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Recording Job# 30513 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the hearing on HB1008. 
 
Lise Kruse, Commissioner, ND Department of Financial Institutions:  See testimony 
attachment A. 
 
Representative Kempenich:  At what level do you start that type of activity?  What triggers 
a more intense look at different institutions? 
 
Lise Kruse:  We monitor our banks and credit unions on a quarterly basis.  When it gets to 
30% to 40% we start paying closer attention.  When they become, what we consider to be, 
a problem instution; we will visit an institution every 6 months and do a full scale exam every 
12 months.  That’s in conjunction with our federal counterparts. 
 
Lise Kruse continued with her testimony. 
 
Representative Kempenich:  What is the rate that DOT is charging? 
 
Lise Kruse:  I believe that the current rate is $.54 per mile. 
 
Representative Kempenich:  How many people travel out of your 30 employees? 
 
Lise Kruse:  It would be about 20 that travel on a regular basis.   
 
Representative Kempenich:  Is everyone based in Bismarck? 
 
Lise Kruse:  We have an office in Grand Forks and an office in Fargo. 
 
Representative Kempenich:  How many are outside of the central office in Bismarck? 
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Lise Kruse:  It’s a little less than half.  We have 6 examiners in Fargo and we have 4 in 
Grand Forks.  The rest are located out of Bismarck. 
 
Representative Bellew:  What type of education level do you require for an examination? 
 
Lise Kruse:  Our education requirements are very specific.  They have to have a bachelor’s 
degree in either accounting or finance.  They have specific requirements that they need to 
have a certain amount of accounting classes. 
 
Representative Bellew:  You don’t require them to be CPA’s? 
 
Lise Kruse:  No, we do not. 
 
Lise Kruse continued with her testimony. 
 
Representative Kempenich:  What is your turnover rate?  How many new hires have you 
had over the course of the last 2 or 3 years? 
 
Lise Kruse:  I don’t have the exact numbers.  I would say about 20 percent for our 
examination crew.  The 7 people in the Bismarck office are all under 4 years of experience. 
 
Representative Kempenich:  Are your new hires just out of college or do you look for 
someone with experience?  When you do an exit exam is it salaries or just looking for 
something different?  What triggers it? 
 
Lise Kruse:  We do have an exit review with everyone that leaves and the number one 
concern is travel.  Because there’s a lot of learning involved, we’ve found that sometimes 
someone just out of college is already in that mode.  Also, travel is easier when you don’t 
have a family. 
 
Representative Kempenich:  So salary wise we’re competitive that way?  It’s probably just 
the life style or is it both? 
 
Lise Kruse:  Our salary level is competitive in the state system.  We’re paid very well 
compared to other state agencies.  I compare to the industry.  They can make a lot more 
working for a credit union or bank than working for the state.  We compare also to the FDIC.  
We are competitive with them starting out; but, then as we grow with experience, you can 
have a lot more lucrative offers if you go to the federal system.  
 
Representative Kempenich:  Do you run into compression from the bottom to the top? 
 
Lise Kruse:  Yes, we do. 
 
Representative Kempenich:  For your new person, you’re looking at someone you can 
train? 
 
Lise Kruse:  Yes. 
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Representative Bellew:  What do you do different from a private CPA firm that audits 
businesses? 
 
Lise Kruse:  A CPA firm will look at the financials of the institution.  What we do is to look for 
the safety and soundness of the institution.  We look beyond just the financial statements.  
We look at the capital, assets, management, the board of directors and if they can meet the 
demands of the customer.  We also look at how they fluctuate with the markets.  We are also 
the chartering authority.  If a bank is doing something that they shouldn’t, we have 
enforcement authority.  The state banking board has the authority to close a bank; a CPA 
firm can’t do that. 
 
Vice Chairman Brandenburg:  Do you have any banks that are on that list that are in that 
problem? 
  
Lise Kruse:  I can speak to that in generalities.  In 2011 I became the chief examiner of banks 
and that was the height of the financial crisis.  We didn’t have any bank failures; but, there 
were banks that struggled.  Overall, our institutions are very strong and healthy. 
 
Lise Kruse continued with her testimony. 
 
Representative Kempenich:  What do you pay for rent?  Is it based on square footage?  
 
Lise Kruse:  We pay for square footage.  We re-negotiated our rent last year so it has gone 
down a little bit. 
 
Representative Kempenich:  You don’t know what you’re paying right now? 
 
Lise Kruse:  In Bismarck it’s $18.50 per square foot and in Fargo it’s $21.00 per square foot. 
 
Representative Beadle:  Is that gross rent or is there cam on top of that? 
 
Lise Kruse:  It’s with the cam. 
 
Lise Kruse continued with her testimony. 
 
Vice Chairman Brandenburg:  I’m looking at the back page of the green sheet.  You go from 
30 to 31; but, I thought you mentioned two FTE’s? 
 
Lise Kruse:  That’s because with the 90% reduction, that we gave the governor, that was to 
cut one FTE to 29. 
 
Lise Kruse continued with her testimony. 
 
Representative Kempenich:  It would be more of the operating added to the salary item.  
Letting you move back and forth on that is probably one of the problem areas. 
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Lise Kruse:  I want to point out that that transfer ability already has been authorized for the 
Legislative and Judicial branches without any limitation.  For our agency it would be helpful 
we could sometimes more easily play with the salary line item.  This is something I just can’t 
do; there will be transparency in this.  We would have to notify OMB and the Legislative 
Council of any transfer that’s made. 
 
Representative Kempenich:  I don’t disagree.  I’m just saying that that is one of the 
criticisms. 
 
Lise Kruse continued with her testimony. 
 
Representative Mock:  What’s the difference between DFI, FDIC and SUA?  Do you work 
simultaneously with them?  Or do you do something different from their oversight? 
 
Lise Kruse:  Our department also has a consumer division.  On the banking side we work in 
conjunction and cooperate with the federal SUA and FDIC.   SUA and FDIC are very similar; 
they’re insurance companies.  We care about the charter.  We do every other FDIC and us 
and we share information.  When there are larger institutions, complexities or problems, we 
go in together. 
 
Representative Mock:  When a bank or credit union is undergoing a required stress test, are 
you performing the stress test or are they?  Do you receive that information if it’s done 
federally? 
 
Lise Kruse:  There’s no formal stress test requirements for the community institutions; 
because they’re not at that size level.  Any work and any communication the FDIC sends to 
a bank, I get immediate notification of that. 
 
Representative Mock:  I recall when we had a credit union situation where unsafe and 
unsound practices were found in that credit union.  Was that found by DFI? 
 
Lise Kruse:  Yes, it was and in conjunction with SUA examiners. 
 
Representative Mock:  On page 5 safety and security is “S&S”? 
 
Lise Kruse:  Safety and soundness. 
 
Representative Mock:  That’s just general operations and management controls, etc? 
 
Lise Kruse:  Yes. 
 
Representative Mock:  BSA is Bank Secretacy Acts? 
 
Lise Kruse:  Yes. 
 
Representative Mock:  That is more your money laundering? 
 
Lise Kruse:  Money laundering and terrorist financing. 
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Representative Mock:  IT would be where your cybersecurity is performed?  What 
inspections are performed under the trust section? 
 
Lise Kruse:  If a bank has trust powers, we will examine just like we would a trust company. 
 
Representative Mock:  Most closely aligned with the safety and soundness aspects of the 
other inspections? 
 
Lise Kruse:  Yes. 
 
Chairman Vigesaa:  The numbers for the number of banks and the number credit unions.  
Those are individual banks; not locations?   
 
Lise Kruse:  Yes. 
 
Chairman Vigesaa:  Could we get the number of locations also? 
 
Lise Kruse:  Yes. 
 
Representative Mock:  With the number of banks and financial institutions, are there any 
that operate in North Dakota that aren’t overseen and included in that count?  Are there large 
enough institutions that would not be under your jurisdiction? 
 
Lise Kruse:  Yes.  Any national charter.  Wells Fargo and US Bank are overseen by the OCC. 
 
Representative Mock:  I would like to know what those banks are that we have in the state 
that are not under your jurisdiction. 
 
Lise Kruse:  I will get that to you. 
 
Jeff Olson, Credit Union Association of the Dakotas:  Testified in support of HB1008. 
 
Rick Clayberg, President and CEO, ND Bankers Association:  Testified in support of 
HB1008. 
 
Representative Kempenich:  When you have these special funded agencies, we’ve let them 
get to where they need to be.  What do you bring in for revenue or do you just charge what 
you need? 
 
Lise Kruse:  We charge what we need. 
 
Barry Haugen, Independent Community Banks of North Dakota:  Testified in support of 
HB10008. 
 
Representative Mock:  Lise can you provide how you allocate or assess those fees in the 
various institutions? 
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Lise Kruse:  Yes. 
 
Chairman Vigesaa:  Closed the hearing. 
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Appropriations Committee - Government Operations Division 
Medora Room, State Capitol 
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1/18/2019 

Recording Job# 31034 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 
 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the hearing on HB1008. 
 
Roll call taken. 
 
Lise Kruse, Commissioner, Department of Financial Institutions:  See testimony 
attachment A. 
 
Vice Chairman Brandenburg:  What is the difference between a national bank status and 
a state bank status?  Is it cost or regulations or both?  
 
Lise Kruse:  The main difference is that there is one regulator for a national bank and that’s 
the OCC based out of Washington, DC.  They used to have an office in Fargo; but it’s in the 
process of being shut down.  If a bank chooses a state charter, they have two regulators.  
The federal regulator would be the FDIC or the federal reserve and our office.  It’s probably 
half price being a state charter. 
 
Vice Chairman Brandenburg:  So you’re saving the banks and customers some money. 
 
Lise Kruse:  Absolutely.   
 
Vice Chairman Brandenburg:  You can’t forget the credit unions. 
 
Lise Kruse: (Can’t hear what’s being said due to technical difficulties). 
 
Chairman Vigesaa:  Is there any advantage to be nationally chartered? 
 
Lise Kruse:  They would have one regulator and only one set of laws to follow. 
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Representative Beadle:  In looking in terms of the budget, I’m seeing a change from last 
biennium to this biennium.  You’re looking at about a 28.5% in your travel expense.  How’s 
that going to impact being able to carry out, monitor, track and investigate some of the banks 
to make sure they’re doing things right? 
 
Lise Kruse:  For us to cut the travel cost is dependent on the economy.   
 
Representative Howe:  Looking at the one-time funding for the website redesign.  Can you 
go into a little more detail for the $451,000.00? 
 
Lise Kruse:  I’m really excited about that project.  It’s coming out of this biennium’s salary 
line item.  It’s there to make sure that financial records are safe.  There are two parts to that 
project; it’s to replace that software and create a secure portal for our institutions. 
 
Lise Kruse continued with her testimony. 
 
Representative Howe:  Looking at the FTE line for cyber security money transmitter.  You 
would need that person to manage it? 
 
Lise Kruse:  That’s unrelated.  The cyber security would have to do with our exam at the 
institution.  The money transmitters are Western Union, Money Gram and all those larger 
money transmitters that we need to examine. 
 
Lise Kruse explained the green sheet. 
 
Chairman Vigesaa:  Could you explain what a money transmitter is? 
 
Lise Kruse:  It is an entity that will move money from one person to another.  They transmit 
money; they’re not a bank.  They need a license and what that license does is that we require 
that company to keep enough cash on hand to cover that transaction.  If anything goes wrong, 
the customer should not be out any money. 
 
Lise Kruse continued with her explanation. 
 
Chairman Vigesaa:  They’re going to continue to expand the use of that type of transaction. 
 
Lise Kruse:  Exactly. 
 
Chairman Vigesaa:  The credit union examiner.  Does Jeff want a little more oversight in his 
arena? 
 
Lise Kruse:  The guidelines from the governor’s office was to cut one employee.  The most 
recent examiner that we added was the one we would have had to take out.  The governor’s 
recommendation was that we would get to keep the credit union examiner; and also add one 
more for the money transmitter and cyber security. 
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Chairman Vigesaa:  On the line item transfers.  Any explanation as to why it specifies 10% 
in section 3? 
 
Stephanie Gullickson, Budget Analyst, ND Office of Management and Budget:  In the 
cabinet agencies that did not have this authority, the governor wanted this in every budget 
that was cabinet.  It was limited to 10%.  The cabinet agencies were all given the language 
for the 10% transfer. 
 
Chairman Vigesaa:  When someone applies for a new location.  When they apply for that 
new location has the bank done all its due diligence?  How much does your department get 
involved deciding with or not a community can support another bank. 
 
Lise Kruse:  That has been a little different over the years.  Between 10 and 20 years ago 
that has been changed.  When they do apply, we do look at that; but for me to deny an 
application, it’s a pretty big hurdle.  We require in the application that they need to do some 
analysis.  If the bank has very limited capital and they’re not able to have an office with 
enough expertise to support that location, that’s what I base my decision on. 
 
Rick Clayberg, President, ND Bankers Association:  Testified in support of HB1008. 
 
Representative Mock:  You’re supportive of an amendment for other funds?  It wouldn’t be 
general funds; it would be special funds that would come from the fees collected by banks 
and credit unions.  Is that correct? 
 
Rick Clayberg:  We do support that.  It takes it back to previous fees. 
 
Chairman Vigesaa:  Are the fees assessed annually?  How often do you have an 
assessment change of your fee?  If we added $300,000.00 to your operating expense line, 
does that then result in an increase of the fees that you would assess the institutions? 
 
Lise Kruse:  It would.  When the formula is calculated it’s done on an annual basis.  They 
would still be discounted from where the assessment lands at.   
 
Chairman Vigesaa:  When the budget is set, that’s when you look at fees you need to assess 
to cover your expenses? 
 
Lise Kruse:  That’s correct.  The banks cover 70%, the credit unions are about 15% and the 
consumer licensees are about 15% of our total budget. 
 
Representative Mock:  Are the fees charged proportionately the assets of the institutions?  
Is that how they’re assessed? 
 
Lise Kruse:  Yes, it’s the asset size of the institution. 
 
Representative Mock:  Is that breakdown between banks at 70%, credit unions 15% and 
consumer licensee 15%; based on total assets of all financial institutions?  Is that a fixed 
percentage that will go on regardless of size or changes in asset percentages? 
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Lise Kruse:  It’s based on actual expenses.  We have three cost centers and we look at and 
track our expenses separately.  Banks should not pay for credit unions and vice versa. 
 
Jeff Olson, Credit Union Association of the Dakotas:  Testified in support of HB1008. 
 
Representative Mock:  There are some banks that are online only; are those chartered?  
What role does DFI have in monitoring or inspecting those banks? 
 
Lise Kruse:  Any bank needs to be chartered somewhere.  If they have a charter, they don’t 
need anything here.  If I get a complaint on one of those, I call my counterpart in that state.  
I work closely with other states; because it should be seamless for the customer where they 
bank. 
 
Representative Mock:  So every institution, regardless of how or where it’s chartered, pays 
some fees to the state’s DFI if they have any operations in North Dakota? 
 
Lise Kruse:  If they are chartered in Georgia, for instance, they would pay their assessment 
to Georgia; and we would not see any income from that. 
 
Representative Mock:  If a bank was chartered in Georgia, they could have a branch in 
North Dakota.  Correct? 
 
Lise Kruse:  Yes. 
 
Representative Mock:  If they did, they would not pay any fees to North Dakota? 
 
Lise Kruse:  That’s correct. 
 
Vice Chairman Brandenburg:  Who’s watching these online banks?  How do you know 
they’re operating financially sound? 
 
Lise Kruse:  Every bank is regulated by someone.  If there is an institution that is doing 
something where they don’t have a chartering authority, they’re not regulated, it’s called 
unlicensed activity; we go after those as we find them.  It’s more challenging with an online 
environment, we don’t know about them until a consumer contacts us. 
 
Vice Chairman Brandenburg:  Has there been anywhere that there’s been a problem? 
 
Lise Kruse:  I am not aware of any bank or anyone operating where there’s a problem; but 
we do have unlicensed activity in the money broker world.  In those situations, because 
they’re multi-state, we work with our state counterparts to go after some of those entities. 
 
Chairman Vigesaa:  Closed the hearing. 
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Recording Job# 31471 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the discussion on HB1008. 
 
Roll Call was taken. 
 
Chairman Vigesaa:  See attachment A. 
 
Chris Kadrmas, Analyst, ND Legislative Council:  Explained attachment A. 
 
Chairman Vigesaa continued with attachment A. 
 
Chris Kadrmas continued with his explanation. 
 
Representative Bellew:  They came to the emergency commission and budget section 
and they got authority to do this this biennium.  Right? 
 
Chairman Vigesaa:  Right. 
 
Representative Bellew:  Why would they need the money next biennium? 
 
Chris Kadrmas:  They came to the emergency commission to request a transfer.  They 
requested to use the money for a different purpose than it was appropriated.  The money 
was transferred out of the salary and wages line and into their operating line for this project.  
It allowed them to begin the project during the 2017-2019 biennium. 
 
Representative Bellew:  Then we need to know how much more they need to complete it 
next biennium with the funds that are in this biennium money.  Is that correct? 
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Chris Kadrmas:  That is correct.  You could reduce the amount to exactly what they had 
for this biennium.  If you leave it as is, the money is being appropriated for this website 
redesign.  They can’t use the money for anything else unless they go to the emergency 
commission.  If they were to receive additional revenue that they didn’t anticipate, they 
could maybe spend the whole $451,000.00; even though they spent half during the 2017-
2019 biennium. 
 
Representative Vigesaa:  That section 4 has that traditionally been in there? 
 
Chris Kadrmas:  No, it has not been. 
 
Chairman Vigesaa continued with the worksheet. 
 
Chairman Vigesaa:  Those sections have not been previously included? 
 
Chris Kadrmas:  That’s correct.  There are only a few agencies that have line item transfer 
authority.  The bills that were prepared and have been introduced, if they contain a section 
within that bill, it’s because historically it’s been in the bill. 
 
Chairman Vigesaa continued with the worksheet. 
 
Representative Bellew:  I can’t support the increase of the FTE’s.  I’m not convinced that 
she convinced me that it’s a needed position. 
 
Representative Howe:  The FTE that’s requested is for a money transmitter and cyber 
security expert.  It goes back to our talks with ITD.  It has to be a common them with what 
we do with all these budgets.   
 
Representative Beadle:  When she was discussing some of the state chartered banks she 
was talking about how during a review process IT has become a major component.  Cyber 
security related exams have increased from 3% of the total exam hours to 6% of the total 
exam hours from 2014 to 2017. 
 
Chairman Vigesaa continued with the worksheet. 
 
Representative Beadle:  Explained how money transmitters work. 
 
Representative Bellew:  They’re already have 30 people.  I don’t know why they need 31.  
Can’t they do it within their agency right now?  
 
Representative Beadle:  If you’re going to be managing the consumer protection piece 
from a cyber security standpoint, it takes more than someone who’s an accounting major or 
banking major. 
 
Representative Bellew:  They had over $400,000.00 left over in their salary line item this 
biennium.  Could they not figure out how to hire somebody within their budget limitations 
right now? 
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Chairman Vigesaa continued with the worksheet. 
 
Chris Kadrmas:  They have 2 vacant positions and they had been vacated in October; 
they expect that it would be filled in April and June.  One position is a financial examiner I 
and the other is a chief examiner. 
 
Representative Bellew:  They still had $400,000.00 last biennium. 
 
Chairman Vigesaa:  This biennium they’re reducing for this next biennium their salary by 
$323,000.00.  Most of the extra they had they’re taking off next time. 
 
Representative Howe:  That carryover that was appropriated for website redesign not for 
salaries to be used for FTE’s. 
 
Representative Beadle:  We do the salary item and FTE item.  If there is carryover, am I 
correct in saying unless we authorize that additional slot, they couldn’t hire additional 
people; unless it’s going to salaries of FTE’s we authorize?  But they can’t bring in 
additional bodies.  Is that correct? 
 
Chairman Vigesaa:  We have to authorize an FTE. 
 
Chris Kadrmas:  That’s correct.  They couldn’t create a new FTE position; but, that doesn’t 
mean they couldn’t contract for the position or hire a temporary employee. 
 
Chairman Vigesaa:  For this position they would do neither. 
 
Chairman Vigesaa continued with the worksheet. 
 
Chairman Vigesaa:  Closed the discussion. 
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Recording Job# 32104 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 
 

Minutes:                                                 Attachment A 

 
Chairman Vigesaa:  Opened the discussion on HB1008. 
 
Chairman Vigesaa:  See attachment A. 
 
Representative Howe:  On the green sheet it says $451,000.00. 
 
Chairman Vigesaa:  They are requesting carryover of $351,305.00 instead of the 
$451,000.00. 
 
Chairman Vigesaa continued with the worksheet. 
 
Chairman Vigesaa:  That wasn’t a position.  Was it adding more time dedicated to credit 
unions? 
 
Chris Kadrmas, Analyst, ND Legislative Council:  That was the position identified as the 
reduction necessary to the agency.  The governor restored that position; but when they 
restored it, they restored it at a higher dollar amount. 
 
Representative Bellew:  Why was it restored at a higher dollar amount? 
 
Chris Kadrmas:  Since they removed it, the compensation package wouldn’t have been 
calculated against the position. 
 
Representative Bellew:  Can we reduce that amount to match our compensation? 
 
Chairman Vigesaa:  Their salary increase is included above there. 
 
Representative Bellew:  I’m confused about the $39,000.00. 
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Chairman Vigesaa:  It appears to me that the FTE was never removed. 
 
Chris Kadrmas:  That’s correct.  You don’t see an FTE reduction or addition.  When they 
pulled out the funding for it, that was less than what was added back. 
 
Representative Bellew:  Maybe we shouldn’t move that over at this time; because the 
position is still there. 
 
Chairman Vigesaa:  We can get some clarification. 
 
Becky Keller, Analyst, ND Office of Management and Budget:  The $39,000.00 is just 
the higher salary for a repurposed FTE.  The compensation is not included. 
 
Representative Kempenich:  Is there an organizational chart for financial institutions? 
 
Chris Kadrmas:  The funding for that position is identified in salaries.  It’s just identified 
separately to show it’s an increase to that position. 
 
Chairman Vigesaa:  That’s not doubling up? 
 
Chris Kadrmas:  No. 
 
Representative Howe:  I’d like to keep the FTE; but we could just not move over that 
funding for the credit examiner. 
 
Chairman Vigesaa:  They would have to find it in their budget for the funding for those 
spots.  Is that what we’d be doing if we didn’t move over the $39,000.00? 
 
Chris Kadrmas:  If there are other savings that the agency finds within their salaries and 
wages line, it could be possible.  
 
Representative Kempenich:  They do have two open positions as of December 31st. 
 
Chairman Vigesaa:  They do have two open positions.  One says they’re going to 
advertise in the next two months to fill the position; and the other one they’re going to fill 
from within the department. 
 
Representative Bellew:  In their testimony they said they started this IT project with salary 
savings. 
 
Representative Kempenich:  It looks like on their organizational they one examiner I on 
the credit union side. 
 
Chairman Vigesaa:  That may be the one they plan to fill at a higher salary. 
 
Representative Kempenich:  That’s my guess. 
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Chairman Vigesaa:  So you were thinking to give them the FTE but not the extra 
$39,000.00 and all them to find that in their budget? 
 
Representative Howe:  Yes. 
 
Chairman Vigesaa:  If the credit examiner position is open right now, then they’ll have to 
use the dollars available to pay that individual. 
 
Chris Kadrmas:  The vacant FTE positions that show they will be filled before the 
beginning of the 2019-2021 biennium; any savings they experience in the 2017-2019 
biennium will get turned back.  They don’t have carry over authority, so they couldn’t use it 
for 2019-2021. 
 
Representative Kempenich:  Is that general fund equivalent dollars?  Are those turned 
back into the general fund? 
 
Chris Kadrmas:  None of the department of financial institutions’ funding is turned into the 
general fund. 
 
Representative Kempenich:  As far as turn back, where does it go? 
 
Chris Kadrmas:  It would most likely sit as an ending fund balance; and it’s my guess that 
the ending fund balance helps drive the rates which they charge the banks. 
 
Representative Bellew:  In her testimony, the $451,000.00 for that IT project came from 
salaries for this biennium.  I don’t know why that needs to be an addition as it’s already in 
the budget for this biennium. 
 
Chris Kadrmas:  The agency testified that the IT project funding is from salary savings; 
that they had requested be transferred from the salaries and wages line to the operating 
line this biennium.  The salary savings was experienced due to the retirement of several of 
their higher level employees.  They also identified that by reducing their base budget  
 
 
level this biennium.  They’re reducing their base level for salaries and wages by 
$323,842.00.   
 
Chairman Vigesaa:  Their operating expenses went down by almost $300,000.00. 
 
Representative Kempenich:  We have some optional budget changes. 
 
Chris Kadrmas:  Explained the optional budget changes. 
 
Representative Kempenich:  Why was there a base payroll change of $323,842.00? 
 
Chris Kadrmas:  They had a significant salary savings because of retirements. 
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Representative Howe:  That $351,000.00 is carry over from salaries.  Could we take some 
of that $351,000.00 and fund the credit union examiner? 
 
Chairman Vigesaa:  If we don’t move the $39,000.00 over, we’re asking them to find that 
money in their budget.  Is that right? 
 
Chris Kadrmas:  That’s correct. 
 
Representative Kempenich:  Can they move between salaries and operating? 
 
Chris Kadrmas:  If they put a request in to the emergency commission for a line item 
transfer. 
 
Chairman Vigesaa continued with the work sheet. 
 
Representative Beadle:  Made a motion to move one FTE to the House version. 
 
Representative Howe:  Seconded the motion. 
 
Voice Vote made. 
 
Motion Carried. 
 
Representative Beadle:  Made a motion to reduce the operating expenses of $294,160.00 
to the House version. 
 
Representative Mock:  Seconded the motion. 
 
Voice Vote made. 
 
Motion Carried. 
 
Representative Howe:  Made a motion to reduce the funding for the website design by 
$100,000.00 to the House version. 
 
Representative Kempenich:  Seconded the motion. 
 
Voice Vote made. 
 
Motion Carried. 
 
Chairman Vigesaa:  Closed the discussion. 
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Appropriations Committee – Government Operations Division 
Medora Room, State Capitol 
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2/5/2019 

Recording Job# 32152 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Signature  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 

 

Minutes:                                                 Attachments A and B 

 
Chairman Vigesaa:  Opened the discussion on HB1008. 
 
Chris Kadrmas, Analyst, ND Legislative Council:  Explained attachments A and B. 
 
Chairman Vigesaa:   
 
Chris Kadrmas:  Explained attachment A. 
 
Representative Howe:  Made a motion to move amendment 19.0196.01001. 
 
Representative Beadle:  Seconded the motion. 
 
Voice Vote made. 
 
Motion Carried. 
 
Representative Howe:  Made a motion for a “Do Pass as Amended”. 
 
Representative Beadle:  Seconded the motion. 
 
Roll Call Vote:  7 Yeas 0 Nays 0 Absent. 
 
Motion Carried. 
 
Chairman Vigesaa:  Closed the discussion. 
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32285 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk Risa  Bergquist  

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses 

of the department of financial institutions. 
 

Minutes:                                                  

 
Chairman Delzer: We will call the committee to order for HB 1008.  
 
Representative Howe: Our committee gave this a Do Pass as amended, the amendment 
19.0196.01001, the base level there were adjustments and enhancements of 182 thousand 
for a total appropriation of 6 million 996 thousand. Operating expenses there is another 
adjustment of 117 thousand. We did add 1 FTE for a money transmitter in cyber security 
expert. With the increase on apps for other money transfers, the committee felt it was 
important to provide adequate oversight and to protect our banks. We asked if there was 
anyone that could currently in the department that could take that on and they said there 
wasn’t.  
 
Chairman Delzer: Did you ask if they could reduce somebody to get one? 
 
Representative Howe: We didn’t ask them that.  
 
Chairman Delzer: And the 117 thousand increase in operating expenses; where’s that 
coming from?  
 
Representative Howe: They said the travel expenses have going up and the travel was 
necessary because they have to fiscally go to all the banks and credit unions.   
 
Chairman Delzer: The amendment does not add the governor’s section 4 part of the bill?  
 
Representative Howe: The web site, section 2 of the amendment is a onetime funding for 
the web site redesign.  
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Chairman Delzer: That’s new money, how much are they carrying over? They came and 
asked for 450 thousand of money that they had on hand to do this, so is this total cost of 700 
or is this a carry over and this is a new appropriation?  
 
Representative Howe: It was 451 thousand they spent 100 of that in this biennium and they 
want the remainder of the 351 thousand carried over to this biennium to finish up that web 
site project.  
 
Chairman Delzer: What happens to the other 350 that they currently have appropriated for 
that?  
 
 Representative Vigesaa: They had base payroll changes for a minus of 323 thousand, 
that’s where they had got the funds to be able to do this.  
 
Chairman Delzer: But what happens to that? Are they going to use that for pay raises if we 
do this or is that money that is going to be returned? What happens to that money?  
 
Representative Kempenich: They are carrying two positions over and we got into that 
discussion they were planning on filling those but they haven’t yet. They can’t make a profit 
so they are trying to spend as much as that as possible.  
 
Chairman Delzer: The problem is will they use that to give a pay raise even in this biennium 
that we didn’t authorize? In the past they would do that if they had extra money they used it 
to give pay raises.  
 
 Representative Vigesaa: They were using the savings in salary to fund this project.  
 
Chairman Delzer: But if we appropriating that again next time then they have this money 
right now.  
 
 Representative Vigesaa: Council recommended that we do it this way.  
 
Chairman Delzer: I think we can pass the bill but let’s get that checked on and if we need to 
make changes we can do that.  
 
 Representative Vigesaa: Our understanding was that it was not new money.  
 
Chairman Delzer: The budget section shouldn’t be making decision before it comes before 
the legislature and now of this has come before us.  
 
Representative Howe: I will make motion to adopt the amend  
 
 Representative Beadle:  Second   
 
Voice vote; All in favor, Motion carries 
 
Chairman Delzer: We have the amended bill before us, what are your intentions?  
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Representative Howe: Make a motion to Do Pass as Amended 
 
Representative Mock: Second 
 
Chairman Delzer: Any further discussion on the bill before us? Hearing none we will take a 
roll call vote.  
 
A Roll Call vote was taken. Yea:    21          Nay:  0          Absent:0 
 
Motion carries 
 
Representative Howe will carry the bill.  
 
Chairman Delzer: With that we will close this meeting.  
 
 



DP .2/tt//1 
19.0196.01002 
Title.02000 
Fiscal No. 1 

Adopted by the Appropriations Committee ) u/-) 
February 6, 2019 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1008 

Page 1, replace lines 9 through 15 with: 
II 

Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

Base Level 
$6,813,840 

1,576,072 
20,000 

$8,409,912 
30.00 

Adjustments or 
Enhancements 

$182,802 
117,145 

Q 
$299,947 

1.00 

Appropriation 
$6,996,642 

1,693,217 
20,000 

$8,709,859 
31.00 

SECTION 2. ONE-TIME FUNDING. The following amounts reflect the one-time 
funding items approved by the sixty-fifth legislative assembly for the 2017-19 biennium 
and the 2019-21 biennium one-time funding items included in the appropriation in 
section 1 of this Act: 

One-Time Funding Description 
Website redesign 
Total special funds 

2017-19 
iQ 
$0 

2019-21 
$351,305 
$351,305 

The 2019-21 biennium one-time funding amounts are not a part of the entity's base 
budget for the 2019-21 biennium. The department of financial institutions shall report to 
the appropriations committees of the sixty-seventh legislative assembly on the use of 
this one-time funding for the biennium beginning July 1, 2019, and ending June 30, 
2021." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1008 - Department of Financial Institutions - House Action 

Salaries and wages 
Operating expenses 
Contingency 

Total all funds 
Less estimated income 
General fund 

FTE 

Base 
Budget 
$6,813,840 
1,576,072 

20,000 

$8,409,912 
8,409,912 

$0 

30.00 

House 
Changes 

$182,802 
117,145 

$299,947 
299,947 

$0 

1.00 

Page No. 1 

House 
Version 
$6,996,642 
1,693,217 

20,000 

$8,709,859 
8,709,859 

$0 

31.00 

19.0196.01002 



Department 413 - Department of Financial Institutions - Detail of House Changes 

Adds 
Adjusts Adds Funding Cybersecurity/ Reduces 

Funding for for Salary and Money Funding for Adds Funding 
Base Payroll Benefit Transmitter Operating for Website Total House 

Changes1 lncreases1 Examiner Expensesi Redesigni Changes 
Salaries and wages ($323,842) $312,085 $194,559 $182,802 
Operating expenses 60,000 ($294,160) $351,305 117,145 
Contingency 

Total all funds ($323,842) $312,085 $254,559 ($294,160) $351,305 $299,947 
Less estimated income (323,842) 312,085 254,559 {294,160) 351,305 299,947 
General fund $0 $0 $0 $0 $0 $0 

FTE 0.00 0.00 1.00 0.00 0.00 1.00 

1 Funding is adjusted for base payroll changes. 

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in 
health insurance premiums from $1,241 to $1,427 per month: 

Salary increase 
Health insurance increase 
Total 

Other Funds 
$173,761 

138,324 
$312,085 

3 Funding for 1 cybersecurity/money transmitter examiner FTE position ($194,559) and related operating expenses 
($60,000) is added. 

4 Funding for operating expenses is reduced to provide a total of $1,693,217. 

5 One-time funding is added to continue the department's website redesign project started during the 2017-19 
biennium. 

Page No. 2 19.0196.01002 



2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB1008 

House Appropriations - Government Operations Division 

D Subcommittee 

Date: 2/1/2019 
: Voice Vote #1 

Committee 

AmendmentLC#orDescription: rcwt,on t; Y'r]O\/.L. at/-L F-Tf--to t;kt., /,.()IA.Se VLts,'oV) 

Recommendation: tll- Adopt Amendment 

Other Actions: 

D Do Pass D Do Not Pass 
D As Amended 
D Place on Consent Calendar 
D Reconsider 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D 

Motion Made By Representative Beadle Seconded By Representative Howe 

Representatives Yes No Representatives Yes No 
Chairman Vigesaa Representative Mock 
Vice Chairman Brandenburg 
Representative Beadle 
Representative Bellew 
Representative Howe ' .. 
Representative Kempenich IJt 

........ 
-�; 

Ill.. 
� I 

, ... 

No Total 

Absent 

(Yes) ----------- ---------------

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
To move one FTE to the House version. Motion Carried. 



2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB1008 

House Appropriations - Government Operations Division 

D Subcommittee 

Date: 2/1/2019 
· Voice Vote #2 

Committee 

AmendmentLC#orDescription: fnvf/oYI fh \(.e,duc_,g. --th.e Opllra/:ir11g ..i!'f1R>t<;e5, cf: fJJ.q�/&O,M 
W tfui /41) i,tl e_ (/� Y 5 I ' IJV) 

Recommendation: r}Adopt Amendment 
D Do Pass D Do Not Pass D Without Committee Recommendation 

Other Actions: 

D As Amended 
D Place on Consent Calendar 
D Reconsider 

D Rerefer to Appropriations 

D 

Motion Made By Representative Beadle Seconded By Representative Mock 

Representatives 
Chairman Vigesaa 
Vice Chairman Brandenburg 
Representative Beadle 
Representative Bellew 
Representative Howe 
Representative Kempenich 

Total 

Absent 

(Yes) 

Floor Assignment 

Yes 

" 
J� 

..,, �· 
-... "' --

' . � 
'11111 .... -

'1'� 
�. 

No 

No 

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

Representatives Yes 
Representative Mock 

No 

Made a motion to reduce the operating expenses of $294,160.00 to the House version. 
Motion Carried 



Date: 2/1/2019 
___ J: Voice Vote #3 

2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB1008 

House Appropriations - Government Operations Division Committee 

D Subcommittee 

AmendmentLC#orDescription: n,of,on to reJk�JL th,(!_ FL(v0,·11, F-u-r th-R_ '-<JR-hs,·te_ i-eS1jt1 
h� flf6 9ooc. �-f:.h-L µ,Ot.(S.€' Vt.rs,· o"1. 

Recommendation: ft! Adopt Amendment 
D Do Pass D Do Not Pass D Without Committee Recommendation 

Other Actions: 

D As Amended D Rerefer to Appropriations 
D Place on Consent Calendar 
D Reconsider D 

Motion Made By Representative Howe Seconded By Representative Kempenich 

Representatives 
Chairman Vigesaa 
Vice Chairman Brandenburg 
Representative Beadle 
Representative Bellew 
Representative Howe 
Representative Kempenich 

Total 

Absent 

(Yes) 

Floor Assignment 

Yes No 

' 
� -, - -
�� ._ , 

' 
• '11111, 

• 
No 

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

Representatives Yes 
Representative Mock 

Made a motion to reduce the funding for the website design by $100,000.00 to the 
House version. 
Motion Carried 

No 



2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB1008 

House Appropriations - Government Operations Division 

0 Subcommittee 

Amendment LC# or Description: 19.0196.01001 

Date: 2/5/2019 
Voice Vote #1 

Committee 

------------------------
Recommendation: IZI Adopt Amendment 

Other Actions: 

0 Do Pass O Do Not Pass 
0 As Amended 
0 Place on Consent Calendar 
0 Reconsider 

0 Without Committee Recommendation 
0 Rerefer to Appropriations 

0 

Motion Made By Representative Howe Seconded By Representative Beadle 

Representatives Yes No 
Chairman Vigesaa 
Vice Chairman Brandenburg 
Representative Beadle 
Representative Bellew 
Representative Howe ., 
Representative Kempenich "'I 1.-' 

'- -
- � 

a.V 
• _1T .. 

,i 

No Total 

Absent 

(Yes) -----------

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
To accept the House changes. 
Motion Carried. 

Representatives Yes No 
Representative Mock 



2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB1008 

House Appropriations - Government Operations Division 

D Subcommittee 

Amendment LC# or Description: 19.0196.01001 

Date: 2/5/2019 
Roll Call Vote #1 

Committee 

------------------------
Recommendation: D Adopt Amendment 

� Do Pass D Do Not Pass 
� As Amended 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D Place on Consent Calendar 
Other Actions: D Reconsider D 

Motion Made By Representative Howe Seconded By Representative Beadle 

Representatives Yes No Representatives 
Chairman Vigesaa X Representative Mock 
Vice Chairman Brandenburg X 
Representative Beadle X 
Representative Bellew X 
Representative Howe X 
Representative Kempenich X 

Total (Yes) 7 No O 

Yes 
X 

No 

----------- ---------------
Absent O 

Floor Assignment Representative Howe 

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



Date: 2/6/2019 
Roll Call Vote #: 1 

House Appropriations 

2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB 1008 

D Subcommittee 

Amendment LC# or Description: 19.0196.01001 

Committee 

----------------------
Recommendation: 1ZJ Adopt Amendment 

D Do Pass D Do Not Pass D Without Committee Recommendation 

Other Actions: 

D As Amended 
D Place on Consent Calendar 
D Reconsider 

D Rerefer to Appropriations 

D 

Motion Made By __ R _e ...... p_re_s _e _n _ta _ ti _ve _H_ow _e ____ Seconded By ___ R_ e_.p_r _e _se_ n_ t_a _tiv_ e_B _e _ad _l _e __ 

Representatives 
Chairman Delzer 
Representative Kempenich 
Representative Anderson 
Representative Beadle 
Representative Bellew 
Representative Brandenburg 
Representative Howe 
Representative Kreidt 

Representative Martinson 
Representative Meier 

Representative Monson 
Representative Nathe 
Representative J. Nelson 

Representative Sanford 
Representative Schatz 
Representative Schmidt 

Total 

Absent 

(Yes) 

Floor Assignment 

Yes No Representatives 

Representative Schobinger 
Representative Vigesaa 

Representative Boe 
Representative Holman 
Representative Mock 

No 

Voice Vote, Motion Carries 

Yes No 



Date: 2/6/2019 
Roll Call Vote #: 2 

House Appropriations 

2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB 1008 

D Subcommittee 

Amendment LC# or Description: 

Committee 

----------------------
Recommendation: D Adopt Amendment 

IZI Do Pass D Do Not Pass D Without Committee Recommendation 

Other Actions: 

IZI As Amended 
D Place on Consent Calendar 
D Reconsider 

D Rerefer to Appropriations 

D 

Motion Made By __ R_e�p_re_s _e _nt_a _tiv_ e_ H_ o_ w_ e  ____ Seconded By __ R_e�p_re_ s_ e_ n_ ta_ t_ iv_ e_ M_o _ ck ___ _ 

Representatives Yes No Representatives Yes No 
Chairman Delzer X 
Representative Kempenich X 
Representative Anderson X Representative Schobinqer X 
Representative Beadle X Representative Vigesaa X 
Representative Bellew X 
Representative Brandenburg X 
Representative Howe X Representative Boe X 
Representative Kreidt X Representative Holman X 

Representative Martinson X Representative Mock X 
Representative Meier X 

Representative Monson X 
Representative Nathe X 
Representative J. Nelson X 

Representative Sanford X 
Representative Schatz X 
Representative Schmidt X 

Total 21 No 0 (Yes) ----------- ---------------
Absent 0 -----------------------------
Floor Assignment Representative Ho we 

Motion Carries 



Com Standing Committee Report 
February 8, 2019 9:04AM 

Module ID: h_stcomrep_25_010 
Carrier: Howe 

Insert LC: 19.0196.01002 Title: 02000 

REPORT OF STANDING COMMITTEE 
HB 1008: Appropriations Committee (Rep. Delzer, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(21 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1008 was placed on the 
Sixth order on the calendar. 

Page 1, replace lines 9 through 15 with: 

Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

Base Level 
$6,813,840 

1,576,072 
20,000 

$8,409,912 
30.00 

Adjustments or 
Enhancements 

$182,802 
117,145 

Q 
$299,947 

1.00 

Appropriation 
$6,996,642 

1,693,217 
20,000 

$8,709,859 
31.00 

SECTION 2. ONE-TIME FUNDING. The following amounts reflect the one­
time funding items approved by the sixty-fifth legislative assembly for the 2017-19 
biennium and the 2019-21 biennium one-time funding items included in the 
appropriation in section 1 of this Act: 

One-Time Funding Description 
Website redesign 
Total special funds 

2017-19 
iQ 
$0 

2019-21 
$351,305 
$351,305 

The 2019-21 biennium one-time funding amounts are not a part of the entity's 
base budget for the 2019-21 biennium. The department of financial institutions shall 
report to the appropriations committees of the sixty-seventh legislative assembly on 
the use of this one-time funding for the biennium beginning July 1, 2019, and ending 
June 30, 2021." 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1008 - Department of Financial Institutions - House Action 

Salaries and wages 
Operating expenses 
Contingency 

Total all funds 
Less estimated income 
General fund 

FTE 

Base 
Budget 

$6,813,840 
1,576,072 

20 000 

$8,409,912 
8 409 912 

$0 

30.00 

House 
Changes 

$182,802 
117,145 

$299,947 
299 947 

$0 

1.00 

House 
Version 

$6,996,642 
1,693,217 

20 000 

$8,709,859 
8 709 859 

$0 

31.00 

Department 413 - Department of Financial Institutions - Detail of House Changes 

Adds Adds 
Adjusts Funding for Cybersecurit Reduces Adds 

Funding for Salary and y/Money Funding for Funding for 
Base Payryll Benefit Transmitter Operatin� Website 

Changes Increases 
l 

Examiner
1 

Expenses Redesign 
� Total House 

Changes 

Salaries and wages ($323,842) $3 I 2,085 $194,559 $182,802 
Operating expenses 60,000 ($294,160) $351,305 117,145 
Contingency 

Total all funds ($323,842) $312,085 $254,559 ($294,160) $351,305 $299,947 
Less estimated income (323,842) 312 085 254 559 (294,160) 351 305 299 947 
General fund $0 $0 $0 $0 $0 $0 

FTE 0.00 0.00 1.00 0.00 0.00 1.00 

1 Funding is adjusted for base payroll changes. 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_25_01 O 
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Module ID: h_stcomrep_25_010 
Carrier: Howe 

Insert LC: 19.0196.01002 Title: 02000 

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per 
year and increases in health insurance premiums from $1,241 to $1,427 per month: 

Salary increase 
Health insurance increase 
Total 

Other Funds 
$173,761 

138,324 
$312,085 

3 Funding for 1 cybersecurity/money transmitter examiner FTE position ($194,559) and 
related operating expenses ($60,000) is added. 

4 Funding for operating expenses is reduced to provide a total of $1,693,217. 

5 One-time funding is added to continue the department's website redesign project started 
during the 2017-19 biennium. 

(1 ) DESK (3) COMMITTEE Page 2 h_stcomrep_25_01 0 
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2019 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Harvest Room, State Capitol 

HB 1008 
3/1/2019 

Job # 33067 (39:44) 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Rose Laning/ Meghan Pegel 

 

Explanation or reason for introduction of bill/resolution: 

A BILL for an Act to provide an appropriation for defraying the expenses of the 

department of financial institutions. 
 

Minutes:                                                 Testimony attached # 1 – 2.  

 
Legislative Council: Chris Kadrmas  
OMB: Stephanie Gullickson  
 
Chairman Holmberg called the committee to order on HB 1008.   
 
Lise Kruse, Commissioner, Department of Financial Institutions 
Financial Institutions testimony - Attached # 1. 
 
Introduced her staff: Corey Krebs, Assistant Commissioner; Ryan Spah, Chris Ludwig and 
Joan Becker.  
 
(24:55) Senator Robinson: You referenced concern over the agricultural economy and of 
your inspections moving from 12 to 6 months. How many banks are involved in that increased 
schedule of inspections? How concerned are you regarding the ongoing downturn in the ag 
economy; from all reports, we’re looking at another year or two. I think a number of farmers 
got 5 this past year. This year could be a whole other ballgame for them. How many of your 
institutions are especially challenged because of the size of the institution and the number of 
these farmers struggling financially? 
 
Lise Kruse: We monitor the ag economy very closely, and it is concerning to us.  We won’t 
know the impact until after the farmers have done their renewal, which happens right now. I 
am frequently in contact with our institutions, and I would say a majority of our institutions 
have a concentration in agriculture loans because they are rural. The reason why we haven’t 
had a failure for 30 years is that our bankers and credit union officials understand the ag 
economy and risk. They’ve done an excellent job of protecting against that risk. Most 
institutions would say that they have a few borrowers that are really struggling. As far as the 
total number of the institutions as of now, we have a few that are considered a troubled 
institution. I know for sure that in the next 6 months we will have a couple more. We work 
with the FDIC on that. When they get to a problem state, we go in with our federal 



Senate Appropriations Committee  
HB 1008 
March 1, 2019 
Page 2  
   

counterparts. I will be able to answer your question in the next couple of months, but as of 
now we are concerned. 
 
Senator Robinson: When you deal with these challenged institutions in working with the 
FDIC, does that involve restructuring, refinancing and trying to regroup and take another look 
at it or are there situations where you’re really dissolving things? 
 
Lise Kruse: When the institution has a lot of risk, we need to make sure that they are working 
with their consumers and doing things correctly, that they do collect on loans when they need 
to and that they structure those loans. There might be operating that needs to be termed out 
over several years. The banks will work with them, but there are times when they can’t do 
anything because the economy is what is it, and the institution will suffer as a result. We 
come in with a plan, and sometimes it’s public. We require them to have a certain capital 
level, and we can sometimes restrict their dividends that we won’t approve for them to take 
anything out of capital to preserve that institution. It’s all designed to restore them back to a 
healthy level. 
 
Senator Oehlke: Do you find that the acquisitions and mergers you’ve talked about are 
probably going to be happening in the not too distant future? Are they between two 
aggressive banks that are both doing great or are they finding themselves in a position where 
maybe they’re really dependent on the ag economy, and it’s a more diversified bank that’s 
going to take them over? 
 
Lise Kruse: If you ask an institution, they will say it’s regulatory burden, and compliance 
costs are going up. They’re not wrong in that because there are a lot of protections that have 
come out after the last crisis. There are a lot of concerns for smaller institutions where they 
have to comply with certain new regulations. The bank secrecy act, the anti-money 
laundering and cybersecurity is a huge burden on those institutions that sometimes make 
them want to find a partner and merge. One of the issues in this state is that these are family-
owned institutions, and their kids don’t want to come back and run the bank. They don’t have 
anyone that wants to move back to the community, and because of their age, they’re now 
looking at selling because there’s no one to transfer it to otherwise. A lot of it has to do with 
the challenge in the rural communities as well. 
 
(31:45) Jeff Olson, President and CEO, Credit Union Association of the Dakotas 
 
Jeff Olson: We represent credit unions in North and South Dakota. There are 33 in North 
Dakota and about 211,000 credit union members. I’m representing the 20 credit unions that 
are state chartered. There is a state charter that falls under the regulation of the Department 
of Financial Institutions here and the state statutes and administrative rules process in the 
state. Then there’s a federal charter credit union that falls under the National Credit Union 
Administration (NCUA) or the federal credit union act, and they work with the NCUA on 
regulation.  
We’re working on an amendment that specifically adds $300,000 to the department’s 
operating line. It takes it back to the 2015-17 biennium appropriations process, and I will 
support that testimony. The current appropriations process has a negative impact on credit 
unions. As we talk about the ag economy and the complexities in examining those credit 
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unions that are involved in ag lending, there are a dozen in the state that are actively involved 
in supporting the ag industry.  
On a national scale, every year there’s a report that lists the top 20 commercial lending credit 
unions in the country. We have about 6 of those in the top 20 every year, and that is based 
on their support and engagement in the ag economy. When the commissioner says that she’s 
going to have to reconsider in sending a local examiner to a federal examination process, 
that is a concern- especially to those ag credit unions where the federal regulator doesn’t 
understand the history of that credit union, the complexities of that credit union and that rural 
district. We had an example this past year of the federal regulator coming into a credit union 
that’s nearly 80 years old and saying they don’t understand or like ag lending and they didn’t 
think they should be in ag lending. This is to a credit union that’s in a rural community of less 
than 3,000 people and been serving for 80 years. These regulators come from out of state in 
areas like Chicago, Minneapolis and D.C. Our new federal regulation region comes out of 
Phoenix, Arizona. Some of our supervisors are based out of Denver, and some are out of 
Minneapolis as well. That is an issue for our members. It’s a benefit for us to have that local 
regulator.  
There is a disconnect to our members that are paying an increase in fees. It makes sense 
because they’re growing in assets and complexities and their portfolios are diversifying, but 
when you reduce the budget by $300,000, it doesn’t make sense. We came to this body a 
couple years ago and got our FTE reinstated, and we appreciate that. 200 regulations came 
down for credit unions and banks from the Dodd-Frank Act, and the complexities of the 
examination process continue to grow, so we needed that examiner. The House took it away, 
you added it back, and we appreciate that. We’re asking you to reconsider this amendment 
and ask that you reinstate the $300,000 to the DFI budget.  
 
Chairman Holmberg: The sub-committee will be Senator Krebsbach as chair, Senator 
Oehlke and Senator Robinson. 
 
(36:54) Rick Clayburgh, President and CEO, North Dakota Bankers Association 
Proposed Amendment - Attached # 2. 
 
Rick Clayburgh: We’re asking that the operating level associated with the non-IT operations 
of the department be restored to the 2015-17 biennium level. With the softening in our 
economy, it causes additional concerns to financial institutions. We want to ensure that the 
department has the resources necessary to ensure the continued safety and soundness of 
institutions in the state. We are a special fund agency. Banks in North Dakota pay 86% of 
the funds for the Department of Financial Institutions, and we’re asking that you allow them 
to spend a little more money.  
 
(38:00) Barry Haugen, Independent Community Banks of North Dakota 
 
Haugen: We too support the department and the amendment. It’s important to have a skilled 
and well trained department with the resources necessary. 
 
 
Chairman Holmberg closed the hearing on HB 1008. 
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☐ Conference Committee 

 

      Committee Clerk:    Alice Delzer  

 

Explanation or reason for introduction of bill/resolution: 

 
 A Subcommittee hearing for the Department of Financial Institutions.  
 

Minutes:                                                 1.Proposed Amendment (Rick Clayburg)  

 
Chairman Krebsbach: called the Subcommittee meeting to order on HB 1008 at 3:00 pm in 
the Harvest Room.  All subcommittee members were present:  Chairman Krebsbach, Senator 
Oehlke and Senator Robinson. Chris Kadrmas, Legislative Council and Becky J. Keller, OMB 
were also present.  
 
Chairman Krebsbach: What we need to do is refresh our memories as to what Financial 
Institutions is looking for that were not included in the bill when it came from the House.  
 
Rick Clayburg, President, CEO ND Bankers Association: Just specific to your question, 
what didn’t occur in the House that people would like to see brought in on the Senate side 
goes to the amendment (see Attachment # 1.) we presented on behalf of the Independent 
Community Banks and Credit Unions and the ND Banker’s Association back on the original 
hearing date and that was to restore $300,000 to the operating line bringing it back to the 
level that it was in the 15-17 biennium.  Over the last couple of budgeting cycles, the 
operating line has been reduced.  I understand the commissioner and staff have to be a little 
careful as an executive agency and cabinet officials in maybe answering questions but we 
believe, given what’s happening in the economy, the potential downturn what’s happening in 
agriculture, the concerns that could shape the opinions of a financial institution, we think now 
more than ever, they should have the resources necessary in that operating line, is there 
travel line when they go out and actually examine financial institutions on site. (0.02.40)    
 
Chairman Krebsbach: I am looking at the total of the enhancements that are prepared on 
your budget, your amendment, I am wondering if there is $100,000 mistake.    
 
Rick Clayburg:  There were some adjustments that did occur, not specific to operating, but 
specific to carryover authority for a special project that was done, an IT project.  That may be 
associated in there.  I don’t believe our amendment had an error to it.  there was some other 
adjustments that the House made. We are specifically asking for additional $300,000  specific 
to the operating line.   
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Senator Robinson: One of the issues here was, $182,802.00 in salaries and wages.  That 
is in.  That was confirmed.  Operating 417 – that is in. 
 
Chairman Krebsbach: Initially that was 117, so that’s $300,000 more.  
 
Senator Robinson: So the question is, based is what is in the bill, what would we need to 
add to make it whole.  
 
Rick Clayburg:  I am certainly not the expert on their budget, in my opinion, to make it whole, 
$300,000. That is what our amendments does, it adds $300,000 to their operating line.  
 
Chairman Krebsbach:   the reason I am questioning it is this, the total special funds in the 
adjustments or enhancements is $299,000, and if I take that $600,000 figure, which you show 
on this, I believe there is an adding error on your sheet. that’s all it is. It should be $599,000.   
 
Rick Clayburg: The House took out $100,000 in operating associated with the special IT 
project.  It starting now because they got emergency commission authority to start that project 
prior to the end of the biennium.  Or am I off? I apologize and I take responsibility for that.  I 
was typing that on word and using my calculator, and I apologize.  The department hasn’t 
seen the amendment.  We didn’t share that with them.   
 
(Copies of the proposed amendment were made and distributed to the Department, 
Legislative Council and OMB). Discussion followed.  
 
Rick Clayburg:  I apologize.  I made sure my numbers were going across row wise, but I 
didn’t check on the column side. (Further discussion followed about the mistake on the 
amendment).   
 
(0.07.28) Chairman Krebsbach: I think that explains it.  That takes care of, you’re the 
banking association, the independent bankers, and the credit unions.    
 
Rick Clayburg: Correct. From a budgetary standpoint, roughly 86% of their special funds 
come from the assessments by the financial institutions, I don’t believe that includes the 
credit unions, or does it?  He was told it does include the credit unions as well, all the banks, 
all the financial institutions, which are the banks and then some definitions, the credit unions.   
 
Chairman Krebsbach: That covers that amendment that was proposed during the hearing.  
I would like to have Lisa come forward and be sure we aren’t missing anything else.    
 
Lisa Kruse, Commissioner, Department of Financial Institutions: I will answer any 
questions.  
 
Senator Oehlke:  Do you get any federal funds?  Is that a big deal if that part is left out of 
there, that you can’t receive federal funds?  You ok with that?  
 
Lisa Kruse:  We do not receive any federal funds.  
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Senator Oehlke: Line item transfers between funds, you don’t need that either?  Because 
they didn’t give you that as well in the House.      
 
(0.08.56) Lisa Kruse: I would love to have that because we are a small department, we 
sometimes the easiest place for us to budget, we have natural turn-over because of the work 
we do, sometimes the salary line item is the easiest place where we would have excess 
funds and it would be to have that authority, but when you are such a small agency and you 
run so tight, that would just spare us having to go to the emergency commission. It would 
give us a little more flexibility and freedom when we do have turn-over where we could move 
it to operating.  
 
Chairman Krebsbach:  I have two questions in regard to that. Have you had the authority 
in the past?  She was told no. And have you had need to go to the emergency commission 
in the last 5 years?  
 
Lisa Kruse:  Yes, we have gone to the emergency commission and I just started a little over 
a year ago, so I wasn’t even aware of the whole process, yes, I did go in December because 
we had excess funds because of retirements.  So that $435,000 was approved by the 
emergency commission at that time.  That was all salaries.  That’s part of the confusion that 
came in with the $100,000 because the House side took out $100,000 thinking that’s what 
we will spend this biennium of that money rather than carrying it over. I know going forward, 
I am very aware if the economy turns that I might have to appear again to have more flexibility 
to meet our mandates.   
 
(0.10.53) Chairman Krebsbach: You mentioned the House took out $100,000.  Does the 
$300,000 that is being put back cover that? 
 
Lisa Kruse: It’s a separate item.  The emergency commission approved for our IT systems, 
$451,305.00 that we would take from this biennium salary line item, move to operating.  
However, the governor wanted to make sure that we would have the authority to carry it over 
to the next biennium. So it shows in our operating line item even though it’s already been   
funded. So it was to request that authority.  When the House looked at it, they reduced it by 
$100,000 so we would only have authority to carry over $351,000, thinking that we had 
already spent $100,000 by the end of this biennium.  So it’s separate from the amendment 
that the banking associations are proposing.  
 
Chairman Krebsbach: Is that clear to everyone on the committee?  That was confirmed.  
Any further questions from the committee?  We have a few things that we cannot complete 
this budget for and that is there’s two things the Senate and the House are not in sync on, 
one is the salaries and the other is the funding for the IT unification.  Those two things have 
to be worked out before we can make a final decision on this bill. I have no problem with the 
amendment that is being proposed. (Confirmed by the subcommittee) The transfer, we’ll do 
some debating on that, but we will let you know. The Subcommittee hearing on HB 1008 is 
in recess and we will notify you later.  
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☐ Subcommittee 
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      Committee Clerk:   Alice Delzer  

 

Explanation or reason for introduction of bill/resolution: 

 
 A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions.  (Do Pass as Amended)   
 

Minutes:                                                 1.Proposed Amendment # 19.0196.02002 

 
Chairman Holmberg: called the Committee to order on HB 1008. Roll call was taken. All 
committee members were present. Adam Mathiak, Legislative Council and Larry Martin, 
OMB were also present 
 
V. Chairman Krebsbach: Submitted Attachment # 1 Amendment # 19.0196.02002. She 
explained the amendment.  
 
V. Chairman Krebsbach: Moved Amendment # 19.0196.02002.  2nd by Senator 
Robinson.  
 
Chairman Holmberg: All in favor of the amendment, say aye. It carried.  Now can we have 
a motion on the bill?  
 
V. Chairman Krebsbach: Moved a Do Pass as Amended on HB 1008. 2nd by Senator 
Robinson.   
 
Chairman Holmberg:  Call the roll on a Do Pass as Amended on HB 1008.  
 
A Roll Call vote was taken.  Yea: 14; Nay: 0; Absent: 0.  V. Chairman Krebsbach will 
carry the bill.  
 
The hearing was closed on HB 1006.  



19.0196.02002 
Title.03000 
Fiscal No. 2 

Prepared by the Legislative Council staff for 
Senator Krebsbach 

April 3, 2019 

PROPOSE D  AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1 008 

Page 1, line 2, after "institutions" insert "; and to provide for a report" 

Page 1 ,  replace lines 11 through 1 5  with: 

"Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

$6,81 3,840 
1,576,072 

20,000 
$8,409,912 

30.00 

$208,81 5  
5 1 7,1 45 

Q 
$725,960 

1.00 

$7,022,655 
2,093,21 7  

20,000 
$9,135,872 

31.00" 

Page 1, line 16, after "FUNDING" insert "- REPORT TO LEGISLATIVE ASSEMBLY" 

Page 1, replace lines 20 and 21 with: 

"Website redesign 
Total special funds 

Renumber accordingly 

STATEMENT OF PURPOSE OF AMENDMENT: 

iQ 
$0 

House Bill No. 1008 - Department of Financial Institutions - Senate Action 

Base 
Budget 

Salaries and wages $6,81 3,840 
Operating expenses 1 ,576,072 
Contingency 20,000 

Total all funds $8,409,91 2  
Less estimated income 8,409,91 2  
General fund $0 

House 
Version 
$6,996,642 
1 ,693,217 

20,000 

$8,709,859 
8,709,859 

$0 

Senate 
Changes 

$26,013  
400,000 

$426,01 3 
426 0 13  

$0 

Senate 
Version 
$7,022,655 
2,093 ,217 

20,000 

$9, 1 35,872 
9,1 35,872 

$0 

FTE 30.00 31 .00 0.00 31 .00 

Department 413 - Department of Financial Institutions - Detail of Senate Changes 

Adjusts Increases 
Funding for Funding for Adds Funding 

Salary Operating for Website 
lncreases1 Expenses1 Redesigni 

Total Senate 
Changes 

Salaries and wages $26,0 1 3  $26,01 3  
Operating expenses $300,000 $100,000 400,000 
Contingency 

Total all funds $26,01 3  $300,000 $100,000 $426,0 1 3  
Less estimated income 26,0 13  300,000 100,000 426,01 3  
General fund $0 $0 $0 $0 

FTE 0.00 0.00 0.00 0.00 

$451,305 
$451,305" 

1 Funding is added to provide for employee salary increases of 2 percent on July 1 ,  20 1 9 , with a min imum month ly 
increase of $ 1 20 and a maximum monthly increase of $200, and an i ncrease of 2 .5  percent on Ju ly 1 ,  2020. The 
House provided funding for salary increases of 2 percent on Ju ly 1 ,  201 9, and 2 percent on Ju ly 1 ,  2020. 

2 Funding for operating expenses is increased to provide a total of $1 ,993,2 1 7. The House included total funding for 
operating expenses of $ 1 ,693,21 7. 

Page No. 1 19.0196.02002 



3 The Senate increased one-time funding by $1 00,000, from $351 ,305 to $451 ,305, to continue the department's 
website redesign project started during the 201 7-1 9 biennium. The House version included one-time funding of 
$351 ,305. 
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Recommendation: )(] Adopt Amendment 
D Do Pass D Do Not Pass D Without Committee Recommendation 

Other Actions: 

D As Amended 
D Place on Consent Calendar 
D Reconsider 

D Rerefer to Appropriations 

D 

Motion Made By _T{t-+-+���b=.5�b���....._ __ Seconded By 

Senator s Yes No 
Senator Holmberq 
Senator Krebsbach 
Senator Wanzek 
Senator Erbele 
Senator Poelman 
Senator Bekkedahl 
Senator G. Lee 
Senator Dever 
Senator Sorvaaq 
Senator Oehlke 
Senator Hogue 

(Yes) No Total 

Absent 

-----------

Floor Assignment 

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

Senators  
Senator Mathern 
Senator Grabinger 
Senator Robinson 

Yes No 
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Senator G. Lee ,,,,,.,-
Senator Dever v' 
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No 
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Total 
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Com Standing Committee Report 
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Module ID: s_stcomrep_60_006 
Carrier: Krebsbach 

Insert LC: 19.0196.02002 Title: 03000 

REPORT OF STANDING COMMITTEE 
HB 1008, as engrossed: Appropr iations Committee (Sen. Holmberg, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended , recommends 
DO PASS ( 1 4  YEAS , 0 NAYS, 0 ABSENT AN D NOT VOTI NG) .  Engrossed HB 1 008 
was placed on the S ixth order on the calendar. 

Page 1 ,  l i ne 2 ,  after " institutions" insert " ;  and to provide for a report" 

Page 1 ,  replace l i nes 1 1  th rough 1 5  with : 

"Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Fu l l-t ime equ ivalent positions 

$6 , 8 1 3 ,840 
1 , 576, 072 

20,000 
$8,409, 9 1 2  

30 .00 

$208 , 8 1 5 
5 1 7 , 1 45 

Q 
$725 ,960 

1 . 00 

$7 ,022,655 
2 , 093, 2 1 7 

20,000 
$9 , 1 35 , 872 

3 1 . 00" 

Page 1 ,  l i ne 1 6 , after "FUNDING" insert "- REPORT TO LEGISLATIVE ASSEMBLY" 

Page 1 ,  replace l i nes 20 and 21 with : 

"Website redesign 
Total special funds 

Renumber accord ing ly 

STATEMENT OF PURPOSE OF AMENDMENT: 

iQ 
$0 

$45 1 ,305 
$45 1 , 305" 

House Bill No. 1008 - Department of Financial Institutions - Senate Action 

Base 
Budget 

Salaries and wages $6,8 1 3 ,840 
Operating expenses 1 , 576,072 
Contingency 20,000 

Total all funds $8,409,9 1 2  
Less estimated income 8,409 ,91 2 
General fund $0 

FTE 30.00 

House 
Version 

$6,996,642 
1 ,693,2 1 7 

20,000 

$8,709,859 
8, 709,859 

$0 

31 .00 

Senate 
Changes 

$26, 0 1 3  
400,000 

$426,0 1 3  
426,0 1 3  

$0 

0.00 

Senate 
Version 

$7,022,655 
2,093,2 1 7 

20 000 

$9, 1 35,872 
9, 1 35,872 

$0 

31 .00 

Department 413 - Department of Financial Institutions - Detail of Senate Changes 

Increases Funding 
Adjusts Funding for for Operating Adds Funding for Total Senate 

Salary lncreases1 Expenses1 Website Redesign1 Changes 
Salaries and wages $26,01 3  $26,0 1 3  
Operating expenses $300,000 $ 1 00,000 400,000 
Contingency 

Total all funds $26, 0 1 3  $300,000 $1 00,000 $426,0 1 3  
Less estimated income 26 0 1 3  300,000 1 00,000 426 0 1 3  
General fund $0 $0 $0 $0 

FTE 0.00 0.00 0.00 0.00 

1 Fund ing is added to provide for employee salary i ncreases of 2 percent on J u ly 1 ,  201 9 ,  
with a min imum month ly increase of  $ 1 20 and a maximum monthly i ncrease of  $200 ,  and an 
increase of  2 . 5  percent on Ju ly 1 ,  2020 .  The House provided fund ing for salary i ncreases of 
2 percent on Ju ly 1 ,  20 1 9 , and 2 percent on Ju ly 1 ,  2020. 

2 Fund ing for operating expenses is i ncreased to provide a tota l of $ 1 , 993 , 2 1 7 .  The House 
incl uded total fund ing for operati ng expenses of $ 1 ,693 ,2 1 7 . 

3 The Senate increased one-time fund ing by $ 1 00, 000, from $35 1 , 305 to $45 1 , 305,  to 
conti nue the department's website redesign project started during the 201 7-1 9 bienn i um .  
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The House version inc l uded one-time fund ing of $35 1 ,305.  
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Recording Job# 34737 

☐ Subcommittee 

☐ Conference Committee 

 Committee Clerk:  Sheri Lewis 

Explanation or reason for introduction of bill/resolution: 

A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions 

Minutes:  Attachment A

Chairman Howe:  Opened the conference committee on HB1008. 

Roll Call taken. 

Senator Krebsbach:  Explained the Senate changes.  See attachment A. 

Chairman Howe:  In the House version we did include the FTE for the cybersecurity 
transmitter. 

Senator Krebsbach:  You’re correct, that was a recommendation from the governor’s office. 

Chairman Howe:  On that $451,000.00, we have $351,000.00 that carried over; that 
$100,000.00 that we had committed for the current biennium? 

Chris Kadrmas, Fiscal Analyst, ND Legislative Council:  In the governor’s 
recommendation they had asked for carry over authority of their entire operating expenses 
line; but they wanted to carry over funding that was provided for this IT project which was 
$451,305.00.  That was approved by the emergency commission and budget section to 
transfer salaries and wages.  Once it went over to the Senate, the agency determined that 
they might not be able to expend the $100,000.00 during this biennium; so they asked to 
increase the authority to cover the entire amount that they were intending for the project. 

Representative Beadle:  Can someone explain the $300,000.00 increase for operating 
expense adjustment? 

Chairman Howe:  I believe the operating was increased due to increased travel on the House 
side. 

x
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Chris Kadrmas:  When the bill was over on the Senate side, the customers of the agency 
testified in front of the Senate for them to increase their operating expenses to the 2015-2017 
level; so that’s where the $300,000.00 increase came from. 
 
Senator Krebsbach:  This was a separate amendment that was submitted by the North 
Dakota Bankers Association, the independent community banks and the Credit Unions of the 
Dakotas.  They were all in accord on this; and really wanted to see the fund restored to the 
level it was in the 2015-2017 session. 
 
Representative Beadle:  Was the purpose of the increased operating expenditure to the 
2015 level; was that for travel and inspection costs? 
 
Senator Krebsbach:  It could be for travel.   
 
Senator Robinson:  The explanation we had on our side was not only because of the tight 
ag economy; but largely because of the tight ag economy, there are a handful of banks that 
are struggling.  The workload has increased significantly and that’s where much of this 
additional expense will be used. 
 
Representative Bellew:  There is a breakdown of why they needed $300,000.00?  They 
should justify that or somebody should justify that. 
 
Senator Krebsbach:  They were just trying to restore their budget back to the 2015-2017 
biennium.  They had been short changed in doing some of the traveling that they needed to 
do as an agency. 
 
Representative Beadle:  Looking at the budget detail request information provided by OMB 
and based on the expenditures in the 2015-2017 biennium, the expenditures for operating 
expenses was $1,420,980.00.  During the 2017-2019 biennium it $1,576,072.00.  Specifically 
for travel in 2015-2017 had $464,806; 2017-2019 had $543,700.00.  I think we do need to 
get some clarification. 
 
Chairman Howe:  Closed the conference committee. 
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☐ Subcommittee 

☒ Conference Committee 

 

      Committee Clerk:  Sheri Lewis 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to provide an appropriation for defraying the expenses of the department 
of financial institutions. 
 

Minutes:                                                  

 
Chairman Howe:  Opened the conference committee on HB1008. 
 
Roll Call taken. 
 
Chairman Howe:  We deliberated on this a little bit and with this being a special funded 
agency. 
 
Representative Beadle:  Made a motion to adopt the Senate’s amendments. 
 
Representative Bellew:  Seconded the motion. 
 
Voice Vote made. 
 
Motion Carried. 
 
Senator Oehlke:  Made a motion for “The House to accede to Senate Amendments” 
 
Senator Robinson:  Seconded the motion. 
 
Roll Call Vote:  5 Yeas 1 Nay 0 Absent. 
 
Motion Carried. 
 
Representative Howe:  Closed the conference committee. 
 
 



2019 HOUSE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

Date: 4/16/2019 
Voice Vote: Vote: 1 

B I LL/RESOLUTION NO. HB1008 as (re) engrossed 

House Appropriations - Government Operations Committee 
Action Taken D HOUSE accede to Senate Amendments 

D HOUSE accede to Senate Amendments and fu rther amend 
D SENATE recede from Senate amendments 
D SENATE recede from Senate amendments and amend as fol lows 
.x_ Other 

D Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

Motion Made by: Representative Beadle 

Representativ es 4/1 5 4/1 6 Yes 

Chairman Howe X X 
Representative Beadle X X 
Representative Bellew X X 

No 

I 

I .. I 

Total Rep. Vote ,,.,, 

\ r 
Vote Count 

House Carrier 

LC Number 

Seconded by: Representative Bellew 

Senators 4/1 5 4/1 6 Yes No 

Senator Krebsbach X X 
Senator Oehlke X X 
Senator Robinson X X 

Total Senate Vote 

No :  Absent: 

Senate Carrier 

of amendment 

LC Number of engrossment ----------
Emergency clause added or deleted 

Statement of purpose of amendment - To agree to the Senate amendments 
Motion Carried 



2019 HOUSE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

B I LL/RESOLUTION NO . HB1008 as (re) engrossed 

House Appropriations - Government Operations Committee 
Action Taken � HOUSE accede to Senate Amendments 

Date: 4/16/2019 
Roll Call Vote: 1 

D HOUSE accede to Senate Amendments and fu rther amend 
D SENATE recede from Senate amendments 
D SENATE recede from Senate amendments and amend as fol lows 

D Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

Motion Made by: Senator Oehlke 

Representatives 4/1 5 4/1 6 

Chairman Howe X X 
Representative Bead le X X 
Representative Bel lew X X 

Total Rep. Vote 

Vote Count Yes: 5 

Yes 

X 
X 

2 

House Carrier Representative Howe 

LC Number 

LC Number 

Emergency clause added or deleted 

No 

X 

1 

Seconded by: Senator Robinson 

Senators 4/1 5 4/1 6 Yes No 

Senator Krebsbach X X X 
Senator Oeh lke X X X 
Senator Robinson X X X 

Tota l Senate Vote 3 0 

No : 1 Absent: 0 

Senate Carrier Senator Krebsbach 

of amendment 

of engrossment ----------

Statement of purpose of amendment - Motion Carried 



Com Conference Committee Report 
April 1 6, 201 9 2 :04PM 

Module ID: h_cfcomrep_68_001 
House Carrier: Howe 

Senate Carrier: Krebsbach 

REPORT OF CONFERENCE COMMITTEE 
HB 1 008, as engrossed : Your conference committee (Sens. Krebsbach, Oehlke, Robinson 

and Reps. Howe, Beadle, Bellew) recommends that the HOUSE ACCEDE to the 
Senate amendments and place HB 1 008 on the Seventh order. 

Engrossed H B  1008 was placed on the Seventh order of business on the calendar. 
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Prepared for the House Appropriations Committee 

Department 413 - Department of Fin an c i al I ns ti tu tio ns 
Hou se Bill No. 1008 

Exe c u tive 

201 9-21 Executive Budget 

B d C u 1get 

201 7-1 9 Legislative Appropriations 
Increase (Decrease) 

om pari so n  to Prior Biennium Accrocri atio ns 
FTE Positions General Fund Other Funds 

31 .00 $0 $8,978,343 
30 .00 0 8,409 91 2 

1 .00 $0 $568,431 

and O ne-Time O ther Fu nd s A 

201 9-21 Executive Budget 
201 7- 1 9  Legislative Appropriations 
Increase Decrease 

Agency Funding 

Ongoing Other Funds 
A ro riation 

$8,527,038 
8,409,91 2  
$1 1 7,1 26 

One-Time Other Funds 
A ro riation 

$451 ,305 
0 

$451 ,305 

FTE Positions 

Total 

$8,978,343 
8,409,91 2  
$568,431 

$8,978,343 
8,409,91 2 
$568,431 

$1 0.00 $8.98 
31 .50 .-------------------, 

i 

$9.00 

$8.00 

$7.00 

$6.00 

$5.00 

$4.00 

$3.00 

$2.00 

$1 .00 

$0.00 

$8.46 $8.41 

$7.58 --
.,___ 
.,___ 

.,___ 
.,___ 

>---

>---

$0.00 $0.00 $0.00 $0.00 

201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 

� 
� 
.... 
� 
.... 
� 

Executive 
Budget 

• General Fund c Other Funds 

31 .00 
31 .00 +--------------:1a-------1 

30.50 +------------_,,.'------I 

30.00 +--------:11----aF-------l 

29.50 +----7'--------------1 

29.00 +----1S.-----------------l 

28.50 +--------------------1 

28.00 +----�---�----�------1 
201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 

Executive 
Budget 

E xe c u  1ve u 1ae f B d t C  om par1 so n  t B 0 ase L eve 
General Fund Other Funds Total 

201 9-21 Executive Budget $0 $8,978,343 $8,978,343 
201 9-21 Base Level 0 8,409,91 2  8,409,91 2 
Increase (Decrease) $0 $568,431 $568,431 

Attached as an appendix is a detailed comparison of the executive budget to the agency's base level appropriations. 

Exe c u tive Bu d get Highligh ts 

1 .  Adds funding for state employee salary and benefit increases, of 
which $287,206 is for salary increases, $1 1 7,1 55 is for health 
insurance increases, and $37,072 is for retirement contribution 
increases 

2. Adds 1 FTE cybersecurity/money transmitter examiner 
($1 94,559) and related operating expenses ($60,000) 

3. Increases funding for credit union examiner 

4. Reduces operating expenses 

5. Adds one-time funding for website redesign 

General Fund 
$0 

$0 

$0 
$0 
$0 

Other Funds 
$441 ,433 

$254,559 

$39,1 36 
($294,1 60) 

$451 ,305 

Total 
$441 ,433 

$254,559 

$39,1 36 
($294,1 60) 

$451 ,305 

January 8, 201 9 



O ther Se c tio ns Re commend ed to be A d d ed i n  the Exe c u tive Bu d get 
(A s Detailed i n  the A tta c hed A ppend ix) 

Line item transfers - Section 3 would authorize the Department of Financial Institutions to transfer up to 10 percent of the 
agency's total appropriation between line items during the 2019-21 biennium. 

Additional income - Section 4 would appropriate any additional income from federal or other funds that may become available 
to the Department of Financial Institutions during the 2019-21 biennium. 

Exemption - Website redesign project - Section 5 would provide that the total appropriation for the agency's 2017-19 operating 
expenses line item is exempt from North Dakota Century Code Section 54-44.1-11 and is continued into the 2019-21 biennium, 
for the continued development of the website redesign and information technology project. 

Co nti nu i ng A ppro pr i atio ns 
No continuing appropriations for this agency. 

Def i c ien cy A ppro pr i atio n 
There are no deficiency appropriations for this agency. 

S ig nif i c ant Au d i t  F i nd i ng s  
There are no significant audit findings for this agency. 

M ajor Rel ated Leg i sl atio n 
Senate Bi l l  No. 2093 - Amends various sections of Title 6 and Title 13, to change the requirement of capital and liquid assets, 
increases the surety bond requirement from $25,000 to $50,000, and increases the renewal fee for a licensee under 
Chapter 13-09, from $450 to $500 or one-fourth of 1 percent of the money transmission dollar volume in North Dakota in a 
12-month period. This bill also repeals various chapters under Title 13. 
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Department of F inancia l  I nstitutions - Budget No.  413 
House B i l l  No.  1008 
Base Level Fund ing  Changes 

201 9-21 Biennium Base Level 

201 9-21 Ongoing Funding Changes 
Base payroll changes 
Salary increase 
Health insurance increase 
Retirement contribution increase 
Adds 1 FTE cybersecurity/money transmitter examiner 
Increases funding for credit union examiner 
Reduces operating expenses 
Total ongoing funding changes 

One-time funding items 
Adds funding for website redesign 
Total one-time funding changes 

Total Changes to Base Level Funding 

201 9-21 Total Funding 

FTE 
Position 

30.00 

1.00 

1.00 

0.00 

1.00 

31.00 

Executive Budget Recommendation 

General 
Fund 

$0 

$0 

$0 

$0 

$0 

Other 
Funds 
$8,409,912 

($323,842) 
287,206 
117,155 

37,072 
254,559 

39,136 
(294,160) 
$117,126 

$451,305 
$451,305 

$568,431 

$8,978,343 

Total 
$8,409,912 

($323,842) 
287,206 
117,155 

37,072 
254,559 

39,136 
(294,160) 
$117,126 

$451,305 
$451,305 

$568,431 

$8,978,343 

Other Sections for Department of Financial Institutions - Budget No. 41 3 

Line item transfers 

Appropriation - Additonal federal funds or other funds 

Exemption - Website redesign project 

Executive Budget Recommendation 
Section 3 would authorize the Department of Financial Institutions to 
transfer up to 10 percent of the total appropriation between line items 
during the 2019-21 biennium. 

Section 4 would appropriate any additional income from federal or other 
funds that may become available to the Department of Financial 
Institutions during the 2019-21 biennium. 
Section 5 would provide that the total appropriation for the agency's 
2017-19 biennium operating expenses line item is exempt from North 
Dakota Century Code Section 54-44.1-11 and is continued into the 
2019-21 biennium, for the continued development of the website 
redesi,gn and information technology project. 



Prepared by the Legislative Counci l  staff 

Department 413 - Depar tment of F i na n c ial I ns ti tu tio ns 

H istorical Appropriations Information 

O ngo i ng O ther Fu nd s A ppropr ia tio ns S i n ce 2011-13 

Agency Funding (in M i l l ions) FTE Positions 
$1 0.00 �-------------�$8�.5-3� 

$9.00 +--------____z.=--��------i 
$8.00 +----�--­ 31 .00 

� $7.00 
$6.00 
$5.00 
$4.00 
$3.00 
$2.00 
$1 .00 
$0.00 

32.00 
31 .50 
31 .00 
30.50 
30.00 
29.50 
29.00 
28.50 
28.00 

3�0 3� 
� -

29.00 29:fil!.,"' -- -
201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 

Executive 
Budget 

201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 
Executive 

Budget 

201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 
Ongoing other funds appropriations $6,836 ,31 8 $7,580,21 7 $8,389,442 $8,409,91 2 
Increase (decrease) from previous biennium NIA $743,899 $809,225 $20,470 

Percentage increase (decrease) from N/A 1 0 .9% 1 0 .7% 0.2% 
previous biennium 

Cumulative percentage increase (decrease) NIA 1 0 .9% 22.7% 23.0% 
from 201 1 -1 3  bienn ium 

Major I n c rea ses (De c rea ses) in Other Fu nd s A ppro pr ia tio ns 
201 3-1 5 Biennium 

1 .  Added contingency funding for costs related to switching to a national mortgage l icensing system 

201 5-1 7 Biennium 

1 .  Added funding for 1 FTE credit un ion examiner position and related operating eipenses 

2 .  Added funding for operating expenses 

3 .  Reduced contingency funding 

201 7-1 9 Biennium 

1 .  Reduced funding for salaries and wages in anticipation of savings from vacant positions and 
employee turnover 

2. Reduced contingency funding to provide $20 ,000 

201 9-21 Biennium (Executive Budget Recommendation) 

1 .  Adds 1 FTE cybersecurity/money transmitter examiner ($1 94,559) and related operating expenses 
($60,000) 

2. I ncreases funding for cred it union examiner 

3 .  Reduces operating expenses 

201 9-21 
Executive 

Bud et 
$8 ,527,038 

$1 1 7, 1 26 

1 .4% 

24.7% 

$1 36,000 

$2 1 8 ,089 

$1 1 6,207 

($79,000) 

($1 85, 1 96) 

($57 ,000) 

$254,559 

$39, 1 36 

($294 , 1 60) 

January 8, 201 9  



GOVERNOR'S RECOMMENDATION FOR THE 

DEPT. OF F INANCIAL INSTITUTIONS AS SUBMITTED 

BY THE OFF ICE OF MANAGEMENT AND BUDGET 

SECTION 1. APPROPRIATION. The funds provided in th is section, or so much of the funds as may 
be necessary, are appropriated from special funds derived from other income, to the department of 
financial institutions for the purpose of defraying the expenses of the department of financial institutions, 
for the biennium beg inning July 1, 2019, and ending June 30, 2021 as follows: 

Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

Base Level 
$6,813,840 
1,576,072 

20,000 
$8,409,912 

30.00 

Adjustments or 
Enhancements 

$351,286 
217,145 

Q 
$568,431 

1.00 

Appropriation 
$7,165,126 
1,793,217 

20,000 
$8,978,343 

31.00 

SECTION 2. ONE-TIME FUNDING. - The following amounts reflect the one-time funding items 
approved by the sixty-fifth leg islative assembly for the 2017-19 biennium: 

One-Time Funding Description 
IT Project 
Total other fund 

2017-19 
$ 0 
$ 0 

2019-21 
$451,305 
$451,305 

The 2019-21 one-time funding amounts are not a part of the entity's base budget for the 2021-23 
biennium. The department of financial institutions shall report to the appropriations committees of the 
sixty-seventh leg islative assembly on the use of th is one-time funding for the biennium beginning July 
1, 2019, and ending June 30, 2021. 

SECTION 3. LINE ITEM TRANSFERS. Notwithstanding section 54-16-04, the department of 
financial institutions may transfer between line items with in section 1 of this Act up to ten percent of the 
total appropriation contained in section 1 during the biennium beginning July 1, 2019, and ending June 30, 
2021. The department of financial institutions shall notify the office of management and budget and the 
leg islative council of any transfer made pursuant to th is section 

SECTION 4. APPROPRIATION - In addition to the amounts appropriated to the department of 
financial institutions in section 1 of this Act, there is appropriated any additional income from federal or 
other funds which may become available to the agency for the biennium beginning July 1, 2019, and 
ending June 30, 2021. 

SECTION 5. EXEMPTION. The amount appropriated for the operating expenses, is not subject to 
the provisions of section 54-44.1-11. Any unexpended funds from this appropriation line are available for 
continued development of the website redesign and informational technology project during the biennium 
beg inning July 1, 2019, and ending June 30, 2021. 

Governor's recommendation as submitted by the Office of Management and Budget 
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DATE:  

TO : 

FROM : 

SUBJ ECT: 

MEMORANDUM 

January 8 ,  20 1 9 

Government Operat ions Div is ion -
House Appropriat ions Com mittee 

L ise Kruse , Commiss ioner 

Testimony i n  Support of Eng rossed HB 1 008 

Cha i rman Vigesaa and members of the Government Operat ions 
Div is ion Com mittee, thank you for the opportun ity to provide testimony 
regard i ng the Department of F inancia l  I nst itut ions Appropriat ion 
request for the 20 1 9-202 1 b ienn i um ,  Engrossed HB 1 008 . 

DEPARTMENT SUPERVISORY AUTHORITY 
The Department of F inancia l  I nst itut ions supervises state­

chartered ban ks ,  cred it un ions ,  trust com pa n ies ,  and other fi nancia l  
corporat ions wh ich i ncludes:  co l lection  agencies ,  money brokers ,  
deferred presentment service providers ( payday lenders) ,  money 
transmitters , mortgage loan orig i nators and debt sett lement service 
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H B  I wi 
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prov iders .  The Department a lso has examinat ion respons i b i l it ies for 
the Ban k  of North Dakota . 

The Department is a specia l  fund ,  se lf-supporting agency, 
rece ivi ng no genera l  fund do l la rs .  The Department 's budget cons ists 
of th ree cost centers :  ( 1 ) ban ks and trust compan ies , (2 ) cred it u n ions ,  
and (3 )  consumer l icensees . Banks ,  trust compan ies,  and  cred it 
un ions pay annua l  assessments that cover a l l  d i rect exam i nat ion  costs 
and a l located overhead for the respect ive cost centers .  The State 
Banki ng  Board and State Cred it U n ion  Board are g iven the authority to 
set the assessment formu la  to cover the examinat ion and a l located 
overhead costs for the respect ive i ndustry .  I n  add it i on ,  trust 
com pan ies pay examination fees for the i r  safety and soundness 
exam inat ions ;  by statute the com miss ioner sets the exami nat ion  fee at 
an amount sufficient to recover a l l  costs i ncl ud ing salaries and benefits , 
and travel costs (m i leage ,  mea ls  a nd hotel expenses) .  Consumer 
l i censees pay fees for process i ng and supervisory respons i b i l it ies 
re lated to the consumer cost center: i nvest igat ion fees u pon i n it ia l  
l i cens ing ,  annua l  l i cense fees ,  and examinat ion fees when an 
exam inat ion is  performed . Aga i n ,  the exam inat ion fee is  set by the 
commiss ioner at an amount suffic ient to recover a l l  costs i ncl ud i ng 
sa lar ies and benefits , and travel costs . 

Department Purpose 
The Department d i rectly serves our  ban ks ,  cred it un ions and 

non-depository fi nancia l  inst itut ions .  I nd i rect ly , every cit izen of North 
Dakota is impacted as they can be confident i n  the fi nanc ia l  serv ices 
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to wh ich they have access . The Department's pu rpose is to ensure 
the safety and soundness of the institut ions we regu l ate, wh ich then 
resu lts in fi nancia l  services be ing ava i l ab le to the North Dakota cit izen .  

A commun ity bank and  cred it un ion are centra l to  economic 
deve lopment .  S ince our  i nst i tut ions are closely con nected to thei r loca l  
markets , they are d i rectly affected when the economy weakens ,  and 
th roughout North Dakota , the agricu ltu ra l  economy has a la rge impact .  
With pressu res in the com mod ity markets , an  i ncreas i ng number of 
ban k  and cred it un ion customers may experience d ifficu lt ies repayi ng 
the i r  loans, and the i nstitut ion  ends up with bad loans or loan losses . 
When an i nstitution has a la rge  vo l ume of prob lem assets , and is then 
categorized as a troub led i nst itution , our Department must exert more 
resou rces to ensure the i nst i tut ion is restored to a hea lthy cond it ion . 
Key to our miss ion is that we ident ify and fi nd ways to remed iate 
prob lem i nstitutions .  Ou r object ive is to ensu re i nstitut ions are 
fi nancia l ly strong and i n  comp l iance with app l i cab le laws and 
regu lat ions .  Prob lem i nst itut ions often have taken on too much risk 
and then must t ighten standards to retu rn to a satisfactory cond it ion .  
Strong institut ions can take targeted risks that can he lp  thei r 
commun it ies . 

State-Chartered Banks 
Current ly , there are 68 state-chartered ban ks ,  p lus the Bank of 

North Dakota . The number of banks has rema ined re lat ively stab le 
over the past severa l years a lthough we conti n ue to see merger and 
conso l idat ion act ivity ,  with another th ree anticipated in  20 1 9 . Wh i le  the 
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tota l number of banks has decl i ned and is  expected to further decl i ne ,  
tota l assets conti n ue to grow. 

30 

25 

20 

-v,. 15 

10 

5 

81 

North Dakota State-Chartered Banks 
Volume and Charter Trends 

75 

12/31/2008 12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 9/30/7.0JB 

- Total Loans - Total Assets -e-# Banks 

Assets i ncreased 1 5% from $2 1 b i l l ion  on  December 3 1 , 20 1 6 , to $24 
b i l l ion on September 3 1 , 20 1 8 . The conti n ued asset g rowth increases 
the Department 's respons ib i l it ies and t ime needed to conduct 
exam inations .  A majority of exam inat ion  t ime is spent on loan review,  
and tota l loan vo l ume grew from $ 1 6  b i l l io n  on  December 3 1 , 20 1 6 , to 
$ 1 9 b i l l ion on December 3 1 , 20 1 8 . Com mercia l  loans are becoming 
more complex ,  wh ich requ i res experienced exam iner review. 
Cybersecurity is  a s ign ificant concern and therefore more time is  
ded icated to i nformation techno logy review du ring our safety and 
soundness exam inat ions. The graphs below i l l ustrate how specia lty 
exam inat ions of trust, i nformat ion techno logy and bank secrecy act 
review are requ i ri ng an i ncreas i ng amount of t ime .  
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Examination Hours by Examination Type • 2014 

• S&S 

• BSA 

IT 

• Trust 

ft-It '1 tt B 1 008 
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Examination Hours by Examination Type - 2017 

• S&S 

• BSA 

IT 

• Trust 

The Department has 1 6  fie ld  bank  examiners conduct ing 
exam inat ions throughout the State of North Dakota , and 3 fie ld  office 
locat ions :  Grand Forks , Fargo ,  and  B ismarck. 

The Department's ban ki ng d iv is ion has mainta ined accred itat ion 
th rough the Conference of State Bank Supervisors (CSBS) s i nce 1 992 , 
s ign ify ing that our  Department meets comprehensive organ izationa l  
and performance standards .  Our  review resu lts have been exce l lent 
for a department our size . I mportant considerat ions a re whether 
federa l  regu lators accept our work product ,  our  ab i l ity to examine for 
i nformat ion technology, ou r  ab i l ity to recogn ize and mon itor for 
weaknesses, and the turnaround t ime for examinat ions .  

State-Chartered Cred it Un ions 
Current ly ,  there are 20 state-chartered cred it un ions ;  down from 

the 2 1  shown i n  the graph be low due  to a merger i n  the last q uarter of 
20 1 8 . Cred it u n ions a lso cont i n ue to show asset growth , with tota l 
assets i ncreas i ng 1 0% from $3 b i l l i on  as of December 3 1 , 20 1 6 , to $3 .4 
bi l l i on  as of September 30 , 20 1 8 . 
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North Dakota State-Chartered Credit Unions 
Volume and Charter Trends 

12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 9/30/'ll)JB 

- Total Loans - Total Assets .... # Credit Unions 

Again ,  asset growth trans lates i nto i ncreased loan vo l ume from 
$2 . 2  b i l l ion on December 3 1 , 20 1 6 , to $2 . 5  b i l l ion  as of September 30 , 
20 1 8 ( 1 0 .8%) ,  wh ich puts t ime constra i nts on  our  cred it un ion 
exam iners. The credit  u n ion d iv is ion has th ree exam iners and a 
Supervis ing Exam iner to conduct the examinat ions of state-chartered 
cred it un ions .  

Our  Cred it Un ion Divis ion has been accred ited by the Nationa l  
Associat ion of State Cred it Un ion Supervisors s i nce 2000 . 

State-Chartered Trust Compan ies and Bank Trust Departments 
There are fou r  state-chartered i ndependent trust companies for 

wh ich the Department has overs ight respons i b i l ity ; we a lso have 1 1  
ban ks which exercise trust powers . The i ndependent trust company 
exam inat ions are conducted by bank  examiners who have acqu i red 
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specia l ized trust examinat ion tra i n i ng .  The tota l com bined fid ucia ry 
assets as of September 30,  20 1 8 , of the fou r  i ndependent trust 
compan ies is $70 b i l l i on ,  wh ich com pares to $54 b i l l ion  as of 
December 3 1 , 20 1 6 ; th is represents a 29% increase . The banks with 
trust powers had comb ined fiducia ry assets of $6 . 5  b i l l ion as of 
December 3 1 , 2 1 07 , wh ich is s im i la r  to the December 3 1 , 20 1 6 , leve l .  

--- ---- --------- ---- ----
Tota l Fiduciary Assets - ND State-Chartered Entities 

($ Billions) 

80 --,------------------------

70 ;-------------------------.,....,-----

60 +-------------------

40 +-----------

30 +-----

20 

10 

2010 2011 2012 2013 2014 2015 2016 2017 2018 

Prior Years Ending 12/31 and 9/30/2018 

Iii Banks (11 )  • Trust Companies (4 since 9/2013) 

Consumer L icenses 
As of Janua ry 2, 20 1 9 , the consumer d iv is ion has active l icenses 

tota l ing a comb ined 4 , 733 entit ies i ncl ud ing  co l lect ion agencies , money 
brokers ,  mortgage loan orig inators ,  deferred presentment serv ice 
providers ( payday lenders) ,  money transm itters , and debt-sett lement 
service prov iders .  The breakdown of the l i censes is as fo l lows : 
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North Dakota Department of F inancia l Institutions 
Licensed Non-Depository Entities Trends (by Year) 
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556 

435 

11 

33 

2 

12/31/2018 

• Debt Settlement Providers Payday Lenders i.i Money Transmitters Money Brokers Co l lection Agencies 

Not i ncl uded i n  the g raph above are the 3 , 593 l i censed mortgage loan 
orig i nators ,  for wh ich we are respons i b le to track pre- l icens ing and 
conti nu i ng education requ i rements .  

Our  consumer d iv is ion has 4 employees whom conducts 
exam inat ions of the various entit ies we l i cense, and a lso engages i n  a 
number of i nvest igat ions based on i nformat ion received by way of 
compla i nts and commun ication with other states . I n  20 1 5 , the 
Department received a cert ificate of accred itat ion from 
the CSBS/AARM R (American  Associat ion of Resident ia l Mortgage 
Regu lators)  Mortgage Accred itat ion Prog ram .  
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BUDGET OVERVIEW 
I n  comp l iance with Sect ion 4 of 201 7 SB 2008 ,  a study of the 

feas ib i l ity and des i rab i l ity of comb i n i ng the Department of F inancia l  
I nst itut ions and the Secu rit ies Department i nto a s i ng le Cab inet 
Agency was conducted . The study concluded that no  effic iencies 
wou ld be ga ined ,  and the Governor recommended that the 
departments do not merge.  The I nterim Government Adm i n istrat ion 
Com mittee voted to concu r with the Governor' s  recommendat ion of no 
merger. A copy of the Governor's  recommendat ion i s  attached . 

There were no fi nanc ia l  aud it fi nd i ngs i n  the most recent aud it of 
our  Department and the Department does not receive federa l  fund ing . 

The largest component of the Department's budget i s  salaries at 
84% of the cu rrent tota l budget .  Our  largest operat i ng  expenses are 
as fo l lows : 

1 .  Travel-32 . 1  % of operat ing 
1 1 .  Data Processi ng - 1 9 . 0% of operati ng  

1 1 1 .  Renta l/Lease-Bldg- 1 6 . 3% of operati ng  
Iv . Professiona l  Development- 1 5 .6% of operat ing 

The Department has h i gh  trave l expenses s i nce exam iners must 
travel to the i nstitut ions to conduct exam inations .  With the i ncreasing 
use of techno logy, we are ab le to  complete more offsite work; however, 
an onsite presence in the commun ity i nstitut ion  wi l l  a lways be an 
important part of our safety and soundness exam inations .  Travel is 
a lso affected by tra i n i ng out of state . The work of an examiner is 
specia l ized and therefore much of the tra i n i ng is conducted out of state 
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a long with our  federa l  counterparts , wh ich keeps our  examiners up  to 
date on the most recent laws and regu lat ions .  Provid i ng this specific 
tra i n i ng to exam iners is cruc ia l  to rema i n  competent and consistent 
with our federa l  counterparts , wh ich a lso benefits ou r  i nst itut ions.  I t  is  
our  priority to conti nue to h i re wel l -qua l ified emp loyees and i nvest 
s ig n ificant t ime and fi nanc ia l  resources i nto the i r  tra i n ing and 
development to ensure the enti re workforce has the necessary 
experience and qua l ificat ions to effective ly  perform the i r  duties .  Also , 
regu latory ,  accounti ng ,  and lega l  changes requ i re constant tra i n i ng ,  
especia l ly i n  areas such as  ant i-money launderi ng enforcement and 
i nformat ion technology issues such as cybersecurity . 

Line Item Base Level Proposed Governor's I ncrease 

90% Recommendation (Decrease) 

budget from Base 

request Level 

Salaries $6,813,840 $6, 327, 009 $7,165,126 $351,286 

Operating $1,576,072 $1 , 22 1 , 9 1 2  $1,793,217 $217,145 

Contingency $20,000 $20, 000 $20,000 $0 

Total $8,409,912 $7, 568, 92 1 $8,978,343 $568,431 

FTE 30.00 29. 00 31.00 1.00 

*Operating $1,576,072 $1,341,912 ($234,160) 

adjusted for 

one-time IT 

project 

*The $451,305 adjustment for IT will be funded by current biennium's revenue. 

To meet the Governor's 90% budget request , the Department 
proposed that the majority of reduct ions wou ld  come from sa la ries ,  
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trave l ,  and profess iona l  deve lopmenUtra i n i ng .  With a sma l l  
department and  84% of our  budget i n  sa laries, the requested reduction 
of one FTE and tak ing advantage of tu rnover by not fi l l i ng  posit ions 
immed iately ,  would help meet the requested reduct ion .  S i nce over 
30% of ou r operating expenses perta ins  to trave l ,  th is  i s  another area 
where we are looking for red uct ions .  Most of the travel is re l ated to the 
exam inations of our banks and  cred it u n ions .  We do as much 
exam i nation work as possi b le  i n  the office , reduci ng cost ; however, due 
to the natu re of bank/cred it u n ion  activit ies , travel wi l l  a lways be a 
necess ity for our Department to meet its mandates . There is  flexib i l ity 
for the Department to reduce our  presence at cred it  un ion  
exam i nat ions and rather have the Nationa l  Cred it Un ion Association 
conduct examinat ions separate ly .  However, our presence at every 
exam ination is strong ly des i red by the i ndustry so that decis ions can 
be made at the loca l  leve l . For banks and cred it un ions ,  the travel 
i ncreases if there is economic/ i ndustry deter iorat ion , and therefore , 
red uct ion to travel is dependent on  the economy and the cond it ion of 
the i nstitutions we supervise .  I f  the economy deteriorates , and  if any 
of our institut ions strugg le as a resu l t ,  our examinat ion frequency 
i ncreases and travel costs wi l l  a lso i ncrease. The fi na l  area where we 
are consideri ng reduction  i s  to reduce tra i n i ng and profess iona l  
development costs . S ince the work of an  examiner is  specia l ized , 
s ig n ificant tra i n i ng is necessary the fi rst five years of an  exam iner's 
emp loyment. Although we use on l i ne  tra i n i ng too ls ,  much of the 
tra i n i ng for exam iners is done in a classroom sett ing where s imu lations 
a re ut i l ized , making reduct ions to trave l and profess iona l  development 
cha l leng ing . Therefore, professiona l  development cost reduct ions 
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must be found by reducing conti nu i ng educat ion for sen ior exam iners ,  
wh ich must be  ba lanced with the necess ity of ma i nta i n i ng wel l ­
equ i pped staff. 

The most recent FTE added to the Department was a cred it 
un ion examiner authorized i n  20 1 5 . Th is add it ion received strong 
support from the industry. The Governor's  budget recommendat ion 
restores the FTE pos it ion for a cred it un ion exam iner ,  and  an addit iona l  
FTE is  requested for a money transm itter and cybersecurity expert .  
Cybersecurity is a heightened r isk to our  cit izens and fi nancia l  
i nst itut ions .  Strict standards are in p lace and is  requ i red for fi nancia l  
i nst itut ions to  keep customer i nformat ion safe . Safeguard ing customer 
i nformat ion is at the center of our i nformat ion techno logy exam inat ions ,  
and it is  important that the Department has tra i ned exam iners to 
assess and address these r isks. L i kewise, the number of consumer 
l i censees conti n ue to rise and put a stra i n  on our staff. As a resu lt ,  the 
Department has been cha l lenged to provide adequate overs ight over 
money transmitters . Money transmitters are com pan ies that sel l  or 
issue payment instruments , stored va lue ,  o r  receive money or 
monetary va l ue for transmiss ion to a location  with i n  or outside the 
U n ited States . These bus inesses inc lude long t ime compan ies 
conduct ing trad it iona l  money transfers but a lso newer compan ies 
emp loyi ng newer technolog ies,  for examp le transfers us ing wal let 
app l icat ions i nstal led on smart phones.  Most l i censees do not 
phys ica l ly reside i n  North Dakota and operate i n  mu lt ip le states. Th is 
requ i res the Department to part ic i pate in coord i nated mu lti-state 
examinat ions to ensure that North Dakota laws are enforced and that 
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North Dakota cit izens are protected .  The specia l i zed natu re and  
potent ia l  r isks emanat ing from th is  i ndustry req u i re wel l -tra i ned 
exam iners .  Th is i ndustry has grown from 88 l icenses i n  20 1 6  to 1 1 4 
at the end of 20 1 8 , with comb ined transfers now tota l i ng $9 .4  b i l l i on  
annua l ly .  Another FTE wou ld a l l ow add it iona l  resources for t he  
Department to exam ine and  enhance our  overs ight for th is i ndustry as  
wel l  as i ncrease our  focus on cybersecurity . 

The FTE breakdown between d iv is ions is shown i n  the fo l lowing  
charts. As a comparison point ,  the FTE trends of banks and  cred it 
un ions are a lso i nc luded .  This demonstrates that even though the 
fi nanc ia l  services i ndustry is imp lementi ng continua l  techno log ica l  
advances, there remains a need for ban ks and cred it u n ions to emp loy 
add it iona l  peop le to provide services . Th is  trend is sim i la r  for the 
regu latory process . More technology does not e l im i nate the need for 
exam iners but requ i res more specia l ized exam iners and tra i n i ng .  
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I n  add ition to the sa lary i ncrease for the restored FTE and 
add it iona l  FTE ,  the operat i ng  l i ne item was a lso i ncreased from the  
90% request by $ 1 20 , 000 for these FTEs.  

Sect ion 2 of the Governor's  recommendat ion is  another i ncrease 
i ncl uded i n  the operat i ng  l i ne  item of one-time fund i ng  of $45 1 , 305 to 
enhance our informat ion techno logy systems and  website . Prior to th is  
sess ion ,  the  Emergency Commiss ion and Budget Sect ion approved 
the transfer of $45 1 , 305 from the 201 7-20 1 9 b ienn i u m 's sa lary l i ne  
item to operati ng , and  due to th is approva l ,  th i s  amount is  funded from 
the cu rrent b ienn i um .  The request is therefore for the ab i l i ty to carry 
over th is amount to the next b ienn i um so that the project can be 
com pleted . The excess sa la ry was caused by u nexpected ret i rements 
early in the b ienn i um .  The i nformat ion techno logy project is necessary 
to replace the Department 's outdated records management software , 
wh ich was deve loped i n  200 1 /2002 and is  ut i l iz ing o ld database 
technology and an ant iquated user  i nterface wh ich can not be eas i ly  
updated g iven the customized natu re of the app l i cation . I mproving our  
website wi l l  enhance effic iencies for both the Department and the 
i ndustries we serve , as wel l  as provide for enhanced cybersecurity for 
cit izens and i nst itut ions a l i ke ,  as it wi l l  prov ide a secure portal for 
commun ication with the Department .  

Sect ion 3 of the Governor's  recommendat ion wou ld  a l low the 
Department to transfer between l i ne items up to 1 0% of the tota l 
appropriat ion du ri ng the b ien n i u m .  Th is  wi l l  p rovide s ign ificant 
flexi b i l ity and a l low us to be responsive to chang i ng ci rcumstances as 
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wel l  as g ivi ng us the abi l ity to operate i n  the most effic ient and effective 
manner. As mentioned above , our  Department recently went before 
the Emergency Commission with a request . If the economy 
deteriorates and travel costs i ncrease re lated to exam i nat ions ,  it wi l l  be 
d ifficu lt to meet ou r requested reduct ion u n less we can transfer from 
sa laries if ab le .  I t  should be noted that th is  transfer authority has 
previously been authorized for the leg is lat ive and j ud ic ia l  branches and 
without any l im itat ion . 

Sect ion 4 wou ld a l low us to accept and use any other add it iona l  
i ncome; federa l  or other funds. 

Sect ion 5 wou ld a l low the amount a l located for the Department's 
i nformat ion technology project to carry over to the 201 9-202 1 bienn i um  
s ince it i s  h ig h ly un l i kely that the project wi l l  be  comp lete by June 30 ,  
20 1 9 . However, the amount wou ld  not extend to the 202 1 -2023 
b ienn i um .  

Mr. Cha i rman and  members of the Committee , I thank you for 
you r  t ime and I welcome any quest ions you may have . 
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- State of ---------- -
N orth Dakota 
O ff i c e  o f  t h e  G o v e r n o r  

Doug Burgum 
Governor 

CONCLUS ION AN D RECO M M E N DATION  

Re invent ing  state government to c reate effic ienc ies  a nd  better serve N orth 

Dakotans  i s  a top pr iority for the B u rgum-Sanford adm i n i strat ion . S ign ifi ca nt 

progress has a l ready been made on th i s  pr ior ity i n it iat ive . Many re i nvent ion 

opportun it ies have been identifie d  a n d  a re p rogress i ng. Based u pon  the resu lts of 

the study, a merger of the Depa rtment of F i nanc i a l  I nst itut ions  a n d  the Secu r it ies 

Depa rtment wou l d  not resu lt i n  mea n ingfu l operat iona l o r  cost effi c iencies .  

Moreover, merg ing these agenc ies wou l d  ma rg i na l ize fu nct iona l regu l atory 

expert ise a nd core m iss ion execut ion  a nd  negative ly i mpact service to c it izens and  

bus i nesses i n  ou r  state. 

In s u pport ing  d ist i nct po l icy object ives a nd  a u n ique  co re m i ss i on, each  agency 

i mpacts a n d  p romotes consumer  a n d  i nvestor confidence and  p rotect ion ,  a ccess 

to cap ita l fo r sma l l  bus inesses, a n d  fi n anc i a l  hea lth and  v ib ra n cy of North Da kota 

fam i l ies, bus i nesses, and  comm u n it ies .  

G iven the d isti nct regu latory po l i cy objectives of  these agenc ies, the  l ack  of 

red undan cy in staffi ng a nd function ,  the  a bsence of mean i ngfu l cost red uct ion or  

operat ion a l  effic iency opportun it ies, a reven ue generat ing capa b i l ity that is  equa l  

to or  exceeds t he  cost of operat ions  and  a des i re to  avoid d i l uted regu latory 

expert ise a nd comp rom ised service, it i s  recom mended that the Depa rtment of 

F i na nc ia l I nst itut ions and  the Secur it ies Depa rtment do not mer  e .  

r 

Date 
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Sixty-sixth 
Leg is lative Assembly 
of North Dakota 

I ntroduced by 

Appropriations Committee 

(At the request of the Governor) 

HOUSE BILL NO. 1008 
(Governor's Recommendation) 

AH - A 

A b i l l  for a n  act to provide an appropriation for defraying the expenses of the department of fi nancial institutions .  

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1 .  APPROPRIATION.  The funds provided in th is sect ion , or so much of the funds as may be 
necessary , are appropriated from special funds derived from other i ncome , to the department of financial  
i nstitutions  for the purpose of defraying the expenses of the department of financia l  i nstitutions ,  for the bienn ium 
beg i nn i ng  Ju ly 1 ,  201 9 ,  and  end ing  June 30 ,  202 1  as  fol lows : 

Salaries and  wages 
Operating expenses 
Contingency 
Total special funds 
Fu l l-time equ ivalent positions 

Base Level 
$6 ,8 1 3 , 840 

1 , 576 , 072 
20,000 

$8 ,409 ,9 1 2  
30 .00 

Adjustments or 
E n hancements 

$35 1 ,286 
2 1 7 , 1 45 

0 
$568 ,43 1 

1 . 00 

Appropriat ion 
$7, 1 65 , 1 26 

1 , 793,2 1 7  
20,000 

$8 ,978 , 343 
3 1 .00 

SECTION 2. ONE-TIME FUNDING. - The fol lowing amounts reflect the one-time fund ing items 
approved by the sixty-fifth leg is lative assembly for the 201 7-1 9 b ienn i um :  

One-Time Fund ing Description  201 7-1 9 201 9-2 1 

IT Project 
Total other fund 

$ 0 
$ 0 

$45 1 ,305 
$45 1 , 305 

The 20 1 9-2 1 one-time fund ing  amounts are not a part of the entity's base budget for the 202 1 -23 
b ienn i um .  The department of financia l  institut ions shall report to the appropriations committees of the sixty­
seventh leg islative assembly on the use of th is one-time fund ing for the b ienn i um beg i nn ing Ju ly 1 ,  20 1 9 , 
and end ing  June 30,  202 1 . 

SECTION 3 .  LIN E  ITEM TRANSFERS. Notwithstand ing section 54-1 6-04 , the department of fi nancial 
i nstitutions may transfer between l ine items with in  section 1 of th is Act u p  to ten percent of the total appropriation 
conta ined in section 1 during the b ienn ium beg i nn ing Ju ly 1 ,  20 1 9 , and end ing  June 30, 202 1 . The department 
of financia l  i nstitut ions shal l  notify the office of management and budget and the leg is lative counci l  of any 
transfer made pursuant to th is section 

SECTION 4. APPROPRIATION - I n  add it ion to the amounts appropriated to the department of financia l  
i n stitutions  in section 1 of th is Act, there is  appropriated any add itional  i ncome from federa l  or other funds 
which may become avai lable to the agency for the b ienn ium beg inn i ng  J u ly 1 ,  201 9 ,  and end ing June 30 ,  
202 1 . 

SECTION 5. EXEMPTION . The amount appropriated for the operating  expenses, is not subject to the 
provis ions of section 54-44 . 1 -1 1 .  Any unexpended funds from th is appropriat ion l ine a re ava i lable for contin ued 
development of the website redesign and i nformational technology project du ring the b ienn ium beg i nn ing Ju ly 
1 ,  20 1 9 ,  and end ing June 30, 202 1 . 



41 3 Department of F inancial Institutions 
Bienn ium:  201 9-2021 

Description 

Salaries and Wages 
Salaries - Permanent 
Overt ime 
Fringe Benefits 

Total 

Salaries and Wages 
General Fund 
Federal Funds 
Special Funds 

Total 

Operating Expenses 
Travel 
Suppl ies - IT Software 
Supply/Material-P rofessional 
Food and Cloth ing 
B ldg ,  Ground , Maintenance 
M iscel laneous Suppl ies 
Office Suppl ies 
Postage 
Print ing 
IT Equ ip  Under $5 ,000 
Other  Equ ip  Under $5 ,000 
Office Equ ip  & Furn Suppl ies 
I nsurance 
Rentals/Leases - Bldg/Land 
Repairs 
IT - Data Processing 
IT  - Communications 
IT Contractual Srvcs and Rprs 
P rofessional Development 
Operating Fees and Services 
Fees - Professional Services 

Total 

Operating Expenses 
General Fund 
Federal Funds 
Special Funds 

1 9  

Expenditures 
201 5-201 7 
Bienn ium 

4,647 ,007 
6 ,879 

1 ,680 ,9 1 6 

6,334,802 

0 
0 

6 , 334 ,802 
6,334,802 

464, 806 
48 

7 ,096 
75 

2 ,936 
3, 526 

25 , 1 86 
3 , 1 54 
2 ,044 

323 
1 , 590 

50,734 
4 , 593 

245 ,9 1 0 
0 

286,463 
36 , 999 

0 
1 92 ,081  

59 ,365 
34 ,051  

1,420,980 

0 
0 

1 ,420,980 

ti .B / DOP 1 - �-- 1 1  
Retur ort Gu ide 1----------------------i 

Present Budget 
Budget Request 

201 7-201 9 Change 

4 ,9 1 0, 797 (355, 560) 
0 0 

1 , 903 ,043 ( 1 3 1 , 27 1 ) 

6,813,840 (486,831)  

0 0 
0 0 

6 ,8 1 3 ,840 (486 ,83 1 ) 
6,81 3,840 (486,831 ) 

543 ,700 ( 1 55 , 1 00) 
2 ,280 4 ,288 

1 3 , 590 (5 , 1 90) 
0 0 

2 ,400 (900) 
3 , 500 ( 1 , 560) 

1 8 , 300 (5 , 300) 
4 ,800 (2 , 800) 
6 ,800 (3 , 880) 

1 1 , 050 (2 , 1 50) 
3 ,000 (81 0) 
5 ,000 ( 1 ,655) 

1 1 , 794 ( 1 , 394) 
256, 1 00 (38 ,0 1 6) 

800 (800) 
269 , 958 (34 , 599) 

37,000 (2 , 952) 
0 0 

232 , 000 (69 ,672) 
94, 000 (31 ,670) 
60,000 0 

1,576,072 (354,160) 

0 0 
0 0 

1 , 576,072 (354 , 1 60) 

Date: 1 1 /30/20 1 8  

Time: 1 3 :28 : 1 8  

Requested Budget Optional 
201 9-2021 Budget 
Bienn ium Request 

4, 555 ,237 274 , 1 1 6  
0 0 

1 , 77 1 , 772 1 22 , 568 
6,327,009 396,684 

0 0 
0 0 

6 ,327,009 396 ,684 
6,327,009 396,684 

388,600 3 1 2 , 800 
6 , 568 5 ,251  
8 ,400 4 , 580 

0 0 
1 , 500 0 
1 , 940 1 36 

1 3 , 000 6 , 500 
2 , 000 1 27 
2 ,920 200 
8 ,900 6 1 5 
2 , 1 90 1 5 1 
3 , 345 3,229 

1 0 ,400 0 
2 1 8 , 084 0 

0 0 
235, 359 22 ,291  

34, 048 23,448 
0 451 , 305 

1 62 , 328 1 20 ,451  
62, 330 37,200 
60, 000 4 , 1 39 

1,221,912 992,423 

0 0 
0 0 

1 ,221 , 9 1 2 992 ,423 
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DATE : 

TO : 

FROM :  

MEMORAN DUM 

January 9 ,  20 1 9  

Government Operat ions Divis ion -
House Appropriat ions Committee 

L ise Kruse , Commiss ioner 
Department of F i nanc ia l  I nstitutions 

SUBJ ECT: Fo l low-up to Test imony in Support of Eng rossed HB 1 008 

Cha i rman Vigesaa and members of the Government Operat ions 
Divis ion Committee, below is the add it iona l  i nformat ion requested . 

There are 85 banks with b ranches i n  North Dakota . The nat iona l  
charters are regu lated by the Office of the Comptro l ler  of the Currency 
(OCC) .  The breakout is as fo l l ows : 

Banks 6/30/2015 6/30/2016 6/30/2017 

ND State-Cha rtered Banks 70 69 68 

N D  N at iona l -Cha rtered Banks 7 7 7 

N D  N at iona l-Cha rtered Savi ngs Ban ks 2 2 2 

Out-of-State State-Cha rtered Banks 4 5 5 

Out-of-State Nat iona l -Cha rte red Ba n ks 5 4 4 

Total 88 87 86 

\ 

6/30/2018 

68 

5 

2 

6 

4 

85 
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Banks - Number of Branches 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

N D  State-Cha rtered Banks 258 257 261 

ND N at iona l-Ch a rte red Ban ks 39 38 36 

ND N at iona l-Cha rte red Savi ngs Ba n ks 35 37 37  

Out-of-State State-Cha rtered Banks 19 20 20 

Out-of-State Nat iona l -Ch a rte red Banks 78 77 74 

Total 429 429 428 

There are 38 cred it u n ions with branches in North Dakota . The nationa l  
charters are regu lated by the Nat iona l  Cred it Un ion Admin istrat ion (NCUA). 
The breakout is as fo l l ows : 

265 

32 

37 

21 

72 

427 

Cred it Un ions 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

N D  State-Ch a rtered Credit U n ions  2 1  21  21  2 1  

N D  N at iona l -Ch a rte red Cred it U n ions  17 16 15 14 

Out-of-State State-Cha rtered C red it U n ions  2 2 2 3 

Tota l 40 39 38 38 

Credit Un ions - Number of Branches 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

N D  State-Cha rtered Credit U n ions  93 94 96 

N D  N at io n a l-Cha rte red Cred it U n ions  25 24 18 

Out-of-State State-Cha rtered Cred it U n ions  1 1 1 

Tota l 119 119 115 

Below are the assessment formu las for our banks and cred it un ions .  
As stated i n  my testimony,  these are set by the State Banki ng Board and 
State Cred it Un ion Board .  The assessment is based on the institut ion 's asset 
s ize ,  wh ich is consistent with the assessment ca lcu lat ions of our federal 
counterparts. I f  the assessment ca lcu lat ion is in excess of appropriated 
expenses,  the banks and cred it un ions receive a rebate . 

103 

17 

1 

121 
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Bank Size Assessment 

Assets no more than $5 m i l l i on  $750 p l u s  (0 .0001 x Assets) 

Assets ove r $5 m i l l i on  and no more tha n $ 10 m i l l i o n  $ 1, 250 p l u s  (0 .00016 x Assets ove r $5  m i l l i on )  

Assets ove r $10 m i l l ion  and  no more tha n $15  m i l l i on  $2,200 p lus  (0 .0002 15 x Assets ove r $ 10 m i l l i on )  

Assets ove r $15 m i l l i on  and  no more tha n $50  m i l l io n  $3,400 p l u s  (0 .00022 x Assets over $ 15 m i l l i on )  

Assets ove r $50 m i l l i on  a nd no more tha n $90  m i l l io n  $ 11, 150 p l u s  (0 .000195 x Assets ove r $50 m i l l ion )  

Assets ove r $90  m i l l ion  $ 18,950 p l u s  (0 .000125 x Assets over $90 m i l l i on )  

Credit Un ion Size Assessment 
Assets no more than $20 m i l l i o n  $0.00 p lus  ( . 268 per $ 1,000 i n  excess of $0.00) 

Assets over $20 m i l l ion  and no more than $45 m i l l ion  $5 .360 p lus  ( . 264 per $ 1,000 i n  excess of $20 m i l l i o n )  

Assets over $45  m i l l i on  and  no more than  $ 100 m i l l i on  $ 11,960 p l us  ( . 252  per $ 1,000 i n  excess of  $45 m i l l i on )  

Assets over $ 100 m i l l ion  and  no  more than  $250 m i l l io n  $25,820 p l u s  ( . 240 pe r  $ 1,000 i n  excess o f  $100 m i l l i on )  

Assets over $250  m i l l i on  $61 ,820 p lus  ( . 234 per $ 1,000 i n  excess of $250 m i l l i o n )  

Please let me know if I can provide fu rther i nformation ,  and I welcome 

any add it iona l  q uest ions you may have . 

.3 



�' d- 0 1 9 f/8 /0 0 � 

Department of Financial Institutions - Budget No. 413 
House Bill No. 1008 
Base Lev el Funding Changes 

201 9 -21  Bien n ium Base Level 

201 9-21 Ongoing Funding Changes 
Base payro l l  changes 
Salary i ncrease 
Health insurance increase 
Retirement contribution i ncrease 
Adds 1 FTE cybersecurity/money transmitter examiner 
I ncreases funding for cred it union examiner 
Reduces operati ng expenses 
Total ongoing funding changes 

One-time funding items 
Adds funding for website redesign 
Total one-time funding changes 

Total Changes to Base Level Fund ing 

201 9-21 Tota l Funding 

FTE 
Position 

30.00 

1 . 00 

1 . 00 

0 .00 

1 . 00 

3 1 .00 

Executive Budget Recom mendation 

General  
Fund 

$0 

$0 

$0 

$0 

$0 

Other 
Funds 
$8,409 , 9 1 2  

($323, 842) 
287, 206 
1 1 7 , 1 55 
37, 072 

254 ,559 
39, 1 36 

(294,1 60) 
$ 1 1 7 , 1 26 

$451 305 
$451 , 305 

$568 ,431  

$8 ,978 ,343 

Total 
$8,409 ,9 1 2 

($323, 842) 
287,206 
1 1 7 , 1 55 
37,072 

254, 559 
39, 1 36 

(294,1 60) 
$ 1 1 7 , 1 26 

$451 305 
$45 1 , 305 

$568 ,431 

$8 ,978 ,343 

Other Sections for Department of F inancia l  I nstitutions - Budget No. 4 13  

L i ne  item transfers 

Appropriation - Additonal federal funds or other funds 

Exemption - Website redesign project 

Executive Budget Recommendation 
Section 3 would authorize the Department of Financial Institutions to 
transfer up to 10 percent of the total appropriation between l ine items 
during the 201 9-2 1 b iennium. 

Section 4 would appropriate any additional income from federal or other 
funds that may become avai lable to the Department of Financial 
Institutions during the 201 9-2 1 b iennium. 
Section 5 would provide that the total appropriation for the agency's 
201 7- 1 9  b ienn ium operating expenses l ine item is exempt from North 
Dakota Century Code Section 54-44. 1 - 1 1 and is conti nued into the 
20 1 9-2 1 bienn ium,  for the cont inued development of the website 
redesign and information technology project 

I 

FTE 
Position 

30 .00 

0 .00 

0 .00 

0 00 

30 .00 

House Version 

General  Fund 
$0 

$0 

$0 

$0 

$0 

Other Funds 
$8,409 ,9 1 2 

($323,842) 
1 73 ,761  
1 38, 324 

($1 1 , 757) 

$0 

($1 1 ,757) 

$8 ,398, 1 55 

House Version 

Tota l 
$8,409 , 9 1 2  

($323, 842) 
1 73 ,761  
1 38 , 324 

0 
0 
0 
0 

($1 1 , 757) 

$0 
$0 

($ 1 1 , 757) 

$8 ,398 , 1 55 
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Department of F inancial Institutions - Budget No. 413 
House Bill No. 1008 
Base Lev el Funding Changes 

201 9-21 B ienn ium Base Level 

201 9-21 Ongoing Fund ing Changes 
Base payroll changes 
Salary i ncrease 
Health insurance increase 
Reti rement contribution i ncrease 
Adds 1 FTE cybersecurity/money transmitter examiner 
Increases funding for credit union examiner 
Reduces operating expenses 
Total ongoing funding changes 

O ne-time fund ing items 
Adds fund ing for website redesign 
Total one-time funding changes 

Total Changes to Base Level Fund ing  

201 9-21 Tota l Fund ing 

FTE 

Position 
30.00 

1 .00 

1 .00 

0.00 

1 .00 

3 1 .00 

Executive Budget Recommendation 

Genera l  
Fund 

$0 

$0 

$0 

$0 

$0 

Other 
Funds 
$8,409 ,9 1 2  

($323 ,842) 
287,206 
1 1 7 , 1 55 
37 ,072 

254,559 
39 , 1 36 

(294 , 1 60) 
$ 1 1 7 , 1 26 

$45 1 ,305 
$451 ,305 

$568,43 1 

$8,978 ,343 

Total 
$8,409 ,9 1 2  

($323,842) 
287,206 
1 1 7 , 1 55 
37,072 

254,559 
39, 1 36 

(294 , 1 60) 
$ 1 1 7 , 1 26 

$45 1 ,305 
$451 ,305 

$568 ,43 1 

$8,978 ,343 

Other  Sections for Department of Financial  I nstitutions - Budget No. 41 3 

Line item transfers 

Appropriation - Add itonal federal funds or other funds 

Exemption - Website redesign project 

Executive Budget Recommendation 
Section 3 would authorize the Department of F inancial Institutions to 
transfer up to 1 O percent of the total appropriation between l ine items 
during the 201 9-2 1 bienn ium.  

Section 4 would appropriate any additional i ncome from federal or other 
funds that may become available to the Department of Financial 
Institutions during the 201 9-2 1 bienn ium.  
Section 5 would provide that the total appropriation for the agency's 20 1 7-
1 9  bienn ium operating expenses l ine item is exempt from North Dakota 
Century Code Section 54-44 . 1 - 1 1 and is continued into the 
201 9-2 1 bienn ium,  for the continued development of the website 
redesign and i nformation technology project. 

I 

FTE 

Position 
30.00 

0 .00 

0 .00 

0 .00 

30.00 

House Version 

General Fund 
$0 

$0 

$0 

$0 

$0 

Other Funds 
$8,409,9 1 2  

($323 ,842) 
1 73 ,761 
1 38 ,324 

($ 1 1 , 757) 

$0 
($1 1 ,757) 

$8,398 , 1 55 

House Version 

• 

Total 
$8,409,9 1 2  

($323 ,842) 
1 73 ,761 
1 38 ,324 

0 
0 
0 
0 

($1 1 ,757) 

$0 
$0 

($1 1 ,757) 

$8,398, 1 55 

House Changes to Executive B udget 
Increase (Decrease) - Executive Budget 

FTE General Other 
Positions Fund Funds Total 

0.00 $0 $0 $0 

$0 
( 1 1 3 ,445) ( 1 1 3 ,445) 

2 1 , 1 69 2 1 , 1 69 
(37,072) (37,072) 

( 1  00) (254 ,559) (254 ,559) 
(39, 1 36) (39, 1 36) 
294, 1 60 294 , 1 60 

( 1 .00) $0 ($1 28,883) ($ 1 28 ,883) 

($45 1 , 305) ($451 , 305) 
0.00 $0 ($45 1 ,305) ($45 1 , 305) 

( 1  00) $0 ($580 , 1 88) ($580 , 1 88) 

( 1 .00) $0 ($580 , 1 88)  ($580 , 1 88) 
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Sixty-sixth 
Leg is lative Assembly 
of North Dakota 

I ntroduced by 

Appropriat ions Comm ittee 

HOUSE BILL NO. 1 008 

1 A B l  LL for an Act to provide an appropriation for defraying the expenses of the department of 

2 f inancia l  institutions.  

3 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

4 SECTION 1 .  APPROPRIATION. The funds provided i n  this section ,  or so much of the funds 

5 as may be necessary, are appropriated from special funds derived from other i ncome,  to the 

6 department of f inancial i nstitutions for the pu rpose of defraying the expenses of the department 

7 of f inancia l  institutions ,  for the b ienn ium beg inn ing Ju ly 1 ,  201 9 ,  and end ing June 30, 202 1 , as 

8 fol lows : 

9 

1 0  

1 1  Salaries and 'Nages 

1 2  Operating expenses 

1 3  Contingency 

1 4  Total special funds 

1 5  Full time equivalent positions 

1 6  

1 7  

1 8  Sa lar ies and wages 

1 9  Operati ng expenses 

20 Conti ngency 

2 1  Tota l specia l  funds 

22 Fu l l -t ime equ iva lent posit ions 

Base Level 

$6 ,813,840 

1 ,576,072 

20,000 

$8,409,912 

30.00 

Base Level 

$6,8 1 3,840 

1 ,576,072 

20,000 

$8,409,9 1 2  

30.00 

Page No .  1 

Recommendation 

$7,165,126 

1 ,793,217 

20,000 

$8,978,343 

31 .00 

Adjustments or  

Enhancements 

$1 82,802 

1 1 7, 1 45 

0 

$299,947 

1 . 00 

Appropriation 

$6,813,840 

1 ,576,072 

20,000 

$8,409,912 

30.00 

Appropriation 

$6,996,642 

1 ,693,2 1 7  

20,000 

$8,709,859 

3 1 . 00 

1 9 . 0 1 96 . 0 1 00 1  



Sixty-sixth 
Leg is lative Assembly 

·H B J  0 0 3 
� -5- / J 

1 SECTION 2. ONE-TIME FUNDING. The fol lowing amounts reflect the one-t ime funding 

2 items approved by the sixty-fifth legislative assembly for the 201 7-1 9 b ienn i um and the 201 9-2 1 

3 b ienn ium one-time fund ing items included in  the appropriation in  section 1 of this Act: 

4 One-Time Funding Description 

5 Website redesign 

6 Total special funds 

201 7- 1 9 

SQ 

$0 

20 1 9-2 1 

$351 ,305 

$35 1 ,305 

7 The 20 1 9-2 1 bienn ium one-time funding amounts are not a part of the entity's base budget for 

8 the 20 1 9-2 1 b ienn ium.  The department of f inancial institutions shal l report to the appropriat ions 

9 committees of the sixty-seventh legis lative assembly on the use of this one-time funding for the 

1 0  b ienn ium beginn ing Ju ly 1 ,  20 1 9 , and ending June 30, 202 1 . 

Page No .  2 

-----------� 

1 9 . 0 1 96 . 0 1 00 1  
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Title .  

Prepared by  the Leg is lative Counc i l  staff for 
House Appropriations - Government 
Operations Divis ion Comm ittee 

Fiscal No .  1 February 1 ,  201 9 

PROPOSED AMENDM ENTS TO HOUSE B ILL NO.  1 008 

Page 1 ,  replace l i nes 9 through 1 5  with :  

Salar ies and wages 
Operati ng expenses 
Cont ingency 
Total special funds 
Fu l l-t ime equ ivalent posit ions 

Base Leve l 
$6 , 8 1 3 ,840 

1 , 576 ,072 
20,000 

$8,409 , 9 1 2 
30 .00 

Adj ustments or 
Enhancements 

$ 1 82 ,802 
1 1 7 , 1 45 

Q 
$299 ,947 

1 . 00 

Appropriation 
$6,996, 642 

1 , 693 ,2 1 7  
20,000 

$8,709, 859 
3 1 .00 

SECTION 2. ONE-TIME FUNDING. The fol lowing amounts reflect the one-time 
fund ing items approved by the sixty-fifth leg is lative assembly for  the 20 1 7- 1 9 b ienn ium 
and the 20 1 9-2 1 b ienn ium one-time fund ing items inc luded i n  the appropriat ion i n  
section 1 of th is  Act: 

One-Time Fund ing Description 
Website redesign 
Total specia l  funds 

20 1 7- 1 9 
� 
$0 

201 9-2 1 
$35 1 ,305 
$35 1 ,305 

The 20 1 9-2 1 b ienn ium one-time fund ing amounts are not a part of the entity's base 
budget for the 20 1 9-2 1 b ienn i um .  The department of f inancial i nstitut ions shal l  report to 
the appropriat ions comm ittees of the sixty-seventh legis lative assembly on the use of 
th is one-time fund ing for the b ienn ium beg inn ing Ju ly 1 ,  20 1 9 , and end ing June 30 , 
202 1 . "  

Renumber accord i ng ly 

STATEMENT OF PURPOSE OF AMENDMENT: 

House Bill No. 1 008 - Department of Financial Institutions - House Action 

Salaries and wages 
Operating expenses 
Contingency 

Total a l l  funds 
Less estimated income 
General fund 

FTE 

Base 
Budget 
$6 ,81 3,840 

1 ,576 ,072 
20,000 

$8 ,409,9 1 2  
8 ,409 ,9 1 2  

$0 

30.00 

House 
Changes 

$1 82,802 
1 1 7 , 1 45 

$299 ,947 
299,947 

$0 

1 .00 

Page No .  1 

House 
Version 
$6,996,642 

1 ,693,2 1 7  
20,000 

$8,709,859 
8 ,709,859 

$0 

31 .00 

1 9 . 0 1 96 .0 1 001  



Department 41 3 - Department of Financial Institutions - Detail of House Changes 

Adds 
Adjusts Adds Funding Cybersecurity/ Reduces 

Funding for for Salary and Money Funding for Adds Funding 
Base Payrol l  Benefit Transmitter Operating for Website Total House 

Changes1 lncreasesz Examine� Expenses! Redesign� Changes 
Salaries and wages ($323,842) $31 2 ,085 $1 94,559 $1 82,802 
Operating expenses 60,000 ($294 , 1 60) $351 ,305 1 1 7 , 1 45 
Contingency 

Total al l funds ($323,842) $31 2 ,085 $254,559 ($294 , 1 60) $351 ,305 $299 ,947 
Less estimated income (323,842) 3 12 ,085 254,559 (294 , 1 60) 351 ,305 299,947 
General fund $0 $0 $0 $0 $0 $0 

FTE 0.00 0.00 1 .00 0.00 0.00 1 .00 

1 Funding is adjusted for base payrol l  changes. 

2 The fol lowi ng funding is added for 201 9-2 1 bienn ium salary adjustments of 2 percent per year and increases in 
health insurance premiums from $ 1 ,241 to $ 1 ,427 per month : 

Salary increase 
Health insurance increase 
Total 

Other Funds 
$ 1 73 ,761  

1 38.324 
$3 1 2 ,085 

3 Funding for 1 cybersecurity/money transmitter examiner FTE position ($ 1 94,559) and related operat ing expenses 
($60,000) is added. 

4 Funding for operat ing expenses is reduced to provide a total of $ 1 ,693 ,2 1 7 . 

5 One-time funding is added to cont inue the department's website redesign project started during the 201 7- 1 9  
bienn ium.  

Page No. 2 1 9 . 0 1 96 .0 1 00 1 
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Prepared for the Senate Appropriations Committee 

Department 41 3 - Department of Financial Institutions 
House Bil l  No. 1008 

Executive Budaet C omoarison to Prior Biennium A1mrooriations 

201 9-21 Executive Budget 

201 7- 1 9  Legislative Appropriations 

Increase (Decrease) 

201 9-21 Executive Budget 

201 7- 1 9  Legislative Appropriations 

I ncrease Decrease 

Agency Funding 

FTE Positions General Fund Other Funds 

31 .00 $0 $8,978 ,343 

30.00 0 8 ,409 ,9 1 2 

1 .00 $0 $568 ,431 

and One-Time Other Funds A 
Ongoing Other Funds 

Ap ro riation 
One-Time Other Funds 

A ropriation 

$8 ,527,038 

8 ,409,91 2  

$ 1 1 7, 1 26 

FTE Positions 

$451 ,305 

0 

$451 ,305 

Total 
$8 ,978,343 

8,409,91 2  

$568 ,431 

$8,978 ,343 

8 ,409,91 2 

$568,431 

$1 0.00 $8.98 31 .50 -.-----------------� 

$9.00 
$8.46 

$7.58 - $8.41 31 .00 31 .00 -t---------------------1 
$8.00 

$7.00 -

$6.00 

$5.00 
i 

$4.00 

-
-
-

$3.00 -
$2.00 -

$1 .00 -
$0.00 

$0.00 

-

$0.00 $0.00 $0.00 

� 
� 
'""" 
� 
� 
'""" 

30.50 +-------------,;C.---� 

30.00 -+---------:11----IIF--------.j 

29.50 +----.;...-----------� 

29.00 +-----------------� 

28.50 +----------------� 

28.00 -+----.------,-----,-------1 

201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 

• General Fund CJ Other Funds 

Executive 
Budget 

E xecu 1ve u 1ae f B d t C  omoar1son t B 0 

General Fund 

201 9-21 Executive Budget $0 

201 9-21 Base Level 0 

I ncrease (Decrease) $0 

First House Action 

ase L eve 
Other Funds 

$8,978 ,343 

8 ,409 ,91 2 

$568 ,431 

Executive 
Budget 

Total 

$8 ,978 ,343 

8 ,409 ,9 1 2  

$568,431 

Attached is a comparison worksheet detai l ing first house changes to base level funding and the executive budget. 

Executive Budget Highl ights 
(With Fi rst House Changes in  Bold) 

General Fund 
1 .  Adds funding for state employee salary and benefit increases, of 

which $287,206 is for salary increases, $1 1 7, 1 55 is for health 
insurance increases , and $37,072 is for reti rement contribution 
increases. The House added funding for salary adjustments 
of 2 percent per year and increases in health insurance 
premiums from $1 ,241 to $1 ,427 per month. The House did 
not add funding for retirement contribution increases. 

2. Adds 1 FTE cybersecurity/money transmitter examiner 
($1 94,559) and related operating expenses ($60,000) 

3. I ncreases funding for credit union examiner. The House did not 
include an increase in funding for a credit union examiner. 

4.  Reduces operating expenses 

$0 

$0 

$0 

$0 

Other Funds 
$441 ,433 

$254,559 

$39 , 1 36 

($294 , 1 60) 

Total 
$441 ,433 

$254,559 

$39 , 1 36 

($294, 1 60) 

March 1 ,  201 9 



5. Adds one-time funding for website redesign.  The House 
provided $351 ,305 for website redesign. 

$0 

O ther Se c tio ns i n  Hou se B ill No. 1008 
There are no other sections in House Bi l l  No. 1 008. 

Co nti nu i ng A ppro pr i atio ns 
No continuing appropriations for this agency. 

Def i c ien cy A p pro pr i atio n 
There are no deficiency appropriations for this agency. 

S ig nif i c ant Au d i t  F i nd i ng s  
There are no significant audit findings for this agency. 

M ajor Rel ated Leg i sl atio n 

$451 ,305 $451 ,305 

Senate Bill No. 2093 - Amends various sections of Title 6 and Title 1 3, to change the requirement of capital and l iquid assets, 
to provide an increase to the annual l icensing fee for financial institutions from $450 to one-quarter of 1 percent of transactions, 
not to exceed $2,500, and provides for a min imum fee of $500. 

2 



Department of Financial Institutions - Budget No.  41 3 
House Bi l l  No.  1 008 
Base Level Funding Changes 

Executive Budget Recommendation 

FTE General Other 
Position Fund Funds Total 

2019-21 Biennium Base Level 30.00 $0 $8,409,9 1 2  $8,409,9 1 2  

2019-21 Ongoing Funding Changes 
Base payroll changes ($323,842) ($323,842) 
Salary increase 287,206 287,206 
Health insurance increase 1 1 7, 1 55 1 1 7 , 1 55 
Retirement contribution increase 37,072 37,072 
Adds 1 FTE cybersecurity/money transmitter examiner 1 .00 254,559 254,559 
Increases funding for credit union examiner 39,1 36 39,1 36 
Reduces operating expenses (294,1 60} (294,1 60} 
Total ongoing funding changes 1 .00 $0 $ 1 1 7, 1 26 $1 1 7, 1 26 

One-time funding items 
Adds funding for website redesign $451 ,305 $451 ,305 

Total one-time funding changes 0.00 $0 $451 ,305 $451 ,305 

Total Changes to Base Level Funding 1 .00 $0 $568,431 $568,431 
2019-21 Total Funding 3 1 .00 $0 $8,978,343 $8,978,343 

Other Sections for Department of Financial Institutions · Budget No. 413 

Line item transfers 

Appropriation - Additonal federal funds or other funds 

Exemption - Website redesign project 

Executive Budget Recommendation 

Section 3 would authorize the Department of Financial Institutions to 
transfer up to 1 0 percent of the total appropriation between line items 
during the 201 9-2 1 biennium. 

Section 4 would appropriate any additional income from federal or other 
funds that may become available to the Department of Financial 
Institutions during the 201 9-2 1 biennium. 

Section 5 would provide that the total appropriation for the agency's 
201 7-1 9 biennium operating expenses line item is exempt from North 
Dakota Century Code Section 54-44 . 1 - 1 1 and is continued into the 
201 9-21 biennium, for the continued development of the website 
redesign and information technology project. 

House Version 

FTE General Other 
Position Fund Funds Total 

30.00 $0 $8,409 ,912  $8,409,9 1 2  

($323,842) ($323,842) 
1 73,761 1 73,761 
1 38,324 1 38,324 

0 
1 .00 254,559 254,559 

0 
(294 , 1 60} (294,1 60} 

1 .00 $0 ($51 ,358) ($51 ,358) 

$351 ,305 $351 ,305 

0.00 $0 $351 ,305 $351 ,305 

1 .00 $0 $299,947 $299,947 
31 .00 $0 $8,709,859 $8,709,859 

House Version 

No other sections included in the House version. 



Prepared by the Legislative Counci l  staff 

Depar tment 413 - Department of F i nan c i al I ns ti tu tion s 

H istorical Appropriations Information 

O ngo i ng O ther Fu nd s A ppro pr i atio ns S i n ce 2011-13 

Agency Funding (in Mi l l ions) 
$1 0.00 �--------------�$8�.5=3� 

$9.00 +------,---�=--��----i 
$8.00 +-----�--­

FTE Positions 

31J0 
$7.00 
$6.00 
$5.00 
$4.00 
$3.00 
$2.00 
$1 .00 
$0.00 

32.00 
31 .50 
31 .00 
30.50 
30.00 
29.50 
29.00 
28.50 
28.00 

3�0 3� 
� -

29.00 29.00 -- -
201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 

Executive 
Budget 

201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 201 9-21 
Executive 

Budget 

Ongoing Other Funds Aooropriations 

201 1 -1 3  201 3-1 5 201 5-1 7 201 7-1 9 
Ongoing other funds appropriations $6 ,836 ,31 8 $7,580,2 1 7  $8 ,389 ,442 $8,409,91 2 
I ncrease (decrease) from previous biennium NIA $743,899 $809,225 $20,470 

Percentage increase (decrease) from NIA 1 0.9% 1 0 .7% 0.2% 
previous biennium 

Cumulative percentage increase (decrease) NIA 1 0.9% 22.7% 23.0% 
from 201 1 - 1 3  bienn ium 

M ajor I n c reases (De c reases) i n  O ther Fu nd s A ppro pr i atio ns 
201 3-1 5 Biennium 

1 .  Added contingency funding for costs related to switching to a national mortgage l icensing system 

201 5-1 7 Biennium 

1 .  Added funding for 1 FTE cred it union examiner position and related operating expenses 

2. Added funding for operating expenses 

3 .  Reduced contingency funding 

201 7-1 9 Biennium 

1 .  Reduced funding for salaries and wages in anticipation of savings from vacant positions and 
employee turnover 

2. Reduced contingency funding to provide $20,000 

201 9-21 Biennium (Executive Budget Recommendation) 

1 .  Adds 1 FTE cybersecuritylmoney transmitter examiner ($1 94,559) and related operating expenses 
($60,000) 

2. I ncreases funding for credit union examiner. The House did not increase funding for a credit 
union examiner. 

3. Reduces operating expenses 

201 9-21 
Executive 

Budget 
$8,527,038 

$ 1 1 7, 1 26 

1 .4% 

24.7% 

$1 36,000 

$2 1 8 ,089 

$ 1 1 6 ,207 

($79,000) 

($1 85 , 1 96) 

($57,000) 

$254,559 

$39, 1 36 

($294, 1 60) 

March 1 ,  201 9 



GOVERNOR'S RECOMMEN DATION FOR TH E 
DEPT. OF  F INANCIAL INSTITUTIONS AS SUBMITTED 

BY THE OFFICE OF MANAG EMENT AND BUDG ET 
SECTION 1. APPROPRIATION. The funds provided in this section, or so much of the funds as may 

be necessary, are appropriated from special funds derived from other income, to the department of 
financial institutions for the purpose of defraying the expenses of the department of financial institutions, 
for the biennium beginning July 1, 2019, and ending June 30, 2021 as follows: 

Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

Base Level 
$6,813,840 
1,576,072 

20,000 
$8,409,912 

30.00 

Adjustments or 
Enhancements 

$351,286 
217,145 

Q 
$568,431 

1.00 

Appropriation 
$7,165,126 

1,793,217 
20,000 

$8,978,343 
31.00 

SECTION 2. ONE-TIME FUNDING. - The following amounts reflect the one-time funding items 
approved by the sixty-fifth legislative assembly for the 2017-19 biennium: 

One-Time Funding Description 
IT Project 
Total other fund 

2017-19 
$ 0 
$ 0 

2019-21 
$451,305 
$451,305 

The 2019-21 one-time funding amounts are not a part of the entity's base budget for the 2021-23 
biennium. The department of financial institutions shall report to the appropriations committees of the 
sixty-seventh legislative assembly on the use of this one-time funding for the biennium beginning July 
1, 2019, and ending June 30, 2021. 

SECTION 3. LINE ITEM TRANSFERS. Notwithstanding section 54-16-04, the department of 
financial institutions may transfer between l ine items within section 1 of this Act up to ten percent of the 
total appropriation contained in section 1 during the biennium beginning July 1, 2019, and ending June 30, 
2021. The department of financial institutions shall notify the office of management and budget and the 
legislative council of any transfer made pursuant to this section 

SECTION 4. APPROPRIATION - In addition to the amounts appropriated to the department of 
financial institutions in section 1 of this Act, there is appropriated any additional income from federal or 
other funds which may become available to the agency for the biennium beginning July 1, 2019, and 
ending June 30, 2021. 

SECTION 5. EXEMPTION. The amount appropriated for the operating expenses, is not subject to 
the provisions of section 54-44.1-11. Any unexpended funds from this appropriation line are available for 
continued development of the website redesign and informational technology project during the biennium 
beginning July 1, 2019, and ending June 30, 2021. 

Governor's recommendation as submitted by the Office of Management and Budget 



N O R T H  
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DATE:  March 1 ,  20 1 9 

TO : Senate Appropriations Committee 

FRO M :  Lise Kruse, Commissioner 
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Cha i rman Ho lmberg and members of the Appropriations Committee, 
thank  you for the opportun ity to provide testimony regard i ng  the 
Department of F inancial I nstitut ions Appropriation  request for the 
20 1 9-202 1 b ienn ium ,  HB  1 008 .  

DEPARTMENT SUPERVISORY A UTHORITY 
The Department of F inanc ia l  I nstitutions supervises state­

chartered banks,  cred it un ions ,  trust compan ies ,  and other fi nanc ia l  
corporations wh ich i ncl udes: col lection agencies ,  money brokers ,  
deferred presentment service providers (payday lenders) ,  money 
transmitters ,  mortgage loan orig i nators and debt sett lement service 
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providers .  The Department a lso has examinat ion respons ib i l it ies for tJ J-
the Bank  of North Dakota . 

The Department is a specia l  fund ,  self-supporti ng agency, 

rece ivi ng no general fund do l lars . The Department's budget cons ists 

of th ree cost centers :  ( 1 ) banks and trust compan ies , (2)  cred it un ions ,  

and (3)  consumer l icensees . Banks ,  trust compan ies, and cred it 

un ions pay annua l  assessments that cover a l l  d i rect exam ination costs 

and a l located overhead for the respective cost centers . The State 

Bank ing Board and State Cred it Un ion Board are g iven the authority to 

set the assessment formu la to cover the examination and a l located 

overhead costs for the respective i ndustry. I n  add it ion , trust 

compan ies pay examination fees for the i r  safety and soundness 

examinations ;  by statute the commissioner sets the exami nation fee at 

an amount sufficient to recover a l l  costs i nclud ing  sa laries and benefits , 

and trave l costs (mi leage,  mea ls and hotel expenses) .  Consumer 

l i censees pay fees for process ing and supervisory respons ib i l it ies 

related to the consumer cost center: i nvestigation fees upon i n it ia l  

l i cens ing ,  annua l  l icense fees, and examination fees when an 

examination is performed . Aga i n ,  the exami nation fee is set by the 

commissioner at an amount sufficient to recover al l  costs includ ing  

sa laries and benefits , and travel costs . 

Department Purpose 
The Department d i rectly serves our  banks ,  cred it un ions and 

non-depository fi nancial i nstitutions .  I nd i rectly, every citizen of North 

Dakota is impacted as they can be confident in the fi nancia l  services 

2 
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to wh ich they have access .  The  Department' s pu rpose is to  ensure I' J 3 
the safety and sound ness of the institut ions we regu late , wh ich then 
resu lts i n  fi nancia l  services bei ng ava i lab le to the North Dakota citizen .  

A commun ity bank and cred it un ion a re centra l  to economic 
development. S i nce our i nstitutions a re closely connected to thei r loca l 
markets , they a re d i rectly affected when the economy weakens ,  and 
th roughout North Dakota , the agricu ltu ra l  economy has a large impact. 
With pressu res i n  the commod ity markets , an i ncreas ing  number of 
bank  and cred it un ion customers may experience d ifficu lt ies repayi ng 
the i r  loans ,  and the institut ion ends up  with bad loans or loan losses.  
When an institution has a large vol ume of problem assets , and is then 
categorized as a troub led institution , ou r Department must exert more 
resources to ensu re the i nstitution is restored to a hea lthy cond ition . 
Key to our  m ission is that we identify and fi nd ways to remed iate 
problem i nstitutions .  Our  objective is to ensu re i nstitut ions a re 
fi nancia l ly strong and i n  compl iance with app l icab le laws and 
regu lations .  Problem institut ions often have taken on too much r isk 
and then must t ighten standards to retu rn to a satisfactory cond it ion .  
Strong institut ions can take ta rgeted risks that can he lp thei r 
commun it ies . 

State-Chartered Banks 
Currently, there are 68 state-chartered banks ,  p lus the Bank  of 

North Dakota . The number of banks has remained re lative ly stab le 
over the past severa l years a lthough we conti nue to see merger and 
consol idat ion activity, with another th ree antici pated i n  20 1 9 . Wh i le  the 

3 
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tota l number of banks has decl i ned and is expected to fu rther decl i ne ,  fj tf 
tota l assets conti nue to grow. 
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North Dakota State-Chartered Banks 
Volume and Charter Trends 

12/31/2008 12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 9/30/2018 

- Total Loans - Total Assets -e-# Banks 

Assets i ncreased 1 5% from $2 1 bi l l ion on December 3 1 , 20 1 6 , to $24 
b i l l ion on September 3 1 , 20 1 8 . The conti n ued asset g rowth i ncreases 
the Department's responsib i l it ies and t ime needed to conduct 
exam inations .  A majority of examinat ion time is spent on loan review, 
and tota l loan volume grew from $ 1 6 b i l l ion on December 3 1 , 20 1 6 ,  to 
$ 1 9 b i l l ion on December 3 1 , 20 1 8 . Commercia l  loans a re becoming 
more complex, wh ich requ i res experienced exam iner review. 
Cybersecu rity is a s ign ificant concern and therefore more time is 
ded icated to information technology review du ri ng our safety and 
sound ness examinations . The g raphs below i l l ustrate how specia lty 
exam inations of trust, information technology and bank  secrecy act 
review are req u i ri ng an increas ing amount of time .  

4 



Examinat ion Hours by Examinat ion Type · 2014 

• 5&5 

• BSA 

• IT 

• Tr ust 
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Examinat ion Hours by Examinat ion Type - 2017 

• 5&5 

• BSA 

• IT 

• Trust 

The Department has 1 6  fie ld bank  exam iners conduct ing 
examinations th roughout the State of North Dakota , and 3 fie ld office 
locations : Grand Forks , Fargo ,  and B ismarck.  

The Department's bank ing d iv is ion has mainta i ned accred itat ion 
th rough the Conference of State Bank  Supervisors (CSBS) s ince 1 992 , 
s ign ifyi ng that our  Department meets comprehensive o rgan izationa l  
and  performance standards .  Our  review resu lts have been exce l lent 
for a department our s ize . I mportant cons iderations a re whether 
federa l  regu lators accept our  work product, ou r  ab i l ity to exam ine for 
i nformation technology, our  ab i l ity to recogn ize and mon ito r  for 
weaknesses , and the turnaround t ime for examinations .  

State-Chartered Credit Un ions 
Currently, there are 20 state-chartered cred it un ions ;  down from 

the 2 1  shown in  the graph below due to a merger i n  the last qua rter of 
201 8 .  Cred it un ions a lso conti nue to show asset g rowth , with tota l 
assets increasing 1 0% from $3 b i l l ion as of December 3 1  , 20 1 6 , to $3 .4 
b i l l ion as of September 30, 20 1 8 . 

5 
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12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 9/30/2018 

- Total Loans - Total Assets ... # Credit Unions 

Aga in ,  asset growth trans lates i nto i ncreased loan vol ume from 
$2 .2  b i l l ion on December 3 1 , 201 6 ,  to $2 .5  b i l l ion as of September 30 ,  
20 1 8 ( 1 0 .8%) ,  wh ich puts time constra i nts on our cred it un ion 
exami ners .  The cred it un ion d ivis ion has th ree exam iners and a 
Supervis ing Exami ner to conduct the examinations of state-chartered 
cred it un ions .  

Our Cred it Un ion Divis ion has been accred ited by the Nationa l  
Association of State Cred it Un ion Supervisors s i nce 2000 . 

State-Chartered Trust Compan ies and Bank Trust Departments 
There are fou r  state-cha rtered independent trust compan ies for 

wh ich the Department has overs ight responsi b i l ity; we a lso have 1 1  
banks wh ich exercise trust powers . The independent trust company 
examinations are conducted by bank  examiners who have acqu i red 
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specia l ized trust examinat ion tra i n i ng .  The tota l comb i ned fiducia ry 
assets as of September 30 ,  20 1 8 , of the fou r  i ndependent trust 
compan ies is $70 b i l l i on ,  wh ich compares to $54 b i l l i on as of 
December 3 1 , 20 1 6 ; th is represents a 29% i ncrease . The ban ks with 
trust powers had combined fiduciary assets of $6 . 5  b i l l i on as of 
December 3 1 , 20 1 7 , wh ich is  s im i la r  to the December 3 1 , 20 1 6 , leve l .  

Total Fiduciary Assets - ND State-Chartered Entities 
($ Bil l ions) 

80 �---------------------

70 +---------------------
60 +------------------
50 +----------------
40 +---------

20 
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2010 2011 2012 2013 2014 2015 2016 2017 2018 

Prior Years Ending 12/31 and 9/30/2018 

Iii Banks {11) · Trust Compan ies {4 since 9/2013) 

Consumer Licenses 
As of January 2, 20 1 9 ,  the consumer d iv is ion has active l i censes 

tota l i ng a combi ned 4 , 733 entit ies i ncl ud ing  co l lect ion agencies , money 
brokers ,  mortgage loan orig i nators ,  deferred presentment service 
providers (payday lenders) ,  money transm itters , and debt-sett lement 
service providers .  The breakdown of the l icenses is as fo l lows : 
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North Dakota Department of F inancia l  Institutions 
Licensed Non-Depository Entities Trends (by Year) 
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1 1 1 

12/31/2012 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 

556 

435 

11  

33  

2 

12/31/2018 

• Debt Settlement Providers Payday lenders a Money Transmitters Money Brokers • Collection Agencies 

Not included i n  the g raph above a re the 3 , 593 l i censed mortgage loan 
orig i nators , for wh ich we a re responsi b le to track pre- l icens ing and 
continu ing  education requ i rements .  

Ou r  consumer divis ion has 4 employees whom conducts 
examinations of the various entit ies we l i cense, and a lso engages i n  a 
number of i nvestigations based on i nformation received by way of 
compla i nts and commun ication with other  states . I n  201 5 ,  the 
Department received a certificate of accred itation from 
the CSBS/AARMR (American  Associat ion of Resident ia l Mortgage 
Regu lators) Mortgage Accred itat ion Program .  

8 
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BUDGET OVERVIEW 

I n  compl iance with Section 4 of 20 1 7 SB  2008, a study of the 

feasib i l ity and des i rab i l ity of comb in i ng the Department of F inancia l  

I nstitutions and the Securities Department i nto a s i ng le Cabi net 

Agency was conducted . The study concl uded that no effic iencies 

wou ld be gai ned , and the Governor recommended that the 

departments do not merge.  The I nterim Government Adm in istration 

Committee voted to concur with the Governor's recommendat ion of no 

merger. A copy of the Governor's  recommendat ion is attached . 

There were no fi nancia l  aud it fi nd i ngs i n  the most recent aud it of 

our  Department and the Department does not receive federa l  fund ing .  

The largest component of the Department's budget is  salaries at 

84% of the cu rrent tota l budget. Our  largest operati ng expenses are 

as fo l lows : 

1 .  Travel-32 . 1  % of operati ng 

i i .  Data Processing - 1 9 .0% of operati ng 

i i i .  Rental/Lease-Bldg- 1 6 .3% of operati ng 

Iv .  Profess iona l  Development- 1 5 .6% of operati ng 

The Department has h igh travel expenses s i nce examiners must 

travel to the i nstitutions to conduct examinations .  With the i ncreas ing 

use of technology, we are ab le to complete more offsite work ; however, 

an ons ite presence in the commun ity institut ion wi l l  a lways be an  

important part of our  safety and soundness examinations .  Travel is  

a lso affected by tra in i ng out of state . The work of an  examiner is 

specia l ized and therefore much of the tra i n i ng is conducted out of state 
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a long with our  federa l  counterparts , wh ich keeps our  exami ners up  to f 

date on the most recent laws and regu lations . Provid ing th is specific 
tra i n i ng to exam iners is crucia l  to rema in  competent and consistent 
with our  federa l  counterparts , wh ich a lso benefits our  institutions . I t  is 
ou r  pr iority to conti nue to h i re wel l -qua l ified employees and i nvest 
s ign ificant time and fi nanc ia l  resources i nto the i r  tra i n i ng and 
development to ensu re the enti re workforce has the necessary 
experience and qua l ificat ions to effective ly perform thei r duties . Also , 
regu latory, accounti ng ,  and lega l  changes requ i re constant tra i n i ng ,  
especia l l y  i n  a reas such as  ant i-money laundering enforcement and  
i nformation technology issues such as cybersecu rity . 

Line Item Base Level Proposed Governor's Increase 

90% Recommendation  (Decrease) 

budget from Base 

request Level 

Salaries $6 ,813,840 $6, 327, 009 $7 ,165 ,126 $351 ,286 

Operating $1 , 576 ,072 $1, 221 , 9 12  $1 ,793 ,217 $217 ,145 

Contingency $20 ,000 $20, 000 $20 ,000 $0 

Total $8 ,409 ,912 $7, 568, 92 1 $8 ,978 ,343 $568 ,431 

FTE 30 .00 29. 00 31 .00 1 .00 

*Operating $1 ,576 ,072 $1 ,341 ,912 ($234 ,160)  

adjusted for 

one-time IT 

project 

*The $451 ,305 adjustment for IT will be funded by current biennium's revenue. 

To meet the Governor 's 90% budget request , the Department 
proposed that the majority of reductions wou ld come from sa laries , 
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trave l ,  and professional development/tra in ing . With a sma l l  
department and  84% of ou r budget i n  sa laries , the requested reduction  
of one FTE and  tak ing advantage of tu rnover by  not fi l l i ng  posit ions 
immed iately, would help meet the requested reduction . S i nce over 
30% of our  operati ng expenses perta ins to trave l ,  th is is another a rea 
where we are looking for reductions .  Most of the trave l is re lated to the 
examinations of our banks and cred it un ions .  We do as much 
examination work as poss ib le i n  the office , reducing  cost; however, d ue 
to the natu re of bank/credit  un ion activit ies , trave l wi l l  a lways be a 
necess ity for our  Department to meet its mandates . There is flexi b i l ity 
for the Department to reduce our  presence at cred it un ion  
examinations and  rather have the  Nationa l  Cred it Un ion Associat ion 
conduct examinations separate ly .  However, our p resence at every 
exami nation is strongly des i red by the industry so that decis ions can 
be made at the loca l  leve l . For banks and cred it un ions ,  the trave l 
i ncreases if there is economic/i ndustry deterioration ,  and therefore , 
red uct ion to travel is dependent on the economy and the cond ition  of 
the i nstitutions we supervise . If the economy deter iorates , and if any 
of  our  institutions strugg le as a resu lt ,  ou r  examination frequency 
i ncreases and travel costs wi l l  a lso i ncrease . The fi na l  a rea where we 
a re consideri ng reduction  is to reduce tra in i ng  and profess iona l  
development costs . S ince the work of an  examiner is specia l ized , 
s ign ificant tra in i ng is necessary the fi rst five years of an  examiner 's 
employment. Although we use on l ine tra i n i ng tools ,  much of the 
tra i n i ng for examiners is done i n  a classroom setti ng where s imu lations 
a re uti l ized , maki ng reductions to travel and profess iona l  deve lopment 
cha l leng ing . Therefore , p rofess iona l  development cost reductions 

1 1  
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wh ich must be balanced with the necessity of ma i nta i n i ng wel l ­
eq u i pped staff. 

The most recent FTE added to the Department was a cred it 
un ion examiner authorized in 201 5 .  This add ition received strong 
support from the i ndustry .  The Governor's budget recommendat ion 
restores the FTE posit ion for a cred it un ion exami ner, and an add i t iona l  
FTE is requested for a money transmitter and cybersecurity expert .  
Cybersecurity is a heightened r isk to  ou r  cit izens and fi nanc ia l  
i nstitutions . Strict standards a re i n  p lace and is requ i red for fi nancia l  
i nstitutions to keep customer information safe . Safeguard ing  customer 
i nformation is at  the center of our  i nformation techno logy examinations ,  
and i t  is  important that the Department has tra i ned examiners to 
assess and add ress these risks . L i kewise , the number of consumer 
l i censees conti nue to rise and put  a stra i n  on our  staff. As a resu lt ,  the 
Department has been cha l lenged to provide adequate overs ight over 
money transmitters . Money transmitters a re compan ies that sel l  o r  
issue payment i nstruments ,  stored va lue ,  o r  receive money o r  
monetary va lue for transmiss ion to a location  with i n  or  outs ide the 
U n ited States . These bus i nesses inc lude long t ime compan ies 
conducti ng trad itional  money transfers but a lso newer compan ies 
employi ng newer technolog ies, for example transfers us ing wa l let 
app l ications insta l led on smart phones . Most l i censees do  not 
phys ica l ly res ide in  North Dakota and operate i n  mu lti p le states . Th is 
req u i res the Department to partici pate i n  coord inated mu lti-state 
examinations to ensure that North Dakota laws are enforced and that 
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North Dakota cit izens a re protected . The specia l ized natu re and f'_j 
potentia l  risks emanati ng from th is i ndustry requ i re wel l -tra i ned 
exam iners .  This i ndustry has g rown from 88 l icenses in 20 1 6 to 1 1 4 
at the end of 201 8 ,  with combined transfers now tota l i ng $9.4 b i l l ion 
annua l ly .  Another FTE wou ld a l low add it iona l  resources for the 
Department to examine and enhance our  overs ight for th is i ndustry as 
wel l  as i ncrease our focus on cybersecurity . 

The FTE breakdown between d iv is ions is shown i n  the fol lowi ng 
charts . As a comparison point, the FTE trends of banks and cred it 
u n ions a re a lso i ncl uded .  Th is demonstrates that even though the 
fi nancia l  services industry is imp lementi ng conti nua l  technolog ica l  
advances , there rema ins a need for banks and  cred it u n ions to employ 
add it iona l  people to provide services . Th is trend is s im i la r  for the 
regu latory process . More technology does not e l im i nate the need for 
examiners but requ i res more specia l ized exam iners and tra i n i ng .  
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FTE Trends 
Banks Compared to  Depa rtment of  F i nanc i a l  Inst itut ions 
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FTE Trends 

Cred it Un ions Compared to Depa rtment of  F i nanci a l  I nstitut ions 
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I n  add it ion to the sa lary i ncrease for the restored FTE and l:J 15 
add it ional  FTE ,  the operati ng l i ne item was a lso i ncreased from the 
90% request by $ 1 20,000 for these FTEs .  

Sect ion 2 of the Governor's recommendation i s  another i ncrease 
i ncl uded in the operati ng l i ne item of one-time fund ing of $45 1 , 305 to 
enhance our  i nformation techno logy systems and website .  Prior  to th is 
sess ion ,  the Emergency Commiss ion and Budget Sect ion approved 
the transfer of $451 , 305 from the 20 1 7-20 1 9 b ienn i um's sa lary l i ne 
item to operati ng ,  and due to th is approva l ,  th is amount is funded from 
the cu rrent b ienn i um .  The req uest is therefore for the ab i l ity to carry 
over th is amount to the next b ienn i um so that the project can be 
completed . The excess sa lary was caused by unexpected reti rements 
early i n  the bienn i um .  The i nformation  techno logy project is necessary 
to replace the Department's outdated records management software , 
wh ich was developed i n  200 1 /2002 and is uti l iz ing old database 
technology and an antiq uated user i nterface wh ich cannot be eas i ly  
updated g iven the customized natu re of  the app l ication . I mprovi ng our  
website wi l l  enhance efficiencies for both the Department and the 
industries we serve , as wel l  as provide for enhanced cybersecu rity for 
cit izens and institut ions a l i ke ,  as it wi l l  p rovide a secure porta l for 
commun ication with the Department. 

Sect ion 3 of the Governor's recommendat ion wou ld  a l low the 
Department to transfer between l i ne items up to 1 0% of the tota l 
appropriation du ri ng the bienn i um .  Th is wi l l  provide s ign ificant 
flexi b i l ity and a l low us to be responsive to chang ing c i rcumstances as 

1 5  
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wel l  as g ivi ng us the ab i l ity to operate in  the most efficient and effective fJ /� 
manner. As mentioned above , our Department recently went before 
the Emergency Commiss ion with a request. If the economy 
deteriorates and travel costs i ncrease related to examinat ions,  it wi l l  be 
d ifficult to meet our  requested red uct ion un less we can transfer from 
sa laries if ab le .  I t  shou ld be noted that th is transfer authority has 
previously been authorized for the leg is lative and jud icia l  branches and  
without any l im itation . 

Section 4 wou ld a l low us to accept and use any other  add it iona l  
i ncome; federa l  or  other funds .  

Section 5 wou ld a l low the amount a l located for the Department's 
i nformation techno logy project to carry over to the 20 1 9-202 1 b ienn i um 
s ince i t  i s  h igh ly un l i kely that the project wi l l  be  complete by J une 30 ,  
20 1 9 .  However, the amount wou ld  not extend to the 202 1 -2023 
b ienn i um .  

M r. Cha i rman and  members of the Committee, I thank  you for 
you r  t ime and I welcome any questions you may have .  

1 6  
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Reinvent ing state government to create effi c ienc ies and  better serve North 

Da kotans  i s  a top pr iority for the Bu rgum-Sa nford a dm i n i strat io n .  S ign ifi cant  

progress ha s  a l ready been made on  th i s  p rior ity i n i t iative . Many re i nvent ion 

opportun it ies have been identif ied a nd a re p rogress i ng .  Based u pon  the resu lts of 

the study, a merger of the Depa rtment of F i nanc i a l  I nst itut ions  a nd  the Secu r it ies 

Depa rtment wou l d  not resu lt in mea n i ngfu l operat iona l  o r  cost effi c i enc ies .  

Moreove r, merg ing these agenc ies wou ld ma rg i na l i ze fu nct iona l regu latory 

expert ise and  core m iss ion execut ion a nd negative ly  impact service to c it izens a nd  

bus i nesses i n  o u r  state .  

In s upport i ng d i st i nct po l i cy objectives and a un i q ue  core m iss i on, each agency 

impacts and  promotes consu mer  a nd  i nvestor confi dence and  protect ion ,  access 

to cap ita l for sma l l  bus inesses, a nd fi na nc ia l hea l th and  v ib ra ncy of North Da kota 

fam i l ies, bu s i nesses, and  commun it ies .  

G iven the d ist i n ct regu l atory po l i cy objectives of these agenc ies, the l ack  of 

red undancy i n  staffi ng a nd funct ion ,  the absence of mea n i ngfu l cost red uct ion or  

operat iona l  effic iency opportun it ies, a revenue  generat ing capab i l ity that i s  equ a l  

to o r  exceeds t h e  cost o f  operat ions and  a des i re t o  avo id  d i l uted regu latory 

expert ise and  comp rom ised service, it i s  recommended that the Depa rtment of 

F ina nc ia l I nst itut ions a nd  the Secu r it ies Depa rtment do not mer  e .  

r 
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600 E Bou leva rd Avl' .  • B i ,marck, ND 5 8 505-000 1 • Phone:  70 1 . 3 2 8 . 2200 • www. govcrno r. n d .gov 



Sixty-sixth 
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of North Dakota 

I ntroduced by 

Appropriations Committee 

(At the request of the Governor) 

HOUSE BILL NO.  1008 
(Governor's Recommendation) 
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A b i l l  for an  act to provide an appropriation for defraying the expenses of the department of fi nancial i nstitutions .  

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1 .  APPROPRIATION.  The funds provided in th is section ,  or so much of the funds as may be 
necessary , a re appropriated from specia l  fu nds derived from other  i ncome,  to the department of fi nancia l  
i nstitutions for the pu rpose of defraying the expenses of the department of financia l  i nstitutions ,  for the b ienn i um 
beg inn i ng  Ju ly 1 ,  20 1 9 , and  ending June 30 ,  202 1 as  fo l lows : 

Salaries and wages 
Operat ing expenses 
Contingency 
Total special funds 
Fu l l-time equ iva lent positions 

Base Level 
$6 ,8 1 3 ,840 

1 , 576,072 
20,000 

$8,409 ,9 1 2 
30 . 00 

Adjustments or 
En hancements 

$351 ,286 
2 1 7 , 1 45 

0 
$568 ,431  

1 . 00 

Appropriation  
$7 , 1 65 , 1 26 

1 , 793 ,2 1 7  
20,000 

$8 ,978 , 343 
3 1 .00 

SECTION 2. ON E-TIME FUNDING. - The fol lowing amounts reflect the one-t ime fu nd ing items 
approved by the sixty-fifth legis lative assembly for the 201 7-1 9 b ienn i um :  

One-Time Fund ing Description 201 7-1 9 201 9-2 1 

IT Project 
Total other fund 

$ 0 
$ 0 

$45 1 ,305 
$45 1 ,305 

The 201 9-2 1 one-time fund ing amounts are not a part of the entity's base budget for the 202 1 -23 
bienn i um .  The department of fi nancial institutions shal l report to the appropriations committees of the sixty­
seventh legis lative assembly on the use of th is one-time fund ing for the bienn i um beg inn i ng  Ju ly 1 ,  20 1 9 ,  
and  end ing June  30 ,  202 1 . 

SECTION 3 .  L INE ITEM TRANSFERS. Notwithstand ing section 54-1 6-04 , the department of fi nancia l  
i nstitutions may transfer between l ine items with in  section 1 of th is Act up to ten percent of the tota l appropriation 
conta ined i n  section 1 du ring the bienn ium beg inn ing  J u ly 1 ,  20 1 9 , and end ing J u ne 30, 202 1 . The department 
of fi nancia l  institutions shal l  notify the office of management and budget and the legis lative cou nci l  of any 
transfer made pursuant to th is section 

SECTION 4. APPROPRIATION - In add ition to the amounts appropriated to the department of fi nancia l  
i nstitutions i n  section 1 of th is Act, there is appropriated any add itional  income from federa l  or other funds 
which may become ava i lable to the agency for the bienn ium beg inn ing Ju ly 1 ,  20 1 9 , and ending June 30, 
2021 . 

SECTION 5. EXEMPTION . The amount appropriated for the operating expenses, is not subject to the 
provis ions of section 54-44 . 1 -1 1 . Any unexpended funds from th is appropriation l ine are ava i lab le for conti n ued 
development of the website redesign and informational  technology project du ring the bienn i um beg inn ing Ju ly 
1 ,  201 9 ,  and end ing June 30 ,  202 1 . 



REQUEST DETAIL 
41 3 Department of  F inanc ial Institutions 
Bienn ium:  201 9-2021 

Description 

Salaries and Wages 
Salaries - Permanent 
Overtime 
Fringe Benefits 

Total 

Salaries and Wages 
Genera l  Fund 
Federa l  Funds 
Special Funds 

Total 

Operating Expenses 
Travel 
Suppl ies - IT Software 
Supply/Material-Professional 
Food and C loth ing 
Bldg , Ground ,  Maintenance 
M iscel laneous Suppl ies 
Office Supp l ies 
Postage 
P rint ing 
IT Equ ip  Under $5,000 
Other Equ ip Under $5,000 
Office Equ ip  & Furn Suppl ies 
I nsurance 
Rentals/Leases - Bldg/Land 
Repa i rs 
IT - Data Processing 
IT - Communications 
IT Contractual Srvcs and Rprs 
P rofessional Development 
Operating Fees and Services 
Fees - Professional Services 

Total 

Operating Expenses 
General Fund 
Federa l  Funds 
Special Funds 

Expenditures Present 
201 5-201 7 Budget 
Bienn ium 201 7-201 9 

4,647,007 4 ,91 0 ,797 
6 ,879 0 

1 ,680 ,9 1 6 1 , 903 ,043 
6,334,802 6,81 3,840 

0 0 
0 0 

6 ,334 , 802 6 ,8 1 3 , 840 
6,334,802 6,81 3 ,840 

464 , 806 543 ,700 
48 2 ,280 

7 , 096 1 3 , 590 
75 0 

2 ,936 2 ,400 
3 , 526 3 , 500 

25 , 1 86 1 8 , 300 
3 , 1 54 4 , 800 
2 , 044 6 ,800 

323 1 1 , 050 
1 , 590 3 , 000 

50,734 5 ,000 
4 , 593 1 1 , 794 

245, 91 0 256, 1 00 
0 800 

286,463 269 ,958 
36 , 999 37,000 

0 0 
1 92 ,081  232 , 000 
59 , 365 94 , 000 
34 ,051  60 ,000 

1 ,420 ,980 1 ,576,072 

0 0 
0 0 

1 ,420 ,980 1 , 576, 072 

Return 
Date: 
Time: 

Budget Req uested Budget 
Request 201 9-2021  
Change Bienn ium 

(355, 560) 4 ,555 ,237 
0 0 

( 1 3 1 ,27 1 ) 1 , 77 1 ,772 
(486,831 ) 6 ,327,009 

0 0 
0 0 

(486 ,83 1 ) 6 , 327 , 009 
(486 ,831 )  6 ,327,009 

( 1 55 , 1 00) 388,600 
4 ,288 6 , 568 
(5 , 1 90) 8 ,400 

0 0 
(900) 1 , 500 

( 1 , 560) 1 , 940 
(5 , 300) 1 3 , 000 
(2 , 800) 2 , 000 
(3 , 880) 2 , 920 
(2 , 1 50) 8 , 900 

(8 1 0) 2 , 1 90 
( 1 ,655) 3 , 345 
( 1 , 394) 1 0 ,400 

(38 ,0 1 6) 2 1 8 ,084 
(800) 0 

(34 ,599) 235 , 359 
(2 , 952) 34, 048 

0 0 
(69 ,672) 1 62 , 328 
(31 ,670) 62 , 330 

0 60, 000 
(354,1 60) 1 ,221 ,91 2 

0 0 
0 0 

(354 , 1 60) 1 ,221 , 9 1 2 

011 Guide 
1 1 /30/201 8 

1 3 :28 : 1 8  

O ptional 
Budget 

Req uest 

274, 1 1 6 
0 

1 22 , 568 
396,684 

0 
0 

396,684 
396,684 

3 1 2 , 800 
5 ,251  
4 , 580 

0 
0 

1 36 
6 , 500 

1 27 
200 
6 1 5 
1 5 1 

3 ,229 
0 
0 
0 

22 ,291  
23 ,448 

451 , 305 
1 20 ,451  

37,200 
4 , 1 39 

992,423 
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DATE:  

TO : 

FROM : 

MEMORANDUM 

January 9 ,  20 1 9  

Government Operat ions Divis ion -
House Appropriat ions Committee 

Lise Kruse , Com miss ioner 
Department of F i nanc ia l  I nst itut ions 

SUBJ ECT: Fo l low-up to Test imony in Support of Engrossed HB 1 008 

Cha i rman Vigesaa and members of the Government Operat ions 
Div is ion Committee, below is the add it iona l  i nformat ion requested . 

There are 85 banks with branches i n  North Dakota . The nationa l  
charters are regu lated by the Office of the Comptro l ler  of  the Cu rrency 
(OCC) .  The breakout is as fo l l ows : 

Banks 6/30/2015 6/30/2016 6/30/2017 

ND State-Cha rtered Ban ks 70 69 68 

ND N at iona l -Cha rtered Ban ks 7 7 7 

N D  N at iona l -Cha rte red Savi ngs Ban ks 2 2 2 

Out-of-State State-Cha rtered Banks 4 5 5 

Out-of-State Nat iona l -Cha rtered Ba n ks 5 4 4 

Tota l 88 87 86 

6/30/2018 

68 

5 

2 

6 

4 

85 



Banks - Number of Branches 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

N D  State-Ch a rtered Ban ks 258 257 261 

ND N at iona l-Cha rtered Ban ks 39 38 36 

ND N at iona l -Cha rte red Savi ngs Banks 35 37 37  

Out-of-State State-Cha rtered Banks 19 20 20 

Out-of-State Nat iona l -Cha rtered Ba n ks 78 77 74 

Tota l 429 429 428 

There are 38 cred it un ions with branches in North Dakota . The nationa l  
charters are regu lated by the Nationa l  Cred it Un ion Adm in istrat ion (NCUA).  
The breakout is as fo l lows : 

265 

32 

37 

21 

72 

427 

Credit Un ions 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

N D  State-Cha rtered Credit U n ions 21 21 21 21 

ND N at iona l -Cha rtered Cred i t  Un ions  17  16  15  14 

Out-of-State State-Cha rtered Cred it U n ion s  2 2 2 3 

Tota l 40 39 38 38 

Cred it Un ions - Number of Branches 6/30/2015 6/30/2016 6/30/2017 6/30/2018 

ND State-Cha rtered Credit U n ions 93 94 96 

ND N at iona l -Cha rtered Credit Un ions  25  24 18 

Out-of-State State-Cha rtered Credit U n ions  1 1 1 

Tota l 119 119 115 

Below are the assessment formu las for our banks and cred it un ions .  
As stated i n  my test imony, these a re set by the State Ban king  Board and 
State Cred it Un ion Board .  The assessment is based on the i nstitut ion 's  asset 
size ,  wh ich is consistent with the assessment ca lcu lat ions of our  federa l  
counterparts . If the assessment ca lcu lat ion is i n  excess of appropriated 
expenses, the banks and cred it un ions receive a rebate . 

103 

17 

1 

121 



Bank Size Assessment 

Assets no more than  $5 m i l l ion  $750 p l u s  (0 .0001 x Assets) 

Assets over $5 m i l l ion and no more tha n $ 10 m i l l i o n  $ 1,250 p l u s  (0 .00016 x Assets ove r $5  m i l l i on )  

Assets over $10 m i l l i on  and  no more than  $15  m i l l i on  $2 ,200 p l u s  (0.0002 15 x Assets ove r $ 10 m i l l i on )  

Assets over $15 m i l l ion  and  no more tha n $50 m i l l io n  $3,400 p l u s  (0.00022 x Assets over $ 15 m i l l i on )  

Assets ove r $50 m i l l i on  and  no more than  $90 m i l l i on  $ 1 1, 150 p l u s  (0 .000195 x Assets ove r $50 m i l l i on )  

Assets ove r $90 m i l l i on  $ 18,950 p l u s  (0 .000125 x Assets ove r $90 m i l l i on )  

Cred it Un ion Size Assessment 
Assets no more than $20 m i l l i o n  $0 .00 p l u s  ( . 268 pe r  $ 1,000 i n  excess of $0.00) 

Assets over $20 m i l l i on  and no more than $45 m i l l i on  $5 . 360 p l us  ( . 264 per $ 1,000 i n  excess of $20 m i l l i on )  

Assets over $45  m i l l ion  and  no more than  $ 100 m i l l i on  $ 1 1,960 p l us  ( . 252  per $ 1,000 i n  excess of  $45  m i l l i o n )  

Assets over $ 100 m i l l i on and  no more than  $250  m i l l io n  $25,820 p l us  ( . 240 pe r  $ 1,000 i n  excess o f  $ 100 m i l l i o n )  

Assets over $250 m i l l i on $61,820 p lus ( . 234 per $ 1,000 i n  excess of $250 m i l l i o n )  

Please let me know if I can provide further i nformation ,  and I welcome 

any add it iona l  questions you may have . 



Prepared by the North Dakota Bankers Association, 
the Independent Community Banks of North Dakota 

and the Credit Union Association of the Dakotas 
for the Senate Appropriations Committee 

March 1, 2019 

PROPOSED AMENDMENTS TO HOUSE BI LL NO. 1008 

Page 1, replace lines 9 through 15 with: 

Adjustments or 

Base Level Enhancements Am2ro12riation 

Salaries and wages $6,813,840 $182,802 $6,996,642 

Operating expenses 1, 576,072 417,145 1,993,217 

Contingency 20,000 Q 20,000 

Total special funds $8,409,912 $699,947 $9,009,859 

Full-time equivalent positions 30.00 1.00 31.00 

Renumber accordingly 

Note: The purpose of the amendment is to add $300,000 to the department's operating line, 
restoring it to the 2015/2017 biennium level. 
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Prepared by the North Dakota Bankers Association, f I the Independent Community Banks of North Dakota 
and the Credit Union Association of the Dakotas 

for the Senate Appropriations Committee 
March 1, 2019 

PROPOSED AME NDME NTS TO HOUSE BILL NO. 1008 

Page 1, replace lines 9 through 1 5  with: 

Adjustments or 

Base Level Enhancements A1212ro12riation 

Salaries and wages $6,813,840 $182,802' · $6,996,642 

Operating expenses 1, 576,072 417 ,145 ' 1 ,993,217 

Contingency 20,000 Q 20,000 

Total special funds $8,409,912 $�99,947 $9,009,859 

Full-time equivalent positions 30.00 1.00 31.00 

Renumber accordingly 

Note: The purpose of the amendment is to add $300,000 to the department's operating line, 
restoring it to the 2015/2017 biennium level . 
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Prepared by the Legislative Council staff for / O 0 19.0196.02002 

Title. Senator Krebsbach 
Fiscal No. 2 April 3, 2019 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1008 

Page 1, replace lines 11 through 15 with: 

"Salaries and wages 
Operating expenses 
Contingency 
Total special funds 
Full-time equivalent positions 

Page 1, replace lines 20 and 21 with: 

"Website redesign 
Total special funds 

Renumber accordingly 

$6,813,840 
1,576,072 

20,000 
$8,409,912 

30.00 

STATEMENT OF PURPOSE OF AMENDMENT: 

$208,815 
517,145 

Q 
$725,960 

1.00 

� 
$0 

House Bill No. 1008 - Department of Financial Institutions - Senate Action 

Base 
Budget 

Salaries and wages $6,81 3,840 
Operating expenses 1 ,576,072 
Contingency 20,000 

Total all funds $8,409,9 12  
Less estimated income 8,409,91 2 
General fund $0 

House 
Version 
$6,996,642 
1 ,693,2 17  

20,000 

$8,709,859 
8 ,709,859 

$0 

Senate 
Changes 

$26,01 3  
400,000 

$426 ,0 13  
426,0 13  

$0 

Senate 
Version 
$7,022,655 
2,093 ,21 7 

20,000 

$9, 1 35,872 
9 , 1 35,872 

$0 

FTE 30.00 31 .00 0.00 31 .00 

Department 413 - Department of Financial Institutions - Detail of Senate Changes 

Adjusts Increases 
Funding for Funding for Adds Funding 

Salary Operating for Website 
lncreases1 Expenses' Redesign' 

Total Senate 
Changes 

Salaries and wages $26,0 13  $26 ,0 1 3  
Operating expenses $300 ,000 $1 00,000 400,000 
Contingency 

Total all funds $26,0 13  $300 ,000 $1 00,000 $426 ,0 1 3  
Less estimated income 26,01 3 300,000 1 00 000 426 ,0 1 3  
General fund $0 $0 $0 $0 

FTE 0,00 0.00 0,00 0.00 

$7,022,655 
2,093,217 

20,000 
$9,135,872 

31.00" 

$451,305 
$451,305" 

1 Funding is added to provide for employee salary increases of 2 percent on July 1, 2019, with a minimum monthly 
increase of $120 and a maximum monthly increase of $200, and an increase of 2.5 percent on July 1, 2020 . The 
House provided funding for salary increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020 . 

2 Funding for operating expenses is increased to provide a total of $1,993,217. The House included total funding for 
operating expenses of $1,693,217. 

3 The Senate increased one-time funding by $100,000, from $351,305 to $451,305, to continue the department's 
website redesign project started during the 2017-19 biennium . The House version included one-time funding of 
$351,305. 

Page No. 1 19.0196.02002 
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De p artme nt of F i nan c i al I nst itut io ns - Bu d get No. 413 
House B ill No. 1008 
B ase Level Fu nd i ng Ch anges 

House Version 

FTE 
Position 

30.00 

General 
Fund 

Other 
Funds 

201 9-21 Bienn ium Base Level 

201 9-21 Ongoing Funding Changes 
Base payrol l  changes 
Salary increase 
Health insurance increase 
Retirement contribution increase 
Adds 1 FTE cybersecurity/money transmitter examiner 
Increases funding for cred it un ion examiner 
Adjusts operating expenses 
Total ongoing funding changes 

One-time funding items 
Adds funding for webs ite redesign 
Total one-time funding changes 

Total Changes to Base Level Funding 

201 9-21 Total Funding 

1 .00 

1 .00 

0 .00 

1 .00 

31 .00 

$0 $8,409,91 2 

($323,842) 
1 73,761 
1 38 ,324 

254 ,559 

(294 ,1 60) 
$0 ($51 , 358) 

$351 , 305 
$0 $351 , 305 

$0 $299 ,947 

$0 $8 ,709 ,859 

Other Sections for Department of Financial I nstitutions - Budget No. 41 3 

House Version 

Line item transfers No other sections included in the House vers ion .  

Appropriation - Add itonal  federal funds or other funds 

Exemption - Website redes ign project 

Total 

$8,409,91 2 

($323,842) 
1 73, 761 
1 38 ,324 

0 
254,559 

0 
(294 , 1 60) 
($51 , 358) 

$351 ,305 
$351 ,305 

$299 ,947 

$8 ,709 ,859 

([) 

FTE 
Position 

30.00 

1 .00 

1 .00 

0.00 

1 .00 

31 .00 

Senate Version 

General 
Fund 

$0 

$0 

$0 

$0 

$0 

Other 
Funds 

$8,409 ,91 2 

($323,842) 
1 99 , 774 
1 38 ,324 

254,559 

5 ,840 
$274,655 

$451 ,305 
$451 ,305 

$725 ,960 

$9,1 35 ,872 

Senate Version 

No other sections inc luded in  the House version . 

Total 

$8,409,91 2 

($323,842) 
1 99 ,774 
1 38 ,324 

0 
254 ,559 

0 
5 ,840 

$274 ,655 

$451 ,305 
$451 ,305 

$725,960 

$9 ,1 35 ,872 

Senate Changes to House Version 
I ncrease (Decrease) - House Version 

FTE 
Positions 

0.00 

0.00 

0.00 

0.00 

0.00 

General Other 
Fund Funds 

$0 $0 

26 ,01 3 

300,000 
$0 $326,01 3 

$1 00,000 
$0 $1 00,000 

$0 $426 ,01 3 

$0 $426 ,01 3 

Total 

$0 

$0 
26 ,01 3 

0 
0 
0 
0 

300, 000 
$326,01 3 

$1 00,000 
$1 00,000 

$426 ,01 3 

$426,01 3 
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