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Prepared for the Senate Appropriations Committee

Department 601 - Department of Commerce
Senate Bill No. 2018

Executive Budget Comparison to Prior Biennium Appropriations

FTE Positions General Fund Other Funds Total
2021-23 Executive Budget 58.80 $33,398,770 $62,565,608 $95,964,378
2019-21 Legislative Appropriations? 61.80 40,191,721 58,423,293 98,615,014
Increase (Decrease) (3.00) ($6,792,951) $4,142,315 ($2,650,636)

1The 2019-21 biennium agency appropriation amounts have not been adjusted for the following:

e Additional special funds authority of $1 million resulting from Emergency Commission action during the 2019-21
biennium.

e Additional federal funds authority of $129,680,028, of which $121,985,711 is related to Coronavirus (COVID-19) costs,
resulting from Emergency Commission action during the 2019-21 biennium.

Ongoing and One-Time General Fund Appropriations

Ongoing General Fund One-Time General Total General Fund
Appropriation Fund Appropriation Appropriation
2021-23 Executive Budget $30,198,770 $3,200,000 $33,398,770
2019-21 Legislative Appropriations 32,866,721 7,325,000 40,191,721
Increase (Decrease) ($2,667,951) ($4,125,000) ($6,792,951)
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Executive Budget Comparison to Base Level
General Fund Other Funds Total
2021-23 Executive Budget $33,398,770 $62,565,608 $95,964,378
2021-23 Base Level 32,866,721 54,123,293 86,990,014
Increase (Decrease) $532,049 $8,442,315 $8,974,364

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

Executive Budget Highlights

General Fund Other Funds Total
1. Provides funding for state employee salary and benefit increases, $328,634 $74,584 $403,218
of which $333,787 is for salary increases, $2,872 is for health
insurance increases, and $66,559 is for retirement increases
2. Underfunds salaries ($140,000) $0 ($140,000)
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. Transfers 1 FTE information technology (IT) position to the

Information Technology Department for an IT unification initiative,
which includes a decrease of $149,792 for salaries and wages
and an increase of $149,792 for operating expenses

. Transfers 2 FTE positions and related funding for the HOME

program, of which $356,421 is for salaries and wages, $286,950
is for operating expenses, and $7,700,000 is for grants, to the
Housing Finance Agency. Of the total, $7,643,371 is from federal
funds and $700,000 is from the intergovernmental assistance fund

5. Adds funding for Microsoft Office 365 license expenses

6. Reduces funding for the marketing division, primarily related to

10.

11.

12.

13.

14.

15.

16.
17.

18.

19.

20.

operating fees and services

. Reduces funding for the tourism division, primarily related to

operating fees and services

. Adjusts funding for the Community Services Division, primarily

related to operating fees and services. Of the $329,488 increase
in other funds, $291,576 is from federal funds and $37,912 is from
the intergovernmental assistance fund.

. Reduces funding for the Workforce Development Division,

primarily related to operating fees and services and grants to the
North Dakota State Commission on National and Community
Service for AmeriCorps

Reduces funding for the Economic Development and Finance
Division, primarily related to travel, rent, professional
development, and operating fees and services

Reduces funding for the administration division, primarily related
to rent, IT data processing, IT software supplies, postage, and
travel, of which $3,283 is from the economic development fund

Reduces funding for the Operation Intern program to provide a
total of $755,000 from the general fund

Adds funding for the unmanned aircraft system (UAS) program, of
which $2,000,000 is from the general fund, $7,000,000 is from
federal funds, and $20,150 is from the UAS fund. Of the total,
$2,000,000 is for operating expenses of the Northern Plains
UAS Test Site and $7,020,150 is for grants.

Transfers $505,000 from the intergovernmental assistance fund
from the grants line item to the operating expenses line item

Transfers $151,284 from the general fund for the early childhood
education program from the operating expenses line item to the
grants line item to provide a total of $1.5 million from the general
fund

Removes funding for the biotechnology grant program

Reduces funding for homeless shelter grants to provide a total of
$1,330,212 from the general fund

Adds federal funding for a state apprenticeship expansion
program. The funding will be transferred to the North Dakota State
College of Science for the administration of the program. In
August 2020, the Emergency Commission and Budget Section
approved a request to accept and spend $694,317 of federal
funds for this program for the remainder of the 2019-21 biennium.

Adds funding to continue federal COVID-19 relief funds received
during the 2019-21 biennium for Community Services Division-
related programs into the 2021-23 biennium, including $3 million
for the community development block grant program, $4 million
for the community services block grant program, and $1 million for
the emergency solutions grant program

Reduces funding for discretionary funds to provide a total of
$1.55 million from the general fund
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21. Transfers funding to the Agriculture Commissioner for the North ($850,000) $0 ($850,000)
Dakota Trade Office, resulting in $750,000 for the program in the
Department of Commerce budget and $850,000 for the program
in the Agriculture Commissioner budget

22. Adds one-time funding for tourism marketing operating $2,000,000 $0 $2,000,000
expenses

23. Adds one-time funding for tourism branding operating expenses $200,000 $0 $200,000

24. Adds one-time funding for UAS grants from the UAS fund $0 $1,000,000 $1,000,000

25. Adds one-time funding for a technical skills training grant $1,000,000 $0 $1,000,000

program to support skills-based and hands-on workforce training
programs for displaced workers

Other Sections Recommended to be Added in the Executive Budget

(As Detailed in the Attached Appendix)
Discretionary funds exemption - Section 3 would provide an exemption for discretionary funds to continue any unexpended
2019-21 biennium funds in the discretionary funds line item into the 2021-23 biennium. A total of $2.15 million was appropriated
from the general fund to the department for this purpose for the 2019-21 biennium.

Beyond visual line of sight UAS program exemption - Section 4 would provide an exemption for unexpended 2017-19
biennium funds continued into the 2019-21 biennium for the beyond visual line of sight UAS program to continue into the 2021-23
biennium. The 2019 Legislative Assembly provided a $28 million supplemental appropriation from the general fund for this
purpose for the 2017-19 biennium.

Early childhood education grant program exemption - Section 5 would provide an exemption to continue unexpended
2019-21 biennium funds for the early childhood education program into the 2021-23 biennium. A total of $1.5 million was
appropriated from the general fund to the department for this purpose for the 2019-21 biennium.

Nonresident nurse employment recruitment program exemption - Section 6 would provide an exemption to continue
unexpended 2019-21 biennium funds for the nonresident nurse employment recruitment program into the 2021-23 biennium. A
total of $500,000 was appropriated from the general fund to the department for this purpose for the 2019-21 biennium.

Unmanned aircraft systems program exemption - Section 7 would provide an exemption for the UAS program to continue
any unexpended 2019-21 biennium funds for the operating expenses of this program into the 2021-23 biennium. A total of
$2.25 million was appropriated from the general fund to the department for this purpose for the 2019-21 biennium.

Enhanced use lease grant program exemption - Section 8 would provide an exemption for the enhanced use lease grant
program to continue any unexpended 2019-21 biennium funds for the program into the 2021-23 biennium. A total of $3 million
was appropriated from the general fund to the department for this purpose for the 2019-21 biennium.

Internship fund transfer - Section 9 would transfer $755,000 from the general fund to the internship fund in the operating
expenses line item for the Operation Intern program.

Operation Intern program exemption - Section 10 would provide an exemption for the Operation Intern program to continue
any unexpended 2019-21 biennium funds for the program into the 2021-23 biennium. A total of $855,000 was appropriated from
the general fund and transferred to the internship fund for this purpose for the 2019-21 biennium.

Intermodal container transportation shipping fees exemption - Section 11 would provide an exemption to continue any
unexpended 2019-21 biennium funds for intermodal container transportation shipping fees into the 2021-23 biennium. A total of
$1.3 million was appropriated from the beginning farmer revolving loan fund for this purpose for the 2019-21 biennium.

Other funds appropriation - Section 12 would appropriate all federal and special funds received by the Department of
Commerce in excess of those funds appropriated in Section 1.

North Dakota Trade Office - Matching fund requirement - Section 13 would identify $750,000 from the general fund for the
North Dakota Trade Office and would allow the Department of Commerce to spend 60 percent of the North Dakota Trade Office
line item listed in Section 1 without requiring any matching funds from the North Dakota Trade Office. Any additional amounts
may be spent only to the extent the North Dakota Trade Office provides $1 of matching funds from private or other public sources
for each $1 provided by the Department of Commerce during the 2021-23 biennium.

Entrepreneurship grants and vouchers program - Section 14 would identify $948,467 included in Section 1, of which
$740,956 is from the general fund and $207,511 is from the economic development fund for the entrepreneurship grants and
vouchers program, also known as Innovate ND, for the 2021-23 biennium. Any unexpended funds for the program would be
made available to the department during the 2023-25 biennium.

North Dakota Trade Office - Statutory changes - Section 15 would amend North Dakota Century Code Section 54-60-16 to
restrict the North Dakota Trade Office, also known as the International Business and Trade Office, from assisting businesses
with investment opportunities in farming, forestry, ranching, food quality, and nutrition. The section would also be amended to
provide the Commissioner of Commerce, or the commissioner's designee, must serve as the chairman of the International
Business and Trade Office Advisory Board.



UAS-related programs continuing appropriation - Section 16 would amend Section 54-60-29 to expand the continuing
appropriation provided to the Department of Commerce from the UAS fund for expenses of the UAS program to also include
expenses of the beyond visual line of sight UAS program and the enhanced use lease grant program.

Continuing Appropriations
Innovation loan fund to support technology advancement - Section 6-09.18-05 - Provided for the purpose of providing
innovation technology loans and for administrative expenses. The Department of Commerce is required to deposit to the fund
all principal and interest paid on loans made from the fund. Loan recipients may only use funding to conduct applied research,
experimentation, or operational testing within the state.

Ethanol production incentive fund - Section 17-02-05 - Allows for payments of ethanol production incentives to North Dakota
ethanol plants.

Workforce enhancement fund - Section 54-60-23 - All funds in the workforce enhancement fund are appropriated to the
Department of Commerce on a continuing basis for implementing and administering the Workforce Enhancement Council and
workforce enhancement grants to higher education institutions assigned primary responsibility for workforce training.

Community development loan fund - Section 54-44.5-05 - Allows for the expenditures of community development block grant
revolving loan funds.

Research North Dakota - Section 54-65-08 - This continuing appropriation allows for implementing and administering the
Research North Dakota program.

Internship fund - Section 54-60-17.1 - This continuing appropriation allows for the expansion of the number of new internships,
work experience, and apprenticeship opportunities with North Dakota employers.

UAS program fund - Section 54-60-29 - This continuing appropriation allows the UAS test site to collect fees and use the
collected fees for expenses relating to the administration of the test site.

Energy conservation grant fund - Section 54-44.5-05.1 - This continuing appropriation allows for the agency to provide grants
to political subdivisions for energy conservation projects in nonfederal public buildings.

Significant Audit Findings
The operational audit for the Department of Commerce conducted by the State Auditor's office for the period ending June 30,
2019, identified the following significant audit findings:

e Circumventing procurement guidelines - The Department of Commerce circumvented procurement requirements
related to the "Be Legendary" logo. In July 2018, the department entered a contract with a Minnesota-based business for
$9,500 to update the official North Dakota logo and develop digital and other mediums, including a new nd.gov website.
The department later entered two temporary employment contracts to allow the work from the original contract to continue
to avoid certain procurement requirements. The total of these contracts was $87,163.

e Violation of appropriation law - The Department of Commerce improperly charged $853,908 related to the enhanced
use lease grant program for the 2017-19 biennium in the 2019-21 biennium. The 2017 Legislative Assembly provided a
one-time appropriation of $3 million to the department for the enhanced use lease grant program, of which $1 million was
from the general fund and $2 million was from the strategic investment and improvements fund. In December 2017, the
department entered a grant agreement with Grand Forks County.

Grand Forks County submitted reimbursement requests for the work completed but the final payment to the county
exceeded the reimbursement request by $458,801, resulting in an advance payment prohibited by the grant agreement.

An additional $395,107 for the program related to July 2019 expenditures was improperly charged to appropriations for
the 2017-19 biennium.

The department did not request an exemption from the 2019 Legislative Assembly to continue funding for the program
from the 2017-19 biennium to the 2019-21 biennium. Therefore, the total of $853,908 should have been canceled at the
end of the 2017-19 biennium and retained in the originating funding sources--the general fund and the strategic
investment and improvements fund.

¢ Noncompliance with contract requirements - The Department of Commerce did not monitor contract deliverables of
an entrepreneurial contract, resulting in $123,750 being paid to unapproved subcontractors. An additional $23,448 was
not supported by progress reports.

e Lack of internal control surrounding appropriations - The Department of Commerce's internal control procedures
are not effective to ensure expenditures are charged to the proper biennial appropriations authorized by the Legislative
Assembly, as seen in the violation of appropriation law audit finding.

Major Related Legislation
Senate Bill No. 2169 - Requires the Department of Commerce to establish a COVID-19 essential worker relief grant program
to provide financial assistance to essential workers. Each eligible worker is eligible for an award of $1,000. An appropriation of
$200 million is provided from federal fiscal stimulus funds for the program. If federal fiscal stimulus funds do not become available
for this program, a contingent appropriation of $200 million from the general fund is provided for the program.



Senate Bill No. 2198 - Appropriates $400,000 from the general fund to the Department of Commerce for the purpose of
administering a nursing workforce recruitment and retention grant program. The department is required to provide grants to an
organization dedicated to empowering, encouraging, and equipping North Dakota's nursing profession. Grant funds may be
used for operating costs of the organization, including to establish a recruitment and retention program for traveling nurses to
assist the state's nursing workforce.

Senate Bill No. 2219 - Appropriates $200,000 from the general fund to the Department of Commerce for the purpose of providing
matching funds to an organization providing research-based literacy intervention services to students below grade four who
score below proficient in reading.

Senate Bill No. 2245 - Appropriates $15 million from the general fund to the Department of Commerce for the purpose of
developing an intermodal transportation assistance program, of which $10 million is for providing grants to an organization
dedicated to the development of an intermodal transportation facility and expansion of intermodal infrastructure in the state and
$5 million must be made available to the Bank of North Dakota for loan guarantees related to the development of an intermodal
transportation facility and expansion of intermodal infrastructure in the state. Grant funds awarded must be used for the purchase
of infrastructure assets, real property, and equipment necessary for successful intermodal rail service in the state.

House Bill No. 1141 - Appropriates $25 million from the general fund, derived from legacy fund earnings, to the innovation loan
fund to support technology advancement for the purpose of providing innovation technology loans during the 2021-23 biennium.

House Bill No. 1142 - Appropriates $400,000 from the general fund to the Department of Commerce for the purpose of providing
matching funds to an organization assisting in the recruitment, distribution, and supply, and enhancing the quality and efficiency
of personnel providing health services in rural areas of the state. The department may spend the appropriated funds only to the
extent the organization has secured matching funds from nonstate sources on a $1-for-$1 basis.

House Bill No. 1494 - Appropriates $250,000 from the general fund to the Department of Commerce for the purpose of
implementing a law enforcement retention program for the retention of law enforcement officers through grants to employers.
The program allows the department to provide $1 of matching funds for every $2 dedicated by an employer for the retention of
law enforcement officers.

Senate Concurrent Resolution No. 4001 - Authorizes the Budget Section to hold the required legislative hearings on state
plans for the receipt and expenditures of new or revised block grants passed by Congress. The Department of Commerce
appropriation bill contains directions regarding the use of community services block grant program money for the period ending
September 30, 2023.



Department of Commerce - Budget No. 601
Senate Bill No. 2018

Base Level Funding Changes

2021-23 Biennium Base Level

2021-23 Ongoing Funding Changes
Base payroll changes
Salary increase
Health insurance increase
Retirement contribution increase
Underfunds salaries
Transfers 1 FTE IT position to ITD for IT unification
Transfers the HOME program to the Housing Finance Agency
Adds funding for Microsoft Office 365 license expenses
Reduces funding for the marketing division
Reduces funding for the tourism division
Adjusts funding for the Community Services Division
Reduces funding for the Workforce Development Division
Reduces funding for the Economic Development and Finance Division
Reduces funding for the administration division
Reduces funding for the Operation Intern program
Adds funding for the UAS program
Transfers funding for contractual fees from grants to operating expenses
Transfers funding for the early childhood education program from operating to grants
Removes funding for the biotechnology grant program
Reduces funding for homeless shelter grants
Adds funding for a state apprenticeship expansion program
Adds funding to continue community services federal COVID-19 programs
Reduces funding for discretionary funds
Transfers funding for the North Dakota Trade Office to the Agriculture Commissioner
Total ongoing funding changes

One-time funding items
Adds funding for tourism marketing
Adds funding for tourism branding
Adds funding for UAS program grants
Adds funding for technical skills training grants
Total one-time funding changes

Total Changes to Base Level Funding
2021-23 Total Funding

Total ongoing changes as a percentage of base level
Total changes as a percentage of base level

Other Sections in Department of Commerce - Budget No. 601

Exemption - Discretionary funds

Exemption - Beyond visual line of sight UAS program

Exemption - Early childhood education grant program

Executive Budget Recommendation

FTE General Other
Positions Fund Funds Total
61.80 $32,866,721 $54,123,293 $86,990,014
($49,007) $16,577 ($32,430)
272,046 61,741 333,787
2,341 531 2,872
54,247 12,312 66,559
(140,000) (140,000)
(1.00) 0
00) (8,343,371) (8,343,371)
5,486 1,013 6,499
(630,000) (630,000)
(955,046) (955,046)
(216,576) 329,488 112,912
(399,664) (399,664)
(195,000) (195,000)
(396,990) (3,283) (400,273)
(100,000) (100,000)
2,000,000 7,020,150 9,020,150
0
0
(300,000) (300,000)
(169,788) (169,788)
347,157 347,157
8,000,000 8,000,000
(600,000) (600,000)
(850,000) (850,000)
(3.00) ($2,667,951) $7,442,315 $4,774,364
$2,000,000 $0 $2,000,000
200,000 0 200,000
1,000,000 1,000,000
1,000,000 0 1,000,000
0.00 $3,200,000 $1,000,000 $4,200,000
(3.00) $532,049 $8,442,315 $8,974,364
58.80 $33,398,770 $62,565,608 $95,964,378
(4.9%) (8.1%) 13.8% 5.5%
(4.9%) 1.6% 15.6% 10.3%

Executive Budget Recommendation

Section 3 would provide an exemption for discretionary funds
to continue any unexpended 2019-21 biennium funds in the
discretionary funds line item into the 2021-23 biennium. A
total of $2.15 million was appropriated from the general fund
to the department for this purpose for the 2019-21 biennium.

Section 4 would provide an exemption for unexpended
2017-19 biennium funds continued into the 2019-21 biennium
for the beyond visual line of sight UAS program to continue
into the 2021-23 biennium. The 2019 Legislative Assembly
provided a $28 million supplemental appropriation from the
general fund for this purpose for the 2017-19 biennium.

Section 5 would provide an exemption to continue
unexpended 2019-21 biennium funds for the early childhood
education program into the 2021-23 biennium. A total of
$1.5 million was appropriated from the general fund to the
department for this purpose for the 2019-21 biennium.



Other Sections in Department of Commerce - Budget No. 601

Exemption - Nonresident nurse employment recruitment program

Exemption - UAS program

Exemption - Enhanced use lease grant program

Internship fund transfer

Exemption - Operation Intern program

Exemption - Intermodal container transportation shipping fees

Other funds appropriation

North Dakota Trade Office - Matching fund requirement

Entrepreneurship grants and vouchers program

North Dakota Trade Office - Statutory changes

Executive Budget Recommendation

Section 6 would provide an exemption to continue
unexpended 2019-21 biennium funds for the nonresident
nurse employment recruitment program into the 2021-23
biennium. A total of $500,000 was appropriated from the
general fund to the department for this purpose for the
2019-21 biennium.

Section 7 would provide an exemption for the UAS program to
continue any unexpended 2019-21 biennium funds for the
operating expenses of this program into the 2021-23
biennium. A total of $2.25 million was appropriated from the
general fund to the department for this purpose for the
2019-21 biennium.

Section 8 would provide an exemption for the enhanced use
lease grant program to continue any unexpended 2019-21
biennium funds for the program into the 2021-23 biennium. A
total of $3 million was appropriated from the general fund to
the department for this purpose for the 2019-21 biennium.

Section 9 would transfer $755,000 from the general fund to
the internship fund in the operating expenses line item for the
Operation Intern program.

Section 10 would provide an exemption for the Operation
Intern program to continue any unexpended 2019-21
biennium funds for the program into the 2021-23 biennium. A
total of $855,000 was appropriated from the general fund and
transferred to the internship fund for this purpose for the
2019-21 biennium.

Section 11 would provide an exemption to continue any
unexpended 2019-21 biennium funds for intermodal container
transportation shipping fees into the 2021-23 biennium. A
total of $1.3 million was appropriated from the beginning
farmer revolving loan fund for this purpose for the 2019-21

biennium.
Section 12 would appropriate all federal and special funds

received by the Department of Commerce in excess of those
funds appropriated in Section 1.

Section 13 would identify $750,000 from the general fund for
the North Dakota Trade Office and would allow the
Department of Commerce to spend 60 percent of the North
Dakota Trade Office line item listed in Section 1 without
requiring any matching funds from the North Dakota Trade
Office. Any additional amounts may be spent only to the
extent the North Dakota Trade Office provides $1 of matching
funds from private or other public sources for each $1
provided by the Department of Commerce during the 2021-23
biennium.

Section 14 would identify $948,467 included in Section 1, of
which $740,956 is from the general fund and $207,511 is from
the economic development fund for the entrepreneurship
grants and vouchers program, also known as Innovate ND,
for the 2021-23 biennium. Any unexpended funds for the
program would be made available to the department during
the 2023-25 biennium.

Section 15 would amend North Dakota Century Code Section
54-60-16 to restrict the North Dakota Trade Office, also
known as the International Business and Trade Office, from
assisting businesses with investment opportunities in farming,
forestry, ranching, food quality, and nutrition. The section
would also be amended to provide the Commissioner of
Commerce, or the commissioner's designee, must serve as
the chairman of the International Business and Trade Office
Advisory Board.



Other Sections in Department of Commerce - Budget No. 601

UAS-related programs continuing appropriation

Executive Budget Recommendation

Section 16 would amend Section 54-60-29 to expand the
continuing appropriation provided to the Department of
Commerce from the UAS fund for expenses of the UAS
program to also include expenses of the beyond visual line of
sight UAS program and the enhanced use lease grant
program.



Department 601 - Department of Commerce

Historical Appropriations Information

Prepared by the Legislative Council staff

Ongoing General Fund Appropriations Since 2013-15

Ongoing General Fund Appropriations (in Millions)

FTE Positions
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Budget Executive
Budget
Ongoing General Fund Appropriations
2021-23
Executive
2013-15 2015-17 2017-19 2019-21 Budget
Ongoing general fund appropriations $42,157,060 | $33,859,099 | $30,342,680 $32,866,721 $30,198,770
Increase (decrease) from previous biennium N/A | ($8,297,961) | ($3,516,419) $2,524,041 ($2,667,951)
Percentage increase (decrease) from N/A (19.7%) (10.4%) 8.3% (8.1%)
previous biennium
Cumulative percentage increase (decrease) N/A (19.7%) (28.0%) (22.0%) (28.4%)
from 2013-15 biennium

Major Increases (Decreases) in Ongoing General Fund Appropriations

2015-17 Biennium

1.

2.
3.

4.

Removed grants authorized in the 2013-15 biennium, including homeless shelter grants ($2 million),
child care facility grants ($2.6 million), tribal college grants ($5 million), and rural health service
grants ($400,000)

Added funding for partner programs to provide total funding of $2.2 million

Added funding from the general fund to provide matching funds to an organization assisting in the
recruitment, distribution, supply, quality, and efficiency of personnel providing health services in rural
areas of the state. The funding required a dollar-for-dollar match from nonstate sources.

Added funding from the general fund to provide early childhood education grants

2017-19 Biennium

1.

0o N o O A~ W

Removed 3 FTE positions and related funding of $479,078, of which $274,522 is from the general
fund and $204,556 is from other funds

. Adjusted funding for operating expenses, primarily related to professional services, postage, office

supplies, and equipment

. Reduced funding for the Operation Intern program to provide total funding of $950,000

. Reduced funding for prekindergarten community grants to provide total funding of $1.5 million

. Reduced funding for the North Dakota Trade Office to provide total funding of $2 million

. Reduced funding for partner programs to provide total funding of $1,939,845

. Added funding for homeless shelter grants

. Adjusted funding for entrepreneurship grants and vouchers to provide total funding of $1.95 million,

of which $600,000 is from the general fund, $1.2 million is from the Research North Dakota fund,
and $150,000 is from the economic development fund

($10,000,000)

$251,786
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$906,000
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($1,438,838)
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2019-21 Biennium

1.

o U1 A W N

Removed 3 FTE positions and related funding of $521,836, of which $130,845 is from the general
fund

. Adjusted funding for the department's reorganization

. Added funding for homeless shelter grants to provide a total of $1.5 million from the general fund

. Added funding for biotechnology grants

. Adjusted funding for discretionary funds from the Research North Dakota fund to the general fund

. Added funding for the tourism division to provide total funding of $8,801,678 for operating expenses,

of which $8,259,678 is from the general fund and $542,000 is from the Department of Tourism fund

. Added funding for matching funds to an organization providing research-based literacy intervention

services to students below grade four who score below proficient in reading

2021-23 Biennium (Executive Budget Recommendation)

1.
2.

o N o 0o b

Underfunds salaries

Reduces funding for operating expenses, primarily related to operating fees and services, travel,
rent, professional development, IT data processing, IT software supplies, and postage

. Reduces funding for the Operation Intern program to provide a total of $755,000 from the general

fund

. Adds funding for the UAS program for operating expenses of the Northern Plains UAS Test Site

. Removes funding for the biotechnology grant program

. Reduces funding for homeless shelter grants to provide a total of $1,330,212 from the general fund
. Reduces funding for discretionary funds to provide a total of $1,550,000 from the general fund

. Transfers funding to the Agriculture Commissioner for the North Dakota Trade Office, resulting in

$750,000 for the program in the Department of Commerce budget and $850,000 for the program in
the Agriculture Commissioner budget

($130,845)

($1,549,149)
$1,200,000
$300,000
$950,000
$1,000,000

$200,000

($140,000)
($2,793,276)

($100,000)

$2,000,000
($300,000)
($169,788)
($600,000)
($850,000)



GOVERNOR'S RECOMMENDATION FOR THE

DEPARTMENT OF COMMERCE AS SUBMITTED BY

THE OFFICE OF MANAGEMENT AND BUDGET

SECTION 1. APPROPRIATION. The funds provided in this section, or so much of the funds as may
be necessary, are appropriated out of any moneys in the general fund in the state treasury, not otherwise
appropriated, and from special funds derived from federal funds and other income, to the department of
commerce for the purpose of defraying the expenses of the department of commerce, for the biennium

beginning July 1, 2021, and ending June 30, 2023 as follows:

Base Level
Salaries and Wages $13,217,286
Operating Expenses 14,873,203

Grants 52,638,527

Discretionary Funds 2,150,000
North Dakota Trade Office 1,600,000
Partner Programs 1,562,531
Entrepreneurship Grants and Vouchers 948,467

CARES Act Funding 0

Total All Funds $86,990,014
Less Estimated Income 54,123,292
Total General Fund $32,866,722
Full-Time Equivalent Positions 61.80

Adjustments or
Enhancements
$ (275,425)
2,055,986
643,803
(600,000)
(850,000)
0
0
8,000,000
$8,974,364
8,442 316

$ 532,048
(3.00)

Appropriation
$12,941,861
16,929,189
53,282,330
1,550,000
750,000
1,562,531
948,467
8,000,000
$95,964,378
62,565,608

$33,398,770
58.80

SECTION 2. ONE-TIME FUNDING — EFFECT ON BASE BUDGET — REPORT TO SIXTY-EIGHTH
LEGISLATIVE ASSEMBLY. The following amounts reflect the one-time funding items approved by the
sixty- sixth legislative assembly for the 2019-21 biennium and the 2021-23 one-time funding items included

in the appropriation in section 1 of this Act:

One-Time Funding Description

Unmanned Aircraft System

Enhanced Use Lease Grant

Workforce Grant to Tribally Controlled Community
Census 2020

Workforce Safety Grant

Entrepreneurship Grants and Vouchers

Sculpture Maintenance Grants

Nonresident Nurse Employment Recruitment
Intermodal Container Transportation Shipping Fees
Job Development and Economic Growth Grant
Unmanned Aircraft System — Test Site

Tourism — Destination Marketing

Tourism — Brand Extension

Technical Skills Training Grant

Total All Funds

Total Special Funds

Total General Fund

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

2019-21

$ 2,225,000
3,000,000
500,000
1,000,000
1,000,000
2,000,000
75,000
500,000
1,300,000
25,000

0

0

0

0
$11,625,000
4,300,000

$ 7,325,000

2021-23
$

OO O OO0 O0OO0oOOoOOo

1,000,000
2,000,000
200,000
1,000,000
$4,200,000
1,000,000
$3,200,000



The 2021-23 biennium one-time funding amounts are not a part of the entity's base budget for the 2023-25
biennium. The department of commerce shall report to the appropriations committees of the sixty-seventh
legislative assembly on the use of this one-time funding for the biennium beginning July 1, 2021 and ending
June 30, 2023.

SECTION 3. EXEMPTION. The amount appropriated for the discretionary funds line item in
section 1 of chapter 18 of the 2019 Session Laws is not subject to section 54-44.1-11 and any unexpended
funds from this line item are available during the biennium beginning July 1, 2021 and ending June 30,
2023.

SECTION 4. EXEMPTION. The amount appropriated for the beyond visual line of sight unmanned
aircraft systems program in section 12 of chapter 18 of the 2019 Session Laws is not subject to section
54-44.1-11 and any unexpended funds from this line item are available during the biennium beginning July
1, 2021 and ending June 30, 2023.

SECTION 5. EXEMPTION. The amount of $1,500,000 appropriated from the general fund for the
early childhood education grant program in section 1 of chapter 18 of the 2019 Session Laws is not subject
to section 54-44.1-11 and any unexpended funds from this program are available for the program during the
biennium beginning July 1, 2021 and ending June 30, 2023.

SECTION 6. EXEMPTION. The amount of $500,000 appropriated from the general fund for the
nonresident nurse employment recruitment program in section 1 of chapter 18 of the 2019 Session Laws is
not subject to section 54-44.1-11 and any unexpended funds from this line item are available during the
biennium beginning July 1, 2021 and ending June 30, 2023.

SECTION 7. EXEMPTION. The amount of $2,225,000 appropriated from the general fund for the
unmanned aircraft systems operating expense in section 1 of chapter 18 of the 2019 Session Laws is not
subject to section 54-44.1-11 and any unexpended funds from this program are available for the program
during the biennium beginning July 1, 2021 and ending June 30, 2023.

SECTION 8. EXEMPTION. The amount of $3,000,000 appropriated from the general fund for the
enhanced use lease grants in section 1 of chapter 18 of the 2019 Session Laws is not subject to section
54-44.1-11 and any unexpended funds from this program are available for the program during the biennium
beginning July 1, 2021 and ending June 30, 2023.

SECTION 9. TRANSFER - INTERNSHIP FUND. The office of management and budget shall
transfer $755,000 of the amount appropriated in the operating expenses line item in section 1 of this Act to
the internship fund for the purpose of administering the operation intern program, for the biennium
beginning July 1, 2021 and ending June 30, 2023.

SECTION 10. EXEMPTION. The amount of $855,000 appropriated from the general fund in the
operating expenses line item for the operation intern program in section 1 of chapter 18 of the 2019 Session
Laws and transferred to the internship fund in section 7 of chapter 18 of the 2019 Session Laws is not
subject to section 54-44.1-11 and any unexpended funds from this program are available for the program
during the biennium beginning July 1, 2021 and ending June 30, 2023.

SECTION 11. EXEMPTION. The amount of $1,300,000 appropriated to the department of
commerce from the beginning farmer revolving loan fund for intermodal container transportation shipping
fees in section 1 of chapter 18 of the 2019 Session Laws is not subject to section 54-44.1-11 and any
unexpended funds from this program are available for the program during the biennium beginning July 1,
2021 and ending June 30,2023.

SECTION 12. APPROPRIATION - In addition to the amounts appropriated to the department of
commerce in section 1 of this Act, there is appropriated any additional income from federal or other funds
which may become available to the agency for the biennium beginning July 1, 2021 and ending June 30,
2023.

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



SECTION 13. TRADE OFFICE - MATCHING FUND REQUIREMENT. The North Dakota trade office
line item and the general fund appropriation in section 1 of this Act include $750,000 of funding relating to
the North Dakota trade office. The department of commerce may spend sixty percent of this amount without
requiring any matching funds from the trade office. Any additional amounts may be spent only to the extent
that the North Dakota trade office provides one dollar of matching funds from private or other public sources
for each one dollar provided by the department for the biennium beginning July 1, 2021 and ending June 30,
2023. Matching funds may include money spent by businesses or organizations to pay salaries to export
assistants, provide training to export assistants, or buy computer equipment as part of the North Dakota
trade office's export assistance program.

SECTION 14. ENTREPRENEURSHIP GRANTS AND VOUCHER PROGRAM. Section 1 of this Act
includes the sum of $948,467, of which $740,956 is from the general fund and $207,511 from special funds,
for an entrepreneurship grants and voucher program to be developed and administered by the department
of commerce, for the biennium beginning July 1, 2021 and ending June 30, 2023. The department shall
establish guidelines to provide grants to entrepreneurial centers certified by the department. The
department shall also establish guidelines to award vouchers to entrepreneurs to procure business
development assistance from certified entrepreneurial centers or to provide grants to entrepreneurs working
with an entrepreneurial center. The amount appropriated for entrepreneurship grants in section 1 of this Act
is not subject to section 54-44.1-11 and any unexpended funds from this line item are available during the
biennium beginning July 1, 2023 and ending June 30, 2025.

SECTION 15. AMENDMENT. Section 54-60-16 of the North Dakota Century Code is amended and
reenacted as follows:

54-60-16. International business and trade office - Advisory board.

1. The commissioner shall administer the international business and trade office. The purpose
of the office is to assist North Dakota businesses expand exports to international markets
and to attract investment opportunities to the state by:

a. Advocating for exporters_and foreign direct investment opportunities;

b. Offering export educational opportunities to North Dakota businesses;

c. Researching and raising awareness of export_and international business opportunities,
issues, and challenges impacting North Dakota businesses;

d. Assisting North Dakota businesses in identifying, developing, and cultivating
international markets for products; and

e. Organizing and carrying out trade and reverse trade missions that seek to facilitate
contact and communication between North Dakota businesses and international
markets.; and

f. Assisting and fostering the diplomatic mission of North Dakota.

2. The international business and trade office shall not assist businesses with expansion efforts or
investment opportunities in _any of the following markets: farming, forestry, ranching, food
guality, or nutrition.

3. The commissioner may designate a nonprofit corporation incorporated in this state that has the
primary purpose of assisting North Dakota exporters or contract with a third party for the
provision of services for the international business and trade office. If the commissioner
designates a nonprofit corporation or contracts with a third party under this subsection, all data
and databases collected and created by the third party in performing services for the office are
the property of the departmentand the third party.

4. The department may seek and accept any gift, grant, or donation of funds, property, services, or
other assistance from public or private sources for the purpose of furthering the objectives of the
international business and trade office.

5. The commissioner may establish an international business and trade office advisory board with
which the director may consult in administering the international business and trade office.
The
commissioner or the commissioner's designee shall serve as the chair of the international
business and trade office advisory board. Each member of the advisory board created under this
subsection is entitled to receive per diem compensation at a rate established by the director not
exceeding sixty-two dollars and fifty cents and reimbursement of expenses as provided by law for
state officers, while attending meetings or performing duties directly related to board
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membership, except that per diem compensation under this section may not be paid to any
member who receives compensation or salary as a regular state employee or official.

SECTION 16. AMENDMENT. Section 54-60-29 of the North Dakota Century Code is amended and
reenacted as follows:

54-60-29. Unmanned aircraft systems program fund - Continuing appropriation.

1. There is created in the state treasury a special fund known as the unmanned aircraft
systems fund, which mustmay be used for the following purposes:

a. To defray the expenses of the operations of an unmanned aircraft systems test site
officially designated by the federal aviation administration.

b. To defray the expenses of the beyond visual line of sight unmanned aircraft system
program.

c. To defray the expense of the enhanced used lease grant program.

The fund consists of fees collected for the administration of the test site_and other funds as

appropriated. All moneys in the fund are appropriated to the department of commerce on a

continuing basis for the purpose of defraying the expenses of the unmanned aircraft

systems program. Interest earned on moneys in the fund must be credited to the fund.

[
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2021 SENATE STANDING COMMITTEE MINUTES

Appropriations Committee
Roughrider Room, State Capitol

SB 2018
1/25/2021
Senate Appropriations Committee

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

Senator Holmberg called the hearing to order at 9:00 am.

Senators Holmberg, Krebsbach, Wanzek, Bekkedahl, Poolman, Erbele, Dever, Oehlke,
Rust, Davison, Hogue, Sorvaag, Mathern, and Heckaman were present.

Discussion Topics:
e Agency Overview
e Cares Act Funding
e Restrictions on Cares Funding
o Definition of Essential Businesses

Shawn Kessel, Interim Commissioner, Dept of Commerce — presented the agency
budget and submitted testimony # 2428.

Bonnie Malo, Director, Community Services — continuing on page 9 of #2428.

Brad Barth, Forward Devils Lake Corporation — testified in favor and submitted testimony
#2237.

Katie Ralston, Director, Workforce Development — testified in favor and continuing on
page 13 of #2428.

David Farnsworth, President, ND Workforce Development Council — testified in favor
and submitted testimony #2251.

Ray Berry, CEO & President, OmniByte Technology — testified in favor and submitted
testimony #2247.

Sara Otte Coleman, Tourism Director — testified in favor and continuing on page 17 of
testimony #2428.

Jim Poolman, private businessman — testified in favor and submitted testimony #2221.

Charley Johnson, Fargo-Moorhead & West Fargo CVB — testified in favor and submitted
testimony #2238.




Senate Appropriations Committee
SB 2018

January 25, 2021

Page 2

Josh Teigen, Director, Economic Development and Finance — testified in favor and
continuing on page 20 of testimony #2428. He also read a testimony submitted in favor
from Eric Bartsch, AGT Foods, Minot, ND — testimony #3080.

Sean Carrol, President, Access Point Technologies — testified in favor and submitted
testimony #2304.

Patty Post, Checkable Medical — testified in favor and submitted testimony #2261.

Tyler DeMars, Program Director at IDEA Center — testified in favor and submitted
testimony #2259.

Tom Swoyer, President, Grand Sky Development Company — testified in favor and
submitted testimony #2305 and testimony #2306.

Senator Holmberg handed the committee testimony in favor #2723.

Nick Flom, Exec. Director, Northern Plains Unmanned Aircraft Systems Test Site —
testified in favor and continued with testimony #2428.

Kenley Nebeker, Director, Technical Programs and Training — Williston State College —
testified in favor and submitted testimony #2599.

Matt Dunlevy, Sky Skopes Professional Pilots — testified in favor and submitted
testimony #3001.

John Miller, President, Williston State College — testified in favor and submitted no
written testimony

Jeff Horan, UAS Project Coordinator, ND DOT - testified in favor and submitted
testimony # 2432.

Dr. Donna Brown, President, Turtle Mt. Community College - testified in favor and
submitted #3094.

Tiffany Ford, Director, ND Small Business Development Centers — testified in favor and
submitted testimony #2301 and #2302.

David Kleppe, Program Manager, ND Procurement & Technical Assistance Center —
testified in favor and submitted testimony # 2299.

Terri Thiel, Chair, ND Travel Alliance Partnership — testified in favor and submitted
testimony #2354, #2272 #2273, #2274, #2275, #2276.

Searle Swedlund, Director, Jamestown Tourism - testified in favor and submitted
testimony #2298.



Senate Appropriations Committee
SB 2018

January 25, 2021

Page 3

Additional written testimony: #2398, #2224, #2250, #2253, #2257, #2262, #2266,
#2288, #2298, #2320, #2352, #2438, #2637, #2664, #2712, #2713.

Senator Holmberg closed the hearing at 2:42 pm.

Rose Laning, Committee Clerk
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SHAWN KESSEL, INTERIM COMMERCE COMMISSIONER

Chairmen Holmberg and members of the Senate Appropriations
Committee, I'm Shawn Kessel and | have the privilege of serving as Interim
Commissioner of the North Dakota Department of Commerce. Our
leadership team joins me today to assist in providing you report on
Commerce. We also have several others who will provide supporting
testimony and we have weaved them into our allotted time.

Commerce has had an extraordinary two years and we are ready to
accelerate that success. We will share with you today some of those
successes and discuss Commerce's priorities by breaking them down into
five themes:

Theme 1: Commerce crushed it in the face of a flock of black swans
Theme 2: Community Development

Theme 3: The New Workforce

Theme 4: Elevating ND Image

Theme 5: Continued Economic Resiliency and Diversification



THEME 1: COMMERCE CRUSHED IT IN THE FACE OF A FLOCK OF
BLACK SWANS

| would like to start with the issue that has affected us all lives and has
dramatically changed the way we do business, the way we recreate and the
way we live our lives. With very limited resources and staff that has been
spread thin, Commerce has deployed over $73 million of the Coronavirus
Aid, Relief, and Economic Security Act also known as CARES Act funding by
creating, administering and deploying four brand new grants targeted at
segments of the economy hit hardest by COVID-19;

We started with the Economic Resiliency Grant (ERG) which was an all
industry grant meant to provide safety and build confidence in the
marketplace. We received 2,656 applications and awarded $38,720,521 to
2,064 businesses;

The Hospitality Economic Resiliency Grant (HERG) was next and designed to
provide much needed capital by reimbursing applicants for payroll,
rent/lease, utilities expenses, or similar expenses targeting restaurants and
bars in an effort to help them survive the 50%-70% declines in revenue that
were not uncommon in this sector. Commerce received 1,132 applications
and we awarded $23,681,952 to 966 businesses;

The Hospitality Economic Resiliency Grant PLUS was designed in a similar
fashion as the HERG but focused on hotels/motels/resorts. | talked to one
resort owner in the Devils Lake area and she had three bookings in
November and the calendar through March looked similarly bleak. We
received 220 applications and awarded $8,351,332 to 197 businesses; and
the

Medical Expense Assistance Program (MEAP) that we administered jointly
with Workforce Safety and Insurance (WSI) to assist emergency responders
and front-line healthcare workers who contracted COVID-19 from a
secondary source. We received 2,968 applications and we awarded $2.5
million to 2,469 North Dakota citizens.



In total for all four grants, we received almost 7,000 (6,976) applications,
requesting over $163 million ($163,473,652). We made almost 6,000 (5,696)
awards totaling over $73 million ($73,253,805).

But we aren’t done.

The recent federal extension has allowed us more time to conduct a second
round of grant awards where we intend to distribute almost $30 million
more of CARES Act funding to North Dakota businesses in need. Once
distributed, Commerce will have shared almost $100 million to help support
businesses in North Dakota survive and continue to employ thousands of
residents.

On January 28the at noon, in partnership with GNDC, we will announce the
details regarding the application window for round two of the HERG. It will
begin in early February followed closely by the Hospitality Economic
Resiliency Grant PLUS. We are working with our state partners to address
some of the early hurdles caused by the initial federal deadlines. We would
like to go back to existing ERG applicants and allow them a second chance
to implement their original plans. Many applicants were not able to meet
the tight deadlines we were forced to implement in order to comply with
the initial federal deadline or applicants were not able to find contractors to
implement the desired changes by the initial federal deadline — those
applicants that had approved expenses but couldn’t meet the deadlines will
get another opportunity to obtain grant funds.

Commerce was able to tailor these grants to the most affected industries
because we conducted no less than four surveys before designing the
CARES grants. Two of these surveys were aimed at North Dakota businesses
so we could better understand their needs and how COVID-19 was
impacting their businesses and how deeply. Not only did our informed,
data-driven response include the CARES Act grants mentioned above, but it
also resulted in several webinars Commerce developed and produced to
provide local leaders and communities with tools to assist them or to help
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them connect to vital resources. We partnered with the North Dakota
Department of Health to create and issue a survey that targeted all North
Dakotan citizens and had over 11,000 people reply!

In addition, while most states were reactive to the federal government
COVID-19 response, Commerce was not. We were weeks ahead. We
became the experts on the federal response, partnered with our local
subject matter experts and then shared this information with North Dakota
businesses through a series of business briefings thereby preparing our
companies to take advantage of the Paycheck Protection Program (PPP)
and Economic Injury Disaster Loan (EIDL) program. These proactive efforts
resulted in over 11,000 Small Business Administration (SBA) loans being
provided to North Dakota businesses. According to USA Facts website,
“North Dakota received the most (in terms of federal loan proceeds) at
$2,037 per capita. California and New York received $845 and $1,041 per
capita, respectively.”

The Commerce COVID response improved lives and was nothing short of
robust.

Last time we presented in front of you, we promised the development and
deployment of a new Commerce strategy. We are pleased to share that we
not only delivered what we promised but took it even further.

Thank you for your trust — I'm going to highlight some of your investment
successes, and you'll hear additional details from the Commerce leadership
team:

- Placed a heavy emphasis on diversification and innovation attracting
hundreds of millions in private capital;

- Completely transformed how economic development is conducted in
the state by doubling primary sector projects compared to last
biennium;

- Introduced in excess of $50 million in start-up innovation activity using
the newly created Innovation Technology Loan Fund (LIFT) legislation;



Doubled activity within the UAS environment while growing Grand Sky
commercial activity by 30% and almost completing the Vantis beyond
visual line of sight (BVLOS) network in the Bakken;

Successfully recruited an intermodal operation to North Dakota after
20 years of previous unsuccessful attempts;

Working with our partners Regional Planning Councils and Community
Action Agencies, we deployed Community Development Block Grant
(CBDG) and Community Services Block Grant (CSBG) funds resulting in
85,699 people served/impacted;

Actively managed 59 Renaissance Zones resulting in 1,850

approved investments (since inception in 1999) across communities in
North Dakota;

Developed and deployed the ND Development Calculator (ND2C)
enabling communities to better understand the true long-term costs
of infrastructure to ensure optimization of community planning and
the reduction of local tax burdens;

Empowered communities to proactively plan their futures by providing
matching grant funds though our Partners in Planning grant

program;

Reenergized the Rural Development Council. Surveyed local leaders
and used the data to set priorities for long term rural economic and
community growth;

Simultaneous to rural community and economic engagement, we
achieved solid outreach across the nation by actively participating in
national webinars and conference as panelists to share progress in
North Dakota;

Retooled Tourism Division marketing materials due to the pandemic
and mobilized an in-state campaign and free cooperative platform
featuring tourism businesses and destinations;

Supported pandemic communications by providing leadership with
Joint Information Center (JIC), CARE 19 apps, ND Smart Restart, a
variety of Commerce grants and Business Briefings;



- Led occupational licensure reform research effort resulting in precision
recommendations to improve talent recruitment and geographic
mobility;

- Recruited “The Last Mile” training program to the North Dakota
Department Corrections thereby improving prisoner rehab and job
placement reducing recidivism and saving state resources and
improving company growth prospects;

- Invested $924,516 of matching funds in accelerated skilled workforce
training programs designed to get displaced workers prepared for
new jobs and back to work; and

- Operation Intern went big on tech, trade, logistics, critical skills gaps
and in-demand jobs.

THEME 2: COMMUNITY DEVELOPMENT

| am going to provide a little deeper dive on Theme 2: Community
Development and | will ask Bonnie Malo to share some additional details.

In order for North Dakota to be successful our communities must be
successful. Commerce has been on the leading edge of redefining what
“community development” means through its leadership ensuring that North
Dakota communities not only understand the need for smart, efficient
infrastructure; healthy, vibrant spaces; and 21° century workforce but, also
have the resources to deploy strategies in pursuit of community aspirations.

After we designed and administered the Rural Economic Development study,
results indicated economic development in rural North Dakota looks a little
different than it does in our urban centers. In rural North Dakota the
attraction and/or creation of retail and restaurants is the number one
economic development goal. Commerce wants to make sure these rural
communities have access to resources to pursue their economic
development goals. Currently, the Rural Growth Fund contained within the
Commerce Development Fund legislatively requires all investments to have
a primary sector designation, because of this hurdle these funds have been
rarely accessed. | ask you, is it time to eliminate this hurdle and allow rural



communities access to these funds? Our data says it is. And some
communities have made a similar change already. In a conversation with
Keith Lund, President and CEO of Grand Forks Regional Economic
Development, he informed me that they eliminated the primary sector
language from the economic support activities conducted outside the city
limits of Grand Forks.

Another Commerce achievement was the creation of the ND2C. This tool
enables communities to understand the true long-term costs of
infrastructure, especially expansions with the goal of providing information
to ensure decision makers are well informed when making decisions
regarding optimization of existing infrastructure, planning and reducing tax
burdens. We're actively working with the North Dakota Department of
Transportation (NDDOT) to deploy the ND2C on all NDDOT projects that
involve streets in and around cities and communities showing the value in
growth decisions.

The Partners in Planning (PiP) grant empowered communities to proactively
plan their futures by supporting comprehensive plans,

economic development/diversification strategic plans, or economic
recovery plans due to impacts of COVID-19. In 2020, $125,000 was awarded
to six communities. These matching grants to Bowman County, City of
Cavalier, Hettinger/Adams County and Linton Industrial Development
Corporation helped them develop strategic plans and the City of Milnor
develop a comprehensive plan.

We were able to reenergize the Rural Development Council and set
priorities for long term rural economic and community growth which
include; stabilizing rural development funding, investment in infrastructure,
quality of life, high paying jobs and building leadership capacity.

Based on data gleaned from the Rural Economic Development survey and
the trend of collaboration and regionalization we developed the
Economic/Community Development Ecosystem Map which provides a
spatial representation of state and local resources and organizations, with
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contact information, so leaders across our state can more easily connect
with neighbors resulting in improved local economic and community
development opportunities and collaboration.

Vibrancy grants were created to incent small successes in communities that
serve to build confidence in local leaders and empower communities to
engage the populace in community conversations that create vibrancy.
These grants can also support the implementation of a community need
project identified and supported by a comprehensive or economic
development plan whose creation was incentivized by the Partners in
Planning grant effectively operationalizing the plan and ensuring it doesn't
get placed on a shelf.

Chairmen and members of the Committee. We ask for your continued
support of the resources required to ensure community vibrancy and smart
infrastructure development across North Dakota, especially in small

towns. The Partners in Planning and Vibrancy grants were funded using the
Commerce Momentum Fund.

| will return now to the remaining themes...

THEME 3: CONTINUED ECONOMIC RESILIENCY AND
DIVERSIFICATION

In the past year, North Dakota has been affected by a “double black swan”
event, that is, the collapse of oil demand and prices, followed by a global
pandemic that grounded the world economy to a halt in the spring of
2020. While discussed as important for years, never has a solid economic
diversification strategy been more crucial to our state. Combined with the
need to stabilize existing industries and businesses in North Dakota, both
for the purpose of creating a more “resilient” economy — one not as
vulnerable to the shifts in the oil and agriculture industries and one capable
of adjusting to new consumer behaviors and expectations more quickly
than our national and global competitors.



THEME 4: THE NEW WORKFORCE

North Dakota began the year 2020 with an unemployment rate of 2.3% -
the lowest in the nation — and a labor market participation rate of 69.2% -
one of the highest in the nation. There is a need to prepare workforce for
today'’s jobs and those to come. We are working closely with

state educational systems and the private sector in preparing the workforce
of tomorrow including reducing barriers that prevent residents from
obtaining the skills or employment they seek.

THEME 5: ELEVATION OF NORTH DAKOTA'S IMAGE

Magnifying what North Dakota has to offer to visitors, new residents, and
new companies, this opportunity has taken on a new and higher profile
during the time of COVID-19. There is appetite for wide-open spaces, safe
destinations, and the many amenities that North Dakota is naturally gifted
to offer has never been so significant.

Each division director will talk more specifically about each of our themes.

| promised earlier that you would hear from Bonnie Malo, director of
Community Services. | would like to invite Bonnie to the podium and talk
more about our efforts to braid federal community development resources
with state support to target and maximize impact. Bonnie can you please
talk more about Community Development

BONNIE MALO, DIRECTOR OF COMMUNITY SERVICES

Thank you, Shawn.



Good morning Chairman Holmberg and members of the committee. | am
Bonnie Malo, Director of the Division of Community Services (DCS) at the
Commerce Department.

The Community Services Block Grant (CSBG) program requires a public
hearing so we will incorporate that requirement into this meeting. The
CSBG program’s primary purpose is to assist communities to implement
locally designed anti-poverty programs. The program is delivered through
the seven statewide Community Action Agencies, providing various services
including Head Start, weatherization, commodity food distribution,
emergency services and case management to low income households and
persons. For the 2018 and 2019 program years CSBG impacted 41,546 low
income individuals statewide.

Commerce, in cooperation with the Community Action Agencies, has
prepared a funding plan for the U.S. Department of Health and Human
Services. We expect CSBG to be funded in the range of $3.6 million in each
of the next two years. Therefore, Mr. Chairman, would you please open the
hearing for any public comments on the Community Services Block Grant
funding plan?

Mr. Chairman, with there being no further comments, can we close the
public hearing?

At this time, | will address the remaining programs within the Division of
Community Services. The total appropriation for this biennium is
$50,823,035, which includes funding for the Energy Conservation Grants,
Weatherization Assistance, Low Income Heating Assistance, CDBG,
Emergency Solutions Grant (ESG), North Dakota Homeless Grant (NDHG)
and CSBG programs.,
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The Energy Conservation Grant funded 65 projects to political subdivision
for this biennium, which will save an estimated $422,535 on energy savings
per year.

The State Energy Program funded by the Department of Energy, provided
funding to the Bismarck Public Schools System, where they recently
installed 46 solar panels at the Bismarck Career Academy. In addition to
reduced energy costs, students will now have an educational experience on
solar energy production, providing exposure to alternative energy
workforce opportunities. The energy cost savings is estimated to be around
$3,500 per year.

The Weatherization Program helps to improve housing conditions and save
money for our state’s most vulnerable citizens. One manufactured
homeowner received weatherization assistance from the Jamestown
Community Action Agency that can be directly attributed to remaining in
their home because of the assistance they received. Prior to receiving the
weatherization assistance, their utility bill was between $400 to $500 per
month. After the work was completed, their bill dropped to about $100 per
month. This individual was very thankful for the assistance, with tears in her
eyes she stated that they would not have been able to stay in their home
without the weatherization work.

The CDBG and HOME funds are used to increase the affordable housing
options in communities around North Dakota. Affordable housing was cited
as the top need in all eight regions of the state during a statewide Needs
Assessment Survey conducted in 2020.

The CDBG and HOME funds were an integral part of the capital stack for
Monterey & Brighton Place Apartments in West Fargo. These funds were
layered with Home Innovations Fund (HIF) funds and Low-Income Housing
Tax Credits, allowing to demolish 60 units of Public Housing and then
redevelop the site to construct 85 affordable units, significantly increasing
the capacity for serving income-qualified families. Without the CDBG and
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HOME funds, Cass County Housing Authority would not have been able to
increase the number of eligible households served in this community.

Homelessness and housing insecurity impact thousands of families across
the state every day. Jennifer had recently lost her husband to COVID-19
and while grieving, she also became homeless. After staying in her car,
Jennifer went to Ministry on the Margins in Bismarck. They were able to
provide financial assistance and secure temporary housing, until she was
able to find employment and secure permanent housing. These emergency
measures prevent individuals from becoming permanently homeless and
the stability that temporary housing allows them to develop a plan to move
forward to achieve greater self-sufficiency. Without financial support from
ESG and NDHG, organizations like Ministry on the Margins would not be
able to assist the overwhelming number of people who are in situations like
Jennifer's.

The CSBG program helps to directly address poverty in our communities. A
client in the Dickinson region turned to the Community Action Agency when
she and her three children were threatened with homelessness due to
divorce. Her husband lost his job, and she had lost most of her wages due to
a recent COVID-19 quarantine. With no sick leave and no financial resources,
she worked with staff at the agency to secure permanent housing for her
children. This client stated that Community Action’s guidance and financial
assistance helped her make decisions during a stressful time.

The Renaissance Zone Program is an economic development tool that can
help cities revitalize their communities by offering both state and local tax
incentives. These tax incentives encourage residents and business owners
to reinvest in their communities. | am pleased to introduce Brad Barth,
executive director of Forward Devils Lake to discuss how Devils Lake has
benefited from the program.

Recent Renaissance Zone projects in the community of Devils Lake include
a microbrewery and a fitness center. The community notes that these
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projects help to fill vacant buildings and lots in the core of their city and
even brought one formerly tax-exempt property back onto the city’s tax
rolls. Later, Brad Barth from the city of Devils Lake will provide a broader
view of what the Renaissance Zone program has done for his community.

The Division of Community Services has two asks, our first ask is to transfer
the HOME program and two FTE's to the Housing Finance Agency. This
transfer will create efficiencies with a one-stop shop for multi-family
housing development programs.

The second ask is, Commerce currently has budgeted $8 million in COVID-
19 relief funds, we are asking for an additional $3.5 million in federal
spending authority. These additional funds are from the CSBG program.
The total spending authority will now be $11.5 million.

This concludes my testimony of the Division of Community Services
programs.

| would like to now turn the podium over to Katie Ralston, director of
Workforce to talk more about The New Workforce.

KATIE RALSTON, DIRECTOR OF WORKFORCE
Thank you, Bonnie.

Chairmen Holmberg and members of the Senate Appropriations
Committee, I'm Katie Ralston and | have had the honor to serve as the
director of Workforce with the North Dakota Department of Commerce
since January 2020.

The Workforce Division continues to augment state level workforce
solutions to ensure that North Dakota is not only prepared for future
workforce needs but is well positioned to outcompete neighboring states
for qualified workers. In November 2019, the private sector led Workforce
Development Council was moved to the Department of Commerce. We
have leveraged the industry expertise and diverse geographic
representation on this board to understand workforce needs in North
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Dakota and generate strategies to address them. All the initiatives that | am
going to highlight are aligned with the council’s priorities and opportunities
they have identified.

In conjunction with a subcommittee of the Workforce Development
Council, the state continues to lead the occupational licensure reform effort
by researching North Dakota’'s schema for occupational licensing to
develop a thorough understanding of licensing in our state; discover best
practices; engage licensing boards and commissions; and identify the best
path for reform, with the goal of removing unnecessary barriers to
employment while preserving the health and safety of North Dakotans and
promoting competition. Throughout the last several months, this effort
uncovered unique and effective practices already being utilized by our
boards and resulted in precision recommendations to improve talent
recruitment and geographic mobility.

We also led a cross-agency collaboration in leveraging federal Workforce
Innovation and Opportunity Act dollars to recruit The Last Mile IT training
program to the North Dakota Department of Corrections and
Rehabilitation. The Last Mile is specifically designed for correctional
facilities and will provide residents of our state prison with full-stack
software development training, which means they’ll be highly qualified
website and app developers with the ability to also program more complex
systems such as servers and databases. This program will improve prisoner
rehab and job placement upon release, and graduates could make a
starting salary around $50,000. We know that stable employment promotes
overall recovery and reform for individuals who have criminal backgrounds.
In fact, the recidivism rate in North Dakota is 35%, but that drops to 7%
when individuals participate in workforce training programs while
incarcerated. Nationally, the Last Mile boasts a 0% recidivism rate for the
240 returned citizens who have graduated from their program. The first
cohort of Last Mile students in North Dakota are getting underway this
month and will be ready for the job market by the end of this year.
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Through an Apprenticeship State Expansion grant from the United States
Department of Labor, we are developing new apprenticeship programs with
$694,000 primarily focused on healthcare and biomedical research to a
support the rapidly growing biotech cluster which is highly important given
the desire to diversify the economy. We also saw great success with our
longstanding Operation Intern program, which provides up to $4,000 in
wage match for interns. Despite economic hardships due to the pandemic,
many employers still prioritized internship programs as meaningful work-
based learning experiences for students and continued to recognize their
value in creating an effective workforce pipeline for their companies. As a
result, we saw an increase in Operation Intern participation with a heavy
concentration in technology, advanced manufacturing, and energy
throughout the biennium. Today, you'll hear from a business owner who
has successfully leveraged this program in his workforce training and
recruitment efforts, effectively keeping talented young workers in our state.

Finally, when the state received CARES Act funds, we created the Technical
Skills Training grant with $1 million in matching funds that were used to
support public and private sector led training providers in expanding and
developing new accelerated skilled workforce training programs aimed at
helping displaced workers prepare for high-demand jobs in North

Dakota. These training programs range from CDL and CNA training, to IT
and cybersecurity, to wind turbine technician and even structural and
pipeline welding. We invested a total of $924,516 in 12 programs across the
state, each of which are sustainable and will continue to prepare citizens
for entrance and movement within the workforce for years to come, thus
creating more pathways to employment in our state. In a few moments
you'll hear from one of our grant recipients who is using these funds to
make a big difference in Watford City and the surrounding area.

We're fortunate to work with partners throughout the state who are
dedicated to addressing North Dakota’'s workforce needs. I'm pleased to
introduce Dave Farnsworth, manager of Power Generation and Engineering
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for Great River Energy and chairman of the Workforce Development
Council. Also presenting will be Kara Glenn with Silver Fox Pipeline Facility
Services and Ray Berry, owner of OmniByte Technology.

Thank you, Ray

In order to continue leading statewide workforce strategy and supporting
key partners in addressing North Dakota’s workforce needs, we need:

o Continued collaboration with the Workforce Development
Council in order to remain ahead of workforce trends, so
together, we can develop scalable solutions to address North
Dakota’'s workforce needs and prepare a 21 century workforce

o We also need continued support of grant programs, such as
Operation Intern and the Early Childhood Education Grant, that
support learners at different stages of their education and
training. Operation Intern has proven to be a valuable resource
for businesses, and we need to continue supporting internship
programs as they're an important tool for recruitment and
training initiatives. We know that many of the businesses that
participate in Operation Intern couldn't afford to provide
internship experiences for students without this matching
support.

o Finally, we need to sustain the Technical Skills Training grant
program. With $1 million in matching funds, we can continue to
support training opportunities that prepare individuals for
entrance and movement within the workforce. Accelerated job
training programs are key to North Dakota’'s economic recovery
and will help us fill high demand jobs in healthcare, renewable
energy, IT, logistics and transportation, and more, well into the
future.
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| am pleased to now introduce Sara Otte Coleman, director of Tourism, to
share some details regarding our final theme, elevation of North Dakota's
image.

SARA OTTE COLEMAN, DIRECTOR OF TOURISM
Thank you, Katie.

Chairman Holmberg and members of the Committee, I'm Sara Otte
Coleman and | have had the honor to serve as the director of Tourism with
the North Dakota Department of Commerce for the past 18 years.

As Shawn mentioned, elevating North Dakota’s image during a period of
challenges and opportunity is crucial and we must take advantage of the
shifting demographics, the desire to travel and the growing interest to
enjoy wide-open spaces.

We were able to push $70 million plus into the economy with an emphasis
on hospitality sectors. Commerce awarded over $23 million dollars to more
than 960 restaurants, bars, coffee shops and venues with the HERG.
Hospitality Economic Resiliency Grant PLUS funds will help 197 hotels and
lodges with more than $8 million in awards. These Hospitality Economic
Resiliency Grant dollars will help this sector which was disproportionately
impacted by the pandemic. To date, $1.13 billion in visitor revenue has
been lost to North Dakota and our businesses, due to COVID-19 related
restrictions including the closure of the Canadian border which has cost us
465,000 personal vehicle trips.

New research confirms tourism advertising goes beyond motivating trips
and plays a lead role in elevating our state’s image across various economic
development benchmarks. For example, people who have seen our
advertising rated North Dakota 16% higher as “a good place to start a
business” compared to those who had not seen our advertising. This lift is
even higher once they have visited, where we saw respondents ranking the
state 20% higher as "a good place to live” once they have visited.
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The team'’s research driven media outreach showed strong results using a
new creative campaign (2019) which included multi-channel placements
targeting outdoor programming, sports and recreation and targeted urban
areas like Minneapolis St. Paul and Chicago. The campaign exceeded our
benchmarks and industry average results.

We retooled tourism marketing materials due to pandemic and mobilized
an in-state campaign and created a free cooperative platform featuring
tourism businesses and destinations. We are currently running our first
winter campaign in-state and near border to inspire winter travel to support
small businesses.

Paid media results 2020:

e 83 million people on TV
= 12 million people in print
= 233 million people on digital advertising
= 85 million people through out of home advertising
= 23 million people on social media through advertising campaigns
= 52% increase in visits to NDtourism.com over 2019
Increases from 48 states
o First time visitors made up 92% of visits (up 78% from 2019)

We know this work impacted sales. In 2020, there were 3,523,146 room
nights sold in North Dakota, this is down 30.4% from last year’s nearly 5
million sold - however could have been much worse without our proactive
work.

This year we garnered 40 national editorial media placements which was up
25% from 2019 and reaching 776 million. We also hosted eight influencers
reaching more than 10.6 million. We hosted HoneyTrek- with paid support
of $3,900 and assistance from partners across the state. The couple spent
10 days in North Dakota generating 53 social posts and stories which were
seen by over 1 million to date.
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The Tourism/Marketing Division has led the state's brand unification efforts
which became increasingly important as the state managed COVID-19
mitigation efforts. Thirty-four agencies are now using the Be Legendary
brand. The team also supported pandemic communications by providing
leadership with JIC, CARE 19 apps, ND Smart Restart, Economic Resiliency
Grants and impacted business engagements.

| would like to introduce Jim Poolman - a longtime business leader in our
state to give you a private business perspective. Following Jim will be
Charley Johnson from the Fargo-Moorhead West Fargo Convention and
Visitors Bureau to provide a community perspective and then Dave
Achtenberg who is with the Regency Hotel Management group to further
on the impact and needs for events and group business. There will also be
testimony from the Travel Alliance Partnership, the Destination Marketing
Association of North Dakota and the North Dakota Hospitality Association
and other businesses following our agency testimony.

As illustrated, tourism revenue supports small businesses - 3,000 of them in
the tourism sector. The experiences we showcase are for people that live
here, visit here (for business or leisure) or are considering living here. It is
important to increase the awareness of North Dakota and elevate our
image to recruit and retain people from the region. We also must invest in
those who have already visited the state. Once travel restrictions are lifted,
the border traffic will help drive retail sales in northern communities and we
will need to compete with all our neighbors, including Manitoba, to attract
new wealth to the state.

To achieve those goals, we need $2 million of one-time funding from the
General Fund for destination marketing. This will allow us to extend our
campaign beyond June. Research in 2020 showed that on-line searches on
North Dakota travel options and online bookings were high and at par with
neighboring states during the peak advertising campaign. Once the
campaign ended in early June, the intent to travel, as shown by online
searches and bookings, declined well below our competitors. The additional
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dollars are imperative in driving demand to our businesses and assisting
their recovery.

We also are asking for $200,000 to improve our visitor services by
leveraging existing state infrastructure, like rest areas and visitor sites, to
elevate the North Dakota brand. The new hubs will enhance visitor services
with fresh contemporary designed space aimed at showcasing experiences
statewide to extend visitors stays.

These budget enhancements would allow continued investments in
destination marketing to recruit visitors and new North Dakotans which will
improve small business activity and increase visitor spending at a critical
time. The added benefit is creating awareness for workforce recruitment
purposes, retaining resident revenue and keeping North Dakotans traveling
to sites within the state. All of which would improve success of all economic
development and workforce recruitment efforts.

Next, | would like to introduce our Economic Development and Finance
director Josh Teigen to provide a deeper dive into our third theme
of continued economic resilience and diversification. Josh...

JOSH TEIGEN, DIRECTOR OF ECONOMIC DEVELOPMENT AND
FINANCE

Thank you, Sara.

Chairmen Holmberg and members of the Senate Appropriations
Committee, I'm Josh Teigen and am honored to have been promoted to
serve as the director of Economic Development and Finance. | still have

the privilege of working with the former Economic Development and
Finance Director James Leiman as he transitions into his new role within the
North Dakota Department of Commerce.
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The last biennium laid the foundation for a highly diverse and resilient
North Dakotan economyand we went big and bold with a

heavy emphasis on economicdiversification, especially in the areas
ofinnovation, high tech jobs, and value-added activity.

In parallel to our strong economic development approach, we also
reinvented the way we deploy capital in the state to better meet the market
need. We achieved major successes in attracting outside investments such
as venture capitals, equity firms, and private capital allowing for an
innovation platform.

We successfully recruited the world’s most successful innovation platform
with Plug and Play, which equates to 40 top-tier startups each year in the
intelligent ag space. This feeds economic development initiatives for us,
brings a needed ecosystem to the marketplace, and is a great source of
investment opportunities for us.

The department completely transformed how economic development is
conducted in the state with precision recruitment and growth based on
data, research and new investment opportunities. Using data, we can now
be predictive rather than reactive, and focus our efforts on the highest
return on investment (ROI) activities.

In addition, we developed nearly 100 primary sector projects in 2019 and in
2020 simultaneous to the pandemic, worked in excess of $2 billion in
projects in 2020, and introduced in excess of $50 million in start-up
innovation activity using LIFT and InnovateND which was a wise investment
that paid huge returns for the state. We were able to develop new side-by-
side investment relationships across the nation creating higher probability
to create new wealth and improve capital access.

Unmanned Aircraft Systems (UAS) deployed systems-wide unmanned
system plan to include initial beyond visual line of sight (BVLOS) capability
in the Red River Valley and Bakken, and doubled activity within the
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Northern Plains UAS. Grand Sky commercial activity grew by 30% with
hundreds of jobs averaging almost $100 thousand per year and generated
over $55 million in private investment capital.

In collaboration with several partners, we successfully recruited an
intermodal operation to North Dakota after 20 years of attempts; with no
use of state money. This success allows huge savings for shippers and will
likely see higher ROIs per acre. The biggest shipper in the state saves 34%
on drayage, and average shippers save between 20-25%. This is a
tremendous recruitment tool for the state and is a cornerstone for growth
in the Minot Industrial Complex.

Our team developed and deployed a foreign direct investment (FDI)
strategy attracting new companies and investments from Asia, the Middle
East, Europe and Latin America including a major greenhouse project from
Canada and petrochemical foundation which is a multigenerational solution
to massive and long-term energy growth.

We redefined the approach to energy growth laying foundation for next
generation economy including value-added, innovation, and environmental,
social, and corporate guidance (ESG). What is needed is capital. If we could
transfer $30million from Legacy Fund earnings for the Innovation
Technology Loan Program (LIFT), continued investment in innovation
programs and get behind Grand Strategy which includes Grand Sky, Grand
Farm, Grand Ranch and Grand Energy. This would allow Commerce to seed
programs to focus on preparing companies for ESG compliance to attract
equity, capital and entities to purchase North Dakotan products.

In addition, transfer $20 million from Legacy Fund earnings to the
Unmanned Aircraft System Program Fund on June 30, 2021 for Vantis, the
first statewide BVLOS network, transfer $7 million from Legacy Fund
earnings to the Unmanned Aircraft System Program Fund on June 30, 2021
for Grand Sky, and transfer $2 million from Legacy Fund earnings to
continue funding the Northern Plains UAS Test Site.
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And $750,000 to The North Dakota Trade Office Bifurcation to fund trade
and foreign direct investment opportunity with emphasis on energy and
tech, e.g. UAS would allow focus on trade data to support need.

We have several partners joining us today.

Eric Bartsch - AGT
Sean Carrol - Access Point Technologies
Patty Post - Checkable Medical
Tyler Demars — Center for Technology and Business
Ron Ness — North Dakota Petroleum Council
Tom Swoyer — UAS Grand Sky
Nick Flom — Northern Plains Test Site
Connie Ova — Jamestown EDC
Thank you to our partners.

e What we need
o Capital
» Transfer $30million from Legacy Fund earnings for
Innovation Technology Loan Program (LIFT)- 4x-5x
investment
= Continued investment in innovation programs
» Get behind Grand Strategy
e Grand Sky
e Grand Farm
e Grand Energy
o Commerce to seed program to focus on
preparing companies for ESG compliance to
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attract equity, capital and entities to purchase
North Dakota products
o Transfer $20 million from Legacy Fund earnings to the
Unmanned Aircraft System Program Fund on June 30, 2021 for
Beyond Visual Line of Site (Vantis)
o Transfer $7 million from Legacy Fund earnings to the
Unmanned Aircraft System Program Fund on June 30, 2021 for

Grand Sky.
o $2 million in continued funding for Northern Plains UAS Test
Site

o North Dakota Trade Office Bifurcation
= $750,000 to fund trade and foreign direct investment
opportunity with emphasis on energy and tech, e.g. UAS
» Focus on trade data to support need

Next, | would like to ask Shawn to return to the podium and provide a
couple of closing thoughts.

Thank you, Josh.

Chairmen Holmberg and members of the Senate Appropriations
Committee.

| want to take a minute or two and reiterate some of the items covered
earlier today. UAS is a tide that lifts other boats including ag, energy and
tech sectors. We are working with other state agencies, including the North
Dakota department of Transportation and intend to request an amendment
so they can help Commerce and the industry build common infrastructure.
We want to work with the ND Agriculture department to utilize each our
strengths to increase trade with foreign countries. Commerce would like to
retain the diplomatic role, foreign direct investment and continue to have a
seat at the table so we can work in unison for the good of all ND
businesses. We would like to carryover unexpended funds in our
discretionary fund so we can continue to help ND communities and
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businesses, and we would like to eliminate the primary sector language
from the Rural Growth Fund so rural leaders can pursue the economic
development activities that they feel impact their communities the most. |
certainly won't take the time to cover all the ways we stand ready to help
but | hope you can see that the evidence speaks for itself, in the face of
extraordinary adversity, we delivered. | am proud of the work our team did
and the investments made are paying off.

The state of North Dakota is at a crossroads. It has been a difficult year for
many and may remain difficult for some of our most important economic
sectors — such as agriculture and energy, for the years to come. As you
heard, Commerce is doubling down on community development, economic
resiliency and diversification and are investing heavily into the future of our
communities and the nation’s best workforce. We are elevating our image
so everyone knows about the opportunity that awaits them in our beautiful
state.

We have an amazing opportunity for the residents of our great state...Come
with us and let’s grow this State together!

Thank you for your time today and we welcome any questions.
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THEMES

= Commerce Crushed it —in face of once in a century event
= Community Development

= The New Workforce

= Elevation of North Dakota’s Image

= Continued Economic Resiliency and Diversification
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CARES ACT GRANTS

= ERG * HERG = HERG PLUS

= 2,656 Apps = 1,132 Apps = 220 Apps

= 2,004 Apps = 960 Apps = 197 Apps
Awarded Awarded Awarded

= $38,720,521 = $23,681,952 = $8,351,332

Awarded Awarded Awarded
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COMMERCE RESULTS

= Diversification = Research driven

= |nnovation = Successful marketing

= Start-ups = Pandemic support

= Small city focus and = Workforce program
empowerment implementation

= Rural Development Councll = Business support






VIBRANT COMMUNITIES

= ND2C

= Partners in Planning
Grants

= Vibrancy Grants

= Economic & Community
Development Map
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COMMUNITY DEVELOPMENT

COMMUNITY SERVICES
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ADDITIONAL CARES ACT FUNDS

= Community Development Block
Grant

= $61M

* Emergency Solution Grants
= $5.1M

= Community Service Block Grant
= $4.8 M
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To Augment Growth
with CDBG and
CSBG Funds

= Provided services to
86,000 individuals
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CDBG, HOME &
WEATHERIZATION
PROGRAM

= Developed 3 Multi-Family
Housing Projects

= Rehabbed 134 Housing
Units

= \Weatherized 1,036 Low-
Income Homes
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RENAISSANCE ZONE

= Actively Manage 59
Renaissance Zones

= 1850 Renaissance Zone

Investments
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PARTNER TESTIMONY

» Brad Barth, Executive Director, Forward Devils Lake
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REQUESTED ACTION

» Transfer the HOME
’rogram and 2 FTE
Positions to NDHFA

= Additional 3.5 Million in
federal spending
authority
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THE NEW WORKFORCE

WORKFORCE DEVELOPMENT



ACCOMPLISHMENTS

= Occupational Licensure
Reform Research

= Recruitment of The Last

Mile
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WORK-BASED LEARNING

= Apprenticeship
Expansion
* Biomedical Research

 Healthcare

= Operation Intern
* 120 companies
* 306 Interns
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TECHNICAL SKILLS TRAINING GRANT

= Invested $924,516
= 12 programs
* 10 led by private sector
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PARTNER TESTIMONY

= Dave Farnsworth, WDC Chairman, Great River Energy
= Kara Glenn, Silver Fox Pipeline & Facility Services
= Ray Berry, OmniByte Technology
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REQUESTED ACTION

= Continued support for = $1 M for Technical Skills
longstanding grant Training Grant
programs
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PANDEMIC IMPACT

North Dakota weekly travel spending losses through December 5th
$ millions

$0

= $1.13 B lost visitor spending -
= $87 M lost visitor paid o0

taxes -
= 465,000 lost Canadian 51,000 —_—

-$23 )
-$1.200 3 $22 -$21 $23 -$1.125

passenger VGhICleS Upto 1177 11/14 11721 11/28 12/5 Total

Source: Tourism Economics
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the endangered southern white
rhinoceroses at Chehinkapa Zoo

in Wahpeton. With scenic drives,
affordable rates and great amenities,
i's a great fime fo plan unforgetiable
experiences in North Dakota. The
e

Start planning today.

legendaryND.com

NORTH

Dakota

Be Legendary.”

SOCIAL DISTANCE THE
#SIMPLYGRAND WAY!

simply grand
visitgrandferks.com

UNCROWDED FUN!
FRIENDLY ATTRACTIONS
& WIDE-OPEN SPACES.

I

O BOUNDARIEs

noboundariesnd.com




NNNNN

eeeeeeeeeee

DIVERSIFYING OUR ECONOMY

. Advertlglng has.ab|l|ty to change .I 3 0/
perceptions, attitudes and (o
behaviors " AVERAGE IMAGE

» Campaigns create a "halo effect” ' LIFT FROM
that lifts image ADVERTISING

AWARENESS
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ELEVATING NORTH DAKOTA'S IMAGE

HALO EFFECT OF NORTH DAKOTA

» Destination marketing TOURISM MARKETING

y! e.l d S m O re th a n Good Place to Live 12% Lift
VI S I tO rS Good Place to Start a Career 14% Lift

Good Place to Start a Business 16% Lift

Good Place to Attend College 15% Lift

Good Place to Buy Vacation Home 10% Lift

Good Place to Retire 8% Lift
0 5 10 15 20 25 30 35 40

B AWARE OF ND TOURISM ADS 1 UNAWARE




INCREASED AWARENESS OF
NORTH DAKOTA

= Garnered 40 national T

editorial media
placements (up 25%
from 2019) reaching 776
million

» Hosted 8 influencers
reaching more than 10.6
million

KIDSAREATRIP.COM

NORTH
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Dqko‘l'q - THINGS TODO  PLACESTO STAY ~ CITIES &REGIONS MAPS & GUIDES EVENTS ~ DEALS
Be Legendary.

IMPORTANT: COVID-19 TRAVEL INFORMATION

IMPACT

= TV reached 83 million
households

» Digital netted 112 million
Impressions

* 9 million views on digital . | e XA
and connected TV spots

» Magazine and newspaper
circulation of 12 million

NDTOURISM.COM

Start Planning Today [ LEARN MORE

Let's Go There

NORTH UNCROWDED BEAUTY

AND ADVENTURE AWAIT
DGkoll'C] ‘ Commerce

Be Legendary.”
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WEBSITE TRAFFIC = TRAVEL INTENT

» Traffic to NDtourism.com +52% from 2019

* [ncreases among all channels: organic, paid search and digital
advertising, referrals, emails and social



Presenter
Presentation Notes
Our first 10 days of the new year, we’re seeing site traffic 20% higher than a year ago. 90% of website visitors are new users.
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BUSINESS PARTNER TESTIMONY

* Jim Poolman, Hospitality business owner
» Charley Johnson, Fargo Moorhead West Fargo CVB
» Dave Achtenburg, Regency Hotel Management
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TOURISM SUPPORTS SMALL BUSINESS

= More than 3,000 businesses
» Employing over 42,000 North Dakota citizens

$522 $900 $593 $383 $522
MILLION MILLION M'LILN'ON MILLION MILLION
IN RETAIL
IN LODGING 'N FOOD AND TRANSPORTATION L)l ke el

BEVERAGE




REQUESTED ACTIONS

Tourism/Marketing
= $461,000 base increase up 3.6%

= $2 M increase — one time for
destination marketing

= $200,000 for visitor services
enhancements and brand
activation

NORTH
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Presenter
Presentation Notes
Submit written testimony – or sign up for zoom link for formal testimony 


CONTINUED
ECONOMIC RESILIENCY
AND DIVERSIFICATION

ECONOMIC DEVELOPMENT AND FINANCE
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2020 IN REVIEW

» Revamped economic development approach
= 100 primary sector projects - $2 B

" [ntermodal

= $50 M in start up and innovation funding

" [nnovation platform

= UAS & VANTIS




MINOT INTERMODAL FACILITY

» Game changer for the
ag industry in ND

= Average shipper saves
20-25%

» Huge recruitment tool

for Minot

NORTH
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INVESTING

= | [FT

" [InnovateND
= NDDF

= FD|




INNOVATION PLATFORM

* Plug and Play
= 40 top-tier startups per SNSRI

year ——
= Intelligent ag

M e
S PSR .

L0 e s
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PARTNER TESTIMONY

= Eric Bartsch, AGT

= Sean Carrol, Access Point Technology

= Patty Post, Checkable Medical

= Tyler Demars, Center for Technology and Business
= Ron Ness, ND Petroleum Councll

= Tom Swoyer, UAS Grand Sky

= Nick Flom, Test Site

= Connie Ova, Jamestown EDC



RESEARCH DEVELOPMENT TESTING TRAINING FLY HERE. FLY NOW.
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THOMAS SWOYER, JR.

- PRESIDENT
| . Grand Sky Development
Company, LLC

G RAN D S KY - swoyert@grandskynd.com ff%

AMERICA’S.-GOMMERCIAL UAS PROVING GROUNDS

-~

e — T "“ @GrandSkyND
S e GrandSkyND.com

-.

| FLY HERE. FLY NOW.



IN 2019

NORTHERN PLAINS
UAS TEST SITE

FLIGHTS

3,677 flights
388.6 hours

™

11 FLIGHT
PROJECTS

Reliable Robaotics,
SkySkopes Edison,
CBP, Toyota, DOD
UTM, IPP, Flood Support,
UPP, HUBNet, KittyHawk
Heaviside, KittyHawk

Flyer
DID Y[]U [1]7 I]IFFEHENT AIRCRAFT
PERATED
KNOW? o0 oo
The biggest
NPUASTS just one weighed oﬂo
surpassed 1000 nearly 800
hours of flight . pounds!
operations!

CA-ND-NV

Ops conducted in 3 H e
states! Xcel Energy 2 walvers, —
operated in more states 3 CO AS —
than we did this vear. .

acquired \/
%( l \ | this year.

APPROVALS

NORTH

Northern Plains UAS Test Site
OPERATIONS

OPERATIONS
IN 2020

NORTHERN PLAINS
UAS TEST SITE

2,192 flights =
422.6 hours 504

FLIGHTS : \

ACROSS THE GLOBE

UAS flights totaled enough mileage
for a trip from Grand Forks to

Sydney, Australia!

NATION'S FIRST BVLOS NETWORK

Turnkey support for commercial and public
UAS operators. North Dakota industries,
including oil and gas, electric utilities,
agriculture, and medical services will benefit
from reduced costs, increased efficiency, and
enhanced safety.

%VANTIS

UPGRADED FLEET
Added 14 3@? T
aircraft, 8

rotorcraft, ?;fa?"o A
5 fixed wing, :

and 1 hybrid. '

in 4 states by

NORTH DAKOTA, CALIFORNIA,
NPUASTS and
our clients

NEVADA & TEXAS
safely

Ops conducted

Impressions: 405,844
Interactions: 131,930

FLOOD ASSISTANCE

DOT support during 2020 flood

Social Media

00

|
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Northern Plains UAS Test Site

&V L3HARRIS” 2o

FAST FORWARD airtonomy

N
NORTHROP
GRUMMAN \SﬁRA

@ Xcel Energy-

The FAA's Center of Excellence for UAS Research

XASSURE BEYOND

Alliance for System Safety of UAS through Research Excellence

NORTH

DG kO.I-G | Commerce

Be Legendary.”




NORTH

DCIkO'I'CI | Commerce

Be Legendary.”

NORTHERN PLAINS UAS TEST SITE

Total Funding by Category

Total Funding

56,000,000.00
$8,339,615.00
55,000, 000,00
54,000,000.00
B Equipment
53,000,000.00 B Subs
Operating

Salary & Benefits
52,000,000.00

a47%
51,000,000.00 T8k

m Appropriations m Contracts o
Appropriations Contracts
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VANTIS

Functional Architecture
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VANTIS

® WILLISTON
® WATFORD CITY

North Dakota




VANTIS

-
$120,000,000

$100,000,000

S0 ¢

$80,000,000
$60,000,000
$40,000,000 I
$20,000,000
1l |

Revenue Potential - North Dakota SWN

¢

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

—Upper - Lower «Nominal

Vantis Service Usage per Area

Bismarck

/ 8.5% Grand Forks
N 6.4%
Rural I:rea h G - Minot
19.6% . sa%

West Fargo

TH
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4.3%
Other Cities .
32.0% Williston
\ 3.3%
E Mandan
2.6%
Dickinson
0.9% 2%
Vantis Revenue per Area .
Bismarck
Fargo 2.7%
4.3%
/_ Grand Forks
. / 2.1% Minot
- / 1.7%
Rural —_—
e ;’:3 = \ﬁwmiston
. 1.1%
Other Cities West Fargo :
1.4%
Mandan
0.8%
Dickinson
0.9%
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REQUESTS
= $30 M from = $20 M from = §7 M from
Legacy Fund Legacy Fund Legacy Fund
earnings to LIFT earnings for earnings for
beyond visual Northern Plains
ine of sight UAS Test Site

(VANTIS)
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Be Legendary. Department of Commerce
Organizational Chart

Doug Burgum
Governor

-

-

Shawn Kessel
Interim Commissioner

~N

J

Shawn Kessel
Deputy

Commissioner

)
)

Tammy Heick
Executive Assistant

Sherri Frieze
Executive Assistant
Boards & Commissions

Bonnie Malo Josh Teigen
Community Services Economic Development
Director & Finance Director

James Leiman
Strategic Initiatives &
Special Projects
Director

Katie Ralston
Workforce Development
Director

Sara Otte Coleman
Tourism Director

1/22/2021
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Administration Organizational Chart

Finance

Shawn Kessel
Deputy Commissioner

HR/Payroll

Grants/Procurement

Information Technology

-

Celeste Engelhard
Lead Fiscal Officer

Lori Nitsch

SEP/Grants Contract Officer

Michelle Halone
Account Budget Specialist

~N

Ve

-

Megan Reis
Account Budget Specialist

~N

Denise Faber
HR & Payroll Specialist

J

Gabrielle Proffitt
Program & Grants
Specialist

Peggy Weiss
Database and Computer
Specialist
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Division of Economic Development & Finance

Organizational Chart

Josh Teigen
Division Director

Joleen Leier
Executive Assistant

Business/Community Development Research Innovation/ND Development Fund

Maria Effertz Hanson ( Joseph Mwagura é
Community/Economic et Economic and Market

Development Lead Research Analyst

Vacant (Advertising)
Head of Investment &

Manager

Don Hochhalter

Hannah Lange

Oil and Gas NDDF Venture and Credit
Business Development Analyst
Manager

. Innovation
b [
( Kevin Sonsalla ) ( Vacant (Advertising) ) ( Kevin Iverson (
\_/alue-Added Ag Community Census Manager Carla Valentine
Business Development E t Liai Program Manager
Manager L ngagement Liaison
I | I .
Dave Lehman Vacant (Advertising) Joe Cicha Cortnee Jensen
Advanced Manufacturing Community Census Specialist IP and Commercialization
Business Development Engagement Liaison Developer
Manager Y, I\ | ~
~N
Jessica Nygaard
Vacant (Advertising) NDDF Lead Finance
Aerospace/UAS Business Manager
Development Manager I J/
Jonathon RUSSO Vacant (Advertising)
Value-Added Energy NDDF Venture Financing
Business Development Manager
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Division of Workforce Development
Organizational Chart

Katie Ralston
Division Director

|

|

Vacant (Interviewing)
Workforce Projects
Coordinator

|

|

Ryan Volk
Senior Program Officer

Kerri Kraft
Work-based Learning
Program Coordinator

|

J
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Division of Community Services
Organizational Chart

Bonnie Malo
Division Director

Energy Efficiency CDBG CSBG/HOME
4 Bruce Hagen
- Weatherization Tonya Forderer Rikki Roehrich
Program Manager, CDBG/ESG/NDHG/NSP CSBG/Ren Zone
Bldg. Codes, 3 Party Program Manager Program Administrator
Inspection, WX, ADA
-
/
|| Rory Hoffmann Keiara Lesmeister Vacant (Transfer)
Program Administrator, CDBG/ESG HOME Program
Manuf. Home Install. Program Administrator Manager
Program, SAA, WX

Edward Swiontek (Transfer)
* Americans with Disabilities Act (ADA) HOME Program

« Community Development Block Grant (CDBG) Administrator

* Emergency Solutions Grants (ESG)

* Home Investment Partnership Program (HOME)

« State Administrative Agency for Manufactured Homes (SAA)
« Community Service Block Grant (CSBG)

* Renaissance Zone (Ren Zone)
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Division of Tourism and Marketing
Organizational Chart

Sara Otte Coleman
Division Director

[ ! [ |

4 4 )
Mike Jensen Heather LeMoine Kim Schmidt Tricia Miller Janice Fuhrman
Outdoor Promotions Marketing and Research Public and Media Digital Systems Manager Visitor Support and
Manager L Manager Relations Manager 9 Y g Services Assistant
I - | J
g K ( 4 ) I
Fred Walker
Global Penny Blotsky Alicia Jolliffe Cassie Theurer
Marketing Manager Marketing Specialist Social Media Specialist Digital Asset Specialist
- | o I J
b c inah 4 4 N
eanne Cunningham . . . James Pursley
Group Travel (;hns Addlson - Kfayla_ Finley - Content Development
Marketing Manager Graphic Design Specialist Communications Specialist Specialist

- - J
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MEMORANDUM

TO: Commissioner Michelle Kommer

ccC Celeste Engelhard, Accounting Manager
FROM: Deputy Commissioner Shawn Kessel
DATE: November 1, 2019

RE: Control Enhancements

As you know, our most recent audit identified opportunities for improvement in our control
environment. We have thoroughly reviewed the audit report to identify appropriate control
enhancements. Please see the Department of Commerce’s action plan, below.

FINDING 19-01 “CIRCUMVENTING PROCUREMENT GUIDELINES”
Audit Issue (pg. 2 of Audit Report)

“These contracts should have been treated as one contract for services and allowed for contractor
competition following the Office of Management and Budget (OMB) procurement requirements.”

Commerce Position

“We disagree with the finding that the Department “violated state law by circumventing procurement
requirements related to the ‘Be Legendary’' logo and overall brand refresh. As correctly stated in the
audit report, the value of this contract was $9,500, and as such, did not require a competitive bid
process under procurement rules. Contract deliverables were met prior to the contract being completed.
Subsequently, temporary workers were hired to perform work that was connected to the brand refresh
but was separate from the contract deliverables. We acknowledge there was overlap in the time frame
of the contract and the temporary employment as the final contract payment was made in November
2018, and the temporary employees began employment with the Department in October 2018. After
the hiring of the temporary employees, the OMB Procurement Office was consulted, and steps were
taken to ensure the contract was appropriately terminated after final payment. The Department will
ensure there (s a clear separation between contract deliverables and temporary employment
arrangements in the future and that all procurement requirements are followed.”

As stated above, there were two separate workstreams: one to create the website design, or “frame,”
and the other to develop content for the website, which required additional resources. While we
acknowledge these efforts were related, there was no overlap with the original contract, and we
believe Commerce properly complied with OMB Purchasing Guidelines. Commerce also followed
state hiring practices and generally accepted employment law principles in treating those hired for
the second workstream as temporary employees.
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ACTIONS INITIATION CONCLUSION
1. Conduct mandatory training on procurement guidelines Q12020 (ANNUALLY)
at least once during the biennium, at an All Staff
Meeting
2. Require at least one member of each of Commerce'’s Q4 2019 Q2 2020

four divisions become Level 3 procurement trained
-Hiring in Workforce & DCS has slowed compliance along
with OMB cancelling May Level 3 & 4 training

3. Include procurement training as part of the on-boarding Q12020 (ONGOING)
process for all new Commerce employees.
4. When a program/contract transitions from one Q4 2019 (ONGOING)

Commerce division to another Commerce division, a
review of contract deliverables between division leads
shall take place within 15 days of the transfer.
5. Commerce procurement designee will attend a senior Q4 2019 (ONGOING)
team meeting at least once per quarter and provide an
update, sufficient to meet senior team expectations, on
staff trained in procurement, active procurement
processes and a list of open contracts that were
procured.
6. All contract related approvals shall have timely Immediately (ONGOING)
documentation and contract deliverables will be
acknowledged in writing.

7. Commerce will consult/review level 3+ procurement Immediately (ONGOING)
processes with OMB liaison.

8. Commerce will consult/review level 4 procurement Immediately (ONGOING)
processes with OMB procurement staff.

9. Review, revise & communicate Financial Policies as Q4 2019 Q2 2020

necessary to implement these enhanced controls, and
communicate, train as necessary.

FINDING 19-02 “VIOLATION OF APPROPRIATION AUTHORITY"

Audit Issue (pg. 5 of Audit Report)
"..violated their appropriation authorized in the 2017 Session Laws by improperly charging $853,908
to the wrong biennium.”

Commerce Position

The Department of Commerce agrees with the recommendation and acknowledges that these
expenditures should have been charged to the 2019-21 biennium rather than the 2017-19 Biennium.
The Department will strengthen internal controls and implement procedures to ensure in the future
expenditures are properly allocated to the correct biennium.
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As acknowledged, this was a timing error related to payment for agreed-upon work on an
infrastructure project at Grand Sky UAS park — a project that was funded by the Legislature and had
been delayed by weather. The Department made the correct payment to the correct party at the
incorrect time, and Commerce has since implemented changes to prevent it from happening again.
Ultimately, the funds went to the Legislature’s intended purpose, and no party received undue
benefit. Funding for infrastructure projects often comes with continuing appropriation authority, or
“carryover” authority, which allows the funding to be carried into the next biennium in case of
construction delays. That carryover authority was not in place for this project. Commerce will request

such authority in the future to prevent this from happening again.

ACTIONS INITIATION CONCLUSION
1. Educate all involved parties regarding Office of Q12020 Q2 2020
Management & Budget policies and procedures relating
to the "allow-back period”, including and especially
partners affected by the appropriation.
- The following email was distributed to all Commerce Staff.
The State financial system will be shut down July 29-30, 2020 for fiscal year
end processing.
e Payments cannot be processed during this time so plan ahead.
e  Please have all payment requests and invoices submitted to fiscal
staff by July 15, 2020.
e AllJune travel must be submitted for reimbursement by July 15,
2020. *Please see policy below.
e  Remember goods and services paid with Fiscal Year 2020 funds
need to be delivered by June 30, 2020.
e  Please be cognizant of P-Card charges made in late June. The charge
must be on your June statement in order to use FY20 funds.
*Submitting Travel Expense Voucher
All Travel Expense Vouchers (SFN 52785) must be submitted
within 60 days of the end of the month for which
the travel is being claimed.
Travel Expense Vouchers for June must be submitted by July 15
so they can be paid during the fiscal year in which they are incurred.
Please share the July 15, 2020 deadline with any vendors, partners or sub-
grantees that you may be working with, so they can submit June invoices or
payment requests timely. This will ensure they are paid prior to shut down.
M. Halone also reviewed the allow-back procedure at the July 15, 2020
Commerce Huddle
2. Request continuing appropriations authority for all grants 67" Leg. Session ~ (ONGOING)
designated by the Legislature to the Department of
Commerce.
3. Request continuing budget authority pursuant to North >67" Leg. (ONGOING)

Dakota Century Code Section 54-44.1-11 if complications Session
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arise (i.e. construction delays) where the Department
does not have continuing appropriations.
4. Review, revise & communicate Financial Policies as Q4 2019 Q2 2020
necessary to implement these enhanced controls, and
communicate, train as necessary.

FINDING 19-03 “NONCOMPLIANCE WITH CONTRACT REQUIREMENTS”

Audit Issue (pg. 6 of Audit Report)

*...did not monitor contract deliverables of an entrepreneurial contract with a total cost of $253,921. As
a result, contract payments totaling $123,750 were made to unapproved subcontractors. Further,
$23,448 of these payments were not supported by progress reports.”

Commerce Position
“We disagree with the finding that the Department did not monitor contract deliverables and that
contract payments were made to unapproved subcontractors.

The auditor’s report indicates that the following contract deliverables were not met:
- CONTRACTOR must submit sub-contractors to state for approval with proof of sustainability
of developed programming/positions.
- Sub-contractor progress reports must be reported in CONTRACTOR quarterly required reports.

The auditor’s report indicates that the "The Department did not approve subcontractors...as required
by the contract.” The Department did provide approval for sub-contracts, however, this approval
occurred verbally, as verified by the previous contract manager and vendor. The auditor's report
indicates that unsupported payments were made to unapproved subcontractors. As noted, the
Department verbally approved subcontractors, hence disagrees payments were made to “unapproved”
contractors. The Department has implemented contract monitoring procedures to ensure appropriate
documentation is secured in advance of payment for all future contracts.”

As stated above, subcontractors were verbally approved as allowed for in the contract, and no
payments were made to unapproved subcontractors. Commerce specifically reconciled the
subcontractor billing with the aggregated billing to ensure that no one was overpaid or underpaid.

ACTIONS INITIATION CONCLUSION
1. When a program/contract transitions from one Q4 2019 (ONGOING)
Commerce Division to another Commerce Division, a
review of contract deliverables between division leads
shall take place within 15 days of the transfer.
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2. All contract related approvals will have timely Q4 2019 (ONGOING)
documentation and contract deliverables will be
acknowledged in writing.

3. A report of any charges to be made during the “allow- July 2021 (ONGOING)
back period” will be provided to the Office of
Management and Budget and Attorney General's
Liaison for review prior to formal submission

4. Review, revise & communicate Financial Policies as Q4 2019 Q2 2020
necessary to implement these enhanced controls, and
communicate, train as necessary.

FINDING 19-04 “LACK OF INTERNAL CONTROL SURROUNDING APPROPRIATIONS”

Audit Issue (pg. 7 of Audit Report)
"...identified $853,908 charged to the wrong biennium.”

Commerce Position

The Department of Commerce agrees with the recommendation and acknowledges that these
expenditures should have been charged to the 2019-21 biennium rather than the 2017-19 biennium.
The Department will strengthen internal controls and implement procedures to ensure in the future
expenditures are properly allocated to the correct biennium.

As acknowledged, this was a timing error related to payment for agreed-upon work on an
infrastructure project at Grand Sky UAS park — a project that was funded by the Legislature and had
been delayed by weather. The Department made the correct payment to the correct party at the
incorrect time, and Commerce has since implemented changes to prevent it from happening again.
Ultimately, the funds went to the Legislature’s intended purpose, and no party received undue
benefit. Funding for infrastructure projects often comes with continuing appropriation authority, or
“carryover” authority, which allows the funding to be carried into the next biennium in case of
construction delays. That carryover authority was not in place for this project. Commerce will request
such authority in the future to prevent this from happening again.

ACTIONS INITIATION CONCLUSION
1. Work with vendors to assure invoices accurately reflect Q12020 (ONGOING)
the month that the vendor issued payment for the
service.
2. A report of any charges to be made (invoices to be July 2021 (ONGOING)

submitted) during the “allow-back period” will be
provided to the Office of Management and Budget and
Attorney General’s Liaison for review prior to formal
submission
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3. All temporary employee arrangements will be reviewed Immediately (ONGOING)
by the Commerce Attorney General liaison prior to
execution, if they are expected to work for longer than
six months.

4. Commerce will schedule a quarterly meeting to review Nov. 2019
matters related to procurement with the Attorney
General's office

5. Review, revise & communicate Financial Policies as Q4 2019 Q2 2020
necessary to implement these enhanced controls, and
communicate, train as necessary.




REQUEST/RECOMMENDATION COMPARISON SUMMARY

601 Department of Commerce

Biennium: 2021-2023

Expenditures Legislative 2021-2023 Requested 2021-2023 Executive
Prev Biennium Base Requested Budget Recommended Recommendation
Description 2017-2019 2019-2021 Incr(Decr) | % Chg 2021-2023 Incr(Decr) | % Chg 2021-2023
By Major Program
Commerce Administration and Support 4,365,925 5,488,754 (1,048,254) (19.1%) 4,440,500 (959,365) (17.5%) 4,529,389
Morth Dakota Tourism 12,606,719 12,933,354 (1,828,104) (14.1%) 11,105,250 461,156 3.6% 13,394,510
ND Workforce Development 4,325,600 5,498,612 (117,618)  (2.1%) 5,380,994 909,529 16.5% 6,408,141
Economic Development and Finance 20,965,208 11,880,824 5,858,868 49.3% 17,739,692 8,928,479 75.2% 20,809,303
Division of Community Services 43,592,999 51,188,470 7,915,190 15.5% 59,103,660 (365,435) (D.7%) 50,823,035
Total Major Programs 85,856,451 86,990,014 10,780,082 12.4% 97,770,096 8,974,364 10.3% 95,964,378
By Line ltem
Salaries and Wages 11,646,114 13,217,286 (172,430)  (1.3%) 13,044,856 (275,425) (2.1%) 12,941.861
Operating Expenses 13,793,460 14,873,203 (2,013,355) (13.5%) 12,859,848 2,055,986 13.8% 16,929,189
Grants 50,389,468 52,638,527 6,343,803 12.1% 58,982,330 643,803 1.2% 53,282,330
Discretionary Grants 1,107,046 2,150,000 (600,000) (27.9%) 1,550,000 (600,000) (27.9%) 1.550,000
Flood Impact Loans/Grants 351,193 0 0 0.0% 0 (1} 0.0% 0
Grants-Tribal Colleges 498,200 0 0 0.0% 0 0 0.0% 0
Agric. Products Util. Comm. (APUC) 2,282,513 0 0 0.0% 0 0 0.0% v}
Morth Dakota Trade Office 2,000,000 1,600,000 0 0.0% 1,600,000 (850,000) (53.1%) 750,000
Partner Programs 1,939,845 1,562,531 (234,380) (15.0%) 1,328,151 o 0.0% 1,562,531
Entrepreneurship Grants 1,848,612 948,467 (543,556) (57.3%) 404,911 o 0.0% 948,467
CARES Act Funding - 2020 0 0 8,000,000  100.0% 8,000,000 8,000,000  100.0% 8,000,000
Total Line ltems 85,856,451 86,990,014 10,780,082 12.4% 97,770,096 8,974,364 10.3% 95,964,378
By Funding Source
General Fund 31,035,415 32,866,722 (4,930,008) (15.0%) 27,936,714 532,048 1.6% 33,398,770
Federal Funds 42 995,228 44,040,415 15,710,091 35.7% 59,750,506 8,111,877 18.4% 52,152,292
Special Funds 11,825,808 10,082,877 (1) 0.0% 10,082,876 330,439 3.3% 10,413,316
Total Funding Source 85,856,451 86,990,014 10,780,082 12.4% 97,770,096 8,974,364 10.3% 95,964,378
Total FTE 66.40 61.80 0.00 0.0% 61.80 (3.00) (4.9%) 58.80




Federal Funding Relating to COVID - 19

Available
CRF funding received through OMB Total

S 109,179,000.00
Tech Skills $  1,000,000.00
ERG S 68,679,000.00
HERG $ 29,000,000.00
HERG Plus S 8,000,000.00
MEAP $  2,500,000.00

COVID-19 Federal Funding Available

$2,500,000.00  $1,000,000.00
$8,000,000.00

. TechSkills = ERG ®m HERG ®m HERGPlus ®m MEAP



NORTH

DCIkO‘I‘CI l Commerce

Be Legendary.”
I

3RP IN

NATION

IN RURAL
CONTRIBUTION

TO STATE
GDP

MORE THAN

15,000

RURAL BUSINESSES
EMPLOY

134,396

2"° IN

NATION

RURAL ANNUAL
COMPOUND

GROWTH RATE
(2010-2018)

SOURCES: U.S. Bureau of Economic Analysis and
Labor Market Information Center, Job Service

North Dakota, QCEW Unit

RURAL DEVELOPMENT COUNCIL

RURAL DEVELOPMENT COUNCIL (RDC)

The RDC is charged with facilitating collaboration among governments and the
private and nonprofit sectors in the planning and implementation of programs
and policies that have an impact on rural areas of the state. Members also
monitor, report and comment on policies and programs aimed at addressing
the needs of rural areas of North Dakota. The RDC unites the state’s private and
nonprofit sectors with state, federal, local and tribal governments to strengthen
rural America.

THE RDC AND NORTH DAKOTA COMMERCE
DEPARTMENT

In 2020, Commerce and the RDC prioritized and advanced several rural incentive
and economic efforts. Much of this work was completed by the Commerce Main
Street Initiative (MSI) team in collaboration with other state and private entities,
maximizing resources and time.

Main Street Community network:
» Provides support and technical assistance to more than 230 people from
80 Main Street communities across North Dakota.
« Continues one-on-one visits with existing and new Main Street
communities along with education, joint convenings and online resources.

Partners in Planning (PiP) Grant Program:

*  Empowers communities to proactively plan their futures through
comprehensive planning, economic development/diversification strategic
plans or economic recovery plans.

» The PiP is a result of dialogue with the RDC and recommendations to
support community planning efforts and the creation of actionable plans.

MSI Community Vibrancy Grant Program:
» Supports local efforts to increase community vibrancy with seed funding
for a small project.
* Builds momentum and inspires additional projects with improved quality of
life, attracting and retaining workforce and enhancing community pride.

Supporting statewide COVID-19 efforts:

* Implemented and conducted research and outreach education tools were
undertaken supporting communities, small businesses and state leaders.

» COVID-19 webinars providing information for businesses and stakeholders
across North Dakota, including resources available for small businesses,
social distancing aspects and resources for businesses in rural areas related
to online marketing.

» A business impact survey, conducted in partnership with the Greater Fargo
Moorhead EDC, helped measure the impact of the pandemic on local
businesses and gauge their needs and understand how to best direct
resources.

UPDATED 01/07/2021



2020-2021
APPOINTED

MEMBERS

Teran Doerr of Bowman, executive

director of the Bowman County
Development Corp.

Janne Myrdal of Edinburg, a
farmer and state senator

Luke Anderson of Forman,
a farmer with Anderson Seed
Farms Inc.

Gwendolyn Crawford of
Kathryn, Lisbon auditor and
economic development director

Jay Doan of McKenzie, a
rancher with Black Leg Ranch

Antoinette Heier of Hazen,
executive director of the Hazen
Chamber of Commerce

Megan Laudenschlager of
Minot, executive director of
Strengthen ND

Lindsey Lipp of Casselton,
associate scientist in process and
product design at Aldevron

Dawn Mandt of Grafton,
executive director of the Red
River Regional Council

Joyce “Jt” Shining One Side
of Dunseith, an educator at
Dunseith Public School

Daniel Stenberg of Watford
City, McKenzie County economic
development coordinator

Shawn Wenko of Williston,
director of the Williston
Economic Development Corp.

Locations of Rural Development Council members.
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Economic Development Ecosystem Mapping:

» The Economic Development Ecosystem Map provides a spatial
representation of entities that do economic development work in
North Dakota at the local,
regional and state levels.

» The project emerged out of
an RDC recommendation to
document the organizations
that support economic
development work in North
Dakota.

North Dakota New Development Budgeting Calculator (ND2C):
» The ND2C assists communities in estimating the long-term costs of new
development with a specific focus on infrastructure.
» The technology helps communities understand the magnitude of a
project’s fiscal impact and compare infill vs. greenfield development
more easily.

LOOKING AHEAD TO 2021

Continuing the strong momentum of the past year, future recommendations
focus on communicating and developing strong networks between rural
communities and regional and state leadership; advocating for opportunities
in rural North Dakota; and providing resources and education to support
smart, efficient instruction and continued quality of place.

THE FIVE FOCUS AREAS FOR 2021

COMMUNICATE
THE VALUE

BUILD
CAPACITY
— SUPPORT
COMMUNITY
CONVERSATIONS

STABILIZE
RURAL

DEVELOPMENT INVEST IN
FUNDING INFRASTRUCTURE,

QUALITY OF LIFE
SERVICES AND
HIGH-PAYING JOBS

For more information, contact Shawn Kessel at skessel@nd.gov
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PEOPLE
IMPACTED BY
CDBG AND
CSBG

12,