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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible; Att. #2, 3-Hullet; Att. #4-Ament  

 
Vice-Chairman Fors: Called the hearing to order and recognized Senator Schaible. 
 
Senator Schaible: See Attachment #1.  
 
Senator Rust: Could we get a section by section summary of the bill? 
 

(14:43) Vice-Chairman Fors: Any others that wish to support SB 2214? 

 

(15:08) Eric Hardmeyer, President of the North Dakota: We are in support of this as we have 

been administrating the SCALF program.  
 

Chairman Schaible: Could you explain to the committee the gap scholarship that we created using 

BND money that you loaned out money from your assets and explain that a little bit.  
 

Eric Hardmeyer: Back in 2015, as money was starting to dry up a little bit and so Senate leadership 

came to BND and asked if the BND could step in and provide funding on a gap type basis until this 
measure is passed. BND sat down with leadership and devised a way the BND could provide directing 
for school construction. The limit was set at $250,000,000 and we ended up funding $123,000,000. 
The buy down Senator Schaible is talking about is the difference between the market rate of interest 
vs. what the schools should pay. Now the schools are paying two percent as part of the SCALF. What 
we wanted to do was to make a consistent interest rate that schools would pay either from the BND 
or the SCALF fund. We agreed to provide funding up to $250,000,000 at five percent-that the BND 
would yield five percent on those loans, but we would buy the percent down to two percent so the 
schools would pay two percent consistent with the funding in the SCALF program. We wanted it to 
be transparent and equal if you were borrowing from SCALF or BND. BND provided that buy down 
differential (the interest rate difference from five to two percent) as part of our earnings or capital 
transfers that came out of the BND capital. That was $6,000,000 last biennium and proposed to be 
$5,000,000 this biennium as those loans work down from $123,000,000 down to $83,000,000 it takes 
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less money to buy those down. The intent was that this was going to provide gap financing until the 
bigger issue was resolved with the measure that was passed allowing some of the money in the 
foundation aid to be utilized. Mr. Chairman, does that answer that question? 
 

Chairman Schaible: One other question: The schools that took advantage of the program during 
that gap period, we can only guarantee the money for ten years.  
 

Eric Hardmeyer: Yes, that is correct. What we committed to the legislature is that we would put 

that five percent rate out there for 10 years knowing that these loans could possibly have a different 
interest rate depending on the interest rate climate at the time. Understanding also, the schools are 
subject to getting funding for the buy down so they can continue to pay too. It made them a little 
nervous and that interest rate gets reset in the year 2025. They are saying for us as a school district, 
does that mean the two percent that we pay does that go up? They have a real interest in seeing that 
they have some commitment to paying two percent in the long term. That was the idea that BND gets 
paid out of this and those loans revert to the SCALF fund and therefore taking away the school’s 
uncertainty of what happens in 2025 with the interest rate.  
 

Chairman Schaible: So this bill does that? Example of Carrington, which is the one that is really 

worried, they are guaranteed until 2025, but have a 20year commitment and if this passes, they will 
be absorbed into the SCALF fund and we will be paying off the BND. 
 

(21:47) Eric Hardmeyer: Yes. The other thing that changes with the bill, is that the BND paying the 

interest buy down, from five to two percent, instead of coming out of the BNDs capital, it comes out 
of the foundation aid which was more appropriate anyways.  
 

Chairman Schaible: In theory, right now, this bill asks for $30,000,000 out of the foundation aid, 

but it goes down so much so eventually, it will be down to just $25,000,000 infusions. Other 
questions? Thank you.  
 

Kelvin Hullet: See Attachment #2, #3. Over the past six months, we have been working with the 

public finance agency and the other bound councils associated with the Industrial Commission and 
the BND to figure out how this works. You will see in the bill you have before you, we will propose 
some amendments to you directly related to how we would implement a bonding mechanism to move 
this forward. Starting on page two, when you look at lines 23 through 32 and following on to page 
three, you’ll see that is actually the language that implements the bond mechanism. This will be an 
appropriations bond that DeAnn will explain to you. If you flip back to page five- an outline of how we 
will make the payment on the bond. Each biennium the public finance authority will request from the 
assembly an appropriation to make the payment on this bond that we are proposing. On page six, as 
Eric referenced, you will see there is a date change at the top. Instead of sun setting, the BND 
program fully in 2023, we moved that date out to 2038, allowing us to do the buy down for those 
school districts through the term of those loans that we have on our books. On page seven, you will 
see on line 25 and 26, as Eric noted, we have made an amendment as the buy down is $5,000,000 
per biennium currently, so you can see we have proposed to move that from $4,000,000 to 
$5,000,000 over the course of the next biennium, a course to be re-evaluated based on what our 
need would be in the following biennium as the Chairman indicated that number will continue to come 
down. We have not put into the bill is the cap that we currently have in place in legislation related to 
school construction. Today that cap is at $10 million. Our total appropriation that we have each year 
is $30 million, so we have $60 million a biennium that we can provide out in new school construction 
loans. If we anticipate that we are going to move forward with the bond and we have more money 
available we will have about $86 million a biennium, so we will have more money available. The 
question for the policy is what would you like the cap to be? Would you like the cap to be 15 to 25 – 
that will be a policy decision that the legislature will make to provide direction on the program. There 
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is one more slide in the back of your packet. It is a little easier to read than the previous slide. We 
worked with OMB on to determine what is the foundation aid stabilization transfer look like over the 
period the next couple of biennia? As you can see, in the next two biennia, there would be $155-$156 
million, roughly, and then $133 million that could be appropriated if we take that bond amount out, 
you can see what the net is for appropriation in those green numbers which would be $131 million 
this biennium and $108 million next biennium. To give you some insight into how the numbers would 
playout if you move forward with this plan.  
 

(28:04) DeAnn Ament, Exec. Director. ND Public Finance Authority: See Attachment #4. The 

bonding process is explained on page ten of the attachment.  
 

Chairman Schaible: If you have too much bonding going on, does that affect your debt ratio or 

how much debt you can carry over and starts to affect the interest rate? 
 

DeAnn Ament: It can. At this point in time every comparison on a national basis, ND is in the bottom 

– we are the lowest net taxable debt, we are one of the lowest (bottom five), so there is a lot of room 
for the state of ND to issue debt and not have any impact on that.  
 

Chairman Schaible: So we are one of the best for financial outlook? 

 

DeAnn Ament: Actually in December both Moodys and Standard and Poors looked at our ratings 

– they do that annually – and Moodys put our outlook to stable. That has helped the state with the 
rebound of the energy sector.  
 

Chairman Schaible: Other questions. Thank you.  Let’s go with other testimony in favor of the bill.  

 
Karlene Fine: Exec. Director of the Industrial Commission: I just wanted to note for you that in 
the information that DeAnn handed out there is some information on page four about the rating scales 
so you can get that kind of information. On page five, some of those page numbers came off, but it 
shows the net supported that she provided you with. Within the document we put together all the 
proposed bonding that is in this session. That is on page six. That is there to do some comparisons.  
 

Chairman Schaible: Other questions. Thank you. Other agency testimony. Kelvin, could you return 

to the podium? The question I have is: We are proposing $25 million into the foundation aid 
stabilization fund for years up to 2035. 
 
Kelvin Hullet: We have run two different scenarios – under the first scenario, the one you have before 
you – it would be a $25 million payment for 30 years or 15 biennia that would give us about $200 
million that we could influx into the fund. We also ran a scenario where we had a 20year bond or 10 
biennia that allowed about $160 million to $170 million that we could invlux into the construction fund. 
Back to the policy question for the committee – Do you want to commit for 20 years and have a slightly 
lower number or 30 years and have that higher number to put into the fund at this point.  
 

Chairman Schaible: We can’t designate future legislation, we can only suggest, so what happens 

if at some point they say that is enough?  
 

Kelvin Hullet: Mr. Chairman, I would refer that back to DeAnn. You would be obligating the state 

on a longer term basis and I would turn for her to answer that question.  
 

DeAnn Ament: Really, if the legislative assembly would not appropriate the funds to repay the 

bonds, that would be devastating to the state of ND’s bond rating. Any future bonds could safely be 
considered junk.  
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Chairman Schaible: So, as strongly as we can, we are suggesting that we do a twenty or thirty-

year commitment out of foundation aid stabilization fund. I wanted to make that clear to these 
legislators.  
 

Karlene Fine: I just want to point out that we have done appropriations bonds before – The ND 

building authority that has been on the books since the 80s – we have done that, we’ve done 
construction projects all across the state of ND. This is not a new concept, but the funding source, 
coming from the foundation aid stabilization is different. The amendment is not a debt of the state, it 
is an appropriation bond and so that is what the bond buyer is looking at. 
 

Chairman Schaible: Any testimony in opposition. Seeing none, the hearing for SB 2214 is closed.  
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 
 

Minutes:                                                 Att. #1-LC-19.0425.01001 

 
Senator Rust introduced the amendment to SB 2214. See Att. # 1. 
 
Discussion regarding what the wording on the amendment meant and if the wording was 
what was intended in the amendment. It was decided to seek additional input from the 
Legislative Council. 
 
Discussion closed on the bill. 
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Rust(19.0425.01002) 

 
Chairman Schaible: Committee, let’s look at SB 2214, School Construction. Senator Rust 
has an amendment to pass out.  
 
Senator Rust: See Attachment #1. This has to do with the pecking order for schools that 
want to borrow money for school construction projects. Upon talking with the BND, we looked 
at this amendment and made one change. The change was trying to get this open to more 
schools. There is $43 million available per year of the biennium. If you go with $15 million, 
you have three. The idea is to go to $10 million. The maximum amount was at $15 million 
and we went back to $10 million for a bond issue. A school may borrow an additional $10 
million if they exceed that $10 million threshold – subject to availability funds. According to 
the BND, it is. We fund schools – as many applications as we can. Now if there is money left 
over, you can get an extra $10 million – but, not until we fund the apps we get. So, if we get 
$43 million per year, you get three apps, $30 million. Now there is money left over and one 
of those schools could actually get another $10 million. Let’s suppose you get $43 million 
and you get five apps. Not enough money to go around and they wouldn’t get an extra $10 
million because there is no money available. That is the way it is administered. 
 
Chairman Schaible: Questions or discussion. 
 
Senator Rust: I move to adopt amendment 19.0425.01002. 
 
Vice-Chairman Fors: Second. 
 
Roll Call vote taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Amendment 19.0425.01002 adopted. 
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Davison moves Do Pass as Amended SB 2214 and refer to Appropriations. 
 
Second by Rust. 
 
Roll Call taken: 7 Yeas; 0 Nays, 0 Absent. 
 
Motion Carries. 
 
Schaible will carry the bill. 
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible(19.0425.01003) 

 
Chairman Schaible: Committee, we are going to look at SB 2214. That bill had already been 
passed out of committee, but there is some language that it was suggested needed fixing. I 
spoke with Appropriations and they said it would be best to do it here rather than try to do it 
there. 
 
Senator Davison: I move to reconsider SB 2214. 
 
Senator Rust: Second. 
 
Chairman Schaible: Those are the original mover and second. 
 
Roll Call vote: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion to Reconsider SB 2214 is passes.  
 
Chairman Schaible: I have passed out the amendment (19.0425.0100).   
 
Kelvin Hueltt, BND: You have a series of amendments before you. We have been working 
with a bond counsel. There are three bills within the legislative session, so we are trying to 
get all the language standardized across the bills so that we all have consistent 
understanding of what we are doing. I will explain the bills and how the funds get into the 
School Construction Assisting Fund and how we will be able to guarantee the 2% interest 
rate for the schools.  
 
Chairman Schaible: Other questions.  
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Motion by Rust to approve amendment 19.0425.01003. 
 
Second by Davison. 
 
Roll Call taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion to adopt the amendment passes. 
 
Do Pass as Amended SB 2214 and refer to Appropriations. By Rust, second by 
Davison. 
 
Roll Call taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion carries. 
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Title.02000 

Prepared by the Legislative Council staff for 
Senator Rust 

f 
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2214 ..... V 
Page 1, line 3, remove the second "and" 

Page 1, line 3, after "15.1-36-06" insert ", and 15.1-36-08" 

Page 7, after line 23, insert: 

"SECTION 6. AMENDMENT. Section 15.1-36-08 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-36-08. School construction assistance revolving loan fund - Bank of 
North Dakota - School construction projects - Continuing appropriation. 

1. The school construction assistance revolving loan fund is a special 
revolving loan fund administered by the Bank of North Dakota. The fund 
consists of all moneys appropriated or transferred to the fund by the 
legislative assembly, all interest or other earnings of the fund, and all 
repayments of loans made from the fund. 

2. Moneys in the fund, interest upon the moneys in the fund, and payments to 
the fund of principal and interest are appropriated to the Bank of North 
Dakota on a continuing basis for the purpose of providing low-interest 
school construction loans and for paying administrative costs, in 
accordance with this section. 

3. To be eligible for a loan under this section, the board of a school district 
shall: 

a. Propose a new construction or remodeling project with a cost of at 
least one million dollars and an expected utilization of at least thirty 
years; 

b. Obtain the approval of the superintendent of public instruction for the 
project under section 15.1-36-01; 

c. (1) Publish in the official newspaper of the district the information 
regarding the proposed estimated additional millage and the 
dollar increase per one thousand dollars of taxable valuation in 
accordance with section 21-03-13 along with the notice of the 
election to authorize the school construction bond issuance in 
accordance with section 21-03-12; and 

(2) Post the information on the school district's website preceding 
the date of the election to authorize the school construction 
bond issuance in accordance with chapter 21-03; 

d. Receive authorization for a bond issue in accordance with chapter 
21-03; and 

e. Submit a completed application to the Bank of North Dakota. 
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4. The superintendent of public instruction shall review loan applications 
based on a prioritization system that includes a review of all applications 
filed during the twelve-month period preceding April first and gives 
consideration to: 

a. Student occupancy and academic needs in the district; 

b. The age of existing structures to be replaced or remodeled; 

c. Building design proposals that are based on safety and vulnerability 
assessments; 

d. Community support; 

e. Cost; and 

f. Any other criteria established by the superintendent of public 
instruction, after consultation with an interim committee appointed by 
the legislative management. 

5. If the superintendent of public instruction approves the loan, the Bank of 
North Dakota shall issue a loan from the school construction assistance 
revolving loan fund. For a loan made under this section: 

a. The maximum loan amount for which a school district may qualify is 
ten million dollars for a bond issued pursuant to chapter 21-03, except 
a school district may borrow an additional ten million dollars from the 
fund for projects that exceed the ten million dollar threshold, subject to 
the availability of funds in the school construction assistance revolving 
loan fund. However, if a school district's unobligated general fund 
balance on the preceding June thirtieth exceeds the limitation under 
section 15.1-27-35.3, the loan amount under this section may not 
exceed eighty percent of the project's cost up to a maximum loan 
amount of eight million dollars; 

b. The term of the loan is twenty years, unless the board of the school 
district requests a shorter term in the written loan application; and 

c. The interest rate of the loan may not exceed two percent per year. 

6. The Bank may adopt policies and establish guidelines to administer this 
loan program in accordance with this section. The Bank of North Dakota 
may use a portion of the interest paid on the outstanding loans as a 
servicing fee to pay for administration costs which may not exceed 
one-half of one percent of the amount of the interest payment. The Bank of 
North Dakota shall deposit principal and interest payments made by school 
districts for loans under this section in the school construction assistance 
revolving loan fund. The Bank of North Dakota shall arrange for the 
conduct of an annual audit of the school construction assistance revolving 
loan fund, the cost of which must be paid from the fund and which must be 
conducted by an independent accounting firm." 

Renumber accordingly 
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Title. 

Prepared by the Legislative Council staff for 
Senator Schaible 

February 4, 2019 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2214 

Page 1, line 2, remove "subdivision c of subsection 5 of" 

Page 1 , line 3, remove "section 6-09.4-03 and" 

Page 1 , line 4, remove "public finance agency definitions," 

Page 1, line 5, after the second semicolon insert "and" 

Page 1, line 6, remove "; to provide an effective date; and to declare an emergency" 

Page 1, remove lines 8 through 13 

Page 2, line 15, after "lend" insert "or transfer" 

Page 2, line 23, after "15.1-36-08" insert ". Bonds issued for this purpose are payable in each 
biennium solely from amounts that the legislative assembly may appropriate for debt 
service for any biennium or from a reserve fund established for the bonds, and nothing 
in this section may be construed to require the state to appropriate funds sufficient to 
make debt service payments with respect to the bonds or replenish a related reserve 
fund. The bonds are not a debt of the Bank of North Dakota or the state, and the full 
faith, credit, and taxing powers of the state are not pledged to the payment of the 
bonds. The obligation of the public finance authority with respect to the bonds shall 
terminate and the bonds shall no longer be outstanding as of the date appropriated 
funds and reserves are not sufficient to pay debt service on the bonds. In addition to 
providing funds for transfers to the department of transportation, the public finance 
authority may use the bond proceeds to pay the costs of issuance of the bonds and 
establish a reserve fund for the bonds" 

Page 7, line 26, replace "$4,000,000" with "$5,000,000" 

Page 8, replace lines 4 and 5 with: 

"SECTION 7. APPROPRIATION - FOUNDATION AID STABILIZATION FUND. 
There is appropriated out of any moneys in the foundation aid stabilization fund in the 
state treasury, not otherwise appropriated, the sum of $25,000,000, or so much of the 
sum as may be necessary, to the public finance authority for the purpose of debt 
service repayments associated with bonds issued to support the school construction 
assistance revolving loan fund, for the biennium beginning July 1, 2019, and ending 
June 30, 2021." 

Renumber accordingly 
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Prepared by the Legislative Council staff for 
Senate Education Committee 

February 4, 2019 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2214 

Page 1, line 2, remove "subdivision c of subsection 5 of' 

Page 1, line 3, remove "section 6-09.4-03 and" 

Page 1, line 4, remove "public finance agency definitions, "  

Page 1, line 6 ,  replace "to provide an effective date; and to declare an emergency" with "and to 
provide an appropriation" 

Page 1, remove lines 8 through 13 

Page 2, line 15, after "lend" insert "or transfer" 

Page 2, line 23, after "15.1-36-08" insert ". Bonds issued for this purpose are payable in each 
biennium solely from amounts the legislative assembly may appropriate for debt 
service for any biennium or from a reserve fund established for the bonds. This section 
may not be construed to require the state to appropriate funds sufficient to make debt 
service payments with respect to the bonds or replenish a related reserve fund. The 
bonds are not a debt of the Bank of North Dakota or the state, and the full faith, credit, 
and taxing powers of the state are not pledged to the payment of the bonds. Upon the 
date appropriated funds and reserves are no longer sufficient to pay debt service on 
the bonds, the obligation of the public finance authority terminates and the bonds are 
no longer outstanding. In addition to providing funds for transfers to the department of 
transportation, the public finance authority may use the bond proceeds to pay the costs 
of issuance of the bonds and establish a reserve fund for the bonds" 

Page 7, line 26, replace "$4,000,000" with "$5,000,000" 

Page 8, replace lines 4 and 5 with: 

"SECTION 7. APPROPRIATION - FOUNDATION AID STABILIZATION FUND. 
There is appropriated out of any moneys in the foundation aid stabilization fund in the 
state treasury, not otherwise appropriated, the sum of $25,000,000, or so much of the 
sum as may be necessary, to the public finance authority for the purpose of debt 
service repayments associated with bonds issued to support the school construction 
assistance revolving loan fund, for the biennium beginning July 1, 2019, and ending 
June 30, 2021." 

Renumber accordingly 
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Insert LC: 19.0425.01004 Title: 03000 

REPORT OF STANDING COMMITTEE 
SB 2214: Education Committee (Sen. Schaible, Chairman) recommends AMENDMENTS 

AS FOLLOWS and when so amended, recommends DO PASS (7 YEAS, 0 NAYS, 
0 ABSENT AND NOT VOTING). SB 2214 was placed on the Sixth order on the 
calendar. 

Page 1, line 2, remove "subdivision c of subsection 5 of' 

Page 1, line 3, remove "section 6-09.4-03 and" 

Page 1, line 4, remove "public finance agency definitions," 

Page 1, line 6, replace "to provide an effective date; and to declare an emergency" with "and 
to provide an appropriation" 

Page 1, remove lines 8 through 13 

Page 2, line 15, after "lend" insert "or transfer'' 

Page 2, line 23, after "15.1-36-08" insert ". Bonds issued for this purpose are payable in 
each biennium solely from amounts the legislative assembly may appropriate for 
debt service for any biennium or from a reserve fund established for the bonds. This 
section may not be construed to require the state to appropriate funds sufficient to 
make debt service payments with respect to the bonds or replenish a related reserve 
fund. The bonds are not a debt of the Bank of North Dakota or the state, and the full 
faith, credit. and taxing powers of the state are not pledged to the payment of the 
bonds. Upon the date appropriated funds and reserves are no longer sufficient to pay 
debt service on the bonds, the obligation of the public finance authority terminates 
and the bonds are no longer outstanding. In addition to providing funds for transfers 
to the department of transportation, the public finance authority may use the bond 
proceeds to pay the costs of issuance of the bonds and establish a reserve fund for 
the bonds" 

Page 7, line 26, replace "$4,000,000" with "$5,000,000" 

Page 8, replace lines 4 and 5 with: 

"SECTION 7. APPROPRIATION - FOUNDATION AID STABILIZATION 
FUND. There is appropriated out of any moneys in the foundation aid stabilization 
fund in the state treasury, not otherwise appropriated, the sum of $25,000,000, or so 
much of the sum as may be necessary, to the public finance authority for the purpose 
of debt service repayments associated with bonds issued to support the school 
construction assistance revolving loan fund, for the biennium beginning July 1, 2019, 
and ending June 30, 2021." 

Renumber accordingly 
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Education Committee 
Coteau A Room, State Capitol 
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33558 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Bev Monroe 

 

Explanation or reason for introduction of bill/resolution: 
A bill relating to debt service payments; relating to borrowing and lending authority, reserve 
funds and school construction loans; to authorize the use of funds; to provide a bond 
issuance limitation; and to provide an appropriation 
 

Minutes:                                                 Attachment 1, 2 

 
Chairman Owens:   Opened the hearing on SB 2214. 
 
Sen. Don Schaible: (Attachment 1) There is an amendment that the Bank of North Dakota 
will be offering which I am in full support of.  It does propose some cleanup language.  The 
other thing it does for this is that if there is money left over in a year, they could go up to a 
$20M loan.  If they go through the priority list of who needs the loans and we have more 
money than schools, a school can then apply for a $20M loan and that would be given to that 
school.  That is only available if there is money left over.  We have heard a lot that some of 
our larger school in some of our higher areas that this helps, but they need a little more help. 
Part of the amendment also suggested that if we don’t need the money right away it helps 
the financing structure and provides a better transferring of how we want to do this. 
 
Chairman Owens:  Any further questions from the committee? 
 
Kelvin Hullet, Marketing Director, Bank of North Dakota: (Attachment 2) I’m here today 
with two purposes.  One is to answer any technical questions that you might have related to 
the current SCALF program or what we anticipate implementing if this bill were to pass.  The 
second is we do have some cleanup amendments that we are providing to you.  End 20:10  
 
Chairman Owens:  Any questions from the committee?  We’re still working on this 75/75/75, 
this is just an alternative based on what we have done and what we are doing now.  We are 
still growing what we are calling a split dollar plan? 
 
Kelvin Hullet:  Yes.  With this alternative, instead of doing the 75 three times, what we are 
going to do is utilize the $25M bond against that, do the capital influx and utilize that for the 
projects going out.  We are going to disconnect the repayment of the bond from how we 
utilize the funds.  At some point we will have that curve.  End 21:10 
 



House Education Committee  
SB 2214 
3-12-19 
Page 2  
   

Chairman Owens: ‘The bonds are not a debt of the Bank of North Dakota or the state, and 
the full faith, credit, and taxing powers of the state are not pledged to the payment of the 
bonds.  Upon the date appropriated funds and reserves are no longer sufficient to pay debt 
service on the bonds, the obligation of the public finance authority terminates and the bonds 
are no longer outstanding.’  Will that not have an effect on the bond’s ratings?   
 
Kelvin Hullet:  Yes that would.   What is proposed in this bill and when you look at the 
language, this is an appropriation bond.  There are bonds that can be issued by the state.  
There are the revenue bonds that we use for a variety of things related to some of the higher 
education projects.  General obligation bonds are a bond that is an obligation of the state 
that is limited by the constitution to $2M; it’s all of the general obligation bonds that we can 
issue as a state and this is what is considered an appropriation bond.  This would go to 
market with the idea that the legislature will appropriate the idea that the legislature will 
appropriate the funding for this bond over the course of the term.  If the state were to default 
on this bond, it would impact the credit rating of the state. 
 
Chairman Owens:  With the different types of bonds, you were referring to the requirement 
of one-half of one percent limit on bonding, and that was the general revenue bond? 
 
Kelvin Hullet:  In the Constitution, the State of North Dakota may only issue up to $2M in 
general obligation bonds.  It can go higher than that if it pledges the assets of the Bank of 
North Dakota and a couple other things.  The ability to utilize the general obligation bonds is 
very limited.  Appropriation bonds are what the state has used for a variety of projects 
including higher education over the course of time.  It is a mechanism to allow the state 
legislature to appropriate the funding for the payment on an ongoing basis.  It would be very 
similar to what you see in the higher ed bill that is proposed this session for $151M using the 
sales tax as a repayment. 
 
Chairman Owens:  Is that what we did for the Heritage Center? 
 
Rep. Pat D. Heinert:  On top of page 9 of your proposed amendment talking about the $10M 
and the option to go to $20M, the way this is written sounds different to me than how Sen. 
Schaible presented it. 
 
Kelvin Hullet: I would let the chairman clarify if he would like to, but I believe that when we 
worked together on the amendment that was the intent that we would have a $10M cap.  If 
we have extra money, then we could do another $10M to that specific school district to get 
to a total of $20M for an individual school. 
 
Rep. Pat D. Heinert:  When is that decision going to be made?  It sounds like it would be 
after the first year of the biennium, so it would be in the second year of the biennium, but that 
isn’t really spelled out in here.  I’m thinking about school bond issues and they are going to 
come for $20M on day one. 
 

Kelvin Hullet:  The Department of Public Instruction is here and administer the program.  I 
would ask Don to answer that.  
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Don Williams, Assistant Director of School Finance and Organization, Department of 
Public Instruction:  The application process is a one-year increment, so April 1 of each 
year all student loan applications need to be in.  Those are capped at $10M.  My 
understanding of the amendment is – if we only receive a limited number of applications at 
that $10M dollar cap – if there is money left over we can revisit it based on our prioritization 
matrix.  Based on that we can look at funding additional projects past that $10M.     
 
Chairman Owens:  Anyone else in support of SB 2214? 
 
ElRoy Burkle, ND Small Organized Schools:  We support this construction program.  As 
a former superintendent I really like page 7 on version .03000, the interest rate on the loan 
under this section may not exceed 2%, and it’s for the duration of the loan is my 
understanding.   
 
Vice Chairman Cynthia Schreiber-Beck:  Any questions for Mr. Burkle?  Continue with 
support of SB 2214?   Any opposition?   Any neutral testimony?  We will close the hearing 
on SB 2214.       
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      Committee Clerk: Bev Monroe                   By: Elaine Stromme 

 

Explanation or reason for introduction of bill/resolution: 
Informational presentation 

Minutes:                                                 Attachment 1, 2 

 
Chairman Owens: Opened the Meeting on SB2214. 
 
Kelvin Hullet, Bank of North Dakota: (Attachment 1) Foundation Aid Stabilization – 
Bonding Concept to Support School Construction Revolving Loan Fund. The Sunset clause 
is for the buy down. We need $150,000,000 more now. 
 
Eric Hardmeyer, Bank of North Dakota: (Attachment 2) This is 2019-2021 Proposed 
Bonding. How we create revolving loan funds. 
 
DeAnn Ament, ND Public Finance Authority:  refers to (Attachment 1), page 9, 10, 11, 12, 
13, 14. On the slide of Common Bond Structures; and your question about General Obligation 
Bonds Verses Appropriation Bonds. We are talking about Appropriation Bonds; every 
session the Legislature has to authorize the bonds payment. This is the system used for 
many years, to build various building projects, from Universities, to Job Service, to the 
Correctional facilities. For the General Obligation Bonds for the state of North Dakota, there 
is a limitation of $2,000,000. We all know that won’t go very far. The other difference is that 
it is backed by the full faith and credit of the state, you have to make that payment, whether 
you have to raise some sort of tax or whatever you need to do. That is the big difference 
between a General Obligation and an Appropriation Bond. There is currently $7,000,000 of 
bonds outstanding, and their biannual payment will need to be approved by the legislature. 
There are no General Obligation Bonds outstanding at this time. Other types of Bonds are 
State Agency Revenue Bonds, these do not have the full faith and credit of the state. So the 
state would not be on the hook for these. You will see Housing Finance Authority; those are 
payable through the mortgages that are financed though the Housing Finance Agency. They 
have the largest amount with $1,000,000,000. outstanding. The next is the Public Finance 
Authority, we have two different programs that we issue bonds for, we have $500,000,000. 
Outstanding, we repay those with the State Revolving Fund Program that we issue bonds 
for. (That is for water and sewer projects) So cities come to our agency and borrow money  
and they use their water rates, sewer rates, sales tax, or special assessments to repay us. 
There is $1,000,000 outstanding for the student loan trust and $270,000,000 that the 
University System has outstanding. There is $1.7 Billion of revenue bonds outstanding. 
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Those payments are not coming from the legislature, they are coming from the University 
Systems, the mortgages, the home owners, and the cities. The net tax supported debt per 
capita shows North Dakota as coming in third to the last state at $133. per person. 
   
Rep. Hoverson: If this bill is passed it would move ND from $133 to $1296 per capita? 
 
DeAnn Ament: That would be all of the Appropriations Bonding. That would include the 
Building Authority, the Infrastructure fund, the Corridors of Commerce, and this SB2214. 
 
Rep. Hoverson: We are currently at $133 and if everything passes this biennium it would 
move that to $1296 per person?  
 
DeAnn Ament: Yes. 
 
Rep. Hoverson: Can Appropriation Bonds and General Obligation Bonds, be used for 
something other than construction? 
 
DeAnn Ament: There really aren’t any limitations to what they can be used for, these are 
the general norms of what they are used for. The General Obligation Bonds require a vote, 
whereas, the revenue bond does not require the city to vote. 
 
Rep. Heinert: In reference to the ratings, if all these proposed bills pass, would that affect 
our state rating at all from a double A 1? 
 
DeAnn Ament: No. If all of these bills pass we don’t anticipate that there would be any impact 
to the rating for our state. 30:05 
 
Rep. Mary Johnson: How do you see that if in 2020; they would put all of the earnings into 
the principle, and it takes a 2/3 vote for expenditures. How do you see this working with that?  
 
DeAnn Ament: The School Construction Assistance Loan Fund, (SCALF) isn’t tied to the 
Legacy Fund so that wouldn’t be a concern for what we are talking about.   
 
Chairman Owens: So the question is; does this require a 2/3 vote, I think is what you are 
saying, right? So this comes from earnings, this does not come out of the principle. To spend 
the principle, you need a 2/3 vote.   
 
Eric Hardmeyer: I would like to show you one slide that would be of interest to you. It is 
called Foundation Aid Stabilization Fund, if you look at this page, it really shows you the 
amount of debt that is required to pay this bond for this particular bill, verses what the gross 
transfer might be. The grey bar is the net afterwards. 35:37 
 
Chairman Owens: You talked about this was an alternative to the $75,000.000. plan. Are 
we are still continuing to build this $75,000,000 plan?  
 
Eric Hardmeyer: This would replace the need to put $75,000,000 in it for this biennium and 
the next, this would give it a shot of up to 200 to 250 which then would replace the need to 
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make continuing $75,000,000 appropriations. What you would need to do then is make a 
$25,000,000 bond payment out of there. 
 
Chairman Owens: Is that going to affect the earnings of the fund, because now instead of it 
perpetuating itself once it had the $75,000,000 now we are only putting in $25,000,000? 
 
Eric Hardmeyer: This bill really disconnects the payment of the bonds from the school 
repayment. So they are two different things.  
 
Eric Hardmeyer: (Attachment 1) pages 17, 18 
 
Rep. Brandy Pyle: Where do we get our funds for the Foundation Aid Stabilization? 
 
Eric Hardmeyer: I think that comes off of the tax revenue, 10% of the oil production tax. 
 
Rep. Pat D. Heinert: About the HCR 3035, have you looked at that? How does that change 
your thought process about what’s going on with these other ones? 
 
Kelvin Hullet: In looking at that proposed constitutional amendment; what it says is that the 
legislature would be required to provide a 2/3 vote to access the earnings or the principle of 
the Legacy Fund. First of all, this comes from Foundation and Stabilization. This would not 
be impacted by this constitutional amendment.  So if the legislature moves forward with 
appropriation bonds on those projects, right now the identified source of funds would be the 
Legacy Fund. However, should SB 2275 pass and bonds have been issued for the 
infrastructure revolving loan fund, then the Legislature would need to find another revenue 
source to pay those bonds. 
 
Chairman Owens: Any more questions? 
 
Rep. Ron Guggisberg: What is the total cost of all these interest buy downs that we do in 
the state? 
 
Kelvin Hullet: If you look at HB1014, which is the Industrial Commission Bill, and it has the 
Bank of North Dakota. You will see that we have proposed $36,000,000 in buy down for this 
biennium, and that includes our pace program, then we propose $5,000,000 in buy down 
from Foundation Aid Stabilization for school construction loans. So it’s about $41,000,000 for 
buy down programs, of which $36,000,000 would come from the Bank of North Dakota profits 
appropriated by the Legislature, and then $5,000,000 from Foundation Aid.   
 
Rep. Ron Guggisberg: How common is this in other states, to do these buy down programs 
for interest?  
 
Eric Hardmeyer: There is a couple of other states that do it, but no one does it like we do. 
The reason for that is that you have the Bank of North Dakota where you can take the 
appropriation from. It is an effort with a public private partnership that engages our local 
banks, they have to initiate the loan, also we can look at our pace programs. The local entities 
have to provide a share of the buy down. We have a factor every year, it is a 35 to 15% factor 
and depending on size and the number of economic inputs it makes a determination about 
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how much does a community have to put into the buy down program to access the state 
funding. So a bigger community would put more of their money in and use less of the state’s 
money. So Fargo, for instance, is a 65 - 35 community, so when we do the buy down they 
put in 65% and we put in 35%. 
 
Rep. Ron Guggisberg: So using 2% interest rate for a lot of these loans, is that a bit risky? 
Have you ever considered using the Federal Rate?  
 
Kelvin Hullet: Yes, there is two different ways to look at this; I will use school construction 
as the first example; so we have an on balance sheet and an off balance sheet program, the 
school construction assistance revolving loan fund and the infrastructure revolving loan fund 
or both balance sheet programs. So those are programs created by the legislature, they are 
funds that are created by the legislature and the Bank of North Dakota administers those 
funds on behalf of the legislature. Those funds do not count towards the Bank of North 
Dakotas balance sheet. These are separate funds that belong to the Legislature, and that is 
how come we can offer them at a 2% buy down rate.  (Attachment 1)    page 20 -- 23   Bond 
terminology.  
 
Eric Hardmeyer: Both of these bills will help the tax payer, and even out the construction 
loan process. 
 
Chairman Owens: Meeting adjourned.  
 
 
 



2019 HOUSE STANDING COMMITTEE MINUTES 

Education Committee 
Coteau A Room, State Capitol 

SB 2214 
3/20/2019 

34022 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Bev Monroe                   By: Elaine Stromme 

 

Explanation or reason for introduction of bill/resolution: A bill relating to debt service 
payments; relating to borrowing and lending authority, reserve funds and school 
construction loans; to authorize the use of funds; to provide a bond issuance limitation; and 
to provide an appropriation. 

 
Minutes:                                                   

 
Chairman Owens: Opened the Meeting on SB2214. 
We know we have some school construction needs out there, we also know that the bonding 
bill is not going to pass the house. Last session we had set up and agreed to 3 biennium at 
$75,000,000 to create the perpetual school construction loan program. We only did it once, 
so now what I am doing is I am returning to that with this amendment and putting in the 
second payment of the $75,000,000. There is one little change, because of the demand 
currently, I would like to make, if you look in there it says; revolving loan fund up to 
$250,000,000 must be used to repay the Bank of North Dakota. I would like to change that 
to $225,000,000 all this does is, there is no bonding in here, continues what we started last 
time about transferring $75,000,000 from The Foundation Aid Stabilization Fund, which is for 
schools, into a school construction revolving loan program that we set last time, with the first 
$75,000,000. The focus is to do $75,000,000 for 3 biennium’s, at that point the Bank as it 
keeps moving other construction loans through and we develop new ones it will start funding 
itself after that, as it grows it will create perpetual motion. Hopefully, we might decide to add 
money to it in the future. We are consolidating these programs. The bonding right now is an 
Appropriations Bond, not a General Obligations bond. 
 
Kevin Hullet, Market Manager for the Bank of North Dakota:  I am looking at the 
amendment. Last session we created the perpetual school construction loan program. We 
have on the Bank of North Dakota books about $83,000,000 remaining, that we are holding 
to utilize a buy down, to get to the 2%. We had requested over in our budget bill 1014, 
$5,000,000 to buy down those loans over this biennium, that $5,000,000 has been removed 
out of 1014 so there was $5,000,000 that was put into 2214 that would come from Foundation 
Aid to buy down those loans. So that would be a point of discussion that we need to have, is 
to buy down those loans in this interim, the legislature will have to make a determination if 
they are going to use $5,000,000 in earnings from the Bank of North Dakota or if we are 
going to utilize $5,000,000 of the $75,000,000 from the Foundation Aid Stabilization Fund. 
So right now that $5,000,000 is kind of nowhere. We would need to say that.  
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Chairman Owens: So you said you had $83,000,000 that is currently on the balance sheet, 
as you move those over will you eliminate the buy down because the loans are with you? 
 
Kevin Hullet: Yes 
 
Rep. Heinert: You made the comment that $25,000,000 in buy down would ultimately save 
the money in the buyback program. Would we not have that money to utilize for future buy 
backs? 
 
Kevin Hullet: So what happens is we have $83,000,000 of loans on our books, out to various 
school districts across the state. So if the Legislature says we are going to allow the Bank of 
North Dakota $20,000,000 to buy loans back into the school construction loan program. So 
we move them from our balance sheet into the program, that does a couple of things, number 
one that guarantees that those school districts are going to have the 2% interest rate out 
beyond 2025, which is one of their concerns. The second thing it does, is as we look at that 
buy down number, which is $5,000,000 for this biennium. As we move that $20,000,000 in 
the next biennium yes that $5,000,000 will become $3,000,000 or 4,000,000. Then if the 
legislature says we are going to appropriate $75,000,000 in the next biennium we could do 
the $20,000,000 again, but then we would only need $3,500,000 for the buy down. So the 
buy down number will go down as we move through the biennium’s. 
 
Rep. Zubke: So how do you know which loans to pick? By age?  
 
Kevin Hulet: Yes, we have worked out a schedule, and have a whole spread sheet we put 
together, some of it is based on size, so we are bringing in as many as we can with that 
number. Some of it is based on when we issued the loan. We have a whole tiered structure 
that we base it on. 
 
Chairman Owens: I will take this amendment upstairs to LC and bring it back this afternoon. 
 
Meeting adjourned. 
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Explanation or reason for introduction of bill/resolution: 
A bill relating to debt service payments; relating to borrowing and lending authority, reserve 
funds and school construction loans; to authorize the use of funds; to provide a bond 
issuance limitation; and to provide an appropriation.  

Minutes:                                                  

 
Chairman Owens: Opened the Meeting on SB2214. 
 
Rep. Zubke: made the motion to adopt the amendment for SB 2214 
 
Rep. Longmuir: Seconded  
 
A voice vote was taken; Motion carried 
 
Rep. M. Johnson: made a motion for a Do Pass as Amended SB2214 
                                      And Rerefer to Appropriations 
Rep.  Pyle: Seconded 
 
A roll call vote was taken: Yes     11     No    0     Absent     3 
 
Vote carried on SB2214 as amended 
 
Rep. Longmuir will carry SB2214 
 
Meeting Adjourned  
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Prepared by the Legislative Council staff for 
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March 20, 2019 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2214 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilization fund to the school construction assistance 
revolving loan fund. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. TRANSFER - FOUNDATION AID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND. The office of 
management and budget shall transfer the sum of $75,000,000 from the foundation aid 
stabilization fund to the school construction assistance revolving loan fund during the 
biennium beginning July 1, 2019, and ending June 30, 2021. Pursuant to the 
continuing appropriation authority under section 15.1-36-08, $5,000,000, or so much of 
the sum as may be necessary, is available from the school construction assistance 
revolving loan fund to the Bank of North Dakota to provide interest rate buydowns 
associated with loans issued under section 15.1-36-06. In addition, provided sufficient 
funding is available for loans to local school districts, the Bank of North Dakota may 
utilize funding from the school construction assistance revolving loan fund to repay a 
portion of the outstanding principal balance of loans issued under section 15.1-36-06 
for the purpose of transferring a portion of the loans issued under that section from the 
Bank of North Dakota to the school construction assistance revolving loan fund. The 
remaining amount transferred to the school construction assistance revolving loan fund 
is available for new school construction loans." 

Renumber accordingly 

Page No. 1 19.0425.03002 
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Chairman M. Owens X Rep. Guggisberg X 
V. Chair. Schreiber-Beck X Rep. Hager X 
Rep. Heinert A 
Rep. Hoverson A 
Rep. D. Johnson X 
Rep. M. Johnson X 
Rep. Johnston A 
Rep. LonQmuir X 
Rep. Marschall X 
Rep. Pyle X 
Rep. Strinden X 
Rep. Zubke X 

Total (Yes) 11 No 0 ----------- ---------------
Absent 3 

Floor Assignment _R _e�p. _ L_ o_n�g�m_u _ ir ____________________ _ 

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



Com Standing Committee Report 
March 21, 2019 8 :47AM 
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Carrier: Longmuir 

Insert LC: 19.0425.03002 Title: 04000 

REPORT OF STANDING COMMITTEE 
SB 2214, as engrossed: Education Committee (Rep. Owens, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended , recommends DO PASS 
and BE REREFERRED to the A ppropriations Committee ( 1 1  YEAS, 0 NAYS, 
3 ABSENT AND NOT VOTING) . Engrossed SB 2214 was placed on the Sixth order 
on the calendar. 

Page 1 ,  l ine 1 ,  after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilizat ion fund to the school construction 
ass istance revolving loan fund. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA : 

SECTION 1. TRANSFER - FOUNDATION A ID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND. The off ice of 
management and budget shall transfer the sum of $75,000,000 from the foundation 
aid stabil ization fund to the school construction assistance revolving loan fund during 
the biennium beginning July 1 ,  20 1 9, and ending June 30, 2021 . Pursuant to the 
continuing appropriation authority under section 1 5. 1 -36-08, $5,000,000, or so much 
of the sum as may be necessary, is available from the school construction assistance 
revolving loan fund to the Bank of North Dakota to provide interest rate buydowns 
associated with loans issued under section 1 5. 1 -36-06. In addit ion, provided 
sufficient funding is available for loans to local school districts , the Bank of North 
Dakota may utilize funding from the school construction ass istance revolving loan 
fund to repay a portion of the outstanding principal balance of loans issued under 
section 1 5. 1 -36-06 for the purpose of transferring a portion of the loans issued under 
that section from the Bank of North Dakota to the school construction ass istance 
revolving loan fund. The remaining amount transferred to the school construction 
ass istance revolving loan fund is available for new school construction loans . "  

Renumber accordingly 

( 1 ) DESK (3) COMMITTEE Page 1 h_stcomrep_ 48_023 
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2019 HOUSE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Roughrider Room, State Capitol 

SB 2214 
3/27/2019 

34280 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Risa Bergquist 

 

Explanation or reason for introduction of bill/resolution: 
 

For a transfer from the foundation aid stabilization fund to the school construction 
assistance revolving loan fund. 

 
 

Minutes:                                                  

 
 
Chairman Delzer:  This is a bonding bill; house education took the bonding out. They are 
trying to expand the foundation aid fund for school construction assistance. Four years ago 
we used 75 million, we thought it would take 3 biennia of 75 million into a revolving fund 
that should be self-sustaining. When we had the big cutback last session we weren’t able to 
put any more money in it. The education committee looks like they want to put 75 million in 
there, unfortunately we don’t have 75 million.  
 
Representative Owens: The committee saw the bonding and the bank came before us 
and told us per capita 133 dollars in North Dakota, after passing all four bonding bills it 
would be just under 1200 dollars per capita. We felt like that was a little too high of an 
increase. Last session we took the 75 million and what that does over three biennia it 
creates a self-funding fund. This would consolidate all the current construction loans and 
provides an amount after the third year, so much per year to fund new construction loans 
and the payments from the current in that one feed the fund and it’s self-perpetuating from 
there on out.  
 
Chairman Delzer: There’s a line in here for 5 million for interest buy downs, did you have 
the discussion on what that is trying to do? Is that something to continue or should we just 
leave the interest at the government rate?  
 
Representative Owens: I don’t remember the rate before the buy down, this is buying 
down the construction loans that are at 2% right now. The bank is currently taking money 
from its earnings buying down to 2% on the purchase of funds. When you purchase fund 
there is a cost and they are using this to buy them down. The bank is looking to refund that 
pot that they used to buy down these loans.  
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Representative Brandenburg: What happens for the responsibility of the loans? Does 
that fall on the state or does it fall on those schools? 
 
Chairman Delzer: If there’s a default it would fall on the bank and then the state.  
 
Representative Owens: This doesn’t change anything; this is just the financial component.   
 
Chairman Delzer: In SB 2065 and in HB 1365 we are doing this sinking interest changes. 
This is a big difference to the local school districts on construction loans and what their 
bonding payments are. They also have to bond for a certain portion of this the same as 
they borrow. But that other issue is going to make it much easier for them to go after the 
bond, the bond will be considerably smaller then what it would have been.  
 
Representative Owens: Correct, by zeroing out the sinking and interest fund, based on 
the number of mills that will free them up to get smaller bonds and they will have the funds 
to pay those bonds.  
 
Chairman Delzer: We also have to remember it’s the cost to the state for 12 million dollars, 
one time I would guess.  
 
Representative Owens: SB 2265 and HB 1365, they are identical now. What I fully expect 
they will go to conference committee or they will cross into the other houses and whichever 
passes first the other one can be destroyed.  
 
Chairman Delzer: They put all of 2065 into 1365?  
 
Representative Owens: Other way around except for the amendment that we added in 
this committee. In 2065 we changed that to stretch it out over 6 biennia. They just added 
those two items.  
 
Chairman Delzer: Any further questions? I will be asking for an amendment on SB 2214, 
when you look at the numbers of what we have in the financial aid stabilization fund, when 
you take the 25 million that this bills originally asked for bonding and the 9 million we have 
in excess, I’ve been told some of that is spent in 2065, the best we can do is 35. I would 
ask for intent language that next time we would ask for 110 for ongoing education and 75 
into this fund. That doesn’t do it in three biennia but in the end it would be a self-sustaining 
fund.  
 
Representative Owens: I have seen this work; I know this designs functions the way it’s 
supposed to. I think we could apply it to a few of our other issues we have in the state.  
 
Chairman Delzer: That’s what we are trying to do for infrastructure also. Further questions 
by the committee? Seeing none we will close this hearing.  
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Appropriations Committee 
Roughrider Room, State Capitol 
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3/29/2019 

34366 
 

☐ Subcommittee 

☐ Conference Committee 

 

      Committee Clerk: Risa Bergquist 

 

Explanation or reason for introduction of bill/resolution: 

 
For a transfer from the foundation aid stabilization fund to the school construction 

assistance revolving loan fund. 

 
 
 

Minutes:                                                  

 
Chairman Delzer: Calls the meeting to order for SB 2214. I have an amendment for us to 
consider. The amendment would remove the 75 million down to 35 million. The idea of having 
this fund is not a bad idea but I think all we can afford this time is 35 million. It changes the 
authority of the bank to only use 2.5 instead of 5 million for interest buy down.  It also puts in 
legislative intent that next biennium we will put 110 million on ongoing and try to put the 75 
million in here to get this fund up to where it’s self-sustaining.  
 
Representative Monson: Make a motion to amend with amendment 19.0425.03004 
 
Representative Beadle: Second 
 
Representative J. Nelson: Is there any money in the school construction fund now that is 
remaining from the previous biennium?  
 
Chairman Delzer: There is probably a little bit that is probably committed but not used. There 
should be some returning every year because we did do that. When we did that we also 
rolled in the other school construction loans that were out there.   
 
Representative J. Nelson: There was a number of bond issues last fall and the reason for 
those bond issues was because of the availability of this fund before the construction.  
 
Chairman Delzer: We can hold this until we find out more if we need to but I don’t think we’d 
be able to change the 35 million regardless.  
 
Representative Monson: I am not sure if we need this at all, but at lease amending it down 
takes some of the pressure off the budget stabilization fund. Keep in mind with SB 2065 we 
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are taking away the sinking interest as in lieu, that is way bigger than this.  They won’t have 
to bond for nearly as much but they will pay higher interest rate.  
 
Chairman Delzer: Further discussion? Seeing none. Voice vote all in favor, motion 
carries. We have the amended bill before us, is there any more amendments?  
 
Representative Monson: DO Pass as Amended 
 
Representative Vigesaa: Second  
 
Chairman Delzer: Motion for a do pass as amended, any further discussion? Seeing one 
we will call the roll. 
 
A Roll Call vote was taken. Yea:     19         Nay:   0         Absent:   2 
 
Motion Carries, Representative Monson will carry  
 
Chairman Delzer: With that we will close this meeting.  
 



1 9.0425.03004 
Title.05000 

Prepared by the Legislative Council staff for 
Representative Delzer 

March 28, 2019 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2214 

In lieu of the amendments adopted by the House as printed on pages 1 258 and 1259 of the 
House Journal, Engrossed Senate Bill No. 221 4  is amended as follows: 

DP �)J//q 

Page 1 ,  line 1 ,  after "A BI LL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilization fund to the school construction assistance 
revolving loan fund; and to provide a statement of legislative intent. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. TRANSFER - FOUNDATION AID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND. The office of 
management and budget shall transfer the sum of $35,000,000 from the foundation aid 
stabilization fund to the school construction assistance revolving loan fund during the 
biennium beginning July 1 ,  2019, and ending June 30, 2021 . Pursuant to the 
continuing appropriation authority under section 15.1-36-08, $2,500,000, or so much of 
the sum as may be necessary, is available from the school construction assistance 
revolving loan fund to the Bank of North Dakota to provide interest rate buydowns 
associated with loans issued under section 15.1-36-06. In  addition, provided sufficient 
funding is available for loans to local school districts, the Bank of North Dakota may 
utilize funding from the school construction assistance revolving loan fund to repay a 
portion of the outstanding principal balance of loans issued under section 1 5.1-36-06 
for the purpose of transferring a portion of the loans issued under that section from the 
Bank of North Dakota to the school construction assistance revolving loan fund. The 
remaining amount transferred to the school construction assistance revolving loan fund 
is available for new school construction loans. 

SECTION 2. LEGISLATIVE INTENT - FOUNDATION AID STABILIZATION 
FUND. I t  is the intent of the sixty-sixth legislative assembly that, for the biennium 
beginning July 1 ,  2021 , and ending June 30, 2023, the sixty-seventh legislative 
assembly appropriate $1 1 0,000,000 from the foundation aid stabilization fund to the 
department of public instruction for providing ongoing funding for state school aid and 
transfer $75,000,000 from the foundation aid stabilization fund to the school 
construction assistance revolving loan fund." 

Renumber accordingly 

Page No. 1 1 9.0425.03004 



Date: 3/29/2019 
Roll Call Vote #: 1 

House Appropriations 

2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. SB 2214 

D Subcommittee 

Amendment LC# or Description: 1 9 .0425.03004 

Committee 

-----------------------
Recommendation: � Adopt Amendment 

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

Other Actions: D Reconsider 

Motion Made By Representative Monson 

Representatives Yes 
Chai rman Delzer 

Representative Kempen ich 
Representative Anderson 
Representative Bead le 
Representative Bel lew 
Representative Brandenburg 
Representative Howe 
Representative Kreidt 

Representative Martinson 
Representative Meier 

Representative Monson 
Representative Nathe 
Representative J .  Ne lson 

Representative Sanford 

Representative Schatz 
Representative Schmidt 

No 

D Without Committee Recommendation 
D Rerefer to Appropriations 

D 

Seconded By Representative Beadle 

Representatives Yes No 

Representative Schob inger 
Representative Vigesaa 

Representative Boe 
Representative Holman 
Representative Mock 

Total 

Absent 

(Yes) No 

Floor Assignment 

Voice Vote/Motion Carries 



Date: 3/29/2019 
Roll Call Vote #: 2 

House Appropriations 

2019 HOUSE STANDING COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. SB 2214 

D Subcommittee 

Amendment LC# or Description: 

Recommendation: D Adopt Amendment 

Committee 

� 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 __ R_ e_.p_r _es_ e_n _ta_ t _iv _e _ M_ o_ n_ s_o_n ___ Seconded By __ R_e___,_p_r _e _se_ n_ t _a_ti _v _e _V�ig�e_s_a_a __ 

Representatives Yes No Representatives 
Cha i rman Delzer  X 
Representative Kempen ich X 
Representative Anderson X Representative Schob inger 
Representative Bead le X Representative Vigesaa 
Representative Be l lew A 
Representative Brandenburg X 
Representative Howe X Representative Boe 
Representative Kreidt X Representative Ho lman 

Representative Mart inson X Representative Mock 
Representative Meier X 

Representative Monson X 
Representative Nathe X 
Representative J .  Nelson X 

Representative Sanford X 
Representative Schatz X 
Representative Schm idt X 

Total 19 No 0 

Yes No 

X 
X 

A 
X 
X 

(Yes) ----------- ---------------
Absent 2 ------------------------------
Floor Assignment Representative Monson 

Motion Carries 
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Carrier: Monson 

Insert LC: 19.0425.03004 Title: 05000 

REPORT OF STANDING COMMITTEE 
SB 2214, as engrossed and amended: Appropriations Committee (Rep. Delzer, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended, 
recommends DO PASS (19 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING) .  
Engrossed SB 2214, as amended, was placed on the Sixth order on the calendar. 

In l ieu of the amendments adopted by the House as printed on pages 1258 and 1259 of the 
House Journal ,  Engrossed Senate Bi l l  No. 2214 is amended as fol lows: 

Page 1, l ine 1, after "A BILL" replace the remainder of the b i l l  with "for an Act to provide for a 
transfer from the foundation aid stabi l izat ion fund to the school construction 
assistance revolving loan fund; and to provide a statement of legislative intent. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DA KOTA: 

SECTION 1. TRANSFER - FOUNDATION A ID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND. The office of 
management and budget shal l transfer the sum of $35, 000,000 from the foundation 
aid stabi l ization fund to the school construction assistance revolving loan fund during 
the biennium beginning July 1, 2019, and ending June 30, 2021. Pursuant to the 
continuing appropriation authority under section 15. 1-36-08, $2 , 500, 000, or so much 
of the sum as may be necessary, is avai lable from the school construction assistance 
revolving loan fund to the Bank of North Dakota to provide interest rate buydowns 
associated with loans issued under section 15. 1-36-06. In addition,  provided 
sufficient funding is avai lable for loans to local school districts, the Bank of North 
Dakota may ut i l ize funding from the school construction assistance revolving loan 
fund to repay a portion of the outstanding principal balance of loans issued under 
section 15. 1-36-06 for the purpose of transferring a portion of the loans issued under 
that section from the Bank of North Dakota to the school construction assistance 
revolving loan fund. The remaining amount transferred to the school construction 
assistance revolving loan fund is avai lable for new school construction loans. 

SECTION 2. LEGISLATIVE INTENT - FOUNDATION A ID STABILIZATION 
FUND. It is the intent of the sixty-sixth legislative assembly that ,  for the biennium 
beginning July 1, 2021, and end ing June 30, 2023, the sixty-seventh legislative 
assembly appropriate $110,000, 000 from the foundation aid stabi l ization fund to the 
department of publ ic instruction for providing ongoing funding for state school aid 
and transfer $75,000,000 from the foundation aid stabi l izat ion fund to the school 
construction assistance revolving loan fund. "  

Renumber accordingly 

( 1 ) DESK (3) COMMITTEE Page 1 h_stcomrep_57 _004 
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2019 SENATE STANDING COMMITTEE MINUTES 

Education Committee 
Sheyenne River Room, State Capitol 

SB 2214 
4/12/2019 

34711 (23:31) 
 

☐ Subcommittee 

☒ Conference Committee 

 

      Committee Clerk: Lynn Wolf 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible; Att. #2-Hardmeyer 

 
Chairman Schaible calls the Conference Committee to order on SB 2214. All members were 
present: Senator Schaible, Senator Rust, Senator Marcellais, Representative Owens, 
Representative Monson and Representative Sanford.  
 
Chairman Schaible: (See Att. #1) We are looking at SB 2214. I would ask the House 
members to explain their suggested changes to the bill. 
 
Representative Owens: The Bank of North Dakota (BND) came in and explained to the 
committee exactly how much all this bonding would cost per capita. There was no way it was 
going to pass the committee at that point. We returned to what we had started last session 
with the $75 million for three biennia to create revolving fund. After that, Appropriations got 
a hold of it. The committee passed that to continue the process we had started last time with 
the $75 million. The $5 million added in there was to reimburse the BND – from their own 
funds – but, to reimburse it specifically for their interest buy down on some other loans where 
they were – quite frankly – eating the interest buy down. That is what we did to it in the House 
Education Committee.  
 
(1:52) Representative Monson: We took it from House Education as Representative Owens 
explained it and took it down to $35 million from the $75 million and we cut the $5 million in 
interest buy down money down to $2.5 million. Mainly, we were just looking at how much 
money is being spent from the foundation aid stabilization fund and thought that was about 
all we could afford to do. Another factor in there is in the SB 2265, K12 funding, there is no 
in lieu of or mill deduct anymore for the Sinking and Interest if this all passes. Any school 
district that is going into a new school construction and does some bonding and has 
payments – Sinking and Interest payments – they are going to see more money coming into 
their coffers and staying there because if that sticks – SB 2265 – the way it is and in SB 2013 



Senate Education Committee  
SB 2214 
4/12/2019  
Page 2  
   

– we felt that they probably wouldn’t have to borrow quite as much money through this one 
since they would have more money left over – if you will – from their per pupil payments that 
don’t have the deduct.  
 
(3:58) Chairman Schaible: The first thing I would like to discuss is that $5 million going to 
$2.5 million. The $5 million that we did in the 2013 session where the BND did $125 million 
worth of loans – they created that fund – the school construction fund – that we loaned out, 
they could only secure ten years of interest rates – because of banking rules and whatever. 
We had a 2% on there, but it was only guaranteed for ten years. What this $5 million is to do 
is to extend that – pay that off and roll that into this fund and do that so that we can get those 
schools – and I believe one of them is Carrington – so that we protect that 2% interest. If we 
can’t do that, their interest rates might go from 2% to 5% and that is what the $5 million does. 
The idea behind all of this – when we started six years ago – and school construction started 
way beyond that was we decided to take an avenue that we are going to go into school 
construction and get into a fund that would eventually be self-sufficient, but we would also 
have to have a plan to roll all these other school construction loans into that plan. This $5 
million is to roll those schools that we paid for in 2014-15 – to get them on board. By not 
funding that now, we are saying to them we are not sure we are going to guarantee 2% for 
20 years – which everybody else would be. I kind of see that as not doing what had been 
intended. The intent started quite a while ago that we were going to go down the road of 
school construction. We have done that and actually, made some pretty good progress and 
now we are going to say by intent that we are not going to do that. I don’t think that is 
appropriate. I think we need to make sure that the $5 million goes in there because we have 
schools that ask questions of me and I tell them we are sure that the plan was to roll these 
schools into the same plan and treat everybody the same. By doing this now, it looks like we 
are saying maybe we will treat you the same and maybe we won’t. Would you have a 
response to that?  
 
(6:30) Representative Monson: If we made that commitment, we are going to have to live 
up to that commitment. It doesn’t have be made whole at this time though. Do we have to 
move all $5 million or set that aside right now? Is $2.5 million adequate to buy down the 
interest rate? Hopefully, we will have more money coming available in the future. It would 
never be our intent to renege on that promise to provide them with low interest loans, but do 
we need to make that statement in this one or can we put that off for a few years? 
 
Chairman Schaible: In my opinion, I guess it just an idea of money management and 
efficiency. It would buy down the interest. Could we have the BND come up and explain that? 
 
Eric Hardmeyer: (See Att. #2) Thank you Senator Schaible. Let me just talk a little bit about 
this buy down first. As you recall, in 2015, the commitment to go forward with school 
construction was provided in legislation where the BND would make loans for school 
construction as we worked it through the legislature, we were up front and said we don’t have 
2% money. We have 5% money that we can do this with and we will commit to that for a 10-
year period. The schools will pay 2% - the bank will receive 5% - that 3% difference will be 
made up by what was called a school construction buy down. For the first two biennia, the 
BND made those loans and we provided the buy down out of our capital. At this point, the 
idea was that those loans would eventually – the $120 million – the intent was that eventually, 
those would revolve into the SCALF fund. As it stands today, that $120 million is paid down 
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to $80 million. That is what is on our books, that is what is at this point projected to stay on 
our books and pay down. Let me just talk about the buy down and why it is essential that you 
don’t reduce it from $5 million to $2.4 or $2.5 million. That is the amount of money on the $80 
million that we hold on our books for school construction. To pay it down from 5% to 2% - 3% 
for two years - $80 million is $2.4 million a year times two is $4.8. That is what it takes for 
two years to make the BND whole on the $80 million that we are holding to make sure that 
the schools only pay 2%. The arbitrariness of the cutting it in half just simply the math doesn’t 
work there. Either the schools have to pay a higher price or BND takes a haircut on a rate 
that was committed to us for this program. We feel pretty strongly that that $4.8 million needs 
to be there and instead of BND paying for it, it probably should come out of the foundation 
aid stabilization fund where school construction originated. That is our math on it and why 
we feel pretty strongly that the $2.4 million is half of what is needed.  
 
(10:47) Representative Monson: Eric, is that 5% a fixed rate that was set at that time? You 
don’t float that? Because last I heard, you’re going rate was like 4.0 something – 4.1 – it floats 
up and down – basically weekly.  
 
Eric Hardmeyer: That is a variable rate. What we committed to was a fixed rate of 5% for 
ten years. We did that in 2015. We committed to a fixed rate of 5% for that ten-year period. I 
think what we said now is that as long as those are on our books, we will continue to provide 
a 5% rate.  
 
Chairman Schaible: If my memory serves me correctly, you couldn’t go more than 10-
years? 
 
Eric Hardmeyer: That was our source of money at the time.  
 
Chairman Schaible: At that point, the plan was to roll these over before that happened, 
because after the 10-years, the interest rates could be quite higher. So the plan was to make 
sure we rolled this into this fund so that we also protect that 2% and treat everybody the 
same.  
 
Eric Hardmeyer: Right. And just to continue on, that was the idea last biennium was that we 
were going to get $75 million for each of the next two bienniums. At tha point, all of this would 
be rolled out of the bank into the SCALF fund. That is how that works.  
 
(12:31) Representative Monson: I guess we are not going to short the interest rates that 
the schools are getting reimbursed, I mean we a commitment to them. The BND is our asset, 
the state of ND’s asset, so if we short them, they are not going to get the kind of profits we 
keep raiding every time. It is our asset that we can do with as we need to. I guess I was 
thinking we were maybe a bit of a flexible – I wasn’t sure about the 5% being that solid, but 
that makes sense. That is something that we can sure consider to look at, but –  
 
Chairman Schaible: I guess then, I would move into the discussion that we discussed that 
we can afford more out of the foundation aid and then we will go into the intent language 
next. Two years ago, the intent language was that we would make three infusions of $75 
million over the next three sessions – biennium – last session being the first one. I understand 
that, but I am confused – we were in much shape with foundation aid and what our budget 
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situation then we are now. I am just trying to rationalize why we can’t afford the same amount 
or even looking at other options to make that more efficient then what we are doing.  
 
(14:44) Representative Monson: We looked at the total budget – not just what is coming 
out of the foundation aid stabilization fund, but we are looking at all the money.  
 
Chairman Schaible: The problem is that if we look at all the money, and you say what you 
can afford and what you can’t afford, it seems to me that we have to prioritize. I am wondering 
why some things are at a higher priority than this. The other comment that I would have with 
that is that when Measure 2 was passed that gave us authority to use foundation aid for other 
issues, I understand that we need to move some of that to shore up our budget. I don’t think 
that the intent at that time was ever to continue using foundation aid to be a supplement to a 
budget. I think the language that was there and the intent that we put into the bills after the 
measure passed was that this was for educational purposes, but it wasn’t really intended to 
be just a certain percentage of the budget. I agree that we have to do some of this because 
of situations we were in and still are, but I think by continuing to look down the road and using 
this just for a budget of K12, that was never the intent and I think we should be moving away 
from that idea. I understand that the House is rejecting the idea of bonding and I am not 
talking the whole picture, I am just talking school construction bonding. Maybe you can 
explain to me why that is so distasteful to the House.  
 
(16:57) Representative Owens: Mr. Chairman, I am just going to tell you what happened in 
the committee that sent them down that road. It wasn’t just about this bonding at that point 
when this bill was heard. The BND told the committee there was $133 per capita in current 
bonding in the state of ND. If we did all the bonding – not just school bonding – but all the 
bonding that was out there, it would be just under $1200 per capita. That sudden increase – 
and I realize that was only – that was all the bonding that was being submitted as far as bills. 
That is what sent the committee in a direction where they weren’t interested in doing any 
bonding all of the sudden even though it was just this one. It was the only one that we are 
caring about. That is what sent over the – or let me put it this way – it sent enough of them 
over to do a Do Not Pass in the committee. I brought an amendment to bring it back to our 
original agreement.  
 
Chairman Schaible: I understand that. We have to be cognizant of our debt limit and 
extending our debt beyond what our means are, but the other thing is what are we asking – 
there are $84 million of asked for school construction loans this year – right now. It might 
have dropped down some – I think Williston failed – but we are looking with the plan we had 
of the three infusion of $75 million – that is $30 million of loans we put out a year. The request 
for this year is close to $80 million. The other concept is - are we looking at that slowing down 
or increasing? I think for a while; we are going to see that increase. There is a priority list on 
that so – The other question I brought up is if the idea of bonding is just off the table, that we 
can’t afford it, then the additional deposits that are going into the correction deposit or the 
tribal taxable collection going into the foundation aid is going to - just that more infusion is 
going to generate over $25.7 million per biennium more that we didn’t have before and going 
forward would have that. It seems to me, if we are looking to say that – and the other thing 
is if we would go down that bonding path, we would generate $84 million worth of school 
construction every two-years which is $24 million than what our current plan is and in the end 
of that it creates some really big positives. The idea is that we would be building more schools 
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– which if we build them sooner – would be cheaper. We would be providing more property 
tax relief and if we are looking at job force development – I don’t know if you are going to get 
people to come here if their schools are full or if their kids have to go to portables and that 
kind of stuff. I am just struggling with the thought that this is a bad idea. 
 
(20:00) Representative Monson: Are you saying that it is a bad idea to not bond? 
 
Chairman Schaible: I think to not to consider the idea of doing the best we can to promote 
this – of course we can’t fund everybody, but I think – the idea of putting $35 million into this 
section would really limit that. It doesn’t grow the fund, it is not accomplishing what we need 
and we are throttling back on the idea of school construction in a time which – I think – we 
should be accelerating.  
 
Representative Monson: I can give you the House Appropriations take on bonding and we 
feel if all the bonding that has been proposed this time were to be put in place, we would be 
looking at $122.5 million biennium payments for the next twenty years. That is the big picture. 
We have trimed that way back, obviously, but I have been here a lot of years and let me tell 
you when we first got here, we had a lot of bond payments and it was tough to make them 
when we had small revenues and tight budget. It is really a breath of fresh air to not have to 
have big bond payments every biennium because that is debt. That is just – it has been 
really, really refreshing to have gotten that number down. Now, all the sudden, we have 
gotten requests for college campus buildings – which are sorely needed. We know that. We 
in the House have tried to cut down on some of the bonding by using cash payments 
whenever we could. Even with our attempts to try to limit the amount of bonding – even now, 
we have some bills out there still could affect how much we are goning to pay in the next – 
usually, those bonds are 20 years. 10 biennia and we don’t want to max out our bonding, so 
that is why we are really cautious about bonding. 
 
Chairman Schaible: And I don’t disagree with that. But what is on the table here before us 
today is a small portion of that. In my opinion, and being the chair of education, I think 
education should rise to a level of priority. I am not suggesting that we do all of them. It just 
seems to me that education is a priority – workforce is a priority – I think our immediate needs 
and what we are looking at in the near future would suggest that is a fair solution. We can 
visit more about that as we go. I guess we have had enough discussion for today unless 
there is other questions or suggestions. We will meet again.  
 
The conference committee meeting was closed.  
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Chairman Schaible calls the Conference Committee to order on SB 2214. All members were 
present: Senator Schaible, Senator Rust, Senator Marcellais, Representative Owens, 
Representative Monson and Representative Sanford.  
 
Chairman Schaible: (See Att. #1) Today, we are continuing the discussion on school 
construction. I did pass out a list of the projected 2018-19 requests for – that were asked – I 
guess that there are some of these that were prioritized for. When schools put in a request, 
they are prioritized after April 1st and then out of the requests, these were prioritized for the 
2019 year that we are currently in. We have them on there and I think you guys have copies 
of that. The rest of them are still subject to – the money has been spent for the 2019 year 
and now what we are talking about is moving forward in the future. What we have an offer 
for is to infuse $25 million and pay half of the interest on a prior construction plan. Is there 
any changes on that or- is that still where we are at? 
 
Representative Owens: It should be $35 million not $25 million. 
 
Chairman Schaible: Excuse me, it is $35 million not $25 million. It was $35 million and 2.5 
is what it was. I guess the Senate position is still that we were looking at – we still thinking 
that if we can’t afford to put more infusions in it, we still think the bonding request of $25 
million a year and that is where the $25 million came from – would still be a good idea and 
also to fully fund that $5 million of that interest of that interest for the existing projects that we 
did in the past. I understand that if bonding is not palatable even though since last meeting 
we have done $100 million of bonding for higher education, I guess that then I would suggest 
that we would be probably looking at $75 million infusion with a $5 million payment of what 
the intent language was two-years ago.  
 
(2:46) Representative Monson: For the rest of the committee, Senator Schaible and I talked 
a little bit about he wanted to see this list. That is how you got that. I still have a little bit of 
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confusion about in 2019-20 school year and then in 2020-21 school year how you – April was 
the cutoff for the applications, so how does it get on the list and get funded? We were talking 
here in a sidebar here before we started with the Department of Public Instruction and I am 
starting to get a handle on this –  
 
Chairman Schaible: That is probably a good review, so what I will do is have the Department 
of Public Instruction come up with Don and then the BND and go through the syniarios of 
how the money would flow with the suggested plans.  
 
(4:05) Don Williams, Assistant Director of School Finance and Organization, 
Department of Public Instruction: As we were speaking earlier, the April 1st deadline – so 
we have April 1st until the subsequent April 1st to collect all the student loan construction 
program applications. To be considered eligible for the program, schools will have to be 
approved for their project and subsequently pass a bond vote to be on that prioritized list. 
We collect all those applications and if they have met all the criteria, we priorize them in order 
and then forward that to the BND. Then, we start, basically, all over – we start collecting 
these applications for the next school year. We just got done with that period – April 1st – we 
sent a prioritized list which consisted of five districts that met all the criteria meaning they 
passed the bond vote – those five schools were prioritized in order – sent to the BND and 
those are the ones that will be considered for allocation of funding for their projects.  
 
Representative Monson: These are going to be funded in this order if the money is available 
in 2019-2020. Is that correct or are these already approved? They have requested it, if you 
take Williston and Devils Lake off – which I understand their votes failed, so they don’t qualify 
here – so it is just shy of $70 million that the rest of these total up to. You have $85 million 
minus $10 million is $75 million and then you have a $68 million that comes off, so, $68 
million in requests. You have those prioritized and how much money do you have available?  
 
(6:28) Don Williams: That is probably a better question for the BND, but from what I 
understand, there is probably only be enough to fund possibly the top two of the five that 
were prioritized. One came in at just over $5 million was the number one prioritized project 
and one coming at just over $8 million was second on the prioritized list. I don’t think beyond 
that the BND will be able to look at funding any projects beyond that, but I would defer to 
them for more clarification on that.  
 
Representative Monson: The Department of Public Instruction gets the applications, they 
sort through them and prioritize them and decide that these should be funded and then you 
go to the BND and the BND says we have this number of dollars and we can fund New 
England - $5.6 million, we can fund Bottineau – let’s say they only have $6 million for that, 
so Bottineau would only be eligible for $6 million – is that how it would work?  
 
Don Williams: That is pretty accurate representation, yes. 
 
Representative Monson: That would be assuming that no new money goes in if we don’t 
make this. We have $35 million in our version, the Senate $75 million. So, if we put $35 
million in for starters – that gets added to the available amount of money, so we would start 
funding then – Bottineau would get their full $8 million, McKenzie County would get $10 
million – is that how that works? You just keep going until the money is used up? 
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(8:21) Don Williams: I don’t want to answer for the BND, but, I believe the intent for the 
infusion of the dollars is for the upcoming biennium. Again, that would be a decision for the 
BND to see if they want to entertain funding projects that have already been approved in 
districts that have passed their bond vote. I believe the intent is to take that money and look 
at projects for the upcoming biennium. We have had some discussion on that, but –  
 
Chairman Schaible: Just to clarify some – what the plan was two years ago when we did 
this. It was three infusions of $75 million. That was the plan. Also, part of the plan was we 
would be able to loan out $30 million per year of new money – per year. This actually – 2019 
– April 1st of 2019 is the second year of this biennium, so but the monies that are in this bill 
is actually for the next biennium going forward. This is just a continuation of what we already 
did. But, the plan was – that was the idea of having that money to roll in there so that we 
could generate $30 million of new money per year for the schools. The prioritized list was – 
there is also criteria of need is part of the basis of why schools are selected and how they 
are selected. What we are talking about on this list and the money for this year is actually 
part of last biennium’s bill. The bill we are talking about today going forward is for next year 
going forward. We are not talking about funding these right now – we are actually talking 
about continuing the program into the future. Is that pretty much correct? 
 
(10:14) Don Williams: That is exactly the intent that I believed it to be.  
 
Chairman Schaible: Do we have any more questions for Don? If not, I will have the BND 
come over and explain the money part as we go forward. Thank You.  
 
(10:33) Kylee Merkel, Bank of North Dakota: Of the 2017-19 biennium, that $60 million 
there were two projects from the April 1st of 2017 application window that got funded out of 
that.  
 
Chairman Schaible: Say that again. You had $60 million that was for 2018 and 2019. Two 
schools out of the seventeen here got funded out of that. 
 
Kylee Merkel: Of the application period. They weren’t approved until the 2017-19 biennium. 
After July 1st, they were on the April 1, 2017 list.  
 
Chairman Schaible: They weren’t approved until April 1, 2018 then? That is the deadline – 
right?  
 
Kylee Merkel: The loans weren’t approved until the 2017-19 biennium.  
 
Chairman Schaible: That is what I’m –  
 
Kylee Merkel: Yes, correct. Of that $60 million for the 2017-2019 biennium, we have 
approved $54 million. So, there is about $6 million left of that $60 million list that you have in 
front of you.  
 
Chairman Schaible: That is just to finish out this biennium. This list that we have – there is 
only $6 million left to do these schools? 
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Kylee Merkel: That is correct. 
 
Chairman Schaible: Now going forward with the suggestions that we have had, how would 
each one of them work going forward if they put in $35 million of infusions – how much money 
would be available to loan out per year for the next two years?  
 
Kylee Merkel: I can run the synarios, but I think it was about per year about $25 million with 
a $35 million infusion. I think we could do about $25 million because the repayments coming 
in.  
 
Chairman Schaible: Right, so the next question is how much money would be available to 
loan out if we do a $75 million infusion.  
 
Kylee Merkel: With a $75 million – if we didn’t transfer any more of those State School 
Construction into the SCALF fund, we could probably do – I would - $60 million a biennium.  
 
Chairman Schaible: If we would go down the bonding path of what was projected in the 
original bill, how much money would be available to loan out in the next two years? 
 
Kylee Merkel: With the bonding path, we were forcasting $86 million a biennium.  
 
Chairman Schaible: So, it would be about $43 million? 
 
Kylee Merkel: Correct, per year. 
 
(13:04) Representative Monson: Why would you have so much more money available if we 
bonded instead of just the cash in? 
 
Kylee Merkel: Because with the bonding, it would get us about $250 million that would go in 
on day one. Between that $250 being allocated, what we did is try to figure out a consistent 
amount we could do per year. If we wanted to consistently fund $86 million, that $250 million 
plus the repayments coming in would allow us to $86 million per biennium.  
 
Representative Monson: So, how much money were you looking at bonding? 
 
Kylee Merkel: The bill was for up to $250 million or $25 million – is what we could get for a 
$25 million biennial debt service payment.  
 
Chairman Schaible: So, is that like infusing $250 million right away? Is that kind of what that 
– instead of the $35 million or the $75 million – we would be infusing $250 million and that 
result would be having $86 million per biennium or $43 million per year for construction.  
 

Representative Owens: $225 million infusion all together if you did the full bonding. $75 
million per year for three years? 
 

Chairman Schaible: Not that is just – that’s- we are talking – you are talking your version of 
$35 million infusion which slows down the original intention of what we did two years ago. 
The intent language that we had two years ago was $75 million of infusions for two more 
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sessions which should produce – my understanding - $30 million a year or $60 million a 
biennium for new construction. Or, the new plan was the bonding which would put an infusion 
of $250 million by bonding for $25 million a biennium and would produce $86 million of loan 
available for two years. That is the three synareos that we are looking at. My contention with 
that is that I think our needs are more immediate now. I see smaller infusions than what was 
planned as actually, a throttling back of school construction and these ideas. I guess we can 
have discussions. Are there any more questions for the BND? 
 

 (15:40) Representative Owens: I just wanted to be clear though with the $35 million that 
slows down – in the original plan, it was $75 million, $75 million, $75 million. With that, you 
were going to buy up the loans that were there already and of course those payments would 
start growing this revolving fund. If – right now – if it is only, $75 million – because you talked 
about having $60 million – so were you slowing down the purchase of the existing loans to 
do that – in order to have the $60 million? 
 

Kylee Merkel: For the $75 million, the intent was to do $60 million of new construction a 
year. That would allow us to buy out those existing loans over the course of the biennia. 
Those exisiting loans – that interest buy down is set until July 1st of 2025. That would allow 
us to buy out all of those loans by July 1st of 2025 date with that $75 million over the course 
of three biennia.  
 

Representative Owens: So, I was trying to buy them faster than you is what is going on. I 
had envisioned that because I was looking for them to start paying in and generate that 
income sooner to do that. So, $35 million obviously shrinks that opportunity and then the 
bonding. Okay, thank you. 
 

 (17:14) Chairman Schaible: I guess that is the position of the Senate. Our needs are more 
immediate now. That is why we were looking at as an option of taking less direct money out 
of Foundation Aid per biennium, but creating more return on that money. I thought we were 
doing the best thing – whether bonding is palatable or not, I guess I was looking at a better 
solution. I think actually infusing less money is counterproductive to even our school 
construction plan. That is the view of the Senate. I guess if we have nothing left to talk about 
today, we can try again – are we going to have more to talk about tomorrow or should we 
postpone it for two days? 
 

Representative Monson: Maybe two days. I have an appointment with Sheila here shortly 
to get some clarification on some things. I went to Sheila, she gave me some numbers and 
then we checked them over – Allen Knutson did them and then they came back with a whole 
different bunch of numbers, so then I went to chairman Delzer and he gives me a whole 
different set of numbers. (Laughter) I mean it is just how much money do you want to spend 
now or commit ourselves to down the road. If you want to – anyway, at 3:30, I am going to 
go up and talk to Sheila and have her explain how the numbers changed from when she 
worked them the first time and then when she had Allen help her work them. She sent some 
emails out and I need to get some clarification on them. I would like to get them into a chart 
so they are easy to see instead of in the middle of an email.  
 

Senator Rust: I just want to kind of remind somebody – everybody of one thing. When we 
have a construction loan fund and those are low interest loans, the amount of dollars that 
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taxpayers save in paying that off is substantiual amount. So, I look sometimes at those as 
being direct property tax relief.  
 

Representative Owens: I am sorry, I just remembered the other question I have for the 
BND. Could I? 
 

Chairman Schaible: Please. 
 

Representative Owens: It is my old age – I remember one and then forget the other one. 
How are we paying for the bonds – if they were bonded? 
 

Kylee Merkel: The bond payment would be from Foundation Aid. That was the intent – that 
would be $25 million per biennium from Foundation Aid.  
 

Chairman Schaible: For how long?  
 

Kylee Merkel: We were doing a 20-year repayment on that.  
 

Representative Owens: I misunderstood. I thought you were going to take the $25 million 
out of the revolving.  
 

Kylee Merkel: In our runs, we were disconnecting the repayment of the bond from the loan 
fund. If we took the repayment of the bond –  
 

Representative Owens: Yes, I see that now. And I wasn’t thinking that –  
 

Representative Monson: I guess in response to Senator Rust, you save the taxpayer 
money, but it doesn’t save all the taxpayers money. It only saves those that are building and 
you know- yes, if you are one that is building and on the list and benefiting, your taxpayers 
in that district are being – saving money. If you are in most of my districts, they are not saving 
any money because they are not going to be building with that. It isn’t necessarily equitable.  
 

Chairman Schaible: I guess if we would go down that bonding path and we would – by 
2035, we would have loaned out $780 million to local school districts. You assume 4.25% 
market rate – taxpayers would save over $204 million dollars. The savings that you could do 
by the accelerated construction schedules against inflation and increase the cost would be 
much more. The other thing is that if we go down this road, by 2035, the money is not really 
going away. It would be there yet. We would have created a half of billion-dollar revolving 
loan fund that would be there for the future. It is not like this money being spent and gone 
away, it does return to us and it would stay for the state. We would have half a billion dollars 
revolving loan fund in 2035 at $43 million dollars a year, we wouldn’t have to put any more 
money into it and it would be self-sustaining and probably would be able to grow.  
 

Representative Monson: Can you share that with us? 
 

Chairman Schaible: I absolutely would.  
 

The meeting was closed. 
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Chairman Schaible calls the Conference Committee to order on SB 2214. All members were 
present: Senator Schaible, Senator Rust, Senator Marcellais, Representative Owens, 
Representative Monson and Representative Sanford.  
 
Chairman Schaible: I have an amendment that I had hoped to have for you. It has not been 
completed as yet, but I will explain the amendment that is being drafted and I will submit. 
This was some work that was done with this prior to this meeting. The amendment will say 
that we will get $35 million of infusion out of this money right now. There would be $40 million 
that would come from the foundation aid stabilization going into the future after 2019, and 
only if that money – first we have to account for the 15% that we have to protect – that would 
be first. As money becomes available, that next $40 million would come out of there. We 
would get the $75 million - $35 million upfront, and then the other $40 million would come 
from the foundation aid stabilization as it comes into that fund after the 15% is protected.  
 
Representative Monson: So, there would be $75 million this time, but it would be a blend 
of two places. And then, $75 million next time, the intention would be that it would be 
foundation aid stabilization funds. 
 
Chairman Schaible: And the language that would be included in that would be yes – this is 
the second infusion of $75 million. We are getting the $35 million up front and then the $40 
million as it comes into the foundation aid stabilization fund. That is the second – where we 
are at right now. The intent language for that would be – yes, we would take another $75 
million out of the foundation aid stabilization and there is also intent language in there that 
says that it should be a priority and it should come out of that fund first rather than last like it 
did this time, so we don’t run out of money and we don’t have enough to do this.  
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Representative Monson: So, the $110 million that is being used last time and this time for 
a – per pupil payments. Is that going to be coming out of there again next time?  
 
Chairman Schaible: I guess that my amendment – the one I am drafting – would say the 
$75 million would come out first; there is $100 million after that, that would be second. 
 
Representative Monson: I would like to see that reversed, but I think we will have enough 
for both.  
 
Chairman Schaible: I am guessing too, but just what happened this time – is we had intent 
language for $75 million for this time and then what happened is that all these other sources 
to take money out of this fund came up and now we can’t afford it out of this, so, my intention 
was to be sure that school construction bill – that $75 million for the third infusion, would be 
on the top of the priority list instead of on the bottom of the list. If we put the $110 as second 
on the list, of course it is intent language, but the intent language is the idea of a – we had 
intent language two years ago that we were going to do three infusions of $75 million and of 
course that got changed. I am just trying to make sure that the intent language is if we are 
going to finish doing this project, that we have the right intent language to do it.  
 
Representative Monson: I see where you are coming from Mr. Chairman. I guess my 
highest priority is make sure we make our per pupil payments. That is why I like the $110 
million coming absolutely first. I think we will figure out a way to get your $75 million next time 
if we might have to dance a little bit, but we will find it. Just to let you know, there are a couple 
of small items in a couple other bills – like – I don’t think the total comes to even a million 
bucks that we are looking at this time to come out of foundation aid stabilization fund as well. 
I know we are –  
 
Chairman Schaible: There is $3 million that goes into the rapid enrollment grants, there is 
$5 million that goes for that interest buy down –  
 
Representative Monson: There are couple of things that are like two hundred and some 
thousand – three hundred thousand. Couple here, couple there, I think the total is less than 
a million that we suggested that we could maybe do. In fact, I think one of them might be 
some music things and –  
 
(05:17) Chairman Schaible: I wonder where that came from – (Laughter) I wonder where 
that came from. And that is kind of my point, I know there is – this is a work in progress and 
there is a lot of moving parts to all this stuff. That is my intention – that we have gone down 
this school construction road and I think we are trying to make this work. It seems to me that 
we had intent language that got sidetracked this last time. We are making it work and I am 
trying to foresee that. Now, do you want the $110 million for the per pupil payment – yes, I 
agree with you 100%. The best think that we can do for all schools is get as much to our 
schools through the per pupil payment because it helps every school – it helps every district. 
I don’t know if we should be relying on that fund as something to stabilize the budget. I don’t 
think that was the intent of that. I agree we have to do it, but I don’t think continuing we should 
be counting on that as an ongoing – is that going to be a certain percent of our budget? I 
think we need to fund our what we can afford by our general fund.  
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Representative Monson: From the very first superintendent job I ever had, we had the 
money coming out of the reapportionment fund. That has been forever and forever and we 
treated as a de facto foundation aid payment. It got to the point where it kept growing all the 
time and now we are substituting that for this.  
 
Chairman Schaible: You go back to the intent on what they were created for and that was 
created for that rational. I am not quite sure of that, but I know what the foundation aid 
stabilization fund is for because I was part of writing the bill for that. I know the intent was not 
to be an ongoing budget deal. 
 
Representative Monson: That was lands – Common Schools Trust Fund.  
 
Senator Rust: Couple of things – now that gives about $800 or more dollars per year to the 
foundation aid program. It is about $1600 of the foundation aid money is Common Schools 
Trust Fund money. For the sake of clarification – this money out of the foundation aid 
stabilization fund – that I part of the “drill baby, drill” program.  
 
Chairman Schaible: Is there an alternative mention in that, or is that –  
 
Senator Rust: Just a reminder where that money comes from.  
 
(08:21) Representative Monson: One other thing that just come to mind- we are working 
on the CTE budget and CTE was part of the funds that could be used from the foundation 
aid stabilization fund. We are looking at a couple of little ones in there, too, that might have 
to come this time. I don’t know if I would want to keep that going down the road. I think the 
two ones I want to keep are this one – the $75 million and the $110 million. We can argue 
about the order they come out, but beyond that, I would say we are close to agreeing.  
 
Chairman Schaible: I agree with you and like I said, I am trying to avoid the problems we 
are having now. We made a commitment to go down school construction and we had a plan 
in place to do this and I think it is smart just to finish the plan and get on with it and if we do 
another infusion of $75 million, we are done – as far as that goes. 
 
Representative Monson: Promise? 
 
Chairman Schaible: Just like the House does. (Laughter) 
 
Representative Monson: Can we get that in writing? (More laughter) 
 
Chairman Schaible: You can have the whole statement in writing – yes, if the House does 
it, then the Senate will do it too. (Laughter) That is the amendment I have drafted and I was 
hoping to have it today. The other thing is to mention that $5 million for that interest buy down 
was in there. I don’t care what we think about that, regardless what we do, I think we have to 
do that $5 million first because that shores up loans we have.  
 
(10:03) Representative Monson: So that $5 million you are thinking is going to be every 
time? There more than $5 million.  
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Chairman Schaible: No, we have two options. As more of those loans get paid back, it will 
get less every time. The other thing is if there is a possibility somewhere in the future, to buy 
those loans out, they would just disappear and we’d have them all in the fund and the fund 
would grow faster. That is – obviously, we can’t do that, but because right now we are paying 
the interest.  
 
Representative Monson: How many are you planning on buying back now?  
 
Chairman Schaible: I think there is $84 million on the BND’s books that do that. As they 
become due, that lowers and that is the difference between the 2% and the current rate is 
the $5 million.  
 
Representative Monson: So the current is $5 million? And, you are thinking as they get paid 
back into this fund, instead of from the bank, that number will go down, but we are going to 
be looking at that number for a number of years. Not necessarily $5 million, but $4.5 million 
and whatever. 
 
Chairman Schaible: It should go down.  
 
(11:08) Representative Monson: We will need to think about that –  
 
Chairman Schaible: You have to remember – you want me to tell you where that came from 
– that plan? It was your former leader. (Laughter)  
 
Representative Monson: Heavy on the former, though. 
 
Chairman Schaible: Well, at the time, it was – so we accepted it, so now we accepted it and 
have to take care of it. That is the amendment I am having drafted and I certainly will give it 
to you as soon as I get it. You can review it and go from there. With that, is there any other 
discussion? We will try to meet tomorrow then.  
 
Conference Committee meeting adjourned.  
 



2019 SENATE STANDING COMMITTEE MINUTES 

Education Committee 
Sheyenne River Room, State Capitol 

SB 2214 
4/23/2019 

34945 (10:03) 
 

☐ Subcommittee 

☒ Conference Committee 

 

      Committee Clerk: Lynn Wolf 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible 

 
Chairman Schaible calls the Conference Committee to order on SB 2214. All members were 
present: Senator Schaible, Senator Rust, Senator Marcellais, Representative Owens, 
Representative Monson and Representative Sanford.  
 
Chairman Schaible: (See Att. #1) I passed out an amendment 19.0425.03006. This is the 
wording that we talked about at our last meeting. I will go over it a little bit so we are clear on 
it. For this year, we are taking $35 million out of what is in the foundation aid stabilization 
fund, making an infusion into the SCALF fund for that which is our ongoing school 
construction fund. Any funds available after June 30, 2019, another $40 million of earnings 
will be taken out of the foundation aid stabilization fund as it comes in. The biggest thing with 
that fund is that 15% of our school payments have to be accounted for in that fund first. After 
that – December or January of 2019-20, then whatever comes into that fund – foundation aid 
stabilization – could be used to make this $40 million infusion into the construction loan fund. 
That is what happens with that money. On the $5 million there were questions on that before. 
What happens with that $5 million – and it took Kalvin some time to explain it to me – what 
happens with any money that – right now we are putting in $75 million and loaning out $60 
million in the biennium. There are $15 million that can be used that they can buy up these 
existing loans that are in this SCEF funds which are the ones we did in the 2014-15 year that 
we didn’t have a fund set up for. What they do is any money that is left over – including the 
money that comes in from payments from schools that are making payments they roll the 
lowest amounts of funds into the fund. That is how we buy those loans. By doing that, and if 
it goes as planned, without any big surprises, the interest cost on that is $4.951 million. That 
is what that is based on. Next session, if things go as planned and projected, that interest 
cost would be only be $1.6 million for the next biennium. It would be $1.4 million the biennium 
after that unless we would roll the funds in faster – than that would go away. As we are 
planning right now with the projections – that $5 million next session would be $1.6 million 
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and if it continues, it would be $1.49. Section two is intent language and I guess this is what 
I also told you on that. The idea behind this is I figured that the plan we were going down on 
school construction. We said two years ago, we would make three infusions of $75 million 
and I just figured it that was our intention, that we should reaffirm that with section 2.  
 
(10:03) Representative Monson: I think we can agree to everything, but we do want to add 
one thing to your section 2 – to your intent. After “loan fund,” we add “$110 million to the 
Department of Public Instruction for state school aid integrated fund formula payments.” That 
would be included in the intent so we would have two things in the intent - $75 million and 
$110 million for the integrated payments. If we can put that all together, I think we have a 
deal. 
 
Chairman Schaible: Just to make sure, it is just adding the $110 million integrated payment 
at the end of the sentence.  
 
Representative Monson: Yes. 
 
Chairman Schaible: And it says $110 million dollars to the Department of Public Instruction 
for state school aid integrated formula payments. Everybody understands that? 
 
Representative Monson: That is what we have been doing the last two sessions.  
 
Chairman Schaible: Since the $75 million is first, I am happy with that.  
 

Representative Monson: I move amendment 19.0425.03006 with the addition of $110 million 
dollars to the Department of Public Instruction for state school aid integrated formula 
payments to it.  
 
Chairman Schaible: In other words, the House recedes and that is the motion then. 
 
Representative Sanford: Second. 
 
Roll Call Vote: 6 Yeas; 0 Nays; 0 Absent. 
 
Motion Carries.  
 
Senator Schaible will carry the bill in the Senate. 
 
Representative Monson will carry the bill in the House. 
 
Conference committee adjourned.  
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 221 4 

That the House recede from its amendments as printed on pages 1269 and 1270 of the Senate 
Journal and pages 1472 and 1473 of the House Journal and that Engrossed Senate Bill 
No. 2214 be amended as follows: 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilization fund to the school construction assistance 
revolving loan fund; and to provide a statement of legislative intent. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. TRANSFER - FOUNDATION AID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USES. The 
office of management and budget shall transfer the sum of $75,000,000 from the 
foundation aid stabilization fund to the school construction assistance revolving loan 
fund during the biennium beginning July 1, 2019, and ending June 30, 2021. Of the 
$75,000,000 transferred from the foundation aid stabilization fund, $35,000,000 is from 
funding available in the fund on June 30, 2019, and $40,000,000 is from earnings 
anticipated to be deposited into the fund during the biennium beginning July 1, 2019, 
and ending June 30, 2021. Pursuant to the continuing appropriation authority under 
section 15.1-36-08, $5,000,000, or so much of the sum as may be necessary, is 
available from the school construction assistance revolving loan fund to the Bank of 
North Dakota to provide interest rate buydowns associated with loans issued under 
section 15.1-36-06. In addition, provided sufficient funding is available for loans to local 
school districts, the Bank of North Dakota may utilize funding from the school 
construction assistance revolving loan fund to repay a portion of the outstanding 
principal balance of loans issued under section 15.1-36-06 for the purpose of 
transferring a portion of the loans issued under that section from the Bank of North 
Dakota to the school construction assistance revolving loan fund. The remaining 
amount transferred to the school construction assistance revolving loan fund is 
available for new school construction loans. 

SECTION 2. LEGISLATIVE INTENT - FOUNDATION AID STABILIZATION 
FUND. It is the intent of the sixty-sixth legislative assembly that, for the biennium 
beginning July 1, 2021, and ending June 30, 2023, the sixty-seventh legislative 
assembly appropriate $110,000,000 from the foundation aid stabilization fund to the 
department of public instruction for providing ongoing funding for state school aid and 
transfer $75,000,000 from the foundation aid stabilization fund to the school 
construction assistance revolving loan fund."  

Renumber accordingly 

Page No. 1 1 9.0425.03007 
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REPORT OF CONFERENCE COMMITTEE 
SB 2214, as engrossed: Your  conference committee (Sens·. Schaible, Rust, Marcellais and 

Reps. Monson, Sanford, Owens) recommends that the HOUSE RECEDE from the 
House amendments as printed on SJ pages 1 269-1 270, adopt amendments as 
follows, and place SB 22 1 4  on the Seventh order: 

That the House recede from its amendments as printed on pages 1 269 and 1 270 of the 
Senate Journal and pages 1 472 and 1 473 of the House Journal and that Engrossed Senate 
Bill No. 221 4 be amended as follows: 

Page 1 ,  line 1 ,  after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilization fund to the school construction 
assistance revolving loan fund; and to provide a statement of legislative intent. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. TRANSFER - FOUNDATION A ID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USES. The 
office of management and budget shall transfer the sum of $75,000,000 from the 
foundation aid stabilization fund to the school construction assistance revolving loan 
fund during the biennium beginning July 1 ,  201 9, and ending June 30, 202 1 . Of the 
$75,000,000 transferred from the foundation aid stabilization fund, $35,000,000 is 
from funding available in the fund on June 30, 201 9, and $40,000,000 is from 
earnings anticipated to be deposited into the fund during the biennium beginning 
July 1 ,  201 9, and ending June 30, 202 1 . Pursuant to the continuing appropriation 
authority under section 1 5 . 1 -36-08, $5,000,000, or so much of the sum as may be 
necessary, is available from the school construction assistance revolving loan fund to 
the Bank of North Dakota to provide interest rate buydowns associated with loans 
issued under section 1 5 . 1 -36-06. In addition, provided sufficient funding is available 
for loans to local school districts, the Bank of North Dakota may utilize funding from 
the school construction assistance revolving loan fund to repay a portion of the 
outstanding principal balance of loans issued under section 1 5 . 1 -36-06 for the 
purpose of transferring a portion of the loans issued under that section from the Bank 
of North Dakota to the school construction assistance revolving loan fund. The 
remaining amount transferred to the school construction assistance revolving loan 
fund is available for new school construction loans. 

SECTION 2. LEGISLATIVE INTENT - FOUNDATION A ID STABILIZATION 
FUND. It is the intent of the sixty-sixth legislative assembly that, for the biennium 
beginning July 1 ,  202 1 ,  and ending June 30, 2023, the sixty-seventh legislative 
assembly appropriate $1 1 0,000,000 from the foundation aid stabilization fund to the 
department of public instruction for providing ongoing funding for state school aid 
and transfer $75,000,000 from the foundation aid stabilization fund to the school 
construction assistance revolving loan fund."  

Renumber accordingly 

Engrossed SB 22 1 4  was placed on the Seventh order of business on the calendar. 
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Mem bers of t he  Com mittee, I am here today to i ntroduce SB 2214. Th is  legi s l at ion cont i nues 
on  o u r  efforts to p rovi d e  low-cost construct ion loa ns  for schoo l  d i str icts i n  No rth Dakota . I 
want to t ake j u st a few m i n utes and  p rovide a background  of Legis l ative Act ions  on  th i s  issue .  

• I n  the  l ate 1990's the legis latu re amended the Coa l  Deve lopment Trust F und  a n d  
created a schoo l  construct ion fund  o f  F ifty M i l l i on  Do l l a rs .  T he  fi rst l oans  were 

d i str ib uted in 1997. 

• I n  the  2013 sess ion, with p ress ing demands  for schoo l  construct ion  d u e  to ra p i d  
popu l at ion  growth, the legis lature expanded its l o an  p rograms .  I n  the  2013  sess ion, one  
h u n d red fifty m i l l i on  do l l a rs was appropriated from the Strategic I nvestments 

I nvestment F u n d  to the Department of Land  Trust for a schoo l  con struct ion p rogram .  
Th i s  fu nd i n g  was  adm i n istered with the s ame  p rogram gu ide l i nes a s  the  Coa l  
Deve lopment Trust F u n d  p rogram .  

.f z. 'i, 0 I (l•(J c) ., 0o-<> 

• I n  the  2015 Sess ion BND  was d i rected to p rovide  u p  to $250,000 i n  loans  to schoo l  
d istr icts .  BN D uti l i zed i ts  p rofits to "buy down" the i nte rest rate to 2%. Th rough th is  
p rogram,  BN D lent $123,000,000 to school  d i str icts for construct ion  p rojects ut i l i z ing S ix 
M i l l i o n  Do l l a rs a b ienn i um  from BN D's p rofits to buy down these loans .  BN D's ab i l ity to 

i n it i ate n ew loans i n  i ts program sunset i n  June of 2017.  

• The B N D  p rogram was cons idered a "Stop Gap" wh i l e  wait i ng  o n  a vote on "Measure 2" 
wh ich  e n ab led  legis l ative d i scret ion for a port ion of the  Resou rces Trust F u nd  ba l ance to 
s u ppo rt education .  

Senate B i l l  2272 i n  the 2017 Legis l ative sess ion,  took a ser ies  of  steps to conso l i date the va rious  
schoo l  construct ion  loan  p rograms i nto one fund ,  (Schoo l  Construct ion Assista nce Loan  Fund )  
centra l i zed the  a d m i n istrat ion and  p rovided $75,000,000 i nto SCALF to p rovide  $30,000,000 i n  

low interest l o an s  e a ch  year to  school d istr icts . Today, t he  SCALF F und  ha s  l o a n s  of 
$218,375,000 with a ssets of $229,772,000. 
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f ,z.  �H, I n  a dd it ion ,  582272 a uthorized Ba n k  of Nort h  Da kota to se l l  u p  to $50,000,000 of schoo l  

construct ion  loans  from the i r  portfo l io  i nto SCALF. As  noted ea r l i e r, BND i s  ut i l i z i ng  i t s  p rofits 

to p rovi d e  a 2% rate to schoo ls  t h rough a n  i nterest rate b uy-down s im i l a r  to a PACE p rogram 

loa n .  Schoo l  d ist r i cts i n  the  p rogram a re con cerned about i nterest rate i n creases as  th i s  

b uydown p rogram i s  s l ated to  sunset i n  J une  2025 . 

At t he  e n d  of t he  2017-2019 b i en n i um, BND  wi l l  h ave tran sferred i n  $40,000,000 i n  loan s  from 

its fu n d  to t he  SCALF .  B N D  conti n ues to ho l d  about $83,000,000 i n  school  con structio n  loans  on  
its books .  As  you w i l l  see  i n  the  p roposed b i l l , there is a n  i ntent to a uthor ize the  BND buy down 

p rogram for the l ife of the loans .  

Last sess i on, t he  concept deve loped for SCALF was  to p rovid e  th ree, $75,000,000 tra n sfers i nto 
the fu n d  ove r th ree sess ion s  from the Foundat ion Aid Stab i l i zat ion F u nd .  These cap ita l i nfl uxes 

wou l d  a l low the  fu n d  to grow a n d  p rovide  $30,000,000 per  yea r  in con struct ion fu nds  for a n  
i n defi n ite bas i s .  

Th i s  b ri ef h i story b ri n gs us  to  today and  Sen ate B i l l  2214 and  a d ifferent set of  economic  
c i rcumstan ces than  i n  2017 .  Wh i l e  the need for school con struct ion  conti n u es, the  economic  
downtu rn  and i t s  i m pact on state tax  reven ues creates a need to revi se the  p l an  and that i s  

what we a re p ropos i n g  today. 

Future Construct ion Demand 

Before I go i nto b i l l  s pec ifics, l et me p rovi de  some i ns ight on  a nt ic i p ated demand  for schoo l  
con struct ion .  Ba n k  of North  Dakota i n  cooperat ion with the Depa rtment of Pub l i c  I n struct ion 
d id an eva l u at ion  of the last 10-yea rs of school  construct io n  in No rth  Da kota .  As you can see on 
the s l i de, when the h ighs  and lows were e l im i n ated, there was a bout j u st under  $ 125,000,000 

in schoo l  con st ruct ion  per  yea r  in the  l ast d ecade .  

There i s  som e  d i scuss ion that the "height" of schoo l  construct ion  i s  over. However, the 
n u m bers p rovid ed  by the depa rtment of  p ub l ic i n struct ion  d ispute that conc l us ion . DP l 's 

p roject ion s  i n d i cate the cu rrent est imated pub l ic-schoo l  e n ro l lment i s  1 10,842 in grades 
ki n d e rgarten  t h ro ugh 12 .  E n ro l lment i s  p rojected to grow by a lmost 5 percent, to 116,347, by 
2021 .  I n  va ri ou s  p a rts of the state, there wi l l  be p ress i ng  needs  for schoo l  construct io n .  

A nd ,  a s  we  a l l  know, one  o f  t h e  b iggest concerns o f  voters across No rth Dakota i s  p roperty 
taxes. I be l i eve i n  some of the  h igh growth a reas, there i s  a growing  sense of bond fat igue i n  
the  com m u n ity. The quest ion  i s  how does t h e  state he l p ?  

The  school  construct ion p rogram i s  p rovin g  successfu l a n d  S82214 seeks to  bu i l d  on that 

success .  
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As I noted ear l ie r, the  o rigi n a l  p l an  for SCALF was to p rovide a $75,000,000 ca p ita l i nfus ion th i s  

session  from the Foundat ion A id  Stab i l i zat ion Fund .  U nfortunate ly, the economic  
ci rcu mstances wi l l  not a l low th is  infus ion .  I n  the 2017-2019 b ien n i um, Foundat ion A id  
contri bute 15% of  the $ 1 .9B i n  "Form u l a  payments" to  school  d i str icts. That percentage cou l d  

grow to  18% i n  th i s  b ienn i um .  

What does seem feas ib l e  i s  uti l i z ing of $25,000,000 i n  funds  t o  support SCALF. Based on th i s  
fu nd i ng  leve l ,  there a re two po l i cy options .  

• F i rst, to s im p ly put  the money i nto the fund  for add it iona l  loans  to school  d i st ricts. 
Based on the cu rrent parameters of the fund  $25,000,000 is  not q u ite an a l l ocation  for 
one  yea r  of loans .  

• The second  opt ion is to uti l ize the a l l ocat ion and  cons ider  it pa rt of a long-term 
payment opt ion to a l low the Bank of North Dakota to d i rect the North Da kota Pub l ic 
F i n ance Agency to bond for a l a rger amount with repayment over a 20 or  30-year  term . 

What i s  p roposed i n  SB2214 is the second a lternative, to enab le  BND  to bond for a n  amount up  
to  $250,000,000 to  cap ita l i ze  SCALF. Th is p roposa l i s  qu ite a deviat ion from past act ions by the 
Legis latu re and I want to p rovide some in s ight i nto how th i s  m ight work. 

As you can see from the fo l l owi ng gra ph ic, the concept i s  to uti l ize a sma l l  port ion of the 

Foundat ion Aid Transfer as  payment for a long-term bond .  The bond p roceeds wou l d  be p l aced 
i n  SCALF a nd  l ent out at 2%. 

Concept: To "Disconnect" the Repayment and Interest Rate of An Appropriat ion Bond from the 
Repayment and Interest Rate of a Loan  to A School Distr ict 

....----oi $200,000,000to Sdloal Conltndan 
..... Loin fund 

Rilpavn111t1t llledl to IND IRLf 
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Uti l i z i ng  th i s  mode l  enab les the Legis latu re to accomp l ish  the  fo l l owing objectives. 

1 .  I t creates a n  inject ion of $200,000,000 i nto SCALF that can be used to fu nd  near-term 
school construct ion projects. 

2. I t spreads the repayment for the bond out over a long-term match i ng  the l ife of an asset 
with a generation repayment strategy. 

3. It a l lows the Legis lature to increase the loan ca p to $ 15,000,000 per voter app roved 
bond issue and up to $25,000,000 for l a rger p rojects assum i ng  fu nd i ng  i s  ava i l ab l e .  

4 .  It i ncreases the amount avai l ab l e  for school construct ion from $60,000,000 per  
b ienn i um to  $83,000,000 per  b ien n i um .  

5 .  It creates a long-term revolvi ng fu nd  that i s  susta i nab l e  without add it iona l  cap ita l  
i nj ect ions from the Legis latu re or  the Foundat ion A id Stab i l i zat ion Fund .  

I m pact of $ 200m On Sch oo l  Construct ion  Revo lvi ng Loa n Fu nd 

Enables Total Loans / Bienn ium to Increase from $60m to $86m 

Loans Rema in ing at BND ($83m) Mainta i n  a 2% Interest Rate with Buy-Down Through 2038 

SCALF Cash Ba lance VS Loans Provided 

S250,000,000 

$200,000,000 

SlS0,000,000 

Cash Ba""1c&0 Stays Positr� 

s100,000,000 

S.50,000,000 

. I 
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Positive I mpact To North Dakota Tax Payers 

Be low, you wi l l  fi n d  a gra p h ic t h at p rovides some  ins ight i nto the pos itive impact SCALF wi l l  

h ave on  No rth Da kota taxpayers .  The h igh l ights i nc l ude :  

• By 2035, t he  I RLF wi l l  h ave Loaned $780,000,000 to loca l School  D istricts . 

5 � ZLI L/ 
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• Ass um i n g  a 4 .25% M arket Rate, Tax Payers Wi l l  Save $204,819, 174 i n  I nterest costs by 

2035 .  

• Acce l e rated con struct io n  schedu les p rotect agai nst i nflat ion and  i n creas ing costs of 

con struct io n .  

• By 2035, tota l a ssets i n  the  fu nd  exceed $500,000,000 creati ng  a n  on-go ing  susta i nab l e  
revo lvi n g  l o an  fu n d  for futu re generations .  

Overview of School Construction Assistance Revolving Loan Fund 

Return on I nvestment 

Current Status SCALF 

Assumptions 

lion,:! '.>?50.00IJ.IXXJ 
iro1,I ""''·""'t A,t.anc:t<,1 In >")'""''� ) 

SCALF Evolution Through 2035 
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• Undlr tht Alunptlcn. .. 2035, the IIU wil hawloaMct $7IO,CIOIUIUO to laal 5dlOIII Dlllricll.  
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Note [1nrnrest on $780M / 20Ye�r s @ 4,2S1i. • $369,5 o.m) i!Ate.re-;t o 5 760M / 20 Years @ 2,., • $ 64,691.425) 



') {3 2.Z. l '-I 
t -2. Z  - I ? 
r- ,  o P (,  

,,-., Addressing School Loans I n  the BND School Construct ion Fund 

• 

I n  the 2015 Legis l at ive Sess ion ,  the  Ba n k  of North Dakota was i n structed to imp lement a short
term schoo l  construct ion p rogram .  Th is program resemb l ed the  PACE p rogram i n  that BND  
"Bought Down" t he  i nterest rate t o  2%  for t he  schoo l s .  U nder  t h i s  p rogram,  BN  D put on loa ns 
of $ 123,000,000 to schoo l  d i str icts . 

The buy down amount was a pp ropriated from BND ea rn i ngs a nd  i s  a nt ic ipated to be 
$5,000,000 i n  the 2019-2021 b ien n i um .  As th i s  p rogram was ant ic i pated to be  short-term, the 
2015 Legis lat ion p ut a s un set on  the buy down p rogram of 2025 .  

Obvious ly, t h i s  s u n set of a lower interest rate i s  mak ing  schoo l  d i str icts i n  the BND program 
nervous  as  to what h a ppens  when the sun set c lause i s  i n it i ated . To add ress th i s  issue, i n  the 
cu rrent b i en n i u m, l eg is lat ion a l l owed BND  to se l l  u p  to $50,000,000 of its $ 123,000,000 i n  loans 
to SCALF .  BND has tra nsferred $40,000,000 i n  loans leav ing $83,000,000 as pa rt of its loan 
portfo l i o .  The goa l  was to t ran sfer the rema i n i ng  loans  into SCALF by 2025. 

The  ch a l l enge i s  if B N D  cont i n ues  to tra nsfe r loans i nto SCALF, it ut i l i zes $83,000,000 in fu nd i ng  
that i s  needed for n ew construct ion projects .  To add ress th i s  i ssue, SB2214 h as two p rovis ions .  

1 .  It removes the sunset c l ause on the BND  p rogram enab l i ng  BND  to carry to schoo l  
construct ion  loans to term with a guaranteed 2% i nterest rate to those school d istricts. 

2 .  I n stead of  us i ng  BND  earn i ngs to  buy down the i nterest rate, the  buy down is secured 
from the  Foundat ion Aid Stab i l i zation  transfer. 

Summary 

I n  c los i ng, let m e  say I know th i s i s  a lot to d igest and  i s  a su bstant i a l  change from the  p revious 
a pp roach to fu nd i n g  schoo l  construct ion .  However, North Dakota i s  i n  a new era and  growth is 
p roj ected to cont i n u e .  To meet the needs of our com mun it ies i n  attract ing a n d  reta i n i ng  
ta lent, a q u a l ity schoo l  d istr ict i s  essenti a l .  Th is p l an  enab les the state to  pa rt ic i pate with the  
schoo l  d i str icts by p rovi d i ng  longe r-term low i nterest loans .  
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Introduced by 

Senators Schaible, Rust 

Representative Owens 

SENATE B ILL NO. 221 4 

1 A BILL for an Act to create and enact section 6-09.4-29 of the North Dakota Century Code, 

2 relating to debt service payments; to amend and reenact subdivision c of subsection 5 of 

3 section 6 09.4 03 and sections 6-09.4-06, 6-09.4-10, and 15.1-36-06 of the North Dakota 

4 Century Code, relating to public f inance agency definit ions, borrowing and lending authority, 

5 reserve funds, and school construction loans; to authorize the use of funds; to provide a bond 

6 issuance l imitation; to provide an effective date; and to declare an emergency. 

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

8 SECTION 1 .  AMENDMENT. Subdivision c of subsection 5 of section 6 09.4 03 of the North 

9 Dakota Century Code is amended and reenacted as folloi.vs: 

10 

11 

12 

c. The Bank of North Dakota for the following purposes of the� 

ill The revolving loan fund program established byunder chapter 61 28.2; and 

@ The school construction assistance revolving loan fund established under 

13 section 15.1 36 08. 

14 SECTION 2. AMENDMENT. Section 6-09.4-06 of the North Dakota Century Code is 

15 amended and reenacted as follows: 

16 6-09.4-06. Lending and borrowing powers general ly. 

17 .L The public f inance authority may lend money to political subdivisions or other 

18 
19 
20 

21 

22 

23 
24 

contracting parties through the purchase or holding of municipal securit ies which, in 

the opinion of the attorney general, are properly eligible for purchase or holding by the 

public f inance authority under this chapter or chapter 40-57 and for purposes of the 

public f inance authority's capital f inancing program the principal amount of any one 

issue does not exceed five hundred thousand dollars. However, the public finance 

authority may lend money to polit ical subdivisions through the purchase of securities 

issued by the polit ical subdivisions through the capital f inancing program without 

Page No. 1 19.0425.01000 
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regard to the principal amount of the bonds issued, if the industrial commission 

approves a resolution that authorizes the public finance authority to purchasethe 

securities. The capital financing program authorizing resolution must state thatthe 

industrial commission has determined that private bond markets wil l not be responsive 

to the needs of the issuing political subdivision concerning the securities or, if it 

appears that the securities can be sold through private bond markets without the 

involvement of the public finance authority, the authorizing resolution must state 

reasons for the public finance authority's involvement in the bond issue. The public 

finance authority may hold such municipal securities for any length of time it finds to 

be necessary. The public finance authority, for the purposes authorized by this chapter 

or chapter 40-57, may issue its bonds payable solely from the revenues available to 

the public finance authority which are authorized or pledged for payment of public 

finance authority obligations, and to otherwise assist political subdivisions or other 

contracting parties as provided in this chapter or chapter 40-57. 

The public finance authority may lend or transfer money to the Bank of North Dakota 

tffiGefas fol lows: 

� Under terms and conditions requiring the Bank to use the proceeds to make 

loans for agricultural improvements that qualify for assistance under the revolving 

loan fund program established byunder chapter 61 -28 .2; and 

b.  Under terms and conditions requiring the Bank to use the transferred proceeds to 

make loans for school construction projects that qualify for assistance under the 

school construction assistance revolving loan fund established under section 

1 5 . 1 -36-08 . Bonds issued for this purpose are payable in each biennium solely 

from amounts that the legislative assembly may appropriate for debt service for 

any biennium or from a reserve fund established for the bonds and nothing in this 

section shal l be construed to require the state to appropriate funds sufficient to 

make debt service payments with respect to the bonds or replenish a related 

reserve fund. The bonds are not a debt of the Bank or the state and the ful l faith, 

credit and taxing powers of the state are not pledged to the payment of the bonds 

and the obligation of the public finance authority with respect to the bonds shal l  

terminate and the bonds shal l no longer be outstanding as of the date appropriated 

funds and reserves are not sufficient to pay debt service on the bonds. In addition 

Page No. 2 1 9.0425.01 000 
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to providing funds to transfer to the Bank, proceeds of the bonds may be used !Sy 
the public finance authority to pay the costs of issuance of the bonds and establish 

a reserve fund for the bonds. 

4 3. Bonds of the public finance authority issued under this chapter or chapter 40-57 are 

5 not in any way a debt or liability of the state and do not constitute a loan of the credit of 

6 
7 
8 
9 
1 0  
1 1  

1 2  

1 3  
1 4  

the state or create any debt or debts, liability or liabilities, on behalf of the state, or 

constitute a pledge of the faith and credit of the state, but all such bonds are payable 

solely from revenues pledged or available for their payment as authorized in this 

chapter. Each bond must contain on its face a statement to the effect that the public 

finance authority is obligated to pay such principal or interest, and redemption 

premium, if any, and that neither the faith and credit nor the taxing power of the state 

is pledged to the payment of the principal of or the interest on such bonds. Specific 

funds pledged to fulfill the public finance authority's obligations are obligations of the 

public finance authority. 

1 5  4. All expenses incurred in carrying out the purposes of this chapter or chapter 40-57 are 

1 6  payable solely from revenues or funds provided or to be provided under this chapter or 

1 7  chapter 40-57 and nothing in this chapter may be construed to authorize the public 

1 8  finance authority to incur any indebtedness or liability on behalf of or payable by the 

1 9  state. 

20 SECTION 3. AMENDMENT. Section 6-09.4-10 of the North Dakota Century Code is 

2 1  amended and reenacted as follows: 

22 6-09.4-10. Reserve fund. 

23 1 .  The public finance authority shall establish and maintain a reserve fund in which there 

24 

25 

26 
27 
28 

29 

30 

3 1  
32 

33 

must be deposited all moneys appropriated by the state for the purpose of the fund, all 

proceeds of bonds required to be deposited therein by terms of any contract between 

the public finance authority and its bondholders or any resolution of the public finance 

authority with respect to the proceeds of bonds, any other moneys or funds of the 

public finance authority which it determines to deposit therein, any contractual right to 

the receipt of moneys by the public finance authority for the purpose of the fund, 

including a letter of credit or similar instrument, and any other moneys made available 

to the public finance authority only for the purposes of the fund from any other source 

or sources. Moneys in the reserve fund must be held and applied solely to the 

payment of the interest on and the principal of bonds and sinking fund payments as 
Page No. 3 19.0425.01000 
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1 the same become due and payable and for the retirement of bonds, including payment 

2 of any redemption premium required to be paid when any bonds are redeemed or 

3 retired prior to maturity. Moneys in the reserve fund may not be withdrawn therefrom if 

4 the withdrawal would reduce the amount in the reserve fund to an amount less than 

5 the required debt service reserve, except for payment of interest then due and payable 

6 on bonds and the principal of bonds then maturing and payable and sinking fund 

7 payments and for the retirement of bonds in accordance with the terms of any contract 

8 between the public finance authority and its bondholders and for the payments on 

9 account of which interest or principal or sinking fund payments or retirement of bonds, 

1 0  other moneys of the public finance authority are not then available in accordance with 

1 1  the terms of the contract. The required debt service reserve must be an aggregate 

1 2  amount equal to at least the largest amount of money required by the terms of all 

1 3  contracts between the public finance authority and its bondholders to be raised in the 

1 4  then current or any succeeding calendar year for the payment of interest on and 

1 5  maturing principal of outstanding bonds, and sinking fund payments required by the 

1 6  terms of any contracts to sinking funds established for the payment or redemption of 

1 7  the bonds. 

1 8  2. If the establishment of the reserve fund for an issue or the maintenance of an existing 

1 9  

20 

2 1  

22 

23 

24 

25 

reserve fund at a required level under this section would necessitate the investment of 

all or any portion of a new reserve fund or all or any portion of an existing reserve fund 

at a restricted yield, because to not restrict the yield may cause the bonds to be 

taxable under the Internal Revenue Code, then at the discretion of the public finance 

authority no reserve fund need be established prior to the issuance of bonds or the 

reserve fund need not be funded to the levels required by other subsections of this 

section or an existing reserve fund may be reduced. 

26 3.  No bonds may be issued by the public finance authority unless there is in the reserve 

27 

28 

29 

30 

31  

32 

33 

fund the required debt service reserve for all bonds then issued and outstanding and 

the bonds to be issued. Nothing in this chapter prevents or precludes the public 

finance authority from satisfying the foregoing requirement by depositing so much of 

the proceeds of the bonds to be issued, upon their issuance, as is needed to achieve 

the required debt service reserve. The public finance authority may at any time issue 

its bonds or notes for the purpose of providing any amount necessary to increasethe 

amount in the reserve fund to the required debt service reserve, or to meet such 
Page No. 4 19.0425 .01000 
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higher or additional reserve as may be fixed by the public finance authority with 

respect to such fund. 

3 4 .  In order to assure the maintenance of the required debt service reserve, there shall be 

4 
5 
6 
7 

8 
9 
1 0  

appropriated by the legislative assembly and paid to the public finance authority for 

deposit in the reserve fund, such sum, if any, as shall be certified by the industrial 

commission as necessary to restore the reserve fund to an amount equal to the 

required debt service reserve. However, the commission may approve a resolution for 

the issuance of bonds, as provided by section 6-09.4-06, which states in substance 

that this subsection is not applicable to the required debt service reserve for bonds 

issued under that resolution. 

1 1  5 .  If  the maturity of a series of bonds of the public finance authority is three years or less 

1 2  
1 3  

1 4  
1 5  
1 6  
1 7  
1 8  

from the date of issuance of the bonds, the public finance authority may determine that 

no reserve fund need be established for that respective series of bonds. If such a 

determination is made, holders of that respective series of bonds may have no interest 

in or claim on existing reserve funds established for the security of the holders of 

previously issued public finance authority bonds, and may have no interest in or claim 

on reserve funds established for the holders of subsequent issues of bonds of the 

public finance authority. 

1 9  6. The industrial commission may determine #lat this section is inapplicable in whole or 

in part for bonds issued under sectionas follows: 

a. Under section 6-09.4-06: 

� Under section 6-09.4-24; or tffiGef 

20 

2 1  
22 
23 c. Under the public finance authority's state revolving fund program . 

24 SECTION 4. Section 6-09.4-29 of the North Dakota Century Code is created and enacted 

25 as follows: 

26 6-09.4-29. Debt service requirements - School construction assistance revolving loan 

27 fund - Foundation aid stabilization fund.  

28 Each biennium,  the public finance authority shall request from the legislative assembly an 

29 appropriation from the foundation aid stabilization fund to meet the debt service requirements 

30 for evidences of indebtedness issued by the authority to support the school construction 

3 1  assistance revolving loan fund. 

32 SECTION 5. AMENDMENT. Section 15.1-36-06 of the North Dakota Century Code is 

33 amended and reenacted as follows: 
Page No. 5 19.0425.01000 
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15.1-36-06. School construction loans - Bank of North Dakota. (Repealed effective 

July 1, 20-232038) 

3 1. In addition to any construction loans made available under section 15.1-36-02, the 

4 

5 
6 

Bank of North Dakota may provide up to two hundred fifty million dollars to eligible 

school districts for school construction loans until June 30, 2017 . After June 30, 2017, 

no new loans may be provided under this section. 

7 2 .  To be eligible for a loan under this section, the board of a school district shall : 

8 a. Propose a new construction or remodeling project with a cost of at least 

9 

1 0  
1 1  
1 2  
1 3  
1 4  

1 5  

1 6  
1 7  
1 8  
1 9  
20 
2 1  
22 
23 

24 

25 
26 

27 
28 
29 
30 
3 1  

one million dollars and an expected utilization of at least thirty years; 

b. Obtain the approval of the superintendent of public instruction for the project 

under section 15.1-36-01; 

c .  (1) Request from the tax commissioner a statement of the estimated tax 

increase, in mills and dollars, which would be applicable to a residential 

parcel of average true and full value within the county in which the school 

district is headquartered, if a loan under this section and any associated 

school construction bond issue were to be authorized in accordance with 

chapter 21-03; 

(2) Request from the tax com missioner a statement of the estimated tax 

increase, in mills and dollars, which would be applicable to an acre of 

cropland and to an acre of noncropland, of average true and full value within 

the county in which the school district is headquartered, if a loan under this 

section and any associated school construction bond issue were to be 

authorized in accordance with chapter 21-03; 

(3) Publish in the official newspaper of the district the information from the 

statements required by this subdivision with the notice of the election to 

authorize the school construction bond issuance in accordance with section 

21-03-12; and 

(4) Post on the school district's website the information from the statements 

preceding the date of the election to authorize the school construction bond 

issuance in accordance with chapter 21-03; 

d .  Receive authorization for a bond issue in accordance with chapter 21-03; and 

32 e. Submit a completed application to the Bank of North Dakota. 

33 3. With the advice and consent of the superintendent of public instruction, the Bank of 
Page No. 6 19.0425.01000 
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North Dakota shall award the loans in accordance with a prioritization system that is r · 

based on a review of all applications filed during the twelve-month period preceding 

April first and gives consideration to: 

a .  Student occupancy and academic needs in the district; 

b .  The age of existing structures to be replaced or remodeled; 

c .  Building design proposals that are based on safety and vulnerability 

assessments; 

d. Community support; 

e. Cost; and 

f .  Any other criteria established in rule by the superintendent of public instruction, 

after consultation with an interim committee appointed by the legislative 

management. 

1 3  4 .  The term of a loan under this section is twenty years, unless a shorter term is 

1 4  requested by the board of a school district in its application. 

1 5  5 .  The interest rate on a loan under this section may not exceed two percent, until July 1 ,  

1 6  
1 7  
1 8  

2025. Thereafter, the interest rate on the remainder of a loan under this section: 

a. May not exceed the Bank of North Dakota's base rate; or 

&. May be a fixed rate per year. 

1 9  6. I f  a school district's unobligated general fund balance on the preceding June thirtieth 

20 
2 1  
22 

exceeds the limitation set forth under section 15.1-27-35. 3, the loan amount to which 

that district is entitled under this section may not exceed eighty percent of the project's 

cost . 

23 7 .  The maximum loan amount to which a school district is entitled under this section is 

24 twenty million dollars. 

25 SECTION 6. SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USE 

26 OF FUNDS - BANK OF NORTH DAKOTA. Pursuant to the continuing appropriation authority 

27 under section 15.1-36-08, $4 ,000,000 $5,000,000, or so much of the sum as may be necessary, 

28  is available from the school construction assistance revolving loan fund to the Bank of North 

29 Dakota to provide interest rate buydowns associated with loans issued under section 15.1-36-06, 

30 for the biennium beginning July 1,  2019, and ending June 30, 2021. 

31  SECTION 7 .  PUBLIC FINANCE AUTHORITY - BOND ISSUANCE LIMITATION -

32 FOUNDATION AID STABILIZATION FUND. Pursuant to the bonding authority under section 

Page No. 7 19.0425.01000 
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indebtedness for the purpose of supporting the school construction assistance revolving loan 

fund during the biennium beginning July 1, 2019, and ending June 30, 2021. 

SECTION 8. EFFECTIVE DATE. This Act becomes effective on July 1, 2019. 

SECTION 9. EMERGENCY. This Act is declared to be an emergency measure. 

Page No. 8 19.0425.01000 
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Co nst i t u t i o n a l Gove rn i ng La ngu age 
>- The Fou ndat ion Aid Stab i l i zat ion Fund  was created by a const itut iona l  amendment adopted by 

North Dakota's voters in 1994. Art ic le  X, § 24 of the North  Da kota Const itut ion req u i res t he  State 
Treasu rer  to deposit 10% of the O i l  Ext ract ion Taxes co l l ected each month i nto the  Fou ndat ion  Aid 
Sta b i l izat ion F u nd .  

>- The interest i n come ea rned i s  deposited t o  t he  State's Gene ra l  F u nd .  The p ri nc ipa l may on ly be 
expended u pon orde r  of the Governor a nd  on ly for the pu rpose of offsett i ng fou ndat ion a i d  
red uct ions made by execut ive act ion pu rs uant to  l aw due  to a revenue  shortage . 

>- If  the  ba l ance of the fu nd  exceeds fifteen percent of the  most recent gene ra l  fu nd app ropriat ion 
for state a i d  to schoo l  d ist r icts, the  excess ba l a nce may be u sed for other  ed ucat ion - re l ated 
pu rposes . 



Act i o n s  I n  Th e 2017  Leg i s l a t i ve Sess i o n  

N DCC 15. 1-36-06 
2015 Session 

NDCC 15. 1-36-02 

N DCC 15. 1-36.02 

# 2 SCALF -Land 
Trust 

$150m 

$143m Outstand ing 
$9.0m Cash 

Loan Approvals by DPI 
Administration by BND 

$60M a Biennium for New 
Construction 

N DCC 15. 1-37-07 
2015 Session 

•3 Foundation Aid 
S bilization Trus 
Fund $75,000.000 

x 3 Sessions 

Fund Becomes Self
Sustain ing 



• 
Cu rrent Schoo l  Co n st ru ct i o n  Revo lv i ng  Loa n  F u n d  Ba l a n ces 

School District Date Funded Final Payment Outstanding Balance 

WILLISTON PUBLIC SCHOOL DIST#l 09/25/2015 10/01/2034 $17,977,690.53 

M INOT PUBLIC SCHOOL DIST #1 11/13/2014 06/01/2034 $16,518, 142.62 School District Date Funded Final Payment Outstanding Balance 

WAHPETON PUBLIC SCHOOL DIST#37 01/22/2014 06/01/2033 $15,356,718.24 POWERS LAKE PUB SCHOOL DIST#27 07/01/2014 06/01/2034 $1,627,797.87 

BISMARCK PUBLIC SCHOOL DIST 06/30/2014 06/01/2034 $12,539,214.21 TURTLE LAKE-MERCER DIST #72 11/01/2013 06/01/2033 $1,411,083.03 

GRAND FORKS PUB SCHOOL DIST #1 12/02/2013 06/01/2033 $11, 772,88S.84 NORTHERN CASS PUB SCHOOL #97 08/01/2013 06/01/2033 $ 1,366,717.72 

GRAFTON PUBLIC SCHOOL DIST #3 04/01/2014 06/01/2033 $11,267,668.33 H ILLSBORO PUBLIC SCHOOL DIST#9 08/11/2016 02/01/2036 $ 1,011,473.00 

School District Date Funded Final Payment Outstanding Balance School District Date Funded Fina l Payment Outstanding Balance 

MANDAN PUBLIC SCHOOL DIST 08/01/2013 06/01/2033 $8,640, 128.34 N EW ENGLAND PUB SCHOOL DIS #9 08/15/2013 06/01/2032 $870,465.20 

WEST FARGO PUB SCHOOL DIST #6 04/01/2014 06/01/2033 $7,597,734.30 SURREY PUBLIC SCHOOL DIST #41 08/15/2013 06/01/2033 $719,014.92 

SOUTH PRAIRIE SCHOOL DIST. 70 11/14/2014 06/01/2034 $7,234,623.76 NEW ROCKFORD SHEYENNE SCHOOL 2 06/30/2018 05/01/2038 $481,482.30 

STANLEY PUBLIC SCHOOL DIST #2 06/25/2015 12/01/2035 $7, 197,825.98 UN ITED PUBLIC SCHOOL DISTRICT 06/30/2018 08/01/2037 $ 195,437.00 

WEST FARGO PUB SCHOOL DIST #6 08/01/2013 06/01/2033 $6,945,338.36 E IGHT M ILE PUBLIC SCHOOL D IST 6 06/01/2018 05/01/2038 $304, 121.00 

MCKENZIE COUNTY SCHOOL DIST #1 01/28/2015 06/01/2034 $5,978,171.34 HATTON E I ELSON DISTRICT 7 08/01/2018 05/01/2038 $0.00 

TIOGA PUBLIC SCHOOL DIST #15 12/01/2014 06/01/2034 $5,695,559.57 

School District Date Funded Fina l Payment Outstanding Balance Principal Outstanding 8/20/2018 $173,253,971.54 

FLASHER PUBLIC SCHOOL DIST #39 12/01/2016 08/01/2036 $4,878,457.60 Committed as of 8/20/2018 $47,113,536.86 

MAPLETON PUBLIC SCHOOL DIST 02/22/2017 08/01/2037 $4,842,287.55 Sti l l  Ava i lable for 17-19 Biennium $6,045,000.00 

MINOT PUBLIC SCH DISTRICT #20 08/07/2015 08/01/2035 $4,688,163.24 Principal Payments Remaining 17-19 ($9,220,202.32) 

CENTRAL CASS PU BLIC SCHOOL 06/30/2018 11/01/2037 $4,251,598.77 Biennium 

KULM PUBLIC SCHOOL DISTRICT #7 09/15/2015 09/01/2035 $3,424,472.00 Loans Outstanding 6/30/2019 $217, 192,306.08 

RICHLAND PUBLIC SCHOOL DIS #44 08/01/2013 06/01/2033 $3,297,542.46 

STRASBURG PUBLIC SCHOOL DIST 10/12/2016 08/01/2036 $2,592,468.16 

WESTHOPE PUB SCHOOL DIST #17 12/01/2014 06/01/2034 $2,569,688.30 
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P roj ect i ng  Sch oo l  Co n st ru ct i o n  N eed s 
Annua l  School Construction Investment 

I I I 
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Notes on  Schoo l Construct ion 

10-Year  Construct ion Tota l = $1, 664,571,919 

10-Year Average = $166,457, 197 

12 Projects Tota led $759,886,736 

Tota l M i n u s  Major  Projects = $904,685, 183 

10-Year  Average = $90,468,518 / Yea r  

Remove H igh and  Low Yea rs = $1,247,292,742 

10-Year  Average = $124,729,274 / Yea r  



Concept :  To "Disco nnect" the Repayment a n d  I nte rest Rate o f  An Appropriat io n  Bond  from the  

Repayment and  I nterest Rate of  a Loa n to  A School D ist r ict 

I Foundation Aid Balance $508,432,370 I $200,000,000 to School Construction . 

l Revolving Loan Fund 

l Anticipated Transfer $315,039,140 

l 
2% Loans for 20-Years 

! 30-Year Bond Provides I Commercial Bond Holders . , $200,000,000 In Proceeds Repayment Back to BND IRLF 

l I 
Bond Payment of $2Sm / Biennium 

4.5% Interest Rate 



I m pact of $200m On  Sch oo l  Con st ru ct i o n  Revo l v i ng  Loa n F u n d  

Ena b les Tota l Loans / B ien n i um  to I ncrease from $60m to $86m 

Loa ns Rema i n i ng at BND  ($83m)  Ma i nta i n  a 2% I nterest Rate with Buy-Down Th rough 2038 

$250,000,000 

$200,000,000 

$150,000,000 

$100;000,000 

$50,000,000 

so I 
y 

)'I>
<:( 

I 
!').'b � 

.... 'I, 

� � � 
)'I>

"' 
)'Ii 
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Cash Balance Stays Positive 
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Overview of Schoo l Construct ion Ass ista nce Revo lvi ng Loa n Fund 
Return on I nvestment 

Cu rrent Status  SCALF 

Assumpt ions 

Bond $250,000,000 
(Tota l Amount Advanced in 5-Years. ) 

SCALF Evo l ut ion Th rough 2035 

Biennium Ending 2021 

Loans Funded: $90,000,000 

0utstanct1ns $284,597,490 
Repayments $28,648,409 
Loan Loss Res. $2,183,753 
cash $198,442,645 

Total Assets 
$491,932,746 

Highlights: 

Biennium Ending 2025 

Loans Funded: $90,000,000 

Outstanding $391,898,175 
Repayments $49,548,932 
Loan Loss Res. $3,918,983 

cash $99,448,927 

Total Assets 
$487,428,119 

Biennium Ending 2035 

Loans Funded: $780,000,000 

OUtstandlng $513,730,377 
Repayments: $537,078,367 
Loan Loss Res. $5,137,306 

cash $23,968,722 

Total Assets 
$532,561,793 

• Under the Assumptions, by 2035, the IRLF wlll have Loaned $780,000,000 to local School Districts. 
• Assuming a 4.25" Market Rate, Tax Payers Will Save $204,819,174 In Interest costs by 2035. 
• Accelerated construction schedule protect against Inflation and Increasing costs of construction . 

Note ( Interest on $780M / 20 Years @ 4.25% = $369,510,599) { I nterest on $780M / 20 Years @ 2% = $164,691,425) 

,: 
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Fo u n d at i o n  A i d Sta b i l i za t i o n  F u n d  

Ana lys i s  of Foundat ion Aid Stab i l i zat ion Fund  with $25,000,000 Appropr iated for 
$200,000,000 Bond  to Fund  School  Construct ion Revo lvi ng Loan Fund  

Tax Revenue  Requ i red Ca n  B e  B ien n i um  
Pri nc ipa l Ba l a nce Deposit M i n .  Ba l a nce Appropriated Bond ing  Amt. B ien n i um  

$633,793,830 
$429,745,348 
$439,631 , 185 
$442,046,610 

$171,570,512  
$ 195,462,385 
$ 184,419,370 

$269, 168,800 
$214,831 ,704 
$231,233,589 

$ 149,371 , 1 16  
$ 155,943,349 
$ 132,864,480 

( 17-19 Approp )  
25,000,000 
25,000,000 

$130,943,349 
$107,864,480 

2017-2019 
2019-2021 
2021-2023 
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Bonding 

State of North Dakota 

• 

Bonding Topics 

• ND Bonding 
• Common Bond Structures 
• State Agency Debt 
• Moral Obligation 
• Ratings & Rating Scales 
• General Obligation Debt Nation -wide 
• Net Tax Supported Debt 
• Relative Debt Ratios 
• 201 9-202 1 Proposed Bonding Bills 
• Uti lization of Legacy Fund Earnings 
• Moody's 
• Standard & Poor's 

• 

• 

• Bond Terminology 
• Who Buys Bonds? 
• Bond I ssue Process 
• Taxable vs Tax-Exempt Bonds 
• Competitive vs. Negotiated Bond Sales 
• Bond I ssue Expenses 
• Required Reserves 
• Post I ssuance Requirements 
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ND Bonding Article X, Section 13 of the North Dakota Constitution 

The State may not incur general obligation debt un less evidenced by a bond issue authorized by 
law for c learly defined purposes . 
Every law authorizing a general obligation bond issue must: 

• Provide for a levying of an annual tax, or make some other provision , sufficient to pay the interest 
semiannually and the principal within 30 years from the date of issuance. 

• Specifically appropriate the proceeds of the tax levy, or such other provision , to the repayment of the 
principal of and interest on the bonds. 

The appropriation referred to above may not be repealed , or the tax or other provision 
discontinued, unti l both the principal of and interest on the bonds have been paid .  
General obligations bonds in excess of  $2,000,000 must be secured by a first mortgage upon 
either of the fol lowing:  

• A fi rst mortgage on real estate for no more than 65% of the value of the real estate . 
• A fi rst mortgage on real or personal property of State-owned uti lities, enterprises or industries for no 

more than the value of the utilities, enterprises or industries. The State may not issue or guarantee 
bonds secured by property of State-owned utilities, enterprises or industries in excess of 5 1 0,000,000. 

The State may not issue debt in excess of the limit set out in this section except for one of the 
following purposes : a )  repelling invasion , b) suppressing insurrection , c) defendin� the State in 
time of war, and d )  providing for the public defense in case of th reatened hosti lities .  
Currently, there are no outstanding General Obligation Bonds of the State. 

3 

CoIDIDon Bond Structures 
General Obligation Bonds 
• Full Faith and Credit Pledge 
• All legally Avai lable Revenues 
• Taxing Power 
• Not Subject to Appropriation 

Appropriation (Lease) Bonds 
• Special Obligation Pledge 
• All legally Avai lable Revenues 
• No Taxing Power 
• Subject to Appropriation 

Revenue Bonds 
• Revenue Pledge 
• Specifically Defined Revenue Source 
• No Property Taxing Power 
• Covenants to Ensure Revenue Sufficiency 
• Not Subject to Appropriation 

Grant Anticipation Bonds 
• Pledge of Future G rant Funding 
, Specifically Defined Revenue Source 
, No Taxing Power 
, Not Subject to Appropriation 

Pooled Bonds 
, Pledge of Composite Revenues 
• Diversified Payments from Various Entities 
, No Taxing Power 
, Covenants to Ensure Revenue Sufficiency 

- Diversity and Lack of Concentration 
, Not Subject to Appropriation 
, Leveraging Front Loads Funding Capacity of 

Future Revenues 

sr3 2i1 tf 
1/22/2019 
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State Agency Debt 

Building Authority Lease Revenue/ Biennial appropriations (including General $20,855,000 
Appropriation Fund, Local Match Funds, Federal Funds & 

Lease income) 
State Fair Association Revenue Bonds Fair Revenues 1 , 565 ,000 
Housing Finance Revenue Bonds Mortgage Loan Repayments 1 ,021 ,91 5 ,000 
Agency 
Public Finance Revenue Bonds Loan repayments from political subdivisions 497, 705,000 
Authority ($1 54, 71 5,000 has moral obligation) 

Student Loan Trust Revenue Bonds Student Loan payments 1 ,000,000 

Dept of Transportation Grant Anticipated Federal Highway Grants & Revenue 9 ,880,000 
Anticipation Funds & appropriated State Highway Fund 

revenues 
University System Revenue Bonds Parking Fees, Housing Fees, Student Fees 239,208,920 

( 1 2-31 - 1 6) 

Total $1 ,792 , 1 28,920 

Moral Obligation 

General ly requi res that the state agency issuing the bonds must notify the Governor 
or other executive branch office by a certain date in the fiscal year that a bond 
reserve fund deficiency exists or is expected to occur. 

The Governor or other executive officer is then requi red to submit in  the executive 
budget a request for an appropriation that wi l l  be sufficient to restore or cover the 
reserve fund deficiency. 

The State Legislature then has a mora l  (but not legal )  obligation to provide the 
requested appropriation to replenish the reserve fund . 

-



Ratings 

• Rating Agencies (Moody's, Standard & Poor's and Fitch )  rate both G . O. and Revenue bond 
credits on a scale in order to rank or categorize the credit worthiness and proximity to 
default of an I ssuer and their obligations 

• While many sophisticated I nvestors do their own credit research, ratings p lay a c ritical role 
in the minds of most market participants and are perceived by the market as a guide of an 
I ssuer's credit worthiness 

• U ltimately, credit ratings play a significant role in broadening the investor base for an issuer 
and usually having a strong rating enhances an I ssuer's access to I nvestors , helping  to lower 
their cost of capital 

Rating Scales 
• Rating agencies have different rating scales 

• Ratings below Baa3/ BBB- (Moody's/S&P / Fitch ,  respectively) are considered "below 
investment grade" and generally I ssuers with such ratings are not considered credit 
worthy enough for most municipal investors 

Moody's 

S&PIF/tch 

Aa2 Aa3 A1  

A+ 

A2 

A 

A3 Baa l Baal Baa3 

A- BBB+ BBB BBB-

S B  22/1.f  
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General Obligation Debt 
Nationwide 

Use of general obligation (GO) debt varies widely by state 
GO debt as % of NTSD 

0% 1 % - 30% 31 % - 60% 61% - 90% • More than 90% -
MT ND 

ID so 
WY 

NE 
IA 

UT co 

Source: Moody's Investor, Se<vice 

Net Tax-Supported Debt 
Per Capita & Percentage of Personal Income per Moody's 

Net T ax�upponed Debt Per Capita Rating tet T ax-Su�d �bl as a % 01 io1 ! Personal Income 

1 Connecocut $6,544 A1 1 Hawai 10.4% 
2 Massachusetts $6,085 Aa1 2 Massachusetts 9.5% 
3 Hawaii is,2s1 Aa1 3 Connectul 9.5% --
4 New Jerse� $4,281 A3 4 NewJerse� 7.lffo 
5 New YOik �,082 Aa1 5 �no� 5.6% 
� icli¥a i2rn Aaa' 40 Iowa 05% 
47 Moolana im Aa1 47 �ntana 0.4% 
48 North Dakota l133 Aa1 '  ij North DaKota 0.2% 
49 Wfomn� � NGO" 4� Wfcmi� 0. 1 % 
50 Nelvaska i20 Aa1' � Nebras� 0.0% 

5.B 2.2,q 

1/22/2019  
Alf- #- V 
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1 2  

Relative Debt Ratios 
• Moody's calculated ND 's Net-Tax Supported Debt (NTSD) as $ 1 00, 763,000 in 201 7 

• Based upon Moody's comparative analysis of state NTSD the following provides what 
ND 's NTSD would be based upon metrics for surrounding states 

North Dakota Aa1 *  $ 1 33  $ 100,763 0.2% $ 1 00, 763 0 . 1 9% $ 100 ,763  

Minnesota Aa1 $1 ,430 $ 1 , 083, 392 2 .8% $ 1 ,41 0, 682 2 . 35% $ 1 , 246, 279 

South Dakota Aaa* $694 $525, 786 1 . 5% $755 ,723 1 . 25% $662 , 9 1 4  

Wisconsin Aa1 $1 ,660 $1 ,257, 643 3 . 6% $1 ,8 1 3 , 734 3 . 07% $ 1 , 628, 1 1 8  

Montana Aa1 $ 1 77 $1 34,098 0.4% $201 , 526 0 .40% $21 2, 1 33 

I ndiana Aaa* $295 $223,497 0 .7% $352,671 0. 57% $302, 289 

Iowa Aaa* $21 9 $ 165 ,918  0 . 5% $251 , 908 0. 37% $1 96, 223  

Idaho Aa1 *  $482 $365, 1 71 1 . 2% $604, 578 1 . 2 1 %  $641 , 701 

Median $987 $747,768 2 . 3% $1 , 1 58, 775 2 . 57% $1 , 362,952 

• Issuer credit rating ( N o  GO debt outstanding) 

2019-2021 Proposed Bonding 
Bill SB 22 14  SB 2268 SB 2275 SB 2297 

Program Name 
School Construction Assistance !Corridors of Commerce Infrastructure Revolving Loan North Dakota Building Authority Revolving Loan Fund Fund 

Amount of Bonding $250,000,000 $ 1 00,000,000 $500,000,000 $ 1 5 1 , 700,000 

Biennial Debt Service Not Specified $ 1 6,000,000 $55,000,000 Not Specified (legislative limit of 
Maximum 1 0% of $ .01  sales tax) 

Appropriation from Foundation ueneral Fund monies derived General Fund monies derived Lease Rental Payments from 
Repayment Source Aid Stabilization Fund •rom Legacy Fund Earnings <rom Legacy Fund Earnings Funding Recipients (new source of repayment) 

Specific Projects listed: NDSU 

State Highway Projects that Essential Infrastructure Projects Dunbar Hall , VCSU 

Use of Proceeds School Construction Projects ·mprove freight transportation �or Political Subdivisions and ommunications and Fine Arts 
Building, NDSU Agriculture iand facilitate commerce Institutes of Higher Education Products Development Center 
land DSU Pulver Hall 

Existing Program NDCC 1 5 . 1 -36-08 New 6-09-49 54- 1 7. 2  

Determines Projects Department of Public Instruction Department of Transportation Bank of North Dakota Defined in Bill 

Administers the Fund Bank of North Dakota Department of Transportation Bank of North Dakota ND Building Authority 

Issues the Bonds Public Finance Authority Public Finance Authority Public Finance Authority ND Building Authority 

S-6 2 2 1 '/ '  
1/22/2019  
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$1,600,000,000 

$1,400,000,000 

$1,200,000,000 

$1,000,000,000 

Bond 

$800,000,000 Payment 

Gross 

Earnings Net Earnings 

$600,000,000 l l $400,000,000 

$200,000,000 

$-

17-19 19-21 

Assumes 3% Earni ngs 2017-2029 
Assumes 4% Ea rn ings 2029-2037 

21-23 23-25 25-27 27-29 

• Combined Earnings • Bond Payment • Net 

29-31 31-33 33-35 

Bond 

Payment 

Gross Net 

Earnings Earnings 

35-37 

Moody's ND Credit Opinion December 20, 2018 

1 4  

Rating: Aa 1 Stable 

Credit strengths 

» Conservative state fiscal management oractices, most ,-cently highlighted by t,e state's return to structural balance ard 
restoration of budget stabilization fltlds 

» Substantial reserves, which are budgeted to grow (Nef the next bienniJm 

» Very low debt, pension and OPEB l iabi lities lead to low fixed costs that wiL support cootinued financial flexibility 

Credit challenges 

» Narrow eeonomy that is coocentrated in the energy and agricultural sectors, which are vulnerably to commodity pnce volatility 

» Very tight labor marlcet 

» Increased reliance on oil and gas tax revenues to support general fund operations 

» Ov,nership of a bank brings vu lnerability to losses, p;rticularty in the event of steep ec,)nomic deterioration like the recent energy 
sector contraction 

Rating outlook 
The stable outlook reflects the state's progress towards structural balance and rapid res,oration of reserve! as the economy and 
revenues continue to recover from the 2016 energy recession. Recent declines in 011 prices will likely result in some economic and 
revenue volatili ty, however the state's energy e-:onorny and financial reserves are we\1-positionec to weather some short term 
d isruptions at this time. 

S B  z,z/ 1.{ 
1/22/2019 
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1 5  

Moody's ND Credit Opinion Decembe,· 20, 2018 

Factors that could lead to an upgrade 

» Mean ingful diversification of state economy 

» Reduced general fund exposure to oil and gas tax revenues 

» Reduced exposure to Bank of North Dakota 

Factors that could lead to a downgrade 

» Fai lure to restore structural balance and replenish the budget stabilization fund as currently planned 

» Renewed economic volatility that results in revenue underperformance 

» Depletion of reserves below the previous low 

» A move away from conservative fiscal management 

Standard & Poor's ND Rating December 20, 2018 

16 

Rating:  AA+ Stable 

What We're Watching 

Although the economy 1s cur rent ly showing signs of growth and s1abi l ity. as a large energy 
prod ucer, the state is vulnerable to boom-and -bust cycles. 

The continued softness ,n the agricultural sector. partly due to trade tens ions. wi l l  also l ikely 
l im it persona l income and economic growth . 

Pens ion underfund ing has increased net pens ion l iabil ities: however. t he state 's proport ionate 

share 1s manageable. in our  view; 

Credit Fundamentals 

Strong executive abi lity to reduce expend itures and demonstrated wi llmgness of the legislature 
to realign  appropriat ions with est imated revenue col lections. 

Very strong budgetary reserves. includ ing a legacy fund at $5.86 bi l l ion. prov 1d 1ng North Dakota 
with sufficient flexibility to weather economic cycles. 

Low debt b urden w,th rapid amortization and no plans 10 issue new debt w1th 1n the current 
bienni um. 

-
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Bond Terininology 

17  

- Buyer of the  Bond is the lender or i nvestor 

- Seller of the Bond is the borrower or issuer 

- Amount of loan 

- Repayment date of loan 

- Interest rate paid periodically on the loan 

- Usually expressed as a percentage of par amount  

- Amount  a lender wi l l  lend i n  con sideration of future 
receipt of principal and in terest payments 

- Single rate that sets the present value  of the 
principal and in terest payments equal to the price 

Who Buys Bonds? 

1 8  

Retai l Investors 
• Wealthy l ndividuals-"Mom ft Pop" 

• Retail Proxies 

• I nvestment/ Financial Advisors 

Bank Trust Departments 

Institutional Investors 
• Mutual Funds-Fidelity I nvestments, Vanguard 

• Insurance Companies-AIG,  Allstate, State Farm , USAA 

• Banks 

• Corporations 

-

-
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Bond Issue Process 
• Kick-off meeting o r  conference calls 

• Working group calls to discuss 

-Document drafts, e .g. ,  POS/NOS/0S 
-Ratings presentation (if applicable) 
-Pricing scales 

• Rating agency calls 

• Publish Preliminary Official Statement (POS) ft Notice of Sale (NOS) 

• Receive rating 

• Pre-Pricing Book (only on negotiated sales) 

• Bond marketing and pricing period 

• Sell bonds - either competitive or negotiated 

• Publish the final Official Statement (OS) (and closing certificates) 

• Close the issuance 

• Issue closing certificates 

• Produce the Financial Advisor Memorandum (FAM) 

• Transcript produced and distributed by bond counsel 

Taxable vs Tax-Exempt Bonds 
Benefit of Tax-Exempt Bonds 

• Cost of financing is generally lower for issuers 

• Interest paid to bondholders is not includable in their gross income for federal income 
tax purposes 

• This tax-exempt status remains throughout the life of the bonds provided that all 
applicable federal tax laws are satisfied both at the time the bonds are issued and 
throughout the term of the bonds 

• Interest rate is approximately . 5% less than taxable bonds 

Primary Objectives of Federal Laws 
• No private activity 

• No arbitrage 

Benefit of Taxable Bonds 
• No private activity restrictions 

• No arbitrage calcu lations or compliance with other complex regu lations 

-
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Taxable vs. Tax-Exeinpt Bonds 
Appropriation Bonds are most likely considered: 
• taxable i f  the appropriation is tied specifically to invest earnings of the Fund 

(Legacy Fund, Foundation Stabi lization Fund,  etc . ) .  

• tax-exempt i f  the appropriation i s  from the General  Fund .  

Bond Counsel determines the taxability of  the bonds 

21 

Bond Sales 
Coinpetitive vs. Negotiated 

22 

Competitive Sales: An Issuer and their Financial Advisor procure bids from a variety 
of Underwriters on the obligations they are planning to issue and select one bid 
( i .e . , the lowest costing bid) 

Negotiated Solicitation: An Issuer selects an Underwriter or a group of underwriting 
fi rms and works with the selected Underwriter(s)  to price obligations through 
negotiation with the Underwriter(s ) and I nvestors 

The issuer and financial adviser look at factors such as security type and transaction size typically to 
help determine the best method of sale to uti lize . 

-
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Bond Issue Expenses 
Cost of Issuance 

• Ratings 

• Bond/Tax Counsel 

• Financial Advisor 

• Registrar / Paying Agent/Trustee 

• Printer 

• Miscellaneous 

• Verification Agent 

• Escrow Agent 

• Escrow Bidding Agent 

Underwriter's Discount 
• Management Fee 

• Takedown 

• Underwriting Risk 

• Expenses 

Underwriter's Counsel 

Bond Desk 

CUSIP 

DTC 

Out-of-Pocket 

Cost of issuance and underwriter's discount can range from 5 to 7% of the bond issue . 

23 

Required Reserves 
General Obligation Bonds 

• Reserves are not required 

Appropriation 
• Reserve may be required 

Revenue Bonds 
• Reserve fund is required 
• I RS limits the reserve to the lesser of: 

• 1 0% of par 

• 1 25% average annual payment 

• Maximum annual principal and interest payment 

24 

SB ZZl l/ 
1/22/2019 
A- If- · # </ 
f' -12.  " F13 

• 

• 

• 
12 



• 

• 

• 

Post-Issuance Colllpliance 

Spend Down Requirements 
Pooled bond issuers are requi red to spend 30% of bond proceeds within 1 year  and 95% within 
3 years .  

Continuing Disclosure 
I ssuer covenants to provide ongoing disc losure of both routine financial information on an 
annual  basis and periodic notification upon certain events, e .g . , defeasance of  bonds 

Arbitrage Rebate 
If the bonds are tax-exempt, the I ssuer may be requi red to rebate investment earnings i n  
excess of  the  bond yield to the federal government every five years 

Rating Maintenance 

25 

I ssuer may be required to provide ongoing updates to the rating agencies and may be 
required to pay ongoing survei llance fees for variable rate transactions 

Contact Inforlllation 

Karlene Fine 
ND I ndustrial Commission 
328- 3722 

V 

DeAnn Ament 
ND Public Finance Authority 
426- 5723 

�ov 
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19.0425.01001 
Title 

Prepared by the Legislative Council staff for 
Senator Rust 

January 28, 2019 
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PROPOSED AMENDMENTS TO SENATE BI LL NO. 2214 

Page 1, li ne 3, remove the second "and" 

Page 1, l ine 3, after "15.1-36-06" insert ", and 15.1-36-08" 

Page 7, after l ine 23, i nsert: 

"SECTION 6. AMENDMENT. Section 15.1-36-08 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-36-08. School construction assistance revolving loan fund - Bank of 
North Dakota - School construction projects - Continuing appropriation. 

1. The school construction assistance revolving loan fund is a special 
revolvi ng loan fund adm in istered by the Bank of North Dakota. The fund 
consists of all moneys appropriated or transferred to the fund by the 
legislative assembly, all in terest or other earn ings of the fund, and all 
repayments of loans made from the fund. 

2. Moneys in  the fund, i nterest upon the moneys in the fund, and payments to 
the fund of principal and interest are appropriated to the Bank of North 
Dakota on a continuing basis for the purpose of providi ng low-i nterest 
school construction loans and for paying adm i n istrative costs, i n  
accordance with this section . 

3. To be eligible for a loan under this section , the board of a school district 
shall : 

a. Propose a new construction or remodel ing project with a cost of at 
least one m ill ion dollars and an expected util ization of at least thirty 
years; 

b. Obtain the approval of the superintendent of publ ic instruction for the 
project under section 15.1-36-01; 

c. (1) Publish i n  the official newspaper of the district the in formation 
regarding the proposed est imated addit ional m illage and the 
dollar i ncrease per one thousand dollars of taxable valuation i n  
accordance with section 21-03-13 along with the not ice of the 
election to authorize the school construction bond issuance i n  
accordance with section 21-03-12; and 

(2) Post the i nformation on the school district's website preceding 
the date of the election to authorize the school construction 
bond issuance in accordance with chapter 21-03; 

d. Receive authorization for a bond issue in accordance with chapter 
21-03; and 

e .  Subm it a completed application to the Bank of North Dakota. 

Page No. 1 19.0425.01001 
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4 .  The superintendent of public instruction shal l review loan applications 
based on a prioritization system that includes a review of al l applications 
filed during the twelve-month period preceding April first and gives 
consideration to: 

At+ w I 
pLo f- 2-. 

a. Student occupancy and academic needs in the district; 

b. The age of existing structures to be replaced or remodeled; 

c. Building design proposals that are based on safety and vulnerability 
assessments; 

d. Community support; 

e. Cost; and 

f .  Any other criteria established by the superintendent of public 
instruction, after consultation with an interim committee appointed by 
the legislative management. 

5. If the superintendent of public instruction approves the loan, the Bank of 
North Dakota shal l issue a loan from the school construction assistance 
revolving loan fund. For a loan made under this section: 

a.  The maximum loan amount for which a school district may qualify is 
teflfifteen mil l ion dol lars for a bond issued pursuant to chapter 21-03, 
except a school district may borrow an additional ten mil l ion dol lars 
from the fund for projects that exceed the fifteen mil l ion dol lar 
threshold, subject to the availability of funds in the school construction 
assistance revolving loan fund. However, if a school district's 
unobligated general fund balance on the preceding June thirtieth 
exceeds the limitation under section 15.1-27-35 .3, the loan amount 
under this section may not exceed eighty percent of the project's cost 
up to a maximum loan amount of eight mil l ion dol lars; 

b. The term of the loan is twenty years, unless the board of the school 
district requests a shorter term in the written loan application; and 

c. The interest rate of the loan may not exceed two percent per year. 

6. The Bank may adopt policies and establish guidelines to administer this 
loan program in accordance with this section. The Bank of North Dakota 
may use a portion of the interest paid on the outstanding loans as a 
servicing fee to pay for administration costs which may not exceed 
one-half of one percent of the amount of the interest payment. The Bank of 
North Dakota shal l deposit principal and interest payments made by school 
districts for loans under this section in the school construction assistance 
revolving loan fund. The Bank of North Dakota shal l arrange for the 
conduct of an annual audit of the school construction assistance revolving 
loan fund, the cost of which must be paid from the fund and which must be 
conducted by an independent accounting firm . "  

Renumber accordingly 

Page No. 2 19.0425.01001 
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Prepared by the Legislat ive Council staff for AM- wl 
Senator Rust p. I t>  .f- 2 

January 28, 201 9 

PROPOSED AMENDMENTS TO SENATE B I LL NO. 22 1 4  

Page 1 ,  l ine 3, remove the second "and" 

Page 1 ,  l ine 3, after " 1 5. 1 -36-06" insert " ,  and 1 5 . 1 -36-08" 

Page 7 ,  after l ine 23, i nsert :  

"SECTION 6. AMENDMENT. Section 1 5. 1 -36-08 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-36-08. School construction assistance revolving loan fund - Bank of 
North Dakota - School construction projects - Continuing appropriation. 

1 .  The school construct ion assistance revolving loan fund is a special 
revolving loan fund admin istered by the Bank of North Dakota. The fund 
consists of all moneys appropriated or transferred to the fund by the 
legislative assembly, all i nterest or other earn i ngs of the fund, and all 
repayments of loans made from the fund. 

2. Moneys in the fund, i nterest upon the moneys i n  the fund, and payments to 
the fund of princ ipal and i nterest are appropriated to the Bank of North 
Dakota on a cont i nu ing basis for the purpose of providing low- interest 
school construction loans and for pay ing admin istrat ive costs, i n  
accordance with this section . 

·3. To be eligible for a loan under this section , the board of a school district 
shall: 

a. Propose a new construction or remodeling project with a cost of at 
least one mill ion dollars and an expected util ization of at least th i rty 
years ; 

b. Obtain the approval of the superi ntendent of publ ic instruction for the 
project u nder section 1 5. 1 -36-01 ; 

c .  ( 1 ) Publish i n  the official newspaper of the district the information 
regarding the proposed est imated additional millage and the 
dollar i ncrease per one thousand dollars of taxable valuation in 
accordance with section 2 1 -03-1 3 along with tne not ice of the 
election to authorize the school construction bond issuance in  
accordance with sect ion 2 1 -03-1 2 ;  and 

(2) Post the i nformation on the school distr ict's website preceding 
the date of the elect ion to authorize the school construction 
bond issuance in accordance with chapter 2 1 -03; 

d.  Receive authorization for a bond issue in  accordance with chapter 
2 1 -03; and 

e. Submit a completed appl ication to the Bank of North Dakota . 

Page No. 1 1 9.0425.01 002 
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The superintendent of publ ic  instruction shal l review loan app l icat ions 
based on a priorit ization system that includes a review of al l app l icat ions 
fi led during the twelve-month period preceding Apri l fi rst and gives 
consideration to: 

a. Student occupancy and academic needs in the district; 

b. The age of existing structures to be replaced or remodeled; 

c. Bui lding design proposals that are based on safety and vulnerabi l ity 
assessments; 

d. Community support; 

e. Cost; and 

f. Any other cri teria establ ished by the superintendent of publ i c  
instruct ion, after consultation with an interim committee appointed by 
the legislative management. 

5 .  I f  the superintendent of publ ic  instruction approves the loan, the Bank of 
North Dakota shal l issue a loan from the school construction assistance 
revolving loan fund. For a loan made under th is section: 

a. The maximum loan amount for which a school district may qual i fy is 
ten mi l l ion dol lars for a bond issued pursuant to chapter 21-03, except 
a school district may borrow an addit ional ten mi l l ion dol lars from the 
fund for projects that exceed the ten mi l l i on dol lar threshold, subject to 
the avai labi l i ty of funds in the school construction assistance revolving 
loan fund. However, if a school district's unobl igated general fund 
balance on the preceding June th i rtieth exceeds the l imitation under 
section 15.1-27-35. 3 ,  the loan amount under th is section may not 
exceed eighty percent of the project's cost up to a maximum loan 
amount of eight mi l l ion dol lars; 

b. The term of the loan is twenty years , unless the board of the school 
distr ict requests a shorter term in the written loan app l icat ion; and 

c. The interest rate of the loan may not exceed two percent per year. 

6 .  The Bank may adopt pol icies and establ ish guidel ines to administer th is 
loan program in accordance with th is section. The Bank of North Dakota 
may use a portion of the interest paid on the outstanding loans as a 
servicing fee to pay for administration costs wh ich may not exceed 
one-half of one percent of the amount of the interest payment. The Bank of 
North Dakota shal l deposit principal and interest payments made by school 
districts for loans under th is section in the school construction assistance 
revolving loan fund. The Bank of North Dakota shal l arrange for the 
conduct of an annual audit of the school construct ion assistance revolving 
loan fund, the cost of which must be paid from the fund and which must be 
conducted by an independent accounting f i rm. " 

Renumber accordingly 

Page No. 2 19 .0425.01002 
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Prepared by the Legislative Council staff for P. l of ( 
Senator Schaible 

February 4, 2019 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2214 

Page 1, line 2, remove "subdivision c of subsection 5 of" 

Page 1 , line 3, remove "section 6-09.4-03 and" 

Page 1 , line 4, remove "public finance agency definitions," 

Page 1, line 5, after the second semicolon insert "and" 

Page 1, line 6, remove "; to provide an effective date; and to declare an emergency" 

Page 1, remove lines 8 through 13 

Page 2, line 15, after "lend" insert "or transfer" 

Page 2, line 23, after "15.1-36-08" insert ". Bonds issued for this purpose are payable in each 
biennium solely from amounts that the legislative assembly may appropriate for debt 
service for any biennium or from a reserve fund established for the bonds, and nothing 
in this section may be construed to require the state to appropriate funds sufficient to 
make debt service payments with respect to the bonds or replenish a related reserve 
fund. The bonds are not a debt of the Bank of North Dakota or the state, and the full 
faith, credit, and taxing powers of the state are not pledged to the payment of the 
bonds. The obligation of the public finance authority with respect to the bonds shall 
terminate and the bonds shall no longer be outstanding as of the date appropriated 
funds and reserves are not sufficient to pay debt service on the bonds. In addition to 
providing funds for transfers to the department of transportation, the public finance 
authority may use the bond proceeds to pay the costs of issuance of the bonds and 
establish a reserve fund for the bonds" 

Page 7, line 26, replace "$4,000,000" with "$5,000,000" 

Page 8, replace lines 4 and 5 with: 

"SECTION 7. APPROPRIATION - FOUNDATION AID STABILIZATION FUND. 
There is appropriated out of any moneys in the foundation aid stabilization fund in the 
state treasury, not otherwise appropriated, the sum of $25,000,000, or so much of the 
sum as may be necessary, to the public finance authority for the purpose of debt 
service repayments associated with bonds issued to support the school construction 
assistance revolving loan fund, for the biennium beginning July 1, 2019, and ending 
June 30, 2021." 

Renumber accordingly 

Page No. 1 19.0425.01003 



Senator Donald Scha ib le  
Distr ict 3 1  
9 1 1 5  H ighway 2 1  
Mott, N D  58646-9200 
R: 701 -824-3 1 68 
dgschaib/e@nd.gov 

NORTH DAKOTA SENATE 

STATE CAP ITOL 
600 EAST BOULEVARD 

B ISMARCK, ND  58505-0360 

COMMITTEES :  
Education ,  Cha i rma n 

Energy and Natural Resources 

Members of the Committee , I am here today to i ntroduce SB 22 1 4 . Th is leg is lation contin ues 
on our  efforts to p rovide low-cost construction loans for school d istricts in North Dakota . I want 
to take just a few m i nutes and provide a background of Leg is lative Act ions on th is issue. 

• I n  the l ate 1990's the  legis l atu re a mended the Coa l  Deve lopment Trust Fund  and  created a 
school construct ion fund  of Fifty M i l l ion Do l l a rs .  The fi rst loans were d istri b uted i n  1997 . 

• • I n  the 2013 sess ion ,  with p ress ing demands  for school construction d ue  to rap id  popu lat ion 
growth,  the  l egis latu re expanded its loan p rograms .  In the 2013 sess ion ,  one h u nd red fifty 

m i l l i on  do l l a rs was app ropriated from the Strategic I nvestments I nvestment Fund  to the 
Department of La nd  Trust for a school construct ion p rogram .  Th is fund i ng  was adm in istered 

with the same  p rogram gu ide l ines as the Coa l  Deve lopment Trust Fund  p rogram .  

• 

• I n  the 2015 Sess ion BND  was d i rected to p rovide u p  to $250,000,000 i n  loans  to school d i str icts. 
BND  uti l i zed its p rofits to "buy down" the inte rest rate to 2%. Through th is p rogram, BND  lent 
$ 123,000,000 to school  d i str icts for construct ion p rojects uti l i z i ng Six M i l l i on  Do l l a rs a b ienn i um  

from BND's p rofits t o  buy down these loans .  BND's ab i l ity t o  i n itiate n ew l o a n s  i n  its p rogram 

sunset i n  J u ne  of 2017 .  

• The BND p rogram was cons idered a "Stop Gap" wh i le  wa it ing on  a vote on  "Measure 2" which 
enab led legis l ative d iscret ion for a portion of the Foundat ion Aid Stab i l ization  Fund ba l ance to 
suppo rt educat ion . 
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Senate Bi l l  2272 i n  the 2017 Legis lative sess ion, took a series of steps to conso l i d ate the var ious school  
construct ion loan programs i nto one  fund ,  (School  Construction Ass istan ce Loa n  Fund )  centra l ized the 
adm in istrat ion and provided $75,000,000 i nfus ion i nto SCALF to p rovide  $30,000,000 i n  low interest 

loans each yea r to school d i str icts . Today, the SCALF Fund has loans of $218,375,000 with assets of 
$229,772,000. 

In add it ion, SB2272 a uthorized Ban k  of North Dakota to se l l  up  to $50,000,000 of school construct ion 

loans from the i r  portfo l io i nto SCALF .  As noted ear l ie r, BND is ut i l i z i ng  its p rofits to p rovide  a 2% rate 
to schools th rough an i nterest rate buy-down s im i l a r  to a PACE program loa n .  School  d istr icts in the 
program a re concerned about i nterest rate i ncreases as th is buydown p rogram is s l ated to sunset i n  
J une  2025 . 

At the end of the 2017-2019 b ien n i um, BND  wi l l  have transferred i n  $40,000,000 i n  loans from its fu nd  
to  t he  SCALF. BND  conti n ues to  ho ld  about $83,000,000 in  school construct ion loans  on its books. As 
you wi l l  see in the p roposed b i l l , there is an intent to authorize the B N D  buy down p rogram for the l ife 

of the loans .  

Last sess ion, the concept developed for SCALF was to provide th ree, $75,000,000 transfers i nto the 
fu nd over th ree sessions from the Foundat ion Aid Stab i l izat ion F und .  These cap ita l i nfl uxes wou l d  
a l low t he  fu_nd  to  grow and  provide $30,000,000 pe r  yea r i n  construct ion fu nds  for a n  i ndefi n ite bas is .  

This brief h i story b ri ngs us  to today and Senate Bi l l  2214 and a d ifferent set of economic c i rcumstances 
than in 2017. Wh i l e  the need for school construct ion cont inues, the economic  downtu rn of the past 

few years and  its impact on  state tax revenues creates a need to revise the p l a n  a nd  that is what we 
a re p roposi ng today. 

Future Construction Demand 

Before I go into b i l l  specifics, l et me p rovide some i ns ight on ant ic i pated demand  for school 

construction .  Bank  of North  Dakota i n  cooperation with the Depa rtment of Pub l i c  I n struct ion d id a n  
eva l uat ion of t h e  last 10-yea rs of school construction i n  North Dakota . When the  h ighs and  lows were 

e l im inated, there was about j u st u nder  $ 125,000,000 in school construct ion per yea r  in the last 
decade .  

There is some d iscuss ion that the "he ight" of  schoo l construct ion is  over. However, the numbers 
provided by the department of pub l ic i n struct ion d i spute that conc l us ion .  DP l ' s  p roject ions i nd icate 
the cu rrent est imated pub l ic-schoo l  en ro l lment is 110,842 in grades ki nderga rten th rough 12 . 

• 
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En ro l lment is p rojected to grow by a lmost 5 percent, to 116,347, by 2021 .  I n  va rious  pa rts of the  state, 
here wi l l  be p ress ing needs for school constructio n .  

And,  as we a l l  know, one o f  t he  b iggest concerns o f  voters across North Da kota is  p roperty taxes. 
be l i eve in some  of the h igh growth a reas, there is a growing sense of bond  fatigue in the com mun ity. 

The question is how does the state he lp? 

The schoo l  construct ion p rogram is p roving  successfu l and SB2214 seeks to bu i l d  on that success. 

A Dynamic Plan To Fund School Construction 

As I noted ear l ier, the or igi n a l  p l an  for SCALF was to p rovide a $75,000,000 cap ita l i nfus ion this sess ion 

from the Fou ndat ion Aid Stab i l izat ion Fun d .  U nfortunately, the econom ic c i rcumstances wi l l  not a l low 
this infus io n .  In the 2017-2019 b ien n i um,  Foundat ion Aid contri bute 15% of the $ 1 .9B  i n  "Formu l a  
payments" to  school d i str icts. That percentage cou l d  grow to  18% i n  t h i s  b i enn i u m .  

What does seem feas ib le  i s  uti l i z i ng of $25,000,000 i n  fu nds  t o  support SCALF.  Based on  th i s  fund i ng  

l eve l ,  there a re two po l i cy opt ions .  

• F i rst, to s imp ly put the money into the fun d  for add it iona l  loa ns  to schoo l  d i str icts. Based on  the 
cu rrent parameters of the fu nd  $25,000,000 is not qu ite an  a l location  for one year  of loans .  

• The second option is to uti l i ze the a l l ocation  and  cons ider  it p a rt of a long-term payment 
opt ion to a l low the Bank of North Dakota to d i rect the North Da kota Pub l i c  F i n a nce Agency to 

bond for a l a rger amount with repayment over a 20 or  30-year  term . 

What is p roposed i n  SB2214 is the second a lternative, to enab le  BND  to bond  for a n  a mount u p  to 
$250,000,000 to cap ita l i ze SCALF. Th is p roposa l  i s  q u ite a deviat ion from past act ions  by the 
Legis latu re and I want to p rovide some i n sight i nto how th is  m ight work . 
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As you can see from the  fo l lowi ng graph i c, the concept is to uti l i ze a sma l l  port ion of the Foundat ion 
Aid Transfer as payment for a long-term bond.  The bond proceeds wou l d  be p l aced i n  SCALF and lent 
out at 2%. 

Uti l i z i ng th is  model  enab les the Legis latu re to accomp l ish the fo l lowi ng objectives. 

1 .  It creates a n  i nject ion of $200,000,000 i nto SCALF that can be used to fu nd  near-term school 
construct ion p rojects .  

2. It spreads the repayment for the bond out over a long-term match ing the l ife of an  asset with a 
generation  repayment strategy. 

3. It ma i nta ins  the  loan  cap to $ 10,000,000 per voter approved bond issue .  

4 .  It i ncreases the  amount ava i l ab l e  for schoo l  construct ion from $60,000,000 per  b ienn i um to 
$83,000,000 per  b ien n i um .  

Concept: To "Disconnect" the Repayment a n d  I nterest Rate of A n  Appropr iat ion Bond from the 
Repayment and Interest Rate of a Loan  to A School Di str i ct 

F01mditi0n Aid B•lan_ce $508,432,370 .I 

_ Anticipated Transfer $3l5i039, 1401 

I' Corrimt;clal Bond Holders I ... I------' 
�-' Repayment Beek t_o �N,;i lRLF, .. _ :" 

B.ond P.1y1Mnt ot $·��m '/ �lenn[um ,,, 
· : . 4.596 lnttrut Rate · · • 
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5 .  I t  creates a long-term revolvi ng fu nd  that is susta i nab l e  without add it iona l  cap ita l i nject ions 
from the Legis l atu re or the Fou ndat ion Aid Stab i l izat ion Fund .  

I m pact of $ 200m O n  Sc h oo l  Co n stru ct i o n  Revo lv i ng  Loa n  F u n d  

Enables Tota l  Loans / B ienn i um to Increase from $60m to $86m 

Loans Rema i n ing at BND ($83m) Mainta i n  a 2% I nterest Rate with Buy-Down Th rough 2038 

SCALF Cash Ba lance VS Loans Provided 
S2so,ooo.<XX> 

$200,000,oo:> 

$150,000,000 

c..,h 11.:,la.,ce Stays Po,itive Provides $43m In Lo..os / Yeat 

$100,000,000 

$50,000,000 

BND -
B,mk of North D11korn 
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Positive Impact To North Dakota Tax Payers 

Below, you wi l l  fi n d  a graph i c  that p rovides some i nsight i nto the positive impact SCALF wi l l  h ave on 
North Dakota taxpayers. The h igh l ights i nc l ude :  

• By 2035, the I RLF wi l l  h ave Loaned $780,000,000 to loca l School D istr icts. 

• Assum ing  a 4 .25% Market Rate, Tax Payers Wi l l  Save $204,819, 174 i n  I nterest costs by 2035 .  

• Acce l erated construct ion schedu l es p rotect aga inst i nflat ion and  i ncreas i ng  costs of 
construct ion .  

• By 2035, tota l  assets i n  the fu nd  exceed $500,000,000 creating an  on-go ing  susta i n ab l e  
revo lvi ng loan fun d  for futu re generations .  

Cu rrent Status SCALF 

Assumptions 

Bonci · $250,000,0W 
' {fot!IIAll10\llll Mr.lilted In H1Nlf!-,) 

SCALF Evolut ion Through 2035 • 
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.ddressing School Loans In  the BND School Construction Fund 

I n  the 2015 Legis lative Sess ion, the Bank of North Dakota was i n structed to imp lement a short-te rm 
school construct ion p rogram .  Th is program resemb led the PACE program in that BND  "Bought Down" 
the i nterest rate to 2% for the schools .  U nder  th is  p rogram, BND  put on loan s  of $123,000,000 to 
school d istr icts . 

The buy down amount was appropriated from BND earn i ngs and i s  ant ic ipated to be $5,000,000 i n  the 
2019-2021 b i enn i um .  As this program was antic i pated to be short-term, the 2015 Legis lat ion put a 
sunset on the  buy down program of 2025 . 

Obvious ly, th i s  sunset of a lower interest rate is mak ing school d i str icts i n  the  BND  p rogram nervous as 
to what happens when the sunset c lause i s  i n it iated .  To add ress this issue, in the cu rrent b ienn i um, 
legis lat ion a l lowed BND to se l l  up  to $50,000,000 of its $ 123,000,000 i n  loans  to SCALF. BND has 
transferred $40,000,000 i n  loans leaving $83,000,000 as part of its loan portfo l io .  The goa l was to 
tra nsfer the rema in i ng  loans i nto SCALF by 2025. 

The cha l l enge is if BND conti n ues to transfe r  loans i nto SCALF, it ut i l i zes $83,000,000 in fund ing  that is 
n eeded for n ew construct ion p rojects. To address th i s  issue, 5B2214 has two p rovis ions .  

1 .  It removes the sunset c lause on the BND p rogram enab l i ng BND to ca rry to schoo l  construct ion 
loans to term with a guaranteed 2% i nterest rate to those school d i str icts .  

2 .  I n stead of us ing BND earn i ngs to b uy down the interest rate, the buy down is secu red from the 
Foundat ion A id Stab i l i zation transfer. 

Summary 

I n  c los ing, let me  say I know th is  is a lot to d igest and  i s  a substanti a l  change from the  p revious 
approach to fund ing schoo l  construct ion . However, North Dakota is i n  a n ew e ra and growth i s  
p rojected to conti nue .  To meet the needs of ou r  commun it ies i n  attract i ng  and reta i n i ng  ta lent, a 
qua l ity schoo l  d i str ict i s  essenti a l .  Th is p l an  enab les the state to part ic i pate with the  school d i str icts by 
provid ing  longer-term low interest loans .  
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Proposed Amendments to S82214 

Page 2, Line 13, after "the" insert "tra nsfe rred" 

Page 2, L ine 26,  st r ike "department of transportation" and  i n se rt "Ba nk" 

Page 5, L ine 19, Stri ke "e.09.4 Oe" and insert "7 of th i s  act" 

Page 9, l i ne  1, i nse rt, "for each bond vote approved via provis ions  in 15 . l-36-08(3)(a-e). Fo r projects 
over ten m i l l ion do l l a rs, a schoo l  d i str ict may apply for add it iona l  fund i ng to a 
maxim um loan of twenty m i l l i o n  do l l a rs provid i ng fund i ng is ava i l ab l e .  

Page 9, L i ne  24, after "J une  30, 2021" i nsert, "The Ba n k  of No rth  Da kota, may at its d i sc ret ion, 
provided it does not i nterfe re with loans  to loca l schoo l  d istricts, ut i l i ze fu nd i ng 
from the school construct ion a ss ista nce revo lvi ng loan  fund  to repay the Ba n k  of 
North  Da kota for the outsta nd i ng pri nc ipa l ba l ance on a port ion of the loa ns 
i ssued under sect ion 15 . 1-36-06 for the pu rpose of t ran sferr ing a port ion of the 
loans i ssued under  sect ion 15 . 1-36-06 from the Ba n k  of North  Da kota to the 
schoo l  construct ion ass ista nce revo lvi ng loa n fund ." 

Page 9, L ine 26, st r ike "Pursuant to the bonding authorit',' under section e 09.4 Oe" . I n se rt "The" after 
Foundat ion Aid Sta b i l izat ion Fund on  l ine 26 .  

Page 9, L ine 29, after fund,  insert, "as provided i n  Sect ion 6-09.4-06, subsect ion 2(b)" 

Page 9, L ine 31 i nsert, "Sect ion 8.  Ant ic ipat ion F i nanc ing. The Pub l i c  F i nance Autho rity may issue 
bond a nt ic ipation notes to a l low fo r fi na nc ing of loa ns prio r  to a bond issuance, 
under  sect ion 7 of th i s  act .  Ba n k  of Nort h  Da kota may provide a n  amount, not 
to exceed, $100,000,000 to the schoo l construct ion ass ista nce revo lvi ng loa n 
fund, fo r the pu rpose of fi nanc i ng loa ns  prior  to a bond issuance, wh ich 
amounts sha l l  be re imbu rsed from the proceeds of the a utho rity's notes or  
bonds ." 

(]) 
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A BI LL for an Act to create and enact section 6-09.4-29 of the North Dakota Century Code, 

relating to debt service payments; to amend and reenact sections 6-09.4-06, 6-09 .4-10, and 

15 .1-36-06 of the North Dakota Century Code, relating to borrowing and lending authority , 

reserve funds, and school construction loans; to authorize the use of funds; to provide a bond 

issuance limitation; and to provide an appropriation . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 6-09.4-06 of the North Dakota Century Code is 

amended and reenacted as follows: 

6-09.4-06. Lend ing and borrowing powers generally. 

1 .  The public finance authority may lend money to political subdivisions or other 

contracting parties through the purchase or holding of municipal securities which, in 

the opinion of the attorney general, are properly eligible for purchase or holding by the 

public finance authority under this chapter or chapter 40-57 and for purposes of the 

public finance authority's capital financing program the principal amount of any one 

issue does not exceed five hundred thousand dollars. However, the public finance 

authority may lend money to political subdivisions through the purchase of securities 

issued by the political subdivisions through the capital financing program without 

regard to the principal amount of the bonds issued, if the industrial commission 

approves a resolution that authorizes the public finance authority to purchasethe 

securities. The capital financing program authorizing resolution must state that the 

industrial commission has determined that private bond markets will not be responsive 

to the needs of the issuing political subdivision concerning the securities or, if it 

appears that the securities can be sold through private bond markets without the 

involvement of the public finance authority , the authorizing resolution must state 
· .. , _  � 19.0425.03000 
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reasons for the public finance authority's involvement in the bond issue . The public 

finance authority may hold such municipal securities for any length of time it finds to 

be necessary . The public finance authority, for the purposes authorized by this chapter 

or chapter 40-57 , may issue its bonds payable solely from the revenues available to 

the public finance authority which are authorized or pledged for payment of public 

finance authority obligations, and to otherwise assist political subdivisions or other 

contracting parties as provided in this chapter or chapter 40-57 . 

£ The public finance authority may lend or transfer money to the Bank of North Dakota 

tlflaefas follows: 

� Under terms and conditions requiring the Bank to use the proceeds to make 

loans for agricultural improvements that qualify for assistance under the revolving 

loan fund program established byunder chapter 61 -28 .2; and 

� Under terms and conditions requiring the Bank to use the transferred proceeds to 

make loans for school construction projects that qualify for assistance under the 

school construction assistance revolving loan fund established under section 

1 5 . 1 -36-08 . Bonds issued for this purpose are payable in each biennium solely 

from amounts the legislative assembly may appropriate for debt service for any 

biennium or from a reserve fund established for the bonds. This section may not 

be construed to require the state to appropriate funds sufficient to make debt 

service payments with respect to the bonds or replenish a related reserve fund . 

The bonds are not a debt of the Bank of North Dakota or the state, and the full 

faith, credit, and taxing powers of the state are not pledged to the payment of the 

bonds . Upon the date appropriated funds and reserves are no longer sufficientto 

pay debt service on the bonds, the obligation of the public finance authority 

terminates and the bonds are no longer outstanding . In addition to providing 

funds for transfers to the department of transportation Bank, the public finance 

authority may use the bond proceeds to pay the costs of issuance of the bonds 

and establish a reserve fund for the bonds. 

3. Bonds of the public finance authority issued under this chapter or chapter 40-57 are 

not in any way a debt or liability of the state and do not constitute a loan of the credit of 

the state or create any debt or debts, liability or liabilities, on behalf of the state, or 

1 9 .0425 .03000 
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constitute a pledge of the faith and credit of the state, but all such bonds are payable 

solely from revenues pledged or available for their payment as authorized in this 

chapter. Each bond must contain on its face a statement to the effect that the public 

finance authority is obligated to pay such principal or interest, and redemption 

premium, if any, and that neither the faith and credit nor the taxing power of the state 

is pledged to the payment of the principal of or the interest on such bonds. Specific 

funds pledged to fulfill the public finance authority's obligations are obligations of the 

public finance authority . 

4 .  All expenses incurred in carrying out the purposes of this chapter or chapter 40-57 are 

payable solely from revenues or funds provided or to be provided under this chapter or 

chapter 40-57 and nothing in this chapter may be construed to authorize the public 

finance authority to incur any indebtedness or liability on behalf of or payable by the 

state. 

SECTION 2. AMENDMENT. Section 6-09.4-10 of the North Dakota Century Code is 

amended and reenacted as follows: 

6-09.4-10. Reserve fund .  

1 .  The public finance authority shall establish and maintain a reserve fund in  which there 

must be deposited all moneys appropriated by the state for the purpose of the fund, all 

proceeds of bonds required to be deposited therein by terms of anycontract between 

the public finance authority and its bondholders or any resolution of the public finance 

authority with respect to the proceeds of bonds, any other moneys or funds of the 

public finance authority which it determines to deposit therein, any contractual right to 

the receipt of moneys by the public finance authority for the purpose of the fund, 

including a letter of credit or similar instrument, and any other moneys made available 

to the public finance authority only for the purposes of the fund from any other source 

or sources. Moneys in the reserve fund must be held and applied solely to the 

payment of the interest on and the principal of bonds and sinking fund payments as 

the same become due and payable and for the retirement of bonds, including payment 

of any redemption premium required to be paid when any bonds are redeemed or 

retired prior to maturity. Moneys in the reserve fund may not be withdrawn therefrom if 

the withdrawal would reduce the amount in the reserve fund to an amount less than 

19.0425.03000 
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the required debt service reserve, except for payment of interest then due and payable 

on bonds and the principal of bonds then maturing and payable and sinking fund 

payments and for the retirement of bonds in accordance with the terms of any contract 

between the public finance authority and its bondholders and for the payments on 

account of which interest or principal or sinking fund payments or retirement of bonds, 

other moneys of the public finance authority are not then available in accordance with 

the terms of the contract . The required debt service reserve must be an aggregate 

amount equal to at least the largest amount of money required by the terms of all 

contracts between the public finance authority and its bondholders to be raised in the 

then current or any succeeding calendar year for the payment of interest on and 

maturing principal of outstanding bonds, and sinking fund payments required bythe 

terms of any contracts to sinking funds established for the payment or redemption of 

the bonds. 

2 .  If the establishment of the reserve fund for an issue or the maintenance of an existing 

reserve fund at a required level under this section would necessitate the investment of 

all or any portion of a new reserve fund or all or any portion of an existing reserve fund 

at a restricted yield, because to not restrict the yield may cause the bonds to be 

taxable under the Internal Revenue Code, then at the discretion of the public finance 

authority no reserve fund need be established prior to the issuance of bonds or the 

reserve fund need not be funded to the levels required by other subsections of this 

section or an existing reserve fund may be reduced. 

3. No bonds may be issued by the public finance authority unless there is in the reserve 

fund the required debt service reserve for all bonds then issued and outstanding and 

the bonds to be issued . Nothing in this chapter prevents or precludes the public 

finance authority from satisfying the foregoing requirement by depositing so much of 

the proceeds of the bonds to be issued, upon their issuance, as is needed to achieve 

the required debt service reserve. The public finance authority may at anytime issue 

its bonds or notes for. the purpose of providing any amount necessary to increasethe 

amount in the reserve fund to the required debt service reserve, or to meet such 

higher or additional reserve as may be fixed by the public finance authority with 

respect to such fund. 

19.0425.03000 
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4. In order to assure the maintenance of the required debt service reserve, there shall be 

appropriated by the legislative assembly and paid to the public finance authority for 

deposit in the reserve fund, such sum, if any, as shall be certified by the industrial 

commission as necessary to restore the reserve fund to an amount equal to the 

required debt service reserve. However, the commission may approve a resolution for 

the issuance of bonds, as provided by section 6-09.4-06, which states in substance 

that this subsection is not applicable to the required debt service reserve for bonds 

issued under that resolution. 

5. If the maturity of a series of bonds of the public finance authority is three years or less 

from the date of issuance of the bonds, the public finance authority may determine that 

no reserve fund need be established for that respective series of bonds. If such a 

determination is made, holders of that respective series of bonds may have no interest 

in or claim on existing reserve funds established for the security of the holders of 

previously issued public finance authority bonds, and may have no interest in or claim 

on reserve funds established for the holders of subsequent issues of bonds of the 

public finance authority . 

6. The industrial commission may determine tAat this section is inapplicable in whole or 

in part for bonds issued under sectionas follows: 

a. Under section 7 of this Act6 09.4 06; 

b. Under section 6-09.4-24; or tlflGef 

c. Under the public finance authority's state revolving fund program. 

SECTION 3. Section 6-09.4-29 of the North Dakota Century Code is created and enacted 

as follows: 

6-09.4-29. Debt service requirements - School construction assistance revolving loan 

fund - Foundation aid stabilization fund. 

Each biennium, the public finance authority shall request from the legislative assembly an 

appropriation from the foundation aid stabilization fund to meet the debt service requirements 

for evidences of indebtedness issued by the authority to support the school construction 

assistance revolving loan fund. 

SECTION 4. AMENDMENT. Section 15.1-36-06 of the North Dakota Century Code is 

amended and reenacted as follows: 

19.0425.03000 
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1 15.1-36-06. School construction loans - Bank  of North Dakota. (Repealed effective 

2 July 1, 20232038) 

3 1 .  I n  addition to any construction loans made available under section 15 .1-36-02, the 

4 
5 
6 

Bank of North Dakota may provide up to two hundred fifty million dollars to eligible 

school districts for school construction loans until June 30, 2017 . After June 30, 2017, 

no new loans may be provided under this section . 

7 2 .  To be eligible for a loan under this section, the board of a school district shall: 

8 a .  Propose a new construction or remodeling project with a cost of at least 

9 
1 0  
1 1  
1 2  
1 3  
1 4  
1 5  

one million dollars and an expected utilization of at least thirty years; 

b .  Obtain the approval of the superintendent of public instruction for the project 

under section 15 .1-36-01; 

• 1 6  
1 7  

c .  (1) Request from the tax commissioner a statement of the estimated tax 

increase, in mills and dollars, which would be applicable to a residential 

parcel of average true and full value within the county in which the school 

district is headquartered, if a loan under this section and any associated 

school construction bond issue were to be authorized in accordance with 

chapter 21-03; 

1 8  
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(2) Request from the tax commissioner a statement of the estimated tax 

increase, in mills and dollars, which would be applicable to an acre of 

cropland and to an acre of noncropland, of average true and full value within 

the county in which the school district is headquartered, if a loan under this 

section and any associated school construction bond issue were to be 

authorized in accordance with chapter 21-03; 

(3) Publish in the official newspaper of the district the information from the 

statements required by this subdivision with the notice of the election to 

authorize the school construction bond issuance in accordance with section 

21-03-12; and 

(4) Post on the school district's website the information from the statements 

preceding the date of the election to authorize the school construction bond 

issuance in accordance with chapter 21-03; 

d. Receive authorization for a bond issue in accordance with chapter 21-03; and 

19 .0425 .03000 G) 
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e. Submit a completed application to the Bank of North Dakota . 

3. With the advice and consent of the superintendent of public instruction, the Bank of 

North Dakota shall award the loans in accordance with a prioritization system that is 

based on a review of all applications filed during the twelve-month period preceding 

April first and gives consideration to: 

a. Student occupancy and academic needs in the district; 

b. The age of existing structures to be replaced or remodeled; 

c. Building design proposals that are based on safety and vulnerability 

assessments; 

d. Community support; 

e. Cost; and 

f. Any other criteria established in rule by the superintendent of public instruction, 

after consultation with an interim committee appointed by the legislative 

management. 

4 .  The term of a loan under this section is twenty years, unless a shorter term is 

requested by the board of a school district in its application. 

5. The interest rate on a loan under this section may not exceed two percent, until July 1 ,  

2025. Thereafter, the interest rate on the remainder of a loan under this section: 

a- May not e>c:ceed the Bank of North Dakota's base rate; or 

e:- May be a fixed rate per year. 

6. If a school district's unobligated general fund balance on the preceding June thirtieth 

exceeds the limitation set forth under section 15.1-27-35.3, the loan amount to which 

that district is entitled under this section may not exceed eighty percent of the project's 

cost. 

7 .  The maximum loan amount to which a school district is entitled under this section is 

twenty million dollars. 

SECTION 5. AMENDMENT Section 15.1-36-06 of the North Dakota Century Code is 

amended and reenacted as follows: 

15.1-36-08. School construction assistance revolving loan fund - Bank of North Dakota -

School construction projects - Continuing appropriation . 

1. The school construction assistance revolving loan fund is a special revolving loan fund 

Administered by the Bank of North Dakota. The fund consists of all moneys appropriated or 

19.0425.03000 
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transferred to the fund by the legislative assembly, al l interest or other earnings of the fund, and ,.-

• 
2 al l repayments of loans made from the fund . 

• 

• 

3 2 .  Moneys in the fund, interest upon the moneys in the fund, and payments to the fund of 

4 principal and interest are appropriated to the Bank of North Dakota on a continuing basis for the 

5 purpose of providing low-interest school construction loans and for paying administrative costs, in 

6 accordance with this section . 

7 3. To be eligible for a loan under this section, the board of a school district shal l :  

8 a. Propose a new construction or remodeling project with a cost of at least one mil lion dol lars and 

9 an expected utilization of at least thirty years; 

1 0  b .  Obtain approval of the superintendent of public instruction for the project under section 

1 1  15 .1-36-01; 

1 2  c .  (1) Publish in the official newspaper of the district the information regarding the proposed 

1 3  estimated additional mil lage and the dol lar increase per one thousand dol lars of taxable 

1 4  valuation in accordance with section 21-03-13 along with the notice of the election to 

1 5  authorize the school construction bond issuance with section 21-03-12; and 

1 6  
1 7  

(2) Post the information on the school district's website preceding the date of the election to 

authorize the school construction bond issuance in accordance with chapter 21-03; 

1 8  d .  Receive authorization for a bond issue in accordance with chapter 21-03; and 

1 9  e .  Submit a completed application to the Bank of North Dakota 

20 4 .  The superintendent of public instruction shal l review loan applications based on a prioritization 

2 1  system that includes a review of al l applications filed during the twelve-month period preceding 

22 April first and gives consideration to: 

23 a .  Student occupancy and academic needs of the district; 

24 b .  The age of existing structures to be replaced or remodeled; 

25 c .  Building design proposals that are based on safety and vulnerability assessments; 

26 d. Community support; 

27 e. Cost; and 

28 f .  Any other criteria established by the superintendent of public instruction, after consultation with 

29 an interim committee appointed by the legislative management. 

30 5. If the superintendent of public instruction approves the loan, the Bank of North Dakota shal l 

3 1  issue a loan from the school construction assistance revolving loan fund . For a loan made under 

32 this section : 

33 a. The maximum loan amount for which a school district may qualify is ten mil l ion dol lars 
r 19 .0425 .03000 
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1 for each bond vote approved via provisions in 15.1-36-08(3) (a-e). For projects over ten m i llion 

• 
2 dollars, a school district may apply for additional funding to a maximum loan of twenty m i llion 

• 

• 

3 dollars providing funding is available. However, if a school district's unobligated general fund 

4 balance on the preceding June thi rtieth exceeds the lim itation under section 15.1-27-35. 3, the 

5 loan amount under this section may not exceed eighty percent of the project's cost up to a 

6 maximum loan amount of eight m i llion dollars; 

7 b. The term of the loan is twenty years, unless the board of the school district requests a shorter 

8 term in the written loan application; and 

9 c. The interest rate on the loan may not exceed two percent per year. 

1 0  6. The Bank may adopt policies and establish guidelines to adm inister this loan program in 

1 1  accordance with this section. The Bank of North Dakota may use a portion of the interest paid on 

1 2  the outstanding loans as a servicing fee to pay adm inistration costs which may not exceed one-

1 3  half of one percent of the amount of the interest payment. The Bank of North Dakota shall 

1 4  deposit principal and interest payments made by school districts for loans under this section in 

1 5  the school construction assistance revolving loan fund. The Bank of North Dakota shall arrange f 

1 6  or the conduct of an annual audit of the school construction assistance revolving loan fund, the 

1 7  cost of which must be paid from the fund and which must be conducted by an independent 

1 8  accounting f irm . 
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SECTION 6. SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USE 

OF FUNDS - BANK OF NORTH DAKOTA. Pursuant to the continuing appropriation authority 

under section 15.1-36-08, $5,000,000, or so much of the sum as may be necessary, is avai lable 

from the school construction assistance revolving loan fund to the Bank of North Dakota to 

provide interest rate buydowns associated with loans issued under section 15.1-36-06, for the 

biennium beginning July 1, 2019, and ending June 30, 2021. The Bank of North Dakota, may at 

its discretion, provided it does not interfere with loans to local school districts, uti lize funding from 

the school construction assistance revolving loan fund to repay the Bank of North Dakota for the 

outstanding principal balance on a portion of the loans issued under section 15.1-36-06 

for the purpose of transferring a portion of the loans issued under section 15.1-36-06 from the 

Bank of North Dakota to the school construction assistance revolving loan fund. "  

SECTION 7 .  PUBLIC FINANCE AUTHORITY - BOND ISSUANCE LIMITATION 

FOUNDATION AID STABILIZATION FUND. Pursuant to the bonding authority under section 

6 09 .4 06, tThe public finance authority may issue up to $250,000,000 of evidences of 

indebtedness for the purpose of supporting the school construction assistance revolving loan ' - 19.0425.03000 



• 

• 

• 

1 
2 
3 
4 
5 
6 
7 
8 
9 
1 0  
1 1  
1 2  
1 3  

Sixty-sixth 
Legislative Assembly 
fund, as provided in Section 6-09 .4-06, subsection 2(b) during the biennium beginning July 1, 

2019, and ending June 30, 2021. 

SECTION 8. ANTICIPATION FINANCING The Public Finance Authority may issue bond 

anticipation notes to al low for financing of loans prior to a bond issuance, under section 7 of this 

Act. Bank of North Dakota may provide an amount, not to exceed, $100,000,000, to the school 

construction assistance revolving loan fund, for the purpose of financing loans prior to a bond 

issuance, which amounts shal l be reimbursed from the proceeds of the authority 's notes or 

bonds. 

SECTION 9. APPROPRIATION - FOUNDATION AID STABILIZATION FUND. There is 

appropriated out of any moneys in the foundation aid stabilization fund in the state treasury, not 

otherwise appropriated, the sum of $25,000,000, or so much of the sum as may be necessary, 

to the public finance authority for the purpose of debt service repayments associated with bonds 

issued to support the school construction assistance revolving loan fund, for the biennium 

1 4  beginning July 1, 2019, and ending June 30, 2021 . 

19 .0425.03000 
@ 
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Co n st i t u t i o n a l G ove rn i n g La ngu age 
� The Fou ndat ion  A id  Sta b i l i zat ion  F u nd  was c reated by a const i tut i ona l a mend ment adopted by 

No rt h  Da kota's vote rs i n  1994 . Art i c l e  X, § 24 of t he  No rth  Da kota Const itu t ion  req u i res t he  State 
Treas u re r  to depos it  10% of t he  O i l  Ext ra ct i on  Taxes co l l ected each  month i nto t he  Fou ndat ion  A id 
Sta b i l i zat i on  F u n d .  

� The i nte rest i n come ea rned i s  depos ited t o  t h e  State's Gene ra l  F u n d .  The p r i n c i pa l  may o n ly be 
expended u pon  o rde r  of t he  Gove rno r  a nd o n ly fo r the pu rpose of offsett i ng fou nd at ion  a i d 
red u ct i on s  made  by execut ive a ct ion  p u rsua nt to l aw d ue to a reve n ue  sho rtage . 

Cu rrent Ba l a n ce :  $374, 602,863 



20 15  Leg i s l a t i ve Sess i o n  

• P roposed Amend ment 2 to No rth  Da kota Vote rs i n  t he  Nove m be r  2016 
v' I f  t he  ba l a nce of the  fu nd  exceeds fifteen percent of t he  most recent gene ra l  

fu nd  app ropri a t ion  fo r state a id to schoo l  d i st r i cts, t he  excess ba l a n ce may be 

u sed fo r othe r  ed ucat ion - re l ated pu rposes . 

• Wh i l e  Awa it i ng  t he  Pu b l i c Vote, BN D was E n a b l ed to I ss ue  U p  To 
$250,000,000 i n  Schoo l  Const ru ct i on  Loa ns  at a 2% I nte rest Rate u s i ng  
the  "Buy Down Method" ( N DCC 15 . 1-36-06 )  

• Su n set the Buy Down Po rt i on  of the P l a n i n  J u ne of 2025 . 

v' l n  t he  2015-2017 B i e n n i u m, BN D i ssued  $ 123 ,000,000 i n  Schoo l  Loa ns  

-:!YI  



Ba n k  of N o rt h  Da kota B uy- Down 

v"'Buy Down i s  Ut i l i zed Fo r a Va r iety of BN D Econom ic Deve l opment P rogra ms .  
No rma l ly i n  Conj u n ct ion  Wi th  A Com m u n ity 

v"'En a b l es A F i n a nc i a l I n st i t u t ion  To Rece ive A "Ma rket Rate" Retu rn on  Ca p ita l Wh i l e  
P rovid i ng A Lowe r, N et, I nte rest Rate To A Borrowe r 

BN D Loa n 

$ 10,000,000 

Loa n Payment 

Ma rket Rate 

5% 

$970, 602 

Exa mp le  

Buy  Down 

3% 

($282, 361 )  

N et Rate 

2% 

$688, 241 

® 



20 17  Leg i s l a t i ve Sess i o n  

./ Measu re 2 Was Passed by No rth  Da kota Vote rs 

Creat io n of the  Schoo l  Const ruct i on  Ass i sta n ce Revo lv i ng Loa n F u n d  (SCALF )  

STEP TWO 
Conso l idated the Land Trust 
Department School Loa n  Program 
into the SCALF Program .  

./ Fund had $143,000,000 i n  
outstand ing Loans  

./ $9,300,000 i n  Cash 

STEP THREE 
./ Enab led Bank  of North Dakota to 

"Se l l  I nto SCALF" up  to 
$50,000,000 i n  BND  Loans 

./ BND  sold $40,000,000 i nto the 
Fund i n  the Cu rrent Bienn i um 

Step Four  
./ Amended the Fund ing Ava i la b le 

i n  the Coa l Deve lopment Trust 
Fund to Provide for 
Unanticipated Construction or 
Replacement Project or 
Emergency Repa i r. 

./ Project must be at least 
./ Idea is to Create Certa i nty for $150,000,, 

the School Districts to Receive a 
2% Rate ./ Loan Approved by DP I ,  School 

Lands I ssues the Loan  

E n a b l ed $60,000,000 a B i e n n i u m  fo r P roj ects 



20 19  Leg i s l a t i ve Sess i o n  

Dete rm i ned  The re I s  Low P roba b i l i ty of $75,000,000 App rop r i at i on  F rom 
Fou ndat i on  A id  . . .  

A l te rn at ive P l a n Fo r 2019 Sess i on  
1 .  Eva l u ate Bon d i ng To P rovi de  Ca p ita l i zat io n  o f  Fu n d  
2 .  Remove t h e  2025 Su nset C l a u se Fo r BN D Loa ns  
3 .  P rovi d e  B N D Buy-Down F rom Fou ndat ion  A i d  

@ 



Cu r re nt Stat u s  SCALF  

P ri n c i p a l  Outsta n d i ng  8/20/2018 

Com m i tte d as of 8/20/2018 

St i l l  Ava i l a b l e  fo r 17- 19 B i e n n i u m  

P ri n ci pa l Payme nts Re ma i n i ng 17- 19 B i e n n i u m  

Loa n s  Outsta n d i ng  6/30/2019 

Ava i l a b l e  fo r Loa n s  7/1/2019 

$ 1 73 , 253 , 97 1 . 54 

$47 , 1 1 3 , 536 . 86 

$6 , 045 , 000 . 00 

($9 , 220 , 202 . 32) 

$2 1 7 , 1 92 , 306 . 08 

$ 1 3 , 58 1 , 308 . 25 

&�/)(� I � 
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Bo n d i ng Ove rv i ew 



Com mon  Bo n d  St ru ct u res 

Genera l  Obl igation Bonds Revenue Bonds 

• F u l l  Fa ith  a n d  Cred it P l edge • Revenue  P ledge 

• A l l l ega l ly Ava i l a b l e  Reven ues • Spec if ica l ly Defi n ed Revenue  Sou rce 

• Tax ing  Powe r • No  P roperty Tax ing Powe r 

• Not S u bject to Approp riat ion • Covena nts to Ensu re Revenue  Suffi c i ency 

• Not Su bject to Approp ria t ion 

Appropriation ( Lease) Bonds 
Grant Anticipation Bonds 
• P l edge of Futu re G ra nt F u n d i ng 

• Spec ia l Ob l igat ion P ledge • Spec if ica l ly Defi ned  Revenue  Sou rce 

• Al l l ega l ly Ava i l a b l e  Reven ues • No  Tax ing  Power 

• No  Tax ing  Power • Not Su bject to Approp ri a t ion  

• S ubject to Approp riat ion 

2 

JB J� 1J 
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State Age n cy De bt Pa i d  by Ap p ro p r i a t i o n s  

B u i l d i ng  Autho rity AA 

Dept of Tra nsportat io n  Aa l 

Lease Revenue/ 
Appropr iat ion  

B ie nn i a l  a pp rop riat io n s  ( i nc l ud i ng  Genera l  Fund ,  
Loca l Match F u nds, Fede ra l Funds  & Lease  
i n co m e) 

G ra nt Ant ic i pat io n  Ant ic i pated Fede ra l H ighway G ra nts & Revenue  
F und s  & app rop r i ated State H ighway F u nd  
reven ues 

Tota l 

$20,855,000 

9,880,000 

$30,735,000 

@ 



State Agency 
I 

Hous ing  F i n ance 
Agency 

Pu b l i c  F i n a nce 
Autho rity 

Stu dent Loa n  Tru st 

U n iversity System 

Tota l 

State Age n cy Reve n u e  Bo n d s  
These Bonds  a re not re pa i d  from State a p p rop ri a t ions 

I 

Rating Source of Repayment 

Aa l Homeowner  Mortgage Loa n  Repayments 

Aaa SRF  Loa n  repayments from po l it ica l s u bd iv is io n s  
AA- CFP ($154,715,000 has  mora l  ob l igat ion )  

Non-rated Student Loa n  payments 

Va r iou s  Pa rk ing Fees, Hous i ng  Fees, Student Fees 

Sr3 'J:J-t� 
'3 - 1 4 ,, ,9 

Outstanding 
Amount 
12-31-18 

$1,021,9 15,000 

497,705,000 

1,000,000 

270,552,548 

$ 1,791 , 172,548 

l /  
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N et Tax-S u p po rted De bt Pe r Ca p i ta 
Net Tax Supported Debt Per Capita 

Top F ive a nd  Bottom F ive in America--Decem ber  3 1, 2018 
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Re l at ive De bt Rat i os 

J-
�(j e,v �"' 

<.? 

Net Tax Supported Debt as % of State GDP 
Dece m ber  3 1, 2018 

6.70% 

5 . 10% 

.,_ fl,"' 
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Re l at i ve De bt Rat i o's Pe r Ca p i ta a n d State As 
Ca l c u l a ted by M oody's 

State Rat ing Per Ca pita ND Equ iva lent * % of GDP  ND Equ iva lent* 

N o rth Da kota Aa l $ 133 $ 100,763 0 . 19% $ 100,763 

M i n n esota Aa l $ 1,430 $ 1,083,392 2 . 35% $ 1,246,279 

South Da kota Aa a $ 694 $ 525,786 1 . 25% $ 662,914 

Wisco n s i n  Aa l $ 1 ,660 $ 1 ,257,643 3 . 07% $ 1,628, 1 18 
M o nta n a Aa l $ 177 $ 134,098 0 .40% $ 2 12, 133 
I n d i a n a  Aa a $ 295 $ 223,497 0 . 57% $ 308,289 
I owa Aa a $ 2 19 $ 165,9 18 0 . 37% $ 196,223 

I d a h o  Aa l $ 482 $ 365, 171  1 . 2 1% $ 641,701 

M ed i a n  $ 987 $ 747,768 2 . 57% $ 1,362,952 

N o rth Da kota $ 133 $ 100,763 0 . 19% $ 100,763 

As P ro posed $ 1 ,296 $ 981,763 1 . 85% $ 981,763 
To Eq u a l  M ed ia n  $ 987 $ 747,777 1 .41% $ 747,777 

*Amounts reported i n  m i l l i ons 
11 



Ba c k  To Fo u n d at i o n  A i d P ro posa l 
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Ut i l i z i ng  Fou ndat ion  A id  Tra n sfe rs As A Repayment Sou rce To 
Bond  fo r Schoo l  Const ru ct ion  F i n a nc i ng 

Concept : To "D i scon nect" t he  Repayment a nd I nte rest Rate of An Approp r i a t ion  Bond  from the  

Repayment and  I nte rest Rate of  a Loa n to  A Schoo l  D ist r i ct 

I Fou ndat ion Aid Ba l a nce $508,432,370 I - $200,000,000 to School  Con struct ion 

1 
r Revo lvi ng Loa n Fund  

l Antic i pated Tra n sfer $315,039, 140 

l 
2% Loa ns  for 20-Yea rs 

l 30-Yea r Bond P rovides I Commercia l Bond Ho lders I $200,000,000 i n  Proceeds Repayment Back to BND  I RLF 

1 I 
Bond Payment of $2Sm / B ien n i um 

4 . 5%  I nte rest Rate 

@ 



Fo u n d at i o n  A i d Sta b i l i za t i o n  F u n d  
Ana lys i s  of Fou ndat ion A id Sta b i l i zat ion F u nd  with $25,000,000 Approp r iated fo r 

$200,000,000 Bond  to F u nd  Schoo l  Construct ion  Revo lv i ng Loa n F u nd  

Tax Revenue Req u i red Ca n  B e  B ienn i u m  
Pri nc ipa l  Ba l a nce Deposit M i n .  Ba l a nce Appropriated Bond ing  Amt. B ien n i u m  

$633,793,830 
$429,745,348 

$442,046,610 

$171,570,512  

$184,419,370 

$269, 168,800 $ 149,371 , 116  

$23 1,233,589 $132,864,480 

75,000,000 74,371,116 2017-2019 

25,000,000 $107,864,480 2021-2023 

0 B �i 1 L\ 
3 --1 1 - , q 

t! I 
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$180,000,000 

$160,000,000 

$ 140,000,000 

$120,000,000 

o $100,000,000 
..... 
0 

V\ 
C 
0 $80,000,000 

$60,000,000 

$40,000,000 

$20,000,000 

$-

16 

Gross 
Transfer 

! Bond 
Payment 

Fo u n d at i o n  A i d Sta b i l i za t i o n  F u n d  
Amou nt fo r Ap p ro p r i a t ion  afte r $25 ,000,000 Bond  Pay m e nt 

Net Transfer 

I I I I 
2019-2 1 2021-23 2023-25 2025-27 

I 
2027-29 
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I m pact of $200m On  Sc hoo l  Co n st r uct i o n  Revo l v i ng  Loa n F u n d  

E n ab les Tota l Loan s / B ien n i u m  to I n c rease from $60m to $86m 

Loa ns  Rema i n i ng at B N D  ($83m )  Ma i nta i n  a 2% I nte rest Rate with Buy-Down Th rough 2038 

SCALF Cash  Ba l a nce VS Loa ns  P rov ided 
$250,000,000 

$200,000,000 

$ 150,000,000 

Cash Ba lance Stays Positive Provides $43m in Loans / Year 

$100,000,000 

$50,000,000 

® 



Ove rview of Schoo l  Const ru ct ion  Ass i sta nce Revo lv i ng Loa n Fu n d  
Retu rn on  I nvestment 

Cu rrent Statu s  SCALF 

Assu m pt ions  

Bond $250, 000,000 
(Tota l Amount Advanced i n  5-Yea rs. )  

B ienn i um End i ng 2021 

Loans  F unded :  $150,000,000 

Outstand ing $284,597,490 
Ann. Repayments $16,926,878 
Loan  Loss Res. $2,845,975 
Cash $198,442,645 

Total Assets 
$480, 194, 160 

H igh l ights: 

SCALF Evo l ut ion Th rough 2035 

Bienn i um End ing 2025 

Loans Funded : $330,000,000 

Outstand ing 
Ann .  Repayments 
Loa n  Loss Res. 
Cash 

$391,898, 175 
$27,935,087 

$3,918,983 
$99,448,927 

Tota l Assets 
$487,428, 119 

Bienn i um End ing 2035 

Loans F unded : 

Outstand ing 
Ann.  Repayments 
Loa n  Loss Res. 
Cash 

$780,000,000 

$513,730,377 
$47,079,394 

$5, 137,306 
$23,968,722 

Tota l Assets 
$532,561,793 

• U nder the Assumptions, by 2035, the I RLF w i l l  have Loaned $780,000,000 to loca l School D istricts. 
Assuming a 4.25% Market Rate, Tax Payers Wi l l  Save $2 15,475,422 i n  I nterest costs by 2035.  
Acce le rated construct ion schedu l e  protect aga inst i nflation and i ncreas ing costs of construct ion . 

Note ( I nterest on $780M / 20 Yea rs @ 4.25% = $385,690,088) ( I nterest on $780M / 20 Years @ 2% = $170,2 14,666) 

@ 
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$300,000,000 
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0 
V) 

-0 
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$150,000,000 

$100,000,000 
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$0 

P roj ect i n g  Sc h oo l  Co n st ru ct i o n  N eed s 
Annua l  School Construction I nvestment 

I I I 
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Notes o n  Schoo l  Con st ruct ion  
10-Yea r Const ruct i on  Tota l = $ 1, 664, 571,9 19 
10-Yea r Ave rage = $ 166,457, 197 

12  Projects Tota l ed  $759,886,736 
Tota l  M i n us Major  P rojects = $904,685, 183 
10-Yea r Ave rage = $90,468, 5 18 / Yea r  

Remove H igh a n d  Low Yea rs = $ 1, 247, 292,742 
10-Yea r Ave rage = $ 124,729,274 / Yea r  

t 



Cu rre nt Sc h oo l  Co n st ru ct i o n  Revo l v i ng  Loa n F u n d  Ba l a n ces 
School D istrict Date Funded F i na l  Payment Outsta nd ing Ba la nce 

WI LLISTON PU BL IC SCHOOL D IST#l 09/25/2015 10/01/2034 $17,977,690.53 

M I NOT PUBLIC SCHOOL D IST #1 11/13/2014 06/01/2034 $16,518, 142.62 School D istrict Date Funded F ina l  Payment Outstand ing Ba lance 

WAHPETON PU BL IC SCHOOL D IST#37 01/22/2014 06/01/2033 $15,356,718 .24 POWERS LAKE PU B SCHOOL D IST#27 07/01/2014 06/01/2034 $1,627,797.87 

B ISMARCK PUBLIC SCHOOL D IST 06/30/2014 06/01/2034 $12,539, 2 14 .21  TU RTLE LAKE-MERCER D IST #72 11/01/2013 06/01/2033 $1,411,083.03 

GRAND FORKS PU B SCHOOL D IST #1 12/02/2013 06/01/2033 $11,772,885.84 NORTHERN CASS PUB  SCHOOL #97 08/01/2013 06/01/2033 $1,366,717 .72 

GRAFTON PUBL IC  SCHOOL D IST #3 04/01/2014 06/01/2033 $11,267,668.33 H I LLSBORO PUBLIC SCHOOL D IST#9 08/1 1/2016 02/01/2036 $1,011,473 .00 

School D istr ict Date Funded F ina l  Payment Outstand ing Ba lance School D istrict Date Funded Final Payment Outstand ing Ba lance 

MANDAN PU BLIC  SCHOOL D IST 08/01/2013 06/01/2033 $8,640, 128.34 NEW ENGLAND  PU B SCHOOL D IS  #9 08/15/2013 06/01/2032 $870,465 .20 

WEST FARGO PU B SCHOOL D IST #6 04/01/2014 06/01/2033 $7,S97, 734.30 SURREY PUBL IC SCHOOL D IST #41 08/15/2013 06/01/2033 $719,014.92 

SOUTH PRAI R I E  SCHOOL D IST. 70 1 1/14/2014 06/01/2034 $7,234,623 .76 NEW ROCKFORD SHEYENNE  SCHOOL 2 06/30/2018 05/01/2038 $481,482.30 

STANLEY PU BL IC SCHOOL D IST #2 06/25/2015 12/01/2035 $7,197,825 .98 U N ITED PUBL IC SCHOOL DISTRICT 06/30/2018 08/01/2037 $195,437.00 

WEST FARGO PU B SCHOOL D IST #6 08/01/2013 06/01/2033 $6,945,338 .36 E IGHT M I LE PUBL IC SCHOOL D IST 6 06/01/2018 05/01/2038 $304, 121 .00 

MCKENZ I E COU NTY SCHOOL D IST #1 01/28/2015 06/01/2034 $5,978, 171 .34 HATTON E l  ELSON D ISTR ICT 7 08/01/2018 05/01/2038 $0.00 

TIOGA PU BL IC SCHOOL D IST #15 12/01/2014 06/01/2034 $5,695,559 .57 

Schoo l  D istrict Date Funded F ina l  Payment Outsta nd ing Ba la nce Pr inc ipa l  Outstand ing 8/20/2018 $173,253,971 .54 

FLASHER  PUBL IC  SCHOOL D IST #39 12/01/2016 08/01/2036 $4,878,457.60 Committed as  of 8/20/2018 $47, 113 ,536 .86 

MAPLETON PU BL IC SCHOOL D I ST 02/22/2017 08/01/2037 $4,842,287.55 Sti l l  Ava i l a b le for 17-19 B ienn i um $6,045,000.00 

M I N OT PU BL IC SCH D ISTR ICT #20 08/07/2015 08/01/2035 $4,688, 163 .24 Pr inc ipa l  Payments Rema i n i ng 17-19 ($9,220,202 .32)  

CENTRAL CASS PU BL IC SCHOOL 06/30/2018 11/01/2037 $4,251,598 .77 B ienn ium 

KULM PU BL IC SCHOOL D ISTR ICT #7 09/15/2015 09/01/2035 $3,424,472 .00 Loa ns Outsta nd ing 6/30/2019 $217, 192,306.08 

R ICHLAND  PUBLIC SCHOOL D IS  #44 08/01/2013 06/01/2033 $3,297,542.46 

STRASBURG PU BLIC  SCHOOL D IST 10/12/2016 08/01/2036 $2,592,468. 16 

WESTHOPE PU B SCHOOL D IST #17 12/01/2014 06/01/2034 $2,569,688.30 

@ 
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Ut i l i zat i on  of Legacy Fu nd  Ea rn i ngs 
$5Sm Bond  Payment Pe r B i en n i u m  
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M oody's N D  C red i t  O p i n i o n  Dece m be r  20, 2018 

Rat i ng :  Aa l Sta b l e  

Credit strengths 

» Conservat ive state fiscal management practices, most recently h ighl ighted by the state's return to structural balance and 
restorat ion of budget stab i l izat ion funds 

» Substant ia l  reserves, which are budgeted to grow over the next b ienn ium 

» Very low debt, pension and OPEB l iab i l i t ies lead to low fixed costs that wi l l  support cont i nued f inancial flexib i l i ty 

Credit challenges 

» Narrow economy that i s  concentrated i n  the energy and agricultural sectors, wh ich are vulnerab ly to commod ity pr ice volat i l i ty 

» Very t ight labor market 

» I ncreased rel i ance on oil and gas tax revenues to support general fund operat ions 

» Ownersh ip of a bank bri ngs vu lnerabi l i ty to losses, part icu larly i n  the event of steep economic deteriorat ion  l i ke the recent energy 
sector contract ion 

Rating outlook 
The stab le outlook reflects the state's progress towards structural ba lance and rap id restoration of reserves as the economy and 
revenues cont inue to recover from the 2016 energy recession . Recent decl i nes i n  o i l  pr ices wi l l  l ikely resu lt i n  some economic and 
revenue volat i l i ty, however the state 's energy economy and fi nanci al reserves are wel l -pos it ioned to weather some short term 
d i srupt i ons at this t ime. 
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M oody's N D  C red i t  O p  i n  i O n  Decem be r 20, 2018 

Factors that cou ld lead to an upgrade 

» Mean i ngfu l d ivers i fi cat ion  of state economy 

» Red uced genera l  fund exposu re to o i l  and gas tax revenues 

» Red uced exposu re to Bank  of North Dakota 

Factors that cou ld lead to a downgrade 

» Fa i l u re to restore st ructura l  ba lance and replen i sh the budget stab i l i zat ion fund as  cu rrent ly p lanned 

» Renewed economic vo lat i l i ty that resu lts i n  revenue u nderperformance 

» Deplet ion of reserves below the prev ious low 

» A move away from conse rvat ive fi sca l management 

19 



Sta n d a rd & Poo r 's N D  Rat i n g  Dece m be r  20,  2018  

Rat i ng :  AA+ Sta b l e  

What We' re Watc h i n g  

- Alth o u gh t h e  eco o my i s  cu r rent ly s howi ng  s i gn s of grow h and stab i l i ty , as  a la rge e n e rgy 

prod u cer ,  the state i s  vu lnerab le to boo m - a nd - b u st cyc les .  

- The  co nt i n u ed softness  i n  t h e  agr i c u lt u ra l sec or ,  partly due  to t rade  te n s i on s ,  w i l l a lso l i  e ly 

l i m i t  perso nal  i ncome and  eco n o m i c  growt h .  

- Pens i on  u n derfu n d i ng has  i n c reased net pe n s i o n  l i ab i l i t i es ;  howeve r ,  t he  state ' s  p o po rt io n ate 

sha re i s  ma nageab le ,  i n  o u r  v iew .  

C red it  Fu ndamentals 

- Stro n g  execut ive ab i l i ty to red uce ex pend i tu res and  demon strated w i l l i n gness  of t h e  leg i s latu re 

to real ign a p p  op  iat i o n s  w i t h  est i m ated revenue  co l lect i ons .  

- Very stro n g  budgeta ry rese ves ,  i e lud i ng a legacy fund  at $5 .86 b i l l i o  , p rov i d i ng N o rt h  Da kota 

w ith suffic ie nt  f lex i b i l i ty to weath e r  econ o m i c  cycles .  

- Low debt b u rd e n  wit h  ra p id  amo rt i zat i on  a n d  no  p lans  to i ssue ew d e b  w i t h i n  t h e  cu · e n  

b i en n i u m .  
20 
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Bo n d  Te rm i n o l ogy 

- B u yer  of th e Bon d i s  th e lender  o r  i n vestor  

- Se l l e r of th e Bon d i s  th e borrower or i ssu er  

- Arnau nt of  loan 

- Repayment  date of  loan 

- I n te rest rate pa id period ica l l y  on th e loan 

- Usua l l y  expressed as a percen tage of par amou n t  

- Amou nt a len der wi l l  l e nd  i n  con s ideration o f  fu ture 

recei pt of pri n ci pa l  a nd  i n terest payments 

- S i n g l e  rate th at sets th e presen t  va l u e  of th e 

pri n cipa l  a nd  i n terest payments equ a l  to th e pri ce 

2 1  
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N D  Ge n e ra I O b i  i gat i o n  Bo n d s  
Art i c l e  X, Sect i o n  1 3  of the  No rth  Da kota Const it u t i o n  

The State may not i ncu r gene ra l  ob l igat ion debt u n l ess ev idenced by  a bond i ss ue  
a uthor ized by l aw for c l ea r ly defi ned pu rposes .  

Eve ry l aw a uthor i z i ng a gene ra l  ob l igat ion bond  i ss ue  m ust :  
• P rov ide  for a l evy ing of a n  a n n ua l  tax, o r  make some othe r  p rov i s ion ,  suffi c i ent to pay the  i nte rest 

sem i a n n u a l ly a nd  the  p r i n c i p a l  with i n  30 yea rs from the  date of i ss uance .  
• Specif ica l ly app ropr i ate the  p roceeds of the  tax l evy, o r  such  othe r  p rovi s ion ,  to the  repayment of 

the  p r i n c i pa l of a nd  i nte rest on the  bonds .  
The app rop riat ion  refe rred to a bove may not be repea l ed ,  o r  the  tax o r  othe r  p rov i s ion  
d i scont i n u ed, u nt i l both the p r i n c ipa l of  and i nte rest on  the  bonds  h ave been pa id . 

Gene ra l  ob l igat ions  bonds  i n  excess of $2,000,000 m ust be secu red by a fi rst mortgage 
u pon  e ithe r  of the fo l l ow ing :  

• A fi rst mortgage on rea l  estate for no  more t h an  65% of the  va l u e  of the  rea l estate . 
• A fi rst mortgage on rea l  o r  persona l  p roperty of State-owned ut i l i t i es, e nterpr i ses o r  i n d ust r ies  fo r 

no  more t han  the  va l u e  of the  ut i l i t i es, e nterp r i ses o r  i n d ust r ies .  The State may not i ss ue  o r  
gua ra ntee bonds  secu red by p roperty of State-owned ut i l i t i es, e nterp r ises or  i n d u st r ies  i n  excess of 
s10,ooo,ooo. 

The State may not i ss ue  debt i n  excess of the  l i m it set out  i n  th i s  sect ion except for one  of 
the  fo l l ow ing  pu rposes : a) repe l l i ng i nvas ion ,  b) s u pp ress i ng  i n s u rrect ion ,  c )  defend i ng the  
State i n  t ime  of  wa r, a n d  d )  p rov id i ng fo r the  p u b l i c defen se i n  case o f  th reatened host i l i t ies .  

Currently, there are no outstanding General Obligation Bonds of the State. 
22 
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Who  B uys Bo n d s ?  

Reta i l  I nvestors 
• Wea lthy l n d ivi dua l s- "Mom & Pop" 

• Reta i l  Prox ies 

• I nvestment/F i n a nc i a l Adv isors 

• Ba n k  Tru st Depa rtments 

I nstitutiona I I nvestors 
• M utua l Funds-F ide l ity I nvestments, Va ngua rd 

• I nsu rance Compan i es-AIG,  Al l state, State Fa rm, USAA 

• Ba nks 

• Corporations 
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Bo n d  I ss u e  P rocess 
• K ick-off meet ing o r  confe rence ca l l s  
• Work ing gro up  ca l l s  to d iscuss 

-Document d rafts, e .g . ,  POS/NOS/0S 
-Rati ngs presentat ion ( if a pp l i ca b le )  
-Pric i ng sca les 

• Rat ing agency ca l l s  
• P ub l i sh  Pre l im i n a ry Offic ia l Statement ( POS) & Not ice of Sa le  ( NOS) 
• Rece ive rat i ng  
• P re-Pr i c i ng Book ( on ly on  negot iated sa les )  
• Bond ma rket i ng  a nd  pr i c i ng per iod 
• Se l l  bonds  - e ithe r  com petit ive o r  negotiated 
• P ub l i sh  the  fi n a l  Offi c i a l  Statement (OS) ( a nd  c los ing ce rt ifi cates) 
• Close the iss u ance 
• I s sue c los ing ce rt ifi cates 
• P rod uce the  F i n a nc ia l Adviso r Memora n d um  ( FAM)  
• Tra nscr ipt p rod uced a nd  d ist r ib uted by bond cou nse l  

24 

3{ 



Taxa b l e  vs Tax- Exe m pt Bo n d s  
Benefit of Tax-Exempt Bonds 

• Cost of  fi n a n ci ng i s  gene ra l ly l owe r fo r i ss ue rs 
• I nte rest pa i d  to bond ho l de rs i s  not i n c l u d ab l e  i n  t he i r  g ross i n come  for fede ra l  

i n come  tax p u rposes 
• This tax-exempt status remains throughout the life of the bonds provided that all 

applicable federal tax laws are satisfied both at the time the bonds are issued and 
throughout the term of the bonds 

• I nte rest rate i s  a pp roximate ly  . 5% l ess tha n taxab l e  bonds  

Primary Object ives of  Federa l Laws 
• No  p r ivate a ct iv ity 
• No  a rb it rage 

Benefit of Taxab le Bonds 
• No  pr ivate act iv ity restr ict ions  

• No  arb itrage ca l cu l at ions  or comp l i a nce with other comp l ex regu l at ions 
2 5  



Taxa b l e  vs . Tax- Exe m pt Bo n d s  

Appropriation Bonds a re most l i ke ly cons idered : 

• taxable i f  t he  a pp rop r i at i on  i s  t i ed  spec ifi ca l ly to i nvestment ea rn i ngs 
of t he  Fu n d  ( Legacy Fu nd ,  Fou ndat ion  Sta b i l i zat i on  Fu nd , etc . ) .  

• tax-exempt i f  t h e  a pp rop r iat io n  i s  from t h e  Gene ra l  F u n d .  

Bond  Cou n se l dete rm i nes t he  taxa b i l ity of t he  bonds  

26 



M o ra l  O b l i gat i o n  

Gene ra l ly req u i res t h at t he  state agency i ssu i ng the  bonds  m ust not i fy the  
Gove rno r  o r  othe r  execut ive b ra nch  offi ce by a ce rta i n  d ate i n  the  fi sca l yea r  
t hat a bond  rese rve fu nd  defi c i ency ex i sts o r  i s  expected to occu r. 

The Gove rno r  o r  othe r  execut ive offi ce r i s  t hen  req u i red to su bm it i n  t he  
execut ive budget a req uest fo r an  a pp rop r i at i o n  t h at wi l l  be  suffi c i ent to 
resto re o r  cove r t he  rese rve fu nd  defi c i ency. 

The State Leg i s l at u re t hen  ha s  a mo ra l  ( b ut not l ega l )  ob l igat i on  to p rov ide  
t he  req uested a pp rop r i at i o n  to  re p l e n i s h  t he  rese rve fu n d .  

2 7  



Bo n d  Sa l es 
Com pet i t i ve vs . N egot i ated 

Competitive Sa les : An l ss � e r a n d  th e i r  F l· n a n� i a l Ad
�

viso r p rocu re b id s 
from a va r i ety ot U n d� rwnte rs o n the ob  1gat.1 o n s td ey a re p l a n n i ng to 
i ss ue  a n d  se lect o n e  b i d { 1 . e . ,  t h e l owest cost i ng b l  
N.egotiated Sol i cjtat ion : An I ssu e r se l �cts a n U n d e rwrjte r o r  a g ro u p 
ot .u n d e rwrit.i ng t i rms a n d works \f\(ith th.e

h
se

h
l ecte d

d
U n d�rwr

(
it
)
e r\s1 to 

p r i ce ob l 1 gat 1 o n s th rough  n egot 1 at 1 o n wit t e U n e rwr i te r s a nu 
I nvesto rs 

The i ssue r  a n d  fi n a nc i a l adv iser look at facto rs such as secu rity type a n d  t ra n sa ct ion  s i ze typ i ca l ly to he l p  dete rm i ne  the  
best method of  sa l e  to  ut i l i ze .  
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Bo n d  I ss u e  Expe n ses 

Cost of I ssuance Underwriter's Discount 

• Rat i ngs • Man agement Fee 

• Bond/Tax Cou nse l  • Ta kedown 
• F i n a nc ia l Adv isor 

• U nde rwr it i ng  R i sk 
• Regist ra r/Pay i ng  Agent/Trustee 

• Expenses 
• Pr i nter 

- Underwriter 's Counse l  
• M isce l l a n eous  

- Bond Desk 

• Ve rificat i on  Agent - CUS IP  

• Escrow Agent - DTC 

- Out-of- Pocket 
• Escrow B i dd i ng  Agent 

Cost of issuance a nd unde rwrite r's d iscount  ca n ra nge from 5 to 7% of the bond issue .  
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Req u i red  Rese rves 

Genera l  Obl igat ion Bonds 
• Rese rves a re not req u i red 

Appropriation 
• Rese rve may be req u i red 

Revenue Bonds 
• Rese rve fu nd  i s  req u i red 

• I RS l im its the rese rve to the  l esse r of :  
• 10% of pa r 

• 125% ave rage a n n u a l  payment 

• Maxi m u m  a n n u a l  p r i n c i pa l a nd i nte rest payment 

30 



Post- I ss u a n ce Co m p l i a n ce 

Spend Down Requ i rements 
Poo led bond  i ss ue rs a re req u i red to spend  30% of bond  p roceeds w it h i n  1 yea r a nd 95% 
wit h i n  3 yea rs .  

Continu i ng Disclosu re 
I s s ue r  covena nts to p rov ide  ongo i ng  d i sc los u re of both rout i ne  fi n a nc i a l i nformat ion  on a n  
a n n ua l  bas i s  a n d  per iod i c  not if icat i on  u pon  ce rta i n  events, e .g . ,  defea sa n ce of bonds  

Arbitrage Rebate 
I f  t he  bonds  a re tax-exem pt, t he  I s sue r  may be req u i red to rebate i nvestment ea rn i ngs i n  
excess o f  t he  bond y ie l d  t o  t he  fede ra l  govern ment eve ry five yea rs 

Rat ing Ma intenance 
I s s ue r  may be req u i red to p rov ide  o ngo i ng u pdates to the rat i ng agen c ies a n d  may be 
req u i red to pay ongo i ng  s u rve i l l a n ce fees fo r va r i a b l e  rate t ra nsa ct i ons  

3 1  



Co nta ct I n fo rm at i o n  

Ka r l e ne  F i n e  
N D  I nd ust r i a l  Com m iss ion  
328-3722 
kfi ne@nd .gov 

DeAn n Ament 
N D  Pub l i c  F i n a nce Autho r ity 
426-5723 
d ament@nd .gov 

Ke lv i n H u l l et 
Ba n k  of No rth  Da kota 
k l h u l l et@nd .gov 
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The Honorable Chet Pol lert 
House of Representatives 
1 51 Crossroads Estates Dr 
Carrington ,  ND  58421 

Dear Representative Pol lert: 

LETTER OPIN ION 
201 9-L-02 

March 1 8, 201 9 

Thank you for your  letter asking whether bonds which are payable from appropriations made 
by the Legislative Assembly each session impl icate the debt l im itations in Section 1 3  of 
Article X of the Constitution of North Dakota . For the reasons indicated below, it is my 
opin ion that bonds payable from appropriations made by the Legislative Assernbly each 
session do not violate the state constitutional debt l im it found in N .D .  Const. art. X, § 1 3 . 

ANALYS IS 

The state's constitutional debt l im it is conta ined in N .D .  Const. art. X, § 1 3 , wh ich provides, 
in  part: 

The state may issue or guarantee the payment of bonds, provided that al l 
bonds in excess of two mi l l ion dol lars sha l l  be secured by first mortgage upon 
real  estate in amounts not to exceed sixty-five percent of its value;  or upon 
real  and personal property of state-owned uti l ities, enterprises, or industries, 
in  amounts not exceed ing its value,  and provided further, that the state shal l  
not issue or guarantee bonds upon property of state-owned uti l ities, 
enterprises, or industries in excess of ten mi l l ion dol lars. 

No further indebtedness shal l  be incurred by the state un less evidenced by a 
bond issue,  which shal l  be authorized by law for certa in purposes, to be clearly 
defined . 1 

-
1 N .D .  Const. art X, § 1 3 . 
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The North Dakota Supreme Court, in  State ex rel. Lesmeister v. Olson, 354 N .W. 2d 690 
(N .D .  1 984) ,  found that bonds funded by any general  state tax constitute a "debt" of the state 
with in the mean ing of the constitutional debt l im itation .2 I n  that case, the cou rt rejected an 
argument that the legislation in question could be sustained on the theory that payment of 
the bonds was a "continu ing appropriation . "3 You point out that s ince the Lesmeister case , 
statutes have created "appropriation bonds , "  wh ich you describe as  bonds payable from 
appropriations made by the Leg islative Assembly each session .  You ask whether such 
bonds trigger the debt l im itations of the constitution . 

I n  Lesmeister, the revenue bonds were created to finance the Southwest Pipel ine Project. 
The bonds financing the project were to be repaid from the o i l  extraction tax and were 
considered to be i rrepea lable by statute .4 I n  add ition ,  the proposed bonds in  Lesmeister 
were to be sold to the investing publ ic .5 Because the bonds were funded by a state tax, the 
Court determ ined that the bonds were a "debt" of the State with in the mean ing of the 
constitutional debt l im itation .6 

Despite the use of the o i l  extraction tax, the respondents in Lesmeister argued the leg islation 
in question cou ld be sustained under the "continu ing appropriation" theory.7 The Court 
reviewed a number of cases from other jurisd ictions, and quoted : 

An ana lys is of these decisions revea ls that the "continu ing appropriations" approved 
in most of these cases d iffer sign ificantly from the leg islation at issue i n  th is case. 
With the exception of Grossman, wh ich is d istinguishable on the basis of the 
particu lar [Montana] State constitutional provisions involved , each appropriation in 
the other cases , a lthough "continu ing" in a sense , was neverthe less subject to repea l 
or  mod ification by future legislative assembl ies. However, the "continu ing 
appropriation" in  th is case [Lesmeister] cannot be repea led once the bonds are 
issued without threat of a breach of contract action by the bond holders unti l the 
bonds and interest are paid in fu l l .  

Thus, "appropriation bonds" payable from appropriations made by  the Leg is lative Assembly 
must be subject to mod ification or repeal by futu re legis lative assembl ies. 

The Lesmeister case shou ld not be read as a prohibition of any "continu ing appropriation . "  
The North Dakota Supreme Court commented in a 1 988 case that: 

2 State ex rel. Lesmeister v. Olson, 354 N .W.2d 690 (N .D .  1 984). 
3 Id. 
4 Id. at 699-700 . 
5 Id. at 700. 
6 Id. at 698 . 
7 Id. at 700 . 
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Continu ing appropriations are noth ing new to the legislative process .8 

Continu ing appropriations are a val id 'appropriation fi rst made by the 
leg is latu re . '9 Moreover, a continu ing appropriation is 'continu ing' on ly if futu re 
legislative assembl ies choose not to repea l or  mod ify it. 1 0  

The ab i l ity to repeal o r  mod ify i s  crucial to the analysis of whether a financing mechanism 
vio lates the constitutional debt l im it. In an  opin ion from 2005 , I noted severa l examples of 
cases that have considered the issue of whether unconstitutional debt is created when 
borrowed money is to be repaid from future annua l  or b ienn ia l  appropriations by the 
Legislature . 1 1  

One examp le h igh l ighted in the 2005 opin ion was In Re Oklahoma Capitol Improvement 
Authority, where the court considered the constitutiona l ity of a proposed $300 m i l l ion 
h ighway improvement bond issue to be funded by annual  appropriations . 1 2  I n  that op in ion 
I set out the cou rt's posit ion : 

Here ,  the h ighway bond program is  a lso subject to an  annua l  
review by current members of  the legis lative body. The 
Leg islature wi l l  determ ine on a year-by-year basis i n  the 
appropriation process whether road improvements should be 
funded through the appropriations to the H ighway 
Department. . . . The fact that the Leg islatu re m ight ,  under 
the h ighway program,  feel some mora l ob l igation to continue 
the agreement or to ensure that h ighways a re provided for a l l  
citizens of th is state does not  mean that it i s  legal ly ob l igated , 
and therefore, the [constitutiona l  debt l im it provis ions] are 
neither impl icated nor appl icable - the bonds . . . a re 
constitutional  . 1 3 

8 Gange v. Clerk of Burleigh Cnty. Dist. Court, 429 N .W.2d 429 (N .D .  1 988) citing State v. 
Sorlie, 2 1 9 N .W.  1 05 (N .D .  1 928). 
9 Gange citing e.g. ,  In re Cont. Approp. , 32 P. 272 (Colo .  1 893), State v. Burdick, 33 P .  1 25 
(Wyo . 1 893) .  
1 0  Gange citing State ex rel. Lesmeister v. Olson, 354 N .W.2d 690 , 700 (N .D .  1 984) .  
1 1  N . D .A.G .  2005-L-02 . 
1 2  In Re Oklahoma Capitol Imp. Authority, 958 P .2d 759 (Okla . 1 998) . 
1 3 Id. 
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The cou rt fu rther noted that "th is Cou rt sa id the matter had been settled -
m ulti-year commitments expressly made conti ngent on future legis lative 
appropriations d id  not violate constitutional debt l im itation  provis ions . " 1 4  

Fina l ly ,  [T]he majority of ju risd ictions consider ing the effect of 
financing mechan isms comparable to the one mandated by 
[the state statute] , the ob l igations created are not "debts" 
with i n  the mean ing of constitutional and statutory provisions  
s im i la r  to [Oklahoma's constitutional debt l im it p rovisions] .  
Under these cases,  the fi nancing proced ures are not "debts" 
either because the enacting body is not bound lega l ly  to make 
future appropriations or because it is clear that the leg islators 
d id not i ntend them to be obl igations of the states o r  thei r 
subdivis ions . 1 5  

Severa l  previous op in ions from th is office have determ ined that mu lti-year commitments 
expressly made contingent on future legislative appropriations do not vio late the 
constitutiona l debt l im it. 1 6  I n  an opin ion from 1 997 about long-term financing by state 

• 

agencies , th is office stated " if an agreement by a state agency does not legal ly obl igate 
• appropriations beyond those currently avai lable, the extension of this 'cred it' does not 

constitute debt in the constitutiona l  sense . " 1 7 

The North Dakota Supreme Court has simi larly recogn ized that a state agency's obl igation 
to pay rent under a 30 year lease that is expressly cond itioned on the North Dakota 
Leg islature appropriating sufficient funds for the purpose of paying the rent was legal ly 
sufficient to permit the agency to escape its lease obl igation when the Legis lature fa i led to 
appropriate sufficient funds. 1 8  

1 4  Id. at 770 . See N .D .A .G .  2005-L-02 . 
1 5  N .D.A.G .  2005-L-02 citing In re Oklahoma at 773-774 (citing , e .g . ,  In re Anzai, 936 P .2d 
637 , 642 (Haw. 1 997); Wilson v. Kentucky Trans. Cabinet, 884 S. W2d 641,  644-45 (Ky. 
1994); Schulz v. State, 639 N .E .2d 1 1 40 ,  1 1 48 (N .Y. 1 994) ;  Dieck v. Unified School Dist. of 
Antigo, 477 N .W.2d 61 3 ,  6 1 8 (Wis. 1 991 ) ;  Dykes v. Northern Virginia Transportation Dist. 
Comm'n, 41 1 S .E .2d 1 ,  4 (Va . 1 991  ) ,  cert. denied, 504 U .S .  941 , 942 , 1 1 2 S .  Ct. 2275, 2277 , 
1 1 9 L. Ed .2d 201 , 203; Dept. of Ecology v. State Finance Comm. , 804 P .2d 1 241 , 1 246 
(Wash . 1 991  ); State v. School Bd. of Sarasota County, 561 So.2d 549, 552 (Fla . 1 990)) .  
1 6  See N .D .A .G .  2005-L-02 ; N .D .A.G . 97-L-1 08; N .D .A.G.  97-L-96; N . D .A .G .  94-L-338. 
17  N .D .A.G . 97-L-1 08. 
18  Red River Human Svcs. Found. v. Dep 't. of Human Svcs. , 477 N .W.2d 225 (N .D .  

• 1 991 ) .  See also Haugland v. City of Bismarck, 429 N .W.2d 449 (N .D .  1 988) .  

@ 



• LETTER OP IN ION 201 9-L-02 
March 1 8 , 201 9 

• 

• 

Page 5 

F inancing mechan isms that are subject to repea l  or  mod ification by the Legislature are 
a l ready in operation . For example,  under the North Dakota Bu i ld ing Authority ,  found in 
N .D .C .C .  ch . 54- 1 7 .2 ,  state bui ld ings and other projects authorized by the Legislature are 
paid for by issu ing bonds wh ich are u ltimately repayable from the genera l  fund , but on ly to 
the extent the Legislature provides bienn ia l  appropriations for payment of lease rentals ,  
wh ich i n  turn pay for debt service on the Bui ld ing Authority bonds. 1 9  Simi la r  financing 
a rrangements have been upheld against constitutional debt l im it cha l lenges in other 
states .20 The Bui ld ing Authority bonds are successfu l ly marketed even though bondholders 
a re aware that the bui ld ing renta ls which support debt service payments a re payable on ly 
to the extent b iennia l  appropriations by the North Dakota Legislature are made.2 1  

Thus, it is  my opin ion that an "appropriation bond" does not, by its very nature , run afoul of 
the constitutional debt l im it found in N .D .  Const. a rt. X, § 1 3 . There are numerous opin ions 
that expla in that "a p ledge by the state to pay an obl igation out of current revenues wh ich is 
not a genera l  ob l igation of the state and wh ich conta ins a nonappropriation clause does not 
constitute state debt proscribed by the constitution . "22 

Sincerely, 

Wayne Stenehjem 
Attorney Genera l  

This op in ion is issued pursuant to N . D .C.C. § 54-1 2-01 . It governs the actions of publ ic 
officia ls unti l such t ime as the question presented is decided by the cou rts.23 

19 N . D .A .G . 2005-L-02 . 
20 E.g. ,  Barkley v. City of Rome, 381 S .E .2d 34 (Ga. 1 989); State v. Brevard Cnty. , 539 
So.2d 461 (F la .  1 989) ;  Caddell v. Lexington Cnty. Sch. Dist. , 373 S . E.2d 598 (S.C.  1 988) .  
2 1  N .D.A.G .  2005-L-02 . (The Officia l  Statement for the bond offering informs bondholders 
that the bu i ld ing renta ls wh ich support debt service payments are payable on ly to the extent 
b ienn ia l  appropriations are made by the North Dakota Legislature . )  
2 2  N . D .A .G . 97-L-1 08 citing N .D.A.G .  97-L-96 . See a/so, Red River Human Svcs. Found. v. 
Dep 't of Human Svcs. , 477 N .W.2d 225 (N .D .  1 991  ) .  See a/so Haugland v. City of Bismarck, 
429 N .W.2d 449 (N .D .  1 988) . 
23 See State ex rel. Johnson v. Baker, 21  N .W.2d 355 (N .D .  1 946). 



2019-2021 Proposed Bonding 
Create Revolving Loan Funds 
Bi l l  SB 221 4  Executive Budget Recommendation SB 2275 Executive Budl!:et Recommendation 

Program Name !School Construction Assistance School Construction Assistance I nfrastructure Revolving Loan Infrastructure Revolving Loan 
Revolving Loan Fund Revolving Loan Fund Fund Fund 

�mount of Bonding $250,000,000 $250,000,000 $500,000,000 $500,000,000 

Biennial Debt Service Not Specified Not Specified $55,000,000 $55 ,000,000 Maximum 

�ppropriation from Foundation k;eneral Fund monies derived k:;eneral Fund monies derived General Fund monies derived Repayment Source lAid Stabi lization Fund from Legacy Fund Earnings from Legacy Fund Earnings from Legacy Fund Earnings 
(new source of repayment) 

Essential I nfrastructure Projects Essential I nfrastructure Projects 
Use of Proceeds School Construction Projects !School Construction Projects for Political Subdivisions and for Political Subdivisions and 

Institutes of Higher Education Institutes of Higher Education 

Existing Program NDCC 1 5 . 1 -36 -08 1 5 . 1 -36-08 6-09-49 6-09-49 

Determines Projects Department of Public I nstruction Department of Public I nstruction Bank of North Dakota Bank of North Dakota 

Administers the Fund Bank of North Dakota Bank of North Dakota Bank of North Dakota Bank of North Dakota 

1 2  
Issues the Bonds Public Finance Authority Public Finance Authority Public Finance Authority Public Finance Authority 



2019-2021 Proposed Bonding 
Bi l l  SB 2268 SB 2297 

Program Name :::orridors of Commerce North Dakota Building 
Authority 

Amount of Bonding $ 1 00,000,000 $ 1 5 1 ,700,000 

Biennial Debt Service $ 1 6 , 000,000 Not Specified ( legislative l imit 
Maximum of 1 0% of $ .0 1  sales tax) 

Repayment Source 
General Fund monies derived Lease Rental Payments from 
from Legacy Fund Earnings Funding Recipients 

Specific Projects listed : NDSU 

�tate Highway Projects that 
Dunbar Hall, VCSU 
Communications and Fine Arts 

Use of Proceeds improve freight transportation Bui lding, NDSU Agriculture 
Md facili tate commerce Products Development Center 

�nd DSU Pulver Hall 

Existing Program NDCC New 54- 1 7 .Z  

Determines Projects Department of Transportation Defined in  Bill 

Administers the Fund Department of Transportation ND Building Authority 

1 4  Issues the Bonds Public Finance Authority ND Building Authori ty • 
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Sixty-sixth 
Leg islative Assembly 
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Introduced by 

Senators Schaible , Rust 

Representative Owens 

FIRST ENGROSSMENT 

ENGROSSED SENATE BILL NO. 221 4 
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{ 

'1- 1z-11 
Mt -:II- )  

1 A BILL for an Act to create and enact section 6-09.4-29 of the North Dakota Century Code, 

2 relating to debt service payments; to amend and reenact sections 6-09.4-06, 6-09.4- 1 0 , and 

3 1 5. 1 -36-06 of the North Dakota Century Code, relating to borrowing and lending authority, 

4 reserve funds, and school construction loans; to authorize the use of funds; to provide a bond 

5 issuance limitation; and to provide an appropriation. 

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

7 SECTION 1 .  AMENDMENT. Section 6-09.4-06 of the North Dakota Century Code is 

8 amended and reenacted as follows: 

9 6-09.4-06. Lending and borrowing powers general ly. 

1 0  .L The public finance authority may lend money to political subdivisions or other 

1 1  

1 2  
1 3  
1 4  

1 5  
1 6  
1 7  
1 8  
1 9  
20 

21  
22  

23 

24 

contracting parties through the purchase or holding of municipal securities wh ich ,  in 

the opinion of the attorney general, are properly elig ible for purchase or holding by the 

public finance authority under th is chapter or chapter 40-57 and for purposes of the 

public finance authority's capital financing program the principal amount of any one 

issue does not exceed five hundred thousand dollars. However, the public finance 

authority may lend money to political subdivisions th rough the purchase of securities 

issued by the political subdivisions through the capital financing program without 

regard to the principal amount of the bonds issued, if the industrial commission 

approves a resolution that authorizes the public finance authority to purchase the 

securities. The capital financing program authorizing resolution must state that the 

industrial commission has determined that private bond markets will not be responsive 

to the needs of the issuing political subdivision concerning the securities or, if it 

appears that the securities can be sold through private bond markets without the 

involvement of the public finance authority, the authorizing resolution must state 

Page No. 1 1 9.0425.03000 
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reasons for the public finance authority's involvement in the bond issue. The public 

finance authority may hold such municipal securities for any length of time it finds to 

be necessary. The public finance authority, for the purposes authorized by th is chapter 

or chapter 40-57, may issue its bonds payable solely from the revenues available to 

the public finance authority wh ich are authorized or pledged for payment of public 

finance authority obligations, and to otherwise assist political subdivisions or other 

contracting parties as provided in th is chapter or chapter 40-57. 

8 2-.. The public finance authority may lend or transfer money to the Bank of North Dakota 

9 
1 0  
1 1  
1 2  
1 3  
1 4  
1 5  
1 6  
1 7  
1 8  
1 9  
20 
2 1  
22 

23 

24 
25 

26 
27 

28 

ttAElefas follows: 

g... Under terms and conditions requir ing the Bank to use the proceeds to make 

loans for agricultural improvements that qualify for assistance under the revolving 

loan fund program established eyunder chapter 6 1 -28.2: and 

� Under terms and conditions requir ing the Bank to use the proceeds to make 

loans for school construction projects that qualify for assistance under the school 

construction assistance revolving loan fund established under section 

1 5. 1 -36-08. Bonds issued for this purpose are payable in each biennium solely 

from amounts the legislative assembly may appropriate for debt service for any 

biennium or from a reserve fund established for the bonds. This section may not 

be construed to requi re the state to appropriate funds sufficient to make debt 

service payments with respect to the bonds or replenish a related reserve fund. 

The bonds are not a debt of the Bank of North Dakota or the state, and the full 

faith, credit, and taxing powers of the state are not pledged to the payment of the 

bonds. Upon the date appropriated funds and reserves are no longer sufficient to 

pay debt service on the bonds. the obligation of the public finance authority 

terminates and the bonds are no longer outstanding. In addition to providing 

funds for transfers to the department of transportation, the public finance 

authority may use the bond proceeds to pay the costs of issuance of the bonds 

and establish a reserve fund for the bonds. 
29 -3... Bonds of the public finance authority issued under this chapter or chapter 40-57 are 

30 
31  

not in any way a debt or liability of the state and do not constitute a loan of the credit of 

the state or create any debt or debts, liabi lity or liabi lities, on behalf of the state , or 

Page No. 2 1 9.0425.03000 
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constitute a pledge of the faith and credit of the state, but all such bonds are payable 

solely from revenues pledged or available for their payment as authorized in this 

chapter. Each bond must contain on its face a statement to the effect that the public 

finance authority is obligated to pay such principal or interest, and redemption 

premium, if any, and that neither the faith and credit nor the taxing power of the state 

is pledged to the payment of the principal of or the interest on such bonds. Specific 

funds pledged to fulfill the public finance authority's obligations are obligations of the 

public finance authority. 

9 4. All expenses incurred in carrying out the purposes of this chapter or chapter 40-57 are 

1 0  payable solely from revenues or funds provided or  to be provided under this chapter or 

1 1  chapter 40-57 and nothing in this chapter may be construed to authorize the public 

1 2  finance authority to incur any indebtedness or liability on behalf of or payable by the 

1 3  state. 

1 4  SECTION 2. AMENDMENT. Section 6-09.4- 1 0  of the North Dakota Century Code is 

1 5  amended and reenacted as follows: 

1 6  6-09.4-1 0.  Reserve fund. 

1 7  , 1 .  The public finance authority shall establish and maintain a reserve fund in which there 

1 8  
1 9  

20 

2 1  

22 

23 

24 

25 

26 

27 
28 

29 

30 

31 

must be deposited all moneys appropriated by the state for the purpose of the fund, all 

proceeds of bonds required to be deposited therein by terms of any contract between 

the public finance authority and its bondholders or any resolution of the public finance 

authority with respect to the proceeds of bonds, any other moneys or funds of the 

public finance authority which it determines to deposit therein, any contractual right to 

the receipt of moneys by the public finance authority for the purpose of the fund, 

including a letter of credit or similar instrument, and any other moneys made available 

to the public finance authority only for the purposes of the fund from any other source 

or sources. Moneys in the reserve fund must be held and applied solely to the 

payment of the interest on and the principal of bonds and sinking fund payments as 

the same become due and payable and for the retirement of bonds, including payment 

of any redemption premium required to be paid when any bonds are redeemed or 

retired prior to maturity. Moneys in the reserve fund may not be withdrawn therefrom if 

the withdrawal would reduce the amount in the reserve fund to an amount less than 

Page No. 3 1 9.0425.03000 
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the req u i red debt service reserve, except for payment of interest then due and payable 

on bonds and the principal of bonds then matur ing and payable and s inking fund 

payments and for the retirement of bonds in accordance with the terms of any contract 

between the publ ic finance authority and its bondholders and for the payments on 

account  of wh ich interest or princ ipa l  or sinking fund payments or  ret irement of bonds, 

other  moneys of the publ ic fi nance authority are not then avai lable i n  accordance with 

the terms of the contract .  The requ i red debt service reserve must be an aggregate 

amount equa l  to at least the largest amount of money requ i red by the terms of a l l  

contracts between the publ ic finance authority and i ts bondholders to be ra ised in  the 

then current or any succeed ing calendar year for the payment of i nterest on and 

m aturi ng  pr incipal of outstand ing bonds, and s ink ing fund payments requ i red by the 

terms of any contracts to s inking funds establ ished for the payment or redemption of 

the bonds.  

1 4  2 .  I f  the establ ishment of the reserve fund for an issue or  the maintenance o f  an existi ng 

1 5  
1 6  
1 7  
1 8  
1 9  
20 
2 1  

reserve fund at a requ i red level under th is sect ion wou ld necessitate the i nvestment of 

a l l  o r  any port ion of a new reserve fund or a l l  or any portion of an  exist ing reserve fund 

at a restricted yield , because to not restrict the yield may cause the bonds to be 

taxable under the I nternal Revenue Code, then at the d iscret ion of the publ ic fi nance 

a uthority no reserve fund need be establ ished prior  to the issuance of bonds or the 

reserve fund need not be funded to the levels requ i red by other subsections of this 

section  or  an exist ing reserve fund may be reduced . 

22 3 .  N o  bonds may be issued by the publ ic  fi nance authority un less there i s  i n  the reserve 

23 
24 
25 
26 
27 
28 
29 
30 
3 1  

fund t h e  requ i red debt service reserve for a l l  bonds then issued a n d  outstanding and 

the bonds to be issued . Noth i ng in  th is chapter prevents or  precludes the publ ic 

finance authority from satisfyi ng the forego ing requ i rement by depositing so much of 

the proceeds of the bonds to be issued , upon thei r issuance,  as is needed to ach ieve 

the requ i red debt service reserve. The publ ic finance authority may at any time issue 

its bonds or notes for the purpose of provid ing any amount necessary to i ncrease the 

amount i n  the reserve fund to the requ i red debt service reserve, or  to meet such 

h igher  o r  additional  reserve as may be fixed by the publ ic finance authority with 

respect to such fund . 
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1 4. In order to assure the maintenance of the required debt serv ice reserve, there shall be 

2 
3 
4 
5 
6 
7 

appropriated by the leg islative assembly and paid to the public finance authority for 

deposit in the reserve fund , such sum, if any, as shall be certified by the industrial 

commission as necessary to restore the reserve fund to an amount equal to the 

required debt service reserve. However, the commission may approve a resolution for 

the issuance of bonds, as provided by section 6-09.4-06, wh ich states in substance 

that th is subsection is not applicable to the required debt service reserve for bonds 

8 issued under that resolution. 

9 5 .  If the maturity of a series of bonds of the public finance authority i s  three years or less 

1 0  
1 1  

1 2  
1 3  

1 4  

1 5  
1 6  

from the date of issuance of the bonds,  the public finance authority may determine that 

no reserve fund need be established for that respective series of bonds. If such a 

determination is made, holders of that respective series of bonds may have no interest 

in or claim on existing reserve funds established for the security of the holders of 

previously issued public finance authority bonds, and may have no interest in or claim 

on reserve funds established for the holders of subsequent issues of bonds of the 

public finance authority. 

1 7  6. The industrial commission may determine tRat this section is inapplicable in whole or 

in part for bonds issued under sectionas follows: 

a. Under section 6-09.4-06; 

b .  Under section 6-09.4-24� or tffi6ef 

1 8  
1 9  
20 
2 1  c .  Under the public finance authority's state revolving fund program. 

22 SECTION 3. Section 6-09.4-29 of the North Dakota Century Code is created and enacted 

23 as follows: 

24 6-09.4-29. Debt service requirements - School construction assistance revolving loan 

25 fund - Foundation aid stabi l ization fund. 

26 Each biennium, the public finance authority shall request from the legislative assembly an 

27 appropriation from the foundation aid stabilization fund to meet the debt service requi rements 

28 for evidences of indebtedness issued by the authority to support the school construction 

29 assistance revolving loan fund . 
3 0 SECTION 4. AMENDMENT. Section 1 5 . 1 -36-06 of the North Dakota Century Code is 

31 amended and reenacted as follows: 
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1 1 5. 1 -36-06. School construction loans - Bank  of North Dakota. (Repealed effective 

2 Ju ly 1 , 2G232038) 

3 1 .  I n  add it ion to any construction loans made avai lable under section 1 5 . 1 -36-02 , the 

4 
5 
6 

Bank of North Dakota may provide up  to two hundred fifty m i l l ion dol lars to el igible 

school d istricts for school construction loans unti l June 30,  20 1 7 . After June 30, 20 1 7 , 

no  new loans may be provided under this section .  

7 2 .  To be  el ig ible for a loan under this section ,  the board o f  a school d istrict shal l :  

8 

9 

1 0  
1 1  
1 2  
1 3  

1 4  
1 5  

1 6  
1 7 

1 8  
1 9 
20 
2 1 
22 

23 

24 

25 

26 

27 

28 

29  

30 

31  

a .  Propose a new construct ion or  remodel ing project with a cost of at least 

one mi l l ion dol lars and an  expected uti l ization  of at least th irty years ; 

b .  Obta in the approval of  the  superintendent of  publ ic instruction for the project 

u nder section 1 5 . 1 -36-0 1 ; 

c .  ( 1 ) Request from the tax commissioner a statement of the estimated tax 

increase , in mi l ls and dol lars ,  which would be appl icable to a residential 

parcel of average true and fu l l  value with i n  the county in wh ich the school 

d istrict is headquartered , if a loan under this section and any associated 

school construction bond issue were to be authorized in accordance with 

chapter 2 1 -03 ;  

(2) Request from the tax commissioner a statement of the estimated tax 

i ncrease, in mi l ls and dol lars ,  which would be appl icable to an acre of 

cropland and to an acre of noncropland , of average true and fu l l  value with in  

the county in  which the school d istrict is headquartered , i f  a loan under this 

section and any associated school construction bond issue were to be 

authorized in  accordance with chapter 2 1 -03 ;  

(3) Publ ish i n  the official newspaper of the d istrict the information from the 

statements requ i red by this subd ivis ion with the notice of the election to 

authorize the school construct ion bond issuance in  accordance with section 

2 1 -03-1 2 ;  and 

(4) Post on the school d istrict's website the i nformation from the statements 

preced ing the date of the elect ion to authorize the school construction bond 

issuance in  accordance with chapter 2 1 -03;  

d .  Receive authorization for a bond issue i n  accordance with chapter 2 1 -03; and 
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e. Subm it a completed appl ication to the Bank of North Dakota . 

2 3 .  With the advice and consent o f  the superintendent o f  publ ic instruction , the Bank of 

3 

4 

5 

6 

7 

8 

9 

1 0  
1 1  

1 2  
1 3  
1 4  

North Dakota shal l  award the loans in  accordance with a prioritization system that is 

based on  a review of a l l  appl ications fi led during the twelve-month period preced ing 

Apri l  fi rst and g ives considerat ion to : 

a .  Student occupancy and academic needs in  the d istrict; 

b .  T h e  age of existing structures to b e  replaced or  remodeled ; 

c .  Bu i ld i ng design proposa ls that are based on safety and vulnerab i l ity 

assessments; 

d. Community support; 

e .  Cost; and 

f. Any other criteria establ ished in rule by the superintendent of publ ic instruction ,  

after consultation  with an  i nterim committee appointed by the legislative 

management. 

1 5  4 . The term of a loan under this sect ion is twenty years, un less a shorter term is 

1 6  requested by the board of a school d istrict i n  its appl ication .  

1 7  5 .  The  i nterest rate on a loan under this section may not exceed two percent, until July 1 ,  

1 8  

1 9  
20 

2025. Thereafter, the interest rate on the remainder of a loan under this section: 

a:- May not e><eeed the Bank of North Dakota's base rate; or 

&.- May be a fi><ed rate per year. 

2 1  6 .  If a school d istrict's unobl igated general  fund balance on the preced ing June thirtieth 

22 
23 
24 

exceeds the l im itat ion set forth u nder section 1 5 . 1 -27-35 .3 ,  the loan amount to wh ich 

that d istrict is entitled under th is sect ion may not exceed eighty percent of the project's 

cost. 

25 7 .  The maximum loan amount t o  which a school d istrict i s  entitled under this section is 

26 twenty m i l l ion dol lars. 

27 SECTION 5. SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USE 

28 OF FUNDS - BANK OF NORTH DAKOTA. Pursuant to the continu i ng appropriation authority 

29 u nder section  1 5 . 1 -36-08 ,  $5,000,000,  or so much of the sum as may be necessary, is avai lable 

30 from the school construction assistance revolving loan fund to the Bank of North Dakota to 
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1 provide interest rate buydowns associated with loans issued under section 1 5 . 1 -36-06, for the 

2 bienn i um beg i nn ing Ju ly 1 ,  20 1 9 , and ending June 30 ,  202 1 . 

3 SECTION 6. PUBLIC FINANCE AUTHORITY - BOND ISSUANCE LIMITATION -

4 FOUNDATION AID STABILIZATION FUND. Pursuant to the bonding authority under section 

5 6-09.4-06 ,  the publ ic finance authority may issue up to $250 , 000 ,000 of evidences of 

6 i ndebtedness for the purpose of supporting the school construction assistance revolving loan 

7 fund during  the bienn ium beg inn ing J u ly 1 ,  20 1 9 , and ending June 30,  202 1 . 

8 SECTION 7. APPROPRIATION - FOUNDATION AID STABILIZATION FUND. There is 

9 appropriated out of any moneys in the foundation aid stabi l ization fund in  the state treasury, not 

1 0  otherwise appropriated, the sum of $25 , 000 ,000,  or so much of the sum as may be necessary, 

1 1  to the pub l ic  finance authority for the purpose of debt service repayments associated with bonds 

1 2  issued to support the school construction assistance revolving loan fund, for the b iennium 

1 3 beg inn ing  Ju ly 1 ,  20 1 9 , and ending June 30,  202 1 . 
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School Construction Assistance Revolving Loan Fund (SCARLF) State School Construction Loan Program at Bank of North Dakota 
Status as of March 21, 2019 Status as of March 21, 2019 

School District Date Funded Final Payment Outstanding Balance Committed School District Date Funded Final Payment Outstanding Balance 
WILLISTON PUBLIC SCHOOL DIST#l 9/2S/201S 10/1/2034 $17,046,346.61 GRENORA PUBLIC SCHOOL DIST #99 12/2/2015 12/1/2035 $5,805,365.74 
M INOT PUBLIC SCHOOL DIST #1 11/13/2014 6/1/2034 $16,S18,142.62 ALEXANDER PUBLIC SCHL DIS NO 2 12/15/2015 12/1/2035 $7,509,051.12 
WAHPETON PUBLIC SCHOOL DIST#37 1/22/2014 6/1/2033 $15,356,718.24 BISMARCK PUBLIC SCHOOL DIST 6/29/2017 8/1/2036 $5,000,000.00 
BISMARCK PUBLIC SCHOOL DIST 6/30/2014 6/1/2034 $12,539,214.21 CARRINGTON PUBLIC SCHOOL DIST 11/15/2016 8/1/2036 $9,462,354.92 
GRAND FORKS PUB SCHOOL DIST #1 12/2/2013 6/1/2033 $11,772,885.84 DIVIDE COUNTY PUB SCHOOL DIST 2/1/2017 8/1/2036 $6,608,477.32 
GRAFTON PUBLIC SCHOOL DIST #3 4/1/2014 6/1/2033 $11,267,668.33 PARK RIVER ARE SCHOOL DIST #8 8/6/2015 8/1/2035 $7,121,011.36 
MANDAN PUBLIC SCHOOL DIST 8/1/2013 6/1/2033 $8,640,128.34 SOUTH HEART SCHOOL DIST 9 9/1/2016 8/1/2036 $6,932,157.93 
WEST FARGO PUB SCHOOL DIST #6 8/1/2013 6/1/2033 $6,94S,338.36 DICKINSON PUBLIC SCHOOL DIS #1 4/1/2016 4/1/2036 $9,273,628.76 
SOUTH PRAIR IE SCHOOL DIST. 70 11/14/2014 6/1/2034 $7,234,623.76 NEDROSE SCHOOL DISTRICT #4 10/27/2015 10/1/2035 $8,744,207.66 
STANLEY PUBLIC SCHOOL DIST #2 6/25/2015 12/1/2035 $7,010,509.03 CENTRAL CASS PUBLIC SCHOOL 6/30/2017 11/1/2037 $7,751,9S2.89 
MCKENZIE COUNTY SCHOOL DIST #1 1/28/2015 6/1/2034 $5,978,171.34 MOTT REGENT SCHOOL DIST #1 • 3/1/2017 8/1/2036 $5,253,260.12 ! 
TIOGA PUBLIC SCHOOL DIST #15 12/1/2014 6/1/2034 $5,695,559.S7 EDGELEY PUBLIC SCHOOL DIST #3 • 5/3/2017 8/1/2037 $2,361,417.56 ! 
FLASHER PUBLIC SCHOOL DIST #39 12/1/2016 8/1/2036 $4,762,461.53 •currently Constructing 
MAPLETON PUBLIC SCHOOL DIST 2/22/2017 8/1/2037 $4,838,790.35 
M INTO PUBLIC SCH DISTRICT #20 8/7/2015 8/1/2035 $4,570,748.02 Principal Outstanding 3/21/2019 $81,822,885.38 
KULM PUBLIC SCHOOL DISTRICT #7 9/15/2015 9/1/2035 $3,337,909.55 Committed as of 3/21/2019 $533,201.57 
RICHLAND PUBLIC SCHOOL DIS #44 8/1/2013 6/1/2033 $3,297,S42.46 Principal Payments Remaining 17-19 Biennium ($268,S34.24) 
STRASBURG PUBLIC SCHOOL DIST 10/12/2016 8/1/2036 $2,526,191.35 Loans Outstanding 6/30/2019 $82,087,552.71 
WESTHOPE PUB SCHOOL DIST #17 12/1/2014 6/1/2034 $2,569,688.30 
POWERS LAKE PUB SCHOOL DIST#27 7/1/2014 6/1/2034 $1,627,797.87 
TURTLE LAKE-MERCER D IST #72 11/1/2013 6/1/2033 $1,411,083.03 
NORTHERN CASS PUB SCHOOL #97 8/1/2013 6/1/2033 $1,366,717.72 School Construction Buydown by Biennium 
H I LLSBORO PUBLIC SCHOOL DIST#9 8/11/2016 2/1/2036 $964,753.26 19-21 Biennium 21-23 Biennium 23-25 Biennium 
NEW ENGLAND PUB SCHOOL DIS #9 8/15/2013 6/1/2032 $870,465.20 Mott Re2ent $316,082.57 $287,210.82 $256,872.68 
SURREY PUBLIC SCHOOL DIST #41 8/15/2013 6/1/2033 $719,014.92 Ed2elev $154,481.87 $142,169.75 $129,234.33 
WEST FARGO PUB SCHOOL DIST #6 4/1/2014 6/1/2033 $7,597,734.30 Park River $414,893.22 $378,264.59 $337,833.44 
NEW ROCKFORD SHEYENNE SCHOOL 2 6/30/2018 5/1/2038 $3,015,564.48 $239,435.52 Dickinson $540,291.89 $494,508.83 $443,972.89 
UN ITED PUBLIC SCHOOL DISTRICT • 6/30/2018 8/1/2037 $6,491,006.07 $3,505,373.96 Nedrose $510,190.68 $465,148.61 $41S,430.60 
E IGHT MILE PUBLIC SCHOOL DIST 6 • 6/1/2018 S/1/2038 $2,227,655.62 $6,722,344.38 Central Cass $459,086.38 $426,972.96 $391,567.90 
HATTON E IELSON DISTRICT 7 • 8/1/2018 S/1/2038 $2,684,811.28 $3,61S,188.72 Grenora $332,696.23 $301,655.49 $267,392.33 
CENTRAL CASS PUBLIC SCHOOL • 6/30/2018 11/1/2037 $8,901,S73.94 $S35,529.34 Alexander $427,884.31 $387,731.25 $343,409.79 
PARSHALL SCHOOL DISTRICT • 8/9/2018 8/1/2038 $0.00 $S,400,000.00 Carrington $543,505.01 $490,732.38 $435,288.10 
BISMARCK PUBLIC SCHOOL DIST • 9/19/2018 8/1/2038 SS,813,950.34 $4,186,049.66 Divide County $380,303.17 $343,343.93 $304,513.61 
•currently Constructing South Heart $421,427.82 $358,663.S7 $318,140.79 

Bismarck $450,696.89 $282,29S.14 $256,680.42 
Principal Outstanding 3/21/2019 $195,600,765.84 
Committed as of 3/21/2019 $24,203,921.58 Total Buy Down Required $ 4,951,540 $ 4,358,697 $ 3,900,337 
Still Available for 17-19 Biennium $6,045,000.00 Assuming No Loans Are Transferred to SCALF 
Principal Payments Remaining 17-19 Biennium ($8,514,983.59) 
Loans Outstanding 6/30/2019 $217,334,703.83 

Transfer Schedule Amount 
BISMARCK PUBLIC SCHOOL DIST $5 ODO ODO.OD 
DMDE COUN1Y PUB SCHOOL DIST $6 608 477.32 
SOUTH HEART SCHOOL DIST 9 $6 932, 157.93 
PARK RIVER AREA SCHOOL DIST #8 $7 121 0 1 1 .36 
CENTRAL CASS DISTRICT #17  $7 751,952 .89 
NEDROSE SCHOOL DISTRICT #4 $8 923 150. 1 1  
CARRINGTON PUBLIC SCHOOL DIST $9 462 354.92 
EDGELEY PUBLIC SCHOOL DIST #3 $2,361 417.56 
MOTT REGENT SCHOOL DIST # 1  $ 5  253 260.12 
ALEXANDER PUBLIC SCHL DIS NO 2 $7 509 051 .12 
DICKINSON PUBLIC SCHOOL DIS # 1 $9 450 189.56 
GRENORA PUBLIC SCHOOL DIST #99 $5,805,365.74 
Mott Regent and Edgeley are still m constructlOfl 
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School Construct ion Revolving Loan  Fund 

List of Loan Appl icati ons ( 2018-19) Loan Request Project Cost 
Bott i n e au  $8, 189, 700 $8, 189,700 
Dev i l s  La ke $6,850,000 $7,895, 688 
D i ck i n son  $10,000,000 $108, 600,000 
McKe nz i e Co $10,000,000 $35, 296, 341 
N e sson  $10,000,000 $13, 166, 231 
N ew Eng l a nd  $5, 600,000 $8,000,000 
N o rthe rn Cass  $9,000,000 $9,000,000 
N o rthwood $5,850,000 $5, 850,000 
West Fa rgo $10,000,000 $106,900,000 
Wi l l i ston $10,000,000 $81, 776,874 
Tota l  $85,489, 700 $384, 674,834 

* I n  Al p h a be t i c a l Ord e r  

* P roj e cts m a y  be  pe n d i ng vote r a pprova l 

* Seve ra l  ot h e r  p roj e ct a pp rova l s  t h a t  h a ve n ot re q ue s ted  l oa n  p rogra m a t  t h i s  t i m e  
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2214 

That the House recede from its amendments as printed on pages 1269 and 1270 of the Senate 
Journal and pages 14 72 and 14 73 of the House Journal and that Engrossed Senate Bill 
No. 22 1 4  be amended as follows: 

Page 1, li ne 1, after "A BILL" replace the remainder of the bill with "for an Act to provide for a 
transfer from the foundation aid stabilization fund to the school construction assistance 
revolving loan fund; and to provide a statement of legislative i ntent. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. TRANSFER - FOUNDATION AID STABILIZATION FUND TO 
SCHOOL CONSTRUCTION ASSISTANCE REVOLVING LOAN FUND - USES. The 
office of management and budget shall transfer the sum of $75,000,000 from the 
foundation aid stabilization fund to the school construction assistance revolving loan 
fund during the biennium beginning July 1, 2019, and ending June 30, 2021. Of the 
$75,000,000 transferred from the foundation aid stabilization fund, $35,000,000 is from 
funding available in the fund on June 30, 2019, and $40,000,000 is from earnings 
anticipated to be deposited into the fund during the bienn ium beginning July 1, 2019, 
and ending June 30, 2021. Pursuant to the continuing appropriation authority under 
section 15.1-36-08, $5,000,000, or so much of the sum as may be necessary, is 
available from the school construction assistance revolving loan fund to the Bank of 
North Dakota to provide interest rate buydowns associated with loans issued under 
section 15.1-36-06. In addition, provided sufficient  funding is available for loans to local 
school districts, the Bank of North Dakota may utilize funding from the school 
construction assistance revolving loan fund to repay a portion of the outstanding 
principal balance of loans issued under section 15.1-36-06 for the purpose of 
transferring a portion of the loans issued under that section from the Bank of North 
Dakota to the school construction assistance revolving loan fund. The remaining 
amount transferred to the school construction assistance revolvi ng loan fund is 
available for new school construction loans. 

SECTION 2. LEGISLATIVE INTENT - FOUNDATION AID STABILIZATION 
FUND. It is the intent of the sixty-sixth legislative assembly that, for the biennium 
beginn ing July 1, 2021, and ending June 30, 2023, the sixty-seventh legislative 
assembly transfer $75,000,000 from the foundation aid stabilization fund to the school 
construction assistance revolving loan fund." 

Renumber accordingly 
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