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“The North Dakota Development Fund 
is a valuable financing tool for North 
Dakota businesses, providing a strong 

return on investment for taxpayers 
and contributing significantly to 

job creation. As we continue to grow 
our economy and create economic 
opportunities for our citizens, it 
is important that we provide the 
financing support for start-up or 
expansion projects in our state.”

– Jack Dalrymple, Governor

Jack Dalrymple
Governor

Al Anderson 
Commissioner

ND Department of Commerce

The Following Development Fund  
staff Facilitates This process

Dean Reese, CEO
701-328-5334  |  dreese@nd.gov 
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Al Anderson |  Bismarck
Commissioner of ND Department of Commerce
Agency Sector

north Dakota Development Fund 
Board members

The Governor appoints an eight-member Board of Directors that  
oversees the North Dakota Development Fund. Each member  
represents a different business sector from the state.



about the north Dakota Development Fund

The North Dakota Development Fund was created through 
legislation in 1991 as an economic development tool. It provides 
flexible gap financing through debt and equity investments for new 
or expanding North Dakota primary sector businesses.

The Development Fund makes investments of up to $300,000.  
The Board of Directors may adjust the limit when deemed 
appropriate. In general, the following criteria apply to Development 
Fund investments:

• The entrepreneur must have a realistic financial commitment 
at stake. Usually, principals are required to have a minimum 
of 15 percent equity in the project.

• Refinancing of debt is not eligible.

• Principal shareholders with 20 percent or greater ownership 
are generally required to guarantee the debt. Other 
shareholders may also be required to guarantee.

• The Development Fund will not participate in more than  
50 percent of a project’s capitalization needs.

• Financing is available to any primary sector business project 
with the exception of production agriculture.

• Primary sector includes individuals and businesses which, 
through the employment of knowledge or labor, add 
value to a product, process or service which results in the 
creation of new wealth. Primary sector includes tourism and 
specific types of investor-owned agriculture, and is typically 
businesses such as manufacturers, food processors or export 
service companies. Investor-owned agriculture includes 
livestock feeding or milking operations, or other value-added 
agriculture located apart from an individual farm operation 
that is professionally managed and has employees. 

Loan and equity programs managed by the North Dakota 
Development Fund include: 

• North Dakota Development Fund
• Regional Rural Revolving Loan Fund
• Rural Incentive Growth Loan Program
• Small Business Technology Program
• Child Care Loan Program
• New Venture Capital Program
• Entrepreneur Loan Program 
• Entrepreneurial Center Loan Program

Please contact the North Dakota Development Fund or visit  

www.NDDevelopmentFund.com for additional information  

on the programs listed above.
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The Development Fund invested $7,114,904 in 28 primary sector and child care 
businesses from July 1, 2011 to June 30, 2012. The Development Fund has provided 
gap financing in which investments, since inception, have reached $97 million.

With the Development Fund’s dollars invested, there has been $107,286,856 
leveraged from other financing institutions resulting in a $15.08 to 1 ratio - for every 
Development Fund dollar invested, $15.08 was invested from other sources.

The investments made by the Development Fund in 2011 to 2012 contributed to the 
projected creation of 152 jobs in the primary sector.

The Development Fund reported an estimated June 30, 2012 fiscal year-end operating 
income of $414,225 before bad debt expense, as compared to $498,877 for the 
fiscal year-end 2011. The decrease in income is attributable to a decrease in interest 
income on loans and an increase in bad debt expense. The Development Fund saw an 
increase in general and administrative expenses of ($22,923) from 2011 to 2012. The 
Development Fund continues to pay all costs of operating the fund including salaries 
and benefits. The increase in administrative expense was attributable to an increase 
in salary expense and repo expense from 2011 to 2012. The cash flow generated from 
principal and interest collections remains strong at $6.3 million. The Development Fund 
continues to be a “revolving” loan fund as it has collected $9.8 million the past two 
years, which in turn can be used for future loan and equity investments.

Net loss before nonoperating revenues (expense) declined by $218,614 from 
($16,011) in 2011 to ($234,625) in 2012. The decline in the net loss was due mainly 
to the decrease in interest income and an increased allocation to bad debt expense for 
the year. 

Since the inception of the Development Fund, it has invested $97 million in 519 
companies with over $30.8 million invested in rural communities. The investments 
made by the Development Fund have contributed to the projected creation of 10,389 
primary sector jobs. The Development Fund helped 12 start-up businesses begin 
operations in North Dakota in 2011 to 2012. Of the 12 start-up businesses, five were 
in rural communities.

The economic activity continued to be strong in North Dakota in 2012 as compared 
to the national economy. In providing flexible financing, the Development Fund helped 
primary sector businesses start-up or expand, which in turn created new jobs and 
generated new revenues. This report includes highlights of 2012 along with the 
accompanying financial statements.

     Dean Reese, CEO
     North Dakota Development Fund

“The investments made by the 

Development Fund 

in 2011 to 2012 contributed to 

the projected creation of

152 jobs in the primary sector.”
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The Development Fund invested in 28 projects from 2011-12. 
The number of projects funded to date are on track to meet  

or exceed the number of projects from the last biennium 
(2009-2011).

Growth in Development Fund projects
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The Development Fund collected $6.4 million in 2011-12, averaging 
$5.2 million in collections in the past eight years. The Development 

Fund continues to revolve and the funds collected continue to be used 
to fund future loan and equity investments in the state.

Development Fund investment locations
from july 1, 2011 to june 30, 2012

DF– Development Fund Projects    |   RR – Regional Rural Revolving Loan Fund Projects   |   CC – Child Care Loans
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28 Businesses Benefited from north Dakota Development Fund 
investments from july 1, 2011 to june 30, 2012

DevelopmenT FunD
Aldrich Metal Supply Company Bismarck  $ 137,500 
Carbontec Energy Corporation Bismarck  $ 333,333 
DKX Advanced Manufacturing Bismarck  $ 50,000 
Baker Boy Bake Shop, Inc. Dickinson  $ 800,000 
Boost Information Systems, Inc. Fargo   $ 300,000 
Cargill, Inc. Fargo  $ 2,000,000 
Dog IDs Fargo  $ 87,500 
IDA of Moorhead Corporation Fargo  $ 150,000 
Leikas Group, LLC Fargo  $ 50,000 
Loyalty Builders, Inc. Fargo  $ 300,000 
Pedigree Technologies, LLC Fargo  $ 750,000 
American Defense Ind. Grand Forks  $ 140,993 
Ideal Aerosmith, Inc. Grand Forks  $ 200,000 
Midwest Energy Emissions Grand Forks  $ 125,000 
Next Healthcare, Inc. Grand Forks  $ 150,000 
Telpro, Inc. Grand Forks  $ 25,000 
Zachmeier Manufacturing, Inc. Mandan  $ 100,000 
Accuity Medical International, Inc. Wahpeton  $ 150,000 
Fixes 4 Kids, Inc. Wahpeton  $ 300,000 
Streamline, Inc. Wahpeton  $ 62,500 
BNG Technologies, LLC West Fargo  $ 90,000 

reGional rural revolvinG loan
Tuff-E Manufacturing Carson  $ 150,000 
Sheyenne Tooling and Mfg, Inc. Cooperstown  $ 150,000 
Killdeer Mountain Mfg. Killdeer  $ 300,000 
Firehouse Ribs Medina   $ 114,000 

ChilD Care loan
Perfect Start Daycare Bismarck  $ 25,000 
Rachel’s Daycare, LLC Bismarck   $ 18,000 
Tiny Tykes, Inc. Wahpeton  $ 56,078
 

                                                   ToTal    $ 7,114,904
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Loyalty Builders, Inc. — Fargo
DEVELOPMENT FUND

Loyalty Builders is a marketing analytics software company 
that allows retailers and other merchants to use data 
from customer behavior and transactions to help predict 
customers’ future purchases and increase revenue. 

Loyalty Builders sells its software across the country, and 
President Dennis Erdle said the new Fargo location was 
a great fit for the company to expand its operations due 
to the talent available from the North Dakota University 
System and assistance from the Development Fund.

“The Fund gave us the confidence to open here, because 
to have the support of the North Dakota business 
community was critical in helping us open the office,”  

Erdle said. “It’s doing a great job of helping the business 
climate get going.”

The funds allowed Loyalty Builders to set up the Fargo 
office, hire six employees and market the business. 
The company offers a variety of advanced marketing 
techniques to its clients as well as a library of resources  
to learn more about customer behavior.

Erdle said there is a high demand for these types of 
analytics, particularly because many customers will 
experience up to 20 times the return on investment 
compared to traditional marketing methods.

Tuff-E Manufacturing — Carson
REgiONaL RURaL REVOLViNg LOaN

A dozen years ago, Peter Reis purchased Tuff-E 
Manufacturing, a steel fabrication and manufacturing 
business in Carson. He employed three full-time staff and 
focused primarily on livestock equipment. Today, he employs 
34 full-time employees to handle the manufacturing of 
hopper bottom grain bins and oil field production tanks. 

To keep up with demand, Tuff-E Manufacturing expanded its 
building space to provide additional room for its fabrication 
work. The local bank assisted with the start of Tuff-E 
Manufacturing’s expansion, but Reis said his company 
eventually got into a cash flow crunch and required 
more funding than what the bank could offer. The bank 
recommended Reis consider the Development Fund.

“This was a really difficult project to get done, and the 
people at the Development Fund got it done in a very short 
period of time and made it come together,” Reis said.  
“To be honest, it was a lifesaver.”

The Development Fund not only brought the 7,200 
square foot addition to completion, it gave hope to 
a small-town businessman.

“There are a lot of businesses in North Dakota where 
people have a lot of vision and drive to make a business 
expand, but don’t have the capital means to do it,” Reis 
said. “I think it’s great that North Dakota has something like 
the Development Fund to help do that, because without it, 
I don’t know that our business would have progressed to 
where it is today.”
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Tiny Tykes, Inc. — Wahpeton
CHiLD CaRE LOaN

Justin and Jamie Neppl needed more space for their growing 
Tiny Tykes daycare business in Wahpeton, so they purchased 
an additional building increasing their capacity from 18 to 49 
children. The move was made possible by the Development 
Fund which provided working capital, additional equipment 
and property improvements. 

“It provided more opportunity since it helped us to make that 
next move to the next place,” Justin Neppl said. “Many of our 
families are on childcare assistance so that income comes 
in a month behind. We almost have to front payroll for two 
months before our accounts receivable starts catching up,  
so having that working capital helps out quite a bit.”

The new location required some renovations, so the 
Development Fund assisted with costs to install new 
windows throughout, a more efficient HVAC system and  
to remove trees on the property.

“It’s nice when parents are complimenting the things and 
noticing we’re trying to improve the childcare, the building,” 
Jamie Neppl said. “(After the improvements), the space 
opened up and it was more welcoming.”

Dog IDs — Fargo
DEVELOPMENT FUND

Dog IDs produces personalized dog collars and custom dog identification 
tags to promote dog safety and responsible dog ownership. Strictly web-
based, the Fargo company offers a large selection of unique designs for 
man’s best friend.

The Development Fund provided working capital to develop the website and 
hire additional staff. It also assisted with their marketing efforts and the 
purchase of equipment to keep up with customer demand.

“Without the Development Fund, we would have had to say no to some of the 
opportunities we capitalized on in the past year,” said co-owner Clint Howitz. 
“It supported our growth in general to fulfill the large sales spikes we had at 
various times.”
 
Howitz predicts even faster growth ahead, so the funding is critical for 
continued success.

“A large portion of our expenses are non-tangibles such as web and software 
development which is extremely difficult to finance,” Howitz said. “Without 
the Development Fund backing us, we most likely wouldn’t have found the 
financing we needed via traditional lending institutions, and our business 
development progression would have been much slower over this last year.”
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Firehouse Ribs — Medina
REgiONaL RURaL REVOLViNg LOaN

DEVELOPMENT FUND

Next Healthcare, Inc. — Grand Forks

Firehouse Ribs may be tucked away in a small town, but 
business is far from small. The Medina-based production 
facility and restaurant sells smoked ribs and pulled pork 
along with their signature barbeque sauces nationwide.
 
“I’m a small town girl and I fall in love with small towns,” 
said co-owner Tracy Frank. “Then I get there and try to work 
with them and do as much as I possibly can and I thought 
Medina would be a good place to do that.”

There is no doubting her commitment as she and fellow 
owner Robert Heier commute 80 miles each day from Valley 
City to run the business. Medina’s old meat locker plant was 
a perfect fit, even at only 970 square feet – the smallest 
USDA-inspected plant in the state. 

When seeking the perfect location for a biotechnology 
service, founder Vin Singh chose Grand Forks, opening Next 
Healthcare, Inc. in early March. Singh said North Dakota’s 
central location, low costs and access to the University of 
North Dakota’s excellent bioscience program and medical 
school made the decision an easy one. By providing tissue 
and cell storage solutions to the general public, Next 
Healthcare, Inc. utilizes technology to allow people to 
potentially treat their diseases or conditions with their  
own cells.

Singh has received a good response to his company’s 
services since it became fully operational in July.  
The Development Fund assisted Next Healthcare, Inc.  
with lab operating expenses.

“We had to set up a GMP [Good Manufacturing Practice] 
lab, which is the highest quality standard,” Singh said. 
“That takes time, people and resources to make happen. 
The funds enabled us to launch our lab operation and 
commercialize our service.”

Next Healthcare, Inc. hopes to expand its network of 
doctors and customer base, as well as lab operations.

“Currently we have a network of doctors that offers the 
service to their patients,” Singh said. “Now we’re starting to 
go directly to consumers, educating them about the service 
and its benefits so they can then go to their doctor and ask 
them to offer it as a service to their other patients.”

“We push a lot of product out of here,” Frank said. “The 
Development Fund allowed us to double and triple up on 
equipment and now we’re at almost one and a half times 
our normal production, so instead of making 3,000 pounds 
per day, we can almost do 7,000.”
 
The business has even built a relationship with Walmart. 
The retail giant currently carries Firehouse Ribs products 
within the tri-state area, but by January the label will go 
nationwide. It’s a big leap from where Frank and Heier 
stood prior to the Development Fund loan. “It was nerve 
wracking for a while because if we would not have been 
able to expand, we would have been shutting our doors,” 
Frank said. “We would have been just another closed-down 
small business.”
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Independent Auditor’s Report 
 
 
Governor of North Dakota 
The Legislative Assembly 
 
Board of Directors 
North Dakota Development Fund, Inc. 
Bismarck, North Dakota 
 
 
We have audited the accompanying basic financial statements of the North Dakota Development Fund, 
Inc. a component unit of the State of North Dakota, as of and for the years ended June 30, 2012 and 2011, 
as listed in the table of contents. These financial statements are the responsibility of the Fund's 
management. Our responsibility is to express an opinion on these financial statements based on our audit.  
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and the significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 
 
As discussed in Note 1, the financial statements of the North Dakota Development Fund, Inc. are intended 
to present the financial position, changes in financial position, and the cash flows of only that portion of 
the financial statements of the State of North Dakota that is attributable to the transactions of North 
Dakota Development Fund, Inc. They do not purport to, and do not, present fairly the financial position of 
the State of North Dakota as of June 30, 2012 and 2011, the changes in its financial position or, where 
applicable, its cash flows for the years then ended in conformity with accounting principles generally 
accepted in the United States of America. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the North Dakota Development Fund, Inc. as of June 30, 2012 and 2011, and the 
respective changes in financial position and cash flows thereof for the years then ended in conformity 
with accounting principles generally accepted in the United States of America. 
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In accordance with Government Auditing Standards, we have also issued a report dated October 25, 2012 
on our consideration of the North Dakota Development Fund, Inc.’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of our audit. 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 13 through 16 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements taken as a 
whole. The accompanying supplementary information on pages 17 through 33 is presented for purposes 
of additional analysis and is not a required part of the financial statements. The supplementary 
information is the responsibility of management and was derived from and relate directly to the 
underlying accounting and other records used to prepare the financial statements. The information has 
been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the information is fairly stated in all material respects in 
relation to the financial statements as a whole. 
 

 
 
Bismarck, North Dakota 
October 25, 2012 
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North Dakota Development Fund, Inc. 
Management’s Discussion and Analysis 

June 30, 2012 
 
 
The discussion and analysis of the financial performance of the North Dakota Development Fund that follows is 
meant to provide additional insight into the Development Fund’s activities for the year ended June 30, 2012. 
Please read it in conjunction with the Development Fund’s financial statements and footnotes, which are 
presented within this report. 
 
Financial Highlights 
 
Total revenue increased by $910,328 (93.20%) to $1,887,396. Operating revenues decreased by $62,572 (6.95%) 
to $835,092. Cash flow increased by $2,801,754 (79.25%) to $6,336,733. The Fund collected $4,832,119 in 
principal payments in 2012, which was an increase of $2,424,208 (200%) from 2011. The increase in total 
revenues and operating revenues was attributable to additional payouts of loans on the books of the North Dakota 
Development Fund.  
 
The Development Fund received $162,738 in dividend payments in 2012 from equity investments made, an 
increase from the $109,128 received in dividend payments in 2011. The increase was attributable to additional 
payments received in dividend payments to the Development Fund in 2012 as compared to 2011.  
 
General and administrative expense increased by $22,923 (5.76%) from $397,944 in 2011 to $420,867 in 2012.  
The increase in administrative expense was attributable to an increase in salary expense and repo expense from 
2011 to 2012. 
 
Operating loss before non-operating revenues and expenses increased by ($218,614) from ($16,011) in 2011 to 
($234,625) in 2012. The decline in the operating loss in 2012 was attributable to an increase in reserve for bad 
debt expense and an increase in general and administrative expense in 2012 as compared to 2011 in addition to 
the reduction in operating revenues from $897,664 in 2011 to $835,092 in 2012. 
 
Interest income on deposits decreased by $27,100 (34.50%) from $79,404 received in 2011 to $52,304 received in 
2012.  The decrease was the result of decreased interest rates received on the investments being made in 
certificates of deposit at the Bank of North Dakota. 
 
Change in net assets increased by $754,286 from $63,393 in 2011 to $817,679 in 2012. The increase was 
attributable to the Development Fund receiving an appropriation from the North Dakota Legislature in the amount 
of $1 million dollars for a new funding program called the Small Business Technology Program in July of 2011.   
 
Net assets increased by $817,679 from $23,142,094 in 2011 to $23,959,773 in 2012. The increase was  
attributable to the Development Fund receiving an appropriation from the North Dakota Legislature in the  
amount of $1 million dollars for a new funding program called the Small Business Technology Program. 
 
Noncurrent net assets (excluding equipment) increased by $1,540,281 from $7,841,863 in 2011 to $9,382,144 in 
2012. The noncurrent assets consist of the Development Fund’s loan and equity investments. The equity 
investments made decreased by $815,502 from 2011 to 2012. The equity investments that were charged off 
during 2012 were $662,324 as compared to $370,800 in 2011. The loan investments made increased by 
$2,525,778 from 2011 to 2012. The loan investments that were charged off during 2012 were $280,547 as 
compared to $228,327 in 2011. The Development Fund saw a decline in equity requests in 2012, but saw an 
increase in requests for loans. Also included in the loan investment balance were loans closed under the new 
Child Care Loan Program created by legislative intent and an appropriation from the legislative session in 2009 
and became effective July 1, 2009. 
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North Dakota Development Fund, Inc. 
Management’s Discussion and Analysis 

June 30, 2012 
 
 
Interest receivable on deposits and loans decreased by ($3,879) to $70,007. The receivable remained stable in 
2012 due to the continued improved monitoring of past due accounts and not having to put additional accounts on 
non-accrual. 
 
Cash and cash equivalents increased by $7,052,795 (250%) to $11,703,160 (cash balance is before loan and 
investment commitments). The increase in cash and cash equivalents was attributable to less dollars being 
invested in certificate of deposits due to the reduction in CD rates and wanting to put the funds to work in primary 
sector businesses in the State of North Dakota. The investment account (which includes certificate of deposit 
investments) decreased by $8,235,534 from $9,236,500 in 2011 to $1,000,966 in 2012. 
 
The Development Fund invests their excess funds into longer-term deposits for a higher rate of return to coincide 
with the funding commitments made by the Development Fund to companies for loans and equity investments, 
which are not required to be funded in the short-term. But, due to the low rate of interest being offered on 
certificate of deposits on a longer term, the Development Fund has kept the excess funding liquid in saving 
accounts and putting the funds to work in loan and equity investments to primary sector businesses in the State  
of North Dakota. 
 
Twenty-eight projects were funded totaling $7,114,904. 
 
Required Financial Statements 
 
The discussion and analysis are intended to serve as an introduction to the Development Fund’s financial 
statements. The financial statements of the Development Fund provide accounting information similar to that of 
many other business entities. The Balance Sheet summarizes the assets and liabilities, with the difference between 
the two reported as net assets. It also serves as a basis for analysis of the soundness and liquidity of the 
Development Fund. The statement of Revenues, Expenses and Changes in Net Assets summarize the 
Development Fund’s operating performance for the year. The statements of Cash Flows summarize the flow of 
cash through the Development Fund as it conducts its business. 
 

Condensed Balance Sheet 
June 30, 2012 and 2011 

 
Assets   2012 2011 2010

Current assets 15,841,282$       16,563,884$       17,207,305$       

Noncurrent assets 9,382,144           7,841,863           7,234,496           

Total assets 25,223,426$       24,405,747$       24,441,801$       

Net Assets

Current liabilities 1,263,653$         1,263,653$         1,363,100$         

Unrestricted 23,959,773 23,142,094 23,078,701         
Total net assets 23,959,773 23,142,094 23,078,701         

Total liabilities and net assets 25,223,426$       24,405,747$       24,441,801$       
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North Dakota Development Fund, Inc. 
Management’s Discussion and Analysis 

June 30, 2012 
 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents consist of cash deposits with the Bank of North Dakota and are included in the current 
assets section of the balance sheet. Additional discussion of cash and cash equivalents can be found in Note 2 to 
the financial statements. 
 
Equity Investments 
 
Equity investments consist of capital investments in new or expanding primary sector businesses in or relocating 
to North Dakota and are included in noncurrent assets. Additional discussion of equity investments can be found 
in Notes 4 and 5 to the financial statements. 
 
Loans Receivable 
 
Loans receivable consist of loans to new or expanding primary sector businesses in or relocating to North Dakota 
and are included in current and noncurrent assets in the balance sheet. Additional analysis of loans receivable can 
be found in Notes 6 and 7. 
 

Condensed Statement of Revenues, Expenses and Changes in Net Assets 
for the Year Ended June 30, 2012 and 2011 

 

 
 
 
 
 
 
 
 
 
 
 
 

2012 2011 2010
Operating Revenues

Interest income on loans 584,339$               584,757$               660,760$               
Dividend income 162,738                 109,128                 149,679                 
Gain on sale of investment 8,214                     93,542                   -                             
Other 79,801                   110,237                 55,118                   

835,092                 897,664                 865,557                 

Nonoperating Revenue
State appropriations 1,000,000              -                             -                             
Interest income on deposits 52,304                   79,404                   91,968                   

1,052,304              79,404                   91,968                   

Total Revenue 1,887,396              977,068                 957,525                 
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North Dakota Development Fund, Inc. 
Management’s Discussion and Analysis 

June 30, 2012 
 
 

 
 
 

2012 2011 2010

Operating Expenses
General and administrative 420,867                 397,944                 386,615                 
Depreciation expense -                             843                        766                        
Bad debt expense 648,850                 514,888                 1,121,985              

1,069,717              913,675                 1,509,366              

Change in Net Assets 817,679                 63,393                   (551,841)               

Net Assets, Beginning of Year 23,142,094            23,078,701            23,630,542            

Net Assets, End of Year 23,959,773$          23,142,094$          23,078,701$          
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North Dakota Development Fund, Inc. 
Balance Sheets 

June 30, 2012 and 2011 
 
 

 

2012 2011

Assets   

Current Assets
Cash and cash equivalents 11,703,160$          4,650,365$            
Interest receivable on deposits and loans 70,007                   73,886                   
Investments 1,000,966              9,236,500              
Current portion of loans receivable 3,067,149              2,603,133              

Total Current Assets 15,841,282            16,563,884            

Noncurrent Assets
Loans receivable, net of current portion 9,382,144              7,841,863              

Total Assets 25,223,426$          24,405,747$          

Liabilities and Net Assets

Current Liabilities
Accrued expenses 13,653$         13,653$                 
Due to state 1,250,000              1,250,000              

Total Current Liabilities 1,263,653              1,263,653              

Net Assets
Unrestricted 23,959,773            23,142,094            

Total Net Assets 23,959,773            23,142,094            

Total Liabilities and Net Assets 25,223,426$          24,405,747$          
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2012 2011

Assets   

Current Assets
Cash and cash equivalents 11,703,160$ 4,650,365$
Interest receivable on deposits and loans 70,007 73,886
Investments 1,000,966 9,236,500
Current portion of loans receivable 3,067,149 2,603,133

Total current assets 15,841,282 16,563,884

Noncurrent Assets
Loans receivable, net of current portion 9,382,144 7,841,863

Total assets 25,223,426$ 24,405,747$

Liabilities and Net Assets

Current Liabilities
Accrued expenses 13,653$ 13,653$
Due to state 1,250,000 1,250,000

Total current liabilities 1,263,653 1,263,653

Net Assets
Unrestricted 23,959,773 23,142,094

Total net assets 23,959,773 23,142,094

Total liabilities and net assets 25,223,426$ 24,405,747$
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North Dakota Development Fund, Inc. 
Statements of Revenues, Expenses and Changes in Net Assets 

Years Ended June 30, 2012 and 2011 
 
 

 
 

2012 2011

Operating Revenues
Interest income on loans 584,339$               584,757$               
Dividend income 162,738                 109,128                 
Gain on sale of investment 8,214                     93,542                   
Other 79,801                   110,237                 

835,092                 897,664                 

Operating Expenses
General and administrative 420,867                 397,944                 
Depreciation expense -                             843                        
Bad debt expense 648,850                 514,888                 

1,069,717              913,675                 

Operating Loss (234,625)               (16,011)                 

Nonoperating Revenue 
State appropriations 1,000,000              -                             
Interest income on deposits and investments 52,304                   79,404                   

1,052,304              79,404                   

Change in Net Assets 817,679                 63,393                   

Net Assets, Beginning of Year 23,142,094            23,078,701            

Net Assets, End of Year 23,959,773$          23,142,094$          
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North Dakota Development Fund, Inc. 
Statements of Cash Flows 

Years Ended June 30, 2012 and 2011 
 
 

 

2012 2011

Operating Activities
Other receipts 226,504$               386,666$               
Payments to suppliers (420,867)               (447,691)               

Net Cash used for Operating Activities (194,363)               (61,025)                 

Investing Activities
Interest received on cash and cash equivalents 672,985                 689,407                 
Purchase of equipment -                             (843)                      
Purchase of equity investments (991,668)               (87,500)                 
Proceeds from the sale of equity investments 617,218                 150,000                 
Purchase of investments (1,000,966)            (13,794,750)          
Sale of investments 9,228,286              12,575,048            
Disbursements of business loans (7,110,816)            (3,830,111)            
Principal payments received on business loans 4,832,119              2,407,911              

Net Cash provided by (used for) Investing Activities 6,247,158              (1,890,838)            

Non-Capital and Related Financing Activities
Paydown of appropriations -                             (49,700)                 
Proceeds from state appropriations 1,000,000              -                             

Net Cash provided by (used for) Financing Activities 1,000,000              (49,700)                 

Net Change in Cash and Cash Equivalents 7,052,795              (2,001,563)            

Cash and Cash Equivalents at Beginning of Year 4,650,365              6,651,928              

Cash and Cash Equivalents at End of Year 11,703,160$          4,650,365$            
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North Dakota Development Fund, Inc. 
Statements of Cash Flows 

Years Ended June 30, 2012 and 2011 
 
 

 
 
 

2012 2011

Reconciliation of Operating Loss to Net Cash
Provided by Operating Activities

Operating loss (234,625)$             (16,011)$               
Adjustments to reconcile operating 

loss to net cash from operating activities
Depreciation -                             843                        
Decrease in accounts payable -                             (49,747)                 
Gain on sale of investment 8,214                     93,542                   
Allowance for doubtful loan receivables 274,400                 577,388                 
Allowance for realized loss on investments 374,450                 (62,500)                 
Reclassification of interest and dividend income (616,802)               (604,540)               

Net Cash used for Operating Activities (194,363)$             (61,025)$               

Supplemental Schedule of Noncash Activities
Loans receivable written off  280,547$               228,327$               
Equity investments written off 662,324$               370,800$               
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Note 1 -  Summary of Significant Accounting Policies 
 
Organization and Nature of Activities 
 
The North Dakota Development Fund, Inc. (the Corporation) was established pursuant to Chapter 10-30.3 of the 
North Dakota Century Code as amended by the passage of Senate Bill 2058 during the 1991 legislative session.  
The Corporation is a statewide nonprofit development corporation with the authority to take equity positions in; to 
provide loans to; or to use other innovative financing mechanisms to provide capital for new or expanding 
primary sector businesses in North Dakota or relocating to North Dakota. 
 
The Corporation uses funds to report on its financial position and the results of its operations. Fund accounting is 
designed to demonstrate legal compliance and to aid financial management by segregating transactions related to 
certain corporate functions or activities. 
 
The following activities are used by the Corporation: 
 
Development Fund 
 
The Development Fund is used to account for fund investments, including equity positions, loans, loan 
guarantees, and other innovative financing mechanisms for new or expanding primary sector businesses in North 
Dakota or relocating to North Dakota. 
 
Regional Rural Development Revolving Loan Fund 
 
The Regional Rural Development Revolving Loan Fund is used to account for fund investments including equity 
positions, loans, loan guarantees, or debt financing on a matching basis to new or expanding primary sector 
businesses in rural areas. 
 
Small Business Technology Program 
 
The Small Business Technology Fund is used to provide matching investments to startup technology-based 
businesses. 
 
Child Care Loan Program 
 
The Child Care Loan Program is used to account for fund investments including loans and loan guarantees for 
new or expanding child care facilities in North Dakota. 
 
The Corporation may form additional corporations, partnerships or other forms of business associations in order 
to further its mission. 
 
The Director of the Department of Commerce Division of the Economic Development and Finance shall appoint 
the Chief Executive Officer of the Corporation. All investments, contracts, partnerships, limited liability 
companies, and business transactions of the Corporation are the responsibility of the Chief Executive Officer and 
the eight-member Board of Directors, who are appointed by the Governor. 
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Reporting Entity 
 
In accordance with Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial 
Reporting Entity, the Corporation should include all component units over which the Corporation exercises such 
aspects as (1) appointing a voting majority of an organization’s governing body and (2) has the ability to impose 
its will on that organization or (3) the potential for the organization to provide specific financial benefits to, or 
impose specific burdens on the Corporation. GASB Statement No. 39, Determining Whether Certain 
Organizations are Component Units, an Amendment of GASB Statement 14, further defined reporting units as a 
legally separate, tax exempt affiliated organization that meet all of the following criteria: 
 

• The economic resources of the organization entirely or almost entirely directly benefit the Corporation or 
its constituents, and 

• The Corporation or its component units are entitled to or can otherwise access, a majority of the economic 
resources of the organization, and 

• The economic resources that the Corporation is entitled to, or can otherwise access, are significant to the 
Corporation. 

 
Based upon criteria set forth in GASB No. 14 and No. 39, no organizations were determined to be part of the 
reporting entity. The Corporation is included as part of the primary government of the State of North Dakota’s 
reporting entity. 
 
Basis of Accounting 
 
The Corporation is presented in the accompanying financial statements as a proprietary fund type – an  
enterprise fund. 
 
An enterprise fund is used to account for operations that are financed and operated in a manner similar to private 
business enterprises, where the intent is that costs of providing goods or services to the general public or other 
funds on a continuing basis be financed or recovered primarily through user charges. The Corporation operates 
primarily with appropriations from the State of North Dakota’s general fund. 
 
As a proprietary fund type, the Corporation accounts for its transactions using the accrual basis of accounting.  
Revenues are recognized for its transactions when they are earned, and expenses are recognized when they  
are incurred. 
 
The Corporation follows the pronouncements of the Governmental Accounting Standards Board (GASB), which 
is the nationally accepted standard-setting body for establishing generally accepted accounting principles for 
governmental entities. In accordance with Governmental Accounting Standards Board Statement No. 20, the 
Corporation follows all applicable GASB Pronouncements as well as Financial Accounting Standards Board 
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with GASB 
pronouncements. 
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Revenue and Expense Recognition 
 
The Corporation presents its revenues and expenses as operating or non-operating based on recognition 
definitions from GASB Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds 
and Governmental Entities That Use Proprietary Fund Accounting. Operating activities are those activities that 
are necessary and essential to the mission of the Corporation. Operating revenues include all charges to 
customers, research contracts and grants, dividends earned on equity investments and interest earned on loans. 
Revenues from non-exchange transactions and state appropriations that represent subsidies or gifts to the 
Corporation, as well as investment income, are considered non-operating since these are either investing, capital 
or noncapital financing activities. Operating expenses are all expense transactions incurred other than those 
related to investing, capital or noncapital financing activities. Revenues received for capital financing activities, as 
well as related expenses, are considered neither operating nor non-operating activities and are presented after non-
operating activities on the accompanying Statement of Revenues, Expenses, and Changes in Net Assets. 
 
Concentration of Credit Risk 
 
Loans receivable consist primarily of loans to new or expanding businesses in North Dakota or relocating 
businesses to North Dakota. The Corporation performs credit evaluations and maintains a security interest until 
related loans are collected. 
 
Cash Equivalents 
 
The Corporation considers all highly liquid investments purchased with maturity of three months or less to be 
cash equivalents. 
 
Investments 
 
Investments are reported at fair value. All investment income, including changes in the fair value of investments, 
is recognized in the statement of revenue, expenses, and changes in fund net assets. 
 
Equity Investments 
 
The Corporation records its equity investments at cost adjusted for other than temporary impairment as 
determined by the Board of Directors. The other than temporary impairment of equity investments is included in 
fund equity. Realization of the carrying value of these investments is subject to future developments inherent in 
such investments (see Note 4). 
 
Among the factors considered in determining whether an other than temporary impairment of an investment has 
occurred are the cost of the investment, development since the acquisition of the investment, the financial 
condition and operating results of the issuer, the long-term potential of the business of the issuer, and other factors 
generally pertinent to the valuation of investments. The Development Fund has relied on financial data of 
investees and, in many instances, on estimates by the management company and of the investee company as to the 
potential effect of future developments. 
 
Expense Allocation 
 
The Development Fund pays all expenses of the Corporation. 
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. Material estimates that are 
particularly susceptible to significant change in the near-term relate to the determination of the allowance for loan 
losses and valuation of equity investments. 
 
Fixed Assets and Depreciation 
 
All fixed assets are recorded in the accompanying financial statements at cost. Donated fixed assets are stated at 
fair market value at the time of donation. Equipment with a cost greater than $5,000 is capitalized and reported in 
the accompanying financial statements. The Corporation's fixed assets are being depreciated on a straight-line 
basis over estimated useful life of three years. 
 
Loans 
 
Loans are reported at their outstanding unpaid principal adjusted for charge-offs and the allowance for loan losses. 
 
Interest income is accrued on the unpaid principal balance. The accrual of interest on loans is discontinued at the 
time the loan is 90 to 120 days delinquent unless the credit is well secured and in process of collection. Loans are 
placed on non-accrual or charged-off at an earlier date if collection of principal or interest is doubtful. All current 
year interest accrued but not collected for loans that are placed on non-accrual or charged off is reversed against 
interest income. All prior year interest accrued but not collected is charged-off against the allowance for loan 
losses. The interest on these loans is accounted for on the cash-basis or cost-recovery method, until qualifying for 
return to accrual. Loans are returned to accrual status when all principal and interest amounts contractually due 
are brought current and future payments are reasonably assured. 
 
The Corporation has determined that the accounting for nonrefundable fees and costs associated with originating 
or acquiring loans does not have a material effect on their financial statements. As such, these fees and costs have 
been recognized during the period they are collected and incurred, respectively. 
 
Allowance For Loan Losses  
 
The allowance for loan losses is established as losses are estimated to have occurred through a provision for loan 
losses charged to earnings. Loan losses are charged against the allowance when management believes the 
uncollectibility of a loan balance is confirmed. Subsequent recoveries, if any, are credited to a recovery account. 
 
The allowance for loan losses is evaluated on a regular basis by management and is based upon management’s 
periodic review of the collectability of the loans in light of historical experience, the nature and volume of the 
loan portfolio, adverse situations that may affect the borrower’s ability to repay, estimated value of any 
underlying collateral and prevailing economic conditions. This evaluation is inherently subjective as it requires 
estimates that are susceptible to significant revision as more information becomes available. 
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
A loan is considered impaired when, based on current information and events, it is probable that the Corporation 
will be unable to collect the scheduled payments of principal or interest when due according to the contractual 
terms of the loan agreement.  Factors considered by management in determining impairment include payment 
status, collateral value, and the probability of collecting scheduled principal and interest payments when due. 
Loans that experience insignificant payment delays and payment shortfalls generally are not classified as 
impaired. Management determines the significance of payment delays and payment shortfalls on a case-by-case 
basis, taking into consideration all of the circumstances surrounding the loan and the borrower’s prior payment 
record, and the amount of the shortfall in relation to the principal and interest owed. Impairment is measured on a 
loan-by-loan basis by either the present value of expected future cash flows discounted at the loan’s effective 
interest rate, the loan’s obtainable market price, or the fair value of the collateral if the loan is collateral 
dependent. The Corporation separately identifies individual loans for impairment disclosures by rating them on a 
scale of 1 to 6. 
 
 
Note 2 -  Deposits and Investments  
 
The Corporation is required to maintain its deposits at the Bank of North Dakota (a related party). As of June 30, 
2012, the Corporation had the following cash and investments:  
 

Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates of investments will adversely affect the fair value of the 
investments. At June 30, 2012, the schedule above shows the investments by investment type, amount and the 
duration.  
 
Cash and investments were recorded on the statement of net assets as follows:  
 

 

Less
Fair Than

Value One Year
Cash

Bank of North Dakota 11,703,160$          11,703,160$          

Investments
Certificates of deposit

Bank of North Dakota 1,000,966              1,000,966              

12,704,126$          12,704,126$          

Balance

Cash and cash equivalents 11,703,160$          
Investments 1,000,966              

12,704,126$          
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Custodial and Concentration of Credit Risk  
 
For deposits and investments, the custodial credit risk that, in the event of the failure of a depository financial 
institution, the Corporation will not be able to recover collateral securities that are in possession of an outside 
party. The Corporation’s deposits are uncollateralized. All of the Corporation’s deposits are with the Bank of 
North Dakota. 
 
 
Note 3 -  Interest Receivable 
 
Interest receivable at June 30, 2012 and 2011 is as follows: 
 

 
Note 4 -  Equity Investments 
 
Equity investments in business concerns as of June 30, 2012 and 2011 are as follows: 
 

Among the factors considered in determining whether an other than temporary impairment of an investment has 
occurred are the cost of the investment, development since the acquisition of the investment, the financial 
condition and operating results of the issuer, the long-term potential of the business of the issuer, and other factors 
generally pertinent to the valuation of investments. The Development Fund has relied on financial data of 
investees and, in many instances, on estimates by the management company and of the investee company as to the 
potential effect of future developments. 
 
The Corporation acquired its investment by direct purchase from the issuer under investment representations, and 
the Board of Directors valued the securities on the premise that they may not be sold without registration under 
the Securities Act of 1933. The price of securities purchased was determined by direct negotiation between the 
Corporation and the seller. 
 

2012 2011

Interest receivable from loans 70,007$            73,886$            

2012 2011

Development Fund 3,114,165$       3,922,830$       
 
Regional Rural Development Revolving Loan Fund 1,164,653         1,171,490         

 4,278,818         5,094,320         
Valuation allowance - Other than temporary impairment (4,278,818)       (5,094,320)       

 -$                     -$                     
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Note 5 -  Equity Investments – Valuation Allowance 
 
Changes in the valuation allowance for equity investments as of June 30, 2012 and 2011 are as follows: 
 

 
Note 6 -  Loans Receivable 
 
Loans receivable at June 30, 2012 and 2011 are as follows: 
 

 
Note 7 -  Allowance for Loan Losses 
 
Changes in the allowance for loan losses as of June 30, 2012 and 2011 are as follows: 
 

2012 2011

Balance, beginning of year 5,094,320$       5,684,125$       
Provision for equity investment losses 374,450 (62,500)
Transfers (527,628) (156,505)          
Equity investments charged off (662,324) (370,800)

Balance, end of year 4,278,818$       5,094,320$       
 

2012 2011

Development fund 11,755,681$     9,134,747$       
 
Regional rural development revolving loan fund 5,428,604         5,528,147         

Child care program 794,326            789,939            
 17,978,611       15,452,833       

Allowance for loan losses (5,529,318)       (5,007,837)       

Loans receivable, net of allowance for loan losses 12,449,293       10,444,996       

Less:  current portion of loans receivable 3,067,149         2,603,133         

Loans receivable, net of current portion 9,382,144$       7,841,863$       
   

2012 2011

Balance, beginning of year 5,007,837$       4,502,271$       
Provision for loan losses 274,400            577,388            
Transfers 527,628            156,505            
Loans charged off (280,547)          (228,327)          

Balance, end of year 5,529,318$       5,007,837$       
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Note 8 -  Equipment 
 
A statement of changes in fixed assets for the years ended June 30, 2012 and 2011 is as follows: 
 

 
Note 9 -  Due to State 
 
In 2011, the State of North Dakota appropriated funds to the North Dakota Development Fund to develop a child 
care loan program for the purpose of providing loans to new and expanding child care facilities within the state of 
North Dakota. The program was extended in the last legislative session through June 30, 2013, at which time it 
expires. On that date, the appropriation amount is set to be returned to the state. As of June 30, 2012 and 2011, 
$1,250,000 and $1,250,000 is due back to the state, respectively. 
 
 
Note 10 -  State Appropriation 
 
During the year ended June 30, 2012 the North Dakota Development Fund received $1,000,000 for a new funding 
program called the Small Business Technology Program. 
 
 
Note 11 -  Commitments and Contingencies 
 
Development Fund 
 
The Board of Directors has approved equity investments, loans, grants and guaranty of collections at June 30, 
2012 and 2011, for which funds have not been disbursed or written agreements entered into in the approximate 
amount of $1,036,244 and $3,362,579. 
 

Balance Balance
06/30/11 Additions Deletions 06/30/12

Furniture and equipment 10,095$            -$                     -$                     10,095$            
Computer software 78,188              -                       -                       78,188              
Accumulated depreciation (88,283)            -                       -                       (88,283)            

-$                     -$                     -$                     -$                     
 

Balance Balance
06/30/10 Additions Deletions 06/30/11

Furniture and equipment 10,095$            -$                     -$                     10,095$            
Computer software 77,345              843                   -                       78,188              
Accumulated depreciation (87,440)            (843)                 -                       (88,283)            

-$                     -$                     -$                     -$                     
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North Dakota Development Fund, Inc. 
Notes to Financial Statements 

June 30, 2012 and 2011 
 
 
Regional Rural Development Revolving Loan Fund 
 
The Board of Directors has approved equity investments, loans, and guaranty of collections at June 30, 2012 and 
2011, for which funds have not been disbursed or written agreements entered into in the approximate amount of 
$757,095 and $1,137,666. 
 
Child Care Loan Program 
 
The Board of Directors has approved loans at June 30, 2012 and 2011, for which funds have not been disbursed or 
written agreements entered into in the approximate amount of $3,363 and $25,867. 
 
 
Note 12 -  Risk Management 
 
North Dakota Development Fund is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The following are 
funds/pools established by the State for risk management issues: 
 
The 1995 legislative session established the Risk Management Fund (RMF), an internal service fund, to provide a 
self-insurance vehicle for funding the liability exposures of state agencies resulting from the elimination of the 
state's sovereign immunity. The RMF manages the tort liability of the state, its agencies' employees, and the 
University System. All state agencies participate in the RMF and their fund contribution was determined using a 
projected cost allocation approach. The statutory liability of the State is limited to a total of $250,000 per person 
and $1,000,000 per occurrence. 
 
The Corporation participates in the North Dakota Fire and Tornado Fund and the State Bonding Fund through the 
policies of the North Dakota Commerce Department. The North Dakota Commerce Department pays an annual 
premium to the Fire and Tornado Fund to cover property damage to personal property. Replacement cost 
coverage is provided by estimating replacement cost in consultation with the Fire and Tornado Fund. The Fire and 
Tornado Fund is reinsured by a third party insurance carrier for losses in excess of one million dollars per 
occurrence during a 12 month period. The State Bonding Fund currently provides the Commerce Department with 
blanket fidelity bond coverage in the amount of $100,000 per employee. The State Bonding Fund does not 
currently charge any premium for this coverage. 
 
The Corporation participates in the North Dakota Workforce Safety and Insurance, (WSI) an Enterprise Fund of 
the State of North Dakota. WSI is a state insurance fund and a "no fault" insurance system covering the State's 
employers and employees financed by premiums assessed to employers. The premiums are available for the 
payment of claims to employees injured in the course of employment. 
 
There have been no significant reductions in insurance coverage from the prior year and settled claims resulting 
from these risks have not exceeded insurance coverage in any of the past three fiscal years. 
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North Dakota Development Fund, Inc. 
Combining Balance Sheets 

June 30, 2012 and 2011 
 
 

 
 
 

Regional
Rural

Development
Development Revolving Child Care Small Business

Fund Loan Fund Fund Technology 2012 2011
Assets

Current Assets
Cash and cash equivalents 6,247,295$         4,962,446$         493,419$            -$                        11,703,160$       4,650,365$         
Interest receivable on

deposits and loans 37,623                32,384                -                          -                          70,007                73,886                
Investments -                          -                          -                          1,000,966           1,000,966           9,236,500           
Current portion of loans receivable 2,005,523           926,119              135,507              -                          3,067,149           2,603,133           
Intercompany receivable (payable) (5,229)                 5,229                  -                          -                          -                          -                          

Total current assets 8,285,212           5,926,178           628,926              1,000,966           15,841,282         16,563,884         

Noncurrent Assets
Loans receivable, net of current portion 6,951,200           2,216,744           214,200              -                          9,382,144           7,841,863           

Total assets 15,236,412$       8,142,922$         843,126$            1,000,966$         25,223,426$       24,405,747$       
 

Liabilities and Net Assets

Current Liabilities
Accrued expenses 13,653$              -$                        -$                        -$                        13,653$              13,653$              
Due to state -                          -                          1,250,000           -                          1,250,000           1,250,000           

Total liabilities 13,653                -                          1,250,000           -                          1,263,653           1,263,653           

Net Assets
Unrestricted 15,222,759         8,142,922           (406,874)             1,000,966           23,959,773         23,142,094         

Total net assets 15,222,759         8,142,922           (406,874)             1,000,966           23,959,773         23,142,094         

Total liabilities and net assets 15,236,412$       8,142,922$         843,126$            1,000,966$         25,223,426$       24,405,747$       
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Regional
Rural

Development Small Business
Development Revolving Child Care Technology

Fund Loan Fund Loan Program Program 2012 2011
Assets

Current Assets
Cash and cash equivalents 6,247,295$ 4,962,446$ 493,419$ -$ 11,703,160$ 4,650,365$
Interest receivable on

deposits and loans 37,623 32,384 - - 70,007 73,886
Investments - - - 1,000,966 1,000,966 9,236,500
Current portion of loans receivable 2,005,523 926,119 135,507 - 3,067,149 2,603,133
Intercompany receivable (payable) (5,229) 5,229 - - - -

Total current assets 8,285,212 5,926,178 628,926 1,000,966 15,841,282 16,563,884

Noncurrent Assets
Loans receivable, net of current portion 6,951,200 2,216,744 214,200 - 9,382,144 7,841,863

Total assets 15,236,412$ 8,142,922$ 843,126$ 1,000,966$ 25,223,426$ 24,405,747$

Liabilities and Net Assets

Current Liabilities
Accrued expenses 13,653$ -$ -$ -$ 13,653$ 13,653$
Due to state - - 1,250,000 - 1,250,000 1,250,000

Total liabilities 13,653 - 1,250,000 - 1,263,653 1,263,653

Net Assets
Unrestricted 15,222,759 8,142,922 (406,874) 1,000,966 23,959,773 23,142,094

Total net assets 15,222,759 8,142,922 (406,874) 1,000,966 23,959,773 23,142,094

Total liabilities and net assets 15,236,412$ 8,142,922$ 843,126$ 1,000,966$ 25,223,426$ 24,405,747$
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Regional Rural
Development

Development Revolving Child Care Small Business
Fund Loan Fund  Fund Technology 2012 2011

Operating Revenues
Interest income on loans 446,117$            119,030$            19,192$              -$                        584,339$            584,757$            
Dividend income 130,275              32,463                -                          -                          162,738              109,128              
Gain on sale of investment 8,214                  -                          -                          -                          8,214                  93,542                
Other 71,186                7,972                  643                     -                          79,801                110,237              

655,792               159,465              19,835                -                          835,092              897,664              

Operating Expenses
General and administrative 420,867              -                          -                          -                          420,867              397,944              
Depreciation expense -                          -                          -                          -                          -                          843                     
Bad debt expense 581,342              69,830                (2,322)                 -                          648,850              514,888              

1,002,209            69,830                (2,322)                 -                          1,069,717           913,675              

Operating (Loss) Income (346,417)              89,635                22,157                -                          (234,625)             (16,011)               

Nonoperating Revenue (Expense)
Interest income on deposits

and investments 31,210                19,542                586                     966 52,304                79,404                
State appropriations -                          -                          -                          1,000,000 1,000,000           -                          

31,210                19,542                586                     1,000,966           1,052,304           79,404                

Change in Net Assets (315,207)             109,177              22,743                1,000,966           817,679              63,393                

Net Assets, Beginning of Year 15,537,966         8,033,745           (429,617)             -                          23,142,094         23,078,701         

Net Assets, End of Year 15,222,759$       8,142,922$         (406,874)$           1,000,966$         23,959,773$       23,142,094$       
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Operating Revenues

Interest income on loans 446,117$ 119,030$ 19,192$ -$ 584,339$ 584,757$
Dividend income 130,275 32,463 - - 162,738 109,128
Gain on sale of investment 8,214 - - - 8,214 93,542
Other 71,186 7,972 643 - 79,801 110,237

655,792 159,465 19,835 - 835,092 897,664

Operating Expenses
General and administrative 420,867 - - - 420,867 397,944
Depreciation expense - - - - - 843
Bad debt expense 581,342 69,830 (2,322) - 648,850 514,888

1,002,209 69,830 (2,322) - 1,069,717 913,675

Operating (Loss) Income (346,417) 89,635 22,157 - (234,625) (16,011)

Nonoperating Revenue (Expense)
Interest income on deposits

and investments 31,210 19,542 586 966 52,304 79,404
State appropriations - - - 1,000,000 1,000,000 -

31,210 19,542 586 1,000,966 1,052,304 79,404

Change in Net Assets (315,207) 109,177 22,743 1,000,966 817,679 63,393

Net Assets, Beginning of Year 15,537,966 8,033,745 (429,617) - 23,142,094 23,078,701

Net Assets, End of Year 15,222,759$ 8,142,922$ (406,874)$ 1,000,966$ 23,959,773$ 23,142,094$
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Regional
Rural

Development
Development Revolving Child Care Small Business

Fund Loan Fund Fund Technology 2012 2011
Operating Activities

Other receipts (payments) 217,889$            7,972$                643$                   -$                        226,504$            386,666$            
Payments to suppliers (420,867)             -                          -                          -                          (420,867)             (447,691)             

Net Cash (used for) Provided by
Operating Activities (202,978)             7,972                  643                     -                          (194,363)             (61,025)               

 
Non-Capital Financing Activities

Paydown of appropriations -                          -                          -                          -                          -                          (49,700)               
Proceeds from state appropriations -                          -                          -                          1,000,000           1,000,000           -                          

Net Cash (used for) Provided by
Non-Capital Financing 
Activities -                          -                          -                          1,000,000           1,000,000           (49,700)               

Investing Activities
Interest and dividends received 481,949              170,292              19,778                966                     672,985              689,407              
Purchase of equipment -                          -                          -                          -                          -                          (843)                    
Purchase of equity investments (991,668)             -                          -                          -                          (991,668)             (87,500)               
Proceeds from the sale of 

equity investments 612,764              4,454                  -                          -                          617,218              150,000              
Purchase of investments -                          -                          -                          (1,000,966)          (1,000,966)          (13,794,750)        
Sale of investments 5,947,786           3,280,500           -                          -                          9,228,286           12,575,048         
Disbursements of business loans (6,283,744)          (727,994)             (99,078)               -                          (7,110,816)          (3,830,111)          
Principal received on business loans 4,182,858           554,570              94,691                -                          4,832,119           2,407,911           

Net Cash (used for) Provided by
Investing Activities 3,949,945            3,281,822           15,391                (1,000,000)          6,247,158           (1,890,838)          

Net Change in Cash and
Cash Equivalents 3,746,967            3,289,794           16,034                -                          7,052,795            (2,001,563)          

Cash and Cash Equivalents
at Beginning of Year 2,500,328           1,672,652           477,385              -                          4,650,365           6,651,928           

Cash and Cash Equivalents
at End of Year 6,247,295$         4,962,446$         493,419$            -$                        11,703,160$       4,650,365$         
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Operating Activities

Other receipts (payments) 217,889$ 7,972$ 643$ -$ 226,504$ 386,666$
Payments to suppliers (420,867) - - - (420,867) (447,691)

Net Cash (used for) Provided by
Operating Activities (202,978) 7,972 643 - (194,363) (61,025)

Non-Capital Financing Activities
Paydown of appropriations - - - - - (49,700)
Proceeds from state appropriations - - - 1,000,000 1,000,000 -

Net Cash (used for) Provided by
Non-Capital Financing 
Activities - - - 1,000,000 1,000,000 (49,700)

Investing Activities
Interest and dividends received 481,949 170,292 19,778 966 672,985 689,407
Purchase of equipment - - - - - (843)
Purchase of equity investments (991,668) - - - (991,668) (87,500)
Proceeds from the sale of 

equity investments 612,764 4,454 - - 617,218 150,000
Purchase of investments - - - (1,000,966) (1,000,966) (13,794,750)
Sale of investments 5,947,786 3,280,500 - - 9,228,286 12,575,048
Disbursements of business loans (6,283,744) (727,994) (99,078) - (7,110,816) (3,830,111)
Principal received on business loans 4,182,858 554,570 94,691 - 4,832,119 2,407,911

Net Cash (used for) Provided by
Investing Activities 3,949,945 3,281,822 15,391 (1,000,000) 6,247,158 (1,890,838)

Net Change in Cash and
Cash Equivalents 3,746,967 3,289,794 16,034 - 7,052,795 (2,001,563)

Cash and Cash Equivalents,
Beginning of Year 2,500,328 1,672,652 477,385 - 4,650,365 6,651,928

Cash and Cash Equivalents,
End of Year 6,247,295$ 4,962,446$ 493,419$ -$ 11,703,160$ 4,650,365$
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Regional
Rural

Development
Development Revolving Child Care Small Business

Fund Loan Fund Fund Technology 2012 2011

Reconciliation of Operating
(Loss) Gain to Net Cash used in
Operating Activities

Operating (loss) gain (346,417)$           89,635$              22,157$              -$                        (234,625)$           (16,011)$             
Adjustments to reconcile operating

(loss) gain to net cash from
operating activities

Depreciation -                          -                          -                          -                          -                          843                     
Increase in accounts payable -                          -                          -                          -                          -                          (49,747)               
Change in intercompany 

receivable (payable) -                          -                          -                          -                          
Gain on sale of investment 8,214                  -                          -                          -                          8,214                  93,542                
Allowance for doubtful 

loan receivables 202,438              74,284 (2,322)                 -                          274,400              577,388              
Allowance for realized

loss on investments 378,904              (4,454)                 -                          -                          374,450              (62,500)               
Reclassification of interest

and dividend income (446,117)             (151,493)             (19,192)               -                          (616,802)             (604,540)             

Net Cash (used in) Provided by
Operating Activities (202,978)$           7,972$                643$                   -$                        (194,363)$           (61,025)$             

   

Supplemental Schedule of
Noncash Activities

Loan receivable written off 3,038$                277,509$            -$                        -$                        280,547$            228,327$            
Equity investments written off 662,324              -                          -                          662,324              370,800              
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Reconciliation of Operating
(Loss) Gain to Net Cash used in
Operating Activities

Operating (loss) gain (346,417)$ 89,635$ 22,157$ -$ (234,625)$ (16,011)$
Adjustments to reconcile operating

(loss) gain to net cash from
operating activities

Depreciation - - - - - 843
Increase in accounts payable - - - - - (49,747)
Change in intercompany 

receivable (payable) - - - -
Gain on sale of investment 8,214 - - - 8,214 93,542
Allowance for doubtful 

loan receivables 202,438 74,284 (2,322) - 274,400 577,388
Allowance for realized

loss on investments 378,904 (4,454) - - 374,450 (62,500)
Reclassification of interest

and dividend income (446,117) (151,493) (19,192) - (616,802) (604,540)

Net Cash (used in) Provided by
Operating Activities (202,978)$ 7,972$ 643$ -$ (194,363)$ (61,025)$

Supplemental Schedule of
Noncash Activities

Loan receivable written off 3,038$ 277,509$ -$ -$ 280,547$ 228,327$
Equity investments written off 662,324 - - 662,324 370,800
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3 MAP OF PROJECTS 

Between November 2010 and November 2012, APUC funded 42 projects in 25 

North Dakota communities, totaling over $1.6 million in grants and sponsorships. 

• Antler 
Botoneaue 

• 
carrington 

Jamestown e 

LaMour� 
• 

Buffalo f.';g� 
• • •• 

Mapleton fargo 

• 
Cogswell 

APUC is an l!Jfice within Economic Development and Finance, a divisin if' the North Dakota Department if Commerce. 

APUC pi'Ojects by community: 

• Antler-Thompson Farm 

• Beach-Beach Pulses, LLC 
• Bismarck -Carbontec Energy Corporation 
• Bismarck-Common Enterprise Development Corporation 
• Bismarck-The Dakota Manufacturing Extension Partnership 
• Bismarck-North Dakota FFA Foundation 
• Bottineau-Dakota College at Bottineau 
• BuiTalo-Red Trail Vineyard 
• Carrington-Dakota Sun Gardens 
• Cogswell-Heimbuch Potatoes, LLC 
• Dickinson-Trojan Hoist Company 
• Fargo-NDSU EPA Advanced Biofuel 
• Fargo-N DSU Low Density Fiber Boa•·d 
• Fargo-NDSU Nitrogen Fertilizer 
• Fargo-NDSU Vegetables by LEP 
• Fargo-North Dakota 4-H Foundation 
• Fargo-No•·th Dakota T•·ade Office 
• Fargo-Northern Corn Development Corporat ion 
• Fargo-Progressi"e Nutrient Systems 
• Fargo-Red River Commodities, Inc. 

• Fargo-Ron l verson, LLC 
• Fargo-VFM, LLC 

• Grand Forks-Grand Forks Region 
Economic Development Corp. 

• Harvey- Am berland Foods, Tnc- Phase l 
• l larvey Am berland Foods, Inc- Phase lJ 
• Jamestown -Endless Harvest 
• Jamestown- Jamestown/Stutsman County 

Jobs Development Corp. 
• La Moure -Northern Plains Sustainable 

Agriculture Society -Phase I 
• Mapleton -InvenTus, LLC 
• McKenzie- Black Leg Ranch 
• Minot.-Crunchfuls North Dakota, LLC 
• Minot-Cutbank Creek Farm 
• New Salem-StopSensor 
• Ross -West Dakota Feed & Seed 
• Stanton-Destiny Dairy 
• Sterling-Bessy's Best 
• Thompson -Sun Valley Container 
• Walcot t-c2renew, LLC 
• Walhalla -Food First, LLC 
• West Fargo-Warp Speed Torque Drive 
• W illiston -Williston Area Development Corp. 



APUC COMMISSIONERS 

Dan Kalil, Chairman 
Governor's Appointee 

Bill Kingshur) 
Go•'ernor's Appointee 

Rathel Retterath 

Governor's Appointee 

Dean Bresdani 
NDSU President 

Keith Pellicr 
Governor's Appointee 

Bill Ongstat! 
Commissioner's Appointee 

Paul Lun 
Economic De•'elopment and Finance 

Division Representati•'e 

Myron Thomp�on 
Governor's Appointee 

Doug Goehring 

Aoriculture Commissioner 

ADMINISTRATION 

ADMINISTRATION 

The North Dakota Agricultural Products Utilization Commission 

(APUC) consists of nine members. The governor appoints five 

members to two-year terms. Three of these appointees must. be 

acti vely engaged in fanning and two must be actively engaged in 

business. The Commissioner of Agriculture appoints one member 

to a two-year term. This member must also be actively involved in 

farming. All terms begin July I. 

The board also includes three statutory members or their designees: 

• Paul Lucy, Director, ND Department of Commerce, 
Economic Development and Finance Division 

• Dean Bres ciani, President, North Dakota State Uni\·ersity 

• Doug Goehring, Commissioner, ND Department 
of Agricultw·e 

APUC STAFF 

Kerri Kraft 

Proaram Assistant 

John F. Schneider 
Executil'e Director 
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Dakota College at Bottineau 

Holly Mawby, Bottineau 

Grant Amount: S 

Total Budget: S 

11,200 

12,200 

Funds will be used to purchase a compost tea system, 

compost twnblers and injection system which will then be 

used to research the effectiveness of compost tea for nutrient 

management in high tunnel vegetable production. 

Food First, LLC 

Robert Thornbera, Walhalla 

Grant Amotmt: S 

Total Budget: S 

36,000 

45,000 

Fw1ds will be used to quantify the impact arabinoxylans and 

other prebiotics from wheat, oats, barley and flax have on 

stimulating growth of beneficial bifidobacterium to improve 

digestive health. Prebiotic benefits are being assessed for 

ProBiotein as a nutritional supplement to boost beneficial 

(probiotic) bacteria in human digestive tracts. 

Grand Forks Region Economic Development Corp. 

Keith Lund, Grand Forks 

Grant Amotmt: S 

Total Budget: S 

54,350 

63,350 

Fw1ding defrayed the costs associated with the development and 

completion of a regional agri-business asset and resource map, 

strategic plan, and identification of diversification opportunities. 

l t  includes an assessment of needed resources with required 

related performance metrics or milestones for the launch of a 

successful new business. 

BASIC & APPLIED RESEARCH GRANTS 

NDSU EPA Advanced Biofuel 

Dr. Cole Gustcifson, Farao 

Dept. cf Asriculwre &_Biosystems Ensineerins 

Grant AmoWlt: S 

Total Budget: s 

61,317 

73,317 

FWlding defrayed the cost of hiring a research scientist to 

conduct a life cycle analysis of greenhouse emissions from 

energy beet biofuel. The goal is to docwnent the energy 

beet pathway to secw·e EPA approval an "advanced " biofuel. 

This study will conduct life cycle analysis to identify optimal 

feedstock locations and to minimize feedstock transp ort and 

handling costs related to the pt·ocess of enet·gy beet biofuel. 

NDSU Low Density Rber Board 

Dr. Dilpreet Bajwa, Farao 

Dept. cj Mechanical EnsineeriDB &.Applied Mechanics 

Grant Amount: S 

Total Budget: S 

24,465 

40,000 

Masonite PrimeBoard, lnc. of Wahpeton currently uses wheat 

straw for making fiber boards. Uncertainty of raw material 

supply and increased demand for wheat straw has forced 

them to explore alternative agriculture f.tbers. This project 

will support identifying the feasibility of using soy and corn 

agriculture fibers for manufacturing existing products without 

compromising the guality and durability characteristics of low 

density flbcr boards. The new product will be green, 

eco-friendly and qualify for sustainable material credit. 
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7 BASIC & APPLIED RESEARCH GRANTS 

NDSU Nitrogen Fertilizer 

Dr. Cole Gustcifson, Forao 
Dept. cf Asriculture &_Biosystems Ensineerin9 

Grant Amount: S 

Total Budget: s 

59,960 

99,460 

Funding supported the hiring of a research scientist to conduct 

a feasibility analysis of the use of flared gas as a feedstock to 

produce a low-cost, reliable and green supply of nitrogen 

fertilizer for North Dakota farmers. Commercialization of 

flared gas-based nitrogen fertilizer will spur rural development, 

increase farm-level productivity and profitability, and provide 

added value to agricultural crops. 

Flames flickering across western North Dakota's landscape 
are the result of natural gas being burned off to normalize 
pressure at well sites, but they also represent untapped 
opportunity. Since natural gas is one component to 
manufacturing fertilizer, the North Dakota State University 
(NDSU) Department of Agribusiness and Applied Economics 
conducted a feasibility analysis to determine how to make the 
most of the state's natural gas. 

"The thinking is that we have this tremendous amount of 
natural gas in western North Dakota, and we haven't had the 
opportunity to put it all to use yet," said NDSU Associate 
Professor Dr. David Saxowsky. 

"A lot of fertilizer manufactw·ing l.s occurring outside the 
United States and being imported, so the question is, if 
we have all this natural gas, can't we do the manufacturing 
ourselves?" 

NDSU Vegetables by LEP 

Dr. Cbiwon Lee, Farso 

Dept. cjP!ont Sciences 

Grant Amount: S 

Total Budget: s 

25,360 

72,490 

Funds will be used for graduate and undergraduate student 

wages (70%) plus equipment and lab supplies (30%) to 

investigate the feasibility of growing selected vegetables using 

LEP (light emitting plasma) light with reduced energy input. 

[f successful, a new agricultural business may well be established 

in the state by producing highly nutritious vegetables year round 

for regional and national mru·kets. 

The key to the study was determining the economy of scale 
for a possible fertilizer plant. 1n this case, bigger is better. 

"We learned that small scale manufacturing of fertilizer 
appears to be quite expensive. ln order to pull down the 
cost and be competitive, you have to do it large scale, likely 
manufacturing 750,000 tons per year," Saxowsky said. 

Based on these findings, Saxowsky hopes a business plan will 
follow. It's why he appreciates the APUC funding. 

"It's so rewarding for the university and the researchers to be 
working with business people who are looking for these types 
of opportunities and are ready to take the next step when the 
results are positive," Saxowsky said. 
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Thompson Farm 

Tracie Thompson, Antler 

Grant Amount: S 

Total Budget: S 

5,250 

25,646 

FARM DIVERSIFICATION GRANT 

Funds allowed the construction of a hoop house, a commercial 

vegetable processing/ storage building and the development of a 

commercial vegetable operation. The Thompson Farm is already 

looking at expansion opportunities and the Dakota College 

Entrepreneurial Center for Horticu lture wishes lo promote 

its success story as an Extension site for their ongoing 

teaching and research. 

Tracie Thompson used to spend her days behind a desk, 
eight to five, working for someone else. One day she 
traded in her skirts and heels for work jeans and boots 

to join .her husband on the farm near Antler. Now while 
he's corralling cows, she's corralling vegetables in a 

high tunnel. 

"I had to research everything, and when I decided it 
was something I was going to do, l just jumped in head 
first," Thompson said. 

A high tunnel resembles a greenhouse, but is built out 
of special grade plastic that traps 85 percent of the sun's 

UVA rays to create an extended growing environment. 
Thompson is able to start planting vegetables in the 
ground early in the spring and can then extend the 
growing season into winter. 

With the help ofAPUC funds, Thompson was able 

to revise the design of the high tunnel and build an 
additional building to house a kitchen and storage 

rooms. She bas grown her customer base from small 
local grocery stores to include Marketplace Foods 
and Cash Wise Foods. 

In addition, the Dakota College Entrepreneurial Center 
for Horticulture uses her garden as an extension site for 
their ongoing teaching and research. 

''It's amazing bow many people want to give their 
families better food; they just don't know how to go 

about it,"Thompson said. "To me, teaching somebody 
to do that is worth everything that I've already done." 





11 MARKETING & UTILIZATION GRANTS 

Amberland Foods, Inc. - Phase I 

Tami Fiest, Harvey 

Grant Amount: S 

Total Budget: S 

31,000 

21,450 

Funds assisted in advertising, tnvel and sample products. 

Amberland Foods, lnc. will also develop marketing materials. 

Amberland Foods, Inc. - Phase II 

Tami Feist, Harvey 

Grant Amount: S 

Total Budget: S 

47,000 

82,000 

Funds supported a website redesign including programming, 

SEO, placement, order pages, l anding pages and outbound 

mail costs for the web. The site provides customers greater info 

about the company and stimulates cross-selling/marketing with 

successful out-of-state businesses. 

Beach Pulses, LLC 

MaL Chaudhry, Beach 

Grant Amount: S 75,000 

Total Budget: $ 2,500,000 

Funds will be used to develop and implement a marketing plan 

to promote North Dakota pulse crops in multi-regional markets. 

They will also assist in potentially acqujring a prominent 

presence in the domestic market that is concentrated in 

imported value- added pulses. 

Bessy's Best 

Blaine Goetz, SterlinB 

GrantAmount: $ 103,282 

Total Budget: $ 110,709 

T h e  grant fw1ds will be used to pay for newspaper, radio and 

billboard advertising; a permanent sign near the business 

location; website development; and a mobile trajJer for 

marketing products. Additional funding was awarded to hire a 

consultant to help develop a marketing and advertising plan. 

c2renew, LLC 

Corey Kratcha, Walcott 

Grant Amount: $ 

Total Budget: S 

26,000 

51,000 

Funds were used to launch production of the first customer 

orders for biocomposites and to defray costs for meetings with 

potential customers and marketing material development. 

Carbontec Energy Corporation 

Mary Fletcher, Bismarck 

Grant Amount: S 63,000 

Total Budget: s 160,000 

The funds will b e  used to conduct a feasibility study on a 

possible production location in Jamestown. This biobased project 

would pl·ovide another use for North Dakota agricultural 

biomass products and/or biomass by-products. 



Common Enterprise Development Corporation 

Heidi Demars, Bismarck 

GrantAmount: S 10,500 

Total Budget: S 130,000 

The grant funds will be used to conduct a feasibility study and 

explore the potential demand for a consumer-driven local 

foods cooperative in Bismarck-Mandan. The feasibility study 

will provide the data needed in order to move forward with the 

fundraising and membership efforts of the steering committee 

and subcommittees. 

Crunchfuls North Dakota, LLC 

Deepa Senoy, Minot 

GrantAmount: S 65,000 

Total Budget: $ 240,000 

The grant will defray the costs of travel expenses and bar 

development using North Dakota grown dry beans, peas, lentils 

and chickpeas (DPLC). The DPLC bar would focus on bringing 

new and nutritious foods, like healthy recovery snack bars, 

in compliance with the Soldier Fueling Initiative Program for 

military subsistence. 

Destiny Dairy 

Ole Johnson, Stanton 

GrantAmount: S 

lbtal Budget: $ 

45,000 

] 2,965 

The grant will defray the costs of market testing nutrient

rich compost for home, retail and commercial uses, as well as 

industrial and field applications. Funds ·will also be used for 

advertising, promotions and attendance at trade shows. 

MARKETING & UTILIZATION GRANTS 

Endless Harvest 

Steve Froehlich, jamestown 

GrantAmotmt: S 68,000 

Total Budget: S 133,000 

Funds will be used for hiring a controlled environment 

agriculture (CAE) consulting firm which will explore funding 

sources, provide representable lettuce types and educational 

tours, and fmalize specific design components of a proposed 

facility. Lettuce grown will be used fo•- developing market 

presentation and consumer preferences. 

Heimbuch Potatoes, LLC 

Cbad HeiJDbuch, Cogswell 

Grant Amotmt: S 46,400 

Total Budget: S 225,000 

Funds will be used for advanced promotion due to the 

company's increased potato and onion production, as well as 

promote other product lines including additional colors of 

potatoes and red and yellow onions. 

Jamestown;Stutsman County Jobs Development Corp. 

Connie Ova,Jamestown 

Grant Amount: S 

Total Budget: S 

76,000 

1 50,000 

Funds helped to defray the costs of hiring a consultant 

to conduct a feasibility study of two 1 0-acre controlled 

environment agriculture (CAE) leaflettuce production 

facilities in the Jamestown area. This study showed that a CEA 

facility is feasible and that Jamestown is ideally positioned on 

major transportation routes. Opportunities could include 

manufacturing, education, food processing and a CEA 

knowledge center. 

12 



13 MARKETING & UTILIZATION GRANTS 

North Dakota Trade Office 

Dean Gorder, Farao 

GrantAmount: S 42,500 

Total Budget: S 122, 500 

The grant will assist in the expansion of trade mission programs 

by defraying the costs of additional databases for market 

res earch. Funds will also be used to purchase headsets for 

multilingual translation when attending trade missions to bring 

buyers of agricultw·al products to North Dakota. 

Northern Corn Development Corporation 

Tom Lilja, Fargo 

GrantAmount: S 100,000 

Total Budget: S 500,000 

Funds were used to acquire professional accounting, marketing 

and legal services to complete the business plan and acquire the 

necessary equity to launch the enterprise. 

Northern Plains Sustainable Agriculture 

Society - Phase I 

Karri Stroh, LaMoure 

Grant A mount : S 

Total Budget: $ 

15,566 

75,642 

Funding supported outreach and relationship building with 

end-users lo better understand customer needs and develop a 

marketing plan to meet those needs. The grant provided NPSAS 

with first-hand knowledge on where the organic industry is 

headed and what the role is within the industry. NPSAS had 

the opportunity to highlight North Dakota organic products 

and build awareness of the products available. The experience 

provided up- to-date information on new trends and innovative 

ideas and boosted their presence in the industry. 

Progressive Nutrient Systems 

Dan Ol.son, Fargo 

GrantAmotmt: S 76,000 

Total Budget: S 222,500 

Funds &om this grant will be used to demonstrate the technical 

feasibility and the business/economic opportunity for a modular 

distributed ammonia-based system. Analysis will also address the 

system's impact on improving the economic and enviromnental 

sustainability of North Dakota's corn/ ethanol production. 

Red River Commodities, Inc. 

Daniel Hcjiand, Farao 

GrantAmount: S 126,000 

Total Budget: S 321 ,000 

Funds were used for Sun Butter advertising in three major food 

magazines, as well as development and distribution of t\vo 

press releases, two direct customer mail pieces and a S unButter 

ingredient marketing brochure. Funds will also help defray the 

costs for attendance in upcoming food expos. 



Ron Iverson, LLC 

Ron Iverson, Farao 

GrantAmount: S 48,500 

Total Budget: S 100,000 

Funds will be used to conduct a feasibWty study for a cereal 

plant that will manufacture regular, gluten free and organic 

cereal for human consumption . Regular cereal will be 

manufactured dur ing Phase One, while the gluten free and 

organic lines will be introduced during Phase Two. Products 

will use North Dakota grown ingredients as much as possible. 

If ingredients cannot be sourced locally, the company will work 

with producers to grow them in the area. 

West Dakota Feed & Seed 

Kevin Kvamme, Ross 

Grant Amount: S 

Total Budget: $ 

40,000 

91,000 

Funds will be used for attending national specialty crop 

co nventions to develop relationships w ith potential canary seed 

buyers and exploring the potential canary seed tea market. 

MARKETING & UTILIZATION GRANTS 

Created to become a new source of demand for North 
Dakota's sunflowers, SunButter has evolved into a way 
to keep schools safe for allergy sufferers and enrich 
other food products. Red River Commodities joined 
the United States Department of Agriculture over a 
decade ago to research the process of making Sun Butter, 
and now the nut-free product is found on grocery 
shelves in all major chains across the country, as well as 
school cafeterias. 

"When a time came to decide whether we should 
continue with SunButter or drop it as a good idea at 
a bad time, the school lunch demand came along and 
reaUy kept us going," said Dan Hofland, vice president 
of marketing. "It was a key factor, and APUC played an 
important part in keeping that demand going." 

APUC funds allowed Sun Butter to market itself through 
brochures, print ads, webinars, and by defraying costs 
for food expo attendance. The product had humble 
beginnings, though. Hofland remembers filling the 
back of his pickup with the product and taking it to 
the grocery store's customer service counter asking, 
"Where do you want this?" when they didn't have 
distribution in place yet. 

"That's how we got started, and once we proved 
demand, then we were able to look into distribution," 
Hofland said. 

Now Red River Commodities is working to get 
SunButter into industrial markets, and APUC funds are 
again being used to market the product. Holland said 
they are beginning to see results from those efforts and 
have high hopes for the future of SunS utter. 
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Black Leg Ranch 

jeremy Doan, McKenzie 

Grant Amount: $ 

Total Budget: S 

11,000 

24,300 

This grant assisted in the renovation of a ranch guesthouse. 

Funds were used to buy windows, doors, staircase materials, loft ' 

railing, and other improvements to the inside and outside of the 

building to attract more guests. A sewer and drain field were also 

put in place. Tbis renovation allows Black Leg Ranch to house 

additional people for hunting and other activities. 

Cutbank Creek Farm 

PeoBJ Walter, Minot 

Grant Amount: S 

Total Budget: s 

10,500 

37,433 

Funding supported the expansion of Cutbank Creek Farm, 

located near Upham, to a U-Pick and larger commercial 

produce garden operation. The grant will be used for marketing, 

supplies and equipment for direct and wholesale produce along 

with the on-farm U-Pick. 

Homesteaded in 1882, the Black Leg Ranch boasts a 
true cowboy experience for tourists and history buffs 
alike. Located near Sterling, the ranch provides hunting, 
fishing and horseback riding activities along \>vitb a newly 
renovated lodge. AnAPUC grant helped defray the costs of 
improvements, including a bar and commercial kitchen. 

"This was a big, major project:' said owner Jeremy Doan. 
"There is so much craftsmanship in this lodge, inside and 
out. There's a huge deck that wraps aronnd it, a grand 
entrance, and private rooms, and even a honeymoon suite 
with a Jacu�." 

NATURE BASED AGRITOURISM GRANTS 

Dakota Sun Gardens 

Bruce and Merleen Gussioas, Carrinoton 

Grant Amount: $ 

Total Budget: $ 

10,500 

20,000 

The grant helped defray the costs of marketing the gardens 

and winery. Funds also assisted in the building of another yard 

attraction, supporting various plant materials and the purchase 

of a berry variety for a unique wine production. 

Red Trail Vineyard 

Rodney Hooen, Btdfalo 

Grant Amount: $ 

Total Budget: $ 

4,725 

6,692 

Funds were used to advance promotion of the ''ineyard through 

the use of social media. This project helps inform new and 

existing customers of special events, new products and in-house 

specials throughout the year. 

As a fifth generation ranch, guests often ask to view 
pictures, talk to the family, and dive into the farmstead's 
history. Doan said since the ranch preceded North Dakota 
statehood, and contains the remains of the ghost town of 
Brittin, it has gained international appeal. 

"We recently started the agritourism aspect1 and it's finally 
taking effect. lt's been a slow process, growing that side," 
Doan said. 
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InvenTus, LLC 

Norm Miller, Mapleton 

Grant Amount: S 26,000 

Total Budget: S 122,000 

Funds will b e  used to complete the electronics and supply 

portion of the prototype Hydro-Pack for a fuel economy cell to 

be mounted with gas or diesel engines to conserve 30 percent 

in fuel usage. Along with fuel conservation, the emissions are 

reduced accordingly. Commercialization wiJl be done through 

a dealer network. 

StopSensor 

Larry Mosbrucker, New Salem 

Grant Amount: S 

lotal Budget: $ 

25,000 

53,300 

Funds will help bring StopSensor to market with the production 

of 1 5  prototype devices and related accessories to be used in 

field tests and product demonstrations. These units will be 

tested in a variety of agricult-ural applications from small farm 

operations to agronomy centers. Funds wiJl also be used to 

obtain a patent and to implement refinements to StopSensor's 

design based on field test resu lts. 

Sun Valley Container 

Dan Hanson, Thompson 

Grant Amotmt: $ 

Total Budget: $ 

25,000 

78,359 

Funds will be used for product design and prototype testing. 

They will also be used for attorney and patent fees necessary 

to obtain a patent state-of-the-art plastic sugar container. 

PROTOTYPE DEVELOPMENT & TECHNOLOGY GRANTS 

Trojan Hoist Company 

Scott Thompson, Dickinson 

Grant Amount: S 

Total Budget: S 

25,000 

60,000 

The grant vvill assist :in the development of a portable crane 

system suited fot· agriculture uses. The project will include 

presentations to prospective customers, development of 

mounting adapters, crane test samples and other refmements 

based on customer feedback. 

VFM, LLC 

Ryan Raouse, Forno 

GrantAmount: S 28,500 

Total Budget: s 200,000 

Funds will assist with prototype development, such as parts, 

wages for software development, alpha/beta testing, patent/ 

trademark research and patent applications for a mobile 

application for autosteer technology. 

Warp Speed Torque Drive 

Ernie Brookins, West Farao 

Grant Amount: S 

Total Budget: S 

26,000 

71 ,000 

Fw1ds will help fmalize a production model of a hybrid drive 

system retrofit kit for an Allison transmission and advance i t  

from the prototype phase to the production model. 
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19 PROTOTYPE DEVELOPMENT & TECHNOLOGY GRANTS 

StopSensor is a device to help machinery or truck drivers 
properly align their equipment in order to avoid missing the 
mark when dumping grain, oil, cement or sand. As a farmer, 
StopSensor inventor Larry Mosbrucker understood the 
hassles and safety issues of repeatedly checking positioning 
or needing a spotter. 

"T knew there had to be a better way so a person doesn't 
have to jump in and out of the truck all the time to check 
your positioning," Mosbrucker said. "I had this problem my 
whole life in farming, and then it just clicked. But I knew the 
product had to be something simple, not complicated." 

StopSensor was warmJy welcomed in agriculture circles, and 
is now finding success within the oil industry. Mosbrucker 
was able to produce 15 prototype devices with APUC funds, 
and he feels the product has potential to make a huge impact. 

"It's a big safety thing," Mosbrucker said. "To talk to the safety 
guys for the oil companies really was powerful. They really 
thought this could be something." 

Rail representatives have also encouraged Mosbrucker 
to design StopSensor for trains to load oil or other cargo 
more efficiently. 

"They have to stop and start 300 times per train," Mosbrucker 
said. "If I could build something to put them into the right 
spot all the time, that would be incredible. That market is 
gigantic, and what about all the other commodities with 
trains? I mean, the sky's the limit." 



SPONSORSHIPS 

North Dakota 4-H Foundation 

Mylie Lavold, Farao 

S 1 ,000 Sponsorship 

APUC sponsored the 4-H Judging Contests program, which 

helps educate kids in effectively judging factors ranging from 

traditional crops and land, beef and dairy to new initiatives 

in science. 

North Dakota FFA Foundation 

Beth Bakke Stenhjem, Bismarck 

S 1 ,000 Sponsorship 

APUC has been a 20-plus year sponso1· to the National FFA 

Organization (for mer ly Future Farme1·s of America) Proficiency 

Award for Value-Added Food Processing. 

Last year, the North Dakota 4-H Foundation budgeted over 
S 100,000 in direct program support for 4-H programs 
in North Dakota, ranging from traditional crops and land 
judging to new initiatives in science, such as robotics. The 
organization relies on donors and sponsors to fund the 
programs, and while many designate their gift to a particular 
curriculum, unrestricted funds like those APUC provides 
helps fill the gaps to meet the budget. 

4-H enroUs ovc1· 5,000 members in tnditional clubs and 
reaches around 20,000 kids with short term programs like 
camps or Science Day projects. North Dakota 4-H was 
included in a recent study conducted by Tufts University 
that evaluated the impact of community-based programs on 
positive youth development. The study showed kids involved 

SPONSORSHIPS 

North Dakota FFA Foundation 

Beth Bakke Stenhjem, Bismarck 

S 1,000 Sponsorship 

APUC sponsored the Ag Processing Proficiency awards and 

travel stipends for t.he proficiency finalists to attend the National 

FFA Convention held in mdianapolis, IN. 

Williston Area Development Corp. 

Ann Kvande, Williston 

S 1 , 000 Sponsorship 

APLIC helped sponsor a showcase event that focuses on 

improving the economic and environmental performance of 

agricuJtw·e in the Mon-Dak region. 

in a program such as 4-H are more likely to avoid risky 
behaviors such as drugs, drinking, smoking and bulLying and 
are more likely to graduate, attend college and give back to 
their communities. 

"The study showed kids in these programs have a heightened 
sense of community awareness and citizenship, so within the 
programs the life skills are happening, but there's all this 
other positive youth development that's happening/' My lie 
Lavold, development director of the North Dakota 4-H 

Foundation, said. "So every gift that we get helps us deliver 
those things and impacts the kids, and that in turn comes 
back and impacts our communities." 
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21 TECHNICAL ASSISTANCE GRANT 

TECHNICAL ASSISTANCE GRANT 

Technical Assistance Grants are designed to maintain and expand 

North Dakota's existing value-added businesses. The grants arc 

intended to help businesses become more competitive, productive 

and profitable. An eligible candidate for t.h.is grant is an existing 

company located, operating and registered in North Dakota that 

adds value to agricultural products, includ ing food manufacturers 

and beverage manufacturers. 

The Dakota Manufacturing Extension Partnership 

Randy Schwartz, Bismarck 

Grant Total: 

Total Bu dget: 

s 

s 

35,529 

52,835 

Funds will be used for consultant and expert fees, travel, 

materials, facilities, Menvyn concept testing for the companies, 

and fiscal agent fees. The pilot project, lnnovation Engineering 

Management System, assists three APUC qualified companies 

(<50 employees) to accelerate existing ideas and projects to 

implementation and commercialization. It also works to create 

meaningful, unique ideas to grow the business with new and 

current customers. 

The Dakota Manufacturing Extension Partnership 
(MEP) has joined a national network to pilot the 
Innovative Engineering Management System. It allows 
established companies, including three APUC-qualified 
companies, to get beyond traditional barriers and allow 
their creative juices to flow again. 

"With the support ofAPUC, we can get companies 
exposed to how to create and implement ideas that are 
meaningful and unique to the marketplace," said MEP 
director Randy Schwartz. "Most companies don't have a 
system or process in place to do this." 

Schwartz said 40 percent of companies are reactive, 
while only 15 percent are proactive. The goal of 
Dakota MEP is to reverse that trend. 

"Ideally we're trying to tell companies to become 
proactive and less reactive in terms of how they create 
ideas and how they engage and empower people to 
move ideas forward," Schwartz said. "ft takes about 
two years to fully implement this. This is designed for 
companies that are going to continue to grow, invest 
and develop their people." 

Dakota MEP has a successful track record, generating 
companies an average of S 1.4 million in benefits and 
impacts. In the second quarter of 2012, Dakota MEP 
teamed with eight companies in which benefits and 
impacts averaged almost S2 million per project. 

"That's what makes us a lot different than other 
programs in that the size of the companies we're 
working with can generate those kinds of benefits and 
impacts," Schwartz said. "I t's quite a bit different than 
what a startup or relatively small company could do." 



FINANCIAL INFORMATION 

FUNDING SOURCES 

$1., 701.,483 
$1,518,859 

$738,284 
$300,000 

General Funds Gas Tax Refund Federal Grants Authority Carry-Over Authority 

A PUC's appropriation for the 201 1-201 3 biennium totaled S4,258,626 and was provided from the following sources: 

• Up to $738,284 was authorized to b e  coUccted from the Agricultural Fuel Tax Fund, funded by a $.02 "check-off" 

of farmers' ofT-road gas tax refunds. 

• $ 1 ,701 ,483 was appropriated directly from the state general fund. 

• At the beginning of the biennium an additional $ 1 , 5 1 8,859 was authorized as carry-over authority from the 

previous biennium. 

Financials as of September 30, 2012 

Expenditures Budgeted 

Salaries & Benefits $ 183,964 $ 290,989 

Operating Expenses $ 40,518 $ 96,790 

Grant Commitments * $ 812,620 $ 3,870,847 

Total Expenditures $1,037,102 $4,258,626 

Remaining Appropriation: $3,221,524 

* Includes Carry-Over Commicmenc 
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North Dakota’s Centers of Excellence and Centers of Research Excellence are 
partnering with our research institutions and private sector companies to generate 
jobs and new business opportunities. 

The Centers program is one based on partnerships. It seeks to build on the 
intellectual resources, high-tech equipment and training capacities of our colleges 
and universities by allowing the private sector access to these valuable assets. 
Currently, 115 companies have formed partnerships with the Centers of Excellence and 
Centers of Research Excellence. These partnerships have leveraged $190 million of 
matching funds for the state’s investment of $52.4 million in the Centers.

Overall, the Centers program has had an economic impact of $634.6 million since its 
creation in 2005. As of June 30, 2012, the Centers program has produced over $14 in 
economic impact for every $1 of state funds invested since their creation according 
to a 2012 North Dakota State University study. 

The Centers program and its partners generate results, having created over 1,080 
direct jobs and an estimated payroll over $69.2 million.

North Dakota must continue to aggressively pursue research in our state’s target 
industries. The Centers of Excellence and Research Excellence are key factors in 
helping private sector businesses uncover promising new opportunities to keep 
North Dakota’s economy growing and prosperous for future generations. 

Sincerely,

Jack Dalrymple
Governor

A
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INTRODUCTION
The Centers of Excellence & Research 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, aerospace, manufacturing and electronics.



FUNDS INVESTED
TO DATE

Since the first Centers of Excellence were 
approved by the State Legislature in 2003, 
a total of $69.9 million of state funds have 
been invested in 25 Centers of Excellence 
& Research Excellence and an additional 
16 research, infrastructure and economic 
development projects. Of these funds, 
$44.1 million has been spent by the Centers 
and grant recipients as of June 30, 2012.

ECONOMIC IMPACT

The Centers of Excellence program has 
had $635 million in estimated total 
economic impact to North Dakota’s economy. 
This includes a direct impact of $216 million 
generated by the Centers, grant recipients 
and their partners. 

ECONOMIC IMPACT

$ 0 $200 m $400 m $800 m$600 m

$635,000,000
Total impact

$216,000,000
Direct impact

$44,100,000
Award funds spent

$8,313,779
Disbursed
(not Spent)

$44,134,504
Spent

$17,482,817
Awaiting Disbursement

CENTERS OF EXCELLENCE INVESTMENT
$69.9 million awarded through June 30, 2012

The Centers of Excellence Program has contributed to the creation or expansion of 
24 businesses. This includes nine new spinoff companies, ten companies that expanded to 

North Dakota, and five North Dakota companies that have expanded within the state.
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JOBS IMPACTED

Centers and grant recipients impact 
North Dakota jobs in several ways: 

1) Jobs are created at the Centers themselves; 

2) Private sector partners create new jobs as 
    a result of their projects with a Center; and 

3) Centers facilitate job growth by providing
     workforce training.

As of June 30, 2012, Centers, grant recipients 
and their partners have created or contributed 
to the creation of 1,082 jobs at an estimated 
annual payroll of $69.2 million. 

MATCHING FUNDS

As of June 30, 2012 the Centers and grant 
recipients have obtained over $189 million 
of matching and leveraged funds. When 
comparing matching and leveraged funds 
received to award funds spent, a ratio better 
than 4:1 is realized.

$120 m

$90 m

$60 m

$30 m

$0

$116.2 m

Cash In-Kind

$23.6 m

Cash
Reserve

$50.1 m

MATCHING & LEVERAGED
FUNDS RECEIVED

$100 m

$80 m

$60 m

$40 m

$20 m

$95.3 m

Private

$94.6 m

Non-
Private

$44.1 m

State

79
Jobs created
at Centers

533
Jobs impacted
by Training

In FY12 the Williston State College 
Petroleum Safety and Technology 

Center provided training to over 6,900 
individuals (duplicated count) for 338 

oil and gas companies operating in 
North Dakota.
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Photo courtesy of the North Dakota State University Research and Technology Park – Research II Building.
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The following pages detail new awards approved in Fiscal Year 2012. 

For details on previously approved Centers of Excellence and Centers of 

Excellence Enhancement Grants, visit www.NDCentersOfExcellence.com.
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CENTERS OF EXCELLENCE COMMISSION MEMBERS

The Centers of Excellence Commission oversees the selection process and administration of 
Centers of Excellence, Centers of Excellence Enhancement Grants, Centers of Research Excellence, 
Base Realignment Grants, and Limited Deployment Cooperative Airspace Projects (LDCAP).

The Centers of Excellence Commission, with assistance from the North Dakota Department of 
Commerce, oversees the post-award monitoring of all Centers and grant recipients. The process 
includes quarterly updates, site visits, third-party audits and an in-depth annual review of each 
award. All grant recipients are required to complete at least six years of post-award monitoring.

One objective of the post-award monitoring activities is to measure the progress of an award 
against the results proposed in its respective application for funding. Another objective of the 
post-award monitoring activities is to ensure grant recipients are spending award funds in 
compliance within the scope of their project and in accordance with program requirements.  
Centers and grant recipients that demonstrate progress and compliance with program 
requirements are funded in stages according to their respective Centers of Excellence 
Commission-approved budget.

| 8 |



Centers of Research Excellence

Beginning in 2011, the Centers of Excellence program sharpened its focus on research, development and 
commercialization activities. The program was retitled Centers of Research Excellence and is now only 
accessible by the University of North Dakota, North Dakota State University or related non-profit 
foundations working in partnership with the private sector.

Although many of the criteria for approval are similar, a significant change was made to the matching 
funds requirements. Under Centers of Research Excellence, a Center must obtain $2 of matching 
funds for every $1 of state funds. Of the $2 of matching funds, at least one dollar must be cash, of 
which at least fifty cents must be from the private sector. The 2011 Legislature allocated $5 million for 
new Centers of Research Excellence. Centers and grant recipients that demonstrate progress and 
compliance with program requirements are funded in stages according to their respective Centers of 
Excellence Commission-approved budget. All numbers reflected in this report are as of June 30, 2012. 

As of June 30, 2012 the Centers of Excellence Commission has approved two new Centers.

Center for Technologically Innovative Processes and Products
North Dakota State University

Launch Date:  August 2012      Award:  $320,000      Matching & Leveraged Funds:  $0

The Center will collaborate with private sector partners to perform research and development focused 
on key stages of product development and production. The research and development activities are 
aimed at identifying new materials and process that will generate higher quality, lower production 
costs and improved profit margins. These outcomes may lead to new or improved products, new 
markets and new technologies for future product development.

Center for Life Sciences Research and Applications
North Dakota State University

Launch Date:  November 2012      Award: $1.35 million      Matching & Leveraged Funds: $0

The Center will partner with Sanford Health to perform human genomics and bioinformatics 
research focused initially on breast cancer, behavioral genetics and certain rare diseases in 
children. The Center will also collaborate with other partners to research DNA-based forensics 
and other DNA-based applications.  

The potential outcomes of the Center’s research may be creation, development and testing/evaluation 
of new diagnostics, treatments and related healthcare services that have commercial potential in 
North Dakota and elsewhere.

Base Realignment Grants

The 2011 Legislature allocated $3 million for Base Realignment Grants which are to be used for 
infrastructure and economic development projects or programs to accommodate growth in proximity 
to, or at, the Grand Forks Air Force Base. As of June 30, 2012 the Centers of Excellence Commission 
has approved five Base Realignment Grants.

Global Hawk Sensor Operator Part Task Trainer
University of North Dakota

Launch Date:  December 2011      Award:  $878,204      Matching & Leveraged Funds:  $9.787 million

This project teams the University of North Dakota Unmanned Aircraft Systems (UAS) Center of 
Excellence with Northrop Grumman Corporation on the development of a training simulator prototype 
for Global Hawk Block 40 sensor operators. This project also includes development of a business 
capture plan and an unsolicited proposal to the U.S. Air Force to establish a Global Hawk Block 40 
training program in Grand Forks. The proposed training program is expected to increase the number of 
sensor operators trained and provide significant cost avoidance for the U.S. Air Force.

The Global Hawk is a high altitude long endurance UAS used for surveillance and as a communications 
relay. The Grand Forks Air Force Base has been designated by the U.S. Air Force as the main operating 
base for the Block 40 version of the Global Hawk. Six Global Hawk Block 40 aircraft are currently 
based out of Grand Forks, with that number expected to grow to eleven.

Integrating UAS into the National Airspace, Phase II
University of North Dakota

Launch Date:  December 2011      Award:  $255,440      Matching & Leveraged Funds:  $151,000

This grant continues funding for an effort to position North Dakota as the prime location to research, 
develop and deploy UAS, as well as accelerate UAS integration into the national airspace. An Airspace 
Integration Team of North Dakota aviation professionals and experts was formed to facilitate these 
efforts, initially focusing on the development of an unsolicited proposal to the Federal Aviation 
Administration (FAA) to establish a UAS test site in North Dakota. The proposed test site would provide 
a place for industry to research, develop and deploy UAS while demonstrating that UAS can operate 
safely in the national airspace. The Airspace Integration Team has transitioned its efforts toward 
answering a solicited request by the FAA for applications for National Test Sites.

Currently, UAS usage is dominated by military applications occurring in other parts of the world. 
However, there is broad potential for civilian applications should the FAA approve their usage in 
the national airspace. UAS is estimated to be a multi-billion dollar industry.

Joint Distributed Common Ground System
University of North Dakota Center for Innovation Foundation

Launch Date:  December 2011      Award:  $125,706      Matching & Leveraged Funds:  $46,000

This grant provided funding for a study examining the feasibility of establishing a joint Distributed 
Common Ground Station (DCGS) at the Grand Forks Air Force Base. A DCGS is a large, secure facility 
where data from manned and unmanned aircraft are analyzed for various intelligence purposes. Other 
opportunities such as establishing training and maintenance facilities at the Grand Forks Air Force 
Base were also explored under the study. The overarching goal of the study was to identify promising 
initiatives that align with Air Force needs that also provide cost savings and bolster activity at the 
Grand Forks Air Force Base.

Enhanced Use Lease for Grand Forks Air Force Base
University of North Dakota Center for Innovation Foundation

Launch Date:  August 2012      Award:  $486,750      Matching & Leveraged Funds:  $0

This grant provides funding to advance opportunities identified in the “Joint Distributed Common 
Ground System” feasibility study by submitting an Enhanced Use Lease application to the U.S. Air 
Force. If the application is approved, the U.S. Air Force and Grand Forks County will enter into 
negotiations for an Enhanced Use Lease at the Grand Forks Air Force Base.

Obtaining an Enhanced Use Lease would allow Grand Forks County to begin development activities on 
approximately 200 acres of underutilized land at the Grand Forks Air Force Base, which could include 
training and maintenance facilities as part of a UAS business park at the Grand Forks Air Force Base.  
This base realignment grant provides funding for the Enhanced Use Lease application process as well 
as the negotiation process, should the U.S. Air Force approve the initial application.

Airspace Integration Team UAS National Test Site Application
University of North Dakota

Launch Date:  November 2012       Award:  $500,000      Matching & Leveraged Funds:  $0

Congressional language in a defense spending bill and the Federal Aviation Administration (FAA) 
Reauthorization bill require the FAA to create six UAS test sites in the United States. The test sites will 
provide a controlled environment where limited integration of UAS into the national airspace will occur.   
The six test sites will serve as a blueprint for full integration of UAS into the national airspace.  

In addition to providing considerable scientific benefits, the six national test sites are sure to become 
economic engines that attract significant private sector activity. The UAS industry is estimated to be a 
multi-billion dollar annual industry. As a result of the Congressional action, North Dakota’s Airspace 
Integration Team has refocused its efforts on successfully navigating the formal selection process 
administered by the FAA. The Airspace Integration Team will remain committed to establishing a 
compelling case for North Dakota as a national test site, and this grant provides funding to facilitate 
those efforts. 
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economic engines that attract significant private sector activity. The UAS industry is estimated to be a 
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Integration Team has refocused its efforts on successfully navigating the formal selection process 
administered by the FAA. The Airspace Integration Team will remain committed to establishing a 
compelling case for North Dakota as a national test site, and this grant provides funding to facilitate 
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The University of North Dakota UAS Center of Excellence opened a MQ-1/9 UAS 
Training Center at the Grand Forks Air Force Base in August 2011. The training 

center will be used to train instructors, pilots and sensor operators for both civil and 
military customers. Customs and Border Patrol is currently using the program for 

recurrent pilot training.
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new Centers of Research Excellence. Centers and grant recipients that demonstrate progress and 
compliance with program requirements are funded in stages according to their respective Centers of 
Excellence Commission-approved budget. All numbers reflected in this report are as of June 30, 2012. 

As of June 30, 2012 the Centers of Excellence Commission has approved two new Centers.

Center for Technologically Innovative Processes and Products
North Dakota State University

Launch Date:  August 2012      Award:  $320,000      Matching & Leveraged Funds:  $0

The Center will collaborate with private sector partners to perform research and development focused 
on key stages of product development and production. The research and development activities are 
aimed at identifying new materials and process that will generate higher quality, lower production 
costs and improved profit margins. These outcomes may lead to new or improved products, new 
markets and new technologies for future product development.

Center for Life Sciences Research and Applications
North Dakota State University

Launch Date:  November 2012      Award: $1.35 million      Matching & Leveraged Funds: $0

The Center will partner with Sanford Health to perform human genomics and bioinformatics 
research focused initially on breast cancer, behavioral genetics and certain rare diseases in 
children. The Center will also collaborate with other partners to research DNA-based forensics 
and other DNA-based applications.  

The potential outcomes of the Center’s research may be creation, development and testing/evaluation 
of new diagnostics, treatments and related healthcare services that have commercial potential in 
North Dakota and elsewhere.

Base Realignment Grants

The 2011 Legislature allocated $3 million for Base Realignment Grants which are to be used for 
infrastructure and economic development projects or programs to accommodate growth in proximity 
to, or at, the Grand Forks Air Force Base. As of June 30, 2012 the Centers of Excellence Commission 
has approved five Base Realignment Grants.

Global Hawk Sensor Operator Part Task Trainer
University of North Dakota

Launch Date:  December 2011      Award:  $878,204      Matching & Leveraged Funds:  $9.787 million

This project teams the University of North Dakota Unmanned Aircraft Systems (UAS) Center of 
Excellence with Northrop Grumman Corporation on the development of a training simulator prototype 
for Global Hawk Block 40 sensor operators. This project also includes development of a business 
capture plan and an unsolicited proposal to the U.S. Air Force to establish a Global Hawk Block 40 
training program in Grand Forks. The proposed training program is expected to increase the number of 
sensor operators trained and provide significant cost avoidance for the U.S. Air Force.

The Global Hawk is a high altitude long endurance UAS used for surveillance and as a communications 
relay. The Grand Forks Air Force Base has been designated by the U.S. Air Force as the main operating 
base for the Block 40 version of the Global Hawk. Six Global Hawk Block 40 aircraft are currently 
based out of Grand Forks, with that number expected to grow to eleven.

Integrating UAS into the National Airspace, Phase II
University of North Dakota

Launch Date:  December 2011      Award:  $255,440      Matching & Leveraged Funds:  $151,000

This grant continues funding for an effort to position North Dakota as the prime location to research, 
develop and deploy UAS, as well as accelerate UAS integration into the national airspace. An Airspace 
Integration Team of North Dakota aviation professionals and experts was formed to facilitate these 
efforts, initially focusing on the development of an unsolicited proposal to the Federal Aviation 
Administration (FAA) to establish a UAS test site in North Dakota. The proposed test site would provide 
a place for industry to research, develop and deploy UAS while demonstrating that UAS can operate 
safely in the national airspace. The Airspace Integration Team has transitioned its efforts toward 
answering a solicited request by the FAA for applications for National Test Sites.

Currently, UAS usage is dominated by military applications occurring in other parts of the world. 
However, there is broad potential for civilian applications should the FAA approve their usage in 
the national airspace. UAS is estimated to be a multi-billion dollar industry.

Joint Distributed Common Ground System
University of North Dakota Center for Innovation Foundation

Launch Date:  December 2011      Award:  $125,706      Matching & Leveraged Funds:  $46,000

This grant provided funding for a study examining the feasibility of establishing a joint Distributed 
Common Ground Station (DCGS) at the Grand Forks Air Force Base. A DCGS is a large, secure facility 
where data from manned and unmanned aircraft are analyzed for various intelligence purposes. Other 
opportunities such as establishing training and maintenance facilities at the Grand Forks Air Force 
Base were also explored under the study. The overarching goal of the study was to identify promising 
initiatives that align with Air Force needs that also provide cost savings and bolster activity at the 
Grand Forks Air Force Base.

Enhanced Use Lease for Grand Forks Air Force Base
University of North Dakota Center for Innovation Foundation

Launch Date:  August 2012      Award:  $486,750      Matching & Leveraged Funds:  $0

This grant provides funding to advance opportunities identified in the “Joint Distributed Common 
Ground System” feasibility study by submitting an Enhanced Use Lease application to the U.S. Air 
Force. If the application is approved, the U.S. Air Force and Grand Forks County will enter into 
negotiations for an Enhanced Use Lease at the Grand Forks Air Force Base.

Obtaining an Enhanced Use Lease would allow Grand Forks County to begin development activities on 
approximately 200 acres of underutilized land at the Grand Forks Air Force Base, which could include 
training and maintenance facilities as part of a UAS business park at the Grand Forks Air Force Base.  
This base realignment grant provides funding for the Enhanced Use Lease application process as well 
as the negotiation process, should the U.S. Air Force approve the initial application.

Airspace Integration Team UAS National Test Site Application
University of North Dakota

Launch Date:  November 2012       Award:  $500,000      Matching & Leveraged Funds:  $0

Congressional language in a defense spending bill and the Federal Aviation Administration (FAA) 
Reauthorization bill require the FAA to create six UAS test sites in the United States. The test sites will 
provide a controlled environment where limited integration of UAS into the national airspace will occur.   
The six test sites will serve as a blueprint for full integration of UAS into the national airspace.  

In addition to providing considerable scientific benefits, the six national test sites are sure to become 
economic engines that attract significant private sector activity. The UAS industry is estimated to be a 
multi-billion dollar annual industry. As a result of the Congressional action, North Dakota’s Airspace 
Integration Team has refocused its efforts on successfully navigating the formal selection process 
administered by the FAA. The Airspace Integration Team will remain committed to establishing a 
compelling case for North Dakota as a national test site, and this grant provides funding to facilitate 
those efforts. 
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Limited Deployment Cooperative Airspace Project

Unmanned Aircraft Systems (UAS) have had a tremendous impact on U.S. military strategy and 
operations. There is also vast potential for UAS applications in civilian industries such as energy and 
agriculture. Before UAS can be fully integrated into the national airspace for civilian usage, it must be 
demonstrated that UAS can operate safely and in harmony with other aircraft in the national airspace.

The 2011 Legislature allocated $4 million for Limited Deployment Cooperative Airspace Projects 
(LDCAP) that bring the University of North Dakota and North Dakota State University together in 
partnership with MITRE, the research arm of the Federal Aviation Administration; NASA-Langley 
Research Center; Draper Laboratory; the North Dakota National Guard; and Appareo Systems. As of 
June 30, 2012 the Centers of Excellence Commission has approved two projects.

The goals of LDCAP include establishing a controlled experimental environment where live field tests 
may be performed and evaluated. The data generated from the field tests will be used to identify and 
address critical safety concerns regarding the full integration of UAS into the national airspace.
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“LDCAP is an extremely valuable test which addresses research questions 
surrounding ADS-B and ground-based radars as a sense and avoid capability.” 

- Frank Jones, NASA-Langley Research Center

Limited Deployment Cooperative Airspace Project
University of North Dakota

Launch Date:  October 2011      Award:  $2.7 million      Matching & Leveraged Funds:  $3.2 million

The University of North Dakota is collaborating with MITRE, NASA-Langley, Draper Laboratory and the 
North Dakota National Guard to investigate the viability of Automatic Dependent Surveillance-Broadcast 
(ADS-B) “sense and avoid” capability for UAS. The ability of a UAS to “sense and avoid” other aircraft is 
a critical safety concern. ADS-B technology allows an aircraft, manned or unmanned, to broadcast 
essential information about its location and to gather similar data from other nearby aircraft, allowing 
pilots to make necessary adjustments to safely avoid other air traffic.

The University of North Dakota and its collaborators are also testing whether radar data can be used to 
feed Traffic Information Service-Broadcast (TIS-B), which provides “ADS-B-like” surveillance for aircraft 
not equipped with ADS-B technology.

Automatic Dependent Surveillance-Broadcast Miniaturization Program
North Dakota State University

Launch Date:  November 2011     Award:  $1.3 million     Matching & Leveraged Funds:  $2.424 million

North Dakota State University is collaborating with Appareo Systems to research and design a 
miniaturized radio chip that uses ADS-B technology to broadcast an aircraft’s GPS position, altitude 
and other relevant information to air traffic control and other aircraft. The availability and utilization 
of this data is expected to enhance safe operations of all aircraft, manned and unmanned, in the 
national airspace. 

The radio chip under development by North Dakota State University and Appareo will offer reduced 
power consumption, weight and cost as compared to current commercially available ADS-B radio chips. 
These advancements increase the viability of broad implementation of ADS-B technology as part of a larger 
strategy allowing for the eventual full integration of UAS into the national airspace.  
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PROGRAM PARTNERS

AAG, Inc.

Access Energy, LLC

Aerosim

Agri ImaGIS

Akzo-Nobel Aerospace Coatings

Aldevron

Alliance Pipeline, Inc.

Altravax

Appareo Systems, LLC

Arkema, Inc.

Ashland, Inc.

Avenue Right

Avianax, LLC

Basin Electric Power Cooperative

Bayer Material Science

BenchMark Energy

Bobcat Company

Boeing

Boldmethod

BOSH Global Services

Catalyst Clincial Research, LLC

Caterpillar Remanufacturing Drivetrain

Clear Springs

Clinical Supplies Management

ComDel Innovations

Computer Modeling Group

Connecticut Center for 
Advanced Technology

Continental Resources, Inc.

Corsair Engineering

CorsiTech

Crew Training International

Cutbank Creek Produce

Denbury, Inc.

DenYon Energy

Elinor Specialty Coatings

Eltron Research & Development, Inc.

FARRMS

Fisher & Associates

General Atomics Aeronautical Systems

General Dynamics

General Electric

GeoOptics, Inc.

Goodrich

Great Northern Power Development

Great Point Energy

Headwaters/Great River Energy-Blue 
Flint Ethanol

Hess Corporation

High Plains Equipment

Impact Foundation 

Infinity Development Partners, LLC

InnerGeo, LLC

Insitu, Inc.

IntegenX

Intraglobal Biologics, Inc.

Jeffrey Donohoe Associates, LLC

KBR, Inc.

Killdeer Mountain Manufacturing

Krisara Engineering

Kuraray Chemicals, Americas

L-3 Communications

LM Wind Power 

Lockheed Martin

Marathon Oil Corp.

MaxWest Environmental Systems, Inc.

MDU

Merlin RAMCo, Inc.

Monsanto

Navigator Development Group, Inc.

Next Healthcare, Inc.

Nissan Chemical America Corp.

North Dakota Biodiesel

North Dakota Farmers Market & 
Growers Association

North Star Organic Farms

Northrup Grumman Corporation

Novadigm Therapeutics

Operational Security Services, Inc.

Pedigree Technologies

Poudre Valley Environmental Sciences, Inc.

PPG Industries

Pratt & Whitney Rocketdyne, Inc.

Praxis Strategy Group

Presco, LLC

Rapid Engines

ReconRobotics

Red Trail Energy

Riverbound Farm

Rockwell Collins

Schiltz Goose Farms, North, Inc.

SDS International, Inc.

SeaTec, LLC

SGC Energia

Shell Chemicals

Simlat

Somahlution

SpaceAge Synthetics

Spiritwood Station

St. Mary Land and Exploration Company

Starkey Laboratories, Inc.

Superior Edge

Technology Applications Group

Tesoro

Thompson Farm

TIORCO

Tri-State Aviation

Triton Systems, Inc.

United States Automotive Partnership

United Technologies Research Center

Unmanned Applications Institute  Int'l.

URS Corporation

V2 Aerospace, Inc.

Western Research Institute

Whiting Petroleum Corp.

Wholesale Supply Company, Inc.

Wynntryst, LLC

Xcel Energy
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Centers of Excellence
Center for Innovation UND Jan 2005 $0.800 $3.565
Center for Advanced Electronics Design & Manufacturing NDSU Feb 2006 $3.000 $14.005
Dakota Precision Ag Center LRSC Feb 2006 $0.850 $1.890
National Center for Hydrogen Technology UND EERC Feb 2006 $2.500 $58.606
National Energy Center of Excellence BSC Feb 2006 $3.000 $7.292
Center for Surface Protection NDSU May 2006 $4.000 $8.682
Center of Excellence for Agbiotechnology:  Oilseed Development NDSU May 2006 $3.500 $12.000
Enterprise University* VCSU May 2006 $1.000 $5.140
Petroleum Safety & Technology Center WSC May 2006 $0.400 $1.183
Unmanned Aircraft Systems Center of Excellence UND May 2006 $2.500 $15.838

Institute for Technology & Business DSU Strom Oct 2006 $1.150 $5.179Center
Center of Excellence in Life Sciences & Advanced Technologies UNDRF March 2007 $3.500 $4.005
Technology Incubator NDSU March 2007 $1.250 $5.038
Beef Systems Center of Excellence NDSU Oct 2007 $0.800 $2.000
Center for Biopharmaceutical Research & Production NDSU June 2009 $5.015 $6.262
Center for Integrated Electronics Systems NDSU June 2009

June 2009
$2.050 $3.510

Center of Excellence for Passive Therapeutics UNDRF $2.650 $6.554
Center of Excellence in Space Technology & Operations UND June 2009 $1.000 $0.165
Petroleum Research, Education & Entrepreneurship Center UND June 2009 $3.000 $6.604
SUNRISE BioProducts Center of Excellence UND June 2009 $2.950 $3.854
Center for Sensors, Communications & Control NDSU Jan 2011 $2.800

$0.400
$0.014

Entrepreneurial Center for Horticulture DCB June 2011 $0.915
Center for Advanced Technology Development and Commercialization NDSU Nov 2012 $3.900 $0.000

Enhancement Grants
Center for UAS Research Education & Training UND June 2010 $2.754 $1.358
Research 1 Expansion NDSU Jan 2011 $4.000 $0.293
North Dakota UAS Airspace Initiative UND March 2011 $0.100 $0.007
UAS Software & Curriculum Development UND March 2011 $0.600 $0.193
Certificate Programs for Full Motion Video UND Center

for Innovation June 2011 $0.746 $0.025
 & Activity-Based Intelligence Analysis
Grand Forks Air Force Base Realignment Business Transition Program UND June 2011 $0.200 $0.055
Materials & Nanotechnology Center NDSU Sept 2011 $1.000 $0.000

V2 Aerospace, Inc. Technical Assistance UND Center Sept 2011 $0.370 $0.103for Innovation
Law Enforcement and Public Safety Agency Small UAS Course UND May 2012 $0.230 $0.048

Centers of Research Excellence

Center for Technologically Innovative Processes & Products NDSU Aug 2012 $0.320 $0.000
Center for Life Sciences Research & Applications NDSU Nov 2012 $1.350 $0.000

Base Realignment Grants

Integrating UAS into the National Airspace, Phase II UND Dec 2011 $0.255 $0.151
Global Hawk Sensor Operator Part Task Trainer UND Dec 2011 $0.878 $9.787
Joint Distributed Common Ground System UND Dec 2011 $0.126 $0.046
Enhanced Use Lease for Grand Forks Air Force Base UND Aug 2012 $0.487 $0.000
Airspace Integration Team UAS National Test Site Application Proposal UND Nov 2012 $0.500 $0.000

Limited Deployment Cooperative Airspace Project

Limited Deployment Cooperative Airspace Project UND Oct 2011 $2.700 $3.200
Automatic Dependent Surveillance-Broadcast Miniaturization Program NDSU Nov 2011 $1.300 $2.424

           GRAND TOTALS $69.931 $189.991

*Enterprise University concluded its operations and returned $200,545.51 of its original $1 million Centers of Excellence Award to the North Dakota general fund.

University, College
 or related Foundation

Match & Leveraged Funds
Received (in millions)

Awards 
(in millions)

Launch 
Date
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1. 9:00 am - Alan Anderson, Commissioner
• Overview of the Department of Commerce, its divisions, and partner programs

2. 9:45 am - Research North Dakota
• Dr. Phil Boudjouk, NDSU Office of Research, Creative Activities, and Technology Transfer

(RCAD)
• Troy Kraft, Vice President, Doosan-Bobcat
• Dave Zupi, Director, Triton Svsterns-Fargo
• Mike Moore, UNO Office of Intellectual Property Commercialization & Economic

Development

3. 10:15 am - AI Palmer, UAS Airspace Integration Team
• Discussion of UAS Test Site funding followed by questions

4. 10:25 am - Brig. Gen. AI Dohrmann, Deputy Adjutant General
• UASTest Site
• Base Retention Grants

5. 10:35 am - Gerry Fisher, NO Department ofTrust Lands
• Child Care Facility Grant Pilot Project

6. 10:45 am - Partner & Public Testimony

7. 11:30 am - Conclusion
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DEPARTMENT OF COMMERCE TESTIMONY ON SB 2018
MARCH 15, 2013, 9:00 A.M.

HOUSE ApPROPRIATIONS COMMITTEE, EDUCATION & ENVIRONMENT DIVISION
ROUGHRIDER ROOM

REPRESENTATIVE BOB SKARPHOL, CHAIRMAN

ALAN ANDERSON - COMMISSIONER, ND DEPARTMENT OF COMMERCE

Mr. Chairman and members of the committee, good morning. I am Al Anderson, Commissioner
of the North Dakota Department of Commerce, and I am here before you today in support of SB
2018, the 2013-15 budget for the Department of Commerce.

The Department of Commerce was created in 2001 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.

The North Dakota economy has made tremendous strides these past few years. North Dakota's
gross domestic product (GDP) has had the fastest growth in the nation over the past five years,
including growing 13.1% in 2011 compared to the nation's growth of 3.9%. North Dakota's per
capita personal income was less than 85% of the national average in 2000 and is now well above
the average at 113.7%. A decade ago, North Dakota was focused on creating and recruiting jobs
into the state and now with over 66,000 new jobs we are in a position of having the lowest
unemployment in the nation with two available jobs for every unemployed person.

However, we still have opportunities to continue to grow and diversify our economy. Much of
our success has been tied to two cyclical industries - energy and agriculture. Fluctuations in ag
and energy prices could have a devastating impact on our economy if we do not take the
opportunity to grow the other sectors of our economy. We also need to address infrastructure
challenges out west if we are to make the most of our opportunities related to energy.

Requested Information

You have specifically requested information concerning:
• Budget-specific information relating to:

o 2011-13 appropriation
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o Estimated 2011-13 spending and status of one-time funding items
o 2013-15 budget needs
o 2013-15 one-time funding needs
o Major variances

• Identify any known or potential changes in the level of federal funding to be received by
the department during the 2013-15 biennium, the effect of these changes, and the
department's plan to address these changes.

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 2011-13 appropriation 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 2011-13 appropriation included:
American Indian Business Development Office $50,000
2020 and Beyond $50,000
Nekoma Project $600,000
IDEA Center Grant $300,000
Minot Base Realignment Grant $325,000
Centers of Research Excellence $12,000,000
Tourism Large Infrastructure Grants $750,000
Workforce Enhancement Grants $1,500,000
Electronic portfolio pilot project $150,000
Flood impacted grants/loans $235,000,000
Federal fiscal stimulus $24,496,750

2013-15 Budget Needs and Variances

The next column lists the 2013-15 recommendation. The fourth column on the spreadsheet
includes a listing of the major variances between the 2011-13 appropriation and the 2013-15
recommendation.

Commerce Administration
Commerce Administration is recommended to receive an additional $631,498. The budget
removes discretionary fund carryover authority of $713,693 and the one-time funding items of
$50,000 for the American Indian Business Development Office and $50,000 for the 2020 and
Beyond study. The budget recommendation includes an additional $498,852 for the North
Dakota Census Office which was recently relocated to the department. There are also additional
funds for salary and benefit increases.
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Office of Innovation & Entrepreneurship
The Office of Innovation & Entrepreneurship shows an increase of $5,798,631. The budget
removes Technology-Based Entrepreneurship Grant carryover authority of $626,078 and one-
time funding items including $600,000 for the acquisition of the Stanley R. Mickelson
Antiballistic Missiles Site near Nekoma; $325,000 for a Minot base realignment grant; and
$300,000 in funding for the IDEA Center. The budget recommendation replaces $12 million in
Centers of Research Excellence funding with $12 million for Research North Dakota. The
budget recommendation adds $100,000 in additional funding for the Innovate ND program. $1.5
million is provided for base retention grants to match community funds used for activities to
retain the three air force bases within the state. A total of $5 million is provided for activities
related to an Unmanned Aircraft Systems National Test Site. This includes $1 million that will
be used to continue to pursue Federal Aviation Administration designation as a test site and
another $4 million from the State Investment and Infrastructure Fund for operations of the test
site, if the state is designated. The budget includes $1 million for the North Dakota Planning
Initiative which will provide assistance to communities in developing appropriate plans to handle
the growth they are experiencing. There are also funds for benefit increase and salary costs.

North Dakota Planning Initiative
Governor Dalrymple proposed one-time funding for a North Dakota Planning Initiative within
the Commerce appropriation bill. The budget request is for $1,000,000 and does not include any
FTEs. The North Dakota Planning Initiative will serve three primary functions: preparation for
long-term growth (25% of total request), technical assistance (contracted service - 25% of total
request) and planning grants to local government entities (50% of total request).

In a statewide planning survey with 191 cities and counties responding, we learned 23
respondents have no community-wide plan in place; and 78 respondents intend to update
whatever plan they have in place in the next 12 months. This includes communities across the
state, large and small. From Wahpeton to Amidon and Tioga to Cavalier.

The planning and coordination efforts Commerce has undertaken in the last biennium helped us
better understand the challenges that lie before our communities. We will need the funding
outlined in the Governor's budget request to take the next step and provide assistance to these
communities that helps them plan for long-term growth, access technical assistance and tap into
grant dollars to assist with planning development.

Tourism Division
The Tourism Division has an increase of nearly $2 million. This includes an increase of
$575,000 in the amount available for large tourism infrastructure grants and an additional $1.5
million for tourism marketing. There are also funds for benefit increase and salary costs.

Workforce Development Division
The Workforce Development Division has an increase of $5,700,402. This includes an increase
of $500,000 for one-time Workforce Enhancement grants, additional $600,000 for Operation
Intern, and one-time $5 million for chi1dcare facilities grants. There are also funds for benefit
increase and salary costs.
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Economic Development & Finance Division
The Economic Development & Finance Division budget has a net decrease of $2,020,771. This
includes the removal of $1,518,859 in APUC carryover authority and the removal of a one-time
$1,000,000 in funds for the Small Business Technology Investment Program administered by the
ND Development Fund. There are also funds for benefit increase and salary costs.

Division of Community Services
The Division of Community Services has a net decrease of $267,796,136 - mostly comprised of
decreased spending authority for federal funds. This includes a reduction of spending authority
for Disaster Community Development Block Grants (described as flood impact grants/loans) of
$223,217,134; federal fiscal stimulus funds of $23,669,980; and other federal grants of
$13,570,305. Carryover authority is also removed for child care grants of $92,737 and blend
pump grants of $729,555. Additions include $193,215 in general funds for the HOME Program
and funds for benefit increase and salary costs.

One-time Spending Needs

We also have one-time funding items included in our budget recommendation for the 2011-13
biennium. These include the following:

• $350,000 for a transportation study. This study will be done in cooperation with the
Upper Great Plains Transportation Institute to update their previous reports for
transportation infrastructure needs for county and township roads in the state.

• $12 million for Research North Dakota. These are match dollars for research,
development and commercialization projects at the state's research institutions.

• $5 million for the Unmanned Aircraft Systems (UAS) National Test Site.
• $1.5 million for base retention grants.
• $1 million for the North Dakota Planning Initiative.
• $1,325,000 for large tourism infrastructure grants.
• $2 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.

• $5 million for childcare facility grants.
• $11,782,866 in federal funds for flood impacted grants/loans (Disaster CDBG)
• $796,770 spending authority for federal fiscal stimulus

Requested Carry-over Authority

SB 2018 includes requests for carry-over authority. These requests are for programs that may
commit funds in the current biennium, but in order to provide adequate accountability we would
like to continue to provide the funds on a reimbursement basis into the next biennium. These
requests include:

• Agricultural Products Utilization Commission grants (Section 15)
• Discretionary Funds line item (Section 16)
• Technology-based Entrepreneurship Grants (Section 17)
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• USS North Dakota promotion (Section 18)
• ABM Site Acquisition and Minot Base Realignment grants (Section 19)

Senate Amendments

The Senate approved amendments to SB 2018 that:
• Clarified that the Fargo Air National Guard Base is included in the Base Retention Grants

and removed the community matching requirement.
• Added language for a child care study by the Legislative Management.
• Have the Bank of North Dakota establish a loan guarantee program for child care

facilities.
• Expand the Housing Incentive Fund to allow child care facilities as eligible beneficiaries.
• Direct $2 million of the $12 million available for Research North Dakota (RND) for a

RND Venture Grant program to assist in the establishment of startup and spin-off
businesses based upon technology developed by the research universities. The ND
Development Fund would also have a RND Venture Investment Program to provide
financing to these startup and spin-off businesses. A report would also be required to be
presented to the Budget Section in June 2014 regarding RND and ND Experimental
Program to Stimulate Competitive Research (EPSCoR).

• Appropriates $2.5 million from the Strategic Investment and Improvements Fund for an
Enhanced Use Lease project at the Grand Forks Air Force Base which is contingent upon
an enhanced use lease being signed with the U.S. Air Force and a tenant committing to
the project.

• Requires the ND Economic Development Foundation to report to an interim committee
concerning the progress made towards the recommendation outlined in the 2020 and
Beyond initiative and any recommendations for future legislation.

• Fixes a calculation error in the executive compensation package in the amount of
$261,497.

• Added language regarding the $350,000 included in our budget for the transportation
study, including a reporting requirement to the Budget Section.

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.

Over the course of the legislative session, the Department of Commerce has provided legislators
with copies of printed reports that detail results of Commerce programs. Electronic copies of
these reports can be found at http://bit.lylNDCommerce. These reports include:

• Commerce Biennial Report
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• Centers of Excellence Research Excellence Annual Report
• Agricultural Products Utilization Commission Annual Report
• North Dakota Development Fund Annual Report
• 2020 and Beyond Initiative Report
• EmPower North Dakota Report
• TourismAnnulliReport

Marketing & Communications
We have also provided written testimony on the Marketing & Communications programs. I
would encourage you to review this testimony, as well as take a look at the Site Selection
Magazine Profile of the state that was a result of their efforts. Tracy Finneman, Senior
Marketing and Development Manager, and Sandy McMerty, Senior Communications and
Emerging Technologies Manager, are available for any questions.

That concludes my overview of the Department of Commerce. I would welcome any questions
you may have at this time.
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2013-2015
2013-2015

5,798,631

1,990,451

5,700,402

Community Services
One-time: Flood impacted grants/loans
One-time: Federal fiscal stimulus
otal

General Funds
Federal Funds
Special Funds
Total

(2,020,771)

(267,796,136)

- .•.-.-- --,
legend

2011-13 one-time appropriation, not continuing in 2013-15

o 2011-13 one-time appropriation with carryover authority

• 2011-13 one time appropriation with 2013-15 one-time appropriation

2013-15 new one-time appropriation



Major

Commerce
removes discretionary fund carryover authority of $713,693
removes one-time $50,000 for American Indian Business Development Office
removes one-time $50,000 for 2020 and Beyond study
adds $498,852 for the North Dakota Census Office
adds one-time $350,000 for transportation study
adds funding for salary and benefit increases

Innovation
removes Tech-Based grant carryover authority of $626,078
removes one-time Nekoma funding of $600,000
removes one-time IDEA Center funding of $300,000
removes one-time Minot base realignement grant funding of $325,000
removes one-time CORE funding of $12,000,000
adds one-time Research ND funding of $12,000,000
adds $100,000 to the Innovate ND program
adds one-time $1,500,000 for base retention grants
adds one-time $5,000,000 for UAS test site
adds one-time $1,000,000 for ND Planning Initiative
adds funding for benefit increase and salary costs

Tourism
removes USS North Dakota carryover authority of $86,266
removes one-time $750,000 for infrastructure grants
adds $1,500,000 for tourism marketing and research
adds one-time $1,325,000 for infrastructure grants
adds funding for benefit increase and salary costs

WFD
removes one-time $1,500,000 for Workforce Enhancement Fund
adds one-time $2,000,000 for Workforce Enhancement Fund
adds $600,000 to Operation Intern
adds one-time $5,000,000 for childcare facilities grants
adds funding for benefit increase and salary costs

ED&F
removes APUC carryover authority of $1,518,859
removes one-time NO Development Fund transfer of $1,000,000
APUC line decreased general funds by $500,000 and increased special funds by $1,000,000
adds funding for benefit increase and salary costs
adds funding for Enhanced Use Lease (by Senate action)

Des
removes childcare grant carry-over authority of $92,737
removes blender pump carry-over authority of $729,555
removes one-time $235,000,000 for flood impacted grants/loans
removes one-time $31,496,750 for federal fiscal stimulus
reduces federal fund grant authority of $13,570,305
adds $193,215 for the HOME program
adds one-time $11,782,866 for flood impacted grants/loans
adds one-time $796,770 for federal fiscal stimulus
adds funding for benefit increase and salary costs

~ .,



Performance Measures Updated on Jan. 14, 2013

, GOAL 1 Create, attract, and retain quality jobs and workforce in targeted industries
and high-demand occupations.

1~1. Net Job Growth (2020 Target: 426,100 jobs)
2010: 376,100 2011: 394,200 Increase:18,100 jobs
2012 figures will be available in February 2013,

1~2. Average Annual Wage (2020 Target: $50,000)
2010: $38,127 2011: $41,778 Increase:$3,651 in averageannual wage
2012 figures will be available inJune 2013.

1~3. Per Capita Personal Income (2020 Target: $60,000)
2010: $42,890 2011: $47,236 Increase:$4,346 (114 percent of the national wage)
Initial estimates for 2012 will be available in April 2013,

1~4. Population (2020 Target: Population of 800,000)
2011: 684,740 2012: 699,628 Increase:14,888
Population estimatesfor July 1, 2013 will be available in December 2013.

GOAL 2 Strengthen North Dakota's business climate and image to increase national and global
competitiveness.

2~1. Gross Domestic Product (2020 Target: $50 billion)
2010: $35.654 billion 2011: $40.328 billion Increase:$4.674 billion
Advanced estimatesfor 2012 will be available inJune 2013.

2~2. Merchandise Export Value (2020 Target: $4 billion)
2010: 2.54 billion 2011: $3.39 billion Increase:$.85 billion
2012 figures will be available in February 2013.

2~3. Small Business & Entrepreneurship Council's U.S. Business Policy Index
(2020 Target: Ranked among the top 10 states)
2011:#13 2012:#16
The next releaseof the index is anticipated in December 2013.

«-< • GOAL 3 Accelerate innovation and entrepreneurship in targeted industries and
emerging technologies.

3~1. Number of Private Sector Businesses (2020 Target: 29,000)
2010: 25,741 2011: 27,368 Increase:1,627
2012 figures will be available inJune 2013.

3~2. Number of business activities as a result of Innovate NO. (2020 Target: 200)
2011: 125 2012: 135 Increase:10
2013 figures will be available inJune 2013.

3~3. Aggregate use of Seed Capital Tax Credits and Angel Fund Tax Credits.
(2020 Target: $5 million)
2010: $4,081,909 2011: $4,292.452 Increase:$210,543
2012 figures will be available in October 2013.

Reportable data:
Academic research and development expenditures - In 2009, North Dakota had an estimated $185.7 million
in academic R&D expenditures.
Industry research and development expenditures - In 2009, North Dakota had an estimated $231 million
in industry R&D.



~ GOAL 4 Enhance the state education and training system's ability to meet
business and workforce needs of the future.

4~1. Number of students taking skilled trade and technical education programs. (2020 Target: 33,600 students)
2009-10: 30,753 2010-11: 30,534 Decrease: 219

4~2. Retention of post-secondary program completers, (2020 Target: 65 percent)
2009: 64.2percent 2010: 66.7percent Increase: 2.5 percent

'""r' GOAL 5 Continue to enhance a unified front for North Dakota that supports
community, economic and workforce development.

5~1. Number oflocal development and tourism stakeholders participating in Commerce sponsored
marketing, tourism, workforce, business development and community development activities.
(2020 Target: 3,100 ~maintain high participation)
2011: 3,082
Next survey will be conducted in first quarter 2014.2013 figures will be available then.

5~2. Stakeholder perceptions of a unified front for economic development in the state. (2020 Target: 85%)
2011: 83.6percent
Next survey will be conducted in first quarter 2014.2013 figures will be available then.

r ~- GOAL 6 Enhance North Dakota's image.

6~1. Ratio of positive to negative tone in earned media placements.
(2020 Target: Ratio of 13 positive earned media stories for every 1 negative)
2010: 18:1 2011: 11:1

6~2. Number of visits as a result of paid advertising. (2020 Target: 2.4 million trips)
2010: 1.0 million visits 2012: 1.4 million visits

6~3. Expenditures by out-of-state visitors. (2020 Target: $5.4 billion)
2010: $4.6 billion 2011: $4.8 billion

6A. Number of workforce relocators as a result of image enhancement efforts.
(2020 Target: 1,000 workforce relocators)
2010: 346 households 2012: 593 households Increase: 247 households
2014 numbers will be available in August 2014.

6~5. Tourism advertising impact on image. (2020 Target: 50 percent of respondents who say they
strongly agree that"North Dakota is a place I would really enjoy visiting:')
2010: 32 percent 2012: 50 percent Increase: 18 percent

6~6. Number of active social media influencers who contribute to depicting a fun and friendly North Dakota.
, (2020 Target: 1,000 social media influencers)

2010: 42 2012: 170 Increase: 128 influencers
6~7. International advertising equivalency for positive North Dakota stories.

(2020 Target: $5 million in international advertising equivalency since 2010)
2011: $1.23 million



Doing Business Better
Attracted to North Dakota's strong business climate, new companies and facilities

are opening in the state while existing companies are expanding operations.

Map reflects new and expanded businesses in targeted industries 2010 - present.

GrandForks
TechnologyjR&D
Amazon
Energy & Environmental Research Center
Ideal Aerosmith
Next Healthcare
Northrop Grumman

Manufacturing
American Defense Industries
SteffesEne

Hess Agriculture
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Eid PassportE __

Hiland Partners
ONEOK
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Boost Information Systems
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Daymarck
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Manufacturing
Cat Remanufacturing
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John Deer Electrical Solutions

Technology/R&D
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Agriculture
Cargill
Case New Holland

Agriculture
Giant Snacks
Heartland Candies

Manufacturing
Agco-Amity JV
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WCCO Belting

Coteau Des Prairies

NDSusiness.com
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A SITE SELECTION INVESTMENT PROFILE: NORTH DAKOTA

Ina world crawling with nostalgic
re-creations, facsimiles and replicas
of America's small-town ethos and
bootstrapping character, there is still
a place you can find the real thing.

You might see it in a single building in Mi-
not or a high-tech farm in the Red River
Valley. It's visible in downtown Fargo,
and in the feverish but focused oil-patch
town of Watford City. And it's evident in
the eyes and actions ofthe people: North
Dakota shines with authenticity.

It's a place where seeding the future
still means something quite literal. Energy
may rule the headlines, but ag still rules
the roost, employing 24 percent of the
state's population in related industries and
driving some $4 billion in cash receipts.
'~ wonder the state's new Latin motto
hslates to "One sows for the benefit of

another age." One multinational corporate
executive gets that motto, and his company
appears to be living it out:

bundance
Mental\ty

by ADAM BRUNS
ada m.bru ns@siteselection,com

"I'm a bit biased in that I'm a North
Dakotan by birth," says Greg Page, CEO
of Cargill, "but it is a wonderful place to
grow up and a great place to do business.
Whether you're a new business, an expand-
ing business or an entrepreneurial endeav-
or, the state takes real pride in fostering
an environment that helps companies and
industries thrive."

Cargill currently has more than 550 em-
ployees in seven locations throughout the
state. Last year, with the help of Greater
Fargo Moorhead Economic Development
Corp., the North Dakota Department of
Commerce and the West Fargo Economic
Development Association, Cargill pledged

more than $50 million toward the rebuild-
ing and expansion of its oilseed processing
plant in West Fargo.

"We're so optimistic about our future in
North Dakota that we're actively involved
in a wide variety of community enrich-
ment activities, from working with the
University of North Dakota to engaging
elementary and secondary students in sci-
ence and engineering activities," says Page.

The welcoming tradition goes back at
least to the Mandan tribe, whose leaders
pitched Meriwether Lewis on locating in
the state when the Lewis & Clark expedi-
tion passed through in November 1804.
Both the Mandan and Hidatsa tribes of-
fered to help the group, and the Mandans
got the contract, says historian and author
Clay Jenkinson during a talk at the Lewis
& Clark Interpretive Center along the

Tourism is North Dakota's third largest industry. Out-ol-state visitors spent $4.6 billion in 2010.
and the state led the nation in tourism growth over the past two years. according to the
U.S. Travel Association. Photo courtesy of North Dakota Tourism/Jason Lindsey
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While energy fires up the headlines, agriculture and an unstinting work
ethic cement North Dakota's value ... and values ... proposition. "There
are so many good aspects there and the oil industry is just one part of it,"
Continental Resources CEOHarold Hamm recently told the State Historical

Society of North Dakota. Continental (one of whose rigs is pictured above)
pays more than $50 million in taxes a year on its activity in the Bakken
Shale, and is one of many job creators that have helped the state build
reserves that are the envy of the nation.

banks of the Missouri River. The expedi-
tion spent more time in North Dakota
than in any other state - 146 days - due
to a blend of hospitable people and, well,
sometimes less than hospitable weather.

Easy familiarity is still a state attribute.
"In North Dakota it doesn't take long

to get everybody organized and in con-
versation," says recent transplant Dean
Bresciani, president of North Dakota State
University. In his former state, "I knew the
governor but the appointment might take
three months. Here 1 know the governor
and his wife Betsy, and have his cellphone
number." Not only that, he says, but he's a
governor "who taught himself Greek so he
could read 'The Iliad' in the original."

"People joke that everybody knows
everybody," says Rich Garman, senior proj-
ect manager, business development, for
Great River Energy, which is marketing a
huge industrial park property adjacent to
its l,lOO-MW combined heat and power
plant next door to Cargill's malting plant
in Spiritwood. "But they probably do."

The possible recovery of up to 24 billion
barrels of oil equivalent from the Bak-
ken shale formation in the state's north-
west quadrant, combined with the state's
German heritage, means that the state's
easy familiarity has extended right to the
German-born pontiff himself.

"A relatively new bishop in the diocese
in Bismarck was trying to gather some
understanding of the communities in
western North Dakota to determine re-
sources locally for humanitarian services,"
relates Paul Lucy, director of the economic
development & finance division of the
North Dakota Department of Commerce.
"We briefed him with what information we
had. We later learned that when he met

with the pope and was introduced as being
from this diocese, the pope said, 'Ah, the
Bakken.'''

Human Capital: The Strongest Crop
But a sizeable chunk of the 65,000 jobs

created in the state in the past decade
aren't necessarily focused on oil & gas.
"Enterprising States," a June 2012 report
prepared for the U.S. Chamber of Com-
merce's National Chamber Foundation,
noted, "Among the current 16,000-plus job
openings in North Dakota, 60 percent are
found outside of oil-producing counties,
many in manufacturing, technology, or
advanced services sectors."

"We had budget reserves before all of
the oil industry growth," says Lucy. "Even
factoring out the mining and extraction
industries, we still lead in GDP growth."

Al Anderson, commissioner of the North
Dakota Department of Commerce, says
the five primary industries targeted by the
state a decade ago - energy, value-added
agriculture, advanced manufacturing,
technology-based businesses, and tourism
- are thriving.

"We have companies coming here be-
cause they have done their research," says
North Dakota Gov. Jack Dalrymple, noting
recent advanced manufacturing invest-
ments from Caterpillar, Deere & Co. and
Doosan's Bobcat business, all longtime
investors in the state who have been cata-
lysts for clusters and centers of excellence.
"There's nothing better on the job creation
front than technical innovation," he says.
"So we really are excited to have compa-
nies like Cat, Deere and Bobcat conduct-
ing R&D and developing new products
in North Dakota. That's what you want in
your economy."
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The Power of People
Innovation begins with a mindset.
"The primary advantage and strength

available to us centers around having
access to a wholesome, dedicated work
force," says Bill Burga [r., the glob-
ally experienced head of Manufacturing
Americas for LM Wind Power Blades,
which maintains a large manufacturing
and research operation in Grand Forks.
"The character of everything we are and
everything we do is defined by the qualiC
of our people."

There are other advantages too, he
notes, among them the access to navigable
highways, land and water, and two great
universities, as well as the aggressive

North Dakota State University Provost
Bruce Rafert calls Fargo "a tremendous
intellectual, business and personal actualization
environment." He also puts it another way:
"We think Fargo rocks."



support of the Grand
Forks Region Economic
Development Corp.,
city council and mayor,

I enclosed in a green,
_lcycle-friendly city."
"It's a very pro-business

state," says Martin Purdy,
facility manager for Cat-
erpillar's Reman Com-
ponents Division in West
Fargo. "Access to officials
and government folks is
just a phone call away," and the follow-up
visit happens shortly thereafter. What a
visitor sees when he gets to the plant is a
no-nonsense work force.

"They are very in tune with doing
work," says Purdy, who's overseeing a
225,000-sq.-ft. expansion and consolida-
tion of the facility, the only location in
North America that remanufactures
drivetrains for large mounted trucks that
operate at mines and energy sites around
the world. Purdy says the plant has added
just under 100 employees over 18 months,
and employment is projected to grow from
the current 390 to between 450 and 500
over the next two years.
\State support from the Department of
Jmmerce has helped, as has work-force

<raining and development support from
the state's manufacturing extension part-
nership (www.ndmep.com) and support
from the state's robust Job Service North
Dakota program (jobsnd.com).

Purdy is one of many leaders who
point to a strong mechanical aptitude and
knowledge base that's largely attributable
to a farm upbringing. The work ethic that
comes with that upbringing is generally
without peer. As one observer puts it, "If
somebody is unemployed, they really don't
like being unemployed."

Bryan Brossert, vice president of opera-
tions for Phoenix International, a John
Deere company that makes high-value
electronic components for farm and other
machinery, likes his company's low turn-
over in Fargo. That applies to himself, as
he originally planned to stay a maximum
of two years when he moved from Texas.

"Now it's been six, and I don't plan to go
anywhere," he says.

Deere & Co. is investing $22 million
\ a new 90,000-sq.-ft. building nearby.
le new structure will increase the total

number of Phoenix International facilities
in the Fargo area to six with a footprint of
more than 300,000 square feet. Phoenix

currently employs more than 900 people
in the Fargo area, including at a new
product engineering center on the campus
of North Dakota State University. The
company's president, Tom Budan, presided
over the groundbreaking last fall just
after taking the position and moving from
Waterloo, Iowa.

"The transition was very good for
me and my family," Budan says: "Great
schools, great community. Two of my
children are in elementary school, and we
find the school district very strong. As we
recruit and try to attract the level of talent
we need to grow our business, we empha-
size the richness of the community from
a social standpoint, a cultural standpoint,
and for those who are raising families.
It's a very easy story to tell. Once we get
them here, we have a pretty good record of
keeping them. When you've had the kind
of success we've had here in all aspects
of the business, it's a feather in the cap of
the community, and it's easy to continue
to grow."

One aspect that might
surprise some is the
global reach of the air-
port. Budan traveled some
75,000 miles in his first
six months on the job, vis-
iting plants in Mexico and
India as well as traveling
to China.

"The Fargo airport is
a real gem," he says not-
ing strong connections
with international hubs

in Denver, Minneapolis-St. Paul and Salt
Lake City. Being at the intersection of
two major Interstates helps the company's
goods travel effectively as well. And the
whole package has left its mark on others
within Deere & Co.

"I believe our operation here in Fargo
has been a very good example of business
expansion within our corporation," says
Budan. Though other divisions have their
own centers of locational gravity, "those
who have come up here and seen our
operation and talent have always been very
impressed by what they see."

Close Ties Generate Global Affinities
Debra Anderson is president of Sum-

mers Manufacturing, a farming machinery
manufacturer based in Maddock, but
which does much of its business out of its
complex in Devils Lake, which has ex-
panded four times in the past eight years.

"It's collaborative, and supportive," An-
derson says of the state and local business
climate. "I don't ever remember any time

Aircraft manufacturer Cirrus continues to make its specialized, hand-crafted airplanes in Grand Forks,
and in August announced a new contract that will lead to the hiring of 60 people to make components
for an amphibious aircraft. But it was able to dispose of some extra space recently when neighbor
Amazon.com decided to double head count at its technical support center.

SITE SElECTION INVESTMENT PROFILE: NORTH DAKOTA SEPTEMBER2012 3



Value in Valley City

John Deere Seeding Group's manufacturing operation has been in Valley City since
1996. Situated on 23 acres, the site hosts 202,000 sq. ft. of manufacturing space and

22,500 sq. ft. for materials processing, and just took on four product lines from a sister
facility in Des Moines, Iowa. The massive factory floor builds its products to order and
some years sends up to half of its machines to export locations such as Russia, Kazakh-
stan and the Ukraine. "When we signed the deal in 1995, Deere told us there would be
maybe 90 jobs," says Jennifer Feist, director of development for Valley Development
Group. "We're at 290 plus seasonal folks today. That kind of money is substantial for a
community this size."

when we've been faced with something
and we haven't gotten help from either the
state or the community," the latter repre-
sented by Forward Devils Lake.

A major assist comes from the unique
Bank of North Dakota

It's all driven from the bottom up, as
municipalities and local banks originate
loans, and BND comes in to participate,
backed by what now amounts to $5.5 bil-
lion in assets.

Entrepreneur of the Year" Award. So he
knows whereof he speaks when it comes to
business, and BND's leading role.

"I was on the board of the Casselton
bank, and saw this from the other side," }
says. "Somebody needs a $200,000 loan tc
expand. We sit around and talk about it,
trying to work up our courage. And some-
body says BND will take half of it. Then
everyone says, 'I vote in favor: "

"The PACE loans enabled us to do all
these expansions at reasonable costs," says
Summers Manufacturing'S Debra Ander-
son in Devils Lake. "We've done one in
Maddock as well. Both communities have
been more than willing to step up."

That's in keeping with the company's
roots. Anderson says her father, who was
originally a blacksmith, raised his original
funds for manufacturing in large part
due to support from local farmers who
believed in him.

"All of our engineers were either
farmers or raised on a farm," says Brian
Perkuhn, sales manager at Summers. "It's
the family farm as R&D lab."

Asked if skilled labor is a challenge
because of the oil & gas draw in the west,
Perkuhn says it's helped more than hurt.
Anderson confirms that a welder just
joined the company from out in the oil
patch the week before. New talent recently
has Signed on in Devils Lake from Texas,

Michigan and New York.
"The individual fromNorth Dakota has added over 65.000 new

jobs in the last decade. equivalent to
10 percent of its total current population.

(BND), which partners
with local community
banks throughout the
state on a number of
business development and loan pro-
grams, including Partnership in ASSisting
Community Expansion (PACE) loans for
manufacturers, processors, data processors
and communications firms.

Eric Hardmeyer, BND president, says
the bank has caught its share of national
and international attention as North
Dakota's dynamic economy has been the
outlier to everyone else's tough times. The
bank is not only profitable, but returns
part of its profits, pouring $350 million
back into the state's general fund over the
past few years.

"Our job at the Bank of North Dakota
is to be financiers of the state's economic
development efforts," says Hardmeyer dur-
ing an interview in the office of Gov. Jack
Dalrymple. "That's why we were created
90 years ago - to enhance North Dakota,
whether it be educational opportunities or
big primary-sector projects."

BND's mission is consistent with a
general sense of fiscal responsibility that
is as fundamental to North Dakotans as
their belief in strong public education. The
state is the only one in the nation not to
have had a budget shortfall in the past four .
fiscal years.

"Thirty percent of oil and gas taxes go
to a legacy fund that can't be touched until
2017," says Department of Commerce
Commissioner Al Anderson. "There is $1.2
billion set aside for water and sewer and
roads. And we have a regulatory environ-
ment that brings everybody to the table to
find solutions. It all has something to do
with our size."

Gov. Dalrymple grew up on the family
farm in Casselton established in 1875 by
his great-grandfather. He was the found-
ing board chairman of Carrington-based
Dakota Growers Pasta Co., and earned the
2007 Ernst and Young Midwest "Master
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New York stated that he
really didn't know what
farming was all about

because he was from the inner city," An-
derson says. "He loved the landscape. He
said he's never going back."

Homes on the Plains
Microsoft located a major customer ser-

vice and support center in Fargo in 2001
when it acquired homegrown Great Plains
Software for $1.1 billion. Microsoft antici-
pates having 900 employees by the end of

According to the Resilience Capacity Index
developed by Kathryn Foster, PhD, director of
the University of Buffalo Regional Institute,
Bismarck-Mandan. N.D,. ranks No.1 in
the nation in community connectivity,
reflecting scores on four underlying indicate
of resilience capacity: civic infrastructure,
metropolitan stability, home ownership, and
voter turnout.



June 2012, which added to over 800 con-
tract staff on site makes the Fargo opera-
tion one of the company's 10 biggest sites
by head count in the world. It's a crucial
ite too: Some 45,000 Microsoft employees
get paid via the work accomplished there.
The company's Fargo facility shares a large
development lab with sites in Denmark
and India, and is home to one of Micro-
soft's 12 executive briefing centers.

Katie Hasbargen, Ph.D., is senior com-
munications manager and program lead
for Microsoft Business Solutions in Fargo.
She says the area is great for feeding talent
from colleges, and points to another talent
indicator: the Microsoft designation of
"distinguished engineer."

"There are 38 of them in the whole
company," she says. "Three live outside
Seattle, and two live in Fargo, and they're
both North Dakota State University
graduates."

In December Microsoft announced it
had chosen Hitachi Consulting to supple-
ment its Microsoft Business Solutions IT
team located in Fargo. A new technical
development center will be located on Mi-
crosoft's campus, and Hitachi eventually
will migrate to its own building in town.

Gov. Dalrymple attended that an-
uncement, and was again present in

Fargo in late July, when he helped Sanford
Health break ground on a new $541-mil-
lion, 1.2-million-sq.-ft. medical center that
will create 2,700 jobs. Located on over
100 acres in a growing area of southwest
Fargo, the new site provides the space and
capacity for future expansion.

Sanford Health, based in both Fargo
and Sioux Falls, S.D., is the largest, rural,
not-for-profit health care system in the na-
tion with a presence in 112 communities in
seven states, including 20,000 employees
in the Dakotas alone. Dennis Millirons,

president of Sanford Medical Center
Fargo, calls the new project on 1-94 the
only integrated campus of its size between
the Twin Cities to the east, Omaha to the
south, and the West Coast. There are a lot
of strategic reasons why the project makes
sense. But the intangibles may carry the
day.

The Fargo flood of 2009, like the 1997
flood in Grand Forks, has left indelible
marks, but also has demonstrated the in-
delible resiliency of North Dakotans. The
flood of '09 happened when it was 15 de-
grees below zero. But that didn't prevent
people from getting out to make sandbags:
6 million of them, along 80 miles of levee.

"Here, when there's a Code Red, so
many people show up you have to turn
them away," says Millirons. "Culture
trumps strategy every day."

Stewardship in Action
In June, National Information Solu-

tions Cooperative (NISC), a provider of
IT products and services to utilities and
telecom organizations, was listed by IDG's
Computerworld magazine as one of the
100 best workplaces for IT professionals in
the United States for the 10th time. More
than 600 companies, led by electric coop-
eratives, use NISC's advanced IT systems.

NISC's team of more than 920 individu-
als includes locations outside St. Louis,
Mo.; in Shawano, Wis.; and Cedar Rapids,
Iowa, but its headquarters has always been
in Bismarck's twin city of Mandan, where
the company and over 400 employees are
led by President and CEO Vern Dosch.

"We travel around the country, and you
should see the looks we get - a technol-
ogy company in Mandan, N.D.?" says
Dosch. He says 2008-2011 were among the
best years NISC has ever had, and the cur-
rent fiscal year is the best in company his-

Debra Anderson, president of Summers Manufacturing, and Brian Perkuhn, sales manager, show off
one of the company's signature products at its expanding complex in Devils lake: the 2510 D1.
which goes for a cool $80,000. Summers' payroll has grown from 137 to 210 over the past year.

Over the past two legislative sessions
in Bismarck, individual income tax

rates have been reduced by just over 30
percent, and corporation tax rates have
dropped by 23.5 percent to a range from
1.68 percent to 5.15 percent. "I think
we'll see potentially more rate relief
proposed in the upcoming session," says
North Dakota Tax Commissioner Cory
Fong. For more tax incentive information,
visit www.nd.gov/tax.

tory. NISC has started leasing space next
door as it continues to grow. "Every couple
years we add another 20,000-square-foot
pod," he says, "and we have purchased
land to the east."

Funds from state programs and loans
from BND have helped NISC create 106
jobs. The state's New Jobs Training pro-
gram recently was made more user-friend-
ly so a company can receive the funds and
then self-finance the work-force training.

Dosch says NISC's operation has had
some success recruiting among the Apples
and Googles of the world. "Longevity
is kind of our ace in the hole," he says,
"coupled with the incredible talent we're
getting out of the universities right now."

Also among the strengths of Mandan
is a solid fiber connection with NISC's
operation outside St. Louis, which serves
data storage redundancy needs. That helps
in serving customers such as Great River
Energy as the smart grid takes shape and
the days of walk-by analog meter readings
fade.

"We're getting all of that data, and
storing it on behalf of our customers," says
Dosch, noting that the high-level connec-
tivity in North Dakota gives the company
"as big a pipe as we'd need." The firm is
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managing about 4 billion
meter readings, and it's
growing by 1 billion read-
ings a month. "It's the data
making the grid smarter,
and we're the stewards of
that data."

Dosch says the wage dif-
ferential for light technical
personnel is six percent less
in Mandan than outside
St. Louis. The differential

Williston
State College•Williston

jumps to 15 percent for
software developers when
compared to Minneapolis.
Construction costs per
square foot for a recent
expansion in Missouri
were 25 percent greater
than what the company paid for its last
expansion in Mandan in 2009.

• Research University

A Place To Grow
Kari Reichert, assistant general counsel

and vice president of people services for
NISC, is a western North Dakota native
and Yale Law School graduate who came
back home to practice law after living in
several big cities. She says one of the great
attributes of NISC staff is their non-
technical backgrounds. "Jared in technical
services got the call for a job offer and said
'Hold on, let me turn off the tractor,' " she
says.

NISC sells its culture and shared values
to compete with career opportunities in
the Twin Cities, Chicago and Phoenix.
Turnover hovered at a mere 3 percent as
recently as 2009.

"Sometimes it's hard to compete for
some of the students, but the nice thing is
most of those kids want to eventually come
back," she says. Her own return has meant
a five-minute commute to work, and living
within a block of her son's school.

"Boomerangers" are part of a demo-
graphic trend that helped the state finally
surpass its 1930 Census population mark
in 2010. Now the population is approxi-
mately 700,000. At the rate things are go-
ing, some are whispering about the magic
figure of 1 million.

Even more important, says Commerce
Commissioner Al Anderson, is the makeup
of that population.

"An aging population is a challenge for
the entire country," he says. But in the last
several years, North Dakota has increased
its under-35 population dramatically.
"That is one thing that is going to be our

Momentum in
Magic City

Minot, a city of 50,000
in north-central North
Dakota, is home to a
13,000-person Air Force
base and a university
- Minot State - that
contributes nearly
$200 million annu-
ally to the economy.
Minot has become
a preferred location
for oil & gas-related
company headquar-
ters, and the rate of

•
Dakota College

at Bottineau
Bottineau

Minot
State University•NewTown•Fort Berthold

Community College

Lake Region
State College

Cankdeska Cikana .-DeViIS lake
Community College

FortTotten Mayville
State UniverSitye

Mayville

Minot

Dickinson
State University Bismarck

State College

. . .., hotel construction
The economic Impact of the North Dakota University System and ItS students has risen dramatically . . . .
over the past decade. and was most recently estimated at $3.7 billion for fiscal year 2009. IS in keepmg WIth

a state that since
2010 has seen 45 new hotels open, adding
3,257 rooms. But again, it's not all about
oil.

Eid Passport, a technology company
based in Portland, Ore., is focused on
identity management services, and its
signature technology is used by several
federal agencies. The firm is led by Minot
native Steve Larson. The company chair-
man and CEO wanted to give something
back, and found a favorable, progressive
business climate in downtown Minot for
the opening, in November 2011, of a new
50-person technical support office in a
former YMCA building. The opening was
a breath of fresh air in a city that was rav-
aged by a flood earlier in the year.

The building renovation is designed to
house up to four new businesses. The state
has committed more than $1 million for
the project with funding from the Com-
munity Development Block Grant, the
North Dakota Development Fund and the

Dickinson Bismarck
United Tribes University

Technical College of Mary

Sitting Bull
College • Fort Yates

• Regional University • Community College • Private Institution

strength," he says.
"You live here for a reason," says Dosch,

and for many that reason is interaction
with the natural world. "I live on the Mis-
souri River, and have the good fortune on
occasion, on a nice summer day, to slip my
kayak into the river, paddle across, get on
my bike and ride into work. For a lot of
people, it's family, quality of life and edu-
cational institutions - sending kids to a
high school like the one whose graduation
I attended yesterday, where 99 percent go
on to college.

"A lot of people here are from small-
town North Dakota," he says. "Anyone of
them could probably go to Minneapolis
and make more. But a lot of those employ-
ees would rather take some stability over
the highest offer. Think about stability and
the tech industry - it's almost an oxymo-
ron. But this is a company that's grown
every year for the past 47 years."

North Dakota
State College of Scienerr

eTriballnstitution

North Dakota State University's research capabilities range from semi-
conductor package analysis to materials and surface testing rivaling any
corporation's. The state is just beginning to realize the ROI potential of its
research universities. says NDSU President Dean Bresciani (right).
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North Dakota may have one of the least dense populations in the U.S., but you wouldn't have known
it at the Sanford Health Fargo Medical Center Groundbreaking on July 31. Sanford Health benefactor
1. Denny Sanford (inset) exulted in launching the $541-million project, and the crowd continued to
celebrate past sunset at a rock concert by Train that put an exclamation point on Sanford Week.
Photos courtesy of Sanford Health

New Venture Capital Program.
But Larson's team did not stop there.

They looked at the housing shortage lo-
cally and statewide, they looked at unused

rking lots downtown, and they saw an
portunity to introduce hundreds of new

Ill-town apartments to the city's core.
"We were granted rights to seven to

eight sites for surface parking lots to turn
them back into mixed use and reactivate
downtown," says Gary Reddick, president
of V3 Studio, the architecture and design
firm working with Eid Passport.

The plan would see up to 1,200 units
developed over the next three to five
years. Helping revitalize the city after
nearly $1 billion in flood damage will
be $22 million in federal funds
through the U.S. Economic De-
velopment Administration. But
even with the flood, things have
been going gangbusters.

"Last year we did $200 million in
permits for construction in the city, double
what we did the prior year," says Jerry
Chavez, president and CEO of Minot
Area Development Corp., and this year is
already ahead of last year.

V3's Reddick has seen his share of
downtown revitalization efforts.

"Not every downtown is remakeable," he
ys. "Minot's is."
Growth is also occurring on Minot's

perimeter. North Dakota Port Services has
big plans for Minot's intermodal facility in

the next few years. The completed project
will have 45 miles of new track, and the
site would generate 4,000~7,000 truck trips
daily with another seven unit trains per
day at the port. "The size and scope of this
project will represent the largest invest-
ment in a rail distribution transportation
hub in North Dakota," Chavez says.

The Catch-Up Opportunity
If the croprows in the Red River Valley

are as straight as technically possible, the
beeline to the future in western North Da-
kota has a few more twists and turns. And
it's not just because that's the topography
of the badlands.

The pace of activity is literally feverish.

Meanwhile, the push for basic construc-
tion materials and labor is driving the cost
for current commercial projects in town to
$16 per sq. ft., says Veeder. Water trucks
serving the oil sites wait in line to get
water from a Single municipal well spigot.
Nearby a food truck waits to serve the
truck drivers.

"The speed of growth is challenging
our housing and infrastructure," says Paul
Govig, deputy commissioner of the North
Dakota Department of Commerce and
director, division of community services.
"We're making progress, but if there is one
bottleneck, it's the housing issue."

The bottleneck is being cleared one
project at a time. In Watford City, the
Pheasant Ridge development was recently
annexed into city limits, and will feature
both Single-family and multifamily resi-
dences on a 36-acre parcel.

In Tioga, Hess is investing $350 million
in an expansion of its gas plant, including
a rail siding with room for 100-car unit
trains that looks like a racetrack at night.
It might as well be. Two new crew camps
that house more than 3,000 oilfield work-
ers face each other across a busy highway
outside town. Kathy Neset is a geologist
who heads a growing energy-consulting
firm based in Tioga.

"It's a difficult balancing act we have go-
ing here," she says. "Polls have shown that
North Dakotans are very proud of their
ability to add to the national security by
developing our national energy here. It se-
cures our future. That being said, we have
to deal with the cost, which is a change in
the quality of life, whether the cost is in
dollars, lifestyle, privacy or safety."

Then again, she has two children
working in her field who make a very

healthy income just a year out
of college. And she's encour-
aged by two trends joined at
the hip: better technology and
less environmental disturbance.

Staged fracking, with constantly improving
tools, enables more oil recovery while also
allowing the land to recover - or to not
be disturbed in the first place. She recalls
assigning herself to a drill rig site, and
walking a land section line.

"I could see my rig off to the west,
and it dawned on me that the azimuth
of the wellbore had passed underneath
the ground I was standing on. The drill
bit was half a mile away, and the rig was
steering the 6-inch bit from another mile
off. It drains 1,280 acres. But the surface

North Dakota is the only state in the
Union that hasn't had a budget

shortfall in the past four fiscal years.

Just ask Gene Veeder, economic develop-
ment director for the McKenzie County
Job Development Authority, based in
hectic Watford City. He's getting over the
cold that everybody seems to have caught
recently. But that doesn't hide his conta-
gious excitement about his hometown.

"I might talk to five or 10 CEOs a week
about multimillion-dollar investments," he
says. "We're playing catch-up, with a lot
of interest in retail. We need that in order
to get to any next step with economic
diversification."
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