerging industries such as life sciences and 
unmanned aircraft systems. 

CENTER STATUS 

These Centers are still in the early stages of development, 
Each competitively awarded Center of Excellence has its progress 
monitored for six to ten years. During chis time period, it is 
anticipated that each center will produce the results proposed at 

the outset of its project. 

No Center has yet reached its maturity. Three Centers have yet to 
be launched.Twenty Centers are currently in operation: . 

• 
7 Centers have been in operation for 2 fiscal ye~rs or less 

3 Ce-nters have,'been in oper~~ic.:,_n for ~-:~!~al y~~r~ 
9 Centers have been in op.eraCi0n fq/_1:,fi~Cal }'e"~i-~. 
1 center has ~e~~ in of.'~,ra~!~!_1,_.f9,r)f~\~~t;y~a~1, 

-.,;:,' 'l- ·; •. ! ( 

18 NEW OR EXPANDED BUSINESSES 

Eighteen new or expanded businesses have resulted from the 
Centers of Excellence program. This includes seven new spinoff 
companies, six companies that expanded co North Dakota, and 
five companies that have expanded wichirl the stare. 

STATUS OF CENTERS OF EXCELLENCE INVESTMENT June 30, 2010 

Spent $26.2 million 

Disbursed to Centers {not yet spe_nr) $7. 70 million 

Approved ( waiting disbursement) $23.1 million 

Available for awards $5.30 million 

Total $62.3 million 

' ' ,, 
., 



I E LES OF OTHER KEY BENEFIT 

The NDSU Center for Surface Protection is investigating coatings and 
polymers technologies chat may have applications in North Dakota's 
energy industry, including increasing the efficiency of electrical generation 

from coal. 

Intelligent InSites is involved in the healthcare asset and people tracking 
market. The NDSU Center for Integrated Electronic Systems has 

partnered with lncelligenr lnSites to enhance its current product and 
assists with design and development of its new product releases. 

A ne~ Center, the NDSU Center for Advanced Technology Development 
and Commercialization, will partner with Triton Systems, Inc. to develop 
product applications based upon proprietary and patented liquid silicon 
technology developed at NDSU. 

The UNO Unmanned Aircraft Systems Center of Excellence is working 
to resolve the "sense and avoid" issue which is a critical barrier to opening 
national airspace co unmanned aircraft systems, The Center is developing 
the Automatic Dependent Surveillance•Broadcast (ADS·B) transceiver, a 
communication device for small UAS vehicles . 

. The lJND Energy and Environmental Research Center's National Center 

'

ydrogen Technology is teaming with industry and government 
ts to demonstrate advanced clean coal gasification to produce 
ogen~rich gas from a variety of coals, with a special emphasis on 
h Dakota lignite. These projects are bringing together numerous 

p y rs in the North Dakota energy industry. 

The BSC National Energy Center of Excellence has seen enrollment in its 

energy programs increase by 27 percent since the fall 2008 semester. 

The WSC Petroleum Safety and Training Center provides training for 
171 companies in the oil and gas industry. Over 4,000 individuals.were 

trained in fiscal year 2010 alone. 

The UNDRF Center of Excellence for Passive Therapeutics and partner 
Avianax are performing pre•dinical trials to advance therapeutic intibody 
produces. The first product targeted is an antibody to the West Nile Virus. 

NDSU Technology Incubator graduate Appareo Systems was named 
the 2010 Outstanding Incubator Graduate· Technology Category by the 
National Business Incubation Association. 

SUMMARY 



ADVANCED MANUFACTURING 

STATE FUNDS 

Launch Date: February 2006 
Award: $3,000,000 
Disbursed to the Center: $3,000,000 
Spent by the Center: $1,744,255 

PROJECT NOTES AND HIGHUGKTS 

CENTER FOR ADVANCED ELECTRONICS DESIGN 
& MANUFACTURING North Dakota State University ., ~ 

1805 NDSU Research Park Drive North • Fargo, ND 58102 701.231.895 f 
www .ndsu.edu/ caedm 

The Center for Advanced Electronics Design and Manufacturing (CAEDM) performs research 

and development for private sector partners and collaborators specializing in areas including 

wireless .sensors, electronic systems, miniaturized electronics and prototype development. The 

Center's efforts help partners and collaborators meet product and technology needs wl1ile enabling 

and promoting commercialization opportunities of new products and technologies. 

MATCHING & LEVERAGED FUNDS 

Received: $13,022,112 

PRIVATE SECTOR PARTNERS 

Deceleration Technologies, Pacific 'Northwest 
National Laboratories, Pedigree Technologies, 
Phoenix International, PPG Industries, 
Reitz Consulting. Starkey Labs, Tessara 

As of June 30, 2010, the CAEDM and its partners have created six new jobs . 

• 

G Industries and the CAEDM collaborated co improve adhesion processes for an electronics substrate produce line and are jointly working co 

ntify commercialization opportunities for the technology. 

e CAEDM provided support to Starkey Labs in testing and evaluating new hearing aid produces. .,l 
• The CAEDM has worked with North ;Dakota companies such as Aldevron on a unique robotic manufacturing product prototype, Phoenix .. , 

International on engineering activities regarding wave soldering. and Deceleration Technologies on testing their brake illumination product. 



ADVANCED MANUFACTURING 

I 
CENTER FOR INTEGRATED ELECTRONIC SYSTEMS 

North Dakota State University 

1735 NDSU Research Park Drive North • P.O. Box 6050 - Dept. 4000 
Fargo, ND 58108-6050 • 701.231.6542 

www.ndsu.edu/ cies/ 

The Center for Integrated Electronic Systems (CIES) will perform research and development 

projects to· integrate electronic hardware and software systems. Such projects will enable private 

sector partners to create and manufacture new products, improve existing products, increase 

profitability and become more competitive in the global marketplace. 

STATE FUNDS 

Launch Date: June 2009 
Award: $2,050,000 
Disbursed to the Center: $1,366,171 
Spent by the Center: $370,550 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $700,372 
Total Anticipated: $4,100,000 

• As of June 30, 2010, the CIES and its partners have created 111).eW jobs. 

PRIVATE SECTOR PARTNERS 

Datacom International Inc. 
Intelligent lnSites 
Pedigree Technologies 

'

com International Inc. is an enterprise resource planning software company which specializes in the sign industry marker. The CIES worked 
Datacom on major enhancements to its current product's user interface, making it faster, easier to use and more feature~rich. The Center also 

ed Daracom develop a prototype of a new product for estimating and quoting work for sign companies. , , · 

• lligent InSites is involved in the healthcare asset and people tracking marker. The CIES has partnered with lnrelligent'InSites to enhance its 

current product as well as design and development of new products. 

+ The CIES has reamed wirh Pedigree Technologies, a software design and development company, to enhance its user interface and management of 

its server software. 

I 



ADVANCED MANUFACTURING 

STATE FUNDS 

Launch Date: May 2006 
Award: $4,000,000 
Disbursed to the Center: $2,776,661 
Spent by the Center: $1,919,798 

PROJECT NOTES AND HIGHLl~KIS 

CENTER FOR SURFACE PROTECTION 
North Dakota State University 

1735 NDSU Research Park Drive North • Fargo, ND 58102 • 701.231.621 

www.ndsu.edu/ esp 

The Cent.er for Surface Protection (CSP), in collaboration with private sector partners. performs 

research, development and testing of surface pr_otecting coatings and application methods. 

The Center and its i,artners work to improve product durability; to reduce corrosion, erosion, 

and wear properties; and to develop new and improved products and processes. 

MATCHING & LEVERAGED FUNDS 

Received: $5,281,301 

Total Anticipated: $8,000,000 

PRIVATE SECTOR PARTNERS 

Akzo Nobel Aerospace Coatings; Arkema, 
Inc.; Elinor Specialty Coatings; lntegenX; 
lnvista; PPG Industries; SpaceAge Synthetics; 
Technology Applications Group 

As of June 30, 2010, the CSP has created seven new jobs . 

• 

~ew spin~off company, Elinor Specialty Coatings, has been established in North Dakota. The company focuses on developing advanced, 
vironmentally friendly technologies in the polymers and coatings field. 

e Center is investigating coatings and polymer technologies that may have applications in North Dakota's.~nergy industry, including increlllli\\ 
the efficiency of electrical generation from coal. . · W,J 

+ The CSP is working with Arkema, Inc. and SpaceAge Synthetics to develop durable surface materials and improve the reliability of wind 
turbine blades. 

The Cemer, in c01tjunction with the U.S. Automotive Partnership, is studying the use of magnesium alloys to reduce car body weight and 
potentially increase fuel efficiencies. 

The center is working with IntegenX co develop coatings used in components for advanced rapid DNA identification. 



ADVANCED MANUFACTURING 

I 
CENTER FOR ADVANCED TECHNOLOGY DEVELOPMENT 
& COMMERCIALIZATION North Dakota State University 

1735 NDSU Research Park Drive North • P.O. Box 6050 - Dept. 4000 
Fargo, ND 58108-6050 • 701.231.6660 · 

The Center for Advanced Technology Development and Commercialization (CATCOM) will 

IJelp private sector partners in commercializing new inventions, technologies and other intellectual 

property discovered or created by NDSU faculty, staff, students and/or private sector partners. 

The CATCOM will l,elp private sector partners in a number of ways including conversion of 

inventions arid technologies into commercial products and making product enhancements leading 

to better market penetration and market share. 

STATE FUNDS 

Launch Date: N / A 
Award: $3,900,000 
Disbursed to the Center: $0 
Spent by the Center: $0 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $0 
Total Anticipated: $7,800,000 

PRIVATE SECTOR PARTNERS 

Triton Systems, Inc. 

+ This Center was approved by the Budget Section on June 22, 2010. As of June 30, 2010, the Center had not yet requested its initial disbursement 

'

atefunds. 

+ CATCOM's initial project will be a partnership with Triton Systems, Inc, co develop product applications in solar energy, printable/flexible 

ronics and energy storage based upon NDSU's proprietary and patented liquid silicon technology. 



ADVANCED MANUFACTURING 

STATE FUNDS 

Launch Date: N / A 
Award: $2,800,000 
Disbursed to the Center: $0 
Spent by the Center: $0 

PROJECT NOTES AND HIGHLIGHTS 

CENTER FOR SENSORS, COMMUNICATIONS, AND CONTROL 
North Dakota State University 

1735 NDSU Research Park Drive North • P.O. Box 6050 - Dept. 4000 

Fargo, ND 58108-6050 • 701.231.8956 

The Center for Sensors, Communication.sand Control (CSCC) will provide much-needed 

expertise in core areas of JAVA programming, sensor integration and systems engineering that its 

partners are lacking. Tht$e areas of expertise are needed not only by the current partners, but also 

by other businesses in the region. The CSCC will be a product development partner with goals of 

stimulatingjob growt~ and economic development. 

MATCHING & LEVERAGED FUNDS 

Received: $0 
Total Anticipated: $5,600,000 

PRIVATE SECTOR PARTNERS 

Intelligent InSites 
Pedigree Technologies 
PureChoice Inc. 
SNAPS Holding Company 

This Center was approved by the Budget Section on June 22, 2010. As of June 30, 2010, the center had not yet requested its initial disbursement of 

state funds. 

~ CSCC _and Intelligent InSi~es will partner on a number of proj~cts inclu~ing deve~op~enc _of soft~a~e co support_ an "applications store" where 
Wrent InS1tes customers ca.n view, purchase and download the available certified applications mto their 1mpler:nentat1ons. .'j; 
+ The Center will work with Pedigree Technologies to integrate sensors into the company's One View commercial software p~atform, which is a~lf/' 

tracking ~d monitoring solution. 

The CSCC will partner with PureChoice, Inc. to develop an updated version of its Nose hardware, an indoor air quality monitoring device, and to 

continue development of Pure Trac, a building performance software application. 

The Center will work with SNAPS Holding Company on a project that includes developing a suite of software solutions for transportation, 

financial, insurance, public safety and contact center businesses. This software will be customized for rapid deployment in the fastest developing 

economies of the world. 



AEROSPACE 
W¥9&& 

MANNED AIRCRAFT SYSTEMS CENTER OF EXCELLENCE 
University of North Dakota 

John D. Odegard School of Aerospace Sciences 

3980 Campus Road, Stop 9007 • Grand Forks, ND 58202-9007 • 701.777.2615 
www.uasresearch.org 

The Unmanned Aircraft Systems Center of Excellence (UAS COE) performs research and 

development on VAS technologies, applications and VAS human factors issues. Ihe UAS COE 

encourages commercialization of new VAS-related products and services and also focuses on 

education and trainingfor VAS integration into national airspace. 

STATE FUNDS 

Launch Date: May 2006 
Award: $2,500,000 
Disbursed to the Center: $2,500,000 
Spent by the Center: $2,158,668 

I 
PROJECT NOTES AND HIGHLIGKTS 

MATCHING & LEVERAGED FUNDS 

Received: $11,520,144 

As of June 30, 2010, the UAS COE and its partners have created 34 new jobs. 

; . $-1 a+we '** 

PRIVATE SECTOR PARTNERS 

AAI Corporation, Aerovironment Inc., 
American Crystal Sugar Company, Appareo 
Systems, Boeing. BoldMerhod, Cirrus Design 
Corporation, Composite Engineering Inc., 
Diamond Aircraft, Draganfly Innovations Inc., 
Evergreen Internacional Aviation Inc., General 
Atomics, General Dynamics, Goodrich, Ideal 
Aerosmith; Killdeer Mountain Manufacturing. 
L3 Communications, Laserlith Corporation, 
Lockheed Martin, Machine Visionaries LLC, 
Mayo Clinic, Northrop Grumman, Science 
Applicatiolls Incernation?,-1 Corporation, SEO 
Precision, Statistical Methodology & Research 
Design Consultants 

The UAS COE provides cold weather testing ground for unmanned aircraft systems. Research in these cold weather climates must take place before 

UAS can be operated for civilian applications in the northern U.S. airspace. 

The Center is working to resolve the "sense an4 avoid" issue w~ich is a critical barrier to opening national airspace to unmanned aircraft systems. 
The Center is developing the Automatic Dependent Surveillance-Broadcast (ADS·B) transceiver, a communication device for small UAS vehicles. 

UNO is currently the only university in the world offering an uridergraduate UAS degree. The program was initiated in fall 2009 and enrollment is 

growing rapidly as 68 students are enrolled in the program for fall 2010. 

The Center has developed the Air Drop payload for use in search and rescue operations which drops a half pound object at a target within a radius 

of 100 feet. 

Another product under development by the Center is the Laser Communications payload, a small VAS payload capable of laser communications 
with a ground-based receiver. Video captured by the payload will be transmitted to the ground via laser, which is very difficult to electronically jam 

in the battlefield. 

In addition to payload development, the Center is also researching the effects of human factors on UAS Hight performance. Research focuses on 

· ···lhow factors such as fatigue impact the performance of UAS pilots and sensor operators. This area is largely unexplored. 

' ' 
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STATE FUNDS 

Launch Date: June 2009 
Award: $1,000,000 
Disbursed to the.Center: $115,510 
Spent by the Center: $42,507 

PROJECT NOTES AND HIGHLIGHTS 

AEROSPACE 

CENTER OF EXCELLENCE IN SPACE TECHNOLOGY AND OPERATIONS 
University of North Dakota 

UNO Center for People and the Environment 
4149 University Avenue, Stop 9011 • Grand Forks, ND 58202-9011 • 701.777.3543 

The Center of Excellence in Space Technology and Operations will conduct research using a 

network of satellites that take atmospheric measurements simultaneo~sly in hundreds of places 

around the world on a continuous basis. 1his technique U new, yet well demonstrated, and will 

dramatically improve weather forecasts and provide valuable information to the military and 

other users oflong~range radio communications. 

MATCHING & LEVERAGED FUNDS 

Received: $120,000 
Total Anticipated: $3,220,001 

PRIVATE SECTOR PARTNERS 

Broad Reach Engineering Inc. 
GeoOptics LLC 

A lleet of spacecra~ known as CICERO is under development by Broad Reach Engineering and GeoOptics, CICERO will use radio occultation 
(Rb), a remote sensing technique, to observe radio signals from Global Positioning System (GPS) satellites as they pass through the Earth's 

A-mosphere. The resulting data will be used by the Center and other researc~ers to improve the accuracy of weather forecasts. 

- full-scale prototype of the CICERO spacecraft structure and related systems is anticipated to be completed in fiscal year 2011. ~Ii\' 
.. The Center's initial efforts have focused on performing a comparative analysis between GPS-RO derived weather data and data obtained fro.)) 

standard radiosondes. The purpose of the comparison was to determine whether the quality of GPS-RO data from an existing prototype system"' 
was accurate and could be used in the Center's research activities. The GPS-RO data was found to be sufficient and will be integral for future 
research aimed at improving medium-range forecasts for the continental region and the upper Midwest. 

The Center also operates the International Space Station Agri~ultural Camera (ISSAC) aboard the International Space Station. Students perform 
ground operations control tasks, including interacting with NASA, that will develop the skills necessary to operate CICERO. During the last 
year, ISSAC experienced a sensor malfunction which halted its operations. However, a new ISSAC sensor is expected to be launched to the 
International Space Station in January 2011 allowing full operations to resume. 

Once fully operational, CICERO will generate data products that may be sold on a worldwide market with customers such as the U.S. government, 
international government agencies and private sector entities. Additionally, a CICERO mission operations and analysis center will be established in 
Grand Forks creating new, high-tech jobs. 



AGRICULTURE 

KOTA CENTER FOR TECHNOLOGY-OPTIMIZED AGRICULTURE 
Lake Region State College 

1801 College Drive North • Devils Lake, ND 58301-1598 701.662.1600 

www.lrsc.edu/programs/default.asp/id;655 

The Dakota Center for Technology-Optimized Agriculture (DCTOA) focuses on technological 

applications in agriculture and their effectiveness ot1 the plains of North Dakota. Products 

generated by this Center are designed to help North Dakota farmers and ranchers lower input 

costs and increase profitability while having a positive impact on the environment. 

STATE FUNDS 

Launch Date: February 2006 
Award: $850,000 
Disbursed to the Center: $652,730 
Spent by the Center: $450,000 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $1,293,080 
Total Anticipated: $1,900,028 

As of June 30, 2010, the DCTOA and its parmers have created 11 new jobs. 

PRIVATE SECTOR PARTNERS 

Agri lmaGIS Technologies Inc., AGVJSE 
Laboratories, Farmers Edge Precision 
Consulcing Inc., Twete Inc., Verdi~Plus 

ers could save up to 16 percent on fertilizer costs by implementing these practices. A final report from the Center on its findings is expected. I
DCTOA has completed four years of trials on variable rate application of synthetic fertilizer at area "answer farms:' Earlier results indicated 

Center is designing a slurry manure injection tool for use in its research on site-specific control technologies for manure application. In addition 
e useful data that will be generated by the research, there may be market opportunities for the injection tool developed by the Center. 

DCTOA partner Agri lmaGIS, with contributions from the Center, has developed new precision agriculture_imaging resources that have been 

implemented by agronomy service firms to the benefit of North Dakota agricultural producers. 

The Center contributed to the development of Verdi-PLUS, a spin-off company. 

The Center has developed precision agriculture educational/training modules that will be available in 2011 using the eCollege platform. 
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STATE FUNDS 

Launch Date: May 2006 
Award: $3,500,000 
Disbursed to the Center: $2,367,500 
Spent by the Center: $1,757,315 

PROJECT NOTES AND HIGHLIGHTS 

AGRICULTURE 

CENTER OF EXCELLENCE FOR AGBIOTECHNOLOGY: 
OILSEED DEVELOPMENT North Dakota State University 

P.O. Box 5636 • Fargo, ND 58105-5636 • 701.231.7472 

WWW .ag.ndsu.edu/ research/OilseedDevCE.htm 

The Center of Excellence far Agbiotechnology focuses on expanding canola production and 

processing in North Dakota. The Center aims to improve oilseed genetics and develop enhanced 

processing techniques that increa.se efficiency in manufacturing products made from canola, such 

as biodiesel. The Center will also develop business strategies to improve profitability for canola 

producers, handlers and proce.uors. 

MATCHING & LEVERAGED FUNDS 

Received: $12,000,000 

PRIVATE SECTOR PARTNERS 

Archer Daniels Midland Inc. 
Monsanto Company 

As of June 30, 2010, the Center of Excellence for Agbiotechnology has created six new jobs . 

• 

e Center's objective of releasing canola varieties with enhanced oil content per acre 1s one key to making canola production more profitable. 
is is especially important as rising demand has led to a 35 percent increase in canola acreage this past summer. 

e Center has transitioned from an open~pollinated breeding program into a hybrid breeding program which is the major form of canola ·~),t 
breeding today. 9....Jit 
In 2010, the Center approved one open~pollinated canola line for release. The line will be highly competitive with hybrids currently in production 
and is expected to help reduce production costs for North Dakota f~rmers. The Center is working to identify additional canola lines with 
improved performance. 

The Center is working to expand the traditional canola growing areas within the state to include central and southwestern North Dakota by 
identifying new canola lines that are suited for the growing conditions of these regions 



AGRICULTURE 

BEEF SYSTEMS CENTER OF EXCELLENCE 
North Dakota State University 

ment of Animal Scienc~ • 100 Hultz Hall • Fargo, ND 58105 • 701.231.7660 

www.ag.ndsu.edu/research/BeefSystemsCE.htm 

The Beef Systems Center of Excellence (BSCE) was established to create a model for a coordinated 

meat processing industry that could be implemented in other parts of the state, region or country. 

The BSCE enhances NDSU's ability to provide leading research in meat science and also provides 

training, education and outreach opportunities for students, businesses and beef cattle producers. 

STATE FUNDS 

Launch Date: October 2007 
Award: $800,000 
Disbursed to the Center: $800,000 
Spent by the Center: $800,000 

PROJECT NOTES AND HIGHUGKTS 

MATCHING & LEVERAGED FUNDS 

Received: $2,000,000 

PRIVATE SECTOR PARTNERS 

North Dakota Natural Beef LLC 
North American Bison Cooperative 

A meat processing model has been developed where North Dakota•raised beef is slaughtered, processed and ~istributed all within the state. 

The BSCE is co~located at North Dakota Natural Beef's processing plant in Fargo which provides unique advantages such as availability and 

e research being conducted by the BSCE includes studies on predicting meat tenderness and whether hormones in meat contribute to early 

erty in children who eat meat. , . 

'

ximity of animal carcasses for research and educational purposes, 

e 2009 Legislature determined the BSCE has met its funding requirements and is not subject to the accountability req~irements of the Centers 

of Excellence program. 

'

FUNDS 

l■ h Date: NIA _ 
~ :$400,000 

rsed to the Center: $0 

ENTREPRENEURIAL CENTER FOR HORTICULTURE 
Dakota College at Bottineau 

#22 Molberg Center • 105 Simrall Boulevard Bottineau, ND 58318 • 701.228.5649 

www.dakotacollege.edu/ ech.shtml 

The Entrepreneurial Center for Horticulture is designed to grow the organic and specialty 

vegetable industry in North Dakota. Ihe Center will research and demonstrate production 

methods and provide new opportunities for product commercialization and distribution in North 

Dakota and the region. Ihis Center is pursuing its objectives, but has not yet received its first 

disbursement of state funds. The Center is working on securing the necessary matchingfunds to 

· allow for the initi,al disbursement. 

MATCHING ~ LEVERAGED FUNDS 

Received, $0 
Total Anticipated, $830,854 

PRIVATE SECTOR PARTNERS 

North Star Organic Farm, North Dakota 
Farmers Market and Growers Association 
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PROJECT NOTES AND HIGHLIGHTS 

STATE FUNDS 

Launch Date: February 2006 
Award: $2,500,000 
Disbursed to the Center: $2,500,000 

Spent by the Center: $2,500,000 

MATCHING & LEVERAGED FUNDS 

Received: $50,333,060 

• 
PROJECT NOTES AND HIGHLIGHTS 

ENERGY 

NATIONAL CENTER FOR HYDROGEN TECHNOLOGY 
University of North Dakota - Energy & Environmental Research Cente 

15 North 23rd Street, Stop 9018 • Grand Forks, ND 58202-9018 • 701.777.500 

www.undeerc.org/NCHT 

The National Center for Hydrogen Technology (NCHT) conducts research, development, 

demonstration and commercialization projects for the production and use of hydrogen for 

power,fuels and chemicals. In conjunction with private sector partners, the NCHT developing 

technologies such as hydrogen on-demand fueling stations, hydrogen production from fossil and 

renewable fuels, and hydrogen usage in fuel cells, combustion engines and turbines. 

PRIVATE SECTOR PARTNERS 

Aboriginal Cogeneration Corporation, Advanced Biomass Gasification Technologies Inc., 
Agricultural Utilization Research Institute, Air Products and Chemicals Inc., Basin Electric 
Power Cooperative, Biomass Energy Solutions Inc., BMC Construction, Catacel Corporation, 
CH2M Hill Inc., Chippewa Valley Ethanol, Clean Earth Solutions Inc., Conoco Phillips, 
Diversified Energy Corporation, Electric Power Research Institute, Energy Conversion Devices 
Inc., EP Minerals, ePower Synergies, Franklin Fuel Cells, Great Point Energy, Great River 
Energy, Ida Tech, Minnesota Corn Research Council, North American Coal Corporation, 
North Dakota Corn Utilization Council, PL Gasification, Porvair pie, Pratt & Whitney 
Rocketdyne Inc., Resurfice Corporation, Rio Tinto, SGL Carbon Group, Siemens Power 
Generation Inc., Stelios Arvelak.is, ThermoChem Recovery International Inc., TXU Generation 

Company, United Technologies Research Center, Westmoreland Coal Sales Company, Xcel ·~·. 
Energy, Xethanol Corporation . .__; 

As of June 30, 2010, research demands at the NCHT have led to the creation of29 jobs. These positions are funded by hydrogen-related contracts 
- none of the jobs are supported by state funds. 

The Center is working to commercialize a variety of technologies including on-demand hydrogen, renewable fertilizers, biomass gasification and 
materials for hydrogen turbines. 

The Center is teaming with industry and government clients to demonstrate advanced clean coal gasification to produce hydrogen-rich gas from 
a variety of coals, with a special emphasis on North Dakota li~ite. These projects are bringing together numerous players in the North Dakota 
energy industry and focus on providing efficiency, environmental and cost improvements for the production of power, fuels and chemicals from the 
hydrogen-rich gas. 



ENERGY 

NATIONAL ENERGY CENTER OF EXCELLENCE 
Bismarck State College 

1200 Schafer Street • P.O. Box 5587 • Bismarck, ND 58506 • 800.852.5685 

www.bismarckstate.edu/energy 

The National Energy Center of Excellence (NECE) is a worldwide leader in energy education 

and trainingfor the energy industry. Partnerships with the North Dakota energy industry 

allow the NECE to build a pipeline of multi,skilled workers to meet the 21st century demands 

of this industry. The efforts of this Center enable students and energy companies to succeed in a 

competitive, ever,changing industry. 

STATE FUNDS 

Launch Date: February 2006 
Award: $3,000,000 
Disbursed to the Center: $3,000,000 
Spent by the Center: $3,000,000 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $6,622,000 

Total Anticipated: $7,342,000 

PRIVATE SECTOR PARTNERS 

Archer Daniels Midland Co., Basin Electric 
Power Cooperative, Great Northern Power 
Development, Great River Energy, Headwaters 
Inc., Montana Dakota Utilities, North Dakota 
Biodiesel, Red Trail Energy, Spiritwood 
Station, Tesoro 

As of June 30, 2010, the NECE has contributed to the creation of 101 jobs. , 

I NECE has seen enrollment in its energy programs increase by 27 percent since the fall 2008 semester. 

009, SSC awarded its first bachelor of applied science degrees in the energy management program. Currently there are over 150 students 
olled in the program which is designed for energy employees preparing for supervisory and management positions. , 

In response to industry request, a Renewable Generation Technology program will be offered beginning in fall 2010. The program, available on 
campus and online,"is designed to provide studCnts with a broad background in the electrical generation industry and prepare them for employment 

in areas of wind, solar, geothermal, fuel cell, biomass, hydro and tidal generation. 

The NECE was awarded funding from the Department of Energy to establish a smart grid laboratory. The new lab is designed to assist education 
and training efforts in the areas of smart grid technology, distributed generation, demand response and consumer integration of smart technologies. 

BSC continues to find new ways to serve military personnel. BSC was recently approved to provide online education to military personnel serving 
in the U.S. Coast Guard. BSC now has agreements in place to provide its energy programs to members of the Army, Navy, Marines, Air Force and 

Coast Guard. 

The NECE is making energy education available around the world through its online programs. BSC recencly established an agreement with a 
university in Istanbul to provide its online energy programs to students of Turkey. BSC is also exploring partnerships in Africa. 
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STATE FUNDS 

. Launch Date: May 2006 
Award: $400,000 
Disbursed to the Center: $400,000 
Spent by rhe Center: $400,000 

MATCHING & LEVERAGED FUNDS 

Received: $1,183,044 

' AcT NOTES AND HIGHLIGHTS 

ENERGY 

PETROLEUM SAFETY AND TECHNOLOGY CENTER 
Williston State College 

1410 University Avenue • Williston, ND 58801 • 1.866.938.6963 

www.wsc.nodak.edu/Classes/TrainND/Petroleum-Safety-and-Technology-Center.html 

The Petroleum Safety and Technology Center (PSTC) trains workers for the oil and gas industry. 

The Center works closely with its industry partners to develop and maintain state-of-the-art 

training programs. The hands-on training sessions are designed to help oil and gas production 

workers work safely and efficiently. 

PRIVATE SECTOR PARTNERS 

Baker Oil Tools, Capital Safety, GC Products, Halliburton Energy Services, 
Hess Corporation, Hickman Sales and Service, Howard Supply, Interstate 
Powersyscems (aka Interstate Detroit Diesel), Key Energy, Marathon Oil 
Company, Modern Machine, Nabors Drilling. Nabors Well Service, Nance 
Petroleum, National Oilwell Varco, Schlumberger, Stewart and Stevenson, 
VetcoGray, Weatherford Completion, Williston Fire and Safety1 

- of June 30, 2010, the PSTC has contributed to the creation of 167 jobs. 

The PSTC provides training for 171 companies in the oil and g;s industry. 

The Center conducted 498 oil and gas•related training sessions in the last year, training over 4,000 individuals. 

The COE grant initially allowed the PSTC to partner with industry companies to develop the floorhand program. Through this partnership, 
additional program needs were identified and new training courses were implemented including commercial drivers license training, well control 

classes, additional safety training classes, aerial lift training and lease operator training. 

The PSTC partners with several out•of•state colleges, sharing instructors and curricula. These partnerships allow the Center to provide more 

diverse training courses to North Dakota oil and gas companies. 

The Center has also partnered with Bismarck State College and Dakota College at Bottineau to deliver additional oil training programs within the state. 

1 The private sect'.Or p.irtners ·li~ted are companies that helped establish the PSTC traini~g program. Many, but not all, of these companies are included 

, in the 171 oil and g~s. c,ompa.nies for which the PSTC provides training. 
' ~/N'·_;, •:'sf:. ~,/!i;,,, .~ 
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ENERGY 

ROLEUM RESEARCH, EDUCATION, AND ENTREPRENEURSHIP 
CENTER OF EXCELLENCE University of North Dakota 

81 Cornell St;eet, Stop 8358 • Leonard Hall Room 101 

Grand Forks, ND 58202-8358 • 701.777.4449 

www.und.nodak.edu/ org/ preec 

The Petroleum Research, Education, and Entrepreneurship Center of Excellence (PREEC) 

focuses on improving understanding of the Williston Basin oil deposits with special attention to 

the Bakken Formation. Ihe Center aims to develop enhanced oil recovery techniques as well as 

address other challenges and opportunities relating to petroleum exploration and production such 

· as CO2 sequestration and geothermal energy. 

STATE FUNDS 

Launch Date: June 2009 
Award: $3,000,000 
Disbursed to the Center: $1,110,369 
Spent by the Center: $1,110,369 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $6,537,171 
Tora! Anticipated: $7,958,373 

As of June 30, 2010, the PREEC has created four new jobs. 

PRIVATE SECTOR PARTNERS 

Calnetix, Inc., Continental Resources, Hess 
Corporation, Marathon Oil Corporation, 

Presco, LLC, St. Mary Land & Exploration 
Company, Whiting Petroleum Corporation 

l
e U.S. Geological Survey estimates the Bakken Formation contains as much as 400 billion barrels of oil of which only 3.65 billion barrels are 

, overable with today's technology. ResCarchers at the PREEC are investigating enhanced oil recovery techniques char could be used co increase 
recovery rare of oil in the Bakken Formation as well as ocher formations in the Williston Basin. , 

e PREEC has received a major grant from the U.S. Deptmenr of Energy to demonstrate the feasibility of geothermal power systems. 
The demonstrations will cake place in western North Dakota oil fields. Goals of the grant are co demonstrate the technology can be replicated 
within a wide range of physical parameters and to allow for long#term operation of the original geothermal sites. 

The Center is collaborating with the University of Minnesota to develop COl sequestration in concert with electricity~producing Enhanced 
Geothermal Systems {EGS). The concept is to use COl rather than water as the working fluid in the EGS. 

The PREEC has applied for a patent on its Ballistic Ordinance Seismic Source (BOSS), a seismic shot gun mounted on a dolly for mobility. 
The BOSS is used as a seismic source in reflection and refraction surveying. 

The Center is working to improve understanding of the geology, geophysics and petroleum engineering characteristics of the Williston Basin. 
Potential benefits of such work may include optimizing developin~nt planning and identifying future targets for oil production or COl storage. 

A petroleum engineering degree program has been implemented at the University of North Dakota. The program advances the PREEC's goal 
to educate North Dakota students in petroleum disciplines. Enrollment in this new program is growing. 
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STATE FUNDS 

Launch Date: June 2009 
Award: $2,950,000 
Disbursed to the Center: $983,333 
Spent by the Center: $983,333 

MATCHING & LEVERAGED FUNDS 

Received: $2,885,450 
'Total Anticipated: $9,165,132 

ENERGY 

SUNRISE BIOPRODUCTS: A CENTER OF EXCELLENCE FOR CHEMICALS, 
POLYMERS, & COMPOSITES FROM CROP OILS University of North Da 

241 Centennial Drive, Stop 7101 • Grand Forks, ND 58202-7101 • 701.777.29 

www.und.edu/ org/ sunrise/index.html 

The purpose of the SUNRISE BioProducts Center of Excellence is to invent, develop and 

commercialize green industrial chemicals, polymers and fiber composites using crop oils as 

the primarj raw material. This Center of Excellence is administered by the North Dakota 

Sustainable Energy Research Initiative and Supporting Education (ND SUNRISE) program. 

The mission of ND SUNRISE includes conducting research that helps solve energy·related 

problems and enhance economic development in North Dakota. 

PRIVATE SECTOR PARTNERS 

AbsoluteEnergy, Advanced Ceramics Manufacturing. Bayer Crop Science, 

Bayer Material Science, Chemera, Guardian Energy, Heartland Corn 
Products, Homeland Energy Solutions, Kadrmas Lee and Jackson, 
Karges~Faulconbridge, Inc., Kuehnle Agrosystems, LM Glassfiber, 
Marvin Windows, Menon & Associates, Northwood Oilseed Processing 
Company, Ogden Engineering & Associates, RPMG, SUNRISE 
Renewables, Sustainable Oils, Tecton Products 

' .T NOTES AND HIGHLIGHTS 

• As of June 30, 2010, the SUNRISE BioProducts Center of Excellence has created 10 new jobs. 

The Center aims to use crop oils to produce produces that are nearly identical co existing petroleum~based products and accepted as green 

replacements for those existing products. 

The Center is conducting a considerable amount of research on lab and bench~scales, The objectives of this research are to optimize cracking 
conditions, develop extraction and recovery processes for the chemicals and by~products, and develop conversion processes to convert materials inro 

high value by-products. 

The research performed by the Center produces a considerable number of chemicals and by~products. A market study was performed to identify 
those that have the greatest commercialization potential. This data contributes to the Center's overall development and commercialization strategy. 

The Center is also preparing for the scaling~up of its research projects. Design planning has commenced for pilot and demonstration~scale facilities. 

These facilities may be located in Grand Forks or Northwood, N.D. 

The activities of this Center combine the efforts of researchers at UNO, NDSU and Mayville State University. 



LIFE SCIENCES 

enter of Excellence In Life Sciences & Advanced Technologies 
University of North Dakota Research Foundation 

4201James Ray Diive • Grand Forks, ND 58202 • 701.757.5100 

www.undrf.org 

The Center of Excellence in Life Sciences and Advanced Technologies (COELSAT) focuses on 

commercializing research and intellectual property. The facility provide.s research laboratories 

including Biosafety Level 3 (BSL-3) enhanced laboratories, "wet" laboratories, and office and 

production space to tenants. The COELSAT provides the necessary infrastructure to serve 

North Dakota life science and technology companies, and to attract new companies to the state. 

STATE FUNDS 

Launch Dace: March 2007 
Award: $3,500,000 
Disbursed to the Center: $3,500,000 
Spent by the Center: $3,500,000 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $11,911,286 

As <?fJune 30, 2010, the COELSAT and its partners have created 16 new jobs. 

PRIVATE SECTOR PARTNERS 

Alion Science and Technology, Avianax, Dakota 
Harvest, DMD, Ideal Aerosmith, Intraglobal 
Biologics Laserlith Corporation, Novadigm, 
SUNRISE Renewable, 

I 
COELSAT, also known as Research Enterprise and Commercialization 1 or REACl, is a state-of-the-art facility which boasts the only BSL-3 
in North Dakota. The BSL-3 labs will allow tenants to perform research on infectious diseases, such as West Nile Virus and Avian Influenza, 

e the biological safety program is completed in early 2011. 

' e Center has contributed to the establishment of a new spin-out business, Avianax, which is developing therapeutic antibody treatments against 
the West Nile virus. Another stare-up company working in biofuels research is currently being fostered and in the final stages of incorporation. 

Alion Science and Technology, a REACl tenant, is an existing company that expanded into North Dakota. Alion uses industrial laser and other 
technologies to improve the reliability and function of engineered surfaces, 

Ideal Aerosmith, another REACl tenant, expanded into Grand Forks from Minnesota. The company uses its space in the facility co accelerate its 

research capability, a key to maintaining its technical leadership. 

NovaDigm Therapeutics, another REACl tenant, is developing innovative vaccines to protect patients from fungal and bacterial infections, which 
can be life-threatening and drug resistant. Novadigm is another existing company that has expanded into North Dakota, 

.. , " 
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STATE FUNDS 

Launch Date: June 2009 
Award: $2,650,000 
Disbursed to the Center: $2,134,236 
Spent by the Center: $1,657,429 

PROJECT NOTES AND HIGHLIGHTS 

LIFE SCIENCES 

CENTER OF EXCELLENCE FOR PASSIVE THERAPEUTICS 
University of North Dakota Research Foundation 

4201James Ray Drive • Grand Forks, ND 58202 • 701.757.5100 

www.undrf.org 

The Center of Excellence for Passive Therapeutics (COEPT) will develop passive (antibodies) 

therapeutic$ from agriculture products for people exposed to or infected with viral infections 

or diseases: Once shown effective in pre-clinical and clinical trials, therapeutic products using 

antibodies from goose sera or eggs will be produced in their entirety in North Dakota. 

MATCHING & LEVERAGED FUNDS 

Received: $6,556,472 
Total Anticipated: $8,400,000 

PRIVATE SECTOR PARTNERS 

Avianax, Incraglobal Biologics, Mayo Clinic, 
Schiltz Goose Farms-North, Schiltz Goose R&D 

As of June 30, 2010, the COEPT and its partners have created 22 new jobs. 

~ 
COEPT and partner Avianax are performing pre-clinical trials to advance therapeutic antibody products. The first product targeted is an 

·body to West Nile Virus. 

• e Center will collaborate with NDSU's Center for Biopharmaceutical Research and Production, which wi_ll-provide quality assurance and •.~ 
quality control for the therapeutic antibody products that are being developed. , •..; 

One objective of the grant was to complete lab space within the REA Cl facility at UNO, Construction was completed on a BSL~ 3 enhanced lab 
and a BSL~ 3 suite comprised of three labs and an animal facility. Such labs are needed for research on infectious diseases that pose an elevated risk 
for humans, such as the West Nile Virus. 



LIFE SCIENCES 

TER FOR BIOPHARMACEUTICAL RESEARCH AN!) PRODUCTION 
North Dakota State University 

1401 Albrecht Blvd • Fargo, ND 58105 • 701.231.7609 

The Center for Biopharmaceutical Research and Production (CBRP) will design, develop and 

produce biopharmaceutical product candidates including vaccines. The Center will work with 

biopharmaceutical and life sciences sectors in North Dakota to discover and develop new vaccines 

and other biopharmaceuticals to treat some of the most challenging diseases facing humankind. 

The Center's long•term goal is to develop vaccines and biopharmaceutical products as well as 

advance product candidate.s through pre•clinical and clinical studies in conjunction with its 

private sector partners. 

STATE FUNDS 

Launch Dace: June 2009 
Award: $2,000,000 
Disbursed co the Center: $1,151,350 
Spent by the Center: $51,654 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $2,120,268 
Total Anticipated: $4,742,000 

Center partner Altravax is working on developing vaccines against HIV and Hepatitis-B. 

PRIVATE SECTOR PARTNERS 

Aldevron, Altravax, Avianax, Cetero, Clinical 
Supplies Management Inc., SamahLution, 
Sanford Health 

Avianax has partnered with the Center of Excellence for Passive Therapeutics to develop passive immunothe.rapy against the West Nile Virus, 

.1 CBRP is collaborating with SomahLution to develop RNAi-based products for use in transplant medicirie. (

emic influenza virus infections and others. Avianax will now also partner with the CBRP, which will assist in the development of product 
epts and the FDA approval processes. The collaboration extends to UN D's School of Medicine . 

• Center is developing partnerships with companies such as Aldevron, Clinical Supplies Management, Sanford and Cet~ro in the manufacture, 
clinical supply and clinical trials of products developed through t_he collaborative efforts of the CBRP and its partners, 
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TECHNOLOGY & ENTREPRENEUR 

STATE FUNDS 

Launch Date: January 2005 
Award: $800,000 
Disbursed to the Center: $800,000 
Spent by the Center: $800,000 

PROJECT NOTES AND HIGHLIGHTS 

CENTER FOR INNOVATION 
University of North Dakota 

4200 James Ray Drive • Grand Forks, ND 58203 • 701.777.3132 

www.innovators.net • 
The Center for Innovation operates two technology incubators, the Skalicky Tech Incubator 

and the Ina Mae Rude Center, which was constructed using Centers of Excellence funds. 

The Center for-Innovation supports entrepreneurs by helping launch new ventures, 

commerc(alize new technologies and secure access to capital from private and public sources. 

The Center's primary goals include growing entrepreneur ventures and fostering innovation. 

MATCHING & LEVERAGED FUNDS 

Received: $3,565,000 

Since January 2005, the Center for Innovation has contributed to the creation of 195 jobs. 

The Center currently houses and services 38 businesses and student ventures. The Center has an average occupancy rate of 85~90 percent . 

• 

e Center has assisted in the development of nine angel funds around the state engaging more than 110 angel investors. 

ch year since 2006, the Center has been designated as a Soft Landings International Incubator by the National Business Incubation Assoc.I 
The designation identifies incubators that provide a "soft landing" for international firms wishing to expand into new markets. 

The Center provides educational content for the Innovate ND program and assists program participants with entrepreneur development. 
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TECHNOLOGY & ENTREPRENEUR 
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TECHNOLOGY INCUBATOR 
North Dakota State University 

1854 NDSU Research Circle North • Fargo, ND 58102 • 701.499.3600 

www.ndsuresearchpark.com/incubator 

The Technology Incubator is located in the NDSU Research & Technology Park and provides 

technical and business assistance to high-growth start-up companies. The goal of the Technology 

. Incubator is to provide a wide range of programs and services that foster the formation of 

technology ventures, accelerate their time to market, and ultimately increase their chance for 

long-term success. 

STATE FUNDS 

Launch Dare: March 2007 
Award: $1,250,000 
Disbursed to the Center: $1,250,000 
Spent by the Center: $1,250,000 

PROJECT NOTES AND HIGHLIGHTS 

MATCHING & LEVERAGED FUNDS 

Received: $5,037,600 

As of June 30, 2010, Technology Incubator clients and graduates have created 19ljobs. 

Hr 81¥1&¥@1 iti@Fi& IE Fi 

+ To operate in the Technology Incubator, a company must advance and develop new technology, establish a working relationship at NDSU, 

I work in one or more of the following technology fields: material sciences, biosciences and life science technology, information technology/ 
otechnology, advanced manufacturing or sensors/microelectronics .. 

• mples of current incubator tenants include Triton Systems, an advanced materials and systems engineerin~ product development firm; Larada 
Sciences, which markets a breakthrough medical device that offer_s the fastest way to cure the global problem of head lice; and Avenue Right, which 
is building a platform that will change the way online and offiine advertising is bought and sold. 

Three clients - Appareo Systems, Intelligent InSites, and Pedigree Technologies - have graduated from the Technology Incubator and have greatly 
expanded their operations in Fargo. 

Technology Incubator graduate Appareo Systems was named the 2010 Outstanding Incubator Graduate· Technology Category by the National 
Business Incubation Association. 

The Technology Incubator partners with the North Dakota Department of Commerce to host Innovate ND, a statewide innovation competition. 

The Technology Incubator provides technical assistance on business planning. financial projections and pitching to investors. 
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TECHNOLOGY & ENTREPRENEUR 

ENTERPRISE UNIVERSITY 
Valley City State University 

101 College Street SW • Valley City, ND 58702 • 800.532.8641 

Enterprise University specializes in customized training curricula designed to meet the specijic needs 

of its business partners. Enterprise University focuses on SAP, Microsoft Dynamics, Microsoft 

SharePoint and.Oracle Siebel training but has the capacity to develop and deliver trainingfor 

any other major enterprise software. The training delivered by Enterprise University is designed 

STATE FUNDS 

Launch Date, May 2006 
Award: $1,000,000 
Disbursed to the Center: $1,000,000 
Spent by the Center: $819,929 

PROJECT NOTES AND HIGHLIGHTS 

to enhance employees' skills and efficiencies, and increase company profitability. Students who 

complete the training have the skills to pursue careers in high-demand technology fields. 

MATCHING & LEVERAGED FUNDS 

Received: $5,140,039 

PRIVATE SECTOR PARTNERS 

Eagle Creek Software Services 2 

As of June 30, 2010, the Enterprise University has helped create 64 new jobs. 

Enterprise University helped launch Eagle Creek Software's Valley City location by training employees on Siebel Customer Relationship 

-anagement software . 

• e VCSU Division of Business Information Technology has implemented enterprise systems and project m;magement classes in its busines. 
administration degree as well as its computer information system degree. This will provide students with a sirong backgro~nd in enterprises 

to make them productive employees right out of college. 

Certificate programs in customer relationship management and enterprise applications have been established and are available co the public through 

Valley City State University. 

The Center belongs co the America's SAP Users Group. Among the benefits this group provides are student internship and employment opportunities. 

~t':~-: ::t:· 
.'· ,).: 

,J!/J11i}~f ·. 

2 Eagle Creek Software Services was an initial Enterprise University partner. Eagle Creek now performs its own training. 
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TECHNOLOGY & ENTREPRENEUR 

STROM CENTER FOR ENTREPRENEURSHIP & INNOVATION -
TUTE FOR TECHNOLOGY AND BUSINESS Dickinson State University 

1679 6th Avenue West • Dickinson, ND 58601 • 701.483.2756 

www.dickinsonnd.com/Business_StromCenter.asp 

The Strom Center for Entn:preneunhip and Innovation - Institute for Technology and Business is 

focused on helping businesses start or expand in rural Nortl, Dakota. The Institute offers services in 

marketing, 1mman resources, and business technology witl, an emphasis on l,e/ping area businesses 

adapt and implement new technologies. The Institute is equipped to as.sist CO'!)panies ranging.from 

manufacturers to small businesses and entrepreneurs. 

STATE FUNDS PRIVATE SECTOR PARTNERS 

Launch Date: October 2006 
Award: $1,150,000 

MATCHING & LEVERAGED FUNDS 

Received: $5,106,186 
Total Anticipated: $5,299,686 

Badlands Integrity, Cedar Canyon Spa, DLN 
Consulting, Faith Expressions, Kadrmas Lee 

Disbursed to the Center: $1.150,000 
Spent by the Center: $887,242 

and Jackson, Killdeer Mountain Manufacturing 
(KMM), Patciot Trucking, Rhusric Photography, 
Spa Studio, Wildlnspire 

PROJECT NOTES AND HIGHLIGHTS 

As of June 30, 2010, the Center and its partners have created 160 new jobs. 

•,e Center offers a wide range of services to regional companies including website development, feasibility studies, leadership training. marketing 
s, branding, social networking and advertising. . 

♦ 'i. Center is well suited to Work with companies of any size, but a regional survey conducted by the center has identified start~ups, aspiring 
\.-..:,... repreneurs and small businesses as target markets. The Center is working to provide an "incubator" atmosphere in western North Dakota. 

In the past year, the Center has seen a considerable growth to its client/partner base. 1his can be attributed to the Center's initial successes and a 
focused effort by the Center to increase awareness of its services within western North Dakota. 

The Institute has helped KMM implement supply chain transparency technology which allows for efficient coordination of KMM's five facilities in 
rural North Dakota. 

The Institute's efforts have helped KMM create 150 jobs and open facilities in Dickinson, Hettinger and Regent, N.D. 

i~f, ') . 
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CENTERS OF EXCELLENCE ENHANCEMENT GRANTS 

CENTERS OF EXCELLENCE ENHANCEMENT GRANTS • 

In 2009, the Legislature directed that $10 million of the funds appropriated 
the Centers of Excellence program be used for Centers of Excellence Enhancement 
Grants during the 2009~ 11 biennium, The Enhancement Grants are available. 
to the state's research universities for use in infrastructure or enhancement of 

economic development and employment opportunities. 

Appropriate use of funds include a grant to enhance eCOftOmic development and 
employment opportunities associated with the Grand Forks Air Force Base; 
infrastructure and economic development projects or programs to accommodate 
growth in proximity to or at the Grand Forks Air Force Base; and infrastructure 
and economic development projects or programs to enhance the capacity of a 
research university to interface and collaborate with private industry on research, 
development, demonstration and commercialization of technology. 

The Centers of Excellence Commission approves proposals based on the extent to 
which they meet the following criteria: 

Use university or college research to promote private sector job growth and 
expansion of knowledge-based industries or use university or college research 
to promote the development of new products, high-tech companies, or skilled 

jobs in this state. 

Create high-value private sector emplo}'ment opportunities in this state. 

Leve·rage other funding. 

Create infrastructure and economic development projects or programs-to. 
enhance the capacity of a research uniyersity to interface and collabora , 
with private industry on research, development demonstration, and 
commercialization of technology. 

Positively impact economic development in the state. 

Additional criteria to be considered for applications relating to the Grand Forks 
Air Force Base: 

Enhance economic development and employment opportunities associated 
with the Grand Forks Air Force Base resulting from action by the federal 
defense base closure and realignment commission. 

Provide infrastructure and economic development projects or programs to 
accommodate growth in proximity to or at the Grand Forks Air Force Base. 

The approval process for Enhancement Grants does not include the Board, 
Foundation or Budget Section. The approval process concludes with the Centers 
of Excellence Commission. 

As of June 30, 2010, the Centers of Excellence Commission has approved four 
Enhancement Grant applications totaling $7,954,000. Three of the projects -
Grand Forks Air Force Base Realignment Business Transition Program, the 
Research 1 Expansion, and the Materials and Nanotechnology Center - are in 
the development process and have not yet made their initial disbursement request. 
All three are expected to request their initial disbursement of award funds in 
fiscal year 2011. A fourth grant, the Center for UAS Research, Education, a.\ 
Training, did receive its initial disbursement in June 2010 with activities exp~ 
to commence in fiscal year 2011. , 



lreh 1..,.,.., 
North Dakota State University 

Award, $4,000,000 
Disbursed, $0 

Summary, NDSU will build a facility adjacent to the existing Research 1 
building with the primary function of expanding research, devdopment and 
~echnology transfer capabilities in core competency areas with demons,trable 
·success and that have significant growth potential for commercializarioll. This 
project will also receive $5 million in federal funding. 

Materials and Nanotechnology Center at NDSU 
North Dakota State University 

Award, $1,000,000 
.Disbursed: $0 

Summary, Research at the Materials and Nanotechnology Center (MNT) 
will fo~s on nanoscale properties of soft materials. In addition to increasing 
the fundamental understanding of the nanoscience that underpins all advances 
in nanotechnology, such research has potential for applications in areas such as 
biosensin~ biomaterials, nanotribology and solid polymer batteries • 

CENTERS OF EXCELLENCE ENHANCEMENT GRANTS 

.• for UAS Research, Education, and Training Enhancement 

. ul," ty of North Dakota 
Launch Date: June 2010 
Award: $2,754,000 
Disbursed: $2,120,000 
Spent: $0 

Summary: This grant will facilitate the initial steps toward building a cutting~ 
edge UAS training and research facility at the Grand Forks Air Force Base. 
The program will include the new Predator Mission Aircrew Training System 
(PMAT) which will be used to train new UAS pilots to fly the Predator and 
Reaper style aircraft. The Center will be the first civilian operator of the PMAT 
system and will place them at the forefront of the UAS training arena. 

Grand Forks Air Force Base Realignment Business Transition 

Program 
University of North Dakota 

Award, $200,000 
Disbursed: $0 

~u~mary: This grant will serve as matching funds for a U.S. Small Business 
'- ~dministration grant intended to_provide technical assistance services to 
b~inesses in states affected by military base realignment or closure. In North 
Qakota, this will entail preparing and training businesses wanting to pursue 

l a.· ct opportunities presented as a result of the Grand Forks Air Force 
1gnment. . 

<~ d~ . 
' ' 
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PROGRAM ADMINISTRATION 
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.enters of Excellence program is overseen by a Commission comprised of members from the State Board of •· 

Higher Education and the North Dakota Economic Development Foundation. The Centers of Excellence Commission, ' · .• 

with assistance from the North Dakota Department of Commerce, manages the application process, makes funding 

recommendations for projects and oversees the post-award monitoring of the centers. 

~':\~lt'~~;%'.t~~~~J!~~;:-;,,t:·;Y'•1;t-::·;r :-:->ittrn;{r _,:--,. -. 
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· FUNDING PROCESS 

Funding requests are made to the Centers o_f Excellence Commission which determines whether applicable funding requirements and conditions have 
. been met before approving requests. In ord~r to receive its initial di~bursement, _a Center must demonstrate private sector participation in the project and 

•

. iliry of the statutorily required matching funds. ;: · 

08, award funds were distributed in disbursements consi;t~nt with a Center's budget and timeframe outlined in the approved award. This 
~ s_ allows the Con:1n:ii_ssion to review a Cen~er's progress and l~vel of matchi_ng ~unds received prio_r to distributing subsequent disbursements.A) 

-mcreasmg the accountab1hcy of the program. Prior to 2007, award funds were d1str1buted to a Center m one lump sum at the outset of the project~ 
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PROGRAM ADMINISTRATION 

I . 
·•ION PROCESS 

. f;.,_ oposed Center must complete an extensive application and approval process, The Centers of Excellence Commission reviews each proposal first, 
recorrimends whether or not it should be funded and stipulates any conditions for funding. The Centers of Excellence Commission approves proposals 

based on the extent to which they meet the following criteria: 

Uses university or college research to promote private sector job gr_owch and expansion of knowledge•based industries or use university or college 
research tO promote the development of new products, high•tech companies, or skilled jobs in chis state. 

Creates high•value private sector employment opportunities in chis state. 

Provides for public and private sector involvement and partnerships, 

Leverages other funding, including cash from the private sector. 

Increases research and development activities that may involve federal funding from the National Science Foundation & Experimental Program to 

Stimulate Competitive Research. 

Fosters and practices entrepreneurship. 

Promotes the commercialization of new products and services in industry clusters. 

Becomes financially self.sustaining. 

Establishes and meets a deadline for acquiring and expending all public and private funds specified in application. 

Has community support. 

Includes collaboration among institutions. 

Proposals must include detailed documentation of private sector participation and the availability of $2 in matchin'.g funds for each $1 of state funds. 
Of the $2 of matching fund.S, at least one dollar must be cash, of which at least fifty cents must be from the private sector. Matching funds may 

l
ollars raised in coliaboration with private sector partners and other funding entities and may include cash and in•kind assets with itemized 
1vate sector participation may be established through equity investments or through contracts for services with private entities. In making 
ndations, the Commission, Board, Foundation and Budget Section will give major consideration to the portion of the matching funds provided 
y the private sector. · 

Each approved proposal is passe·d to the North Dakota Economic Development Foundation Board, the State Board of Higher Education, and the 
Legislature's Budget Section for approval. 

ACCOUNTABILITY 

A Center must use the funds to enhance capacity and leverage state, federal and private funding sources. A Center may not use the funds for 
infrastructure, to supplement funding for current operations or academic instructions, or to pay indirect costs. Each Center is allowed only one 
award per biennium, 

The Centers of Excellence Commission is responsible for monitoring the Centers with assistance from the North Dakota Department of 
Commerce. The process includes site visits, third party audits and an in~depth annual review of each Center. Additionally, the Centers provide 
quarterly reports on major developments, timelines and substantial variations from their proposal to the Department of Commerce. 

The University of North Dakota Center for Innovation in Grand Forks and the North Dakota State University Center for Technology Enterprise 
and the Beef Systems Center of Excellence in Fargo were approved and appropriated funds prior to the creation of the Centers of Excellence 
Commission. These Centers do not fall under the jurisdiction of the Centers of Excellence Commission bur have voluntarily submitted 
information to be included in chis report in order to provide a more complete picture of the Centers of Excellence program. 
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APPENDIX A: ECONOMIC IMPACT STUDY 

.OMIC IMPACT OF NORTH DAKOTA CENTERS OF EXCELLENCE PROGRAM, 2007-2010 
F. Larry Leistritz, Dean A. Bangsund, and Nancy M. Hodur1 

In recent years, economic development has become increasingly linked to technology and information, As a result, policy makers have attempted to· 
facilitate partnerships between universities and private sector businesses. The success of public-private partnerships in areas like the Silicon Valley of 
California, the Research Triangle of North Carolina, and the Austin, Texas area offers support for the concept of technology-based development, 
The Centers of Excellence program is North Dakota's initiative to participate in technology and information-based economic development. 

The 2003 Legislative session authorized funding for three pilot Centers of Excellence projects. In 2005, the Legislature approved Senate Bill No. 2032 
expanding the concept into the Centers of Excellence in Economic Development program. The legislation called for a $50 million state investment over 
multiple biennia, to be leveraged on a 2-to-1 basis with private sector and ocher funds. Additionally, $10 million has been authorized for enhancement 
grants at the research universities including projects associated with the realignment of the Grand Forks Air Force Base. As of June 30, 2010, 20 
Centers ~ad been approved by the COE Commission through a competitive process since 2005. 

The purpose of this report is to estimate the economic impacts of the Centers of Excellence program for the period January 1, 2007-June 30, 2010. 

The analysis is based on payroll and associated expenditures reported by each Center.2 

METHODS 

The initial task in any impact assessment is estimating the direct impacts (or"first-round effects") of the activity being studied. In this study, information 
on in-state ~-xpenditures as well as direct employment, were drawn from reports submitted by each Center. The North Dakota Input-Output Model 

was used to estimate the secondary economic impacts based on these data. 

The North Dakota Input-Output Model consists of interdependence coefficients or multipliers chat measure the level of business activity generated in 
each eco_nomic sector from an additional dollar of expenditures in a given sector. (A s_ector is a group of similar eC0nomic units, e.g., the firms engaged in 
retail cr.ide make up the retail trade sector.) For a complete description of the input-output model, see Coon and Leistritz (1989). The model estimates 

•

nges in gross business volume (gross receipts) for all sectors of the area economy resulting from the direct expenditures associated with the 
of Excellence program. The increased gross business volumes are used to estimate secondary employment and tax revenues based on hist •. t 

ships. The procedures used in the analysis are parallel to chose used in estimating the impact of other facilities and activities (Leistricz anc 
2008; Bangsund and Leistrirz 2004 & 2007, Hodur et al. 2006). Empirical testing has confirmed the model's accuracy in estimating changes in le 
economic activity in North Dakota. Over the period 1958-2006, estimates of statewide personal income derived from the model averaged within four 
percent of comparable values reported by the U.S. Department of Commerce (Leistritz et al. 1990, Coon and Leistrirz 2008). 

!,-u_t_h_o_r_s_a-,e-,e-s_p_e_c_t_iv_e_ly_p_ro_f._e~ssor, research scientist, and research assistant professor in the Department of Agribusiness and Applied Ecouu.) 

North Dakota Stare University, Fargo. · 

2 In 2009, the Centers reported their expenditures for the period January l, 2008 to June 30, 2009. This was because of a change in reporting period 

from calendar to ~seal years. 
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APPENDIX A: ECONOMIC IMPACT STUDY 

_tr._.... . 

:il:evlew (July 1, 2009 - June 30, 2010) 

The economic impacts associated with the Centers of Excellence program for July 1, 2009•June 30, 2010 are summarized in Table 1. The direct 
economic impacts of Center and partner activities total $25.7 million, based on expenditures from 18 centers.3 The total economic impact 

(c0ntribution) was $77 million. Direct employment by Centers and partners totaled 1,017.2 full time equivalent positions. 

Cumulative Review (January 1, 2007 - June 30, 2010) 

The cumulative economic impacts of the program for January 1, 2007· June 30, 2010 are summarized in Table 2. The total direct impact was $141.2 
million and the gross business volume (direct and secondary effects) was $406.5 million. Direct employment increased over 240 percent in 2.5 years 
from about 296 positions in 2007 to about 1,017 jobs in fiscal year 2010 (Table 2). Over the period, a number of secondary jobs also were supported 

as outlined in Table 2. 

DISCUSSION 

The Centers of Excellence program is North Dakota's major initiative to participate in technology and information-based economic development, 
Although the stage of development varies for many of the Centers, the economic effects of the program to date are encouraging. With a direct economic 
impact of$141 million and total impact of$406 million for the period January 1, 2007-June 30, 2010, the program's contribution to the North Dakota 
economy is already considerable, Further, the jobs resulting from Center activities are relatively high paying. The Centers reported direct employment 
totaling 1,017 and a payroll of $53,359,023, for an average of $52,467 per job - substantially above the state average. Another measure of the Centers' 
success is their ability to obtain matching and leveraged funds. To dace, the Centers have obtained $152.9 million of matching and leveraged funds, an 
amount far exceeding the state funds dispersed to the Centers to dare. As of June 30, 2010, the centers had spent $26.2 million of the state funds chat 

have been disbursed. 

, Dean A., and F. Larry Leistritz, 2004. Economic Contribution of the Sugiirheet Industry to Minnesota, North Dakota, and Eastern 

Montana. AAE Rpt. No. 532. Fargo: North Dakota State University. 

Bangsund, Dean A., and F. Larry Leistritz. 2007. Economic Contribution of the Petroleum Industry to North Dakota. AAE Rpt. No. 599. Fargo: 

North Dakota State University. 

Coon, Randal C., and F. Larry Leistritz. 2008. North Dakota Input-Output Model Data Base. Fargo; North Dakota State University. 

Coon,.R. C., and F. L. Leistritz. 1989. The North Dakota Economy in 1988: Historic Economic Base, Recent Changes, and Projected Future Trends. Agr. 
Econ. Stat. Series No. 45, Fargo: North Dakota State University. 

Goettle, Shane. 2008. Preliminary North Dakota Centers of Excellence 2007 Annual Report. Bismarck: North Dakota Department of Commerce. 

Hodur, Nancy M., Dean A. Bangsund, F, Larry Leistritz, and John T. Kaatz. 2005. "Estimating the Contribution of a Multi-Purpose Event Facility to 
the Area Economy," Tourism Economics 12 (2): 303-316. 
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State University. 

Leistritz, F. Larry, Steve H. Murdock, and Randal C. Coon. 1990. "Developing Economic-Demographic Assessment Models for Substate Areas." 
Impact Assessment Bulletin 8 (4): 49-65. 

~,;t.'' ;f,1.\ , 
:5}·_:No expenditures were reported for the NDSU Beef Systems Center of Excellence as that center was specifically exempted by the 2009 . 

f{i}~t}~~islature from reporting requirements of the COE program. 'The UNO Center for Innovation did not provide information for this ec:onomic analysis. 
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APPENDIX A: ECONOMIC IMPACT STUDY 

TABLE1 Period Review - Direct, Secondary, and Total Impacts 
of North Dakota Centers of Excellence and Partner Activities 

July 1, 2009 -June 30, 2010 

Expenditures/Receipts 
Economic Sector 

Construction 
Communications & public utilities 
Retail trade 

Finance, insurance & real estate 

Business & personal services 

Professional & social services 
Households 
Other l 

Employment 

l llld11fu 11griculrurr, 111i11it1g. tniniporration, ,111m11f1JCl1tri11g. and gi>Wnn,w:11t. 

Total 

Direct 

2,696 

266 

618 
339 
689 
527 

20,605 

0 
25,740 

1,017.2 

Secondary 

$000 

2,137 
2,580 

17,626 
3,952 
1,430 

2.279 
14,935 
6,284 

51,223 

318 

TABLE2 Cumulative Review - Direct, Secondary, and Total Impacts 
of North Dakota Centers of Excellence and Partner Activities 

January 1, 2007 -June 30, 2010 

Total 

4,833 
2,846 

18,244 
4,291 
2,119 
2,806 

35,540 
6,284 

76,963 

1,335.2 

Expenditures/Receipts 
Economic Sector 

Construction 

Communications & public utilities 

Retail trade 
Finance, insurance & real estate 

Business & personal services 

Professional & social services 

Households 
Other 1 

Total 

Direct 

38,211 
2,277 
8,713 

12,563 
4,926 

2,679 
70,986 

850 
141,205 

Secondary Total 

$000 

9,985 48,196 
13,036 15,313 
83,253 91,966 
23,631 36,194 

6,998 11,924 
10,197 12,876 
85,314 156,300 
32,869 33,719 

265,283 406,488 

Employment Review 2 --- full-time equivalent positions ---

July 1, 2009 - June 30, 2010 
January 1, 2008 - June 30, 2009 
January 1, 2007 - December 31, 2007 

Estimated Scace Tax Collections 

Personal Income Tax 

Sales and Use Tax 

Corporate Income Tax 

1 
Includes agriculture, mining, tramportatllm, mllnufacturing, llnd g,wcrnmtnt. 

Total 

1,017.20 
921.50 
296.25 

1,065 

2 Employmtnt cannot br Jummtd <ICTOJI yun. E,nploy,11rnt J,guru wm.- pmrnrtd for tilth analy1i1 ptriod for 1a.lu of ,o.,1pari1on ovt:r 1i111t. 

Suondary tmploymtnt for tht January 1, 2008Jwnt 30, 2009 j,gurt rq,mtn/J an annwaliud mi,natt for tht ~riod. 

318 1,335.2 
492 1,413.5 
408 704.25 

$000 

1,280 2,345 

4,258 

701 

7,304 

• 



the concept: 

The Centers of Excellence program is built on the concept 

· of partnering the research capacities of public colleges 

and universities with private sector companies 

• 
to generate jobs and new business opportunities . 

As of June 30, 2010, the Centers of Excellence had spent $26.2 million 
of the awarded funds, resulting in the following economic benefits: 
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OUR MISSION 
e mission of the Agricultural Products Utilization Commission is to create 

new wealth and jobs through the development of new and expanded uses of 

North Dakota agricultural products. 
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APUC-SPONSORED PROJECT LOCATIONS 

APUC sponsored 44 projects totaling over $1.4 million in 27 communities locate.) 

in 22 counties across the state. The grants listed in this report were awarded 

between November 2008 and November 2010. 

.i • 
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five of the members co two-year terms each, arranged so chat two terms expire in odd-numbered years and three in even­

numbered years. Three of these appointees must be actively engaged in farming and two must be actively engaged in business. 

The Commissioner of Agriculture appoints one member to a two-year term chat expires in odd-numbered years, and chis 

member must also be actively involved in farming. All terms begin July 1. 

The board also includes three statutory members or their designees: Paul Lucy, director of Economic Development and Finance, 

a division of che Department of Commerce; Dean Bresciani, president of North Dakota State University; and Doug Goehring, 

Commissioner of Agriculture. 

Dan Kalil, a producer from Williston and Governor Schafer's appointee, has served as the Commission's chairman since July 2001. 

Executive Director John F. Schneider and Administrative Assistant Kerri Kraft are responsible for administering APUC's 

programs and overseeing the daily operations of the Commission. 

APUC is an office within Economic Development and Finance, a division of the North Dakota Department of Commerce. 



Marketing & Utilization Grants provide assistance in research and ~arketing by developing new uses for agricultural products 

and by-products, and by seeking more and efficient systems for processing and marketing agricultural products and by~ 

products. These grants also promote efforts co increase productivity and provide added value to agricultural products, stimulate 

and foster agricultural diversification, and encourage processing innovations. 

Frontier Dairy - Edgeley LLLP 

Ralph Friebel, Jamestown 

Grant Amount: $ 76,000 
Total Budget: $ 785,000 

This project focuses on development and operation 

of a large-scale dairy near the community of Edgeley. 

Permitting processes will include water and health 

department and engineering permits, This-project will 

create 100 new jobs in the area along with additional 

ancillary jobs. 

MAP 2009 

North Dakota Department of Agriculture, Bismarck 

Grant Amount: 
Total Budget: 

$15,000 
$60,000 

The goal of chis project is to make a significant impact 

on small ND companies by assisting them with the costs 

of traveling to national and international tradeshows 

and trade missions. Ir will provide customized in­

market research to help a company decide if a market 

is appropriate for its product and understand how its 

product compares to the competition. 

Heimbuch Potatoes 

Chad Heimbuch, Cogswell 

Grant Amount: $ 27,950 
Tora! Budget: $252,937 

Funds will b,e used to retain the services of two 

indepe~den~ ma_r~ .. ~t.·?g consultants ~o .assist with the •.:, 

marketmg of th1_s?.tart-up potato packmg shed. This • ·; 

company will add value to locally grown potatoes 

through the washing, sizing, purchasing and marketing 

of potatoes. 



Bowdon Community Cooperative 

Laurel Jones, Bowdon 
Bowdon Locker Plant 

Grant Amount: 
Total Budget: 

$10,500 
$ 15,375 

This project is to conduct a feasibility study that will 

investigate and outline the possibility of restarting the 

locker plant in Bowdon, ND. 

MAP 14 

North Dakota Department of Agriculture, Bismarck : 

Grant Amount: 
Total Budget: 

$10,000 
$ 50,000 

These funds will be used to defray costs for North Dakota 

food and agriculture companies promoting and marketing 

I r products outside of the state, both domestically and 

rnationally. Funding will make a significant impact 

assisting comi,anies in the expansion of their business 

within the marketplace. 

MARKETING & UTILIZATION -- - - - -- ·-- - . -- - - -- ---- -

J.M. Grains, Inc. 

Marvin Flaten, Garrison 

Grant Amount: 
Total Budget: 

$ 56,850 
$150,000 

J.M. Grains specializes in unique varieties of peas and 

lentils such as eston~cype lentils, red split lentils, split 

green peas, split yellow peas and garbanzo beans. The 

company is focusing on marketing the "picture of health" 

with eco~friendly, naturally grown, good~tasting and 

nutritious food. 

Rad River Valley Saad Company 

Jay Boeddeker, Hillsboro 

Grant Amount: 
Total Budget: 

$55,000 
$90,000 

The funds were used to execute a feasibility study and 

commercialization phase of business development. The 

study evaluated the launch of a new business model to 

compete in the value~added bean and grain market with a 

focus of 100 percent identity preservation for its ingredients. 



aple River Dlstlllery, LLC 

Greg Kempel, Casselton 

Grant Amount: 

Total Budget: 
$ 26,000 
$112,000 

Funds .will be used to market a new and unique 

use of North Dakoca~grown fruits and agricultural 

products produced and bottled in historic 

downtown Casselton. 

akota Cooperative Association 

Marlo Anderson, Mandan 

Grant Amount: 
Total Budget: 

$12,000 
$26,000 

This project assessed the feasibility of operating a retail 

outlet and marketing and distribution center for Pride 

of Dakota members. 

AquaGanlx, Inc. 

Adrien Zettell, Newburg 

Grant Amount: 
Total Budget: 

$ 75,975 
$ 200,050 

Funds were used to defray the costs of website 

construccion, logo design, packaging and travel expenses 

incurred promoting a new way of farming shrimp. 

Minot Area Development Corporation 

Jerry Chavez, Minot 

Grant Amount: 
Total Budget: 

$ 41,000 
$100,000 

This project will assist in obtaining a feasibility study ro 

determine technical, financial, management, economic 

and marketing needs for BioExx's intention to expand 

canola extraction methods in North Dakota. 
.)) -



l
kota Pride Cooperative 

land Barth, Jamestown 
. 

Grant Amount: $ 10,500 
Total Budget: $ 165,000 

Whole grain doughnuts have been developed using hard 

spring wheat. This was a combined effort of three entities: 

Dakota Pride Cooperative, Fecring's Frozen Products 

and North Dakota Mill & Elevator. The doughnuts were 

marketed to grocery and convenience scores across North 

Dakota and the region, The goals of chis project were to 

increase interest in hard white spring wheat and increase 

the number of acres grown in the region, which will result 

in increased income for the pa~ticipating farmers. 



The Basic & Applied Research Grant is for research for processing agricultural produces and by-products in North Dakota. 

This grant cannot be aimed at business expansion or creation without regard to agricultural produces, muse not include research 

that cannot reasonably be expected co resulc in a marketable produce, and cannot have been duplicated by other research efforts. 

Light Line, Inc. 

Gary Greff, Regent 

Grant Amount: 
Total Budget: 

$23,040 
$40,142 

Light Line, Inc. is working co refine and re-test a fresh 

onion product chat has been developed co be stored in 

refrigeration ~ondic~ons at 4 degrees Celsius without 

decomposition to the onions. The onion retains its 

texture, consistency and freshness for up to 26 weeks. 

Funds will be used co re-rest the present formula co see 

if there are any ingredients char can be changed co make 

the produce better. 

NDSU Hertlp 

Dr. Burton Johnson, Fargo 
Dept. of Plant Science 

Grant Amount: 
Total Budget: 

$40,000 
$80,000 

This study will begin defining baseline production 

guidelines for industrial hemp production in North 

Dakota. Funds will be used co pay for construction of a 

field security facility to conduce industrial hemp research. 

;r~·i1'~~t;'.i •·~\t~~Ii~-7~1;IiH.!hi~,l\l'.IJ;t~jtiX1?>~•~: 

Nelson County Job Development 
Authority 

Julius Wangler, Lakota 

Grant Amount: 
Total Budget: 

$17,062 
$33,252 

The goal of chis project is co complete a study to 

\ 

determine whether a dairy processing plant is feasibl~ , , 

in Nelson County. _ ~ 



NDSU - Marketing Corn Products 

Dr. Marcelo Carena, Fargo 
Dept. of Plant Sciences 

Grant Amount: 
Total Budget: 

$ 70,000 
$150,290 

Funding will be used for research char will expand the 

use of NDSU corn products. 



The Farm Diversification Grant category gives priority co projects dealing with the diversification of_a family farm co non~ 

traditional crops, livestock, or on~farm, value~added processing of agricultural commodities. Traditional crops and livestock are 

generally defined as those for which the North Dakota Agricultural Scaciscics Service maintains statistics. The project muse 

have the potential co create additional income for the farm unit. 

Bruce Gusslaas Berry Farm 

Bruce Gussiaas, Carrington 

Grant Amount: 
Total Budget: 

$ 5,250 
$10,000 

This project involves planting several new berries, which are relatively 

unknown, well suited for the North Dakota climate and financially 

profitable. These could provide extra income for growers on a limited 

acreage and do not need yearly replanting. Funds were used for 

planes, weed barriers, and grass for lanes and walks. 



Nature-Based Agri-Tourism Grants are for enterprises that seek to attract visitors to a working farm or ranch, or any 

agricultural, horticultural or agribusiness operation to enjoy, be educated or be involved in activities. Eligible projects include, 

but are not limited to, farm or ranch tours, hands-on chores, self-harvest_jng of produce, hunting operations, fishing operations 

located on applicants' land, bird watching, trail rides and corn mazes. 

The Hayloft 

Scott Schlepp, Ashley 

Grant Amount: 
Total Budget: 

$1,000 
$ 5,600 

The Hayloft will now add trail rides and covered 

wagOn rides to theatrical attractions. The funds for 

this project will be used to market and advertise 

these two new attractions of The Hayloft. 
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APUC provides grants in two areas of agricultural inn~vations: Prototype Development and Technology Grants. A huge 

array of equipment can be useful in conducting business in rural living and agricultural economics. Prototype Grants are 

restricted to inventions improving the operations of food processing equipment and agricultural equipment. Technology 

Grants are to encourage innovation and APUC will maintain a broad view of technology, such as hardware, software, devices 

or processes. Biotechnology will be considered as long as those advances improve agricultural product utilization as food, 

feeds, fuels and fiber. 

Oakes Industries, Inc. 

Steve Voightman, Oakes 

Grant Amount: 
Total Budget: 

$26,000 
$ 51,000 

This project will use the funds to build a prototype 

heavy-duty scraper that is sturdy and reliable. The 

gc:,al is to make the final product cost-effective for 

the consumer. 

Fleld of View, LLC 

Jonathan Alme, Grand Forks 

Grant Amount: 
Total Budget: 

$25,000 
$50,000 

The funds will assist with technology research of 

remotely piloted aircraft used for capturing high 

resolution im~gery in an effort to help farmers and 

ranchers manage their agricultural assets. 

Ergologlstlcs, LLC 

Aaron Lamb, Fargo 

Grant Amount: 
Total Budget: 

$10,000 
$72,000 

• 
Funds will be used to defray the cost of legal fees 

associated with the prototype testing of automated hand 

trucks that lift heavy or awkward objects. The hand 

trucks will lift objects to ergonomically correct heights 

in order to reduce or eliminate strain or injury. Beta 

testing will drive research and development in various 

applications of _the device, one being agriculture. 

f) 





Sponsorships are listed in order of distribution. 

2009 Ag Open 

Tom Roljstad, Williston 

$5,000 Sponsorship 

This event, held in August 2009, gives individuals the 

opportunity co network with area economic developers 

and representatives from local and state lending 

institutions. Key research extension center specialists 

and county agents provide information on high~value 

crops currently grown and developed in the area. 

Marketplace of Ideas / 
Marketplace of Kids, Inc. 

Marilyn Kipp, Bismarck 

$15,000 Sponsorship 

The Marketplace of Ideas and Forum was held 

Sept. 27-28, 2010 in Fargo. This forum helped 

provide education, support, mencorship, solutions, 

and networking opportunities to new and existing 

entrepreneurs and entrepreneurial communities. 





FUNDING SOURCES 

APUC's appropriation for the 2009-2011 biennium totaled $3,433,953 and was provided from the following sources: 

Up to $550,000 was authorized to be collected from the Agricultural Fuel Tax Fund, funded by a $.02 "check-off" of farmers' 
ofrroad gas tax refunds. 

Up to $300,000 was to be collected in federal grants. APUC secured $83,200 through the Rural Business Enterprise Grant from 
the USDA Rural Development Administration during the bien~ium. 

$1,686,630 was appropriated directly from che state general fund. 

At the beginning of the biennium an additional $897,323 was authorized as carry-over authority from the previous biennium. 

Financial Information 2009-2011 

Appropriation Sources 

$1,686,630 

$550,000 

General Funds Gas Tax Refund 

Total Appropriation: $3,433,953 

As of September 30, 2010 

Salaries & Benefits 
Operating Expenses 
Grant Commitments • 

Total Expenditures 

Expenditures 

$169,192 
$30,859 

$726,937 

$926,988 

Remaining Appropriation: $2,506,965 

* Includes Carry~Over Commitment 

$300,000 

Federal Grants 

Budgeted 

$286,059 
$96,790 

$3,051,104 

$3,433,953 

,$897,323 

Carry-Over Authority 



AGRICULTURAL PRODUCTS UTILIZATION COMMISSION 

Director: John F. Schnelder 

1600 East Century Ave. Suite 2 • l"O Box 2057 • Bismarck ND 58503 

PH: 701.328.5350 • TOLL FREE: 1.866.4dakota • 4dakota@nd.gov 
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~eADIO 
Y NORTH OAKOTA TRADE OFFICE 

Economic Impact: Biennium 2009 - 2011 

Mission 

811 2°d Avenue North, Suite 284 
Dept, 0510 PO Box 6050 

Fargo, ND 58108 
P: +I 701 231 1150 • F: +I 701 231 1151 

The NDTO mission is to expand export volume through advocacy, education and expertise. 

State Funds 
The NDTO received $2,064,000 in state funding in the present biennium, with a match 
requirement of $750,000 in private funds from exporters, export service providers and federal 
grant authorities. 

Profitable Entity for the State 
In the current biennium the Trade Office has been true to its mission and has continued to be a 
highly profitable entity for the state. 

Data based on surveys returned from Trade Office members (representative sample) and data 
returned on surveys from Trade Office members who traveled on Trade Missions or who took 
part in reverse missions indicate these companies generated $60 MM in incremental export 
sales over the previous 12 months resulting in $3.4 million in incremental state tax revenue. In 
essence, the annual state tax revenue generated from these members represents more than 
twice the state funding provided the Trade Office during the biennium. 

Increased Trade Office membership by 55% 
July 2009 membership= 46 
January 2011 membership 71 
Member renewal rate of 90% 

Expanded to Global Offices 
Kazakhstan, Ukraine, Turkey, South Korea, andChina/ Hong Kong. NDTO contracted with 5 
dedicated overseas representatives in these markets to continue business development in 
existing countries and to strengthen partner relations overseas. Our representatives have 
enabled us to identify, recruit and build relationships with key distributors and customers; as 
well as troubleshoot on behalf of our exporters. These representatives are the critical to 
advancing our success. 

Outreach and Resources to Members 
► Export Management Course: We successfully launched our (for credit) Export 

Management Certificate Course. in conjunction with the University of North Dakota (fall 
• 

of 2009) and North Dakota State University (spring 2010). The course is 12 weeks and 
I' . 
:i A -------· 1<9i,, -www.ndto.com • \NWW.ndtoexpo.com 
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Y NORTH DAKOTA TRADE OFFICE 

811 2°d Avenue North, Suite 284 
Dept. 0510 PO Sox 6050 

Forgo, ND 58108 
P: +1 701 231 1150 • F: +1 701 231 1151 

educates university students, export assistants, and international export managers and 

staff with expertise from industry experts and business resource providers. The course is 

unique in that each week the instructor is different and is an expert in their field of 

international business. Panel discussions with an array of local business leaders are 

often highlights providing the students with insight into how business is really done; 

including the obstacles and challenges exporters face. The capstone of the program is a 

group project with a local export company, in which the students prepare a detailed 

export management plan the exporter, complete with selection of a new market, 

research and recommendations for market entry. 

► Trade Talks: NOTO trade talks include a combination of live seminars and on-line 

webinars. Over the present biennium, 18 events were held, with 371 participants and a 

90% satisfaction rating. Trade Talks were expanded in this biennium to include technical 

export issues, high level trade discussions from experts, and country market experts. 

We are committed to utilizing local business resources providers as experts when and 

where possible for the benefit of the members. 

► Export Assistant Program: This innovative program places graduate students with 

participating companies where the skill set and company needs are best met. The 

export assistants, students at North Dakota State University and North Dakota State 

University, work up to 20 hours a week, and full time over the summer. The companies 

commit to a 2 year relationship, and the graduate students help build the global 

business. The students gain work experience related to their graduate studies, college 

credit and tuition assistance; and upon graduation move onto careers in international 

business or assist the companies in pursuit of global business opportunities that would 

not have been realized. In addition, half of the students earnings are paid by the 

company. Currently there are 16 assistantships and 13 are filled. 

► Website enhancement and Exporter Expa: July 2010 saw the launch of a new NOTO 

website. The new website launch included a new look for the trade office complete 

with a new logo and new branding. The website includes a business expo, a unique and 

versatile approach enabling member companies to showcase their products in a trade 

show-like format. Available to members and non-members on a fee basis. The website 

serves as a global resource for our country representatives, member and non-member 

companies, their products and th_e NOTO . 

.A. 
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► ExporTech: Launched in the spring 2009, the ExporTech program is designed to help 

small to medium sized companies enter or expand into global markets by helping them 

to understand how exports can be a major growth driver; identify hurdles to expansion, 

and work one-on-one with facilitators and experts to develop their export growth plan. 

By utilizing a team of experts, ExporTech helps the companies move quickly beyond just 

planning, into actual export sales. Our local team consists of Dakota Manufacturing 

Extension Partnership (MEP), and the US Commercial Service. We have completed 4 

programs over the past 2 years; 2009 North Dakota/ South Dakota; 2010 North Dakota/ 

NW Minnesota; and 2011 being scheduled for May 2011. 

► Global Conference: Global Business Connections will be held in Fargo, ND, March 30-31, 

2011. Greg Page, Chairman and CEO Cargill will be a Key Note speaker. The 

conference, held every 2 years, focuses on bringing exporters, together with service 

providers and international industry professionals for networking, break-out sessions, 

and information on current subjects of international interest, 

Trade Missions 
• Escorted 55 companies to 7 countries 
• Total reported immediate sales: $5.75 million 
• Total reported projected increase in sales: $13A million 

Reverse Missions 
• Hosted 340 visitors from 21 countries with 108 companies participating 
• Total reported immediate sales: $4.68 million 

• Total reported projected increase in sales: $10.86 million 

The Road Ahead 
The road ahead will be challenging given the current worldwide economic situation: 

1. Member donations will be increasingly scrutinized 

2. Access to growth capital has become a significant issue 

3. Access to and aid in finding qualified customers in priority markets will be sought after 

4. International management expertise/education must be increased significantly to 

enable export success on both sides of the ocean 

5. We recommend exploring new ways to bring "smaller exporters into the fold" 

6. Lack of skilled professionals in North Dakota continues to be an issue despite the 

recession 

A 
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7, Logistics issues continue to be a problem for ND exporters adding to the cost of their 

products 

Budget Enhancement Recommendation: 

The Trade Office is recommending a budget enhancement of$ 489,000 to accomplish the tasks 
and goals of the organization. 

1, Finance the resource management initiative to solicit, educate, and enable access to 

capital growth and a wider supplier network for established ND companies with strong 

international expansion opportunities, This function is currently supported by an EDA 

grant, EDA is not optimistic about funding for the 2011-2013 biennium. 

2, Replicate our successful overseas representative business model in two additional 

countries to enhance/ drive distributor and customer business identified during past 

trade missions, 

3, Increase reverse trade missions to facilitate sales and reduce the sales cycle time 

timeframe, Data supports that outbound trade missions generate NDTO memberships 

and reverse trade missions generate sales for member companies, Add one reverse 

trade mission per 6 month period, 

4, Enhance the student recruitment and internship program with select universities to 

recruit and train foreign students in subject areas that will increase export potential for 

ND companies, The areas of interest are international agribusiness, agricultural 

equipment and international management, 

5, Upgrade information systems of the NDTO to increase efficiency and client support, 

Upgrades include a CRM progran;i, training and technical support, 

6, Facilitate the development of logistics coordination services in North Dakota to educate, 

review and advise on the use of containers and trans-loading in conjunction with local 

logistics providers, railroad and steamship service offerings, Broaden and increase the 

use of the Port of North Dakota and coordination of exports, 

ND Export Growth 
What does trade means to North Dakota? Trade means jobs. 

• In 2009 North Dakota exported $2,2 billion in manufactured goods, which supported 

over 17,000 manufacturing jobs, 

• Manufacturing exports have increased+ 200% 

• Manufacturing companies have added 284 jobs in 2010 
A 
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• In 2009 North Dakota exported $4.59 billion in agricultural products, which supported 

over 45,170 agricultural jobs 

• North Dakota exports over $500 million in services 

• 1 in 3 acres of agricultural product is exported 

ND Exports Economic Impact 
Exports are a $7. 7 Billion Industry; +55% (2009 total exports as compared to 2007 total exports) 
Increased exports: 

✓ $2.2 billion in manufactured goods represents an 84% increase in 2009 over 2005 

merchandise exports of $1.2 billion; and the fastest growth rate among the 50 states 

over that same time period. 

✓ Increased exports in 2010 over 2009: 60M M 

✓ New employment: 284 jobs 

✓ Gross State Product: 2009 $32MM 

✓ New state tax revenue: $3.4MM 

✓ Member export growth: 70% in 2010 vs 2009 
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• ND Small Business Develop1nent 

Centers 
• Rural Development Council and 

Center for Technology & Business 
• Dakota MEP 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
JANUARY 13, 2011, 9:00 A.M. 

HOUSE APPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION 
SAKAKAWEA ROOM 

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN 

PAUL GOVIG -ACTING COMMISSIONER, ND DEPARTMENT OF COMMERCE 

The Department of Commerce provides funding to some of our partners to accomplish our 
m1ss1on. They include: 

• Small Business Development Centers 
• Center for Technology and Business (Rural Development Office/ Women's 

Business Development Office) 
• American Indian Business Development Office 
• Dakota Manufacturing Extension Pa1tnership 

Small Business Development Centers 

The ND SBDC exists to provide high quality business assistance in the form of counseling, 
training, and research to existing and prospective small businesses which results in job creation 
or retention and economic wealth . 

Rural Development Council/Center for Technology and Business 

The Depaitment of Commerce contracts with the Center for Technology and Business for the 
provisions of the Women's Business Development Office and the Rural Development Office. 
We are requesting the same level of funding that they received this biennium. These programs 
are involved with computer education, rural outreach, rural housing, childcare and the North 
Dakota Young Professionals network. 

American Indian Business DevelopmenfOffice 

The purpose of the office is to enhance the business opportunities available to Tribes and tribal 
members. This important initiative was contracted out to the Prairie Consulting Group of 
Bismarck during the 2009-2011 biennium. Accomplishments included a Research, Jnsights and 
Opportunities Report to provide a good understanding of the capabilities. In addition, a number 
of prospect leads and site visits were conducted on the reservations. 

Dakota Manufacturing Extension Partnership 

The purpose of the Dakota MEP is to increase the competitiveness of manufacturing companies 
and thereby, strengthen our economy. 

More detailed infonnation is included for each of these organizations in the written testimony 
provided. I would be happy to answer any questions you have on these partners and many of 
them are represented in this room. · 
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Testimony in support of HB 1018 

ND Department of Commerce Appropriation 
House Appropriations Committee 

Bon Wikenheiser, State Director, ND Small Business Development Centers 

Mr. Chairman and members of the committee, I am Bon Wikenheiser, State Director for the Small Business 
Development Center. I ask your support for HB1018, the 2011-13 appropriation for the ND Dept of 
Commerce, submitted at the request of the Governor. The SBDC is funded in the Partner Programs line 
item of the DOC budget 

The ND SBDC exists to provide high quality business assistance in the form of counseling, training, and 
research to existing and prospective small businesses which results in job creation or retention and 
economic wealth. SBDC consultants prepare and present funding packages for clients seeking to finance 
new businesses and existing business expansion, help with workouts for stressed businesses, as well as 
provide general business consultation. Regional offices are located in Bismarck, Fargo, Grand Forks, 
Minot, Jamestown, Williston and Dickinson. Tribal offices are located in Fort Yates and Belcourt. The lead 
center is hosted by UND. 

SBDC network state funding was restored to its 1999 level of funding during the 2009 session. That 
investment of state funding resulted in these outcomes from 7/1/2009 to 12/31/2010: 

• Provided 12,752 hours of direct client consultation to over 2,000 small businesses and nascent 
entrepreneurs. Served clients in all 52 counties. 

• Assisted clients in acquiring $130,289,000 in capital for small business. Eighteen percent of all 
clients seen by the SBDC have realized direct capital infusion. ND SBDC ranks 15th overall in the 
country for capital access results for clients, realizing $51 of capital acquired for every dollar of cash 
invested in program. National average for SBDC programs is $17. 

• SBDC consultants have assisted clients in receiving capital from commercial banks and credit 
unions, Bank of ND, SBA, Certified Development Corps, Small Business Investment Centers, USDA, 
CDBG, APUC, ND Development Fund, regional and local revolving loan funds, venture capital firms, 
private investors, tribal entities and federal, state and local grants. 

• The SBDC network used available state funds to partner with local economic development, county 
and city government entities to add business consultation services in their local regions to assess 
the need for continued service. In the 4th Q of 2010, SBDC assisted services have been expanded 
in Williston, Dunn County, Beach, Bowman, Tioga, Watford City, Bottineau, Devils Lake, the IDEA 
Center, Marketplace of Ideas and Wahpeton. All partner entities invested local dollars to match the 
state and federal funds designated for the local services. 

• Assisted with 182 business starts, 805 jobs created and 784 jobs retained as defined by SBA. 
• Completed a pilot program in the Wahpeton region following the Imation and Industrial Plating plant 

closures. In addition to direct business consultation, the SBDC assisted the Wahpeton economic 
developers mitigate the business concerns surrounding the infrastructure updates the area 
implemented following the floods. 

• Assisted Red River Regional Council in completing the Northwood recovery plan following the 
tornado, while assisting businesses with their recovery plans. 

• Complied with all regulations and program requirements to acquire national certification, which is 
necessary to be eligible for federal funding. 

• Allowed the program to match the increase in federal funds allocated for the program. The state 
received an additional $340,552 in federal funds because of the program's ability to match available 
federal funds. 

• Improved the client record management system to better verify and track results and trends by 
region and satellite center. 
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The SBDC's plans for the next biennium's service are determined by the regional stakeholder needs and tr­
overall plan for economic development priorities defined by the state government and EDND. 

Specific activities slated for the next biennium include: 

• The establishment of SBDC satellite offices hosted by ND State College of Science, Dakota College, 
the IDEA Center, Marketplace of Ideas and North Central Planning Council for the 2011 calendar 
year. Re-establish the Grafton satellite center hosted by Red River Regional Council. 

• The expansion of services in the western part of the state as administered through Williston State 
College and Dickinson State University's Strom Center. WSC will oversee satellite centers in Tioga, 
Crosby, Tri-County Regional Council and Watford City. DSU's Strom Center will oversee satellite 
centers in Beach, Bowman and Dunn.County. These centers will work in conjunction with local 
developers already hired to serve the area. 

• Provide capital access expertise to th~ ND Trade Office. This service's costs are included in a one­
time federal grant allocated for SBDC. The grant will cover costs for one year for this position. 

• Partner with the Underwood Area Development Corp. to provide services to McLean and Sheridan 
counties as outlined in the SBDC federal grant and the local development plan. 

• Continue to build business succession planning services necessary for rural communities. 
• Working with the Grand Forks Base Realignment Impact Committee to establish federal and state 

procurement technical assistance for small businesses in and around the Grand Forks Region. A 
three-year commitment of federal funds has been awarded to begin these services, matched by 
BRIC committee authorized Center of Excellence funds allocated for this region. 

• Redo the ND SBDC website and provide technical support to regional offices. This activity was 
planned for the 2009-11 biennium, but the funds allocated for this were redirected to the regions for 
additional client services at the request of the local area developers. 

• Explore additional value-added agriculture technical expertise. The ND SBDC currently serves a 
proportionately small number of ag related businesses. Changes in the SBA lending regulations, 
well as proposed changes in banking lending policy indicate an opportunity for SBDC to better serve 
ag-related businesses in ND. 

The SBDC works. 

Your support of the SBDC is most appreciated. ND SBDC has successfully demonstrated its value as a 
valid component of the economic development community. Maintaining the state's commitment as included 
in the Governor's budget allows SBDC to continue our services and local partnerships as ND grows and 
prospers. 

I would be pleased to answer any questions you may have. 

Contact information: 

Bon Wikenheiser 
State Director 
Bank of ND 
1200 Memorial Highway 
Bismarck, ND 58506-5509 

Phone: 701-328-5375 
Cell: 701-202-2679 
E-Mail: bon@ndsbdc.org 
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Rural Development Council 

The Rural Development Council was initiated with federal funding and was turned over to the state to 

fund in 2002. Seeing the value and need for outreach to rural ND, the Department of Commerce uses 

discretionary funding to provide resources for their work in rural North Dakota. The office has resided 

with the Center for Technology and Business since 2004. The Rural Development Council provides rural 

outreach and is a resource for rural communities, organizations, economic developers, and businesses. 

The program cost shares and funds have bee_n used for maintaining a website, printing, electronic 

commerce, and staffing. 

Examples of accomplishments include: 

• Crash Course, a regional program developed to help students and their parents identify course 

majors and trades that could place them in a job within ND after graduation. More than 350 

parents and high school students have received hands-on training in scholarship programs, 

financial aid, career exploration, and ND's job outlook with an emphasis on areas of demand. 

This program gives students and their parents the information they need to know about the jobs 

available in the state rather than forcing them to look elsewhere for positions after college 

graduation. Five more are scheduled to take place in January and February. 

• 

• 

The North Dakota Young Professionals (VP) Network engages young professionals statewide, 

connects the individual VP chapters, offers encouragement and support for new chapters, and 

provides outreach making these individuals more valuable to their employers and communities. 

Childcare Roundtables are held across the state to bring childcare business development 

resources to rural communities and help make small businesses aware of all the available 

resources. This gives the local, state, and federal programs a way to reach out to families, 

communities, and businesses that rely on childcare to retain employees. 

Center for Technology and Business 

The Center for Technology and Business provides services to the Department of Commerce as the 

Women's Business Development Office. This office provides business and computer training in many 

different communities across North Dakota, provides one-on-one counseling to women's businesses 

owners, and certifies businesses owned by women for state and federal contracting .. 

Examples of accomplishments include: 

• 
• 
• 
• 

Increased payrolls by $3,020,160 . 

Trained and counseled 1,766 students in computer skills and business practices . 

Certified 45 new Women Owned Businesses across the state . 
" 

$90 Return on Investment per state dollar invested . 
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' -dakotaMEP 
MAXIMIZING ENTERPRISE PERFORMANCE 

To: 

Cc: 

From: 

TESTIMONY 
North Dakota House Appropriations Committee 

North Dakota Department of Commerce 

Dakota MEP 

Date: January 6th
, 2011 

Subject: State of North Dakota Support for Dakota MEP (2011 - 2013 Biennium) 

The testimony provided in this document is specific to the work of the Dakota MEP1 in carrying out the 

work of the national Manufacturing Extension Partnership (MEP) in North Dakota. It does not include 

the work of the Dakota MEP in working with other MEP programs throughout the national MEP 

network . 

Background 

The purpose of Dakota MEP is to increase the competitiveness of manufacturing companies, other new 

wealth creating companies' and related industries that impact such enterprises, in order to strengthen 

North Dakota's and our nation's economic vitality. 

As of 2009, there were 23,600 employed in North Dakota in manufacturing with annual average 

compensation of $52,418 (as compared to $46,238 for the rest of the North Dakota workforce). 

Manufacturing represents nearly 10% of the state's economy and represents 69% of the state's exports 

1 Dakota MEP is organized as a non-profit organization {501c3) and is an affiliate of the Manufacturing Extension 
Partnership (MEP)-the nation's largest business assistance network dedicated to developing domestic 
manufacturing- our nation's largest creator of new wealth. As an MEP affiliate, it is able to introduce world class 
best practices complemented by objective assessment, technical assistance and training services locally to 
manufacturers, other new wealth-creating companies and related industries in order to strengthen their economic 

vitality and that of our region .and nation. Dakota MEP also maintains affiliations wlth other organizations to 
strengthen its value proposition. See www.dakotamep.com for additional information. For more information on 
the national Manufacturing Extension Partnership see www.nist.gov/mep . 

2 New wealth creating companies, including many manufacturers, drive economic prosperity by importing wealth 
to the local or regional economy through the production of goods and the development of intellectual products 
and processes exported to national or international markets. These companies are not constrained by the size of 

the local market. 
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to other countries. From 2003 - 2008 (pre-recession), the manufacturing industry made up 44% of the 

total growth in North Dakota's economy. 

Dakota MEP is organized as a private/ public partnership providing assistance to any company seeking 

to become more competitive, more productive and more profitable. We currently have twelve full time 

employees operating in North Dakota. The governance of the Dakota MEP is led by a Board of Directors 

that includes: 

• Dan Antrim, VP - North American Operations, Bobcat/ Doosan, Gwinner, ND 

• Kari Warburg Block, CEO, Earth-Kind, Bismarck, ND 

• Bryan Bossert, VP -Operations, Phoenix International, Fargo, ND 

• Bart Brost, Engineering Manager, Showplace Wood Products, Harrisburg, SD 

• Chuck Crary, President, JS Oil & Transport, West Fargo (Chair - Crary Industries, West Fargo, ND) 

• Brian Dahl, VP - Operations, Amity Technology, Fargo, ND 

• Don Hedger, President, Killdeer Mountain Manufacturing, Killdeer 

• Dan Hoefs, President, Padgett Business Services, Fargo (formerly of Gremada Industries, Fargo) 

• Marianne Von Seggern, Bell Incorporated, Sioux Falls and 

• Tammy Wierenga, Employment Manager, Raven Industries, Sioux Falls. 

In addition the Board includes ex-officio members representing our federal and state investors: MEP 

NIST (current Account Manager), the State of North Dakota/ Department of Commerce (Paul Govig -

formerly Shane Goettle). 

Next Biennium (2011- 2013) Baseline Funding 

The State of ND funding level in the table below is identical to that provided during the current 

biennium (2009 to 2011). The baseline budget for each MEP program generally consists of 1/3 federal 

(MEP NIST); 1/3 state and 1/3 supports from the private sector (i.e. fees for service). 

Dakota MEP Biennium Baseline 
State of ND MEP NIST Private Sector Total 

Funding 

1 2011- 2012 Baseline Budget $475,000 $475,000 $475,000 $1,425,000 

2 2012 - 2013 Baseline Budget $475,000 $475,000 $475,000 $1,425,000 

3 Total 2011- 2013 Baseline $950,000 $950,000 $950,000 $2,850,000 

2 
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Dakota MEP Services 

The Dakota MEP provides assessment, technical assistance and training services to companies in 

manufacturing and related industries, particularly but not exclusively small and medium sized 

enterprises (SMEs). The Dakota MEP supports a business improvement roadmap that helps companies 

identify where improvements may need to be made and helps them implement these improvements. 

Most services are provided by Dakota MEP staff. Additional services draw on the expertise of other MEP 

programs and on the expertise of approved third party service providers that work - under the guidance 

of the Dakota MEP - successfully with companies we partner with. 

Services are designed to help companies improve financial performance, expand in profitable markets 

and build greater capacity and competitiveness through improved processes and people. 

Examples of services provided by Dakota MEP include: 

• Applying and sustaining continuous improvement to companies, 

• Assessing the strengths and weaknesses of companies, 

• Developing leaders at all levels of an organization, 

• Helping companies build their capacity to better compete, 

• Helping companies generate, prioritize and implement new ideas for business growth, 

• Helping companies with leadership and ownership succession, 

• Identifying new technologies for developing or enhancing new products and processes, 

• Improving how companies measure performance and organize their efforts, 

• Improving processes (flow of value in an organization at the demand of customer), 

• Improving productivity (improving value of output per employee), 

• Improving profitability, 

• Improving the performance of supply chains, 

• Increasing sales (especially in a tough economy) and 

• Making new investments (i.e. plant, equipment, information systems, and workforce). 

In addition to the Manufacturing Extension Partnership, Dakota MEP is an affiliate of the Association for 

Manufacturing Excellence (AME), the Shingo Prize (known as the "Nobel Prize" for Business Excellence) 

and the Society of Manufacturing Engineers (SME). It is one of the nation's leaders in helping businesses 

develop internal capacity in becoming a "Lean Enterprise" through its Lean Enterprise Certification 

Program. It also has two of the nation's two hundred Shingo examiners trained to evaluate the progress 

3 
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that organizations are making in world class performance. This is particularly critical as developing a 

roadmap and measuring progress in implementing best practices is difficult within most organizations. 

Dakota MEP Two Year Performance 

Over the past two year period, the Dakota MEP has served 216 manufacturers in North Dakota. These 

companies have a primary or secondary manufacturing industrial classification code. See the table 

below - for a list of those companies. 

One way that companies are served is through improvement projects. Improvement projects are 

designed to address specific company issues, needs or opportunities. Over the past two years, seventy 

eight companies partnered with Dakota MEP on improvement projects in North Dakota. Fifty seven of 

those companies responded to an independent 3'' party survey on the benefits and impacts they 

realized through the Dakota MEP assisted improvement projects. 

During a very difficult economy, these companies reported $79.9 million in quantifiable benefits and 

impacts ($1.4 million on average per company). These same companies reported that 259 

manufacturing jobs were created or retained. These jobs have an estimated gross wages of $13.6 

million'. Given the State of North Dakota support for Dakota MEP, this would reflect an investment of 

$3,668 per job in manufacturing. 

Dakota MEP Manufacturing Companies Served in North Dakota 
(2009 - 2010) 

Manufacturer Community State 
Aaseby Industrial Machining, Inc. Wahpeton ND 

Agri-Cover Inc Jamestown ND 

Alien Technology Corp. Fargo ND 

Alion Science and Technology Bismarck ND 

All Service Manufacturing Carrington ND 

Alloway Ag Systems Horace ND 

Amber Waves, Inc. Richardton ND 

Amity Technology, LLC Fargo ND 

Appareo Systems LLC Fargo ND 

Applied Engineering Inc Bismarck ND 

3 Manufacturing jobs in North Dakota have 'average wages' ($52,418), $6,181 greater than the 'average wage' for 
jobs provided by all other employers in the state ($46,238). Manufacturing also typically has the largest postitive 
indirect economic impact on non-manufacturing jobs. 

4 
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• Applied Products, Inc Grand Forks ND 

Arrow Industries Neche ND 

Arrow Tech Rolla ND 

Baker Boy Supply Dickinson ND 

Basin Electric Bismarck ND 

Basin Printers Williston ND 

Benchmark Electronics Dunseith ND 

BIi Fargo Inc Fargo ND 

Bismarck Aero Center Bismarck ND 

Bobcat - Bismarck Bismarck ND 

Bobcat - West Fargo West Fargo ND 

Bobcat - Gwinner Gwinner ND 

Bordertown Wire Neche ND 

Bourgault Industries Minot ND 

Branick Industries, Inc Fargo ND 

Bri-Ton Mfg. Lisbon ND 

Butcher Block Inc. Oakes ND 

Cardinal IG Fargo ND 

Cargill Malt Spiritwood ND 

Case IH - New Holland Fargo ND 

Caterpillar Reman Drivetrain West Fargo ND 

Central Machining & Pump Repair, Inc. Minot ND 

CHS Nutrition Edgeley ND 

CHS Sunflower Grandin ND 

City Air Mechanical Inc Bismarck ND 

Cloverdale Foods Company Mandan ND 

CNH America Fargo ND 

Colman Enterprises Inc Fargo ND 

Com Del Innovation Wahpeton ND 

Concrete, Inc. Grand Forks ND 

Crane Creek Gardens Stanley ND 

Crary Co. West Fargo ND 

Custom Design Dickinson ND 

Custom Graphics Fargo ND 

D M I Industries, Ottertail Corp. West Fargo ND 

Dakota Audio Inc Bismarck ND 

Dakota Brand International Jamestown ND 

Dakota Growers Pasta Co. Carrington ND 

Dakota Micro, Inc. Cayuga ND 

Dakota Molding Fargo ND 

Dakota Prairie Organic Flour Harvey ND 

Dakota Screen Arts Inc Bismarck ND 

Dakota Specialty Milling Fargo ND 

Dakota Storage Products Inc West Fargo ND 

Dave's Welding and Metal Fabrication Fargo ND 

s 
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• 
Deckmasters Fargo ND 

Drayton Enterprises Fargo ND 

Eagle Ditcher Milnor ND 

Earth Harvest Mills Inc Harvey ND 

EARTH-KIND, Inc. Minot ND 

Eastside Machine Co Inc Fargo ND 

Easy Risers Inc Cooperstown ND 

Ebel Integrators Williston ND 

Enduraplast Neche ND 

Engine Rebuilders Oakes ND 

F/S Manufacturing West Fargo ND 

Fargo Assembly Co., Inc. (HQ) Fargo ND 

Fargo Automation Fargo ND 

Fargo Northwest Pipe Fittings Inc Fargo ND 

Fargo Parts & Equipment Inc Fargo ND 

Faul Mfg Inc Harvey ND 

Fiberglass Specialties - Minot Minot ND 

Forum Communications Fargo ND 

Frontier Inc Wahpeton ND 

FRS Industries, Inc. Fargo Fargo ND 

Funshine Express Inc Dickinson ND 

Gate's Manufacturing Lansford ND 

General Equipment & Supplies Fargo ND 

Giant Snacks, LLC Wahpeton ND 

Global Electric Motorcars, LLC Fargo ND 

Golden Plains Frozen Foods Leeds ND 

Goodrich Corp., Cargo Systems Jamestown ND 

GPK Products Inc Fargo ND 

Gremada industries West Fargo ND 

Grotberg Electric Valley City ND 

H & J Machining Carrington ND 

Harris Machine Company Oakes ND 

Harriston Industries Inc Minto ND 

Hauff Machine Products Lehr ND 

Heartland Flax Valley City ND 

Heartland Products Valley City ND 

Hebron Brick Co Hebron ND 

HelpMate Services Williston ND 

Hess Corp Tioga ND 

Horn Plastics lnc Fargo ND 

IDA Corp. Fargo ND 

Image Printing Inc Bismarck ND 

Imation Corp. Wahpeton ND 

Industrial Contractors Inc Bismarck ND 

Interstate Power Systems Williston ND 

6 
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• IPC Pembina ND 

Iron Unlimited Inc Argusville ND 

J & M Printing Inc Fargo ND 

J.R. Simplot Co. Grand Forks ND 

JS Oil & Transport Company West Fargo ND 

Jeld-Wen Inc Fargo ND 

John Deere Seeding Group Valley City ND 

Johnson Bridals Dickinson ND 

Johnston Fargo Culvert Inc Fargo ND 

JSM Woodworks West Fargo ND 

K & J Jewelry Mfg Grand Forks ND 

Kelly's Welding Oakes ND 

Kerian Machines Inc Grafton ND 

Killdeer Mountain Manufacturing Killdeer ND 

King Coal Furnace Corp. Bismarck ND 

Klemetson Woodworking Inc Bismarck ND 

Kohl Waters Inc Dickinson ND 

Kringstad Ironworks, Inc. Hoople ND 

Kustom Machine, Inc. Oakes ND 

Leonardite Products, LLC Williston ND 

Longview Fibre Grand Forks ND 

Lundeby Mfg Tolna ND 

Magnum Manufacturing Amenia ND 

Mandan Steel Fabricators Bismarck ND 

Marvin Windows & Doors Grafton ND 

Microlap Technologies Rolla ND 

Microsoft Business Solutions Fargo ND 

Mid America Steel Inc Bismarck ND 

Mid-America Aviation Inc West Fargo ND 

Midland Garage Door Mfg. Co. West Fargo ND 

Mike's Custom Truck Builders Northwood ND 

Minnkota Windows Fargo ND 

Missouri River AG Processing Williston ND 

Modern Machine Works Williston ND 

Motor Coach Industries Pembina ND 

NATCO Williston ND 

ND Mill & Elevator Grand Forks ND 

New Products Marketing Corp Williston ND 

Newman Signs, Inc. Jamestown ND 

Northern Improvement Co. Fargo ND 

Northern Pipe Products, Inc Fargo ND 

Northwestern Equipment Inc Fargo ND 

O'Day Equipment, Inc. Fargo ND 

Oil Transfer Systems LLC Horace ND 

Orr-lginals Jamestown ND 

7 



Dakota MEP Testimony to House Appropriations Committee, 62nd Legislative Assembly 

• Palmer Bit Co Inc Williston ND 

Phoenix International Corp. Fargo ND 

Pierce Printing & Office Supplies Fargo ND 

Plastics Plus Inc Bismarck ND 

Pond Doctor Inc Bismarck ND 

Pond Filtration Inc Fargo ND 

Posi Lock Puller Inc Cooperstown ND 

Prairie Bill Sleds Luverne ND 

Precision Machine Fargo ND 

Primewood, Inc Wahpeton ND 

Print Shoppe Inc Wahpeton ND 

Production Specialties Corp. Grand Forks ND 

Pump Systems, Inc. (Solar Bee) Dickinson ND 

Quest Engineering Inc Mandan ND 

R & S Casework Inc Fargo ND 

Ray-Mac Inc Gwinner ND 

Red River Commododities Inc Fargo ND 

RediFlame Inc Finley ND 

Reechcraft inc Fargo ND 

Ro-Banks Tool & Mfg Co Wahpeton ND 

Rock lndLJstries Corp Fort Yates ND 

• Roger Gussiaas Farm Carrington ND 

Roll-A-Ramp West Fargo ND 

Rommesmo Companies Fargo ND 

Rough Rider Industries Bismarck ND 

Rugby Mfg Co Rugby ND 

Saxerud Inc Lisbon ND 

SB&B Foods Casselton ND 

Schepp's Dakota Deli Lansford ND 

Scherr's Cabinet & Doors lnc Minot ND 

Sheyenne Dakota Inc . West Fargo ND 

Sheyenne Tooling and Mfg Inc Cooperstown ND 

Shocker Hitch Inc Arthur ND 

Sign Pro West Fargo ND 

Signs & Wonders Inc Bismarck ND 

Sioux Manufacturing Corporation Fort Totten ND 

Sky Creek LLC Voltaire ND 

Solid Comfort, Inc. Fargo ND 

Spectrum Aeromed Fargo ND 

Spit 'n Image Bismarck ND 

Standard Industries, Inc. Fargo ND 

Star Burst Designs Dickinson ND 

Steffes Corporation Dickinson ND 

Summers Manufacturing Co Inc - Devils Devils Lake ND 

Sund Mfg Co Inc Newburg ND 
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• Superior Silk Screen Inc Bismarck ND 

Sure Foot Corp Grand Forks ND 

TS R Parts Inc Colgate ND 

TC Nursery Minot ND 

Tecton Products, LLC Fargo ND 

Telpro Inc Grand Forks ND 

Thermal Energy Products Inc Fargo ND 

Thermal Line Windows Mandan ND 

Thompson Customizing Wyndmere ND 

Tiffany Glass Works Hazen ND 

Tioga Machine Shop Inc Tioga ND 

Titan Machinery Fargo ND 

TMI Systems Design Corp Dickinson ND 

Top Taste Inc Finley ND 

Trall King Industries West Fargo ND 

TRS Industries Fargo ND 

Two Rivers Printing Jamestown ND 

Ultratec Products Dickinson ND 

WC CO Belting, Inc. Wahpeton ND 

Wieser Screen Printing Fairmount ND 

• Window World Inc Williston ND 

Wood Craft Unlimited Inc Bismarck ND 

Wood Products Inc Grand Forks ND 

Woodside Industries Cavalier ND 

Young Mfg., Inc. Grand Forks ND 

Zachmeier Mfg Inc Mandan ND 

• 
9 
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North Dakota Department of Commerce, Energy Division 
Vision and Objectives 

North Dakota's many opportunities in energy production continue to grow, yet there is 

no comprehensive function in state government to support and promote the development of all 

energy sources, as a whole. 

An Energy Division within the Department of Commerce will proactively address the 

challenges facing North Dakota's existing energy industry and also embrace the opportunities 

that lie ahead. 

Currently, the Department of Commerce utilizes a single-company approach, assigning a 

few dedicated developers to assist in the expansion of targeted projects for development. 

The time has come to implement a new, comprehensive effort tlrnt moves the energy 

industry forward by addressing both the opportunities and challenges that face all forms of 

eneq
0
,y production. An Energy Division·will also eliminate any perceived conflict between the 

promotion and regulation of the energy industry. 

The Department of Commerce proposes a modest internal restructuring and the hiring 

of two employees: an Energy Division director and a project manager for traditional energy 

sources. Funding tl1ese two full-time po~itions is a solid and much-needed investment in the 

future of our state. The proposal also calls for transferring two existing full-time employees to 

serve within tl1e Energy Division in the roles of state energy engineer and a project manager for 

renewable energy resources. 

Simply put, the Energy Division will take on the responsibility to support the 

development of all forms of energy production. The Energy Division will embrace the energy 

industry's major opportunities such as: 

• Promotion of local, small businesses that supply equipment, materials and services 

• Promotion of infrastructure for renewable fuels 

• Promotion of coal-to-liquids energy plants 

• Promotion of transportation of liquid fuels 

The Energy Division will also tackle the major challenges of the energy industry, such as: 

• Development of adequate employee housing 

• Assistance in navigating state and federal regulation 

The structure of the Commerce Department, as it exists today, is organized as indiviclual 

developers working on specific company,projects. The Energy Division will more effectively 

deal with industry wide opportunities an~ challenges. 



• The proposed Energy Division has two objectives: 

1) Carrying out the goals and objectives of the state's ent:rgy strategies: 
a. Empower ND has played a strategic role in positioning North Dakota's energy 

industry for long-term growth. The Energy Division will carry out the goals of 
Empower ND, a very defined role that requires the full attention of a Division 
Director. 

b. Empower ND includes 20 goals, 51 policy statements and 98 action items. The 
Energy Division will oversee implementing these initiatives and policies 
recommended by the Empower ND Commission. 

c. The Energy Division will also play an important role coordinating between more 
than a dozen state agencies, political subdivisions, other entities and industry 
leaders involved in developing and regulating North Dakota's $7 billion energy 
industry. 

2) Anticipating and addressing the challenges associated with energy development: 
a. Rapid growth in the energy industry is creating significant demands on state and 

local infrastructure. The Executive budget includes nearly $1 billion in funding 
for roadways, residential infrastructure and other infrastructure needs. The 
Ener6,y Division will work with local leaders on planning of infrastructure needs 
and coordinate between the various state agencies involved in making the best 
use of these funds. 

b. The cost of this Division, six one-hundreds of one percent of the $1 billion in 
proposed infrastructure investments, would result in the proper planning and 
optimum use of funds. 



COMMUNITY SERVICES BLOCK GRANT PROGRAM 
Fighting Poverty by Empowering People 

OVERVIEW 
In 2009, over 20,900 clients from 14,500 households received at least one CAA service. The primary 
categories through which CSBG services are delivered are: 

11 employment assistance 

11 housing 

a education 

11 nutrition 

11 income management 

a self sufficiency 

11 emergency assistance m linkages II health 

CSBG provides funds to the State and 
Community Action Agencies (CAAs) to: 

■ prioritize the needs of the poor, 

11 create opportunities for low-income individuals, 

11 address the causes of poverty, and 

a collaborate with partner agencies to ensure the long­
term client success of becoming self sufficient. 

.) 
American Recovery and Reinvestment Act (ARRA) 

In February of 2009, as part of the American 
Recovery and Reinvestment Act (ARRA), state CSBG 
programs were awarded $4,573,445 in CSBG ARRA 
funds. These additional funds made it possible for 
North Dakota CAAs to: 

11 assist more clients due to the increase in funding, and 

■ provide more comprehensive support to further assist 
individuals and families in becoming independent and 
self sufficient. 

NORTH DAKOTA'S 2009 CSBG ALLOCATION 
r-~·",~-~:'!W'}~f<:'"-?'f";:,:j'.f~;.'~•'1-i'J:;o,,.~.,~:;yr"';""-i:w,;:.,-x,c:;·-"'"-:r-,,--. '?· .. ·--"" 

; CAA Pass-through Funding (91 %) $3,104,728 r ·-·, , : ·,, , .. ,. - .. 
ftsl~i~-Ad~i°nlstr~tion (4%) $ 136,472 

Special Projects/ 
Discretionary Funds 

(5%) $ 170,589 

_$3,411, 789 

NORTH DAKOTA'S 2009 CSBG ARRA ALLOCATION 

~~f?J~t1t({:f:~:1\01::n~~-"1~~~;;;~st~:.s.f?'"'.00.'.-~t:.:~:~w~~~r•'·>~~-,,-_:~'-:· 
•. CAAPass'throughFundlng} "(99%) •" -- $4,527,711 ··. 

' ~~~~fits E~;~1t~;;t . (1;.) $ 45,734 
Coordination Activities 

TOTAL ALLOCATION $4,573,445 

1 % of the CSBG ARRA award was dedicated to Benefits Enrollment 

Coordination Activities to provide education and outreach to low­

income citizens to help them access needed services. 



2009 Poverty Income Guidelines Example (Household of4) 

·>/,tr!,'·:!{;~2:l~F,;:~.fl'.!1,;\t"f%ftf:':C:',";t.~,'::'~T.f :~~?·Cr'.'i.>r;_:,...,,.".,,,1>-,: .,._., :--;; . t' ''"•:,r 
'._'-rnq%'of Poverty: ,' · ' . . $22,050' 
t;_,0.· ,•. -_,.·,:-' •,./ <.·· ' 
·;,:_.12_~~:,~r.r~x~.rty,,-I 

I' 
I ;;'R~gular CSBG ~ligibility level prior to FY 2009 

:- 200% ~f Poverty 
. CSBG ARRA ellgibiliiy level and regular CSBG 
\\ levjl f~r FY 2009 •~d 20,19 
~~\L •. -2'--'.~t\-_;:·,_·::.:.,\;:l:' ,-- --. ..,, ..... ,,.,._,_. .. , 

RESULTS 

$27,563'; 

$44,100 

Increase in Program Eligibility Level 

In North Dakota. eligibility for services provided 

thrnugh the CSBG has always been at or below 

125% of poverty level. With the passing of ARRA. 

CSBG program eligibility was raised to at or below 

200% of the poverty level. allowing CAA services to 

assist rnore people in need. 

In 2009, CSBG and CSBG ARRA funds enabled the CAAs to mobilize over $24,000,000 in 
additional public and private funding resources to address poverty in the state. Other measureable 
results from CSBG and CSBG ARRA funding include: 

m Over 24,500 low-income individuals received emergency food assistance. 

■ Over 9,900 low-income individuals received emergency rent or mortgage assistance. 

11 Over 7,800 low-income individuals received emergency fuel or utility vendor payments. 

11 Over 6,000 senior citizens and individuals with disabilities who received services from the CAAs were able 
to maintain an independent living situation . 

• 

Over $67,000 was saved by Individual Development Account clients who are saving with the goal 
of purchasing a home, pursuing post-secondary education or starting a business. 

m Over 1,200 CAA clients obtained health care services to gain or maintain family stability and employment. 

m Nearly 2,000 volunteers provided over 70,000 hours of volunteer service to CAAs, valued at over 
$508,000 of in-kind support to the CAAs. 

Where to go for additional Information: 

• Carol Griffin-Eckart, Program Manager, ND Department of Commerce - 701-328-2290 

Region II - Minot CAA: 701-839-7221 

Region IV - Grand Forks CAA: 701-746-5431 

• Region VI - Jamestown CAA: 701-252-1821 

Region Ill - Devils Lake CAA: 701-662-6500 

Region V - Fargo CAA: 701-232-2452 

• Region VII - Bismarck CAA: 701-258-2240 

• CAA for Regions I & VIII - Williston: 701-572-8191; Dickinson: 701-227-0131 
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EXECUTIVE SUMMARY 

PROPOSED USE OF FY2012 AND FY2013 
COMMUNITY SERVICES BLOCK GRANT (CSBG) FUNDS 

• The Community Services Block Grant is a federal block grant program, created by the 
Omnibus Budget Reconciliation Act of 1981, that is used by states to fight poverty and 
address the needs oflow income people. For FY2012 and FY2013, it is estimated that ND 
will receive approximately $3,366,056 each year. No state funds are required to match the 
federal funds. 

• 91 % of the State's allocation is passed through from the State to the Community Action 
Agencies. 

• All 53 counties in the eight regions of the state are served through the seven Community 
Action Agency offices located in Minot, Devils Lake, Grand Forks, Fargo, Jamestown, 
Bismarck and Dickinson. A branch office of the Dickinson agency is located in Williston. 

• Each Community Action Agency is unique in prioritizing needs and providing services and 
programs within their region based on unmet needs and the availability of other services . 

• Local boards, composed of members who represent public officials, low income people and 
private or community organizations, administer the Community Action Agencies as they 
address the needs of low income people in their service area. 

• CSBG funds can be used to provide direct services, develop new programs, and coordinate 
funding from other funding sources to deliver various low income programs such as Head 
Start, Weatherization, commodity food distributions, Energy Share, housing programs, etc. 

• Prob,rams provided through the CSBG include education, employment, income management, 
adequate housing, emergency needs, nutrition, self sufficiency, and health services. 

• Community Action Agencies are non-profit entities that establish linkages with other public 
and private entities in their service areas to address needs collaboratively. 

• Under CSBG, Community Action Agencies report to the state on their fiscal and program 
activities, performance and outcomes and client and agency successes. 

• In 2009, Community Action Agencies expended $3,028,423 in regular CSBG funds and 
$2,323,824 in CSBG American Recovery and Reinvestment (ARRA) funds for a total of 
$5,352,247. Those funds were leveraged with $19,160,660 in regular federal, state, local and 
private resources, and $4,909,931 in other federal ARRA funds for a total of$24,070,59I . 

• In 2009, more than 20,900 individuals, from over 14,500 low income families, received at 
least one CAA service or participated in at least one program provided by a CAA. Of the 
families served, 78% had incomes at or below I 00% of poverty ($10,830 for a one person 
household or $22,050 for a four person household). 
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COMMUNITY SERVICES BLOCK GRANT 
LEGISLATIVE REVIEW REPORT FY 2012-2013 

I. Program Description 

A. Origin of the Program 

The Community Services Block Grant (CSBG) represents the third generation of 
community-based anti-poverty programs, which began with the Economic Opportunity 
Act of 1964 which created a vehicle for local anti-poverty initiatives: nonprofit, private 
corporations called community action agencies (CAAs). The CAA board of directors, 
which govern CAA activities, is required to consist of one-third elected public officials, 
currently holding office or their designated representative; at least one-third 
democratically-selected representatives oflow-income persons; and the remainder of the 
members to be representatives of business, industry, labor, law enforcement, religious, 
educational groups or other major groups or interests in the service area. 

CAAs were established throughout the country, serving jurisdictions of various sizes and 
populations. Urban CAAs often were confined to municipal boundaries; while rural 
CAAs encompassed multi-county areas. Initial CAA funding in North Dakota permitted 
the establishment of four tribal CAAs and the Southeastern North Dakota Community 
Action Agency, which served Steele, Traill, Cass, Richland, Ransom, and Sargent 
counties. In 1973, a second regional CAA was established in Devils Lake to serve 
Benson, Cavalier, Eddy, Ramsey, Rolette and Towner counties. 

The Community Services Act of 1974 replaced the federal Office of Economic 
Opportunity (OEO) with the Community Services Administration (CSA). Subsequent 
changes in the national allocation formula increased North Dakota's share of CAA funds, 
permitting the establishment of five new CAAs. By 1976, all of the counties in the state, 
except the three counties in Region I, were served by a CAA. 

Except for a brief period in the late Seventies, CAAs were directly funded and supervised 
by the federal government, through the OEO and later, the CSA. North Dakota's state 
economic opportunity office, also funded by OEO and CSA, had limited administrative 
authority and little influence on CAA activities within the state. 

The Omnibus Budget Reconciliation Act of 1981 (OBRA) radically altered the relation­
ship between the state and the CAAs. Categorical block grants, to be administered by the 
states, replaced many federally-administered, grant-in-aid programs. OBRA eliminated 
the Community Services Administration, substituting the Community Services Block 
Grant (CSBG). 

North Dakota assumed the administration of the CSBG in 1982, with the Office of 
Intergovernmental Assistance (OIA), within the Office of Management and Budget, being 
delegated responsibility for administering several block grants created by OBRA, 



• including the CSBG. OIA has now become the Division of Community Services, and the 
division was made a part of the ND Department of Commerce when that department was 
created in 2001. 

When the North Dakota State Legislature reviewed the proposed CSBG State Plan in 
1981, they requested that all 53 counties be served by a CAA, since the three counties in 
Region I continued to remain an unserved area. Following the procedures outlined in the 
CSBG Act at that time, the CAAs in Region II and Region VIII, at the request of the 
State, made presentations to the three county commissions in Divide, McKenzie and 
Williams counties which make up Region I. The counties were given the choice to 
become part of either of the CAAs in Region II or Region Vil!. In April of 1983, Divide, 
McKenzie and Williams counties elected to become a part of the Region VIII CAA 
service area, thus enlarging the service area of Community Action Partnership from the 
eight counties in Region Vlll to eleven counties in Regions I and VIII. 

Initially CAA funding under the CSBG allocation to North Dakota was significantly 
smaller than CSA funding levels had been. As a result, staff levels at the CAAs were 
reduced substantially. However, the state managed to retain CAAs in all regions of the 
state without committing any state funds to the program. 

B. Purpose 

Subtitle B of OBRA, referred to as the Community Services Block Grant Act, authorized 
the CSBG program. In the 1998 reauthorization of the CSBG Act, the purpose of the 
CSBG is defined as providing assistance to states and communities, working through 
community action agencies and other neighborhood-based organizations, to reduce 
poverty, revitalize low-income communities and empower low-income families and 
individuals to become self-sufficient. To accomplish that, the objectives established by 
the Act are: 

• To strengthen community capabilities for planning and coordinating all resources, 
including federal, state, local, private and other resources that support efforts to 
eliminate poverty, in order to respond to local needs and conditions; 

• To organize a range of services to address the needs of low-income families and 
individuals, so they have a major impact on the causes of poverty in the community 
and help families and individuals in becoming self-sufficient; 

• To strengthen innovative and effective community-based approaches to attack the 
causes and effects of poverty and of community breakdown; 

• To maximize the participation oflow-income community residents and members of 
groups served through the Act, to empower them to respond to the problems and 
needs in their communities; 

2 
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• To broaden the resource base of programs that address the elimination of poverty to 
secure a more active role by private, religious, charitable and neighborhood-based 
organizations as well as individual citizens, and business, labor and professional 
groups who can influence the number and quality of opportunities and services for 
low-income people. 

C. State Responsibilities 

The CSBG program does not require state or local matching funds. To receive its CSBG 
award each year, the State must submit a plan for the use and distribution ofCSBG funds 
and provide an annual report which includes information on statewide activities that were 
performed, program outcomes, services that were provided, and demographic information 
on the individuals and families served. The State plan must be accompanied by a 
statement of assurances, signed by the Governor or his designee, that the State and 
subgrantees will meet. The assurances include: 

I. Information to show that the CSBG funds made available through the grant will be 
used: 

a. To support activities that are designed to assist low-income families and 
individuals, including those receiving assistance under Part A of Title IV of the 
Social Security Act, homeless families and individuals, migrant or seasonal fam1-
workers and elderly low-income individuals and families to enable the families 
and individuals -

(I) To remove obstacles and solve problems that block the achievement of selt~ 
sufficiency; 

(2) To secure and retain meaningful employment; 

(3) To attain an adequate education, with emphasis on improving literacy skills 
of the low-income family; 

(4) To make better use of available income; 

(5) To obtain and maintain adequate housing and a suitable living environment; 

(6) To obtain emergency assistance through loans, grants or other means to meet 
immediate and urgent family and individual needs; and 

(7) To achieve greater participation in the affairs of the communities, including 
the development of public and private grassroots partnerships with local law 
enforcement agencies, local housing authorities, private foundations and 
other public and private partners to document best practices based on 
successful grassroots intervention in urban areas and develop methodologies 
for widespread replication, and to strengthen and improve relations with local 
law enforcement agencies. 

3 



• b. To address the needs of youth in low-income communities through youth 
development programs that support the primary role of the family, give priority to 
the prevention of youth problems and crime, promote increased community 
coordination and collaboration in meeting the needs of youth and support 
development and expansion of innovative community-based youth development 
programs that have demonstrated success in preventing or reducing youth crime. 

c. To make more effective use of, and to coordinate with, other programs related to 
the purposes of CSBG, including state welfare reform efforts. 

2. A description of how the State plans to use discretionary funds made available from 
the remainder of the CSBG 6,rant, including a description of how the State will 
support innovative community and neighborhood-based initiatives related to the 
purposes of CSBG; 

3. Information provided by the eligible entities in the State, including -

a. a description of the service delivery system for services provided or coordinated 
with CSBG funds, and how they are targeted to low-income individuals and 
families in communities within the State; 

b. a description of how linkages will be developed to fill identified gaps in services, 
through the provision of information, referral, case management, and follow-up 
consultations; 

c. a description of how CSBG funds made available will be coordinated with other 
public and private resources; and 

d. a description of how the local entity will use the funds to support innovative 
community and neighborhood-based initiatives related to the purposes of the 
CSBG, which may include fatherhood initiatives and other initiatives with the 
goal of strengthening families and encouraging effective parenting; 

4. Assurance that the eligible entities will provide on an emergency basis for the 
provision of such supplies and services, nutritious foods and related services as may 
be necessary to counteract conditions of starvation and malnutrition among low­
income individuals. 

5. A description of how coordination will be carried out and linkages established 
between governmental and other social services programs to assure the effective 
delivery of services to low-income individuals and families, to avoid duplication of 
services, and to coordinate employment and training activities with other entities 
providing activities through statewide and local workforce investment systems under 
the Workforce Investment Act of I 998. 

4 
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6. Encouragement of coordination efforts between antipoverty programs to ensure, 
where appropriate, that emergency energy crisis intervention programs under Title 
XXVI relating to low-income home energy assistance are conducted in each 
community. 

7. A willingness to permit and cooperate with Federal investigations undertaken in 
accordance with the CSBG Act. 

8. An assurance that any CAA that received pass-through CSBG funding in the previous 
fiscal year will not have its funding terminated under this subtitle, or reduced below 
the proportional share of funding the CAA received in the previous fiscal year unless, 
after providing notice and an opportunity for a hearing on the record, the state 
determines that cause exists for such termination or such reduction, subject to review 
by the Secretary of Health and Human Services as provided in Section 678C(b) of the 
CSBG Act. 

9. Coordination of programs and formation of partnerships with other organizations 
serving low-income residents and members of the groups served by the state, 
including religious organizations, charitable groups and community organizations. 

I 0. An assurance that the State will require each CAA to establish procedures under 
which a low-income individual, community organization, or religious organization, or 
representative of low-income individuals that considers its organization, or 
low-income individuals, to be inadequately represented on the CAA board, to petition 
for adequate representation. 

I I. Each CAA, as a condition of receiving funding under the CSBG allotment, must 
submit to the State a community action plan that includes a community needs 
assessment. 

12. An assurance that the State and the CAAs will participate in the Results Oriented 
Management and Accountability System or another perfonnance measure system 
allowed by the Secretary of Health and Human Services. 

13. Information describing how the State will carry out the assurances described in the 
law. 

14. The State also must agree to certain Administrative Assurances: 

a. To submit a CSBG application to the Secretary which contains the required 
information and provisions. 

b. To make not less than 90 percent of the annual CSBG allocation available to the 
officially designated CAAs for use in carrying out their approved CSBG 
workplan. 

5 



• c. If the State elects to recapture and redistribute funds to an eligible entity through a 
grant when unobligated funds exceed 20 percent of the amount distributed to that 
entity for a fiscal year, the State would redistribute the recaptured funds to an 
eligible entity, or require the original recipient of the funds to redistribute the 
funds to a private, nonprofit organization, located within the community served by 
the original recipient of the funds, for activities consistent with the purposes of the 
Community Services Block Grant program. 

d. To spend no more than the greater of$55,000 or 5 percent of its CSBG grant 
received for State administrative expenses, including monitoring activities. 

e. If the State has a charity tax credit in effect under state law, the State a6,rees to 
comply with the requirements and limitations specified regarding use of funds for 
statewide activities to provide charity tax credits to qualified charities whose 
predominant activity is the provision of direct services within the US to 
individuals and families whose annual incomes generally do not exceed 185 
percent of the poverty line in order to prevent or alleviate poverty among such 
individuals and families. 

f To hold at least one public hearing in the State to provide the public with an 
opportunity to comment on the proposed use and distribution of funds to be 
provided through the CSBG grant for the period covered by the State plan. 

g. The chief executive officer of the State is to designate an appropriate State agency 
for the purposes of carrying out the State CSBG program activities. 

h. To hold at least one legislative hearing every three years in conjunction with the 
development of the State plan. 

1. To make available each plan or revised State plan for public inspection in such a 
manner as will facilitate review of and comment on the plan. 

J. To conduct a full on-site review of each eligible entity at least once during each 
three-year period, with follow-up reviews, including prompt return visits to 
eligible entities and their programs that fail to meet the goals, standards, and 
requirements established by the State. Each newly designated entity is to have a 
full on-site review immediately after the completion of the first year in which they 
have received CSBG funds. The State should conduct other reviews as 
appropriate, including reviews of entities with programs that have had other 
Federal, State or local grants (other than assistance provided under the CSBG) 
terminated for cause. 

k. ln the event that the State detennines that an eligible entity fails to comply with 
the terms of an agreement or the State plan, to provide services under the CSBG 
or to meet appropriate standards, goals, and other requirements established by the 
State (including performance objectives), the State will comply with the 

6 



• requirements outlined in Section 678C of the Act, to inform the entity of the 
deficiency to be corrected; require the entity to correct the deficiency; offer 
training and technical assistance as appropriate to help correct the deficiency, and 
submit to the Secretary a report describing the training and technical assistance 
offered or stating the reasons for determining that training and technical assistance 
are not appropriate; at the discretion of the State, offer the eligible entity an 
opportunity to develop and implement, within 60 days after being informed of the 
deficiency, a quality improvement plan and to either approve the proposed plan or 
specify reasons why the proposed plan cannot be approved; after providing 
adequate notice and an opportunity for a hearing, initiate proceedings to terminate 
the designation of or reduce the funding to the eligible entity unless the entity 
corrects the deficiency. 

I. To establish fiscal controls, procedures, audits and inspections, as required under 
the Act. 

m. To repay to the United States amounts found not to have been expended in 
accordance with the Act, or the Secretary may offset such amounts against any 
other amount to which the State is or may become entitled under the CSBG. 

n. To participate, and ensure that all eligible entities in the State participate in, the 
Results-Oriented Management and Accountability (ROMA) System. 

o. To prepare and submit to the Secretary the required annual report on the measured 
performance of the State and its eligible entities. 

p. To comply with the prohibition against use of CSBG funds for the purchase or 
improvement ofland, or the purchase, construction, or permanent improvement 
( other than low-cost residential weatherization or other energy-related home 
repairs) of any building or other facility, as described in the Act. 

q. To ensure that programs assisted by CSBG funds shall not be carried out in a 
manner involving the use of program fonds, the provision of services, or the 
employment or assignment of personnel in a manner supporting or resulting in the 
identification of such programs with any partisan or nonpartisan political activity 
or any political activity associated with a candidate, or contending faction or 
!,>roup, in an election for public or party office; any activity to provide voters or 
prospective voters with transportation to the polls or similar assistance with any 
such election, or any voter registration activity. 

r. To ensure that no person shall, on the basis of race, color, national origin or sex be 
excluded from participation in, be denied the benefits of, or be subjected to 
discrimination under, any program or activity funded in whole or in part with 
CSBG program funds. Any prohibition against discrimination on the basis of age 
under the Age Discrimination Act of 1975 (42 U.S. 6101 et seq.) or with respect 
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• to an otherwise qualified individual with a disability as provided in Section 504 
of the Rehabilitation Act of 1973 (29 U.S.C. 12131 et seq.) shall also apply to any 
such program or activity. 

s. To consider religious organizations on the same basis as other non-governmental 
organizations to provide assistance under the program so long as the program is 
implemented in a manner consistent with the Establishment Clause of the first 
amendment to the Constitution; not to discriminate against an organization that 
provides assistance under, or applies to provide assistance under the CSBG 
program on the basis that the organization has a religious character; and not to 
require a religious organization to alter its form of internal government except as 
provided under Section 6788 or to remove religious art, icons, scripture or other 
symbols in order to provide assistance under the Community Services Block 
Grant program. 

t. To provide assurances that cost and accounting standards of the Office of 
Management and Budget (0MB Circular A-110 and A-122) shall apply to a 
recipient of CSBG program funds. 

u. To comply with the requirements of Public Law I 03-227, Part C Environmental 
Tobacco Smoke, also known as the Pro-Children Act of 1994, which requires that 
smoking not be permitted in any portion of any indoor facility owned or leased or 
contracted for by an entity and used routinely or regularly for the provision of 
health, day care, education, or library services to children under the age of 18 if 
the services are funded by a Federal grant, contract, loan or loan guarantee. 

The State further agrees that it will require the language of this certification be 
included in any subawards, which contain provisions for children's services and 
that all subgrantees shall certify accordingly. 

D. Subgrantee Responsibilities 

By Federal CSBG law, DCS must pass through a minimum of90 percent of each year's 
CSBG award to the seven CAAs which have been designated as the State's eligible 
entities under the CSBG Act. The CSBG Act and DCS policies delineate the principle 
responsibilities of the CAAs as follows: 

1. Maintain a tripartite board of directors composed of 1 /3 elected public officials or 
their designees; at least 1/3 democratically selected representatives of low income 
persons in the area served by the agency; and the remainder of the board should be 
officials or members of business, industry, labor, religious, law enforcement, 
education, or other major groups and interests in the area served. 

2. Submit a Community Action Plan which includes: a) a community needs assessment 
(including food needs); b) a description of the service delivery system targeted to low­
income individuals and families in the service area; c) a description of how linkages 
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will be developed to fill identified gaps in service through information, referral, case 
management, and follow-up consultations; d) a description of how the CSBG funding 
will be coordinated with other public and private resources; e) a description of how 
the CSBG funds will be used to support innovative community and neighborhood­
based initiatives related to the purpose of CSBG; and f) a description of the outcome 
measures to be used to monitor success in promoting self-sufficiency, family stability 
and community revitalization. 

3. Submit a line item CSBG budget with specific references to any planned expenditures 
for equipment (in excess of$5,000) and out-of~state travel; 

4. Maintain records on clients served by CSBG-funded activity, including income 
eligibility documentation and the nature of services provided; 

5. Submit required financial status reports on CSBG expenditures, quarterly 
performance reports indicating the extent of progress towards quarterly and annual 
performance objectives, and annual performance outcome reports; 

6. Submit required CSBG reports for annual reporting to the Office of Community 
Services, Department of Health and Human Services; 

7. Submit an annual audit of all funds received and disbursed by the CAA, prepared by 
an independent private auditing finn. 

II. Distribution and Use of FY2012 and FY2013 Funds 

A. Authorization 

CSBG funds are allocated among the fifty states, the District of Columbia and other U.S. 
territories in proportion to each jurisdiction's low-income population. However, the 
CSBG Act provides for a minimum funding level to less populated states. Originally 
North Dakota, as a minimum funding level state, received one-quarter of one percent 
(.0025) of the annual federal CSBG appropriation. Reauthorization legislation increased 
the amount to one-half of one percent (.005) for small states. 

For FY2011 we are currently under a Continuing Resolution as no appropriations have 
yet been determined by the Congress. The FY20I I appropriation is expected to be a little 
bit less ($45,733) than the FY20l0 ti.mdingbased on the initial FY2011 Continuing 
Resolution. The projected amount for the FY20 I I grant year, as explained on the 
Continuing Resolution, is $3,366,056. The reason for the decrease is that the Rural 
Facilities grant awarded to OCS in the past as paii of the CSBG grant and federal 
discretionary funding, was not funded by Congress. That results in a smaller allocation to 
OCS, and smaller allocations to states and Native American Tribes. We do not know if 
there will be increases in funding for FY2012 and FY2013. The CSBG Act was to be 
reauthorized in 2003, however, it has not yet been reauthorized, so we do not know if 
there will be additional or different requirements that would affect the current status of 
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the program in the future. We are estimating that the appropriations for FY20 I 2 and 
FY2013 will remain at about the same level as the amount indicated for FY20 I I. Table I 
illustrates the history ofCSBG funding that was anticipated to be received and actually 
allocated since FY2005. 

TABLE I 
CSBG FUNDING LEVELS 

Anticipated Actual 
FY Funding Level Appropriation 

2005 3,140,000 3,070,286 

2006 3,140,000 3,040,153 

2007 3,040,153 3,040, I 51 

2008 . 3,040,153 3, I 69,978 

2009 3,040,153 3,411,789 

2010 3,169,978 3,411,789 

2011 3,169,978 

2012 3,366,056 

2013 3,366,056 

NOTE: The net CSBG award to the state is reduced by the amount 01· CSBG awards to 
tribal governments, which are funded directly by the federal Department of 
Health & Human Services. 

B. Allocation of Funds 

In accordance with the CSBG Act, DCS must award at least 90 percent (90%) of North 
Dakota's annual CSBG allotment to officially designated CAAs. The State cannot 
expend more than the greater of$55,000 or five percent (5%) of each Fiscal year's CSBG 
allotment for CSBG administrative expenses incurred at the state level. The remaining 
five percent (5%) can be applied towards special projects within the limits established by 
the CSBG Act, including training and technical assistance in support of local programs, 
support of services and programs for low income individuals and families, support of 
statewide coordination and communication among eligible entities and support of other 
activities consistent with the CSBG law. 

ln 2002, the State, in coordination with the seven CAAs, revised the funding formula for 
distribution of CSBG funds to the CAAs. That funding formula incorporates 2000 census 
data, provides a 91 percent (91 %) pass-through award to the seven CAAs, with the 
greater of$55,000 or four percent (4%) of the funds utilized for State administrative 
expenses and the remaining five percent (5%) for special projects. The fonnula was 
initially used in FY2003. 
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Table II, below, lists the allocation ofNorthOakota's projected FY2012 and FY2013 
CSBG allotments based on the State CSBG funding formula and anticipated funding 
levels. 

TABLE II 
PROJECTED ALLOCATION OF FISCAL YEARS 2012 AND 2013 

COMMUNITY SERVICES BLOCK GRANT FUNDS 

FY2012 FY2013 

CAA Funding (91%) 3,063,110.96 3,063,110.96 

State Administration (4%) 134,642.24 134,642.24 

Special Projects/Discretionary Funds (5%) 168,302.80 168,302.80 

TOTAL 3,366,056.00 3,366,056.00 

C. Distribution of Funds to Eligible Entities 

The CAAs in North Dakota rely heavily on the CSBG pass-through funds to provide 
services within their respective regions. Most local governments and counties do not 
contribute towards CAA operations. The CAAs operate in multi-county jurisdictions, 
differing in size and population. In FY2002 DCS, in coordination with the seven CAAs, 
revised the fonnula for distributing pass-through monies among the CAAs which reflects 
the distribution of the low income population based on the 2000 U.S. Census, the relative 
size of areas served and a minimum base funding level for each agency. 

The funding formula provides a base funding level equal to 28.74% of the pass-through 
funds, which is divided equally among the eight regions. Although there are eight geo­
graphical regions in the State, there are seven CAAs, since the Community Action Part­
nership Program serves both Regions I and Vlll. Under the formula, each of the seven 
agencies receives $1,000 per county served by the agency. The remaining pass-through 
funds are distributed in direct proportion to each CAA service area's share of the state's 
low income population using the 2000 census data. This formula equalized the base 
funding for all eight regions and replaced the CSBG State Discretionary funds that were 
previously awarded each year to Region Vlll for use in Region I from FY 1995 through 
2002. The fonnula is used in the first grant year following the development of the new 
funding formula. After that, the CSBG law requires that eligible entities funded through 
CSBG funds cannot have their CSBG funds reduced below the proportional share of 
CSBG funding the agency received in the previous year. That process will be followed 
until a new funding formula is devised. 

A minimum pass-through level of $837,880 is required by the distribution formula in 
order to provide base funding under the new funding fonnula. A total State allotment of 
$920,748 would be required to provide a pass-through funding level of$837,880. In the 
event that the State's FY2012 or FY2013 allotments would be less than $920,748 each 
year, DCS will reduce or eliminate the five percent Discretionary fund set-aside and pass­
through up to 96% of the CSBG funds received. 
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Since FY 2003 the State has utilized a portion of State CSBG Administrative and/or 
Discretionary funds to alleviate some of the impact on the CAAs for the decrease in 
CSBG funding, the shift in population within the state, and the decrease in funds the 
CAAs have also had from other funding sources. The State is committed to try to 
continue this supplemental funding outside of the funding formula. 

CSBG State Discretionary funds provided transitional phase-in funds for two years, 
FY2003 and FY2004, for those agencies that received less funding in those years than 
they received in FY2002. The transitional phase-in funds were awarded to five CAAs in 
six regions (Regions II, III, VI, VII, VIII and I). 

CAAs receiving supplemental funding is contingent upon adequate state administrative 
and/or discretionary CSBG funding and CAAs having CSBG carryover of20% or less 
from the previous grant year. State supplemental funding was $173,234 in FY2003, 
$114, I 06 in FY2004, $144,922 in FY2005, $105,279 in FY2006 $90,465 in FY2007 and 
$122,552 in FY2008. In FY2009 and FY2010, eligible CAAs were provided with the 
remaining CSBG Discretionary funding from the previous year to supplement their 
regular f,'fant. No state administrative funds were provided since the CAAs also were 
funded through the CSBG American Recovery and Reinvestment Act (ARRA), so they 
had sutlicient funds without the addition of state administrative funding. 

Projected CSBG distributions to the seven CAAs for FY2012 and FY2013, based on the 
funding formula, can be found in Table Ill. We will be considering the amount ofCSBG 
carryover available to the agency from the previous year in considering if any 
bonus/supplemental funds are awarded to eligible agencies. 

TABLE Ill 
POTENTIAL CSBG DISTRIBUTIONS FOR FY20l2 & FY2013 

Region % of Allocation* Allocation** 

II 13.50% 413,519.98 

III 12.03% 368,492.25 

IV 13.26% 406,168.51 

V 18.40% 563,612.42 

VI 10.47% 320,707.72 

VII 16.84% 515,827.89 

VIII & I 15.50% 474,782.20 

TOTALS 100.00% 3,063,110.96 

*Proportional share of CSBG pass-through based on projected FY 11 CSBG allocation -
funding formula used to derive the% - based on a base allocation for each region, land 
area served by agency, and percentage of low income people residing in the service area . 

**Agency's proportional share of the pass-through based on the% in Column I. 

12 



• 

• 

D. CAA's Use of Pass-Through Funds and Supplemental CSBG Funds 

CSBG-funded services are intended for lower income persons and families. The CSBG 
Act restricts eligibility for CSBG services to persons or families with income levels 
falling at or below 125% of the poverty level as established by the United States Office of 
Management and Budget. 

The CSBG Act requires that each subgrantee receiving CSBG funds must develop and 
submit to the State a community action plan that outlines the programs and services that 
will be provided through the CSBG funding. The plan must include needs assessment 
data to document the needs of the low income population in the service area. The CAAs 
utilize updated statewide needs assessment data on low income needs which was last 
completed in 2006 through the ND Community Action Partnership, in addition to other 
needs assessments available through other entities within their regions. 

CS BG-funded services may include any of the following activities: 

Client Services: CSBG funds may be used to provide outreach, referral, direct 
counseling, advocacy, or technical assistance services to low income clients, relating to 
employment, education, housing, money management/budget counseling, community 
participation, etc . 

Self Reliance and Other Self Sufficiency Services: CSBG funds may be used to assist 
low income persons in attaining a greater degree of economic self-sufficiency. Each 
CSBG subgrantee is required to reserve 1.5 FTE within its CSBG budget for self 
sufficiency services including Self Reliance. Allowable expenditures include training 
expenses for staff, office space, materials, travel, supplies and personnel costs. 

Program Coordination: CSBG funds may be used in combination with other federal, 
state or private funds to implement the various low income assistance programs 
administered by the CSBG subgrantees. These include but are not limited to programs 
such as low income home Weatherization programs, Head Start, emergency assistance 
under the Federal Emergency Management Act (FEMA), and surplus commodity 
distributions. Such expenditures are supported by appropriate source documentation to 
assure that the costs are allocated properly among the funding sources. 

Emergency Assistance: CSBG funds may be applied toward the cost of organizing 
and/or operating emergency assistance services or facilities, such as food pantries or food 
banks, temporary housing and abuse shelters, energy emergency loan and grant funds, and 
general emergency loan and grant funds. 

CAAs may also use CSBG funds to cover the costs associated with the development and 
implementation of new services to low income clients and general agency administrative 
costs, such as bookkeeping, clerical services and supervisory activities. Expenditures are 
supported by appropriate source documentation. 
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E. Program Statistics 

1. Performance Objectives 

Each CAA develops its own community action plan for the use of the CSBG funds that 
are allocated to them. Annual, measurable performance objectives are established in the 
workplan, and the agency's progress in meeting the objectives is reported to DCS on a 
quarterly basis. As a point of comparison, Table IV summarizes the annual performance 
objectives and the progress reported towards achieving the objectives, as reported at the 
end of the third quarter of the FY2010 CSBG program year (September 30, 2010). 

TABLE IV 

PERFORMANCE MEASURES 

1/1/10 THROUGH 9/30/10 

Annual Progress Through Percent of 
Activity Objective 9/30/10 Objective 

Employment Assistance 332 2,089 629% 

Education 7,346 2,764 38% 

Income Management 5,077 3,869 76% 

Housing 3,833 3,560 93% 

Emergency Assistance 6,712 7,716 115% 

Nutrition 35,010 23,953 68% 

Self Sufficiency 721 561 78% 

Linkages 3,943 4,937 125% 

Health 2,427 1,347 56% 

Because of the CSBG American Recovery and Reinvestment Act (ARRA) that covered 
the period of April 2009 through September 20 l 0, emphasis was placed, in both the 
CSBG and CSBG ARRA grants, on employment, and emergency assistance. Additional 
linkages were formed by the CAAs because of the additional funding source, also. By 
the end of the grant year It is expected that most activities will exceed the annual 
performance objectives. 

2. CSBG Outcomes/National Indicators 

Since 1995, the ND CSBG program has developed and reporied on outcomes within the 
federally mandated Results Oriented Management and Accountability (ROMA) 
standards. In 2003 the Office of Community Services, within the US Department of 
Health and Human Services, expanded ROMA to include reporting on selected National 
Indicators to provide some additional consistency within national CSBG reporting . 

We began tracking results through the National Indicators in 2004. The following is a 
list of the National Indicators and our statewide results for 2009, which is our most 
recent data: 
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• National Goal 1: Low income people become more self-sufficient. 

Employment - National Performance Indicator 1.1 - the number and percentage oflow 
income participants in community action employment initiatives who get a job or 
become self-employed as measured by the following: 

Participants #Expected # % Achieving 
Enrolled in to Achieve Achieving Outcome in 

Indicator Programs Outcome Outcome 2009 

A. Unemployed and obtained a job 370 212 181 85.4% 

B. Employed and maintained a job 
for at least 90 days 311 270 228 84.4% 

C. Employed and obtained an 
increase in employment income 566 226 165 73.0% 
and/or benefits 

Employment Supports - National Performance Indicator 1.2 - the number oflow income 
participants for whom barriers to initial or continuous employment are reduced or 
eliminated through assistance from community action as measured by one or more of 
the following: 

Participa11h,' 
Participants Achieving 
Enrolled in Outcome in 

Indicator Program.\' 2009 

A. Obtained pre-employment skills/competencies required for 154 87 
employment and received training program certificate or diploma 

B. Completed ABE/GED and received certificate or diploma 61 12 

C. Completed post-secondary education program and obtained 139 46 
certificate or diploma. 

D. Obtained care for child or other dependant in order to gain or 333 330 
maintain employment. 

E. Obtained access to reliable transportation and/or driver's license 425 383 
in order to gain or maintain employment. 

F. Obtained health care services for themselves or a family member 1,493 1,200 
in support of family stability needed to gain or retain employment. 

G. Obtained safe and affordable housing in support of family stability 1,842 1,534 
needed to gain or retain employment. 

H. Obtained food assistance in support of family stability needed to 2,143 1,733 
gain or retain employment. 
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Economic Asset Enhancement and Utilization - National Performance Indicator 1.3 - the 
number and percentage of low income households that achieve an increase in financial 
assets and/or financial skills as a result of community action assistance, and the 
aggregated amount of those assets and resources for all participants achieving the 
outcome, as measured by one or more of the following: 

Participants Aggregated % 
Participants Expected to Participants Dollar Amounts Achieving 
Enrolled in Achieve Achieving (Payments, Outcome in 

Indicator Programs Outcome Outcome Credits, Savings) 2009 

A. # and % of participants in tax 
preparation programs who 

identify any type of Federal or 980 716 788 $1,181,993 110.1% 
State tax credit and the 
aggregated dollar amount of 
credits 

B. # and % demonstrating ability 
to complete and maintain a 799 525 660 125.7% 
budget for over 90 days 

C. # and % opening an Individual 
Development Account (IDA) 
or other savings account 229 223 218 97 .8'% 

D. # and % who increased their 
savings through IDA or other 
savings accounts and the 272 245 267 $67.272 109.0%1 
aggregated amount of savings 

E. # and % capitalizing a small 8 7 2 $2.819 28.6% 
business with accumulated 
savings 

F. #and% pursuing post- 28 37 18 $21,869 77.8% 
secondary education with 
savmgs 

G. # and % purchasing a home 12 13 4 $6.558 35.7% 
with accumulated savings 

Goal 2: The conditions in which low income people live are improved. 

Community Improvement and Revitalization - National Performance Indicator 2.1 - An 
increase in, or preservation of, opportunities and community resources or services for low 
income people in the community as a result of community action projects/initiatives or 
advocacy with other public and private agencies, as measured by one or more of the 
following: 
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#of 
Opportunitie.,· 

and/or 
Community 

#of Resources 
Projects or Preserved or 

Indicator Initiatives Increased 

A Safe and affordable housing units created in the community. 3 6 

B. Safe and affordable housing units in the community preserved or 37 2,019 
improved through construction, weatherization or rehabilitation 
achieved by community action activity or advocacy. 

C. Accessible and affordable health care services/facilities for low 12 197 
income people created or saved from reduction or elimination. 

D. Accessible safe and affordable child care or child development 7 445 
placement opportunities for low income families created or saved 
from reduction or elimination. 

E. Accessible before and after school program placement opportunities 3 470 
for low income families created or saved from reduction or 
elimination. 

F. Accessible or increased educational and training placement 11 82 
opportunities, or those that are saved from reduction or elimination, 
that are available for low income people in the community, 
including vocational, literacy, and life skills. 

Community Quality of Life and Assets - National Performance Indicator 2.2 -The quality 
oflife and assets in low income neighborhoods are improved by community action 
initiative or advocacy, as measured by one or more of the following: 

#of 
#of Community 

Program Asset,\ 
Initiatives Services or 

Indicator or Facilities 
Advocacy Preserved or 

Efforts Increased 

A. Increase in the availability or preservation of community facilities. 2 2 

B. Increase in the availability or preservation of community services to 12 138 
improve public health and safety . 
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Civic Investment - National Performance Indicator 2.3 - The total number of volunteer 
hours donated to Community Action. 

Value of 
Volunteer Hours 

#of Based on 
Volunteer Minimum Wage 

Indicator Hours ($7.25/ltr) 

# of volunteer hours donated to Community Action Agencies statewide 70,105 $508,261 

Goal 3: Low income people own a stake in their community. 

Community Enhancement through Maximum Feasible Participation 3.1 - The total 
number of volunteer hours donated by low income individuals to Community Action. 

#of 
Indicator Volunteer Hours 

# of volunteer hours donated by low income individuals to Community Action 42,151 
Agencies statewide 

Community Empowerment Through Maximum Feasible Participation - National 
Performance Indicator 3.2 - The number oflow income people mobilized as a direct 
result of community action initiative to engage in activities that support and promote their 
own well-being and that of the community as measured by one or more of the following: 

# ofLmv 
Indicator Income People 

A. # of low income people participating in formal community organizations, 
government, boards or councils that provide input to decision-making and policy 151 
setting through community action efforts. 

B. # of low income people acquiring businesses in their community as a result of 5 
community action assistance. 

C. # of low income people purchasing their own homes in their community as a 7 
result of community action assistance . 
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Goal 4: Partnerships among supporters and providers of services to low income 
people are achieved. 

Expanding Opportunities Through Community-wide Partnerships - National Performance 
Indicator 4.1 - The number of organizations, both public and private, community action 
agencies work with to promote family and community outcomes. 

# of These 
Partnerships 

#of That Were with 
Organizational Faith-based 

Indicator Partnerships Organizations 

# of Organizations Community Action Agencies Work with to 2.058 246 
Promote Family and Community Outcomes 

Goal 5: Agencies increase their capacity to achieve results. 

Broadening the Resource Base - National Performance Indicator 5.1 - The number of 
human capital resources available to Community Action that increase capacity. 

Indicator Resources in CAAs 

A. Number of Nationally Certified ROMA Trainers I 

B. Number of staff attending trainings 364 

C. Number of board members attending trainings 60 

D. Number of Certified Family Development Specialist staff 49 

Goal 6: Low income people, especially vulnerable populations, achieve their potential 
by strengthening family and other supportive environments. 

Independent Living - National Performance Indicator 6.1 - The number of vulnerable 
individuals receiving services from community action that maintain an independent living 
situation as a result of those services. 

# of Vulnerable 
Individuals Living 

Indicator Independently 

A . Senior Citizens 3,968 

13. Individuals with Disabilities 2,036 
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Emergency Assistance - National Performance Indicator 6.2 - The number and percentage of 
low income individuals served by community action that sought and were provided with 
needed emergency assistance, including: 

#Seeking #Receiving 
Indicator Assistance Assistance 

A. Emergency Food 25, I 73 24,541 

B. Emergency fuel or utility bills 10,000 7,818 

c. Emergency rent or mortgage assistance 12,558 9,971 

D. Emergency car or home repair 1,362 1,272 

E. Emergency Temporary Shelter 459 367 

F. Emergency Medical Care 783 553 

G. Emergency Legal Assistance 208 206 

H. Emergency Transportation 1,296 1,223 

I. Emergency Disaster Relief 5 5 

J. Emergency Clothing 2,130 2,125 

K. Emergency Supplies ( diapers, soap, personal care items, house-
hold items) if they aren't included in food pantries for clients. 535 493 

Child and Family Development - National Performance Indicator 6.3 - The number and 
percentage of infants, children, youth, parents and other adults participating in 
developmental or enrichment programs that achieve program goals as measured by one or 
more of the following: 

Participants 
Expected to Participants % 

Participants Achieve Achieving Achieving 
Enrolled in Outcome in Outcome in Outcome 

Infant & Child Indicators Programs 2009 2009 in 2009 

I. Infants and children obtain age appropriate 796 794 782 98.5% 
immunizations, medical and dental care. 

2. Infant and child health and physical 4,257 4,227 4,252 100.6% 
development are improved as a reslllt of 
adequate nutrition. 

3. Children participate in pre-school activities 752 734 752 102.5% 
to develop school readiness skills. 

4. Children who participate in pre-schbol 550 429 448 104.4% 
activities are developmentally read}' to enter 
Kindergarten or first grade. 
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Participants 
Expected to Participants % 

Participants Achieve Achieving Achieving 
Enrolled in Outcome in Outcome in Outcome 

Indicators Programs 2009 2009 in 2009 

Youth Indicators 

I. Youth improve social/emotional 237 80 237 296.3% 
development. 

2. Youth avoid risk-taking behavior for a 144 55 107 194.5% 
defined period of time. 

3. Youth have reduced involvement with 90 15 90 600.0% 
criminal justice system. 

4. Youth increase academic, athletic or social 409 409 409 100.0% 
skills for school success by participating in 
before or after school programs. 

Adult Indicators 

I. Parents and other adults learn and exhibit 1,275 1,019 1,053 103.3% 
improved parenting skills. 

2 . Parents and other adults learn and exhibit 853 590 608 103.1% 
improved family functioning skills. 

Family Supports {Seniors, Disabled and Caregivers) - National Performance Indicator 6.4 -
Low income people who are unable to work, especially seniors, adults with disabilities and 
caregivers, for whom barriers to family stability are reduced or eliminated as measured by 
one or more of the following: 

#of 
#of Participants 

Participants Achieving 
Enrolled in Outcome in 

Indicators Programs 2009 

A. Obtained care for child or other dependent 13 13 

B. Obtained access to reliable transportation and/or driver's license 49 49 

C. Obtained health care services for themselves or family member 425 171 

D. Obtained and/or maintained safe and affordable housing 748 506 

E. Obtained food assistance 1,790 1,544 

F. Obtained non-emergency Low Income Horne Energy Assistance 
(LIHEAP) energy assistance 209 73 

G. Obtained non-emergency Weatherization energy assistance 972 897 

H. Obtained other non-emergency energy assistance 309 309 
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Some services provided to low income individuals and/or families - National Performance 
Indicator 6.5: 

The CAAs distributed 2,562,902 pounds of food in 2009. This amount includes 353 deer 
donated by hunters to the Sportsmen Against Hunger program, Food Fellowship program 
that redistributes food from grocery stores, school cafeterias and restaurants, and other 
food distributed by the CAAs. 

The CAAs provided 5,179 rides to individuals and families in need of transportation to 
get to work, school, day care, medical appointments etc. 

The CAAs provided Information and/or Referral services to 13,218 individuals who 
contacted the agencies for assistance. 

Use of Administrative and Discretionary Spending Authority 

The CSBG Act permits the state to retain the greater of five percent (5%) of the State 
allocation, or $55,000, for program administration, and up to five percent (5%) for 
discretionary expenditures related to the CSBG program. 

In the CSBG funding formula that was developed in FY2002 for use beginning in FY2003, 
DCS decreased the amount of CSBG State Administration funds it will retain under the 
funding formula to four (4%) of the allocation. This provides additional CSBG dollars to 
the local level to address the needs of the low income population. DCS utilizes the adminis­
tration set-aside from each year's CSBG award to cover its costs in the implementation of 
the CSBG program. Administrative functions include program planning, financial 
management, technical assistance, programmatic and fiscal monitoring, reporting and 
evaluation. 

The discretionary set-aside is utilized for special projects within the limits established by the 
CSBG Act, including training and technical assistance in support of local programs and the 
statewide Community Action Association . 
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Testimony of Bill Shalhoob 
Tourism Alliance Partnership Chairman 

HB 1018 

Chairman Skarpohl and members of the committee, my name is Bill 

Shalhoob. As chairman of the Tourism Alliance Partnership (TAP), I am here 

today asking for your support of the tourism portion ofHB 1018. TAP is a 

coalition of tourism-related industries, including CVB's, state attractions, 

businesses and other interested stakeholders in this viable and growing sector of 

North Dakota's economy. 

The tourism industry in North Dakota has seen tremendous growth in 

recent years. From 2006 to 2008, North Dakota's core tourism grew by 10.7 

percent compared to 8.1 percent nationally. In 2009, the state's hotel room 

profitability increased by 5.8 percent, the only state in the nation to show a 

positive increase, and continued on this positive trend to boast a 12.9 percent 

increase as ofNovember 2010. The state's airports also posted a 5 percent 

increase in boardings in 2009, while global airlines suffered a 3.5 percent 

decrease. This trend has continued with a 12 percent jump in airline boardings in 

2010. 

Tourism is currently a $4.13 billion industry in North Dakota, employing 

more than 31,000 people annually and accounting for $760 million in total wages. 

While these results are exceptional, a greater potential remains for the tourism 

sector. Increased interest in rural tourism, agritourism, city offerings and outdoor 

recreation provides an outstanding opportunity for North Dakota's tourism 

industry. Taking advantage of this opportunity begins with the marketing budget 

for the Tourism Division. While we understand the Governor's budget ., . 
. recommendations, it falls short of what the North Dakota tourism industry needs 

fi 
to be competitive. ,1 

,. 
North Dakotat_s tourism budget has been relatively flat since 2003, while 

advertising costs increased by about 5 percent each year. Please refer to the 

attachment that includes a slate spending summary. North Dakota's current 
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annual tourism budget of $4.6 million puts us in last place among our neighboring states. 

We are trailing the $9 .2 million per year spent by Minnesota as the next lowest amount, 

and are drastically behind the $11.4 million spent by South Dakota. In 2008, more than 

500 industry stakeholders participated in the 2008 Tourism Congress, stating a lack of 

marketing dollars was the number one challenge for the tourism industry across the state. 

Even if we want to stay even in our marketing efforts in the upcoming biennium, we need 

annual increases just to purchase the same amount of marketing and make the same 

impact as we did this past biennium. 

The second area in which we need to start moving forward is infrastructure 

development. Governor Dalrymple noted an increase in tourism across North Dakota's 

counties this biennium. In order to remain competitive, we must develop resources that 

will increase interest and visitation. In the last biennium, we created a system for an 

infrastructure grant pilot program through the Department of Commerce and the Tourism 

Division. This program focuses on making good decisions regarding which tourism 

projects deserve funding based on their potential impact. The Tourism and Economic 

Development and Finance division carved limited dollars out of their budgets to create a 

program to fund small projects and to date, nearly $500,000 has been awarded in 

infrastructure grants. We hope this program can be allowed to continue to develop with 

an appropriation that will allow us to measure the results. 

North Dakota is the most affordable vacation state according the AAA. We need 

to continue to invest in marketing ourselves as an affordable and must see destination. In 

addition, we need to invest in the infrastructure to keep our visitors in state and returning 

for future vacations. During this downturn in the economy, we have an opportunity to 

take advantage of our position with more marketing dollars. 

Tourism marketing is one of the few parts of the budget that can show a positive 

return on investment for the state. Advertising in North Dakota is a I :9 return to the 

state's tax base. The $1.66 million investment in advertising in 2007 returned more than 

$12 million to the state's general fund and $2 million to local funds. This same 

advertising campaign also returned:$203.9 million in visitor spending that year. New 

research numbers on the 20 IO can{iaign will-be available later this session . 
!;" ,, 



AN CST AlSLISHE:D FORCE: 
• Travel and tourism is a $4.13 billion industry in North Dakota (NDSU). 

• The North Dakota travel industry supported more than 31,000 jobs and 
accounted for $760 million in total wages in 2008 (IHS Global Insight). 

• Domestic travel spending in North Dakota generated $370 million in 
federal, state and local tax revenue in 2008 (IHS Global Insight). 

A GROWING INDUSTRY 
North Dakota leads the nation in the growth of travel expenditures, travel­
generated employment, payroll and taxes paid according to the US Travel 
Association's most recent study. 

• From 2006 to 2008, North Dakota's core tourism grew by 10.7 percent 
compared to 8.1 percent nationally (IHS Global Insights). 

• Since 1990, tourism expenditures have grown 655 percent, more than 
any other North Dakota industry (NDSU). 

• In 2009, North Dakota's hotel room profitability increased by 5.8 per­
cent, the only state in the nation to show a positive increase, and was up 
12.9 percent in 2010. The state airports also posted a 5 percent increase 
in boardings in 2009, while global airlines suffered a 3.5 percent 
decrease. 

A SURE: SuccE:Ss 
• The tourism industry in North Dakota rests on a strong foundation. The 

state boasts a fully functioning travel industry, together with a well devel­
oped system of state parks, wildlife refuges, historical sites, and gaming 
and convention facilities. 

• Investments in tourism generate money for North Dakota. According 
to Longwoods International, every dollar spent on advertising returned 
$123 in spending in 2007. The same dollar returned $9 in state tax rev­
enue. (2010 research is currently underway) 

• Research shows the Legendary branding campaign is bringing people to 
North Dakota's cities, attractions, and outdoors in increasing numbers 
(Longwoods International). 

• Many different segments of local economies benefit from the visitors 
the tourism industry bring to the state. Investing in North Dakota tour­
ism is an investment in the entire state. In fact, all 53 counties have seen 
growth in tourism and 46 have seen double-digit growth. 



Marketing North Dakota 

The primary competition for North Dakota's tourism industry is neighboring and nearby states. 
In 2009, North Dakota ranked 45th in the nation in tourism funding and exhibited the smallest 
tourism budget compared to its neighbors and competitors. 

State 2008-2009 2009-2010 Source 

North Dakota $4.4 million $4.6 million 95% General Fund 
4.5% Special Fund 

Montana $9.1 million $9.3 million 99% Lodging Facilities Tax 
.5% Ad Sales, 

Conference 
Registration 

Minnesota $10.0 million $9.2 million 99% General Fund 
1% Federal Scenic 

Byways Fund 

South Dakota $11.7 million $11.4 million 50.4% Tourism Promotion Tax 
28.9% Gaming Tax 
18.6% General Fund 

Wisconsin $15.1 million $13.1 million 61.2% Gaming Revenue 
24.2% General Fund 
14.5% Rental Car Fee 

Wyoming $12.7 million $10.8 million 100% General Fund 

Source: havt:f !11clust1)1 Association, Pennsylvania Tourism Office 



• 

• 

Testimony of Sheri Grossman 

President, Destination Marketing Association of North Dakota 

House Bill 1018 

January 13, 2011 

Chairman Skarphol and Members of the Education and Environment Committee: 

My name is Sheri Grossman and I am the Director of Sales for the Bismarck-Mandan Convention & Visitors 

Bureau and President of Destination Marketing Association of North Dakota (DMAND). DMAND is a 

cooperative association of independent Convention and Visitor Bureaus, as well as additional communities 

who share a broad-based community support and whose primary objective is the promotion of North 

Dakota. 

Convention and Visitors Bureaus throughout the state, both large and small, greatly rely on partnering 

opportunities with the Tourism Division to effectively market their communities. Many communities don't 

have the resources to conduct the type of research necessary to determine the best place to use their 

limited marketing dollars. They rely on the Tourism Division's marketing budget to do the research, 

analyze and plan media, and offer cooperative opportunities for partners to participate in. Without this 

opportunity, many communities simply couldn't effectively market their destinations. 

As one of the largest CVBs in the state, the Bismarck-Mandan CYB significantly relies on the Tourism 

Division to market to leisure travelers. We partner with Tourism on cooperative efforts, especially to our 

neighbors in Canada. In addition, by having the Tourism Division do the majority of marketing for leisure 

travelers, we can use more of our marketing dollars to bring in larger conventions and events-allowing all 

of us to bring in the greatest amount of out-of-state visitors and dollars to help stimulate our North Dakota 

economy. 

After 14 years in this industry, I know how important it is to be competitive with our neighboring states. 

The proposed annual budgets for our surrounding states are twice as much as the proposed budget for 

North Dakota: South Dakota $11.4M, Minnesota $9.2M and Montana $9.3M and North Dakota is $4.6M. 

Our state can't continue to let our neighbors capture these visitors and risk losing the economic impact 

these visitors could bring to North Dakota. It is imperative to attract this business to fill our hotels, 

restaurants, gas stations, and stores. 

The Tourism Division has been accountable and prudent with the state's investment, returning a strong 

profit to the state coffers. Recent United States Travel Association research shows North Dakota leads the 

nation in growth of travel expenditures, travel generated payroll, travel generated taxes, and travel 
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generated employment. The Tourism Division does a remarkable job leveraging their funds to provide 

measureable results. Please consider what a greater investment will return to North Dakota! 

Thank you for your time and consideration . 
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Testimony of Terri Thiel, Executive Director of the Dickinson CVB 
House Bill: 1018 
January 13, 2011 

Chairman Skarphol, and members of the House Appropriations Committee, my name is Terri 
Thiel and I am the Executive Director of the Dickinson Convention & Visitors Bureau. The 
Dickinson Convention & Visitors Bureau is in support of the governor's proposed budget for the 
ND Tourism Division 2011-2013 biennium marketing and ask that you also include an additional 
$1.15 million for the following enhancements. 

$600,000 for additional marketing -
ND Tourism Division competes for the same market with a smaller budget 

Additional marketing would be used for: 
Expand the new "I Am Legendary, RU?" campaign to create further interest 
Increase the presence in Canada 
Increase the presence in current markets 

$50,000 funding for implementation of an organized system of Visitor Information Centers 
ND used to have a state-funded program in the 1980's and 1990's and is currently one 
of only 15 states that doesn't have such a program. 

The funding would -
Provide welcoming people to give information, directions and suggestions to our visitors 
as they enter into our state. 
The front line people would help visitors with any questions; assist them with problems 
they may encounter. 
The staff would give the visitors all the details on places to see and where to go - $$$$ 

Move the $100,000 appropriated for the USS ND and add $50,000 = $150,000 total. 

$500,000 funding for small project infrastructure grants 
The ND Department of Commerce created the Tourism Infrastructure and Expansion 
Grant Program in 2007. 2:1 M~tch is required, non-profit status. 

The additional dollars would: 
Be used for the additional requests that are not able to be fulfilled due to restricted 
funds available. 
In 2010, there were 30 grant requests, asking for more than $440,000. There were five 
that were funded for a total of $93,500. 

Move $2 million earmarked for specid~ infrastructure projects in 2009 - 20011 to a large grant 
program. 

The 2009 appropriation, SB 2018, included language stating the ND Tourism Division 
was to develop criteria and a method for setting funding priorities in future bienniums. 



• As Executive Director of the Dickinson CVB for the past thirteen years, I have seen positive 
changes and enthusiastic energy from not only within the state's tourism industry, but also 
increased interest, visitation and tax revenues for southwestern North Dakota. While other 
North Dakota industries have produced wonderful material products, tourism has created not 
only an increased the revenue statewide, but has also lent itself to the positive "image 
marketing" that has been cited as being nonexistent in previous years. 

Repeatedly image marketing was cited as one of the issues that the state needs to address. Lack 
of image has been the statement repeated. Tourism is changing that perception. It is one of the 
tools that quality of place can be showcased, from the Pembina Gorge in the eastern part of the 
state, to the Badlands of western North Dakota. When the ND Tourism Division markets in 
national publications for vacation plans, it also conveys a marketing image that North Dakota is 
a wonderful experience, and that we do have an image, a very welcoming one. 

Please support the governor's proposed tourism marketing budget, along with seriously 
considering investing in the additional dollars for the tourism marketing budget, the industry 
that not only retur enue, but also produces an image for the state, and a positive image at 
that! 

Executive Director 
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Testimony of Randy Hatzenbuhler tJrkk_,,>;r 1i b 

President, Theodore Roosevelt Medora Foundation 
House Appropriations Committee on Education and Environment Division 

HB 1018 Department of Commerce Budget Hearing 
January 13, 2011 

Chairman Skarphol and Members of the Committee: 

My name is Randy Hatzenbuhler; I am the president of the Theodore Roosevelt Medora 

Foundation in Medora, North Dakota. I ask you to support of the HB I 018 for the Department of 
Commerce's funding for tourism in total, along with enhancements recommended by the 

Tourism Alliance Partnership (TAP) including $600,000 for additional marketing funds, 

$150,000 to support Visitor Information Centers and $2.5 million for the Tourism Infrastructure 
and Expansion Grant Program. 

The tourism industry has benefited from the state's commitment in recent legislative sessions. 
We are still at a competitive disadvantage in terms of dollars invested compared to our 

neighbors, it is has been good to see the increasing investment made by the state to the tourism 

industry and the strong return it has brought to the state. North Dakota is getting noticed in 

many new ways - the happy marriage of a good economy and the beauty of our state has shined 

the positive spotlight on North Dakota. I don't recall a better time to be from North Dakota or to 

be in the tourism industry here. We need to take full advantage; the requested additional 

$600,000 for marketing and $150,000 for Visitor Centers is needed and a fraction of what could 
be wisely spent. 

Medora is one piece of a growing tourism industry for North Dakota. The ND Heritage Center 

project will spur new tourism entrepreneurs; we've seen the positive effects when an anchor 

project is built. If you visited Medora last summer, you might have enjoyed the wonderful new 

Cedar Canyon Spa, a privately owned business located directly across for the newly expanded 
and renovated historic Rough Riders Hotel. It is an example of the trickle effect that occurs 

when investment is made in this industry industry. The Tourism Infrastructure and Expansion 
Grant Program will help give tourism entrepreneurs and their ideas a chance at success. 

Please support HB IO 18 fully along with TA P's recommended budget enhancements. 

Respectfully, 

Randy Hatzenbuhler 

- I -
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Good morning Chairman Skarphol and Members of the House Appropriations Committee on 
Education and Environment. My name is Kent Satrang. I reside in Fargo and I am the General 
Manager of Petro Serve USA. I stand in support of House Bill 1013. We have 20 locations in a 
dozen cities and our closest station is in the shadow of our state capital. Thanks in total to your 
leadership and vision you can drive over there tonight and see blender pumps in action. Because of 
your world class leadership the people of Bismarck-Mandan now have a choice at the gas pump. 

You showed leading edge innovation and vision in the 61 st session by a 93% vote in passing blender 
pump legislation. Nationally you put ND on the agricultural map, on the front page of Ethanol 
Producers Magazine and in the pages of major American newspapers. You authored the partnership 
of rural com and soybean fields with the oil fields of western North Dakota. That blossomed our 
economy all the way from Williston to Wabpeton with the bookend sectors of oil and agriculture. 

I am a past Industry Member of the Board of Directors of the ND Com Growers, of the Cenex 
Retail Advisory Board and I am a current member of the Tesoro Jobber Council. I have been a 
Cenex Manager in the North Dakota petroleum business for over 30 years and my father started 
working in this business in the late l 940's in Rolette North Dakota. 

I ask you to continue your incredibly successful bio-blender fund opportunity for three reasons: 

1. It has been working just like you desigrn,d it. We currently have l 17 ethanol blenders 
and 9 soy diesel blender pumps completed, in service and paid for. We had about 15 
blenders before the program started and so we estimate 141 North Dakota blender pumps. 
This makes us by far the highest per capital state for bio-blenders. We have another 11 
soy diesel applications and another 64 ethanol blender applications. This would bring our 
states total blender pumps to 216 blender pumps which will by far make us the highest 
number of blender pumps for any state in the nation. We believe it is no coincidence and 
thanks in great part to our state government's policies that we are the only state that can 
produce more ethanol gallons than the state uses per year in gasoline gallons. North 
Dakota's Legislature and Governor structured and authored this economic model and the 
business community has perfectly executed the first phase of your plan. 

2. Blender pumps allow the driving public a safe and sound economic choice as to which 
fuel is economically and philosophically best in their minds. These pumps unlike most in 
America, are UL Approved and they offer 100% gas, ElO Super Unleaded, Premium, E30 
and E85. We don't support ethanol mandates for EI O or E 15. However by the same token 
we don't support a mandate where the gas pump can only sell gasoline and can't dispense 
mid-range ethanol blends either. As promised, choice at the pump did result in change in 
our states drivers with the cost of E85 selling below $1.99 per gallon this past summer. 

3. Lastly this has taken time exactly as we predicted. Independent stations and Cenex 
branded stations were very receptive to the.blender pump program as was expected. 
Tesoro stations didn't participate because their corporate office mandates three, and not 
two grades (like Cenex) of branded gasolines. Tesoro did finally approve blender pumps 
under their branded canopies, but only at the l l th hour and they approved a pump that 
didn't really offer consumers a full choice. The.result was really poor participation by 
Tesoro retailers. They are ready to install blenders now because a newly designed bio­
blender model is being test marketed as we speak. This new model will open the doors 
for Tesoro branded stations to not be leli behind in this innovative cutting edge program. 
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Progressive North Dakota gas station retailers support House Bill I 013 because it allows us an 
opportunity to partner Regional Petroleum Refiners, with local ethanol plants to help build a 
competitive pipeline to our states customers cars and it enhances energy independence here in the 
heartland of America. Retailers want the opportunity to upgrade to a UL approved pump and they 
want to be able to double their product offerings with a blender pump. These UL approved pumps 
and petroleum project upgrades such as pump sumps greatly reduce the risk of spills and leaks. 

This is an opportunity to continue to develop this renewable market for the additional volume that 
our states new ethanol facilities have already created. I ask you to exercise your potential to 
continue to make ethanol, a North Dakota grown fuel, a North Dakota manufactured fuel, as 
common at the neighborhood gasoline pumps as unleaded, super unleaded or premium. Help our 
Corn and Soybean growers, our rural communities, our environment and most importantly 
American men and women in our Armed Forces to continue this blender pump legislation that sent 
a message heard all across America. You can make it possible to fill it up, with a fuel grown right 
here in North Dakota. I commit to you, that it is a mathematical certainty that choice created by 
bio-blender pumps will continue to result in change in all of our pockets. 

Thank you for the opportunity to testify and I respectfully ask you to support House Bill 1013 . 
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EcoNOMIC DEVELOPMFNT AssooAnoN OF NORTH DAKOTA:::..,: 

EDiii 
§ND 
-:-::"PO BOX 2639 • BISMARCK, NORTH DAKOTA 58502 

Testimony of 

Economic Development Association of North Dakota 

HB 1018 

January 13, 2011 

Chairman Skarpohl and members of the committee, my name is Cal Klewin. I am representing 
the Economic Development Association of North Dakota (EDND). 

EDND is the voice of the state's economic development community and provides networking for 
its 80 members, which include development organizations, communities, businesses and state 
agencies. Our mission is to increase economic opportunities for residents of the state by 
supporting primary sector growth, professionalism among economic development practitioners 
and cooperation among development organizations . 

EDND has a long-standing and complementary relationship with the North Dakota Department 
of Commerce. We believe the Department of Commerce provides valuable tools, programs and 
resources for the economic developers in our state and you will have the opportunity to hear 
from a few of those developers in a moment. 

While EDND is supportive of the continuation of all Department of Commerce programs, we 
want to take this opportunity to specifically express our support for two initiatives outlined in 
this bill. 

EDND believes that creating a Division of Energy within the Department of Commerce will 
greatly enhance every community's ability to capitalize on the opportunities available in the 
energy industry. A Division of Energy can be a contact resource for energy developers seeking to 
develop energy projects in North Dakota. 

Energy development, whether it is oil and gas, renewable fuels or wind, can offer communities 
jobs and business growth opportunities. This industry can often be very aggressive and fast­
paced and can leave leadership in energy communities with troublesome issues. A Division of 
Energy within the Department of Commerce could be a resource for communities to access 
assistance, information and other tools on how to deal with development issues coming forth. 

EDND has supported the Centers of Excellence program since its inception. We recognize the 
need to enhance and provide clarification to this program and support the changes outlined in 
this bill. Entrepreneurship and small business growth are crucial to North Dakota's economic 
future. Entrepreneurs and small businesses are leaders in the nation in employment growth. 

Klewin, HB 1018. Page I 
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We feel that the Centers provide a vehicle to leverage our resources and investment to assure 
accessible entrepreneur and small business assistance across every region of the state. 

EDND supports HB I 018. 

Thank you. I would be happy to answer your questions . 

Klewin. HB 1018. Page 2 
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North Dakota is well-positioned to take advantage of current state economic trends and global events to continue 
and expand efforts to create future economic opportunities. North Dakota's current financial strength, portfolio of 
economic development incentives, high-quality human capital, technology infrastructure and availability of natural 
resources are all in place to leverage these opportunities. 

EDND recognizes factors such as safety, education, opportunity, and recreation and culture are what makes living, 
working, and conducting business in a community worthwhile and support legislation that enhances quality of life. 

State of North Dakota economic development policy and resources should be limited to primary sector activities that 
create wealth for the state as a whole. The State of North Dakota should place the highest priority on the development 
cit high-wage career opportunities that will retain state workforce and attract labor from areas outside the state. 

State of North Dakota community development policy and resources should be focused on infrastructure, tourism 
and non-primary sector business activities that may improve a community's competitive position in capturing future 
revenue sources, or otherwise impact local quality of life. 

' 

LEGISLATIVE PRIORITIES 

•

Value Statements 
North Dakota currently has an excellent economic development program which has brought great success to our 

state. EDND supports continued use of the economic development tool chest and recognizes that enhancements 
are occasionally necessary. The economic development profession is one that seeks to put into action programs and 
policies that enhance the economic well-being and quality of life for our constituents. The value statements listed inside 
are intended to affirm the EDND's passion for improving the sustainability and growth of North Dakota's economy. 



Infrastructure Deveiopment 
A new perspective is necessary for addressing':infrastructure needs in North Dakota. Infrastructure investment 

across the state has for many decades been limited,to maintaining the status quo and addressing a few targeted new 
investments. North Dakota now has turned the corner from being a state with a gradually diminishing population to a 
state with a growing population with sophisticated expectations. To continue to capture this growth North Dakota must 
meet those expectations. 

Planning for perpetual growth, and budgeting for it;will challenge our decades-old behaviors. Judicious yet progressive 
investment strategies are needed to not only maintain existing physical infrastructure, but to build for future broad-based 
growth. Communities and counties need to develop comprehensive plans that will carry them to a more prosperous 
tom'orrow. EDND believes statewide support is necessary to promote planning by local units of government. 

Business Development & Entrepreneurship 
Entrepreneurship and the successful growth of small businesses are important to North Dakota's economic future. 

EDND views entrepreneur assistance as crucial and supports consistent and stable funding to maintain or expand 
these services. By matching funding available from the,federal government and by partnering with our higher education 
system North Dakota can leverage its investment to assure accessible entrepreneur/small business assistance across 
every region of the State. EDND supports providing the necessary funding to encourage entrepreneurship and small 
business development. 

Business Financing 

•

ppropriate financing tools are essential to the success of any business. North Dakota's menu of financing options 
served the state well. We have worked over the years with those agencies in North Dakota, particularly the Ban1"1111!1li. 

North Dakota, to sculpt detailed yet flexible financing options. Few changes are needed in this area. The array o,W 
business financing tools available from the Bank of North Dakota, the North Dakota Department of Commerce and 
others are appropriate and have the support of EDND. 

PACE and Flex-PACE, business financing programs of the Bank of North Dakota, are tremendously successful tools 
for expanding and attracting businesses to North Dakota. The Bank of North Dakota has done an excellent job of 
delivering and customizing the PACE and Flex-PACE programs to meet the needs of businesses and localities. Continued 
management and promotion of the PACE and Flex~PACE programs by the Bank of North Dakota is encouraged and 
supported by EDND. 

Tax Increment Financing (TIF) is an important and often misunderstood tool that is very valuable to the process of 
economic development nationwide. Wide-spread use of TIF as a familiar economic development tool for new and 
expanding businesses translates into a desire by those businesses to use TIF in North Dakota. As it stands in North 
Dakota, the TIF process reduces the uncertainty of proposed financing arrangements for companies considering new 
or expanded investment in our state. Proposal of changes to the .existing TIF rules in North Dakota will diminish the 
desirability of North Dakota as a place to do business. EDND opposes changes to existing TIF legislation in North 
Dakota. 

Pro-Business Climate 
EDND is committed to improving the state's economic and business climate. We believe the best way to accomplish 

this is to support freedom of enterprise and allow the free market system to function in an attractive tax and regulatory 
climate. 

Workforce Development 
EDND supports workforce development and training programs that address the comprehensive workforce needs of 

•

rth Dakota companies. As North Dakota companies face increasingly greater domestic and international competition, 
state's workforce programs must support company's needs to increase throughput through greater efficiency an. 

omation, as well as traditional workforce expansion initiatives. EDND supports modifications to programs such a 
Workforce 20/20 and North Dakota New Jobs Training Grant Program to reflect these needs. EDND also supports the 
continuation and expansion of Operation Intern as a means to introduce young North Dakotans to' the vast array of 
career opportunities available in the State. 
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Community Investment 
North Dakota communities have had a difficult time attracting the capital necessary to maintain and grow. There are 

few investment tools that allow North Dakota citizens to consolidate their capital and then invest jointly in projects that 
enable state growth and fill critical needs of our communities. 

A Renaissance Zone can be a very important and beneficial tool for community redevelopment and economic 
investment if property developed, implemented, and managed. Continued support of the Renaissance Zone will 
provide opportunities for business growth from within the community, attracting new business growth and community 
sustainability for both rural and urban areas. 

Housing 
EDND recognizes that the availability of housing, particularly affordable housing, is a fundamental element that 

provides North Dakota communities the ability to foster economic development. EDND supports the efforts of North 
Dakota communities and regions to advance legislation that will promote the development of affordable housing in 
areas where the lack of affordable housing is limiting primary sector growth. 

Leadership Development 
EDND recognizes the importance of leadership development and supports the continued funding for the Center for 

Community Vitality, NDSU Extension Service programs, and Rural Leadership North Dakota. 
It is also important that professional development programs be accessible to economic development practitioners to 

• 

increase their effectiveness and develop strong leadership in this profession. EDND supports a continued appropriation 
in the North Dakota Department of Commerce budget so that the department and the association can partner to 
provide training. · . 

Quality of Life 
EDND recognizes that the growth potential of North Dakota communities is frequently dependent upon the quality 

of life perceived to exist in those communities. This is also true on a broader geographic basis for all of the rural areas 
across North Dakota. EDND supports the development/maintenance of local amenities that support a pleasant and 
attractive living environment and local activities which people have the opportunity to enjoy. 

Mission 
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Testimony of Connie Ova · 
Jamestown/Stutsman Development Corporation 

HB1018 
January 13, 2011 

Chairman Skarphol and members of the House Appropriations Committee: 

My name is Connie Ova. I am the CEO for the Jamestown/Stutsman Development Corporation 

and have served in this capacity since 2003. The Jamestown/Stutsman Development 

Corporation (JSDC) is dedicated to area economic development growth and diversification . 

JSDC was formally organized in 1991 to develop employment to improve business conditions 

and advance the interests of the City of Jamestown and Stutsman County, North Dakota by 

implementing and sustaining an organized effort to attract new businesses and industry, support 

existing businesses and industry, and encourage new business starts. Jamestown/Stutsman 

Development Corporation's focus is primary sector job creation. 

The JSDC is a member of the Economic Development Association of North Dakota (EDND). 

We believe that EDND serves as the voice of the state's economic development community. 

Their membership base consists ofa variety of jobs development associations, economic 

development corporations, communities, state agencies and private businesses. EDND's mission 

is to increase economic opportunities for residents of the state by supporting primary sector 

HB IOI 8, Ova, Page I 

120 2nd St. I PO Box 293 I Jamestown, ND 58402 I 866.258.6861 I 701.252.6861 
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growth, professionalism among economic development practitioners and cooperation among 

development organizations, The associat!on supports the membership, currently numbering in 

excess of 80, in furthering primary sector economic growth in the state of North Dakota, 

The North Dakota Department of Commerce (ND DOC) is a vital partner of EDND and JSDC in 

the effort to grow our state and local economy, 

As a member ofEDND and as CEO for the Jamestown/Stutsman Development Corporation I am 

urging your support of HB I 018 to continue the excellent results provided by ND DOC since its 

inception in 2001. 

I would like to highlight just a few key programs JSDC has used and urge you to continue to 

support, These include: 

Business Attraction and Talent Development 

JSDC consistently uses Workforce Enhancement Grants which includes Workforce 20/20 

to assist our companies in training new and existing employees to upgrade their skills and 

increase their worth to those companies and the communities in which they work, We 

have also provided numerous loans through the New Jobs Training Grant and advocate 

HB 1018, Ova, Page 2 

120 2nd St. I PO Box 293 I Jamestown, ND 58402 I 866,258,6861 I 701,252,6861 
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both of these as tools to be continued. Operation Intern is widely used in our community 

and we are excited about the potential impact the Career Promotions and Career Advisors 

Programs will have on our youth. 

The North Dakota Trade Office 

The North Dakota Trade Office (NOTO) is assisting many of our local businesses and 

has provided the tools for those companies to expand their exports to foreign markets. 

With the assistance ofNDTO one of our companies was named SBA Exporter of the 

Year! Increased funding for NOTO will assist in expanding their reach into more and 

more markets and provide the ability to work with more of our companies. 

North Dakota Development Fund 

Without the support and partnership of ND Development Fund many of our projects 

would not have been financed. 

APUC 

APUC provides grants needed to fund those items that JSDC does not or cannot fund 

which include feasibility studies. We have used this program for a wide variety of 

projects past, present and future. 

HB 1018, Ova, Page 3 
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Child Care Grants & Loans 

Although we have not utilized this locally to date, we have pending projects for updating 

and new facility construction for child care that could not be ventured without this 

opportunity. 

Centers of Entrepreneurship Excellence Grants 

Knowing the importance of growing our own and small business growth to a community, 

JSDC continues to strive to achieve our goal of identifying and supporting an 

entrepreneurship center in our region. We have a local partnership that has already 

received certification towards this objective and with the assistance of this grant program 

we believe our area will have a much needed Center of Entrepreneurship in the 

Jamestown/Stutsman region within the next year. 

Marketing 

Through firsthand experience I can testify that there have been numerous times during 

my tenure as CEO for JSDC that, when attending out of state conferences, questions and 

comments consisted of "where is North Dakota located?; "is that where the "faces" arc" 

and "I've never been to North Dakota" with the implication that they never wanted to be 

in North Dakota either. Or, working with primary sector companies from out of state it 
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was apparent that it wasn't that they did not want to do business in North Dakota but that 

North Dakota was not nor had not ever been on their radar screen. I have always known 

that lack of adequate funding for continual communication on our part was a major 

reason for that lack of awareness. Now, thanks in part to energy, oil and a positive bank 

account, North Dakota is on the map. But, for the most part, I truly believe it is as a 

direct result of marketing through ND Department of Commerce, ND Tourism and the 

substantial increase in funding for public relations. This effort needs to be continued and 

enhanced. The Jamestown/Stutsman Development Corporation has seen a remarkable 

increase in tourism as a direct result of our own Buffalo City Tourism Foundation created 

in 2003 and specifically tasked with marketing and public relations. We have also seen 

increased interest in business expansion and relocation because North Dakota is now on 

the "radar screen". 

Partner Programs 

JSDC has benefitted from use of Partners in Marketing to update our website, assist with 

trade missions and conferences. Partnering with ND DOC at conferences provides a cost 

effective means of showcasing communities across the state. It also affords a means by 

which those communities that don't have the staff to man a booth and also walk the trade 
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show to be able to do both with more bodies provided by ND DOC as well as other 

communities. 

Energy Division in ND Department of Commerce 

I am totally in support of this initiative and think it is an excellent use of taxpayer dollars 

and would be of benefit to our region and to the entire state. Please allow me to read an 

editorial dated 1/11/2011 from the Bismarck Tribune that says it all very succinctly. 

( attached to this document) 

In the interest of time I will stop here and not elabo~ate on all of the items contained in HB 1018 

that are vitally important to our local communities. I will conclude with the statement that there 

are very few programs offered through ND DOC that the Jamestown/Stutsman Development 

Corporation have not used or at minimum reviewed and stored for later use. 

I sincerely believe that in the North Dakota Department of Commerce we have a world class 

array of economic development programs and services. This department is indeed capable of 

assisting with the new challenges and bright future for progress in North Dakota. 

Please support HB I 018 and continue that significant role that ND DOC plays in North Dakota's 

growth . 
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Testimony to the ND House of Representatives 

Committee on Appropriations 

Education and Environment Division 

By Eric Johnson, CEO, Avenet LLC 

January 13, 2010 

Chairman Skarphol and Members of the Committee, 

I am Eric Johnson, CEO of Ave net LLC, and I thank you for the opportunity to testify. 
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Senator Tony Grindberg requested that I testify and provide the committee background information on an initiative 
contained in Senate Bill No. 2056. The bill was introduced by the Workforce Committee and relates to the 
Department of Commerce, workforce development, economic development and higher education. 

By way of background, I'm a North Dakota native, NDSU graduate and currently the CEO of Avenet LLC, a Web 
solutions company based in Minneapolis. While our headquarters are in Minneapolis, I want to note that Ave net's 
leadership team includes several North Dakota natives with strong ties to our home state, and that we have had 
several employees and contractors based in North Dakota for over 10 years. 

Ave net developed and deployed the award-winning electronic portfolio system (www.efoliomn.com) for the 
Minnesota State College and University system (MnSCU). Designed to help the state's students and workers 
advance their education and careers, eFolioMinnesota was the nation's first statewide electronic portfolio system. 
The system is used by K-12 and higher education schools across Minnesota, including both MnSCU and the 
University of Minnesota, and has won two national awards for technology innovation. 

Ave net also developed and deployed eFolioPA, an initiative sponsored by the Pennsylvania Department of Labor & 
Industry. This is the first state-wide initiative in the US designed to leverage electronic portfolio technology to 
create a stronger, seamless bridge between higher education and workforce/economic development systems. 
Although still in its early stages, eFolioPA has been featured as one of two innovative workforce initiatives in a 
symposium sponsored by Stanford University and a higher education technology consortium in the UK. 

Our company is currently working on deploying our eFolio system for the University System of Ohio, one of the 
nation's largest higher education systems. 

We believe these groundbreaking projects have direct application and great value to the State of North Dakota. One 
of North Dakota's greatest assets is its highly educ~ted and trained people -the knowledge workforce. An 
'eFolioND' project could be an innovative initiative to help transition knowledge workers - students, workers and 
professionals - into jobs and careers that maximize their skills and talents and position North Dakota to meet the 
workforce and economic development challenges of tomorrow. ., 
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As background, electronic portfolios, or eFolios, are multimedia web sites for organizing, managing and showcasing 
education, skills, career achievements and experience. eFolio's have been described as "the next generation of 
resumes", "resumes on steroids" and "Facebook Professional". An eFolio allows the user to organize and display his 
or her skills, knowledge, and experience beyond the confines of a traditional resume. With eFolio's, individuals can 
utilize multiple media formats to more clearly demonstrate competencies, creating opportunities for use within 
both education and workforce system. 

Traditional resumes and online resume-driven job banks fail to adequately showcase individuals' work products and 
educational knowledge that are essential to the demonstration of skills in the knowledge-based economy. In 
contrast, ePortfolios, with familiar Web2.0 and social networking capabilities are more rapidly embraced by students 
and graduates, increasingly used by employers as an additional tool to appraise job applicants, and required by 
educators to evaluate and assess program outcomes. 

Benefits to ND Higher Education and K-12 
An eFolioND system could be utilized by higher education institutions across the state to meet their growing needs 
for on line student and faculty portfolios. Through a statewide approach, all students and faculty in North Dakota 
could utilize a single state-of-the-art ePortfolio system rather than licensing and implementing multiple systems, 
resulting in significant cost avoidance to these institutions while providing a consistent, yet flexible, integrated 
system. Moreover, by utilizing a lifelong, statewide ePortfolio system, rather than separate institution-sponsored 
systems, the higher education system would facilitate the effective integration of future workers into the workforce 
system, and enhance the ability of state and local economic development officials to effectively market the state's 
highly educated workforce. 

A Groundbreaking Tool for Workforce & Economic Development 
As envisioned, eFolioND would provide access to lifelong personal ePortfolio accounts and services to all students, 
job-seekers and professionals seeking to advance their careers in North Dakota. It could also be made available to 
job-seekers residing outside the state who may wish to relocate or return. Further, this application would be 
complementary to and could integrate with existing Web based tools already provided by the Department of 
Commerce and ND's workforce system. 

By utilizing a new Web 2.0 eFolio approach that appeals to students, the State could dramatically increase the 
number of students, alumni, job-seekers and professionals in its 'job bank'. Using this secure, integrated system, 
economic development officials and employers could search online 24/7 /365 to determine the workforce potential 
by geographic region, skill, education, experience and other factors. To enhance such data, the ePortfolio system 
can also be utilized to build a "talent bank" to showcase former North Dakotans and ND graduates who have 
migrated to other states but who desire to return if suitable employment opportunities arise. This approach can 
help leverage a large, educated "hidden" labor force that has always been viewed as a tremendous asset. 

The eFolioND system we envision will enable job-seekers, students and professionals to showcase their education 
and skills to potential employers. In addition, it can provide employers an on line portal to rapidly access North 
Dakota's highly skilled workforce and give state and local economic development officials a unique tool to efficiently 
market their skilled workforce to prospective employers and companies considering location or expansion in North 
Dakota. 

We look forward to the opportunity to discuss this further with the Committee and its members and would be glad 
to provide Members a demonstration of the eFolio technology. 

Thank you again the opportunity to testify. 
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North Dakota University System a,;11-~:# II 
HB 1018 - House Appropriations - Education & 1 /; 3 /;J 

Environmental Division 
Thursday, January 13, 2011 
William Goetz, Chancellor 

Good morning Chairman Skarphol and members of the House Appropriations - Education and 
Environmental Division. For the record, my name is William Goetz, Chancellor, North Dakota 
University System. 

• On behalf of the NDUS I offer support for HB 1018, in particular the proposed changes to 
the Centers of Excellence program. 

• The "next generation" Centers of Excellence program proposed by this bill would create 
three distinct types of centers: Centers of Research Excellence, Centers of Entrepreneurial 
Excellence, and Centers of Workforce Excellence. 

• The University System supports this concept because it aligns very closely with our three 
overall sectors in higher education: research universities, regional universities, and 
community colleges. This is a good fit with their distinct missions and the unique 
contributions each type of campus can offer. 

• Through its Strategic Plan, the NDUS is committed to increasing economic development of 
the state. The plan includes measurable objectives that relate to the three types of 
centers: 

o Centers of Research Excellence: Research universities will demonstrate overall 
progress on specified metrics, including knowledge transfer and commercialization. 

o Centers of Workforce Excellence: Increase the numbers of businesses served by 
TrainND workforce training. 

o Centers of Entrepreneurial Excellence: Increase the numbers of students 
participating in entrepreneurial resources and activity. 

• The NDUS Strategic Plan directly aligns with the following goals in the state's Economic 
Development Strategic Plan: 

o Create, attract and retain quality jobs and workforce in targeted industries and high­
demand occupations. 

o Accelerate innovation and entrepreneurship in targeted industries and emerging 
technologies. 

o Enhance the state education and training system's ability to meet business and workforce 
needs of the future. 

g:\terry\1100\llses\hb 1018 testimony 1-13·11.docx 
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Convention sitors Bureau 
250 Main St W - P. 0. Box 724 

Valley City, ND 58072-0724 
(701) 845-1891 

www.hellovalley.com 

Appropriations-Education and Environment Committee 
Bob Skarphol, Chairman 
600 East Boulevard Avenue 
Bismarck, ND 58505 

Chairman Skarphol and Committee Members, 

We are asking for your support of HB 1018 with the addition of $1.15 million to the Tourism 
budget to finance Visitor Information Centers, provide for extra marketing opportunities and to 
solidify the Tourism Infrastructure and Expansion Grant program . 

Providing for tourism expansion is not only good for the economy, it enhances the quality of 
life for North Dakota residents, too. Our citizens enjoy the amenities as much as visitors do. 
By funding tourism opportunities you are giving Economic Developers tools to lure additional 
businesses to our state. Recent studies have shown that quality of life issues are important 
to young workers and their families. Let's provide a recreation rich environment for our 
visitors and residents. 

We need to market North Dakota! We have found in Valley City that if we can get visitors to 
the region they spend a lot of money. These are new dollars added to our economy that our 
specialty shops need to survive. Our CVB has a limited budget ($60,000) and need the help 
of State Tourism to reach a wide audience. Tourism has responded with cooperative 
marketing programs that make it possible for us to advertise in magazines like Midwest 
Living. We would love to do more cooperative marketing- please give Tourism the 
opportunity to help small towns advertise by expanding their marketing program. 

Invest in North Dakota's future. Please support HB 1018 with the additional dollars for 
Tourism. Thank you. 

Mary Lee Nielson, Marketing Coordinator 
Valley City Convention & Visitors Bureau 
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Janu:uy 6, 2011 

Dear :Members of the Senate Approprialions Committee, 

Please accept this letter as my testimony in fa,·or of increasing the allocations of the North Dakota 

'T'ourism Division to induclc an enhanccmcnl of $1.15 1nillion. By doing so, it would increase the 

marketing budget by $G00,000, help fund Visitor Center Information Centers and incrc~L'iC the money 

alloratccl for the small pn~jcrt and large projcrl infrastructure grant progrmns. Fully l"unding this 

department will enhance our ability to market our state ;mcl gTow our market share of tourism dollars. 

As a smaller eonrcntio11 and ,·isitor1s bureau in North Dakota, we dcpcncl 011 the roopcratirc 

a<h-crlising options given to us by the stale. \Ve also rely hc;wily on the infraslrnclurc grants thal arc 

giYcu out at the slate lc,·cl. Advcrlising costs arc on the rise and technology is advanciug. ll is vital to 

North Dakota's tourism imlushy to keep up ,yith trends and stay competitive. In the past two years, I've 

seen advanccmcnl in the hunting and fishing i11dustry ,,ith the help of the Norlh Dakota Tourism 

dcpai:tment. They ha,·c partnered with television pe1's6nalitics such as Jason Mitchell and have 

cxtcndccl the marketing cl1011s into \Visconsin, Illinois, and Iowa, just to rnunc a !'cw. Hunting ancl 

Fishing is the key lo our success ,mcl the new money allocated to the North Dakota Tourism Di\'ision 

will keep these etlOrls going at full strc11gd1, and continue our tourism entities in this region, am01ig 

others, to maintain and grow as well. 

A11otl1er vilal component used by the De\'ils Lake Tourism Co11\'cntion & Visitors Bureau is the 

coopcratirc advertising in the ,·isitor centers around our st;1tc. My CVB alone produces an additional 

20,000 hrochurcS to accommodate these areas of advertising. 'l'hc additi011al alloc,1tio11 of funds will 

provide security of .-m organized system, keep our ,·isitor guides 1n;1intained ;111cl inlo the hands or those 

that need and want lo read them. Besides the Devils La.kc CVB, the motels, resorts, guides scnfrcs ;111d 

restaurants, mnong others, heavily rely on_ our Visitor Guide lo he in lhc m_ost risi!or cc11lcrs as possible. 

\Ve could not do this without the help of the North Dakota cli\'ision. 

Again, I ask for your support of tourism, and that you ,·ote to increase the T'ourism Division's hudgcl 

by an aclditiona] $1.15 million. ,vith tourism being the second largest economic impacl in North 

Dakota, many jobs and families rely on the help from North Dakota. 

T'hank you for yow• time m1cl consideration. 

Si11rercly, 

~~~~ 
Excrutirc Director 

208 Highway 2 West I PO Box 879 I Devils Lake, ND 58301 

www.devilslakend.com I 1.800.233.8048 I 701.662.4903 I fax: 701.662.2147 
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Testimony of Julie Rygg 
Greater Grand Forks Convention & Visitor Bureau Executive Director 
House Bill 1018 
January 13, 2011 
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Grand Forks ; 4/ 
CONV£NTION & VISITORS BU12EAU 

Chairman and members of the House Appropriations and Government Operations Committee: 

Please accept this written testimony, on behalf of the Greater Grand Forks Convention & Visitors 

Bureau (GGFCVB), as a request for your support of $1.15 million in North Dakota Tourism Division budget 

enhancements for the 2011-2013 biennium in the following ways: 

• Increase the tourism marketing budget by $600,000. 

• Move $100,000 appropriated for the USS ND in 2009-2011 into a fund for Visitor Information 

Centers (VIC), and add $50,000 to it for a total of $150,000 for VI Cs. 

• Move $2 million earmarked for specific infrastructure projects in 2009-2011 into a large 

infrastructure grant program, and add $500,000 for small project infrastructure grants. 

At a time when advertising costs are rising and technology is advancing rapidly, it is crucial our 

state's tourism industry meet and exceed those demands in order to stay competitive. Promotions and 

cooperative programs will eventually have to be cut if the tourism marketing budget continues to remain 

flat. 

The GGFCVB utilizes a number of the cooperative advertising programs offered by State Tourism, 

particularly those in Canada. These programs allow us to stretch our dollars further and better promote our 

community. In a city that has a population of just over 50,000, we are filling world-class venues as well as 

small, independent businesses. This cannot be achieved without marketing dollars and support from the 

State. 

Visitor Information Centers (VIC) are also a very important part of tourism in the state of North 

Dakota. Even though many visitors now plan their trips electronically, they still utilize VI Cs during travel, and 

these centers can and do make the difference of a visitor just passing through and one that decides to stay 

longer in our great state. Currently the Greater Grand Forks VIC sees 20,000-22,000 visitors come through 

our doors each year. 

Again, I ask for your support of tourism, and that you vote to increase the Tourism Division's budget 

as mentioned above. It is imperative for the success and survival of North Dakota's tourism industry. In fact, 

many experts believe tourism plays a crucial role in staving off hard economic times. If travel can be 

stimulated, it will undoubtedly help to benefit the whole economy on local, state and national levels. 

Thank you for your time and consideration . 

sin1p~grand 
4251 Gateway Drive, Grand Forks, ND 58203 

701.746.0444 (ph) 800.866.4566 (toll free) 701.746.0775 (fax) 
www.visitgrandforks.com 
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January 7,201 I 

Buffalo City Tourism Foundation 
404 Louis L'Amour Lane 

Jamestown, ND 58401 

House Appropriations Committee 
State Capitol 
600 East Boulevard 
Bismarck, ND 58505 

Regarding: HB1018 

Honorable Chairman Bob Skarphol and Committee Members, 

As the Executive Director for Tourism in Jamestown, North Dakota, it has been my privilege and 
honor to watch the growth and development of tourism in our city and state over the last seven 
years. I have witnessed not only a growth in the number of guests (tourists) visiting us, but a 
growing sense of pride in our city and state . 

We have gained some much-needed momentum over these years thanks to the diligent work and 
partnerships formed with the Tourism Division of the ND Department of Commerce. After all, it 
is no small feat to be named America's Friendliest State and Most Affordable Vacation State. 
So, how do we continue this national notoriety and forward momentum in the years to come? 

Exposure does that. Designations like these are nothing more than a quick flash in the pan if we 
don't now use them to our advantage through increased marketing dollars, improvements to our 
present Visitor Information Centers and improvements to our attractions. 

I and the Buffalo City Tourism Foundation Board of Directors urge your support to increase the 
ND Tourism budget as proposed. 

Thank you for this opportunity to share my opinions with you on this important issue. Good luck 
in the new session. 

Respectfully, 

Nina Sneider, Executive Director 
Buffalo City Tourism Foundation 
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Good Morning, 

n lNTE·RN······ A·.··. TI.ON.AL ..... PEACE GARDEN 
CANADA- USA 

January 13, 2011 

Thank you for the opportunity to provide testimony this morning my name is Doug Hevenor and 
I am the CEO of the International Peace Garden. 

I am here to speak to HB 2018 in support of the North Dakota Tourism Department's requested 
$1.15 million in the Tourism Division budget enhancements, including an additional $600,000 
for marketing, $150,000 for Visitor Information Centers, and $2.5 million for the Tourism 
Infrastructure and Expansion Grant program. 

The Governor definitely got it right by including Tourism as one of top five ways to increase jobs 
within the state but how does one accomplish the task with no new funding and without 
enhancing the budget? 

Over the past several years Tourism has proven that has become a major player in generating 
revenue within the State of North Dakota. Increases in dollars spent directly in marketing by the 
tourism department will correlate directly with increased revenues for private enterprise within 
the State. 

We must continue to grow tourism and in order to succeed we must promote our State by 
accessing new and non-traditional vacation markets. Getting the word out is not an easy task we 
will need to support on-line marketing, face to face interactions at trade shows, and get out a 
speak at conferences and conventions. Tourism is doing a fantastic job now but we need to do 
more and more costs money. 

Improvements to existing visitor's centers will encourage more state visitor travel and 
encourage visitors to stay longer in turn increasing revenue for hoteliers, and retail merchants. 
The longer we can encourage visitors to stay with us the greater the potential for earned 
revenue. 

In order to continue to lead tourism within the United Sates we need to ensure that our tourism 
infrastructure is maintained and expanded. By doing this we ensure that our message is getting 
out and that visitors receive real value when the spend time in our State. 

The Grant program is vital and essential for improving attractions and facilities especially in rural 
areas located in smaller markets throughout the State. In many cases without these grants these 
areas to do not have access to funds that can improve their infrastructure. 

Please work together to add $1.15 million in the Tourism Division budget enhancements to the 
North Dakota Tourism Department. 

Respectfully, 

.0 
D Hevenor, CEO 
10939 Highway 281 
Dunseith, ND 58329-9445 

(888) 432-6733 
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McHenry County 
Jobs Development Authority 

PO Box 408 • Velva ND 58790 • 701-626-2551 *www.mchenrycountynd.com 

Testimony of Marla Effertz Hanson 
McHenry County Jobs Development Authority 

HB 1018 
January 13, 2011 

Representative Skarphol and members of the committee my name is Maria Effertz Hanson and I am 
here today supporting the budget for the Department of Commerce. I am here today on behalf of 
McHenry County and as a member of the Economic Development Association of North Dakota. 

The people and programs at the Department of Commerce have been an integral part of rural North 
Dakota's success. I have personally utilized n;iany of their programs and direct our businesses and 
communities to Department of Commerce for technical support, planning and funding. 

I am highlighting a couple of the programs which have provided the resources and assistance to help our 
rural county reach audiences, retain and recruit new businesses and employees. 

The county and communities have utilized the Partners in Marketing program to reach global audiences 
through a variety of means. We now have professional marketing materials that showcase the 
opportunities for small businesses and families. This program helped fund our projects, and provided 
technical assistance and networking opportunities that stretched our minimal marketing dollars. 

The Department of Commerce carries a broad mission that assists a variety of programs in rural North 
Dakota. We have utilized the Agriculture Products Utilization funds for business development and in 
combination with research and programming. The childcare grant has helped meet some of the 
demand in rural areas for quality care, but there is still a large need. The North Dakota Trade Office is 
important to our area as our location near the Port of North Dakota will be an opportunity for future 
growth in value added agriculture production to a worldwide audience. 

We are fortunate to be near a higher education university and have utilized two of the Centers for 
Excellence outcomes (NDSU Bio Fuels and Minot State University Entrepreneurship Center) and we 
intend to further partner with Centers for Excellence to help train our citizens and utilize the resources 
to grow our businesses. 

As an energy county with resources in wind, agriculture including biodiesel, and nontraditional 
resources, we look forward to having a designated person and department with the new Energy Division 
that would be familiar with the truly diverse energy opportunities we have in North Dakota . 

These are just a few of the programs we utilize on a frequent basis. The assistance we receive from the 
Department of Commerce allows rural counties and communities, such as ours, to recruit new people, 
employees, and businesses and showcase our part of the state to the world. 

Thank you and I would be happy to answer any questions. 
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Testimony of Gary Inman 
Senior Vice President of Information Technology, State Bank and Trust 

In Support of HB 1018 
January 13, 2011 

Chairman Skarphol and members of the Education and Environment Division of the House 

Appropriations Committee: 

My name is Gary Inman, and I am the Senior Vice President of Information Technology of State 

Bank and Trust in Fargo. I also serve as the president of the Information Technology Council 

of North Dakota (ITCND). It is on behalf of ITCND that I am voicing support of HS 1018, 

specifically as it relates to the continued funding of the Operation Intern and Innovate ND 

programs and the reorganization and funding of the Centers of Excellence.program . 

ITCNDWas created in 2000 by North Dakota business, government and university leaders who 

recognized the need to strengthen the state's information technology infrastructure and 

reposition the state as a national leader i_n IT. ITCND has nearly 100 m~,,;b~r or~anizations, 

with representatives from both the public and private sector. 

State Bank and Trust is just one of 35 companies using the Operation Intern program to hire 

interns in the area of information technology. This program has allowed our company to provide 

two internships, which we might not havf:l been able to offer without the incentive. With these 

internships we are able to advance two internal initiatives by dedicating these resources to the 

projects. 

According to the 2011 State of the IT Industry Guide, North Dakota's IT industry will need to 

replace nearly 40 percent of its current workforce within the next decade. The development of a 

high-quality workforce is vital to the future growth of North Dakota's IT industry. A key 

component in this process is engaging students in IT careers by providing internship 

opportunities, which many times lead to full-time, permanent employment. 

ITCND Page 1 
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ITCND also supports removal of the language limiting the use of the program to only new or 

expanded internships, which is in SB 2056. Without this change, several businesses are only 

able to use the program one year and are not encouraged to hire an intern in future years 

because the program no longer applies to them. 

One of ITCND's goals is business development and entrepreneurship, which is why we also 

support the continued funding for the Innovate ND program and the funding for the reorganized 

Centers of Excellence program. IT entrepreneurs have been the beneficiaries of both of these 

programs in the past, allowing them to start or expand their innovative business ventures. 

We thank you for your support of Operation Intern, Innovate ND and the Centers of Excellence 

programs in the past, and hope you will support their continued funding . 

ITCND Page 2 
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January 18, 2011- House Appropriations Committee 

Chairman Skarphol & members of the committee: 

For the record, my name is Mike Rud. I'm the President of the North Dakota 

Petroleum Marketers Association. NDPMA members would like to propose a different use 

for the remaining blender pump funds in HB 1018 . 

• ) In 2009, NDPMA supported the passage of blender pump legislation. This has been a 

very successful and useful program for North Dakota Gas retailers looking to sell higher 

blends of renewable fuels. 

However, NDPMA's main concern continues to be infrastructure compatibility with 

higher blends of ethanol. While many studies continue to be conducted on how vehicles and 

gas pumps will respond to higher blends of ethanol, little or no research is being done on 

what effect higher blends are having or may have on such items as gasoline storage tanks and 



underground piping, along with other pieces of infrastructure associated with the retail gas 

industry. 

In light of these concerns, NDPMA is proposing any money set aside for biofuels 

incentives in HB 1018 be used to offset the cost of petroleum distribution infrastructure, 

rather than just blender pump expansion. We have several reasons for such a plan. 

The best way to grow the sale of renewable fuels in the state is to take away any 

concerns of marketer liability should a petroleum release occur. Infrastructure is the number 

one issue holding many marketers back from expanding into the renewable fuels retail sector. 

Of particular concern to NDPMA is the compatibility of underground piping with ethanol 

blends greater than an E-10. Marketers can basically guarantee equipment will be 

compatible with higher blends of ethanol by installing new equipment. Two percent or 

$20,000 per retail site as HB 1018 language currently reads, would go a long way towards 

helping a gas retailer replace piping and other components with products capable of handling 

higher blends of ethanol gas. 

There are other forms of money available to a marketer to offset the costs. The tax 

extensions recently passed by Congress provide a $30,000 credit to retailers installing 



.i renewable infrastructure. In meetings with the USDA, NDPMA has learned there's as much 

as 400 million dollars potentially avaHable for retail renewable fuels expansion. 
'• 

In conclusion, NDPMA feels we need to continue to grow renewable fuel sales 

opportunities in the state. We just need to do .it the right way so as to protect the gas retailer, 

the general public and the environment. The best way to accomplish this is to make the 

remaining ARRA and state biofuels monies available for all retail gas infrastructure 

improvements, not just blender pumps.: 

• Thank you for your time and consideration on this matter. I would be happy to 

answer any questions you might have at your convenience. 

ND PETROLEUM MARKETERS 

ASSOCIATION 
MIKE RUD 

PRESIDENT 

ND PROPANE GAS 
ASSOCIATION 

MIKE Ruo 
EXECUTIVE DIRECTOR 

NO RETAIL ASSOCIATION 

I 025 N 3RD STREET 

BISMARCK, NO 5850 I 

I l 
~ 

PHONE: 701-223·3370 

CELL: 70 I ·661-0 I 75 

EMAJL: mlke.ndrpma@mldconetwork.com 

I 025 N 3RD STREET 

BISMARCK, ND 5850 J 

PHONE: 70 !-223-3370 

CELL: 70 1-66 1-0 I 75 

EMAIL: mike.ndrpma@midconetwork.com 
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Testimony of Tracy Potter on HB 1018 
Division of Tourism Budget within Department of Commerce 

Chairman Skarpohl and Members of the Education and Environment Division of the 
House Appropriations Committee, thank you for receiving these remarks. 

I am Tracy Potter, president and executive director of the Fort Abraham Lincoln 
Foundation and also president of the Missouri Riverboat, Inc., which operates the Lewis 
and Clark Riverboat. Our non-profit foundation operates Five Nations Arts in Mandan 
and the interpretive programs at Fort Lincoln State Park. 

At Fort Lincoln, I am pleased to report, the guest registers reveal that 70% of our visitors 
are from out of state. Some are lured here as a destination because of their interest in the 
T" Cavalry or the Mandan Indians. More are traveling through or are here for another 
reason and find time to visit Fort Lincoln, where we hope to hold them long enough to 
encourage them to buy another meal in a local restaurant or spend another night in a local 
hotel. In any case they bring new money into our state and leave some of it here. 

We are one (or two or three) of the partners of North Dakota Tourism. The Theodore 
Roosevelt Medora Foundation, the Lewis and Clark Fort Mandan Foundation, and other 
non-profit and for-profit businesses across the state deliver the experiences that North 
Dakota Tourism promises in its advertising. The state Tourism office is our joint 
marketing agency, doing for all ofus together what we are unable to do for ourselves -
that is, make major investments in media markets in other states. 

The partnership works well for the state. Tourists come here and spend hundreds of 
millions of dollars in restaurants, hotels, and gift shops all across North Dakota. None of 
our businesses individually can afford to advertise on television in the Twin Cities or 
Winnipeg, for example. But when the state Tourism office gets them into the state, we 
can keep them here longer with the exp_eriences and the sites we offer. 

But marketing is expensive and getting more so. But it's also effective. I'd like to give 
one example. 

Just before North Dakota Tourism started its first television ad campaign in the Twin 
Cities in 1989, we did a baseline survey of attitudes Minnesotans held toward North 
Dakota. A key question was, "What is the first thing that comes to mind when I say the 
words North Dakota?" 

The number one answer was: "Can't think of anything at all," followed by adjectives like 
cold and flat. 



• 

We spent $250,000 that year and re-surveyed. The top numbers had barely moved. But we 
kept at it, showing beautiful scenes of the Bad Lands, and the Custer House and other 
attractions. In the fourth year, the number one thing those Minnesotans thought of when 
they heard the question was "beautiful scenery." Marketing works. Or it can work, if 
adequately funded. 

The North Dakota Tourism Division under Sara Otte-Coleman delivers for North Dakola. 
Always under-funded, it has still achieved success at luring visitors to our state from 
surrounding states and even international destinations. 

You hear in virtually every pitch from agencies that this or that appropriation will actually 
save the state money. In the case of tourism marketing, you're not saving money, you're 
making money ... adding to the economic vitality of an industry that is ultimately 
sustainable, helping small mom and pop businesses from Fort Ransom to Crosby, creating 
jobs and, not incidentally, raising sales tax revenue for the state. Every dollar invested in 
North Dakota Tourism brings a return of many dollars. Certainly, there is some point of 
diminishing returns, but we haven't seen any sign of it yet. 

Please make the investment to keep building this industry that is not subject to boom and 
bust, that weathers droughts and that is clean and sustainable. Thank you for your 
consideration of these comments . 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Commerce Administration 

Description 
Salaries and Wages 

Salaries · Permanent 
Temporary Salaries 
Overtime 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies · IT Software 
Supply/Material-Professional 
Food and Clothing 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Other Equip Under $5,000 
Office Equip & Furn Supplies 
Insurance 
Rentals/Leases-Equip & Other 
Rentals/Leases • Bldg/Land 
Repairs 
IT • Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 

Expenditures 
Prev Biennium 

2007-2009 

1,312,023 
142,696 

11,969 
429,894 

0 
0 
0 
0 
0 

1,896,582 

1,896,582 
0 
0 

1,896,582 

137,563 
25,083 
11,258 

1,306 
23,095 
69,973 
67,454 
53,463 
41,996 

844 
41,465 

1,863 
6,837 

154,991 
10,207 
56,851 
34,547 

142,440 
205,032 
883,222 

Present 
Budget 

2009-2011 

1,436,806 
130,000 

1,000 
615,773 

0 
0 
0 
0 
0 

2,183,579 

2,183,579 
0 
0 

2,183,579 

140,043 
16,685 
19,984 

3,000 
24,643 
26,308 
85,428 
55,071 
34,135 

3,000 
9,428 

14,325 
11,228 

168,929 
13,260 
44,946 
31,083 
48,357 

182,786 
1,471,118 

Bill#: HB1018 

✓:ti!!,~ /0 !~ . 
';,/ 

Reporting Level: 00-601-200-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 
Requested Budget Recommended 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) l % Chg 

231,400 16.1% 1,668,206 231,400 16.1% 
36,612 28.2% 166,612 36,612 28.2% 
(1,000) (100.0%) 0 (1,000) (100.0%) 

(39,797) (6.5%) 575,976 (39,797) (6.5%) 
0 0.0% 0 75,345 100.0% 
0 0.0% 0 12,041 100.0% 
0 0.0% 0 20,189 100.0% 
0 0.0% 0 17,241 100.0% 
0 0.0% 0 40 100.0% 

227,215 10.4% 2,410,794 352,071 16.1% 

227,215 10.4% 2,410,794 352,071 16.1% 
0 0.0% 0 0 0.0% 
0 0.0% 0 0 0.0% 

227,215 10.4% 2,410,794 352,071 16.1% 

(1,718) (1.2%) 138,325 (1,718) (1.2%) 
0 0.0% 16,685 0 0.0% 

(5,289) (26.5%) 14,695 (5,289) (26.5%) 
0 0.0% 3,000 0 0.0% 
0 0.0% 24,643 0 0.0% 

(2,000) (7.6%) 24,308 (2,000) (7.6%) 
(10,000) (11.7%) 75,428 (10,000) (11.7%) 

(5,000) (9.1%) 50,071 (5,000) (9.1%) 
1,201 3.5% 35,336 1,201 3.5% 

0 0.0% 3,000 0 0.0% 
0 0.0% 9,428 0 0.0% 
0 0.0% 14,325 0 0.0% 

(4,800) (42.8%) 6,428 (4,800) (42.8%) 
17,278 10.2% 186,207 17,278 10.2% 
(9,260) (69.8%) 4,000 (9,260) (69.8%) 
1,800 4.0% 46,746 1,800 4.0% 
1,431 4.6% 32,514 1,431 4.6% 

15,000 31.0% 63,357 15,000 31.0% 
(5,209) (2.8%) 177,577 (5,209) (2.8%) 
24,500 1.7% 1,495,618 24,500 1.7% 

10:35:04 

Executive 
Recommendation 

2011-2013 

1,668,206 
166,612 

0 
575,976 

75,345 
12,041 
20,189 
17,241 

40 
2,535,650 

2,535,650 
0 
0 

2,535,650 

138,325 
16,685 
14,695 

3,000 
24,643 
24,308 
75,428 
50,071 
35,336 

3,000 
9,428 

14,325 
6,428 

186,207 
4,000 

46,746 
32,514 
63,357 

177,577 
1,495,618 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Commerce Administration 

Description 
Fees - Professional Services 
Total 

Operating Expenses 
General Fund 
Federal Funds 
Special Funds 
Total 

Capital Assets 
Equipment Over $5000 
Total 

Capital Assets 
General Fund 
Federal Funds 
Special Funds 
Total 

Discretionary Grants 
Professional Development 
Operating Fees and Services 
Grants, Benefits & Claims 
Total 

Discretionary Grants 
General Fund 
Federal Funds 
Special Funds 
Total 

North Dakota Trade Office 
Operating Fees and Services 
Grants, Benefits & Claims 
Total 

North Dakota Trade Office 
General Fund 

Expenditures 
Prev Biennium 

2007-2009 
1,061_,682 
3,031,172 

2,873,245 
0 

157,927 
3,031,172 

24,765 
24,765 

24,765 
0 
0 

24,765 

5,000 
10,000 

1,476,369 
1,491,369 

1,491,369 
0 
0 

1,491,369 

1,500,000 
0 

1,500,000 

1,500,000 

Present 
Budget 

2009-2011 
68,758 

2,472,515 

2,263,015 
9,500 

200,000 
2,472,515 

0 
0 

0 
0 
0 
0 

0 
0 

1,463,282 
1,463,282 

1,463,282 
0 
0 

1,463,282 

1,991,719 
72,281 

2,064,000 

2,064,000 

___________________ R_e_tu_r_n_t_oLe 
Date: 01/13/2011 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-200-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Exec11tive 
Requested Budget Recommended Recomm,endation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 
2,000 2.9% 70,758 2,000 2.9% 70,758 

19,934 0.8% 2,492,449 19,934 0.8% 2,492,449 

29,434 1.3% 2,292,449 29,434 1.3% 2,292,449 
(9,500) (100.0%) 0 (9,500) (100.0%) 0 

0 0.0% 200,000 0 0.0% 200,000 
19,934 0.8% 2,492,449 19,934 0.8% 2,492,449 

0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

(535,200) (36.6%) 928,082 (535,200) (36.6%) 928,082 
(535,200) (36.6%) 928,082 (535,200) (36.6%) 928,082 

(535,200) (36.6%) 928,082 (535,200) (36.6%) 928,082 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

(535,200) (36.6%) 928,082 (535,200) (36.6%) 928,082 

0 0.0% 1,991,719 561,281 28.2% 2,553,000 
0 0.0% 72,281 (72,281) (100.0%) 0 
0 0.0% 2,064,000 489,000 23.7% 2,553,000 

0 0.0% 2,064,000 489,000 23.7% 2,553,000 

!) 
J._ 



RECOMME TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Commerce Administration 

Federal Funds 
Special Funds 
Total 

Description 

Partner Programs 
Operating Fees and Services 
Fees - Professional Services 
Grants, Benefits & Claims 
Total 

Partner Programs 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Federal Funds 
E037 DOE2000 
Total 

Special Funds 
330 Economic Dev. Fund 330 
Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Biennium 

2007-2009 
0 
0 

1,500,000 

100,000 
0 
0 

100,000 

100,000 
0 
0 

100,000 

8,043,888 

7,885,961 

0 
0 

157,927 
157,927 

8,043,888 

11.01 

Return to' 

Date: 
Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-200-00-00-00-00-00000000 
Present 
Budget 

2009-2011 
0 
0 

2,064,000 

100,000 
950,000 
972,044 

2,022,044 

2,022,044 
0 
0 

2,022,044 

10,205,420 

9,995,920 _ 

9,500 
9,500 

200,000 
200,000 

10,205,420 

14.13 

2011-2013 
Requested 

lncr(Decr) I % Chg 
0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

(288,051) 

(278,551) 

0.0% 
0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

(2.8%) 

(2.8%) 

{9,500) (100.0%) 
(9,500) (100.0%) 

0 0.0% 
0 0.0% 

(288,051) (2.8%) 

0.04 0.3% 

Requested 
Budget 

2011-2013 
0 
0 

2,064,000 

100,000 
950,000 
972,044 

2,022,044 

2,022,044 
0 
0 

2,022,044 

9,917,369 

9,717,369 

0 
0 

200,000 
200,000 

9,917,369 

14.17 

2011-2013 
Recommended 

lncr(Decr) I % Chg 
0 0.0% 
0 0.0% 

489,000 23.7% 

100,000 100.0% 
0 0.0% 
0 0.0% 

100,000 4.9% 

100,000 4.9% 
0 0.0% 
0 0.0% 

100,000 4.9% 

425,805 4.2% 

435,305 4.4% 

(9,500) (100.0%) 
(9,500) (100.0%) 

0 0.0% 
0 0.0% 

425,805 4.2% 

0.04 0.3% 

Executive 
Recommendation 

2011--2013 
0 
0 

2,553,000 

200,000 
950,000 
972,044 

2,122,044 

2,122,044 
0 
0 

2,122,044 

10,631,225 

10,431,225 

0 
0 

200,000 
200,000 

10,631,225 

14.17 

7., 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Innovation and Strategic Initiatives 

Description 
Salaries and Wages 

Salaries - Permanent 
Temporary Salaries 
Overtime 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Rentals/Leases-Equip & Other 
Rentals/Leases - Bldg/Land 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 
Total 

Operating Expenses 
General Fund 

Expenditures 
Prev Biennium 

2007-2009 

227,689 
612 

4,363 
81,078 

0 
0 
0 
0 
0 

313,742 

313,742 
0 
0 

313,742 

9,120 
0 

148 
100 
210 

1,653 
4,017 
1,334 

94 
18,005 
6,280 
5,545 
5,416 
7,070 

308,551 
3,078 

370,621 

245,621 

Present 
Budget 

2009-2011 

294,985 
0 
0 

126,422 
0 
0 
0 
0 
0 

421,407 

421,407 
0 
0 

42_!,407 

42,710 
1,000 

0 
500 
500 

2,000 
500 

3,200 
0 

8,928 
6,237 

10,060 
5,000 

16,500 
955,099 

3,000 
1,055,234 

530,234 

Date: 
Bill#: HB1018 Time: 

Reporting Level: 00-601-250-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 
Requested Budget Recommended 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 

(793) (0.3%) 294,192 (793) (0.3%) 
0 0.0% 0 0 0.0% 
0 0.0% 0 0 0.0% 

(15,802) (12.5%) 110,620 (15,802) (12.5%) 
0 0.0% 0 13,371 100.0% 
0 0.0% 0 2,261 100.0% 
0 0.0% 0 4,366 100.0% 
0 0.0% 0 3,060 100.0% 
0 0.0% 0 10 100.0% 

(16,595) (3.9%) 404,812 6,473 1.5% 

(16,595) (3.9%) 404,812 6,473 1.5% 
0 0.0% 0 0 0.0% 
0 0.0% 0 0 0.0% 

(16,595) (3.9%) 404,812 6,473 1.5% 

(11,553) (27.0%) 31,157 (11,553) (27.0%) 
0 0.0% 1,000 0 0.0% 
0 0.0% 0 0 0.0% 
0 0.0% 500 0 0.0% 

200 40.0% 700 200 40.0% 
0 0.0% 2,000 0 0.0% 

2,500 500.0% 3,000 2,500 500.0% 
(1,600) (50.0%) 1,600 (1,600) (50.0%) 

0 0.0% 0 0 0.0% 
10,381 116.3% 19,309 10,381 116.3% 

2,413 38.7% 8,650 2,413 38.7% 
658 6.5% 10,718 658 6.5% 

0 0.0% 5,000 0 0.0% 
2,700 16.4% 19,200 2,700 16.4% 

(399,599) (41.8%) 555,500 (399,599) (41.8%) 
(600) (20.0%) 2,400 (600) (20.0%) 

(394,500) (37.4%) 660,734 (394,500) (37.4%) 

(19,500) (3.7%) 510,734 (19,500) (3.7%) 

Guide 
01113/2011 

10:35:04 

Executive 
Recommendation 

2011-2013 

294,192 
0 
0 

110,620 
13,371 
2,261 
4,366 
3,060 

10 
427,880 

427,880 
0 
0 

427,880 

31,157 
1,000 

0 
500 
700 

2,000 
3,000 
1,600 

0 
19,309 
8,650 

10,718 
5,000 

19,200 
555,500 

2,400 
660,734 

510,734 

~-



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Innovation and Strategic Initiatives 

Federal Funds 
Special Funds 
Total 

Grants 

Description 

Grants, Benefits & Claims 
Total 

Grants 
General Fund 
Federal Funds 
Special Funds 
Total 

Centers of Excellence Grants 
Fees - Professional Services 
Grants, Benefits & Claims 
Total 

Centers of Excellence Grants 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Special Funds 
330 Economic Dev. Fund 330 
Total 

Total Funding Sources 

Expenditures 
Prev Biennium 

2007-2009 
0 

125,000 
370,621 

0 
0 

0 
0 
0 
0 

0 
0 
0 

0 
0 
0 
0 

684,363 

559,363 

125,000 
125,000 

684,363 

Present 
Budget 

2009-2011 
0 

525,000 
1,()55,234 

1,000,000 
1,000,000 

1,000,000 
0 
0 

1,000,000 

50,000 
19,450,000 
19,500,000 

19,500,000 
0 
0 

19,500,000 

_ 21,976,641 

21,451,641 

525,000 
525,000 

21,976,641 

c._ __________________ R_e_tu_r_n_t_o ~e 

Date: 01/13/2011 
Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-250-00-00-00-00-00000000 
2011-2013 
Requested 

lncr(Decr) I % Chg 
0 

(375,000) 
(394,500) 

0 
0 

0 
0 
0 
0 

0.0% 
(71.4%) 
(37.4%) 

0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

(50,000) (100.0%) 
(19,450,000) (100.0%) 
(19,500,000) (100.0%) 

(19,500,000) (100.0%) 
0 0.0% 
0 0.0% 

(19,500,000) (100.0%) 

(19,911,095) (90.6%) 

(19,536,095) (91.1%) 

(375,000) (71.4%) 
(375,000) (71.4%) 

(19,911,095) (90.6%) 

Requested 
Budget 

2011-2013 
0 

150,000 
660,734 

1,000,000 
1,000,000 

1,000,000 
0 
0 

1,000,000 

0 
0 
0 

0 
0 
0 
0 

2,065,546 

1,915,546 

150,000 
150,000 

2,065,546 

2011-2013 
Recommended 

lncr(Decr) I % Chg 
0 

(375,000) 
(394,500) 

0 
0 

0 
0 
0 
0 

0.0% 
(71.4%) 
(37.4%) 

0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

(50,000) (100.0%) 
(6,450,000) (33.2%) 
(6,500,000) (33.3%) 

(6,500,000) (33.3%) 
0 0.0% 
0 0.0% 

(6,500,000) (33.3%) 

(6,888,027) (31.3%) 

(6,513,027) (30.4%) 

(375,000) (71.4%) 
(375,000) (71.4%) 

(6,888,027) (31.3%) 

Executive 
Recommendation 

2011-2013 
0 

150,000 
660,734 

1,000,000 
1.,000,000 

1,000,000 
0 
0 

1,000,000 

0 
13,000,000 
13,000,000 

13,000,000 
0 
0 

13,000,000 

15,088,614 

14,938,614 

150,000 
150,000 

15,088,614 

t _) 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Innovation and Strategic Initiatives 
Expenditures 

Prev Biennium 
Description 2007-2009 

FTE Employees 3.00 

Present 
Budget 

2009-2011 
3.00 

Date: 
Bill#: HB1018 Time: 

Reporting Level: 00-601-250-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 
Requested Budget Recommended 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 
0.00 0.0% 3.00 0.00 0.0% 

10:35:04 

Executive 
Recommendation 

2011-2013 
3.00 

I-, Li, 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: North Dakota Tourism 

Description 
Salaries and Wages 

Salaries - Permanent 
Temporary Salaries 
Overtime 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Food and Clothing 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Office Equip & Furn Supplies 
Insurance 
Rentals/Leases-Equip & Other 
Rentals/Leases - Bldg/Land 
Repairs 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 

Expenditures 
Prev Biennium 

2007-2009 

983,354 
59,678 
12,067 

348,528 
0 
0 
0 
0 
0 

1,403,627 

1,403,627 
0 
0 

1,403,627 

151,548 
2,758 
1,975 

365 
57,125 
13,273 

404,841 
694,532 

2,463 
0 

1,555 
2,900 

107,295 
189 

26,070 
35,024 
29,607 
52,956 

4,640,797 
934,342 

Present 
Budget 

2009-2011 

1,063,682 
45,000 

5,000 
455,863 

0 
0 
0 
0 
0 

1,569,545 

1,569,545 
0 
0 

1,569,545 

202,890 
2,000 
4,050 
1,150 

241,250 
16,000 

404,000 
688,300 

22,000 
12,000 

1,900 
5,200 

107,300 
1,500 

36,900 
40,000 
53,000 
65,500 

4,745,739 
1,033,650 

p Return to ~c 

Date: 01/13/2011 
Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-300-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

48,070 4.5% 1,111,752 48,070 4.5% 1,111,752 
12,720 28.3% 57,720 12,720 28.3% 57,720 
(5,000) (100.0%) 0 (5,000) (100.0%) 0 

(39,197) (8.6%) 416,666 (39,197) (8.6%) 416,666 
0 0.0% 0 50,529 100.0% 50,529 
0 0.0% 0 8,545 100.0% 8,545 
0 0.0% 0 16,012 100.0% 16,012 
0 0.0% 0 11,562 100.0% 11,562 
0 0.0% 0 31 100.0% 31 

16,593 1.1% 1,586,138 103,272 6.6% 1,672,817 

16,593 1.1% 1,586,138 103,272 6.6% 1,672,817 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

16,593 1.1% 1,586,138 103,272 6.6% 1,672,817 

(17,203) (8.5%) 185,687 (17,203) (8.5%) 185,687 
12,000 600.0% 14,000 12,000 600.0% 14,000 
(1,900) (46.9%) 2,150 (1,900) (46.9%) 2,150 

0 0.0% 1,150 0 0.0% 1,150 
(1,850) (0.8%) 239,400 (1,850) (0.8%) 239,400 
(1,500) (9.4%) 14,500 (1,500) (9.4%) 14,500 

(20,000) (5.0%) 384,000 (20,000) (5.0%) 384,000 
(10,650) (1.5%) 677,650 (10,650) (1.5%) 677,650 

(3,000) (13.6%) 19,000 (3,000) (13.6%) 19,000 
0 0.0% 12,000 0 0.0% 12,000 

(540) (28.4%) 1,360 (540) (28.4%) 1,360 
920 17.7% 6,120 920 17.7% 6,120 

5,176 4.8% 112,476 5,176 4.8% 112,476 
(56) (3.7%) 1,444 (56) (3.7%) 1,444 

5,600 15.2% 42,500 5,600 15.2% 42,500 
0 0.0% 40,000 0 0.0% 40,000 

8,403 15.9% 61,403 8,403 15.9% 61,403 
1,250 1.9% 66,750 1,250 1.9% 66,750 

47,350 1.0% 4,793,089 47,350 1.0% 4,793,089 
(24,000) (2.3%) 1,009,650 (24,000) (2.3%) 1,009,650 

;7 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: North Dakota Tourism 

Description 

Total 

Operating Expenses 
General Fund 
Federal Funds 
Special Funds 
Total 

Grants 
Grants. Benefits & Claims 
Total 

Grants 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Special Funds 
443 Department of Tourism Fund 443 
Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Biennium 

2007-2009 

7,159,615 

7,083,751 
0 

75,864 
7,159,615 

258,143 
258,143 

233,126 
0 

25,017 
258,143 

8,821,385 

8,720,504 

100,881 
100,881 

8,821,385 

11.00 

Present 
Budget 

2009-2011 

7,684,329 

7.321,329 
0 

363,000 
7,684,329 

2,315,800 
2,315,800 

2,315,800 
0 
0 

2,315,800 

11,569,674 

11,206,674 

363,000 
363,000 

11_,!;69,674 

10.75 

Return to 
Date: 

Bill#: HB1018 Time: "I0:35:04 

Reporting Level: 00-601-300-00-00-00-00-00000000 
2011-2013 Requested 
Requested Budget 

lncr(Decr) I % Chg 2011-2013 
0 0.0% 7,_684,329 

0 0.0% 7,321,329 
0 0.0% 0 
0 0.0% 363,000 
0 0.0% 7,684,329 

(2,100,000) (90.7%) 215,800 
(2,100,000) (90.7%) 215,800 

(2,100,000) (90.7%) 215,800 
0 0.0% 0 
0 0.0% 0 

(2,100,000) (90.7%) 215,800 

(2,083,407) (18.0%) 9,486,267 

_ (2,083,407) (18.6%) 9,123,267 

0 0.0% 363,000 
0 0.0% 363,000 

(2,083,407) (18.0%) 9,486,267 

0.00 0.0% 10.75 

2011-2013 
Recommended 

lncr(Decr) I % Chg 

0 0.0% 

0 0.0% 
0 0.0% 
0 0.0% 
0 0.0% 

(2,100,000) (90.7%) 
(2,100,000) (90.7%) 

(2,100,000) (90.7%) 
0 0.0% 
0 0.0% 

(2,100,000) (90.7%) 

(1,996,728) (17.3%) 

(1,996,728) (17.8%) 

0 0.0% 
0 0.0% 

(1,996,728) (17.3%) 

0.25 2.3% 

Executive 
Recommendation 

2011-2013 

7,684,329 

7,321,329 
0 

363,000 
7,684,329 

215,800 
215,800 

215,800 
0 
0 

215,800 

9,_572,946 

9,209,946 

363,000 
363,000 

9,572,946 

11.00 

g 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 
Program: ND Workforce Development 

Description 
Salaries and Wages 

Salaries - Permanent 
Temporary Salaries 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Food and Clothing 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Office Equip & Furn Supplies 
Insurance 
Rentals/Leases-Equip & Other 
Rentals/Leases - Bldg/Land 
Repairs 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 
Operating Budget Adjustment 

Expenditures 
Prev Biennium 

2007-2009 

437,252 
47,846 

151,053 
0 
0 
0 
0 
0 

636,151 

349,501 
286,650 

0 
636,151 

123,840 
6,255 
5,685 

760 
783 

10,158 
5,645 
1,999 
7,167 

630 
0 

1,315 
33,026 

0 
7,180 

10,211 
751 

55,335 
317,488 

7,133 
0 

Present 
Budget 

2009-2011 

568,563 
3,030 

243,670 
0 
0 
0 
0 
0 

815,263 

480,923 
334,340 

0 
815,263 

203,200 
3,665 
3,612 

0 
2,100 
5,186 
6,372 
9,729 

10,786 
4,172 

537 
1,872 

35,171 
800 

7,256 
6,764 
6,531 

38,568 
354,161 
253,107 

0 

Return to 
Date: 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-400-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

58,149 10.2% 626,712 58,149 10.2% 626,712 
65,454 2,160.2% 68,484 65,454 2,160.2% 68,484 
(9,176) (3.8%) 234,494 (9,176) (3.8%) 234,494 

0 0.0% 0 28,484 100.0% 28,484 
0 0.0% 0 4,816 100.0% 4,816 
0 0.0% 0 8,731 100.0% 8,731 
0 0.0% 0 6,519 100.0% 6,519 
0 0.0% 0 20 100.0% 20 

114,427 14.0% 929,690 162,997 20.0% 978,260 

16,355 3.4% 497,278 44,530 9.3% . 525,453 
98,072 29.3% 432,412 118,467 35.4% 452,807 

0 0.0% 0 0 0.0% 0 
114,427 14.0% 929,690 162,997 20.0% 978,260 

7,250 3.6% 210,450 7,250 3.6% 210,450 
0 0.0% 3,665 0 0.0% 3,665 

(55) (1.5%) 3,557 (55) (1.5%) 3,557 
0 0.0% 0 0 0.0% 0 

1,010 48.1% 3,110 1,010 48.1% 3,110 
4,700 90.6% 9,886 4,700 90.6% 9,886 

(800) (12.6%) 5,572 (800) (12.6%) 5,572 
(3,800) (39.1%) 5,929 {3,800) (39.1%) 5,929 
{2,200) (20.4%) 8,586 {2,200) (20.4%) 8,586 

0 0.0% 4,172 0 0.0% 4,172 
389 72.4% 926 389 72.4% 926 

2,100 112.2% 3,972 2,100 112.2% 3,972 
8,707 24.8% 43,878 8,707 24.8% 43,878 

(400) (50.0%) 400 (400) (50.0%) 400 
7,836 108.0% 15,092 7,836 108.0% 15,092 
7,765 114.8% 14,529 7,765 114.8% 14,529 

(2,188) (33.5%) 4,343 (2,188) (33.5%) 4,343 
2,246 5.8% 40,814 2,246 5.8% 40,814 

(49,213) (13.9%) 304,948 50,787 14.3% 404,948 
(40,200) (15.9%) 212,907 (40,200) (15.9%) 212,907 

0 0.0% 0 125,000 100.0% 125,000 

CJ 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 
Program: ND Workforce Development 

Expenditures 
Prev Biennium 

Description 2007-2009 

Total 595,361 

Operating Expenses 
General Fund 292,671 
Federal Funds 241,402 
Special Funds 61,288 
Total 595,361 

Grants 
Grants, Benefits & Claims 969,508 
Total 969,508 

Grants 
General Fund 0 
Federal Funds 948,174 
Special Funds 21,334 
Total 969,508 

Workforce Enhancement Fund 
Grants, Benefits & Claims 0 
Total 0 

Workforce Enhancement Fund 
General Fund 0 
Federal Funds 0 
Special Funds 0 
Total 0 

Economic Develop Initiatives 
Salaries - Permanent 86,184 
Fringe Benefits 27,349 
Travel 13,914 
Miscellaneous Supplies 130 
Postage 138 
Printing 657 
IT Equip Under $5,000 3,111 
Rentals/Leases-Equip & Other 160 
Rentals/Leases - Bldg/Land 4,230 

Present 
Budget 

2009-2011 
953,589 

388,645 
389,944 
175,000 
953,589 

1,000,000 
1,000,000_ 

0 
1,000,000 

0 
1,000,000 

1,000,000 
1,000,000 

1,000,000 
0 
0 

1,000,000 

0 
0 
0 
0 
0 
0 
0 
0 
0 

- Return to Le 
Date: 01/13/2011 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-400-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 
(56,853) (6.0%) 896,736 168,147 17.6% 1,121,736 

(2) 0.0% 388,643 224,998 57.9% 613,643 
(56,851) (14.6%) 333,093 (56,851) (14.6%) 333,093 

0 0.0% 175,000 0 0.0% 175,000 
(56,853) (6.0%) 896,736 168,147 17.6% 1,121,736 

200,000 20.0% 1,200,000 350,000 35.0% 1,350,000 
200,000 20.0% 1,200,000 350,000 35.0% ___ 1,350,000 

0 0.0% 0 150,000 100.0% 150,000 
200,000 20.0% 1,200,000 200,000 20.0% 1,200,000 

0 0.0% 0 0 0.0% 0 
200,000 20.0% 1,200,000 350,000 35.0% _ _!,350,000 

(1,000,000) (100.0%) 0 1,000,000 100.0% 2,000,000 
(1,000,000) (100.0%) 0 1,000,000 100.0% 2,000,000 

(1,000,000) (100.0%) 0 1,000,000 100.0% 2,000,000 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

(1,000,000) (100.0%) 0 1,000,000 100.0% ___±,000,000 

0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

/CJ 



RECOMMEIIITIATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: ND Workforce Development 

Description 
IT - Data Processing 
IT - Communications 
Professional Development 
Operating Fees and Services 
Total 

Economic Develop Initiatives 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Federal Funds 
A048 Workforce Development 
A060 WFD NDCNCS 
A066 WIA Talent Initiatives 
Total 

Special Funds 
330 Economic Dev. Fund 330 
Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Biennium 

2007-2009 
830 

2,294 
1,957 

600,082 
741,036 

741,036 
0 
0 

741,036 

2,942,056 

1,383,208 

218,203 
1,241,223 

16,800 
1,476,226 

82,622 
82,622 

2,942,056 

6.00 

Present 
Budget 

2009-2011 
0 
0 
0 
0 
0 

0 
0 
0 
0 

3,768,852 

1,869,568 

216,681 
1,507,603 

0 
1,724,284 

175,000 
175,000 

3,768,852 

6.00 

, Return to9! Guide 
Date: 01/13/2011 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-400-00-00-00-00-00000000 
2011-2013 
Requested 

lncr(Decr) I % Chg 
0 
0 
0 
0 
0 

0 
0 
0 
0 

(742,426) 

(983,647) 

15,982 
225,239 

0 
241,221 

0 
0 

(742,426) 

0.00 

0.0% 
0.0% 
0.0% 
0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

(19.7%) 

(52.6%) 

7.4% 
14.9% 
0.0% 

14.0% 

0.0% 
0.0% 

(19.7%) 

0.0% 

Requested 
Budget 

2011-2013 
0 
0 
0 
0 
0 

0 
0 
0 
0 

3,026,426 

885,921 

232,663 
1,732,842 

0 
1,965,505 

175,000 
175,000 

3,026,426 

6.00 

2011-2013 
Recommended 

lncr(Decr) I % Chg 
0 
0 
0 
0 
0 

0 
0 
0 
0 

1,681,144 

1,419,528 

21,876 
239,740 

0 
261,616 

0 
0 

1,681,144 

0.00 

0.0% 
0.0% 
0.0% 
0.0% 
0.0% 

0.0% 
0.0% 
0.0% 
0.0% 

44.6% 

75.9% 

10.1% 
15.9% 

0.0% 
15.2% 

0.0% 
0.0% 

44.6% 

0.0% 

Executive 
Recommendation 

2011-2013 
-
0 
0 
0 
0 
0 

0 
0 
0 
0 

5,449,996 

3,289,096 

238,557 
1,747,343 

0 
1,985,900 

175,000 
175,000 

5,449,996 

6.00 

I I 



----•--------------------RECOMMEND AT 1O N DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Return to - Guide 
'------------------D-at-e-,---~ 

Bill#: HB1018 Time: 10:35:04 

Program: Economic Development and Finance Reporting Level: 00-601-500-00-00-00-00-00000000 

Description 
Salaries and Wages 

Salaries - Permanent 
Temporary Salaries 
Overtime 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Office Equip & Furn Supplies 
Insurance 
Rentals/Leases-Equip & Other 
Rentals/Leases - Bldg/Land 
Repairs 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 
Total 

Expenditures 
Prev Biennium 

2007-2009 

1,495,350 
6,323 

17 
470,260 

0 
0 
0 
0 
0 

1,971,950 

1,421,344 
0 

550,606 
1,971,950 

191,393 
3,197 

73,036 
3,056 
9,538 
8,533 
3,713 
5,347 

689 
3,094 
3,623 

117,450 
150 

57,041 
24,317 
39,969 
97,004 
98,790 

6,268 
746,208 

Present 
Budget 

2009-2011 

1,656,732 
0 
0 

710,028 
0 
0 
0 
0 
0 

2,366,760 

1,724,399 
0 

642,361 
2,366,760 

305,397 
6,600 

98,719 
9,279 
9,184 

10,998 
6,882 

13,292 
0 

3,399 
3,106 

112,280 
0 

30,008 
26,420 
50,500 

118,800 
209,891 

22,700 
1,037,455 

2011-2013 
Requested 

lncr(Decr) I % Chg 

165,684 10.0% 
0 0.0% 
0 0.0% 

(97,650) (13.8%) 
0 0.0% 
0 0.0% 
0 0.0% 
0 0.0% 
0 0.0% 

68,034 2.9% 

64,969 3.8% 
0 0.0% 

3,065 0.5% 
68,034 2.9% 

6,943 2.3% 
1,400 21.2% 

(9,368) (9.5%) 
(3,000) (32.3%) 
(6,064) (66.0%) 
(1,835) (16.7%) 

0 0.0% 
(2,792) (21.0%) 

0 0.0% 
(939) (27.6%) 

1,654 53.3% 
(2,523) (2.2%) 

0 0.0% 
(2,225) (7.4%) 

270 1.0% 
2,650 5.2% 
4,100 3.5% 
6,576 3.1% 
(1,000) (4.4%) 
(6,153) (0.6%) 

Requested 2011-2013 Executive 
Budget Recommended Recommendation 

2011-2013 lncr(Decr) I % Chg 2011-2013 

1,822,416 165,684 10.0% 1,822,416 
0 0 0.0% 0 
0 0 0.0% 0 

612,378 (97,650) (13.8%) 612,378 
0 82,829 100.0% 82,829 
0 14,005 100.0% 14,005 
0 21,833 100.0% 21,833 
0 18,952 100.0% 18,952 
0 45 100.0% 45 

2,434,794 205,698 8.7% 2,572,458 

1,789,368 166,130 9.6% 1,890,529 
0 0 0.0% 0 

645,426 39,568 6.2% 681,929 
2,434,794 205,698 8.7% 2,572,458 

312,340 6,943 2.3% 312,340 
8,000 1,400 21.2% 8,000 

89,351 (9,368) (9.5%) 89,351 
6,279 (3,000) (32.3%) 6,279 
3,120 (6,064) (66.0%) 3,120 
9,163 (1,835) (16.7%) 9,163 
6,882 0 0.0% 6,882 

10,500 (2,792) (21.0%) 10,500 
0 0 0.0% 0 

2,460 (939) (27.6%) 2,460 
4,760 1,654 53.3% 4,760 

109,757 (2,523) (2.2%) 109,757 
0 0 0.0% 0 

27,783 (2,225) (7.4%) 27,783 
26,690 270 1.0% 26,690 
53,150 2,650 5.2% 53,150 

122,900 4,100 3.5% 122,900 

216,467 6,576 3.1% 216,467 
21,700 (1,000) (4.4%) 21,700 

1,031,302 (6,153) (0.6%) 1,031,302 

1.1 



ATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Economic Development and Finance 

Description 

Operating Expenses 
General Fund 
Federal Funds 
Special Funds 
Total 

ND Development Fund 
Grants, Benefits & Claims 
Total 

ND Development Fund 
General Fund 
Federal Funds 
Special Funds 
Total 

Economic Develop Initiatives 
IT Contractual Srvcs and Rprs 
Operating Fees and Services 
Fees - Professional Services 
Total 

Economic Develop Initiatives 
General Fund 
Federal Funds 
Special Funds 
Total 

Agric. Products Util. Comm. (APUC) 
Salaries - Permanent 
Fringe Benefits 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Miscellaneous Supplies 
Office Supplies 
Postage 

Expenditures 
Prev Biennium 

2007-2009 

746,160 
0 

48 
746,208 

3,000,000 
3,000,000_ 

3,000,000 
0 
0 

3,000,000 

15,000 
135,542 

30,000 
180,542 

142,798 
0 

37,744 
180,542 

192,336 
64,054 
29,073 

619 
1,058 

217 
980 
699 

Present 
Budget 

2009-2011 

969,911 
0 

67,544 
1,037,455 

1,299,700 
1,299,700 

1,299,700 
0 
0 

1,299,700 

0 
186,846 

0 
186,846 

186,846 
0 
0 

186,846 

200,241 
85,818 
33,000 

500 
600 

3,350 
1,000 
1,188 

Return to' Guide 
Date: 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-500-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

290 0.0% 970,201 290 0.0% 970,201 
0 0.0% 0 0 0.0% 0 

(6,443) (9.5%) 61,101 (6,443) (9.5%) 61,101 
(6,153) (0.6%) 1,031,302 (6,153) (0.6%) 1,031,302 

(1,299,700) (100.0%) 0 (899,700) (69.2%) 400,000 
(1,299,700) (100.0%) 0 (899,700) (69.2%) 400,000 

(1,299,700) (100.0%) 0 (899,700) (69.2%) 400,000 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

(1,299,700) (100.0%) 0 (899,700) (69.2%) 400,000 
.. 

0 0.0% 0 0 0.0% 0 
0 0.0% 186,846 0 0.0% 186,846 
0 0.0% 0 0 0.0% 0 
0 0.0% 186,846 0 0.0% 186,846 

0 0.0% 186,846 0 0.0% 186,846 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 186,846 0 0.0% 186,846 

2,167 1.1% 202,408 2,167 1.1% 202,408 
(12,090) (14.1%) 73,728 (12,090) (14.1%) 73,728 

1,460 4.4% 34,460 1,460 4.4% 34,460 
250 50.0% 750 250 50.0% 750 

1,400 233.3% 2,000 1,400 233.3% 2,000 
(850) (25.4%) 2,500 (850) (25.4%) 2,500 

1,000 100.0% 2,000 1,000 100.0% 2,000 
12 1.0% 1,200 12 1.0% 1,200 

I'/, 
I -



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Economic Development and Finance 

Description 
Printing 
IT Equip Under $5,000 
Rentals/Leases - Bldg/Land 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
IT - Data Processing 
IT - Communications 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 
Grants, Benefits & Claims 
Transfers Out 
Total 

Agric. Products Util. Comm. (APUC) 
General Fund 
Federal Funds 
Special Funds 
Total 

Equine Processing Study 
Travel 
Fees - Professional Services 
Total 

Equine Processing Study 
General Fund 
Federal Funds 
Special Funds 
Total 

Economic Development Grants 
Grants, Benefits & Claims 
Total 

Expenditures 
Prev Biennium 

2007-2009 
1,816 
3,298 

10,480 
0 
0 
0 
0 
0 

2,152 
4,673 
8,707 

412 
0 

1,717,641 
5,000 

2,043,215 

1,469,988 
70,078 

503,149 
2,043,215 

0 
0 
0 

0 
0 
0 
0 

50,000 
50,000 

Present 
Budget 

2009-2011 
5,000 
2,000 

10,277 
0 
0 
0 
0 
0 

5,852 
4,828 

15,000 
9,195 
5,000 

3,051,104 
0 

3,433,953 

2,145,669 
300,000 
988,284 

3,433,953 

2,000 
48,000 
50,000 

50,000 
0 
0 

50,000 

0 
0 

c.._ __________________ R_e_tu_n_1_t_0Le 
Date: 01/13/2011 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-500-00-00-00-00-00000000 
2011-2013 
Requested 

lncr(Decr) I % Chg 
(2,500) 
1,200 
1,723 

0 
0 
0 
0 
0 
0 
0 
0 

(3,695) 
0 

(699,116) 
0 

(709,039) 

(459,039) 
0 

(250,000) 
(709,039) 

(50.0%) 
60.0% 
16.8% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 
0.0% 

(40.2%) 
0.0% 

(22.9%) 
0.0% 

(20.6%) 

(21.4%) 
0.0% 

(25.3%) 
(20.6%) 

(2,000) (100.0%) 
(48,000) (100.0%) 
(50,000) (100.0%) 

(50,000) (100.0%) 
0 0.0% 
0 0.0% 

(50,000) (100.0%) 

0 0.0% 
0 0.0% 

Requested 
Budget 

2011-2013 
2,500 
3,200 

12,000 
0 
0 
0 
0 
0 

5,852 
4,828 

15,000 
5,500 
5,000 

2,351,988 
0 

2,724,914 

1,686,630 
300,000 
738,284 

2,724,914 

0 
0 
0 

0 
0 
0 
0 

0 
0 

2011-2013 Executive 
Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 
(2,500) (50.0%) 2,500 
1,200 60.0% 3,200 
1,723 16.8% 12,000 
8,538 100.0% 8,538 
1,444 100.0% 1,444 
2,912 100.0% 2,912 
1,954 100.0% 1,954 

5 100.0% 5 
0 0.0% 5,852 
0 0.0% 4,828 
0 0.0% 15,000 

(3,695) (40.2%) 5,500 
0 0.0% 5,000 

(699,116) (22.9%) 2,351,988 
0 0.0% 0 

(694,186) (20.2%) 2,739,767 

(444,186) (20.7%) 1,701,483 
0 0.0% 300,000 

(250,000) (25.3%) 738,284 
(694,186) (20.2%) 2,739,767 

(2,000) (100.0%) 0 
(48,000) (100.0%) 0 
(50,000) (100.0%) 0 

(50,000) (100.0%) 0 
0 0.0% 0 
0 0.0% 0 

(50,000) (100.0%) 0 

0 0.0% 0 

0 0.0% 0 

!!/ 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Economic Development and Finance 

Description 
Economic Development Grants 

General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Federal Funds 
A053 APUC Rural Business Enterp. Grants 
Total 

Special Funds 
224 Alcohol Motor Vehicle Fuel Fund 224 
330 Economic Dev. Fund 330 
Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Biennium 

2007-2009 

50,000 
0 
0 

50,000 

7,991,915 

6,830,290 

70,078 
70,078 

503,149 
588,398 

1,091,547 

7,991,915 

17.00 

Present 
Budget 

2009-2011 

0 
0 
0 
0 

8,374,714 

6,376,525 

300,000 
300,000 

988,284 
709,905 

1,698,189 

8,374,714 

16.84 

Return to' 

Date: 
Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-500-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 

(1,996,858) (23.8%) 6,377,856 (1,444,341 ) (17.2%) 6,9]0,373 

(1,743,480) (27.3%) 4,633,045 (1,227,466) (19.2%) 5,149,059 

0 0.0% 300,000 0 0.0% 300,000 
0 0.0% 300,000 0 0.0% 300,000 

(250,000) (25.3%) 738,284 (250,000) (25.3%) 738,284 
(3,378) (0.5%) 706,527 33,125 4.7% 743,030 

(253,378) (14.9%) 1,444,811 (216,875) (12.8%) 1,481,314 

(1,996,858) (23.8%) 6,377,856 (1,444,341) (17.2%) 6,930,373 

0.16 1.0% 17.00 0.16 1.0% 17.00 

I /:i 
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! Retumto~c 
RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 
Program: Division of Community Services 

Description 
Salaries and Wages 

Salaries - Permanent 
Temporary Salaries 
Overtime 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 
Total 

Operating Expenses 
Travel 
Supplies - IT Software 
Supply/Material-Professional 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Other Equip Under $5,000 
Office Equip & Furn Supplies 
Insurance 
Rentals/Leases-Equip & Other 
Rentals/Leases - Bldg/Land 
Repairs 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 

Expenditures 
Prev Biennium 

2007-2009 

1,690,416 
7,374 

953 
553,972 

0 
0 
0 
0 
0 

2,252,715 

851,074 
1,314,572 

87,069 
2,252,715 

147,148 
8,140 
9,216 
1,784 
4,367 

13,320 
12,933 
2,844 

67 
4,066 
2,085 
2,974 

98,055 
73 

61,121 
20,724 
19,725 
76,587 
62,100 

202,878 

Present 
Budget 

2009-2011 

1,999,832 
9,200 

0 
655,254 

0 
0 
0 
0 
0 

2,664,286 

1,160,657 
1,499,249 

4,380 
2,664,286 

199,227 
42,400 
16,101 
20,000 
12,128 
19,860 
28,360 
14,300 

0 
2,500 
2,684 

0 
93,450 

0 
34,100 
25,090 

2,000 
53,180 

339,046 
391,024 

Date: 0 /13/2011 
Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-600-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

(127,710) (6.4%) 1,872,122 (127,710) (6.4%) 1,872,122 
(9,200) (100.0%) 0 3,280 35.7% 12,480 

0 0.0% 0 0 0.0% 0 
2,276 0.3% 657,530 3,524 0.5% 658,778 

0 0.0% 0 83,429 100.0% 83,429 
0 0.0% 0 14,031 100.0% 14,031 
0 0.0% 0 24,936 100.0% 24,936 
0 0.0% 0 19,093 100.0% 19,093 
0 0.0% 0 45 100.0% 45 

(134,634) (5.1%) 2,529,652 20,628 0.8% 2,684,914 

(141,856) (12.2%) 1,018,801 (71,005) (6.1%) 1,089,652 
(108,607) (7.2%) 1,390,642 (31,013) (2.1%) 1,468,236 
115,829 2,644.5% 120,209 122,646 2,800.1% 127,026 

(134,634) (5.1%) 2,529,652 20,628 0.8% 2,684,914 

(18,020) (9.0%) 181,207 (17,335) (8.7%) 181,892 
(25,275) (59.6%) 17,125 (25,275) (59.6%) 17,125 

(5,288) (32.8%) 10,813 (5,288) (32.8%) 10,813 
11,500 57.5% 31,500 11,500 57.5% 31,500 
(1,278) (10.5%) 10,850 (1,168) (9.6%) 10,960 
(6,235) (31.4%) 13,625 (6,235) (31.4%) 13,625 
(1,400) (4.9%) 26,960 (1,400) (4.9%) 26,960 
(4,100) (28.7%) 10,200 (4,100) (28.7%) 10,200 

0 0.0% 0 0 0.0% 0 
6,800 272.0% 9,300 6,800 272.0% 9,300 
1,316 49.0% 4,000 1,316 49.0% 4,000 
3,000 100.0% 3,000 3,000 100.0% 3,000 
5,133 5.5% 98,583 5,133 5.5% 98,583 
1,020 100.0% 1,020 1,020 100.0% 1,020 

28,795 84.4% 62,895 28,795 84.4% 62,895 
(4,166) (16.6%) 20,924 (4,116) (16.4%) 20,974 
1,500 75.0% 3,500 1,500 75.0% 3,500 

(1,730) (3.3%) 51,450 (1,730) (3.3%) 51,450 
(38,040) (11.2%) 301,006 (32,275) (9.5%) 306,771 

(137,882) (35.3%) 253,142 (137,882) (35.3%) 253,142 

I[. 



TION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Division of Community Services 
Expenditures 

Prev Biennium 
Description 2007-2009 

Total 750,207 

Operating Expenses 
General Fund 169,256 
Federal Funds 513,931 
Special Funds 67,020 
Total 750,207 _ 

Capital Assets 
Equipment Over $5000 0 
Motor Vehicles 0 
IT Equip/Sftware Over $5000 0 
Total 0 

Capital Assets 
General Fund 0 
Federal Funds 0 
Special Funds 0 
Total 0 

Grants 
Grants, Benefits & Claims 35,132,965 
Transfers Out 813,463 
Total 35,946,428 

Grants 
General Fund 550,964 
Federal Funds 31,833,677 
Special Funds 3,561,787 
Total 35,946,428 

Federal Stimulus Funds - 2009 
Salaries - Permanent 0 
Temporary Salaries 0 
Overtime 0 
Fringe Benefits 0 
Travel 0 
Supplies - IT Software 0 

Present 
Budget 

2009-2011 

1,295,450 

412,977 
732,284 
150,189 

1,295,450 
--

25,000 
0 
0 

25,000 

0 
25,000 

0 
25,000 

69,695,258 
0 

69,695,258 

6,996,579 
56,499,679 

6,199,000 
69,695,258 

545,000 
80,000 

5,000 
196,000 

65,100 
15,100 

Return to· Guide 
Date: 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-600-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 
(184,350) (14.2%) 1,111,100 (177,740) (13.7%) 1,117,710 

(22,376) (5.4%) 390,601 (15,766) (3.8%) 397,211 
(57,780) (7.9%) 674,504 (57,780) (7.9%) 674,504 

(104,194) (69.4%) 45,995 (104,194) (69.4%) 45,995 
(184,350) (14.2%) 1,111,100 (177,740) (13.7%) 1,117,710 

4,018 16.1% 29,018 4,018 16.1% 29,018 
35,000 100.0% 35,000 35,000 100.0% 35,000 

6,000 100.0% 6,000 6,000 100.0% 6,000 
45,018 180.1% 70,018 45,018 180.1% 70,018 

0 0.0% 0 0 0.0% 0 
45,018 180.1% 70,018 45,018 180.1% 70,018 

0 0.0% 0 0 0.0% 0 
45,018 180.1% 70,018 45,018 180.1% 70,018 

(12,133,064) (17.4%) 57,562,194 (11,633,064) (16.7%) 58,062,194 
0 0.0% 0 0 0.0% 0 

(12,133,064) (17.4%) 57,562,194 (11,633,064) (16.7%) 58,062,194 

(6,531,579) (93.4%) 465,000 (6,031,579) (86.2%) 965,000 
(5,626,485) (10.0%) 50,873,194 (5,626,485) (10.0%) 50,873,194 

25,000 0.4% 6,224,000 25,000 0.4% 6,224,000 
(12,133,064) (17.4%) 57,562,194 (11,633,064) (16.7%) 58,062,194 

(545,000) (100.0%) 0 (545,000) (100.0%) 0 
(80,000) (100.0%) 0 146,800 183.5% 226,800 

(5,000) (100.0%) 0 (5,000) (100.0%) 0 
(196,000) (100.0%) 0 (173,320) (88.4%) 22,680 

(65,100) (100.0%) 0 (65,100) (100.0%) 0 
(15,100) (100.0%) 0 (15,100) (100.0%) 0 

!'7 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 
Program: Division of Community Services 

Description 
Supply/Material-Professional 
Miscellaneous Supplies 
Office Supplies 
Postage 
Printing 
IT Equip Under $5,000 
Other Equip Under $5,000 
Office Equip & Furn Supplies 
Rentals/Leases - Bldg/Land 
IT - Communications 
IT Contractual Srvcs and Rprs 
Professional Development 
Operating Fees and Services 
Fees - Professional Services 
Grants, Benefits & Claims 
Total 

Federal Stimulus Funds - 2009 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

General Fund 
Total 

Federal Funds 
E011 CDBG 1994 
E012 Home 1994 
E013 SEP Admin 2001 
E018 CSBG 2001 
E030 Shelter Plus Care 
E035 ESGP 2000 
E037 DOE2000 

Expenditures 
Prev Biennium 

2007-2009 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

38,949,350 

1,571,294 

10,038,332 
4,653,156 

594,208 
6,302,711 

533,435 
532,776 

6,225,013 

Present 
Budget 

2009-2011 
5,000 

100 
1,100 
1,000 

500 
9,000 

10,000 
2,000 

10,000 
6,000 

60,000 
10,200 

320,000 
10,000 

68,117,393 
69,468,493 

0 
69,468,493 

0 
69,468,493 

143,148,487 

8,570,213 

11,276,181 
7,393,541 
1,043,188 
6,849,494 

500,000 
521,699 

5,782,759 

~ Return to~c 
Date: 0 /13/2011 

Bill#: HB1018 Time: 10:35:04 

Reporting Level: 00-601-600-00-00-00-00-00000000 
2011-2013 
Requested 

lncr(Decr) I % Chg 
(5,000) (100.0%) 

(100) (100.0%) 
(1,100) (100.0%) 
(1,000) (100.0%) 

(500) (100.0%) 
(9,000) (100.0%) 

(10,000) (100.0%) 
(2,000) (100.0%) 

(10,000) (100.0%) 
(6,000) (100.0%) 

(60,000) (100.0%) 
(10,200) (100.0%) 

(320,000) (100.0%) 
(10,000) (100.0%) 

(68,117,393) (100.0%) 
(69,468,493) (100.0%) 

0 0.0% 
(69,468,493) (100.0%) 

0 0.0% 
(69,468,493) (100.0%) 

(81,875,523) (57.2%) 

(6,695,811) (78.1%) 

(21,381) (0.2%) 
25,531 0.3% 

(702,899) (67.4%) 
(40,577) (0.6%) 
(50,000) (10.0%) 
(34,115) (6.5%) 
43,033 0.7% 

Requested 
Budget 

2011-2013 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

61,272,964 

1,874,402 

11,254,800 
7,419,072 

340,289 
6,808,917 

450,000 
487,584 

5,825,792 

2011-2013 
Recommended 

lncr(Decr) I % Chg 
(5,000) (100.0%) 

(100) (100.0%) 
(1,100) (100.0%) 
(1,000) (100.0%) 

(500) (100.0%) 
(9,000) (100.0%) 

(10,000) (100.0%) 
(2,000) (100.0%) 

(10,000) (100.0%) 
(6,000) (100.0%) 

(60,000) (100.0%) 
(10,200) (100.0%) 

471,000 147.2% 
(10,000) (100.0%) 

(44,661,123) (65.6%) 
(44,971,743) (64.7%) 

0 0.0% 
(44,971,743) (64.7%) 

0 0.0% 
(44,971,743) (64.7%) 

(56,716,901) (39.6%) 

(6,118,350) (71.4%) 

(15,464) (0.1 %) 
40,972 0.6% 

(694,416) (66.6%) 
(40,577) (0.6%) 
(50,000) (10.0%) 
(32,701) (6.3%) 
48,123 0.8% 

Executive 
Recommendation 

2011-2013 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

791,000 
0 

23,456,270 
24,496,750 

0 
24,496,750 

0 
24,496,750 

86,431,586 

2,451,863 

11,260,717 
7,434,513 

348,772 
6,808,917 

450,000 
488,998 

5,830,882 

IS 



RECOMMENDATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 
Program: Division of Community Services 

Description 
E040 Homeless Mis Supportive Housing Pro 
E050 LHP 2000 
E053 SAA 
E056 IC 1999 
E061 Shopp Heating & Oil Prag. 
E064 EERE 
E065 CF&N 
E078 CDFD 1997 
E104 LHP EF 2003 
E 106 SEP Sp-Rebuild Amer 
E119 LHP Cooling 98 
E139 SSEP 
E 181 Community Services Block Grt. 
E189 SCSBG 
E309 SHPRP 
E379SDOEWX 
E901 SEECBG 
E902 SEEARP 
E903 SSGR 
Total 

Special Funds 
342 Intergovernmental Assist. Fund 342 
Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Bie·nnium 

2007-2009 
136,578 

2,449,574 
40 

424,097 
1,072 

15,278 
0 

93,828 
690,209 

19,776 
7,030 

27,574 
0 

98,157 
6,695 

812,641 
0 
0 
0 

33,662,180 

3,715,876 
3,715,876 

38,949,350 

17.99 

Return to Guide 
Date: 

Bill#: HB1018 Time: "10:35:04 

Reporting Level: 00-601-600-00-00-00-00-00000000 
Present 
Budget 

2009-2011 
135,682 

5,754,759 
0 

482,186 
6,064 

0 
30,000 

15,000,000 
2,837,780 

0 
1,270,000 

25,587,000 
142,879 

4,853,305 
2,571,000 

25,318,330 
9,990,000 

615,000 
263,858 

128~24,705 

6,353,569 
6,353,569 

2011-2013 
Requested 

lncr(Decr) I % Chg 
(128,847) 

(1,982) 
0 

38,690 
0 
0 
0 

(3,893,810) 
(37,780) 

0 
(1,270,000) 

(25,587,000) 
56,283 

(4,853,305) 
(2,571,000) 

(25,318,330) 
(9,990,000) 

(615,000) 
(263,858) 

(75,216,347) 

36,635 
36,635 

(95.0%) 
0.0% 
0.0% 
8.0% 
0.0% 
0.0% 
0.0% 

(26.0%) 
(1.3%) 
0.0% 

(100.0%) 
(100.0%) 

39.4% 
(100.0%) 
(100.0%) 
(100.0%) 
(100.0%) 
(100.0%) 
(100.0%) 
(58.7%) 

0.6% 
0.6% 

143,148,487 (81,875,523) (57.2%) 

17.28 (0.20) (1.2%) 

Requested 
Budget 

2011-2013 
6,835 

5,752,777 
0 

520,876 
6,064 

0 
30,000 

11,106,190 
2,800,000 

0 
0 
0 

199,162 
0 
0 
0 
0 
0 
0 

53,008,358 

6,390,204 
6,390,204 

2011-2013 
Recommended 

lncr(Decr) I % Chg 
(128,847) 

3,109 
0 

65,461 
0 
0 
0 

(3,892,630) 
(37,780) 

0 
(1,070,000) 

(16,587,000) 
64,490 

(4,853,305) 
(1,321,000) 

(16,218,330) 
(5,193,250) 

(615,000) 
(113,858) 

(50,642,003) 

43,452 
43,452 

(95.0%) 
0.1% 
0.0% 

13.6% 
0.0% 
0.0% 
0.0% 

(26.0%) 
(1.3%) 
0.0% 

(84.3%) 
(64.8%) 
.45.1 % 

(100.0%) 
(51.4%) 
(64.1%) 
(52.0%) 

(100.0%) 
(43.2%) 
(39.5%) 

0.7% 
0.7% 

61,272,964 (56,716,901) (39.6%) 

17.08 (0.20) (1.2%) 

Executive 
Recommendation 

2011-2013 
6,835 

5,757,868 
0 

547,647 
6,064 

0 
30,000 

11,107,370 
2,800,000 

0 
200,000 

9,000,000 
207,369 

0 
1,250,000 
9,100,000 
4,796,750 

0 
150,000 

77,582,702 

6,397,021 
6,397,021 

86,431,586 

17.08 

;q 



RECOMMENIJATION DETAIL BY PROGRAM 
601 Department of Commerce 
Biennium: 2011-2013 

Program: Division of Energy 

Description 
Division of Energy 
Salaries - Permanent 
Fringe Benefits 
Salary Increase 
Benefit Increase 
Health Increase 
Retirement Increase 
EAP Increase 
Operating Budget Adjustment 
Total 

Division of Energy 
General Fund 
Federal Funds 
Special Funds 
Total 

Total Expenditures 

Funding Sources 

Total 

Total Funding Sources 

FTE Employees 

Expenditures 
Prev Biennium 

2007-2009 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

0 

0.00 

Present 
Budget 

2009-2011 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

0 

0.00 

Return to Guide 

Date: 
Bill#: HB1018 Time: "10:35:04 

Reporting Level: 00-601-800-00-00-00-00-00000000 
2011-2013 Requested 2011-2013 Executive 
Requested Budget Recommended Recommendation 

lncr(Decr) I % Chg 2011-2013 lncr(Decr) I % Chg 2011-2013 

0 0.0% 0 264,000 100.0% 264,000 
0 0.0% 0 85,075 100.0% 85,075 
0 0.0% 0 11,999 100.0% 11,999 
0 0.0% 0 2,029 100.0% 2,029 
0 0.0% 0 2,911 100.0% 2,911 
0 0.0% 0 2,746 100.0% 2,746 
0 0.0% 0 6 100.0% 6 
0 0.0% 0 250,925 100.0% 250,925 
0 0.0% 0 619,691 100.0% 619,691 

0 0.0% 0 619,691 100.0% 619,691 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 0 0.0% 0 
0 0.0% 0 619,691 100.0% 619,691 

0 0.0% 0 619,691 100.0% 619,691 

0 0.0% 0 619,691 100.0% 619,691 

0 0.0% 0 619,691 100.0% 619,691 

0.00 0.0% 0.00 2.00 100.0% 2.00 

JO 
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CENTERS OF EXCELLENCE UPDATE AS OF JUNE 30, 2010 

Center Award 

COE Commission Appr0ved Centers 

National Energy Center of Excellence $3,000,000 

Center for Advanced Electronics 
$3,000,000 

Design and Manufacturing 

National Center for Hv.drogen 
$2,500,000 

Technology 

Dakota Center for Technology $450,000 
Optimized Agriculture $400,000 
Center for Agbiotechnology: Oilseed $2,000,000 
Development $1,500,000 

Center for Surface Protection 
$2,000,000 
$2,000,000 

Center of Excellence in Life Sciences 
$3,500,000 

and Advanced Technologies 

Unmanned Aircraft Systems Center $1,000,000 
of Excellence $1,500,000 
Enterprise Universltv $1,000,000 
Petroleum Safety and Technology 

$400,000 
Center 

Strom Center for Entrepreneurship 
$1,150,000 

and Innovation 

Center for lntegri:lted Electronic 
$2,050,000 

Systems 

SUNRISE BioProducts $2,950,000 

Petroleum Research, Education, & 
$3,000,000 

Entrepreneurshlo Center 

Center for Blopharmaceutlcal $2,000,000 

Research and Production $3,015,000 

COE for Passive Theraoeutlcs $2,650,000 

COE in Space Technology and 
$1,000,000 

Operations 

Entrepreneurial Center for 
$400,000 

Hortlculture 

Center for Advanced Technology 
$3,900,000 

Development and Commerclalizatlon 

Center for Sensors, Communications 
$2,800,000 

and Control 

Legislatively Annroved Centers 

Center for Innovation $800,000 
recti"nology Incubator $1,250,000 
Beef Systems Center of Excellence $800,000 

COE Enhancement Grants 

UAS Research, Education & Training 
$2,754,000 

Enhancement Grant 

Research 1 Expanson Enhancement 
$4,000,000 

Grant 

Materials and Nanotechnology 
$1,000,000 

Centre Enhancement Grant 

GFAFB Realignment Business 
$200,000 

Transition Enhancement Grant 

Total $59,969,0001 
Grand Total 

Approval 

Oates 

Budget 

Section 

12/15/2005 

12/15/2005 

12/15/2005 

12/15/2005 
10/30/2007 

3/8/2006 
10/30/2007 
3/8/2006 

10/30/2007 

3/8/2006 

3/8/2006 
10/30/2007 

3/8/2006 

3/8/2006 

6/14/2006 

9/25/2008 

9/25/2008 

9/25/2008 

9/25/2008 

12/8/2010 
9/25/2008 

9/25/2008 

9/25/2008 

6/22/2010 

6/22/2010 

NA 
NA 
NA 

COE 
Commission 

12/10/2009 

12/10/2009 

12/10/2009 

5/19/2010 

launch 

Date 

02/2006 

02/2006 

02/2006 

02/2006 
06/2010 

05/2006 

08/2009 
05/2006 
07/2008 

03/2007 

05/2006 
03/2008 
05/2006 

05/2006 

10/2006 

06/2009 

06/2009 

06/2009 

06/2009 

NA 
06/2009 

06/2009 

NA 

' 
NA 

01/2011 

01/2005 

03/2007 

10/2007 

06/2010 

01/2011 

NA 

NA 

Years of 

Operation 

4 

4 

4 

4 

4 

4 

3 

4 

4 

4 

3 

l 

l 

1 

l 

l 

l 

NA 

NA 

0 

5 

3 
2 

0 

0 

NA 

NA 

Private 

Sector 

100 

4 

0 

10 

0 

0 

6 

23 

64 

167 

159.5 

7 

0 

0 

0 

17.5 

0 

NA 

NA 

0 

179 
191 
NA 

0 

0 

NA 

NA 

Center 

1 

2 

28.6 

1 

5.75 

7 

9,95 

11 

0 

0 

0 

4 

10.2 

4.25 

l 

4.4S 

0 

NA 

NA 

0 

16 
0 

NA 

0 

0 

NA 

NA 

928 106.2 

1034.2 

Note: "Launch Date" means the date a center was Issued Its first dibursement of Centers of Excellence award funds . 

Note: "Years of Operation" means the number of full fiscal years a center,~as been in operation. 

Note: Job creation results reported above are duplicated. As of June 30, 2010, the total number of unduplicated jobs er 

Note: Center jobs_ are funded by a combination of Centers of Excellence, fl?deral, and Private funding. 

Note: In addition to jobs created, centers and their partners have employed interns and undergraduate and graduate st 

These positions are not included ln the job creation totals listed above. 

Note: The Beef Systems Center of Excellence did not report job creation totals. This center is not subject to N.D.C.C. § l 

the post-award monitoring requirements• see SB 2020 from the 2009 Legislative Session. 
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CENTERS OF EXCELLENCE PROGRAM 

2011-2013: $20 million 

$18 million 
(COE Fund) 

$2 million 
(Workforce Fund) 

I \ 
Entrepreneurship COE 

(business incubators) 

Up to $5 million 

Research COE 
(NDSU and UND) 

$13 million 

I \ 
Eminent Researcher 

Grants 
Infrastructure Grants 

Up to $3 million 

Up to $2 million 

\ 
Workforce COE 

(2-year colleges) 

$2 million 

1. The Ceotec of E,celleoce Cornrn;ss;oo o,ecsees the COE Food (pmposed at $18 rnnnoo). ~ J~ 
2. The Workforce COE Council oversees the Workforce Fund (proposed at $2 million). 2:_ ! ----. 
3. Unused funds for the Entrepreneurship COE, Eminent Researcher Grants and the Infrastructure Grants :::: ~ 

may be made available for Research COE Grants. R 
~ r 



- • Comparison of Centers of Excellence Proposals 

Proposed Program Formerly Known As/ Similar Program 

Research COE Centers of Excellence 

Infrastructure Grants COE Enhancement Grants 

Eminent Researcher Recruitment Grants N/A 
Entrepreneurship COE Technology-based Entrepreneurship Grants* 

Workforce COE Workforce Enhancement Grants 

* HB 1018 also includes $1 million for Technology-based Entrepreneurship Grants 

Total 

HB 1018 

Funding Level 

At least $8 million 

Up to $3 million 

Up to $2 million 

Up to $5 million 

$2 million 

$20 million 

" 
SB 2057 

Funding Level 

$10 million 

$4 million 

$2 million 

$5 million 

$2 million 

$23 million 

~ 
"2' 
~ 



Discussed Changes to House Bill No. 1018 '9t'0 / "1 f /5' (",l,~/i,,,1-IJ!,.wf fr / 
~. J1;2.0// 

Section 3 extends the expiration of financing to early childhood facilities from the Development Fund from July 31, 2011, to July 31, 2013. 

S&Gtkms 4 thrnugl-1 8 oxtoml tho expiration of tho contort of oxcellonco pro9ram froFR luly d1, 2Q11, to July d1, 2021 . 

• 
~~~~i~l,~l~~~~51~.}.~.~r.t __ ~.;q·a···kol~'.-qe~t~rfC~de·,.;:,ecti(?n',1~;-.~~~~~'.to;proyide an alternat.ive review me~h?cl~l~Q.Yc:';)_ll.10 .. r . ..t~. n.,rf!quiting.an annual 

'•,di! ~onfqenters\qf \B~~~Jten~e.: prqgr~~1s·::~rid;a,to··r~rnoy~ ;t~~j l1.1ntt·on?_t~~, amount available· f qr ,£!~LfTl..!~1~tr:~\!XSJc~p_e~s~s · f rom··,the centers of 
C0118n'Ce~fUrid. t-- •...•.. 

Section g chan§JOC tl::io f)urpsce ef U::ie cantors of oxcollonco f1,rnd to iAcludo imf.=)lomeAtin9 aAd a9miAistorin9 tho cantors 0f oxcolloAco, centers 
0f research oxcollonce, aAd ceAtOFS of oAtroweneuFShirJ oxcollenco flF9§Fams. 

Sections 10 and 33 reestablish the biofuel blender pump incentive program that expired on November -30, 2010. The program is to be 
administered by the Department of Commerce to provide cost-share grants up to $5,000 per pump to motor fuel retailers for the installation of 
biofuel.blender pumps and associated equipment at retail locations. Section 33 of House Bill No. 1018 establishes an expiration date of July 
31, 2013, for Section 10. 

SGG-t-ion 11 creates a Am.v chafl1er to Title 84 to establish a centers of research ei<calleAGe 9rant flrngraR'.1 anG-efA~rosoarcher recFblitmont 
§F8At pFO§f8"1. 

Section 12 amen_ds Section 54-44.5-09 to establish the office of renewable energy and efficiency within the Department of Commerce rather 
than in the Division of Community Services. 

Section 13 creates a new section to Chapter 54-60 to create an internship fund and provide a continuing appropriation. 

S-e-G-t-i-G-n--14-creates a neur section tg Gl:1aptor 54 60 te sreate a center£ r;:if enlrofJronoYrsl:1if.=J oxcellenco grants rJFDgram. 

Sections 15 through 17 amend SostioA 84 80 21 to mosta91ish tAo V,torl~forco enhancomor:it Council as the Centers of IMorkforco excoller:ico 
GOOHGih 

Sections 18, 19, and 22-through 24 allow unexpended amounts from the following 2009-11 biennium appropriations to continue into the 
2011-13 biennium: 

Agricultural Products Utilization Commission (2009 S.L., ch. 46, §1) 

Discretionary funds (line item 2009 S.L., ch. 46, §1) 

Technology-based entrepreneurship grant program (grants line item 2009 S.L., ch. 46, §1) 

Early childhood facility grants (2009 S.L., ch. 108, §6) 

Biofuel blender pump incentive program (2009 S.L., ch. 46, §§1 and 2) 

Sections 20 and 21 allow unexpended amounts from the following 2009-11 biennium appropriations to continue into the 2011-13 biennium and 
be transferred into the listed fund: 

Internships (operating expenses line item 2009 S.L., ch. 46, §1) transfers to the internship fund at the end of the 2011-13 biennium. 

Great' Plains·:A"ppliei:HEnergy;Reseaicli'.CenteL,(2009)S:L\;)cli:,4e, i§1 ).transfers .remaining:$5:million: to the centers of- excellence fund on 
June' 30,: 201,1 ,, for; the f pi.iiposf 'of :/irovi diilg\ fun cling' for ·°Ge_;,fefsY<>il,esroislfei<c al I de o i, 'a ~,ep;eriooF&lii;H>xseiloow-{up.le>-N 
ml\Hoo},a~Qjools. 

Sections 25 through 28 provide for the following transfers: 

25 Centers of 11,rorkierco excellence lino item in ~action 1 of ~9uso eill ~IG. 101 g \9 tho cantors of worl~forco excellence fun9. 

26 --Cenle[s.oLexcellence.line item'in Section .. 1 of Houso"Bill.No. 1018.to.the,centors,of,excellenceJund for the:purpose of iffif')emeRliA;J 
amk!dmlAiste;ingct~afe"ooiers·•of r-asearGl!:axdeiieAGe~gmi,\"i;.!(.u,i:.~1illieMe,..,,miAookesearohe,-rnGJ'\litmeR1-9raRls-)-amkentaro-<>f 
f866B~G,>il8f1G<J:l~ff!\&lF1:K>ilW""""'1t&, 
27 --W-GfkfGrGO--enAancoment ft:md t9 the centers of-wor-kfGffie-a~onca fun9. 

28 -North Dakota Development Fund line item ($400,000) in Section 1 of House Bill No. 1018 to the North Dakota Development Fund for 
the purpose of providing financing to early childhood facilities. 

Section 29 provides that the Department of Commerce may spend 70 percent of funding appropriated to the North Dakota Trade Office 
($2,553,000) without requiring matching funds from the Trade Office. Additional amounts may be spent only to the extent that the Trade Office 
provides $1 of matching funds from private or other public sources for each $1 provided by the department for the 2011-13 biennium. 

Se-G-t«m...JO-ollo•,i,•s tl:1e department 19 use up to $:;I million fFom tho-GGRtors of oxceller:ico fuml for cont-Of6--Gf-fewaFGA-e-xcellonce infrastructure 
!l"'fl\£ in the :lG11 13 IJieani""'· 

• 

section 31 provides $150,000 for providing grants to individuals seeking a child development associate credential (up to $1,200) in the 2011-
13 biennium. 

,ction 32 provides grants to early childhood facilities ($920,338) of up to $5,000 for infrastructure and $10,000 for technical assistance or a 
siness plan and requires $1 match for every $3 grant funds. 

Section 34 declares funding of $900,000 in the operating expenses line item in Section 1 relating to the Operation Intern program and Sections 
10, 13, and 21 are declared to be an emergency. 
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2. As a condition for receipt of funds under this chapter, a center shall agree to provide the 

board, foundation, and budget section of the legislative management with annual audits on all 

funds distributed to the center under this chapter. The annual audits must be provided until the 

completion of the commission's postaward monitoring of the center. As a condition for receipt of 

funds under this chapter, a center shall agree to provide the commission with the information 

necessary to monitor the postaward activities of the center. Instead of requiring annual audits 

under this subsection, the commission may require that the center be audited on all funds 

distributed to the center under this chapter at the halfway point of the postaward monitoring and 

at the end of the postaward monitoring and that for all other years during the postaward 

monitoring the center contract with an independent accountant for an agreed - upon procedures 

engagement. lf_2LcehtEfr•of ex"celle6~~\hEi$5Ei>:/5-"effded·substantially·all of thefunding from the 

depa"rtment,priorc'.to the nalfway,point:a,ifulJ;auait"is'required. A center may use funds distributed 

to the center under this chapter to pay for audits and agreed - upon procedures engagements 

required under this subsection. 

At a:rninimur11et~eind§lpenclent.au_diVfir[i19on_ducting;the agreed - upon procedures•engagement 

will conductjheJollowing steps and pr_cfvicle,related- comments in their report 

a. Verif.y.the accUrac;yofjcibs clairijed as created by the center of excellence, identifying 

private sector,,jobsJrom,jobs•cr~ated within,the university. 

b. Verify matching requirements in\North•Dakota Century Code 15-69-05 and any other 

matching requirement promulgated by the commission are met. 

c. Verify whether funding was used for infrastructure, to supplant funding for current 

operations or to pay indirect costs prohibited by North Dakota Century Code 15-69-05. 

d. Verify that the center of excellence met the timelines set forth in their application for 

funding and whether any chang'es were properly set forth in their functional review. 

e. Evaluate if the center of excellence's scope of activities matches the scope included in 

the application for funding if these are not the same, did the center of excellence identify 

this in their functional review. 

Review a reasonable sample of,expenditures and determine if they were properly 

approved, properly supported with documentation, and were made in accordance with 

the scope described in the application for funding. 



• 
g. Trace a sample of labor charged to the funding to supporting effort-reporting 

documentation. 

h. Review business incentive agreements, as defined in North Dakota Century Code 54-

60.1-02, provided a business and valued at $25,000 or more to report any noted 

instances of noncompliance with North Dakota Century Code 54.60.1. 

i. Include a comparison of the budget submitted with the centers application for funding to 

actual expenditures and provide an explanation of any significant differences. 



.I CHAPTER 15-69 
CENTERS OF EXCELLENCE 

15-69-01. (Effective through July 31, 2011) Definitions. In this chapter, unless the 
context otherwise requires: 

1. "Board" means the state b9ard of higher education. 

2. "Center" means a center of excellence relating to economic development which has 
been designated or named under this chapter. 

3. "Commission" means the centers of excellence commission. 

4. "Foundation" means the North Dakota economic development foundation. 

5. "Industry cluster" means one of the following industries: 

a. Advanced manufacturing; 

b. Energy; 

c. Information and technology; 

d. Tourism; 

e. Value-added agriculture; or 

f. An industry, including the aerospace industry, specifically identified by the 
department of commerce as an industry that will contribute to the gross state 
product. 

6. "Infrastructure" means new building construction or major building renovation. The 
term does not include a purchase of equipment or remodel of an existing building. 

15-69-02. (Effective through July 31, 2011) Centers of excellence. 

1. The board shall establish a centers of excellence program relating to economic 
development. Workforce may not be the primary need addressed by a center. 
Through the program the commission shall make funding award recommendations 
for commission-approved applications to the board, the foundation, the emergency 
commission, and the budget section of the legislative management. A center must 
be an institution of higher education under the control of the board or a nonprofit 
university-related or college-related foundation of an institution of higher education 
under the control of the board. In order to be considered for center designation, the 
institution of higher education or nonprofit foundation must be working in partnership 
with the private sector. In addition to any center designated under this chapter, the 
North Dakota state university center for technology enterprise and the university of 
North Dakota center for innovation are centers. 

2. A commission funding award recommendation must be for a specified amount. 
Designation of a center occurs upon board, foundation, and budget section approval 
of a commission funding award recommendation. In considering whether to 
designate a center, the board, foundation, and budget section may not modify the 
commission recommendation. The budget section may not take action on an 
original commission funding award recommendation until the emergency 
commission reviews the commission recommendation and makes a 
recommendation to the budget section. Upon receipt of a commission funding 

Page No. 1 



• 
award recommendation, the budget section shall approve the recommendation, 
reject the recommendation, or rerefer the recommendation to the commission with 
recommended modifications, If the commission receives a rereferred 
recommendation from the budget section, the commission shall determine whether 
to modify the recommendation or whether to retain the recommendation and provide 
additional information with the recommendation. 

a. If within thirty days of the budget section rereferring a recommendation the 
commission makes a determination of whether to modify the recommendation 
or to retain the recommendation and within the same thirty days the emergency 
commission meets to review the modified recommendation or the retained 
recommendation accompanied by additional information, the emergency 
commission shall approve or reject the recommendation. If within the thirty 
days following the budget section rereferral the emergency commission acts 
under this subdivision, the determination of the emergency commission is final 
and the recommendation is approved or rejected. 

b, If thirty days expire following the budget section's rereferral and the process 
under subdivision a is not completed timely, the commission shall submit to the 
budget section the modified recommendation or the retained recommendation. 
Upon receipt of the recommendation under this subdivision, the budget section 
shall approve or reject the recommendation. The budget section may not 
rerefer a recommendation received under this subdivision. 

3, A center that receives funds distributed under this chapter is not qualified to receive 
subsequent designations as a center until the biennium following the center's most 
recent designation. 

4. The board rules adopted under subsection 9 of section 15-10-17, relating to 
ownership of intellectual property, inventions, and discoveries, must address 
activities and issues unique to centers. 

15-69-03. (Effective through July 31, 2011) Centers of excellence commission. The 
centers of excellence commission consists of six members. The foundation shall appoint three of 
the 'foundation's members to serve on the commission and the board shall appoint three of the 
board's members to serve on the commission, The commission members shall designate a 
chairman and a vice chairman of the commission. Each member of the commission shall serve 
for a term of three years, beginning July first; may be reappointed for additional terms; and 
serves at the. pleasure of the appointing entity. If a commission member ceases to serve as a 
member ,oL_the appointing entity, .that member's membership on the commission ceases 
,immediately. and .the appointing entity.shall.appoint a new member for the remainder of the term. 

,.;/:E:I~;~:,,2.t, c;_~gi.r:1}i;!~!\lP n;ie~~~;S ~ust bf:;Staggered: . On a meeting-by-meeting basis, an 
.~aP.P.S!L~tl!:19 ~r.\!)YJJI)~y;~~b~t1t,Yt,~,,a,m~n;iRE:rRl,t.h~.t,f,!PPOl.1'.ltlng,ent1,ty to serve.in place of one of the 

· . regular.:,memberslappo1nted,by .that;ent1ty,.~lf:the.,comm1ss1on chairman and .vice chairman are 
:,1·_ ,.,.,.,.~k•7d-~,-~_,-'=i1"' ., •-·t··,· ,:,,,r·-•H;,-_,.,,,,.-:...-.,.1.. , .. •;,.,, • · ·· . 

;,1,;1113\JPTi~~:!),!;1J;'il,l.f'2r.E:/ipg, ,th£; C.O[l)T))~S!?l'!~.!Jl!'lmbers;.pre~ent.~t.~that imeettng shall select a 
·comm1ss1on1,memoer1to.serve.as"chairman'forthat.meeting, A comm1ss1on.member may receive 

,;ci,offip:~n~'~ij?_n;'clan~: 1tra\e(''.'ari,il ,.Eiiip~bse')reimbuisement from. the appointing entity The 
• q~p_artmen!'.l>.fccommerce,shall.prqvide ,tQe,com,m_i_ssion with appropriate staff services as may be 

·fecfuested:by;the'commissicin .. :,' . : ,. '·,: . , . 
,_., ,.·,.,, ~,, • ..,Id.,~~~-•••, . •~· -• . • , . ' 

,; . -~1:' !" 

15-69-04. (Effective through July 31, 2011) Application - Eligibility requirements . 
...... - • •. ,,-· ,.,-.,;,!<-.,,,._ .,~,1,~··•--·o,·· 

.,1., ,. Ihe. d~partn,e~\.,.9t;;~i5.m.Q:iei_r~~,-~hall provide cent.er application forms, accept 
· . applications, revie'C{,,appli~ations,for, completeness .and-compliance with board and 

. <?911'!TLr.~.iC/n1p~~c.:~,JC/W~(~,i,c.oJh/iJ~t~ appHc~tions:t(!_the commission in accordance 
~·,w1th;guidel1nes,estatil1shedi,bY,i,the comm1ss1on, .and. assist with preaward reviews 

,,:)an~.'.P,,0Stfw,{~'fctjq,q\!filLog'as.[Tl,~-y be,requested tjy the commission, No more than 
,, .. ;,iwo ,1RPJi.9~.tJ,q~~[P~rcainH~i§f{\(n institution of higher education under the control of 
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the board may be submitted to the department of commerce for each round of 
center.funding. 

2. The commission shall meet as necessary to review all complete applications: 
consider the potential need for independent, expert review of complete applications: 
approve or disapprove complete applications: make funding award 
recommendations for commission-approved proposed centers: direct the 
department of commerce to distribute funds to the centers: monitor centers for 
compliance with award requirements: review changes in assertions made in center 
applications: and conduct,postaward monitoring of centers. 

3. In considering whether to approve or disapprove an application, the commission 
shall determine whether the applicant has conducted the due diligence necessary to 
put together a viable proposal, the commission shall determine whether the 
applicant has provided information in the application which clearly outlines how the 
matching fund requirement will be met, and the commission shall consider whether 
the·center will: 

a. Use university or college research to promote private sector job growth and 
expansion of knowledge-based industries or use university or college research 
to promote the development of new products, high-tech companies, or skilled 
jobs in this state: 

b. Create high-value private sector employment opportunities in this state: 

c. Provide for public-private sector involvement and partnerships: 

d. Leverage other funding, including cash from the private sector: 

e. Increase research and development activities that may involve federal funding 
from the national science foundation experimental program to stimulate 
competitive research: 

f. Foster and practice entrepreneurship; 

g. Promote the commercialization of new products and services in industry 
clusters: 

h. Become financially self-sustaining: and 

i. Establish and meet a deadline for acquiring and expending all public and 
private funds specified in the application. 

4. In considering whether to approve an application, the commission may provide for 
an independent, expert review of the application to determine whether the proposed 
center is viable and whether the proposed center is likely to have the desired 
economic impact. As necessary, the commission may contract for additional 
technical review of applications. The commission may not approve an application 
unless the commission determines the proposed center has a high likelihood of 
viability and success in positively impacting economic development in the state. 

5. For no fewer than six years and no more than ten years following center designation, 
the commission shall monitor the center's activities in order to determine whether 
the center is having the desired economic impact. 

15-69-05. (Effective through July 31, 2011) Use of funds - Terms of funds -
Distribution of funds. 
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1. A center shall use funds awarded under this chapter to enhance capacity and 
leverage state, federal, and private sources of funding. A center awarded funds 
under this chapter may not use the funds for infrastructure, to supplant funding for 
current operations or academic instructions, or to pay indirect costs . 

2. As a condition for receipt of funds under this chapter, a center shall agree to provide 
the board, foundation, and budget section of the legislative management with annual 
audits on all funds distributed to the center under this chapter. The annual audits 
must be provided until the completion of the commission's postaward monitoring of 
the center. As a condition for receipt of funds under this chapter, a center shall 
agree to provide the commission with the information necessary to monitor the 
postaward activities of the center. 

3. Before the commission directs the department of commerce to distribute funds 
awarded under this chapter, the center shall provide the commission with detailed 
documentation of private sector participation and the availability of two dollars of 
matching funds for each dollar of state funds to be distributed under this chapter. Of 
the two dollars of matching funds, at least one dollar must be cash, of which at least 
fifty cents must be from the private sector. The matching funds may include funds 
facilitated through the collaboration of the private sector participants with other 
funding entities. The noncash matching funds may include in-kind assets with 
itemized value. Private sector participation may be established through equity 
investments or through contracts for services with private sector entities. In making 
funding recommendations· and designation determinations, the commission, board, 
foundation, and budget section shall give major consideration to the portion of the 
matching funds provided in cash by the private sector. 

4. The commission shall direct the department of commerce to distribute the funds 
awarded under this chapter in disbursements consistent with the center's budget and 
timeframe outlined in the approved award. The commission may not direct 
distribution of funds under this chapter if there are no private sector partners 
participating or if the statutorily required matching funds are not available . 

5. If, before funds are distributed by the department of commerce, a center undergoes 
a change in the terms of or assertions made in its application, the commission may 
direct that the department of commerce withhold all or a portion of any undistributed 
funds pending commission review of the changes. 

6. The commission may use funds appropriated for the centers of excellence program 
to pay for the commission's administrative expenses, which may include contracting 
for independent, expert reviews-of complete applications and centers of excellence 
forums. The amount oUunds the commission uses each biennium for administrative 
expenses may not exceed two and one-half percent of the funds appropriated for the 
program-tt:iat,biennium. i; 

. ·1;-:Jr,'i'.f• ,,,:~·.rr':\¥.H-1:· ;";·J:H :if.,., . 
. 15-69-06, Centers of-excellence fund - .. Continuing appropriation. The centers of 

excellence fund is a .special :fund in·,the ,state treasury. All moneys in ·the centers of excellence 
.funcl,are.,appropriated to the department of commerce on a continuing basis for the purpose of 
.implementing and .administering this chapter. Interest earned on moneys in the fund must be 
credited-to the fund . 
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1. Items which could be included in the legislation that would be required to be 
included in "agreed upon procedures engagements". 

"At a minimum the independent audit firm conducting the agreed upon 
procedures engagement will conduct the following steps and comment on them 
in their report: 

a) Verify the accuracy of jobs claimed as created by the center of excellence 
through their functional reviews or any other form of reporting. These job 
created totals should be specifically presented in the agreed upon 
procedures report identifying those private sector jobs separately from 
those created within the university. 

j___//-CO b) Determine whether all matching requirements listed in NDCC 15-69-05 
(including in-lieu of cash contributions and in-kind contributions) and any 
other matching requirements promulgated by the Centers of Excellence 
Commission were met and are properly supported; 
Determine whether any of the funding was used for infrastructure, to 
supplant funding for current operations or to pay indirect costs prohibited 
by ND 15-69-05; 

d) Evaluate whether the center of excellence met timelines set forth in their 
application for funding and whether any changes were properly set forth in 
their functional review; 

e) Evaluate if the center of excellence's scope of activities matches the 
scope included in the application for funding. If these are not the same, did 
the center of excellence identify this in their functional review; 

f) Review a reasonable sample of expenditures and determine if they were 
properly approved, properly supported with documentation and were 
made in accordance with the scope described in the application for 
funding; 

g) Trace a sample of labor charged to the funding to supporting effort­
reporting documentation; 

/s 1/W h) Review business incentive agreements (as defined in NDCC Chapter 54-
60.1-02) provided to a business and valued at $25,000 or more to report 
any noted instances of noncompliance with Chapter NDCC 54-60.1 and; 

i) Include a comparison of budget (submitted with application for funding) 
and actual expenditures and an explanation of any significant differences. 

Note: This language or similar language could be inserted into the bill which will 
require all agreed upon procedures engagements at a minimum to include the 
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above steps. The current agreed upon engagements include many of these steps 
already. Including these into statute would ensure that future engagements 
continue to include this work. 

2. Lines 14-17 require a full audit pe completed at the halfway point and at the end 
of the post award monitoring period (6-10 years). A concern with this is that 
center of excellence may expend all of the funding awarded within the first couple 
of years. Therefore it's possible the center of excellence would not receive a 
complete audit until years after the funding has been expended which would 
appear to limit the usefulness of the audit. 

A suggestion would be to require an audit when the center of excellence has 
expended substantially all of the funding from the Department of Commerce. 
Thus if center of excellence expended substantially all of the funding awarded by 
the Department of Commerce by year 2 of existence, a full audit would be 
required to be obtained at the end of year 2 rather than an agreed upon 
procedures engagement. If the legislature and the Department of Commerce feel 
that a full audit should also be completed at the end of the post award monitoring 
period, that part of the bill language could remain the same. 

3. Lines 17-18. It appears the language allows the center of excellence to use funds 
distributed to the center to pay for audits, but it doesn't say that the funds can be 
used to pay for agreed upon procedures engagements. The language should be 
changed to allow for payment for those types of engagements also. 

h 



• 

• 

HB1018- Section 8 
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2. As a condition for receipt of funds under this chapter, a center shall agree to provide the 

board, foundation, and budget section of the legislative management with annual audits on all 

funds distributed to the center under this chapter. The annual audits must be provided until the 

completion of the commission's postaward monitoring of the center. As a condition for receipt of 

funds under this chapter, a center shall agree to provide the commission with the information 

necessary to monitor the postaward activities of the center. Instead of requiring annual audits 

under this subsection, the commission may require that the center be audited on all funds 

distributed to the center under this chapter at the halfway point of the postaward monitoring and 

at the end of the postaward monitoring and that for all other years during the postaward 

monitoring the center contract with an independent accountant for an agreed - upon procedures 

engagement. If a center of excellence has expended substantially all of the funding from the 

department prior lo the halfway point a full audit is required. A center may use funds distributed 

to the center under this chapter to pay for audits and agreed - upon procedures engagements 

required under this subsection. 

At a minimum the independent audit firm conducting the agreed - upon procedures engagement 

will conduct the following steps and provide related comments in their report: 

a. Verify the accuracy of jobs claimed as created by the center of excellence, identifying 

private sector jobs from jobs created within the university. 

b. Verify matching requirements in North Dakota Century Code 15-69-05 and any other 

matching requirement promulgated by the commission are met. 

c. Verify whether funding was used for infrastructure, to supplant funding for current 

operations or to pay indirect costs prohibited by North Dakota Century Code 15-69-05. 

d. Verify that the center or excellence met the timelines set forth in their application for 

funding and whether any changes were properly set forth in their functional review. 

e. Evaluate if the center of excellence's scope of activities matches the scope included in 

the application for funding if these are not the same, did the center of excellence identify 

this in their functional review. . 

f. Review a reasonable sample of expenditures and determine if they were properly 

approved, properly supported With documentation, and were made in accordance with 

the scope described in the application for funding. 
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g. Trace a sample of labor charged to the funding to supporting effort-reporting 

documentation. 

h. Review business incentive agreements, as defined in North Dakota Century Code 54-

13Q, 1;-02_, provided a business ancl valued at $25,000 or more to report any noted 

inst_ar:ices of nonco!Jlpliance with,North Dakota Century Code 54.60.1. 

i. lncl_ude a comparison of the budget submitted with the centers application for funding to 

actual expenditures and provide an explanation of any significant differences. 
' 
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CHAPTER 15-69 
CENTERS OF EXCELLENCE 

15-69-01. (Effective through July 31, 2011) Definitions. In this chapter, unless the 
context otherwise requires: 

1. "Board" means the state board of higher education. 

2. "Center" means a center of excellence relating to economic development which has 
been designated or named under this chapter. 

3. "Commission" means the centers of excellence commission. 

4. "Foundation" means the North Dakota economic development foundation. 

5. "Industry cluster" means one of the following industries: 

a. Advanced manufacturing; 

b. Energy; 

c. Information and technology; 

d. Tourism; 

e. Value-added agriculture; or 

f. An industry, including the aerospace industry, specifically identified by the 
department of commerce as an industry that will contribute to the gross state 
product. 

6. "Infrastructure" means new building construction or major building renovation. The 
term does not include a purchase of equipment or remodel of an existing building. 

15-69-02. (Effective through July 31, 2011) Centers of excellence. 

1. The board shall establish a centers of excellence program relating to economic 
development. Workforce may not be the primary need addressed by a center. 
Through the program the commission shall make funding award recommendations 
for commission-approved applications to the board, the foundation, the emergency 
commission, and the budget section of the legislative management. A center must 
be an institution of higher education under the control of the board or a nonprofit 
university-related or college-related foundation of an institution of higher education 
under the control of the board. In order to be considered for center designation, the 
institution of higher education or nonprofit foundation must be working in partnership 
with the private sector. In addition to any center designated under this chapter, the 
North Dakota state university center for technology enterprise and the university of 
North Dakota center for innovation are centers. 

2. A commission funding award recommendation must be for a specified amount. 
Designation of a center occurs upon board, foundation, and budget section approval 
of a commission funding award recommendation. In considering whether to 
designate a center, the board, foundation, and budget section may not modify the 
commission recommendation. The budget section may not take action on an 
original commission funding award recommendation until the emergency 
commission reviews the commission recommendation and makes a 
recommendation to the budget section. Upon receipt of a commission funding 
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award recommendation, the budget section shall approve the recommendation, 
reject the recommendation, or rerefer the recommendation to the commission with 
recommended modifications. If the commission receives a rereferred 
recommendation from the budget section, the commission shall determine whether 
to modify the recommendation or whether to retain the recommendation and provide 
additional information with the recommendation. 

a. If within thirty days of the budget section rereferring a recommendation the 
commission makes a determination of whether to modify the recommendation 
or to retain the recommendation and within the same thirty days the emergency 
commission meets to review the modified recommendation or the retained 
recommendation accompanied by additional information, the emergency 
commission shall approve or reject the recommendation. If within the thirty 
days following the budget section rereferral the emergency commission acts 
under this subdivision, the determination of the emergency commission is final 
and the recommendation is approved or rejected. 

b. If thirty days expire following the budget section's rereferral and the process 
under subdivision a is not completed timely, the commission shall submit to the 
budget section the modified recommendation or the retained recommendation. 
Upon receipt of the recommendation under this subdivision, the budget section 
shall approve or reject the recommendation. The budget section may not 
rerefer a recommendation received under this subdivision. 

3. A center that receives funds distributed under this chapter is not qualified to receive 
subsequent designations as a center until the biennium following the center's most 
recent designation. 

4. The board rules adopted under subsection 9 of section 15-10-17, relating to 
ownership of intellectual property, inventions, and discoveries, must address 
activities and issues unique to centers. 

15-69-03. (Effective through July 31, 2011) Centers of excellence commission. The 
centers of excellence commission consists of six members. The foundation shall appoint three of 
the foundation's members to serve on the commission and the board shall appoint three of the 
board's members to serve on the commission. The commission members shall designate a 
chairman and a vice chairman of the commission. Each member of the commission shall serve 
for a term of three years, beginning July first; may be reappointed for additional terms; and 
serves at the pleasure of the appointing entity. If a commission member ceases to serve as a 
member of the appointing entity, that member's membership on the commission ceases 
immediately and the appointing entity shall appoint a new member for the remainder of the term. 
Terms of commission members must be staggered. On a meeting-by-meeting basis, an 
appointing entity may substitute a member of that appointing entity to serve in place of one of the 
regular members appointed by that ·entity. If the commission chairman and vice chairman are 
not present at a meeting, the commission members present at that meeting shall select a 
commission member to serve as chairman for that meeting. A commission member may receive 
compensation and travel and expense reimbursement from the appointing entity. The 
department of commerce shall provide the commission with appropriate staff services as may be 
requested by the commission. 

15-69-04. (Effective through July 31, 2011) Application - Eligibility requirements. 

1. The department of commerce shall provide center application forms, accept 
applications, review applications for completeness and compliance with board and 
commission policy, forward complete applications to the commission in accordance 
with guidelines established by the commission, and assist with preaward reviews 
and postaward monitoring as may be requested by the commission. No more than 
two applications per campus of an institution of higher education under the control of 
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the board may be submitted to the department of commerce for each round of 
center funding . 

2. The commission shall meet as necessary to review all complete applications; 
consider the potential need for independent, expert review of complete applications; 
approve or disapprove complete applications; make funding award 
recommendations for commission-approved proposed centers; direct the 
department of commerce to distribute funds to the centers; monitor centers for 
compliance with award requirements; review changes in assertions made in center 
applications; and conduct postaward monitoring of centers. 

3. In considering whether to approve or disapprove an application, the commission 
shall determine whether the applicant has conducted the due diligence necessary to 
put together a viable proposal, the commission shall determine whether the 
applicant has provided information in the application which clearly outlines how the 
matching fund requirement will be met, and the commission shall consider whether 
the center will: 

a. Use university or college research to promote private sector job growth and 
expansion of knowledge-based industries or use university or college research 
to promote the development of new products, high-tech companies, or skilled 
jobs in this state; 

b. Create high-value private sector employment opportunities in this state; 

c. Provide for public-private sector involvement and partnerships; 

d. Leverage other funding, including cash from the private sector; 

e. Increase research and development activities that may involve federal funding 
from the national science foundation experimental program to stimulate 
competitive research; 

f. Foster and practice entrepreneurship; 

g. Promote the commercialization of new products and services in industry 
clusters; 

h. Become financially self-sustaining; and 

i. Establish and meet a deadline for acquiring and expending all public and 
private funds specified in the application. 

4. In considering whether to approve an application, the commission may provide for 
an independent, expert review of the application to determine whether the proposed 
center is viable and whether the proposed center is likely to have the desired 
economic impact. As necessary, the commission may contract for additional 
technical review of applications. The commission may not approve an application 
unless the commission determines the proposed center has a high likelihood of 
viability and success in positively impacting economic development in the state. 

5. For no fewer than six years and no more than ten years following center designation, 
the commission shall monitor the center's activities in order to determine whether 
the center is having the desired economic impact. 

15-69-05. (Effective through July 31, 2011) Use of funds - Terms of funds -
Distribution of funds. ·1 

' ' " 
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1. A center shall use funds awarded under this chapter to enhance capacity and 
leverage state, federal, and private sources of funding. A center awarded funds 
under this chapter may not use the funds for infrastructure, to supplant funding for 
current operations or academic instructions, or to pay indirect costs. 

2. As a condition for receipt of funds under this chapter, a center shall agree to provide 
the board, foundation, and budget section of the legislative management with annual 
audits on all funds distributed to the center under this chapter. The annual audits 
must be provided until the completion of the commission's postaward monitoring of 
the center. As a condition for receipt of funds under this chapter, a center shall 
agree to provide the commission with the information necessary to monitor the 
postaward activities of the center. 

3. Before the commission directs the department of commerce to distribute funds 
awarded under this chapter, the center shall provide the commission with detailed 
documentation of private sector participation and the availability of two dollars of 
matching funds for each dollar of state funds to be distributed under this chapter. Of 
the two dollars of matching funds, at least one dollar must be cash, of which at least 
fifty cents must be from the private sector. The matching funds may include funds 
facilitated through the collaboration of the private sector participants with other 
funding entities. The noncash matching funds may include in-kind assets with 
itemized value. Private sector participation may be established through equity 
investments or through contracts for services with private sector entities. In making 
funding recommendations and designation determinations, the commission, board, 
foundation, and budget section shall give major consideration to the portion of the 
matching funds provided in cash by the private sector. 

4. The commission shall direct the department of commerce to distribute the funds 
awarded under this chapter in disbursements consistent with the center's budget and 
timeframe outlined in the approved award. The commission may not direct 
distribution of funds under this chapter if there are no private sector partners 
participating or if the statutorily required matching funds are not available. 

5. If, before funds are distributed by the department of commerce, a center undergoes 
a change in the terms of or assertions made in its application, the commission may 
direct that the department of commerce withhold all or a portion of any undistributed 
funds pending commission review of the changes. 

6. The commission may use funds appropriated for the centers of excellence program 
to pay for the commission's administrative expenses, which may include contracting 
for independent, expert reviews of complete applications and centers of excellence 
forums. The amount of funds the commission uses each biennium for administrative 
expenses may not exceed two and one-half percent of the funds appropriated for the 
program that biennium. 

15-69-06. Centers of excellence fund - Continuing appropriation. The centers of 
excellence fund is a special fund in the state treasury. All moneys in the centers of excellence 
fund are appropriated to the department of commerce on a continuing basis for the purpose of 
implementing and administering this chapter. Interest earned on moneys in the fund must be 
credited to the fund . 
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I 2009-11 Appropriation 2011-13 Executive Budget Recommendation 

General Federal Special Federal Special 

Division Program Area Grants Required Match Loans Fund Funds Funds Total General Fund Funds Funds Total 

Administration 
Portner Programs 

Small Business Development Centers X 00 767,044 767,044 767,044 767,044 

Center for Technology and Business/Rural TechnoloRV X 00 205,000 205,000 205,000 205,000 

Office of Innovation and Entrepreneurship 

Centers of Excellence X yes 19,500,000 19,500,000 13,000,000 2 13,000,000 

Technology-based entrepreneurship grant program ' 00 1,000,000 1,000,000 1,000,000 1,000,000 

North Dakota Trade Office ' yes 2,064,000 2,064,000 2,553,000 2,553,000 

Discretionary Funds 

Partners in Marketing ' yes 250,000 250,000 250,000 250,000 

Tourism Infrastructure Grants ' yes 50,000 50,000 50,000 50,000 

Project/Grant funds ' varies 628,083 628,083 628,082 628,082 

fTourism 

USS Bismarck X no 100,000 100,000 

Lewis and Clark Foundation X yes 1,500,000 1,500,000 

Theodore Roosevelt Medora Foundation ' yes 500,000 500,000 

Marketiniz Grants ' yes 165,800 165,800 165,800 165,800 

Tourism Infrastructure Grants ' yes 50,000 50,000 50,000 50,000 

Workforce Development 

AmeriCorps ' ye, 1,000,000 1,000,000 1,200,000 1,200,000 

Early Childhood Education 

Child Development Certification Grants ' 00 150,000 150,000 

Workforce Enhancement Grants (Workforce Centers of Excellence) 

Workforce Enhancement Fund ' yes 1,000,000 1,000,000 2,000,000 2,000,000 

Economic Development 

Economic Development Initiatives 

Tourism Infrastructure Grants ' yes 50,000 50,000 50,000 50,000 

North Dakota Development Fund 

Childcare Services Development 

Childcare loan Program X 1,250,000 1,250,000 400,000 400,000 

Agriculture Products Utilization Commission ' yes 1,303,781 300,000 550,000 ' 2,153,781 1,313,704 300,000 738,284 ' 2,351,988 

Community Services 

Community Development ' yes 840,000 34,080,000 5,000,000 39,920,000 840,000 29,910,000 5,000,000 35,750,000 

Office of Renewable Energy and Energy Efficiency ' yes 6,031,579 15,643,421 1,175,000 22,850,000 14,179,500 1,200,000 15,379,500 

Self-Sufficiency 

Communitv Service Block Grant (CSBG) X 00 125,000 6,776,258 24,000 6,925,258 125,000 6,783,694 24,000 6,932,694 

1A/cohol Motor Vehicle Fuel Fund 

2 Governors recommendation does not appropriate special funds for Centers of Excellence but instead aurhorizes carryover authority of 5,000,000 



:. ·• Prepared by the Legislative l."taf 
for House Appropriations - Education ar 
Environment Division 

February 14, 2011 

LISTING OF PROPOSED CHANGES TO HOUSE BILL NO. 1018 

Department - Department of Commerce 

Proposed funding changes: General Special 
FTE Fund Funds Total 

Description 
Add funding for tourism infrastructure grants (Approved by Committee) $1,000,000 $1,000,000 

2 Add funding for a Minot Air Force Base Re-alignment grant (Approved by Committee) $250,000 $250,000 

3 Remove funding for centers of excellence (Approved by Committee) ($13,000,000) ($13,000,000) 

ti4SP,ro'vide)runoiiig~g@n!!P.r.ogram\tojrepla'ce1GifritersjofiExeiillen'.ee>i/ti&¥ • $ W&&r11$#%ff~?/§j?.!To}be;aete'"rmined'.'J';4!/,,4',t$f~ 

5 Add funding for the recruitment, training, and retention of childcare service providers to 
provide grants pursuant to: NDCC 50-11.1-14.1 (Approved by Committee) 

Total proposed funding changes 

$3,615,759 

($8,134,241) 10 

$3,615,759 

($8,134,241 l 
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Others_ • changes: 

3 Remove sections 4, 5, 9, 11, 14, 15, 16, 17, 25, 27 and 30 relating to centers of excellence {Approved by Committee) 

4 Approve amendment 11.8160.1002 relating to centers of excellence (Approved by Committee) 

5 Amend Section 21 to re-allocate Great Plains Applied Energy Research Center funding as follows {Approved by Committee): 
$ 600,000 Acquisition of Anti-Ballistic Missile {ABM) site at the Stanley R. Mickelson Safeguard Complex {SRMSC) in Nekoma 

6 Amend Section 10 to permit costs associated with the piping system and storage components of biofuel blender pumps eligible for cost-share grants. (Approved 

by Committee) 

7 Re-allocate funding for the recruitment, training, and retention of childcare service providers to provide grants pursuant to: NDCC 50-11.1-14.1 (Approved by 

Committee) 
Section 28 - Development loan Fund 
Section 32 - Grants for early childhood facili~ies 
Section 31- Child Development 
Section 12 - Division of Energy 
Section 21- Re-allocate Great Plains Applied Energy Research Center funding 

$ 

$ 

150,000 
400,000 
150,000 
619,241 

65,000 
1,384,241 
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February 7 , 2011 

LISTING OF PROPOSED CHANGES TO HOUSE BILL NO. 1018 

Department - Department of Commerce 

Proposed funding changes: 

Description 
Add funding for tourism infrastructure grants (Approved by Committee) 

2 Add funding for a Minot Air Force Base Re-alignment grant (Approved by Committee) 

3 Remove funding for centers of excellence 

4 aProvidefunding for a grant program to replace Centers of Excellence 

5 Add funding for the recruitment, training, and retention of childcare service providers 

Total proposed funding changes 

General 
FTE Fund 

$1,000,000 

$250,000 

($13,000,000) 

($11,750,000) 

Special 
Funds 

To be determined. 

To be determined. 

$0 

Total 

$1,000,000 

$250,000 

($13,000,000) 

($11,750,000) 
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• • • Other proposed changes: 

1 Add a section to create a new section to NDCC Chapter 54-60 relating to innovation 2020 awards (HB 1058) (Approved by Committee) 

Innovation 2020 award. 

1. The department may administer the innovation 2020 award program to provide proof f - o f - concept funding to a qualified entrepreneur to assist in moving a new technology from academia into 

the commercialization cycle. 
2. _The following provisions apply to an award under this section: 
a. An applicant must be an individual who is associated with a North Dakota institution of higher education as a student, an employee, or other relationship the department may authorize. 
b. The applicant must have an early - stage technology with high commercial potential. 
c. The department shall establish the qualified uses of funds received under this section. 
d. As a term for receipt of funds under this section, the recipient shall agree to the department's repayment terms equal to two times the amount of the award. 
e. The department's repayment terms may include the department taking an equity position in, providing a Joan to, or using any other innovative financing mechanism to provide the funds to the 
recipient. The terms of repayment may be oonditioned on the new technology becoming income-generating. 

f. An award under this section may not exceed fifty thousand dollars. A recipient may not receive more than one award under this section. 
g. An award under this section is not a business incentive under chapter 54. 60.1. 

2 Add a section to create a new section to NDCC Chapter 10-30.5 relating to a technology award grant program (HB 1059) (Approved by Committee) 

Technology award equity investment program. 
1. Tf:!e. corporation may administer a technology award equity investment program that provides matching equity investments to technology.based businesses. 
2. The following provisions apply to technology award equity investments: 
a. An applicant must: 
1. Be a North Dakota business that is at the startup stage; 
2. Be a primary sector business in the technology field; and 
3. Have a legal structure that was established following comprehensive vetting, development of proof of concept, and a completed business plan. 
b. Before funds are distributed under this section, the recipient shall provide the corporation with detailed documentation of the availability of two dollars of angel fund investment matching funds for 
each dollar of state funds distributed under this section. Matching funds must come from a North Dakota angel fund certified under section 57•38·01 .26 must be cash, and may not be in - kind assets 

c. An equity investment under this section may not exceed fifty thousand dollars. A recipient may not receive more than one award under this section. 
d. An award equity investment under this section is not a business incentive under chapter 54 - 60.1. 

3 Remove sections 4, 5, 9, 11, 14, 15, 16, 17, 25, 27 and 30 relating to centers of excellence (Approved by Committee) 
*Section 7 and 26 may also be removed 

4 Other centers of excellence changes: 
Amend Section 8 to incorporate State Auditor's Office suggestions and to continue Subsection 5 of Section 7 for monitoring purposes 

5 Amend Section 21 to re-allocate Great Plains Applied Energy Research Center funding as follows (Approved by Committee): 
$ 4,335,000 National Energy Center of Excellence on Bismarck State College- Workfloor 
$ 600,000 Acquisition of Anti-Ballistic Missile (ABM) site at the Stanley R. Mickelson Safeguard Complex (SRMSC) in Nekoma 

6 Amend Section 10 to permit costs associated with the piping system and storage components of biofuel blender pumps eligible for cost-share grants. 
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February 9, 201 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1018 

Page 1, line 1, remove the third "the" 

Page 1, line 2, after "enact" insert "section 15-69-07," 

Page 1, line 3, after the second "to" insert "the centers of excellence program," 

Page 1, line 6, remove "15-69-02, 15-69-03," 

Page 1, line 6, remove "15-69-06," 

Page 1, line 9, after the first semicolon insert "to repeal chapter 15-69 of the North Dakota 
Century Code, relating to the centers of excellence program;" 

Page 2, line 3, replace "Centers of workforce excellence" with 'Workforce enhancement grants" 

Page 2, remove line 6 

Page 2, line 11, replace "$37,051,658" with "$24,051,658" 

Page 2, line 11, replace "$134,724,431"'with "$121,724,431" 

Page 2, line 13, replace "$18,083,191" with "$5,083,191" 

Page 2, line 13, replace "$46,089,494" with "$33,089,494" 

Page 2, line 20, replace "Transfer to centers of workforce excellence fund" with 'Workforce 
enhancement grants" 

Page 2, line 29, replace "13,000,000" with "O" 

Page 3, line 2, replace "$40,792,088" with "$27,792,088" 

Page 3, line 4, replace "$16,295,338'' with "$3,295,338" 

Page 5, remove lines 8 through 29 

Page 6, remove lines 1 through 31 

Page 7, remove lines 1 through 31 

Page 8, remove lines 1 through 30 

Page 9, remove lines 1 through 31 

Page 10, remove lines 1 through 31 

Page 11, replace lines 1 through 1 O with: 

"SECTION 4. AMENDMENT. Section 15-69-01 of the North Dakota Century 
Code is amended and reenacted as follows: 

15-69-01. (liffestive tllraugll July 31, 2011) Definitions. 

In this chapter, unless the context otherwise requires: 
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• 
1. 

2 . 

3. 

4. 

5. 

&., 

"Board" means the state board of higher education. 

"Center'' means a center of excellence relating to economic development 
which has been designated or named under this chapter. 

"Commission" means the centers of excellence commission. 

"Department" means the department of commerce. 

"Foundation" means the North Dakota economic development foundation. 

"IRelustry eluster" meaRs eRe ef !Re fellewiR§ iRelustries: 

a:- AelvaReeel maRufaeturiR§; 

a,, EReF§y; 

&. IRfeFR'lalieR aRel teeRRele§y; 

a,. Tourism; 

e, Value aeleleel a§rieulture; er 

f, AR iRelustry, iRelueliRg !Re aeresr:iaee iRelustry, sr:ieeifieally ieleRtifieel by 
!Re eler:iartmeRI ef eemmeree as aR iRelustry !Rat will eeRlribute le !Re 
§FOSS state f)feeluet. 

6. "Infrastructure" means new building construction or major building 
renovation. The term does not include a purchase of equipment or remodel 
of an existing building. 

SECTION 5. AMENDMENT. Section 15-69-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

15-69-04. (Effeeti,;e tRF8UIJR July 31, 2011 l ApplieatieR Eligibility 
FeEfUiFemeRtsCenters of excellence program. 

+. The department of commerce shall 13re•1iele eeRter apf)lioatieR farms, 
aeoefll BflfllieatieRs, review af)r:ilioatieRs fer eemf)leteRess aRel oemf)liaRoe 
witR bearel aRel eemmissieR flSlioy, ferwarel oem13lete Bf3fllioatieRs le !Re 
eofl!lfl!lission iA aooordanoe 1A1itR §1:Jidelines establisRed b)• the eommissian, 
aRel assist witi'l 13reawarel re•1iews aRel 13estawarel meRileriR§ as may be 
requesteel by !Re oemmissieR. Ne mere ti'laR !we a1313lioatieRs 13er oam13us 
ef aR iRstitutieR ef Ri§Ref eeluoalieR uReler !Re oeRtrel ef !Ro bearel may be 
submitteel te !Ro ele13artmoRI ef oemmeroe fer eaoR rouRel ef oeRleF 
fuReliR§. 

~ TRe oemmissieR si'lall meet as Reeessary le review all oem13leto 
a13131ioalieRs; eeRsieler !Ro r:ieteRtial Reeel fer iRele13eREleRt, elE13ert review af 
oem13lete a13131ioatieRs; af)13re11e er elisa1313revo oem13lete a1313liealieRs; make 
luReliR§ aware reoemmeRelatieRs fer oemmissieR a1313reveel 13ro13oseel 
eeRters; airest !Re eler:iartmeRI ef eemmeree teadminister the centers of 
excellence program: distribute funds to the centers; monitor centers for 
compliance with award requirements; review changes in assertions made 
in center applications; and conduct postaward monitoring of centers. 
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& IA soRsiseriRg whether to approve or sisappro•;e aR applisatioR, the 
SOFRFRissioR shall seterFRiRe whether the applieaRt has soRsustes the sue 
siligeRse Resessary to put together a vial:lle proposal, the soFRFRissioR shall 
setermiRe whether the applisaRI has pro•;ises iRferFRatioR iR the 
applisalioR whisl'I slearly oulliRes how the FRatsl'liRg fuRs requireFReRI will 
l:le FRO!, ORS the SOFRFRissioR shall SORSiser whetl'ler ll'le 60RIOF will: 

~ Use uRi•,•ersily or eollege researeh to proFRote pri>;ate sestor jol:l 
growth ORS OllPORSiOR of IIRO'Nlesge eases iRsustries OF use URi•;ersity 
or eollege researeh to proFRole tl'le sevelopFReRt of Rew prosusts, 
higl'I teeh soFRpaRies, or sl1illes joss iR this state; 

I➔.. Create high value private seslor eFRployFReRt opportuRilies iR this 
slate; 

e, PFOl,'iSC for pul:llie pri,•ate sestor iRYOIYCFRCRt ORS partRCFShips; 

Eh Le•;erage other fuRsiRg, iRslusiRg sash froFR the private sestor; 

e, IRerease researel'I aRs sevelopFReRt aslivities tl'lat FRay iR•;ol•;e feseral 
fuRsiRg froFR the RalioRal seieRSC fouRsatioR CllpCFiFReRlal prograFR to 
stim1:Jlate OOFAJ3etitive researeR; 

f, Foster ORS praslise CRlreprCRCUFShip; 

@, ProFRote the soFRFRereializatioR of Rew prosusts aRs servises iR 
iRsustry elusters; 

Ir. BeeoFRe fiRaRsially self sustaiRiRg; aRs 

i, E;stal:llish ORS FReet a seasliRe for aequiriRg ORS OllPORSiRg all pul:llie 
aRs private fuRss speeifies iR the applisatioR. 

4- IA soAsiseriRg wl'lether to appro•;e aR applieatioR, the eoFRFRissioA FRay 
proviso for aR iRsepeRseRI, eicpert review of tRe appliealioR to seterFRiRe 
whether tRe proposes eeRter is vial:lle aRs wRether the proposes eeAler is 
likely to have the sesires eeoRoFRie iFRpasl. /\s Aesessary, tRe eoFRFRissioR 
FRay eoRtrasl for assitioRal teshAieal review of applieatioRs. The 
SOFRFRissioA FRay ROI appro·,·e BA applieatioA URless the 60FRFRissioA 
setermiRes !Re proposes seRter Ras a higR lil1elihooet of vial:lility aRs 
suesess iR posifr,ely iFRpaetiRg eseRoFRie sevelopFRCRI iA the state. 

&.- For AO fewer thaA Sil( years ORS AO FROFC thaA !CA years follo•,YiRg 60Ater 
sesigAalioA, the soFRFRissioA sRall FRORitor the seAler's astivities iR orser to 
seterFRiAe whether the SOAter is haviAg the sesires C60AOFRi6 iFRpasl. 

SECTION 6. AMENDMENT. Section 15-69-05 of the North Dakota Century 
Code is amended and reenacted as follows: 

15-69-05. {E;ffeative through July 31, 2011) Use of funds - Terms of funds -
Distribution of funds. 

1. A center shall use funds awarded under this chapter to enhance capacity 
and leverage state, federal, and private sources of funding. A center 
awarded funds under this chapter may not use the funds for infrastructure, 
to supplant funding' for current operations or academic instructions, or to 
pay indirect costs. 
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2. As a condition for receipt of funds under this chapter, a center shall agree 
to provide the board, foundation, and budget section of the legislative 
management with annual audits on all funds distributed to the center under 
this chapter. The annual audits must be provided until the completion of 
the eeFAFAissieR'sdepartment's postaward monitoring of the center. As a 
condition for receipt of funds under this chapter, a center shall agree to 
provide the commission with the information necessary to monitor the 
postaward activities of the center. Effective on the effective date of this Act, 
the department shall assume ttie postaward monitoring duties previously 
fulfilled by the commission and the center shall provide the department, 
rather than the commission, with the information necessary to monitor the 
postaward activities of the center. 

3. Before the eeFAFAissieA diFeots Ueie department of commerce le 
dislFiButedistributes funds awarded under this chapter, the center shall 
provide the oeFAFAissieAdepartment with detailed documentation of private 
sector participation and the availability of two dollars of matching funds for 
each dollar of state funds to be distributed under this chapter. Of the two 
dollars of matching· funds, at least one dollar must be cash, of which at 
least fifty cents must be from the private sector. The matching funds may 
include funds facilitated through the collaboration of the private sector 
participants with other funding entities. The noncash matching funds may 
include in-kind assets with itemized value. Private sector participation may 
be established through equity investments or through contracts for 
services with private sector entities. IA FAal1iA!l fuAdiA§ moeFAFAeAdatieRs 
aAd desi§AalieA deleFFAiAalieAS, !Re 68FAFAissieA, Beard, feuAdalieA, aRd 
BUd§el seotieA sRall §ive FAajer oeRsideratieA ta the J)ertieA of !Re FAatohiRg 
fuAdS J)rovided iA eash BY !Re J)rivate sealer. 

4. The ooFAFAissioA shall direst !Re department of commerce teshall distribute 
the funds awarded under this chapter in disbursements consistent with the 
center's budget and timeframe outlined in the approved award. The 
ooFAFAissioAdepartment may not direct distribution of funds under this 
chapter if there are· no private sector partners participating or if the 
statutorily required matching funds are not available. 

5. If, before funds are distributed by the department of commerce, a center 
undergoes a change in the terms of or assertions made in its application, 
tho ooFAFAissioR FAay direst !Rat !Re department of commerce may withhold 
all or a portion of any undistributed funds pending oeFAFAissioRdepartment 
review of the changes. 

6. The ooFAFAissieRdepartment may use fund~ aJ)JlF0J)Fiated loFavailable 
within the centers of excellence JlFOQFaFAfund to pay for the 
ooFAFAissioA'sdcpartment's administrative expenses, wRieR FAay iAolude 
00AtraotiAg feF iAdeJ)eAdeAI, elEJ)erl Feviews el 00FAJ)lete aJ)J)lioatieAS aRd 
oeAters el eimelleAoe feFuFAsrelated to this program. TRe aFAouRt of luRds 
!Re ooFAFAissioA uses eaoR BieAAiUFA for adFAiAistrative e1EJleAses FAay Roi 
ClEoeed two aAd OAe Ralf J)ereeAI of !Re fuAds aJ)JlFOJ)riated loF !Re JlFograFA 
!Ra! BieAAiUFA." 

Page 11, after line 18, insert: 
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• 
"SECTION 8. Section 15-69-07 of the North Dakota Century Code is created 

and enacted as follows: 

15-69-07. Centers of excellence postaward monitoring. 

1. For no fewer than six years and no more than ten years following center 
designation. the department shall monitor a center"s activities in order to 
determine whether the center is having the desired economic impact. 

2. Instead of requiring annual audits under subsection 2 of section 15-69-05. 
the department may require that the center be audited on all funds 
distributed to the center under this chapter at the halfway point of the 
postaward monitoring and at the end of the postaward monitoring and that 
for all other years during the postaward monitoring the center contract with 
an independent accountant for an agreed-upon procedures engagement. A 
center may use funds distributed to the center under this chapter to pay for 
audits required under subsection 2 of section 15-69-05. 

3. At a minimum. an agreed-upon procedures engagement under 
subsection 2 must include: 

a. Verification of.the accuracy of jobs data regarding jobs claimed related 
by the center. distinguishing between the creation of private sector 
jobs and jobs within the institution of higher education; 

b. Verification of compliance with the centers of excellence program 
matching fund requirements; 

c. Verification awarded center funds were used for authorized uses: 

d. Verification the center complied with the center"s application timeline 
and any authorized revisions; 

e. Verification the center complied with the center"s scope of activities as 
provided under the center's application and any authorized revisions; 

f. Review of a sample of center expenditures to verify the expenses 
were approved. supported with documentation. and made in 
accordance with the scope identified in the center's application; 

q. Verification of a sample of labor charged to the center; 

h. Verification business incentive agreements comply with section 
54-60.1; and 

i. Comparison of the center"s application budget to the center"s actual 
expenditures. including documentation explaining any material 
differences." 

Page 23. after line 7. insert: 

"SECTION 32. REPEAL. Chapter 15-69 of the North Dakota Century Code is 
ra~a~. · 

SECTION 33. EFFECTIVE ·DATE. Section 32 of this Act becomes effective on 
August 1. 2023." 
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Page 23, line 8, replace "1 0" with "9" 

Page 23, line 11, replace "10, 13, and 21" with "9, 12, and 20" 

Renumber accordingly 

NOTE: This set of amendments does not address centers of excellence program references in 
other sections of this Act because the committee has approved a separate set of 
amendments that removes these conflicting sections from the bill. 
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-HB1018 Childcare Funding: 
Development Loan Fund 
Grants for early childhood facilities 
Grants pursuant to NDCC 50-11.1-14.1 

... 
- - - ;c1· ' . - -- - -

Development Loan Fund 
Grants for early childhood facilities 
Child Development 

Division of Energy 

-

COE- Eminent Researcher Recruitment Grant 

-

Re-allocate Great Plains Applied Energy Research Center funding 
Remaining GF Appropriation 

TOTAL 

Source of funding for grants pursuantto NDCC 50-11.1-14.1· 

Development Loan Fund 
Grants for early childhood facilities 
Child Development 

Division of Energy 
COE- Eminent Researcher Recruitment Grant 
Re-allocate Great Plains Applied Energy Research Center funding 
Re-allocate biofuel blender bumos 
Remaining GF Appropriation 

TOTAL 

- -
250,000 Section 28 
100,000 Section 32 

5,000,000 New Section 

150,000 Section 28 
400,000 Section 32 
150,000 Section 31 

619,241 Section 12 
2,000,000 From Centers of Excellence $13 general fund appropriation Section 1 

65,000 
1,615,759 

5,000,000 

150,000 
400,000 
150,000 

619,241 
2,000,000 

65,000 
740,000 
875,759 

5,000,000 

Section 21 
New Section 

.. 

Section 28 
Section 32 
Section 31 

Section 12 
From Centers of Excellence $13 general fund appropriation Section 1 
Section 21 
Section 10 
New Section 

1::t 
--~~"-" () 

'\\... ~ "­
'"-' ~ 
~ ~ 

----



• 
Date: 2/14/11 

Roll Call Vote#: 1 

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 1018 

House Appropriations - Education and Environment 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken: ~ Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By Rep. Martinson Seconded By _R~e~p._H~a~w_k~e~n ____ _ 

Reoresentatives Yes No Reoresentatives Yes No 
Chairman Bob Skarphol X Clark Williams X 
Vice Chair Hawken X 
Mark Dosch X 
Reo. Martinson: X 
David Monson X 

Total (Yes) _5 __________ No _1 ____________ _ 

Absent 0 -----------------------------
FI o or Assignment 

If the vote is on an amendment, briefly indicate intent: 
To Add $SM 



• 
Date: 2/14/11 

Roll Call Vote #: 2 

2011 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. 1018 

House Appropriations - Education and Environment 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Committee 

Action Taken: ~ Do Pass D Do Not Pass D Amended D Adopt Amendment 

D Rerefer to Appropriations D Reconsider 

Motion Made By _:_:R.=.eP"-'·--=D::..;o:..:sc:;cc.:.h ______ Seconded By Rep. Martinson 

Reoresentatives Yes No Reoresentatives Yes No 
Chairman Bob Skarohol X Clark Williams X 
Vice Chair Hawken X 
Mark Dosch X 
Reo. Martinson: X 
David Monson X 

Total (Yes) ---=:.6 __________ No ---=:.o ____________ _ 

Absent 0 ---'-----------------------------
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
To Add $5M 



North Dakota's 
child care shortage 
permeates the state 

Ill Oto 10% 
lil 11 to 25% 

26 to 49%> 
□ 50% or more 

Counties over 50% 
continue to experience 
shortages for infants. 

North Dakota's child care shortage permeates the state. Child care industry standards suggest that a 
county's child care supply meet at least 50% of demand. As you can see on the map shown here, few 
counties meet this standard. 

North Dakota's thriving economy is driving the need for more child care. 
Options to meet the need the need for child care are not keeping up with demand. An intentional approach is 

- needed if the supply of child care is going to meet the growing demand for care. 

Recruitment, Training and Retention Progress Report 
North Dakota's 2009 legislature passed one-time child care funding of $3.6 million for 
recruitment, training and retention to address the state's child care shortage. 

Recruiting New Child Care Business 
• ND currently has 1,422 child care businesses caring for 33,100 children. 

ND must add 8,000 spaces to reach 50% capacity 

• By June 30, 2011, CCR&R projects to recruit 120 new child care businesses, 
an addition of 1,370 spaces 

• To-date, CCR&R has recruited 109 new businesses, an addition of 1,710 potential spaces. 

Training the Child Care Workforce 
• CCR&R expanded on-line training to give the 4,800 child care workers 
the ability to access quality, affordable training. 

• In 2010, CCR&R doubled training numbers from 5,755 to 11,549 participants (duplicated numbers) 

• 190 scholarships have been awarded to individuals seeking their Child Development 
Associate Credential. 

Retaining Child Care Business 
A• Annually, 17% (approximately 225) of child care businesses close 

., • By June 30, 2011, CCR&R projects to support 110 child care businesses 
(caring for 2,280 children) through training, technical assistance and incentives 

• To date, CCR&R has worked with 153 existing child care businesses caring for 4,295 children 



Recruitment, Training and Retention Participation 
• (as of January 31, 2011). 

'REcRu1TMENT '· 

Benson O O O 16 

Bllllrigs°'lliw:t~ ~Jtt,i,W:J!;!i£,1;½1§,lot ~~1:tf1~wm!}':i:OJ &;;}{;\1/l½!f~_t;t;o] fj]i/~~!\ljOI tmaf.~l~-m!alo~ 
Bottineau O O 1 18 26 

Bowmiiii~~~ ~~_of ~n: . .J:ti~-~~ioj iltf~i?l~t"tITToj ~~~~~O\ ~?'~Ni'hiffi~t5ij 
Burke 1 18 2 36 11 

eur1etgtir,[- l!M!f':&.'.llC't1B§ i~M~-143; ,~~l!f.14\1 ~~440'! ~~~~605~ 
Cass 34 735 45 1,401 1560 

cavauer',ifi~@ [~,~:J,1Wilfll/JJ:o:~ ts~'Vtlf)}!,~lliN}Jol ~~~t,,lfflfo~ 1t1m:Ml~KoJ llRW,liflftijf11w~2s;i 
Dickey " 4 85 

Dlvid8'ifiltiHIM '/~,h~fti11};tt:t~o·~ 1J~f¾1im't:l~Ho: \i~~~-ftr.o-! @rft~\~'!~K;o-; ~~~~lttl;1(:{},1ff24(i 
Dunn O O O . 0 12 

Edd~Jr,"JS ~~.ill:rtt;1B ~zm,Jl,i:~~7.! i1'~~1f,1~ [fiM'1itm1al ~~f-ff.,tf,):-15! 
Emmons o o o O 7 

F0Ster7¾t~ ~~~~;~1~ it.~W8'5'ilit7/ ~~J~ol ~fffl!lo; ~~~.16~ 
Golden Valley O O O O O 

Gr8rii:I f;Orli:S){ l#'.1\M!Wiil'il3} 0itfi;itR&4!:~"./'Jili\:\21( :lN~~fu:161 U'.:liiif;589l ~Ul:t~rJ~1ili')r'.'.1'428J 
Grant o O o o 7 

GriQg'Sffi®!¾h! h,;•~=21 ~~1:;t%~14! ~l~.,'Bltt~oi ~~o_: ~Ji~~::t!Hht~,181
! 

Hettinger O O O O 5 

Kidd8"r~ -~l~0i ~~r,w;fM:o: ~~.J.S1i ~,ii:{18] ~ffi:~~161 

Lamoure O O 4 66 9 

t:ogoo'!illililRli l<ffi&"ll.'!iij'.l>Jl(\1;. :.l'i'~lil:Pi l,Sililli!1lOl Y!ili"'Jlil!iO! _'/!ii'_,_~-•; 
McHenry 0 0 28 

•Magic Fund 7 

• 

MClritOSh'/;:_.\ f.1!·llt1~~fi/il,1!.~ ~fit1h%Ut:t~\:tt~7i 1lll1l\~J1;{ aJ~$~?!0:t10) l~~lilif~11.'t.lit.®'h11/i 
McKenzie 1 7 0 0 25 

f--~··~"~'~'~"""=*===""'+=====~1~•+c===~+==~+=====~,, MCL'.eaii~';!!.! ~t~~2i i~~{i$li;14\ ~1~ ~~10i WfAa~~~]27ji 
Mercer 2 14 1 18 13 

MOitofl~t\t :~<t~~fmtlMJ\if4! ;{~tZ.~!£.,W,~~20( [§~~sJ Ml~GlrJasj ,~~k~i:;!{f,168~ 

Mountrail 2 57 2 36 30 
NfllSO'n ''lktlim lE½Kl.¾w.Ktt~~;11 ;; f,ft,:ttA¼!2\i{Wili'1f ::¾I 1,: ·ooti~·ifl?:7~~¥Jf/ 2 !' li.tMil!:'li!ii:' 25 i· !:l:t:t1~JJ;Q~J'.Ititittt:~ ,Hi 
Oliver 0 0 0 0 9 

Pflri'ibil18MWi?l t1).~~tto, l~'i.~,'#J:\{m1~~,101 }-il:ii-~::~12; tt'!!WmW.~36i i~Jt~W'.J;[r.\lllli~!-\ti23~ 
Pierce 0 0 0 0 16 

RcilTISeYflR~ ~m2t itf~~~r,251 W~¾.tf".%13\ ~1m;.110·: ~~~~,1~3~ 
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North Dakota Workforce Delivery System 
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The North Dakota Workforce Delivery System is a partnership of entities delivering 
federal and state funded workforce development and workforce training programs. State 
agencies and educational institutions, tribal entities, and other stakeholders partner to 
leverage funds and coordinate effort. Because programs reference common 
terminology such as "workforce development" and "workforce training," the partners 
have adopted specific definitions to clarify terminology. 

Workforce Development refers to education and training whereby students or 
individuals are direct customers of the service delivery system. This includes education 
and training provided to and through: 1) K-12, post-secondary, and proprietary 
institutions; 2) displaced, disadvantaged or underemployed workers; and 3) the existing 
employed workforce served through life-long learning and continuing education. 

Workforce Training refers to the more immediate service relationships involved in 
responding to business and industry needs. It is business and industry driven and often 
involves customized or contracted training. The business is usually the direct client of 
the services delivered. 

*The Differentiation. The key factor in differentiating worl<force development from 
workforce training is the primary customer being served. Workforce development is 
oriented toward meeting the education and training needs of individuals, including 
providing continuing education and life-long learning. 'v'Vorkforce training is oriented 
toward serving the training needs of business and industry. 

Employability Development Services refers to the provision of various services 
designed to ensure that individuals with employment barriers receive the necessary 
assessment, information, services, and supports to facilitate their integration into the 
labor force. Employability development services can include: 

• Assisting individuals in assessing their education, skills and competencies to help 
them form employment goals. 

• Assisting individuals in development of employability plans and assistance in 
implementation of these plans. 

c Providing services and referring individuals to other programs including training, 
education and financial assistance programs. 

• Providing case management services. 

North Dakota's workforce development and workforce training programs include a 
number of specific federally funded programs complemented by state-funded programs. 
The state-funded programs fill gaps in workforce training and are targeted toward 
addressing employer needs for keeping their workforce highly trained and globally 
competitive. · 



Workforce enhancement fund The 
Legislative Assembly provided for the transfer of 
$1 million from the general fund to the workforce 
enhancement fund. The Department of 
Commerce administers the workforce 
enhancement fund, providing grants to higher 
education institutions assigned primary 
responsibility for workforce training in the state. 
The grants are to be used to create or enhance 
training programs that address workforce needs 
of private sector companies. A grant may be 
used for curriculum development, equipment, 
recruitment of participants, and training · and 
certification for instructors but may not be used to 
supplant funding for current operations. The 
higher education institution must provide detailed 
documentation of private sector participation, 
including the availability of $1 of matching funds 
for each dollar of state funds. 

As of April 201 0 the department has awarded 
four workforce enhancement grants totaling 
$831,222. The State College of Science was 
awarded a grant of $265,000 for the college's 
automotive diagnostic certification center. Funding 
is for diagnostic equipment, software and 
consulting, a training platform, instructor training, 
and curriculum development. Bismarck State 
College was awarded a grant of $199,106 for the 
college's welding partnership program. Funding is 
for three virtual welding simulator training units and 
related training and instruction costs. Bismarck 
State College was also awarded a grant of 
$102,116 for an electronics and 
telecommunications project. Funding is for 
equipment, material and supplies, and instructor 
and curriculum development. Williston State 
College was awarded a grant of $265,000 for a 
transportation initiative project. Funding is for 
equipment and instructor certification. 
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CURRENT 
PROGRAM FUND SOURCE ALLOCATION cvru ADMINISTERING AGENCY 

' 

Workforce 20/20 State $1,512,491 Biennial Job Service North Dakota 

Reimbursement 

Based on 
En,Pio~e·state . 

ND New Jobs Training Income Tax Paid $2,680,173 Biennial Job Service North oakota 

State and Private 

Workforce Enhancement Grants Sector $1,000,000 Biennlal Department of Commerce 

Four Sources: 

Business Training 

Revenue, State 

Funds, Business 

Contributions, Career and Technical 

College Education/North Dakota 

TrainND Contributions $3,000,000 Biennial University System 

Federal -

$925,000; 

State -

$925,000; 

Local - varies 

Federal, State, from site to Annual; ND Department of Public 

Adult Education Local site Biennial Instruction 

~) --j 
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MATCH/OTHER 

CONTRIBUTION BENEFICARY PURPOSE 

Assist employers with the cost of 
Program covers no more Employers/ Incumbent upgrading worker skills. Targets 
than 50% of training costs. Workers manufacturing, new technology. 

Program assists with 

training costs through tax Primary Sector 
reimbursement. Employers Requires new Job creation 

Training Quadrant 
Institutions (employers, 

Incumbent workers, post 
seco_ndary and secondary Responsiveness to employer 

Dollar-for-dollar from students via training training needs and to rapidly 

private sector required provided) changing technology 

Funded primarily from 

business training revenue; 

business training revenue "To serve the work force needs 

plus college contributions of business and Industry and to 

and business contributions Training Quadrant serve as a broker In arranging the 
constituted 72% of TralnND Institutions; Employers dellvery of training." (from HB 

funding In 2006-2009. (via training provided) 1443, 1999) 

Students needing GED or 

remediation for 

employment, po_st 

secondary; ESL services; 

citizenship; employment Education for adult learners 

None assistance beyond the age of 16 

~ 

-

WORKFORCE 

DEVELOPMENT f. 
WORKFORCE 

TRAINING 

Training 

Training 

Training 

Training 

Development 

--j 

./1(31011, 
1(~ 

i' -71 II 

PARTNERSHIPS/ 

LEVERAGE 

Shared Business 
Referrals Among 

Partners 

Shared Business 
Referrals Among 

Partners 

Shared Business 

Referrals Among 

Partners 

Joint assessment, 

case managemept 

and funding 

assistance with 

Workforce 

Investment Act when 

appropriate 

,,,:;;;: 
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PROGRAM 

Vocational RehabilitatlOl'I -

' 

Workforce Investment Act 

Trade Adjustment Assistance 

' ---.• 

FUND SOURCE 

Federal 78. 7 State 

rriatch21.3 

Federal 

Federal 

• 

CURRENT MATCH/OTHER 
ALLOCATION CYCU ADMINISTERING AGENCY CONTRIBUTION 

Department of Human 

Service - Vocational 
$ 12,927,576 Annual Rehabilitation State match = 21.3" 

$ 5,108,295 Annual Job Service North Dakota None 

s 825,648 Annual Job Service North Dakota None 

~ 

.]f'.~,~!irf!~11 

WORKFORCE 
DEVELOPMENT/ 

WORKFORCE PARTNERSHIPS/ 
BENEFICARY PURPOSE TRAINING LEVERAGE 

Joint assessment, 
Rehabllltatlon to Include case management 

Persons with a physical counseling and guidance, mental and funding 
or mental impairment and phsycial restoration, training Development, assistance with 
that creates an to indude academic and Employability Workforce 
impediment to supports on the job to include Development Investment Act when 
employment job coach and OJT. Services appropriate 

Training. support, other Joint assessment, 
assistance for employment case management, 
preparation. Funds directed at and funding with 
economically disadvantaged Development, Vocational 
youth, economically Employabiltly Rehabllitatlon, Adult 
disadvantaged adults, and Development Education when 

Eligible Job Seekers dislocated workers Services appropriate 

Training, support, other 
Elig!ble Job Seekers assistance for reemployment Development 

-l ---J 



• HB1018 Commerce Department 

Partner Programs 

Partner Programs 

American Indian Business Development Office 

Center for Technology and Rural Development 

Small Business Development Center Grants 

Manufacturing Extension Partnership 

Total Partner Programs 

2009-11 General Fund 

Appropriation 

s 100,000 

s 205,000 

s 767,044 

s 950,000 

$ 2,022,044 

• 
2011-13 General Fund 

Recommendation 

s 200,000 

s 205,000 

s 767,044 

s 950,000 

$ 2,122,044 

-
Program Description 

Connects American Indian business owners with more avenues to 

grow their businesses and create new jobs on and off various 

reservations located throughout the state 

Partners with individuals, businesses, communities, and local and 

state agencies, job development authorities and nonprofit 

organization to provide simplified technology curriculum, training 

and services 

Provides high•quality assistance to help individuals start, manage 

and grow their businesses resulting in job creation, retention and 

economic development. 

Provides manufacturers quick, cost-effective solutions to challenges. 
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HB1018 Commerce Department 

Changes in Operating Expenses 

Green Sheet Item #12 

i.l/7c,"''..,"'"''"'"-~''-" ,- -

Appropriation Line 

Operating Expenses 

Grants 
Total 

General Fund 

Federal F,unds 

Special Funds" 

Total 

no✓atr , . .,,,--~r~·· 
strati 
t"f-,<,'-'!;.;~ 

niti,~.tJ, 

(375,000) 

(31s,0001 

(375,000) 
(375,000) 

• 
ft'tiii&T? 
l~l.~lti 

}~1~ 
14,681 

14,681 

14,681 

14,681 

(141,309) 
(5,633,064) 

15,774,373) 

{12,125) 

{5,695,083) 
(67,165) 

(5,774,373) 

• 

(501,628) 
(5,633,064) 
(6,134,692) 

2,556 

{5,695,083) 
(442,165) 

16,134,692) 
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Growing Child Care in North Dakota 
Prepared by North Dakota Child Care Resource & Referral 
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North Dakota's 

t+~ 1011 
~-\'&,Toll 

A1-tr,__ 0.. iMJ.11' ~ \ 

child care shortage 
permeates the state 

Ill O to 10°/o 
Iii 11 to25% 
, 26 to 49% 
□ 50% or more 

Counties over 50% 
continue to experience 
shortages for infants. 

North Dakota's child care shortage permeates the state. Child care industry standards suggest that a 
county's child care supply meet at least 50% of demand. As you can see on the map shown here, few 
counties meet this standard. 

North Dakota's thriving economy is driving the need for more child care. 
Options to meet the need•,the need for child care are not keeping up with demand. An intentional approach is 

• needed if the supply of child care is going to meet the growing demand for care. 

Recruitment, "'Fraini11g and Retention Progress Report 
North Dakota's.2009 legislature:passed one-time child care funding of $3.6 million for 
recruitment, training and retention to address the state's child care shortage. 

Recruiting New Child Care Business 
• ND currently has 1,422 child care businesses caring for 33,100 children. 

ND must add 8,000 spaces to reach 50% capacity 

• By June 30, 2011, CCR&R projects to recruit 120 new child care businesses, 
an addition of 1,370 spaces 

• To-date, CCR&R has recruited 109 new businesses, an addition of 1,710 potential spaces. 

Training the Child Care Workforce 
• CCR&R expanded on-line training to give the 4,800 child care workers 

the ability to access quality, affordable training. 

• In 2010, CCR&R doubled training numbers from 5,755 to 11,549 participants (duplicated numbers) 

• 190 scholarships have been awarded to individuals seeking their Child Development 
Associate Credential. 

Retaining Child Care Business 

• 

• Annually, 17% (approximately 225) of child ~are businesses close 

~ By June 30, 2011, CCR&R projects to support 110 child care businesses 
(caring for 2,280 children) through training, technical assistance and incentives 

• To date, CCR&R has worked with 153 existing child care businesses caring for 4,295 children 
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Recruitment, Training and Retention Participation 
(as of January 31, 2011 ). 
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SRMSC Redevelopment Strategy - At A Glance 
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The Aircraft Situation Display, with each red 
mark indicating one aircraft over U.S. airspace, 
is pictured at the FAA's Air Traffic Control 
System Command Center in Herndon, Virginia, 
December 19, 2007 

Source: http://www.daylife.com/photo/0aKedDCSRX7R7 
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Monson, David C . 

• 

From: 
Sent: 
To: 

Carol Goodman [goodman@utma.com] 
Wednesday, February 09, 2011 4:44 PM 
Monson, David C. 

Subject: RE: background information for SRMSC 

To date: 
EDA Grant for consulting firm and SR MSC Redevelopment (2009-April, 2011) 

$26,334.05 - Langdon City Sales Tax 
$ 20,000.00 - ND Dept/Commerce 

$ 34,625.95 - Match from CCJDA mill levy 
$26,702.00 - UNO Match 
$107,660 00 - EDA funds 

Total for EDA Grant - $215,320.00 

Current fund raising for Phase I: 
$ 10,000.00 - private donation 

$10,000.00 - Cavalier REC 

$ 25,000 00 - United Communications 
$10,000.00 - Choice Financial 

$ 25,000.00 - Polar Communications (pending) 
$ 20,000.00 - area economic development organizations (pending) 
$25,000.00 - Otter Tail Power Company (pending) 

• 

Total for current phase of fund raising (including pending) - $125,000.00 

Efforts will continue to raise funds from the community from business, other utilities and individuals. 

Carol Goodman 
Executive Directo1 

901 3rd Street, Suite 5 
Langdon, ND 58249 
Phone (701) 256-3475 
Fax (701) 256-3536 
Email: goodman@utma.com 

l!ii9 Cavalier County Job Development /\11tlio1ity 
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Community Services Economic Development & Finance Tourism Workforce Development 

DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

MARCH 15, 2010, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 

HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

1. 8:30 am - Department of Commerce Overview 

• Overview of the Department of Commerce- Paul Govig, Interim Commissioner 

• Overview of the ND Economic Development Strategic Plan -Wally Goulet, Chairman of the 
ND Economic Development Foundation 

• Economic Development Association of North Dakota - Connie Ova & Keith Lund 
• North Dakota Chamber of Co"imerce -Andy Peterson 

2. 9:00 am - Centers of Excellence 

• Overview of Centers of Excellence - Mark Nisbet, Centers of Excellence Commission 
• Deanette Piesik - Petroleum Safety & Technology Center 

• Dr. Phil Boudjouk, NDSU Vice President for Research 

• Dr. Bruce Smith - Unmanned Aircraft Systems Center of Excellence 
• Julie Kuennen -1.D.E.A. Center 

• Representative of Sandford Health 

3. 9:40 am -John Schneider, Executive Director, Agricultural Products Utilization Commission 
• Discussion of Economic Development Programs and Budget followed by questions 

4. 9:50 am - Sara Otte Coleman, Director, the Division of Tourism 

• Discussion of Tourism Programs and Budget followed by questions 

5. 10:00 am - Beth Zander, Director, the Division of Workforce Development 

• Discussion of Workforce Develppment Programs and Budget followed by questions 

6. 10:10 am -Jim Boyd, Interim Director,,the Division of Community Services 

• Discussion of Community Services Programs and Budget followed by questions 

., 
7. 10:20 am -Tracy Finneman, Marketing Manager 

• Discussion of Marketing Programs and Budget followed by questions 

8. 10:30 am - Justin Dever, Manager, Office of Innovation and Entrepreneurship 

• Discussion of Innovation and Entrepreneurship Programs and Budget followed by questions 

9. 10:40 am - Dean Gorder;North Dakota Trade Office 

"We lead North Dakota's efforts to attract, retain and expand wealth." 

1600 E. Century Avenue, Suite 2 • P.O. Box 2057 • Bismarck, ND 58502-2057 
Phone: 701-328-5300 • 1-866-4DAKOTA • Fax: 701-328-5320 • www.ndcommerce.com 

Relay North Dakota: 1-800-366-6888 TTY • 1-800-366-6889 Voice 
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10. 10:50 am - Overview of Partner Programs including: 
• Rural Development Council/ Center for Technology & Business 

• American Indian Business Development Office 

• Small Business Development Centers 
• Dakota Manufacturing Extension "Partnership 

11. 11:00 am - Discussion of Proposed Division of Energy 

12. 11:15 am - Public Comment 

• 
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IN THIS SECTION: 

• Paul Govig's Testimony 
• Budget Spreadsheet 
• Organizational Charts 
• Wally Goulet's Testimony 
• ND Economic Development 

Strategic Plan 
• Marketing Testimony 
• Innovation & Entrepreneurship 

Testimony 
• Centers of Excellence Testimony 
• Centers of Excellence Report 
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Department of Commerce 
Organizational Chart 
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DEPARTMENT OF COMMERCE TESTIMONY ON J-IB 1018 
MARCH 15, 2011, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 
HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

PAUL GOVIG -ACTING COMMISSIONER, ND DEPARTMENT OF COMMERCE 

Mr. Chairman and members of the committee, good morning. I am Paul Govig, Acting 
Commissioner of the North Dakota Department of Commerce, and I am here before you today in 
support of HB 1018, the 2011-13 budget for the Department of Commerce. 

The Department of Commerce was created in 200 I by combining three agencies - Economic 
Development & Finance, Tourism, and the Division of Community Services - and creating a 
Division of Workforce Development. 

The Vision of the Department of Commerce is to improve the quality of life for the people of 
North Dakota. Of course, many other state agencies share that same vision. What makes the 
Department of Commerce unique is our· mission. We lead the state's efforts to attract, expand, 
and retain wealth. And by the term "wealth" I mean not only business wealth, but also wealth 
found in the take-home pay of our workers and their families, wealth found in our state and 
community infrastructure, wealth found .in the education level and skills of our workforce, and 
wealth found in our vast natural and cultural resources that, coupled with our unique amenities, 
serves to attract both visitors and workers to this state. 

Budget Specific Information 

We created a spreadsheet to directly address the requested budget-specific information. Let me 
walk you through this information. 

The first column in this spreadsheet highlights the 2009-11 appropriation by divisions or 
program area. 

The next column lists the 2011-13 recommendation. The third column on the spreadsheet 
includes a listing of the major variances between the 2009-11 appropriation and the 2011-13 
recommendation. Commerce Administration is recommended to receive an additional $425,805. 
The budget removes carryover authority·of $535,200. The budget recommendation includes an 
additional $489,000 for the Trade Office and $100,000 to the North Dakota American Indian 
Business Development Office. Dean Gorder, director of the North Dakota Trade Office will 
provide testimony a little later to describe this request. There are also additional funds for salary 
equity adjustments. 

The Office of Innovation & Entrepreneurship shows a decrease of nearly $7 million. This is 
because the general fund appropriation for Centers of Excellence is decreased from $20 million 
in the current biennium to $ I 3 million in this budget recommendation. This decrease is partially 
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• made up by the carry-over of $5 million from the funding for the Great Plains Applied Energy 
Research Center. 

The Tourism Division has a decrease of nearly $2 million. This includes the removal of 
$100,000 in funding for the U.S.S. North Dakota promotion; $1,500,000 for the Lewis & Clark 
Foundation; and $500,000 for the Theodore Roosevelt Medora Foundation. There are included 
funds for salary adjustments. 

The Workforce Development Division has an increase of $1,681,144 including an increase of 
$1,000,000 for Centers of Workforce Excellence (formerly called Workforce Enhancement 
Grants), which will bring the total program to $2 million. This $2 million appropriation level 
was also recommended by the interim Workforce Committee as included in SB 2057. Other 
increases in the Workforce Development Division include $100,000 for the Jobs for America's 
Graduates (JAG) program;$125,000 work WorkKeys; $150,000 for grants to obtain child 
development credentials; and funding for salary increases. 

The Economic Development & Finance Division budget has a net decrease of $1,444,341. This 
includes the removal of $459,038 in carryover authority; a decrease of $899,700 in funds for 
child care loans administered by the·! ND Development Fund; and $50,000 for the equine 
processing study. Funding for salary increases is included. 

The Division of Community Services has a net decrease of $56,716,901 - mostly comprised of 
decreased ARRA funds. The changes include the removal of $1,000,000 for the alternative 
energy program; $5,000,000 for the Great Plains Applied Energy Research Center; a decreased 
federal fund request of$5,750,000; and a decrease of ARRA funds of$44,971,743. Funding for 
salary increases is included. 

The proposed Energy Division budget is $6 I 9,691. This includes a request for two additional 
FTEs with salaries of $368,765 and $250,926 for operating costs. More information about this 
proposed division will be discussed at a later time in our testimony. 

One-time Spending Needs 

We also have one-time funding items that were included in the governor's budget 
recommendation for the 2011-13 biennium. These include the following: 

• 

• 
• 
• 
• 
• 
• 

$2.0 million for the Centers of Workforce Excellence Fund. These are match dollars to 
the state's four 2-year institutions to enable them to expand programs and recruit students 
to meet critical workforce training needs. 
$125,000forWorkKeys · 
$150,000 for child care credential grants 
$ I 00,000 for the American Indian Business Development Office 
$920,338 for childcare grants and loans 
$13.0 million for Centers of Excellence 
$24,496,750 spending authority for federal fiscal stimulus 
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House of Representatives Amendments 
The House of Representatives approved.amendments to HB 1018 that: 

• 

• 

• 
• 

• 
• 
• 
• 
• 

• 

• 
• 
• 

• 

Reduced funding for ND American Indian Business Development Office by $100,000 
($100,000 remains in bill) 
Removed Research & Entrepreneurship Centers of Excellence ($18 million & language) 

o $13 million general fund & $5 million carryover funds were removed 
Provided $250,000 for a Minot Air Force Base Re-alignment Grant 
Provided $600,000 in carryover funds for Acquisition of the ABM Site at the Stanley R . 
Mickelson Safeguard Complex in Nekoma 
Provided $1 million for Tourism Infrastructure Grants 
Removed funding for Jobs for America's Graduates ($100,000) 
Removed funding for WorkK.eys™ ($125,000) 
Removed funding for Child Development Associate Credential grants ($150,000) 
Provided $5 million for Recruitment, Training, and Retention of Childcare Service 
Providers 

o $4,935,000 general fund & $65,000 carryover funds 
Reduced funding for ND Development Fund Childcare Loans by $ I 50,000 ($250,000 
remains in bill) 
Reduced funding for Childcare Grants by $400,000 ($120,338 remains in bill) 
Removed the proposed Energy Division ($619,691) 
Amended the Biofuels Blender Pump program to permit the use of funds for piping 
systems and storage components _and limits the grants to $14,000 per retail location 
Included language from HB 1058 (proof-of-concept funding for university entrepreneurs) 
and HB 1059 (matching equity investments for technology-startups) allowing, but not 
requiring, Commerce to implement these programs. However, no funds were included for 
this purpose. 

Requested Carry-over Authority 

HB 1018 includes requests for carry-over authority. In most cases the requests are for programs 
that may commit funds in the current biennium, but in order to provide adequate accountability 
we would like to provide the funds on a reimbursement basis in the next biennium. The requests 
that fall into this category include: 

• Agricultural Products Utilization Commission grants (Section 15) 
• Discretionary Funds line item (Section 16) 
• Technology-based Entrepreneurship Grants (Section 19) 
• Child care grants (Section 20) 

We are also requesting the creation of an internship fund for the Operation Intern program. This 
fund is created in section 9 and any remiiining funds from the 2009-11 biennium are transferred 
into this fund in section 17. The most opportune time for students to participate in internships is 
during the summer, which in odd number years will span two bienniums. A continuing 
appropriation fund will make it easier fo~ :us to deal with these situations. 
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Another carry-over authority request is for the biofuel blender pump program, contained in 
section 21. This program was authorized by the legislature in 2009 and had a sunset date of 
November 30, 2010. We are requesting that this program be extended into the next biennium 
with the remaining funds that were not expended prior to the sunset date. 

A final carry-over authority request is for the $5 million originally appropriated for the Great 
Plains Applied Energy Research Center during the 2009-11 biennium. The project was not 
pursued and the funds weren't spent. The budget recommendation requests that these funds be 
carried over to the 2011- 13 biennium and used for Centers of Excellence. The House of 
Representatives utilized $665,000 of this carryover within section 18 of this bill and utilized the 
remaining $4,335,000 in section 3 of House Bill 1003. 

Commerce Department Highlights 

Behind each of the tabs we have written testimony from the four division directors and our 
partners that we fund in order to broadly cover the scope of Commerce activities, and in 
particular provide you details concerning our results and our budget requests. The written 
testimony also includes organizational· charts for each of the divisions and offices within the 
Department of Commerce. Each of the Divisions' organizational charts is on the back side of 
their tab and the offices' charts are located in the Commerce Overview section. 

That concludes my overview of the Department of Commerce. I would welcome any questions 
you may have at this time. 
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• -~ • ---• DepartmenfoT Commerce 

Commerce Administration 
Innovation & Strategic Initiatives 
Tourism 
Workforce Development 
Economic Development & Finance 
Community Services 
Energy Division 

Total 

General Funds 
Federal Funds 
Special Funds 

Total 

Major Variances Appropriation to Recommendation 
Commerce 
removes carryover authority of $535,200 
adds $489,000 to the Trade Office 
adds $100,000 to the American Indian Business Office 
adds funding for salary increases 

Innovate 
removes COE funding of 20,000,000 
adds COE funding of 13,000,000 
adds funding for salary increases 

Tourism 
removes USS Bismarck funding of $100,000 
removes Lewis & Clark Foundation funding of $1,500,000 
removes TR Medora Foundation funding of $500,000 
adds funding for salary increases 

March 15, 2011 

2009-2011 
Appropriation 

$ 10,205,420 
$ 21,976,641 
$ 11,569,674 
$ 3,768,852 
$ 8,374,714 
$ 143,148,487 

$ 199,043,788 

$ 59,470,541 
$ 130,258,489 
$ 9,314,758 

$ 199,043,788 

2011-2013 
2011-2013 Major House Major 

Recommendation· Variances Engrossment Variances 

$ 10,631,225 $ 425,805 $ 10,531,225 $ (100,000 
$ 15,088,614 $ (6,888,027) $ 2,338,614 $ (12,750,000) 
$ 9,572,946 $ (1,996,728) $ 10,572,946 $ 1,000,000 
$ 5,449,996 $ 1,681,144 $ 10,009,996 $ 4,560,000 
$ 6,930,373 $ (1,444,341) $ 6,780,373 $ (150,000) 
$ 86,431,586 $(56,716,901) $ 86,031,586 $ (400,000) 
$ 619,690 $ 619,690 $ - $ (619,690) 

$ 134,724,430 $(64,319,358) $ 126,264,740 $ (8,459,690 

$ 46,089,494 $(13,381,047) $ 37,629,803 $ 18,459,691 
$ 79,868,602 $(50,389,887) $ 79,868,602 $ -
$ 8,766,335 $ /548,423) $ 8,766,335 $ -

$ 134,724,431 $(64,319,358) $126,264,740 $ (8,459,691) 

Major Variances Recommendation to House Engrossment 
Commerce 
removes $100,000 from the American Indian Business Office 

Innovate 
adds $250,000 for Minot AFB realignment grant 
removes $13,000,000 from Centers of Excellence 

Tourism 
adds $1,000,000 for infrastructure grants 



• 
WFD 
removes Workforce Enhancement Funding of $1,000,000 
adds $100,000 to the JAG program 
adds $2,000,000 to the Workforce Enhancement Fund 
adds $125,000 for work keys · 
adds $150,000 for grants to obtain child development credentials 
adds funding for salary increases 

ED&F 
removes carryover authority of $459,038 
removes development fund childcare loans $1,299,700 
removes equine study $50,000 
adds $400,000 for childcare loans to the development fund 
adds funding for salary increases 

DCS 
removes $1,000,000 for alternative energy program 
removes $520,300, for childcare grants 
removes $5,000,000 for great plains research center 
removes $69,468,493 for ARRA funds 
decreased federal fund request by $5,750,000 
adds $520,338 for childcare grants 
adds $24,496,750 for ARRA funds 
adds funding for salary increases 

Energy 
adds $368,765 for salaries 
adds $250,926 for operating 

• 
WFD 

removes $2,000,000 from Centers of Workforce Excellence 
adds $2,000,000 to the Workforce Enhancement Fund 
removes $100,000 from the JAG program 
removes $125,000 from work keys 
removes $150,000 from grants for child dev. Credentials 
adds $4,935,000 for childcare provider grants 

ED&F 
removes $150,000 from the Dev. Fund for childcare loans 

DCS 
removes $400,000 from childcare grants 

Energy 
removes $619,691 from the Division of Energy 

• 
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Wally Goulet 
Presentation to the Senate Appropriations Committee 
North Dakota Economic Development Strategic Plan 

March 15, 2011 

Mr. Chairman, members of the committee, my name is Wally Goulet. I am vice president 
and general counsel for National Information Solutions Cooperative and a member of the 
North Dakota Economic Development Foundation. 

Thank you for the opportunity to talk to you this morning about the North Dakota 
Economic Development Strategic Plan: I'll be covering three areas: 

1. Background on the plan and how it was developed. 
2. The plan's five strategies for continued growth. 
3. The six goals and targets identified for measuring our progress. 

Background on Strategic Plan: 
The North Dakota Economic Development Foundation developed The North Dakota 
Economic Development Strategic Plan. We are a private sector advisory group charged by 
the Legislature to advise the governor and the Department of Commerce on strategies to 
improve the state's competitiveness and increase economic growth. 

• The Foundation developed the first statewide strategic plan for economic 
development in 2002. 

• In 2009 and 2010, the Foundation set out to revise and update this plan. 

• We held 11 meetings throughout the state to gather input from communities about 
their greatest needs, challenges and opportunities. 

• We heard presentations from 28 economic development directors and had 
roundtable discussions with 121 community leaders. 

• We also analyzed current economic data and trends, conducted a sectoral analysis 
and evaluated the state's five targeted industries. 

• This process resulted in the document you have before you, a 10-year economic 
development strategic plan for .North Dakota. 

This plan is intended to serve a number of functions: 
1. Provide an assessment of North Dakota's current economic landscape and target 

industries. 
2. Identify key areas of opportunity. 
3. Establish aggressive yet realistic goals and measurements for the state's future 

economic development. 

1 
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• 

• 

4. Facilitate collaboration among legislators, economic developers, community leaders, 
and educators. 

5. Provide continuity on economic development initiatives between governors. 

In this final respect, the plan is experiencing its first real test and I believe fulfilling a very 
vital function. The plan was developed under Governor Hoeven. But as you heard, Gov. 
Dalrymple in his State of the State officially launched the plan as a real roadmap for the 
state's future. 

Five Essential Strategies for Growth 
The plan advocates continuing the current development strategy focused on five targeted 
industries. Those are: 

1. Advanced manufacturing 
2. Technology-based businesses 
3. Value-Added agriculture 
4. Tourism 
5. Energy 

The plan also identifies five key areas that the Foundation believes are essential to growing 
and diversifying North Dakota's economy . 

1. Maintain a positive business climate that supports private sector investment, 
growth and job creation. 

2. Continue investing in university-based research and development conducted with 
the private sector that engages North Dakota in emerging industries such as life 
sciences and advanced technology. (i.e. Research Centers of Excellence) 

3. Embrace entrepreneurship and foster a culture where innovative, tech-savvy 
companies can thrive. (i.e. Entrepreneurship Centers of Excellence) 

4. Continue investing in statewide talent strategies that address education, training, 
recruitment and retention to provide a steady supply of skilled workers needed to 
fuel long-term business growth. (i.e. Workforce Centers of Excellence) 

5. Promote export trade by linking North Dakota businesses with foreign buyers and 
markets. (i.e. North Dakota Trade Office) 

The strategic plan takes into consideration the five target industries and five essential 
strategies and translates these into six goals with performance measures to gauge our 
progress over the next decade. These are listed beginning on page 14 of the plan and also 
on the separate one-page handout. i 

·1 

Goal 1: Create, attract, and retain ,'/iuality jobs and workforce in targeted industries 
and high-demand occupations. ·, 

2 



Key strategies in this area include: 
• Recruiting industries that complement supply chains for target industries (wind 

power manufacturers, UAS suppliers) 
• Refining workforce training programs to focus on skills needed by existing 

businesses (BSC Energy Center of Excellence, Lake Region Community College Wind 
Operators Training program, Williston State Petroleum Training programs, other 
training programs supported by Workforce Enhancement grants. 

• Developing statewide network of entrepreneurial resources. (Innovate ND has 
linked entrepreneur centers and incubators statewide into a support network) 

Goal 2: Strengthen North Dakota's business climate and image to increase national 
and global competitiveness. 

Key strategies include: 
• Promoting national and international partnerships and competitiveness. For 

example, building on the succe_sses of foreign exchange students coming to North 
Dakota which is exemplified by the China Pilot Training Program that is conducted 
at the John D. Odegard School of Aerospace Sciences at UND. 

• Supporting the successful public/private international trade model. This has 
facilitated many trips to China this past year by various businesses and industries. 

Goal 3: Accelerate innovation and entrepreneurship in targeted industries and 
emerging technologies. 

Key strategies include: 
• Focusing incentives and supportive legislation to accelerate innovation and 

entrepreneurship. 
• Supporting research, development, demonstration and commercialization of new 

technologies. 

I have the honor of serving on the tech-based entrepreneurship grant program committee 
that meets on a quarterly basis to consider applications for a variety of entrepreneurs and 
it is truly amazing to see the innovation and product development that is going on right 
here in North Dakota. These applications are assisted by the entrepreneurial centers 
around the state which help create new wealth in North Dakota with business planning and 
marketing help, aided by this strategic investment in new technologies that range from 
medical devices, to software development, to mine safety testing devices, to baby formula 
devices to angel fund development and website marketing for new product awareness. 
One of the other companion strategies. is the annual competition each year of entitled 
Innovate ND that has helped launch over 70 new businesses or products in North Dakota. 

Goal 4: Enhance the state education and training system's ability to meet business 
and workforce needs of the future. 

Key strategies include: 

3 
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• Expanding the promotion of skilled trade and technical education programs at 
North Dakota's highs, Area Career and Technical Center, and two-year colleges to 
North Dakota employers. You just need to visit the new Technical Center on the 
campus of Bismarck State College to see this goal in action. 

• Supporting an accountable University system is another key strategy. 
• We also continue to promote and encourage Operation Intern as away of keeping 

our home grown talent here in North Dakota when they learn first hand of the 
various opportunities that exist here while giving employers an extended interview 
period that works for both the student and the local business. 

Goal 5: Continue to enhance a unified front for North Dakota that supports 
community, economic and workforce development. 

This goal focuses on one key strategy: collaboration. Collaboration is the name of the game 
now in North Dakota. The North Dakota Economic Development Foundation and the 
Commerce Department are seeking to unite all the stakeholders in economic development 
and tourism whether they are you the state legislature, the congressional delegation, the 
Governor's office, the tribes, the workforce delivery system, the private sector, the 
economic development organizations, the chambers of commerce or the University System. 
The Statewide Legendary branding initiative is an example of this unified message. 

Goal 6: Enhance North Dakota's image. 

This goal includes both internal (in state) and external (out of state) strategies. 
This past year one of the exciting image enhancing highlights was the 30 page article in 
Delta's Sky magazine for October. It is a publication that every traveler on Delta for the 
month of October was able to read about the quality of life in North Dakota, the diversity of 
our economy, the job talent we are creating in North Dakota discussing everything from 
Microsoft in Fargo, to the oil and power industries in the west, to our Universities and 
medical facilities to the tourist town of Medora. It might have been the best feel good 
article on North Dakota that I have read. We can't change our weather but I think we all 
can tangibly feel our image changing nationwide to a very positive, expanding and exciting 
business climate in North Dakota while other states find themselves struggling with deficits 
and job creation while we thrive in North Dakota. 

We have also included a copy of the performance measures that the Foundation has 
approved to go along with the strategic plan. 

Thank you for the opportunity to ouriine this plan for you. Obviously, this was just a broad 
overview. The plan includes a lot of valuable data for planning and action and we hope it 
serves as a helpful tool for local and state leaders as well as economic and community 
developers throughout the state. 

I would be happy to answer your questions. 
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is plan was developed by the North Dakota Economic 
Development Foundation, a private sector advisory group 
charged by rhe Legislature to advise the governor and the 
Department of Commerce on strategies to improve the state's 
competitiveness and increase economic growth. This is an 
update from the 2002 North Dakota Economic Development 
Foundation Strategic plan. 



ejJf ') EXECUTIVE SUMMARY 

.. 

eveloping the plan, the North Dakota Economic 

elopment Foundation held 11 meetings throughout the 
e to gather input from communities about their greatest 

needs, challenges and opportunities. They heard presentations 
from 28 economic development directors and had roundtable 
discussions with 121 community leaders. 

They als~ analyzed current economic data and trends, 
conducted a sectoral analysis and evaluat~d rhe state's five 
targeted industries. 

This plan advocates continuing the current economic 

development strategy focused on five targeted industries: 
advanced manufacturing, technology~based businesses, 
value~added agriculture, tourism and energy. This strategy is 
grounded on North Dakota's assets: 
1. Educated, hardworking people. 
2. Abundant natural resources, 
3. Strong academic, transportation and technology 

infrastructure. 

This plan identifies five key areas that the Foundation believes 
are essential to growing and diversifying North Dakota's 

nomy in the future. 

NOrth Dakota emerged as an economic leader during the 
recent global recession by making fiscally sound investments 
that leveraged our state's natural strengths. This strategic 
plan builds on successful strategies of the past to support the 
growth of more good paying jobs, stronger communities and a 
higher quality of life for North Dakota citizens. 

Hlghllghts of Economic Assessment 
As the nation struggles through one of the most severe 
recessions in decades, North Dakota has continued to show 
growth in almost all measures of economic activity. This growth 
can be attributed to many factors including leadership from 
Governor John Hoeven, the Legislature, the Department of 
Commerce, the pioneer spirit of North Dakota people and the 
direction set by the Foundation's first sttategic plan in 2002. 

The economic assessment contained in the 2002 North 
Dakota Economic Development Foundation Strategic 
plan painted a much different picture about North Dakota 
compared to today. North Dakota has improved considerably 
in almost all measurements of economic activity. 
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J.if_ ,, ECONOMIC ASSESSMENT OVERVIEW 

.. . 

mmary of Findings-February 2010 
following assessme[)t examines population, education, 

ges, age, labor force, employment, growth industries and 
exports. It j:,rovides a status report on these key economic 
indicators and offers strategic direction for future state and 
local policies and investments. 

This assessment is based on data collected from the following 
sources: U.S. Census Bureau; U.S. Bureau of Economic 
Analysis; U.S. Bureau of Labor Statistics; U.S. Department of 
Energy; International Trade Administration; N.D. Department 
of Commerce, Tourism Division; Job Service North Dakota; 
N.D_. Industrial Commission, Oil & Gas Division. 

POPULATION 
During the 1990s, North Dakota began to reverse the negative 
growth trends that occurred in the 1980s. Early in the 2000s, 
population estimates declined again, but have been o~ an 
upward trend since 2003. Growth rates have been modest but 
consistently positive. 
• Median age is growing slower than the national rate, 

employment is increasing. especially in the younger age 
brackets, and natural and net migration have increased in 
annual populations estimates . 

• 

ccording to U.S. Census Bureau estimates, North Dakota 
ntinues to lag behind other states in the region in 

opulation growth. 
• While many factors impact population growth, clearly jobs 

and economic opportunities are the leading components. 
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EDUCATION 
North Dakota has enjoyed a measurable improvement in 
its education attainment levels during the last two decades. 
Despite a slight decline berween 1990 and 2000, the state 
leads the region in the share of its adult population enrolled 
in college or graduate school. College enrollment continues to 
grow, up 20 percent since 2000. 

• The North Dakota K-12 and University Systems are 
producing an educated and skilled workforce. 

• North Dakota's challenge is retaining these workers after 
they complete their education with good job opportunities 
that appeal to younger workers. 

• North Dakota has made progress in this respect. Data from 
the Local Employment Household Dynamics program 
shows an average increase of over 3,000 workers under age 
35 per year berween the years 2003 and 2008. 
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WAGES 
Wage rates in North Dakota declined sharply in the 1980s. In 

•

e 1990s, the state reversed this decline. Since 2000, the rate 
growth in wages has accelerated over that of the 1990s, up 

4 percent over inflation from 2000 to 2008. . 

AGE 
Newly released U.S. Census Bureau data shows that the 
nation as a whole is aging, and North Dakota follows that 

trend. However, since 2000 North Dakota's median age -
has increased slower than the region ( with the exception ~ 
of Wyoming) and the nation as a whole. North Dakota's 
birthrate increased steadily during the last decade and was up 
more than 20 percent in 2009 compared to 2001. 

LABOR FORCE and EMPLOYMENT 
The growth in North Dakota's labor force throughout the 
1990s was a significant reversal of the trends of the 1980s. 
Since 2000, the civilian labor force has grown by nearly 
24,000 workers reaching 370,000 in 2008. 

Based on each sector's share of total employment from 2002 
to 2008, the sectors with the fastest growth were mining up. 
percent, management services up 28 percent, professional a ~ 
technical services up 26 percent and construction up _ _., 

20 percent. 

In actual employment numbers from 2002 to 2008, the 
fastest growing sectors were construction up 5,650, health 
care up 5,076, professional & technical up 3,938, and mining 
up 3,601. All sectors showed growth in employment except 
information which includes telecommunications, newspaper 

and media business. 

Likewise, employment statistics show North Dakota has 
enjoyed almost a 40 percent increase in nonfarm payroJls since 
1990, outpacing national employment growth for the last 

19 years. 

• 



GROWTH INDUSTRIES 
Since 1991, North Dakota ha~ experienced its strongest 

•

. dustry growth rates in construction and manufacturing. 
th Dakota exceeded the nation in the creation of 
ufacturingjobs during the last 16 years. However, the 
re of the nation's manufacturing industry remains unclear. 

Employment indicators released by the U.S. Bureau of 
Labor Statistics show significant decreases in manufacturing 
employment and clearly show that the United States' economy 
is transitioning away from manufacturing toward a more 
service#oriented economy. Services include jobs in law, 
information technology, engineering. software development, 
architecture, accounting and research services. 

Since 2002, North Dakota has shown above average growth in 
management, professional and technical services, proving the 
state can compete in a services#based economy. 

INTERNATIONAL EXPORTS 
From 2002 to 2008, North Dakota exports of all merchandise 
were up 222 percent, with manufactured goods up 200 
percent. Machinery exports made up 62 percent of the 
manufactured goods exported. Agricultural exports were up 
241 percent. 

lbe global recession is having an effect on international sales, 
however, as North Dakota's exports for the first 9 months of 
2009 were down 26 percent for all merchandise and 25 percent 
for manufactured goods. Processed foods are a bright spot, 
with exports up 55 percent for the first 9 monrhs of 2009. 

North Dakota's top customer is Canada, which accounts for 

more than 50 percent of the state's exported manufactured goods. 



uring the statewide comrilunity meetings, the Foundation 

analyzed each region's economic strengths,' opportunities·, 

and weaknesses. In developing this strategic plan, the 

Foundation also examined data provided by the U.S. Bureau 
of Labor ~tatistics regarding business sectors, using the 
North American Industry Classification System (NAICS) 
in classifying and defining a business sector. The NAICS 
classifies individual business locations by type of economic 

activity in Canada, Mexico and the United States. The purpose 

of chis _system is to {acilitate the collection and organizati6n of 

business data in a uniform way in order to promote unifo~m 

analysis of the North American economy. The following 
sectoral analysis summarizes key findings by identifying the 
state's large and small sectors, major assets and key challenges 
for economic growth. 

Sector strength is measured by comparing Bureau of Labor 

Statistics (BLS) location quotient (LQ) data (by NAICS 
sub-sector) for North Dakota to the nation as a whole. The 
location quotients are calculated by comparing the sector's 
share of total local emplbyment to the sector's national share. 
This ratio will yield a value generally between 0.00 and 2.00, 

•

where 1.00 demonstrates an equal share percentage between 

e local and national economies. Sectoral concentrations 

eater than 2.00 indicate a strong sector agglomeration. 
Those less than 0.50 indicate weak sectors. 

Measuring sector employment in North Dakota as a percent 
of total employment between 2002 and 2008 indicates 
which sectors were growing faster or slower than state 
average growth. Sectors that showed a decrease in share of 
employment does not necessarily mean the sector employment 

decreased but that its percentage share of total employment 
was less than the statewide total average growth. 

I 

The only sector to show an actual decrease in employment 

was NAICS code 51 Information, i.e.~ telecommunications, 

broadcasting, and publishing and data processing service;, In 
North Dakota, employment in this sector dropped 6.3 percent 
in actual numbers of jobs. However, at the national level.this 
sector dropped 11.2 percent during the same period. ,, 

fJ'l • Largest Sectors · , . 
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e Foundation commissioned AngelouEconomics ( AE) in 
2 to develop a toster of target industries. AE reviewed and 

assessed previous target industry recommendations to corfirm 
the likelihood of success in a very dynamic and unpredictable 
global and national economy. A solidly based target industry 
evaluation allows local economic development leaders to focus 
their resources on those opportunities that can be reaso~~bly 
expected to result in a positive outcome. 

The targets are sufficiently broad to be able to incorporate 
smaller niches that might emerge in the state's economy. 

North Dakota's Target Industries 
Advanced Manufacturing 
Technology-Based Business 
Value-Added Agriculture 

. Tourism 
Energy 
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·' GOALS, STRATEGIES, PERFORMANCE MEASURES 

•
is plan establishes six broad goals for economic development in North Dakota. The Foundation established these goals based. 
information they gathered in 11 statewide community meetings as well as the economic and sectoral analyses summarized i · 

Sections 4 and 5 of thi; document, and the target industry evaluation highlighted in Section 6. 

These six goals indude 26 strategies to provide common direction, strategic areas of emphasis and priorities for Investing state and 
local dollars. This plan also identifies 24 performance measures that provide a means to evaluate progress toward achieving the 

overall goals. 

Create, attract, and retain quality jobs and workforce In targeted 
Industries and high-demand occupations. 

Strategies 
A Encourage industry cross selling and 
'9 supply-chain development through a 

campaign to purchase products and 
services from in.-sta_te companies. 

2. Recruit industries that complement supply 
chains for target industries and that 
encourage entrepreneurial growth. 

3. Continue to refine the set of business start.­
up, expansion and attraction initiatives. 

4. Refine workforce training programs to 
focus on developing the skills needed by 
the state's businesses and industries. 

5. Promote the existing state and federal 
government job training incentives. 

6. Support and encourage privately funded 
seed stage or early venture capital funds. 

7. Support the continued development of 
a statewide network of entrepreneurial 
resources. 

Performance Measures 
1. Net job growth 
2. Average annual wage 

• 

P.er capita personal income 

Population 

(;.l Existing Initiatives 



Strengthen North Dakota's business climate and Image to Increase 
national and global competitiveness. 

Strategies 
1. Promote national and international 

partnerships and competitiveness. 
2. Support and grow the successful public/ 

private international trade model. 
3. Strengthen North Dakota's regulatory, tax 

and business climate. 

Performance Measures 
1. Gross domestic product. 
2. Merchandise export value. 
3. Small Business & Entrepreneurship 

.~ouncil's Small Business Survival Index. 

®Ji,' ) Existing Initiatives 



Accelerate Innovation and entrepreneurship In targeted Industries 
and emerging technologies. 

Strategies 
1. Focus state tax incentives and supportive 

legislation to accelerate innovation and 
entrepreneurship in targeted industries and 
emerging technologies. 

2. Assess state programs and how they fit 
with innovation, entrepreneurship, targeted 
industries and emerging technologies. 

3. Explore health care asa profit center for 
long-term economic development. 

4. !;,upport state programs for research, 
development, demonstration and 

• 

commercialization of new technologies 
including the development of technology 
parks and incubators. 

5. Develop rural and ag-based tourism 
opportunities, education vacations and 
green tourism options throughout North 

Dakota. 

Performance Measures 
1. Number of private sector businesses. 
2. Number of business activities as a result of 

Innovate·ND. 
3. Aggregate use of Seed Capital Tax Credits 

and Angel Fund Tax Credits. 

Reportable Data 
1. Academic research and development 

expenditures. 
2. Industry research and development 

expenditures. 

CJll Existing Initiatives 1
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Enhance the state education and training system's ablllty to meet 
business and workforce needs of the future. 

Strategies 
1. Expand the promotion of skilled trade and 

technical education programs at North 
Dakota's high schools, Area Career and 
Technical Centers and rwo•year colleges to 
North Dakota employers. 

2. Better leverage the resources of the state's 
entire education system to support long· 
term economic development through 
education, training and research. 

3. Support an accountable University System 
that has the flexibility needed to meet the 

•

eeds of the private sector. 
romote Operation Intern with businesses 

n targeted industries while supporting 
internships and apprenticeships in general. 

5. Support youth and young adult 
development and retention initiatives. 

Performance Measures 
1. Number of students taking skilled trade 

and technical education programs. 
2. Retention of post•secondary program 

completers. 

OJ.I Existing Initiatives 



Continue to enhance a unified front for North Dakota that supports 
community, economic and workforce development. 

Strategies 
1. Enhance collaboration between economic 

develop1:11ent and tourism stakeholders, 
the Congressional delegation, the state 
Legislature, the Governor's office, tribes, 
the workforce delivery system, the 
University System, the state C_ommerce 
Department and the private sector in order 
to leverage all available sources of support. 

2. Consistently collaborate with state 
stakeholders to determine the value of 
cooperative activities and identify ways to 

• improve them. 

Performance Measures 
1. Number oflocal development and tourism 

stakeholders participating in COmmerce 
sponsored marketing, tourism, workforce, 
business development and community 
development activities. 

2. Stakeholder perceptions of a unified front 

for economic development in the state . 

• 
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Enhance North Dakota's Image. 

Strategies 
1,' Develop a statewide internal marketing 

effort to improve North Dakota's self­

image. 
2. Continue to measure aggressive media 

relations campaigns that enhance North 
Dakota's image and increase awareness of 
North Dakota as a great place to live, work, 
play, visit and be in business. 

3. Establish a measurement for social media 
engagement and its impact on the state's 
image, 

At-. Work with our regional partners, overseas 
- offices and Visit America committees and 

consultants to keep North Dakota in the 
news and to educate on travel requirements 

and business opportunities. 

Performance Measures 
1. Ratio of positive to negative tone in media 

placements. 
2. Number of visits as a result of image 

enhancement efforts. 

3. Expenditures by out-of-state visitors. 
4. Number of workforce relocators as a result 

of image enhancement efforts. 
5. Tourism advertising impact on image. 
6. Number of active social media influencers 

who contribute to depicting a fun and 
friendly North Dakota. 

7. International advertising equivalency for 
positive North Dakota stories. 

("fi'J, ;, Existing Initiatives ''{j 
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ED§ 
§ND 
==PO BOX 2639 • BISMARCK, NORTH DAKOTA 58502 

Testimony of 

Economic Development Association of North Dakota 

HB 1018 

March 15, 2011 

Chairman Holmberg, members of the committee, my name is Keith Lund, Vice President 
of the Grand Forks Region Economic Development Corporation. I am providing 
testimony today in my capacity as a board member of the Economic Development 
Association of North Dakota (EDND). 

EDND is the voice of the state's economic development community and provides 
networking for its 80 members, which include development organizations, communities, 
businesses and state agencies. Our mission is to increase economic opportunities for 
residents of the state by supporting primary sector growth, professionalism among 
economic development practitioners and cooperation among development organizations. 

Key issues faced by North Dakota in terms of economic growth include research and 
development of new and innovative technologies, the ability of individuals to 
commercialize those technologies, and the organizational talent needed to deliver these 
technologies to the market. House Bill IO 18, as originally presented in the Governor's 
budget, addresses these challenges through the creation of Centers of Research 
Excellence, Entrepreneurship Excellence, and Workforce Excellence. EDND strongly 
supports the development of these three distinct Centers and believes they arc strategic 
investments in North Dakota's future. 

The Centers of Excellence program as originally envisioned by HB 1018 is included in 
EDND's 2011 Legislative Agenda and our association has placed it among its top 
priorities for this session. EDND recommends that the Senate Appropriations 
Committee restore the provisions of HB IO 18 related to Centers of Research Excellence 
and Entrepreneurship Excellence and encourages the committee to move this bill to the 
full Senate containing the original provisions of the Centers of Excellence program. 

Thank you for the opportunity to address the committee. I would be happy to answer 
your questions. 
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Testimony of Andy Peterson 
North Dakot!l Chamber of Commerce 

HB 1018 
March 15, 2011 NORlH DAKOTA 

CHAMB[I./ tfCOMMEl~CE 

Chairman Holmberg and members of the Senate Appropriations Committee, my name is Andy 
Peterson, president of the North Dakota Chamber of Commerce. I am here today representing 
the North Dakota Chamber of Commerce, the principal business advocacy group in North 
Dakota. Our organization is an economic and geographical cross section of North Dakota's 
private sector and also includes state associations, local chambers of commerce, development 
organizations, convention and visitors bureaus and public sector organizations. The North 
Dakota Chamber would like to voice its support of the North Dakota Department of Commerce 
and its many initiatives that have played a key role in developing the state's strong economy and 
business community. 

The North Dakota Chamber has supported the Department of Commerce since its creation in 
200 I. We have witnessed the Department's many benefits to the state as its economic 
development programs have spurred growth throughout North Dakota's business sector and 
partnerships with developers across the state have expanded into exciting new business 
endeavors. North Dakota's economy remains strong, due in part to the collective efforts of the 
Department of Commerce and the state's business community . 

Many programs proposed in the original version of HB IO I 8 are of great importance to the 
continued success of the state's business community and economy. The North Dakota Chamber 
would like to see the reinstatement of funding within the Department of Commerce's budget for 
the Centers of Excellence Programs, WorkKeys, and the new Energy Division. We believe these 
programs play an important role in the creation of jobs and the expansion ofNorth Dakota's key 
industries. 

The Centers of Excellence program, supported by the North Dakota Chamber since its start in 
2005, has laid the groundwork for a successful means of converting university research to private 
sector jobs and has made significant progress in reaching an objective we believe is essential to 
long-term economic success in North Dakota. However, economic development at this level 
requires patience and a long-term commitment, and we believe this program should be afforded 
continued funding and expansion opportunities. 

The WorkKeys program provides an important job skills assessment tool to help employers in 
the hiring and training of individuals, and helps workers prepare for their careers. The $125,000 
in one-time funding recommended in the Governor's budget would develop a statewide 
marketing effort surrounding this program and help to make WorkKeys more accessible to 
students, employees and businesses across the state. 

The proposed Energy Division would help to consolidate and enhance the Department's efforts 
in supporting and promoting the development of the state's energy resources. At a time when 

HB IO 18, Peterson, Page I 

THE VoicE of NORTH DAkorA BusiNEss 
1'0 13ox 26,9 13isMA«ck, ND ,8,02 loll-1,m: ll00-}82-140, Lornl: 701-222-0929 FAx: 701-222-1(,11 

www.Nrlcl--1AMhrn.n )M Ndd-1AMhH?@Ndd-1AMI lrl<.COM 



North Dakota's economy and businesses are increasingly driven by the success of the state's 
energy industries, this new division would be key to the continuation and strengthening of 
Commerce-led initiatives such as the EmPower North Dakota policy process; interaction with 
counties and cities impacted by oil and gas development; management of the Ethanol Production 
Incentive and Biofuels Blender Pump programs; and staff support for the Renewable Energy 
Council. Legislators and citizens need a place to come to collaboratively address upcoming 
priority needs. The efforts led by the Department of Commerce in collaboration with the 
Department of Transportation, Upper Great Plains Transportation Institute and local political 
subdivisions that resulted in current plans now working their way through the legislature process 
is a prime example of a successful cooperative effort. Conditions in oil and gas counties are 
likely to change drastically in the upcoming months, and the Energy Division would help the 
executive and legislative branches plan for and meet those changing needs. 

Although a major focus of this legislative .session has been on managing the growth of the state's 
oil development, the oil boom will not last forever. We must continue to diversify our economy 
and develop other industries that will contribute to the strength of our state. 

We believe it is again time to look at what our state and its businesses need to do to prepare for 
the future. The business community plays a key role in the long-range planning for our state and 
its economy, and we need to work with th~ Department of Commerce, Legislature, and Governor 
to develop a long-range plan that will continue to advance North Dakota. 

The North Dakota Chamber has led two private-sector-driven statewide visioning initiatives, and 
key strategies and major components of both were adopted by the legislature and the state 
economic development agencies. 

In 1990, North Dakota launched the statewide North Dakota Vision 2000 Initiative, a broad­
based economic develop111ent and change process to create a new economic vision and action 
plan to stimulate the economy and society. The legislature endorsed many of those initiatives 
when it passed the Growing North Dakota legislation. At that time our state's population was 
expected to drop below 600,000 by the year 2000. Today our population is 672,000 and is 
projected to continue to grow. 

In 2000, North Dakota's New Economy Initiative was launched to help North Dakota emerge as 
a leading innovation-based rural economy in the 21 st century. Although many ofus had never 
heard of nanotechnology, centers of excellence, interrnodal transportation, research corridors or 
statewide talent pool strategies at the time, progress has been made in all of these areas since this 
initiative was launched. In addition, a majority of the New Economy Initiative Action Plan was 
adopted into the Economic Development Foundation of North Dakota's strategic plan and is the 
framework for the Department Commerce business development efforts. Based on these 
collaborative efforts, North Dakota has moved from 45th in the overall States New Economy 
rankings in 2000 to 36th in the 20 IO rankings. This is a significant improvement and says we are 
improving in terms of economic dynamism, innovation capacity and globalism. 
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Although North Dakota has experienced success in advancing the state's economy and growing 
its population, we have a long way to go. The North Dakota Chamber believes it is time to take 
another hard look at ourselves and determine what needs to be done to continue to move North 
Dakota forward in a rapidly changing, highly competitive global economy. Like a successful 
business, a state or regional economy needs a portfolio of strategies to make sure that we are 
taking all the right steps to create a business-friendly environment in North Dakota that leads to 
new economic opportunities and prosperity for all North Dakotans. 

The North Dakota Chamber is willing to take a leadership role in this effort, but this cannot be 
accomplished without tremendous resources and support. With a strong Department of 
Commerce in place, private-sector-driven initiatives can move forward quickly because the 
necessary partnerships are already formed to address both the challenges and opportunities in 
strengthening our state's economy. It is important for business and government to support these 
collaborative efforts in building a knowledge-based economy, which embeds ideas, innovation 
and technology into industry sectors. 

The Department of Commerce plays an important role in providing communication, cooperation 
and coordination among those involved in the state's business development. This remains 
essential to creating a vision for the long-term success of the state and its business community. 
We encourage you to support HB 1018 as'proposed by the Governor. 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

MARCH 15, 2011, 8:30 A,M. 
SENATE APPROPRIATIONS COMMITTEE 

HARVEST ROOM 

SENATO_R HOLMBERG, CHAIRMAN 

TRACY FINNEMAN, MARKETING MANAGER 

Chairman Holmberg, members of.the Committee, Good Morning! My name is 
Tracy Finneman. I am the Marketing Manager at the North Dakota Department of 
Commerce, and today I will provide information and results regarding our 
marketing and communications efforts at Commerce. 

The Commerce marketing and communications program serves three primary 
functions: public information, accountability and promotion. 

1. First, we inform our partners in economic and community development 
organizations, and in the general public, about Commerce programs and 

· services and how they can access them. 

2. Second, we hold ourselves accountable by distributing results about our 
activities to help policy makers and North Dakota citizens see how public 
tax dollars are being used. 

3. Third, we enhance North Dakota's image through promotion and marketing 
efforts that focus on North Dakota as a great place to live, work, play and be 
in business. 

STRATEGIES: We use a variety of tools in each of these areas. A few important 
strategies you may have seen in action include: 

• News releases, newsletters, news conferences: In 2009, Commerce 
distributed 125 news releases, and in 2010, that number grew to I 50. We 
write and distribute five different electronic newsletters on varying cycles, 
and we coordinate news conferences with partners whenever a program or 
service rises to that level of importance. 

• Media response and media outreach: On average, we respond to media 
inquiries three out of five business days a week; that's nearly 200 media 
contacts a year! Since March I, we've worked with reporters from: 

o Sparkasse (German business magazine) 
o Wall Street Journal 
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• o New York Times 
o Times of London 
o WCCO Radio in Minneapolis 
o Bloomberg 
o News Radio 680 in Raleigh, NC 
o Prairie Public Radio 
o KFYRRadio 
o Fargo Forum (2) 
o Minot Daily News 
o KXMBTV 

Since 2009, our earned media placement program - pitching stories to top­
tier national and international media - has garnered page I or top billing in 
the Wall Street Journal, New York Times, BBC Radio, Bloomberg, NBC 
Nightly News, CBS Early Show, News Week, Time, Washington Post, and 
Fox Business, just to name a few. 

• Digital Communications and Social Media: The public today is real-time 
and tech-savvy. We continuously research and survey our partners so we 
provide information in a format that works best for them. Through social 
media, we can provide realctime information to the public as well as forward 
good news about North Dakota farther and faster than we ever could before. 

For example: I mentioned the Wall Street Journal earlier. On Feb. 26, the 
Journal ran a prominent story with the headline "North Dakota Strains to 
Fill Jobs." Here's how we generate a positive ripple with earned media 
placement and an integrated marketing approach. 

First, that placement has generated three subsequent out-of-state media 
stories: one with the Times of London, one with WCCO Radio and one with 
News Radio 680. Second, we posted the Journal story for our Ambassadors 
on Facebook, Linkedln and ,Twitter. Fourteen individuals re-posted or re­
tweeted the story; 221 people viewed the story as we provided it; and 287 
Facebook users shared our link with their friends, generating 462 comments 
(and 8 out of 10 of those comments were positive in tone). The power of 
digital media is staggering,)and Commerce is well positioned to leverage 
that power on North Dakota's behalf. 

" 
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• Influencers: We all know a personal referral is the best marketing tool. At 
Commerce we currently leverage 7,000 North Dakota Ambassadors -
influencers if you will - and their subsequent connections through our social 
networks to extend the reach of our key messages. In the past two weeks 
and within 24 hours of their release, one North Dakota Ambassador 
forwarded three rankings by the Gallup Organization. 

o North Dakota ranks #1 for the best job market in the country. 
o North Dakota shares the #1 spot with Wyoming for the LEAST 

number of people who are UNDERemployed. 
o North Dakota ranks #3 for well-being among all states. 

Thanks to one influencer, we're able to spread that good news to others. 

RESULTS. This takes us to results. All of these efforts are clearly important, but 
what makes them vital is the results they generate. Here are three quick high 
points: 

I. The number of media inquiries we receive at Commerce has grown by 10 
percent each of the last five Years. Commerce is clearly seen as a reputable, 
credible resource for media, in-state and out-of-state. 

2. We've tracked 185 POSITIVE earned media placements in 2009 and 2010 -
most in top tier media outlets. (In case you 're interested, the value of this 
one marketing strategy is more than double our entire program budget.) 

3. We were contacted this past summer by the editors of Delta Sky magazine. 
They were interested in doing a piece on North Dakota. That piece became a 
30-page feature in the October issue and stayed in every plane, in front of 
more than 5 million readers for 31 days. American Airlines followed suit 
with a feature article appearing in their December in-flight magazine. It's an 
exceptional feature on North Dakota; perhaps its greatest value is in how it's 
armed people to "talk up" our state. We have multiple examples in our office 
alone of Delta travelers hearing other passengers and flight attendants 
discuss the North Dakota feature and recite positive facts to each other about 
our state's strong economy, budget Surplus, job opportunities and quality of 
life. I can't help but say it: priceless. 

One final area managed through the Commerce Marketing and Communications 
team is the Partners in Marketing grant program, which makes available $250,000 
for local economic development organizations to effectively market their 
communities and regions forp~mary sector business and workforce recruitment. 
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In our current biennium, we've already committed over $233,000 to 35 city and 
county economic development organizations statewide. 

SUMMARY. The Commerce m_arketing and communications program serves 
three primary functions: we inform our partners, we hold ourselves 
accountable, and we enhance North Dakota's image. 

I'd be happy to answer any questions you have. 

Thank you. 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
MARCH 15, 2011, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 
HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

JUSTIN DEVER - MANAGER OF OFFICE OF INNOVATION AND ENTREPRENEURSHIP, ND 

DEPARTMENT OF COMMERCE 

Mr. Chairman and members of the committee, good afternoon. I am Justin Dever, Manager of 
the Office of Innovation and Entrepreneurship for the North Dakota Department of Commerce, 
and I am here before you today to provide information on the innovation and entrepreneurship 
initiatives included within HB 1018. 

The Office oflnnovation and Entrepreneurship was formed in May, 2007, to manage the Centers 
of Excellence and Innovate North Dakota programs. During the 2009 session, the department 
was also given a new technology-based entrepreneurship grant program, which is managed by 
this office. This office includes 3 staff members: myself as manager, a program manager for the 
Innovate ND program, and an accountability officer for the Centers of Excellence program. 

Innovate North Dakota 
Innovate ND was launched in the fall of 2006 to provide a pathway for new and existing 
entrepreneurs with ideas for product or service innovations. Coaching, training, and incentives 
are provided that help them develop their concepts and ready them for a pitch to the investment 
and financial communities. In the current biennium, Innovate ND has had 202 business ideas 
submitted with a total of 387 people participating in the program. There are currently 100 new 
businesses in operation or development in the state that have participated in Innovate ND 
program. Since its inception, we've helped 350 teams with a total of700 participants. 

The state funds for Innovate ND are used for educational content, technical assistance provided 
to participants by our partners, and program administration. The prize money awarded to the 
Idea Champions is provided by the sponsors of the program. 

Centers of Excellence 
This office also carries out critical functions for the Centers of Excellence program. We manage 
the application, review and award process, as well as monitor the Centers for their results in 
meeting the objectives of the award. The current competitive grant program was launched in 
2005 and has received approximately $6_0 million in legislative appropriations over the past three 
bienniums. To date, 20 Centers of Excellence have been approved and six Centers of Excellence 
Enhancement grants have been awarded. As of June 30, 2010, the centers have spent $26.2 
million in state funds. These state funds have leveraged a total of $152.9 million in private 
sector and other funds. According to a recent study conducted by NDSU, the Centers of 
Excellence program has had a total economic impact of over $406 million. The program has 
lead to a direct job creation of l ,O 17 people with an annual payroll of over $53 million - an 
average of $52,467 per job. 
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Mark Nisbet, chairman of the Centers of Excellence Commission, provided in depth information 
about Centers of Excellence including the proposed revisions to the program. 

Technology-based Entrepreneurship Grant Program 
In 2009, the legislature approved $1 million in funding for a "technology-based entrepreneurship 
grant program to be developed by the Department of Commerce." In developing this new 
program, Commerce worked with the entrepreneurial centers across North Dakota including the 
UNO Center for Innovation, the NDSU Research & Technology Park, the I.D.E.A. Center in 
Bismarck, the DSU Strom Center for Entrepreneurship and Innovation, and the Southern Valley 
Innovation Center in Wahpeton. We cbnducted a survey of entrepreneurs to determine the top 
issues they needed assistance to further their growth. The results showed the top three issues as 
being: 1) access to capital, 2) marketing assistance, and 3) entrepreneur infrastructure. We also 
held a focus group with entrepreneurs and further roundtable discussions concerning the next 
steps for moving forward with the grant program and laying out the vision and goals of the 
program. 

The vision and goal of the technology-based entrepreneurship grant program is to grow 
technology based entrepreneurship in North Dakota through providing grants in four main areas: 

1) Access to capital 
2) Marketing Assistance 
3) Entrepreneur Infrastructure 
4) Entrepreneurial Talent 

Certified entrepreneurial centers are eligible to apply for these grants, either for specific projects 
with entrepreneurs or to develop programs that will assist entrepreneurs in the four main areas. 

To date, we have held three grant rounds and have awarded $583,000 to entrepreneurial centers. 
We will be holding additional grant rounds prior to the end of the biennium and anticipate that 
all of the remaining funds will be obligated. We have requested carryover authority for this 
!)rogram to allow us to disburse a portion of the funds at the end of the projects instead of 
distributing all of the grant funds up front. 

Mr. Chairman and members of the committee, that concludes my testimony and I am happy to 
entertain any questions . 
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Centers of Excellence Testimony for House Bill 1018 

Mark Nisbet, Chairman, Centers of Excellence Commission 

March 15, 2010 

Mr. Chairman and members of the committee. My name is Mark Nisbet and I serve as the chairman of 

the Centers of Excellence Commission, which I have done so since the program was launched in 2005. 

Today I will be providing information concerning the results of the program, the monitoring of the 

current centers, and the proposed modification of the program. 

Results 
We have provided you with copies of the 2010 Centers of Excellence Annual Report. This report 

contains details about the overall results of the program, as well as individual results from each of the 

centers. As of June 30, 2010, the centers have spent $26.2 million of the awarded funds and have 

leveraged over $150 million from the private sector and other sources. 

We commissioned NDSU Professor Larry Leistrich to conduct an economic impact study of the Centers 

of Excellence program. This study demonstrated that the program has had an overall economic impact 

of $406.5 million. 

The program has lead to the creation of 1,017 direct jobs with an estimated annual payroll of $53.4 

million. Eighteen new or expanded businesses have resulted from the Centers of Excellence program. 

Monitoring 
The Centers of Excellence Commission, with assistance provided by the Department of Commerce, has 

the responsibility to monitor each center for a period of six to ten years. Information is gathered by the 

Department of Commerce from each of the centers on a quarterly basis and then presented to the 

Commission. The Department of Commerce gathers the information in three ways: 1) through a 

functional review that is completed annually by each center, 2) by conducting a site visit of each center 

at least annually, and 3) by a quarterly update provided by each center during the quarters that they are 

not completing the functional review or site visit. 

The Commission reviews each center that has completed at least three full fiscal years of operation and 

makes a determination on whether or not it is on track to meet its desired economic impact. The 

Commission reviewed the nine centers in June, 2010, that had been in existence for three full fiscal 

years. Of these nine, the Commission had determined that seven were on track to meet their desired 

economic impact and that two needed improyements. The two centers that needed improvements 

included the NDSU Center for Surface Protec'tion and the VCSU Enterprise University. Both centers have 
I' 

been impacted by the national economy. Th,e Commission will be reviewing the centers again in the 

upcoming months to make another determination based upon the most recent data collected. 
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• Centers of Excellence Proposal 
The Centers of Excellence Commission is in.support of the proposed changes to Centers of Excellence. 

The changes were recommended by the Governor in House Bill 1018, which had closely resembled the 

changes recommended by the interim Workforce Committee in Senate Bill 2057. Both proposals create 

three separate Centers of Excellence: Research Centers of Excellence, Workforce Centers of Excellence, 

and Entrepreneurship Centers of Excellence. 

As introduced, HB 1018 extended the sunset for the current Centers of Excellence statute until 2021. 

This extension is important because it allows the Commission tq distribute funds to awarded projects 

and to continue monitoring the centers designated under this chapter of statute. The July 31, 2021, 

sunset date is in line with the six to ten year monitoring time period required for each center of 

excellence. The House removed the extension and instead transferred responsibility to the Department 

of Commerce for distribution of funds and continued monitoring. 

In addition to the sunset provision, there were a couple of other changes made to the existing statute. 

The first amends the center's annual audit requirement. This change is a result of a State Auditor's 

Office recommendation that we either require fiscal audits of the centers or request a legislative 

change. This change would require a fiscal audit at two points: at the halfway point of the monitoring 

period and at the end. Other years the Commission could instead require an agreed upon procedures 

engagement, which is what we have currently been using. The House amended this section to include 

specific requirements for agreed upon procedures. 

The second change removed the limitation that only two and one-half percent of the funds appropriated 

to the program would be available for administrative expenses. There would be no additional funds 

appropriated to the existing program under N.D.C.C. Chapter 15-69 in the future, so this limitation 

would actually prevent any funds from being used for administrative expenses. There are expenses 

associated with the ongoing monitoring of the centers and we would like the ability to use the interest 

earned to pay for these expenses. 

Centers of Research Excellence 
HB 1018, as introduced, created a new chapter for a Centers of Research Excellence program. This 

included eminent researcher recruitment grants as part of the Centers of Research Excellence program. 

This roughly mirrored the program created in SB 2057, with the exception that HB 1018 provided 

eminent researcher recruitment grants as~ matching grant for recruitment and startup costs instead of 

providing funds to endow eminent researcher chairs. 

As proposed, the two research institutions'would .be eligible to apply for funding under the Centers of 

Research Excellence progra~. This program would be administered by the Centers of Excellence 

Commission and would have criteria similar to the current Centers of Excellence program, including a 

two-to-one matching requirement. 

As introduced, the total budget for Centers of Research Excellence was to be $13 million and is broken 

down for the following components: 
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• Up to $2 million for eminent researcher recruitment grants. 

• Up to $3 million for Centers of Research Excellence Infrastructure grants. This was removed by 

the Senate in SB 2057. 

• At least $8 million for the general Centers of Research Excellence grants. 

Centers of Entrepreneurship Excellence Grants 

As introduced, HB 1018 established a new Entrepreneurship Centers of Excellence program. This 

program would be administered by the Centers of Excellence Commission and would provide funding to 

certified entrepreneurial centers in order to assist entrepreneurs in four key areas: 

1) Access to capital 

2) Marketing assistance 

3) Entrepreneur infrastructure 

4) Entrepreneur talent 

Current entrepreneurial centers certified by.the Department of Commerce include the UND Center for 

Innovation, the NDSU Research & Technology Park, the I.D.E.A. Center in Bismarck, the DSU Strom 

Center for Entrepreneurship & Innovation, the Southern Valley Innovation Center in Wahpeton, the 

MiSU Severson Entrepreneurship Academy, and the Standing Rock Entrepreneurial Center. Each of 

these centers would be eligible to apply for funding for either specific projects associated with an 

identified entrepreneur or to develop programs to assist entrepreneurs in the four key areas. 

The total budget for Centers of Entrepreneurship Excellence grants is up to $5 million of the funds 

transferred to the Centers of Excellence fund. 

Centers of Workforce Excellence 
As introduced, HB 1018 amended the workforce enhancement grant statute to rename it to Centers of 

Workforce Excellence. Under this program, grant awards would be recommended by a Centers of 

Workforce Excellence Council, with the final determination made by the Commissioner of Commerce. 

The two year colleges would be eligible to apply for these funds and would need to secure at least one 

dollar of private industry matching funds for each dollar of state funds. 

The House kept in $2 million in funding provided for this purpose, but did not approve the name change 

to Centers of Workforce Excellence. 

I would encourage your support for Centers of Research, Entrepreneurship, and Workforce Excellence 

included in HB 1018. I would be happy to answer any questions you may have. 
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CENTERS OF EXCELLENCE PROGRAM 

2011-2013: $20 million 

$18 million 
(COE Fund) 

$2 million 
(Workforce Fund) 

I \ 
Entrepreneurship COE 

(business incubators) 

Up to $5 million 

Research COE 
(NDSU and UND) 

$13 million 

I \ 
Eminent Researcher 

Grants 
Infrastructure Grants 

Up to $3 million 

Up to $2 million 

\ 
Workforce COE 

(2-year colleges) 

$2 million 

1. The Center of Excellence Commission oversees the COE Fund (proposed at $18 million). 
2. The Workforce COE Council oversees the Workforce Fund (proposed at $2 million). 
3. Unused funds for the Entrepreneurship COE, Eminent Researcher Grants and the Infrastructure Grants 

may be made available for Research COE Grants. 



• Petroleum Safety and Technology Center of Excellence 

Williston State College 

Good morning Chairman Holmberg and members of the Committee. My name is 
Deanette Piesik, Executive Director of TrainND - Northwest at Williston State College. 

In 2006, Williston State College received $400,000 to start the Petroleum Safety and 
Technology Center of Excellence. These dollars were matched by 20 oil and gas 
companies. This seed money provided the incentive for the industry to collaborate with 
the TrainND Division to develop entry level training for service rig companies -

Floorhand Training for Well Servicing. Key Energy donated a service rig; other 
companies provided the equipment and drilled two instructional wells. A strong 
partnership was developed between the oil industry and TrainND primarily due to the 

fact that companies seen the willingness of the state to fund programs that addressed job 
creation. 

The oil and gas industry has requested TrainND to develop additional technical training 
programs. 

• Commercial Drivers License Training 

• Well Control for Drillers and Well Servicing Companies 

• Lease Operator Program 

This past year the DOC completed a workforce needs/skills survey of existing oil and gas 
companies. In the top four occupations in the highest demand that make up nearly 50 
percent of the total expected jobs include service rigs and lease operators or pumpers, in 
addition there is a high need for truck drivers. All of these training programs are part of 
this Center. 

Since this Center started in 2006 over two million dollars has been received in state 
funding, those dollars have been matched with cash or equipment by the oil and gas 
industry. This speaks to the quality and strength of the Centers of Excellence Program. 
In Fiscal Year 2010, 180 oil and gas companies have sent their employees to one or more 

of the 332 training sessions. This program should continue to receive funding as it is a 
great return on investment to the state. 

Thank you for this opportunity to present information on the Petroleum Safety and 
Techno Io gy Center. 

Page 2 lists the various technical classes available. 
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• Technical and Specialty Oil and Gas Classes 

Class Number of Sessions Number of Participants 

Medic First Aid 62 517 

Defensive Driving 23 179 

Confined Space/Excavation 13 213 

H2S/Fit Testing 75 885 

Hazwoper 29 348 

Fire Extinguisher Training 5 108 

Forklift Safety 19 52 

· OSHA 500/501/502/503/511 4 19 

Floorhand for Well Servicing 4 14 

Marathon Oil Safety Orientation 53 1,328 

Aerial Lift Training 3 22 

SMART School 17 224 

Well Control For Drillers/Workovers 11 49 

Commercial Drivers License 14 52 

TOTAL 332 4,010 (duplicated headcount) 
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Senate Appropriations Committee: 
Testimony for Centers of Excellence 

NDSU ED-COE Centers 

March 15, 2011 

Philip Boudjouk, Ph.D. 
Vice President 

Office of Research, Creative Activities & 
Technology Transfer {RCATT) 



NDSU ED COE Centers 
NDSU-RCATT centers: 

" Center for Advanced Electronics Design and Manufacturing (CAEDM) 

"' Center for Surface Protection (CSP) 

" Center for Integrated Electronic Systems (GIES) 

° Center for Advanced Technology Development & Commercialization 
(CATCOM) 

° Center for Sensors, Communications & Control (CSCC) 

NDSU College of Agriculture, Food Systems, and Natural 
Resources centers: 

° Center for Agricultural Biotechnology: Oilseeds (AgBiotech: Oil) 

" Beef Center of Excellence 

NDSU College of Pharmacy, Nursing and Allied Health 
Sciences center: 

" Center for Biopharmaceutical Research and Production (CBRP) 



Achievements and Impacts 
For NDSU RCATT centers: 

• 27 private sector partners 
• Local to global 
• Small startups to Fortune 200 companies 

11 Companies come with short/long term R&D projects 
• Job creation through research takes time 

• Not all research equal - chem/bio R&D takes longer than electronics 
• Research results must be incorporated into private sector business 
• Private sector uses R&D to make/improve product(s) & service(s) 
• improved product(s) & service(s) generates new sales and revenue 
• New/additional sales and revenue then enables creation of new jobs 

• Building joint R&D portfolios 



Achievements and Impacts 
CAEDM 

• Brought new business to ND company from global company 
• Crane Wireless ➔ Phoenix International 

• 12 private sector partners -- Bobcat, Phoenix, Appareo 

CSP 
.. 

• Contributed to new startup - 1st coatings company in ND 
• Elinor Specialty Coatings, LLC (Fargo) 

• Contributed to a new spin-off coatings company in ND 
11 Triton Systems-ND (Fargo) 

11 12 partners - Marvin, TAG, SpaceAge, Triton-ND 

CIES 
• Collaborate with three ND-based software/hardware 

companies 
• Will be assisting another ND-based startup company 



Benefits of COE Centers 
.. Performs market-driven, commercially relevant R&D for private sector 
0 Supports ND companies in R&D, product development, and future business 

opportunities 
0 Enhances ND industry clusters, e.g., advanced manufacturing, 

biotechnology, information technology, etc. 

" Since private sector research partners are actively engaged in the global 
market, demonstrates to other multi-national companies that North Dakota 
has a vibrant business climate conducive to growth 

0 Brings visibility to state of North Dakota in the global marketplace 

.. Creates employment opportunities for North Dakotans 
0 Attracts local, regional, national, and global private sector partners that can 

contribute to sustainability 

° Creates and develops intellectual property and opportunities for licensing 
such IP to private sector also leading to sustainability 

,. Maximizes university's research and development capabilities and 
intellectual capital to address the needs of private sector ,. 
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March 10, 2011 

Philip Boudjouk, Ph.D. 
Vice President 
NDSU Office of Research, Creative Activities, and Technology Transfer 
North Dakota State University (NDSU) 
1735 NDSU Research Park Drive 
Fargo, N011h Dakota 58108 

Dear Dr. Boudjouk, 

Triton Systems, Inc. (Triton) is very pleased to be involved with the State of North Dakota's Centers of 
Excellence (COE) program through North Dakota State University's COE Center for Surface Protection. 
Through the North Dakota COE program, we are collaborating with NDSU's COE Center for Surface 
Protection (CSP) on a project that has enhanced Triton's scientific capabilities at the company's new 
R&D and manufacturing facility located in the NDSU Research and Technology Park Business Incubator. 
This R&D partnership will enable Triton to introduce its products into the marketplace and help grow our 
business in North Dakota . 

Interaction with the COE CSP has provided many benefits to our high quality research and development 
in North Dakota. We consider the R&D partnership with NDSU's ED-COE CSP an important 
contribution to our business success and future. We wish to continue working with NDSU via the North 
Dakota COE program, and we are currently considering an expansion of our current project with CSP. 

Triton supports the COE program which leverages matching funds from the private sector and funds 
higher education institutions such as NDSU to promote R&D partnerships between companies, 
universities, and the State. Triton urges the continuance of this unique and important program. 

We believe that one of the best means of expanding job growth in North Dakota is through higher wage 
technical job opp011unities. We strongly feel that the COE program has and will continue to benefit 
numerous companies in the State and beyond thereby leading to job creation. Lastly, we feel that the 
establishment ofNDSU's COE Center of Surface Protection has helped reinforce North Dakota's 
growing reputation as a destination for high technology businesses like Triton Systems, Inc. 

Sincerely, 

/1- ,,bt-1!- c::z .~7··· ----1/'1 ;1 /" . 
Arjan Giaya, Ph.D. 
Vice President 
Triton Systems, Inc . 

Triton Systems, Inc. 
Corporate Headquarters 
200 Tumplke Road . Chelmsford, MA 01824 

Tel: 978 250-4200 . Fax: 978 250-4533 

Wob: www.lrilonsystems.com , Email: info@tritonsystems.com 

Triton Fargo, ND 
1854 NDSU Research Circle N . Fargo, ND 58102 

Tel: 701 540-0911 . Ftu:: 701 364-9329 
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January 26, 2011 

Dr. Eng. Dante Battocchi 
Associate Director 
NDSU Center for Surface Protection 
NDSU Dept. 2760 
P.O. Box 6050 
Fargo, ND 58108-6050 

Dear Dr. Battochi, 

SYNTHETICS,LTD 
1402 39 th ST NW 
Fargo, ND 58102 

A,SpaceAge Synthetics has valued our partnership with the North Dakota Center of Excellence. They have certainly 

W"'nhanced our research efforts. We support this effort in concept and in execution. The staff from the Center is very 

much focused on real world, workable solutions. 

We have a unique product that replaces wood for higher performance under tough environmental conditions. The work 

of the North Dakota Center of Excellence fits in very well with our R&D work done with the US Navy. It is a great 

partnership from many respects. We currently employ two research engineers for this purpose. 

SpaceAge Synthetics would certainly like this program to continue and are working on an expanded statement of work 

for the next phase of this project. 

Sincerely yours, 

John Hertsgaard 
President & CEO 

• SpaceAge Synthetics LTD 



• 
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Technology Applications Group, Inc. 

January 26, 2011 

Dr. Dante Battocchi 
Associate Director 
Center for Surface Protection 
1735 NDSU Research Park Drive 
P.O. Box 5376 
Fargo, ND 58105 

Dear Dr. Battocchi, 

Research & Development Center 

Technology Applications Group (TAG) is very pleased with our association with the 
NDSU Center for Surface Protection. We have collaborated with the CSP on several 
projects which have expanded our scientific understanding of the coating characteristics 
of our product line. The primary markets for our products are the civilian and military 
aerospace markets. In order to be accepted into these markets, all products must 
undergo a thorough characterization process. Having our coatings evaluated by a well 
respected third party research facility like the CSP adds an additional level of scientific 
peer review to our work and vastly increases our product viability in the minds of the 
technical personnel who must recommend our coatings to their management and 
design engineers in the aerospace industry. We have enjoyed our partnership with the 
CSP and we place a high value on the highly trained researchers at the CSP and their 
state of the art instrumentation. 

We are in the process of defining an expanded statement of work for the next phase of 
research projects with the CSP. We anticipate that the research results generated by 
this work will allow TAG to expand into a new market niche that will dramatically grow 
our business in North Dakota. TAG supports the mechanism that allows the leveraging 
of matching funds and promotes partnership between companies. In addition, TAG 
anticipates spending $25,000 to $60,000 on the upcoming research projects with CSP. 

One of the best means of expanding job growth in North Dakota is through high paying 
technical jobs like those at the NDSU Center for Surface Protection. We strongly feel 
that the Center for Surface Protection has and will continue to benefit numerous 
companies in the tri-state area and beyond. Lastly, we fell that the establishment of the 
Center of Surface Protection has helped reinforce North Dakota's reputation as the 
research corridor for the world's coating industry. 

Sincerely, 
~ 

w ~ ~~---
Bill Gorman, Ph. D . 
Director of R & D 

810 South 48th Street/ Grand Forks, North Dakota 58201 / (701) 746-1818 / FAX (701) 746-1910 
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June 10th, 2010 

Dear Dennis and Phil; 

PPG Industries 

PPG Industries, Inc. 
Office of Science and Technology 
4325 Rosanna Drive 
Allison Park, Pennsylvania 15101 
Telephone (412) 492-5293 
Fax (412) 492-5577 

Tmman F. Wilt, Ph.D. 
Director S& T 
Government Initiatives and Analytical 

Thank you for the opportunity to participate in the Centers of Excellence Summit held at NDSU. As 

follow-up to the summit, I felt compelled to write this brief note to highlight some additional comments 

about the state program and North Dakota State University. 

As I mentioned during the summit's panel discussion, NDSU has a tremendous "brain trust" throughout 

the university. The researchers associated with the Centers of Excellence are exceptional in their 

respective fields not only from a knowledge and expertise aspect but also from their practical 

approaches to what one often calls "industrialization problems". This "brain trust" is truly exemplified in 

the broad scientific portfolio offered through both the university and the Centers of Excellence. From 

my personal experience with both the university and the COE program, the Centers of Excellence 

program is structured in such a way as to necessitate and ensure that all participants (i.e. the state of 

North Dakota, NDSU, the Centers of Excellence, and the respective corporate partners) have "skin in the 

game" from a monetary, a contractual, and an intellectual standpoint. Simply stated there is ownership 

at all levels and by all participants. Obviously NDSU and the Centers of Excellence are results driven. 

There is definitely a "can do" attitude at NDSU. 

In my assessment, working with NDSU and the Centers of Excellence exemplifies a "Best Practice" for 

collaborative partnerships between the public and private sectors. I personally look forward to 

continuing our current collaborations and exploring future opportunities. 

Sincerely, 

Truman F. Wilt 
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• • ' LD-CAP Benefits Accrued to North Dakota 
• Enhance ND's leadership position in 

Unmanned Aerial Systems (UAS) R&D 

• 

• Enhance and strengthen university research and educational programs 
and interactions with private sector in ND : 

,. UAS studies (UNO) 
I!. K' a r,;, ... 
ry ~!iUE~ , -· 
'~·~ ..--~1~1-~ ~-- .... \:.;.;,,.--::,-

- ..... 

• Advanced microelectronics (NDSU) 

• Attract national airspace initiatives to take place in ND 

• Create high paid, advanced 

manufacturing jobs in N.D. 
~ 

~~ 

tlfti 

CNSE 
;,;nsu 
Center for Nanoscale 
Science and Engineering 



• • 
LD-CAP Benefits Accrued to North Dakota 

• Foster ND university partnerships NDSU • ~ 

• Foster public - private sector partnerships 

• Collaborative partnership with DoD • -~ 
,1#" ~ " ' ...... ·~ ' ,:~"' 'i ' 

• Provide equipment and safety enhancements for 
ND's general aviation pilots 

• 

• Opening a portion of airspace for UAS integration will result in significant 
economic development in the State of N.D. ➔ Create new jobs 

CNSE 
1'I k<;U 
Genter for Hanoscale 
Science and Engineering 
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• • 
UND Role 

• Acquire data From existing FAA radars 

• Manage operations of ND National Guard sentinel radars 

• Aircraft operations 
(Manned and Unmanned) 

• NextGen training curriculum development for pilots and mechanics 

• 



• • • 
UNO Role (continued) 

• Administer an Equipage Incentive Program for participating local pilots 

• NextGen radio beacons for their aircraft • A~.~~ ~-~o 

• Display for weather and other air traffic 

• Equipment installed by ND avionics shops ➔ job creation 

qr::::)/. . 
..J,4ME5TD,~ 

Al/IONICS. r.:c~ 
HISMARC.KAERO CE.NTER 

~ 

FARG--S, 
JET CENTER INC ~EXECUTIVE AIR 
l\,tlAINllit-lAr-.J,<:;:I!, 

'"'"n _,,,,,......,,. ,.,_ AV>C>N1<";~; 

• Work with MITRE (who assists FAA with aviation R&D) [ MITR~,. J 

• Collect and analyze data from tests 
. \)}~: .. '.~:::;_:;:i/::::~it 
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• 
LD-CAP Project 

• Overview 

• UND's Role 

I· NDSU's Role I 
• Summary 

• • -,s,,:~., -. --~~.~ . ,-.~, .. f?-r:r,2di.V;~~rr~·:., .·' :f ~M 

CNSE 

, ... )~-j I 

~~-

NDSU 
Center for Nanoscale 
Science and Engineering 
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NDSU Role 

• Research and design an original, proprietary microelectronic radio chip 
(based on the "Nex!,Qen" ~-q_~9con) 

• Miniaturized 

• Low Power ) , •.. ~ .. · . . .· -.:a.) 

• Low Cost 

• Light Weight 

• Partner with Appareo to perform research and design of advanced 
miniaturized radio chips for UAS and global avionics 

• Add new engineering capabilities and intellectual capital for radio chip 
design to enhance microelectronics capabilities at NDSU and in N.D. 

➔ 

· ~~f .;~--r.=:, 
:~-4:' ' --- -:.,, .. ~f -7~ ~ 

CNSE 
I 

NJ)SU 
Center for Nanoscale 
Science and Engineering 
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NDSU Role (continued) 

• Assist N.D. private sector in research, development, and 
commercialization of advanced microelectronics 

• 

• Help Stimulate Technology-Based Economic Development 
("TBED") in N.D. ➔ job creation in microelectronics 

• Enhance the advanced manufacturing cluster in N.D. 

• Provide NDSU students with knowledge and training in 
research and design of advanced microelectronics and 

. . 
av1on1cs 

~ ;J-.:,-~ ~~- ~ , ,r- #' ---< 
,.,,--·~ ½$, :; .. · .. :i,_ ,( 

~;,,.':" ~-. ~. 

;.? ' \: ~,v 
~.

,. ••."• .. ,._:':~,?.:,~~:~-.i'<l.•: .' _-- ·- . . ·-~~::~~- --~ . :; -~ . i, ' ,, .. ·, '' '"./ 
CNSE 

Nl)SU 
Center for Nanoscale 
Science and Engineering 
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LD-CAP Project 

• Overview 

• UND's Role 

• NDSU's Role 

I• Summary 

• • ·~:;:--~~ ,.,.- .. :g 
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CNSE 

~ 

NDSU 
Center for Nanoscale 
Science and Engineering 
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Summary 

Opportunity 
• Pioneer in ND the opening of U.S. airspace for 

Unmanned Aircraft Systems (UAS) 

Actions 
• Legislative support for the LO-CAP program 
• ND public-private partnership: state+ universities+ private sector 

Benefits and Rewards 
• UAS airspace access / enhanced UAS operations 
• Enhance ND leadership in Unmanned Aircraft Systems 
• New capabilities & knowledge in advanced microelectronics in ND 
• Provide benefits to ND pilots ➔ Improved safety and equipment 
• New short and long-term economic development ➔ Create high paid 

advanced manufacturing jobs 

CNSE 
NDSU 
Center for Nanoscale 
Science and Engineering 

APPAREO 
S'l"STt:.\I!'> 



• • Why a Center of Excellence? 
• Within the next 15 years UASs will become the overwhelming 

airborne platform of choice for everything in except passengers 
• The Fargo Air National Guard and Grand Forks Air Force Base will 

have extensive UAS missions 

• The UAS applications include: 
- Precision agriculture 
- Low altitude crop assessment 
- Range management 

Early Invasive species detection using emissions measurement 
- Wind farm maintenance 
- Chemical and irrigation applications 
- Department of Natural Resources 
- Law enforcement, and, 
- Border Security 

• The UAS COE has expanded into state wide partnerships 

• 

0 The UAS COE has already attracted UAS manufacturing, operations, 
and maintenance companies to North Dakota 

• UASs will impact almost all North Dakota Government Agencies 



Nowhere but in North Dakota exists all of the elements needed to the 
success of the UAS Center. North Dakota has unlimited-uncontested 

airspace, low population density, northern border proximity, support from 
the FAA, ND State Aeronautics Commission, local airports and local 
communities, federal legislative contingent, the Governor, along with 
existing UAS missions for the US Air Force, ND Air National Guard, 

Homeland Security, Border Protection, tied to a major research university 
and the largest collegiate flight training program in the country, in a cold 

weather climate with a complete range of flying conditions. 

Opportunities and challenges have emerged at Grand Forks Air Force Base 
due to the mission change from manned tankers to unmanned aircraft 

systems. This emerging sector offers considerable promise for long-term, 
sustained community development and job creation as the relatively young 
field of unmanned aircraft systems. Additionally, no other state is as well 
positioned as North Dakota for national and international leadership in 

unmanned aircraft systems. 
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• • UAS COE Objectives 
• Establish Private industry Partnerships with North Dakota 
• Attract Private Industry to relocate to North Dakota 
• Establish Revenue Generating Assets to Become Self Sufficient 
• Provide a Cold Weather Test Site 
• Lead the Transition of UASs from the Military to Civilian Applications 
• Fill Emerging UAS Jobs in North Dakota 
• Capture Aerospace Research Funding 

Department of Defense 
Private Sector Investment 
Federal Aviation Administration 

• Develop and Provide Training for 
"Everyone who Touches a UAS" 
Commercial/ Instrument Ratings 
New Degree Curriculum at UNO 

• Safely Integrate UASs Into the National Airspace 
• Develop Commercial Applications for UASs 
• Develop National Standards for UAS Operations, Training, 

Maintenance, and Research 
• Provide "Ever Vigilant" Northern Border Homeland Security 

Establish Ties to Border Patrol, Law Enforcement, and TSA 
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Agricultural Applications: 

• Monitor farm and agriculture related features: 
Precision application of chemicals and fertilizers 
Moisture levels in fields 
Crop growth and density 
Applications in hard to reach places 
Spread of any crop destroying pests 
Location of farm equipment 
Vandalism and theft of crops or farm animals 
Progress and quality of work of autonomous combine harvesters 
Crop conditions; healthy, diseased, and dead vegetation in fields 
Crops impacted by pests, insects, or rodents 
Timber maturity, Forest products health 
Plot outbreaks of animal diseases 
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• • 
UAS COE Cash Funding Leverage 

FY 2006 Funding: $2.9 million 
- State of North Dakota: $1 million UAS Economic Development Center of Excellence 
- DoD FY 2006 Funding: $1 million 
- DoD: $200,000 flight performance research 
- FM $700,000: for Center of Excellence for General Aviation Research 

FY 2007 Funding: $3.27 million 
- DoD FY 2007 UAS Funding: $2.776 million 
- FM: $489,000 

FY 2008 Funding: $4.76 million 
- North Dakota State COE Commission: $1.5 million 

CASH TO DATE: 31.58 million 
State Funding: $5.85 million 
DoD I FM Funds: 22.73 million 
Private Sector Cash $3.0 million 

- DoD FY 2008 UAS Funding: $3.0 million 
- FM: $260,000 

FY 2009 Funding: $3.9 million 
- DoD FY 2009 UAS Funding $3.6.million 
- FM: $300,000 

FY 2010 Funding :$9.15 million 
- ND ECO $2. 75 million 
- DoD FY 2010 UAS Funding $6.4 million 

FY 2011 Projected Funding: $7.6 million 
- ND ECO $600,000 
- DoD FY 2011 UAS Funding $4.0 million 
- Private Sector Partner $3.0 million (Cash) 

FY 2006-FY 2011 In Kind: $4.70 million 
- Lockheed: $1.35 million 
- National Institute of Health: $1.6 million 
- L-3 Communications: $1.75 million 

TOTAL IN KIND: $4.7 million 

TOTAL FUNDING TO DATE: 
Cash + In Kind: $36.28 million 



• • 
Private Sector Partners 

L-3 Communications American Crystal Sugar Appareo Systems Cirrus Design 

)Q 
communications 

I I I 

Ideal Aerosmith 

\~k lOf!AL AER□SMITH 
Mayo Clinic 

~ MAYO CLINI~ 

Northrop Grumman 

Nt.~.,.,,.,_m,ip G. N 

A'iJIAmcric.an 
l~t! Crystal 
~("'• Sugar 
~ Company 

Diamond Aircraft 

• Diamond. 
---=~·~;;,;;~r.'' 

INSITU (Boeing) 

~ITU~ 

Microsoft Corp. 
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MITRE Corp 

MITRE 

P,LANI dlNIUI' 

General Atomics 
;+c·. · . 
·~\. .'Af\10/IFF!UAIEO CO.UPANIES 
~,,__" ~-: l , . ~-: 

Killdeer Mountain Mfg. 

Micro Systems Tech. 
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• • 
Public Sector Partners 

Cavalier County Job Development Authority 

Northland Community College 

Federal Aviation Administration 

Grand Forks Region Economic 

Development Corporation 

North Dakota National Guard 
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• • • University Partners 
• Odegard School of Aerospace 

Sciences 
r.y;y~ 

y l l~~,rt~!:).:::!J, 
..... ---··-·· -- ""ORT ti D/\KOT/1 

0 UNO School of Engineering and Mines 

• UNO College of Nursing 
- Northern Plains Center for Behavioral Research 

• UNO Center for Innovation 

• NOSU College of Engineering 

0 NOSU Tech Park 
- Appareo Systems 
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••• • • 
Looking Ahead 

• Continue Research in: 
- Agricultural Applications 
- Cold Weather Applications 
- Northern Border Security 
- UAS Flight Certifications 
- UAS Radar Controlled Test Range 
- UAS Sensor Payload and Ground Based Control Stations 
- UAS Human Factors Issues 

• Continue to Attract Private Sector Companies in North Dakota 
- L-3 Corporation 
- Northrop Grumman 
- Ideal Aerosmith 

• Develop and Support Spin Off Companies From Private 
Sector Partnerships 
- Bold Method LLC. Training software 
- Appareo Systems 



North Dakota University System 
Engrossed HB 1018 - Senate Appropriations 

March 15, 2011 
William Goetz, Chancellor 

Good morning, Chairman Holmberg and members of the Senate Appropriations Committee. 
For the record, my name is Bill Goetz, Chancellor, North Dakota University System. On behalf of 
the NDUS, I ask consideration to restore the full $20 million investment originally included in HB 
1018 for the Centers of Excellence program. 

• Research is an essential component of the core mission of North Dakota's comprehensive 
University System, and the state's investment in research reaps benefits that go well 
beyond the return received from the immediate projects. 

• New technologies developed through research lead to new businesses that apply these 
technologies and, in turn, create jobs that diversify and expand North Dakota's economy. 

• Since 2003, investment made in the Centers of Excellence program has resulted in a total 
economic impact of $406.5 million to the state. This includes a direct impact of $141.2 
million generated by the Centers and their partners. 

• Partnerships are a key feature of this program and are essential to its success. The Centers 
have formed partnerships with 190 companies and leveraged over $150 million in matching 
funds, more than five times the amount of state funds that have been spent as of 2010. 
These business partners include PPG Industries, Pedigree Technologies, Phoenix 
International, Intelligent lnSites, Appareo Systems, Lockheed Martin, Northrop Grumman, 
Archer Daniels Midland, Monsanto, Hess Corporation, Marathon Oil, Avianax, Novadigm, 
and Killdeer Mountain Manufacturing, to name just a few. 

• These R&D partnerships have had a major positive impact on the state. In 2001, the Beacon 
Hill Institute ranked North Dakota 21st in state competitiveness. Today the state ranks first 
in the nation on this overall measure, and academic research and development is cited as 
one of North Dakota's competitive advantages. 

• However, if North Dakota is to remain competitive at this level, we cannot diminish this 
focus on research or take it for granted. Much remains to be accomplished. Taking North 
Dakota to the next level requires a "next generation" research and economic development 
strategy. This strategy must address challenges such as improving the physical 
infrastructure (laboratories, equipment, technology) required for research and 

development, increasing the ability 6f our research universities to attract and retain top­
flight researchers who are engaged in ground-breaking work, and increasing the availability 
of venture capital to test potentially marketable concepts. 



• • The North Dakota University System is strongly committed to an emphasis on R&D as a 
means to economic development. This priority is reflected in our Strategic Plan which 
includes measurable objectives relating to research, entrepreneurship, and workforce 
training. 

• The Strategic Plan for the University System directly aligns with and complements North 
Dakota's Economic Development Strategic Plan which includes the following goals: 

o Create, attract and retain quality jobs and workforce in targeted industries and high­
demand occupatio_ns. 

o Accelerate innovation and entrepreneurship in targeted industries and emerging 
technologies. 

o Enhance the state education and training system's ability to meet business and 
workforce needs of the future. 

• The Centers of Excellence represent both our present and our future as a state. The 
foundation you have established has already produced direct benefits to our economy. This 
impact is only the beginning. There will be an even greater impact in the future as new 
opportunities are created - in North Dakota - for today's young people. 

• Your investment in research through programs such as the Centers of Excellence 
demonstrates strategic, long-term thinking. Maintaining our position as a top-ranked state 
requires a clear and sustained focus on research and innovation over time. The decisions 
you make today define our future as state for decades to come. 

Mr. Chairman, Thank you for your past support for the Centers of Excellence program during 
previous biennia. I urge you to continue this investment and will be pleased to address any 
questions. 

g:\terry\1100\llses\hb 1018 testimony 3-15-11.docx 
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IN THIS SECTION: 

• John Schneider's Testimony 
• ND Development Fund Economic 

Impact 
• APUC Annual Report 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

MARCH 15, 2011 

SENATE APPROPRIATIONS COMMITTEE 
HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

JOHN SCHNEIDER - EXECUTIVE DIRECTOR, AGRICULTURAL PRODUCTS UTILIZATION 
COMMISSION, THE DIVISION OF ECONOMIC DEVELOPMENT & FINANCE 

Mr. Chairman, members of the committee. My name is John Schneider, Executive Director of 
the Agricultural Products Utilization Commission which is a program of the Economic 
Development and Finance Division (ED&F). 

The ED&F Division has is responsible for promoting our State's business environment and to 
provide the necessary assistance to those individuals, organizations and companies that 
considering providing employment opportunities and generating new wealth for our State. 

ED&F has four primary program areas that support fulfilling this responsibility. Those program 
areas are: 

• ED&F business development group 
• ED&F research group 
• North Dakota Agricultural Products Utilization Commission 
• North Dakota Development Fund · 

. North Dakota Development Fund 

The North Dakota Development Fund (Development Fund) is an economic development tool 
that provides financing to support primary sector businesses. During the 2009 legislative 
session, the Development Fund was appropriated $1,250,000 and directed to invest that money 
into childcare services development. This legislative directive has expanded the Development 
Fund's funding criteria to now include non-primary sector business. For purposes of explanation 
in this testimony, the Development Fund's primary sector business financing activity will be 
reported separately from the Fund's childcare loan program activity. 

The new childcare loan program began on July I, 2009. As of February 28,201 I there has been 
$898,685 committed to support 14 childcare operations. This leaves $395,123 available to 
support additional childcare facilities between February 28,201 Ito June 30,201 I. This has been 
a program that is seeing steady and increased demand as the program continues to be marketed. 
The Development Fund is requesting an appropriation of $400,000 to continue with the childcare 
loan program throughout the 2011-2013 biennium. The North Dakota House lowered this 
amount to $250,000, which will limit the number of childcare operations the Fund can assist. 

:, ' 

Since its creation in 1991, the Developme;;nt Fund has received a total of$30 million in legislated 
general fund appropriations. In tum, the 0evelopment Fund has invested $82.2 million in 499 
projects involving 467 different primary sector businesses across North Dakota. The 
Development Fund has truly become a revolving loan fund, as exemplified by the fact that it has 
invested 2.74 times more dollars than it has received in general fund appropriations. 

Pagelof5 



• 
During this present biennium, the Development Fund has funded 36 new projects for a total of 
$6,584,463. On June 30, 2011, the Development fund is projecting to have a cash balance of 
approximately $8,805,545. The Fund has averaged approximately $5.2 million in new 
loans/investments per year over the past 3 years, and averaged approximately $2.8 million per 
year of loan/investment collections. The Development Fund covers all operating expenses, 
averaging $361,758 per year, from its loan/investment returns. If the Development Fund 
continues at its present pace in making loans/investments, realizing collections, and covering 
operating expenses, an estimated cash av~ilability of$3.2 million is projected for the fund at the 
end of the 2011-2013 biennium. 

Except for the $1,250,000 appropriated for the 2009-2011 biennium for the childcare loan 
program, the Development Fund's last general fund appropriation was received for the 2007-
2009 biennium in the amount of $3,000,000. Other than the $400,000 requested for continuation 
of the childcare loan program, the ED&F budget is not requesting any additional appropriation 
for the Development Fund proper. 

Additional details relative to the North Dakota Development Fund's history and statistical review 
is included within the Commerce information binder. 

Agricultural Products Utilization Commission 

The Agricultural Products Utilization Commission (APUC), since being established in 1979, has 
consistently been a very popular program across North Dakota fulfilling its mission of creating 
new wealth and jobs through the development of new and expanded uses for all North Dakota 
agricultural products. To achieve this mission the Commission administers seven grant 
programs and special sponsorships. The grant programs encompass; basic and applied research, 
farm diversification, marketing and utilization, prototype development, technology, technical 
assistance, and nature based agri-tourism. 

To date for the 2009-2011 biennium, APUC has awarded $930,225 to 34 projects (including 
sponsorships). The breakdown into the various program areas are as follows: 

• Basic and applied research = $206,814 
• Farm Diversification = $0 
• Marketing and Utilization = $551,411 
• Prototype Development = $108,000 
• Technology = $25,000 
• Technical Assistance = $5,250 
• Nature Based Agri-Tourism = $1,000 
• Sponsorships = $32,750 

APUC continues to be a necessary funding source to support value added businesses in North 
Dakota. APUC is currently one of the last state granting programs for companies looking to 
fund intangible costs that are necessary _t_o move projects forward but are difficulty to finance 
with traditional sources of capital. This: would include such costs as preparing business plans, 
feasibility studies, marketing plans, conducting prototype development, etc. Many of the project 
operators supported by APUC have stated that APUC's investment in the early stages of their 
project was crucial to their overall success. 

A few examples of APUC completed projects during this biennium include: 
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• FK Corporation - ND Beef Packing - The goal of this project is to build and operate a 
beef packing/processing plant at a suitable location in ND. APUC assistance supported 
the projects need to conduct an incdepth feasibility study and develop a detailed business 
plan. The project operators are now to the point of evaluating ND location options. 

• Flax USA - Flax Marketing & Utilization - APUC supported this fifth-generation family 
farm business in their efforts diversify their business by developing new flax products 
and entering new markets. Flax USA is quickly becoming the leading retail flax product 
company in the nation. 

• Growing Native Assets through Nature & Heritage- In the Fall of2010 APUC 
contracted with Marketplace ofldeas to conduct seminars on four Native American 
reservations across ND. The purpose of the programming was to promote the use of 
natural resources and the preservation of culture through gardening, famers markets, and 
other agri-business to grow the economy within North Dakota's Native American 
reservations. 311 individuals participated in the four seminars. 

The APUC funding request for the 2011-2013 biennium is $1,701,483. This amount reflects a 
slight increase to staff salaries and wages. It is also worth nothing that a portion of APUC's 
budget comes from dollars received from the agricultural fuel tax refund. These funds have been 
declining over the years. For example in the 2003-2005 biennium; APUC received 
approximately $500,000 from the fuel tax refund. So far for the 2009-2011 biennium, APUC has 
received approximately $105,543. During the 2009 legislative session the legislature approved 
the transfer of5% of the state mill and elevator's profits to the agricultural fuel tax fund to 
support APUC project funding. The 2009 transfer from the ND Mill and Elevator profits was 
$658,995.50 

The most recent APUC Grant Report (2008-20 I 0) is included within the Commerce information 
binder. 

Business Development & Research 

The ED&F Division, through its business development and research group, fulfills a variety of 
functions targeted towards in-state constituents and out-of-state target markets. ED&F's efforts 
focus on supporting businesses, local community partners and stakeholders across the state. 

ED&F's business development team has expertise and competencies in our target industries: 
o Value-Added Ag 
o Technology Based Business/Science & Technology 
o Energy 
o IT/Backoffice/Business Services 
o Manufacturing/ Aerospace 

The ED&F staff also includes expertise in the area of business retention and expansion. 

The business development & research team's efforts are very broad reaching. The group's 
primary areas of service include, but are not limited to, the following: 

• Support existing in-state companies and start-up entrepreneurial development 
o EXAMPLE: A large value-added ag processor in North Dakota was considering 

expanding their production capacity as well as making very broad upgrades to 
their existing facilities ranging from material handling, technology improvement, 
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and alternative energy utilization. ED&F staff assisted company officials to 
identify state and local finimce and tax incentive programs as well as providing 
liaison services to connect the company with key players in other state agencies. 
The company is moving forward with the expansion and upgrades. 

• Targeted marketing & recruitment 
o EXAMPLE: In 2010 ED&F exhibited at the AUVSI Unmanned Systems annual 

conference. As a result of.meeting a company executive at previous events and 
furthering conversations at the AUVSI 2010 event, a foreign company involved in 
the unmanned aerial systems simulator development business has recently 
announced they will be establishing their U.S. base of operations in North Dakota 
and will create high paying product development positions in Grand Forks. 

• Assisting out-of-state companies moving operations into North Dakota 
o EXAMPLE: A small company based in Louisiana identified a small rural ND 

community, Hazzelton, as the ideal community in which to locate business 
operations and serve as the new home for the principals of the company. ED&F 
staff worked with the company and community to identify business finance and 
incentive offerings, and facilitate connections with appropriate government 
officials as well as private sector service and product. 

• Linking existing in-state business.es to new business opportunities 
o EXAMPLE: ED&F staff worked with a company, considered to be one of the 

leading companies in the aerospace industry, to organize a supplier symposium to 
expose North Dakota companies to potential supplier opportunities with this large 
OEM and their tier I suppliers. 23 North Dakota companies participated in the 
event, which provided them direct one-on-one exposure with the host companies. 
A number of companies in attendance have been offered opportunities to bid on 
contracts with the OEM and its Tier I suppliers. 

• Community & Company Capacity Marketing 
o EXAMPLE: The ED&F Research staff has developed an online system to assist 

communities to market their available buildings and properties as well as list all 
relevant community data to support on-line enquiries. The website also hosts a 
searchable database of North Dakota manufacturers, which lists the companies' 
manufacturing capabilities and their desire to provide contract production services 
or whether they are interested in identifying available contract manufacturers. 
The system is designed to help companies identify North Dakota contract 
manufacturers/suppliers. 

• Reviewed and processed certification applications for companies wanting to access state 
programs 

o 76 companies certified or recertified for Primary Sector status 
o 13 companies certified for Seed Capital Investment Tax Credit status 
o 4 companies certified for Agricultural Business Investment Tax Credit status 
o 2 companies certified to assign, trade or sell R&D tax credits 
o 6 Entrepreneurial Centers certified 
o 9 Angel Funds certified to be eligible for the Angel Fund Tax Credit 

• Community & stakeholder support services 
• Liaison services between the private sector and State government and other public sector 
• Centers of Excellence promotion, partner development, and due diligence 
• Research services for partners and stakeholders 
• Serving on advisory boards and providing support services to State Commissions and 

other boards 
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As a result of these efforts and others, over the past two years the business development staff has 
played a significant role in the new location and/or expansion of 17 companies in North Dakota. 
An economic impact analysis was conducted on these projects using the assessment model 
developed by "Regional Economic Models, Inc." The economic impact assessment projected 
the following outcomes for the State of North Dakota by the year 2015 as a result of the location 
and expansion of these projects in the state. 

• 1,500+ jobs (direct and indirect) 
• $460+ million dollars of personal income 
• $ 90+ million dollars of state tax revenues 

These 17 companies are strictly those companies that have resulted in a new location into the 
state or a significant facility expansion. This is by no means a complete list of companies or 
projects that have been positively impacted by the efforts of the ED&F staff 

ED&F's marketing and referral programs have resulted in significant project development 
activity that has generated the following new project activity over the past two years . 

• 80 newly initiated level I & 2 projects. 
o Level I project -A company with a defined project and is considering ND 
o Level 2 project - A company with a defined project but uncertain of its level of 

interest in ND 
• 30 company site visits to North Dakota. 
• 18 Requests for Proposals (RFPs) on different projects disseminated to local developers. 

These numbers arc not fully representative of the total number of new prospective leads 
generated, but rather are only those that have evolved to a level where a defined project is 
showing an interest in North Dakota as a location for their business. 

ED&F's business development efforts place an emphasis on working closely with local 
community developers and leaders. Business development staff travels across the state to 
conduct community and company visits. These outreach visits better familiarize the ED&F staff 
with the assets and capabilities ND communities and businesses have to offer, while at the same 
time providing community and business stakeholders an opportunity to address their needs to 
state officials. Over the past two years the ED&F staff and other Commerce staff have: 

• 35 Communities visited 
• 35+ Primary Sector companies visited 

The information gathered from these efforts helps to assure ED&F performs in a manner that is 
compatible with the communities and companies throughout North Dakota. 

The business development & research groups within ED&F are well positioned to continue to 
provide an aggressive and productive pro1;ram delivery as we are presently structured. 

• ED&F business development and research groups are not proposing to add any new 
FTE's, and are not requesting budget enhancements other than proposed salary increases. 

Conclusion 

The Economic Development & Finance Division of the Department of Commerce houses 
programs and components that reach out to supporting development across multiple industry and 
demographic sectors in communities throughout North Dakota. The ED&F Division has 
submitted a budget that will allow for the continued delivery of such programs and efforts. 
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Appendix A 

North Dakota Development Fund, Economic Impact for the State of North Dakota 
Dated: December 8, 2010 

Year July 1, 1990 to June 30, 1991 

-Invested: 2 "Primary Sector" projects including 2 different businesses of which 1 was 
located in a rural community. 

-Total Invested: $125,000 
-Of the $125,000 invested, the NDDF has charged off$125,000 (100%) 

Year July 1, 1991 to June 30, 1992 

-Invested: IO "Primary Sector" projects including 9 different businesses of which 3 were 
located in a rural community. 

-Total Invested: $1,891,000 
-Of the $1,891,000 invested, the NDDF has charged off $821,03 I (43%) 

Year July 1, 1992 to June 30, 1993 

-Invested: 22 "Primary Sector" projects including 22 different businesses of which 14 
were located in a rural community. 

-Total Invested: $4,26 I ,000 
-Of the $4,261,000 invested, the NDDF has charged off$1,574,058 (37%) 

Year July 1, 1993 to June 30, 1994 

-Invested: 24 "Primary Sector" projects including 24 different businesses of which 17 
were located in a rural community. 

-Total Invested: $2,166,700 
-Of the $2,166,700 invested, the NDDF has charged off$1,537,402 (71%) 

Year July 1, 1994 to June 30, 1995 

-Invested: 28 "Primary Sector" projects including 28 different businesses of which 14 
were located in a rural community. 

-Total Invested: $3,501,894 
-Of the $3,501,894 invested, the NDDF has charged off $1,911,833 (55%) 

Year July 1, 1995 to June 30, 1996 

-Invested: 21 "Primary Sector" projecis including 18 different businesses of which I 0 
were located in a rural community. 

-Total Invested: $3,757,600 
-Of the $3,757,600 invested, the NDDF has charged off$759,321 (20%) 
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Year July 1, 1996 to June 30, 1997 

-Invested: 22 "Primary Sector" projects including 20 different businesses of which 10 
were located in a rural community. 

-Total Invested: $3,501,894 
-Of the $3,501,894 invested, the NDDF has charged off$707,864 (20%) 

Year July 1, 1997 to June 30, 1998 

-Invested: 28 "Primary Sector" projects including 28 different businesses of which 14 
were located in a rural community.· 

-Total Invested: , $4,768,235 
-Of the $4,768,235 invested, the NDDF has charged off$1,195,532 (25%) 

Year July 1, 1998 to June 30, 1999 

-Invested: 27 "Primary Sector" projects including 25 different businesses of which 13 
were located in a rural community. 

-Total Invested: $4,021,708 
-Of the $4,021,708 invested, the NDDF has charged off$392,823 (10%) 

Summary: July 1, 1990 To June 30, 1999: 

Total Projects Funded: 
Total Businesses Funded: 
Average Projects Per Year: 
Total Businesses Still Operating: 
Total Invested: 
Average Funded Per Year: 
Average Project Funded: 
Total Charged-Off: 
Average Charge-Off Per Year: 
Average Charged-Off Per Business (108 Charged-Oft): 

Year July 1, 1999 to June 30, 2000 

184 
176 

20 
68 (39%) 

$ 27,995,031 
$ 3,110,559 
$ 152,147 
$ 10,383,749 
$ 1,153,749 
$ 96,145 

-Invested: 30 "Primary Sector" projects including 27 different businesses of which 19 
were located in a rural community. 

-Total Invested: ' $4,8 I 8,307 
-Development Fund contributed to the start-up of IO businesses, which 8 were located in 

rural communities. 8 of the 10 (80%) continue to operate today. 
-7 of the projects were ag. processing.facilities. 
-Of the $4,818,307 invested, the NDDF has charged off $920,597 (19.1 %) 
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Year July 1, 2000 to June 30, 2001 

-Invested: 40 "Primary Sector" projects including 36 different businesses, of which 17 
were located in rural communities. · · 
-Total invested: $7,242,849 
-The Development Fund dollars invested leveraged $40,000,000 from other funding 
sources resulting in a $4.77 to I ratio-for every Development Fund dollar invested, 
$4. 77 was invested from other sources. 

-3 of the projects were ag. processing facilities. 
-Investments contributed to the projected creation of 594 jobs 
-Development Fund contributed to the start-up of IO businesses, which 2 were located in 
rural communities. 8 of the 10 (80%) continue to operate today. 

-Of the $7,242,849 invested, the NDDF has charged off$279,080 (4.0%) 

Year July 1, 2001 to June 30, 2002 

-Invested: 23 "Primary Sector" projects including 23 different businesses, of which 14 
were located in rural communities. 
-Total invested: $2,537,800 
-The Development Fund dollars invested leveraged $17,645,575 from other funding 
sources resulting in a $7.00 to I ratio0 for every Development Fund dollar invested, 
$7.00 was invested from other sources. 

-2 of the projects were ag. processing facilities. 
-Investments contributed to the projected creation of 730 jobs 
-Development Fund contributed to the start-up of 13 businesses, which lO were located in 
rural communities. 4 of the 13 (31 %) continue to operate today. 

-Of the $2,537,800 invested, the NDDF has charged off$675,980 (26.4%) 

Year July 1, 2002 to June 30, 2003 

-Invested: 26 "Primary Sector" projects including 26 different businesses, of which, 16 
were located in rural communities. 

-Total investment: $3,447,032 
-Of the 26 "Primary Sector" businesses funded, 19 (73%) continue to operate today. 
-7 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments contributed to the projected creation of 302 jobs. 
-Development Fund contributed to the s_tart-up of 13 businesses, which 8 were located in 
rural communities. 8 of the 13 (62%):fontinue to operate today. 

-The Development Fund dollars invested leveraged $20,509,840 from other funding 
sources resulting in a $5.95 to I ratio-for every Development Fund dollar invested, , 
$5.95 was invested from other sources: 

-Of the $3,447,032 invested, the NDDF has charged off$214,376 (6.2%) 
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Year July 1, 2003 to June 30, 2004 

-Invested: 22 "Primary Sector" projects including 22 different "Primary Sector" 
businesses, of which, 14 were located in rural communities. 

-Total investment: $2,199,267 
-Of the 22 businesses funded, I 9 (86%) continue to operate today. 
-8 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments contributed to the projected creation of 128 jobs. 
-Development Fund contributed to the start-up of IO businesses, which 8 were located in 

rural communities. 8 of the IO (80%) continue to operate today. 
-The Development Fund dollars in".ested leveraged $17,572,903 from other funding 

sources resulting in a $7.18 to 1 ratio-for every Development Fund dollar invested, 
$7. I 8 was invested from other sources. 

-The Development Fund paid $500,000 to help fund the Centers of Excellence at the 
University of North Dakota and North Dakota State University. 

-The Development Fund paid all expenses incurred by the Fund in 2004 in the amount of 
$3 I 9,159. 

-Of the $2,199,267 invested, the NDDF has charged off$604,333 (27.4%) 

Year July 1, 2004 to June 30, 2005 

-Invested: 50 "Primary Sector" projects including 42 different "Primary Sector" 
businesses, of which, 30 of the projects were located in rural communities. 

-Total investment: $5,125,384 
-Of the 42 businesses funded, 27 (64%) continue to operate today 
-13 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments made contributed to the projected creation of 462 jobs. 
-Development Fund contributed to the start-up of20 businesses, which 12 were located in 

rural communities. 10 of the 20 (50%) continue to operate today. 
-The Development Fund dollars invested leveraged $20,111,493 from other funding 

sources resulting in a $3.53 to 1 ratio-for every Development Fund dollar invested, 
$3 .53 was invested from other sources. 

-Of the $5,125,384 invested, the NDDF has charged off$653,572 (11.4%) 
-The Development Fund has invested $55 million in 356 "Primary Sector" businesses 
since inception. The Fund has received $27 million from legislative appropriations 
since start-up. Of the $55 million invested, $20.5 million has been invested in rural 
communities. The Fund has become a revolving loan fund. 

-The Development Fund continues to, be self-funding. The Fund paid all expenses 
incurred during 2005, which totaled,$300,495. The Fund has not received an 
appropriation from the legislature, since 2001. 

-Of the $5,125,384 invested, the NDpF has charged off$653,572 (11.4%) 
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Year July 1, 2005 to June 30, 2006 

-Invested: 32 "Primary Sector" projects, which include 27 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $6,632,726 
-Of the 27 "Primary Sector" businesses funded, 22 (8 I%) continue to operate today. 
-5 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Investments made contributed to the projected creation of 497 jobs. 
-Development Fund contributed to the start-up of 12 businesses, of which, 7 were located 
in rural communities. 8 (62%) of the 13 businesses continue to operate today. 

-The Development Fund dollars invested leveraged $106,327,372 from other funding 
sources resulting in a $16.03 to I ratio-for every Development Fund dollar invested, 
$16.03 was invested from other sources. 

-The Development Fund paid $500,000 to the North Dakota Trade Office to cover its 
operating expenses. 

-The Development Fund continues to.be self-funded. The Development Fund covered its 
operating expenses in 2006, totaling $335,593. 

-Of the $6,632,726 invested, the NDDF has charged off$86,890 (1.0%) 

Year July 1, 2006 to June 30, 2007 

-Invested: 23 "Primary Sector" projects, which include 22 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $5,102,600 
-Of the 22 "Primary Sector" businesses funded, 20 (91%) continue to operate today. 
-3 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Development Fund contributed to the.start-up of6 businesses, of which, 2 were located 
in rural communities. 5 (83%) ofthe'6 businesses continue to operate today. 
-Investments made contributed to the projected creation of 250 jobs. 

-The Development Fund dollars invested leveraged $34,601,396 from other funding 
sources resulting in a $6.78 to I ratio-for every Development Fund dollar invested, 
$6. 78 was invested from other sources. 

-The Development Fund continues to be self-funded. The Development Fund covered its 
operating expenses in 2007, totaling $342,036. 

-Of the $5,102,600 invested, the NDDF has charged off$48,297 (.94%) 
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Year July 1, 2007 to June 30, 2008 

-Invested: 21 "Primary Sector" projects, which include 21 different "Primary Sector" 
businesses, of which, 12 were located in rural communities. 

-Total investment: $5,370,926 
-Of the 21 "Primary Sector" businesses funded, 20 (95%) continue to operate today. 
-7 of the projects were ag. processing facilities, which utilize agricultural commodities. 
-Development Fund contributed to the start-up of 8 businesses, of which, 4 were located 

in rural communities. 4 (100%) of the 4 businesses continue to operate today. 
-The Development Fund continues to be self-funded. The Development Fund covered 
Its operating expenses in 2007, totaling $321,453. 

-Of the $5,370,926 invested, the NDDF has charged off$0.00 (0%) 
-The NDDF received an appropriation from the Legislative Session in the amount of 

$3,000,000.00 to be used to help fund future investments. 

Year July 1, 2008 to June 30, 2009 

-Invested: 18 "Primary Sector" projects, which include 18 different "Primary Sector" 
businesses, of which, 7 were located in rural communities. 

-Total investment: $7,390,632 
-Of the 18 "Primary Sector" businesses funded, 17 (94%) continue to operate today . 
-The Development Fund continues to be self-funded. The Development Fund covered 

Its operating expenses in 2008, totaled $377,204. 
-Of the $7,390,632 invested, the NDDF has charged off$0.00 (0%) 

Year July 1, 2009 to June 30, 2010 

-Invested: 22 "Primary Sector" projects, which include I 9 different "Primary Sector" 
businesses, of which, 6 were located in rural communities. 

-Total investment: $2,859,128 
-Of the 19 "Primary Sector" businesses funded, 19 (100%) continue to operate today. 
-The Development Fund continues to be self-funded. The Development Fund covered 
Its operating expenses in 2009, totaled $386,615. 

-Of the $2,859,128 invested, the NDDF has charged off$0.00 (0%) 

July 1, 2010 to November 30, 2010 

The Development Fund has made 8 investments totaling $1,406,985. 
Of the 8 projects, 3 projects were located in a rural community. 
-All 8 projects continue to operate today. 
-Of the $1,406,985 invested, the NDDF has charged off $0.00 (0%) 
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Summary: July I, 1999 To December 8, 2010: 

Total Projects Funded: 
Total Businesses Funded: 
Average Project: 
Total Businesses Still Operating: 
Total Invested: 
Average Funded Per Year: 
Average Project Funded: 
Total Charged-Off: 
Average Charge-Off Per Year: 
Average Charged-Off Per Business (63 Charged-Off): 

Summary: 

July 1, 1990 To December 8, 2010: 

315 
291 
28 

228 (78%) 
$54,133,363 
$ 5,413,363 
$ 171,852 
$ 3,917,099 
$ 391,709 
$ 62,176 

-Invested: 499 projects (25/year) in 467 (23/year) different "Primary Sector" businesses. 
-Total Investments: $82, I 28,667 ($4,322,561/year) 
- Legislative Appropriation Received: $30,000,000 ($1,500,000N ear)/ NDDF paid back 

to the General Fund as listed below $2 million for use in the Center of Excellence 
Program and the North Dakota Trade Office. The Net appropriated funds to the NDDF 
would be $28 million. 

- NDDF has invested 2.74 times more than the amount of the Legislative Appropriations 
received 

-The NDDF averaged$ I ,500,000/Year from Legislative Appropriations and lnvested an 
Average of $4,322,561/Y car (Revolving Fund). 

-Average Project Funded: $ 164,586 
-Average Funded Per Y car: $ 4,322,561 
-Average Projects Per Year: 25 
-Average Businesses Per Y car: 23 
-Total Charged Off: $14,300,848 
-Average Charge-Off Per Year: $ 715,042 
-Loss Rate: 17.41% 
-Invested in Start-up businesses July l, 1999 to December 8, 2010: 118 (I I/year): 
68 of the start-up businesses were located in rural communities 
Currently operating: 77/118 (66%) 

-Total Businesses Still Operating: 287 of 467: 62% 
-Ag. related projects (July I, 1999 to December 8, 20 I 0): 63 
-Development Fund paid $1,000,000 back to the General Fund for the Centers of 

Excellence at the University of North Dakota, North Dakota State University of 
$500,000 and payment to the North Dakota Trade Office of $500,000. 

-Development Fund became self-funding in 2003. 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 

MARCH 15, 2011, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 

HARVEST ROOM 

SENATOR HOLMBERG, CHAIRMAN 

SARA OTTE COLEMAN - DIRECTOR, TOURISM DIVISION 

Chairman Holmberg and members of the committee, I am Sara Otte Coleman, Director 
of the Tourism Division of the Department of Commerce. 

As mentioned, our mission at the Department of Commerce is to lead North Dakota's 
efforts to attract, retain and expand wealth. In the tourism division we primarily work to 
invest in marketing programs that attract new dollars from out-of-state visitors and retain 
our residents' travel dollars by encouraging them to travel in-state. 

Today I will show you how your investment in marketing North Dakota has paid back 
directly through state and local taxes paid by visitors and through increased visits, traffic 
and profits. I will also show you some examples of indirect benefits derived from 
tourism marketing like an improved image for our state. I will update you on our 
progress in tourism development and highlight a couple of ways we collaborate with 
local tourism marketers to provide more impact. I will list some other results and then 
briefly touch on the opportunities we have to use tourism to further North Dakota's 
economy. 

Tourism Investment Pays Back: 
Impact: Direct Benefits to the State 

United States Travel Association (USTA) - reports that ND led the Nation in Growth: 
North Dakota continues to be the shining star in the nation's tourism industry. 
According to USTA's 2010 research. Impact of Travel on States Economies 2010, 
North Dakota leads the nation in all four categories of the report. The 201 O report 
covers the impact of travel on state economies in 2008 and the U.S. national economy 
for 2009. 

According to the. USTA, North Dakota led the nation in growth of travel expenditures, 
which was up by 10.8. In fact, North Dakota was the only state with double digit growth 
in this area. 

For travel-generated payroll, North Dakota led the nation at 11.1 %, and once again was 
the only state with double digit growth. 
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In the travel-generated taxes category, North Dakota experienced a 9.1 % growth to 
$345.8 million dollars. North Dakota also led the nation in travel-generated employment 
at 5.1%. 

North Dakota State University research shows Tourism continues as a leader in 
North Dakota's economy: 
NDSU research ranks tourism as North Dakota's third largest industry with $4.36 billion 
spent by non-residents in 2009- up 4.6% over 2008. This information is useful in 
comparing tourism to other industries in-state and shows that tourism along with 
agriculture and oil are fueling our economic growth. 

!HS/Global Insight shows ND Tourism growing faster than the nation. 
Global Insight's tourism satellite account (TSA) project analyzed 2008 tax receipts as a 
follow-up to the 2006 study. The study reports North Dakota's core tourism grew by 
10.7% from calendar year 2006 to calendar year 2008, compared to national growth of 
8.1 % during the same timeframe. Core tourism includes the primary industries of 
accommodations, entertainment, retail, dining and transportation . 

$370 million were paid in taxes by visitors 
Approximately $760 million in wages and salaries were generated by travel and 
tourism in 2008 
31,208 jobs were created by travel and tourism economic activity, accounting for 
8.5% of total employment in the state 
67% of travelers are non-residents 
ND visitation grew by 2.5% ,. 
Tourism expenditures grew by 5.1 % 

If tourism did not exist their research says every ND household would pay an additional 
$646 per year in taxes. Each visitor generates $157 in expenses of which $7 4 goes to 
businesses that don't touch the visitor. Tourism contributes disproportionately to 
state revenue. While the total impact of tourism is responsible for 4.1 % of gross 

' state product, it contributes 6:8% of state government revenue in 2008. The 
analysis is all based on tax data')and is not subjective. TSAs are the most reputed 
method for gathering economic d~ta on the industry. This also gave us insight at the 

·' 
county level and showed that tourism benefits all counties in ND. While all counties 
grew, forty-six counties posted double-digit growth between 2006 and 2008. ,, 

t! 
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Advertising Effectiveness Shows Payback: 
The research shows that despite decreased buying power due to increased media, 
printing, and postage costs, the North Dakota Legendary ad campaign is delivering a 
strong ROI. The research done by Longwoods International showed that money 
invested in tourism advertising is an excellent investment and that in-fact tourism is self­
sustaining. 

• $1.94 million in media advertising resulted in $178.7 million in increased visitor 
spending. ,, 

-a $91.13 return on investment for every dollar spent on advertising. 

• $1.94 million in media advertising resulted in $12. 7 million in state and local 
taxes paid. 

-a $7.65 return for every dollar invested. 

The efficiency of the ad campaign has been measured since 2002 and has continued to 
be strong, costing the state only $1.65 to generate a trip to ND from our target US ,, 
markets, far below the $2.00 benchmark used for rural states. 

Indirect Payoffs: 
Improved Image: Research shows that the image of the state improves among those 
who have seen tourism advertising - even if they have not visited the state. 

Dakota Pride: Tourism public relations efforts have garnered $16.4 million dollars 
worth of exposure for North Dakota since 2008. $1.85 million of this is specific to 
international media. This coverage is not limited to attracting new visitors, it also 
highlights our quality of place and helps attract new residents and needed workers. The 
activities that attract visitors also provide recreation for our new and native residents. 
Children are tuned into the world and'see a new light shed on North Dakota. The recent 
Delta Sky piece is a perfect example of a success in this area. We have been pitching 
stories to Delta's publishers consistently over the past 8 years - which obviously paid 
back huge with the October thirty-pag_e feature. 

Tourism Development: 
Tourism is one of the few industries that impact the entire state. There are tourism 

" businesses in every county in North D,akota. 

North Dakota was the only state with a positive RevPAR (revenue per available room) in 
2009, up 5.8% according to Smith Travel Research. The increase for 2010 is 14.3%. 
This strong growth in demand for accommodations has resulted in 22 known hotel 
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• properties currently in development or newly opened. Our new tourism development 
manager is working to facilitate the development and expansion of new tourism 
operations especially in gap areas such as rural and Agritourism. Our new efforts in this 
area are focused on facilitating tourism infrastructure development in an area not 
covered by other economic develcipment programs and are staffed within our existing 
structure and budget without an additional request from the legislature. This gap was a 
key finding of the tourism caucus meetings held across the state in 2007. 

Recent expansions in Medora and Minot have resulted in a substantial growth and 
record attendance numbers in 2010 and the demand for our infrastructure grants far 
outnumbers our available funds. Last session the legislature requested our division 
work on a plan to prioritize tourism projects and requested a system be developed to 
rank tourism projects. That was completed with buy-in from the Destination Marketing 
Association of North Dakota, the Tourism Alliance Partnership and other stakeholders. 
The identified process could be used to award the dollars added by the House to 
address this need. 

Partner Collaboration 
Tourism roundtables held in five communities across the state last winter helped 
provided a mechanism for partners to understand and use the resources the tourism 
staff provides and for our staff to learn more about partner needs. The marketing 
resources available to partners continues to grow and includes: news releases, media 
pitches, cooperative advertising, free listings and postings, unlimited access to update 
on-line information, free photos, social media assistance and posts, research and 
continuing education. In 2010 we worked with over 150 tourism partners in our 
cooperative programs and customized e-mail, direct mail and radio spots to help 
partners draw in more visitor dollars. A total of 2,056 tourism offerings took advantage 
of our free listings. 

Other Travel Results 
Digital Strategy - has become a priority that is reviewed and tweaked monthly. 
Currently Travel ND or Legendary Travel has a monthly digital audience exceeding 
80,000. This includes: Facebook, :Twitter, Flickr, YouTube, email subscribers, biogs, 
the RU Legendary website and NDliourism.com. This has resulted in huge increases in 
our Klout ranking of 56, up from 18 just two months ago. The goal is to arm influencers 
with good information to help spread our marketing messages virally. 

In Group Travel more than 600 new tour companies were contacted and provided with 
itinerary information. This resulted in an average of 18 bus tour groups per month - plus 
numerous reunion, RV and motorcycle rallies. 
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• International demand continues to grow in our target markets: Australian visits to the 
US were up 24.8% with Germany up 5% and Sweden up 14%. 

Outdoor marketing held promotions at eight sport shows along with our tourism 
partners, hosted numerous other outdoor media and sponsored ND's own outdoor 
celebrity Jason Mitchell. Outdoor travel ranked first in type of travel to ND in our 2008 
visitor profile study. 

Other stats from 201 O: 
Local lodging taxes collected in ND are up 12%. 
Airline boarding's are up 11 %. 
Major attraction attendance across the US was down, but currently ND is up 8%. 
Canadian border crossings continue to increase with ND crossings through November 
are up 20% and requests for information from Canadians are up 350%. 

While business travel is down nationally, business travel and business/leisure travel are 
both up in North Dakota- with Business/Leisure travel registering as the second most 
popular reason to travel to ND in 2008. Business/Leisure travel now accounts for 19% 
of our overnight trips. A recent informal survey of CVB's helped determine that an 
estimated 45% of total hotel occupancy is attributable to business related travel. 

Opportunity 
Due to the world economy, travelers are shopping for value. They are researching on­
line and they are looking for destinations close to home. To position ND as the place to 
vacation, ND Tourism is using the AAA's "most affordable destination" in our call-to­
action and throughout our promotional efforts. We also will continue working our 
database to do more one-to-one marketing, more lower cost on-line marketing and 
social networking. As you have seen, these strategies have paid off- helping North 
Dakota lead the Nation. 

As many states struggle with deficit budgets, the media is reporting disparity in how 
states are looking at tourism. Some states expect budget cuts while others like 
Connecticut, which is expecting a $3.2 billion deficit is adding $15 million to tourism 
marketing and Michigan who with a $1.4 shortfall, is putting increase tourism advertising 
($25 million) dollars to work as a solution to growing their economy. With media, 
production, printing and postage coritinuing to increase and more options than ever 
available for marketing, the challenge is to keep make an impact with our messaging. I 
hope you can see the importance in maintaining our marketing programs so we can 
continue to grow North Dakota's third largest industry. 
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Tourism impacts every 
county in North Dakota 

Tourism Business Partners 

by County 

Accommodations 893 
Attractions 636 
Events 366 
Vacation Packages 109 
Education Vacations 52 

Percent listed is the 
06-08 expenditure 
growth according to 
IHS Global Insight 
research 

y 

North Dakota's economy, fueled by 
diverse business growth, is strong and 
growing stronger. We in North Dakota 
are in a position of strength and tourism 
is a significant part of that success. The 
numbers show significant annual growth 
in both 2009 ana 2010. 

Tourism continues to be a key 
contributor to North Dakota's robust 
economy and ties in closely with other 
key industries in providing opportunities 
for our state's residents. A recent study 
by the United States Travel Association 
shows that in 2008, North Dakota led the 
nation in growth of visitor expenditures 
- an increase of 10.8 percent; growth in 
travel-generated taxes - up 9 percent; 
growth in tourism-generated jobs - up 
5 percent; and growth in tourism payroll 
- up 11 percent. 

Tourism is growing our economy one trip 
at a time and as more people come to 
experience the extraordinary qualities of 

· this beautiful state they take with them 
stories to share that will help us expand 
awareness and continue this trend. 

,,'.)f,{i.A(:i~✓zb.:: -
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North Dakota is also a national leade. 
agriculture and energy production. · 
Driving many of our highways, visitors 
see wind farms and oil fields helping to 
grow our nation's future. Visitors see 
cattle grazing in pastures, fields of corn 
for renewable energy and our many 
other crops that help feed the world. 
We are excited to see the synergy among 
industries create even more tourism 
opportunities in areas such as 
agritourism and energy tours. Traditional 
visitors' experiences are built on our 
history, scenery, outdoors, city 
experiences and nationally known 
events, and these guests will continue to 
impact our economy. 

In North Dakota, we continue to look 
ahead as we are reaping the rewards of 
our hard work, our careful fiscal 
management, our pro-business climate 
and our diversified economy. Thanks to 
the good work of 32,000 tourism ~ 
employees, we are all feeling a bit mv 
Legendary! 



Tourism has flourished in 
recent years in North Dakota 

• 
2007-2008 economic 
impact of travel and 
tourism, U.S. Travel 
Association 

At the Department of Commerce, we 
believe our mission is to lead North 
Dakota's efforts to attract, retain and 
expand wealth. We strive to improve the 
quality of life of the people of North 
Dakota and target five industries to 
broaden the state's economic base, 
create new wealth and generate 
quality jobs for our people. Several of 
those industries, including tourism, have 
flourished in recent years. 

2010 was another successful year for 
tourism in North Dakota. The statistics 
show strong growth across the state in 
various sectors of the industry. Park and 
welcome center visitation, Canadian 
border crossings, airline boardings and 
accommodations are all enjoying 
double-digit increases over 2009. This 
may not be as unique this year 
compared to other states but the fact 
that this growth is on top of strong 
growth in 2009 when most states 
declined significantly sets North Dakota 
apart. 

Another success story of 2010 was the 
30-page feature story on North Dakota 
in Delta Sky Magazine. This combined 
effort from the Tourism Division staff 
and the Commerce communication 
team yielded a dynamic picture of North 
Dakota's quality of life, job and business 
vitality and our tremendous recreation 
opportunities for visitors. The 
publication has spawned a new buzz 
about North Dakota among its 
5.3 million monthly readers. 

The Department of Commerce works 
hard to deliver programs that help 
businesses and communities across 
North Dakota thrive, but in the end, 
it is the local CVBs, chambers, hotels, 
guides, attractions and event planners 
that deliver on the Legendary promise. 
Congratulations to the industry for your 
success in developing and marketing 
the experiences that continue to attract 
more visitors to North Dakota each year. 

North Dakota Growth Leads the Nation 

N.D. U.S. 

Travel 
Spending 

N.D. U.S. 

Travel 
Tax Receipts 

N.D. U.S. 

Travel 
Employment 

N.D. U.S. 

Travel 
Payroll 



Each dollar invested in 
tourism returns $91 in visitor 
spending 

Our investment in marketing North 
Dakota is paying back directly through 
state and local taxes paid by visitors and 
through increased visits, traffic and 
profits. 

New research on the 2010 advertising 
campaign shows that despite decreased 
buying power due to increased media, 
printing and postage costs, and 
increased competition in our key 
markets, the North Dakota Legendary ad 
campaign is delivering a strong return on 
investment. The research done by 
Longwoods International showed that 
money invested in tourism advertising is 
an excellent investment and that tourism 
is self-sustaining. 

© $1.94 million in media advertising 
resulted in $178.7 million in increased 
visitor spending-a $91.13 return on 
investment for every dollar spent on 
advertising. 

e $1.94 million in media advertising 
resulted in $13.6 million in taxes 
paid-a $7.01 return for every state 
dollar invested. 

The Tourism Division has worked hard to 
maintain its traditional image 
marketing campaigns while employing 
new targeted on line methods of 
reaching potential visitors. It has 
increased its emphasis on a digital 
strategy, which has become a priority 
and is reviewed and tweaked monthly. 
Website and social marketing efforts are 
reaching an increasing number of people 
each month with the monthly digital 
audience averaging 81,500. 

While business travel is down 
nationally, business travel and business/ 

}}i~;:?:~'_}\tt;:'::ii;-
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leisure travel are both up in North A 
Dakota, with business/leisure travel W 
registering as the second-most popular 
reason to travel to North Dakota in 2008. 
An informal survey of CVBs helped 
determine that an estimated 45% of 
total hotel occupancy is attributable to 
business travel. This strong demand has 
spurred the development of more than 
20 new hotels. 

When reviewing the year-end numbers, 
we found all positive numbers with 
strong lift from 2009 (which was also 
up). The only declining number the 
past two years has been traditional U.S. 
inquiries. Fewer people call or e-mail a 
request for the travel packet. This is a 
national trend and is balanced with the 
increase in new visitors to the website 
and the ability to access the guide 
online. Tourism shipped out all 325,000 
guides by October, which shows 
increased demand, just not traditiona~ 
call-ahead demand. ~ 

The tourism staff enjoyed roundtables 
in five communities across the state 
last winter. They provided a mechanism 
for partners to understand and use the 
resources the tourism staff provides and 
for our staff to learn more about partner 
needs. 

The marketing resources available to 
partners continues to grow. In 2010, we 
customized e-mail, direct mail and radio 
spots to help partners draw in more 
visitor dollars. We continue to look for 
ways to serve our tourism partners and 
help them accomplish their goals of 
attracting more visitors to our great 
state. 



&..vel Industry Leadership 
~010, Tourism Director 

Sara Otte Coleman continued 
to represent North Dakota 
and the tourism industry on 
the board for the U.S. Travel 
Association's Council of State 
Tourism Directors, the board's 
researcher's professional 
development group and the 
Research Development Team. 
She also is serving on the 
Education Committee of the 
Educational Seminar for 
Tourism Organizations (ESTO). 

! 
I. ,. 
! 

• .. -~f 

Newsletters, E-blasts 
North Dakota Tourism 
continues to produce a 
monthly newsletter filled with 
notices, opportunities, 
development resources and 

•

ch more. Archived copies 
he newsletter are 
ilable online. 

Regional Workshops 
In February and March of 2010, North 
Dakota Tourism hosted five regional 
workshops in the communities of Watford 
City, Medora, Devils Lake, Oakes and 
Garrison. The workshops provided 
information and one-on-one in the areas 
of cooperative marketing, research, social 
media, familiarization tours, promotion and 
more. It was also an opportunity to provide 
information on infrastructure development. 
The hands-on workshops were attended by 
141 industry partners . 

Partner Access 
Tourism entities are encouraged 
to list their attractions, events, 
accommodations and vacation 
packages on NDtourism.com, and 
need only to enter them through 
on line Partner Access. In 2010, 
more than 1,700 were using 
NDtourism.com for free listings 
and 8,010 business and event 
links were provided on 
NDtourism.com and through 
e-marketing programs. 

Representing North Dakota 
Tourism Division staff members further 
represent the state with membership to the 
Central States Travel and Tourism Research 
Association, the Society of American Travel 
Writers, Outdoor Writers Association of 
America, Discover America, National Tour 
Association, Bank Travel, Heritage Club In­
ternational, Family Motorcoach Association, 
the American Bus Association and 2 Nation 
Tours. 

Travel Industry Conference 
North Dakota 

Tourism, in 

partnership with 

the Destination 
Marketing 

Association of 

North Dakota (DMAND), 

helped coordinate the 2010 
North Dakota Travel 

Industry Conference in 

Minot. A total of 185 

tourism professionals 

attended the conference. 
The Governor's Awards for 

Travel and Tourism 
honored: 
G> Carla Borlaug, Hazen 
CVB, Travel & Tourism 
Industry Leader 
@ Pat Kiamis, El Rancho 
Hotel, Williston, Front-Line 

Employee 
0 Cole Carley, Fargo-Moor­

head CVB, International 

Tourism Award 
® Jim Cote, Park 

Superintendent, Williston 

Parks & Recreation, Behind 
the Scenes Tourism 

Employee 
@ Ronald Reagan 

Minuteman Missile State 
Historic Site, Cooperstown, 
Attraction of the Year 

@ The Sam McQuade Sr./ 
Budweiser Charity Softball 

Tournament, Bismarck, 

Event of the Year 

@ Bismarck-Mandan CVB, 

Tourism Organization of the 

Year 
0 Becoming an Outdoors 

Woman, Best Package 



.ospitality Training 
North Dakota Tourism 
continues to offer a DVD and 
web-based hospitality 
training program designed to 
help educate tourism­
industry employees about 

· the impact and value their 
job has on retaining dollars in 
their community. 
A free training kit, with 
workbook and DVD is 
available online at http:// 
www.ndtourism.com/in­
dustry/hospitality-training­
program/ or by contacting 
Tammy Backhaus at the 
Tourism Division 701-328-
2526 or tbackhaus@nd.gov. 

A survey was conducted in 
late 2010. Results from the 

•

rvey will be compiled and 
program adjusted to meet 

e industry's needs. 

Hotel Inventories Rise Again 
In 2010, 10 new hotel 
properties with a total of 506 
rooms opened. An additional 
14 properties are now under 
construction or in the planning 

~;es, offering a total of 1,138 
.tional rooms. 

Turnins Farms, Ranches and Gardens 
into Great Destinations! 

Emphasis on Agritourism 
A new emphasis was placed on 
the development of agritourism 
offerings in North Dakota in 
2010. The Tourism Division 
formed a partnership with the 
NDSU Extension Service 
Center for Community Vitality 
and the North Dakota 
Agriculture Department to 
expand and promote 
agritourism and ranch vacation 
businesses in the state. The first 
event was a session on 
agritourism development at 

Rolling Plains Adventu"res, McKenzie Marketplace of Ideas in Fargo in 

September. This will be followed 
by a series of educational programs in 2011. Agritourism presentations were 
also held in Jamestown, Hazen and New Town. The Tourism Division worked with 
nine new farm and:ranch vacation providers in 2010. Five of these operators are 
prepared to welcome guests in 2011. 

2010 Matched and Expansion Grants 
North Dakota Tourism matched grants 
totaling $44,825 were awarded to six 
events and five marketing programs in 
2010. Since the program began in 2003, 
83 events and 91 marketing projects have 
been assisted with $522,391 awarded in 
grants. Up to $5,000 is available per 
project and the application deadline is the 
first Friday in September. 

Expansion grants totaling $99,312 were 
awarded to 10 projects from across the 
state for tourism infrastructure projects. 
The program combines dollars from the 
Tourism Division and Economic 
Development & Finance Division and has 
awarded a total of $595,626 to 39 projects 
in North Dakota sin~~ the program began 
in 2007. ,l 

'./ 

The Lewis & Clark Golf Trail Guide 
got a marketing match grant 

Criteria and applicatj.'ons. for an tourism grant programs are available at http://www. A 
ndtourism.com/indllstry/nd·tourism-grants/ W, 
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A.10 Advertising Evaluation 
~ngwoods International is in the 

process of analyzing the effectiveness 
of North Dakota Tourism's 2010 
advertising campaign. The state 
invested $1.9 million advertising. 
That advertising motivated 1 
million visits and $176.9 million in 
visitor spending, or $91 for every $1 
invested. A total of $13.6 million was 
generated in state taxes. The study 
further.shows that advertising has a 
positiv~ impact on North Dakota's 
image as a whole. 

2009 Canadian Visitor Traffic 
North Dakota continues to be the 
10th most-visited state by 

.;::.To;rls~Budget (non-designated) 

~ 

Canadians. According to Statistics 
Canada, Canadians spent more than 
1.5 million nights in North Dakota and 
spent more than $196 million (US) - a 

Out-of-State Visitor Expenditures 

$2B ---------------

$1B ---------------

(millions) 

$350.5 

•

$3.1M ,$_""••l~.\I. 
@- ~/t,r.11~., 

M :..zJiJd!M,'J 
. 

. 1990 
Canadian 
Exchange 1.16 

$810.1 

$4.3M 

1995 2000 

1.37 1.48 

2005 

1.21 

7% decrease from 2008. North 
Dakota saw an 11% decrease in auto 
border crossings in 2009, which 
rebounded with an improved 
economy and exchange rate. In 2010, 
there was a 20% increase in Canadian 
border crossings. 

2009 N.D. Economic Base 
Tourism continues to be a major part 
of North Dakota's economic base. 
According to North Dakota State 
University's latest research, 
non-resident spending totaled $4.36 
billion in 2009, a 4. 7% increase over 
2008. 

2008 

1.06 

$4,364 

2009 
1.14 
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-ravel Guide 
The 2010 Travel Guide was made available 
through request fulfillment, at sport and travel 
shows, at in-state rest areas, visitor centers, 
ports of entry, airports and traveler-frequented 
businesses. A total of 325,000 copies were 
printed and ran out in early October. Quantities 
were increased to 335,000 for 2011. 

Publication. Fulfillment 
® For the fourth year, North Dakota Tourism partnered with 
One Fulfillment for collecting on line brochure requests 
and fulfilling industry partner brochures. In 2010, a total of 
60,075 orders were filled or referred. ·· 
,;;, In the ninth year of the state's rest area brochure rack 
program, 110 tourism industry partners participated with 
149 brochures. Usage of brochures and travel guides 
continued to increase. The ND Travel Guide had a 1~% 
increase in distribution, even with the supply of Travel 
Guides being fully distributed by October. \ 

' ,n, The Tourism Division will assist with national conferences 
.and events in order to provide attendees with Trav~I Guides, 

Amaps and to answer questions. In 2010, the Tourism Division 
W,had booths at the Williston Basin Petroleum Conference and 

Marketplace. 
~ Fulfillment was also provided as a response to phone 
calls, e-mails and letters received by the Tourism Division, 
totalling more than.9,000. 
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Hunting/Fishing Guide e 
The 2010 Hunting & Fishing 
Guide was made available 
through request fulfillment, 
at sport and travel shows 
and at visitor centers and 
traveler-frequented 
businesses. Seventy-five 
thousand copies were 
printed . 

Official Highway Map 
The 2009-2010 Official 
Highway Map is distributed 
in partnership with the 
ND Department of 
Transportation. A total of 1.2 

,million copies of the map are 
printed for a two-year 

distribution at in-state reset 
areas, visitor centers and . 
traveler-frequented 
businesses, They are also 
made available through 
request fulfillment, 

Culture & Heritage Guide 
The Tourism Division 
continues to distribute the 
Culture & Heritage Guide 
upon request. This guide was 
printed in 2008. 



--1 AM LEGENDARY! t<t,,? ' 
In 2010, a new Legendary campaign hit the airwaves, billboards, 
magazines, bus stops, newspapers and websites to promote 
North Dakota. The campaign had a new social media component 
and challenged viewers to find their inner legend with ·a trip to 
North Dakota. As part of this campaign, a website was launched: 
RU Legendary.com. 

Newspaper 
11% 

12% 

•

Online 

Production Investment 
$185,610.98 

Advertising Investment 
$1,940,000 

Media Mix 

Out-of- Direct Mail 
2% 

. ' ' , " . f;.>~~;o.- ' . 

Print 
22% 

http ://www. ndto u rism .com/ind us try/ references/media-plan/ 

Border/City Experience Campaign 
This strategy targets Manitoba and Saskatchewan, Canada, 
northern and western Minnesota, eastern South Dakota, eastern 
Montano. 
Television: Broadcast in two Canadian markets and 
three near-border U.S. markets; a TV channel listing in ,, 
one Saskatchewan market was also used 
Print: Ten pages of advertising with five publications ~aving 
a circulation of 446,460 ;, 

" 

Newspaper: Spring insert with a circulation of 620,209,.a '"'"·•~ .• 
new fall insert was distributed in seven Canadian nevil~papeis ;_.,,ith'""¾ .. 

Legendary (Domestic) Campaign 
This campaign is targeted at metro 
Minnesota, Wisconsin and western 
South Dakota, it is also the strategy 
used with U.S. regional and national 
efforts. 
Television: Broadcast in six markets, 
direct response in four markets (15 
networks) 
Print: A total of 18½ pages of 
advertising in 11 publications and a 
circulation of 6,263,419; additional 
circulation of 12,078,030 in travel 
directory advertising 
Newspaper: The same insert was used 
for both U.S. and Canadian markets 
with a total circulation of 2.2 million 
Out-of-Home: Ten skywalk panels in 
downtown Minneapolis-St. Paul, five 
billboards around metro Minneapolis 

a circulation of 390,000 c1 response online 
' ,, 

•

dio: Two weeks in four Canadian markets and five U.S. advertising 
rkets with an additional fall week of radio in three . ~' program in 2010 

nadian markets '"' ~, ..,.,~~iW'~'helped increase Canadian inquiries by 
Out-of-Home: In Winnipeg - one LED sign, one backlit sign, "" 350%. 
19 transit shelter signs 



• Area of 
Travel 

State Park 
Visitors 

National 
Park 

Visitors 

Unique Visits 
(www.NDtourism.com) 

Major 
Attractions 

Local 
Visitor 
Centers 

Canadian Border 

- Crossings 

Airport 
Passengers 

Cumulative 
Lodging Tax 

Hotel 
Occupancy 

Rate 

Average 
Room 
Rate 

2010 
1st Quarter 

64,344 

10,760 

86,069 

724,046 

$1,133,095.50 

Jan: 50.4% 
Feb: 60.2% 
Mar: 63.6% 

Jan: $71.83 
Feb: $73.08 
Mar: $74.48 

Change 
10-09 

15% 

66% 

30% 

6% 

4% 

13% 

11% 

16% 

Jan: -7.6% 
Feb: 5.1% 
Mar: 9.4% 

Jan: 4.7% 
Feb': 7.1% 
Mar: 9.9% 

Top 5 States Requesting Information . 
Requests came from all 50 states and District of Columbia, 9 
Canadian provinces and 10 countries. -,i. ~-ia 'it;il~od· ~.-... ll~s 

'·'·' . ~ ·-,;' ~, . . .. 

Largest Generators for Inquiries 
1. Direct response Web. 2. NDtourism.com. 3. Valassis, 
America's Best Vacations. 4. Good Housekeeping. 5. Midwest Living 

2010 Change 
2nd Quarter 10-09 

337,049 6% 

218,934 18% 

131,725 

972,355 

21,906, \~~\i:1i,,, 
191,934 · . «-"f- r%~{,,;,·-

190,054 

$1,362,859.49 

April: 68.8% 
May: 71.4% 
June: 76.7% 

April: $72.19. 
May: $73.52 
June: $76.15 

~:,..V' 

15% 

Comparison of Hotel Occupancy Rates 

-

2008 2009 2010 10 RevPAR 
North Dakota 65.7% 65.1% 68.5% 14.3%* 
West/North/ 
Central Region 57.6% 52.8% 55.1% 5.4% • 
United States 60.3% 54.5% 57.6% 5.5% ., 
* North Dakota leads the U.S. in RevPAR in 2010. This 
column represents percent of change from 2009. 



Change 
10-09 

0% 

-6% 

NA 

10% 

6% 

18% 

9% 

16% 

July: 3.3% 
Aug: 2.5% 
Sept: 2.7% 

July: 9.6% 
Aug: 8.9% 

Sept: 11.6% 

2010 
4th Quarter 

110,286 

132,712 

62,258 

1,286,280 

10,913 

182,928 

204,262 

$1,596,788.06 

Taxable Sales and Purchases Through 3rd Quarter 2009 
Arts, Entertainment, 

Recreation 2010 

•

1st Quarter: $13,140,902 
2nd Quarter: $21,388,426 
3rd Quarter: $30,367,922 

Accommodations, 
Food Services 2010 

1st Quarter: $280,724,860 
2nd Quarter: $318,209,682 
3rd Quarter: $344,769,575 

Arts, Entertainment, 
Recreation 2009 

1st Quarter: $12,470,853 
2nd Quarter: $21,556,875 
3rd Quarter: $27,873,228 

Accommodations, 
Food Services 2009 

1st Quarter: $265,542,237 
2nd Quarter: $301,192,232 
3rd Quarter: $320,879,385 

Change 2010-09 

1st Quarter: 5% 
2nd Quarter: 6% 
3rd Quarter: 7% 

Change 2010-09 

1st Quarter: 6% 

2nd Quarter: 6% 
3rd Quarter: 7% 

Change 
10-09 

21% 

9% 

NA 

6% 

28% 

15% 

2010YTD 

$64,897,250 

2010 YTD 

$943,704,117 

¥ 
·'~ ' ' 

10 

2010YTD/ 
Change 10-09 

1,104,761 
4% 

667,955 
5% 

393,763 
28%* 

4,649,851 
8% 

89,901 

8% 

761,968 
20% 

798,965 
11% 

$5,853,611.37 
15% 

68.5% 
5.1% 

$77.28 
8.7% 

*Percentage increase 
does not include 

12-month comparison 
due to incomplete data 

Change 10-09 

5% 

Change 10-09 

6% 



.ooperative Advertising 
0 Publications -148 partners advertised in the 2010 Travel Guide and an 
additional 23 in the 2010 
Hunting & Fishing Guide 

0 Newspaper lnserts-10 
industry partners 
participated with coop­
erative advertising in the 
spring and fall newspaper 
inserts 
® Direct Mail - Two 
partners took advantage 
of a new direct mail co-op 
program, which mailed to more than 160,000 households 

Online 
® Brand Awareness Efforts -
TripAdvisor campaign, geo-targeted 
advertising on premium travel sites 
in 12 markets, Facebook 
advertising 

® New program with Sojern which 
embedded North Dakota 
advertisements into online 
flight-check-in webpages and 
printed boarding tickets 

© E-blasts - Four partners worked with North Dakota Tourism on a new e-mail 
promotion reaching out to more than 90,000 e-mail addresses in targeted 
niches 

@ Lead Generation - Banner 
advertising on a network of 15 
targeted web sites delivering 
31,000 leads in the U.S. and 
Canada 

® Radio - Two. partners tested a new in-state event promotion program 
on radio 

' ~ > tliifil;/!$@ ' ,, 1l ,-J:~~ 

Niche Campaigns 
$ History, Culture & Heritage - three 
pages of advertising in two publications 
with a circulation of 354,174 

Q Outdoor Adventure (also see page 
18) - 20 weeks of cable television in five 

•

. markets, Jason Mitchell Outdoors 
nsorship, two birding ads in two 

blications, full-page golfing ads in three 
publications, online banner ads 

~%~~: 
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In-State Efforts 
North Dakota Touri$m continued a 
partnership with the North Dakota 
Newspaper Association that places 
advertisements In all daily and weekly 
newspapers In June and July with a 
clrculat1on total 248,470. Ads also ran 
with North Dakota Living and 
Horizons magazines. 



.legendary.com 
In conjunction with the 
RU? campaign, a 
secondary website was 
launched. The tagline of 
"I Am Legendary! RU?" 
was added to advertising 
in order to drive traffic 
to a new social media­
populated site. In addition 
to asking viewers to link 
their photos, videos, blog 
posts and testimonials, it 

-------··· ·-------- ","_··-"·•·-' .. _______ ....... ., ~ 
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directed traffic to a trip planner, partner-provided information and 
brochure fulfillment. This site was viewed 24,425 times. 

Socializing with North Dakota , 

lL2 

Digital Strategies 
In 2010, the North Dakota Tourism Division and 
Odney Advertising built a digital strategy for 
representing North Dakota online. The 
foundation of this strategy comes from 
traditional advertising and public relations 
fundamentals with the goal of increasing North 
Dakota's presence, image and awareness while 
motivating trips. This multi-faceted strategy 
covers the areas of: 

® NDtourism.com 
(I) Social channels 
® Electronic newsletters 
© Digital travel guide 

S RULegendary.com 
@ Keyword marketing 
G Mobile site 

• 
In the social media realm, North Dakota Tourism has a presence with Facebook, 
Twitter, flickr, YouTube, TripAdvisor and a travel blog. North Dakota's total digital 
audience in 2010 exceeded 977,000. The Tourism Division encourages partners to 
participate in social media and is happy to cross-promote, retweet, link and feature 
guest biogs. 

Blog 
32,201 
views 

Facebook 
4,919 fans 

Twitter 
2,187 

followers 

83% 
increase 

flickr 
1S6 members 

YouTube 

YouTube 
7,38S 

channel views 

E-mail 
Newsletters 

23,544 
subscribers 

~~~: 
' fl,ii. 



.. nhancements to NDtourism.com 
In 2010, the official North Dakota travel site 
went mobile. The mobile version of the 
website skims information down to four key 
areas: What to Do, Where to Stay, How to get 
There and general information about North Da­
kota. There are also options to contact the Tour­
ism Division and to view the full site on mobile 
devices - an important feature for travelers who 
may access the site from an iPad. 

A new digital travel guide was created in 2010 
as well. This guide allows viewers to flip through 
the 154-page Travel Guide on their computer 
screens, and has features like live links to all 
advertisers and information listings with e-mails 
and websites provided. In 2010, this digital 
guide was accessed 23,425 times. 

Media FAMs 
In 2010, Kim Schmidt worked with several 
media including Kendra Williams with 
Midwest Living who continues to 
publish stories about their travels through 
North Dakota. 

l/ 
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Writers Workshop 
The 2010 Freelance Writers Workshop was held in Minot 
and offered insight on North Dakota Tourism's story ideas 
as well as valuable input from editors across the state. 
Social media strategies and leveraging relationships with 
publications were also discussed. 

);rt:Ftt??~--tP:2· 
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Legendary Media Coverage 
Television 
® CBS Early Show 

© NBC Nightly News 
Print/Feature Stories 

® Sports Illustrated 

© Washington Post 

E:l Delta Sky 

® Versus Television 

@ KSTP - Minneapolis 

® USA Today 

® Midwest Living 

The Tourism Division is involved in multiple 
media and public relations efforts, including: 

0 Monthly event lists and interviews with 
in-state radio stations and partnerships such as 
Collective Travel Radio out of Texas 

@ Customized pitches to national media, nicliA i 
and regional outlets and freelancers W' 1 

(l) Partnerships with Media.Kitty, TripAdvisor, 
NONA and NDBA 



.gendary Promotions 
North Dakota Tourism embraced the "I Am Legendary! 
RU?" campaign by encouraging visitors and media to 
share their experiences on RUlegendary.com. This theme 
was also promoted through social media, pitches and 
press releases throughout the year. 

In 2010, 57 press releases were distributed by the 
division, with 115 specialty pitches prepared for more . 
than 200 media entities. These efforts resulted in earned 
media of $6 million in advertising equivalency. 

Annual Promotional Efforts 
0 National Tourism Week held the second week of May 

@ Governor's Photo Contest announced in April/May 
with deadline in September 

North Dakota was featured with 30-pages of 
editorial and advertising in the October issue of 
the in-flight magazine Delta Sky. The Tourism 
Division was a partner in the success of this piece, 
which carried a circulation of 5.3 million. 

Media Advertising 
In 2010, the North Dakota Tourism Division 
advertised its services to media professionals 
through PR publications of the U.S. Travel 
Association and the Society of American Travel 
Writers. 

2010 Governor's Photo Contest winner: People 
category, Jessie Veeder, photographer 

;-~~f*{ti:./iiti,-
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• ·· North Dakota Group Travel 
The motorcoach market offers groups a safe and reliable 
form of transportation, along with creating unique experi­
ences within North Dakota. 

Group Travel Promotions 
0 North Dakota participated in eight group travel shows and 
expos in 2010 
© The Group Travel Guide marketing profile printed in 2010 is 
the promotional piece used to give tour operators an 
overview of North Dakota's group tour potential 

€> Group Travel Media Kit highlights North Dakota itineraries, 
special events, attractions, learning-based experiences and 
more 
@ Special Group Travel promotions on twitter: follow 
@GroupTravelND 

Group Travel Advertising 
North Dakota advertising could be found in Group Travel 
leader, Group Tour Magazine, Package Travel Insider, Courier, 
Destinations, Package Travel Insider, leisure Group Travel, 

A.nadian Traveller and Midwest Itineraries. Tourism tocik 
W'vantage of logo enhancements in the ABA Motorcoach 

Marketer and NTA Membership Directory. 

Online Advertising 
Q Group Tour Magazine included the North Dakota logo and 
and itinerary 

® Two Nations Tours website included the logos and 
'itineraries 

Q Midwest Itineraries website included itineraries 
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OMO; DfflhuJtlon Morht/n9 Or;anl.i'P1lon 
.2010 M""'-•r/ng Pra/J'-

Named by AAA to be 
Amerlea's Moat Afterclable 

Yaeatl- Slate 

10 Legendary Education Vacations In North Dakota: 
Step back In time, lend a hand in lhe kitchen or plziy In the dirt! 

Ag,lcultlJra Yeca1lon - How do you make apaghelli noodln? 
American lndlnn Studln \facnJion • "O.kole" mNnt 'frlfll'ld" In the Sioux lndla1'1 lerigu1111e 
Artfllk; YIIR!lklD- E~ lwnlng mlrl90illm design or Ulnlnl9n Egg dtlconlllng "Pyunka" 
Birding \lac;m!on • 83 111p birding 1oea110ra 
~ 0ounn.i dining IO 0fll'I\IC farming 
I MOP Hln!PIY Vnrnlion · &.p Into th9 pat 
~~ - Up clou and per.ar111I with prehl1torlc craaturn 
~\IQl!oO • 811ng a camere and i:heoYer your 1kl11t 
Centi$ Yn<:nllro-~ aaapbooklng and l1,lllllng 
lmmlnmol C11tt!m 1/acadon. What II a Pyaria? What II rammegro1? Ask mel 

NORTH DAKOTA- NEW 
Ronald Ra .. ■n Mlnut.,,..n Ill Mlsslle State Historic Sli. - Cooperstown (East) 
American lndlan brthladp Vlllap, Experience- New Town jNorthw .. t) 
o.•gq Sun Garden - C.rrlilpon (C.,,trall 

FAMS ON DEMAND or ATTEND NEXT SCHEDULED TOUR 
JUNE 16-19, 2010-0ISCOV£R NORTH DAKOTA'S BADLANDS, NATIONAL PARK and CAPITOL CITY 
TOUR 

Mluouri River 

1-800-435-5663 www.NDtourism.com dfelchle@nd.goy 111111ml Iii ~ 
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Group Travel FAMS 
Deanne Felchle organized two Group Travel FAMs 
in 2010. These trips include new tour business with 
operators from Minnesota, South Carolina and Iowa . 
Participants enjoyed more than 15 different North 
Dakota attractions and activities. 

Editorial 
Courier, Destinations, Canadian Traveller, Package 
Travel Insider, Bus Tours Magazine, Group Tour 
Magazine and Midwest Itineraries had feature stories 
showcasing North Dakota stakeholders in 2010 . 



• the Rebound 
According to the U.S. Office of Travel 
and Tourism Industries, travel by 
overseas visitors to the United States 
rebounded by 11.6% in 2010. In North 
Dakota's key international markets, the 
U.S. saw 4.2% growth from Western 
Europe and 24.8% more traffic by 
Australians. These solid markets 
continue to shape North Dakota's 
international marketing strategies. 

International Promotions 
11) North Dakota Tourism participated 
in 18 international travel trade shows 
and expos in 2010, showcasing North 
Dakota to more than 300,000 show 
attendees. More than 300 leads were 
collected from the shows 
O 1,265 ND Travel Guides and nearly 

•

3 200 state highway maps were 
ributed at shows 

ustom CDs with information 
relevant to the market are also 
produced for each show 

® On twitter you can follow North 
Dakota's international efforts at 
@lnternationalND 
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International Advertising a $30,800 Investment 

<~ 

North Dakota's international advertisements appeared in America Journal, 
Quarter Horse Journal (German version) as well as Knecht Reisen, 
DERTOURS, Meiers, America Unlimited, CANUSA, Discover America USTravel 
Association Travel Guide, and the Scandinavian Discover America Magazine. 
The ad was translated into Spanish, Danish, Swedish, Finnish, Norwegian, 
Japanese, French, Italian and German. 

International FAMs 
Fred Walker worked with five international 
media and travel industry FAMs in 2010. 
These trips included eight individuals from 
Denmark, Norway, the UK and Sweden. 

North Dakota Tourism international booth display. 
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• Outdoor/Adventure FAMs 
North Dakota Tourism will work with on-assignment 
and independent writers to experience North Dakota's 
great outdoors. Th~.,:ourism Division is a member of the 
Outdoor Writers Aisoi:iation of America and will also 
participate with radio shows and online promotions. 

distributed at shows 

0 A presentation on horseback riding and the Maah 
Daah Hey Trail was given at the Minnesota Horse Expo 

Outdoor/Adventure Advertising 
0 Birding-two full-page ads in publications with a 
48,000 circulation 

G Golf - three full-page ads in publications with a com­
bined 301,000 circulation 

0 Hunting & fishing - For the first time in nearly a 

ND Game and Fish License Comparison 2009-10 

The Game and Fish Department recently tallied fishing and hunting license sales for the 2009-2010 seasons. 

Resident fishing, 138,079 licenses, -3.8% 

Nonresident fishing, 40,703 licenses, 2L3% 

Resident small game, 79,888 licenses, -10.2% 

Nonresident small game, 31,496 licenses, -13.4% 

Resident general game, 107,215 licenses, -8% 

Nonresident general game, 48,892 licenses, -3. 7% 

Resident deer bow licenses, 18,150, 1.5% • 

Nonresident deer bow licenses, 3,068, 6.3% 

-15 -10 -5 0 5 10 15 20 25 
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Where Wre Took North Dakota irn 2010 :!1.8 

.• Date 

January 13-17 

January 15-17 

January 15-19 

January 19 

January 26 

January 27 

January 28-31 

February 7-9 

February 11-14 

February 14-18 

February 17-21 

February 25°28 

February 26-28 

March 5-6 

March 7-8 

•

March9-14 

March 10-14 

March 16 

March 24-28 

March 24-28 

April 8-9 

April 13-15 

April 14-17 

May 15-19 

June 2-6 

June 10-13 

August 8-10 

September 22-24 

September 27-October 2 

October 26-27 

November 13-17 

November 14-16 

.November 17-19 

International Show 

Show 

Reiseliv 

Kansas City Sport and Boat Show 

American Bus Association 

Discover America 

Danish Travel Agenbt Seminar 

Discover America 

Ferie Trade Show 

Bank Travel Conference 

Minneapolis-S(' Paul RV and Camping Show 

Discover America Australia 

Duluth Sport Show . 

Or11aha Sport S~ow , 

Pheasant Fest · 

Swanson Travel Show 

Agent Training Knecht Reisen 

1TB Berlin 

Milwaukee Journal Sentinel Show 

Discover America 

Northwest Sport Show 

Heritage Club International 

USTA Leadersh)p Forum 

Tourama, Tourco, Firstline Tours 

RMI Roundup 

International Powwow 

Travel Alliance Partnership 

Outdoor Writers Association 

USTA ESTO & NCSTD 

CenStates TTRA 

Norsk Hostfest 

USTA Marketing Outlook 

National Tour Association Conference 

World Religious Travel Association 

Social Media Tourism Conference 

Location 

Lillestrom, Norway 

Davenport,lowa 

National Harbor, Md. 

Stockholm, Sweden 

Copenhagen 

Gothenburg, Germany 

Denmark 

Milwaukee, Wis. 

Minneapolis 

Australia 

Duluth, Minn. 

Omaha, Neb. 

Des Moines, Iowa 

Osby, Sweden 

Zurich, Switzerland 

Berlin, Germany 

Milwaukee, Wis. 

Malmo, Sweden 

Minneapolis 

Oklahoma City, Okla. 

Washington, D.C. 

Turtle Lake, Wis. 

Great Falls, Mont. 

Orlando, Fla. 

Branson, Mo. 

Rochester, Minn. 

Savannah, Ga. 

Springfield, Mo. 

Minot 

Las Vegas, Nev. 

Montreal, Canada 

Montreal, Canada 

Loudon County, Va. 

Sports/Outdoors Show Group Travel Show Marketing/PR Event 



North Dakota Department of Commerce Tourism Division 
1600 E. Century Ave., Suite 2, PO Box 2057 

Bismarck, ND 58502-2057 
800-435-5663 NDtourism.com 

Sara Otte Coleman, Director 
701-328-2527 socoleman@nd.gov 

Tammy Backhaus, Program Specialist/Executive Assistant 
701-328-2526 tbackhaus@nd.gov 

Deanne Felchle, Group Travel Marketing Manager 
701-328-2502 dfelchle@nd.gov 

Jessica Fretty, Travel Counselor/Administrative Assistant 
701-328-7265 jfretty@nd.gov. 

Janice Fuhrman, Travel Counselor 
701-328-2661 jfuhrman@nd.gov 

Dean lhla, Tourism Development Manager 
701-328-3505 dihla@nd.gov 

Mike Jensen, Outdoor Promotions Manager 
701-328-2509 mjjensen@nd.gov 

Heather LeMoine, Marketing Manager 
701~328-5372 hlemoine@nd.gov 

Tricia Miller, Data Specialist 
701-328-5328 tamiller@nd.gov 

Cheryl Purdy, Administrative Staff Officer 
701-328-2548 cpurdy@nd.gov 

Scooter Pursley, Information Specialist 
701-328-2874 jpursley@nd.gov 

Kim Schmidt, Public and Media Relations Manager 
701-328-2532 ksschmidt@nd.gov 

Fred Walker, International Marketing Manager 
701-328-3502 fwalker@nd.gov 
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o Beth Zander's Testimony 
o N.D.C:C. §50-11.1-14.1 
o Workforce Enhancement Grants Summary 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
MARCH 15, 2011, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 
HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

BETH ZANDER - DIRECTOR, WORKFORCE DEVELOPMENT DIVISION 

Chairman Holmberg and members of the committee, I am Beth Zander, Director of the 
Workforce Development Division of the Department of Commerce. 

While I'm new to the Division, I've been in our workforce system for several years. I've 
seen great strides in collaboration among partners and I see great opportunity for our 
continued joint work to address North Dakota's workforce needs. 

While workforce system partners represent separate entities with distinct charges, we 
are also a collective - collaborators on the strategic level with an eye on the big picture 
for North Dakota - identifying and meeting workforce needs with focus, broad reach and 
minimized duplication. 

Within this collective, the Workforce Development Division delivers some direct 
services. These programs fill some of the gaps in our partnership network of services. 

Our current direct program delivery includes: 
• AmeriCorps and Learn and Serve programs, which utilize volunteerism to fill 

unmet community needs while keeping individuals connected to their 
communities and providing them with educational opportunities. 

• Jobs for America's Graduates, JAG Pilot Programs designed lo keep youth in 
school. 

• Operation Intern, a program enacted by the legislature in 2007 to expand the 
number of new internship, work' experience and apprenticeship positions with 
North Dakota employers. 

• The Relocation Program, which gives people interested in moving to, or back to 
North Dakota a key contact to help them with their job search and keep them 
engaged in their relocation efforts. 

• Workforce Enhancement Grants, enacted by the legislature in 2007 to increase 
training responsiveness to employer needs through grants to the four designated 
training community colleges. 

• Community Labor Availability Studies that provide local communities with 
labor availability and skill information to support business retention, expansion 
and recruitment. 

Our strategic work in the division involves engaging our workforce partners in organized 
efforts to share expertise, mitigate duplication and expand access, develop a current 
and future state plan for workforce, and achieve that future state through coordinated 
effort. 

1 
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We provide administrative support to Governor-appointed councils and commissions. 
These groups have similar missions, but must be distinct to meet requirements of 
various federal programs. 

Our support to the groups expands our access to interested employers, service 
providers and policy makers, giving us a broader base for planning and implementing 
strategic efforts. 

The Governor-appointed Councils and Commissions to which the division provides 
administrative support include: 

• North Dakota Workforce Development Council 
• North Dakota Youth Development Council 
• North Dakota State Commission on National and Community Service 
• Office of Faith-Based and Community Initiatives 

In the fall of 2009, the Department of Commerce announced the creation of the North 
Dakota Youth Office designed to invite young people to stay in North Dakota and to 
incorporate existing youth-related prpgrams under one office. This too is part of our 
workforce system's strategic effort to attract, retain and expand the state's workforce. 

There are some changes to our budget from the last biennium, which I'll briefly explain. 

Recommendation #5 from the Early Childhood Education section of the report from the 
North Dakota Commission on Education Improvement calls for funding for 125 
scholarship grants to individuals working in the childcare industry who wish to obtain a 
Child Development Associate credential. The CDA National Credentialing Program is 
a system designed to improve the quality of early childhood education programs by 
improving the professional competence of the childcare providers. 

The Governor's budget proposal of $150,000 for the CDA credential matched the 
Commission's recommendation. ' 

Approximately five million dollars was appropriated in our budget by the House for 
overall child care business recruitment, retention and training. The funds are designated 
for ongoing development and increased child care capacity as established in HB 1418 
(2009) found in NDCC 50-11.1-14.1. I have attached that section of the code for your 
reference. The Child Care Initiative established by HB1418, was implemented by Child 
Care Resource and Referral (CCR&R). Program achievements to date include: 112 new 
in-home child care businesses and 9 new child care centers have been created, adding 
1700 new child care spaces; 80 hours of online training have been made available, and 
have been taken over 17,000 times; and, 164 existing providers have enrolled in CDA 
and other activities designed to strengthen their businesses. 
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As North Dakota's economy grows, communities struggle to meet the demand for 
quality child care needed to support their expanding workforce. Child care industry 
standards suggest the child care supply meet 50% of demand. CCR&R data indicates 
that North Dakota's supply meets 40% of the demand-we need an addition of 8,000 
spaces to reach 50%. This shortage grows as energy and other economic development 
brings in new, young families. 

WorkKeys is a job skill assessment system developed by ACT, the nationally known 
non-profit research and assessment organization. In 2009, the legislature enacted a 
scholarship program for all North Dakota students, including a Work Keys option. 
Expanding the use of Work Keys to adult job seekers and incumbent workers through 
this project will clarify the skill needs of employers and give them a proven tool for 
measuring skill levels. It will also help job seekers identify and address their skill gaps. 

Our project will involve educating employers and job seekers on: 
• The profiling process and the database of profiled jobs 
• Use of ACT-provided job profile information in writing better job descriptions 
• Use of assessment results to assist in employee selection 
• Use of assessment results to understand staff training needs 

The project budget of $125,000 for program education, promotion and assessment 
administration was eliminated in the House. We ask that you consider adding this 
opportunity back into our budget. 

Jobs for America's Graduates, or JAG, is a nationally recognized, nationally 
administered program designed to se'rve youth at risk of dropping out of school. The 
JAG model provides course curriculum and mentoring to encourage students to 
complete school, secure quality employment leading to a career, or pursue 
postsecondary education. 

The Workforce Development Division took the lead in implementing JAG in North 
Dakota by offering seed funding to schools interested in developing and maintaining 
JAG programs. We currently have high school-level programs in Williston and New 
Town. Early College Success Programs at Williston State College and United Tribes 
Technical College apply the JAG model at the post-secondary level. 

We requested $100,000 for the biennium, to provide a limited level of funding to the 
programs for two more years, as they ,develop sustainability plans. This was removed in 
the House and we ask that you consider adding it back to the budget. 

We requested an increase to the Workforce Enhancement Grant program, which the 
Governor proposed as Workforce Centers of Excellence under the combined Centers 
of Excellence concept. This program was funded at $2 million for the 2007-09 biennium 
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and at $1 million for the current biennium. $2 million has been appropriated by the 
House. 

Current funds are fully obligated. We're seeing the demand for flexibility in programming 
to keep workers current with employer need. Employer commitment is apparent through 
the dollar-for-dollar match being provided. 

Operation Intern puts focus on higher education internships in target industries. 
Matching funds equal to 50% of the compensation paid to interns are available to 
businesses creating new internship, apprenticeship and work experience opportunities 
in North Dakota. Students enrolled in a North Dakota college or university, a registered 
apprenticeship program, or high school juniors and seniors are eligible. 

Since program inception in 2007, over 180 businesses have participated in the program 
and 320 new internship, apprenticeship and work experience opportunities have been 
created. 

The current biennium appropriation of $900,000 has been fully obligated. Our budget 
request maintains this funding level. We are also asking for an emergency clause on the 
appropriation. In addition, continuing appropriation would allow the program to more 
easily assist internship opportunities that span multiple biennia, particularly the 
summers between biennia. 

Mr. Chairman, members of the committee, this concludes my testimony. I would be 
happy to answer your questions. 

4 
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50-11.1-14.1. Workforce development~ Quality improvement - Technical assistance -
Capacity building. · 

1. The department shall provide voluntary, progressive training opportunities leading to 
credentials and shall provide supports for the early childhood care and education 
workforce. The department shall implement a registry to track workforce participation. 

2. The department shall implement a voluntary quality improvement process for licensed 
early childhood facilities. The department may provide a quality incentive payment and a 
higher reimbursement rate for child care assistance program payments to a participating 
early childhood facility. The department may provide technical assistance and support to 
an early childhood facility that applies for quality improvement and may provide financial 
incentives to an early childhood facility that sustains and increases program quality. The 
department may contract with a private, nonprofit agency to provide technical assistance 
under this subsection. 

3. The department IT)ay provide supports and incentives to build child care capacity, 
including: ' 

a. Technical assistance and support to individuals who want to establish a new program 
or expand existing capacity to include information on needs assessments, regulatory 
processes, facility design and furnishings, startup and operating budgets, staffing 
patterns, curriculum evaluation, and development of business plans . 

b. Grants to programs with a viable business plan to support early childhood facility 
development and expansion in areas with a demonstrated need. 

4. The department shall coordinate with other state agencies as necessary to implement 
the provisions of this section . 
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Workforce Enhancement Grant Program 
2009-2011 Biennium 

North Dakota State College of Science 
• Automotive Diagnostic Certification Center: $265,000 

Provides diagnostic equipment, software and consulting, training platform, 
instructor training and curriculum development to train and certify automobile 
technicians in diagnostics. 

• Industrial Controls and Communications Training Initiative: $108,000 
To stay current with industry trends away from analog instrumentation and 
toward networked electrical control systems, NDSCS will upgrade both 
permanent and portable training platforms in its electrical training programs with 
current distributed control systems, automation controllers, and human machine 
interfaces. 

NDSCS Total: $373,000 

Bismarck State College 
• Automotive Collision Technology Program: $76,368 

For the purchase of a state of the art Semi Downdraft Double Prep Station (paint 
booth) for the Automotive Collision Technology (Auto Collision Tech) program at 
Bismarck State College. 

• Line Worker -Skid Steer Loader: $45,968.00 
For the purchase of a Skid Steer Loader to support an introduction to pole 
climbing for the line worker pr?gram at Bismarck State College. 

• Welding Partnership Program : $96,990 
Education and welding training delivered to inmates from the North Dakota 
Department of Corrections through the use of Virtual Welding Training Units. 

• Electronics and Telecommunications Project: $102,116 
To enhance and expand the Electronics and Telecommunications programs by 
locating the program and offering dual credit at the Bismarck Career Academy, 
which serves 10th , 11th and 1 ih graders. 

BSC Total: $321,442 

Williston State College 
• Transportation Initiative: $265,000 

Makes certificates available in Suspension and Computerized Alignment, 
Electronic Diesel Engines, Automatic and Electronic Transmissions and 
Clutches, Transmissions and Electronic Controls. 
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• Commercial Drivers License Initiative: $50,000 
Funds the purchase of a pickup large enough to transport the CDL training lab. 
This will assist with onsite CDL refresher training for area trucking companies 
and remotely located companies that employ truck drivers. 

• System Integration and Emerging Technology Program: $50,000 
Funds applied to development of the System Integration and Emerging 
Technology Center. The Center will offer courses in the following areas: IP 
Telephony, Communication Systems, Computer Systems, Information 
Technology (IT), Networking (Switching and Routing), Security and Life Safety 
Systems, Fire Detection Systems, Audio Visual Systems, Home Automation and 
Control, Industrial/Commercial Automation and Control, and Low Voltage Wiring 
(Voice, Data, Audio, Video, Security and Fire). Includes training to secondary and 
post-secondary students and .incumbent workers. 

WSC Total: $365,000 

NOTE: 
• Lake Region State College turned back grant funds due to inability to obtain 

match . 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
MARCH 15, 2011, 8:30 A.M. 

SENATE APPROPRIATIONS COMMITTEE 

HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

JIM BOYD - INTERIM DIRECTOR OF THE DIVISION OF COMMUNITY SERVICES 

Good morning Mr. Chairman and members of the committee. I'm Jim Boyd, Interim Director of 
the Division of Community Services. 

The total appropriation request for the biennium for the Division is just over $86.4 million. Of 
that amount, just under 3% of the budget is proposed to come from the General Fund. 

I'd like to refer you to the pie charts included in your handouts. The first chart is the "Funding 
Request by Funding Source". You will note that approximately 97% of the division budget 
consists of federal or special funds. 

It's important to note that the federal funds amount in your budget packet includes slightly over 
$24.4 million in Recovery Act funding authority necessary to complete the community 
development and energy efficiency initiatives begun during the current biennium. 

The $2.4 million General Fund request represents nearly a $5.6 million decrease from the current 
biennium's budget. While the general fund budget contains $530,338 from the executive 
recommendation to continue the child care program grants, the majority of reductions come from 
the elimination of the Great Plains Applied Energy Research Grant as well as the State Blender 
Pump initiative. 

The second chart, "Funding Request by Line Item", shows where the dollars will be spent. 
• Over 95% of the funds we receive is used to provide grants local organizations through 

out the state (city/county governments, Community Action Agencies, etc.); 
• almost 3% will be used for salaries and wages; and 
• about 1.3% will be used for operating expenses. 

The third pie chart is the "Funding Request by Program Area" which describes what we will do 
with the money in the next biennium. The Division of Community Services consists of four 
different program areas: 

I) Community Development 
2) Office of Renewable Energy and Energy Efficiency 
3) Self-Sufficiency 
4) Technical Assistance 

The Community Development program normally invests from $15 to $25 million in 
development projects during a biennium. From July I, 2009 to January I, 2011, 188 community 

Page I of3 



• projects were approved for a total of just over $17 .2 million. The following are a few examples 
of the diverse type of community projects we get involved with all across the state: 

o Awarded $333,641 for construction of a 36 unit affordable rental housing project in 
Dickinson. · 

• Provided $ I 00, I 00 to the City of Lehr to replace water mains. 
o Awarded $162,500 to the City of Stanton to rehabilitate a Mercer County Housing 

Authority 8- Plex. 
• Provided $35,800 to Stutsman County to remove architectural barriers in the county 

courthouse. 
• Provided $585,000 for a 17 unit affordable housing development project which 

rehabilitated the former hospital building in Stanley. 
o Awarded $ 2.8 million in assistance to sub-recipients for housing rehabilitation and 

homebuyer acquisition activities statewide including projects in communities ranging in 
size from Lehr and Zeeland to that of Bismarck and Fargo. 

• Funded the redevelopment of 124 affordable housing units in Fargo with over $2.3 
million. 

• Provided over $2.2 million in funding to the City of Bismarck for the redevelopment of 
33 units of affordable housing units. 

• We provided close to $746,000 to 24 homeless shelters; including shelters in Bismarck, 
Dickinson, Fargo, Grand Forks, and Williston. On any given night, these shelters serve 
approximately 1,100 homeless people in North Dakota. 

On to the Office of Renewable Energy and Energy Efficiency and some recent examples of 
activities. 

• 1,765 homes occupied by low income families received weatherization assistance with 
719 home furnaces repaired or replaced last year. 

• Awarded approximately$ 5.2 million to implement energy efficiency projects in 10 state 
owned institutions. 

o Awarded $2 million to Minot State University for a heating system retrofit project 
utilizing Geothermal Energy. 

• In our efforts to work with small cities and counties we have awarded over $8.1 million 
in assistance to 104 units of local government for energy efficiency projects to reduce 
their energy costs. 

As far as the Self Sufficiency program area is concerned, we will provide an estimated $6.9 
million of Community Services Block Grant dollars to fund numerous programs and services in 
the next biennium. Most of these dollars go to the Community Action Agencies to help them 
work with some of our most vulnerable_ people. This current biennium approximately $4.5 
million of ARRA funds were available to supplement the ongoing program funds. 

The programs and services include Head Start, surplus commodity food distribution, self 
sufficiency assistance, employment education, income management, health services and 
emergency housing needs. 

Page 2 of3 
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These federal funds are provided by the U.S. Dept. of Health & Human Service's Office of 
Children & Family Services. One of the requirements of the program is to hold a public hearing 
in conjunction with each legislative session. Traditionally time is set aside during our budget 
hearing today to receive comments and meet this federal requirement. 

Our final program area is best described as technical assistance. 

• This includes the Renaissance Zone program which we manage. We now have 49 cities, 
including Ashley, Beach, Bottineau, Bismarck, Dickinson, Fargo, Grand Forks, Hazen, 
Jamestown, Minot, Valley City, Watford City and Wishek with designated Renaissance 
Zones. To date we have over approved 950 Renaissance Zone projects statewide. 

• This program area also includes the manufactured home installation program. The 
program was implemented in 2006. The purpose of the program is to ensure the proper 
installation of manufactured homes; thereby, reducing problems with the new homes. 

In closing I'd just like to acknowledge the·help and collaboration we get from the 8 Regional 
Councils and the 7 Community Action Agencies in the delivery of some of our programs. 

All the Division of Community Services programs are geared to improving the quality of life for 
the people ofNorth Dakota; thereby, supporting the efforts of the Department of Commerce to 
attract, retain and expand wealth here in North Dakota . 

Page 3 of3 
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Division of Community Services 

2011 - 2013 
Funding Request by Funding Source 
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Division of Community Services 

2011 - 2013 
Funding Request by Line Item 
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Division of Community Services 

2011 .. 2013 
Funding Request by Program Area 
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Export Management 
Course 
• 12 Week Course 
• Held in the fall at UND 
.• Held.in. th8.Spring 8t NDSU . 
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I" NORTH DAKOTA TRADE OFACE 

Economic Impact: Biennium 2009 - 2011 

Mission 

811 2°d Avenue North, Suite 284 
Dept, 0510 PO Box 6050 

Fargo, ND 58 108 
P: +l 701 231 1150 • F: +l 701 231 1151 

The NDTO mission is to expand export volume through advocacy, education and expertise, 

State Funds 
The NDTO received $2.064MM in state funding in the present biennium, with a match 
requirement of $750,000 in private funds from exporters, export service providers and federal 
grant authorities, 

Profitable Entity for the State 
In the current biennium the Trade Office has been true to its mission and has continued to be a 
highly profitable entity for the state, 

Data based on surveys returned from Trade Office members (representative sample) and data 
returned on surveys from Trade Office members who traveled on Trade Missions or who took 
part in reverse missions indicate these companies generated $60 MM in incremental export 
sales over the previous 12 months resulting in $3.4 million in incremental state tax revenue, In 
essence, the annual state tax revenue generated from these members represents more than 
twice the state funding provided the Trade Office during the biennium, 

Increased Trade Office membership by 55% 
July 2009 membership= 46 
January 2011 membership more than 70 
Member renewal rate of 90% 

Expanded to Global Offices 
Kazakhstan, Ukraine, Turkey, South Korea, and China/ Hong Kong, NDTO contracted with 5 
dedicated overseas representatives in these markets to continue business development in 
existing countries and to strengthen partner relations overseas, Our representatives have 
enabled us to identify, recruit and build relationships with key distributors and customers; as 
well as troubleshoot on behalf of our exporters·, These representatives are the critical to 
advancing our success. 

Outreach and Resources to Members 
► Export Management Course: We successfully launched our (for credit) Export 

Management Certificate Course in conjunction with the University of North Dakota (fall 

of 2009) and North Dakota State University (spring 2010), The course is 12 weeks and 

www.ndto.com • www.ndtoexpo.com 
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811 2°d Avenue North, Suite 284 
Dept. 0510 PO Box 6050 

Forgo, ND 58108 
P: +l 701 231 1150 • F: +l 701 231 1151 

educates university students, export assistants, and international export managers and 

staff with expertise from industry experts and business resource providers. The course is 

unique in that each week the instructor is different and is an expert in their field of 

international business, Panel discussions with an array of local business leaders are 

often highlights providing the students with insight into how business is really done; 

including the obstacles and challenges exporters face. The capstone of the program is a 
' group project with a local export company, in which the students prepare a detailed 

export management plan for the exporter, complete with selection of a new market, 

research and recommendations for market entry, 

► Trade Talks: NOTO trade talks include a combination of live seminars and on-line 

webinars, Over the present biennium, 18 events were held, with 371 participants and a 

90% satisfaction rating, Trade Talks were expanded in this biennium to include technical 

export issues, high level trade discussions from experts, and country market experts. 

We are committed to utilizing local business resources providers as experts when and 

where possible for the benefit of the members . 

► Export Assistant Program: This innovative program places graduate students with 

participating companies where the skill set and company needs are best met. The 

export assistants, students at North Dakota State University, work up to 20 hours a 

week, and full time over the summer. The companies commit to a 2 year relationship, 

and the graduate students help build the global business. The students gain work 

experience related to their graduate studies, college credit and tuition assistance; and 

upon graduation move onto careers in international business or assist the companies in 

pursuit of global business opportunities that would not have been realized. In addition, 

half of the student's earnings are paid by the company, Currently there are 16 

assistantships and 13 are filled. 

► Website enhancement and Exporter Expo: Jul','. 2010 saw the launch of a new NOTO 

website, The new website launch included a new look for the trade office complete 

with a new logo and new branding. The website includes a business expo, a unique and 

versatile approach enabling member companies to showcase their products in a trade 

show-like format, Available to members and non-members on a fee basis. The website 

serves as a global resource for our country representatives, member and non-member 

companies, their products and the NOTO . 

www.ndto.com • www.ndtoexpo.com 
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NORTI-l DAKOTA TRADE OFFICE 

811 2°" Avenue North, Suite 284 
Dept. 0510 PO Box 6050 

Fargo, ND 58108 
P: +1 701 231 1150 • F: +1 701 231 1151 

► ExporTech: Launched in the spring 2009, the ExporTech program is designed to help 

small to medium sized companies enter or expand into global markets by helping them 

to understand how exports can be a major growth driver; identify hurdles to expansion, 

and work one-on-one with facilitators and experts to develop i:heir export growth plan, 

By utilizing a team of experts, ExporTech helps the companies move quickly beyond just 

planning, into actual export sales, Our local team consists of Dakota Manufacturing 

Extension Partnership (M EP), and the US Commercial Service, We have completed 4 

programs over the past 2 years; 2009 North Dakota/ South Dakota; 2010 North Dakota/ 

NW Minnesota; and 2011 being scheduled for May 2011. 

► Global Conference: Global Business Connections will be held in Fargo, ND, March 30-31, 

2011. Greg Page, Chairman and C_EO Cargill will be a Key Note speaker. The 

conference, held every 2 years, focuses on bringing exporters, together with service 

providers and international industry professionals for networking, break-out sessions, 

and information on current subjects of international interest . 

Trade Missions 
• Escorted 55 companies to 7 countries 
• Total reported immediate sales: $5.75 million 
• Total reported projected increase_ in sales: $13.4 million 

Reverse Missions 
• Hosted 340 visitors from 21 countries with 108 companies participating 
• Total reported immediate sales: $4.68 million 
• Total reported projected increase in sales: $10.86 million 

The Road Ahead 
The road ahead will be challenging given the current worldwide economic situation: 

1. Member donations will be increasingly scrutinized 

2. Access to growth capital has become a significant issue 

3. Access to and aid in finding qualified customers in priority markets will be sought after 

4. International management expertise/education must be increased significantly to 

enable export success on both sides of the ocean 

S. We recommend exploring new ways to bring "smaller exporters into the fold" 

6. Lack of skilled professionals in North Dakota continues to be an issue despite the 

recession 

www.ndto.com • www.ndtoexpo.com 
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81 l 2nd Avenue North, Suite 284 
Dept, 0510 PO Box 6050 

Fargo, ND 58 l 08 
P: +l 701 231 1150 • F: +I 701 231 1151 

7, Logistics issues continue to be a problem for ND exporters adding to the cost of their 

products 

Budget Enhancement Recommendation: 
The Trade Office is recommending a budget enhancement of$ 489,000 to accomplish the tasks 
and goals of the organization, 

L Finance the resource management initiative to solicit, educate, and enable access to 

capital growth and a wider supplier network for established ND companies with strong 

international expansion opportunities, This function is currently supported by an EDA 

grant, EDA is not optimistic about funding for the 2011-2013 biennium, 

2, Replicate our successful overseas representative business model in two additional 

countries to enhance/ drive distributor and customer business identified during past 

trade missions, 

3, Increase reverse trade missions to facilitate sales and reduce the sales cycle time 

timeframe, Data supports that outbound trade missions generate NOTO memberships 

and reverse trade missions generate sales for member companies, Add one reverse 

trade mission per 6 month period, 

4, Enhance the student recruitment and internship program with select universities to 

recruit and train foreign students in subject areas that will increase export potential for 

ND companies, The areas of interest are international agribusiness, agricultural 

equipment and international m~nagement, 

5, Upgrade information systems of the NOTO to increase efficiency and client support. 

Upgrades include a CRM program, training and technical support, 

6, Facilitate the development of logistics coordination services in North Dakota to educate, 

review and advise on the use of containers and trans-loading in conjunction with local 

logistics providers, railroad and steamship service offerings, Broaden and increase the 

use of the Port of North Dakota and coordination of exports, 

ND Export Growth 
What does trade means to North Dakota? Trade means jobs, 

• In 2010 North Dakota exported 2,5 billion in manufactured goods, which supported over 

17,000 manufacturing jobs, 

• Manufacturing exports have increased + 200%, more than 300% since 2005 

• Manufacturing companies have, added 284 jobs in 2010 

www.ndto.com • www.ndtoexpo.com 
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811 2nd Avenue North, Suite 284 
Dept. 0510 PO Box 6050 

Fargo, ND 58108 
P: +l 701 231 1150 • F: +I 701 231 1151 

• In 2009 North Dakota exported 3.19 billion in agricultural products, which supported 

over 45,170 agricultural jobs 

• North Dakota exports over $500 million in services 

• 1 in 3 acres of agricultural product is exported 

ND Exports Economic Impact 
Exports are a $7.7 Billion Industry; +55% (2009 total exports as compared to 2007 total exports) 
Increased exports: 

✓ Exports from 2005 to 2010 have more than doubled from $1.2 billion to $2.5 billion in 

manufactured goods; and the fastest growth rate among the 50 states over that same 
time period. 

✓ New employment: 284 jobs 

✓ New state tax revenue: 3.4MM 

✓ Member export growth: 70% in 2010 vs, 2009 

www.ndto.com • www.ndtoexpo.com 
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SENATOR RAY HOLMBERG, CHAIRMAN 

PAUL GOVIG -ACTING COMMISSIONER, ND DEPARTMENT OF COMMERCE 

The Department of Commerce provides funding to some of our partners to accomplish our 
m1ss10n. They include: 

• Small Business Development Centers 
• Center for Technology and Business (Rural Development Office/ Women's 

Business Development Office) 
• American Indian Business Development Office 
• Dakota Manufacturing Extension Partnership 

Small Business Development Centers 

The ND SBDC exists to provide high quality business assistance in the form of counseling, 
training, and research to existing and prospective small businesses which results in job creation 
or retention and economic wealth. 

Rural Development Council/Center for Technology and Business 

The Department of Commerce contracts with the Center for Technology and Business for the 
provisions of the Women's Business Development Office and the Rural Development Office. 
We are requesting the same level of funding that they received this biennium. These programs 
are involved with computer education, rural outreach, rural housing, childcare and the North 
Dakota Young Professionals network. 

American Indian Business Development Office 

The purpose of the office is to enhance the business opportunities available to Tribes and tribal 
members. This important initiative was contracted out to the Prairie Consulting Group of 
Bismarck during the 2009-2011 biennium. Accomplishments included a Research, Insights and 
Opportunities Report to provide a good understanding of the capabilities. In addition, a number 
of prospect leads and site visits were conducted on the reservations. 

Dakota Manufacturing Extension Partnership 

The purpose of the Dakota MEP is to increase the competitiveness of manufacturing companies 
and thereby, strengthen our economy. 

More detailed information is included for each of these organizations in the written testimony 
provided. I would be happy to answer any questions you have on these partners and many of 
them are represented in this room. 
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Testimony in support of HB 1018 

ND Department of Commerce Appropriation 
Senate Appropriations Committee 

Bon Wikenheiser, State Director, ND Small Business Development Centers 

Mr. Chairman and members of the committee, I am Bon Wikenheiser, State Director for the Small Business 
Development Center. I ask your support for HB1018, the 2011-13 appropriation for the ND Dept. of 
Commerce, submitted at the request of the Governor. The SBDC is funded in the Partner Programs line 
item of the DOC budget. 

The ND SBDC exists to provide high quality business assistance in the form of counseling, training, and 
research to existing and prospective small businesses which results in job creation or retention and 
economic wealth. SBDC consultants prepare and present funding packages for clients seeking to finance 
new businesses and existing business expansion, help with workouts for stressed businesses, as well as 
provide general business consultation. Regional offices are located in Bismarck, Fargo, Grand Forks, 
Minot, Jamestown, Williston and Dickinson. Tribal offices are located in Fort Yates and Belcourt. The lead 
center is hosted by UNO. 

SBDC network state funding was restored to its 1999 level of funding during the 2009 session. That 
investment of state funding resulted in these outcomes from 7/1/2009 to 12/31/2010: 

• Provided 12,752 hours of direct client consultation to over 2,000 small businesses and nascent 
entrepreneurs. Served clients in all 52 counties. 

• Assisted clients in acquiring $130,289,000 in capital for small business. Eighteen percent of all 
clients seen by the SBDC have realized direct capital infusion. ND SBDC ranks 15th overall in the 
country for capital access results for clients, realizing $51 of capital acquired for every dollar of cash 
invested in program. National average for SBDC programs is $17. 

• SBDC consultants have assisted clients in receiving capital from commercial banks and credit 
unions, Bank of ND, SBA, Certified Development Corps, Small Business Investment Centers, USDA, 
CDBG, APUC, ND Development Fund, regional and local revolving loan funds, venture capital firms, 
private investors, tribal entities and federal, state and local grants. 

• The SBDC network used available state funds to partner with local economic development, county 
and city government entities to add business consultation services in their local regions to assess 
the need for continued service. In the 4 th Q of 2010, SBDC assisted services have been expanded 
in Williston, Dunn County, Beach, Bowman, Tioga, Watford City, Bottineau, Devils Lake, the IDEA 
Center, Marketplace of Ideas and Wahpeton. All partner entities invested local dollars to match the 
state and federal funds designated for, the local services. 

• Assisted with 182 business starts, 809 jobs created and 784jobs retained as defined by SBA. 
• Completed a pilot program in the Watipeton region following the Imation and Industrial Plating plant 

closures. In addition to direct business consultation, the SBDC assisted the Wahpeton economic 
developers mitigate the business concerns surrounding the infrastructure updates the area 
implemented following the floods. 

• Assisted Red River Regional Council in completing the Northwood recovery plan following the 
tornado, while assisting businesses with their recovery plans. 

• Complied with all regulations and program requirements to acquire national certification, which is 
necessary to be eligible for federal funding. 

• Allowed the program to match the increase in federal funds allocated for the program. The state 
received an additional $340,552 in federal funds because of the program's ability to match available 
federal funds. 

• Improved the client record management system to better verify and track results and trends by 
region and satellite center. 
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The SBDC's plans for the next biennium's service are determined by the regional stakeholder needs and tr~ _ 
overall plan for economic development priorities defined by the state government and EDND, ) 

Specific activities slated for the next biennium include: 

• The establishment of SBDC satellite offices hosted by ND State College of Science, Dakota College, 
the IDEA Center, Marketplace of Ideas and North Central Planning Council for the 2011 calendar 
year. Re-establish the Grafton satellite center hosted by Red River Regional Council. 

• The expansion of services in the western part of the state as administered through Williston State 
College and Dickinson State University's Strom Center. WSC will oversee satellite centers in Tioga, 
Crosby, Tri-County Regional Council and Watford City, DSU's Strom Center will oversee satellite 
centers in Beach, Bowman and Dunn County, These centers will work in conjunction with local 
developers already hired to serve the area. 

• Provide capital access expertise to the ND Trade Office. This service's costs are included in a one­
time federal grant allocated for SBDC. The grant will cover costs for one year for this position, 

• Partner with the Underwood Area Development Corp. to provide services to McLean and Sheridan 
counties as outlined in the SBDC federal grant and the local development plan. 

• Continue to build business succession planning services necessary for rural communities. 
• Working with the Grand Forks Base Realignment Impact Committee to establish federal and state 

procurement technical assistance for small businesses in and around the Grand Forks Region. A 
three-year commitment of federal funds has been awarded to begin these services, matched by 
BRIC committee authorized Center of Excellence funds allocated for this region. 

• Redo the ND SBDC website and provide technical support to regional offices. This activity was 
planned for the 2009-11 biennium, but the funds allocated for this were redirected to the regions for 
additional client services at the request of the local area developers. 

• Explore additional value-added agriculture technical expertise. The ND SBDC currently serves a 
proportionately small number of ag related businesses. Changes in the SBA lending regulations a 
well as proposed changes in banking lending policy indicate an opportunity for SBDC to better serve 
ag-related businesses in ND. 

The SBDC works. 

Your support of the SBDC is most appreciated. ND SBDC has successfully demonstrated its value as a 
valid component of the economic development community. Maintaining the state's commitment as included 
in the Governor's budget allows SBDC to continue our services and local partnerships as ND grows and 
prospers. 

I would be pleased to answer any questions you may have. 

Contact information: 

Bon Wikenheiser 
State Director 
Bank of ND 
1200 Memorial Highway 
Bismarck, ND 58506-5509 

Phone: 
Cell: 
E-Mail: 

701-328-5375 
701-202-2679 
bon@ndsbdc,org 
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Rural Development Council 

The Rural Development Council was initiate.d with federal funding and was turned over to the state to 

fund in 2002. Seeing the value and need for outreach to rural ND, the Department of Commerce uses 

discretionary funding to provide resources for their work in rural North Dakota. The office has resided 

with the Center for Technology and Business since 2004. The Rural Development Council provides rural 

outreach and is a resource for rural communities, organizations, economic developers, and businesses. 

The program cost shares and funds have been used for maintaining a website, printing, electronic 

commerce, and staffing. 

Examples of accomplishments include: 

• Crash Course, a regional program developed to help students and their parents identify course 

majors and trades that could place them in a job within ND after graduation. More than 350 

parents and high school students have received hands-on training in scholarship programs, 

financial aid, career exploration, and ND's job outlook with an emphasis on areas of demand. 

This program gives students and their parents the information they need to know about the jobs 

available in the state rather than forcing them to look elsewhere for positions after college 

graduation. Five more are scheduled to take place in January and February. 

• The North Dakota Young Professionals (YP) Network engages young professionals statewide, 

connects the individual VP chapters, offers encouragement and support for new chapters, and 

provides outreach making these individuals more valuable to their employers and communities. 

• Childcare Roundtables are held across the state to bring childcare business development 

resources to rural communities and help make small businesses aware of all the available 

resources. This gives the local, state, and federal programs a way to reach out to families, 

communities, and businesses that rely on childcare to retain employees. 

Center for Technology and Business 

The Center for Technology and Business provides services to the Department of Commerce as the 

Women's Business Development Office. This office provides business and computer training in many 

different communities across North Dakota, provides one-on-one counseling to women's businesses 

owners, and certifies businesses owned by women for state and federal contracting .. 

Examples of accomplishments include: 

• Increased payrolls by $3,020,160. 

• Trained and counseled 1,766 students in computer skills and business practices. 

• Certified 45 new Women Owned Businesses across the state. 

• $90 Return on Investment per state dollar invested . 
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To: 

Cc: 

From: 

Date: 

Subject: 

TESTIMONY 
North Dakota Senate Appropriations Committee 

North Dakota Department of Commerce 

Dakota MEP 

March 15 th
, 2011 

State of North Dakota Support for Dakota MEP (2011 - 2013 Biennium) 

The testimony provided in this document is specific to the work of the Dakota MEP' in carrying out the 

work of the national Manufacturing Extension Partnership (MEP) in North Dakota. It does not include 

the work of the Dakota MEP in working with other MEP programs throughout the national MEP 

network . 

Background 

The purpose of Dakota MEP is to increase the competitiveness of manufacturing companies, other new 

wealth creating companies' and related industries that impact such enterprises, in order to strengthen 

North Dakota's and our nation's economic vitality. 

As of 2009, there were 23,600 employed in North Dakota in manufacturing with annual average 

compensation of $52,418 (as compared to $46,238 for the rest of the North Dakota workforce). 

Manufacturing represents nearly 10% of the state's economy and represents 69% of the state's exports 

1 Dakota MEP is organized as a non-profit organization (501c3) and is an affiliate of the Manufacturing Extension 
Partnership (MEP) -the nation's largest business assistance network dedicated to developing domestic 
manufacturing - our nation's largest creator of new wealth. As an MEP affiliate, it is able to introduce world class 
best practices complemented by objective assessment, technical assistance and training services locally to 
manufacturers, other new wealth-creating companies and related industries in order to strengthen their economic 
vitality and that of our region and nation. Dakota MEP also maintains affiliations with other organizations to 
strengthen its value proposition. See www.dakotamep.com for additional information. For more information on 
the national Manufacturing Extension Partnershi'p see www.nist.gov/mep . 

2 New wealth creating companies, including manY manufacturers, drive econo~ic prosperity by importing wealth 
to the local or regional economy through the production of goods and the development of intellectual products 
and processes exported to national or international markets. These companies are not constrained by the size of 
the local market. 
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to other countries. From 2003 - 2008 (pre'.recession), the manufacturing industry made up 44% of the 

total growth in North Dakota's economy. 

Dakota MEP is organized as a private/ public partnership providing assistance to any company seeking 

to become more competitive, more productive and more profitable. We currently have twelve full time 

employees operating in North Dakota. The governance of the Dakota MEP is led by a Board of Directors 

that includes: 

• Dan Antrim, VP - North American Operations, Bobcat/ Doosan, Gwinner, ND 

• Kari Warburg Block, CEO, Earth-Kind, Bismarck, ND 

• Bryan Bossert, VP - Operations, Phoenix International, Fargo, ND 

• Bart Brost, Engineering Manager, Showplace Wood Products, Harrisburg, SD 

• Chuck Crary, President, JS Oil & Transport, West Fargo (Chair - Crary Industries, West Fargo, ND) 

• Brian Dahl, VP - Operations, Amity Technology, Fargo, ND 

• Don Hedger, President, Killdeer Mountain Manufacturing, Killdeer 

• Dan Hoefs, President, Padgett Business Services, Fargo (formerly of Gremada Industries, Fargo) 

• Marianne Von Seggern, Bell Incorporated, Sioux Falls and 

• Tammy Wierenga, Employment Manager, Raven Industries, Sioux Falls. 

In addition the Board includes ex-officio members representing our federal and state investors: MEP 

NIST (current Account Manager), the State of North Dakota/ Department of Commerce (Paul Govig -

formerly Shane Goettle). 

Next Biennium (2011- 2013) Baseline Funding ,. 
The State of ND funding level in the table below is identical to that provided during the current 

biennium (2009 to 2011). The baseline budget for each MEP program generally consists of 1/3 federal 

(MEP NIST); 1/3 state and 1/3 supports from the private sector (i.e. fees for service). 

·.•.•:oa~btlMEP·•Bienrii~'i,:\aksJurie,:j 
?'•· .,,ti,•·. ••>'•'•Funding··/; 

1 2011 - 2012 Baseline Budget 

2 

2 

$475,000 $475,000 $1,425,000 

$475,000 $475,000 $1,425,000 

$950,000 $2,850,000 

) 
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Dakota MEP Services 

The Dakota MEP provides assessment, technical assistance and training services to companies in 

manufacturing and related industries, particularly but not exclusively small and medium sized 

enterprises (SM Es). The Dakota MEP supports a business improvement roadmap that helps companies 

identify where improvements may need to be made and helps them implement these improvements. 

Most services are provided by Dakota MEP staff. Additional services draw on the expertise of other MEP 

programs and on the expertise of approved third party service providers that work- underthe guidance 

of the Dakota MEP - successfully with companies we partner with. 

Services are designed to help companies improve financial performance, expand in profitable markets 

and build greater capacity and competitiveness through improved processes and people. 

Examples of services provided by Dakota MEP include: 

• Applying and sustaining continuous improvement to companies, 

• Assessing the strengths and weaknesses of companies, 

• Developing leaders at all levels of an organization, 

• Helping companies build their capacity to better compete, 

• Helping companies generate, prioritize and implement new ideas for business growth, 

• Helping companies with leadership and ownership succession, 

• Identifying new technologies for developing or enhancing new products and processes, 

• Improving how companies measure performance and organize their efforts, 

• Improving processes (flow of value in an organization at the demand of customer), 

• Improving productivity (improving value of output per employee), 

• Improving profitability, 

• Improving the performance of supply chains, 

• Increasing sales (especially in a tough ~conomy) and 

• Making new investments (i.e. plant, equipment, information systems, and workforce). 

In addition to the Manufacturing Extension Partnership, Dakota MEP is an affiliate of the Association for 

Manufacturing Excellence (AME), the Shingo Prize (known as the "Nobel Prize" for Business Excellence) 

and the Society of Manufacturing Engineers (SME). It is one of the nation's leaders in helping businesses 

develop internal capacity in becoming a "Lean Enterprise" through its Lean Enterprise Certification 

Program. -It also has two of the nation's two hundred Shingo examiners trained to evalua_te the progress 

3 
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that organizations are making in world class performance. This is particularly critical as developing a 

roadmap and measuring progress in implementing best practices is difficult within most organizations. 

Dakota MEP Two Year Performance 

Over the past two year period, the Dakota MEP has served 216 manufacturers in North Dakota. These 

companies have a primary or secondary manufacturing industrial classification code. See the table 

below - for a list of those companies. 

One way that companies are served is through improvement projects. Improvement projects are 

designed to address specific company issues, needs or opportunities. Over the past two years, seventy 

eight companies partnered with Dakota MEP on improvement projects in North Dakota. Fifty seven of 

those companies responded to an independent 3'• party survey on the benefits and impacts they 

realized through the Dakota MEP assisted improvement projects. 

During a very difficult economy, these companies reported $79.9 million in quantifiable benefits and 

impacts ($1.4 million on average per company). These same companies reported that 259 

manufacturing jobs were created or retained. These jobs have an estimated gross wages of $13.6 

million3. Given the State of North Dakota support for Dakota MEP, this would reflect an investment of 

$3,668 per job in manufacturing. 

Dakota MEP Manufacturing Companies Served in North Dakota 
. (2009 - 2010) 

Manufacturer Community State 

Aaseby Industrial Machining, Inc. Wahpeton ND 

Agri-Cover Inc Jamestown ND 

Alien Technology Corp. Fargo ND 

Alion Science and Technology Bismarck ND 

All Service Manufacturing . Carrington ND 

Alloway Ag Systems Horace ND 

Amber Waves, Inc. Richardton ND 

Amity Technology, LLC Fargo ND 

Appareo Systems LLC Fargo ND 

Applied Engineering Inc Bismarck ND 

3 Manufacturing jobs in North Dakota have 'average wages' ($52,418), $6,181 greater than the 'average wage' for 
jobs provided by all other employers in the state ($46,238). Manufacturing also typically has the largest postitive 
indirect economic impact on non~manufacturing jobs. 

4 
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Applied Products, Inc Grand Forks ND 

Arrow Industries Neche ND 

Arrow Tech Rolla ND 

Baker Boy Supply Dickinson ND 

Basin Electric Bismarck ND 

Basin Printers Williston ND 

Benchmark Electronics Dunseith ND 

BIi Fargo Inc Fargo ND 
Bismarck Aero Center Bismarck ND 

Bobcat - Bismarck Bismarck ND 

Bobcat - West Fargo West Fargo ND 
Bobcat - Gwinner - Gwinner ND 
Bordertown Wire Neche ND 

Bourgault Industries Minot ND 

Branick Industries, Inc Fargo ND 
Bri-Ton Mfg. Lisbon ND 

Butcher Block Inc. Oakes ND 

Cardinal IG Fargo ND 
Cargill Malt Spiritwood ND 

Case IH - New Holland Fargo ND 

Caterpillar Reman Drivetrain West Fargo ND 

Central Machining & Pump Repair, Inc. Minot ND 
CHS Nutrition Edgeley ND 
CHS Sunflower Grandin ND 
City Air Mechanical Inc Bismarck ND 
Cloverdale Foods Company Mandan ND 
CNH America Fargo ND 
Colman Enterprises Inc Fargo ND 

Com Del Innovation Wahpeton ND 

Concrete, Inc. Grand Forks ND 

Crane Creek Gardens Stanley ND 
Crary Co. West Fargo ND 
Custom Design Dickinson ND 
Custom Graphics Fargo ND 

D M I Industries, Ottertail Corp. West Fargo ND 
Dakota Audio Inc Bismarck ND 

Dakota Brand International Jamestown ND 

Dakota Growers Pasta Co. Carrington ND 

Dakota Micro, Inc. Cayuga ND 

Dakota Molding Fargo ND 

Dakota Prairie Organic Flour Harvey ND 

Dakota Screen Arts Inc Bismarck ND 
Dakota Specialty Milling Fargo ND 

Dakota Storage Products Inc West Fargo ND 

Dave's Welding and Metal Fabrication Fargo ND 
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Deckmasters Fargo ND 

Drayton Enterprises Fargo ND 

Eagle Ditcher Milnor ND 

Earth Harvest Mills Inc Harvey ND 

EARTH-KIND, Inc. Minot ND 

Eastside Machine Co Inc Fargo ND 

Easy Risers Inc Cooperstown ND 

Ebel Integrators Williston ND 

Enduraplast Neche ND 

Engine Rebuilders Oakes ND 

F/S Manufacturing West Fargo ND 

Fargo Assembly Co., Inc. (HQ) Fargo ND 

Fargo Automation Fargo ND 

Fargo Northwest Pipe Fittings Inc Fargo ND 

Fargo Parts & Equipment Inc Fargo ND 

Faul Mfg Inc Harvey ND 

Fiberglass Specialties - Minot Minot ND 

Forum Communications Fargo ND 

Frontier Inc Wahpeton ND 

FRS Industries, Inc. Fargo Fargo ND 

• 
Funshine Express Inc Dickinson ND 

Gate's Manufacturing Lansford ND 

General Equipment & Supplies Fargo ND 

Giant Snacks, LLC Wahpeton ND 

Global Electric Motorcars, LLC Fargo ND 

Golden Plains Frozen Foods Leeds ND 

Goodrich Corp., Cargo Systems Jamestown ND 

GPK Products Inc Fargo ND 

Gremada industries West Fargo ND 

Grotberg Electric Valley City ND 

H & J Machining Carrington ND 

Harris Machine Company Oakes ND 

Harriston Industries Inc Minto ND 

Hauff Machine Products Lehr ND 

Heartland Flax . Valley City ND 

Heartland Products Valley City ND 

Hebron Brick Co Hebron ND 

HelpMate Services Williston ND 

Hess Corp . Tioga ND 

Horn Plastics Inc ~ Fargo ND 

IDACorp. i Fargo ND 

Image Printing Inc . Bismarck ND 

Imation Corp. Wahpeton ND 

Industrial Contractors Inc Bismarck ND 

Interstate Power Systems Williston ND 
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IPC Pembina ND 

Iron Unlimited Inc Argusville ND 

J & M Printing Inc Fargo ND 
J.R. Simplot Co. Grand Forks ND 

JS Oil & Transport Company West Fargo ND 

Jeld-Wen Inc Fargo ND 

John Deere Seeding Group Valley City ND 

Johnson Bridals Dickinson ND 
Johnston Fargo Culvert Inc 

. 
Fargo ND 

JSM Woodworks West Fargo ND 

K & J Jewelry Mfg Grand Forks ND 
Kelly's Welding Oakes ND 
Kerian Machines Inc Grafton ND 

Killdeer Mountain Manufacturing Killdeer ND 
King Coal Furnace Corp. Bismarck ND 

Klemetson Woodworking Inc Bismarck ND 
Kohl Waters Inc Dickinson ND 

Kringstad Ironworks, Inc. Hoople ND 
Kustom Machine, Inc. Oakes ND 
Leonardite Products, LLC Williston ND 

• Longview Fibre Grand Forks ND 
Lundeby Mfg Tolna ND 
Magnum Manufacturing Amenia ND 
Mandan Steel Fabricators Bismarck ND 
Marvin Windows & Doors Grafton ND 
Microlap Technologies Rolla ND 
Microsoft Business Solutions Fargo ND 
Mid America Steel Inc Bismarck ND 
Mid-America Aviation Inc West Fargo ND 
Midland Garage Door Mfg. Co. West Fargo ND 
Mike's Custom Truck Builders Northwood ND 
Minnkota Windows Fargo ND 

Missouri River AG Processing Williston ND 
Modern Machine Works Williston ND 
Motor Coach Industries Pembina ND 
NATCO Williston ND 
ND Mill & Elevator Grand Forks ND 
New Products Marketing Corp Williston ND 

Newman Signs, Inc. Jamestown ND 
Northern Improvement Co. Fargo ND 
Northern Pipe Products, Inc Fargo ND 
Northwestern Equipment Inc • Fargo ND 
O'Day Equipment, Inc. Fargo ND 

Oil Transfer Systems LLC Horace ND 
Orr-lginals Jamestown ND 

7 
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Palmer Bit Co Inc Williston ND 

Phoenix International Corp. Fargo ND 

Pierce Printing & Office Supplies Fargo ND 

Plastics Plus Inc Bismarck ND 

Pond Doctor Inc Bismarck ND 

Pond Filtration Inc Fargo ND 

Posi lock Puller Inc Cooperstown ND 

Prairie Bilt Sleds Luverne ND 

Precision Machine Fargo ND 

Primewood, Inc Wahpeton ND 

Print Shoppe Inc Wahpeton ND 

Production Specialties Corp. Grand Forks ND 

Pump Systems, Inc. (Solar Bee) Dickinson ND 

Quest Engineering Inc Mandan ND 

R & S Casework Inc Fargo ND 

Ray-Mac Inc Gwinner ND 

Red River Commododities 1n·c Fargo ND 

RediFlame Inc Finley ND 

Reechcraft inc Fargo ND 

Ro-Banks Tool & Mfg Co Wahpeton ND 

• 
Rock Industries Corp Fort Yates ND 

Roger Gussiaas Farm Carrington ND 

Roll-A-Ramp West Fargo ND 

Rommesmo Companies Fargo ND 

Rough Rider Industries Bismarck ND 

Rugby Mfg Co Rugby ND 

Saxerud Inc Lisbon ND 

SB&B Foods Casselton ND 

Schepp's Dakota Deli Lansford ND 

Scherr's Cabinet & Doors Inc Minot ND 

Sheyenne Dakota Inc West Fargo ND 

Sheyenne Tooling and Mfg Inc Cooperstown ND 

Shocker Hitch Inc Arthur ND 

Sign Pro West Fargo ND 

Signs & Wonders Inc Bismarck ND 

Sioux Manufacturing Corporation Fort Totten ND 

Sky Creek LLC Voltaire ND 

Solid Comfort, Inc. Fargo ND 

Spectrum Aeromed Fargo ND 

Spit 'n Image Bismarck ND 

Standard Industries, Inc. Fargo ND 

• Star Burst Designs Dickinson ND 

Steffes Corporation Dickinson ND 

Summers Manufacturing Co Inc - Devils Devils Lake ND 

Sund Mfg Co Inc Newburg ND 
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Superior Silk Screen Inc Bismarck ND 

Sure Foot Corp Grand Forks ND 

TS R Parts Inc Colgate ND 

TC Nursery Minot ND 

Tecton Products, LLC Fargo ND 

Telpro Inc Grand Forks ND 

Thermal Energy Products Inc Fargo ND 

Thermal Line Windows Mandan ND 

Thompson Customizing Wyndmere ND 

Tiffany Glass Works Hazen ND 

Tioga Machine Shop Inc Tioga ND 

Titan Machinery Fargo ND 

TMI Systems Design Corp Dickinson ND 

Top Taste Inc Finley ND 

Trail King Industries West Fargo ND 

TRS Industries Fargo ND 

Two Rivers Printing Jamestown ND 

Ultratec Products Dickinson ND 

W C C O Belting, Inc. Wahpeton ND 

Wieser Screen Printing Fairmount ND 

Window World Inc Williston ND 

Wood Craft Unlimited Inc Bismarck ND 

Wood Products Inc Grand Forks ND 

Woodside Industries Cavalier ND 

Young Mfg., Inc. Grand Forks ND 

Zachmeier Mfg Inc ' Mandan ND 

9 
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DEPARTMENT OF COMMERCE TESTIMONY ON HB 1018 
MARCH 15, 2011, 8:30 AM 

SENATE APPROPRIATIONS COMMITTEE 

HARVEST ROOM 

SENATOR RAY HOLMBERG, CHAIRMAN 

PAUL Gov,c-ACTING COMMISSIONER, ND DEPARTMENT OF COMMERCE 

North Dakota's many opportunities in energy production continue to grow, yet there is no 
comprehensive function in state government to support and promote the development of all 
energy sources as a whole. 

An Energy Division within the Department of Commerce will proactively address the challenges 
facing North Dakota's existing energy industry and also embrace the other opportunities. 

The time has come to implement a new, comprehensive effort that moves the energy industry 
forward by addressing both the opportunities and challenges that face all forms of energy 
production. An Energy Division will also eliminate any perceived conflict between the 
promotion and regulation of the energy industry. 

The Department of Commerce proposes a modest internal restructuring and the hiring of two 
employees: a Division Director and a project manager for traditional energy sources. The 
proposal also calls for transferring two existing employees to serve in the Divison in the roles of 
State Energy Engineer and a project manager for renewable energy resources. 

Simply put, the Energy Division will take on the responsibility to support the development of all 
forms of energy development. The Division will embrace the energy industry's major 
opportunities such as: 

• Promotion of local, small businesses that supply equipment, materials and services. 
• Promotion of infrastructure for renewable fuels. 
• Promotion of coal-to-liquids energy plants. 
• Promotion of transportation of liquid fuels. 

The Energy Division will also tackle the major challenges of the energy industry, such as: 

• Development of adequate employee housing. 
• Assistance in navigating state and federal regulations. 

The structure of the Commerce Department is organized as individual developers working on 
specific company projects. The Energy Division will more effectively deal with industry wide 
opportunities and challenges . 
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The proposed Energy Division has two objectives: 

1) Carry out the goals and objectives of the state's energy strategies. 
a. Empower ND has played a strategic role in positioning North Dakota's energy 

industry for long-term growth. The Energy Division will carry out the goals of 
EmPower ND, a very defined role that requires the full attention of a Division 
Director. 

b. Empower ND includes 20 goals, 51 policy statements and 98 action items. The 
Energy Division will help implement these initiatives and policies recommended by 
the Empower ND Commission. 

c. The Energy Division will also play an important role coordinating between state 
agencies, political subdivisions and industry leaders involved in developing and 
regulating North Dakota's $7 billion energy industry. 

2) Anticipate and address the challenges associated with energy development: 
a. Rapid growth in the energy industry is creating significant demands on state and local 

infrastructure. The Executive budget includes nearly $1 billion in funding for 
roadways, residential infrastructure and other infrastructure needs. The Energy 
Division will work with locaf leaders on planning of infrastructure needs and 
coordinate between the various state agencies involved in making the best use of 
these funds . 
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Good morning Chairman Holmberg and Members of the Senate Appropriations Committee. I am 
Kent Satrang and I reside in Fargo. I am the CEO ~ General Manager of Petro Serve USA. I stand 
in support of House Bill IO I 8. We have 20 locations in a dozen cities and our closest station is just 
one block to the north. Thanks to your leadership, this store now offers six new blender pumps. 
That gave Bismarck-Mandan choice at the gas pump and com farmers and ethanol market access. 

You showed leading edge innovation and ~ision in the 6 I st session by a 93% vote in passing blender 
pump legislation. Nationally you put ND on the National Energy Policy map, on the front page of 
Ethanol Producers Magazine and in the pages of major American newspapers. This legislative 
body and its work on blender pumps was the talk of a recent Growth Energy Conference in Las 
Vegas and of the recent Governors Conference in Washington DC. You authored the partnership 
of rural com and soybean fields with the oil fields of western North Dakota. That blossomed our 
economy all the way from Williston to Wahpeton with the bookend sectors of oil and agriculture. 

I am a past Industry Member of the Board of Directors of the ND Com Growers, of the Cenex 
Retail Advisory Board and I am a current member of the Tesoro Jobber Council. I've been a CEO 
in the North Dakota petroleum business for over 30 years. 

I ask you to continue your incredibly successful bio-blender fund opportunity for three reasons: 

1. It's worked just as you designed it. We now have I I 7 ethanol blenders and 9 soy diesel 
blenders in service and paid for. We had about 15 blenders before the program started 
and so we estimate 141 North Dakota blender pumps. We have 11 soy diesel applications 
and another 64 ethanol blender applications. This brings our total to 216 blender pumps 
which will by far keep us the highest number of blender pumps for any state. We believe 
it is no coincidence and thanks in great part to our state government's policies that we are 
the only state that produces more ethanol gallons than it uses per year in gasoline gallons. 
North Dakota's Legislature and Governor structured and authored this economic model 
and the business community has now perfectly executed the first phase of your plan. 

2. Blender pumps allow the driving public "Market Access" and a safe and sound economic 
choice as to which fuel is economically and philosophically best in their minds. These 
pumps unlike every pump in America sold before March 20 l 0 are UL Approved and they 
offer 100% gas, EI0 Super Unleaded, Premium, E30 and E85. We don't support ethanol 
mandates for E 10 or E 15, however by the same token we don't support a mandate where 
the gas pump can only sell gasoline and can't dispense mid-range ethanol blends either. 
As promised, choice at the pump did result in change in the pockets of drivers with E85 
selling below $1.99 a gallon last summer. Today, E85 in Bismarck sells at $.85 less than 
regular gas (-23%) and E30 is selling for $.40 less than regular gas (-11 %). Proof that 
people like to choose the fuel that works for them is my recent ethanol sales are up 300%. 

3. As we predicted, this has taken time. Independent and Cenex branded stations were very 
receptive to the blender pump program and as expected blenders are now in 27 different 
towns. Tesoro stations however, didn't participate because its corporate office mandates 
three and not two grades (like Cenex) of branded gasolines. Tesoro did finally approve 
blender pumps under their branded canopies, but only at the 11 th hour and they approved 
a pump that didn't offer consumers a full choice. This resulted in very poor participation 
by Tesoro retailers. They are ready to install blenders now because a newly designed bio­
blender model is being test marketed as we speak. This new model will open the doors 
for Tesoro branded stations to not be left behind in this innovative cutting edge program. 
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Progressive North Dakota gas station retailers support House Bill IO 18 because it allows us an 
opportunity to partner Regional Petroleum Refiners, with local Ethanol Plants to help build a 
competitive pipeline to our states customers cars and it enhances energy independence here in the 
heartland of America. Retailers want the opportunity to upgrade to a UL approved pump and they 
want to be able to double their product offerings with a blender pump. These UL approved pumps 
and petroleum project upgrades such as pump sumps will greatly reduce the risk of spills and leaks. 

The blender pumps in HB I 018 are an opportunity for North Dakota to continue to lead America 
away from its addiction to Middle East Oil imports. Let's develop the Bakken for sure, but let's 
also develop this renewable fuels retail market with market access from blender pumps for the 
additional volume that our states new ethanol facilities have already created. I ask you to exercise 
your potential to continue to make ethanol, a North Dakota home grown fuel, a North Dakota 
manufactured fuel, as common at our neighborhood gasoline pumps as regular unleaded, super 
unleaded or premium. Help our Com and Soybean family farmers, our rural communities, our 
environment and most importantly American men and women in our Armed Forces to continue 
this blender pump legislation that sent a message that was heard all across America. You can 
make it possible to have the choice to fill it up, with a fuel grown and refined right here in North 
Dakota. We committed to you and we have proven to you that it is a mathematical certainty that 
choice created by bio-blender pumps has and will continue to put change in all of our pockets. 

Thank you for the opportunity to testify and I respectfully ask you to support House Bill I 018 . 
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BIOFUELS BLENDER PUMP 
PROGRAM 

Tue 2009 American Recovery & Reinvestment 
Act has provided funding for a Biofuels 
Blender Pump Program to support the 
installation of blender fuel pumps at North 
Dakota service stations. 

~ward Ceiling 
.,,000 per pump, $40,000 per retail location. 

Retailers installing ethanol blender pumps may 
be eligible for an additional grant of $2,500 per 
pump from the North Dakota Corn Council. 
Please visit www.ndcorn.org for details. 

Match Requirements 
Dollar for dollar cash match. 

PROGRAM GUIDELINES 

Funds can only be used for dispenser and 
associated hardware. No funds will be used 
for installation, storage tanks, above or below 
ground, or any other infrastructure from the 
tank to the pump. 

Funds will be provided to grantees on a 
reimbursement basis with proper supporting 
documentation. Supporting documentation 
must include: 

• Confirmation chat match requireme~t 
is met, 

• Invoice documenting total cost, 
• Certification of proper installation from 

the State Health Department, 
• Pump manufacturer's warranty or other 

appropriate document, 
• A photo of the installed pump detailing the 

number of hoses and blends, and 
• Pump specifications. 
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Awardees must continue to sell biofuel blends.for a 
minimum of 24 months after receiving assistance, 
or repay the grant award. Repayment will be based 
on a pro-rated percentage. Exceptions to this 
repayment requirement will be considered on a 
case by case basis and will be at the sole discretion 
of the Department of Commerce. 

Projects must be completed and reimbursement 
must be requested by Oct. 31, 2011. 

• A final report of quantities ofbiofuel blends sold 
will be required at the end of the first 12 months. 

Funds will be awarded on a first-come-first-served 
basis. 

North Dakota motor fuel retailers must agree to 
comply with pump removal guidelines, and dispose 
of replaced pumps according to state law. 

I 

-------- .. · 

QUALIFICATIONS 

A certification form from the State Health 
Department verifying proper installation and 
labeling will be required with the application form. 
NOTE: This certification form acknowledges that a 
site's existing or new infrastructure has been approved 
to handle blends greater than E-10. This form must 
be submitted and approved by state officials before any 
work can be done on a site . 

Ethanol blender pumps must be installed at a retail 
location and: 
• Dispense a blend of gasoline and ethanol in the 

ratio selected by the purchaser. 
• Be manufactured to an industry standard 

and carry a manufacturer's warranty for 
compatibiliry with dispenser components and 
documentation of product compatibility with 
associated storage and piping systems. 

• Comply with all alternative fuel, biofuel, and 
flexible fuel requirements established by law. 

• Have at least 4 hoses and dispense the 
following: A blend ofElO or the minimum 
blend approved for all vehicles by the EPA; 
A blend of at least 20 percent ethanol; and E85. 
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Biodiesel blender pumps must be installed at a 
retail location and: 
• Dispense varying blends ofbiodiesel and 

mineral diesel in the ratio selected by the 
purchaser. . 

• Comply with all alternative fuel, biofuel, and 
flexible fuel requirements established by law. 

• Be manufactured to an industry standard 
a~d carry a manufacturer's warranty for 
compatibility with dispenser components and 
documentation of product compatibility with 
associated storage and piping systems. 

HOW TO APPLY 

Mail completed application form, available at 
www.blenderpumps.nd.gov, and supporting 
documents to: 

Andrea Holl Pfennig 
North Dakota Department of Commerce 
Office of Renewable Energy & Energy Efficiency 
P.O. Box 2057 
Bismarck, ND 58502 
701-328-5300 
ahpfennig@nd.gov 
www.blenderpumps.nd.gov 



• 

• 

• 

C0°RN r1 
GROWERS f' 
ASSOCIATION 

Testimony for HB1018 
Mr. Chairman & Members of the Committee: 

For the record my name is Tom Lilja. I am Executive Director of 
the North Dakota Com Growers Association. The Association 
represents over 1,400 members. 

We want to thank our citizen legislators for supporting the blender 
pump bill in the 2009 legislature and hope that you will consider 
renewing it for the following reasons: 

1) It has been a successful program. 117 pumps have been 
installed during the life of the program . 

2) We are not asking for new money, only that the program be 
allowed to continue through the next biennium for other 
station owners to have an opportunity to participate. 

3) It was good to see different agencies such as Commerce, The 
State Health Department and the Fire Marshall all work 
together on a project such as this. The blender pump program 
may be a good case study for communications between 
agencies. 

4) The North Dakota Com Growers partnered in this initiative 
last biennium contributing $2,500 per pump and want to 
make this a successful program once again. The com board 
has stated that as long as the program is around we will 
contribute to make this program work. 

5) For consistency from last biennium's program, we are 
offering amendments that will state "a maximum of $20,000 
per retail location to motor fuel retailers for the installation of 

1411 32nd St S, Suite 2 • Farge, ND 58103 

Phone: 701.364.2250 • Toll-free: 800.657.8007 • Fax: 701.298.7810 • Web: www.ndcorn.org 
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biofuel blender pumps." This will allow the Department to be 
able to administer the program just as it did in 2009-2010. 

6) The Petroleum Marketers are requesting additional language 
that states "and up to fourteen thousand dollars per retail 
location for the installation of associated equipment, 
including the piping systems and storage components, when 
blender pumps are installed for a maximum grant of thirty 
four thousand dollars per location." We agree with this 
amendment. 

I'll leave you with the attached photo's. A funny thing happened to 
me in early January this year. For the first time in my life, I filled 
up my tank for less money in Bismarck than in Fargo. Comparing 
apples to apples E-30 cost me $2.84 in Fargo on January 6th and 
$2.69 a gallon in Bismarck the next day. This is because that 
station owner can go directly to Blue Flint Ethanol 45 miles to the 
north and fill his trucks on their unloading skid. You will also 
notice by the photo's that E-30 typically saves a consumer over 30 
cents a gallon and does not sacrifice mileage. This is a good thing 
for our working families. 

The North Dakota Com Grower's Association wants to thank you 
for allowing market access and competition to fuel markets in our 
state. North Dakota is being looked to as a model to our nation for 
partnering our oil interests with our ethanol interests and helping 
us wean ourselves away from dependence on foreign oil. 

1411 32nd St S, Suite 2 • Fargo, ND 58103 

Phone: 701.364.2250 • Toll-free: 800.657.8007 • Fax: 701.298.7810 • Web: www.ndco,n.o,g 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1018 

Page 10, line 27, after the second "to" remove the remainder of that line and 

insert immediately thereafter "a maximum of twenty thousand dollars per 

retail location to motor fuel retailers for the installation of biofuel blender 

pumps and up to fourteen thousand dollars per retail location for the 

installation of associated equipment, including the piping systems and 

storage components, when blender pumps are installed for a maximum 

grant of thirty four thousand dollars per location." 

Page 10, remove lines 28 through 30 

Page 11, remove lines 8 through 10 

Renumber accordingly 

3fl 
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DICKINSON 

THE WESTERN EDGE 

CONVENTION & VISITORS BUREAU 

72 EAST MUSEUM DRIVE 

DICKINSON, NORTH DAKOTA 58601 

701.483.4988 I 800.279.739, 

F: 701.483.9261 

E: INFO@VISITDICKINSON.COM 

www.visitdickinson.com 

Testimony of Terri Thiel, Executive Director of the Dickinson CVB 
House Bill: 1018 
March 15, 2011 

Chairman Holmberg, and members of the Senate Appropriations Committee, my name is Terri 
Thiel and I am the Executive Director of the Dickinson Convention & Visitors Bureau. The 
Dickinson Convention & Visitors Bureau is in support of the governor's proposed budget for the 
ND Tourism Division 2011-2013 biennium marketing and ask that you also include an additional 
$1.15 million for the following enhancements. 

$600,000 for additional marketing -
ND Tourism Division competes for the same market with a smaller budget 

Additional marketing would be used for: 
Expand the new "I Am Legendary, RU?" campaign to create further interest 
Increase the presence in Canada 
Increase the presence in current markets 

$50,000 funding for implementation of an organized system of Visitor Information Centers 
ND used to have a state-funded program in the 1980's and 1990's and is currently one 
of only 15 states that doesn't have such a program. 

The funding would -

Provide welcoming people to give information, directions and suggestions to our visitors 
as they enter into our state. 
The front line people would help visitors with any questions; assist them with problems 
they may encounter. 
The staff would give the visitors all the details on places to see and where to go - $$$$ 

Move the $100,000 appropriated for the USS ND ond odd $50,000 = $150,000 total. 

$500,000 funding for small project infrastructure grants 
The ND Department of Commerce created the Tourism Infrastructure and Expansion 
Grant Program in 2007. 2:1 Match is required, non-profit status. 

The additional dollars would: 

Be used for the additional requests that are not able to be fulfilled due to restricted 
funds available. 

In 2010, there were 30 grant requests, asking for more than $440,000. There were five 
that were funded for a total of $93,500. 

Move $2 million earmarked for special infrastructure projects in 2009 - 20011 to o Jorge grant 
program. 

The 2009 appropriation, SB 2018, included language stating the ND Tourism Division 
was to develop criteria and a method for setting funding priorities in future biennium's. 

c!:,~A/4£ 
/4WE_STE RN EDGE_ 
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As Executive Director of the Dickinson CVB for the past thirteen years, I have seen positive 
changes and enthusiastic energy from not only within the state's tourism industry, but also 
increased interest, visitation and tax revenues for southwestern North Dakota. While other 
North Dakota industries have produced wonderful material products, tourism has created not 
only an increased the revenue statewide, but has also lent itself to the positive "image 
marketing" that has been cited as being nonexistent in previous years. 

Repeatedly image marketing was cited as one of the issues that the state needs to address. Lack 
of image has been the statement repeated. Tourism is changing that perception. It is one of the 
tools that quality of place can be showcased, from the Pembina Gorge in the eastern part of the 
state, to the Badlands of western North Dakota. When the ND Tourism Division markets in 
national publications for vacation plans, it also conveys a marketing image that North Dakota is 
a wonderful experience, and that we do have an image, a very welcoming one. 

Please support the governor's proposed tourism marketing budget, along with seriously 
considering investing in the additional dollars for the tourism marketing budget, the industry 
that not only returns revenue, but also produces an image for the state, and a positive image at 
that! 

Executive Director 

t:,t!-;Ak,P, 
/4WESTERNEDGE 
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Testimony of.Sheri Grossman 

President, Destination Marketing Association of North Dakota 

House Bill 1018 

March 15, 2011 

Chairman Holmberg and Members of the Senate Appropriations Committee: 

My name is Sheri Grossman and I am the Director of Sales for the Bismarck-Mandan Convention & Visitors Bureau 

and President of Destination Marketing Association of North Dakota (DMAND). DMAND is a cooperative 

association of independent Convention and Visitor Bureaus, as well as additional communities who share a broad­

based community support and whose primary objective is the promotion of North Dakota. 

Convention and Visitors Bureaus throughout the state, both large and small, greatly rely on partnering 

opportunities.with.the Tourism Division to effectively. market their communities. Many communities don't have 

• 

the resources to conduct the type of research necessary to determine the best place to use their limited 

marketing dollars. They rely on the Tourism Division's marketing budget to do the research, analyze and plan 

media, and offer cooperative opportunities for partners to participate in. Without this opportunity, many 

communities simply couldn't effectively market their destinations. 

As one of the largest CVBs in the state, the Bismarck-Mandan CVB significantly relies on the Tourism Division to 

market to leisure travelers. We partner with Tourism on cooperative efforts, especially to our neighbors in 

Canada. In addition, by having the Tourism Division do the majority of marketing for leisure travelers, we can use 

more of our marketing dollars to bring in larger conventions and events-allowing all of us to bring in the greatest 

amount of out-ofastate visitors and dollars to help stimulate our North Dakota economy. 

After 14 years in this industry, I know how important it is to be competitive with our neighboring states. The 

proposed annual budgets for our surrounding states are twice as much as the proposed budget for North Dakota: 

South Dakota $11.4M, Minnesota $9.2M and Montana $9.3M and North Dakota is $4.7M. Our state can't 

continue to let our neighbors capture these visitors and risk losing the economic impact these visitors could bring 

to North Dakota. It is imperative to attract this business to fill our hotels, restaurants, gas stations, and stores. 

The Tourism Division has been accountable and prudent with the state's investment, returning a strong profit to 

the state coffers. Recent United States Travel Association research shows North Dakota leads the nation in 

growth of travel expenditures, travel generated payroll, travel generated taxes, and travel generated 

• 
employment. The Tourism Division does a remarkable job leveraging their funds to provide measureable results. 

. Please consider what a greater investment will return to North Dakota! 

Thank you for your time and consideration. 



North Dakota 

.. ",,_,.,.-AG 
ALITION 
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MEMBERS 
AmeriFlax 

BNSF Railway Company 

Independent Beef Association 
of North Dakota 

Milk Producers Association 
of North Dakota, Inc. 

Minn-Oak Farmers Co-op 

North Dakota Ag Aviation Association 

North Dakota Ag Consultants 

North Dakota Agricultural Association 

North Dakota Agri-Women 

North Dakota Association 
of Agricultural Educators 

North Dakota Association 
of Soil Conservation Districts 

North Dakota Barley Council 

North Dakota Beef Commission 

North Dakota Corn Growers 
Association 
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akota Corn Utilization Council 

akota Crop Improvement 
ed Association 

akota Department of 
Agriculture 

North Dakota Dry Bean Council 

North Dakota Dry Edible Bean 
Seed Growers 

North Dakota Elk Growers 

North Dakota Ethanol Council 

North Dakota Farm Bureau 

North Dakota Farm Credit Council 

North Dakota Farmers Union 

North Dakota Grain Dealers 
Association 

North Dakota Grain Growers 
Association 

North Dakota Lamb and lf.lool 
Producers Association 

North Dakota Oilseed Council 

North Dakota Pork Council 

North Dakota Soybean Council 

North Dakota Soybean Growers 
Association 

North Dakota State Seed 
Commission 

North Dakota Stockmen'sAssociation 

l
akota Wheat Commission 

akota State University 
ure and University Extension 

m Canola Growers Association 

Northern Food Grade Soybean 
Association 

Northern Plains Potato Growers 
Association 

Northern Pulse Growers Association 

Red River Valley Sugarbeet Growers 

Testimony of Alexis Brinkman 
North Dakota Ag Coalition Administrator 

HB 1018 
March 15, 2011 

Mr. Chairman and members of the Committee, my name is Alexis Brinkman, 

and I am the administrator of the North Dakota Ag Coalition. I am here today in 

support of HB 1018, specifically as it relates to funding for biofuels blender pumps. 

The Ag Coalition has provided a unified voice for North Dakota agricultural 

interests for more than 25 years. Today, we represent more than 40 statewide 

organizations and associations that represent specific commodities or have a direct 

interest in agriculture. The Ag Coalition takes a position on a limited number of 

issues brought to us by our members that have significant impact on North Dakota's 

agriculture industry. 

The Ag Coalition supports the continuation of funding for the cost-share 

program encouraging the installation of retail biofuels blender pumps. This has 

proven to be a very successful program, both for North Dakota's renewable fuels 

industries and its agriculture industry. Biofuels have been and will continue to be a 

driving force in the future of North Dakota's agriculture industry. 

We appreciate your past support and would encourage your continued 

support of incentives for biofuels and North Dakota's agriculture industry. 
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Testimony of 

Economic Development Association of North Dakota 

HB 1018 

March 15,201 I 

Chairman Holmberg and members of the committee, my name is Cal Klewin. I am representing 
the Economic Development Association of North Dakota (EDND). 

EDND is the voice of the state's economic development community and provides networking for 
its 80 members, which include development organizations, communities, businesses and state 
agencies. Our mission is to increase economic opportunities for residents of the state by 
supporting primary sector growth, professionalism among economic development practitioners 
and cooperation among development organizations. 

EDND has a long-standing and complementary relationship with the North Dakota Department 
of Commerce. We believe the Department of Commerce provides valuable tools, programs and 
resources for the economic developers in our state. 

While EDND is supportive of the continuation of all Department of Commerce programs, we 
want to take this opportunity to specifically express our support for the Centers of Excellence. 

EDND has supported the Centers of Excellence program since its inception. We recognize the 
need to enhance and provide clarification to this program and support the changes originaly 
outlined in this bill. Entrepreneurship and small business growth are crucial to North Dakota's 
economic future. Entrepreneurs and small businesses are leaders in the nation in employment 
growth. 

We feel that the Centers provide a vehicle to leverage our resources and investment to assure 
accessible entrepreneur and small business assistance across every region of the state. 

EDND supports HB IOI 8. 

Thank you. I would be happy to answer your questions . 



P.O. Box 2599 
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2010/2011 MEMBERS 

Basin Electric 
Power Cooperative 

Bismarck-Mandan CVB 

Buffalo City Tourism 

Days Inn - Grand Dakota Lodge 

Destination Marketing 
Association of North Dakota 

Devils Lake CVB 

Dickinson CVB 

Fargo-Moorhead CVB 

Fort Abraham 
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Foundation 

r Grand Forks CVB 

International Peace Garden 

Lewis & Clark Fort 
Mandan Foundation 

MinotCVB 

Municipal Airport Authority 
of the City of Fargo 

ND Tourism Division (ex-officio) 

Newman Outdoor Advertising 

Norsk Hostfest Association 

Odney Communications Group 

Select Inn of Bismarck 

~pirit Lake Casino and Resort 

State Historical Society of 
North Dakota Foundation 

Theodore Roosevelt 
Medora Foundation 
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ffitiated Tribes 
Dept. 

Mountain 
Band of Chippewa Indians 

Williston CVB 

Woodland Resort, Inc. 

Testimony of Bill Shalhoob 
Tourism Alliance Partnership Chairman 

HB 1018 
March 15, 2011 

Chairman Holmberg and members of the committee, my 

name is Bill Shalhoob. As chairman of the Tourism Alliance 

Partnership (TAP), I am here today asking for your support of the 

tourism portion ofHI3 1018. TAP is a coalition of tourism industry 

stakeholders, including convention and visitors bureaus (CVBs), 

state attractions, businesses and other organizations in the viable and 

growing sector of North Dakota's economy. 

The tourism industry in North Dakota has seen tremendous 

growth in recent years. From 2006 to 2008, North Dakota's core 

tourism grew by 10. 7 percent compared to 8.1 percent nationally. In 

2009, the state's hotel room profitability increased by 5.8 percent, the 

only state in the nation to show a positive increase, and continued on 

this positive trend to boast a 12.9 percent increase as of November 

2010. The state's airports also posted a 5 percent increase in 

boardings in 2009, while global airlines suffered a 3.5 percent 

decrease. This trend has continued with a 12 percent jump in airline 

boardings in 2010. 

Tourism is currently a $4.13 billion industry in North Dakota, 

employing more than 31,000 people annually and accounting for 

$760 million in total wages. While these results are exceptional, a 

greater potential remains for the tourism sector. Increased interest in 

rural tourism, agritourism, city offerings and outdoor recreation 

provides an outstanding opportunity for North Dakota's tourism 

industry. Taking advantage of this opportunity begins with the 
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marketing budget for the Tourism Division. While we understand the 

Governor's budget recommendations, it falls short of what the North 

Dakota tourism industry needs to be competitive. 

North Dakota's tourism budget has been relatively flat since 

2003, while advertising costs increased by about 5 percent each year. 

Please refer to the attachment that includes a state spending summary. 

North Dakota's current annual tourism budget of $4.6 million puts us 

in last place among our neighboring states. We are trailing the $9 .2 

million per year spent by Minnesota as the next lowest amount, and 

are drastically behind the $11.4 million spent by South Dakota. In 

2008, more than 500 industry stakeholders participated in the 2008 

Tourism Congress, stating a lack of marketing dollars was the 

number one challenge for the tourism industry across the state. Even 

if we want to stay even in our marketing efforts in the upcoming 

biennium, we need annual increases just to purchase the same 

amount of marketing and make the same impact as we did this past 

biennium. Any additional dollars you could appropriate for tourism 

marketing would be an excellent investment. 

The second area in which we need to start moving forward is 

infrastructure development. Governor Dalrymple noted an increase in 

tourism across North Dakota's counties this biennium. In order to 

remain competitive, we must develop resources that will increase 

interest and visitation. In the last biennium, we created a system for 

an infrastructure grant pilot program through the Department of 

Commerce and the Tourism Division. This program focuses on 

making good decisions regarding which tourism projects deserve 

funding based on their potential impact. The Tourism and Economic 

Development and Finance division carved limited dollars out of their 

budgets to create a program to fund small projects and to date, nearly 

$500,000 has been awarded in infrastructure grants. The House 

added $1 million for the program, and we ask that you would concur. 
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We hope this program can be allowed to continue to develop with an 

appropriation that will allow us to measure the results. 

North Dakota is the most affordable vacation state according 

the AAA. We need to continue to invest in marketing ourselves as an 

affordable and must see destination. In addition, we need to invest in 

the infrastructure to keep our visitors in state and returning for future 

vacations. During this downturn in the economy, we have an 

opportunity to take advantage of our position with more marketing 

dollars. 

Tourism marketing is one of the few parts of the budget that 

can show a positive return on investment for the state. Advertising in 

North Dakota is a 1 :9 return to the state's tax base. The $1.66 million 

investment in advertising in 2007 returned more than $12 million to 

the state's general fund and $2 million to local funds. This same 

advertising campaign also returned $203.9 million in visitor spending 

that year. New research numbers on the 2010 campaign will be 

available later this session. 

The outlook for our industry is bright and the future limited 

only by a few dollars and our imagination in developing the 

marketing necessary to attract visitors. Led by the Tourism Division 

and working together with our cities, attractions and businesses, we 

can continue to drive more sales into our state, more sales into the 

economy and more tax collections into the state treasury. It's a true 

win-win for everyone. 

In addition to the state spending summary, I have also 

attached to my testimony: 

• Information regarding the economic impact of tourism 

• letters of support 

Thank you for your consideration, and I would be happy to answer 

any questions . 



AN E:sT AE>LISHE:D FORCE: 
• Travel and tourism is a $4.,13 billion industry in North Dakota (NDSU). 

• The North Dakota travel industry supported more than 31,000 .jobs and 
accounted for $760 million in total wages in 2008 (IHS Global Insight). 

• Domestic travel spending in North Dakota generated $370 million in 
federal, state and local tax revenue in 2008 (IHS Global Insight). 

A GROWING INDUSTRY 
North Dakbta leads the nation ·in the growth of travel expenditures, travel­
generated employment, payroll and taxes paid according to the US Travel 
Association's most recent study. 

• From 2006 to 2008, North Dakota's core tourism grew by 10.7 percent 
compared to 8.1 percent nationally (IHS Global Insights). 

• Since 1990, tourism expenditures have grown 655 percent, more than 
any other North Dakota industry (NDSU). 

• In 2009, North Dakota's hotel room profitability increased by 5.8 per­
cent, the only state in the nation to show a positive increase, and was up 
12.9 percent in 2010,The state aiiports also posted a 5 percent increase 
in boardings in 2009, while global airlines suffered a 3.5 percent 
decrease. 

A SuRE: SuccE:Ss 
• The tourism industry in North Dakota rests on a strong foundation. The 

state boasts a fully functioning travel industry, together with a well devel­
oped system of state parks, wildlife refuges, historical sites, and gaming 
and convention facilities. 

• Investments in tourism generate money for North Dakota. According 
to Longwoods International, every dollar spent on advertising returned 
$123 in spending in 2007. The same dollar returned $9 in state tax rev­
enue. (201 0 researd1 ·is currently underway) 

• Research shows the Leger;Jdary branding campaign is bringing people to 
North Dakota's cities, attractions, and outdoors in increasing numbers 
(Longwoods International). 

• Many different segments of local economies benefit from the visitors 
the tourism industry bring to the state. Investing in North Dakota tour­
ism is an investment in the entire state. In fact, al I 53 counties have seen 
growth in tourism and 46 have seen double-digit growth. 



Marketing North Dakota 

The primary competition for North Dakota's tourism industry is neighboring and nearby states. 
In 2009, North Dakota ranked 45th in the nation in tourism funding and exhibited the smallest 
tourism budget compared to its neighbors and competitors. 

State 2008-2009 2009-2010 Source 

North Dakota $4.4 million $4.6 million 95% General Fund 
4.5% Special Fund 

Montana $9.1 million $9.3 million 99% Lodging Facilities Tax 
.5% Ad Sales, 

Conference 
Registration 

Minnesota $10.0 million $9.2 million 99% General Fund 
1% Federal Scenic 

Byways Fund 

South Dakota $11.7 million $11.4 million 50.4% Tourism Promotion Tax 
28.9% GamingTax 
18.6% General Fund 

Wisconsin $15.1 million $13.1 million 61.2% Gaming Revenue 
24.2% General Fund 
14.5% Rental Car Fee 

Wyoming $12.7 million $1:0.8 million 
q ' 

100% General Fund 
It 
·jf 
!i 

Source: Travel Industry Association, Pennsylvania Tourism Office 



REPORT TO TAXPAYERS On CENTERS OF EXCELLENCE 
62 LEGISLATIVE ASSEMBLY 

Reported as of March 1, 2022 

A. Individual Data on each New North Dakota Company 

1. Name of New North Dakota Company _____________ _ 
2. Owner(s) of New North Dakota Company __________ _ 
3. Latest IRS reported annual income of New North 
Dakota Company _________________________ _ 

4. Parent, Sister, or other companies owned by said 
Owner(s) o~ New Company 
5. Latest IRS reported annual income of parent, sister, or 
other companies owned by said owners of New North Dakota 
Company 
6. Number of on site employees of New North Dakota Company 

7. Number of on site employees of parent, sister, or other 
companies owned by said owners of New North Dakota Company 

B. Swmnary of Individual Data on each New North 
Dakota Company 

1. Total IRS reported annual income of New North Dakota 
Companies 

2. Total IRS reported annual income of parent, sister, or 
other companies owned by said owners of new North 
Dakota Companies 

3. Total number of on site employees of New North Dakota 
Companies 

4. Total number of on site employees of parent, sister, 
or other companies owned by said owners of New North 
Dakota Company 

5. Total of legislative authorized expenditures of 
Centers of Excellence Program to date 

6. Cost per on site employee created by Centers of 
Excellence (5 divided by 3) 

NOTE: Numbers may NOT include the actual employees of the 
North Dakota Commerce Department or any employees of the 
North Dakota Commerce Department's contracted consultants. 

/0 
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cTCR&R 
CHILD CARE RESOURCE & REFERRAL 

Child Care in North Dakota's Growing Economy 
As North Dakota's economy continues to grow, communities 
struggle to build a child care supply lhafsupports their.' 
expanding workforce. 

North Dakota's child care supply shortage permeates the 
state. The most significant shortages are in western North 
Dakota counties experiencing economic growth due to oil 
and energy development. 

Child care industry standards suggest that the supply of 
child care in a community should meet at least 50% of the 
local demand. Only five counties (Adams, Cass, Grand 
Forks, Ramsey, and Sheridan) meet this standard. Even 
when a community does meet 50% of demand, they still 
may have inadequate capacity for infant care. 

To address North Dakota's child care shortage, the 2009 
North Dakota Legislature passed House Bill 1418 that 

. appropriated $3.6 million to establish a.statewide child care 
recruitment, training, and retention initiative. 

Child Care Resource & Referral was contracted to develop 
and implement the child care initiative. This report identifies 
Growing Child Care ND's projected outcomes and provides 
an update on child care recruitment, training and retention 
activities to dale. 

The current G(owing Child Care ND contract of $3.6 million 
for 18 months impacts 5% of licensed providers. A two-year 
investment of $4.8 million would be needed to maintain 
Growing Child Care ND at its current level of service. A$12 
million investment per biennium would be needed to expand 
the Growing Child Care ND effort to serve 20% of child care 
providers. 

How counties are 
meeting the need 

for child care 
1111 Oto 10% 
rm 11 to25% 

26 to 49% 
□ 50% or more 

Figure 1: 
Extent licensed care 
meets demand 
Source: CCR&R Parent Services Database 

"Child Care Resource and Referral has been a valuable asset for the community of Wishek. Not only 
have they done a child care needs assessment in our community, but they even came to put on a Child 
Care Provider Recruitment Fair. Out of these efforts, we have already gained one new provider. This 
will make daycare available for seven more children in our community and in a town our size, seven 
children having quality child care makes a huge difference. I would highly recommend CCR&R's 
services to anyone interested in becoming a licensed provider. They are able to guide individuals and 

•

. communities step by step to make quality child care available to all children in North Dakota." 
- Katie LaBree, Economic Development Coordinator 

· Wishek Job Development Author_ity 

' '' 1, I ' > • ' 1 ~, ,,, ,,, ' ' •I ' • \ " ' , ' • > I 1 '• ' , I , ' " • /• '' • ,i 
•' , ' , ' '· ·,,,, · " . , Child Care Resource & Referral 1s a progrc1m of Lutheran Social Services 1n western North Dakota ' 

, • 1• , • • · •• , , and lakes and Prairies Community Act10n Partnership 1n 'eastern ~orth Dakota,, 



Child Care Recruitment 
North Dakota currently has 1,422 child care providers 
who can care for up to 33,100 children. To move North 
· Dakota's child care supply to 50% of demand, 8,000 new 
spaces must be generated. This will require the recruitment 
of approximately 1,300 small home-based child care 
businesses, 135 centers or a combination of both totaling 
8,000 new spaces. 

Current funding of the Growing Child Care North Dakota 
Initiative supports the recruitment of 110 new small · · 
businesses and 10 new centers with a total enrollment 
capacity of 1,370 children. 

Projected outcomes by June 2011 
• 110 new Family Child Care Programs recruited with 

capacity of seven children each 

• Ten new centers recruited with approximate 
capacity for 60 children each 

Eligibility and incentives 
• Complete six hours child care business training 

available via ND CCR&R on-line training 

• Work with county social services to become licensed 

• Remain licensed for 12 months 

Work with CCR&R consultants to review business 
plan, indoor and outdoor program space, materials and 
learning activities, and health and safety practices 

$750 non-cash incentive will be applied to family child 
care program start-up 

A• $9,500 non-cash incentives will be applied to center W program start-up aligned with their business plan 
Figure 2: Chlld Care Recruitment Data Jan. 2010~ Jan, 2011 
Source: ND CCR&R Child Care Program Tracking System 

2 . ·. · · . · . . Grciw,ng Child Care ND - 81111418 
' . . 
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Meeting Williston's Future Child Care Demand 
The 2011 Commerce Department housing study in oil 
country forecasts Williston's child population (birth to 9 
years) will grow 57% by 2015, 99% by 2020, and 113"/o by 
2025. This growth will put a significant strain on Wtlliston's 
already fragile child care industry and, if not addressed, will 
limit business' ability to recruit and retain parent employees. 

Child care industry standards suggest a community's child 
care supply meet at least 50% of demand. Wtlliston's 
201 0 child care supply met only 32% of the child'care 
demand falling short 238 spaces. Building Wtlliston's child 
care supply to meet future demands will be extremely 
challenging. · 

A review of licensing trends over the past five years indicates 
a decline in the growth of licensed programs in Williston, 
with the exception of the last six months during which time 
four small child care businesses completed the 
licensing process adding 48 new spaces. Three 
additional programs will soon complete the 
licensing process. 

Tren~ of Licen ed Capa,city 
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• In the lase 80( months, The Growing Child Care Initiative reauited 
4 new programs adding 48 new spaces. 

1428 
Trend Child C re Progr, ms 

200 thru Ja uary 2011 
Ju~ -June July -June Ju~ .June July -June ! July .June July-Jan July -June July -June July -June July -June July -June July -Jan 

2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011 

Continuing the upward trend of child care growth will require on-going provider recruitment and retention efforts. 
Currently, funding from the 2009 Legislative Session for the purpose of child care recruitment has been depleted. 
Star Funds will support the recruitment of six additional providers and one center or an addition of 102 spaces. 

To meet the 2015 child care demand, WIiiiston must add 564 spaces beyond the existing 464 spaces by 
recruiting 81 small in-home child care businesses (each caring for 7 children) or 9 centers (each caring 
for 60 children). 

Williston's Projected Licensed 
Childcare Supply and Demand 2010 2015 2020 2025 

Children living with employed mothers 1,308 2057 2601 2782 

Child care spaces needed to serve 50% of demand 654 1028 1301 1391 

Spaces currently licensed (projection if no growth) 416 464 464 464 

Spaces needed to reach 50% of demand 
,, 

238 564 837 927 
'• 

Data Sources· 
• 2010 North Dakota Department of Commerce Housjng Study 
• North Dakota CCR&R NACCRRAware Database 
• 2010 U.S, Census · 

CHILD CARE RESOURCE & REFERRAL 

Chtld Care Resource & Referral 1s a progiam of Luthe1an Social Services m western Noith Dakota 
and Lakes and Prames Community Action Partnersti1p 111 eastern North Dt1kota 



. Child Care Workforce Training 

•

h Dakota's child care workforce (approximately 4,800) 
t have easy access to high-quality, affordable training 
supports North Dakota's child care licensing standards 

and leads to a child care credential. 

Funding through the Growing Childcare ND Initiative made it 
possible for ND CCR&R to significantly expand the number 
of child care training courses available online. State funding 
support also made it possible for ND CCR&R to offer a 
majority of these online courses at no charge. 

ND CCR&R developed and launched 60 hours of new 
on line training during the first ten months of 2010. An 
additional 60 hours will be developed and launched by 
June 30, 2011. Participation in ND CCR&R's online training 
courses has doubled this past year with the roll-out of these 
new courses. 

Those seeking early childhood training can now choose 
their topics of interest, take the course when it fits their 
schedule and review content as needed to enhance 
learning. Barriers such as distance, weather and schedule 
conflicts have been reduced. 

Child care providers who have difficulty using technology 
have the option to work one-on-one with ND CCR&R 
trainers and consultants. Child care providers get the help 
they need to get online·and acquire technology skills as they 
build their child care skills. 

ejected outcomes 

ieate and post 120 hours on-line training specifically 
igned for child care providers in North Dakota 

' '"' ard 190 scholarships to providers pursuing their 
Child Development Associate Credential, a national 
credential requiring 120 hours training, an exam and 
on-site observation of candidate 

During the last year, ND CCR&R has 
• Created and posted 80 hours of training 

• Awarded 200 scholarships to providers pursuing their 
Child Development Associates Credential 

• Doubled training participation with the introduction of 
no-cost online training 

12000 
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Training participation 
by delivery method 

11549 

Training p1rtlclp1tlon during flrst seven month• or current flacal year 

2412 8427 249 

Figure 3: Training ParUclpatlon by Delivery Method 
Source: ND CCR&R Child Cara Training Database 
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Child Care Retention and Training 
Annually, 17% of licensed child care 
programs (approximately 238 programs) 
close throughout the state. Providing 
support resources, quality training and 
consultation will reduce program closings 
and secure the state's investment.in child 
care recruitment and workforce training. 

Projected outcomes by June 2011 

• 90 Family Child Care Programs with 
capacity to serve 7-18 children each 

• 20 centers with an average capacity of 
60 children each 

Eligibility and incentives 

•. Licensed and remain licensed 
for 24 months 

• Complete 40 to 120 hours of child care 
training available via ND CCR&R 
on-line training 

• Work with ND CCR&R consultants to 
review business plan, indoor and 
outdoor program space, materials and 
learning activities," and health and 
safety practices 

Receive monthly on-site consultations 
by ND CCR&R consulting team. 

• $500-$800 in non-cash incentives for 
Family Child Care Program completing 
each 40 hours of training (max $2,400) 

• $9,500 in non-cash incentives for 
Center Programs upon enrolling in 
center director credential training and 
completing business plan. 

Mclritosh 1 1 18 

{Mc~Eiii'n1~ ~1~ ~ -l,~ iii~ 
Mercer 1 1 - 18 
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Moul'ltrail 18 

•Magic Fund 1 18 

fB~~·so~M.~ ~-f~fi ~!:11,tl,_~ .! 
Ramsey 3 

Figure 4: Retention Project Participation Jan. 2010 - Jan. 2011 
Source: ND CCR&R Tracking System 
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PO Box 2599 • Bismarck, ND 58502 

U.S. Toll Free 1-877-311-1648 • (701) 355-4458 • (701) 223-4645 (Fax) 
office@itcnd.org • www.itcnd.org 

INFORMRTION TECHNULOG\I COUNCIL 
OF NORTH ORIWTR 

• 

Testimony of Gary Inman 
Senior Vice President of Information Technology, State Bank and Trust 

In Support of HB 1018 
March 15, 2011 

Chairman Holmberg and members of the Senate Appropriations Committee: 

My name is Gary Inman, and I am the Senior Vice President of Information Technology of State 

Bank and Trust in Fargo. I also serve as the president of the Information Technology Council of 

North Dakota (ITCND). It is on behalf of ITCND that I am voicing support of HB 1018, 

specifically as it relates to the continued funding of the Operation Intern and Innovate ND 

programs. ITCND would also ask for your consideration in restoring funding for the'Centers of 

Excell~n2e program, which was removed in the House. t~f $]~;~-',; 

According to.the2011 Stateofthe IT Industry Guide, No~ti.Dakota's{/;r industrywilbneedto 

replace nearly 40 percent of,its currer1t v,-orkforce within:the:hext d~6~~e. ·-TH~de0~i6Jrn~nt of a 
·· • ~ - -·tr•·· 

high-quality workforce is vital'to the'future growth of North Dakota's IT industry. A key 

component in this process is engaging students in IT careers by providing internship 

opportunities, which many times lead to 'full-time, permanent employment. 

State Bank and Trust is just one of 35 companies using the Operation Intern program to hire 
1· 

interns in the area of information technology. This program has allowed our company to provide 
" '' two internships, which we might not have been able to offer without the incentive. With these 

. I 

internships we are able to advance two internal initiatives by dedicating these resources to the 

projects. 

ITCND Page 1 
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ITCND also supports removal of the language limiting the use of the Operation Intern program 

to only new or expanded internships, which is in SB 2056. Without this change, several 

businesses are only able to use the program one year and are not encouraged to hire an intern 

in future years because the program no longer applies to them. 

One of ITCND's goals is business development and entrepreneurship, which is why we also 

support the continued funding for the Innovate ND program and encourage your consideration 

in restoring funding for the Centers of Excellence program, which was removed in the House. 

IT entrepreneurs have been the beneficiaries of both of these programs in the past, allowing 

them to start or expand their innovative business ventures. 

We thank you for your support of Operation Intern, Innovate ND and the Centers of Excellence 

programs in the past, and hope you will support their continued funding . 

ITCND Page 2 
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.ding to theTop 

Sparsely populated North Dakota leads the U.S. in blender pumps. 

By Kris Bevill I January 14, 2011 

The USDA's recent directive to assist retailers with the 
financial burden of installing 10,000 blender pumps over five 
years stands to usher in a new push for blender pumps 
throughout the U.S. While the USDA's support is a welcome 
signal of federal support for ethanol infrastructure, other 
efforts are already being carried out at various levels 
throughout the country with the same overall goal of 
increasing the amount of ethanol available to consumers. 
Several states offer retail station owners incentives to install 
blender pump or E85 dispensers. Various corn grower groups 
also offer financial reimbursement for the installation of E85 
or blender pumps. Growth Energy offers a direct grant of 
$2,500 to any retailer who installs an E85 pump and $5,000 for 
a blender pump. All of these programs are an encouraging sign 
of the ethanol market's potential to expand, but one state's 
strategy in particular stands out for its impressive level of 
success in building out blender pump infrastructure. 

Empowering Ethanol 

North Dakota, (total population about 650,000) has an 
economy that historically has been driven largely by 
agriculture. In recent years, corn production has increased 
and, with it, ethanol production. Booming oil production in the 
western half of the state helped build a budget surplus and has 

Consumer Choice: A PetroServe USA customer fills his Hex· 
fuel vehicle with EJO from one of the station's blender 
pumps. Statistics show that consumption of ethanol in North 
Dakota has skyrocketed since the state implemented lts 
blender pump progra 
PHOTO: KRIS BEVILL, BBi INTERNATIONAL 

• 

an interesting dynamic to this traditionally farm-based 
But even before the oil boom began, forward-thinking 

ators and hands-on industry members decided that North 
' L.Jdkota needed to accelerate the development of various energy sources produced in the state and to actively 

promote those resources. In 2000, under the leadership of Gov. John Hoeven, a committee was formed to 
evaluate the.state's energy resources. The resulting policy, called EmpowerND, included comprehensive 
measures to support the economic development of all aspects of North Dakota's energy sources, including coal 
and petroleum, wind power, ethanol and biodieset. 

One of the initial goals of EmpowerND was to increase the state's ethanol production by tenfold, says Tom Lilja, 
executive director of the North Dakota corn Council. In 2001, the state had just 20 million gallons of ethanol 
production capacity. A statewide ethanol production incentive program was put in place in 2002 and by 2008, due 
in Part to the incentives made available through EmpowerND, more than 300 million gallons of additional ethanol 
capacity had come online. The state's current production capacity is about 330 MMgy. 

Once ethanol production capacity had been expanded, work began on increasing in-state usage of the fuel. 
Members of the state ccirn growers association contacted the governor's office to discuss incentivizing E85 as welt 
as ethanol blender pumps. "We approached the governor and he really liked the idea," Lilja says. "He wanted to 
do it as a cooperative effort, so the corn growers offered to put up a half-million dollars toward this program to 
get a lot of pumps across the state." 

The governor requested $2 million from legislators for a statewide Biofuels Blender Pump Program to incentivize 
the installation of pumps at retail stations. Under the program's guidelines, any North Dakota retailer who 
installed an approved blender pump and agreed to sell biofuet blends for two years would be eligible to receive 
$5,000 for each installed blender pump, capping at $40,000 per retail site. In 2009, the state legislative assembly 
approved the program and agreed to allocate $1 million from the state's general fund to finance it. Matching 
federal funds were obtained to equal the governor's initial request of $2 million. 

In addition to the state.program, the North Dakota Corn Council agreed to provide $2,500 for each installed 
pump. After factoring in federal tax incentives and Growth Energy's available grant money, the approximate 
$25,000 price tag for a new blender pump would now actually cost North Dakota retailers about half that amount. 

.. 

ng ethanol and increasing ethanol production has been a big part of the governor's agenda," says Shane 
e, commissioner of North Dakota's commerce department. "The governor sought early on to increase 
al production. This [blender pump program]-was an effort to·suj)port that production. Having the 

, / tructure in place to consume ethanol was a key part of the strategy. It was the next step in this evolution 
···after we had the plants in place to make it available to our consumers." 

Consumer Choice 

Retailer and consumer response to North Dakota's blender pump program was almost immediate. Prior to the 
program's unveiling in October 2009, the state had no blender pumps. By November 2010 at least 76 ethanol 

ht-tn• / /,. ,.,,. u otl-. ,..,.. ,-,.1,...,. .. ,....,-1,, ,-.o.- ,..,.........., /,.,..+; ,-, l oc- /'7'l O< /h 1 ott rl;,... n _+,..._tho_ t ,....,...,. 
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been received by the commerce department. 

•

course, installing the pumps is only the first step toward increased consumer usage. Once the choice is 
ailable, will customers buy more ethanol? In North Dakota, the.short answer is "yes." Retailers who installed 
nder pumps in the first year of the program reported increasecl sales for all types of fuel offered at their 
tions. Most notable though has been the growth in sales of EBS. Between January and August of 2009, 167,025 

gallons of E85 were consumed in North Dakota. During the same time period last year, 351,161 gallons of E85 
were consumed. "What's really crazy about those numbers is that 50 percent of that increase was only five 
blender pump locations," Lilja says. "So we think E85 sales will be exploding once we have a lot of these pumps 
in place. We think we could go through 1 million gallons of E85 by 2011." Sales of mid-level blends were not 
included in the 2009-'10 comparison, so the actual amount of ethanol consumption within the state is even higher 
than reported. 

Goettle says the number of reimbursements issued by his department is a good indication of the demand for 
blender pumps from retailers and consumers. "Ethanol consumption has doubled and we expect that to continue 
to move forward as consumers learn about this choice at the pump and begin using it in their vehicles," he says. 
"The choice here lies with the consumer. That's the advantage of the program. The increase in sales is because 
consumers are responding to the availability." 

Ethanol Input 

Part of what made North Dakota's incentive program so successful is the high level of collaboration that occurred 
betweer:i alt parties with vested interests in the pumps, including €thanol producers, corn growers, petroleum 
marketers and state officials. Jeff Zueger, chairman of the North'Dakota Ethanol Council and genera! manager of 
the 50 MMgy Blue Flint Ethanol LLC plant, located in the central part of the state, says the state's ethanol plants 
provided background information and market data to support the call for blender pumps and also lobbied local 
and state officials to pass the legislation. The work was worth their effort. Zueger says demand for ethanol from 
state producers increased almost immediately as a res.ult of the program. At Blue Flint, E85 sales from its onsite 
in line-blending system increased by four times the amount sold prior to the blender pump incentive. And that 
was within just two months of the program. He expects demand tb continue to grow as more pumps are installed 
in the plant's area. i 

"It's been very positive for our facility," he says. "It provides a gr"eat opportunity for our industry to work more 
closely with retailers on providing product that they can directly market. We've found specifically at Blue Flint 
that if we work directly with retailers, we can offer pricing options that meet their business objective. We offer 

•

t and forward pricing. If they like to have their forward-priced product indexed off of petroleum-based 
ducts we can offer that to them as opposed to indexing it off of the ethanol market. It allows for hedging 
ortunities for the retailer to lock in prices when the spread between gasoline and ethanol are optimal for 
m." 

The 120 MM.gy Tharaldson Ethanol LLC plant in Casselton, located- about 20 miles west of Fargo, doesn't offer 
inline blending so it has experienced a more gradual climb in local demand, according to general manager Russ 
Newman. The plant currently sends between 93 and 97 percent of. its product to other states in unit train 
shipments, but he'd like to eventually keep up to 20 million gallohs per month in the state. "We realize we're 
going to be exporters, but as much as we can get in the area the better," he says. 

Petroleum Partner 

While collaboration was vital in forming and implementing North Dakota's blender pump program, most parties 
involved credit one man for its ultimate success. Kent Satrang, CEO of Petro Serve USA, manages 20 retail fueling 
stations throughout the state, several of which are located in Fargo, North Dakota's largest city. He's a longtime 
supporter of ethanol because, he says, it's "the right thing to do." His company's stations were some of the first 
to install blender pumps following the program's launch and Sat rang says he is very proud of helping North Dakota 
become the No. 1 blender pump state in the country. "What was done with blender pumps through the North 
Dakota program is going to be a model for the future for other states and will be huge for North Dakota's 
industry," he says. "To go from zero blender pumps to 250 by the end of 2011 ... we have changed the 
infrastructure of pumps in North Dakota." In Grand Forks, for example, which is located about an hour north of 
Fargo and is the state's third largest city, there were no blender pumps six months ago. In fact, "you couldn't 
buy E85 within a 50-mile radius of the town," Satrang says. "Yet there were 4,000 FFVs. The option was just not 
there." Grand Forks consumers now have four blender pumps to choose from, all of which were installed as a 
direct result of the blender pump incentive program. · 

Contributions and Considerations 

Ethanol became the industry it is today due largely to grassroots political efforts of early producers. North 
Dakota's incentive program brings to light an emerging trend which resembles those early production efforts, 
only now the goal is,greater consumer availability for the product) This includes passing legislation and forming 

~

tionships with petroleum representatives and transportation flJel marketers. When North Dakota's blender 
p program was in the formative stage, the state's ethanol pfClducers took an active role in lobbying 

slaters at the state capital. They also formed relationship~ with their:local representatives and made their 
e for increased ethanol availability. "We're fori:.Unate lo have a''suppOftiVe'legislature and governor•S office 

and others within the state lawmaking divisions," Zueger says. "Policymakers viewed it as an investment in 
growing ethanol use throughout the state, which would positively affect the economics of the state, rather than 
viewing it as an expenditure." 

~~l-~~nc~s .v:'~~e also forme~.~i~~ ,_t~.~- state pe~t~~l:~~ m~_r,~~~;:s.,~
1
ss~~iat~~~- '_'!~~~~. ~eopl~--~~~- ~: _your_ ~est 
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because the retailers were asking for it, not just ethanol producers." 

• 

key to North Dakota's success was an informational program organized by the state designed to introduce 
Hers to blender pumps. Ethanol plant managers, retailers, blender pump manufacturers, the petroleum 
keters association, the corn growers association and the state commerce department all participated in the 

etings. Zueger says those meetings were critical in getting the word out regarding the incentive program to 
retailers. "We'd set up these meetings and present the different aspects of the blender pump program and the 
pumps themselves," Zueger says. "We had retailers who had installed the pumps come to some of the meetings 
and talk about the experience they had. In our area, we also talked about pricing mechanisms, supply 
mechanisms and quality control measures that we use in producing the product and moving it to the market." 

Lilja says North Dakota's program was launched at exactly the right time because it kicked in just as many 
retailers needed to upgrade their pumps for other reasons. So instead of replacing pumps with new traditional 
pumps, many were convinced to install blender pumps in order to take advantage of the incentives. Additionally, 
Lilja believes the location of the first few blender pumps was crucial to the program's overall success. "It really 
was because we got some pumps in a larger metropolitan area near the beginning of the program that really 
helped it," he says. "I know other states have done blender pumps, but they've done them in the small towns 
and they've had a hard time getting into the larger metropolitan areas. Rolling this out of Fargo under the 
leadership of Satrang and Petro Serve USA was huge." 

Goettle says North Dakota's overall collaborative attitude toward energy policy deserves evaluation from other 
states seeking to form their own policies. "We're one of the few states that has crafted a comprehensive energy 
policy," he says. "The manner in which we seek industry input and direct communication with industry on what 
we need to move forward in all of these sectors is, I think, unique and a model for the country." 

From a financial perspective, there are few states with as healthy a budget surplus as North Dakota has, so 
groups such as state corn growers associations might have to take on larger roles in offering incentives elsewhere. 
"Based on the budget situations in other states, I think the corn growers are going to have to offer most of the 
money per pump," Lilja says. "We were fortunate to have a S1 billion surplus in North Dakota and that's one of 
the reasons the governor was in favor of this." 

Reimbursement applications for blender pumps installed in North Dakota are being accepted through May 1 and 
it's possible the state legislators will vote to exten_d the program. In November, Hoeven was elected to the U.S. 
Senate and will take a seat on the Senate energy committee. North Dakotans believe Hoeven will use his 
experience in the state to benefit the nation's ethanol industry, and early indications from Hoeven suggest he has 

•

'milar agenda. "Blender pumps not only support biofuels production, but empower people to make their own 
·ces at the pump," Hoeven says. "They should be a part of the nation's larger energy strategy." 

hor: Kris Bevill 
Associate Editor, Ethanol Producer Magazine 
(701) 540-6846 
kbevill@bbiinternational.com 
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Members of the Senate Appropriations Committee, 

I am Nathan Presnell from Just 4 Kidz Childcare in New Rockford and since I am unable to be present for 

the March 15th hearing for House Bill 1018, I a~ submitting this written testimony. I am asking for your 

support for the 4.9 Million in recruitment, training and retention grants for childcare providers. 

I 'am one of the candidates that received a scholarship to earn my CDA Credential. The funds for this 

program came from 2009 HB 1418. With the program, my skills and knowledge were able to grown and 

in June 2011, I will be completing all the requirements to earn the CDA Credential. 

With the continue of 4.9 million in HB 1018, More childcare provider will be able to expand their 

knowledge to provide more quality childcare. 

Thank you for your time. 

Nathan Presnell - 947-2701 nathanpresnell@gmail.com 



March 14, 2011 

Senator Ray Holmberg, Chair 
Senate Appropriations Committee 
North Dakota State Senate 
600 Boulevard Avenue 
Bismarck, ND 58505 

Dear Senator Holmberg: 

1020 20th AvAnun 8W 
PO Box 91\0 

Minot, North Dukolri 58702,09110 

lolophone: 701.8~2.6000 
h:1csirnil1!: 701.838,?.<188 

H-1m.1i!: c!1c1111l1~1r@minotcl1a111ber.orn 
www silo: minolchm1IllAr.orn 

I am writing to you to express the support of the Minot Area Chamber of Commerce for HB 1018 and more 
specifically for the portion of the bill which contains funding for the child care initiative. For the record, I have 
registered with the Secretary of State to lobby on behalf of the Minot Chamber and my lobbyist number is 
#267. 

~fore I identify individual funding items, let me take this opportunity to say thank you for the funding that 
.e 2009 legislature provided in HB 1418. That funding was used to establish a statewide child care 

recruitment, training and retention initiative and the funding level has impacted approximately 5% of licensed 
providers. 

The Chamber supported the concepts contained.in HB 1418 in 2009. Today in 2011 the Chamber supports 
both the concepts and the request for five million dollars to continue a statewide child care wcruitment, 
training and retention initiative. The North Dakota Child Care Resource and Referral program has the statistics 
from the initial program which identify the progress made by the licensed providers who are currently 
participating. 

Again, the Chamber Is pleased to support the funding in HB 1018 for the child care initiative. 

Thank you for the opportunity to provide this testimony. 

Respectfully, 

J/Jl./}1M/}I~ 
L. John MacMartin, CCE 
President 

liffiftftij iifi4\¥ iJi iii ;iiffemiiii 
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January 10, 2011 

Senate Appropriations Committee 
Ray Holmberg, Chairman 
600 East Boulevard Avenue 
Bismarck, ND 58505 

Chairman Holmberg and Committee Members, 

Convention & Visitors Bureau 
250MainSt W-P.O. Box 724 

Valley City, ND 58072-0724 
(701) 845-1891 

www.hellovalley.com 

We are asking for your support of HB 1018 with the addition of $1.15 million to the Tourism 
budget to finance Visitor Information Centers, provide for extra marketing opportunities and to 
solidify the Tourism Infrastructure and Expansion Grant program . 

Providing for tourism expansion is not only good for the economy it enhances the quality of 
life for North Dakota residents too. Our citizens enjoy the amenities as much as visitors do. 
By funding tourism opportunities you are giving Economic Developers tools to lure additional 
businesses to our state. Recent studies have shown that quality of life issues are important 
to young workers and their families. Let's provide a recreation rich environment for our 
visitors and residents. 

We need to market North Dakota! We have found in Valley City that if we can get visitors to 
the region they spend a lot of money. These are new dollars added to our economy that our 
specialty shops need to survive. Our CVB has a limited budget ($60,000) and need the help 
of State Tourism to reach a wide audience. Tourism has responded with cooperative 
marketing programs that make it possible for us to advertise in magazines like Midwest 
Living. We would love to do more cooperative marketing- please give Tourism the 
opportunity to help small towns advertise by expanding their marketing program. 

Invest in North Dakota's future. Please support HB 1018 with the additional dollars for 
Tourism. Thank you. 

Mary Lee Nielson, Marketing Coordinator 
Valley City Convention & Visitors Bureau 
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March 15,2011 

Dear Members of the Senate Appropriations Committee, 

Please accept this letter as my testimony in favor of increasing the allocations of the North Dakota 
Tourism Division. By doing so, it would increase the marketing budget, help fund Visitor Information 
Centers and increase the money allocated for the small project and large project infrastructure grant 
programs. Fully funding this department will enhance our ability to market our state and grow our 

market share of tourism dollars. 

Currently, North Dakota has one of the smallest budgets for tourism. The state of North Dakota needs 

to increase this budget to maintain our visitors and help generate new income as well. As a smaller 
convention and visitor's bureau in North Dakota, we depend on the cooperative advertising options 
given to us by the state. We also rely heavily on the infrastructure grants that are given out at the state 
level. Advertising costs are on the rise and technology is advancing. It is vital to North Dakota's 
tourism industry to keep up with trends and stay competitive. In the past two years, I've seen 
advancement in the hunting and fishing industry with the help of the North Dakota Tourism 
department. They have partnered with television personalities such as Jason Mitch ell and have 
extended the marketing efforts into Canada, Wisconsin, lllinois, and Iowa,just to name a few . 
Hunting and Fishing is the key to the success of the Lake Region and the new money allocated to the 
North Dakota Tourism Division will keep these efforts going at full strength, and continue our 

tourism entities in this region, among others, to maintain and grow as well. 

Another vital component used by the Devils Lake Tourism Convention & Visitors Bureau is the 

cooperative advertising in the visitor centers around our state. My CYB alone produces an additional 
20,000 brochures to accommodate these areas of advertising. The additional allocation of funds will 

provide security of an organized system, keep our visitor guides maintained and into the hands of 
those that need and want to read them. Besides the Devils Lake CYB, the motels, resorts, guides 
services and restaurants, among others, heavily rely on our Visitor Guide to be in the most visitor 
centers as possible. We could not do this without the help of the North Dakota division. 

Again, I ask for your support of tourism, and that you vote to increase the Tourism Division's budget. 
With tourism being the second largest economic impact in North Dakota, many jobs and families rely 
on the help from North Dakota tourism and the state itself. 

Thank you for your time and consideration. 

Sincerely, 

Suzie Baisch 
Executive Director 

208 Highway 2 West I PO Box 879 I Devils Lake, ND 58301 
www.devilslakend.com I 1.800.233.8048 I 701.662.4903 I fax: 701.662.2147 
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March 4, 2011 

Senate Appropriations Committee 
' . ' , ' '. , 

Dear Chairman Holmberg and Committee Members: 

On behalf of the Bismarck-Mandan Convention and Visitors Bureau, I am writing this letter of support. 

for H.B iOlB which Includes the Tourism Divis.Ion Budget and the Tourism Infrastructure and Grant 

Program. 

Our fndustry Is asking you to recommend additions to the Tourism Division budget of $600,000.00 for 
. · .. :'.·'•":"": ... ,:,_·.", ·, ". ',. '.:-·· .··· - ' .. .,,._,, ,,,-~ .... : '"" ·."' ... , .• ' ... , ... , . ,_--:.:· '" ",_'·••,•·_ . ·.'. 

marketing, $156,cioo''tor Visitor Information Centers and $2.5 mlliloil for the T<i'urism Infrastructure and . . •' ,. ,-, . . . . . . . ~ . •, •,. ' ·, . ' . ' ,• . ' . 

Grant Program . 

As you are well aware, Tourism is an economic generator for our state's economy and is our third largest .- . ' . ..... •·- _· . . . 
industry. Increasing the Tourism Division budg'et is an Investment, not expenditure. 

In particular, the marketing program implem!j!nted by the Tourism Division has e.nabled our Convention 

and Visitors Bureau to participate In advertising opportunities, both domestically and in Canada, which 
' . ' 

we would not be able to do on our own. They have done an excellent job of developing a brand for 

North Dakota and creating an awareness of the opportunities available to visitors all across our state. 

Right now, one of our Industry's greatest neeas is additional dollars for Infrastructure development. The 

Tourism Infrastructure and Grant Program would tielp greatly In this area. 

I urge you ti> consld.er recommending the above additional dollars to the Tourism Division's budget. 

Best regards, 

Terry Harzinskl, Executive Director 

Blsmarck,Mandan Convention and Visitors Bureau ...... . -~. 

1600 Burnt Boat Drive Bismarck. North Dakota 58503 

Tel: 701.222 .. ,008 1.800.767.3555 Fu:: 701,2:u.06.47 e~malli vlsltndd>blsmarckmudancvb.com web: www,blsmarckmandancvb.com 



• 

• 

• 

January 7,201 I 

Buffalo City Tourism Foundation 
404 Louis L'Amour Lane 

Jamestown, ND 58401 

Senate Appropriations Committee 
State Capitol 
600 East Boulevard 
Bismarck, ND 58505 

Regarding: HB IO 18 

Honorable Chairman Senator Holmberg and Committee Members, 

As the Executive Director for Tourism in Jamestown, North Dakota, it has been my privilege and 
honor to watch the growth and development of tourism in our city and state over the last seven 
years. I have witnessed not only a growth in the number of guests (tourists) visiting us, but a 
growing sense of pride in our city and state . 

We have gained some much-needed momentum over these years thanks to the diligent work and 
partnerships formed with the Tourism Division of the ND Department of Commerce. After all, it 
is no small feat to be named America's Friendliest State and Most Affordable Vacation State. 
So, how do we continue this national notoriety and forward momentum in the years to come? 

Exposure does that. Designations like these are nothing more than a quick flash in the pan if we 
don't now use them to our advantage through increased marketing dollars, improvements to our 
present Visitor Information Centers and improvements to our attractions. 

I and the Buffalo City Tourism Foundation Board of Directors urge your support to increase the 
ND Tourism budget as proposed. 

Thank you for this opportunity to share my opinions with you on this important issue. 

Respectfully, 

Nina Sneider, Executive Director 
Buffalo City Tourism Foundation 



11.9203.01000 Prepared by the North Dakota Legislative Council 
staff for Senate Appropriations 

March 2011 

• COMPARISON OF CENTERS OF EXCELLENCE FUNDING 

• 

• 

The schedule below provides a comparison of funding and provisions for centers of excellence included in the 
executive budget, the House version of Engrossed House Bill No. 1018, and the Senate version of Engrossed 
Senate Bill No. 2057. 

Executive Budget Engrossed Engrossed 
HB 1018 HB 10181 SB 20572 

Centers of research excellence 
• Research $8,000,000 $8,000,000 

• Eminent researcher recruitment grant program 2,000,000 1,500,000 

• Infrastructure grants 3,000,000 3,500,000 
Centers of workforce excellence 2,000,000 2,000,000 
Centers of entrepreneurship excellence 5,000,0003 5,000,000 
Workforce enhancement grants $2,000,000 

Total $20,000,000 $2,000,000 $20,000,000 

General fund $15,000,000 $2,000,000 $20,000,000 

Other funds $5,000,0003 

1 

Related Bill 
Enarossed HB 1018 Sections 

Workforce enhancement grants 1, 22 

A descriotion of related bill sections is orovided in Annendix A. 

' 
Related BIii 

Enarossed SB 2057 Sections 

Centers of research excellence 
• Research 3, 7 
• Eminent researcher recruitment challenge grant program 3, 8 

• Infrastructure grants 5, 
Centers of workforce excellence 1, 6 
Centers of entrepreneurship excellence 2,4 

A descriotion of related bill sections is nrovided in Aooendix B. 

'The Governor recommended authorizing the department to continue unspent funds relating to the $5 million 2009-11 general 
fund annronriation for the Great Plains Annlied Enernv Research Center. 

ATTACH:2 

I 
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ENGROSSED HOUSE BILL NO. 1018 -
CENTERS OF EXCELLENCE -

RELATED SECTION DESCRIPTIONS 

APPENDIX A 

Sections 4 through 7 and 26 and 27 relate to the centers of excellence program. The majority of the centers of 
excellence program expires on July 30, 2011, per North Dakota Century Code Chapter 15-69. Sections 4 
through 7 of the bill update Chapter 15-69 to provide that the Department of Commerce continue to administer the 
centers of excellence program, distribute funds to the centers, monitor centers for compliance with award 
requirements, review changes in assertions made in center applications, and conduct postaward monitoring of 
centers. Sections 26 and 27 repeal Chapter 15-69 effective August 1, 2023. 

Section 22 provides for the following transfer: 

• Workforce enhancement line item to the workforce enhancement fund ($2 million) . 
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ENGROSSED SENATE BILL NO. 2057 -
CENTERS OF EXCELLENCE -

RELATED SECTION DESCRIPTIONS 

APPENDIX B 

Section 1 amends North Dakota Century Code. Section 54-60-22 to provide that grants recommended by the 
Workforce Enhancement Council be changed to the centers of workforce excellence grants. 

Section 2 creates a new section to Chapter 54-60 to create a centers of entrepreneurship excellence grants 
program. 

Section 3 creates a new chapter to Title 54 to establish a centers of research excellence grant program and 
eminent researcher recruitment grant program, as well as provide a continuing appropriation for the centers of 
research excellence fund. 

Section 4 provides $5 million from the general fund for centers of entrepreneurship excellence grants. 

Section 5 provides $3.5 million from the general fund to the Department of Commerce for the purpose of working 
with the North Dakota University System's research institutions, the Adjutant General, and the Aeronautics 
Commission in leveraging private and federal funding to advance state opportunities associated with a limited 
deployment-cooperative airspace project in the state. 

Section 6 provides $2 million from the general fund which the Office of Management and Budget (0MB) shall 
transfer to the workforce enhancement fund for the purpose of implementing and administering Sections 54-60-21 
and 54-60-22. 

Section 7 provides $8 million from the general fund which 0MB shall transfer to the centers of research 
excellence fund for the purpose of implementing and administering the centers of research excellence grants 
provided for under Section 3 of Engrossed Senate Bill No. 2057. 

Section 8 provides $1.5 million from the general fund which 0MB shall transfer to the centers of research 
excellence fund for the purpose of implementing and administering the eminent researcher recruitment challenge 
grants provided for under Section 3 of Engrossed Senate Bill No. 2057 . 



11.9268.01000 Prepared by the North Dakota Legislative Council 
staff 

March 2011 

CHILD CARE-RELATED FUNDING -
2009-11 AND 2011-13 BIENNIUMS 

The schedule below provides information on funding provided for child care and early childhood education for 
the 2009-11 biennium, 2011-13 executive budget, and legislative action through crossover. 

2011-13 Legislative 
2009-11 Executive Action Through 

Biennium Budoet Crossover 
General General General 

Proaram Descriction Fund Total Fund Total Fund Total 
Agriculture Extension Service 
Provides educational programs and resources $250,000 $250,0001 $250,000 $250,0001 $250,000 $250,0001 

on parenting and family issues through 
regional parent resource centers 

Gearing Up for Kindergarten funding is 830,000 830,000 830,000 830,000 
provided to expand the program 
statewide--$500,000 is for programming 
sessions and $330,000 for administrative and 
organizational costs of the expansion. . 
Department of Commerce 
Loan assistance to early childhood facilities for 1,250,000 1,250,000 400,000 400,000 250,000 250,000 
acquiring, leasing, or remodeling of real estate 
facilities or for acquiring equipment for 
establishing or expanding a licensed early 
childhood facility, limited to $100,000 per 
award in the 2009-11 biennium and increased 
to $200,000 per award in the 
,2011-13 executive budget. 
' Grants for early childhood facilities for 500,000 500,000 500,000 500,000 100,000 100,000 

, technical assistance, a business plan, or 
infrastructure. Grants are limited to $5,000 per 
recipient for infrastructure and $10,000 per 
recipient for technical assistance or a business 
plan. Requires a $1 match for every $3 of 
grant funds. 

Administration of the child care loan and grant 70,000 70,000 20,338 20,338 20,338 20,338 
programs 

Child development credential grants to provide 150,000 150,000 
funding to individuals seeking a child 
development associate credential, limited to 
$1,200 per recipient 

Grants to child care service providers for 4,935,000 5,000,0002 

workforce development, quality improvement 
technical assistance, and capacity building in 
collaboration with the Department of Human 
Services under North Dakota Century Code 
Section 50-11.1-14.1 

Department of Public Instruction 
Grants of up to $5,000 per classroom to assist 125,000 125,000 125,000 125,000 
schools making safety compliant space 
available for licensed prekindergarten 
programs 

Continuing _education grants for preschool 150,000 150,000 150,000 150,000 

teachers ' .• 

"i 
pep-artfrf,,-nt·ot Human Services· ' 

. . .. -
'Child care grant payments are made to 350,197 22,359,834 252,686 20,554,852 252,686 20,554,852 
providers on behalf of eligible recipients for 
child care services provided 
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11.9268.01000 

Program Description 
Child care transition assistance includes 
payments made to temporary assistance for 
needy families (T ANF)-eligible recipients for 
child care services. (2011 SB 2095 provides 
for the payments to be made to the providers 
instead of the eligible recipient. The bill has 
passed both chambers.) 

Head Start collaboration provides support to 
local Head Start programs and serves as the 
state's liaison to the federal Head Start 
agency. 

Early childhood contracts provide training, 
technical assistance, and professional 
development for child care providers, 
maintains child care provider lists, and recruits 
providers. 

Other bills under consideration 
HB 1373 provides an appropriation to the 
Department of Human Services to provide 
grants for federally designated Head Start 
programs in the state. Grants provided require 
that a matching amount be received through 
gifts, grants, or donations from nonstate 
sources. 

2 

2009-11 
Biennium 

General 
Fund Total 

892,700 

262,643 

166,221 6,361,3993 

2011-13 
Executive 

Budget 
General 

Fund Total 
788,740 

235,263 

166,221 2,717,399 

March 2011 

Legislative 
Action Through 

Crossover 
General 

Fund 

166,221 

Total " 
788,740 

235,263 

2,717,399 

1,000,000 1,000,0004 

SB 2298 provides that the Department of 150,000' 
Human Services establish an early childhood 
services inclusion grant program for licensed i 
early childhood services providers that provide ' 
care for children with disabilities or 
developmental delays. An appropriation is 
provided for the early childhood services 
inclusion support services and for establishing 
a grant program. 

Total $2,586,418 $31,946,576 $2,844,245 $26,721,592 $8,079,245 $32,171,592 
1 Amounts shown consist of funding provided directly to the Extension Service in the agency appropriation bill. The Extension 
Service also receives passthrough funds from other entities for programs offered at the parenting resource centers, including: 

• Nurturing parent program--funded by federal funds through the Department of Human Services. 
• Community-based child abuse prevention--funded by federal funds through the Department of Human Services. 
• Parenting resource center network grant--funded by federal funds through the Department of Human Services. 
• Parenting resource center enhancement grant--funded by federal funds through the Department of Human Services. 
• Developmental disabilities grant--funded by federal funds through the Department of Human Services. 
• North Dakota State University Development Foundation grant. 

2The $65.000 of special funds consist of carryover from the unspent 2009-11 biennium $5 million appropriation for a Great 
Plains Applied Energy Research Center. 

31n the 2009-11 biennium, American Recovery and Reinvestment Act of 2009 funding of $3.6 million was utilized to develop 
the quality rating improvement system to maintain the consistency and quality of providers. 

'House Bill No. 1373, as introduced, provided an appropriation of $6.15 million from the general fund for grants to federally 
designated Head Start programs in the state. 

5As amended by the House, Senate Bill No. 2298 prov_ided $150,000 from the lands and minerals trust fund, $100,000 for 
early childhood services inclusion support, and $50,000 for the early childhood services grant program. The original bill 
provided $600,000 from the general fund and $650,000:in federal funds or other income from the TANF program. 16£=====.;,;====,g;;,==============================:.&~e,,;;=====di., 



Childcare Loan Program: 

I. Fund Balance (March 24, 2011): 
2. Remaining Appropriation: 
3. Estimated Investment Repayment: 

($500 per month x 4 months) 
4. Less: Current Unfunded Projects and 

Applications: 
5. Cash Available before Expenses: 
6. Less: Expenses (I yr.): 
7. Projected Cash Available for New 

Projects in the Childcare Loan 
Fund as of June 30, 2011: 

$605,210.30 
(l.00 

2,000.00 

($242,919.00)* 
$364,291.30 

$0.00 

$ 364,291.30 

Childcare Loan Program Outstanding Loans & Commitments (January 19, 2011) Report: 

1. All Because of Children (Funded) $ 
2. Deborah Wallace (Funded) 
3. Door of Hope (Funded) 
4. Early Years, Inc. (Funded) 
5. Debbie Goluguri (Funded) 
6. Venessa Huelsman (Funded) 
7. Amy Taylor-Cornerstone Leaming Center (Funded) 
8. Diane Hellman-Kids Korner Cente~ (Funded) 
9. Stepping Stones Daycare (Funded) 

10. Beginnings Child Care Center (Funded) 
11. Amber Friez-First Step Leaming Center (To be Funded) 
12. Learning Universe (Funding Yet Available: $2,919) 
13. Connie Eberle (To be Funded) 
14. Juniors (To be Funded) 
15. Total: 

*Balances to be funded (March 24, 2011): 
1. Roxanne Cartwright: 10,000 
2. Amber Friez-First Step Learning Center: 100,000 
3. Connie Eberle: 30,000 
4. Learning Universe: 2,919 
5. Juniors: 100,000 
6. Total: $ 242,919 

68,985 
5,000 

100,000 
96,000 
4,000 
2,700 

77,000 
100,000 

35,000 
100,000 
100,000 

80,000 
30,000 

100 000 
$ 898,685 

Estimated Childcare Loan Program Funds that would be available for the new 
biennium beginning July 1, 2011, if no new funding requests were received from 
March 24, 2011 to June 30, 2011 would be $364,291.30. The NDDF was 
appropriated $1,250,000 to start the n.rw,program, which began July 1, 2009. If the 
NDDF receives the $250,000 in new appropriations that will be requested during the 
2011 Legislative Session and if approved,-the Development Fund would have 
funding available to start out the new:,biennium ofJnly 1, 2011 of $614,291.30. 

; 



• 
• Guidelines 

o Business Plans 

o Expansion 

o Safety 

o Special needs 

Childcare Grants 

March 24, 2011 

• Commerce has completed three rounds of grants 

o 1st 
round 96 grants awarded with 79 projects completed. (This round closed 

Dec2010) 

o 2nd round 65 awarded with 52 completed. 

o 3rd round 23 grants awarded. 

• Total grants awarded 184 

o 98 grants were awarded to the twelve largest cities. 

o 86 grants to smaller cities and towns. 

• Total dollars committed to date $456,00 

• Total dollars reimbursed $326,186 

• Business Plan grants -8, total dollars committed $45,397. 

• Map 

o 60 communities across the state received Childcare grants. 

• Additional childcare capacity 379 



., 
! 

Child Development Associate Certification 

Recommendation #5 from the Early Childhood Education section of the report from the 
North Dakota Commission on Education Improvement reads as follows: 

The Commission recommends funding for 125 scholarship grants to individuals 
working in the childcare industry who wish to obtain a Child Development 
Associate credential. At a cost of $1200 per person the total cost is $150,000. 
The Workforce Division of the Department of Commerce should be authorized to 
work with an organization capable of distributing and administering these grants. 

+ The Department of Commerce budget request contains $150,000 for continued 
delivery of training and assessment assistance as recommended by the Commission 
and the Governor. 

+ $1200 per person covers a significant portion of the training and assessment costs 
associated with acquiring CDA certification. Remaining costs are borne by the 
individual, which is seen as a way to enhance commitment to achieving certification. 

+ Candidates seeking to apply for CDA assessment must meet the following eligibility 
requirements: 
• Be 18 years of age or older 
• Hold a high school diploma or GED 
• Have 480 hours of documented experience working with children within the past 

five years 
• Have 120 clock hours of formal child care education within the past five years 

+ In North Dakota, CDA certification serves as an industry-recognized measure in 
qualifying for Child Care Center Director positions. CDA certification is encouraged 
for all child care providers. 

+ Continuing education is required to maintain certification, ensuring providers pursue 
ongoing learning. 

+ CDA is a step in the provider preparation process that enhances quality of child care 
and engages workers in viewing child care as a career option. 

+ Earning the Child Development Associate credential can motivate caregivers to 
continue education, and serve as a platform for professional and career 
opportunities. 

+ The National CDA Council works to ensure that CDA is a credible and valid 
credential, recognized by the profession as a vital part of a coordinated system of 
professional development. 
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• Department of Human Services Response - 3/29/2011 

Regarding $3.6M of ARRA funding provided for childcare in the 2009-11 biennium 
NDCC Chapter 50-11.1-14.1 

Department of Human Services has contracted for the below mentioned services with 2 providers -
Lutheran Social Services of North Dakota, and Lakes and Prairies Community Action. 

The ARRA funding must be obligated by September 2011. It is the Department of Human Services 

understanding all available ARRA funds will be obligated by June 30, 2011. 

Overall Description of Child Care Project 
The monies are being used to increase capacity and improve quality of childcare through the Growing Childcare 
Initiative. The Growing Childcare Initiative provides training for providers in coordination with consulting services, 
Child Development Associate scholarships to child care providers and employees of child care programs, and 
expanded professional development opportunities for child care providers, including the development of a training 
registry. The Initiative also includes specific recruitment efforts for new centers and family/group providers. The 
Growing Childcare Initiative was launched throughout the state on January 4, 2010. 

ActMtles Section of the December 31. 2010 Federal ARRA Report 
(The Morch quarterly report w/11 be submlttedwlthin the next couple weeks} 
The providers enrolled in the enhancement projects of the Growing Childcare Initiative continue to receive training 
in coordination with consultation services, and providers have received incentive funds for program improvement 
after completing each 40 hour block of training. Center directors enrolled in the enhancement program have 
completed more than 50% of the Aim for Excellence center director credential. Outreach and recruitment efforts 
continue. Five new child care centers have been licensed, adding 232 child care slots for children ages 0-5. 80 
family and group providers are currently working with CCR&R through the licensing process. The Growing Futures 
Registry is nearing completion, and final testing is being done on customized features. During this quarter, ten new 
on line Easy Reach courses have been developed, 37 face to face trainings were held, and one Eager to Learn online 
course was facilitated. 



Sixty-first Legislative Assembly of North Dakota 
In Regular Session Commencing Tuesday, January 6, 2009 

HOUSE BILL NO. 1418 
(Representatives Hawken, Martinson, Mueller) 

(Senators Fiebiger, Krebsbach, Wardner) 

AN ACT to create and enact a new section to chapter 50-11.1 of the North Dakota Century Code, 
relating to early childhood care workforce development, child care capacity, and quality 
improvement for early childhood facilities; and to provide an appropriation. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. A new section to chapter 50-11.1 of the North Dakota Century Code is created 
and enacted as follows: 

Workforce development • Quality improvement • Technical assistance • Capacity 
bullding. 

L The department shall provide voluntary. progressive training opportunities leading to 
credentials and shall provide supports for the early childhood care and education 
workforce. The department shall implement a registry to track workforce participation. 

2. The department shall implement a voluntary quality improvement process for licensed 
early childhood facilities. The department may provide a quality incentive payment and a 
higher reimbursement rate for child care assistance program payments to a participating 
early childhood facility. The department may provide technical assistance and support to 
an early childhood facility that applies for quality improvement and may provide financial 
incentives to an early childhood facility that sustains and increases program quality. The 
department may contract with a private, nonprofit agency to provide technical assistance 
under this subsection. 

3. The department may provide supports and incentives to build child care capacity. 
including: 

a. Technical assistance and support to individuals who want to establish a new program 
or expand existing capacity to include information on needs assessments, regulatory 
processes. facility design and furnishings. startup and operating budgets, staffing 
patterns, curriculum evaluation, and development of business plans. 

b. Grants to programs with a viable business plan to support early childhood facility 
development and expansion in areas with a demonstrated need. 

4. The department shall coordinate with other state agencies as necessary to implement the 
provisions of this section. 

SECTION 2. APPROPRIATION. There _is appropriated out of any moneys from federal funds 
made available to the state from federal action to provide funding to the states to stimulate the national 
economy or to address state fiscal recovery and other income, the sum of $3,644,000, or so much of 
the sum as may be necessary, to the department of human services for the purpose of implementing 
programs associated with early childhood care 'services under section 1 of this Act, for the biennium 
beginning July 1, 2009, and ending June 30, 201'1. 

SECTION 3. ADDITIONAL FUNDS. Subject to approval by the emergency commission and 
__ budget section, the department of human services may accept and spend federal or other funds in 



• 
H.B. No. 1418 - Page 2 

excess of those funds appropriated in section 2 of this Act for early childhood care programs, for the 
biennium beginning July 1, 2009, and ending June 30, 2011. 

l , 



• • • Prepared by the Legislauv.:' -Juncil staf 
for House Appropriations - Education ar 

Environment Division 

February 7 , 2011 

LISTING OF PROPOSED CHANGES TO HOUSE Bill NO, 1018 

Department - Department of Commerce 

Proposed funding changes: 

Description 
1 Add funding for tourism infrastructure grants (Approved by Committee) 

2 Add funding for a Minot Air Force Base Re-alignment grant (Approved by Committee) 

3 Remove funding for centers of excellence 

4 Provide funding for a grant program to repl~ce Centers of Excellence 

5 Add funding. for the recruitment, training, and retention of childcare service providers 

Total proposed funding changes 

General 
FTE Fund 

$1,000,000 

$250,000 

($13,000,000) 

($11,750,000) 

Special 
Funds 

To be determined. 

To be determined. 

~--~- io 

Total 

$1,000,000 

$250,000 

($13,000,000) 

($11,750,000) 

~~ ---. 
--::::--

-----
~ 

~ 
~ 

~ 
'-..... 
~ 
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HB1018 Childcare Funding: 
Development Loan Fund 
Grants for early childhood facilities 
Grants pursuant to NDCC 50-11.1-14.1 

---·-- -- ---·-···;;:;, .. .:,• .. ... - --- -

Development Loan Fund 
Grants for early childhood facilities 
Child Development -

Division of Energy 
COE- Eminent Researcher Recruitment Grant 
Re-allocate Great Plains Applied Energy Research Center funding 
Remaining GF Appropriation 

- . 

TOTAL 

- --- -- • -- ···a:., - - .:a,· --- .... - -- -- - 1 
Development Loan Fund 
Grants for early childhood facilities 
Child Development 

Division of Energy 
COE- Eminent Researcher Recruitment Grant 
Re-allocate Great Plains Applied Energy Research Center fundina 
Re-allocate biofuel blender bumps 
Remaining GF Appropriation 

TOTAL 

- -
250,000 Section 28 
100,000 Section 32 

5,000,000 New Section 

150,000 Section 28 
400,000 Section 32 
150,000 Section 31 

619,241 Section 12 
2,000,000 From Centers of Excellence $13 general fund appropriation Section 1 

65,000 
1,615,75g 

5,000,000 

150,000 
400,000 
150,000 

619,241 
2,000,000 

65,000 
740,000 
875,759 

5,000,000 

Section 21 
New Section 

Section 28 
Section 32 
Section 31 

Section 12 
From Centers of Excellence $13 general fund appropriation Section 1 
Section 21 
Section 10 
New Section 

---

l:ct---~, 
"- C> 

"\\.. ~ " '- '>-. ~ 
~ ~ 
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Growing Child Care in North Dakota 
Prepared by North Dakota Child Care Resource & Referral 
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North Dakota's 
child care shortage 
permeates the state 

Ill Oto 10%> 
Ill 11 to 25%> 

26 to 49% 

□ 50%> or more 
Counties over 50% 
continue to experience 
shortages for infants. 

North Dakota's child care shortage permeates the state. Child care industry standards suggest that a 
county's child care supply meet at least 50% of demand. As you can see on the map shown here, few 
counties meet this standard. 

North Dakota's thriving economy is driving the need for more child care. 
Options to meet the need the need for child care are not keeping up with demand. An intentional approach is 
needed if the supply of child care is going to meet the growing demand for care. 

Recruitment, Training and Retention Progress Report 
North Dakota's 2009 legislature passed one-time child care funding of $3.6 million for 
recruitment, training and retention to address the state's child care shortage. 

Recruiting New Child Care Business 
• ND currently has 1,422 child care businesses caring for 33,100 children. 

ND must add 8,000 spaces to reach 50% capacity 

• By June 30, 2011, CCR&R projects to recruit 120 new child care businesses, 
an addition of 1,370 spaces 

• To-date, CCR&R has recruited 109 new businesses, an addition of 1,710 potential spaces. 

Training the Child Care Workforce 
• CCR&R expanded on-line training to give the 4,800 child care workers 
the ability to access quality, affordable training. 

• In 2010, CCR&R doubled training numbers from 5,755 to 11,549 participants (duplicated numbers) 

• 190 scholarships have been awarded to individuals seeking their Child Development 
Associate Credential. 

Retaining Child Care Business 
• Annually, 17% (approximately 225) of child care businesses close 

I 

• By June 30, 2011, CCR&R projects to support 110 child care businesses 
(caring for 2,280 children) through training, technical assistance and incentives 

• To date, CCR&R has worked with 153 existing child care businesses caring for 4,295 children 
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Recruitment, Training and Retention Participation 
(as of January 31, 2011). · 
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CHILD CARE RESOURCE & REFERRAL 
. . 

, Child Care Resource & Referral ,s a prograin of Lutheran Socml Services 1n western North Dakota 
· ' , . : . and Lakes a!'d Prames Comi:']urnty A<:tion Partnership m easter!7 North Dakota 
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Technology-based Research 

2011-2013: $18 million 

Research COE 
(NDSU and UND) 

Entrepreneurship Centers 
(MiSU, DSU, VCSU, & MaSU) 

$13 million 

I 
Eminent Researcher 

Grants 

$± million 

\ 
Capstone 

Demonstration Project 
$4 million 

$4 million 

. -
Proposal A 

Entrepreneur 
Support 

$1 million 

Matching Equity 
Investments 

$1 million 

1. Additional funds related to the Capstone Demonstration Project may also included in HB 1006 
(Aeronautics Commission budget) and SB 2016 (Adjutant General budget) 

2. :Matching Equity Investments must be matched by $2 of angel fund investments for every state dollar. 
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CENTERS OF EXCELLENCE PROGRAM 

2011-2013: $20 million 

$18 million 
(COE Fund) 

$2 million 
{Workforce Fund) 

I \ 
Entre-preneurship COE 

(business incubators) 

Up to $5 million 

Research COE 
(NDSU and UND) 

$13 million 

I \ 
Eminent Researcher Infrastructure Grants 

Grants Up to $3 million 

Up to $2 million 

\ 
Workforce COE 

(2-year colleges) 

$2 million 

1. The Center of Excellence Commission oversees the COE Fund (proposed at $18 million). 
2. The Workforce COE Council oversees the Workforce Fund (proposed at $2 million). 
3. Unused funds for the Entrepreneurship COE, Eminent Researcher Grants and the Infrastructure Grants 

may be made available for Research COE Grants. 
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11.8160. 
Tille . 

Prepared by the Department of Commerce 

March 29, 2011 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1018 

Page 2, after line 4 insert: 

"Centers of excellence 

Page 2, replace line 26 with: 

"Centers of excellence 

Page 5, after line 27 insert: 

0 13,000,000 13,000,000" 

19,500,000 13,000,000" 

"Section 5. Amendment. Section 15-69-03 of the North Dakota Century Code is 
amended and reenacted as follows: 

15-69-03. (effeGti>~e thrau!Jh July 31, 2011) Centers of excellence commission. 
The centers of excellence commission consists of six members. The foundation shall appoint 
three of the foundation's members to serve on the commission and the board shall appoint 
three of the board's members to serve on the commission. The commission members shall 
designate a chairman and a vice chairman of the commission. Each member of the 
commission shall serve for a term of three years, beginning July first; may be reappointed for 
additional terms; and serves at the pleasure of the appointing entity. If a commission member 
ceases to serve as a member of the appointing entity, that member's membership on the 
commission ceases immediately and the appointing entity shall appoint a new member for the 
remainder of the term. Terms of commission members must be staggered. On a meeting-by­
meeting basis, an appointing entity may substitute a member of that appointing entity to serve 
in place of one of the regular members appointed by that entity. If the commission chairman 
and vice chairman are not present at a meeting, the commission members present at that 
meeting shall select a commission member to serve as chairman for that meeting. A 
commission member may receive compensation and travel and expense reimbursement from 
the appointing entity. The department of commerce shall provide the commission with 
appropriate staff services as may be requested by the commission." 

Page 6, line 3, remove the overstrike over "4-," 

Page 6, line 6, remove the overstrike over "assist with" 

Page 6, line 7, remove the overstrike over "F'ostawar:e rnoniloring as rnay so r0Elbl0slm:J sy tho 
sornrnission." 

Page 6, line 11, remove the overstrike over "~./' and remove the overstrike over "+l=\e 
sornrnission shall rnool as nesessary to" 

Page 6, line 14, remove the overstrike over "airest tho seF'arlmonl of sornrnorso" 

Page 6, line 15, remove the overstrike over "to" and remove "administer the centers of 
excellence program;" 

Page 7, line 16, after "e," add "g_,_" and remove the overstrike over "i;;or no fewer than six years 
ans no rnore than ten years following senter sesignation," 

Page 7, remove the overstrike over line 17 

Page 7, remove the overstrike over line 18 
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Page 7, line 30, remove the overstrike over "sommission's" and remove "department's" 

Page 8, line 1, remove the overstrike over "sommission" and remove "department" 

Page 8, line 2, remove "Effective on" 

Page 8, replace lines 3 through 6 with: 

'Instead of requiring annual audits under this subsection. the commission may require 
that the center be audited on all funds distributed to the center under this chapter at the 
halfway point of the postaward monitoring and at the end of the postaward monitoring 
and that for all other years during the postaward monitoring the center contract with an 
independent accountant for an agreed - upon procedures engagement. A center may 
use funds distributed to the center under this chapter to pay for audits required under 
this subsection or for an agreed-upon procedures engagement. At a minimum, an 
agreed-upon procedures engagement under subsection 2 must include: 

a. Verification of the accuracy of jobs data regarding jobs claimed related by the 
center, distinguishing between the creation of private sector jobs and jobs within 
the institution of higher education: 

b. Verification of compliance with the centers of excellence program matching fund 
requirements: 

c. Verification awarded center funds were used for authorized uses: 

~ Verification the center complied with the center's application timeline and any 
authorized revisions: 

e. Verification the center complied with the center's scope of activities as provided 
under the center's application and any authorized revisions: 

L. Review of a sample of center expenditures to verify the expenses were approved, 
supported with documentation. and made in accordance with the scope identified in 
the center's application: 

g_,_ Verification of a sample of labor charged to the center: and 

th Comparison of the center's application budget to the center's actual expenditures. 
including documentation ~xplaininq any material differences." 

Page 8, line 7, remove the overstrike over "sommission diFests the" and remove the overstrike 
over "lo distribYte" and remove "distributes" 

Page 8, line 8, remove the overstrike over "sommission" and remove "department" 

Page 8, line 20, remove the overstrike over "commission shall diFecl the" 3nd remove the 
overstrike over "to" and remove "shall" 

Page 8, line 22, remove the overstrike over "commission" and remove "department" 

Page 8, line 26, remove the overstrike over "commission may" 

Page 8, line 27, remove the overstrike over "diFesl that the" and remove "may" 

Page 8, line 28, remove the overstrike over "sommission" and remove "department" 

Page 9, remove lines 5 through 30 

Page 10, remove lines 1 through 7 

Page No. 2 11.8160. 
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Page 12, after line 12 insert 

"Section 12. A new section to chapter 54-60 of the North Dakota Century Code is 
created and enacted as follows: 

ce)nters~otlentrepreneu,rsniprexcenence~g·rants~r¾,tnE1~ci-epa,oortmentrsFta11;raBrrn·nJstet~'a1 

ceffiersl'6flentreprene'1Trsfii6fexcelleiiceTcj"rar\tlli"rogram!ilwhich shall provide grants to institutions 
under the control of the state board of hicjher education that are not research universities as defined 
by section 13 of this Act. The centers of excellence commission. established under chapter 15-69. 
shall make grant award determinations under this section. Appropriate use of funds includes grants 
to establish new entrepreneurial centers within eligible institutions or enhance the ability of existing 
entrepreneurial centers to assist entrepreneurs in growing their businesses. The department shall 
work with the centers of excellence commission in establishing guidelines to qualify for a grant 
under this section which may include preference for an applicant that establishes the availability of 
matching funds. The centers of excellence commission shall consider how a proposed grant award 
would help achieve the goals outlined in the North Dakota economic development strategic plan. 

Section 13. A new chapter to title 54 of the North Dakota Century Code is created and 
enacted as follows: 

Definitions. 

In this chapter. unless the context otherwise requires: 

.1. "Center" means a center of research excellence that has been designated under 
this chapter. 

2. "Commission" means the centers of excellence commission as defined under 
chapter 15-69. 

3. "Department" means the department of commerce. 

4. "Industry cluster" means one of the following industries: 

.1h Advanced manufacturing: 

!2.,. Energy: 

c. Information and technology: 

fl Tourism: 

e. Value-added agriculture: or 

L An industry, including the aerospace industry. specifically identified by the 
department of commerce as an industry that will contribute to the gross state 
product. 

5. "Infrastructure" means new building construction or major building renovation. The 
term does not include a purchase of equipment or remodel of an existing building. 

6. "Research university" means an institution under the control of the state board of 
higher education which has a full-time student enrollment in excess of nine 
thousand students. 

Centers of research excellence - Application - Eligibility. 

Page No. 3 11.8160. 



• 

• 

1. The department shall establish a centers of research excellence program. The 
commission shall make funding award determinations under this program. A center 
must be a research university or a nonprofit university-related or college-related 
foundation of a research university which is working in partnership with the private 
sector. 

2. The department shall provide center application forms, accept applications. review 
applications for completeness and compliance with commission policy, forward 
complete applications to the commission in accordance with guidelines established 
by the commission. and assist with preaward reviews and postaward monitoring as 
may be requested by the commission. No more than.two applications per campus of 
a research university institution may be submitted to the department for each round 
of center funding. 

3. The commission shall meet as necessary to review all complete applications; 
consider the potential need for independent. expert review of complete applications; 
approve or disapprove complete applications; make funding award 
recommendations for commmission-approved proposed centers; direct the 
department to distribute funds to the centers; monitor centers for compliance with 
award requirements; review.changes in assertions made in center applications; and 
conduct postaward monitoring of centers. 

4. In considering whether to approve or disapprove a center application. the 
commission shall determine whether the applicant has conducted the due diligence 
necessary to put together a viable proposal. the commission shall determine 
whether the applicant has provided information in the application which clearly 
outline how the matching fund requirement will be met. and the commission shall 
consider whether the center will: 

§_,_ Use university research to promote private sector job growth and expansion of 
knowledge-based industries or use university research to promote the 
development of new products. high-tech companies. or skilled jobs in this state; 

Q.,_ Create high-value private sector employment opportunities in this state; 

c. Provide for public-private sector involvement and partnerships; 

g_,_ Leverage other funding: including cash from the private sector; 

e. Promote the commercialization of new products and services in industry 
clusters: 

t. Become financially self~sustaininq; and 

g,_ Establish and meet a deadline for acquiring and expending all public and private 
funds specified in the application. 

~ In considering whether to approve an application, the commission may provide for 
an independent. expert review of the application to determine whether the proposed 
center is viable and whether the proposed center is likely to have the desired 
economic impact. As necessary, the commission may contract for additional 
technical review of applications. The commission may not approve an application 
unless the commission determines the proposed center has a high likelihood of 
viability and success in positively impacting economic development in the state. 

Page No. 4 11.8160. 
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6. The board rules adopted under subsection 9 of section 15-10-17. relating to 
ownership of intellectual property. inventions. and discoveries. must address 
activities and issues unique to centers. 

Use of funds• Terms of funds• Distribution of funds Post award monitoring. 

1,_ A center shall use center grant funds to enhance capacity and leverage state. 
federal. and private sources of funding. A center awarded center funds under this 
chapter may not use the funds for infrastructure. to supplant funding for current 
operations or academic instructions. or to pay indirect costs. 

£. For no fewer than six years and no more than ten years following center 
designation. the commission' shall monitor the center's activities in order to 
determine whether the center is having the desired economic impact. 

3. As a condition for receipt of funds under this chapter, a center shall agree to provide 
the board. foundation. and budget section of the legislative management with 
annual audits on all funds distributed to the center under this chapter. The annual 
audits must be provided until the completion of the commission's postaward 
monitoring of the center. As a condition for receipt of funds under this chapter. a 
center shall agree to provide the commission with the information necessary to 
monitor the postaward activities of the center. Instead of requiring annual audits 
under this subsection. the commission may require that the center be audited on all 
funds distributed to the center under this chapter at the halfway point of the 
postaward monitoring and at the end of the postaward monitoring and that for all 
other years during the postaward monitoring the center contract with an 
independent accountant for an agreed - upon procedures engagement. A center 
may use funds distributed to the center under this chapter to pay for audits required 
under this subsection or for an agreed-upon procedures engagement. At a 
minimum. an agreed-upon procedures engagement under this subsection must 
include: 

a. Verification of the accuracy of jobs data regarding jobs claimed related by the 
center. distinguishing between the creation of private sector jobs and jobs 
within the institution of higher education; 

Q,. Verification of compliance with the centers of excellence program matching 
fund requirements; ' 

c. Verification awarded center funds were used for authorized uses· 

g,. Verification the center complied with the center's application timeline and any 
authorized revisions: 

e, Verification the center complied with the center's scope of activities as provided 
under the center's application and any authorized revisions: 

[_ Review of a sample of center expenditures to verify the expenses were 
approved, supported with documentation. and made in accordance with the 
scope identified in the center's application; 

a. Verification of a sample of labor charged to the center; and 

h. Comparison of the center's application budget to the center's actual 
expenditures. including_ documentation explaining any material differences, 
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4. Before the commission directs the department to distribute center funds awarded 
under this chapter. the center shall provide the commission with detailed 
documentation of private sector participation and the availability of two dollars of 
matching funds for each dollar of state funds to be distributed. Of the two dollars of 
matching funds. at least one dollar must be cash. of which at least fifty cents must 
be from the private sector. The matching funds may include funds facilitated through 
the collaboration of the private sector participants with other funding entities. The 
noncash matching funds may include in-kind assets with itemized value. Private 
sector participation may be established through equity investments or through 
contracts for services with private sector entities. In making funding 
recommendations and designation determinations. the commission shall give major 
consideration to the portion of the matching funds provided in cash by the private 
sector. 

5. The commission shall direct the department to distribute the center funds awarded 
under this chapter in disbursements consistent with the center's budget and 
timeframe outlined in the approved award. The commission may not direct 
distribution of center funds under this chapter if there are no private sector partners 
participating or if the statutorily required matching funds are not available. 

6. If, before center funds are distributed by the department. a center undergoes a 
change in the terms of or assertions made in its application, the commission may 
direct that the department withhold all or a portion of any undistributed funds 
pending commission review of the changes. 

7. The commission may use funds appropriated for the centers of research excellence 
program to pay for the commission's administrative expenses . 

Eminent researcher recruitment grants. As part of the centers of research excellence 
program, the department of commerce shall establish and administer an eminent researcher 
recruitment grant program to provide challenge grants to raise funds to be used by research 
universities and foundations established to further the work of such research universities in 
attracting eminent researcher to join the faculties of the research universities. Under this 
program. the commission shall make grant award determinations. The commission shall adopt 
standards relative to the award of a grant under this section which must require that a 
foundation contribute at least fifty percent and not more than seventy-five percent of the total 
amount the commission deems necessary to attract an eminent researcher. The commission 
may revise the contribution formulas at any time in order to maximize the benefits that may 
result from recruiting one or more eminent researcher in the biennium and depending on the 
total funds available to the grant program. In determining whether to make a grant award under 
this section, the commission may consider the existing programs of the North Dakota university 
system. the necessity for such an eminent researcher, and any duplication the recruitment of 
the eminent researcher might cause. The department shall work with the centers of excellence 
commission in establishing guidelines to qualify for a grant under this section. 

Centers of research excellence fund • Continuing appropriation . 

The centers of research excellence fund is a special fund in the state treasury. All 
moneys in the centers of research excellence fund are appropriated to the department of 
commerce on a continuing basis for the purpose of implementing and administering this 
chapter. Interest earned on moneys in the fund must be credited to the fund." 

Page 12, remove lines 27 through 31 

Page 13, remove lines 1 through 14 
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Page 13, line 15, remove "AWARD EQUITY" 

Page 13, line 16, replace "department" with "North Dakota development fund, incorporated," 
and remove "equity" 

Page 13, line 17, remove "equity" and after "investments to" insert "startup stage" 

Page 13, line 18, remove "award" 

Page 13, line 19, remove "equity" 

Page 13, line 23, replace "Have a legal structure that was established following comprehensive 
vetting," with "Meet underwriting guidelines as established by the North Dakota 
development fund, incorporated." 

Page 13, remove line 24 

Page 13, line 26, replace "department" with "North Dakota development fund, incorporated," 

Page 13, line 30, remove "equity" 

Page 14, line 1, remove "award equity" 

Page 14, line 16, replace "Up to $665,000 of the" with "The" 

Page 14, line 20, replace "$600,000" with "$4,000,000" 

Page 14, line 21, replace "a grant to assist in the acquisition of the antiballistic missile site at 
the Stanley R. Mickelson" with ''9~~'fs°tqfi]ir,ill;~r~lite'µ'~JjJfil~g~!i'f'il;'.~jg'Th."5!] under 
section 12 of this Act." 

Page 14, line 22, remove "safeguard complex in Nekoma." and replace "department of 
commerce may use up to $65,000" with "office of management and budget shall 
transfer $1,000,000" 

Page 14, line 23, replace "for grants to child care service providers for workforce development, 
quality improvement," with "to the North Dakota development fund, incorporated, for 
the purpose of providing investments to startup stage technology-based businesses 
under section 14 of this Act." 

Page 15, after line 13 insert: 

"Section 23. TRANSFER - CENTERS OF RESEARCH EXCELLENCE FUND. The 
office of management and budget shall transfer the amount appropriated in the centers of 
excellence line item in section 1 of this Act to the centers of excellence fund for the purpose of 
implementing and administering the centers of research excellence grants for the biennium 
beginning July 1, 2011, and ending June 30, 2013. The department of commerce may use up 
to $1,000,000 of the funds transferred to the centers of excellence fund for eminent researcher 
recruitment grants." 

Page 16, after line 15 insert: 

"Section 26. CENTERS OF RESEARCH EXCELLENCE LIMITED DEPLOYMENT­
COOPERATIVE AIRSPACE PROJECT GRANT. The department of commerce may use 
$4,000,000 of the funds transferred to the centers of research excellence fund in section 23 of 
this Act for grants to the North Dakota university system's research institutions for the purpose 
of leveraging private and federal funding to advance state opportunities associated with a 
limited deployment-cooperative airspace project in the state during the biennium beginning July 
1, 2011, and ending June 30, 2013. The commissioner of commerce shall develop application 
criteria; review submitted applications; and recommend applications for approval to the centers 
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of excellence commission. Grants made under this section are exempt from section 13 of this 
Act." 

Renumber accordingly 
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