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Minutes:

. Chairman Mutch opened the hearing on Senate Bill 2032. All Senators were present.

Senator Tony Grindberg introduced the bill. This bill relates to a department of career and
technical education cooperative work experience program that can help enhance our state’s
economy. Some of the topics covered in this bill include image building, internal and external
marketing, assistance for local economic development, international marketing,
commercialization and tech transfer. There are two bills, the interim committee felt it was
important to modify the Centers of Excellence language that was adopted two years ago. The
Executive Branch chose to mirror that language in the Commerce budget. There is a group of
House and Senate members who are working on proposed amendments along with the State Tax

Department. He passed out a handout to committee members that gives a comparison on what
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was adopted last session with Centers of Excellence and what was adopted in the interim
committee.

Senator Heitkamp: Why are the legislative members nonvoting members on-the Centers of
Excellence Commission?

Senator Grindberg- The legislature should be represented, but the decision making should be

left with the Board of Higher Education appointees and Commerce appointees.

Jennifer Clark, Legislative Council delivered a handout to comnﬁttee members. See attached.
Senator Krebsbach- Didn’t we repeal the Myron G. Nelson fund a couple ses;sions ago?
Jennifer- There was a transition, but the law wasn’t repealed.

. Senator Krebsbach- Would we be setting up a new division within the Department of
Commerce for the International Trade Division and the targeted industry?
Jennifer- There would a be a new division for international trade, targeted industries would be
under the Department of Commerce.
Senator Heitkamp- Where in here would I find the new accountability measures?
Jennifer- This is not an accountability bill.
Senator Heitkamp- So, we are setting up new government with no accountability measures?
Senator Mutch- There are a lot of areas in here that relate to legislative studies on new ventures
for the Department of Commerce to pursue and develop.
Senator Klein- [ don’t think we would be looking for accountability in all of the reports.
Jennifer- One of the reasons we have so many reports following the interim is to follow-up on

. the activities to determine if they were successful.
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Senator Heitkamp- That would be under the review of the legislature, unless it is specifically
defined.

Representative Ole Aarsvold- During the past year, some constituents were disqualified from
the state capital investment tax credit, because it ran out 3 days after their application was
accepted. We need to acknowledge the people who have made investments in the past, but did
not get the investment credit available to them. An amendment to the bill would make the
feature retroactive to investors who put forth significant amounts of money to improve the
industrial capacity of the state.

Senator Klein- This is going against what you guys are saying about limits, the amount of
money. Where is the accountability? Where do we draw the line, and how do we justify that?
Rep. Aarsvold- Iam not suggesting an additional appropriation or limit. We need to maintain

the limits we have acknowledge those investors retroactively.

Lee Peterson, Commissioner of the North Dakota Department of Commerce appeared in
support of the bill. See attached testimony.

Senator Heitkamp- In the middle of the last biennium, there was an emphasis from the
Governor’s office and your office on economic accountability as we completely revamp what
economic development does in ND. This bill has a huge price tag, why are we attaching
accountability measures to it.

Lee- The only incentive is the investment tax credit.

Senator Heitkamp- You’re spending a lot of money, there’s incentives in there somewhere.
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Lee- It is our understanding that there are several accountability bills in the legislature. We have
in place at the Dept. of Commerce: community development block grants, ND development
fund, and Ag products utilization commission. Each one has accountability measures that
produces a report.

Senator Heitkamp- What you be adverse in putting into this bill the proposals that both you and
governor forwarded in terms of the content?

Lee- Accountability measures may be attached to this bill, but they may need to be different than
the accountability bills with financial incentives.

Tax Commissioner Rick Clayburgh addressed an issue regarding state capital tax credit. The
Tax Department would be willing to discuss ideas with the committee on this bill and the Ag

Credit bill.

Mark Nesbit, Committee Chairman of the Centers of Excellence- See handout.

Senator Espegaard- Tell us about the accountability measures you have in place.

Mark- We work on behalf of the citizens of this state and working to improve the economic
climate of the state. The community has to be supportive and there has to be private sector
involvement. The university system has to believe that this will be a viable center of excellence
and will go back to individual committees and the joint committee.

Senator Mutch- Could you give an explanation on the compliment of the foundation you
referred to?

Mark- The foundation is self financed and is a compliment to the Dept. of Commerce. We

would like to develop some continuity, and involve private sector individuals.
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~ Senator Mutch- Is this foundation totally privately funded?

Mark- Yes it is.
Senator Espegaard- There were no state funds, correct?
Mark- Correct. We are working at educating people on the benefits of living and working in

ND.

Robert Potts, Chancellor of the ND University System proposed amendments to the bill. See
attached testimony.

Senator Espegaard- Do any of the amendments take away the partnerships with the 1/3 private
funding?

. Robert- This would give the discretion for the match to be ;:onsidered 2/3-1/3. 2/3 from the
private sector, and 1/3 from state funding. We are suggesting the commission be given the
authority to set the match requirement. One of the criteria is how large the match will be.
Senator Espegaard- We are creating jobs, but not work. Are you saying the wording is wrong?
Robert- That is correct. The proposal has to meet the criteria as amended with enough
flexibility. Hopefully the proposals that receive funding will have the best potential for success.

Senator Mutch- I notice the Bank of ND may be lending 50 million dollars towards this.

Lietenant Governor Jack Dalrymple appeared in support of the bill. The bill is fine tuning on
the issue of economic development that started 12 years ago with Vision 2000. The devices being
created at the NDSU Research and Technology Park are a win-win situation: education and

._ research takes place while jobs are being created. This is the direction that economic
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development nationwide is heading, we should invest our money into this program. There is 5
million dollars in the Commerce Department budget to be used in the upcoming biennium.
When great economic opportunities arise in the state, there needs to be a sense of urgency. The
commission is made up of people from the Economic Development Foundation Board, which is
made up of experienced CEQ’s. The board will also include members of the State Board of
Higher Education. There should be 3 members from the foundation board, and 3 members from
the State Board of Higher Education. The members of the Senate and House Appropriations
committees will place a final approval on every project. One main question is what source of
funds can be used to pay for this down the road? We have suggested to the Senate
Appropriations Committee that they include an amendment which places the interest income
from the student loan trust fund as a permanent source of funding for future years. The bill has a
2 for 1 funding requirement: $2 from private, $1 from the state. There may be situations where
there is good reason to restructure that with the discretion of the commission. The language of
“science and technology” needs to be made clear; it could perhaps become a limiting factor for
the types of enterprises that could become Centers of Excellence.

Senator Mutch- Does the state take an equity position on the funding issue?

Lt. Govenor Dalrymple-The investing would be similar to what we have today with an
enterprise, there is a limited amount of ways it can be structured.

Senator Nething- Would you prefer that our committee to examine how the commission is made

up?
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Lt. Governor Dalrymple- The interim committee suggested the proposal on the composition of
the commission. We’ve reached a point where people need to express their opinions on the

details.

Tex Hall, Chairman of the 3 Affiliated Tribes on the Fort Berthold Reservation, who
supports the bill for the most part. See attached testimony.

Senator Heitkamp- What amendments would you want to help achieve your goals?

Tex- I think a separate piece of legislation would be the most beneficial. One of the main
concerns is access to capital. In our financial arrangements, we use binding rules of arbitration.
Senator Mutch- Do the amendments address your concern?

Tex- Yes.

Wayne Kutzer, Director of the Department of Career and Technical Education- See written
testimony.

Senator Klein- Were you involved in the creation of this? Are the other entities aware of what
is taking place?

Wayne- [ did not participate in the language creation of the bill.

Senator Klein- So they overlooked the fact you needed this amount of money to make this
work?

Wayne- ] mentioned the cost to the interim committee meeting.

Representative Dawn Charging- Supports the bills. The bills enhance tribal relationships to the

state economic development.
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Linda Belisle, Director of the Central Services Division of Office of Management of Budget-
see attached testimony.

Senator Klein- This is informational and there is not a conflict?

Linda- No, there is not a conflict. We are comfortable with the amendments.

Cheryl Kulas, Director of the Indian Affairs- The main concern is the amendment in Section
4. She has had several conversations with tribal colleges and the proposal to be included with
eligibility for the Centers of Excellence. She supports the creation of business development
throughout the state.

Senator Heitkamp- Did you offer the amendments to the interim committee?

Cheryl- No, they just came about now.

Tom Disselht, attorney with United Tribes Technical College- We did not know about the
text of this bill right away. The amendment would go a great ways in working with the tribes to
make sure their economic development needs are met. The most need is on the reservations
where the lack of training and the level of unemployment are high. In New Mexico, the governor
proposed a new capital fund available to tribes in their state. This is an idea worth considering
for our state for economic development opportunities.

Carol Two Eagle appeared in support of the bill as amended.

Austin Gillette represents the Tribal Council on issues that take place in the session. The intent
of the bill is good, he would favor a Do Pass for the bill.

Senator Heitkamp- We’ve heard about a capital fund, what kind of dollars are taiking about.

We need to figure out what we need to get amendments prepared for.
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Austin- It could be similar to the Magic Fund in Minot, where they review applications and have

discretion,

The hearing was closed. No action was taken.
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Minutes: Chairman Mutch opened the hearing on SB 2032. All Senators were present.

SB 2032 relates to department of career and technical education cooperative work
experience program.

Senator Klein: We had some amendments on this bill.

Senator Espegard : My thoughts on the amendments, was there was three amendments. One
was taking out the legislators, the other was Mr. Potts, who said in smaller schools where they
can’t meet the two to one match, maybe the committee would allow them to go one to one. It
wasn’t a private investment. When we start including private and tribal colleges, I don’t know
that we have a precedent.

Senator Heitkamp : The reason that was in there was for discussion by the committee. I began it
by getting the tribes to come in and ask to be included. If we do that, why would we limit
ourselves? It seems to me that just by having enabling language doesn’t mean that you get a

center of excellence. It just means that you are not excluded from it.
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Chairman Mutch : Have we agreed on the amendments so we can place them on the bill? We
need to get it to Appropriations.

Senator Espegard : It’s enabling legislation and we want to get it moving.
Senator Nething : Did we put on the amendments?

Chairman Mutch : No.

Senator Klein moved to adopt the amendments.

Senator Krebsbach seconded.

Roll Call Vote: 7 yes. 0 no. 0 absent.

Senator Espegard moved a DO PASS AS AMENDED.

Senator Klein seconded.

Roll Call Vote: 7 yes. 0 no. 0 absent,

Carrier: Senator Espegard .
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Amendment to: Reengrossed
SB 2032

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

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |[Other Funds| General |[Other Funds
Fund Fund Fund
Revenues {$250,000) (53,000,000 (81.667.000) ($1,667,000)
Expenditures $610,000 $150,000
Appropriations
1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: [dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Section 1: Venture Capital Investments. (Bank of North Dakota)
Section 4: Centers of Excellence (Bd. of Higher Ed.)

Section 6: Procurement information Web Site. (OMB)

Section 13: Seed Capital Investment Tax Credit{Tax Dept.)

Section 14: Seed Capital Investment Tax Credit{Tax Dept.)

Section 17: Business Climate Initiatives Study (Legislative Council)
Section 21; Insurance and Liability Data Study (Insurance Dept.)
Section 22: Technology Commercialization Study (Bd. of Higher Ed.)
Section 23: Transportation Study (Bd. of Higher Ed.)

Section 25: Tax Study (Tax Dept.)

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capitai
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota's {BND) prior experience and on studies done on a national basis it is anticipated

BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shall request from the industrial Commission a transfer from the




Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.
Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact: Eric Hardmeyer 328-5674

Tax Department
Sections 13&14

Sections 13 & 14: These sections incorporate the Seed Capital Tax Incentive provisions from SB 2018 into this bill.
The following analysis by the Tax Dept. which was used for SB 2018 is therefore referenced:

The provisions relating to the Seed Capital Tax Incentive provisions are expected to decrease state general fund
revenues by $250,000 in FY 05, and $3,000,000 in the 2005-07 biennium. This assumes the caps on the seed capital
investment tax credit are reached. If the caps on the credit are not reached, the fiscal impact will be less.

Contact: Kathy Strombeck 328-3402

*Please note that the aggregate amount of the seed capital investment tax credited is limited to $2,500,000 per
calendar year in the renengrossed bill. The fiscal effect described on page 1 incorporates a cap of $3,000,000 per
biennium which was incorporated in Senate Bill 2018.

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

Bank of North Dakota
Section 19

Section 19: Venture Capital Investments report. No additional fiscal impact.
Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 4,16,20,22&23

Sections 4: Centers of Excellence. The NDUS will incur direct and indirect costs, beyond the general funds
appropriated in the bill, related to the following activities in support of an Economic Development Centers of
Excelience (COE) program, as mandated in the legislation:

+ Establishment of COE program by SBHE

» Provide staff support to the new commission

» Coordinate the preparation of applications from the campuses

* Review of applications by the SBHE

« Preparation of annual reports to be presented to the Governor and foundation

+ Campus administrative costs for managing center(s)

The costs to complete these activities, although significant both individually and collectively, will be absorbed by the
campus and System within current or other externally generated resources. We will not be able to provide a good
estimate of the total fiscal impact, until the number and types of projects have been identified.

Contact: Eddie Dunn, NDSU (701) 231-8494
Section 16: Repeals section 15-10-41 of the Century Code. No additional fiscal impact.

Section 20; Centers of Excellence report. No additional fiscal impact.



Section 22: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additionai
appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The
additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701) 777-6736

Section 23: There is no expected alternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements. Part 2 would cover airports which would require an additional $125,000. Total
cost, not including indirect costs, amount to $360,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Commerce
Sections 3,9,10,&15

Section 3; The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota's alternative and venture capital
investments and early-stage capital funds. It should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type
of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 9: Amends section 57-38.5-01 of the Century Code. No additional fiscal impact.
Section 10;: Amends section 57-38.5-02 of the Century Code. No additional fiscal impact.
Section 15: Repeals chapters 10-30.1 and 10-30.2 of the Century Code. No additional fiscal impact.

Contact, Paul Govig 328-4499

Insurance Department
Section 21

Section 21; Insurance and Liability Data. It is understood the data has already been collected by the Department. No
additional fiscal impact.

Contact: Chuck Johnson 328-4984

Emergency Commission
Section 5

Section 5: Emergency Commission Membership. No additional fiscal impact.

Contact; Al Jagger
328-2992

Legislative Council
Sections 17&18

Section 17: Business climate initiatives study. Fiscal impact is estimated to be $50,000 for the Department of
Commerce.
Section 18: Venture and Risk Capital study. No additional fiscal impact.

Office of Management and Budget



Sections 6824

Section 6: Establish and amintain a procurement information web site. Fiscal impact is estimated to be $150,000.
Section 24: Procurement Assistance report. No additional fiscal impact.

Contact: Linda Belisle
328-3494

Securities Department
Section 2

Section 2: Amends section 10-04-05 of the Century Code. No additional fiscal impact.
Contact: Karen Tyler 328-2910

Tax Department
Sections 7,8,11,12.25

Section 7: Amends subsection 1 of section 57-38-01.2 of the Century Code. No additional fiscal impact.
Section 8: Amends subsection 1 of section 57-38-71 of the Century Code. No additional fiscal impact.

Section 11: Seed Capital Investment Tax Credit. No additional fiscal impact.

Section 12: Seed Capital Investment Tax Year. No additional fiscal impact.

Section 25: Requires the Tax Commissioner to study corporate income taxes and authorizes the Department to
contract with a third party to conduct the study. This will involve additional expenditures, the amount of which is
currently unknown.

Contact: Kathy Strombeck 328-3402

C. Appropriations: E£xplain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The second Engrossment with House Amendments of this bill contains no appropriations. However, the following
appropriations related to this bill are contained within Senate Bill 2018:

Section 6: $150,000-Procurement Information Web Site {OMB)

Section 17; $50,000-Business Climate Initiatives Study (Legislative Council)
Section 22: $50,000-Technology Commercialization Study (Bd. of Higher Ed.)
Section 23: $360,000-Transportation Study (Bd. of Higher Ed.)

*The insurance/Liability Data Study and the Tax Study received no appropriations.

Name: Paul Govig Agency: Department of Commerce

Phone Number: 328-4499 Date Prepared: 04/11/2005




FISCAL NOTE
Requested by Legislative Council
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Amendment to: Reengrossed
SB 2032

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

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |OtherFunds; General |Other Funds
Fund Fund Fund
Revenues ($250,000 {$4,667,000) ($1,667.,000)
Expenditures $610,000 $150,000)
Appropriations
1B. County, city, and school district fiscal effect: identify the fiscal effect on the appropriate political subdivision.
2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Section 1: Venture Capital Investments. (Bank of North Dakota)
Section 4: Centers of Excellence (Bd. of Higher Ed.)

Section 6: Procurement Information Web Site. (OMB)

Section 13: Seed Capital Investment Tax Credit(Tax Dept.)

Section 14: Seed Capital Investment Tax Credit{Tax Dept.)

Section 17: Business Climate Initiatives Study (Legislative Council)
Section 21: Insurance and Liability Data Study (Insurance Dept.)
Section 22: Technology Commercialization Study (Bd. of Higher Ed.)
Section 23; Transportation Study (Bd. of Higher Ed.)

Section 25: Tax Study (Tax Dept.)

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital, funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota’s (BND) prior experience and on studies done on a national basis it is anticipated
BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shali request from the Industrial Commission a transfer from the
Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.




Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact. Eric Hardmeyer 328-5674

Tax Department
Sections 13814

Sections 13 & 14: These sections incorporate the Seed Capital Tax Incentive provisions from SB 2018 into this bill,
The following analysis by the Tax Dept. which was used for SB 2018 is therefore referenced:

The provisions relating to the Seed Capital Tax Incentive provisions are expected to decrease state general fund
revenues by $250,000 in FY 05, and $3,000,000 in the 2005-07 biennium. This assumes the caps on the seed capital
investment tax credit are reached. If the caps on the credit are not reached, the fiscal impact will be less.

Contact. Kathy Strombeck 328-3402

*Please note that the aggregate amount of the seed capital investment tax credited is limited to $2,500,000 per
calendar year in the renengrossed bill. The fiscal effect described on page 1 incorporates a cap of $3,000,000 per
biennium which was incorporated in Senate Bill 2018.

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

Bank of North Dakota
Section 19

Section 19: Venture Capital Investments report. No additionai fiscal impact.
Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 4,16,20,22823

Sections 4: Centers of Excellence. The NDUS will incur direct and indirect costs, beyond the general funds
appropriated in the bill, related to the following activities in support of an Economic Development Centers of
Excellence (COE) program, as mandated in the legislation:

» Establishment of COE program by SBHE

+ Provide staff support to the new commission

* Coordinate the preparation of applications from the campuses

+ Review of applications by the SBHE

+ Preparation of annual reports to be presented to the Governor and foundation

» Campus administrative costs for managing center(s)

The costs to complete these activities, although significant both individually and collectively, will be absorbed by the
campus and System within current or other externally generated resources. We will not be able to provide a good
estimate of the total fiscal impact, until the number and types of projects have been identified.

Contact; Eddie Dunn, NDSU (701) 231-8494
Section 16: Repeals section 15-10-41 of the Century Ccde. No additional fiscal impact.

Section 20: Centers of Excellence report. No additional fiscal impact.

Section 22: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional




appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The

additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701} 231-6542 and Peter Alfonso, UND (701) 777-6736

Section 23: There is no expected alternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements. Part 2 would cover airports which would require an additional $125,000. Total
cost, not including indirect costs, amount to $360,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701} 231-8343

Department of Commerce
Sections 3,9,10,&15

Section 3: The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota’s alternative and venture capital
investments and early-stage capital funds. It should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would inciude some type
of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 9: Amends section 57-38.5-01 of the Century Code. No additional fiscal impact.
Section 10: Amends section 57-38.5-02 of the Century Code. No additional fiscal impact.
Section 15: Repeals chapters 10-30.1 and 10-30.2 of the Century Code. No additional fiscal impact.

Contact: Paul Govig 328-4499

Insurance Department
Section 21

Section 21: Insurance and Liability Data. It is understood the data has already been collected by the Department. No
additional fiscal impact.

Contact: Chuck Johnson 328-4884

Emergency Commission
Section 5

Section 5: Emergency Commission Membership. No additional fiscal impact.

Contact: Al Jaeger
328-2992

Legisiative Council
Sections 17&18

Section 17: Business climate initiatives study. Fiscal impact is estimated to be $50,000 for the Department of
Commerce.

Section 18: Venture and Risk Capital study. No additional fiscal impact.

Office of Management and Budget
Sections 6824



Section 6: Establish and amintain a procurement information web site. Fiscal impact is estimated to be $150,000.
Section 24: Procurement Assistance report. No additional fiscal impact.

Contact: Linda Belisle
328-3494

Securities Department
Section 2

Section 2: Amends section 10-04-05 of the Century Code. No additional fiscal impact.
Contact: Karen Tyler 328-2910

Tax Department
Sections 7,8,11,12,25

Section 7: Amends subsection 1 of section 57-38-01.2 of the Century Code. No additional fiscal impact.
Section 8: Amends subsection 1 of section 57-38-71 of the Century Code. No additional fiscal impact.

Section 11: Seed Capital Investment Tax Credit. No additional fiscal impact.

Section 12: Seed Capital Investment Tax Year. No additional fiscal impact.

Section 25: Requires the Tax Commissioner to study corporate income taxes and authorizes the Department to
contract with a third party to conduct the study. This will invoive additional expenditures, the amount of which is
currently unknown.

Contact: Kathy Strombeck 328-3402

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The second Engrossment with House Amendments of this bill contains no appropriations. However, the following
appropriations related to this bill are contained within Senate Biil 2018:

Section 6;: $150,000-Procurement Information Web Site (OMB)

Section 17: $50,000-Business Climate Initiatives Study (Legislative Council)
Section 22: $50,000-Technology Commercialization Study (Bd. of Higher Ed.)
Section 23; $360,000-Transportation Study (Bd. of Higher Ed.)

*The Insurance/Liability Data Study and the Tax Study received no appropriations.

Name: Paul Govig lAgency: Department of Commerce

Phone Number: 328-4499 Date Prepared: (04/06/2005




Amendment {o:

Reengrossed

SB 2032

FISCAL NOTE

Requested by Legislative Council

03/17/20

05

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

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium.
General |[Other Funds| General |Other Funds| General |OtherFunds
Fund Fund Fund
Revenues {$1,667,000) {$1,667,000)
Expenditures $708,022 $629,272
Appropriations $708,022) $629,272

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium

School School School

Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Section 1: Venture capital investments. (Bank of North Dakota)

Section 5: Develop an American Indian business development office.  (Department of Commerce)

Section 6: Develop an Division of international Trade/Trade Promotion Authority. {Department of Commerce)
Section 13; Complete a technology commercialization study. (Higher Education)

Section 14: Complete an insurance and liability study. (Insurance Department)

Section 15: Complete a transportation study. (Board of Higher Education)

Please note that the estimated expenditures for the 2007-2009 do not include any type of inflation adjustment.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please.
A. Revenues: FExplain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget. '

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota's (BND) prior experience and on studies done on a national basis it is anticipated
BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shall request from the Industrial Commission a transfer from the
Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.
Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whoie, BND and the Trust Fund shall share any additional




revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact: Eric Hardmeyer 328-5674

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

Bank of North Dakota
Section 11

Section 11: No additional fiscal impact.

Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 13 & 15

Section 13; SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional
appropriation of $50,000 in state general funds to UND and NDSU to jointly cocrdinate and prepare the study. The
additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701) 777-6736

Section 15: There is no expected alternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separabie efforts. Part 1 would cover
highway and railroad improvements requiring resources of $360,000. This would include the purchase of the REMI
transportation model. Part 2 would cover airports which would require an additional $125,000. Total cost, not including
indirect costs, amount to $485,000.

Contact. Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Commerce
Sections 3, 4, 5,6, & 12

Section 3: The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota's aiternative and venture capital
investments and early-stage capital funds. It should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type
of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 4; No additional fiscal impact.

Section 5: 2005-2007 & 2007-2009 American indian Business Development Office

Salary and Fringe Benefits for 1 FTE: $105,432
Operating Expenses: $23,840
Total Cost Per Biennium $129272

Section 6. 2005-2007 & 2007-2009



Currently funding for the Division of International Trade/Trade Promotion Authority in the 2005-2007 biennium is
contained within the Governor's Executive Budget (SB 2018). The funding comes from $500,000 in special funds (ND
Development Fund).

The aforementioned costs represent the minimum amount required to operate a Division of International Trade/Trade
Promotion Authority Office. It is estimated that the actual cost to run an effective program would be $1,200,000 per

year. Therefore, the $500,000 of special fund dollars included in the Governor's Executive budget (SB 2018)will be
used to leverage federal and private dollars for the additional amount needed.

Section 12: No additional fiscal impact.
Contact: Paul Govig 328-4499
Insurance Department

Section 14

Section 14; If the Insurance and Liability Study was done by a consuiting firm, the fiscal impact would be
approximately $41,250 plus $2,500 for travel and miscellaneous costs.

If the study was completed in-house, it is estimated that it would require the equivalent of %-1 FTE for six months.
Assuming an average blended cost for staff of $30 per hour and estimating 800-1100 hours, the estimated in-house
cost for the department would be $24,000 to $33,000. Expenses for travel and mailing etc. might be $1,500 to
$2,500.

Contact: Chuck Johnson 328-4984

Legislative Council

Section 10

Section 10: No additional fiscal impact.

Securities Department

Section 2

Section 2: No additional fiscal impact.

Contact. Karen Tyler 328-2910

Tax Department

Sections 7,8,& 9

Section 7: No additional fiscal impact.

Section 8: No additional fiscal impact.

Section 9: No additional fiscal impact.

*Some of the preceding sections could have a fiscal impact on the tax department but because they are difficuit to
accurately define at this point, they will be addressed in testimony to the committee or in amendments or both.

Contact: Kathy Strombeck 328-3402




C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The reengrossed version of SB 2032 includes the following appropriations:

Section 16: $129,272 - American Indian Business Development Office (Department of Commerce)
Section 17: $50,000 - Technology Commercialization Study (Higher Education)

Section 18: $485,000 - Transportation Study (Higher Education)

Section 19: $43,750 - Insurance Liability Study (Insurance Department)

Total: $708,022 General Funds

Note: The $500,000 in special funds for the Division of International Trade/Trade Promotion Authority are not included
in Table 1A for the 2005-2007 biennium since they are contained in the Governor's Executive Budget (SB 2018).

The following sections are assumed to be on-going programs that would require future appropriations in the
2007-2009 biennium,;

Section 5. $129,272 - American Indian Business Development Office {Department of Commerce)
Section 6:  $500,000 - Division of International Trade/Trade Promotion Authority **(Department of Commerce)

Total: $629,272 General Funds

** Note: It is the intent to request a General Fund appropriation in the 2007-2009 biennium for the continuation of the
Division of International Trade/Trade Promotion Authority.

Name: Paul T. Govig Agency: ND Dept. of Commerce
Phone Number: 328-4499 Date Prepared: (03/18/2005




FISCAL NOTE

Requested by Legislative Council
02/22/2005
REVISION

Amendment to: Engrossed
5B 2032

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

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General |[Other Funds| ®General |OtherFunds
Fund Fund Fund
Revenues (51,667,000) (51,667,000
Expenditures $2,708,022 $2,629,272
Appropriations $2,708,022 $2,629,272

1B. County, city, and school district fiscal effect: identify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: [dentify the aspects of the measure which cause fiscal impact and inciude any comments relevant to
your analysis.

Section 1: Venture capital investments. (Bank of North Dakota)

Section 4: Develop a cooperative work experience program. (Career and Technical Education)
Section 6: Develop an American Indian business development office.  (Department of Commerce})
Section 7: Develop an Trade Promotion Authority, (Department of Commerce)

Section 15: Complete a technelogy commercialization study. (Higher Education)

Section 16: Complete an insurance and liability study. (Insurance Department)

Section 17. Complete a transportation study.  (Higher Education)

Please note that the estimated expenditures for the 2007-2009 do not include any type of inflation adjustment.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1. This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota’s (BND) prior experience and on studies done on a national basis it is anticipated

BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shall request from the Industrial Commission a transfer from the



Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.
Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact: Eric Hardmeyer 328-5674

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

Bank of North Dakota
Section 12

Section 12; No additional fiscal impact.

Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 15 & 17

Section 15: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional
appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The
additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701} 777-6736

Section 17: There is no expected alternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements requiring resources of $360,000. This would inciude the purchase of the REMI
transportation model. Part 2 would cover airports which would require an additional $125,000. Total cost, not inciuding
indirect costs, amount to $485,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Career and Technical Education
Sections 4 & 13

Section 4: To implement the cooperative work experience program as delineated in this section, the program would
be modeled after the school to work system. This would include 30 partnerships (school consortiums) across the
state and $30,000 per year to each partnership to fund a coordinators position to support the local effort. The total
cost of the partnerships would then be $900,000 per year in the grants line item. An additional $100,000 per year
would be needed by the Department to contract for statewide oversight and professional development for schools.
The total cost to implement the program within the Department of Career and Technical Education would equal
$2,000,000 for the biennium.

Section 13: No additional fiscal impact.

Contact: Wayne Kutzer 328-2259

Department of Commerce
Sections 3, 5,6, 7, & 14




Section 3; The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota's alternative and venture capital
investments and early-stage capital funds. it should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type
of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 5: No additional fiscal impact.

Section 6: 2005-2007 & 2007-2008 American Indian Business Development Office

Salary and Fringe Benefits for 1 FTE: $105,432
Operating Expenses: $23,840
Total Cost Per Biennium $129,272

Section 7; 2005-2007 & 2007-2009

Currently funding for the Trade Promotion Authority in the 2005-2007 biennium is contained within the Governor's
Executive Budget (SB 2018). The funding comes from $500,000 in special funds (ND Development Fund).

The aforementioned costs represent the minimum amount required to operate a Trade Promotion Authority Office. It
is estimated that the actual cost to run an effective program would be $1,200,000 per year. Therefore, the $500,000

of special fund dollars inciuded in the Governor's Executive budget (SB 2018)will be used to leverage federal and
private dollars for the additional amount needed.

Section 14: No additional fiscal impact.
Contact. Paul Govig 328-4499

Insurance Department
Section 16

Section 16: If the Insurance and Liability Study was done by a consulting firm, the fiscal impact would be
approximately $41,250 plus $2,500 for travel and miscellangous costs.

If the study was completed in-house, it is estimated that it would require the equivalent of %-1 FTE for six months.
Assuming an average blended cost for staff of $30 per hour and estimating 800-1100 hours, the estimated in-house
cost for the department would be $24,000 to $33,000. Expenses for travel and mailing etc. might be $1,500 to
$2,500.

Contact: Chuck Johnson 328-4984

Legislative Council

Section 11

Section 11: No additional fiscal impact.

Securities Department




Section 2
Section 2. No additional fiscal impact.

Contact: Karen Tyler 328-2910

Tax Department
Sections 8, 8 & 10

Section 8: No additional fiscal impact.
Section 9: No additional fiscal impact.
Section 10: No additional fiscal impact.

*Some of the preceding sections could have a fiscal impact on the tax department but because they are difficult to
accurately define at this point, they will be addressed in testimony to the committee or in amendments or both.

Contact: Kathy Strombeck 328-3402

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriafions.

While there are no appropriations within the engrossed bill, it is estimated that the following additional appropriations
will be needed for the implementation of each of the following sections:

Section 4: $2,000,000 - Cooperative Work Experience Program(Career and Technical Education)
Section 6: $129,272 - American Indian Business Development Office (Depariment of Commerce)
Section 15: $50,000 - Technology Commercialization Study (Higher Education)

Section 16: $43,750 - Insurance Liability Study (Insurance Department)

Section 17: $485,000 - Transportation Study (Higher Education)

Total: $2,708,022 General Funds

Note: The $500,000 in special funds fot the Trade Promotion Authority are not included in Table 1A for the 2005-2007
biennium since they are contained in the Governor's Executive Budget (SB 2018).

The following sections are assumed to be on-going programs that would require future appropriations in the
2007-2009 biennium;

Section 4. $2,000,000 - Cooperative Work Experience Program{Career and Technical Education)
Section 6:  $129,272 - American Indian Business Development Office {Department of Commerce)
Section 7.  $500,000 - Trade Promotion Authority **(Department of Commerce)

Total: $2,628,272 General Funds

** Note: It is the intent to request a General Fund appropriation in the 2007-2009 biennium for the continuation of the
Trade Promotion Authority.

Name: Paul Govig Agency: ND Dept. of Commerce
Phone Number: 328-4499 Date Prepared: 02/22/2005




FISCAL NOTE

Requested by Legislative Council
02/17/2005

Amendment to: Engrossed
SB 2032

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

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |[Other Funds{ General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues ($1,667,000) ($1,667.000)
Expenditures $2,708,022] $2,629,272
Appropriations $2,708,022 $2,6290,272

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: [dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Section 1:  Venture capital investments. (Bank of North Dakota)

Section 4: Develop a cooperative work experience pregram. (Career and Technical Education)
Section 6: Develop an American Indian business development office.  (Department of Commerce)
Section 7: Develop an Trade Promotion Authority. (Department of Commerce)

Section 15: Complete a technology commercialization study. (Higher Education})

Section 16: Complete an insurance and liability study. (Insurance Department)

Section 17; Complete a transportation study. {Higher Education)

Please note that the estimated expenditures for the 2007-2009 do not include any type of inflation adjustment.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota's (BND) prior experience and on studies done on a national basis it is anticipated
BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shall request from the Industriai Commission a transfer from the
Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.




—~ Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
. Once the Student Loan Trust Fund has been made whaole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

-

Contact: Eric Hardmeyer 328-5674

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

Bank of North Dakota
Section 12

Section 12: No additional fiscal impact.

Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 15 & 17

Section 15: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional
appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The
additional costs reflect staffing costs and related operating costs. Possibie consulting assistance may also be
necessary.

Contact; Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701) 777-6736

~- Section 17: There is no expected aiternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements requiring resources of $360,000. This would include the purchase of the REMI
transportation model. Part 2 would cover airports which would require an additional $125,000. Total cost, not including
indirect costs, amount to $485,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Career and Technical Education
Sections 4 & 13

Section 4: To implement the cooperative work experience program as delineated in this section, the program would
be modeled after the school to work system. This would include 30 partnerships (school consortiums) across the
state and $30,000 per year to each partnership to fund a coordinators position to support the local effort. The total
cost of the partnerships would then be $900,000 per year in the grants line item. An additional $100,000 per year
would be needed by the Department to contract for statewide oversight and professional development for schools.
The total cost to implement the program within the Department of Career and Technical Education would equal
$2,000,000 for the biennium.

Section 13: No additional fiscal impact.

Contact: Wayne Kutzer 328-2259

. Department of Commerce
. Sections 3,5,6,7, & 14




Section 3: The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota's alternative and venture capital
investments and early-stage capital funds. It should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type
of compensation such as commitment fees, interest rate participations andfor take-out provisions with equity
investments.

Section 5: No additional fiscal impact.

Section 6: 2005-2007 & 2007-2009 American Indian Business Development Office

Salary and Fringe Benefits for 1 FTE: $105,432
Operating Expenses: $23,840
Total Cost Per Biennium $129,272

Section 7: 2005-2007 & 2007-2009

Currently funding for the Trade Promotion Authority in the 2005-2007 biennium is contained within the Governor's
Executive Budget (SB 2018). The funding comes from $500,000 in special funds (ND Development Fund).

The aforementioned costs represent the minimum amount required to operate a Trade Promotion Authority Office. It
is estimated that the actual cost to run an effective program would be $1,200,000 per year. Therefore, the $500,000

of special fund dollars included in the Governor's Executive budget (SB 2018)will be used to leverage federal and
private dollars for the additional amount needed.

Section 14: No additional fiscal impact.
Contact: Paul Govig 328-4499
Insurance Department

Section 16

Section 16: If the insurance and Liability Study was done by a consuiting firm, the fiscal impact would be
approximately $41,250 plus $2,500 for travel and miscellaneous costs.

If the study was completed in-house, it is estimated that it would require the equivalent of %-1 FTE for six months.
Assuming an average blended cost for staff of $30 per hour and estimating 800-1100 hours, the estimated in-house
cost for the department would be $24,000 to $33,000. Expenses for travel and mailing etc. might be $1,500 to
$2,500.

Contact: Chuck Johnson 328-4984

Legislative Council

Section 11

Section 11: No additional fiscal impact.

Securities Department
Section 2




. Section 2: No additional fiscal impact.

Contact: Karen Tyler 328-2810

Tax Department
Sections 8, 9 & 10

Section 8: No additional fiscal impact.
Section 8: No additional fiscal impact.
Section 10; No additional fiscal impact.

*Some of the preceding sections could have a fiscal impact on the tax department but because they are difficult to
accurately define at this point, they will be addressed in testimony to the committee or in amendments or both.

Contact: Kathy Strombeck 328-3402

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. indicate the relationship between the amounts shown for expenditures and appropriations.

While there are no appropriations within the engrossed bill, it is estimated that the following additional appropriations
will be needed for the implementation of each of the following sections:

Section 4: $2,000,000 - Cooperative Work Experience Program(Career and Technical Education)

Section 6: $129,272 - American Indian Business Development Office (Department of Commerce)
. Section 15: $50,000 - Technology Commercialization Study (Higher Education)

Section 16: $43,750 - Insurance Liability Study (Insurance Department)

Section 17: $485,000 - Transportation Study (Higher Education)

Total: $2,708,022 General Funds

Note: The $500,000 in special funds fot the Trade Promotion Authority are not included in Table 1A for the 2005-2007
biennium since they are contained in the Governor's Executive Budget (SB 2018).

The following sections are assumed to be on-going programs that would require future appropriations in the
2007-2009 biennium,;

Section4:  $2,000,000 - Cooperative Work Experience Program{Career and Technical Education)
Section 6:  $129,272 - American Indian Business Development Office (Department of Commerce)
Section 7. $500,000 - Trade Promotion Autherity **(Department of Commerce)

Total: $2,629,272 General Funds

* Note: It is the intent to request a General Fund appropriation in the 2007-2009 biennium for the continuation of the
Trade Prormotion Authority.

Name: Paul Govig Agency: ND Dept. of Commerce
Phone Number: 328-4459 Date Prepared: 02/18/2005




~

Amendment to:

SB 2032

FISCAL NOTE

Requested by Legislative Council
02/07/2005

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2003-2005 Biennium

2005-2007 Biennium

2007-2009 Biennium

General |Other Funds| General |OtherFunds| General |OtherFunds
Fund Fund Fund
Revenues (36,667,000 ($6,667,000)
Expenditures $3,847,825 $5,100,000 $2,964,075 $5,100,000
Appropriations $1,088,103 $5,100,000 $2,964,075 $5,100,000

1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium

2005-2007 Biennium

2007-2009 Biennium

Counties Cities

School
Districts

Counties

Cities

Schoo}
Districts

Counties

Cities

School
Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to

your analysis.

Section 1: Venture capital investments. (Bank of North Dakota)
~~ Section 4: Establish a Commission for Centers of Excellence.
(Higher Education)and Debt repayment for BND loan to the

funds.

Section 5: Develop a cooperative work experience program.
{(Career and Technical Education)
Section 7: Develop an American Indian business development office.
(Department of Commerce)
Section 8: Develop an economic developer certification program.
(Department of Commerce)
Section 9. Develop a procurement information program. (Office of
Management and Budget)
Section 10; Develop an international trade office. (Department of

Commerce)

Dept. of Commerce for Centers of Excellence matching

Section 11: Complete a targeted industries report. (Department of

Commerce)

Section 12: Implement an image information program. (Department of

Commaerce)

Section 13: Implment a business hotline program. {Department of

Commerce)

Section 19; Seed capital investment tax credit. (Tax Department)
Section 22: Complete a business climate initiative study.
{Department of Commerce)
Section 24: Implement the Dakota Manufacturing Initiative.
(Department of Commerce)
Section 33: Complete a technology commercialization study.

(Higher Education)

Section 34: Complete an insurance and liability study. (Insurance

Department)




Section 35: Complete a transportation study. (Higher Education)

Section 38: Complete an intellectual property rights study.
(Department of Commerce) :

Section 37: Complete a procurement assistance study. (Office of
Management and Budget)

Section 38: Complete an economic development incentives study.
(Department of Commerce)

Section 39: Complete a tax study. (Tax Department)

Please note that the estimated expenditures for the 2007-2009 do not include any type of inflation adjustment.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota's (BND) prior experience and on studies done on a national basis it is anticipated
BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3,334,000 over a four-year period. BND shall request from the Industrial Commission a transfer from the
Student Loan Trust Fund (contingent on available monies in this fund} to reimburse the Bank for any losses incurred.
Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact: Eric Hardmeyer 328-5674

Tax Department
Section 19: General fund revenues will be reduced by $2,500,000 in each fiscal year of both bienniums.
Contact; Kathy Strombeck 328-3402

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

Bank of North Dakota
Section 26

Section 26. No additional fiscal impact.

Contact: Eric Hardmeyer 328-5674

Board of Higher Education




Sections 4, 27,33 & 35

Sections 4 & 27 The NDUS will incur direct and indirect costs, beyond the general funds appropriated in the bill,
refated to the foliowing activities in support of an Economic Development Centers of Excelience (COE) program, as
mandated in the legislation:

. Establishment of COE program by SBHE

Provide staff support to the new commission

Coordinate the preparation of applications from the campuses

Review of applications by the SBHE

Preparation of reports to be presented to the Budget Section

Preparation of annual reports to be presented to the Governor and foundation

Generating significant local match requirements, now 2:1, totaling $100 million

Campus administrative costs for managing center(s)

The costs to complete these activities, although significant both individually and collectively, will be absorbed by the
campus and System within current or other externally generated resources. We will not be able to provide a good
estimate of the total fiscal impact, until the number and types of projects have been identified.

Contact: Eddie Dunn, NDSU (701} 231-8494

Section 33: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional
appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The

additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701) 777-6736

Section 35: There is no expected alternative source of revenués for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements requiring resources of $360,000. This would include the purchase of the REMI
transportation mode!. Part 2 would cover airports which would require an additional $125,000. Total cost, not including
indirect costs, amount to $485,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Career and Technical Education
Sections 5 & 28

Section 5: To implement the cooperative work experience program as delineated in this section, the program would
be modeled after the school to wark system. This would include 30 partnerships {school consortiums) across the
state and $30,000 per year to each partnership to fund a coordinators position to support the local effort. The total
cost of the partnerships would then be $900,000 per year in the grants line item. An additional $100,000 per year
would be needed by the Department to contract for statewide oversight and professional development for schools.
The total cost to implement the program within the Department of Career and Technical Education would equal
$2,000,000 for the biennium.,

Section 28: No additional fiscal impact.

Contact: Wayne Kutzer 328-2259

Department of Commerce

Sections 3, 4, 6, 7, 8, 10-13, 22, 24, 25, 29-32, 36 & 38

Section 3: The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the




Development Fund providing management services for the Bank of North Dakota's alternative and venture capital
investments and early-stage capital funds. It should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type

of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 4: 2005-2007 & 2007-2009
$5 million in special funds from the student loan trust fund.

Section 6: No additional fiscal impact.

Section 7: 2005-2007 & 2007-2009

Salary and Fringe Benefits for 1 FTE: $105,432
Operating Expenses: $23,840
Total Cost Per Biennium $129,272

Section 8; The fiscal impact would be $150,000 per biennium. It is likely that the development and delivery of the
program would be contracted out to a third party with experience certifying development professionals.

Section 10; 2005-2007 8 2007-2009

Salary and Fringe Benefits $163,103

(1 Director & % Admin. Staff)

Operating Expenses $250,000
Total Cost Per Biennium $413,103

The aforementioned costs represent the minimum amount required to operate an International Trade Office. Itis
estimated that the actual cost to run an effective program would be $1,200,000 per year. Therefore, $413,103 of
general fund dollars will be used to leverage federal and private dollars for the additional amount needed.

Section 11: The fiscal impact would be a contractual expense of $50,000 per biennium.

Section 12, 2005-2007 & 2007-2009
Salary and Fringe Benefits $81,183
(77% FTE)
Operating Expenses $18,817
Total Cost Per Biennium $100,000

Section 13: Only 2005-2007

Salary and Fringe Benefits $24,249

(23% FTE})

Operating Expenses $5,751
Total Cost Per Biennium $30,000

*The image information program (Section 12) and the business hotline program (Section 13) are authorized, by this
legislation, one full-time equivalent position to be shared between the programs.

Section 22: The fiscal impact would be a contractual expense of $50,000 per biennium.

Section 24: The fiscal impact would be a $165,000 contractual expense with the Dakota Manufacturing Extension
Partnership per biennium.

Sections 25, 29, 30, 31, & 32: No additionai fiscal impact.

Section 36: The fiscal impact would be a contractual expense of $50,000 per biennium.




Section 38: The fiscal impact would be a contractual expense of $30,000 per biennium.

Contact: Paul Govig 328-4499

Insurance Department
Section 34

Section 34: If the study was done by a consulting firm, the fiscal impact would be approximately $41,250 plus $2,500
for travel and miscellaneous costs.

If the study was completed in-house, it is estimated that it would require the equivalent of %-1 FTE for six months.
Assuming an average blended cost for staff of $30 per hour and estimating 800-1100 hours, the estimated in-house
cost for the department would be $24,000 to $33,000. Expenses for travel and mailing etc. might be $1,500 to
$2,500.

Contact: Chuck Johnson 328-4984

Legisiative Council
Section 23

Section 23: No additional fiscal impact.

Office of Management and Budget
Sections 9, 37 & 41

Sections 9 & 37: 2005-2007 Biennium-$151,700

2007-2009 Biennium-$106.700
Costs associated with an additional FTE, related operating expenses and funds for a study are associated with
Sections 9 and 37 of this fiscal note. An appropriation of $150,000 to OMB is included in Section 41 of this bill.

Revenues-Section 9 and 37 of this bill would not affect state revenues.

Expenditures-Sections 9 and 37 of this bill would increase state expenditures. $106,700 of the $151,700 fiscal note
would fund an additional FTE in OMB's State Procurement Office. The remaining $45,000 would fund the
development and maintenance of a website to post all state bidding opportunities and a study to determine the most
effective manner in which to provide a one-stop procurement assistance center for North Dakota vendors.

Appropriations-A $150,000 appropriation to OMB is provided in Section 41 of the hill. This $150,000 is not included in
the executive budget. The 2007-2009 appropriation amount is for continued funding for the FTE. Continued
appropriation for succeeding bienniums is also needed to set up and operate a procurement assistance center,
including maintenance of a website for on-line posting of all bidding opportunities. This amount will be determined
pending the outcome of the procurement assistance center study that is conducted during the 2005-06 interim as
required in Section 37 of this bill.

Contact: Linda Belisle 328-3494

Securities Department
Section 2

Section 2;: No additional fiscal impact.




Contact: Karen Tyler 328-2910

Tax Department
Sections 14,15,16,17,18,20,21 & 39

Section 14: No additional fiscal impact.
Section 15: No additional fiscal impact.
Section 16: No additional fiscal impact.
Section 17: No additiona! fiscal impact.
Section 18; No additional fiscal impact.
Section 20: No additionai fiscal impact.
Section 21: No additional fiscal impact.
Section 39: $50,000 of additional administrative costs to complete
the study or contract it out.

*Some of the preceding sections could have a fiscal impact on the tax depariment but because they are difficult to
accurately define at this point, they will be addressed in testimony to the committee or in amendments or both.

Contact. Kathy Strombeck 328-3402

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The appropriations contained within the individual bill sections are as follows:

Section 8:  $50,000 General Funds, $100,000 Special Funds
(Department of Commerce)

Section 9. $150,000 (Office of Management and Budget)

Section 10:  $413,103 (Department of Commerce)

Section 11:  $50,000 (Department of Commerce)

Section 12:  $100,000 (Department of Commerce)

Section 13;  $30,000 {Department of Commerce)

Section 22:  $50,000 (Department of Commerce)

Section 24:  $165,000 (Department of Commaerce)

Section 36:  $50,000 {Department of Commerce)

Section 38:  $30,000 (Department of Commerce)

Total: $1,088,103 General Funds $100,000 Special Funds

For the sections that have not be given an appropriation in the bill, it is estimated that the foliowing additionat
appropriations will be needed for the implementation of each section:

Section 4:  $5,000,000 in Special Funds from the student loan
trust fund. (Dept. of Commerce)

Section 5:  $2,000,000 (Career and Technical Education)

Section 7:  $129,272 (Department of Commerce)

Section & $1,700-Additional dollars above the $150,000
appropriation. Pertains only to the 2005-2007
biennium (Office of Management and Budget)

Section 33:  $50,000 (Higher Education)

Section 34 $43,750 (Insurance Department)

Section 35 $485,000 (Higher Education)

Section 39:  $50,000 {Tax Department)

Total: $2,759,722 General Funds




. The following sections are assumed to be on-going programs that would require future appropriations:

Section 5:  $2,000,000 {Career and Technical Education)
Section 7. $129,272 (Department of Commerce)

Section 8:  $50,000 General Funds $100,000 Special Funds

(Departiment of Commerce)

Section 9.  $106,700 (Office of Management and Budget)
Section 10:  $413,103 (Department of Commerce)

Section 12:  $100,000 (Department of Commerce)

Section 24:  $165,000 (Department of Commerce)

Total: $2,964,075 General Funds $100,000 Special Funds

Name: Paul T. Govig Agency: Dept. of Commerce
Phone Number: 328-4499 Date Prepared: 02/08/2005
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Bill/Resolution No.:

SB 2032

FISCAL NOTE

Requested by Legislative Council

12720720

04

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anficipated under current faw.

2003-2005 Biennium

2005-2007 Biennium

2007-2009 Biennium

General |Other Funds| General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues ($6.,667,000) ($6,667,000)
Expenditures $3,847,825) $100,000 $2,964,075) $100,000
Appropriations $1,088,103 $100,000 $2,964,075| $100,000

1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.

2003-2005 Biennium

2005-2007 Biennium

2007-2009 Biennium

Counties

Cities

School
Districts

Counties

Cities

School
Districts

Cities

School
Districts

Counties

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to

your analysis.

Section 1: Venture capital investments. (Bank of North Dakota)
Section 4: Establish a Commission for Centers of Excellence.
(Higher Education)
Section 5: Develop a cooperative work experience pragram.
(Career and Technical Education)
Section 7, Develop an American Indian business development office.
{Department of Commerce)
Section 8: Develop an economic developer certification program.
{Department of Commerce)
Section 9: Develop a procurement information program. (Office of
Management and Budget)
Section 10; Develop an international trade office. {Department of
Commerce)
Section 11: Complete a targeted industries report. (Department of
Commerce)
Section 12: Implement an image information program. (Department of
Commerce)
Section 13: Implment a business hotline program. (Department of
Commerce)
Section 19: Seed capital investment tax credit. (Tax Department)
Section 22: Complete a business climate initiative study.
{Department of Commerce)
Section 24: Implement the Dakota Manufacturing Initiative.
(Department of Commerce)
Section 33: Complete a technology commercialization study.
(Higher Education)
Section 34: Complete an insurance and liability study. (Insurance
Department)
Section 35: Complete a transportation study. (Higher Education)




Section 36: Complete an intellectual property rights study.
(Department of Commerce)

Section 37: Complete a procurement assistance study. (Office of
Management and Budget)

Section 38: Complete an economic development incentives study.
(Department of Commerce)

Section 39: Complete a tax study. (Tax Department)

Piease note that the estimated expenditures for the 2007-2009 do not include any type of inflation adjustment.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Bank of North Dakota

Section 1: This section permits the Bank of North Dakota to invest funds in North Dakota alternative and venture
capital investments and early-stage capital funds including the North Dakota Development Fund not to exceed
$10,000,000 for the purpose of providing funds for investment in North Dakota alternative and venture capital
investments and early-stage capital funds. The Bank may allow for third-party management of the funds if the
management is provided by the North Dakota Development Fund or a third party that is located in the state and that
has demonstrated fund management experience.

Based on Bank of North Dakota's (BND) prior experience and on studies done on a national basis it is anticipated
BND could incur losses up to 33% of the $10,000,000 investment in alternative and venture capital investments and
early-stage funds. The impact if the entire $10,000,000 was invested and losses were experienced at the 33% level
would be $3.334,000 over a four-year period. BND shall request from the Industrial Commission a transfer from the
Student Loan Trust Fund (contingent on available monies in this fund) to reimburse the Bank for any losses incurred.
Any gains from investments must first be applied to offset any losses reimbursed by the Student Loan Trust Fund.
Once the Student Loan Trust Fund has been made whole, BND and the Trust Fund shall share any additional
revenue on a mutually agreed formula as determined by the Industrial Commission. As currently contemplated there
will be no fiscal impact for third party fund management services provided to BND.

Contact: Eric Hardmeyer 328-5674

Tax Depariment
Section 19: General fund revenues will be reduced by $2,500,000 in each fiscal year of both bienniums.
Contact: Kathy Strombeck 328-3402

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

Bank of North Dakota
Section 26

Section 26: No additional fiscal impact.

Contact: Eric Hardmeyer 328-5674

Board of Higher Education
Sections 4, 27, 33 & 35




Sections 4 & 27; The NDUS will incur direct and indirect costs, beyond the general funds appropriated in the bill,

related to the following activities in support of an Economic Development Centers of Excellence (COE) program, as
mandated in the legislation:

Establishment of COE program by SBHE

Provide staff support to the new commission

Cocrdinate the preparation of applications from the campuses

Review of applications by the SBHE

Preparation of reports to be presented to the Budget Section

Preparation of annual reports to be presented to the Governor and feundation
Generating significant local match requirements, now 2:1, totaling $100 million
Campus administrative costs for managing center(s)

s & & & & & =

The costs to complete these activities, although significant both individually and collectively, will be absorbed by the
campus and System within current or other externally generated resources. We will not be able to provide a good
estimate of the total fiscal impact, until the number and types of projects have been identified.

Contact: Eddie Dunn, NDSU (701) 231-8494

Section 33: SBHE Study Incentives for Stimulating Commercialization of New Technologies will require an additional
appropriation of $50,000 in state general funds to UND and NDSU to jointly coordinate and prepare the study. The
additional costs reflect staffing costs and related operating costs. Possible consulting assistance may also be
necessary.

Contact: Phil Boudjouk, NDSU (701) 231-6542 and Peter Alfonso, UND (701) 777-6736

Section 35: There is no expected alternative source of revenues for this project, thus it is anticipated that it would be
funded by General Funds. The project can be separated into two distinct and separable efforts. Part 1 would cover
highway and railroad improvements requiring resources of $360,000. This would include the purchase of the REMI
transportation model. Part 2 would cover airports which would require an additional $125,000. Total cost, not including
indirect costs, amount to $485,000.

Contact: Gene Griffin, Upper Great Plains Transportation Institute (701) 231-8343

Department of Career and Technical Education
Sections 5 & 28

Section 5: To implement the cooperative work experience program as delineated in this section, the program would
be modeled after the school to work system. This would include 30 partnerships (school consortiums) across the
state and $30,000 per year to each partnership to fund a coordinators position to support the local effort. The total
cost of the partnerships would then be $900,000 per year in the grants line item. An additional $100,000 per year
would be needed by the Department to contract for statewide oversight and professional development for schools.
The total cost to implement the program within the Department of Career and Technical Education would equal
$2,000,000 for the biennium.

Section 28: No additional fiscal impact.

Contact: Wayne Kutzer 328-2259

Department of Commerce
Sections 3, 6, 7, 8, 10-13, 22, 24, 25, 29-32, 36 & 38

Section 3: The fiscal impact cannot be determined at this time. However, the impact would be contingent upon the
Development Fund providing management services for the Bank of North Dakota's alternative and venture capital




investments and early-stage capital funds. it should be pointed out that the Bank of North Dakota is not required to
contract with the Development Fund, but if they did provide management services to BND, a contract would have to
be negotiated and executed between the two parties. It would be expected that the contract would include some type

of compensation such as commitment fees, interest rate participations and/or take-out provisions with equity
investments.

Section 6: No additional fiscal impact.

Section 7: 2005-2007 & 2007-2009

Salary and Fringe Benefits for 1 FTE: $105,432
Qperating Expenses: $23,840
Total Cost Per Biennium $129,272

Section 8; The fiscal impact would be $150,000 per biennium. It is likely that the development and delivery of the
program would be contracted out to a third party with experience certifying development professionals.

Section 10: 2005-2007 & 2007-2009

Salary and Fringe Benefits $163,103

{1 Director & 2 Admin. Staff)

Operating Expenses $250,000
Total Cost Per Biennium $413,103

The aforementioned costs represent the minimum amount required to operate an International Trade Office. itis
estimated that the actual cost to run an effective program would be $1,200,000 per year. Therefore, $413,103 of
general fund dollars will be used to leverage federal and private doilars for the additional amount needed.

Section 11; The fiscal impact would be a contractual expense of $50,000 per biennium.

Section 12; 2005-2007 & 2007-2009
Salary and Fringe Benefits $81,183
(77% FTE)
Operating Expenses $18,817
Total Cost Per Biennium $100,000

Section 13: Only 2005-2007

Salary and Fringe Benefits $24,249

(23% FTE)

Operating Expenses $5,751
Total Cost Per Biennium $30,000

*The image information program (Section 12) and the business hotline program (Section 13) are authorized, by this
legislation, one fuli-time equivalent position to be shared between the programs.

Section 22: The fiscal impact would be a contractual expense of $50,000 per biennium.

Section 24: The fiscal impact would be a $165,000 contractual expense with the Dakota Manufacturing Extension
Partnership per biennium.

Sections 25, 29, 30, 31, & 32: No additional fiscal impact.
Section 36: The fiscal impact would be a contractual expense of $50,000 per biennium.

Section 38: The fiscal impact would be a contractual expense of $30,000 per biennium.

Contact: Paul Govig 328-4499




Insurance Department
Section 34

Section 34 If the study was done by a consulting firm, the fiscal impact would be approximately $41,250 plus $2,500
for travel and miscellaneous costs.

If the study was completed in-house, it is estimated that it would require the equivalent of %-1 FTE for six months.
Assuming an average blended cost for staff of $30 per hour and estimating 800-1100 hours, the estimated in-house

cost for the department would be $24,000 to $33,000. Expenses for travel and mailing etc. might be $1,500 to
$2,500.

Contact: Chuck Johnson 328-4984

Legislative Council
Section 23

Section 23: No additiona! fiscal impact.

Office of Management and Budget
Sections 9, 37 & 41

Sections 9 & 37: 2005-2007 Biennium-$151,700

2007-2009 Biennium-$106,700
Costs associated with an additional FTE, related operating expenses and funds for a study are associated with
Sections 9 and 37 of this fiscal note. An appropriation of $150,000 to OMB is included in Section 41 of this bill.

Revenues-Section 9 and 37 of this bill would not affect state revenues.

Expenditures-Sections 9 and 37 of this bill would increase state expenditures. $106,700 of the $1561,700 fiscal note
would fund an additional FTE in OMB’s State Procurement Office. The remaining $45,000 wouid fund the
development and maintenance of a website to post all state bidding opportunities and a study to determine the most
effective manner in which to provide a one-stop procurement assistance center for North Dakota vendors.

Appropriations-A $150,000 appropriation to OMB is provided in Section 41 of the bill. This $150,000 is not included in
the executive budget. The 2007-2009 appropriation amount is for continued funding for the FTE. Continued
appropriation for succeeding bienniums is also needed to set up and operate a procurement assistance center,
including maintenance of a website for on-line posting of all bidding opportunities. This amount will be determined
pending the outcome of the procurement assistance center study that is conducted during the 2005-06 interim as
required in Section 37 of this bill.

Contact: Linda Belisle 328-3494

Securities Department
Section 2

Section 2: No additional fiscal impact.

Contact; Karen Tyler 328-2910

Tax Department
Sections 14,15,16,17,18,20,21 & 39




‘

Section 14: No additional fiscal impact.
Section 15: No additional fiscal impact.
Section 16: No additional fiscal impact.
Section 17: No additional fiscal impact.
Section 18. No additional fiscal impact.
Section 20: No additional fiscal impact.
Section 21: No additional fiscal impact.
Section 39: $50,000 of additional administrative costs to complete
the study or contract it out.

*Some of the preceding sections could have a fiscal impact on the tax department but because they are difficult to
accurately define at this point, they will be addressed in testimony to the committee or in amendments or both.

Contact; Kathy Strombeck 328-3402

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

The appropriations contained within the individual bill sections are as follows:

Section 8:  $50,000 General Funds, $100,000 Special Funds
{Department of Commerce)

Section 9:  $150,000 (Office of Management and Budget)

Section 10:  $413,103 (Department of Commerce)

Section 11:  $50,000 (Department of Commerce)

Section 12 $100,000 {Department of Commerce)

Section 13.  $30,000 (Department of Commerce)

Section 22 $50,000 (Department of Commerce)

Section 24:  $165,000 (Department of Commerce)

Section 36:  $50,000 (Department of Commerce)

Section 38:  $30,000 (Department of Commerce)

Total: $1,088,103 General Funds $100,000 Special Funds

For the sections that have not be given an appropriation in the bill, it is estimated that the following additional
appropriations will be needed for the implementation of each section:

Section 5. $2,000,000 (Career and Technical Education)

Section 7:  $129,272 (Department of Commerce)

Section 9:  $1,700-Additional dollars above the $150,000
appropriation. Pertains only to the 2005-2007
biennium (Office of Management and Budget)

Section 33:  $50,000 (Higher Education)

Section 34:  $43,750 (Insurance Department)

Section 35 $485,000 {Higher Education)

Section 39:  $50,000 {Tax Department)

Total: $2,789,722 General Funds
The following sections are assumed to be on-going programs that would require future appropriations:
Section 5  $2,000,000 (Career and Technical Education)

Section 7:  $129,272 (Department of Commerce)
Section 8:  $50,000 General Funds $100,000 Special Funds




.\‘

{Department of Commerce)
Section 9:  $106,700 (Office of Management and Budget)
Section 10:  $413,103 (Department of Commerce)
Section 12:  $100,000 {Department of Commerce)
Section 24:  $165,000 {Department of Commerce)

Total: $2,964,075 General Funds $100,000 Special Funds

Name:

Paul Govig (See individual
sections for specific contact
informaticon)

Agency:

Department of Commerce

Phone Number:

328-4499

Date Prepared:

01/14/2004
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REPORT OF STANDING COMMITTEE (410) Module No: SR-23-1896
February 4, 2005 1:44 p.m. Carrier: Espegard
Insert LC: 50180.0201 Title: .0300

REPORT OF STANDING COMMITTEE
SB 2032: Industry, Business and Labor Committee (Sen. Mutch, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2032 was placed on the Sixth
order on the calendar,
Page 11, line 26, replace "Budget" with "Certification to budget"
Page 11, line 27, remove "approval”

Page 11, line 30, replace "awards funds" with "makes funding award recommendations”

Page 12, replace line 1 with "institutions of higher education under control of the board, tribal
- colleges located in the state, private baccalaureate-granting institutions of higher

education located in the state. and university-related foundations of public or private

institutions of higher education"

Page 12, after line 3, insert:

"a. "Board" means the state board of higher education.”

Page 12, line 4, replace "a." with "b."

Page 12, line 5, replace "b." with "¢."

Page 12, line 6, replace "c." with "d."

Page 12, line 7, replace "d." with "e.”

Page 12, line 16, replace "gight" with "six"

Page 12, line 17, replace "two" with "three" and replace the underscored comma with "and”

Page 12, line 18, remove ", and the legisiative council shall appoint three"

Page 12, line 19, remove "members of the legislative assembly as nonvoting members of the
' commission”

Page 12, line 21, replace "two" with "three"

Page 12, line 23, replace "A member of the" with "Initial terms must be staggered”

Page 12, remove lines 24 through 28

Page 12, line 29, remove "officers"

Page 12, line 31, after "review" insert "all” and replace ", make designation” with ";_approve.
disapprove, or approve conditionally the applications;"

Page 13, line 1, remove "determinations.” and replace "awards of funds” with "funding award |
recommendations”

Page 13, line 4, replace "establish" with "provide"
Page 13, line 5, after "completeness" insert "and compliance with board policy"

{2) DESK, (3) COMM Page No. 1 SR-23-1896
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February 4, 2005 1:44 p.m. Carrier: Espegard
Insert LC: 50180.0201 Title: .0300

Page 13, line 6, after the first "commission” insert "according to guidelines established by the
commission”, overstrike "The", and remove "commission and the legislative assembly
gach may"

Page 13, line 7, overstrike "designate”, remove "a center”, and overstrike the period

Page 13, line 10, overstrike "Centers of excellence relating to economic”
Page 13, overstrike lines 11 and 12

Page 13, line 23, replace "designation as a center" with "funding to an institution or an affiliated
nonprofit foundation”

Page 13, line 24, remove "proposed”

Page 14, remove lines 8 through 11

Page 14, line 12, remove "(1) Strengthen" and overstrike "the leadership and support of the
national science"”

Page 14, overstrike lines 13 and 14

Page 14, line 15, overstrike "expanded efforts to stimulate economic growth in" and overstrike
"industry” :

Page 14, line 16, overstrike "clusters" and remove the underscored period

Page 14, line 17, remove "(2} Provide" and overstrike "leadership in science and technology
policy at a regional, a"

Page 14, line 18, overstrike "national, and an international level" and remove the underscored
period

Page 14, line 19, remove "(3) Create" and overstrike "employment opportunities for North
Dakota university system”

Page 14, line 20, overstrike "graduates.”

Page 14, after line 22, insert:

"6. In considering an application, the commission shall:

a. Make a determination that the requirements of subsection 5 have
been established by the applicant.

b. Consider whether the center will:

{1) Promote job growth and expansion of knowledge-based
industries or_the development of new products. high-tech
companies, or skilled jobs in this state;

(2) Create high-value private sector employment opportunities in

this state;

{3} Provide for public-private sector involvement and partnerships:;
{4)

Leverage other funding:
{2) DESK, {3) COMM Page No. 2 SR-23-1896




REPORT OF STANDING COMMITTEE (410) Module No: SR-23-1896
February 4, 2005 1:44 p.m. Carrier: Espegard
Insert LC: 50180.0201 Title: .0300

. (5) Foster and practice entrepreneurship;
{6} Link to targeted industry clusters: and
{7} Include provisions for becoming self-sustaining.”
Page 14, line 23, replace "In_partnership with the board and the foundation, present" with

"Following approval by the board, foundation, and commission, the board and
commission shall report”

Page 14, line 24, remove "for approval"
Page 14, line 27, remove "In accordance with commission award determinations approved by

th_e"

Page 14, line 28, remove "budget section, the", oversirike "board”, and overstrike "shall
allocate funds from"

Page 14, line 29, overstrike "appropriations for" and overstrike "centers"

Page 14, line 30, remove "for the purpose of funding"

Page 14, line 31, remove "centers."

' Page 15, fine 1, after "section" insert "annually", remove "the status of", and overstrike "such”
. and insert immediately thereafter "the status of"

Page 15, line 15, after "university-related” insert "or college-related”
Page 15, line 19, after the underscored period insert "However, the commission may reduce

the matching funds requirement for applications from institutions other than research

universities and the recipient shall provide the board with detailed documentation of the
likely availability of the matching funds.”

Page 15, line 21, after "university-related" insert "or college-related”
Page 15, after line 24, insert;

"10. The Bank of North Dakota may loan up to fifty million dollars to the
department of commerce to provide matching funds to recipients of funds
awarded under this section. The debt service due under the loan may not
exceed five million dollars per biennium. The loan may be entered into
upon terms, conditions, and payment provisions as the parties deem in the
best interests of the state. Repayment of each loan by the department of
commerce must be secured by a pledge of interest income from the

student loan trust fund and repaid from that source and is contingent upon
receipt of sufficient biennial appropriations by the legislative assembly for

that purpose.”
Renumber accordingly

(2) DESK, {3) COMM Page No. 3 SR-23-1896
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Chairman Holmberg called the meeting to order to discuss SB 2032,

Minutes:

Senatbr Grindberg - The amendments removed a good portion of SB 2032.

Action taken:

Senator Grindberg moved a Do Pass recommendation for the amendments (50180.0301)
which was followed by a second. The amendments passed unanimously.
Senat_or'Grindberg moved a Do Pass as Amended recommendation for SB 2032. Seconded
by Senator Fischer. |

Upon Senator Mathern’s request, Senator Grindberg went through what would be left in the
bill, section by section after the amendments passed.

The bill as amended passed unanimously. Senator Grindberg is the carrier of the bill.

Chairman Holmberg closed the méeting on SB 2032,




Page 2

Senate Appropriations Committee
Bili/Resolution Number SB 2032
Hearing Date 02/09/05

looks to the Department of Career and Technical Education to administer CWE program, what it
does not do it provide funding, we ask that you please do so.

Linda Belisle, Director of Central Services Division of OMB appeared to provide information
on Sections 9, 37, and 41 of SB 2032. Written testimony was provided see appendix V.

Lee Peterson, Commissioner, Department of Commerce appeared in support of SB 2032.
Mr. Peterson spoke on the 10 million venter capital image and information program and asked to
provide the appropriation.

Sen. Tallackson (1915) Is this in the Governors budget?

Mr. Peterson: The Governor has agreed, but the source of money was not identified.

Chairman Holmberg closed the hearing on SB 2032.
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Minutes: Chairman Holmberg opened hearing on SB 2032.

Jennifer Clark, Legislative Council, appeared to provide an overview of SB 2032. Mr. Clark
provided the committee with two documents. Appendix I highlights the 18 sections in the bill.
Ms. Clark read all of them and again provided an overview of them. Appendix IT was risk capitol
studies and repeal, prepared at the request of Sen. Grindberg.

Sen. Grindberg (800) made a comment that the members of the interim committee were proud
of this because of the good things they have heard out of the business community.

Robert Potts, Chancellor of ND University System appeared in support of SB 2032. Written
testimony was provided see appendix III. Mr. Potts’ comments were regarding sections 4,33, and
35 of SB 2032.

Wayne Kutzer, Director of the Department of Career and Technical Education, appeared

in support of SB 2032. Written testimony was provided see appendix IV. Section 5 of SB 2032,




50180.0301 - Prepared by the Legislative Councrl staff for
Title. - Senator Gnndberg
' ‘ February 14, 2005

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2032

Page 1, line 1, remove * , a new section to"

Page 1, line 2, remove "chapter 54-34.3, a new section to chapter 54-44.4, and three new
sections to chapter 54-60"

Page 1 line 4, remove *, a dwrswn of economlc development and fmance local"
Page 1, remove lrnes 5 through 7 |
Page 1, line 8, remove *hotline program® and remove “15-1 0-41,"

Page 1, line 10, after the first comma insert and' and remove , and sections 57-38.5-01,
57-38 5-02 57-38.5-03," :

Page 1, line 11, remove "and 57-38.5-05"
Page 1, line 13, remove “the centers ot excellence program,"'
Page 1, line 14 after the comma insert "and"
Page 1, line 15, rernove *, and thie seed capital investment tax credit"
Page 1, fine 16, remove "and section 15-10-41 h
Page 1, line 17, replace the first comma with "and" and remove *, and the"
Page 1, Iihe 18, remove “centers of excellence program”
Page 1, line 19, after "and" insert "a* and replace "studies” with "stu.ldy" '

Page ‘1, line 20, aﬁer't‘provide“ insert "an" anr:l replace "dates” with 'date‘
Page 11, remove lines 27 through 30
' Page 12, remove lines 1 through 31

Page 13, remove lines 1 through 31

Page 14, remove lines 1 through 30

Page 15, remove lines 1 through 30

Page No. 1 - 50180.0301




Page 16, remove lines 1 through 11
_‘Page 17, remove lines 7 through 31

Page 18, remove lines 1 through 5

Page 19; line 2, after "eppropriations” insert "The commissioner may contract with a third party

for the provision of services for the division of international trade" and remove the
overstrike over the overstruck period . ‘ _

Pagé 19, remove lines 3 through 3
Page 20, remove lines 1 through til
' Pa|g“<|e 27, remov.e lines 27 throﬁgh'so
- Page 28. remdve Iinés 1 through 31
Pége 29,_ rembve Iines. 1 through 30

'Page 30, remove lines 1 through 31

Page 31, remove lines 1 through 10

Page 31, remove lines 13 through 31

Page 32, remove lines 1 thrbugh 8

Page 32, remove lines 24 through 31

' Page 33, remove lines 1 through 13
Page 33, remove Ii'nesl22 thrdugh 27

Page 33, line 31, replace "5" with "4"

Page No. 2 - 50180.0301
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Page 34, remove lines 12 through 31
Page 35, remove lines 1 through 8
Page 36, remove lines 21 through 31
Page 37, remove lines 1 through 30
Page 38, remove lines 1 through 31

Page 39, line 1, remove "Sections' 16, 17, 18, and 19 of this Act are effective”

Page 39, line 2, remove “for taxable years beginning after December 31, 2004." and replace
I ll20 with ll1 0!

| Page 39, line 3, replace "14" with "8" and replace "15" with "9"

Page 39, line 4, remove "Section 21 of this Act becomes effective August 1, 2009."
Page 39, line 5, remove "Section 13 of this Act is effective through July 31 -

Page 39, line 6, replace "2007, and after that date is ineffective. Sections 5 and 12" with
‘ “Section 4" and replace "are" with "is"

Page 39, line 7, replace "are*® with "is"

Renumber accordingly

Page No. 3 50180.0301
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REPORT OF STANDING COMMITTEE (410) Module No: SR-31-3131
February 16, 2005 10:57 a.m. Carrier: Grindberg
Insert LC: 50180.0301 Title: .0400
REPORT OF STANDING COMMITTEE
SB 2032, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (15 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed SB 2032
was placed on the Sixth order on the calendar.
Page 1, line 1, remove ", a new section to"

Page 1, line 2, remove "chapter 54-34.3, a new section to chapter 54-44.4, and three new
sections to chapter 54-60"

Page 1, line 4, remove ", a division of economic development and finance local”
Page 1, remove lines 5 through 7
Page 1, line 8, remove "hotline program" and remove "15-10-41,"

Page 1, line 10, after the first comma insert "and” and remove ", and sections 57-38.5-01,
57-38.5-02, 57-38.5-03,"

Page 1, line 11, remove "and 57-38.5-05"

Page 1, line 13, remove "the centers of excellence program,”

Page 1, line 14, after the comma insert "and”

Page 1, line 15, remove ", and the seed capital investment tax credit"
Page 1, line 16, remove "and section 15-10-41

Page 1, line 17, replace the first comma with "and" and remove ", and the"
Page 1, line 18, remove "centers of excellence program”

Page 1, line 19, after "and" insert "a" and replace "studies" with "study”
Page 1, line 20, after "provide” insert "an" and replace "dates" with "date”
Page 11, remove lines 27 through 30

Page 12, remove lines 1 through 31

Page 13, remove lines 1 through 31

Page 14, remove lines 1 through 30

Page 15, remove lines 1 through 30

Page 16, remove lines 1 through 11

Page 17, remove lings 7 through 31

Page 18, remove lines 1 through 5

Page 19, line 2, after "appropriations” insert "The commissioner may contract with a third party

for the provision of services for the division of international_trade" and remove the
overstrike over the overstruck period

{2) DESK, (3) COMM Page No. 1 SR-31-3131
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February 16, 2005 10:57 a.m. Carrier: Grindberg
Insert LC: 50180.0301 Title: .0400

Page 19, remove lines 3 through 31

Page 20, remove lines 1 through 4

Page 27, remove lines 27 through 30

Page 28, remove lines 1 through 31

Page 29, remove lines 1 through 30

Page 30, remove lines 1 through 31

Page 31, remove lines 1 through 10

Page 31, remove lines 13 through 31

Page 32, remove lines 1 through 8

Page 32, remove lines 24 through 31

Page 33, remove lines 1 through 13

Page 33, remove lines 22 through 27

Page 33, line 31, replace "5" with "4"

Page 34, remove lines 12 through 31

Page 35, remove lines 1 through 8

Page 36, remove lines 21 through 31

Page 37, remove lines 1 through 30

Page 38, remove lines 1 through 31

Page 39, line 1, remove "Sections 16, 17, 18, and 19 of this Act are effective”

Page 39, line 2, remove “for taxable years beginning after December 31, 2004." and replace
l!20" with "10"

Page 39, line 3, replace "14" with "8" and replace "15" with "9"
Page 39, line 4, remove "Section 21 of this Act becomes effective August 1, 2009."
Page 39, line 5, remove "Section 13 of this Act is effective through July 31,"

Page 39, line 6, replace "2007, and after that date is ineffective. Sections 5 and 12" with
"Section 4" and replace "are" with "is"

Page 39, line 7, replace "are” with "is"

Renumber accordingly

(2) DESK, {3} COMM Page No. 2 SR-31-3131
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Minutes:

Chairman Keiser: Opened the hearing on SB 2032,

Lee Peterson, Commissioner, ND Department of Commerce: Appeared in

support of SB 2032 and provided a written statement (SEE ATTACHED

TESTIMONY).

Representative Kasper: How much money is going to be put in to the

Richardton Plant, and how many employees will be working there once it is up

and running?

Lee Peterson: The amount would be 3.2 million dollars including a $150,000.00

from APOC which assisted the company in getting itself started up, the remainder
of the money is in a preferred stock or equity, and they will have about 36
employees hired, that is the number we got from the company.

Representative Amerman: You mention the Centers of Excellence, it sounds




Page 2

House Industry, Business and Labor Committee
Bill/Resolution Number SB 2032

Hearing Date 3-14-05

like you said that the money was amended out?

Lee Peterson: In the Senate, there was initially 5 million i_n the department of
commerce budget for Centers 6f Excellence, the intention of that 5 million was a
repayment of a 50 million chunk of money, the senate side amended out 2.5
million of that and took away any mention of the 50 million dollars Centers of
Excellence.

Representative Kasper: Just on your budget, about how many biennial dollars
are there?

Lee Peterson: It is close to 8 million dollars.

Jennifer Clark, Legislative Council Interim Economic Development
Committee ND: Appeared in support of the initial bill, there are 7 main topic
areas in this bill, the first one is venture and risk capital (Bank of ND), the second
one venture and risk capital in General, the third is the cooperative experience
program, the fourth one is international trade and the North Dakota American
Indian business development office, the fifth is technology commercialization
the sixth, is insurance and liability, and the seventh item is transportation.
Representative Amerman: Is the funding for Section 4 still intact?

Jennifer Clark: No, now I will address the portions that you do not see, that
were in the original bill and have been amended out. The Centers of Excellence
Programs, a local economic developer certification program, a state procurement

program, a target industry program, an image program, a business hot line, the

provisions of the bill relating to the seed capital investment tax credit, the
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House Industry, Business and Labor Committee

" Bill/Resolution Number SB 2032

Hearing Date 3-14-05

business climate initiatives, that on going LC studies, the Dakota Manufacturing
initiatives as well as study and report to LC on intellectual property and economic
development, so now you have 7 of the initial 18 major topic areas.

Gene Griffin, Director of Upper Great Plains Institute, North Dakota State

University: Appeared in support of the bill, and want to briefly emphasis the
importance of Section 17, we think transportation logistics are very fundamental
for North Dakotas business climate and its economic development opportunities
without it we wouldn’t have companies, like Bobcat, we wouldn’t have farmers
marketing to foreign customers, that said what we would plan to do if we tried to
do the study is include directing the benefits of lower transportation costs for
highway travelers and crate shippers as a result of infrastructure and investment
regional economic benefits and jobs are a result of reduced transportation costs
improve mobility in the state in three long term benefits we have a number of
specifics that we have developed that we have shared with the state board of
higher ed when they requested a fiscal note from us, that we would be glad to
share with you later if you would like to look at them, I would like to say that
without any funding we would not be able to conduct this study and if we were
required to do it with limited funding, we could probably do it, but I wouldn’t ask
you to trust the results of the study.

Eddie Dunn, Vice Chancellor for Strategic Planning of North Dakota

University System: Appeared on SB 2032 bill and provided a written statement
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House Industry, Business and Labor Committee
Bill/Resolution Number SB 2032

Hearing Date 3-14-05
.‘ (SEE ATTACHED TESTIMONY).

Chuck Fleming, Marketing Coordinator. Department of Agriculture: [ am

against unfunded mandates, as stated in the amended version of SB 2032. On
page 13 it says in language starting on lines 14, that the commissioner may
contract with a third party for the provision of services for the division of

international trade, we are not opposed to that, but I think we should approach

with a little degree of caution and believe that the plan is in fact for the
department of commerce to contract and the intentions of probably to contract
with a current, private, non profit, corporation.
Carol Two Eagle: Appeared in support of SB 2032, and I'm going to ask you to
. look for funding and the reason being is regarding to Indian Business
- Development. Most of the Indians in this state do not want to be on welfare, there
is a serious problem here and it causes more ramifications then 60% of the welfare
dollars that are consumed by the Indian People.

Representative Froseth: Is it possible to get a section by section summary?

Representative Dosch: I will have some amendments prepared from LC.

Hearing adjourned.
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Minutes: / W !
. Chairman Keiser: Reconvened on SB 2032.

Jennifer Clark, Legislative Council; Appeared and explained the changes to SB 2032 (SEE

ATTACHED TESTIMONY). What this document reflects is the 18 subject or issue areas that
have been changed and what they were changed from. The first column is the subject matter, in
the second column, is what was included in the initial SB 2032. In the second column, you will
notice if it remains in 2032 each of those 18 areas or whether it was move to the department of
commerce appropriation bill so for every one of those 18, they will either remain in 2032 or
2018. In the third column is the appropriation and the introduction, that is the column that
reflects whether there was an appropriation measure in 2032 as it was introduced or as it came
out of the interim, in the final column, is what appropriation exists now in each one of the those

18 subject issues.

Representative Kasper: | MOVE to AMEND out SECTION 4.
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Bill/Resolution Number SB 2032

Hearing Date 3-15-05

Representative Froseth: 1 SECOND the motion to AMEND out SECTION 4.

Motion carried voice vote.

Representative Froseth: I MOVE TO ADOPT Section 15, 16, 17.

Representative Ekstrom: | SECOND the motion to ADOPT the section.

Motion carried voice vote.

Representative Thorpe: I Move to further ADOPT Sect. American Indian.
Representative Ekstrom: I SECOND the motion to further adopt amendment
Motion carried voice vote.

Representative Ekstrom: | MOVE A DO PASS as AMENDED and RE-REFER to
APPROPRIATIONS

Representative Thorpe: 1 SECOND the DO PASS AS AMENDED MOTION and Re-Refer

Motion carried. VOTE: 13-YES 1-NO (-Absent.

Representative Dosch will carry the bill on the floor.
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2005 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTIONNO. 3§ 9039

House INDUSTRY, BUSINESS AND LABOR Committee

Check here for Conference Committee

Legislative Council Amendment Number

Action Taken \_m‘nnéﬂd f)uﬁ' S@d . J

Motion Made By Seconded By

Rep. Kasper Kop. Freseth

Representatives Representatives
G. Keiser-Chairman Rep. B. Amerman
N. Johnson-Vice Chairman Rep. T. Boe
Rep. D. Clark Rep. M. Ekstrom
Rep. D. Dietrich Rep. E. Thorpe
Rep. M. Dosch
Rep. G. Froseth
Rep. J. Kasper
Rep. D. Nottestad
Rep. D. Ruby
Rep. D. Vigesaa

Total (Yes) ) ‘—J‘ No )

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
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Action Taken dmend n Sect. 15117
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’ ’ _12@,0. Fraseth ’ Qe,ia EKstrom

Representatives Representatives
G. Keiser-Chairman ‘ Rep. B. Amerman
N. Johnson-Vice Chairman Rep. T. Boe
Rep. D. Clark Rep. M. Ekstrom
Rep. D. Dietrich Rep. E. Thorpe
Rep. M. Dosch
Rep. G. Froseth
Rep. J. Kasper
Rep. D. Nottestad
Rep. D. Ruby
Rep. D. Vigesaa

Total  (Yes) |3 No [( Sohnson )
N /

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
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Representatives Representatives
G. Keiser-Chairman ' Rep. B. Amerman
N. Johnson-Vice Chairman Rep. T. Boe
Rep. D. Clark Rep. M. Ekstrom
Rep. D. Dietrich Rep. E. Thorpe
Rep. M. Dosch
Rep. G. Froseth
Rep. J. Kasper
Rep. D. Nottestad
Rep. D. Ruby
Rep. D. Vigesaa
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REPORT OF STANDING COMMITTEE (410) Module No: HR-48-5102
March 16, 2005 8:22 a.m. Carrier: Dosch
Insert LC: 50180.0401 Title: .0500

REPORT OF STANDING COMMITTEE
SB 2032, as reengrossed: Industry, Business and Labor Committee (Rep. Kelser,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS and BE REREFERRED to the Appropriations Committee
(13 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). Reengrossed SB 2032 was placed
on the Sixth order on the calendar.

Page 1, line 1, remove “create and enact a new section to chapter 15-20.1 of the North
Dakota"

Page 1, remove fine 2
Page 1, line 3, remove "experience program; to"

Page 1, line 12, replace "appropriations” with "an appropriation”, after the second semicolon
insert "and", after the second “provide" insert "an”, and replace "dates; and to provide
an" with "date.”

Page 1, remove line 13

Page 11, remove lines 21 through 30
Page 22, remove lines 4 through 10
Page 23, after line 29, insert:

“SECTION 16. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $129,272,
or so much of the sum as may be necessary, to the department of commerce for the
purpose of funding the North Dakota American Indian business development office, for
the biennium beginning July 1, 2005, and ending June 30, 2007. The department of
commerce is authorized one full-time equivalent position.

SECTION 17. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $50,000,
or so much of the sum as may be necessary, to the state board of higher education for
the purpose of performing the technology commercialization study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 18. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $485,000,
or so much of the sum as may be necessary, to the upper great plains transportation
institute for the purpose of performing the transportation study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 19. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $43,750,
or so0 much of the sum as may be necessary, to the insurance commissioner for the
purpose of performing the insurance and liability study, for the biennium beginning
July 1, 2005, and ending June 30, 2007."

Page 24, line 1, replace "10" with "9"
Page 24, line 2, replace "8" with "7" and replace "9" with "8"

Page 24, remove lines 4 and 5

{2) DESK, (3) COMM Page No. 1 HR-48-5102
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Minutes:Chair Carlson opened hearing on SB 2032, relating to venture capital corporations and
the Myron G. Nelson Fund, Incorporated; to provide for state agency studies, reports to the
legislative council, and a legislative council study; to provide an appropriation; and to provide an
effective date.

Jennifer Clark, Legislative Council: Overview of sections. (SEE SB 2032)

Rep. Skarphol: Do you recall any conversations that took place with regard to how the 5
million that we put in last time has been used, whether it’s all been utilized, and what the
prospects are for that?

Jennifer: Tcan’t give you any detailed information, but my recollection is during interim, the
committee heard testimony that the 5 million dollars had been invested.

Rep. Skarphol: Did you hear where?

Jennifer: Idon’t recall where they’ve invested that.

Rep. Glassheim: Is there money tied up in either of those funds?
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Jennifer: Not that I'm aware of. Idon’t believe that there’s any funds. The little T do know
about the Myron G. Nelson Fund is that it had been a state investment program, and it had
privatized, so I think any transfers related to that have already taken place.

Rep. Skarphol: In section 6 with regard to the Office of International Trade, it says the
Commissioner shall appoint the director of any division, but then it must give him some latitude
to say that the Commissioner may contract with a 3rd party. Does that imply that he does not
need to have a director of that division?

Jennifer: I would assume that there would need to be a director of the division.

Rep. Skarphol: Is there an appropriation for a new FTE in the Commerce Department budget,
that you're aware of?

Jennifer: Ibelieve that there is an appropriation attached to this that’s in 2018. I believe there is
a provision in 2018 addressing Trade.

Rep. Glassheim: Is there an appropriation for the Division of International Trade in here?
Jennifer: It looks like for International Trade my notes indicate that SB 2018 under section 19
addresses the Trade program. It does not include any funding for the Native American Office.
The bill before you with the House IB&L appropriation also provides an appropriation for the
Native American Office, and one FTE.

Chair Carlson: Was any of this funding in the Governor’s budget?

Sandy, OMB: We put 500,000 dollars from the Development Fund to fund International Trade,
not just this particular office, but the International Trade Authority.

Chair Carlson: Why did they want to go out for 4 years?

Jennifer: I can’t speak to what their thinking was on that.




Page 3
House Government Performance Division
Bill/Resolution Number SB2032

Hearing Date March 21, 2005

Rep. Monson: I read in the fiscal note that it had no fiscal effect. How can that be?

Jennifer: My understanding is that comes from a loan from the ND Development Fund, and in
theory, I would assume that there would be a return on the investment.

Rep. Skarphol: Last session, there was some language put into this particular piece of
legislation that establishes a 5 million dollar fund that required that any profits occurring because
of investments in these must go back into the Bank of ND Student Loan Fund. I'm not sure what
the net result has been.

Karlene Fine: When you established the 5 million dollar venture fund last year, you indicated
that if there were any shortfalls that the Bank of ND could go to the Industrial Commission to
seck reimbursement from the Student Loan Trust. Then there was some amendments that
allowed that if there was profits, they would first pay back the Student Loan Trust, and then the
profits would be shared between the Student Loan Trust and the Bank of ND. The Bank of ND
has now allocated that first 5 million dollars to a nurﬂber of projects, and at this time we have not
had any losses. We’ve not really had enough time to see how successful those investments are,
and this bill will increase the amount to 10 million dollars.

Rep. Skarphol: It will have the same provisions with regard to the Student Loan Trust Fund?
Karlene: Exactly.

Rep. Skarphol: What is the balance in the Student Loan Trust Fund? Is it less than 10 million?
Karlene: No. In the 1979 resolution the balance is about 25.9 million dollars, and within the
1996 resolution about 20 million dollars.

Rep. Skarphol: If there were the need to go to the Student Loan Trust, which resolution is

going to get tapped first?
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Karlene: It would be this 1979 resolution, because there are fewer bonds outstanding against
that resolution. The 1996 resolution there is approximately 122 million bonds outstanding.
Rep. Skarphol: In the event there is a supposition that we can take 9 million dollars out of the
Student Loan fund next biennium to transfer to the general fund, but in the event of a default, that
number may be reduced because of the implications to that particular resolution.

Karlene: That is correct.

Rep. Monson: Let’s assume that some of these venture loans do go south, and they have to tap
into that. We’ve been tapping into that Student Loan Trust Fund for some other things. Are you
aware of how much is actvally available if things went bad on us here?

Karlene: Right now the balance is 25.9 million dollars. The 1152, which you passed out of
here, has a transfer of general fund dollars of 9 million dollars that would come out. That would
leave a balance of about 17 million dollars still available for if there was a shortfall because of
the venture fund.

Chair Carlson: What is the reason for the language on page 3, “if they find a 3rd party
administrator.” Why do they want to do that?

Jennifer: There was some testimony from the President of the bank that there’s a perceived
conflict of interest by the bank both having an ownership position, and managing the funds. That
was an attempt to address that concern.

Rep. Skarphol: On the top of page 11, can you explain section 3 to me?

Jennifer: 1can’t give you an example of a nonprofit. I think the likely assumption is that they
would contract with the ND Development Fund. This Cooperation is the ND Development

Fund, so that’s existing.
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Rep. Skarphol: They wouldn’t be subject to section 3 on page 11 then?
Jennifer: Page 11, lines 1-16 pertains specifically to the ND Development Fund.

Chair Carlson: Why does the Develop Fund need to change?

- Jennifer: My understanding is that you have 2 changes here. You’ve got the amount of .-_fun'ds' '

that the Bank of ND may borrow form the Development Fund, and then the changes-’f(‘)nrlines
10-11 authorize the ND Development Fund to contract with the Bank of ND to provide
management services.

Rep. Monson: Does this mean that the person that he appoints or contracts would be the
division chair?

Jennifer: You raised a good question that hadn’t been discussed during the interirr'L My reading
is that the Commissioner needs to appoint a director.

Rep. Monson: It 1ooks like we're taking out, in reference to the maximum amount of money
that someone would be able to access, through venture capital.

Jennifer: The repeal of these two chapters happened pretty quickly during the interim, and one
reason why we’re having that 2 year delay in the effective date is if there are any outstar}ding
benefits to having these references in law. If we repeal that chapter of law, this fiaﬁguage will
have to cither be deleted entirely or modified substantially.

Chair Carlson: How can they stay out of law, when they are in part of the bill?

Jennifer: They’ll go in session law, but they won’t go into the Century Code.

Chair Carlson: So, these studies really are requests for legislative council, or are they mandates

to study?
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Jennifer: The first one on page 20, line 28 would be a required study, and that’.s a legislative
council study. The study on section 11, page 21 would be the Bank of ND studying and reporting
to an interim committee. The same thing with section 12, That is a required study of the
Commissioner of Commerce, and will report to the legislative council, and the same with section
13, the State Board of Education shall conduct and study and report. Section 14 is the Insurance
Commissioner shall conduct a study and report.

Rep. Monson: What does the Insurance Commissioner have to do with this?

Jennifer: One of the focuses on this study on section 14, is the special focus on the Travel and
Tourism Industry.

Rep. Skarphol: Section 18, you have to help me understand how it can take 485,000 dollars to
do anot.her study on transportation after we’ve done as fnany as we've done? What’s left to be
studied?

Jennifer: [ don’t know if I can address what’s left to be studied, but as I recall part of what went
into creating that fiscal note was purchasing of a Remmy software system, which would assist in ‘
the study. That should be reflected in the fiscal note of this bill.

Rep. Glasshiem: Did the Senate take anything out for any other studies, or all of those studies
either fully funded, or in legislative council so they are funded automatically through the
legislative appropriation?

Jennifer: Tbelieve as this bill comes to you, I think they funded anything that had a fiscal note.

1 think that’s what House IB&L intended to do is either take it out or attach a pricetag.

Austin Gillette: Testimony of Tex Hall. (SEE WRITTEN TESTIMONY)

Chair Carlson: Is there actually someone employed in that area in you department right now?
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Cory Fong: No. The intent of the legislation would be to provide us with the resources to be
able to bring that expertise into our Economic Development Office. So that we can interface
more with Native American businesses as well as the Indian Affairs Office, and the Reservations
and Tribes to cultivate opportunities for Native American Business.

Chair Carlson: There already was a division, or something in you office already that says the
ND American Indian Business Development Office. So, you already had in code in ED&F that
was one of your duties, correct?

Cory: Iunderstand that it was under the office, however there were not the resources to fulfill
those needs. Therefore, this would establish the office, and also provide the resources.

Rep. Skarphol: That would probably be to implement the bill that we passed today on the
House floor?

Karlene: 1526 is the guarantee reserve board that’s going to be established under the Industrial
Commission through the bank of ND, where the Bank of ND will assure that payments are made
on outstanding bills.

Cory Fong: Testimony of Lee Peterson, and overview of spreadsheet. (SEE WRITTEN
TESTIMONY)

Rep. Skarphol: In column 2, if I go down and add them up there’s 5 FTE’s listed there. Based
on the original plan, there would have been 5 new FTE’s authorized, is that correct?

Cory: There was discussion about FTE for the Trade Office. In the original version of 2032,
there was 1.5 FTE’s that were authorized. That was removed when all of it was changed at the

Senate.




Page 8
House Government Performance Division
Bill/Resolution Number SB2032

. Hearing Date March 21, 2005

Rep. Monson: That Upper Great Plains Transportation Institute, so they have their own budget
within NDSU?
Eddy Dunn: It’s in Higher Ed’s budget.
Eddy Dunn, Vice Chancellor for the University System: (SEE WRITTEN TESTIMONY)
Rep. Skarphol: Can you comment on the 485,000 dollar figure for the Transportation study?
Eddy: It would be for the purchase of Remmy, that they don’t have right now. If they were to
do that, it does take that specialized software that .would be used for it. That would be the intent
of it.

Closed Hearing on SB 2032,
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Minutes:Chair Carlson opened general discussion on SB 2032, relating to venture capital
corporations and the Myron G. Nelson Fund, Incorporated; to provide for state agency studies,
reports to the legislative council, and a legislative council study; to provide an appropriation; and
to provide an effective date.

Overview of SB 2032. (SEE SB 2032)

Lt. Governor Jack Dalrymple: Clearly, the question of how to handle the ND Trade Office has
everything to do with whether it’s going to be a division or not a division. It’s all part of the
same question, your right.

Chair Carlson: It’s called a division, but then it says it’s going to be contracted.
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Lt. Governor: You can do both. You can have a division, and then you can still call for
contracting the services, so they are not incompatible.

Chair Carlson: Do we need a director, or not?

Lt. Governor: Probably would be an existing person in Commerce, unless you decided
otherwise.

Rep. Skarphol: What’s going to be their role?

Lt. Governor: Overseeing the activity of the Trade Office and the board, and I presume acting
as some kind of contact person in the department.

Chair Carlson: How do you envision the money, the transfer on a contract basis?

Lt. Governor: As I understand it, you’re having a problem with this RFP concept, because you
don’t see that as a very competitive situation. In that case, an option would be to simply let the
money flow to the board of the Trade Office, and let them outsource the services to Export ND.
Rep. Skarphol: If you say that it’s going to be an existing employee, that’s fine, but it has to be
an employee different, because it creates a new division. Is that what’s intended?

Jennifer Clark, Legislative Council: I don’t recall the committee having a detailed discussion.
This wasn’t one of the detailed points discussed, however, there’s nothing here that says one
person can’t be the Director of Community Services and Tourism.

Chair Carlson: If I'm reading the bill right, there’s a half a million dollars taken from the Trade
Fund to fund the Trade Office.

Lt. Governor: Structurally, I think you need a couple of things. If your going to have a

division, fine, but then the money that you’re appropriating goes to the division. Then I think

you need to make it clear that the oversight of the funds, or the use of the funds, is directed by a
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board known as the ND Trade Office. They in turn are authorized to obtain services, contract
with a 3rd party for services necessary to carry out the mission of the Division of Export Trade,
and the ND Trade Office.

Chair Carlson: We could just plain make it the responsibility of the director that he contract for
such and such duties in regard to International Trade to.

Jennifer: Academically, the Commissioner has authority to create this office. He can create any
division he wants.

Lt. Governor: I think you couid send the money to the Division of Economic Development and
Finance/Department of International Trade, line item. The responsible person is the Director of
Economic Development and Finance, and the funds are dedicated to the International Trade
Activity. The funds are under the supervision of the ND Trade Office, which is governed by a
board. The board has the authority to contract for International Trade Services with a 3rd party.
Rep. Monson: I'm fine with us putting money into ED&F for International Trade, but I don’t
know if we want to bring in the board and the bidding. I'd like to somehow get language in there
that the RFP that was let out before, it can somehow be extended for the next biennium, so we
don’t have to go through that. I don’t know if this board is actually even necessary. If we make
ED&F responsible for this money, I would hope she would be getting feedback from people on
the board.

Lt. Governor: [ think this committee last time created the ND Trade Office as the place for the
$75,000 to go.

Chair Carlson: So, in other words, your Trade Office is history?

Lt. Governor: | suppose technically, it is.
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Rep. Monson: Do you really need a board that votes as officially appointed by the Governor, if
you’ve got ED&F in charge of this?

Lt. Governor: I think that’s exactly what happened, now that you mention it. I think Linda just

created an advisory board of her own to tell her what to do with the $75,000.

Closed General Discussion Hearing.
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Minutes:

Chairman Carlson opened discussion on SB 2032. Ms. Jennifer Clark, Legislative Council,
was present to assist the Committee. They began with section 1 which covers pp. 1-6 of the bill
with regard to the Bank of North Dakota’s venture capital investments. With regard to the change
in date from 2007 to 2009, Ms. Clark said the investments take quite a long time to mature, so
that may be why it was extended. Chairman Carlson asked where the $10 million funding
comes from and Rep. Skarphol said that last time they made sure it was guaranteed out of the
student loan trust. Rep. Monson said that on Line 14, p. 1, “The Bank of North Dakota may...”
Chairman Carlson asked Director Karlene Fine, Industrial Commission, where that money
originated. Dir. Fine said the money comes from the investments of the Bank of North Dakota.
Chairman Carlson added the undivided assets and Dir. Fine confirmed as well as the fact that

if there’s a loss, the Bank can go to the Industrial Commission to seek reimbursement from the

Student Loan Trust Fund. Rep. Skarphol added that if there’s a profit, the money is turned back
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to the student loan trust first. Dir. Fine said that after that the BND and the trust fund share in
any profits. Chairman Carlson asked how much has been used so far. Rep. Skarphol said $4.6
out of the $5 million. Chairman Carlson asked if this is a new $10 million or $5 million on top
of the $4.6 million used up. Dir. Fine said this is an additional $5 million for a total of $10
million that the Bank could invest. Chairman Carlson asked why they want a third party
administrator. Rep. Skarphol said that’s due to the conflict of interest that’s created by the Bank
doing both the venture capital and potentially underwriting the loan. Dir. Fine explained this
would happen if the bank were approached to invest as an equity investor, but it also had to make
a loan. When you become an equity investor, you make determinations regarding a loan that
might be different. The third party could be the development fund within the Dept. of Commerce
or it could be some other N.D. managed company that meets qualifications spelled out in statute.
Chairman Carlson asked if this is done case by case or whether it’s third party managemént. So
far, this hasn’t applied, but it provides the flexibility when needed.

Chairman Carlson asked if this is the only program where the legislature is tapping into those
undivided assets. Dir. Fine said this is the only program where the Bank is directed to use their
assets to invest in specific programs.

Chairman Carlson asked for confirmation regarding Ms. Clark’s response about the date
change and Dir. Fine confirmed.

Chairman Carlisle asked Ms. Clark if the language is pretty much the same from pp. 1-6. Ms.
Clark said corresponding to section 1 is section 3, which begins on p. 10 and concerns the N.D.
Development Fund. This section authorized the Development Fund to be a third party and makes

the change from $5 to $10 million. Chairman Carlson asked if by including the $10 million in
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two places, it’s actually authorizing $20 million. Ms. Clark said one mirrors the other. Rep.
Monson asked about the reference to “the corporation” on p. 11. Ms. Clark said “the
corporation” is the N.D. Development Fund. Rep. Skarphol asked how this will read in the final
analysis--which sentence will be first, that on p. 3 or p. 11. They’re both from the same section of
law. Ms. Clark said section 1 is Bank of North Dakota, chapter 609. On p. 11 it refers to the
corporation’s title 10. Rep. Monson asked why it refers to “third party management” when it
really means “development fund.” Ms. Clark said they’re both permissive. The BND may
contract for the third party; if they chose not to, there’s no need to go further. If they choose to
have a third party manager for one or all of their investments, they then would choose who does
it, whether the development fund or somebody else. If they do choose the development fund,
there needs to be an authorization. Chairman Carlson summarized that this gives the
development fund authority to borrow up to $10 million which comes through the Bank and they
could manage the services. Ms. Clark confirmed.

Chairman Carlson referred the Committee to Section 2. Rep. Skarphol asked first about
section 11 and whether or not that was germane to venture capital. Ms. Clark said yes. It’s the
study provision. Chairman Carlson asked why section 1, 3, and 11 aren’t in the beginning of
the bill. Ms. Clark said that when they amend sections of law, they are done in order that they
would occur in the Century Code. Title six comes before ten. They also go from lowest to
highest.

Rep. Skarphol asked if sections 2, 7, 8, 9, 11 & 20 all dealt with seed capital. (Meter #1170)
Ms. Clark said 2, 7, 8, 9, 10 & 20 relate to the repeal of the venture and risk capital and Myron

Jean Nelson funds. Rep. Skarphol asked her to repeat and she said those sections relate to the
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venture and risk capital chapter of law and the venture capital corporations chapter of law. They
are all responsive to the repeal provision under section 9 of the bill (See p. 20). She noted that
two sections of law are to be repealed, effective 2007. As soon as those sections of law are
repealed, any time those sections are mentioned, they have to be changed throughout the Code.
Rep. Skarphol said that’s what’s happening in section 2, subsection 12, on p. 9 and Ms. Clark
confirmed. Chairman Carlson asked why that language is being taken out. Ms. Clark referred
to line 11 and “organized under ....chapter 10-30.1” and said since it doesn’t exist, it’s deleted.
There can’t be a venture capital corporation or any organization under 10-30.1 because 1t’s
repealed. Rep. Skarphol asked why and Ms. Clark said according to testimony, those two
chapters of law haven’t been used for years. Rep. Monson said this is cleaning up the Code. Ms.
Clark said there may some value to retaining these sections and there’s a corresponding study to
allow for input on any changes that might make this section valuable. Rep. Monson said that’s
the reason for the 2009 date and Ms. Clark confirmed. Rep. Skarphol asked if it doesn’t also
differentiate between seed capital and others. Ms. Clark said there’s a seed capital investment
tax credit, and that body of law is located in 2018.

Ms. Clark said sections 4, 5, and 6 are all related to the organization of EDF and the Department
of Commerce and the Tribal and Trade Office. Chairman Carlson asked if there were any
comparable sections in the appropriations bill. Ms. Clark said they have the appropriation for the
international. She informed the Committee that she had prepared the amendment as directed
which would pull this subject area out and put it in 2018. Chairman Carlson asked if the three

sections could be tied into the other bill. Ms. Clark said that would be appropriate because it’s

directly related to the Department of Commerce. Rep. Skarphol asked if those were 4, 5, and 6
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and Ms. Clark said yes. She said it would also pull out 12 which is the report and 16 of the
appropriation. She referred to the amendment .0205 dated March 24. She said that if they pulled
this out of the bill, this is what it would like in 2018. She hasn’t prepared the corresponding
amendments to 2032, Chairman Carlsbn said they would consider this later, but the Committee
will assume that sections 4, 5, 6, 12, and 16 could come out of this and go into Commerce where
it belongs. He thanked Ms. Clark for doing this work.

Chairman Carlson referred the Committee to section 7 and Ms. Clark explained that this is a
cross reference to the repeal of those two chapters (See pp. 18-19). She went on to point out that
section 8 on p. 20 is the same thing. Lines 10-11 are changing a cross reference.

Chairman Carlson asked about section 10 and Ms. Clark said it’s related to section 9. That is a
legislative council study attached to that repeal. When something is repealed, this is to make sure
no one’s adversely affected or whether modifications could be made which make it valuable to
keep.

Chairman Carlson noted that sections 11, 13, and 14 are studies. Section 15 is an appropriation
and a transportation study. Ms. Clark said there are appropriations; for 13 the appropriation is in
17; for 14, the appropriation is in 19; for 15, the appropriation is in 18. Chairman Carlson said
$50,000 for higher education technology commercialization; $485,000 for the transportation
study; $43,750 for the insurance and liability study; and the other part is the effective date of that
repealer.

Chairman Carlson left to testify on another bill. (Meter #2150) Rep. Monson asked if all of
these studies are really needed. He said he understood about section 10, Ms. Clark said the

repeal is 2007 and the N.D. Development Fund and BND program expires in 2009. Rep.
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Skarphol said that repeal doesn’t take place until the study’s done. Ms. Clark said the study on
section 11 is directly related to the BND and ND Development Fund. Rep. Skarphol said the
report from the President of the BND regards the status of the investments and whether the
investment program should continue and whether there are potential changes that could improve
it.

Rep. Monson asked about section 14 regarding the state’s liability insurance marketplace. Ms.
Clark asked the Committee if knew what the interim economic development committee did. It’s
was Rep. Berg’s primary sector business congress. The Committee met four times in each
quadrant of the state where they invited local businesses and economic developers to discuss
their needs. They also hired a consultant. They developed a list of 20 issues that kept coming up,
such as barriers in our business climate, and the Committee reviewed the list to determine what
changes could be made in the law. They acknowledged how important the insurance climate is to
promote business, but since they didn’t know what to do, the study directs the insurance
commissioner to gather the necessary information. Some issues were delayed. The transportation
study came from the problem of how to get product to market, especially in rural areas. Rep.
Skarphol asked why there’s a $485,000 appropriation to do a study the Upper Great Plains
thransportation Institute should be doing with their regular appropriation. He asked if this is to
hire a consultant. Ms. Clark said she thought they are the consultant that’s being hired. She
added that the interim committee probably didn’t see this figure. Rep. Skarphol said he still
didn’t understand why this was in addition to the regular appropriation or why priorities couldn’t
be shifted to handle this as well. Ms. Cla;rk said this is a policy decision and to further questions,

she deferred to someone more informed. Rep. Glassheim asked how many general fund dollars
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they receive. Ms. Clark said it’s about $500,000. Rep. Skarphol asked the source of the rest of
their money. Ms. Clark said she wasn’t sure. Rep. Skarphol said it’s a budget of $15 million.
Rep. Glassheim suggested much of that must be grant money to do studies. Ms. Clark said
House IBL would have written testimony that would clarify these questions. Rep. Skarphol
suggested they study further on this issue. He noted that in Full Committee they discussed
$300,000 for the Upper Great Plains Institute in one of the other budgets. Ms. Clark said their
appropriation is in 2020, which is the Ag Research bill,

Rep. Skarphol asked about the amendment and Ms. Clark said the amendment to 2032 hasn’t
been drafted. She was waiting to see if there was anything else that would be taken out. Rep.
Skarphol asked Ms. Sandy Paulson, OMB, when the insurance commissioner study took place.
Ms. Paulson said she just spoke with Commissioner Poolman and he told here there was no need
for this study. He can provide this information now as a result of background work they’ve
already done. Ms. Clark said that when IBL put that $43,750 in, they took it off the fiscal note
for the Insurance Commissioner’s Office. The fiscal note hasn’t been changed since then.
Chairman Carlson returned to the Committee.

Rep. Skarphol asked what REMI meant and Chairman Carlson suggested is meant Regional
Economic Measurement Indicators. Another suggested it means Regional Economic Models, Inc.
Rep. Skarphol said the Commerce Department has the REMI system; he wasn’t sure why Upper
Great Plains needed one, too. Chairman Carlson said he read the Upper Great Plains manual
and what they’re doing here is what they’re supposed to do. Their mission is to study

infrastructure, road to market, etc. That’s why they get federal money. Rep. Glassheim asked if

someone could come and speak to them regarding all this.
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. Chairman Carlson asked if there was anything in 2018 that should come back to be in with the
venture and seed capital. Ms. Clark said there were some things in 2018 that are not specifically
Department of Commerce. One is the OMB state purchasing. Arguably, centers of excellence is a

Department of Commerce program. It started there last session from an appropriation bill. She

noted that the Department of Commerce must qualify a business in order to come under the seed
capital investment tax credit. This could be moved over to the Tax Department. She also
mentioned an intellectual properties study in 2018 that’s being conducted by Higher Ed.

Rep. Monson asked if the Committee was finished with 2032 and Chairman Carlson asked if

there were any more questions. Since there weren’t, he closed discussion on 2032.

(Meter #4520)




(Fp}/ General Discussion

gﬁd\ O Committee on Committees
OJ& O Rules Committee

// | Q Confirmation Hearings
/C}O O Delayed Bills Committee
ﬂHouse Appropriations

(d Senate Appropriations

1 Other

Date March 31, 2005

Tape Number Side A B Side Meter #
1 X 1-End
X 1-5725

Committee Clerk Signature “m yu MD

Minutes:Chair Carlson opened general discussion hearing on SB 2032, relating to venture

capital corporations and the Myron G. Nelson Fund, Incorporated; to provide for state agency
studies, reports to the legislative council, and a legislative council study; to provide an
appropriation; and to provide and effective date.

Jennifer Clark: Overview of amendment. (SEE AMENDMENT 50180.0406)

Rep. Skarphol: If you got private sector putting $2.00 up for every $1.00 we give them, who
owns it?

Lt. Governor Dalrymple: I think the Designation Center of Excellence relates to it’s presence

on a campus, and that is what we’re talking about here is the Designation Center of Excellence. 1
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know that sounds contrary to the notion that the private sector partner is the key to the deal, but
as far as the state is concerned, that’s where we participate.

Rep. Skarphol: How many private sector people are going to go for a deal that says a center
must be an institution of Higher Education under the control of the board, or a nonprofit. I'm
having difficulty figuring out whose going to do this.

Lt. Governor: If you were going to have a Center of Excellence of weather modification at
NDSU. The private company could put in 100 million dollars if they want, but what we’re doing
1s creating a Center of Excellence by bringing students, faculty, and other resources to it. So, our
law needs to talk about what we consider to be the Center of Excellence, and how we put money
into it.

Rep. Glassheim: Is a Center of Excellence necessarily a building, or is it an entity? If that’s the
case, does the building have to be on a campus?

Lt. Governor: It is a center of activity, much of it economic activity. There is a School of
Architecture in downtown Fargo. If something is happening in the vicinity of the School of
Architecture, yes that could be a Center of Excellence. Conceptually, it would almost have to be
at least in the vicinity, otherwise it’s hard to imagine faculty students participating. Your right,
the Center of Excellence is where the activity takes place, wherever that may be.

Rep. Skarphol: You need to help me understand what it is your getting at, because I’m still
having difficulty not understanding why we can’t define center in a more adequate matter than
what is defined here.

Jennifer: When I use the word center, I mean someone the board has designated.

Rep. Skarphol: I move amendment 50180.0406 with changes.
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Rep. Monson: Second.

Voice vote, amendment passes.

Rep. Skarphol: Do pass, as amended.
Rep. Glassheim: Second.

Roll Call vote. SB 2032 is a do pass, as amended.
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Minutes: Chair Carlson opened general discussion on SB 2032, relating to venture capital

corporations and the Myron G. Nelson Fund, Incorporated; to provide for state agency studies,

reports to the legislative council, and a legislative council study; to provide an appropriation; and

to provide an effective date.

Overview of amendment. (SEE AMENDMENT 50180.0407)

Chair Carlson: If this were to pass, it would basically take another 2 ¥ million dollars out of

the Treasury, because it will probably get used. |

Dennita Wald: The credit is figured by the fact that you can only take 1/3 of it per year. So, it’s

really only 833,000 dollars per year that can actually be paid.
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Chair Carlson: How does it get so you can only use 1/3 of that, because you have to spread it
out over 3 years? Why wouldn’t there just be more people in the pool that would get to the 2 ¥
million, and they each take it over 3 years?

Rep. Skarphol: You can only take 1/3 of it per year, so once you get to the 2 % million you can
only take 833,000 like she said. The next year, you can carry forward 833,000. So, it will take
us 3 years to get to a full 2 ¥4 million, if it’s fully utilized.

Rep. Glassheim: What would be the affect for next biennium under current law?

Dennita: We’re out. There would be no credit anymore.

Rep. Skarphol: How long does it take for one of these credits to expire?

Jennifer: 5 years, then it would be done.

Rep. Monson: Does this retroactivity fall under any total limit, as far as 2 2 million? Does that
g0 back and fall under the limits in section 12, or is there no limit really on this other than what
we have put in here in 1-4?

Dennita: It really is already limited by the fact that it wasit was firm investments made in 2004.
We know who those individuals are, and we know how much that is. We have estimated that to
be 250,000 for the current biennium, and then 500,000 decrease in 2005/07.

Chair Carlson: T need to know the ramifications of what he wants to do. How you would do it,
and how would it affect what we just talked about.

Dennita: I would advise to put in the affective date clause that section 9 of this act is affective
for any business certified by the director after December 31, 2004.

Rep. Glassheim: With these measures, what’s the estimate of the cost to the Treasury for all off

these measures, as opposed to not enacting them?
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Chair Carlson: There’s going to be a new fiscal note, and that will be coming.

Rep. Monson: Where do we address ownership, because if if was a partnership they would own
it together?

Jennifer: The note I had made is to insert some language that would cross reference the
intellectual property in this section.

Chair Carlson: Where does the Commission actually sit in this whole approval process?

Lt. Governor: In the front.

Rep. Skarphol: I talked about the possibility of changing our laws in regard to corporating in
the state. Is there anything being done on that over the interim?

Jennifer: As a bit of background, there’s been some discussion on whether our incorporation
laws, our constitutional provisions, and our judicial system, whether it provides a beneficial
location for corporations to incorporate there. There had been a study requirement for the
Secretary of State to look at our laws and figure out what could be improved, and that didn’t go
anywhere. Ibelieve the State Fire Association had been working with attorney’s to review the
Constitution. I'm not aware of anything else going on.

Recessed until after floor session.

Reconvened on SB 2932.

Overview of amendment. (SEE AMENDMENT 50180.0409)

Rep. Monson: In your definition of the Center of Excellence, what is the Center of Excellence?
Jennifer: Through this chapter when we refer to a center, we’re talking about one that has been
designated, so it has gone through everything. Now when you talk about who can be designated,

it’s going to be one of our institutions or foundation non profit related to one of our institutions,
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under the control of the State Board of Higher Education. So, it’s one of our University system
campuses. They are working in partnership in order to come to the table and submit an
application. They have to have some type of partnering arrangement with the private sector.
Rep. Swedjen: Was your intent the one time funding only, one time per biennium?
Chair Carlson: Yes.

Rep. Skarphol: Move do pass on 0409 to SB 2032.

Rep. Monson: Second.

Roll call vote, amendment passes.

Rep. Skarphol: Move do pass, as amended on SB 2032.

Rep. Monson: Second.

Roll call vote on a do pass on SB 2032 as amended by 0406.

SB 2032 is a do pass, as amended.

Reopened general discussion hearing. Overview of amendment.

(SEE AMENDMENT 50180.0408)

Rep. Glassheim: I move to reconsider our action on SB 2032

Rep. Skarphol: Second.

Voice ;fote.

Rep. Skarphol: [ move to further amend as per 0408, except for #3 on page 9.

Rep. Monson: Second.

Voice vote, amendment passes.

Rep. Skarphol: I move SB 2032, as amended.

Rep. Monson: Second.
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Roll call vote. SB 2032 is a do pass, as amended.

Closed General Discussion Hearing.
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Rep. Ken Svedjan, Chairman opened the discussion on SB2032.

. Rep. Al Carlson moved amendment #0411 to SB2032
Rep. Bob Skarphol seconded
Rep. Al Carlson explained that this bill was changed in the Senate and IBL in the house and
from our own committee. We moved all funding from this bill over to the bill SB2018.
Ms Jennifer Clark of legislative council explained the 9 major topic areas of the bill. The first
topic area is Venture and Risk Capital effecting sections 1,3 and 19 of the amendment.
Rep. Jeff Delzer asked if this is the only place in all the bills that we changed that $5 million in
venture capital to $10 million, is this money coming from the bank’s profits, and of the $5
million we had in there for this biennium, how muc;"lii was spent.
Ms Jennifer Clark answered that these were the only two instances that she was aware of that

the venture capital was changed. She was unable to answer where the moneys came from.
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Rep. Bob Skarphol answered that $4.6 million of the $5 million is C().mmitted. Most of it to
Alien Technologies in Fargo and the balance to small projects primarily in the east.

Rep. Jeff Delzer asked if this other $5 million is already committed.

Rep. Bob Skarphol answered that there was no discussion about this money being committed
anywhere. The discussion was just that they needed this extra $5 million to be there in case they
needed it. In answer to the earlier question regarding where the money comes from, it does come
from the Bank of North Dakota but it is guaranteed by the Student Loan Trust Fund.

Rep. Jeff Delzer asked when any repayments would begin on the committed portion of these
funds.

Rep. Bob Skarphol answered that as venture capital it is highest risk but it is not anticipated to
be lost. These are good solid projects.

Rep. Jeff Delzer asked when the repayment would begin or would this be a rotating fund.

Rep. Bob Skarphol answered that if there are any repayments, the funds would be returned to
the sources from which the came.

Rep. Al Carlson commented that there was an earnings estimate of loans paid back of $4.250
million and the beginning balance of July 1, 2005 will be $3.281 in the fund and it is a revolving
fund. The default rate is low. (meter Tape #1, side A, #37.6)

Rep. David Monson explained that Rep Carlson was explaining the development fund and not
the venture capital fund. Rep Monson explained that the venture capital fund has not started
paying anything back yet and there are no set deadlines for when any repayment, if any, would

begin.
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Rep. Jeff Delzer asked if there were any required audit reports in the amendments or are the
audited strictly with the Bank of North Dakota.

Ms Jennifer Clark answered that section 19 of the bilt on page 21 is the corresponding report to
legislative council from the President of the Bank of North Dakota. It is not a required audit but
is a report on the status of the program and the investments.

Rep. Eliot Glassheim commented that this would be a regular Bank of North Dakota audit since
this is regular loan money even though it is a higher risk.

Rep. Jeff Delzer answered that Bank of North Dakota audits are hard to follow but that he
would follow this up on his own.

Ms Jennifer Clark explained that the second major topic in this bill is in the area of the repeal
of 2 chapters of century code and all related cross references relating to venture capital
corporations (section 16, page 20) The third major topic contains the Centers of Excellence
which effects section 4 on pages 8-11 of the amendment. This area is substantially different then
how they came over from the Senate.

Rep. Ken Svedjan, Chairman clarified that none of the reviewing bodies can change or alter
the application. The program has to stand on its own merits as initially applied for

Rep. Mike Timm, Vice Chairman asked about the Industry Cluster and the 6 categories listed.
Is there anything that would not qualify If not, why would you limit this

Rep. Bob Skarphol answered that when he had asked a similar question in committee the
answer given to him was that the strategic plan for the Commerce Department had 5 targeted
industries and the strategic plan recommended that these targeted industries should be the focus

of the Centers of Excellence because these are the primary areas of focus for the state of North
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Dakota. Virtually anything that could be thought of could be incorporated into these things so
there is no prohibition of ideas or industry.

Rep. Ken Svedjan, Chairman another way to ask this is could and idea that has applied but not
technically categorized in any of these 6 categories still be eligible to be a Center of Excellence
and still be funded.

Rep. Bob Skarphol commented that there was nothing in the list on page 10 that limits what
could be considered.

Rep. Mike Timm, Vice Chairman asked, for example, if a University comes with an idea and
applies at the Board of Higher Education, but they don’t fit into one of these 6 clusters then they
would they be denied.

Rép. Ken Svedjan, Chairman explained that these 6 categories are targets or the most likely
areas, but if something new came into the picture it could still be considered for funding under
this. (meter Tape #1, side A, #53.5)

Ms Jennifer Clark explained that the list under section 3 included everything that must be met
to qualify. It is not based on the 6 categories but on this list.

Rep. Al Carlson commented that this is not just an expansion of the colleges This is economic
development, not growth in higher education

Rep. David Monson cxplained how they arrived at the 6 categories and said that this is a catch
all for everything.

Ms Jennifer Clark explained that section 5 on page 11 also related to the Centers of Excellence.

This section changes the membership of the Emergency Commission. The report Provisions are
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found in section 20 and the repeal date for this new chapter of law would be 2011 as found in
section 26.

Rep. Bob Skarphol commented that it would be helpful to include all the rejected applications
in the report on the Centers of Excellence so we can get an idea of what the trend is for
acceptance as a center.

Ms Jennifer Clark explained that the next major topic relates to state procurement and purchase
opportunities in section 6 of the bill, pages 11-12..

Rep. Bob Skarphol commented that procurement reports that the current status is that 1/3 is
from North Dakota and out of state is 2/3. With this web site, this report would be reversed

Ms Jennifer Clark explained that OMB will do a study on the most effective manner in which
to provide for procurement assistance for North Dakota’s private businesses. (section 24, page
22)

Rep. Bob Martinson asked about the Majority Leader change topic in the Emergency
Commission section.

Ms Jennifer Clark answered that if the Majority Leader was unable to attend then they could
ask their assistant to attend.

Rep. Bob Martinson asked what “another capacity” meant.

Ms Jennifer Clark answered the only situation where the Majority Leader would already be on
the committee in a second capacity would be if they were also the Appropriations Chair. (meter
Tape #1, side B, #6.4)

Ms Jennifer Clark explained that the next major topic area relates to the Seed Capital

Investment Tax Credit in sections 9-14 on pages 17-20 of the amendments.
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Rep. Al Carlson commented that this deals with corporate tax law ~ We have a limit of how
many credits can be given by statute, up to $2.5 million. When this is reached, its over. This
changes that limit to $2.5 million per year. This is an enticement to put capital into risky
ventures This also allows companies of the past who did not ever get their credits to now get
their credits since there is enough money in the program now.

Rep. Ole Aarsvold asked if the language at the top of page 20 allows these folks to get the full
investment credit.

Rep. Al Carlson answered that you could only take % of the credit per year so it spreads this out
over multiple tax years.

Rep. Ole Aarsvold asked if the reference to the 45% on page 20 was in fact the understanding
of the investor at the time of application that it would be 45% of the investment.

Rep. Al Carlson answered that this was his understanding of this.

Rep. Bob Skarphol commented that there were also provisions in here that explain that this is
not for Ag commodity processing facilities. This also provides another criteria for what a
qualified business is to be eligible for these tax credits.

Rep. Al Carlson commented that this also liberalizes the definition of a pass through entity.

Ms Jennifer Clark commented that this broadens who a tax payer is and who can invest in these
qualified businesses.

Rep. Al Carlson commented that this would involve more people in investing in venture
capital.

Ms Jennifer Clark explained that the 6th major topic area relates to the Business Climate

Initiative in section 17 on page 20. The next major topic relates to Technology




Page 7
House Appropriations Committee
Bill/Resolution Number SB2032
Hearing Date April 4, 2005

Commercialization on page 21 section 22. Another major topic is the Insurance Liability Study
in section 21 on page 21. The final topic is the Transportation Study done by the Upper Great
Plains Transportation Institute in section 23 on page 22.

Rep. Ole Aarsvold commented that he was not quite comfortable with the retro activity of the
Seed Capital Investment part. Why are the Ag commodity processing facilities excluded from
this when they were considered qualified businesses before. (meter Tape #1, side B, #14.9)
Rep. Bob Skarphol answered that these facilities are covered in SB2281. There were only a
limited number of companies that had been qualified businesses that would be eligible for the
retro active aspect of this for a total of $500,000 tax credit.

Ms Dinita Wald legal counsel with the tax department, answered that SB2281 has a retro active
feature that addresses these facilities.

Rep. Francis J. Wald asked what drove section 21 in discussion.

Rep. Ken Svedjan, Chairman answered that it was a matter that came from the Business
Congress in the last interim because people couldn’t get insurance for things like horseback
riding.

Rep. David Monson explained that $43,000 was for the Insurance Commission to do a study
but we found that this study is now complete so now there is just the report for no cost.

Rep. Ken Svedjan, Chairman called for a voice vote on the motion to adopt amendment #0411
to SB2032. Motion carried.

Rep. Al Carlson moved a Do Pass As Amended motion for SB2032

Rep. David Monson seconded

Rep. Ken Svedjan, Chairman commended the subcommittee for their work on this budget
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. Rep. Al Carlson thanked Ms Jennifer Clark for her assistance.
Rep. Ken Svedjan, Chairman called for a roll cali vote on the Do Pass As Amended motion
for $B2032. Motion carried with a vote of 21 yeas, 1 neas and 1 absence. Rep Carlson will carry
the bill to the house floor.

Rep. Ken Svedjan, Chairman closed the discussion on SB2032.
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PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2032

In lieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new section to chapter 54-44.4 and a new section to chapter 57-38.5 of the
North Dakota Century Code, relating to an office of management and budget
procurement information program and seed capital investment tax credit treatment of
investments in excess of caps on credits; to amend and reenact sections 6-09-15,
10-04-05, and 10-30.5-04, subsection 1 of section 57-38-01.2, subsection 1 of section
57-38-71, and sections 57-38.5-01, 57-38.5-02, 57-38.5-03, 57-38.5-04, and
57-38.5-05 of the North Dakota Century Code, relating to the authority of the Bank of
North Dakota to invest funds, cross-references affected by the repeal of the venture
capital corporation law, the authority of the North Dakota development fund to invest
and manage funds, and the seed capital investment tax credit; to repeal chapters
10-30.1 and 10-30.2 of the North Dakota Century Code, relating to venture capital
corporations and the Myron G. Nelson Fund, Incorporated; to provide for state agency
studies, reports to the legislative council, and legislative council studies; to provide an
appropriation; to provide an effective date; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2007 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. - To holders of Bank of North Dakota certificates of deposit and savings ”

accounts up to ninety percent of the value of the certificates and
savings accounts offered as security. ‘

€. To actual farmers who are residents of this state, if the loans are
- secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. Thatare insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. Thatare eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be

added to the principal amount of the debt and thereafter accumulate
interest.

Page No. 1 50180.0404



f.  To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation under’
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.

h. U-nder Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i, Under title 7, Code of Federal Regulations, part 1948, subpar C; part
1951, subparts F and R; and part 1955, subparts A, B, and C,as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I, As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems itis in the
best interests of the Bank to do so, it may purchase the remaining |
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To aninvestment company created for completing a trust preferred
securities fransaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 u.s.C.
2279aa-2279aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies. -

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

¢. In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
fund, incorporated, not to exceed five ten million dollars, for the
purpose of providing funds for investment in North Dakota alternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
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under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchang'e, transfer, convey, grant, pledge, or mortgage all
real and personal property, titie to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied -
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2087 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions. '

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insuréd or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

. Toindividuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code (26 U.S.C. 501(c)(3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i, Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, fo finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. Toinstrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. f the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets. :

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 u.s.C.
2279aa-227%aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generaily
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain angd may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.
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10. Purchase mortgage loans on residential real property originated by
financial institutions.

SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
Code is amended and reenacted as follows: _

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovemmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4, Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5.  Any security issued by any person organized ang operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.
b. File an application, offering disclosure document, and pay a

nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.
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11.

¢. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.
At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and & nonrefundable fee of one
hundred dollars for the renewal of the filing for additional periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payable in cash only, and
is not convertible into and does not carry an option or right to receive
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel mortgage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.

Page No. 6 50180.0404



Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, or any agency or corporate or
other instrumentality of one or more of the foregoing, or any other foreign
government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or
guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise.

a. Any security, other than a security that is a federal covered security
pursuant to section 18(b)(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on: '

(1
(@)
(3)

(4)
(5)
(6)
(7)

The New York stock exchange;
The American stock exchange;

The national association of securities dealers automated
quotation national market system;

Tier | of the Philadelphia stock exchange;
Tier | of the Pacific stock exchange;
Chicago board options exchange; or

Any other stock exchange or automated quotation system which
the commissioner approves by rule;

b.  Any other security of the same issuer which is of senior o
substantially equal rank;

¢. Any security called for by subscription rights or warrants so listed or
approved; or
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d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
determines that it would be in the public interest. '

45- 14. Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Gentury
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 2067 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may:

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

3. Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital investments and early-stage capital funds. The corporation may
provide management services for the Bank's alternative and venture capital
investments and early-stage capital funds.

(Effective after July 31, 2067 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the
corporation may:

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1. The office of management and budget shall establish and maintain a
procurement information web site on the internet. This procurement
information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and

~institutions._Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
assist in providing or maintaining the procurement information web site.

in2

A state agency or institution may elect to use the procurement information
web site for the purchase of services and commodities that are not subject
to the procurement requirements of this chapter, including:

a. Commodities and services exempted under section 54-44.4-02;
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Public improvements under title 48;

c. Architect, engineer, construction management, and land surveying
services under chapter 54-44.7; and

d. Concessions under chapter 48-09.

SECTION 5. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1. Thetaxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:

a. Reducedby ahy interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

b. Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

c. Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

d. (1) Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. If separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicable to estates
or trusts.

(2) Reduced by three hundred dollars if the return filed is the return
of a "head of household” as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household” shall also include a "surviving
spouse" as defined by said code.

(3) Reduced by seven hundred fifty dollars for each adopted child

who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
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findings of a licensed physician, is biind or disabled as
determined pursuant to the provisions of title XVI1 of the United
States Social Security Act, provided the return filed is the retum
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorey's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes.. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of chapter
57-38.1, but only to the extent that the amount of net income not
allocated and apportioned to this state under the provisions of that
chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patrolmen's retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act. ‘
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Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces of
the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. in order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by.the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings may not be included. This
statement must be filed along with the income tax return. For the
purposes of this subdivision, "beginning farmer" means any person
who is:

(1) A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4)  Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of tarming
operation which the person wishes to begin through satisfactory
participation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agricuiture commissioner.
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(5) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand doliars.

Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision & |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
In order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a list
of the buyer's assets and debts and giving the buyer’s net worth,
together with any other information required by the state tax
commissioner. The value placed on any real property located in North -
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. In determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the value of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
subdivision, "beginning businessman", exciuding beginning farmers as
defined in subdivision |, means any person who is:

(1) A resident of this state.

(2) Receiving more than one-half of that person’s gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4)  Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, “financial institution” means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.
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Reduced by any amount, up to a maximum of five thousand doliars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision } k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act. .

Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is atiributabie to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax
under federal statute or United States or North Dakota constitutional
provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3. .

Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to titte 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision ¥ j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the adjustment
is allocated and apportioned to North Dakota income.

SECTION 6. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:

1. "Beginning entrepreneur’, excluding beginning farmers as defined in
subdivision m | of subsection 1 of section 57-38-01.2, means any person

who:
a.

b.

Is a resident of this state.

Receives more than one-haif of that person's gross annual income
from a revenue-producing enterprise, unless the person initiatly
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commences business during the tax year for which a deduction will be
claimed under sections 57-38-71 through 57-38-74.

c. Intends to use any revenue-producing enterprise purchased or rented
for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand doilars, not
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their .
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings.

SECTION 7. AMENDMENT. Séction 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows: .

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise
requires: ' :

1. "Director" means the director of the department of commerce division of
economic development and finance.

2 "New wealth" means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth" also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

3. “Passthrough entity" means a corporation that for the applicable tax year is
treated as an S corporation or a general partnership, limited pantnership,

limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38.

|~

"Primary sector business" means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not include
an ethanol production facility.

4. 5. ‘"Qualified business” means a business other than a real estate investment
trust which is:

a. A primary sector business that:

(1) Isincorporated or its satellite operation is incorporated as a
for-profit corporation or is a partnership, limited partnership,
limited liability company, limited liability partnership, or joint
venture;

(2) s in compliance with the requirements for filings with the
securities commissioner under the securities laws of this state;

(3) Has North Dakota residents as a majority of its employees in
the North Dakota principal office or the North Dakota satellite
operation; and

(4) Has its principal office in this state and has the majority of its
- business activity performed in this state, except sales activity, or
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has a significant operation in North Dakota that has or is
projected to have more than ten employees or one hundred fifty
thousand dollars of sales annually; or
b. An organization that:
) dein-comph with-H . o il it
SeeHrHesS-CommISSioReruRd
and
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primary sector business as described in subdivision a which is
operated in partnership with a research university,
university-related foundation, or public institution eligible to
receive funding under section 15-10-41.

"Taxpayer" means an individual, estate, or trust or a corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 8. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Certification - Investment reporting by qualified businesses -

Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for certifying gualified businesses. For investments made after

December 31, 2004, the maximum aggregate amount of qualified investments a

qualified business may receive js limited to five hundred thousand dollars under this
chapter. The limitation on investments under this section may not be interpreted to limit
additional investment by a taxpayer for which that taxpayer is not applying for a credit.

SECTION 9. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, §7-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1.

The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not tessthar-fve-theusand-dellars-and-rot more
than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

In any taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

Any amount of credit under this section not allowed because of the

limitations in this section may be carried forward for up to four taxable
years after the taxable year in which the investment was made.
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4. A parnesship passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respectto a .

ip’s passthrough entity's investment in a qualified business must

be determined at the parrership passthrough entity level. The amount of
the total credit determined at the parrership passthrough entity level must
be allowed 1o the -pa-ﬂ-nefs,-hfm%ed-te-lﬁdwldﬁe-breﬁa*eﬁraﬂd%
members in proportion to their respective interests in the parrership
passthrough entity.

5. The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at least
three years. Investments placed in escrow do not qualify for the credit.

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. Ataxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitled 1o a credit under this section. A member of the immediate family of
a taxpayer disqualified by this subsection is not entitled to the credit under
this section. For purposes of this subsection, "immediate family” means
the taxpayer's spouse, parent, sibling, or child or the spouse of any such
person.

8. The tax commissioner may disallow any credit otherwise allowed under this
section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 10. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
| Code is amended and reenacted as follows:

57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which fui-eensideration-fer the investment in the qualified
business was received by the qualified business.

SECTION 11. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows: ~

57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capital investment tax credit allowed for investments under this chapter

i) e - - oo wemywpme

@s limited to two million five hundred thousand dollars for each calendar year. if
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 12. A new section to chapter 5§7-38.5 of the North Dakota Century
Code is created and enacted as follows:
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Credit for investments made before 2005. An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in effect before the effective
date of this Act is entitled to a credit against state income tax liability under section
57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the
taxpayer in a qualified business subject to the following:

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two

hundred fifty thousand doliars.

in any taxable year, a taxpayer may claim no mare than one-fourth of the
credit under this section which is attributable to investments made before

January 1, 2005,

[

3. Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to five taxable years
after the taxable year in which the investment was made.

4. This section does not apply to investments made in an ethanol production
facility.

SECTION 13. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 14. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative. The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
~ groups shalt discuss ways to enhance the state's business climate to stimulate job
growth and enhance economic prosperity by encouraging the growth of existing
businesses in the state, creating new businesses in the state, and encouraging
expansion or relocation of businesses to this state. Each business congress must
receive a report on the activities of the focus group discussions, shall identify methods
to enhance the state's business climate to stimulate job growth and enhance economic
prosperity, and shall evaluate the impact of existing state economic development
programs. The department of commerce shall organize the business climate focus
- groups and the business congresses. Before each business congress, which must be
held before June 1, 2006, and before June 1, 2008, the department shall hold a
minimum of six focus group discussions, two of which specifically focus on local
economic developers and four of which specifically focus on private business needs.
The department shall consult with the legislative council in compiling focus group and
business congress participant invitation lists and drafting and distributing invitations,
establishing focus group and business congress dates and locations, and preparing
agendas for focus groups and business congresses. The legislative council shall
contract with a third party to provide professional services to plan, facilitate, report on,
and coordinate followup for the focus groups and business congresses. The legislative
council shall report its findings and recommendations, together with any legislation

required to implement the recommendations, to the sixtieth and sixty-first legislative
assemblies.

SECTION 15. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
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adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to '
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The.
legislative council shall report its findings and recommendations, together with any
legislation required to impiement the recommendations, to the sixtieth legislative
assembly.

SECTION 16. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shali report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
be made to improve the state's venture capital and early-stage capital investment
. structure.

SECTION 17. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
and entrepreneurs; include consideration of successful actions taken by other states to
increase technology commercialization; and focus on approaches that are specifically
tailored to the state's unique circumstances. The board may contract with a third party
to conduct the study. Before July 1, 2006, the chancelior of the North Dakota university
system shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.

SECTION 18. INSURANCE AND LIABILITY STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall conduct a study of the state’s liabifity insurance marketplace. The study must
include consideration of issues that may result in barriers for businesses seeking to
obtain affordable liability insurance coverage, with specific focus on the travel and
tourism industry, and must include consideration of successful actions taken by other
states to improve the availability and affordability of liability insurance. The insurance
commissioner may contract with a third party in performing this study. Before July 1,
20086, the insurance commissioner shall report to the legislative council the outcome of
the study and identify proposed legislative changes necessary to implement any
recommendations to make the state's laws and availability of liability insurance more
attractive to businesses in this state. :

SECTION 19. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state’s transportation infrastructure. in
conducting this study, the upper great plains transportation institute shall consult with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state's highways to allow load limits to be raised to more efficiently
move goods to market and associated costs and benefits; exploration of the
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phenomenon of the decline of freight service by ralil, including the prospects for offering
incentives to rail providers to expand the availability of rail for'transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great plains
transportation institute shall report to the legislative council the outcome of the study
and identify proposed legislative changes necessary to implement any recommended
changes to the state's transportation infrastructure. .

SECTION 20. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 4 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center.

SECTION 21. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing
system and tax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successful actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state's unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate.

SECTION 22. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $150,000,
or so much of the sum as may be necessary, to the office of management and budget
for the purpose of establishing and maintaining procurement information on the internet
and for performing the procurement assistance study, for the biennium beginning July 1,
2005, and ending June 30, 2007. The office of management and budget is authorized
one full-time equivalent position.

SECTION 23. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $50,000,
or so much of the sum as may be necessary, to the state board of higher education for
the purpose of performing the technology commercialization study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 24. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $485,000,
or so0 much of the sum as may be necessary, to the upper great plains transportation
institute for the purpose of performing the transportation study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 25. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $43,750,
or so much of the sum as may be necessary, 10 the insurance commissioner for the
purpose of performing the insurance and liability study, for the biennium beginning
July 1, 2005, and ending June 30, 2007.

SECTION 26. EFFECTIVE DATE - EXPIRATION DATE. Sections 7 through
11 of this Act are effective for taxable years beginning after December 31, 2004.
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Section 13 of this Act becomes effective on August 1, 2007. Sections 2, 5, and 6 of this
Act are effective for taxable years beginning after December 31, 2008. Section 12 of
—a this Act is effective for taxable year 2004 and is thereafter ineffective, except any
. unused credit may be carried forward as provided in section 11 of this Act.”

Renumber accordihgly
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50180.0406 Prepared by the Legislative Council staff for
Title. House Appropriations - Government
Performance
March 31, 2005

PHOPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2032

In lieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with *for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
oprogram, an office of management and budget procurement information program, and
seed capital investment tax credit treatment of investments in excess of caps on credits;
to amend and reenact sections 6-09-15, 10-04-05, and 10-30.5-04, subsection 1 of
section 57-38-01.2, subsection 1 of section 57-38-71, and sections §7-38.5-01,
57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota Century Code,
relating to the authority of the Bank of North Dakota 1o invest funds, cross-references
affected by the repeal of the venture capital corporation law, the authority of the North
Dakota development fund to invest and manage funds, and the seed capital investment
tax credit; to repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North
Dakota Century Code, relating to venture capital corporations, the Myron G. Nelson
Fund, Incorporated, and the centers of excellence program; to provide for state agency
studies, reports to the legislative council, and legislative council studies; to provide an
appropriation; to provide an effective date; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2007 2009) Powers. The Bank of North
Dakota may: , '

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be

added to the principal amount of the debt and thereafter accumulate
interest.
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To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

To nonprofit organizations that are exempt from federal taxation under .
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)},

the proceeds of the loans to be used for construction, reconstruction,

repair, renovation, maintenance, and associated costs on property

under the control of the parks and recreation department.

Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

Under title 7, Code of Federa! Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

Obtained as security pledged for or originated in the restructuriﬁg of
any other loan properly originated or participated in by the Bank.

To instrumentalities of this state.
As otherwise provided by this chapter or other statutes.

If the Bank is participating in the loan and the Bank deems it is in the

best interests of the Bank to do so, it may purchase the remaining

portion of the loan from a participating lender that is closed by

regulatory action, or from the receiver of the participating lender's .
assets. {

To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279%a-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

a.

b.

In conformity with policies of the industrial commission.

In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

In North Dakota alternative and venture capital investments and

early-stage capital funds including the North Dakota development

fund, incorporated, not to exceed five ten miilion dollars, for the .
purpose of providing funds for investment in North Dakota alternative

and venture capital investments and early-stage capital funds. The

Bank may allow for third-party management of the funds invested
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under this subdivision_if the management is provided by North Dakota
development fund. incorporated, or a third party that is located in the

state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or-
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2607 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the cenrtificates and
savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

f.  Toindividuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part .
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

ji.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
{.  As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets. -

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the

Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279aa-14], as amended through December 31, 1996. .

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisabie, or .
desirable to carry out the powers expressly granted or necessarily implied

in this chapter through or by means of its president, officers, agents, or

employees or by contracts with any person, firm, or corporation.
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10. Purchase mortgage loans on residential real property originated by
financial institutions.

SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4. Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
1o the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5. Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the writteh approval of the commissioner.
b. File an application, offering disclosure document, and pay a

nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.
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c. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each personto

whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.

At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and a nonrefundable fee of one
hundred dollars for the renewal of the filing for additional periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payabie in cash only, and
is not convertible into and does not carry an option or right to receive
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel mortgage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, soid to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Ciear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.




Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, or any agency or corporate or
other instrumentality of one or more of the foregoing, or any other foreign
government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or
guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise.

a. Any security, other than a security that is a federal covered security
pursuant to section 18(b)(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on:

(M
(2)
3)

(4)
(5)
(6)
(7)

The New York stock exchange;
The American stock exchange;

The national association of securities dealers automated
quotation national market system;

Tier | of the Philadelphia stock exchange;
Tier 1 of the Pacific stock exchange;
Chicago board options exchange; or

Any other stock exchange or automated quotation system which
the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
substantially equal rank;

c. Any security called for by subscription rights or warrants so listed or
approved; or
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d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
. determines that it would be in the public interest.

35: 14. Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 2007 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may: '

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

3. Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital investments and early-stage capital funds. The corporation may
provide management services for the Bank's alternative and venture capital
investments and early-stage capital funds.

(Effective after July 31, 2607 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the

. corporation may:
1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:

1. 'Board" means the state board of higher education.

[P

"Center" means a center of excellence relating 1o economic development
which has been designated under this chapter.

g

*Commission” means the centers of excellence commission.

k-

"Foundation" means the North Dakota economic development foundation.
"Industry cluster” means one of the following industries:

Advanced manufacturing;

Eneray;

information and technology:

o

[

(23

[

Tourism;
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e. Value-added agriculture; or

f.  Anindustry, including the aerospace industry, specifically identified by
. the department of commerce as an industry that will contribute to the

gross state product.

Centers of excellence. The board shall establish a centers of excellence
program relating to economic development. Through the program the commission shall
make funding award recommendations for commission-approved applications to the
board. the foundation, and the budget section of the legislative council. A center must
be an institution of higher education under the control of the board or a nonprofit
university-related or college-related foundation of an institution of higher education
under the control of the board. In addition to any center designated under this chapter,
the North Dakota state university center for technology enterprise and the university of
North Dakota center for innovation are centers. Designation of a center occurs upon

board, foundation, and budget section approval of a commission funding award
recommendation.

Centers of excellence commission. The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
members to serve on the commission and the board shall appoint three of the board's
members to serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three years, beginning July first of each odd-numbered year;
may be reappointed for additional terms; and serves at the pleasure of the appointing
entity. Terms of initial commission members must be staggered. On a
meeting-by-meeting basis, an appointing entity may substitute a member of that
appointing entity to serve in place of one of the reqular members appointed by that
entity. 1f the commission chairman and vice chairman are not present at a meeting, the
commission members present at that meeting shall seiect a commission member to

. serve as chairman for that meeting. A commission member may receive compensation
and travel and expense reimbursement from the appointing entity. The board shall

provide the commission with appropriate staff services as may be requested by the
commisgsion,

Application - Eligibility requirements.

1. The board shall provide center application forms, accept applications,
review applications for completeness and compliance with board policy,
and forward complete apglications to the commission in accordance to
quidelines established by the commission.

2. The commission shall meet as necessary to review all complete
applications; approve, disapprove, or conditionally approve complete
applications; and make funding award recommendations for
commission-approved proposed centers. '

3. Inconsidering whether to approve, disapprove, or conditionally approve an
application, the commission shall consider whether the center will:

a. Use university or college research to promote private sector job
growth and expansion of knowledge-based industries or use university
or college research to promote the development of new products,
high-tech companies, or skilled jobs in this state;

Create high-value private sector employment opportunities in this
state:

|U‘

134

Provide for public-private sector involvement and partnerships;
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Leverage other funding;

e. Increase research and development activities that may involve federal
funding_ from the naticnal science foundation experimental program to
stimulate competitive research; : : .

==

Foster and practice entrepreneurship;

g. Promote the commercialization of new products and services in
industry clusters;

h. Become financially self-sustaining; and

i.  Establish and meet a deadline for acquiring and expending_all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1. A center shall use funds awarded under this chapter to enhance capacity:
enhance infrastructure; and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds

to supplant funding for current operations or academic instructions or to
pay indirect costs.

2. As a condition for receipt of funds under this chapter, a center shall agree

to provide the board, foundation, and budget section of the legislative
council with annual reports.

3. Before the board distributes funds awarded under this chapter, the center :
shall provide the board with detailed documentation of private sector .

articipation and the availability of two dollars of matching funds for each
dollar of state funds to be distributed under this chapter. The matchin
funds may include funds facilitated through the collaboration of the private
sector paricipants. The matching funds may include a combination of cash
and in-kind assets with itemized value. Private sector participation may be
established through equity investments or through contracts for services
with private sector entities. In making funding recommendations and
designation determinations, the commission, board. foundation. and budget

section shall give major consideration to the portion of the matching funds
provided in cash.

4. I, before funds are distributed by the board, a center undergoes a change
in the terms of or assertions made in its application, the board may
withhold all or a portion of any undistributed funds pending commission
review of the changes.

SECTION 5. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1. The office of management and budget shall establish and maintain a
procurement information web site on the internet. This procurement

information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential

vendors of the commodities and services sought by state agencies and .

institutions. Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases
the office of management and budget and every purchasing agency shall

provide procurement information on the web site. The time period and
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manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
. assist in providing or maintaining the procurement information web site.

{r

A state agency or institution may elect to use the procurement information
web site for the purchase of services and commodities that are not subject
to the procurement requirements of this chapter, including:

Commodities and services exempted under section 54-44.4-02;

a.
b. Public improvements under title 48;
c. Architect, engineer, construction management, and land surveying

services under chapter 54-44.7; and

d. Concessions under chapter 48-09.

SECTION 6. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1. The taxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:

a. Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

. b. Reduced by any other income included in the taxable income, or in

¢. Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxabie year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in

: which the tax was originally deducted.
. d. (1) Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. if separate returns are filed by
husband and wife, no deduction can be taken under this
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subdivision. This subdivision shall not be applicable to estates
or trusts. :

(2) Reduced by three hundred dollars if the return filed is the return
of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household" shall also include a "surviving
spouse” as defined by said code.

(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attomey's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each

child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed :
only by an adoptive parent of an adopted child and the child .
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be ciaimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation. '

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its politicai
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not

allocated and apportioned to this state under the provisions of chapter

57-38.1, but only to the extent that the amount of net income not .
allocated and apportioned to this state under the provisions of that

chapter is not included in any adjustment made pursuant to the

preceding subdivisions.
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Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patroimen's retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces of
the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
ali requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings may not be included. This
statement must be filed along with the income tax return. For the
pl}J’rpgses of this subdivision, "beginning farmer® means any person
who is:

(1)  Aresident of this state.
(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences

farming during the tax year for which an adjustment will be
claimed under this subdivision.
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(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4)  Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming

operation which the person wishes to begin through satisfactory

participation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agriculture commissioner.

(6) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand dollars.

Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision s . The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
In order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a iist
of the buyer's assets and debts and giving the buyer's net worth,
together with any other information required by the state tax
commissioner. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. in determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the value of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
subdivision, "beginning businessman", excluding beginning farmers as
defined in subdivision s |, means any person who is:

(1) A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes. :

(4) Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth -

of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint retumn is filed,
as interest earmned from a financial institution located in this state. For
purposes of this subdivision, "financial institution" means any
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organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.

g 4

£ 0. Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision { k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

s: p. Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax
under federal statute or United States or North Dakota constitutional
provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

£ q. Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3.

& r. Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision k j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the ad]ustment
is allocated and apportioned to North Dakota income.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:
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1. "Beginning entrepreneur”, excluding beginning farmers as defined in
subdivision | of subsection 1 of section 57-38-01.2, means any person
who:

. a. Is aresident of this state.

b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction will be
claimed under sections 57-38-71 through 57-38-74.

¢. Intends to use any revenue-producing enterprise purchased or rented
for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not -
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings. :

SECTION 8. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise

requires:
. 1. “Director" means the director of the department of commerce division of
economic development and finance.

2. "New wealth" means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth" also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

3. “Passthrough entity" means a corporation that for the applicable tax year is
treated as an S corporation or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38,

4. "Primary sector business" means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not include

an agricultural commodity processing facility as defined under section
57-38.6-01.

4- 5. ‘“Qualified business” means a business other than a real estate investment
trust which is:

a. A primary sector business that:

. (1) Is incorporated or its satellite operation is incorporated as a
for-profit corporation or is a partnership, limited partnership,
limited liability company, limited liability partnership, or joint
venture;
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(2) Is in compliance with the requirements for filings with the
securities commissioner under the securities laws of this state;

(3) Has North Dakota residents as a majority of its employees in
the North Dakota principal office or the North Dakota satellite
operation; end

(4) Has its principal office in this state and has the majority of its
business activity performed in this state, except sales activity, or
has a significant operation in North Dakota that has or is
projected to have more than ten employees or one hundred fifty
thousand dollars of sales annually; ef and

(5) Relies on innovation, research, or the development of new
products and processes in its plans for growth and profitability;

or

b. An organization that:

primary sector business as deseribed in subdivision a which is

operated in partnership with a research university,
university-related foundation, or public institution eligible to
receive funding under section 15-10-41.

& B6. ‘"Taxpayer' means an individual, estate, or trust or g corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 9. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Certification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for certifying qualified businesses. For investments made after
December 31, 2004, the maximum aggreqgate amount of qualified investments a
qualified business may receive is limited to five hundred thousand dollars under this

chapter. The limitation on investments under this section may not be interpreted to limit
additional investment by a taxpayer for which that taxpayer is not applying for a credit.

SECTION 10. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not esstharfive-theusand-deflars-ard-hot more
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than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit. )

In any taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to four taxable
" years after the taxable year in which the investment was made.

A partnership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a
parRefship's passthrough entity's investment in a qualified business must
be determined at the parnership passthrough entity level. The amount of

the total credit determined at the partrership passthrough entity level must
be allowed to the 2] irdivi -

parnersirmitedo-individuals;estates;and-trasis;
members in proportion to their respective interests in the partrership
assthrough entity.

The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at least
three years. Investments placed in escrow do not qualify for the credit.

The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital

for the qualified business. .
A taxpayer who owns a controlling interest in the qualified business or

whose full-time professional activity is the operation of the business is not

entitled to a credit under this section. A member of the immediate family of

a taxpayer disqualified by this subsection is not entitled to the credit under

this section. For purposes of this subsection, "immediate family" means

the taxpayer's spouse, parent, sibling, or child or the spouse of any such
person.

The tax commissioner may disaliow any credit otherwise allowed under this
section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all

applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer. :

SECTION 11. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows: .

_ 57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which full-eensideratiensfer the investment in the qualified

business was received by the qualified business. .
SECTION 12. AMENDMENT. Section 57-38.5-05 of the North Dakota Century

Code is amended and reenacted as follows:
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57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capital investment tax credit aliowed for investments under this chapter

is limited to two million five hundred thousand dollar
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 13. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:

Credit for investments made before 2005. An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in_effect before the effective
date of this Act is entitled to_a credit against state income tax liability under section
57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the
taxpayer in a qualified business subject to the following:

1. _The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two

hundred fifty thousand dollars.

2. Inany taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which is attributable to investments made before

January 1, 2005.

[

Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to five taxable years

after the taxable year in which the investment was made.

4, This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 14. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

I SECTION 15. REPEAL. Section 15-10-41 of the North Dakota Century Code is
repealed.

SECTION 16. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LE_GISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative. The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
Previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways o enhance the state’s business climate to stimulate job
growth and enhance economic prosperity by encouraging the growth of existing
businesses in the state, creating new businesses in the state, and encouraging
expansion or relocation of businesses to this state. Each business congress must
receive a report on the activities of the focus group discussions, shall identify methods
to enhance the state's business climate to stimulate job growth and enhance economic
prosperity, and shall evaluate the impact of existing state economic development
programs. The department of commerce shall organize the business climate focus
groups and the business congresses. Before each business congress, which must be
he_lq before June 1, 2006, and before June 1, 2008, the department shall hold a
minimum of six focus group discussions, two of which specifically focus on local
economic developers and four of which specifically focus on private business needs.
The department shall consult with the legisfative council in compiling focus group and
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business congress participant invitation lists and drafting and distributing invitations,
establishing focus group and business congress dates and locations, and preparing
agendas for focus groups and business congresses. The legislative council shall
contract with a third party to provide professional services to plan, facilitate, report on,
and coordinate followup for the focus groups and business congresses. The legislative
council shall report its findings and recommendations, together with any legislation
required to implement the recommendations, to the sixtieth and sixty-first legislative
assemblies.

SECTION 17. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The
legislative council shall report its findings and recommendations, together with any
legislation required to implement the recommendations, to the sixtieth legislative
assembly.

SECTION 18. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture .
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
be made to improve the state's venture capital and early-stage capital investment
structure.

SECTION 19. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under
section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 20. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
and entrepreneurs; include consideration of successful actions taken by other states to
increase technology commercialization; and focus on approaches that are specifically
tailored to the state's unique circumstances. The board may contract with a third party
to conduct the study. Before July 1, 2006, the chancellor of the North Dakota university
system shall report to the legislative council the outcome of the study and identify
proposed legisiative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.
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SECTION 21. INSURANCE AND LIABILITY STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall conduct a study of the state's liability insurance marketplace. The study must
include consideration of issues that may result in barriers for businesses seeking to
obtain affordable liability insurance coverage, with specific focus on the travel and
tourism industry, and must include consideration of successful actions taken by other
siates to improve the availability and affordability of liability insurance. The insurance
commissioner may contract with a third party in performing this study. Before July 1,
20086, the insurance commissioner shall report to the legislative council the outcome of
the study and identify proposed legislative changes necessary to implement any
recommendations to make the state’s laws and availability of liability insurance more
attractive to businesses in this state. -

SECTION 22. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shall consult with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state’s highways to allow load limits to be raised to more efficiently
move goods to market and associated costs and benefits; exploration of the
phenomenon of the decline of freight service by rail, including the prospects for offering
incentives to rail providers to expand the availability of rail for transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great plains
transportation institute shall report to the legisiative council the outcome of the study
and identify proposed legislative changes necessary to implement any recommended
changes to the state's transportation infrastructure.

SECTION 23. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 5 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legisiative changes would
be reguired to implement such a center.

SECTION 24. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing
system and tax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successful actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state's unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate.

SECTION 25. APPROPRIATION. There is appropriated out of any moneys in

the general fund in the state treasury, not otherwise appropriated, the sum of $150,000,
or so much of the sum as may be necessary, to the office of management and budget
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for the purpose of establishing and maintaining procurement information on the internet
and for performing the procurement assistance study, for the biennium beginning July 1,
2005, and ending June 30, 2007. The office of management and budget is authorized

,/.. one full-time equivalent position.

SECTION 26. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $50,000,
or s0 much of the sum as may be necessary, 10 the state board of higher education for
the purpose of performing the technology commercialization study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 27. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $485,000,
or so much of the sum as may be necessary, to the upper great plains transportation
institute for the purpose of performing the transportation study, for the biennium
beginning July 1, 2005, and ending June 30, 2007.

SECTION 28. APPROPRIATION. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of $43,750,
or so much of the sum as may be necessary, to the insurance commissioner for the
purpose of performing the insurance and liability study, for the biennium beginning
July 1, 2005, and ending June 30, 2007.

SECTION 29. EFFECTIVE DATE - EXPIRATION DATE. Sections 8 through
12 of this Act are effective for taxable years beginning after December 31, 2004.
Section 14 of this Act becomes effective on August 1, 2007. Sections 2, 6, and 7 of this
Act are effective for taxable years beginning after December 31, 2008. Section 13 of
.~ this Act is effective for taxable year 2004 and is thereafter ineffective, except any
unused credit may be carried forward as provided in section 12 of this Act. Section 4 of
. this Act is effective through July 31, 2009, and after that date is ineffective." .

Renumber accordingly
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PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2032

In lieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after “A BILL" replace the remainder of the bill with “for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
program, an office of management and budget procurement information program, and
seed capital investment tax credit treatment of investments in excess of caps on credits;
to amend and reenact sections 6-09-15, 10-04-05, and 10-30.5-04, subsection 1 of
section 57-38-01.2, subsection 1 of section 57-38-71, and sections 57-38.5-01,
57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota Century Code,
relating to the authority of the Bank of North Dakota to invest funds, cross-references
affected by the repeal of the venture capital corporation law, the authority of the North
Dakota development fund to invest and manage funds, and the seed capital investment
tax credit; to repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North
Dakota Century Code, relating to venture capital corporations, the Myron G. Nelson
Fund, Incorporated, and the centers of excellence program; to provide for state agency
studies, reports to the legislative council, and legislative council studies; to provide an
effective date; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2007 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be

added to the principal amount of the debt and thereafter accumulate
interest.
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f.  To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state. . )

g. To nonprofit organizations that are exempt from federal taxation under .
section 501(c)(3) of the internal Revenue Code [26 U.S.C. 501(c)X3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.

h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.),
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

~

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. {f the Bank is participating in the loan and the Bank deems itis in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's . ‘
assets.

n. Toan investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-227%a-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

€. In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
fund, incorporated, not to exceed five ten million dollars, for the .
purpose of providing funds for investment in North Dakota alternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
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10.

under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or morigage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2007 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. Thatare eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest. :

f.  To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.5.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part .
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

j-  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. Toinstrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the paricipating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the

Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-227%a-14}, as amended through December 31, 1996. .

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. Inconformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.
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10. Purchase mortgage loans on residential real property originated by
financial institutions.
r SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
. Code is amended and reenacted as follows:

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,

. savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4. Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5. Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.

b. File an application, offering disclosure document, and pay a
' nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.
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10.

11.

12.

¢. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to .
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.
At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and a nonrefundable fee of one
hundred dollars for the renewal of the filing for additicnal periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payable in cash only, and
is not convertible into and does not carry an option or right to receive
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not iess than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any equipment security based on a chattel mortgage, lease, or agreement .

Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered deaier
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.
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Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, or any agency or corporate or
other instrumentality of one or more of the foregoing, or any other foreign
government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or
guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise,

a. Any security, other than a security that is a federal covered security
pursuant to section 18(b)(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on:

(1)
(2)
(3)

{4)
C)
(6)
(7)

The New York stock exchange;
The American stock exchange;

The national association of securities dealers automated
quotation national market system,

Tier | of the Philadelphia stock exchange;
Tier | of the Pacific stock exchange;
Chicago board options exchange; or

Any other stock exchange or automated quotation system which
the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
substantially equal rank;

¢. Any security called for by subscription rights or warrants so listed or
approved; or :
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d. Anywarrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any )
exchange or system, or any particular security, if the commissioner
. determines that it would be in the public interest.

48 14. Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 2007 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapte
10-33, the corporation may: '

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legisiative assembly and other public
moneys as well as contributions from other private or public contributors.

3. Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital investments and early-stage capital funds. The corporation may

provide management services for the Bank's alternative and venture capital
investments and early-stage capital funds.

{Effective after July 31, 2807 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the

. corporation may: . :
1.

Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:
1. 'Board” means the state board of higher education.
"Center” means a center of excellence relating to economic development

& which has been designated or named under this chapter.

3. ‘Commission” means the centers of excellence commission.

4. ‘Foundation” means the North Dakota economic development foundation.
5. ‘Industry cluster’ means one of the following industries:

e

Advanced manufacturing;

Enerqgy;

|© =3

Information and technoloqy:

(=5

Tourism;
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e. Value-added agriculture; or

f. Anindustry, including the aerospace industry. specifically identified by
the department of commerce as an industry that will contribute to the

ross state product.

Centers of excellence. The board shall establish a centers of excellence

program relating to economic development. Through the program the commission shall
make funding award recommendations for commission-approved applications to the

board, the foundation, and the budget section of the legislative council. A center must

be an institution of higher education under the control of the board or a nonprofit
university-related or college-related foundation of an institution of higher education

under the control of the board. A center must be working in partnership with the private

sector. In addition to any center designated under this chapter, the North Dakota state
university center for technology enterprise and the university of North Dakota center for

innovation are centers. Designation of a center occurs upon board, foundation, and
budget section approval of a commission funding award recommendation. In
considering whether to designate a center, the board, foundation, and budget section

may not modify the commission recommendation.

Centers of excellence commission. The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
‘members to serve on the commission and the board shall appoint three of the board's
members o serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three years, beginning July first, may be reappointed for
additional terms; and serves at the pleasure of the appointing entity. If a commission
member ceases to serve as a member of the appointing entity, that member's
membership on the commission ceases immediately and the a ointing entity shall
appoint a new member for the remainder of the term. Terms of initial commission
members begin on the effective date of this Act and must be staggered. On a
meeting-by-meeting basis, an appointing entity may substitute g member of that
appointing entity to serve in place of one of the reqular members appointed by that
entity. If the commission chairman and vice chairman are not present ata meeting, the
commission members present at that meeting shall select a commission member {0
serve as chairman for that meeting. A commission member may receive compensation
and travel and expense reimbursement from the appointing entity. The board shall
provide the commission with appropriate staff services as may be requested by the
commission.

Application - Eligibility requirements.

1. The board shall provide center application forms, accept applications,
review applications for completeness and compliance with board policy,

and forward complete applications to the commission in accordance to
quidelines established by the commission.

The commission shall meet as necessary to review all complete
applications: approve, disapprove, or conditionally approve complete

applications; make funding award recommendations for
commission-approved proposed centers; distribute funds to the centers;

monitor centers for compliance with award requirements: and review
changes in assertions made in center applications.

ro

[

In cqnsidering whether to approve, disapprove, or conditionally approve an
application, the commission shall consider whether the center will:

a. Use university or college research to promote private sector job
arowth and expansion of knowledae-based industries or use university
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or college research to promote the development of new products,
high-tech companies, or skilled jobs in this state;

b. Create high-value private sector employment opportunities in this

- o
c. Provide for public-private sector involvement and partnerships: -
d. Leverage other funding; -
e. Increase research and development activities that may involve federal

funding from the national science foundation experimental program to
stimulate competitive research:

-

Foster and practice entrepreneurship;

g. Promote the commercialization of new products and services in
industry clusters;

h. Become financially self-sustaining: and

i.  Establish and meet a deadline for acquiring and expending all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1. A center shall use funds awarded under this chapter to enhance capacity;
enhance infrastructure: and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds

to supplant funding for current operations or academic instructions or to .

pay indirect costs.

2. As a condition for receipt of funds under this chapter, a center shall agree
1o provide the board, foundation, and budget section of the legislative
council with annual reports on the use of all funds distributed to the center
under this chapter. The annual reports must be provided until the
completion of four vears following the final distribution of funds under this
chapter.

oo

Before the commission distributes funds awarded under this chapter, the
center shall provide the commission with detailed documentation of private
sector participation and the availability of two dollars of matching funds for
each dollar of state funds to be distributed under this chapter. The
matching funds may include funds facilitated through the collaboration of
the private sector participants with other funding entities. The matching
funds may include a combination of cash and in-kind assets with itemized
value. Private sector participation may be established through equity
investments or through contracts for services with private sector entities.
In making funding recommendations and designation determinations, the
commission, board, foundation, and budget section shall give major
consideration to the portion of the matching funds provided in cash by the
private sector.

4. If before funds are distributed by the commission, 2 center undergoes a
change in the terms of or assertions made in its application, the
commigsion may withhold all or a portion of any undistributed funds .

pending commission review of the changes.

SECTION 5. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:
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Procurement information - Web site.

1. The office of management and budget shall establish and maintain a
procurement information web site on the internet. This procurement

. information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and
institutions. Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
assist in providing or maintaining the procurement information web site.

2. A state agency or institution may elect to use the procurement information
web site for the purchase of services and commodities that are not subject
to the procurement requirements of this chapter, including; :

[

Commodities and services exempted under section 54-44.4-02;

b. Public improvements under title 48;

i

Architect, engineer, construction management, and land surveying
services under chapter 54-44.7; and

d. Concessions under chapter 48-09.

SECTION 6. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1. The taxable income of an individual, estate, or trust as computed pursuant
1o the provisions of the United States internal Revenue Code of 1954, as
amended, shall be:

a. Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

b. Reduced by any other income inciuded in the taxable income, or in
the computation thereof, on the federal retum which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

c. Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income 1ax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
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taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be

reported and included in North Dakota taxable income in the year in . '
which the tax was originally deducted.

(1) Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. If separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicable to estates
or trusts.

(2) Reduced by three hundred doliars if the return filed is the return
of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household" shall also include a "surviving
spouse" as defined by said code.

(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the retun
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorney's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a .
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federat
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be ciaimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal retumn by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
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exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of chapter
57-38.1, but only to the extent that the amount of net income not
allocated and apportioned to this state under the provisions of that
chapter is not included in any adjustment made pursuant to the.
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patroimen's retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces of
the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand doliars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares) of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
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clothing, and other personal belongings may not be included. This
statement must be filed along with the income tax return. For the
purposes of this subdivision, "beginning farmer' means any person
who is:

(1)  Aresident of this state.

(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4)  Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming
operation which the person wishes to begin through satisfactory
participation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agriculture commissioner.

(5) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand dollars.

& m. Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision s I. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
In order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a list
of the buyer's assets and debts and giving the buyer's net worth,
together with any other information required by the state tax
commissioner. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. In determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the value of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
subdivision, "beginning businessman®, excluding beginning farmers as
defined in subdivision |, means any person who is:

(1)  Aresident of this state.

(2) Receiving more than one-halif of that person's gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision. .

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.
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(4) Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouss, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution” means any
organization authorized to do business under state or federal laws
refating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.

Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision 1 k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax
under federal statute or United States or North Dakota constitutional
provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

Reduced by an amount equal to the eamnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3.

Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision & j for the time the individual was under
federal orders for active duty and may not claim a reduction on
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income already excluded from federal taxation due to service in a

combat or hazardous duty zone. This subdivision does not apply to

federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for

which the member has volunteered. .

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the adjustment
is allocated and apportioned to North Dakota income.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:

1. "Beginning entrepreneur”, excluding beginning farmers as defined in
subdivision # | of subsection 1 of section 57-38-01.2, means any person
who:

a. Is aresident of this state.

b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction wili be
claimed under sections 57-38-71 through 57-38-74.

¢. Intends to use any revenue-producing enterprise purchased or rented
for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings.

SECTION 8. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

~ 57-38.5-01. Definitions. As used in this chapter, unless the context otherwise
requires:

1. "Director" means the director of the department of commerce division of
economic development and finance.

2. "New wealth" means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth" also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

3. "Passthrough entity" means a corporation that for the applicable tax year is
treated as an S corporation or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for

the applicable tax year is not taxed as a corporation under chapter 57-38.

4. ‘"Primary sector business" means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not include
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an agricultural commodity processing facility as defined under section
57-38.6-01.

4 5. "Qualified business” means a business other than a real estate investment
trust which is: =

a. A primary sector business that:

(1) Isincorporated or its satellite operation is incorporated asa
for-profit corporation or is a partnership, limited partnership,
limited liability company, limited liability partnership, or joint
venture;

(2) s in compliance with the requirements for filings with the
securities commissioner under the securities laws of this state;

(3) Has North Dakota residents as a majority of its employees in
the North Dakota principal office or the North Dakota satellite
operation; and

(4) Has its principal office in this state and has the majority of its
business activity performed in this state, except sales activity, or
has a significant operation in North Dakota that has or is
projected to have more than ten employees or one hundred fifty
thousand dollars of sales annually; ef and

(5) Relies on innovation, research, or the development of new

products and processes in its plans for growth and profitability;
or

b. An organization that:

. - s vl is 2
primary sector business as described in subdivision a which is
operated in partnership with a research university,

university-related foundation, or public institution eligible to
receive funding under section 15-10-41.

& 6. ‘"Taxpayer' means an individual, estate, or trust or a corporation or

passthrough entity. The term does not include a real estate investment
trust.

SECTION 9. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Cenrtification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the cenrtification covers. The director shall establish the necessary forms and
procedures for certifying qualified businesses. For investments made after
December 31, 2004, the maximum agaregate amount of qualified investments a
gualified business may receive is limited to five hundred thousand dollars under this
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chapter. The limitation on investments under this section may not be interpreted to I[mit
additional investment by a taxpayer for which that taxpayer is not applying for a credit.

SECTION 10. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code_is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
quatified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not less-thar-five-theusand-dellars-anrd-net more
than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

2. Inany taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

3. Any amount of credit under this section not aliowed because of the
limitations in this section may be carried forward for up to four taxable
years after the taxable year in which the investment was made.

4, A parinership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a

ip's passthrough entity's investment in a qualified business must

be determined at the parnrership passthrough entity level. The amount of
the total credit determined at the parrerskip passthrough entity level must
be allowed to the A indivi - - ;
members in proportion to their respective interests in the parrership
passthrough entity.

5. The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at least

three years. Investments placed in escrow do not qualify for the credit.

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. Ataxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitied to a credit under this section. A member of the immediate family of
a taxpayer disqualified by this subsection is not entitied to the credit under
this section. For purposes of this subsection, "immediate family® means
the taxpayer's spouse, parent, sibling, or child or the spouse of any such
person.

8. The tax commissioner may disallow any credit otherwise allowed under this
section if any representation by a business in the application for
certification as a qualified business proves to be faise or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
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applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 11. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which ful-censiderationfer the investment in the qualified
business was received by the qualified business. ‘

SECTION 12. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capital investment tax credit allowed for investments under this chapter

is limited to two million five hundred thousand dollars for each calendar year. If
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 13. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:

Credit for investments made before 2005. An investment made before
January 1. 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in effect before the effective
date of this Act is entitled to a credit against state income tax liability under section
57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the
taxpayer in a qualified business subject to the following:

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two
hundred fifty thousand dollars.

2. Inany taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which is attributable to investrments made before
January 1, 2005.

3, Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to five taxable years
after the taxable year in which the investment was made.

4. This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 14. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 15. REPEAL. Section 15-10-41 of the North Dakota Century Code is
repealed.

SECTION 16. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative, The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
previous legislative sessions, active participation in business climate focus groups

Page No. 19 50180.0407




across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state's business climate to stimulate job
growth and enhance economic prosperity by encouraging the growth of existing
businesses in the state, creating new businesses in the state, and encouraging
expansion or relocation of businesses to this state. Each business congress must
receive a report on the activities of the focus group discussions, shall identify methods
to enhance the state's business climate to stimulate job growth and enhance economic
prosperity, and shall evaluate the impact of existing state economic development
programs. The depantment of commerce shall organize the business climate focus
groups and the business congresses. Before each business congress, which must be
held before June 1, 2006, and before June 1, 2008, the department shall hold a
minimum of six focus group discussions, two of which specifically focus on local
economic developers and four of which specifically focus on private business needs.
The department shall consult with the legislative council in compiling focus group and
business congress participant invitation lists and drafting and distributing invitations,
establishing focus group and business congress dates and locations, and preparing
agendas for focus groups and business congresses. The legislative council shall
contract with a third party to provide professional services to pian, facilitate, report on,
and coordinate followup for the focus groups and business congresses. The legislative
council shall report its findings and recommendations, together with any legislation
required to implement the recommendations, to the sixtieth and sixty-first legislative
assemblies.

SECTION 17. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The
legislative council shall report its findings and recommendations, together with any
legislation required to implement the recommendations, to the sixtieth legislative
- assembly.

SECTION 18. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
be made to improve the state's venture capital and early-stage capital investment
structure.

SECTION 19. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include -
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under
section 4 of this Act; and whether there are potential changes that could be made to
Improve the centers of excellence program.
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SECTION 20. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketplace. The
data must include information regarding issues that may result in barriers for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
on the travel and tourism industry, and must include information regarding successful
actions taken by other states to improve the availability and affordability of liability
insurance. Before July 1, 20086, the insurance commissioner shall report to the
legistative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state's laws and availability
of liability insurance more attractive to businesses in this state.

SECTION 21. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
and entrepreneurs; include consideration of successful actions taken by other states to
increase technology commercialization; and focus on approaches that are specifically
tailored to the state’s unigue circumstances. The board may contract with a third party
to conduct the study. Before July 1, 2008, the chancellor of the North Dakota university
system shall report 1o the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.

SECTION 22. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shail consult with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state's highways to allow load limits to be raised to more efficiently
move goods to market and associated costs and benefits; exploration of the
phenomenon of the decline of freight service by rail, including the prospects for offering
incentives to rail providers to expand the availability of rail for transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great plains
transportation institute shall report to the legislative council the outcome of the study
and identify proposed legislative changes necessary to implement any recommended
changes to the state's transportation infrastructure.

SECTION 23. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 5 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center.

SECTION 24. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing
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system and tax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successful actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state's unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate. ‘

SECTION 25. EFFECTIVE DATE - EXPIRATION DATE. Sections 8 through
12 of this Act are effective for taxable years beginning after December 31, 2004.
Section 14 of this Act becomes effective on August 1, 2007. Sections 2, 6, and 7 of this
Act are effective for taxable years beginning after December 31, 2008. Section 13 of
this Act is effective for taxable year 2004 and is thereafter ineffective, except any
unused credit may be carried forward as provided in section 12 of this Act. Section 4 of
this Act is effective through July 31, 2009, and after that date is ineffective.”

Renumber accordingly

Page No. 22 50180.0407



50180.0408 Prepared by the Legislative Council staff for
Title. House Appropriations - Government
Performance
April 1, 2005

PROPOSED AMENDMENTS TO REENGROSSED SENATE BiLL NO. 2032

In lieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
program, an office of management and budget procurement information program, and
seed capital investment tax credit treatment of investments in excess of caps on credits;
to amend and reenact sections 6-09-15, 10-04-05, 10-30.5-04, and 54-16-01,
subsection 1 of section 57-38-01.2, subsection 1 of section 57-38-71, and sections
57-38.5-01, 57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota
Century Code, relating to the authority of the Bank of North Dakota to invest funds,
cross-references affected by the repeal of the venture capital corporation law, the.
authority of the North Dakota development fund to invest and manage funds,
emergency commission membership, and the seed capital investment tax credit; to
repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North Dakota Century
Code, relating to venture capital corporations, the Myron G. Nelson Fund, Incorporated,
and the centers of excellence program; to provide for state agency studies, reports to
the legislative council, and legislative council studies; to provide an effective date; and
to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2087 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b.  To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. Thatare eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.
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To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3}],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the controt of the parks and recreation department.

Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses. :

Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

To instrumentalities of this state.
As otherwise provided by this chapter or other statutes.

If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act {Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279%aa-14), as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

a.

b.

In conformity with policies of the industrial commission.

In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
fund, incorporated, not to exceed five ten million dollars, for the
purpose of providing funds for investment in North Dakota alternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
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10.

under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2867 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

¢. Toactual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the vaiue of the security.

d. Thatare insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

€. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest. : '

f.  Toindividuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state,

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code {26 U.S.C. 501(c)(3)),
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, 10 finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricuttural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 u.s.C.
2279aa-227%aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution. :

Perform all acts and do all things necessary, convenient, advisable, or
desirableto carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.
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10. Purchase mortgage loans on residential real property originated by
financial institutions. '

; SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
. Code is amended and reenacted as follows: ' _

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or -
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4. Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5. Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.
. ‘ b. Filean application, offering disclosure document, and pay a

nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.

Page No. 5 50180.0408




10.

11,

12.

¢. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.
At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and a nonrefundable fee of one
hundred dollars for the renewal of the filing for additional periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payable in cash only, and
is not convertible into and does not carry an option or right to receive
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel mortgage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any bond, note, or other evidence of debt issued by a holding corporation
or fimited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.

Page No. 6 50180.0408




@

H4-13.

Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, or any agency or corporate or
other instrumentality of one or more of the foregoing, or any other foreign
government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or
guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise.

a. Any security, other than a security that is a federal covered security
pursuant to section 18(b)(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on:

(M
(2)
€Y

(4)
(5)
(6)
(7)

The New York stock exchange;
The American stock exchange;

The national association of securities dealers automated
guotation national market system; _ _

Tier | of the Philadelphia stock exchange;
Tier | of the Pacific stock exchange;
Chicago board options exchange; or

Any other stock e'xchange or automated quotatioh system which
the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
substantially equal rank;

c. Any security called for by subscription rights or warrants so listed or
approved; or ‘
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35 14.

d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
determines that it would be in the public interest.

Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the Nonrth Dakota Century
Code is amended and reenacted as follows: '

10-30.5-04. (Effective through July 31, 2007 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may: :

1.
2.

Cooperate and contract with any private or public entity.

Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital investments and early-stage capital funds. The corporation may
provide management services for the Bank's alternative and venture capital

investments and early-stage capital funds.

(Effeciive after July 31, 2867 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the

. corporation may:
1. Cooperate and contract with any private or public entity.

2.

Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:

1,

o

(S -

"Board” means the state board of higher education.

"Center® means a center of excellence relating to economic development
which has been designated or named under this chapter.

"Commission” means the centers of excellence commission.

"Foundation" means the North Dakota economic development foundation.

*Industry cluster® means one of the following industries:

a. Advanced manufacturing;
b. Energy;

c. Information and technology;
d. Tourism;
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e. Value-added agriculture; or

f. Anindustry, including the aerospace industry, specifically identified by
the department of commerce as an industry that will contribute 1o the

. aross state product. ‘

Centers of excellence.

1. The board shall establish a centers of excellence program relating to
economic development. Through the program the commission shall make
funding award recommendations for commission-approved applications to
the board, the foundation, and the budget section of the legislative council.
A center must be an institution of higher education under the control of the
board or a nonprofit university-related or college-related foundation of an
institution of higher education under the control of the board. A center
must be working in partnership with the private sector. In addition to any
center designated under this chapter, the North Dakota state university

center for technology enterprise and the university of North Dakota center
for innovation are centers,

o

A commission funding award recommendation must be for a specified
amount. Designation of a center occurs upon board, foundation, and
budget section approval of a commission funding award recommendation.
in considering whether to designate a center, the board, foundation, and
budget section may not medify the commission recommendation. The

budget section may not make a determination of whether to approve or
refect a commission funding award recommendation until the emergency

commission reviews the commission recommendation and makes a
recommendation to the budget section.

A center that receives funds distributed under this chapter is not qualified to
receive subsequent designations as a center.

[

4. The board rules adopted under subsection 9 of section 15-10-17, relating

to ownership of intellectual property, inventions, and discoveries, must
address activities and issues unigue to centers,

Centers of excellence commission. The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
members 0 serve on the commission and the board shall appoint three of the board's
members o serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three years, beginning July first; may be reappointed for
additional terms: and serves at the pleasure of the appointing entity. f a commission
member ceases to serve as a member of the appointing entity, that member's
membership on the commission ceases immediately and the appointing entity shall
appoint a new member for the remainder of the term. Terms of initial commission
members begqin on the effective date of this Act and must be staggered. On a'
meeting-by-meeting basis, an appointing entity may substitute a member of that
appointing entity to serve in place of one of the reqgular members appointed by that
entity. If the commission chairman and vice chairman are not present at a meeting, the
commission members present at that meeting shall select a commission member to
serve as chairman for that meeting. A commission member may receive compensation

and ?ravel and expense reimbursement from the appointing entity. The board shalll
rovide the commission with appropriate staff services as may be requested by the

. commission.

Application - Eligibility requirements.
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The board shall provide center application forms, accept applications.
review applications for completeness and compliance with board policy,

and forward complete applications to the commission in accordance with
quidelines established by the commission.

The commission shall meet as necessary to review all complete
applications: approve or disapprove complete applications; make funding
award recommendations for commission-approved proposed centers;
distribute funds to the centers; monitor centers for compliance with award
requirements; and review changes in assertions made in center

applications.

In considering whether to approve or disapprove an application, the
commission shall consider whether the center will:

a. Use university or college research to promote private sector job

arowth and expansion of knowledge-based industries or use university

or college research to promote the development of new products,
high-tech companies. or skilled jobs in_this state;

b. Create high-value private sector employment opportunities in this
state;

¢. Provide for public-private sector involvement and parinerships:

d. Leverage other funding;

e. Increase research and development activities that may involve federal

funding from the national science foundation experimental program to
stimulate competitive research;

=

Foster and practice entrepreneurship:

g. Promote the commercialization of new products and services in
industry clusters;

h. Become financially self-sustaining; and

i. Establish and meet a deadline for acquiring and expending all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1.

[P

fo

A center shall use funds awarded under this chapter to enhance capacity;
enhance infrastructure; and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds
to supplant funding for current operations or academic instructions or to

pay indirect costs.

As a condition for receipt of funds under this chapter, a center shall agree
to_provide the board, foundation, and budget section of the leagislative
council with annual audits on all funds distributed to the center under this
chapter. The annual reports must be provided until the completion of four
vears following the final distribution of funds under this chapter.

Before the commission distributes funds awarded under this chapter, the
center shall provide the commission with detailed documentation of private
sector participation and the availability of two dollars of matching funds for

each qonar of state funds %o be distributed under this chapter. The
matching funds may include funds facilitated through the collaboration of
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the private sector participants with other funding entities. The matching
funds may include a combination of cash and in-kind assets with itemized

value. Private sector participation may be established through equity
investments or through contracts for services with private sector entities.
In making funding recommendations and designation determinations, the
commission, board, foundation, and budget section shall give major
consideration to the portion of the matchmq funds provided in cash by the

private sector.

4. N, before funds are distributed by the commission, a center undergoes a

change in the terms of or assertions made in its application, the
commission may withhold all or a portion of any undistributed funds

pending commission review of the changes.

SECTION 5. AMENDMENT. Section 54-16-01 of the North Dakota Century
Ccode is amended and reenacted as follows:

54-16-01. Emergency commission - Members - Organization - Quorum -
Meetings. The emergency commission consists of the governor, the ehatrman majority
leaders of the senate and house of representatives of the legislative eeure#t assembly,
the secretary of state, and the chairmen of the senate and house of representatives
appropriations committees. |If the chairman of an appropriations committee ceases to
be a member of the legislative assembly, the vice chairman of that committee succeeds
to that position on the commission. An appropriations committee vice chairman may
serve in the place of the appropriations committee chairman as a member of the
commission at the request of the appropriate appropriations committee chairman, if the
appropnataons commlttee chalrman is unable to attend a commission meeting. Fhe

If a majority leader ceases to be a member of
the legislative assembly, the respective house's assistant majority leader succeeds to

that position on the commission. A majority leader's assistant majority leader may
serve as a member of the commission in the place of the ehairman-ofthelegisiative

eouneH majority leader at the request of the ehairman-of-thelegisiative-couneit majority
leader if that individual majority leader is serving on the commission in another capacity

or is unable to attend a commission meeting. Four members of the commission
constitute a quorum. The governor is the chairman and the secretary of state is the
secretary of the commission. The commission shall meet at the call of the chairman.

SECTION 6. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1. The office of management and budget shall establish and maintain a
procurement information web site on the internet. This procurement
information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and
institutions. Notwithstanding section 54-44.4-09, tor each purchase of -
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time pericd and
manner of providing procurement information on the web site must be in

accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to

assist in providing or maintaining the procurement information web site.

ro

A statg agency or institution may elect to use the procurement information
web site for the purchase of services and commodities that are not subject
to the procurement requirements of this chapter. including:
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Commodities and services exempted under section 54-44.4-02;

Public improvements under title 48;

Architect. engineer, construction management, and !and surveying

services under chapter 54-44.7; and

Concessions under chapter 48-09.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1. The taxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:

a.

Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal retumn.

Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of féderal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

(1)  Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. If separate returns are filed by
husband and wife, no deduction can be taken under this -
subdivision. This subdivision shall not be applicable to estates
or trusts.

{2 Reduced by three hundred dollars if the retun filed is the return

of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household" shall also include a "surviving
spouse" as defined by said code.
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(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as -
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorney's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of chapter
57-38.1, but only to the extent that the amount of net income not
allocated and apportioned to this state under the provisions of that
chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patrolmen's retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
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provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces of
the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location. '

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve companents thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including fumiture, appliances, musical instruments,
clothing, and other personal belongings may not be included. This
staternent must be filed along with the income tax retum. For the
pt;rposes of this subdivision, "beginning farmer" means any person

who is:

(1)  Aresident of this state.

(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4) Except for contracts for deed entered into prior to July 1, 1885,

having adequate training by education in the type of farming
operation which the person wishes to begin through satisfactory
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pariicipation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agriculture commissioner.

{8) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand doliars.

Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision s |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
in order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a list
of the buyer's assets and debts and giving the buyer's net worth,
together with any other information required by the state tax
commissioner. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. In determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the value of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
subdivision, "beginning businessman”, excluding beginning farmers as
defined in subdivision s |, means any person who is;

(1)  Aresident of this state.

(2)  Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4) Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution" means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.
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Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision ¢ k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax
under federal statute or United States or North Dakota constitutional
provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3.

Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision & | for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service ina
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the adjustment
is allocated and apportioned to North Dakota income.

SECTION 8. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:

1. "Beginning entrepreneur®, excluding beginning farmers as defined in
subdivision # | of subsection 1 of section 57-38-01.2, means any person

who:

a.

15 a resigdent of this state.
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b. Receives more than one-half of that person's gross annual income

from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction will be
claimed under sections 57-38-71 through 57-38-74.

¢. Intends to use any revenue-producing enterprise purchased or rented

for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings.

SECTION 9. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise

requires:

1.

>

“Director” means the director of the department of commerce division of
economic development and finance.

"New wealth" means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth” also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

"Passthrough entity® means a corporation that for the applicable tax year is
treated as an S corpgration or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for

the applicable tax year is not taxed as a corporation under chapter 57-38.

"Primary sector business” means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not include
an agricuttural commodity processing facility as defined under section
57-38.6-01.

"Qualified business®” means:

& A abusiness other than a real estate investment trust which is a
primary sector business that: '

a. s incOrp.orated or its satellite operation is incorporated as a for-profit
corporation or is a partnership, limited partnership, limited liability
company, limited liability partnership, or joint venture;

b. Isin compliance with the requirements for filings with the securities
commissioner under the securities laws of this state;

Has North Dakota residents as a majority of its employees in the

e

l;l:;th Dakota principal office or the North Dakota satellite operation;
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4} d. Hasits principal office in this state and has the majority of its business
activity performed in this state, except sales activity, or has a
significant operation in North Dakota that has or is projected to have
more than ten employees or one hundred fifty thousand dollars of
sales annually; ef

b 2 otion that
and
) 1

tor busi hat W l beisi and
e. Relies on innovation, research. or the development of new products
and processes in its plans for growth and profitability.

5 6. ‘'Taxpayer' means an individual, estate, or trust or a corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 10. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Certification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for certifying qualified businesses. For investments made after
December 31, 2004, the maximum aggregate amount of qualified invesiments a
qualified business may receive is limited to five hundred thousand dollars under this
chapter. The limitation on investments under this section may not be interpreted to limit
additional investment by a taxpayer for which that taxpayer is not applying for a credit.

SECTION 11. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not Jess-than-five-thousand-dears-and-Ret more
than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

2. Inany taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

3. Any amount of credit under this section not allowed because of the

limitations in this section may be carried forward for up 10 four taxable
years after the taxable year in which the investment was made.
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4, A parnership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a
pattnership's passthrough entity's investment in a qualified business must
be determined at the partrership passthrough entity level. The amount of
the total credit determined at the parrerskip passthrough entity level must
be allowed to the ﬁaﬂfre%%ﬂﬁed%ﬂdmdﬁais—es%a%es—aﬁd-%e%& '
members in propor‘uon to their respective interests in the parrership

assthrough enti

5. The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at least

three years. Investments placed in escrow do not qualify for the credit.

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. Ataxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitled to a credit under this section. A member of the immediate family of
a taxpayer disqualified by this subsection is not entitled to the credit under
this section. For purposes of this subsection, "immediate family" means
the taxpayer's spouse, parent, sibling, or child or the spouse of any such
person.

8. The tax commissioner may disallow any credit otherwise allowed under this
section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 12, AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-04, Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which {ull-considerationfer the investment in the qualified
business was received by the qualified business.

SECTION 13. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capltal mvestment tax credit al!owed for mvestments under this chapter

is I|m|ted to two mllhon flve hundred thousand dollars for each calendar vear If
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 14. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:
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Credit for investments made before 2005. An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in effect before the effective
date of this Act is entitled to a credit against state income tax liability under section
57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the
taxpaver in a qualified business subject to the following: : '

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand doltars and not more than two
hundred fifty thousand dollars,

2. Inany taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which is attributable to investments made before
January 1, 2005.

3. Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to five taxable years
after the taxable year in which the investment was made.

4, This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 15. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 16. REPEAL. Section 15-10-41 of the North Dakota Century Codeis
repealed. o

SECTION 17. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative. The business climate initiative must include receipt of agency reports
regarding economic development legistation introduced by the legislative council during
previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state’s business climate to stimulate job
growth and enhance economic prosperity for employers and employees by encouraging
the growth of existing businesses in the state, creating new businesses in the state, and
encouraging expansion or relocation of businesses to this state. Each business
congress must receive a report on the activities of the focus group discussions, shall
identify methods to enhance the state's business climate to stimulate job growth and
enhance economic prosperity, shall identify methods to prepare the state for the
high-growth and high-demand jobs of the future, and shall evaluate the impact of
existing state economic development programs. The depariment of commerce shall
organize the business climate focus groups and the business congresses. Before each
business congress, which must be held before June 1, 2006, and before June 1, 2008,
the department shall hold a minimum of six focus group discussions, two of which
specifically focus on local economic developers and four of which specifically focus on
private business needs. The department shall consult with the legislative council in
compiling focus group and business congress participant invitation lists and drafting and
distributing invitations, establishing focus group and business congress dates and
locations, and preparing agendas for focus groups and business congresses. The
legislative council shall contract with a third party to provide professional services to
plan, facilitate, report on, and coordinate followup for the focus groups and business
congresses. The legislative council shall report its findings and recommendations,
together with any legislation required to implement the recommendations, to the sixtieth
and sixty-first legislative assemblies.

SECTION 18. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
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venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The
legislative council shall report its findings and recommendations, together with any
legislation required to implement the recommendations, to the sixtieth legislative
assembly.

SECTION 19. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
be made to improve the state's venture capital and early-stage capital investment
structure.

SECTION 20. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under
section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 21. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketplace. The
data must include information regarding issues that may result in barriers for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
on the travel and tourism industry, and must include information regarding successful
actions taken by other states to improve the availability and affordability of liability
insurance. Before July 1, 2006, the insurance commissioner shall report to the
legislative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state's laws and availability
of liability insurance more attractive to businesses in this state.

SECTION 22. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
_and entrepreneurs; include consideration of successful actions taken by other states to
Increase technology commercialization; and focus on approaches that are specifically
tailored to the state's unique circumstances. The board may contract with a third party
to conduct the study. Before July 1, 2006, the chancellor of the North Dakota university
system shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.
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SECTION 23. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this

- state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shall consuit with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state's highways to allow load limits to be raised to more efficiently
move goods to market and associated costs and benefits; exploration of the
phenomenon of the decline of freight service by rail, including the prospects for offering
incentives to rail providers to expand the availability of rail for transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great plains
transportation institute shall report to the legislative council the outcome of the study

- and identify proposed legislative changes necessary to implement any recommended
changes to the state's transportation infrastructure.

SECTION 24. PROCUREMENT ASSISTANCE STUDY - REPORT TO

LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 6 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report fo the legisiative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,

. how services might be provided by such a center, and what legistative changes would
be required to implement such a center.

SECTION 25. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing
system and tax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successful actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state's unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate.

SECTION 26. EFFECTIVE DATE - EXPIRATION DATE. Sections 9 through
13 of this Act are effective for taxable years beginning after December 31, 2004.
Section 15 of this Act becomes effective on August 1, 2007. Sections 2, 7, and 8 of this
Act are effective for taxable years beginning after December 31, 2008. Section 10 of
this Act is effective for a business certified as a qualified business after December 31,
2004. Section 14 of this Act is effective for taxable year 2004 and is thereafter
ineffective, except any unused credit may be carried forward as provided in section 13
of tfl;is Act. Section 4 of this Act is effective through July 31, 2011, and after that date is
ineffective."

Renumber accordingly
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PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2032

In fieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
program, an office of management and budget procurement information program, and
seed capital investment tax credit treaiment of investments in excess of caps on credits;
to amend and reenact sections 6-09-15, 10-04-05, and 10-30.5-04, subsection 1 of
section 57-38-01.2, subsection 1 of section 57-38-71, and sections 57-38.5-01,
57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota Century Code,
relating to the authority of the Bank of North Dakota to invest funds, cross-references
affected by the repeal of the venture capital corporation law, the authority of the North
Dakota development fund to invest and manage funds, and the seed capital investment
tax credit; to repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North
Dakota Century Code, relating to venture capital corporations, the Myron G. Nelson
Fund, Incorporated, and the centers of excellence program; to provide for state agency
studies, reports to the legislative council, and legislative council studies; to provide an
effective date: and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2667 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of Norith Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. Thatare insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan {o be
added to the principal amount of the debt and thereafter accumulate
interest.
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To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

To nonprofit organizations that are exempt from federal taxation under .
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)],

the proceeds of the loans to be used for construction, reconstruction,

repair, renovation, maintenance, and associated costs on property

under the control of the parks and recreation deparntment.

Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

To instrumentalities of this state.
As otherwise provided by this chapter or other statutes.

If the Bank is participating in the loan and the Bank deems it is in the
bes! interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's .
assets.

To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-227%aa-14), as amended through December 31, 1986.

Purchase pariicipation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

a.

b.

In conformity with policies of the industrial commission.

In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

In North Dakota alternative and venture capital investments and

early-stage capital funds including the North Dakota development

fund, incorporated, not to exceed five ten million dollars, for the .
purpose of providing funds for investment in North Dakota alternative

and venture capital investments and early-stage capital funds. The

Bank may allow for third-party management of the funds invested

Page No. 2 50180.0409




10.

under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 26087 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

f.  Toindividuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.),
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part .
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. |f the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

2. Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279aa-14], as amended through December 31, 1996.

3. Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

4. Investits funds:
a. Inconformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

5. Buy and sell federal funds.

6. Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

7. Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

8. Receive deposits from any source and deposit its funds in any bank or
other financial institution.

9. Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.
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10. Purchase morigage loans on residential real property originated by
financial institutions.
SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
. Code is amended and reenacted as follows:

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07 1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranieed by, a national bank or a national bank and trust company or
bank or credit or Joan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an

‘ interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to

& examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4. Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5.  Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approvai of the commissioner.

b. File an application, offering disclosure document, and pay a
nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.
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11,

12.

¢. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to .
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.
At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and a nonrefundable fee of one
hundred dollars for the renewal of the filing for additional periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payable in cash only, and
is not convertible into and does not carry an option or right to receive -
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

for the conditional sale of cars, motive power, or other rolling stock
morigaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any equipment security based on a chattel morigage, lease, or agreement .

Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of

all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.
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Any security issued or guaranteed by Canada, any Canadian province, any

political subdivision of any such province, or any agency or corporate or

other instrumentality of one or more of the foregoing, or any other foreign

government with which the United States currently maintains diplomatic

relations, if the security is recognized as a valid obligation by the issuer or

. guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise.

41 a. Any security, other than a security that is a federal covered security
pursuant to section 18(b)(1) of the Securities. Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on:

(1) The New York stock exchange;

(2) The American stock exchange;

(3) The national association of securities dealers automated
quotation national market system;

(4) Tier | of the Philadelphia stock exchange;

(8) Tier I of the Pacific stock exchange;

(6) Chicago board options exchange; or

(7)  Any other stock exchange or automated quotation system which
the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
' substantially equal rank;

¢. Any security called for by subscription rights or warrants so listed or
approved; or
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d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
determines that it would be in the public interest. .

Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 2067 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may:

1.
2.

Cooperate and contract with any private or public entity.

Receive appropriations from the legislative assembly and other public -
moneys as well as contributions from other private or public contributors.

Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital invesiments and early-stage capital funds. The corporation may
provide management services for the Bank's alternative and venture capital
investments and early-stage capital funds.

(Effective after July 31, 2007 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the

. corporation may: .
1.

2.

Cooperate and contract with any private or public entity.

Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacled as follows:

~ Definitions. In this chapter, unless the context otherwise requires:
1. '"Board" means the state board of higher education. |
2. ‘Center" means a center of excellence relating to economic development
which has been designated or named under this chapter.
3. "Commission" means the centers of excellence commission.
4. ‘“Foundation" means the North Dakota economic development foundation.
5. ‘“Industry cluster* means one of the following industries:

a. Advanced manufacturing;
b. Energy;

¢. Information and technology:
d. Tourism;
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e. Value-added agricullure; or

f.  Anindustry, including the aerospace industry, specifically identified by
the department of commerce as an industry that will contribute to the

gross state product.

Centers of excellence.

1. _The board shall establish a centers of excellence program relating to
economic development, Through the program the commission shall make
tunding award recommendations for commission-approved applications to
the board. the foundation. and the budget section of the legislative council.
A center must be an institution of higher education under the control of the
board or a nonprofit university-related or college-related foundation of an
institution of higher education under the control of the board. A center
must be working in partnership with the private sector. In addition to any
center designated under this chapter, the North Dakota state university
center for technology enterprise and the_university of North Dakota center
for innovation are centers.

fro

A commission funding award recommendation must be for a specified
amount. Designation of a center occurs upon board, foundation, and
budget section approval of a commission funding award recommendation.
In considering whether to designate a center, the board, foundation, and
budget section may not modify the commission recommendation,

[

A center that receives funds distributed under this chapter is not qualified to
receive subsequent designations as a center until the biennium following
the center's most recent designation.

4. The board rules adopted under subsection 9 of section 15-10-17, relating
to ownership of intellectual property, inventions, and discoveries, must
address activities and issues unique to centers.

Centers of excellence commission., The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
members to serve on the commission and the board shall appoint three of the board's
members to serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three vears, beginning July first; may be reappointed for
additional terms: and serves at the pleasure of the appointing entity. If a commission
member ceases to serve as a member of the appointing entity, that member's
membership on the commission ceases immediately and the appointing entity shall
appoint a new member for the remainder of the term. Terms of initial commission
members begin on the effective date of this Act and must be staggered. Ona
meeting-by-meeting basis, an appointing entity may substitute a member of that
appointing entity 10 serve in place of one of the regular members appointed by that
entity. If the commission chairman and vice chairman are not present at a meeting, the
commission members present at that meeting shall select a commission member {o
serve as chairman for that meeting. A commission member may receive compensation
and travel and expense reimbursement from the appointing entity. The board shall

provide the commission with appropriate staff services as may be requested by the

Application - Eligibility requirements.

1. The board shall provide center application forms, accept applications,
review applications for completeness and compliance with board polic
and forward complete applications to the commission in accordance with
guidelines established by the commission.
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2. The commission shall meet as necessary to review all complete
applications: approve or disapprove complete applications; make funding
award recommendations for commission-approved proposed centers;
distribute funds to the centers; monitor centers for compliance with award
requirements; and review changes in assertions made in center .

3. Inconsidering whether to approve or disapprove an application, the
commission shall consider whether the center will:

a. Use university or college research to promote private sector job
arowth and expansion of knowledge-based industries or use university
or college research to promote the development of new products,
high-tech companies, or skilled jobs in this state;

b. Create high-value private sector employment opportunities in this
staie;
c. Provide for public-private sector involvement and partnerships:

d. Leverage other funding;

increase research and development activities that may involve federal
funding from the national science foundation experimental program to

stimulate competitive research;

|

f. Fosler and practice entrepreneurship:

g. Promote the commercialization of new products and services in
industry clusters; .

h. Become financially self-sustaining; and

i. Establish and meet a deadline for acquiring and expending all public
and private funds specified in the application,

Use of funds - Terms of funds - Distribution of funds.

1. A center shall use funds awarded under this chapter to enhance capacity;
enhance infrastructure; and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds
to supplant funding for current operations or academic instructions or to
pay indirect costs.

2. As a condition for receipt of funds under this chapter, a center shall agree
to provide the board, foundation, and budget section of the legislative
council with annual reports prepared by a third party on the use of all funds
distributed to the center under this chapter. The annual reports must be
provided until the completion of four vears following the final distribution of
funds under this chapter.

3, Before the commission distributes funds awarded under this chapter, the
center shall provide the commission with detailed documentation of private
sector paricipation and the availability of two dollars of matching funds for
each dollar of state funds to be distributed under this chapter. The
matching funds may include funds facilitated through the collaboration of .

the private sector paricipants with other funding entities. The matchin
funds may include a combination of cash and in-kind assets with itemized
value. Private sector participation may be established through equity
investments or through contracts for services with private sector entities.
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In makina funding recommendations and designation determinations, the

commission, board, foundation, and budget section shall give major

consideration to the portion of the matching funds provided in cash by the

rivate sector. .

If. before funds are distributed by the commission, a center undergoes a

change in the terms of or assertions made in its application, the

commission may withhold all or a portion of any undistributed funds

pending commission review of the changes,

SECTION 5. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1.

[P

The office of management and budget shall establish and maintaina.
procurement information web site on the internet. This procurement
information web site must provide current information regarding North
Dakota government procurement opporunities in order to inform potential
vendors of the commodities and services sought by state agencies and
institutions. Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
assist in providing or maintaining the procurement information web site.

A state agency or institution may elect to use the procurement information
web site for the purchase of services and commodities that are not subject
1o the procurement requirements of this chapter, including:

i

Commodities and services exempted under section 54-44.4-02;

b. Public improvements under title 48;

3

Architect. enaineer, construction management, and land surveying
services under chapter 54-44.7; and

d. Concessions under chapter 48-09.

SECTION 6. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1.

The taxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:

a. Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

b. Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

¢. Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
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the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
par of the North Dakota taxable income. Provided, thatno '
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disciosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only afler an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

(1) Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. if separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicable to estates
or trusts.

(2) Reduced by three hundred dollars if the return filed is the return
of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household" shall also include a "surviving
spouse" as defined by said code. .

(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annuai
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorney's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

{(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter. .
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the

Page No. 12 50180.0409



taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer’s spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not aliowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not

allocated and apportioned to this state under the provisions of chapter
57-38.1, but only to the extent that the amount of net income not
allocated and apportioned to this state under the provisions of that
chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen’s pension funds authorized by
chapter 40-45, or the highway patrolmen’s retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces of
the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres {32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
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the internal revenue service before interest is imputed. In order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such

other information as the state tax commissioner may require. The .
value placed on any real property located in North Dakota and owned

by the buyer must be the amount listed as the true and full value on

the most recent real estate tax statement for that particular piece of

property. In determining the net worth of any person, including the

person's dependents and spouse, if any, for purposes of this

subdivision, the value of their equity in their principal residence, the

value of one personal or family motor vehicle, and the value of their

household goods, including furniture, appliances, musical instruments,

clothing, and other personal belongings may not be included. This

statement must be filed along with the income tax return. For the

purposes of this subdivision, “beginning farmer" means any person

who is:

(1) A resident of this state.

(2)  Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4)  Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming
operation which the person wishes to begin through satisfactory .
participation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agriculture commissioner.

(5) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand dollars.

Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision s |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
In order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a list
of the buyer's assets and debts and giving the buyer's net worth,
together with any other information required by the state tax
commissioner. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. In determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the value of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
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subdivision, "beginning businessman®, excluding beginning farmers as
defined in subdivision # |, means any person who is:

(1)  Aresident of this state.

(2)  Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4) Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

e- n. Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution" means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.

£ 0. Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision 1 k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

s- p. Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax
under federal statute or United States or North Dakota constitutional
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provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

10 a taxpayer in connection with an allocation and apportionment to

£ g. Reduced by an amount equal to the earnings that are passed through
North Dakota under chapter 57-35.3. .

w 1. Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision k j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the adjustment
is allocated and apportioned to North Dakota income.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:

1. "Beginning entrepreneur”, excluding beginning farmers as defined in
subdivision # ) of subsection 1 of section 57-38-01.2, means any person
who:

a. Is aresident of this state.

b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction will be
claimed under sections 57-38-71 through 57-38-74.

c. Intends to use any revenue-producing enterprise purchased or rented
for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings.

SECTION 8. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise
requires:

1. "Director" means the director of the department of commerce division of
economic development and finance.
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6.

"New wealth® means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth® also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

»Passthrough entity" means a corporation that for the applicable tax vear is
reated as an S corporation or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38.

"Primary sector business" means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not include
an agricultural commodity processing facility as defined under section
57-38.6-01.

"Qualified business” meanss

a A abusiness other than a real estate investment trust which isa
primary sector business that:

=

Is incorporated or its satellite operation is incorporated as a for-profit
corporation or is a parinership, limited partnership, limited liability
company, limited liability partnership, or joint venture;

=

Is in compliance with the requirements for filings with the securities
commissioner under the securities laws of this state;

[©

Has North Dakota residents as a majority of its employees in the
North Dakota principal office or the North Dakota satellite operation;
erg

|2

Has its principal office in this state and has the majority of its business
activity performed in this state, except sales activity, or has a
significant operation in North Dakota that has or is projected to have
more than ten employees or one hundred fifty thousand dollars of
sales annually; of

e. Relies on innovation, research, or the development of new products
and processes in its plans for growth and profitability.

"Taxpayer® means an individual, estate, or trust or a corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 9. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacied as foliows:

Page No. 17 . 50180.0409



57-38.5-02. Cenrtification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and .
procedures for cerlifying qualified businesses. For investments made after
December 31, 2004, the maximum agagregate amount of qualified investments a
qualified business may receive is limited to five hundred thousand dollars under this
chapter. The limitation on investments under this section may not be interpreted to limit
additional investment by a taxpavyer for which that taxpayer is not applying for a credit.

SECTION 10. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacied as follows:

57-38.5-03. Seed capilal investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not tess-thar-five-theusand-dolarsand-ret more
than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

2. In any taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

3. Any amount of credit under this section not allowed because of the .
limitations in this section may be carried forward for up 10 four taxable
years after the taxable year in which the investment was made.

4, A parnrership passthrough entity that invests in a qualified business must
be considered 1o be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a

ip's passthrough entity's investment in a qualified business must

be determined at the parrership passthrough entity level. The amount of
the total credit determined at the parnership passthrough entity level must
be allowed 1o the i trdivi - - -
members in proportion to their respective interests in the partrership
passthrough entity.

5. The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at least
three years. Investments placed in escrow do not qualify for the credit.

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. Ataxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitied to a credit under this section. A member of the immediate family of
a taxpayer disqualified by this subsection is not entitled to the credit under .
this section. For purposes of this subsection, "immediate family® means
the taxpayer's spouse, parent, sibling, or child or the spouse of any such
person.
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8. The tax commissioner may disallow any credit otherwise allowed under this
section if any representation by a business in the application for
cerlification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 11. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which ful-censiderationter the investment in the qualified
business was received by the qualified business.

SECTION 12. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:

is limited to two million five hundred thousand dollars for each calendar year. If
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 13. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:

Credit for investments made before 2005. An investment made before
January 1. 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in effect before the effective
date of this Act is entitled 1o a credit against state income tax liability under section
57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the
taxpaver in a qualified business subject to the following:

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two
hundred fifty thousand dollars.

2. Inany taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which_is attributable to investments made before
January 1, 2005.

3. Any amount of credit under this section not allowed because of the

limitations in this section may be carried forward for up to five taxable years
after the taxable year in which the investment was made.

4. This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 14. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 15. REPEAL. Section 15-10-41 of the North Dakota Century Code is
repealed.
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SECTION 16. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative, The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legisiative council during
previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state's business climate to stimulate job
growth and enhance economic prosperity for employers and employees by encouraging
the growth of existing businesses in the state; creating new businesses in the state, and
encouraging expansion or relocation of businesses to this state. Each business
congress must receive a report on the activities of the focus group discussions, shall
identify methods to enhance the state’s business climate to stimulate job growth and
enhance economic prosperity, shall identify methods to prepare the state for the
high-growth and high-demand jobs of the future, and shall evaluate the impact of
existing state economic development programs. The department of commerce shall
organize the business climate focus groups and the business congresses. Before each
business congress, which must be held before June 1, 2006, and before June 1, 2008,
the department shall hold a minimum of six focus group discussions, two of which
specifically focus on local economic developers and four of which specifically focus on
private business needs. The department shall consult with the legislative council in
compiling focus group and business congress participant invitation lists and drafting and
distributing invitations, establishing focus group and business congress dates and
locations, and preparing agendas for focus groups and business congresses. The
legislative council shall contract with a third party to provide professional services to
plan, facilitate, report on, and coordinate followup for the focus groups and business
congresses. The legislative council shall report its findings and recommendations,
together with any legislation required to implement the recommendations, to the sixtieth
and sixty-first legisiative assemblies.

SECTION 17. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The
legislative council shall report its findings and recommendations, together with any
legislation required to implement the recommendations, to the sixtieth legislative
assembily.

SECTION 18. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
bte mtade to improve the state's venture capital and early-stage capital investment
structure.

SECTION 19. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
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centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under
section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 20. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketplace. The
data must include information regarding issues that may result in barriers-for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
on the travel and tourism industry, and must include information regarding successful
actions taken by other states to improve the availability and affordability of liability
insurance, Before July 1, 2006, the insurance commissioner shall report to the
legislative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state’s laws and availability
of liability insurance more attractive to businesses in this state.

SECTION 21. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
and entrepreneurs; include consideration of successful actions taken by other states to
increase technology commercialization; and focus on approaches that are specifically
tailored to the state's unique circumstances. The board may contract with a third party
to conduct the study. Before July 1, 2006, the chancellor of the North Dakota university
system shall report 1o the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.

SECTION 22. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transporiation infrastructure. In
conducting this study, the upper great plains transportation institute shalt consult with
the depariment of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state's highways to allow load limits to be raised to more efficiently
move goods to market and associated costs and benefits; exploration of the
phenomenon of the decline of freight service by rail, including the prospects for offering
incentives to rail providers to expand the availability of rail for transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great plains
transportation institute shall report 1o the legislative council the outcome of the study
and identify proposed legislative changes necessary to implement any recommended
changes to the state's transportation infrastructure.

SECTION 23. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 5 of this Act; perform a
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study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center. '

SECTION 24. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing
system and fax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successful actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state's unique circumstances. The tax’commissioner
may contract with a third party to conduct the study. Before July 1, 20086, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate.

SECTION 25. EFFECTIVE DATE - EXPIRATION DATE. Sections 8 through
12 of this Act are effective for taxable years beginning after December 31, 2004.
Section 14 of this Act becomes effective on August 1, 2007. Sections 2, 6, and 7 of this
Act are effective for taxable years beginning after December 31, 2008. Section 9 of this
Act is effective for a business cerlified as a qualified business after December 31, 2004,
Section 13 of this Act is effective for taxable year 2004 and is thereafter ineffective,
except any unused credit may be carried forward as provided in section 12 of this Act.
Section 4 of this Act is effective through July 31, 2011, and after that date is ineffective.”

Renumber accordingly
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REPORT OF STANDING COMMITTEE
SB 2032, as reengrossed: Appropriations Committee (Rep. Svedjan, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (21 YEAS, 1 NAY, 1t ABSENT AND NOT VOTING}. Reengrossed SB 2032
was placed on the Sixth order on the calendar.

In lieu of the amendments adopted by the House as printed on pages 1139 and 1140 of the
House Journal, Reengrossed Senate Bill No. 2032 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excelience
program, an office of management and budget procurement information program, and
seed capital investment tax credit treatment of investments in excess of caps on
credits; to amend and reenact sections 6-09-15, 10-04-05, 10-30.5-04, and 54-16-01,
subsection 1 of section 57-38-01.2, subsection 1 of section 57-38-71, and sections
57-38.5-01, 57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota
Century Code, relating to the authority of the Bank of North Dakota to invest funds,
cross-references affected by the repeal of the venture capital corporation law, the
authority of the North Dakota development fund to invest and manage funds,
emergency commission membership, and the seed capital investment tax credit; to
repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North Dakota Century
Code, relating to venture capital corporations, the Myron G. Nelson Fund, Incorporated,
and the centers of excellence program; to provide for state agency studies, reports {o
the legislative council, and legislative councit studies; to provide an effective date; and
to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 2607 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and
savings accounts up to ninety percent of the value of the certificates
and savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

(2) DESK, (3) COMM Page No. 1 HR-61-7220
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To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

To nonprofit organizations that are exempt from federal taxation
under section 501(c)(3) of the Internal Revenue Code [26 U.S.C.
501(c)(3)], the proceeds of the loans to be used for construction,
reconstruction, repair, renovation, maintenance, and associated costs
on property under the control of the parks and recreation department.

Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations
for the purpose of relending loan funds to rural businesses.

Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, andC, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

To instrumentalities of this state.
As otherwise provided by this chapter or other statutes.

If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279aa-14], as amended through December 31, 1996.

Purchase participation interests in lcans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

In conformity with policies of the industrial commission.

In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
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fund, incorporated, not to exceed five ten million dollars, for the
purpose of providing funds for investment in North Dakota alternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or morigage all
real and personal property, title to which has been acquired in any
manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2667 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and
savings accounts up to ninety percent of the value of the certificates
and savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first fien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranieed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

f. To individuals or bank holding companies for the purpose of

purchasing or refinancing the purchase of bank stock of a bank
located in the state.
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g. To nonprofit organizations that are exempt from federal taxation
under section 501(c)(3) of the Internal Revenue Code [26 U.S.C.
501(c)(3)], the proceeds of the loans to be used for construction,
reconstruction, repair, renovation, maintenance, and associated costs
on property under the control of the parks and recreation department.

h. Under Public Law No. 99-198 [99 Stat. 1534, 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations
for the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. if the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities fransaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279%aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial reguiatory agencies.

Invest its funds:

a. In conformity with policies of the industrial commission.

b. In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.
Lease, assign, exchange, transfer, convey, grant, pledge, or morigage all

real and personal property, title to which has been acquired in any
manner.
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Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform ali acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1.

Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

Securities issued by a building and loan assocciation subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as fo its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
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therein, or of the District of Columbia, or of the Dominion of Canada, or
any province thereof.

Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.

b. File an application, offering disclosure document, and pay a
nonrefundabie filing fee of one hundred fifty dollars, which document
and fee must accompany the application.

c. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of
approval. At least thirty days prior to the expiration date, there must be
filed an application, offering disclosure document, and a nonrefundable fee
of one hundred dollars for the renewal of the filing for additional periods of
one year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is
prime quality negotiable commercial paper which has at the time of
issuance a definite maturity of not exceeding nine months, is payable in
cash only, and is not convertible into and does not carry an option or right
to receive payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel mortgage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
morigaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any bond, note, or other evidence of debt issued by a holding corporation

or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
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equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.

Any security issued or guaranteed by Canada, any Canadian province,
any political subdivision of any such province, or any agency or corporate
or other instrumentality of one or more of the foregoing, or any other
foreign government with which the United States currently maintains
diplomatic relations, if the security is recognized as a valid obligation by
the issuer or guarantor. This exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise.

a. Any security, other than a security that is a federal covered security

pursuant to section 18(b){(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
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this chapter, listed or designated, or approved for listing or
designation upon notice of issuance on:

(1)  The New York stock exchange;
(2)  The American stock exchange;

(3) The national association of securities dealers automated
quotation national market system;

(4)  Tier | of the Philadelphia stock exchange;
(5) Tier | of the Pacific stock exchange;
(6) Chicago board options exchange; or

(7} Any other stock exchange or automated quotation system
which the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
substantially equal rank;

c. Any security called for by subscription rights or warrants so listed or
approved; or

d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
determines that it would be in the public interest.

45. 14. Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 26872009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may:

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

3. Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and
venture capital investments and early-stage capital funds. The corporation
may provide management services for the Bank's alternative and venture
capital investments and early-stage capital funds.

(Effective after July 31, 200% 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the
corporation may:

1. Cooperate and contract with any private or public entity.
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o 2. Receive appropriations from the legislative assembly and other public
. moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:

I_I.

"Board" means the state board of higher education.

A

"Center" means a center of excellence relating to_economic development
which has been designated or named under this chapter.

|

"Commission” means the centers of excellence commission.

|

"Foundation" means the North Dakota economic development foundation.

|

"Industry cluster” means one of the following industries:

Advanced manufacturing;

[

(=3

Energy:

Information and technology:

©

=

Tourism;

Value-added agriculture; or

|CD

[

An industry, including the aerospace industry. specifically identified

by the department of commerce as an industry that will contribute to
the gross state product.

Centers of excellence.

1, The board shall establish a centers of excellence program relating_ to
economic development. Through the program the commission shall make
funding award recommendations for commission-approved applications to
the board, the foundation, and the budget section of the legislative council.
A center must be an institution of higher education under the control of the
board or a nonprofit university-related or college-related foundation of an
institution of higher education under the control of the board. In order to
be considered for center designation, the institution of higher education or
nonprofit foundation must be working in partnership with the private sector.

In addition to_any center designated under this chapter, the North Dakota
state university center for technology enterprise and the university of North

Dakota center for innovation are centers.

A

A commission funding award recommendation must be for a specified
amount. Designation of a center occurs upon board. foundation, and
budget section approval of a commission funding award recommendation.
In_considering whether to designate a center. the board, foundation, and
. budget section may not modify the commission recommendation. The

budget section may not make a determination of whether to approve or
reject a commission funding award recommendation_until the emergency
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commission reviews the commission recommendation and makes_a
. recommendation to the budget section.

A center that receives funds distributed under this chapter is not qualified
to receive subsequent designations as a center until the biennium
following the center's most recent designation.

j

4. The board rules adopted under subsection 9 of section 15-10-17, relating
to ownership of intellectual property, inventions, and discoveries, must
address activities and issues unique to centers.

Centers of excellence commission. The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
members to serve on the commission and the board shall appoint three of the board's
members to serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three years. beginning July first: may be reappointed for
additional terms: and serves at the pleasure of the appointing entity. If a commission
member ceases to serve as _a member of the appointing entity, that member's
membership on the commission ceases immediately and the appointing entity shall
appoint a_new member for the remainder of the term. Terms of initial commission
members begin on the effective date of this Act_and must be staggered. On a
meeting-by-meeting_basis, an_appointing_entity may substitute a member of that
appointing_entity to serve in place of one of the regular members appointed by that
entity. If the commission chairman and vice chairman are not present at a meeting, the
commission members present at that meeting shall select a commission member to

. serve as chairman for that meeting. A commission member may receive compensation

and travel and expense reimbursement from the appointing entity. The board shall
provide the commission with appropriate staff services as may be requested by the
commission.

Application - Eligibility requirements.

1. The board shall provide center application forms, accept applications,
review applications for completeness and compliance with board policy,

and forward complete applications to the commission in accordance with
quidelines established by the commission.

o

The commission shall meet as necessary to review_all complete
applications; approve or disapprove complete applications; make funding
award recommendations for commission-approved proposed centers;
distribute funds to the centers: monitor centers for compliance with award
requirements; and review changes in assertions made in center

applications.

o

In considering whether to approve or disapprove an application, the
commission shall consider whether the center will:

a. Use university or college research to promote private sector job
growth and expansion of knowledge-based industries or use
university or college research to promote the development of new
products, high-tech companies, or skilled jobs in this state;

Create high-value private sector employment opportunities in this
state;

o2

Provide for public-private sector involvement and partnerships:
{2) DESK, (3} COMM Page No. 10 " HR-61-7220
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. d. Leverage other funding;

increase research and development activities that may involve
federal funding from the national science foundation experimental
program to stimulate competitive research;

|®

(bas

Foster and practice entrepreneurship;

g. Promote the commercialization of new products and services in
industry clusters;

=

Become financially seif-sustaining; and

Establish and meet a deadling for acquiring and expending all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1. A center shall use funds awarded under this chapter to enhance capacity;

enhance infrastructure; and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds

to supplant funding for current operations or gcademic instructions or to
pay indirect costs.

As a condition for receipt of funds under this chapter, a center shall agree
. to provide the board, foundation, and budget section of the legislative

council with annual audits on all funds distributed to the center under this
chapter. The annual audits must be provided until the completion of four
years following the final distribution of funds under this chapter.

N>

5

Before the commission distributes funds awarded under this chapter, the

center shall provide the commission with detailed documentation of private
sector participation and the availability of two dollars of matching funds for

each dollar of state funds to be distributed under this chapter. The
matching funds may include funds facilitated through the collaboration of
the private sector participants with other funding entities. The matching
funds may include a combination of cash and in-kind assets with itemized
value. Private sector participation may be established through equity
investments or through contracts for services with private sector entities.
In_making funding recommendations and designation determinations, the
commission, board, foundation, and budget section shall give major
consideration to the portion of the matching funds provided in cash by the

private sector.

4. |f, before funds are distributed by the commission, a center undergoes a
change in the terms of or assertions made in_its application, the

commission may withhold all or a portion of any undistributed funds
pending commission review of the changes.

SECTION 5. AMENDMENT. Section 54-16-01 of the North Dakota Century
. Code is amended and reenacted as follows:

54-16-01. Emergency commission - Members - Organization - Quorum -
Meetings. The emergency commission consists of the governor, the echairman
majority leaders of the senate and house of representatives of the legislative
eetrellassembly, the secretary of state, and the chairmen of the senate and house of
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representatives appropriations committees. If the chairman of an appropriations
committee ceases to be a member of the legislative assembly, the vice chairman of
that committee succeeds to that position on the commission. An appropriations
committee vice chairman may serve in the place of the appropriations committee
chairman as a member of the commission at the request of the appropriate
appropriations committee chairman, if the appropriations committee chairman is unable
to attend a commission meeting. Fhe—viee—ehairman—of-thelegistative—ecounett If a
majority leader ceases to be a member of the legislative assembly, the respective
house's assistant majority leader succeeds to that position on the commission. A
majority leader's assistant majority leader may serve as a member of the commission
in the place of the ehairman-oi-the-legistative-eounelt majority leader at the request of
the ehairman-otthetegistative-eouneil majority leader if that individuat majority leader is
serving on the commission in another capacity or is unable to attend a commission
meeting. Four members of the commission constitute a quorum. The governor is the
chairman and the secretary of state is the secretary of the commission. The
commission shall meet at the call of the chairman.

SECTION 6. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1. The office of management and budget shall establish and maintain_a
rocurement information web site_on the intemet. This procurement
nformation web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and
. institutions. Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to

assist in providing or maintaining the procurement information web site.

A state agency or institution may elect td use the procurement information
web site for the purchase of services and commaodities that are not subject
to the procurement requirements of this chapter, including:

N

a. Commodities and services exempted under section 54-44.4-02;

b. Public improvements under title 48;

¢c. Architect, engineer. construction management. and land surveying
services under chapter 54-44.7: and

d. Concessions under chapter 48-09.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

. 1.  The taxable income of an individual, estate, or trust as computed pursuant

to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:
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Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

Reduced by the amount of federal income tax liability, but not social
security and seli-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

(1)  Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. If separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicabie to estates
or trusts.

(2)  Reduced by three hundred dollars if the return filed is the return
of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that
the term "head of household" shall also include a "surviving
spouse” as defined by said code.

(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up fo a maximum of one thousand dollars, by the
amount of filing fees, attorney's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
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Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a
child who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused paortion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or
privilege taxes measured by income, to the extent that such taxes
were deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of
chapter 57-38.1, but only to the extent that the amount of net income
not allocated and apportioned to this state under the provisions of
that chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patrolmen's retirement system
authorized by chapter 39-03.1; provided, however, that the
adjustment provided in this subdivision shall be reduced by any
amount received pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces
of the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
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allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres {32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for
an individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings may not be
included. This statement must be filed along with the income tax
return. For the purposes of this subdivision, "beginning farmer”
means any person who is:

(1)  Aresident of this state.

(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

(4)  Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming
operation which the person wishes to begin through
satisfactory participation in the adult farm management
education program of the state board for career and technical
education or an equivalent program approved by the
agriculture commissioner.

(6) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand doliars.
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= m. Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision m |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is
imputed. In order for an individual, estate, or trust to qualify for this
reduction, the taxpayer must obtain a statement from the buyer
containing a list of the buyer's assets and debts and giving the
buyer's net worth, together with any other information required by the
state tax commissioner. The value placed on any real property
located in North Dakota and owned by the buyer shall be the amount
listed as the current market value on the most recent real estate tax
statement for that particular piece of property. In determining the net
worth of any person, including that person's dependents and spouse,
if any, the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings is not to be
included. This statement is to be filed along with the income tax
return. For the purposes of this subdivision, "beginning
businessman”, excluding beginning farmers as defined in subdivision
# |, means any person who is:

. (1) A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the
person initially commences business during the tax year for
which an adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4)  Adequately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(8)  The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand doliars.

e- n. Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution” means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies,
savings banks, building and loan associations, savings and loan

. companies or associations, and credit unions.
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# 0. Reduced by any amount, up to a maximum of five thousand doliars,
received as retirement benefits paid by the United States, a territory
or possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision | k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

5 p. HReduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to
investments by the qualified investment fund in obligations of the
United States, obligations of North Dakota or its political subdivisions,
and any other obligation the interest from which is exempt from state
income tax under federal statute or United States or North Dakota
constitutional provisions; provided the amount of the distribution
excluded under this subdivision is included in federal taxable income.

£ g. Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3.

= 1. Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision k j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income aiready excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military fraining,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the
adjustment is allocated and apportioned to North Dakota income.

SECTION 8. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as foliows:

1.  "Beginning entrepreneur’, excluding beginning farmers as defined in
subdivision m | of subsection 1 of section 57-38-01.2, means any person
who!

a. Is aresident of this state.
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. b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction will

be claimed under sections 57-38-71 through 57-38-74.

c. Intends to use any revenue-producing enterprise purchased or rented
for business purposes.

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person’s dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not
including the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings.

SECTION 9. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise
requires:

1. "Director” means the director of the department of commerce division of
. economic development and finance.

2. "New wealth” means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth" also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

3. "Passthrough entity” means a corporation that for the applicable tax year is
reated as an S corporation or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38.

|

"Primary sector business” means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not
include an agricultural commodity processing facility as defined under
section 57-38.6-01.

4- 5. "Qualified business" means:

a 4 a business other than a real estate_investment trust which is a
primary sector business that:

¢#3 a. Isincorporated or its satellite operation is incorporated as a for-profit
corporation or is a partnership, limited partnership, limited liability
. company, limited liability partnership, or joint venture;

2} b. Isin compliance with the requirements for filings with the securities
commissioner under the securities laws of this state;
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83 c¢. Has North Dakota residents as a majority of its employees in the

North Dakota principal office or the North Dakota satellite operation;
and

4 d. Has its principal office in this state and has the majority of its
business activity performed in this state, except sales activity, or has
a significant operation in North Dakota that has or is projected to

have more than ten employees or one hundred fifty thousand dollars
of sales annually; of

b Areorganizationthak
PP 4 it . tor i i

& Attracts—investmenis—le—build—and—ewr—a—valdveadded

subdivisiora and

e. Relies on innovation, research, or the development of new products
and processes in its plans for growth and profitability.

- 6. ‘"Taxpayer" means an individljal, estate, or trust or a corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 10. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Certification - Investment reporting by qualified businesses -
Maximum investments in_gualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for cerifying qualified businesses.For investments made after
December 31, 2004, the maximum aggregate amount of qualified investments a
qualified business may receive is limited to five hundred thousand dollars under this

chapter. The limitation on investments under this section may not be interpreted to
limit_additional investment by a taxpayer for which that taxpayer is not applying for a
credit.

SECTION 11. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitied to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
of the credit to which a taxpayer is entitied is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may cbtain a tax
credit under this section is not tess—than-five—thousand—dellars—and-net
more than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.
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. 2. In any taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

3. Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to four taxable
years after the taxable year in which the investment was made.

4, A parnership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a
partrership'spassthrough entity's investment in a qualified business must
be determined at the pasirership passthrough entity level. The amount of
the total credit determined at the partrershippassthrough entity level must
be allowed to the —Hirr irrdiv ; - ;
members in proportion to their respective interests in the

partrershippassthrough entity.

5. The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for af
least three years. Investments placed in escrow do not qualify for the
credit. :

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. A taxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitled to a credit under this section. A member of the immediate family
of a taxpayer disqualified by this subsection is not entitled to the credit
under this section. For purposes of this subsection, "immediate family”
means the taxpayer's spouse, parent, sibling, or child or the spouse of any
such person.

8. The tax commissioner may disallow any credit otherwise allowed under
this section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 12. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which ful-eensideratienfer the investment in the qualified
business was received by the qualified business.

SECTION 13. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:
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57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capital investment tax credit allowed for investments under this chapter
2602 is limited to two million five hundred thousand dollars for each calendar year. If
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 14. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:

Credit for investments made before 2005.An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit [imitation in effect before the

effective date of this Act is entitled to a credit against state income tax liability under
section 57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount

invested by the taxpayer in a gualified business subject to the following:

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two

hundred fifty thousand dollars.

2. In any taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which is attributable to investments made before
January 1, 2005.

3. Any amount of credit under this section not ailowed because of the

limitations in this section may be carried forward for up to five taxable
years after the taxable year in which the investment was made.

4. This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 15. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 16. REPEAL. Section 15-10-41 of the North Dakota Century Code
is repealed.

SECTION 17. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legisiative council shall study the state's business climate through a business climate
initiative.  The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state's business climate to stimulate job
growth and enhance economic prosperity for employers and employees by
encouraging the growth of existing businesses in the state, creating new businesses in
the state, and encouraging expansion or relocation of businesses to this state.. Each
business congress must receive a report on the activities of the focus group
discussions, shall identify methods to enhance the state's business climate to stimulate
job growth and enhance economic prosperity, shall identify methods to prepare the
state for the high-growth and high-demand jobs of the future, and shall evaluate the
impact of existing state economic development programs. The department of
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commerce shall organize the business climate focus groups and the business
congresses. Before each business congress, which must be held before June 1, 2006,
and before June 1, 2008, the department shall hold a minimum of six focus group
discussions, two of which specifically focus on local economic developers and four of
which specifically focus on private business needs. The department shalll consult with
the legislative council in compiling focus group and business congress participant
invitation lists and drafting and distributing invitations, establishing focus group and
business congress dates and locations, and preparing agendas for focus groups and
business congresses. The legislative council shall contract with a third party to provide
professional services to plan, facilitate, report on, and coordinate followup for the focus
groups and business congresses. The legislative council shall report its findings and
recommendations, together with any legislation required to implement the
recommendations, to the sixtieth and sixty-first legislative assemblies.

SECTION 18. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating
to venture and risk capital and whether and how some of these issues may be
negatively impacting business development in the state. The study must address how
to define venture and risk capital for purposes of the study; real and perceived issues
regarding gaps in the availability of venture and risk capital in the state; whether state
programs adequately address the venture and risk capital needs of businesses in the
state and whether these programs should be changed to increase availability to
venture and risk capital, including whether the partnership in assisting community
expansion program might be used as a model to address possible venture and risk
capital availability issues and whether the state could effectively play a role as
facilitator in improving access to venture and risk capital; how the state could assist in
creating an environment more conducive to attracting private venture and risk capital in
the state; and how other states have attempted to address venture and risk capital
concerns of businesses. The legislative council shall report its findings and
recommendations, fogether with any legislation required to implement the
recommendations, to the sixtieth legislative assembly.

SECTION 19. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that
could be made to improve the state's venture capital and early-stage capital investment
structure.

SECTION 20. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under
section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 21. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketplace. The
data must include information regarding issues that may result in barriers for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
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actions taken by other states to improve the availability and affordability of liability
insurance. Before July 1, 2006, the insurance commissioner shall report to the
legislative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state's laws and availability
of liability insurance more attractive to businesses in this state.

. on the travel and tourism industry, and must include information regarding successful

SECTION 22. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as -
catalysts for stimulating more efficient commercialization of new technologies. The
study must include roundtable discussions; include consideration of leveraging
research, capital, and entrepreneurs; include consideration of successful actions taken
by other states to increase technology commercialization; and focus on approaches
that are specifically tailored to the state's unique circumstances. The board may
contract with a third party to conduct the study. Before July 1, 20086, the chancelior of
the North Dakota university system shall report to the legislative council the outcome of
the study and identify proposed legislative changes necessary to implement any
recommendations to stimulate technology commercialization in this state.

SECTION 23. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shall consult with

. the department of transportation and the department shall cooperate in the study. The
study must include consideration of how te improve the ioad-carrying limits of the
state’s highways and associated costs and benefits; consideration of what
enhancements must be made to the state’s highways to allow load limits to be raised to
more efficiently move goods to market and associated costs and benefits; exploration
of the phenomenon of the decline of freight service by ralil, including the prospects for
offering incentives to rail providers to expand the availability of rail for transportation of
goods to market and the associated costs and benefits; recommendations on how to
enhance the state's transportation infrastructure; whether it is feasible to identify and
assist airports that are specially situated in order to assist in economic development;
and an analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2008, the upper great
plains transportation institute shall report to the legislative council the outcome of the
study and identify proposed legislative changes necessary to implement any
recommended changes to the state's transportation infrastructure.

SECTION 24. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the intermnet under section 6 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center.

. SECTION 25. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shall conduct a study of the corporate taxing

system and tax incentives to stimulate business. The study must include consideration

of gaps in tax incentives, include consideration of successful actions taken by other

(2) DESK, {3) COMM Page No. 23 HR-51-7220




REPORT OF STANDING COMMITTEE (410) Module No: HR-61-7220

April 4, 2005 5:40 p.m. Carrier: Carlson
Insert LC: 50180.0411 Title: .0600

that are specifically tailored to the state's unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and
identify proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate.

. states ta improve their tax environment for doing business, and focus on approaches

SECTION 26. EFFECTIVE DATE - EXPIRATION DATE. Sections 9 through
13 of this Act are effective for taxable years beginning after December 31, 2004.
Section 15 of this Act becomes effective on August 1, 2007. Sections 2, 7, and 8 of
this Act are effective for taxable years beginning after December 31, 2008. Section 10
of this Act is effective for a business certified as a qualified business after
December 31, 2004. Section 14 of this Act is effective for taxable year 2004 and is
thereafter ineffective, except any unused credit may be carried forward as provided in
section 13 of this Act. Section 4 of this Act is effective through July 31, 2011, and after
that date is ineffective.”

Renumber accordingly
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. Conference Committee members include Senators Grindberg, Holmberg, Robinson,
Representatives Carlson, Skarphol and Glassheim.
Senator Grindberg opened the conference committee discussion on SB 2032 with roll call.
Representative Carlson discussed SB 2032 indicating it was a business congress bill, the
financial had been removed from this bill and sent to SB 2018. He reviewed the various sections
of the bill discussing the venture capital which stayed the same as did the bill to page 8, Section 3
changed date, Section 4, the Centers of Excellence which was rewritten.
Senator Grindberg indicated he had the Council do a comparison of the House and Senate
versions which he distributed. He asked Representative Carlson to touch the high points.
Representative Carlson indicated two sections were rolled into one, the Commission consists
of six members; the Commerce Department foundation will appoint three members and the

Board of Higher Education shall appoint three members of the board to serve on the commission.
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Section two indicates the award must be for a specified amount dependent on board approval
which may not be modified otherwise it is rejected and starts the process over. The budget
section may not make a recommendation to approve or reject commission funding or board
recommendation until the emergency commission reviews the recommendations and makes a
recommendation to the budget section. He stated in order to be considered for a center
designation, the institution of Higher Ed or the nonprofit foundation must be working in
partnership with the private sector. There were also concerns about the money and who could
apply or re apply or could all money go to one project. The language in section 3 indicates that
once funds are approved they may not be qualified to received subsequent designations until the
following biennium.

Senator Holmberg indicated when he read Section 3 he kept coming to the word designation
and are you not really saying they are not going to receive subsequent funding as a Center. Does
it preclude them from getting money the next time around? It precludes them from being
designated another Center. Perhaps one of the legal people can look at that. The response is that
you can’t get a second round of grant money in the same biennium,

Representative Carlson indicted if someone is going to apply for a Center, they must get an
application from the board of higher ed, complete it, return it for review for completeness, then it
goes to the Centers of Excellence Commission; they meet and approve or reject it and make a
funding recommendation and then have the authority to distribute funds to the Centers, they then
monitor for compliance and review changes and assertions in the Centers applications. In
considering wither to approve or disapprove the application, the commission shall consider the

Center. They must use college research to promote private sector job growth and expansion of
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knowledge based industries or use college research to promote the development of new products,
high tech companies and skilled jobs in this state. They must provide for high sector
employment opportunities, provide for public private sector involvement and partnerships and
ability to leverage other funding, increase research and development activities that may involve
federal funding from the national science (EPSCORE) money, stimulate competitive research,
foster and practice entrepreneur ship, promote commercialization of new products and services
and industry clusters, become financially self sustaining and establish and meet deadlines for
acquiring and expending all public and private funds specified in the application. As a condition
of the funds, the Centers shall provide the board annual audits on all funds distributed under this
chapter and must be provided until four years following the final distribution of funds.

Senator Grindberg reviewed page 9, subsection 4, for the Centers of Excellence, questioned the
discussion about how this plays with the federal bydole act and current IP royalty with research
going on.

Representative Skarphol indicated in discussing this with the Lt. Governor, the concern was
where does the ownership lie. Is there ownership on the part of the University System if one of
these Centers becomes extremely successful and there are significant profits. What is the
connection. It was indicated a board policy has been established and council would have to
address whether this has been properly established. Allen Knutson indicated there is federal law
that typically the inventor gets 1/3, the University gets 1/3 and the Center gets 1/3.

Representative Carlson asked if there is any benefit to the state if anything comes of this and if

that issue has been address.
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Senator Robinson questioned page and 10 and 11 on the use and distribution of funds. The
1ssue of incorporating a cap into the language. Without the cap, there is a concern we could be
looking at one or two projects.

Representative Carlson indicated that had been discussed and Representative Glassheim is very
familiar with what is going on at UND. We did not put the cap on, but are open to discuss that.
Representative Glassheim indicated that the committee hoped that the extensive structure of
veto going from commission to board and finally from foundation to budget section would
prevent the commission from giving funds to only one or two places. We felt it may be
self-adminsitering.

Senator Holmberg indicated if there is not a cap written in here, we need to be sure there is not
a cap in our minds and the budget section all of a sudden says that is too much. We want to be
clear to the entities that we don’t have an internal cap. The record needs to clearly state there is
no cap.

Senator Robinson indicated that is a good point and there is a bigger picture, we need to be
very carefully what we do.

Representative Skarphol indicated he saw both sides of the issue. He had a conversation with
his local college and explained that not everyone will get this at their university this biennium but
this is the first biennium of two or three biennium. Those projects that have merit will get

funded and if a project has really strong merit and needs a $7-$8 million dollar contribution to

stay strong I would hope the support would be there.
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Representative Carlson indicated the procurement web site is in the bill and the seep cap of
investment tax credits stayed the same with the addition of one amendment and the rest are
studies.

Senator Grindberg closed the conference committee discussion on SB 2003.
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Senator Grindberg opened the conference committee on SB 2032 with roll call. He distributed
amendment .0413 which caps the Centers of Excellence at $4 million. There was discussion on
“in kind” on page 11 of .0411 and the process of being sure the in kind assets are appropriate.
The next item was the clarification of intellectual property and whether the language would be
reviewed. There was also discussion of the matching funds on page 10 and whether the “in
kind” was private or public and that in kind be realistic value.

Senator Grindberg closed the conference committee on SB 2032,
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Minutes: Sen. Grindberg, (Conference Committee, Chair) opened the meeting.

. Jennifer Clark, Legislative Council appeared to provide information on section 4 of the 0600
version of SB 2032 relating to intellectual property. Ms. Clark spoke to a previous questions
regarding what the ownership of intellectual property. Ms. Clark stated that her understanding of
what that means is that the state board of higher education rule adopted regarding intellectual
property needs to be revisited to specifically address how they may treat the centers of excellence
the same or differently. So it would direct Higher Ed to revisit their policies responsive to center
of excellence, I do not think it conflicts. A copy of the University system rules is attached with it
is 15-10-17.

Rep. Skarpol (4000): Does it address private ownership?

Ms. Clark: Not specifically, you might need to revisit that.

Rep. Skarpol: My concern is that are we addressing potential profits?
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Ms. Clark: The direction is to revisit your policies left to the University system not share
profits. We haven’t given them the directive.

Sen. Grindberg: Under federal law, they can’t receive it all. It is generally a 1/3 to universities,
1/3 inventor 1/3 to the foundation.

Rep. Carlson: My concern is that same rules apply to research apply to university, we wanted to
make sure we covered intellectual property. If there is more things that come into play we will
need to address them.

Sen. Grindberg: It is extremely complex, my concern was to make sure that we didn’t have
something in state statute that created a situation where we couldn’t come to an agreement on a
center of excellence.

Rep. Skarpol: My concern is that it will not let the private sector profit.

Sen. Grindberg (4725): If an inventor comes to a public university saying they have an idea can
we partner. He will retain the royalties and the rights and IP and negotiate with the university.
Federally sponsored research is a whole different world, gets complex.

Ms. Clark: If you are looking for a conclusion here, this may not provide the outcome of how
that property will be treated, make sure you address it in the front end so they know what they are
getting into.

Sen. Grindberg adjourned the meeting.
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Senator Grindberg opened the conference committee on SB 2032 with roll call. He indicated
we resolved the in kind private match issue, the IP issue, and emergency commission makeup
change, leaving Section 25, the study for the corporate and business tax incentive issue, the $4
million dollar cap on the Centers of Excellence and the technical issues by Mr. Fong on who
makes designations and funding awards..

Cory Fong, Department of Commerce, followed up on conversation regarding the language in
the Center of Excellence piece in SB 2032. Regarding subsection 3 page 9, the point was the
Centers of excellence that receive funds under this chapter were not qualified subsequent
designatio at the Center until the biennium following the most recent designation. It is not
designations we are getting at it is funding. These could conceivably be applications for new
centers within a biennium. He distributed amendments that would change that reference to

designations to funding awards. The other piece was raised by Sandy Paulson at OMB during the
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House subcommittees work on the bill, they made it very clear that the Commission was going to
authorize funds, but not distribute, OMB would draw the funds from the bank and they would
pay and distribute. Those also need to be corrected, page 10, subsection 2, line 3 should be
removed; on page 10, subsection 3, under use of funds, the sentence should include before the
commission recommends.

There was discussion over the suggested changes and a few clarification questions.

Senator Grindberg indicated we would let this digest for now and reconfirm later. The

conference committee closed.
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Minutes:Sen. Grindberg, (Conference Commll:tee Chalr) opened the mee
PLEASE NOTE THAT SB 2018 AND SB 2032 WILL BE DONE SIDE BY SIDE.
Roll was taken, all members were present.
Sen. Grindberg: I have 4 things noted, and then we will go through the things we have agreed
too. Isense that we will complete our work here. Fist thing is to clarify some discussion with
M. Fong on the technical word smithing.
Rep. Carlson: 1 think that should be in SB 2032.
Sen. Grindberg: Okay, lets move into SB 2032.
PLEASE NOTE THAT THE COMMITTEE WILL BE GOING BACK AND FORTH
BETWEEN SB 2018 AND 2032.
SENATE BILIL 2032
Corey Fong, Commerce Depart: What Sen. Grindberg is getting at are the amendments that [

had suggested concerning the process in SB 2032 for designating centers or funding multiple
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times during a biennium. I will take you to the latest amendment draft on SB 2032, number
0413, Please go to page 9 of that version, subsection 3.

Mr. Fong went on to explain subsection three, A center that receives funds distributed under this
chapter is not qualified to receive subsequent designations as a center until the biennium
following the center’s most recent designation. I looked at the language again last night and have
a new suggestion that would read as follows; “A center that receives funds designated and
awarded funds distributed under this chapter is not qualified to receive subsequent designations
as a center until the biennium following the center’s most recent funding awards” Mr. Fong
passed out his proposed amendments to clarify his statements, see attached.

Rep. Skarpol (3127): My prospective is that if, an entity is designated as a center and is
extremely successful and wants to expand. It would ask for a subsequent designation, they will
not be able to receive that until the following biennium.

Rep. Glassheim (3234): My understanding is that, I though what we were trying to do is... You
are designated a center, you can’t get any more money than what you were approved for in that
biennium. Its going well, then in the next biennium, you come back for another funding award,
but not for another designation as another center. You are already a center, you could get
expansion money for that center based on a new application. That's how I understand that.
Allen Knutson (3318): It seems that that would be appropriate.

Rep. Carlson: In my opinion the original language is fine.

Sen. Holmberg: Why don’t we have you state for the record exactly what the intention is.

Rep. Skarpol: What Rep. Glassheim said, sums up our feelings.
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Mr. Fong: The next piece of this amendment would be to insure that OMB is distributing those
funds reverses the commission. Page 13, line 31, section 2. OMB will based on the decision of
the commission will distribute those fund. Page 15, line 1 “requests the office of management
and budget to distribute” that again would insure that OMB is distributing funds and the
recommendation or authorization of the commission.
Sen. Grindberg: Does that make everything copathatic?
Mr. Knutson: OMB is the one that distributes the funds, so it seems somewhat appropriate.
Make sure that the commission is in control.
Rep. Skarpol (3695): Idon’t have a problem with that, there are two places that it says
“distribute funds” so Allan make sure it gets taken care of.
Mr. Fong: The amendment you have for you is for the latest engrossment of the bill.
Sen. Grindberg instructed the committee to go back to SB 2018.

SENATE BILL 2018
Sen. Grindberg: We have 3 issues left to go over in SB 2018. One I would like to talk about is
this work share program. I would like to propose the same amendments with 2 changes be made.
(1) Instead of “up to five pilots” to only one pilot (2) the $40,000 fiscal request that $20,000
come from the states general fund, and the other $20,000 from the company who is selected for
the pilot.
Sen. Holmberg moved, seconded by Rep. Carlson.
Rep. Carlson: I have had some concerns about the shared work since it came through. It would

be job service’s intention that if it would be a positive or negative employer that they would
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request some funding from them to participate in the program. When you submitted your
amendments 1 was OK.

Rep. Skarpol: Does that still remove wind and hydrogen?

Sen. Grindberg: That would be the intent.

Voice vote was taken, motion passed.

Sen. Grindberg: Next item, Rep. Carlson has an @endment on 5 million.

Rep. Carlson, proposed amendment number .0226.

Allan from LC explained the bill stating that with the current bill OMB has the authority to
borrow up to $15 million from the bank. This amendment allows them to borrow an additional
$5 million equaling $20 million dollars available for centers of excellence grants for the next
biernium. The additional $5 million could only be borrowed upon the emergency commission
budget section approval and only if all funding provided by the 59th legislative assembly has
been obligated. OMB shall request funding from the 60th legislative assembly to repay any loans
in this section.

Rep. Carlson moved 0226, seconded by Sen. Holmberg.

Rep. Skarpol: 1 support it as long as its not in addition for a cap.

Sen. Grindberg: That is my opinion.

Rep. Glassheim: [s this payback differently from the first $15 million?

Sen. Grindberg: Yes.

Voice Vote was taken, motion passed.

Rep. Skarpol, proposed amendment stating that there is a minimum of $50,000 grant from the

funds appropriated development grants line item in section 3, the must be available to rule
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development council for matching funds. [Rep. Skarpol read through extremely fast, please see
attached for detail]. There is potential of federal dollars that would need a match. It provides
funding in the even that there is USDA funding money available next biennium.
Rep. Skarpol moved the amendment, seconded by Rep. Carlson.
Mr. Knutson: Ithink there is a possible technical problem here, the economic development
grant line item is $125,000. That was to provide $100,000 for life sciences and $25,000 for wind
hydrogen. You have taken out wind hydrogen so that leaves $100,000 in.
Rep. Skarpol: we are adding $50,000 back in.
Rep. Glassheim: what is the source of the $50,000
Sen. Grinberg: We have removed the $25,000 in Hydrogen, we added $20,000 for work share,
and $50,000 so this number should be $170,000 rather than $175,000.
Voice Vote taken, motion passed.
Mr. Knutson: In the Industrial Commission conference committee there was $200,000 added
for to provide to the trade office for the mill and elevator, if that money is provided to the trade
office we will have to appropriate to dispend those funds once it is received.
Rep. Carlson: That is only available if the get the match.

SENATE BILL 2032
Sen. Grinberg: The only other thing I have is to remove section 25, which is that study.
Rep. Carlson: We will make a hole new set.. We are still working off of 411 version?

Sen. Grinberg adjourned the meeting.
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Senator Grindberg opened the conference committee on SB 2032 with roll call and distribution
of amendment .0414.

Allen Knutson discussed the changes that are noted in amendment .04 14.

Senator Robinson moved to further amend .0414 by removing Section 10, Senator Glassheim
seconded, a roll call vote was taken resulting in 2 yes, 4 no and the motion failed.

Discussion about other aspects of the bill and amendment.

Representative Glassheim moved that $325,000 from the oil tax fund be put into the tourism
budget, Representative Skarphol seconded. There was no further discussion. A roll call vote was
taken resulting in 3 yes and 3 no. The motion failed.

Senator Robinson moved review and approval of Section 22, Representative Skarphol seconded.

A voice vote was taken ad the motion carried.
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Senator Holmberg moved a do pass as amended to SB 2032. Representative Carlson

seconded. No discussion was made. A roll call vote was taken resulting in 6 yes. The

motion carried.

Senator Grindberg closed the conference committee on SB 2032.




PROPOSED AMENDMENTS TO
REENGROSSED SENATE BILL NO. 2032

Page 13, line 1, replace “receives” with “is designated and awarded” and remove
“distributed”

Page 13, line 2, replace “designations as a center” with “funding awards”

Page 13, line 3, replace “designation” with “funding award”
Page 13, line 31, remove “distribute funds to”
Page 14, line 1, remove “the centers;”

Page 15, line 1, replace “distributes” with “requests the office of management
and budget to distribute”

Renumber accordingly
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PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2032

That the House recede from its amendments as printed on pages 1323-1341 of the Senate
Journal and pages 1585-1603 of the House Journal that Reengrossed Senate Bill No. 2032 be
amended as follows:

Page 1, line 1, after "A BiLL" replace the remainder of the bill with “for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
program, an office of management and budget procurement information program, and
'seed capital investment tax credit treatment of investments in excess of caps on credits;
to amend and reenact sections 6-09-15, 10-04-05, 10-30.5-04, and 54-16-01,
subsection 1 of section 57-38-01.2, subsection 1 of section 57-38-71, and sections
57-38.5-01, 57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota
Century Code, relating to the authority of the Bank of North Dakota to invest funds,
cross-references affected by the repeal of the venture capital corporation law, the
authority of the North Dakota development fund to invest and manage funds,
emergency commission membership, and the seed capital investment tax credit; to
repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North Dakota Century
Code, relating to venture capital corporations, the Myron G. Nelson Fund, Incorporated,
and the centers of excellence program; to provide for state agency studies, reponts to
the legislative council, and legislative council studies; to provide an effective date; and
to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective thfough July 31, 2607 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or institﬁtions, orany -
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the ceruflcates and
savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.
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£ To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state. .

g. To nonprofit organizations that are exempt from federal taxation under
section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)}3)],
the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.

h.  Under Public Law No. 99-198 [39 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B,andC, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

j.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financia! services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

c. In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
fund, incorporated, not to exceed five ten million dollars, for the
purpose of providing funds for investment in North Dakota alternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
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10.

under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the

state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

* Acquire real or personal property or property rights by purchase, lease, or

the exercise of the right of eminent domain and may construct, remode!
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily tmphed
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property driginated by
financial institutions.

(Effective after July 31, 2867 2009) Powers. The Bank of North Dakota may:

1.

Make purchase, or hold loans:

a. To state or federally chartered lending agencies or |nst|tut|ons, orany
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and savings
accounts up to ninety percent of the value of the certificates and
savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the vailue of the security.

d. Thatare insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.

f.  Toindividuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
" located in the state.

g. To nonprofit organizations that are exempt from federal taxation under
~ section 501(c)(3) of the Internal Revenue Code [26 U.S.C. 501(c)(3)],
~ the proceeds of the loans to be used for construction, reconstruction,
repair, renovation, maintenance, and associated costs on property
under the control of the parks and recreation department.
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h. Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations for
the purpose of relending loan funds to rural businesses.

i, Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subpants F and R; and part 1955, subparts A, B, and C, as :
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

ji.  Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. if the Bank is participating in the loan and the Bank deems it isinthe
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state. :

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act {Pub. L. 100-233; 101 Stat. 1686; 12 u.s.C.
2279aa-2279aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:
a. In conformity with policies of the industrial commission.

b. Ina public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any manner.

Acquire real or personal property or. property rights by purchase, iease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform al! acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.
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10. Purchase mortgage loans on residential real property originated by
financial institutions.

SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
Code is amended and reenacted as foliows: ' .

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1. Securities issued or guaranteed by the United States of America, or by any
state, territory, or insular possession thereof, or by any political subdivision
of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental

~ industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision
by an agency of the state of North Dakota.

4, Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a raifroad or
other public service utility, if the corporation or limited liability company is
subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or any
province thereof.

5. Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.
b. Filean application, offering disclosure document, and pay a

nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.
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11,

12.

c. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of approval.
At least thirty days prior to the expiration date, there must be filed an
application, offering disclosure document, and a nonrefundable fee of one
hundred dollars for the renewal of the filing for additional periods of one
year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out -
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is prime
quality negotiable commercial paper which has at the time of issuance a
definite maturity of not exceeding nine months, is payable in cash only, and
is not convertible into and does not carry an option or right to receive
payment or any bonus in any other security.

Securities, other than common stock, providing for a fixed return, which

‘have been outstanding and in the hands of the public for not less than five

years and upon which no default has occurred during the five years ne
preceding the date of sale. :

Securities, including patronage- dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel morigage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.

Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par vaiue
of the bonds, notes, or other evidences of debts secured thereby.

The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker. '
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(1)
)
(3)

(4)
()
(6)
(7)

Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, or any agency or corporate or
other instrumentality of one or more of the foregoing, or any other foreign
government with which the United States currently maintains diplomatic
relations, if the security is recognized as a valid obligation by the issuer or
guarantor. This exemption does not include any security payable solely
from revenues to be received from a nongovernmental industrial or
commercial enterprise.

44-13. a. Any security, other than a security that is a federal covered security
" pursuant to section 18(b)(1) of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or designation
upon notice of issuance on:

The New York stock exchange;
The American stock exchange;

The national association of securities dealers automated
quotation national market system;

Tier | of the Philadelphia stock exchainge;
Tier | of the Pacific stock exchange;
Chicago board optibns exchange; or

Any other stock exchange or automated quotatioh system which
the commissioner approves by rule; :

b. Any other security of the same issuer which is of senior or
. substantially equal rank;

C. Any security called for by subscription rights or warrants so listed or
approved; or
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d. Any warrant or right to purchase or subscribe to any of the foregoing.

The commissioner may withdraw this exemption by order as to any
L exchange or system, or any particular security, if the commissioner
. determines that it would be in the public interest. '

45. 14. Securities issued by the North Dakota education association dues credit

trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 2607 2009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may:

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

3.  Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and venture
capital investments and early-stage capital funds. The corporation may
provide management setrvices for the Bank's alternative and venture capital

investments and early-stage capital funds.

(Effective after July 31, 2007 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the

. corporation may:
_ , 1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:
- "Board" means the state board of higher education.

|_n
.

2. “Center" means a center of excellence retating to economic development
which has been designated or named under this chapter.

3. "Commission" means the centers of excellence commission.

4. "Foundation® means the North Dakota economic development foundaﬁon.

5. "Industry cluster" means one of the foflowing industries:
a. Advanced manufacturing:
b. Energy:

. c. Information and technoloay;

Tourism;
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rry

e. Value-added agriculture; or

f. Anindustry, including the aerospace industry, specifically identified by

the department of commerce as an industry that will contribute to the
gross state product.

Centers of excellence.

1. _The board shall establish a centers of excellence program relating to
economic development. Through the program the commission shali make
funding award recommendations for commission-approved applications to

the board, the foundation, and the budget section of the legislative councii.
A center must be an institution of higher education under the control of the
board or a nonprofit university-related or college-related foundation of an
institution of higher education under the control of the board. In order to be
considered for center designation, the institution of higher education or
nonprofit foundation must be working in parinership with the private sector.
In addition to any center designated under this chapter. the North Dakota

state university center for technology enterprise and the university of North

Dakota center for innovation are centers.

A commission funding award recommendation must be for g specified

amount, not to exceed four million dollars. Designation of a center occurs
upon board, foundation, and budget section approval of a commission
funding award recommendation. In considering whether to designate a
center, the board, foundation, and budget section may not modify the
commission recommendation. The budget section may not make a
determination of whether to approve or reject a commission funding award

recommendation until the emergency commission reviews the commission

recommendation and makes a recommendation to the budget section.

A center that receives funds distributed under this chapter is not qualified to

receive subsequent designations as a center until the biennium followmg
the center's most recent designation.

4. The board rules adopted under subsection 9 of section 15-10-17, relating
to ownership of intellectual property, inventions, and discoveries, must
address activities and issues unique to centers.

Centers of excellence commission. The centers of excellence commission

consists of six members. The foundation shall appoint three of the foundation's
members 1o serve on the commission and the board shalt appoint three of the board's

members to serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission

shall serve for a term of three years, beginning July first; may be reappointed for
additional terms; and serves at the pleasure of the appointing entity. I a commission
member ceases to serve as & member of the appointing entity, that member's
membership on the commission ceases immediately and the appointing entity shall
appoint a new member for the remainder of the term. Terms of initial commission
members begin on the effective date of this Act and must be staggered. Ona
meeting-by-meeting basis, an appointing entity may substitute 2 member of that
appointing entity to serve in place of one of the reqular members appointed by that
entity. If the commission chairman and vice chairman are not present at a meeting, the

N

joo

-commission members present at that meeting shall select a commission member to

serve as chairman for that meeting. A commission member may receive compensation

and travel and expense reimbursement from the appointing entity. The board shall

Drovidga the commission with appropriate staff services as may be requested by the
commission. . :

Application - Eligibility requirements.

Page No 9 ' 50180.0413




i. The board shall provide center application forms, accept applications,
review applications for completeness and compliance with board policy,

and forward complete applications to the commission in accordance with
guidelines established by the commission.

2. The commission shall meet as necessary 1o review all complete
applications; approve or disapprove complete applications; make funding
award recommendations for commission-approved proposed centers:

distribute funds 1o the centers: monitor centers for compliance with award
requirements: and review changes in assertions made in center

‘applications.

3. Inconsidering whether to approve or disapprove an application, the
commission shall consider whether the center will:

A e e e e e s

a. Use university or college research to promote private sector job
growth and expansion of knowledge-based industries or use university
or college research to promote the development ‘of new products,
high-tech companies, or skilled jobs in this state:

b. Create high-value private sector employment opportunities in this
state:

¢. Provide for public-private sector involvement and partnerships;

d. Leverage other funding;

e, Increase research and development activities that may involve federal
funding from the national science foundation experimental program to
stimulate competitive research:

f.  Foster and practice entrepreneurship;

g. Promote the commercialization of new products and services in
industry clusters:

- h. Bécome financially self-sustaining; and

i. [Establish and meet a deadline for acquiring and expending all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1. A center shall use funds awa'rde'd under this chapter to enhance capacity;

enhance infrastructure; and leverage state, federal. and private sources of
funding. A center awarded funds under this chapter may not use the funds

to supplant funding for current operations or academic instructions or to
pay indirect costs.

o

As a condition for receipt of funds under this chapter, a center shall agree

1o provide the board, foundation, and budget section of the legisiative
council with annual audits on all funds distributed to the center under this
chapter. The annual audits must be provided until the completion of four
years following the final distribution of funds under this chapter.

joo

Before the commission distributes funds awarded under this chapter, the
center shall provide the commission with detailed documentation of private
sector participation and the availability of two dollars of matching funds for
each dollar of state funds to be distributed under this chapter. The
matching funds may include funds facilitated through the collaboration of -
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the private sector participants with other funding entities. The maiching
funds may include a combination of cash and in-kind assets with itemized
value. Private sector participation may be established through equity

investments or through contracts for services with private sector entities.
. In making funding recommendations and designation determinations, the

commission, board, foundation, and budget section shall give major

consideration to the portion of the matchm funds provided in cash by the

private sector.

4. I, before funds are distributed by the commission, a center undergoes a

change in the terms of or assertions made in its application, the
commission may withhold all or a portion of any undistributed funds

pending commission review of the changes.

SECTION 5. AMENDMENT, Section 54-16-01 of the North Dakota Century
Code is amended and reenacted as follows:

54-16-01. Emergency commission - Members - Organization - Quorum -
Meetings. The emergency commission consists of the governor, the ekairman majority
leaders of the senate and house of representatives of the legislative eeureit assembly,
the secretary of state, and the chairmen of the senate and house of representatives
appropriations committees. If the chairman of an appropriations committee ceases to
be a member of the legislative assembly, the vice chairman of that committee succeeds
to that position on the commission. An appropriations committee vice chairman may
serve in the place of the appropriations committee chairman as a member of the
commission at the request of the appropriate appropriations committee chairman, if the
appropriations committee chairman is unable to attend a commission meeting. +he

vice-ehairman-of-theJlegislative-eeuneil If a majority leader ceases to be a member of
: the legislative assembly, the resgectwe house's assistant majority leader succeeds to
. that position on the commission. A ma;orsu leader's assistant majority leader may

serve as a member of the commission in the place of the ehairman-ef-thedegisiative
coeunrelt majority leader at the request of the ehairman-ef-thelegislative-eounedt majority
leader if that individuad majority leader is serving on the commission in another capacity
or is unable to attend a commission meeting. Four members of the commission
constitute a quorum. The governor is the chairman and the secretary of state is the
secretary of the commission. The commission shall meet at the call of the chairman.

SECTION 6. A new section to chap{er 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

1. The office of management and budget shall establish and maintain a
procurement information web site on the internet. This procurement

information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and
institutions. Notwithstanding section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall

provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in

accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
assist in providing or maintaining the procurement information web site,

A state agency or institution may elect to use the procurement information
web site for the purchase of services and commeodities that are not subject

1o the procurement requirements of this chapter, including:

AR
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d.

Commodities and services exempted under section 54-44.4-02:

Public improvements under title 48;

Architect, engineer, construction management, and land surveying

services under chapter 54-44.7; and

" Concessions under chapter 48-09.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

1. The taxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States internal Revenue Code of 1954, as
amended, shall be: _ :

a.

Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return. )

Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxabie year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of aliowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible exceptin the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

(1)  Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. If separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicable to estates
or trusts. ‘

~(2) Reduced by three hundred dollars if the return filed is the return

of a *head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that the
term "head of household® shall also include a "surviving
spouse* as defined by said code.
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(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.

(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorney's fees, and travel costs incurred
in connection with an adoption and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evaluating the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a child
who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by only
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not

“apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or privilege
taxes measured by income, to the extent that such taxes were
deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of chapter
57-38.1, but only to the extent that the amount of net income not
allocated and apportioned to this state under the provisions of that
chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

f . Reduced by any amount, up to a maximum of five thousand dollars,

received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patrolmen's retirement system
authorized by chapter 39-03.1; provided, however, that the adjustment
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provided in this subdivision shall be reduced by any amount received
pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for-
attending periodic training meetings for drill and instruction as a
member of the national guard or of a reserve unit of the armed forces
of the United States, However, persons serving in the armed forces of

~ the United States, except field grade and general officers, who are

stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location. '

Reduced by any amount, up to a maximum of five thousand doliars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof; _
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares) of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for an
individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full vaiue on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including fumiture, appliances, musical instruments,
clothing, and other personal belongings may not be included. This
statement must be filed along with the income tax return. For the
pltxjrpgses of this subdivision, "beginning farmer" means any person
who is:

(1) Aresident of this state.

(2) Receiving more than one-half of that person's gross annual
income from farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision. :

(3) Intending to use any farmland to be purchaséd or rented for
agricultural purposes.

(4) Excfept for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming
operation which the person wishes to begin through satisfactory
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participation in the adult farm management education program
of the state board for career and technical education or an
equivalent program approved by the agriculture commissioner.

(5) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand dollars.

Reduced by the amount of interest received during that taxable year

~ on a contract on the sale of any land, buildings, improvements, and

equipment associated with the fand, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision # |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is imputed.
In order for an individual, estate, or trust to qualify for this reduction,
the taxpayer must obtain a statement from the buyer containing a list

. of the buyer's assets and debts and giving the buyer's net worth,

together with any other information required by the state tax
commissioner. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the
current market value on the most recent real estate tax statement for
that particular piece of property. In determining the net worth of any
person, including that person's dependents and spouse, if any, the
value of their equity in their principal residence, the value of one
personal or family motor vehicle, and the vaiue of their household
goods, including furniture, appliances, musical instruments, clothing,
and other personal belongings is not to be included. This statement is
to be filed along with the income tax return. For the purposes of this
subdivision, "beginning businessman", excluding beginning farmers as
defined in subdivision m |, means any person who is:

(1} A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the person
initially commences business during the tax year for which an
adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4) Adequately trained, by experience or education, in the fype of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars

- received by any person or six hundred dollars if a joint return is filed,

as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution® means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and trust companies, -
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.
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Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory or
possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision | k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act. .

Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to investments
by the qualified investment fund in obligations of the United States,
obligations of North Dakota or its political subdivisions, and any other
obligation the interest from which is exempt from state income tax

- under federal statute or United States or North Dakota constitutional

provisions; provided the amount of the distribution excluded under this
subdivision is included in federal taxable income.

Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment to
North Dakota under chapter 57-35.3.

Reduced by the amount received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision ¥ j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions :
authorized under law shall be aliowed only to the extent that the adjustment
is allocated and apportioned to North Dakota income.

SECTION 8. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows: :

1. "Beginning entrepreneur”, excluding beginning farmers as defined in
. subdivision m | of subsection 1 of section 57-38-01.2, means any person

who:

a.

Is a resident of this state.
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b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initiaily
commences business during the tax year for which a deduction will be
claimed under sections 57-38-71 through 57-38-74.

c. Intends to use any revenue-producing enterprise purchased or rented
for business purposes. : :

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand doliars, not
including the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
‘household goods, including furniture, appliances, musical instruments,
clothing, and other personal belongings.

SECTION 9. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context othei'wise

requires:

1.

|~

"Director” means the director of the department of commerce division of
economic development and finance.

"New wealth" means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth" also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

“Passthrough entity* means a corporation that for the applicable tax year is
treated as an S corporation or a general partnership, limited partnership,
limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38.

“Primary sector business" means a qualified business that through the
employment of knowledge or !abor adds value to a product, process, or
service and which results in the creation of new wealth but does not include

an agricultural commodity processing facility as defined under section
57-38.6-01. _

“Qualified business* means:

& A abusiness other than a real estate investment trust which is a
primary sector business that:

a. Isincorporated or its satellite operation is incorporated as a for-profit
corporation or is a partnership, limited partnership, limited liability
company, limited liability partnership, or joint venture;

b. Isin compliance with the requirements for filings with the securities
commissioner under the securities laws of this state;

¢. Has North Dakota residents as a majority of its employees in the

::éth Dakota principal office or the North Dakota satellite operation;

Page No. 17 50180.0413



&) d. Hasits principal office in this state and has the majority of its business
activity performed in this state, except sales activity, or has a
significant operation in North Dakota that has or is projected to have
more than ten employees or one hundred fifty thousand dollars of
sales annually; eFf

e. - Relies on innovation, research, or the development of new products
and processes in its plans for growth and profitability.

5. 6. ‘“Taxpayer' means an individual, estate, or trust or a corporation or
passthrough entity. The term does not include & real estate investment
trust. ' '

SECTION 10. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows: ' _

57-38.5-02. Certification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a

_business that has requested to become a qualified business meets the requirements of

subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for certifying qualified businesses. For investments made after

December 31, 2004. the maximum aggregate amount of qualified investments a

qualified business may receive is limited to five hundred thousand dollars under this

chapter. The limitation on investments under this section may not be interpreted to {imit
additional investment by a taxpayer for which that taxpayer is not applying for a credit.

SECTION 11. AMENDMENT. Section 57-38.5-03 of the North Dakota Gentury
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30. or 57-38-30.3. The amount
of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1. The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not fess-tharfive-thousand-dellars-and-net more
than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

2. Inany taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxabie year.

3. Any amount of credit under this section not allowed because of the

limitations in this section may be carried forward for up to four taxable
years after the taxable year in which the investment was made.
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4. A partnership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit aliowed with respect to a
partrership's passthrough entity's investment in a qualified business must
be determined at the partrership passthrough entity level. The amount of
the total credit determined at the aa-Ftnerehtp passthrough entity level must
be allowed to the
members in proportlon to therr respective rnterests in the aeﬂ-aefshtp

passthrough enti

- 5. The investment must be at risk in the business. An investment for which a -
credit is received under this section must remain in the business for at least

three years. Investments placed in escrow do not gualify for the credit.

6. The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

7. Ataxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitled to a credit under this section. A member of the immediate family of
a taxpayer disqualified by this subsection is not entitled to the credit under
this section. For purposes of this subsection, “immediate family” means
the taxpayer's spouse, parent sibling, or child or the spouse of any such
person.

8. The tax commissioner may disallow any credit otherwise allowed under this
section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner. The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 12. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which ful-eensiderationdor the investment in the qualified
business was received by the qualified business.

SECTION 13. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capltal mvestment tax credrt aIIowed for rnvestments under this chapter

IS Irmrted to two mrllron trve hundred thousand dollars for each catendar year. lf
investments in qualified businesses reported to the commissioner under section
'57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as.determined from the forms filed under section 57-38.5-07.

SECTION 14. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:
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Credit for investments made before 2005. An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two million five hundred thousand dollar credit limitation in effect before the effective

date of this Act is entitled to a credit against state income tax liability under section

57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount invested by the

taxpayer in a qualified business subject to the following: :

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two

hundred fifty thousand dollars.

2. Inany taxable year, a taxpayer may claim no more than ong-fourth of the
credit under this section which is attributable to investments made before

January 1, 2005.

3. Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to five taxable years
after the taxable vear in which the investment was made.

4. This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 15. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed. '

SECTION 16. REPEAL. Section 15-10-41 of the North Dakota Century Code is
repealed.

SECTION 17. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legistative council shall study the state's business climate through a business climate
initiative. The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
previous legisiative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state's business climate to stimulate job -
growth and enhance economic prosperity for employers and employees by encouraging
the growth of existing businesses in the state, creating new businesses in the state, and
encouraging expansion or relocation of businesses to this state. Each business
congress must receive a report on the activities of the focus group discussions, shall
identify methods to enhance the state's business climate to stimulate job growth and
enhance economic prosperity, shall identify methods to prepare the state for the
high-growth and high-demand jobs of the future, and shall evaluate the impact of
existing state economic development programs. The department of commerce shall
organize the business climate focus groups and the business congresses. Before each
business congress, which must be heid before June 1, 2006, and before June 1, 2008,
the department shall hold a minimum of six focus group discussions, two of which
specifically focus on local economic developers and four of which specifically focus on
private business needs. The department shall consult with the legislative council in
compiling focus group and business congress participant invitation lists and drafting and
distributing invitations, establishing focus group and business congress dates and
locations, and preparing agendas for focus groups and business congresses. The
legislative council shall contract with a third party to provide professional services to
plan, facilitate, report on, and coordinate followup for the focus groups and business
congresses. The legislative council shall report its findings and recommendations,
together with any legisiation required to implement the recommendations, to the sixtieth
and sixty-first legislative assemblies. o

SECTION 18. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating to
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venture and risk capital and whether and how some of these issues may be negatively
impacting business development in the state. The study must address how to define
venture and risk capital for purposes of the study; real and perceived issues regarding
gaps in the availability of venture and risk capital in the state; whether state programs
adequately address the venture and risk capital needs of businesses in the state and
whether these programs should be changed to increase availability to venture and risk
capital, including whether the partnership in assisting community expansion program
might be used as a model to address possible venture and risk capital availability issues
and whether the state could effectively play a role as facilitator in improving access to
venture and risk capital; how the state could assist in creating an environment more
conducive to attracting private venture and risk capital in the state; and how other states
have attempted to address venture and risk capital concerns of businesses. The
legislative council shall report its findings and recommendations, together with any
legislation required to implement the recommendations, to the sixtieth legislative
assembly.

SECTION 19. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL.. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that could
be made to improve the state's venture capital and early-stage capital investment
structure. ‘

SECTION 20. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the state board of higher education and the
centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include
information regarding approved and rejected applications; funding; private sector
participation; accomplishments of each center of excellence, including information
regarding how each center of excellence is meeting, or will meet, the criteria under .
section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 21. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketplace. The
data must include information regarding issues that may result in barriers for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
on the travel and tourism industry, and must include information regarding successful
actions taken by other states to improve the availability and affordability of liability
insurance. Before July 1, 2006, the insurance commissioner shall report to the
legislative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state's laws and availability
of liability insurance more attractive to businesses in this state.

SECTION 22. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as catalysts
for stimulating more efficient commercialization of new technologies. The study must
include roundtable discussions; include consideration of leveraging research, capital,
and entrepreneurs; include consideration of successful actions taken by other states to
increase technology commercialization; and focus on approaches that are specifically
tailored to the state's unique circumstances. The board may contract with a third party -
to conduct the study. Before July 1, 2006, the chancellor of the North Dakota university
system shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate technology commercialization in this state.
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SECTION 23. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state’s competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shall consult with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the state's
highways and associated costs and benefits; consideration of what enhancements must
be made to the state's highways to allow load limits to be raised to more efficiently

- move goods to market and associated costs and benefits; exploration of the

phenomenon of the decline of freight service by ralil, including the prospects for offering
incentives to rail providers to expand the availability of rail for transportation of goods to
market and the associated costs and benefits; recommendations on how to enhance
the state's transportation infrastructure; whether it is feasible to identify and assist
airports that are specially situated in order to assist in economic development; and an
analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 20086, the upper great plains
transportation institute shall report to the legislative council the outcome of the study

- and identify proposed legis!ative changes necessary to implement any recommended

changes to the state's transportation infrastructure.

SECTION 24. PROCUREMENT ASSISTANCE STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 6 of this Act; perform a

* study on the most effective manner in which to provide for a procurement assistance

center: and report to the legistative council on the outcome of the procurement
assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center.

SECTION 25. TAX STUDY - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the tax commissioner shail conduct a study of the corporate taxing
system and tax incentives to stimulate business. The study must include consideration
of gaps in tax incentives, include consideration of successiul actions taken by other
states to improve their tax environment for doing business, and focus on approaches
that are specifically tailored to the state’s unique circumstances. The tax commissioner
may contract with a third party to conduct the study. Before July 1, 2006, the tax
commissioner shall report to the legislative council the outcome of the study and identify
proposed legislative changes necessary to implement any recommendations to
stimulate the state's business climate. ,

SECTION 26. EFFECTIVE DATE - EXPIRATION DATE. Sections 9 through
13 of this Act are effective for taxable years beginning after December 31, 2004.
Section 15 of this Act becomes effective on August 1, 2007. Sections 2, 7, and 8 of this

- Act are effective for taxable years beginning after December 31, 2008. Section 10 of

this Act is effective for a business certified as a qualified business after December 31,
2004. Section 14 of this Act is effective for taxable year 2004 and is thereafter
ineffective, except any unused credit may be carried forward as provided in section 13
of this Act. Section 4 of this Act is effective through July 31, 2011, and after that date is

“ineffective."

- Renumber accofdingly
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REPORT OF CONFERENCE COMMITTEE
SB 2032, as reengrossed: Your conference committee (Sens. Grindberg, Heitkamp,
Robinson and Reps. Carlson, Skarphol, Glassheim) recommends that the HOUSE
RECEDE from the House amendments on SJ pages 1585-1603, adopt amendments
as follows, and place SB 2032 on the Seventh order:

That the House recede from its amendments as printed on pages 1323-1341 of the Senate
Journal and pages 1585-1603 of the House Journal and that Reengrossed Senate Bill
No. 2032 be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new chapter to title 15, a new section to chapter 54-44.4, and a new section to
chapter 57-38.5 of the North Dakota Century Code, relating to a centers of excellence
program, an office of management and budget procurement information program, and
seed capital investment tax credit treatment of investments in excess of caps on
credits; to amend and reenact sections 6-09-15, 10-04-05, 10-30.5-04, and 54-16-01,
subsection 1 of section 57-38-01.2, subsection 1 of section 57-38-71, and sections
57-38.5-01, 57-38.5-02, 57-38.5-03, 57-38.5-04, and 57-38.5-05 of the North Dakota
Century Code, relating to the authority of the Bank of North Dakota to invest funds,
cross-references affected by the repeal of the venture capital corporation law, the
authority of the North Dakota development fund to invest and manage funds,
emergency commission membership, and the seed capital investment tax credit; to
repeal chapters 10-30.1 and 10-30.2 and section 15-10-41 of the North Dakota Century
Code, relating to venture capital corporations, the Myron G. Nelson Fund, Incorporated,
and the centers of excellence program; to provide for state agency studies, reports to
the legistative council, and legislative council studies; to provide an effective date; and
to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-09-15 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-15. (Effective through July 31, 280% 2009) Powers. The Bank of North
Dakota may:

1. Make, purchase, guarantee, or hold loans:

a. To state or federally chartered lending agencies or instituticns, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and
savings accounts up to ninety percent of the value of the certificates
and savings accounts offered as security.

c. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans

made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
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added to the principal amount of the debt and thereafter accumulate
interest.

To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

To nonprofit organizations that are exempt from federal taxation
under section 501(c}(3) of the Internal Revenue Code [26 U.S.C.
501(c)(3)], the proceeds of the loans to be used for construction,
reconstruction, repair, renovation, maintenance, and associated costs
on property under the control of the parks and recreation department.

Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations
for the purpose of relending loan funds to rurai businesses.

Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
community development projects in rural areas.

Obtained as security pledged for or originated in the restructuring of
any other loan properly originated or participated in by the Bank.

To instrumentalities of this state.
As otherwise provided by this chapter or other statutes.

If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chariered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

in conformity with policies of the industrial commission.

In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.
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c. In North Dakota alternative and venture capital investments and
early-stage capital funds including the North Dakota development
fund, incorporated, not to exceed five ten million dollars, for the
purpose of providing funds for investment in North Dakota aiternative
and venture capital investments and early-stage capital funds. The
Bank may allow for third-party management of the funds invested
under this subdivision if the management is provided by North Dakota
development fund, incorporated, or a third party that is located in the
state and that has demonstrated fund management experience.

Buy and sell federal funds.

Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any
manner.

Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

Receive deposits from any source and deposit its funds in any bank or
other financial institution.

Perform all acts and do all things necessary, convenient, advisabie, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

Purchase mortgage loans on residential real property originated by
financial institutions.

(Effective after July 31, 2007 2009) Powers. The Bank of North Dakota may:

1.

Make, purchase, or hold loans:

a. To state or federally chartered lending agencies or institutions, or any
other financial institutions.

b. To holders of Bank of North Dakota certificates of deposit and
savings accounts up to ninety percent of the value of the certificates
and savings accounts offered as security.

¢. To actual farmers who are residents of this state, if the loans are
secured by recorded mortgages giving the Bank of North Dakota a
first lien on real estate in North Dakota in amounts not to exceed
eighty percent of the value of the security.

d. That are insured or guaranteed in whole or in part by the United
States, its agencies, or instrumentalities.

e. That are eligible to be guaranteed under chapter 15-62.1. Loans
made pursuant to this subdivision may provide for interest that
remains unpaid at the end of any period specified in the loan to be
added to the principal amount of the debt and thereafter accumulate
interest.
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f.  To individuals or bank holding companies for the purpose of
purchasing or refinancing the purchase of bank stock of a bank
located in the state.

g. To nonprofit organizations that are exempt from federal taxation
under section 501(c)(3} of the Internal Revenue Code [26 U.S.C.
501(c)(3)], the proceeds of the loans to be used for construction,
reconstruction, repair, renovation, maintenance, and associated costs
on property under the control of the parks and recreation department.

h.  Under Public Law No. 99-198 [99 Stat. 1534; 7 U.S.C. 1932 et seq.],
as amended through December 31, 1996, to nonprofit corporations
for the purpose of relending loan funds to rural businesses,

i.  Under title 7, Code of Federal Regulations, part 1948, subpart C; part
1951, subparts F and R; and part 1955, subparts A, B, and C, as
amended through December 31, 1996, to finance businesses and
cammunity development projects in rural areas.

j-  Obtained as security pledged for or originated in the restructuring of

any other loan properly originated or participated in by the Bank.
k. To instrumentalities of this state.
I.  As otherwise provided by this chapter or other statutes.

m. If the Bank is participating in the loan and the Bank deems it is in the
best interests of the Bank to do so, it may purchase the remaining
portion of the loan from a participating lender that is closed by
regulatory action, or from the receiver of the participating lender's
assets.

n. To an investment company created for completing a trust preferred
securities transaction for the benefit of a financial institution located in
this state.

Make agricultural real estate loans in order to participate in the agricultural
mortgage secondary market program established pursuant to the
Agricultural Credit Act [Pub. L. 100-233; 101 Stat. 1686; 12 U.S.C.
2279aa-2279%aa-14], as amended through December 31, 1996.

Purchase participation interests in loans made or held by banks, bank
holding companies, state or federally chartered lending agencies or
institutions, any other financial institutions, or any other entity that provides
financial services and that meets underwriting standards that are generally
accepted by state or federal financial regulatory agencies.

Invest its funds:

a. In conformity with policies of the industrial commission.

b. In a public venture capital corporation organized and doing business
in this state through the purchase of shares of stock.

Buy and sell federal funds.

Page No. 4 SR-75-8550




REPORT OF CONFERENCE COMMITTEE (420) Module No: SR-75-8550
April 22, 20605 12:56 p.m.
Insert LC: 50180.0414

6. Lease, assign, exchange, transfer, convey, grant, pledge, or mortgage all
real and personal property, title to which has been acquired in any
manner.

7. Acquire real or personal property or property rights by purchase, lease, or
the exercise of the right of eminent domain and may construct, remodel,
and repair buildings.

8. Receive deposits from any source and deposit its funds in any bank or
other financial institution.

9. Perform all acts and do all things necessary, convenient, advisable, or
desirable to carry out the powers expressly granted or necessarily implied
in this chapter through or by means of its president, officers, agents, or
employees or by contracts with any person, firm, or corporation.

10. Purchase mortigage loans on residential real property originated by
financial institutions.

SECTION 2. AMENDMENT. Section 10-04-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-04-05. Exempt securities. Sections 10-04-04, 10-04-07, 10-04-07.1,
10-04-08, and 10-04-08.4 do not apply to any of the following securities:

1.  Securities issued or guaranteed by the United States of America, or by any
. state, territory, or insular possession thereof, or by any political subdivision
. of any such state, territory, or insular possession, or by the District of
Columbia, or by any public agency or instrumentality of one or more of any
of the foregoing, or payable from assessments for improvements or
revenues of publicly owned utilities therein; or a certificate of deposit for
any of the foregoing, but this exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise unless the security is insured or
unconditionally guaranteed by, or the revenues are derived from, a person
whose securities are exempt from registration under this section.

2. Securities issued by and representing an interest in or a debt of, or
guaranteed by, a national bank or a national bank and trust company or
bank or credit or loan or savings association or savings and loan
association or credit union organized pursuant to an Act of Congress and
supervised by the United States, or any agency thereof, or issued or
guaranteed as to both principal and interest by an international bank of
which the United States is a member, or issued by and representing an
interest in or a debt of, or guaranteed by, a state bank, trust company,
savings bank, savings institution, or credit union organized and supervised
under the laws of any state, and securities of any person subject to
examination by the commissioner of financial institutions of North Dakota.

3. Securities issued by a building and loan association subject to supervision
by an agency of the state of North Dakota, or policy contracts, including
variable annuity contracts, of an insurance company subject to supervision

. by an agency of the state of North Dakota.

4. Securities issued or guaranteed as to principal, interest, or dividends by a
corporation or limited liability company owning or operating a railroad or
other public service utility, if the corporation or limited liability company is
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subject to regulation or supervision either as to its rates and charges or as
to the issue of its securities by a public service commission, or by a board,
body, or official having like powers, of the United States or of any state,
territory, or insular possession thereof, or of any municipality located
therein, or of the District of Columbia, or of the Dominion of Canada, or
any province thereof.

Any security issued by any person organized and operated not for private
profit but exclusively for religious, educational, benevolent, fraternal,
charitable, social, or reformatory purposes; provided that prior to any offer
of such security each person must meet the following conditions:

a. Apply for and obtain the written approval of the commissioner.

b. File an application, offering disclosure document, and pay a
nonrefundable filing fee of one hundred fifty dollars, which document
and fee must accompany the application.

c. File a notice identifying the basis of its qualification under this
exemption with such additional information as the commissioner may
require.

d. Provide a copy of the offering disclosure document to each person to
whom an offer to sell or sale is made.

The approval is effective for a period of one year from the date of
approval. At least thirty days prior to the expiration date, there must be
filed an application, offering disclosure document, and a nonrefundable fee
of one hundred dollars for the renewal of the filing for additional periods of
one year.

Any note, draft, bill of exchange, or bankers' acceptance which arises out
of a current transaction or the proceeds of which have been or are to be
used for current transactions, is not the subject of a public offering, is
prime quality negotiable commercial paper which has at the time of
issuance a definite maturity of not exceeding nine months, is payable in
cash only, and is not convertible into and does not carry an option or right
to receive payment or any bonus in any ather security.

Securities, other than common stock, providing for a fixed return, which
have been outstanding and in the hands of the public for not less than five
years and upon which no default has occurred during the five years next
preceding the date of sale.

Securities, including patronage dividends or refunds, issued by any
cooperative organized under the statutes of this state.

Any equipment security based on a chattel mortgage, lease, or agreement
for the conditional sale of cars, motive power, or other rolling stock
mortgaged, leased, sold to, or furnished for the use of a railroad or other
public service utility corporation or limited liability company, and any
equipment security when the ownership of or title to such equipment is
pledged or retained in accordance with the provisions of the laws of the
United States or of any state thereof, or of the Dominion of Canada, to
secure the payments of such equipment security whether it be an
equipment trust certificate, bond, or note.
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10.  Any bond, note, or other evidence of debt issued by a holding corporation
or limited liability company and secured by collateral consisting of any of
the securities described in subsections 4 and 9, if the collateral securities
equal in fair value at least one hundred twenty-five percent of the par value
of the bonds, notes, or other evidences of debts secured thereby.

11.  The execution of orders for purchase of securities by a registered dealer
provided such dealer acts as agent for the purchaser, has made no
solicitation of the order to purchase such securities, has no direct material
interest in the sale or distribution of the securities ordered, receives no
commission, profit, or other compensation other than the commissions
involved in the purchase and sale of the securities and delivery to the
purchaser of written confirmation of the order which clearly itemizes the
commissions paid to the registered dealer. Clear and complete records of
all transactions exempted under this subsection shall be maintained by the
registered dealer or broker.

12.

+3: Any security issued or guaranteed by Canada, any Canadian province,
any political subdivision of any such province, or any agency or corporate
or other instrumentality of one or more of the foregoing, or any other
foreign government with which the United States currently maintains
diplomatic relations, if the security is recognized as a valid obligation by
. the issuer or guarantor. This exemption does not include any security
payable solely from revenues to be received from a nongovernmental
industrial or commercial enterprise.
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a. Any security, other than a security that is a federal covered security
pursuant to secticn 18(b)(1} of the Securities Act of 1933 and
therefore not subject to any filing or registration requirements under
this chapter, listed or designated, or approved for listing or
designation upon notice of issuance on:
(1} The New York stock exchange;
{2} The American stock exchange;

(3) The national association of securities dealers automated
quotation national market system;

(4)  Tier | of the Philadelphia stock exchange;
(8)  Tier | of the Pacific stock exchange;
{6) Chicago board options exchange; or

(7) Any other stock exchange or automated quotation system
which the commissioner approves by rule;

b. Any other security of the same issuer which is of senior or
substantially equal rank;

c. Any security called for by subscription rights or warrants so listed or
approved; or

d. Any warrant or right to purchase or subscribe to any of the foregoing.
The commissioner may withdraw this exemption by order as to any
exchange or system, or any particular security, if the commissioner
determines that it would be in the public interest.

Securities issued by the North Dakota education association dues credit
trust to members of the North Dakota education association.

SECTION 3. AMENDMENT. Section 10-30.5-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-30.5-04. (Effective through July 31, 20072009) Powers. The corporation
must be organized as a nonprofit corporation. In addition to the powers in chapter
10-33, the corporation may:

1.

2.

Cooperate and contract with any private or public entity.

Receive appropriations from the legistative assembly and other public
moneys as well as contributions from other private or public contributors.

Borrow funds not to exceed five ten million dollars from the Bank of North
Dakota for the purpose of investing in North Dakota alternative and
venture capital investments and early-stage capital funds. The corporation
may provide management services for the Bank's alternative and venture
capital investments and early-stage capital funds.
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(Effective after July 31, 2007 2009) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the
corporation may:

1.

2.

Cooperate and contract with any private or public entity.

Receive appropriations from the. legislative assembly and other public
moneys as well as contributions from other private or public contributors.

SECTION 4. A new chapter to title 15 of the North Dakota Century Code is
created and enacted as follows:

Definitions. In this chapter, unless the context otherwise requires:

|_L

P

Rl

|

"Board" means the state board of higher education.

"Center" means a center of excellence relating to economic development
which has been designated or named under this chapter.

"Commission” means the centers of excellence commission.

"Foundation" means the North Dakota economic development foundation.

"Industry cluster" means one of the following industries:

a. Advanced manufacturing;
b. Energy;

¢. Information and technology:;
d. Tourism;

e. Value-added agriculture: or

[

An industry, including the aerospace industry, specifically identified
by the depariment of commerce as an industry that will contribute to
the gross state product.

Centers of excellence.

1.

N

The board shall establish a centers of excellence program relating to
economic development. Through the program the commission shall make

funding award recommendations for commissicon-approved applications to
the board, the foundation, and the budget section of the legislative council.
A center must be an institution of higher education under the control of the
board or a nonprofit university-related or college-related foundation of an
institution of higher education under the control of the board. In order to
be considered for center designation, the institution of higher education or
nonprofit foundation must be working in partnership with the private sector.
In_addition to any center designated under this chapter, the North Dakota
state university center for technology enterprise and the university of North
Dakota center for innovation are centers.

A commission funding award recommendation must be for a specified
amount. Designation of a center occurs upon board, foundation, and
budget section approval of a commission funding award recommendation.
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In considering whether to designate a center, the board. foundation, and
budget section may not modify the commission recommendation. The
budget section may not make a determination of whether to approve or
reject a commission funding award recommendation until the emergency
commission reviews the commission recommendation and makes a
recommendation to the budget section.

|

A center that receives funds distributed under this chapter is not qualified
fo receive subsequent designations as a center untili the biennium

following the center's most recent designation.

4. The board rules adopted under subsection 9 of section 15-10-17, relating
to ownership of intellectual property, inventions, and discoveries, must
address activities and issues unique to centers.

Centers of excellence commission. The centers of excellence commission
consists of six members. The foundation shall appoint three of the foundation's
members to serve on the commission and the board shall appoint three of the board's
members to serve on the commission. The commission members shall designate a
chairman and a vice chairman of the commission. Each member of the commission
shall serve for a term of three years, beginning July first; may be reappointed for
additional terms; and serves at the pleasure of the appointing entity. If a commission
member ceases to serve_as a member of the appointing entity, that member's
membership on the commission ceases immediately and the appointing entity shall
appoint a new member for the remainder of the term. Terms of initial commission
members begin on the effective date of this Act and must be staggered. On a
meeting-by-meeting basis, an appointing entity may substitute a member of that
appointing_entity to serve in place of one of the reqular members appointed by that
entity. _If the commission chairman and vice chairman are not present at a meeting, the
commission members present at that meeting shall select a commission member to
serve as chairman for that meeting. A commission member may receive compensation
and travel and expense reimbursement from the appointing entity. The board shall
provide the commission_with appropriate staff services as may be requested by the
commission.

Application - Eligibility requirements.

1. The board shall provide center application forms. accept applications,
review applications for completeness and compliance with board policy,
and forward complete applications to the commission in accordance with
guidelines established by the commission.

2. The commission shall meet as necessary to review all complete

applications: approve or disapprove complete applications; make funding
award recommendations for commission-approved proposed centers:
direct the office of management and budget to distribute funds to the

centers; monitor _centers for compliance with award requirements; and

review changes in assertions made in center applications.

In_considering whether to approve or disapprove an application, the
commission shall consider whether the center will;

e

a. Use university or coliege research to promote private sector job
growth and expansion of knowledge-based industries or use
university or_college research to promote the development of new

products, high-tech companies. or skilled jobs_in this state;
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b. Create high-value private sector employment opportunities in this
state;

c. Provide for public-private sector involvement and partnerships;

d. Leverage other funding;

e. Increase research and development activities that may involve

federal funding from the national science foundation experimental
program to stimulate competitive research;

Foster and practice entrepreneurship:

[

g. Promote the commercialization of new products and services in
industry clusters;

d

Become financially self-sustaining: and

Establish and meet a deadline for acquiring and expending all public
and private funds specified in the application.

Use of funds - Terms of funds - Distribution of funds.

1

N

|

b

A center shall use funds awarded under this chapter to enhance capacity;
enhance infrastructure; and leverage state, federal, and private sources of
funding. A center awarded funds under this chapter may not use the funds
fo supplant funding for current operations or academic instructions or to
pay indirect costs.

As a condition for receipt of funds under this chapter, a center shall agree
to_provide the board. foundation, and budget section of the leqislative

council with annual audits on all funds distributed to the center under this
chapter. The annual audits must be provided until the completion of four
years following the final distribution of funds under this chapter.

Before the commission directs the office of management and budget to
distribute funds awarded under this chapter, the center shall provide the
commission with detailed documentation of private sector participation and
the availability of two dollars of matching funds for each dollar of state
funds to be distributed under this chapter. The matching funds may
include funds facilitated through the collaboration of the private sector
paricipants with other funding entities. The matching funds may include a
combination of cash and in-kind assets with itemized value. Private sector

participation may be established through eguity investments or through
contracts for services with private sector entities.  In making funding
recommendations and designation determinations. the commission, board.,
foundation._and budget section shall give major consideration to the
portion of the maiching funds provided in cash by the private sector.

If, before funds are distributed by the office of management and budgst, a
center undergoes a change_in the terms of or assertions made in its
application, the commission may direct that the office of management and
budget withhold ali or a portion of any undisiributed funds pending

commission review of the changes.

SECTION 5. AMENDMENT. Section 54-16-01 of the North Dakota Century
Code is amended and reenacted as follows:
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. 54-16-01. Emergency commission - Members - Organization - Quorum -
Meetings. The emergency commission consists of the governor, the ehairan
majority leaders of the senate and house of representatives of the legislative
eouncHtassembly, the secretary of state, and the chairmen of the senate and house of
representatives appropriations committees. If the chairman of an appropriations
commitice ceases to be a member of the legislative assembly, the vice chairman of
that committee succeeds to that posmon on the commission. An appropriations
committee vice chairman may serve in the place of the appropriations committee
chairman as a member of the commission at the request of the appropriate
appropriations committee chairman, if the appropriations committee chairman is unable
to attend a commission meeting. Fhe—vice-chairman—othelegislative—eeunelt |If a
maijority leader ceases to be a member of the legislative assembly, the respective
house's assistant majority leader succeeds to that position on_the commission. A
majority leader's assistant majority leader may serve as a member of the commission
in the place of the ehairman-oi-the-legislative-eeunell majority leader at the request of
the ehaﬁﬁaﬁ-ei—the-legrslahve-eeuneﬂ majority leader if that irehividuat majority leader is
serving on the commission in another capacity or is unable to attend a commission
meeting. Four members of the commission constitute a quorum. The governor is the
chairman and the secretary of state is the secretary of the commission. The
commission shall meet at the call of the chairman.

SECTION 6. A new section to chapter 54-44.4 of the North Dakota Century
Code is created and enacted as follows:

Procurement information - Web site.

. 1. The office of management_and budget shall establish and maintain a
procurement information web site on the internet. This procurement
information web site must provide current information regarding North
Dakota government procurement opportunities in order to inform potential
vendors of the commodities and services sought by state agencies and
institutions.  Notwithstanding_section 54-44.4-09, for each purchase of
services or commodities over the amount established for small purchases,
the office of management and budget and every purchasing agency shall
provide procurement information on the web site. The time period and
manner of providing procurement information on the web site must be in
accordance with rules adopted by the office of management and budget.
The office of management and budget may contract with a third party to
assist in providing or maintaining the procurement information web site.

P

A state agency or institution may elect to use the procurement information
web site for the purchase of services and commaodities that are not subject
to the procurement requirements of this chapter. including:

a. Commodities and services exempted under section 54-44.4-02;
b. Public improvements under title 48;
c. Architect, engineer, construction management, and land_surveying

services under chapter 54-44.7: and

Concessions under chapier 48-09.

!D.

SECTION 7. AMENDMENT. Subsection 1 of section 57-38-01.2 of the North
Dakota Century Code is amended and reenacted as follows:

(2) DESK, {2) COMM Page No. 12 SR-75-8550




REPORT OF CONFERENCE COMMITTEE (420) Module No: SR-75-8550
April 22, 2005 12:56 p.m.

{2) DESK, (2) COMM

Insert LC: 50180.0414

The taxable income of an individual, estate, or trust as computed pursuant
to the provisions of the United States Internal Revenue Code of 1954, as
amended, shall be:

a.

Reduced by any interest received from obligations of the United
States that is included in taxable income or in the computation thereof
on the federal return.

Reduced by any other income included in the taxable income, or in
the computation thereof, on the federal return which is exempt from
taxation by this state because of the provisions of the Constitution of
North Dakota or the Constitution of the United States.

Reduced by the amount of federal income tax liability, but not social
security and self-employment taxes, as computed under chapter 1 of
the Internal Revenue Code of 1954, as amended, for the same
taxable year for which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which becomes a
part of the North Dakota taxable income. Provided, that no
adjustment to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable income made
under the cost recovery provisions of subdivision b of subsection 5 of
section 57-38-01. However, such federal income tax liability must be
reduced by all credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax, and income
taxes of foreign countries. Federal income taxes for prior periods
assessed against the taxpayer by reason of audit or other adjustment
by the internal revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in which income so
taxed was reported or reportable or in which an adjustment was
required but only after an adjustment is made by or with the office of
the state tax commissioner. A refund of federal income tax must be
reported and included in North Dakota taxable income in the year in
which the tax was originally deducted.

(1) Reduced by three hundred dollars if the return filed is a joint
return by husband and wife. [f separate returns are filed by
husband and wife, no deduction can be taken under this
subdivision. This subdivision shall not be applicable to estates
or trusts.

(2) Reduced by three hundred dollars if the return filed is the return
of a "head of household" as defined by the United States
Internal Revenue Code of 1954, as amended; provided, that
the term "head of household” shall aiso include a "surviving
spouse” as defined by said code.

(3) Reduced by seven hundred fifty dollars for each adopted child
who is under the age of twenty-one years and who is either
irreversibly mentally retarded or, on the basis of the annual
findings of a licensed physician, is blind or disabled as
determined pursuant to the provisions of title XVI of the United
States Social Security Act, provided the return filed is the return
of the parent of an adopted child and such child qualifies as a
dependent of such parent for federal income tax purposes.
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(4) Reduced, up to a maximum of one thousand dollars, by the
amount of filing fees, attorney’s fees, and travel costs incurred
in connection with an adopticn and by the actual costs paid to a
licensed child-placing agency in making the adoptive study and
in supervising and evalualing the adoptive placement.
Provided, however, that the reduction allowed under this
paragraph shall apply only to such adoption expenses of a
child who qualifies under the provisions of paragraph 3.

(5) Reduced by one thousand seven hundred fifty dollars for each
child under the age of twenty-one years adopted by the
taxpayer. The reduction under this paragraph may be claimed
only by an adoptive parent of an adopted child and the child
must qualify as a dependent of the adoptive parent for federal
income tax purposes. The reduction may be claimed by oniy
one spouse, for spouses filing separately under this chapter.
The reduction provided by this paragraph may be claimed for
the taxable year in which the adoption becomes final and any
unused portion of the reduction may be carried forward by the
taxpayer for up to five taxable years. The reduction does not
apply to the adoption of children of the taxpayer's spouse.

Reduced by the actual amount of the medical expenses that were
incurred but not allowed on the federal return by reason of the federal
medical deduction limitation.

Increased by the amount of any income taxes, or franchise or
privilege taxes measured by income, to the extent that such taxes
were deducted to determine federal taxable income.

Increased by the amount of any interest and dividends from foreign
securities and from securities of state and their political subdivisions
exempt from federal income tax; provided, that interest upon
obligations of the state of North Dakota or any of its political
subdivisions shall not be included.

Except for residents, reduced by the amount of net income not
allocated and apportioned to this state under the provisions of
chapter 57-38.1, but only to the extent that the amount of net income
not allocated and apportioned to this state under the provisions of
that chapter is not included in any adjustment made pursuant to the
preceding subdivisions.

Reduced by any amount, up to a maximum of five thousand dollars,
received pursuant to the firefighters relief associations authorized by
chapters 18-05 and 18-11, policemen's pension funds authorized by
chapter 40-45, or the highway patrolmen's retirement system
authorized by chapter 39-03.1; provided, however, thai the
adjustment provided in this subdivision shall be reduced by any
amount received pursuant to the federal Social Security Act.

Reduced by any amount, up to a maximum of one thousand dollars,
received by any person as payment for services performed while on
active duty in the armed forces of the United States or as payment for
attending periodic training meetings for drill and instruction as a
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member of the national guard or of a reserve unit of the armed forces
of the United States. However, persons serving in the armed forces
of the United States, except field grade and general officers, who are
stationed outside of any state of the United States or the District of
Columbia for not less than thirty days during the tax year shall be
allowed an additional reduction of up to three hundred dollars per
month for each month or portion of a month received as payment for
services performed while on active duty at such location.

Reduced by any amount, up to a maximum of five thousand dollars,
received by any person fifty years of age or older as retired military
personnel pay for service in the United States army, navy, air force,
coast guard, or marine corps or reserve components thereof;
provided, however, that the adjustment provided in this subdivision
shall be reduced by any amount received pursuant to the federal
Social Security Act.

Reduced by the amount of interest received during that taxable year
on a contract for deed on the sale of eighty or more acres [32.37 or
more hectares] of agricultural land to a beginning farmer. The
contract for deed must extend for not less than ten years and have an
annual interest rate equal to or less than the minimum rate allowed by
the internal revenue service before interest is imputed. In order for
an individual, estate, or trust to qualify for this reduction, the taxpayer
must obtain a statement from the buyer stating that the buyer meets
all requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require. The
value placed on any real property located in North Dakota and owned
by the buyer must be the amount listed as the true and full value on
the most recent real estate tax statement for that particular piece of
property. In determining the net worth of any person, including the
person's dependents and spouse, if any, for purposes of this
subdivision, the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings may not be
included. This statement must be filed along with the income tax
return. For the purposes of this subdivision, "beginning farmer”
means any person who is:

(1) A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income frem farming, unless the person initially commences
farming during the tax year for which an adjustment will be
claimed under this subdivision.

(3) Intending to use any farmland to be purchased or rented for
agricultural purposes.

{4) Except for contracts for deed entered into prior to July 1, 1985,
having adequate training by education in the type of farming
operation which the person wishes to begin through
satisfactory participation in the adult farm management
education program of the state board for career and technical
education or an equivalent program approved by the
agriculture commissioner.
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(5) Having, including the net worth of any dependents and spouse,
a net worth of less than one hundred thousand dollars.

Reduced by the amount of interest received during that taxable year
on a contract on the sale of any land, buildings, improvements, and
equipment associated with the land, buildings, or improvements, used
or useful in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as defined in
subdivision # |. The contract must extend for not less than ten years
and have an annual interest rate equal to or less than the minimum
rate allowed by the internal revenue service before interest is
imputed. In order for an individual, estate, or trust to qualify for this
reduction, the taxpayer must obtain a statement from the buyer
containing a list of the buyer's assets and debts and giving the
buyer's net worth, together with any other information required by the
state tax commissioner. The value placed on any real property
located in North Dakota and owned by the buyer shall be the amount
listed as the current market value on the most recent real estate tax
statement for that particular piece of property. In determining the net
worth of any person, including that person's dependents and spouse,
if any, the value of their equity in their principal residence, the value
of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings is not to be
included. This statement is to be filed along with the income tax
return. For the purposes of this subdivision, "beginning
businessman”, excluding beginning farmers as defined in subdivision
# |, means any person who is:

(1) A resident of this state.

(2) Receiving more than one-half of that person's gross annual
income from a revenue-producing enterprise, unless the
person initially commences business during the tax year for
which an adjustment will be claimed under this subdivision.

(3) Intending to use any revenue-producing enterprise purchased
or rented for business purposes.

(4) Adeguately trained, by experience or education, in the type of
revenue-producing enterprise which that person wishes to
begin.

(5) The owner of property with a net worth, including the net worth
of property of that person's dependents and spouse, if any, of
less than one hundred thousand dollars.

Reduced by any amount, up to a maximum of three hundred dollars
received by any person or six hundred dollars if a joint return is filed,
as interest earned from a financial institution located in this state. For
purposes of this subdivision, "financial institution" means any
organization authorized to do business under state or federal laws
relating to financial institutions, including banks and {rust companies,
savings banks, building and loan associations, savings and loan
companies or associations, and credit unions.
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Reduced by any amount, up to a maximum of five thousand dollars,
received as retirement benefits paid by the United States, a territory
or possession or political subdivision thereof, the government of the
District of Columbia, or an agency or instrumentality of one or more of
the foregoing, other than retired military personnel pay, as exempted
in subdivision  k; provided, however, that the adjustment provided in
this subdivision must be reduced by any amount received pursuant to
the federal Social Security Act.

Reduced by the portion of a distribution from a qualified investment
fund described in section 57-38-01 which is attributable to
investments by the qualified investment fund in obligations of the
United States, obligations of North Dakota or its political subdivisions,
and any other obligation the interest from which is exempt from state
income tax under federal statute or United States or North Dakota
constitutional provisions; provided the amount of the distribution
excluded under this subdivision is included in federal taxable income.

Reduced by an amount equal to the earnings that are passed through
to a taxpayer in connection with an allocation and apportionment o
North Dakota under chapter 57-35.3.

Reduced by the amouni received by the taxpayer as payment for
services performed when called or ordered to title 10 United States
Code federal service as a member of the national guard or reserve
member of the armed forces of the United States. An individual
claiming the reduction under this subdivision may not also claim the
reduction under subdivision k j for the time the individual was under
federal orders for active duty and may not claim a reduction on
income already excluded from federal taxation due to service in a
combat or hazardous duty zone. This subdivision does not apply to
federal service while attending annual training, basic military training,
professional military education, or active guard and reserve tours for
which the member has volunteered.

Provided, however, that each adjustment in the above subdivisions
authorized under law shall be allowed only to the extent that the
adjustment is allocated and apportioned to North Dakota income.

SECTION 8. AMENDMENT. Subsection 1 of section 57-38-71 of the North
Dakota Century Code is amended and reenacted as follows:
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1. "Beginning entrepreneur”, excluding beginning farmers as defined in
subdivision s | of subsection 1 of section 57-38-01.2, means any person
who:

a. Is a resident of this state.

b. Receives more than one-half of that person's gross annual income
from a revenue-producing enterprise, unless the person initially
commences business during the tax year for which a deduction will
be claimed under sections 57-38-71 through 57-38-74.

¢. Intends to use any revenue-producing enterprise purchased or rented
for business purposes. ’

d. Has had adequate training, by experience or education, in the type of
revenue-producing enterprise which that person wishes to begin.

e. Has, including the net worth of that person's dependents and spouse,
if any, a net worth of less than one hundred thousand dollars, not
including the value of their equity in their principal residence, the
value of one personal or family motor vehicle, and the value of their
household goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings.

SECTION 9. AMENDMENT. Section 57-38.5-01 of the North Dakota Century
I Code is amended and reenacted as follows:

57-38.5-01. Definitions. As used in this chapter, unless the context otherwise
requires:

1. "Director" means the director of the department of commerce division of
economic development and finance.

2. "New wealth” means revenues to a North Dakota business which are
generated by sales of products or services to customers outside of the
state. "New wealth” also includes revenues to a qualified business the
customers of which previously were unable to acquire, or had limited
availability of, the product or service from a North Dakota provider.

3. "Passthrough entity" means a corporation that for the applicable tax year is
treated as an S corporation or a general partnership, limited partnership,

limited liability partnership, trust, or limited liability company and which for
the applicable tax year is not taxed as a corporation under chapter 57-38.

B

"Primary sector business" means a qualified business that through the
employment of knowledge or labor adds value to a product, process, or
service and which results in the creation of new wealth but does not
include an agricultural commodity processing facility as defined under
section 57-38.6-01.

4- 5. "Qualified business”" means:

. & A a business other than a real estate investment trust which is a
primary sector business that:
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5 a. Isincorporated or its satellite operation is incorporated as a for-profit
corporation or is a partnership, limited partnership, limited liability
company, limited liability partnership, or joint venture;

2 b. Is in compliance with the requirements for filings with the securities
commissioner under the securities laws of this state;

8y c¢. Has North Dakota residents as a majority of its employees in the
North Dakota principal office or the North Dakota satellite operation;
and

4 d. Has its principal office in this state and has the majority of its
business activity performed in this state, except sales activity, or has
a significant operation in North Dakota that has or is projected to
have more than ten employees or one hundred fifty thousand dollars
of sales annually; ef

b-  Anorganizationthat
& I‘” ; e—with— , o—for—fi itk
secdrties—commissionerunderthe-sceuritiestawsef thisstate:
and

agredhural-processing—facility-that-iH-eases—with—an-optien—o

: > s e i I
subdivisier-a and

e. Relies on innovaticn, research, or the development of new products

and processes in its plans for growth and profitability.

5: 6. "Taxpayer" means an individual, estate, or trust or a corporation or
passthrough entity. The term does not include a real estate investment
trust.

SECTION 10. AMENDMENT. Section 57-38.5-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-02. Certification - Investment reporting by qualified businesses -
Maximum investments in qualified businesses. The director shall certify whether a
business that has requested to become a qualified business meets the requirements of
subsection 4 of section 57-38.5-01 and the certification must include the period of time
the certification covers. The director shall establish the necessary forms and
procedures for certifying qualified businesses.For investments made after
December 31. 2004, the maximum aggregate amount of qualified investments a

qualified business may receive is limited to five hundred thousand dollars under this
chapter. _The limitation on investments under this section may not be interpreted to

limit additional investment by a taxpayer for which that taxpayer is not applying for a
credit.

SECTION 11. AMENDMENT. Section 57-38.5-03 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a
qualified investment in a qualified business, the taxpayer is entitled to a credit against
state income tax liability under section 57-38-29, 57-38-30, or 57-38-30.3. The amount
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, of the credit to which a taxpayer is entitled is forty-five percent of the amount invested
by the taxpayer in qualified businesses during the taxable year, subject to the following:

1.

The aggregate annual investment for which a taxpayer may obtain a tax
credit under this section is not less—thanfive—theusand-dollars—and-not
more than two hundred fifty thousand dollars. This subsection may not be
interpreted to limit additional investment by a taxpayer for which that
taxpayer is not applying for a credit.

In any taxable year, a taxpayer may claim no more than one-third of the
credit under this section which is attributable to investments in a single
taxable year.

Any amount of credit under this section not allowed because of the
limitations in this section may be carried forward for up to four taxable
years after the taxable year in which the investment was made.

A partrership passthrough entity that invests in a qualified business must
be considered to be the taxpayer for purposes of the investment limitations
in this section and the amount of the credit allowed with respect to a
partrershipspassthrough entity's investment in a qualified business must
be determined at the partrership passthrough entity level. The amount of
the total credit determined at the partrershippassthrough entity level must
be allowed to the partrersimited—to—individuals—estates—and—irusts;

members in proportion to their respective interests in the
parrershippassthrough entity.

The investment must be at risk in the business. An investment for which a
credit is received under this section must remain in the business for at
least three years. Investments placed in escrow do not qualify for the
credit.

The entire amount of an investment for which a credit is claimed under this
section must be expended by the qualified business for plant, equipment,
research and development, marketing and sales activity, or working capital
for the qualified business.

A taxpayer who owns a controlling interest in the qualified business or
whose full-time professional activity is the operation of the business is not
entitled to a credit under this section. A member of the immediate family
of a taxpayer disqualified by this subsection is not entitled to the credit
under this section. For purposes of this subsection, "immediate family"
means the taxpayer's spouse, parent, sibling, or child or the spouse of any
such person.

The tax commissioner may disallow any credit otherwise allowed under
this section if any representation by a business in the application for
certification as a qualified business proves to be false or if the taxpayer or
qualified business fails to satisfy any conditions under this section or any
conditions consistent with this section otherwise determined by the tax
commissioner.  The amount of any credit disallowed by the tax
commissioner that reduced the taxpayer's income tax liability for any or all
applicable tax years, plus penalty and interest as provided under section
57-38-45, must be paid by the taxpayer.

SECTION 12. AMENDMENT. Section 57-38.5-04 of the North Dakota Century
Code is amended and reenacted as follows:
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57-38.5-04. Taxable year for seed capital investment tax credit. The tax
credit under section 57-38.5-03 must be credited against the taxpayer's income tax
liability for the taxable year in which ful-censideratienfer the investment in the qualified
business was received by the qualified business.

SECTION 13. AMENDMENT. Section 57-38.5-05 of the North Dakota Century
Code is amended and reenacted as follows:

57-38.5-05. Seed capital investment tax credit limits. The aggregate
amount of seed capital investmer]t tax credit allowed for investments under this chapter

2662 is limited to two million five hundred thousand dollars for each calendar year. |If
investments in qualified businesses reported to the commissioner under section
57-38.5-07 exceed the limits on tax credits for investments imposed by this section, the
credit must be allowed to taxpayers in the chronological order of their investments in
qualified businesses as determined from the forms filed under section 57-38.5-07.

SECTION 14. A new section to chapter 57-38.5 of the North Dakota Century
Code is created and enacted as follows:

Credit for investments made before 2005.An investment made before
January 1, 2005, which did not qualify for the tax credit under this chapter because of
the two _million five hundred thousand dollar credit limitation in effect before the
effective date of this Act is entitled to a credit against state income tax liability under
section _57-38-29 or 57-38-30.3 in the amount of forty-five percent of the amount
invested by the taxpayer in a qualified business subject o the foliowing:

1. The aggregate investment for which a taxpayer may obtain a credit under
this section is not less than five thousand dollars and not more than two
hundred fifty thousand dollars.

2. In any taxable year, a taxpayer may claim no more than one-fourth of the
credit under this section which is attributable to investments made before
January 1, 2005.

3. Any amount of credit under this section not allowed because of the

limitations in this section may be carried forward for up to five taxable
years after the taxable year in which the investment was made.

4. This section does not apply to investments made in an agricultural
processing facility as defined under section 57-38.6-01.

SECTION 15. REPEAL. Chapters 10-30.1 and 10-30.2 of the North Dakota
Century Code are repealed.

SECTION 16. REPEAL. Section 15-10-41 of the North Dakota Century Code
is repealed.

SECTION 17. NORTH DAKOTA BUSINESS CLIMATE INITIATIVE -
LEGISLATIVE COUNCIL STUDY. During the 2005-06 and 2007-08 interims, the
legislative council shall study the state's business climate through a business climate
initiative.  The business climate initiative must include receipt of agency reports
regarding economic development legislation introduced by the legislative council during
previous legislative sessions, active participation in business climate focus groups
across the state, and active participation in biennial business congresses. The focus
groups shall discuss ways to enhance the state's business climate to stimulate job

(2} DESK, (2) COMM Page No. 21 SR-75-8550




REPORT OF CONFERENCE COMMITTEE (420) Module No: SR-75-8550
April 22, 2005 12:56 p.m.
Insert LC: 50180.0414

growth and enhance economic prosperity for employers and employees by
encouraging the growth of existing businesses in the state, creating new businesses in
the state, and encouraging expansion or relocation of businesses to this state. Each
business congress must receive a report on the activities of the focus group
discussions, shall identify methods to enhance the state’s business climate to stimulate
job growth and enhance economic prosperity, shall identify methods to prepare the
state for the high-growth and high-demand jobs of the future, and shail evaluate the
impact of existing state economic development programs. The department of
commerce shall organize the business climate focus groups and the business
congresses. Before each business congress, which must be held before June 1, 2008,
and before June 1, 2008, the department shall hold a minimum of six focus group
discussions, two of which specifically focus on local economic developers and four of
which specifically focus on private business needs. The department shall consult with
the fegislative council in compiling focus group and business congress participant
fnvitation lists and drafting and distributing invitations, establishing focus group and
business congress dates and locations, and preparing agendas for focus groups and
business congresses. The legislative council shall contract with a third party to provide
professional services to plan, facilitate, report on, and coordinate followup for the focus
groups and business congresses. The legislative council shall report its findings and
recommendations, together with any legislation required to implement the
recommendations, to the sixtieth and sixty-first legislative assemblies.

SECTION 18. VENTURE AND RISK CAPITAL - LEGISLATIVE COUNCIL
STUDY. During the 2005-06 interim, the legislative council shall study issues relating
to venture and risk capital and whether and how some of these issues may be
negatively impacting business development in the state. The study must address how
to define venture and risk capital for purposes of the study; real and perceived issues
regarding gaps in the availability of venture and risk capital in the state; whether state
programs adequately address the venture and risk capital needs of businesses in the
state and whether these programs should be changed to increase availability to
venture and risk capital, including whether the partnership in assisting community
expansion program might be used as a model to address possible venture and risk
capital availability issues and whether the state could effectively play a role as
facilitator in improving access to venture and risk capital; how the state could assist in
creating an environment more conducive to attracting private venture and risk capital in
the state; and how other states have attempted to address venture and risk capital
concerns of businesses. The legislative council shall report its findings and
recommendations, together with any legislation required to implement the
recommendations, to the sixtieth legislative assembly.

SECTION 19. ALTERNATIVE AND VENTURE CAPITAL INVESTMENTS -
EARLY-STAGE CAPITAL FUNDS - REPORT TO LEGISLATIVE COUNCIL. During
the 2005-06 interim, the president of the Bank of North Dakota shall report to the
legislative council on the status of the Bank's investments in alternative and venture
capital investments and early-stage capital funds under subdivision ¢ of subsection 4 of
section 6-09-15. The president shall inform the legislative council whether this
investment program should continue and whether there are potential changes that
could be made to improve the state's venture capital and early-stage capital investment
structure.

SECTION 20. CENTERS OF EXCELLENCE - REPORT TO LEGISLATIVE

COUNCIL. During the 2005-06 interim, the state board of higher education and the

. centers of excellence commission shall report to the legislative council on the status of
the centers of excellence program under section 4 of this Act. The report must include

information regarding approved and rejected applications; funding; private sector

participation; accomplishments of each center of excellence, including information

regarding how each center of excellence is meeting, or will meet, the criteria under

(2) DESK, (2) COMM Page No. 22 SR-75-8550




REPORT OF CONFERENCE COMMITTEE (420) Module No: SR-75-8550
April 22, 2005 12:56 p.m.
Insert LC: 50180.0414

section 4 of this Act; and whether there are potential changes that could be made to
improve the centers of excellence program.

SECTION 21. INSURANCE AND LIABILITY DATA - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the insurance commissioner
shall compile existing data regarding the state's liability insurance marketpltace. The
data must include information regarding issues that may result in barriers for
businesses seeking to obtain affordable liability insurance coverage, with specific focus
on the travel and tourism industry, and must include information regarding successful
actions taken by other states to improve the availability and affordability of liability
insurance. Before July 1, 2008, the insurance commissioner shall report to the
legislative council the data compiled and identify proposed legislative changes
necessary to implement any recommendations to make the state's laws and availability
of liability insurance more attractive to businesses in this state.

SECTION 22. TECHNOLOGY COMMERCIALIZATION STUDY - REPORT TO
LEGISLATIVE COUNCIL. During the 2005-06 interim, the state board of higher
education shall conduct a study of incentives the state could adopt to serve as
catalysts for stimulating more efficient commercialization of new technologies. The
study must include roundtable discussions; include consideration of leveraging
research, capital, and entrepreneurs; include consideration of successful actions taken
by other states to increase technology commercialization; and focus on approaches
that are specifically tailored to the state's unique circumstances. The board may
contract with a third party to conduct the study. Before July 1, 2008, the chancellor of
the North Dakota university system shall report to the legislative council the cutcome of
the study and identify proposed legislative changes necessary to implement any

. recommendations to stimulate technology commercialization in this state.

SECTION 23. TRANSPORTATION STUDY - REPORT TO LEGISLATIVE
COUNCIL. During the 2005-06 interim, the upper great plains transportation institute
shall conduct a study of how improvements to the transportation infrastructure of this
state might enhance the business climate and the state's competitive position in
economic development, with a focus on the potential to expand the sale of goods to
markets outside the state by strengthening the state's transportation infrastructure. In
conducting this study, the upper great plains transportation institute shall consult with
the department of transportation and the department shall cooperate in the study. The
study must include consideration of how to improve the load-carrying limits of the
state's highways and associated costs and benefits; consideration of what
enhancements must be made to the state's highways to allow load limits to be raised to
more efficiently move goods to market and associated costs and benefits; exploration
of the phenomenon of the decline of freight service by rail, including the prospects for
offering incentives to rail providers to expand the availability of rail for transportation of
goods to market and the associated costs and benefits; recommendations on how to
enhance the state's transportation infrastructure; whether it is feasible to identify and
assist airports that are specially situated in order to assist in economic development;
and an analysis of the projected economic development impacts associated with the
recommended infrastructure improvements. Before July 1, 2006, the upper great
plains transportation institute shall report to the legislative council the outcome of the
study and identify proposed legislative changes necessary to implement any
recommended changes to the state's transportation infrastructure.

LEGISLATIVE COUNCIL. During the 2005-06 interim, the director of the office of
management and budget shall report to the legislative council on the status of providing
procurement information through the internet under section 6 of this Act; perform a
study on the most effective manner in which to provide for a procurement assistance
center; and report to the legislative council on the outcome of the procurement

. SECTION 24. PROCUREMENT ASSISTANCE STUDY - REPORT TO
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) assistance center study, including what services might be provided by such a center,
how services might be provided by such a center, and what legislative changes would
be required to implement such a center.

SECTION 25. EFFECTIVE DATE - EXPIRATION DATE. Sections 9 through
13 of this Act are effective for taxable years beginning after December 31, 2004.
Section 15 of this Act becomes effective on August 1, 2007. Sections 2, 7, and 8 of
this Act are effective for taxable years beginning after December 31, 2008. Section 10
of this Act is effective for a business certified as a qualified business after
December 31, 2004. Section 14 of this Act is effective for taxable year 2004 and is
thereafter ineffective, except any unused credit may be carried forward as provided in
section 13 of this Act. Section 4 of this Act is effective through July 31, 2011, and after
that date is ineffective.”

Renumber accordingly

Reengrossed SB 2032 was placed on the Seventh order of business on the calendar.

{2) DESK, (2} COMM Page No. 24 $R-75-8550
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SENATE BILL NO 2032

Subject Matter

Sections

Venture and risk capital - Bank of North Dakota
alternative and venture capital investments and
early-stage capital funds

Venture and risk capital - Repeal Chapters 10-30.1 and
10-30.2, venture capital corporations and Myron G.
Nelson Fund, Inc.

Centers of excellence

Cooperative work experience program

International Trade Division of Department of Commerce
and North Dakota American Indian Business
Development Office of Division of Economic
Development and Finance

Local economic developer certification
State procurement

Target industries

Image program

Business hotline

Seed capital investment tax credit

Business climate initiative - Legisiative Council study

Dakota manufacturing initiative

Technology commercialization
Insurance and liability
Transportation

intellectual property

‘Economic development incentives

Sections 1, 3
Section 26 (report to Legislative Council)

Section 2 (cross-reference)

Section 14 {cross-reference)

Section 15 (cross-reference)

Section 20 {repeal)

Section 23 (Legislative Council study)
Section 42 (effective date of repeal)

Section 4

Section 21 {repeal)

Section 27 (report to Legislative Council)
Section 42 (effective date of repeal)

Sectlon 5
Section 28 (repoit to Leglslatlve Council)
Section 43 {expire program - Section 5)

Sections 6, 7, 10
Section 29 (report to Legislative Council)
Section 40 (appropriation)

Section 8
Section 30 (report to Legislative Council)
Section 40 (appropriation)

Section 9
Section 37 (study and report to Legislative Council)
Section 41 {appropriation)

Section 11
Section 40 (appropriation)

Section 12

Section 31 (report to Legislative Council)
Section 40 {appropriation)

Section 43 (expire program - Section 12)

Section 13

Section 32 (report to Legislative Council)
Section 40 (appropriation)

Section 43 (expire program - Section 13)

Sections 16, 17, 18, and 19
Section 39 (study and report to Legislative Council)
Section 42 (effective date)

Section 22
Section 40 (appropriation)

Section 24
Section 25 (report to Legislative Council)
Section 40 (appropriatton)

Section 33 (study and report to Legislative Council)
Section 34 (study and report to Legistative Council)
Section 35 (study and report to Legislative Councif)

Section 36 (study and report to Legislative Council)
Section 40 (appropriation)

Section 38 (study and report to Legislative Councll)
Section 40 {appropriation)

%Té)m&r\aark,
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Prepared by the North Dakota Legislative Council
staff for Representative Dosch
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ﬂ?an IGHQOOS

SENATE BILL NO. 2032 COMPARISON

Location at Appropriation at Appropriation at
Subject Matter Second House Introduction - SB 2032 Second House - Location
Venture and risk capital - Bank of | SB 2032 $0 $0
;\\Q,, North Dakota alternative and
G@&’ venture capital investments and
CB | early-stage capital funds
enture and risk capital - Repeat ] SB 2032 $0 50
ﬁud'l: } Chapters 10-30.1 and 10-30.2,
~ venture capital corporations and
().5“") [\, Myron G. Nelson Fund, Inc.
L—:L‘}\f_‘,_/‘ Centers of excellence SB 2018 (Sections 21, 33, | $0 $2,500,000 general fund
and 36) SB 2018 (Section 7)
9%- q Cooperative  work  experience | SB 2032 iﬂd $0 $0 —ﬂgla_/nofe, No* on
| M- | program ml\\‘ iitiad bl
| S , International Trade Division of|SB 2032 **$413,103 general fund | $500,000 grant from North Dakota
g |4{ Department of Commerce and Development Fund
bl North Dakota American Indian SB 2018 (Section 19} (rad
C\ af"'(ﬁﬁﬁ" Business Development Office of only) (Section 19} (trade program
Division of Economic Development o= fkbrtm
O,u*‘& and Einance e 16, ] 12‘5&'13'—5 M’”;'"‘lc.,

Local economic developer certi-
fication

SB 2018 (Sections 22 and
37)

$50,000 general fund
$100,000 special funds

$50,000 general fund, discretionary
SB 2018 (Section 10)

Stale procurement SB 2018 (Sections 23 and | $150,000 general fund $50,000 general fund
38) ' SB 2018 (Section 4)
arget industries SB 2018 (Section 24) $50,000 genera! fund $25,000 general fund, discretionary
SB 2018 (Section 10}
Image program SB 2018 (Sections 25 and | *$100,000 general fund | $50,000 general fund, discretionary
39) SB 2018 (Section 10)
‘[ Business hotiine SB 2018 (Sections 26 and | *$30,000 general fund $30,000 general fund, discretionary |
40) SB 2018 (Section 10)
Seed capital investment tax credit | SB 2018 (Sections 27 50 $0

through 32 and 41)

Business climate initiative -
Legislative Council study

SB 2018 (Section 35)

$50,000 general fund

$50.000 general fund, discretionary
S8 2018 (Section 10}

Dakota manufacturing initiative

SB 2018 (Sections 34 and
42)

$165,000 general fund

$100,000 general fund, discretionary
SB 2018 {Section 10)

Technology commercialization

SB2032 oMY gurCl

Insurance and liability gh,_dq

SB 2032

:‘b‘mliil g_:

0 3 Boand

0 <0|
i Sous

R

SB 2032

$0 42610'00

Transportation St dss 0ot
Intellectual property U

SB 2018 (Section 43)

$50,000 general fund

$0  Mopoo-PEML. [ 7y nuk
$50,000 general fund, discretio;lary

SB 2018 (Section 10)

195 000

Econcomic development incentives

edkdr

$30,000 general fund

$30,000 general fund, discretionary
SB 2018 (Section 10)

*The image information program and the business hotline program were authorized one full-time equivalent (FTE) position to be

shared between the programs.

**The Division of International Trade was authorized 1.5 FTE positions.
*Error - Removed from SB 2032 to be placed in $B 2018, except faited to be placed in SB 2018.
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.-m | CENTERS OF EXCELLENCE
centers. of excellence (COE) program' was

following new language in Senate Bill No. 2018 which -
created by Section 23 of House Bit No. 1019 (2003), is not included in Senate Bill No. 2032:
the Department of Commerce appropriations bill.

The Bank of North Dakota may ioan up to
North Dakota Century Code (NDCC) Section 15-10-41 fity million dollars to - the department of
. provides the statutory framework
COE program. During the 2003-04 interim, the Legis-
lative Council Economic Development Committee
received the State Board of Higher Education (SBHE)
. presentation of definitions and eligibility criteria for the

COE program pursuant to Section 15-10-41(1). The |

Economic Development Committee recommended
changes to the COE program are provided for in
Section 4 of Senate Bili No. 2032, the committee's
comprehensive business initiative bill. The Depart-
ment of Commerce appropriations bil, Senate Bill

No. 2018, includes a section amending Section .

15-10-41, at Section 9 of the Act.
Senate Bill Nos. 2018 and 2032 amendments to
NDCC Section 15-10-41 are identical, except for the

for the .

_ commerce to provide matching funds to

_ appropriations by

The following is a
current
COE program law und

recipients of funds awarded under this
section. The debt service due under the loan
must not exceed five million dollars per bien-

‘nium. The loan may be entered into upon

the terms, conditions, and payment provi-
sions as the parties deem to be In the best
interest of the state. Repayment of each
Ioanbymedepartmentofcommerceis‘
contingent upon receipt of sufficient biennial
the legislative assembly
for that purpose. . L .
brief comparison between the
COE . program

law and the proposed
Section 4 of Senate Bill

No. 2032: .
— Centers of Excellence Program-
NDCC Section 15-10-41 : : .
— Current - Proposed (SB 2032, Section 4)
= SBHE shall establish the COE program, consistent 1+ SBHE shall establish the COE program
with the purpose of subsection 2 ' - Program provides COE commission {commission)
» SBHE shall designate COEs " awards funds to: ' e
» Legislatively designated COEs: = Research universities
» North Dakota State University (NDSU) 'Center » University-related foundations
: for Technology.Enterprise , ~~"+ Public institutions
.« University of North Dakota (UND) Center for ‘ .
innovation . ] 2 « Defines "industry cluster” as:
« SBHE, with North Dakota Economic Development + Advanced manufacturing
_ Foundation (foundation) and private sector, shall « Energy )
establish program definitions and eligibility criteria + Information and technology
+ SBHE shall report definitions and eligibliity criteria « Tourism =~ - .
o the Legislative Council (2003-04 Economic + Value-added agricutture -
Development Committee) - . and any other industry the Depart-
* Foundation may recom to SBHE high-priority ment of Commerce specifically identifies
COEs . ' : contributing to the GSP .
2 + COE program purpose: o 3 « Creates eight-member commission: -
+ Develop and engage strategies for science and + North Dakota Economic Development appoints
technology: ‘ : - two members
« Research and development » - SBHE appoints three members
* Commercialization « Legislative Assembly appoints three members
¢ Entrepreneurship ' {nonvoting)
* infrastructure , e Commission duties:
« Growth and expansion of knowledge-based + Review applications
industries ' . + Make designation determinations
 Activities to develop innovative approaches * Award funds
that expand the gross state product (GSP) » SBHE shall provide staff for commission
_ + Assist efiorts to atract private and federal :
) _assistance for: ) 4 + SBHE
- . Science and technology research and « Establish forms
. development © «  pccept appfications
- * Commercialization in growth clusters most + Review applications for completeness
likely to increase the GSP ' « Forward applications to commission
+ Increase collaboration among state, federal, « . Commission may designate COEs
: anc_l private research and development organi- * Legisiative Assembly established COESs:
- zations and technology commercialization « NDSU Center for Technology Enterprise
. organizations 7 + LIND Center for Innovation




Current

Proposed (SB 2032, Sectiond) .-

« To expand efforts to stimuiate economic
growth in identified . industry clusters, by
strengthening  leadership and support of
National Science Foundation Experimental
Program to Stimulate Competitive Research
(EPSCoR) programs and by encouraging part

. nerships with other state institutions :

*» Provide leadership In sclence and technology

%.v“e? at regional, national, and intemaﬁpnal :

» Create employment opportunities for North

__ Dakota University System (NDUS) graduates .

.» |dentifies Industry clusters as: :
. » Advanced manufacturing

= Aerospace - . -

'« Energy .

* Information and technology

* Tourism :

* ' Value-added agriculture

SBHE allocates funds for undesignated COEs by
using eligibility criteria S :
SBHE, with foundation, reports to Budget Section
Use of funds: : :
« Enhance capacity . .
_» Enhance infrastructu - )
‘s Leverage state, federal, and private sources of
Funds may not be used to: _
.« Supplant funding for current operations
o Supplant funding for cument- academic
instruction : ‘ .
e Pay indirect costs .
tf an applicant demonstrates the potential to
deliver expertise and service to an industry cluster

_ that will contribute to the.GSP, SBHE may award

funds to: _

+ Researchuniversity -

* University-related foundation -

« Public institution in North Dakota

Recipient that is a state Institution .or nonprofit

university-related foundation shall: - -

« Provide SBHE documentation of availability of
$2 matching for each $1 COE funds

«- First four years shall provide annual reports to

. SBHE, Govemor, and foundation =

- COE:

. commission award determinations that have been
. appruvedbyﬂ'leBudgetSaeﬁon

. » .Enhance infrastructure .
. Leverage state, federal, and private -source

COEfundsmaynotbeused'to:

Jmuaryﬁoos,

Complete application must: -
« Develop and engage strategies for: : :
« -Sclence and technology fesearch and _':

development
Commercialization
Entrepreneurship
Infrastructure -
Utilization to assist the growth and expar-
sion of knowledge-based industries -
« Other activities in the state to develop inno-
. vaﬂvaapproad!esbexpandGSP
o Create employment opportunities for North
» Assist efforts to saftract private and federal
assistance for science and technology
research and development organizations in

Commission shall do the following in designatinga |

« " Consider whether proposed COE wiilt: =~
» Strengthen leadership and support of
EPSCoR programs and encourage partner-

‘ships with -other state institutions - for
expanded efforts to stimulate economic
growth in industry clusters .

« Provide leadership in sclence and tech-
nology policy at regional, national, and
intemational tevels '

. CreateemploymentoppamnmesforNDUS. |

SBHEélmanalibcatachﬁlndsiilaedordancem

Recipient of COE funds shall use funds to:
+ Enhance capacity . :

< Supplant funding for current operations -
o Supplant funding for cument academic

_infrastructure
s Pay indirect costs

Recipient that is a state instituion or nonprofit

university-related foundation shalt: _

« Provide SBHE documentation of proof of avai-
ability of $2 matching funds for each
$1 COE funds, before funds are actually I’
distributed ' 5

+ First four years shall provide annual report to

SBHE, Govemor, and foundation

m
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Mark Nisbet

Chairman, Joint Commiltee on Cenlers of Excellence
Principal Manager, Xcel Energy - North Dakota

The Concept

= A big, bold idea essential to North Dakota’s future:

+ Connects potential of colleges and
universities across the state with
‘private industry to generate higher-
paying, skilled jobs, and career
opportunities for the future.

= Will create and attract new businesses,
and foster the expansion of existing
businesses.

Create centers that nurture our best
and brightest minds to commercialize
ideas into products, skills and services.

Senate IBL - January 26, 2005



Senate IBL - January 26, 2005




Senate IBL - January 26, 2005

Range of Investments

The benefits of the concept far exceed the cost and
financing issues:

* The approval process involves the
private sector (Foundation), the
university system, and the iegislature.

» Current plan calls for $50 million that
will be leveraged to generate up to
$150 million in total funding resources.

» Will take a successful model and
extend the reach to all corners of the
stat

Next Steps

i Statewide support across a variety of platforms and

organizations is building:

» Entities in support of the initiative
include the North Dakota Economic
Development Foundation, the State
Board of Higher Education, the Greater
North Dakota Chamber of Commerce,
and the Economic Development
Association of North Dakota.

* The Foundation would appreciate
your support as this initiative moves
forward in the legislative process.




North Dakota University System

Testimony to Senate Industry, Business and Labor Committee
on SB2032 |

Robert L. Potts, Chancellor
JANUARY 26, 2005

Mr. Chairman, members of the Senate Industry, Business and Labor Committee,
I am Robert Potts, Chancellor of the North Dakota University System. Thank you for
the opportunity to appear before your committee to provide comments on SB-2032, the
comprehensive economic development bill.

The North Dakota University System and the Department of Commerce are
forging close and productive ties in working together to increase economic activity in
the state. Since becoming Chancellor six months ago, I have had a number of
invitations and opportunities to work with Lee Peterson, Linda Butts and other
members of the staff at the Department of Commerce on economic development
matters. These include activities to help attract businesses to North Dakota, promotion
of international trade, and service on the Commerce Cabinet and the Workforce
Development Council. Included in SB-2032 before you today are provisions regarding
Centers of Excellence as well as several other program areas that will continue to build
these strong ties between the University System and the Department of Commerce for
the benefit of all of North Dakota.

] want to discuss with you for a few minutes the Centers of Excellence
provisions in SB-2032 contained in Section 4 of the bill. The State Board of Higher
Education, all of the 11 campuses within the University System, my staff and I are
delighted and excited about the potential of the centers of excellence for expanding the
economy of North Dakota and creating high value employment opportunities for our
graduates. This proposal allows higher education to become an even stronger partner
with the private and public sectors in expanding the economy of the state.

The SBHE also is strongly supportive of the centers of excellence concept. To
be specific, the board, at its February 19, 2004, meeting passed a resolution stating:
“The State Board of Higher Education commends Governor Hoeven for his leadership

_ in creating a stronger partnership for economic development in North Dakota and




declares its full support for the governor’s proposed economic development centers of
. excellence initiative.” '

The regional meetings with business and community leaders that Governor
Hoeven held throughout the state this past year, in cooperation with all 11 campuses,
have generated a considerable amount of enthusiasm for the creation of additional .
centers of excellence in all campus regions. Those meetings have also generated a
number of great ideas for potential centers of excellence geared to the needs and
opportunities of the various regions of the state. Hopefully, a number of these
potential centers will become a reality as a result of the legislation you have before you
and the new partnerships that can develop from this initiative.

. There is no question that the bill in its present form has the potential to stimulate
significant economic development in the state. But the bill in its present form also
includes provisions that cause concern for the State Board of Higher Education and for
the college and university presidents. We believe the bill can be significantly
improved and receive broad and unanimous NDUS support if it is amended to include
the following provisions: \

. ' = Wording that makes clear that all campuses in the NDUS are eligible to
W submit proposals for centers of excellence

» A section that makes clear that in the funding approval process for centers to
be affiliated with University System campuses, the SBHE has final approval
authority before any center proposal is submitted to the Budget Section for

- authorization of the release of the allocated funding. '

» Wording in the criteria and requirements section of the bill that gives the
Commission discretion, not only to approve (before forwarding to other
approval entities) high quality proposals from research institutions and
affiliated foundations, but also high quality proposals from non-research
institutions and affiliated foundations that show great promise of stimulating
economic growth, job creation, and self-sustainability, but with lower
matching requirements, and less of a research and technology focus.

I have had conversations with Governor Hoeven, Lt. Gov. Dalrymple,
Commissioner Peterson, Senator Grindberg and others about our concerns and believe
we all agree that these items need to be addressed before SB-2032 leaves your

. committee. I have attached a set of amendments to my testimony which we in the




University System believe will address the issues I have listed and will also allow all
reg. ns of the state to benefit from the potential of the centers of excellence concept.

Snacting into law a solid and well-designed plan for centers of excellence is
importznt to the future of North Dakota. The framework for that to happen is outlined
in SB-2032. We look forward to working with the committee and the Governor’s
Office in refining this legislation so that it achieves its full potential.

There are two other sections of SB-2032 which I would like to comment on
briefly. Section 25 of the bill requires the NDUS to engage in a study of the state’s
transportation infrastructure. Section 33 requires a study of incentives for stimulating
commercialization of new technologies. You will note that the fiscal note points out
the related costs and additional state resources needed to conduct these studies are
$485,000 for the transportation infrastructure study and $50,000 for the
commercialization of new technology study. We respectfully request that if these
studies continue to be included in the legislation that the appropriate resources also be
allocated to cover the costs or that amendments be added to the bill requesting the
SBHE to consider conducting these studies within the overall budget and other priority
needs of the University System.

Thank you again for the opportunity to provide comments. I will be pleased to
respond to any questions you may have.

GATERR Y 1 100\05SES\Potts' Testimony on SB-2032 1-26-05.doc



PROPOSED AMENDMENTS TO SENATE BILL NO. 2032

nge 11, line 26, replace “Budget” with “Certification to budget section”

Page 11, line 27, remove “section approval”

Pagé 11, line 30, replace “awards funds™ with “makes funding award recommendations™
\.“

Page 12;5"1ine 1, replace “research universities, university-related” with “universities and
,colleges. university- and college-related”

Page 12, after line 3, insert:

“a.___ “Board” means the North Dakota state board of higher education™

Page 12, line 16, replace “eight” with “six”
Page 12, line 17, replace “two” with “three”
Page 12, line 21, replace “two” with “three”

Page 12, line 23, after the period insert “Initial terms shall be staggered.” and remove “A
member of the”

Page 12, remove lines 24 through 28

Page 12, line 29, remove “officers.”

Page 12, line 31, after “review” insert “all” and replace “make designation” with “and
anprove, disapprove, or approve conditionally”

Page 13, line 1, replace “determinations, and make awards of funds” with “and make
funding award recommendations”

Page 13, line 4, replace “establish” with “provide”

Page 13, line 5, after “completeness” insert “and compliance with board policy™

Page 13, line 6, after “commission” insert “, according to gnidelines established by the
commission.”, overstrike “The board shall”, and remove “commission and the

legislative assembly each may”

Page 13, line 7, overstrike “designate”, remove “a center” and overstrike the eriod
gn a center p



Page 13, line 10, overstrike “Centers of excellence relating to economic”

P‘age 13, overstrike lines 11 and 12 /

Page 13, line 23, replace “designation as a center” with “funding to an institution or au
affiliated non-profit foundation™

Page 13, line 24, remove “proposed”

. . N
Page 14, line 8, replace “designating a center” with considering an application )

Page 14, line 11, remove “proposed”
Page 14, replace lines 12 through 22 with:

“(1)} Promote job growth and expansion of knowledge-based industries or the
development of new products, high-tech companies and skilled jobs in North

Dakota;

(2) Create high-value private sector employment opportunities in
North Dakota: :

(3) Provide for public-private sector involvement and partnerships.

(4) Leverage other funding;

(5) Foster and practice entrepreneurship:

(6) Link to targeted industry clusters; and
(7) Include provisions for becoming self-sustaining.”

Page 14, line 23, replace “present” with “report”
Page 14, line 24, remove “for approval”

Page 14, line 27, remove “In accordance with commission award determinations
approved by the”

Page 14, line 28, remove “budget section, the”, overstrike “board” and overstrike “shall
allocate funds from”

Page 14, line 29, overstrike “appropriations for” and overstrike “centers”



Page 14, line 30, remove “for the purpose of funding”

Page 14, line 31, remove “centers.”
¢

Paée 15, line 1, after “section” insert “annually” and overstrike “such”
-Pagé 15, line 15, after “university-" insert “or college-"

Page 15, line 19, after the period insert “However, the commission may in its discretion

reduce the matching funds requirement for applications from institutions other

than research universities and the recipient shall provide the board with detailed
documentation of the likely availability of the matching funds.

Page 15, line 21, after “university-" insert “or college-”
Page 15, after line 24, insert:

“10. The bank of North Dakota may loan up to fifty million dollars to the
department of commerce to provide matching funds to recipients of funds

awarded under this section. The debt service due under the loan must not
exceed five million dollars per biennium. The loan may be entered into

upon terms, conditions and payment provisions as the parties deem in the
best interests of the state. Repayment of each loan by the department of

commerce shall be secured by a pledge of interest income from the student

loan trust fund and repaid from that source, contingent upon receipt of

sufficient biennial appropriations by the legislative assembly for that
ose.”

Renumber accordingly

GATERRY\! 100\0SSES\SB 2032 amendments 1-24-051.doc




oy

North Dakota University System

Testimony to Senate Appropriations Committee
- on SB2032

Robert L. Potts, Chancellor
FEBRUARY 9, 2005

Mr. Chairman, members of the Senate Apprcpriations Committee, I am
Robert Potts, Chancellor of the North Dakota University System. Thank you for
the opportunity to appear ‘before your ‘committee to _provide comments on SB-
2032.

In the interest of t1fne ‘I will confine rﬁy comments to three sections of the

bill: Section 4 relating to centers of excéllence and Sections 33 and 35 relating to

studies to be conducted by the Umver51ty System .

The State Board of ngher Educatlon all of the 11 campuses within the
University System, my staff and I are excited about the potential of the centers of

. excellence for expanding the economy of North Dakota and creating high value

employment opportunities for our graduates This proposal allows hlgher
education to become an even stronger partner with the pnvate and public sectors in
expanding the economy of the state.

I provided testimony in support of the centers of excellence concept when
SB-2032 was heard before the Senate Business and Industry Committee. I also
offered a set of amendments to the bill which were adopted by that committee and

are included in the engrossed bill you have before you. In summary, the
amendments included the following key provisions:

*  Wording that makes clear that all campuses in the NDUS are eligible to
submit proposals for centers of excellence

= A section that makes clear that in the funding approval process for
centers to be affiliated with University System campuses, the SBHE has
final approval authority before any center proposal is submitted to the
Budget Section for authorization of the release of the allocated funding.
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» Wording in the criteria and requirements section of the bill that gives the
Commission discretion, not only to approve (before forwarding to other
-approval entities) high quality proposals from tesearch institutions and
affiliated foundations, but also high quality proposals from non-research
institutions and affiliated foundations that show great promise of
stimulating economic growth, job creation, and self-sustainability, but
with lower matching requrrements and less of a research and science

focus.

We belleve the bill in its present form will allow all regions of the state to
beneﬁt from the potent1al of the centers of excellence concep;t Enactmg 1nto law a
sohd and well-desrgned plan for centers of excellence is 1mportant to the future of
North DAt The framéwork £t thiat to happen is éutliriédtin SB-2032. -

. -,,, There are two other sectlons of SB-2032 which 1 would l1ke fo comment on
brleﬂy Sectlon 33 of the bill requrres the NDUS :‘.9, engage 1n a study of the
incentives for’ stnnulatmg comm%rcmhzatlon of new technolog1es Sectlon 35
requires a study of the state’s transportatlon 1nfrastructure “The '‘sstimated costs
and additional state resources. needed to-conduct these. stud1es are estimated to be
$50 000 for thie commerc1ahzat1on of new technology study a’hd $485,000 for the
study of the transportatlon 1nfrastructure We respectfully request that if these
studles contmue to be 1ncluded in the legtslatron ‘that the approprlate ‘fésources are
also allocated to cover the costs or that amendments be added to the bill requestmg
the SBHEt6 ‘considet these studies within the overall budget and other prlorlty

needs of the University System.

‘ Thank you agam for the opportumty 'to prov1de comments I will be. pleased
to respond to any questlons you may have

e
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. North Dakota University System

Testimony to House Industry, Business and Labor Committee
on SB-2032

Eddie Dunn, Vice Chancellor for Strategic Planning
MARCH 14, 2005

Mr. Chairman, members of the House Industry, Business and Labor Committee, [ am
Eddie Dunn, Vice Chancellor for Strategic Planning for the North Dakota University
System. Thank you for the opportunity to appear before your committee to provide
comments on SB-2032, the comprehensive economic development bill.

There are two sections of SB-2032 which I will comment on briefly. Section 15 of the
bill would require a study of incentives for stimulating commercialization of new
technologies. Section 17 would require the Upper Great Plains Transportation Institute
to conduct a study of the state’s transportation infrastructure. The fiscal note for the
. commercialization of new technology study is $50,000. The fiscal note for the
- transportation infrastructure study is $485,000.

I contacted the three contact persons designated in the fiscal notes for the studies
(Gene Griffin, Director of the Upper Great Plains Transportation Institute; Dr. Phil
Boudjouk, Vice President for Research at NDSU; and Dr. Peter Alfonso, Vice
President for Research at UND). Drs. Boudjouk and Alfonso reported they would not
be able to conduct the study on technology commercialization unless funding is
provided. Mr. Griffin reported the study on transportation is important but the quality
of the study will be related to the level of funding provided.

Thank you again for the opportunity to provide comments. I will be pleased to
respond to any questions you may have.

N
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. North Dakota University System

Testimony to House Appropriations
Government Performance Division Committee
on SB-2032

Eddie Dunn, Vice Chancellor for Strategic Planning
MARCH 18, 2005

Mr. Chairman, members of the House Appropriations Government Performance
Division Committee, I am Eddie Dunn, Vice Chancellor for Strategic Planning for the
North Dakota University System. Thank you for the opportunity to appear before your
committee to provide comments on SB-2032, the comprehensive economic
development bill. '

There are two sections of SB-2032 which I will comment on briefly. Section 17 of the
bill would require a study of incentives for stimulating commercialization of new
technologies. Section 18 would require the Upper Great Plains Transportation Institute

. to conduct a study of the state’s transportation infrastructure. The fiscal note for the
commercialization of new technology study is $50,000. The fiscal note for the
transportation infrastructure study is $485,000.

We appreciate the House IBL committee recommending and the full House endorsing,
additional funding for these two studies. It is our assumption and recommendation that
the funding for these studies fall within the economic enhancement component of the
university system’s budget priorities; and, therefore the funding for these studies
would not come from or be included in the suggested 21 percent allocated to the
NDUS to address long-term finance plan goals of the university system in Engrossed
SB2003.

Thank you again for the opportunity to provide comments. I will be pleased to respond
to any questions you may have.

’ GNTERRY\I L00WO5SES\Eddie D Testimony $B-2032 3-13-08.doe
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Prepared by the North Dakota Legislatlve Council

staff for Senator Grindberg
April 2005

CENTERS OF EXCELLENCE - COMPARISON OF PROPOSALS IN FIRST -
AND SECOND HOUSE (2005 SENATE BILL NOS. 2018 AND 2032)

_ Engrossed Senate Bill No. 2018
(Centers of Excellence Proposed by Senate)

North Dakota Century Code Section 15-10-41

1. State Board of Higher Education (SBHE} shall estab-
lish the centers of excellence (COE) program.

Program provides commission makes funding award

recommendations for:
Institutions of higher education under control of

SBHE. A
Tribal colleges located in North Dakota.

Frivate baccalaureate—grantmg mstrtutlons of higher
education located in North Dakota,

University-related or college-related foundations of
public or private institutions of higher educatron
Iocated in North Dakota

2. Deﬁnltlons of terms
Board

Center

Commission

Foundation

Industry cluster -

3. Creatles six-member Centers of Excellence Commis-

sion (commission):
Fourdation (North Dakota Economic. Development

Foundation) appoints three members.
State Board of Higher Educatlon appoints three
members.

Commission duties:
Review all complete applications.

Approva, disapprove, or approve conditionally
complete appllcatlons.
Recommend funding awards.
State Board of Higher Education shall provide staff for
commission.
4. State Board of Higher Education duties:
Provide forms.
Accept applications.
Review applications for cornpleteness and compll-
ance with SBHE policy.
Forward complete applications to commission. ‘
Centers of excellence include North Dakota State

University (NDSU) Center for Technology Enterprise
and the University of North Dakota (UND) Center for

Innovation.

Legislative Assembly may desrgnate COEs.

Compilete application must: -
Develop and engage strategies for:
Science and technology
development.

Commercialization. .

research and

Reengrossed Senate Bill No. 2032, Second
Engrossment With House Amendments
{Centers of Excellence Proposed by House)

D

Centers ol‘ Excellence Commission

- State Board of Higher Educatlort shalt provrde staff for

New Chapter to NDCC Title 15
efinitions ' :
Board
Center (clarifies term: include designated and statutanly
- named Centers of Excellence) ,

Commlssron
Foundatron
Industry cluster

enters of Excellence .
State Board of ngher Education shall establish COE

program.

Program provides commission makes funding award
recommendations for commission-approved applica-
tions to SBHE, foundation, and Budget Section. -

. Centers of excellence must be an institution of higher
education under the control of the SBHE or a nonprofit
university-related or college-related foundation of such
an institution.

Institution or foundation must be working in partnership
with private sector.

North Dakota State University Center for Technology
Enterprises and UND Center for Innovation are COEs.

Commission funding award recommendation must be
for a specified amount. '

Designation of a COE occurs upon SBHE, foundation,
and Budget Section approval of commission fundmg
award recommendation. o
State Board of Higher Education, foundation, and
Budget Section may not modify commission )
recommendation. ’ .

Emergency Commission shall review and make recom-
mendation before Budget Section makes determination.

Each COE may only be designated once per biennium.

State Board of ngher Education rules regarding owner-
ship of intellectual property, inventions, and discoveries
must address COE activities. .

Creates six-member commission:
Foundation appoints three members of the founda-

tion's members.

State Board of Higher Education appoints three
members of the SBHE's members.

Allow appointing entities to subsutute members on a
meeting-by-meeting basis.

commission.
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Engrossed Senate Bill No. 2018
(Centers of Excellence Proposed by Senate)

Entrepreneurship.

Infrastructure.

Utilization to assist the growth and expansion of
knowledge-based industries.

Other activities in the state to develop innova-
tive approaches to expand gross state product.

Create private sector employment opportunities for

North Dakota residents. o

Assist efforts to attract private and federal assis-

tance for science and technology research and

development.

Assist efforts to commercialize and expand industry

clusters. )

Increase collaboration among state, federal, and
"-private science . and. technology  research and

development organizations in North Dakota.

6. Commission shall do the following in consideﬁng an
application:
Ensure application was complete.
Consider whether the COE will:
Promote private sector job growth and expan-
sion of knowledge-based industries or the
development of new products, high-tech
companies, or skilled jobs in North Dakota.
Create high-value private sector employment
opportunities in ND.
Provide for public-private sector involvement
and partnerships. i
" Leverage other funding.

Increase research and development activities
that may involve federal funding from the
National Science Foundation Experimental
Program to Stimulate Competitive Research
(EPSCoR). ' '

Foster and practice entrepréneurship.
Link to targeted industry clusters.
Include provisions for becoming self-sustaining.
7. After approval by SBHE, foundation, and commission,
SBHE reports proposed COE to Budget Section.

Approved award determination reported to Budget
Section must include details of terms under which
SBHE will distribute allocated funds.

State Board of Higher Education, with commission and
foundation, reports to Budget Section annually

actual COE fund distributions.
8. Centers of excellence shall use funds to:
- Enhance capacity.
Enhance infrastructure.
Leverage state, federal, and private source funds.

Centers of excellence may not use funds to:
Supplant fund_ing for current operations.

Supplant  funding for  cument
infrastructure. '

‘academic

Reengrossed Senate Bill No. 2032, Second
Engrossment With House Amendments
(Centers of Excellence Proposed by House)

regarding status of allocations of COE funds and|

2. Centers of excellence shall provide SBHE, foundation,

Application - Eligibility Requirements

1. State Board of Higher Education duties:
Provide application forms.
Accept applications.

Review applications for completeness and compli-
ance with SBHE policy.

Forward complete application to commission.
2. Commission duties:

Raview all complete applications.

Approve or disapprove applications.

Make funding award designations.

Distribute funds to designated COEs.

" Monitor COEs for compliance with award
requirements.

Review changes in assertions of COE applications.

3. Commission consideration factors in making award
recommendation: '

Use university or college research to:

Promote private sector job growth and expan-

sion of knowledge-based industries. :

Promote development of new products, high-
“tech companies, or skilled jobs in North Dakota.

Create high-value private sector employment oppor-
tunities in North Dakota.

Provide for public-private sector involvement in
partnerships. :

Leverage cther funding. ) ‘

Increase research and development activities that
may involve federal funding from the National
Science Foundation EPSCoR.

Foster and practice entrepreneurship.

Promote the commercialization of new products and
services in industry clusters. -

Become financially self-sustaining.

Establish and meet deadiines for acquiring and
expending all public and private funds specified in
the application.

Use of Funds - Terms of Funds - Distribution of Funds
1. Centers of excellence shall use funds to:
Enhance capacity.

Enhance infrastructure.

Leverage state, federal, and private source funds.
Centers of excellence may not use funds to:

Supplant funding for current operations.

Supptant funding for current academic
infrastructure. .

Pay indirect costs.

and Budget Section with annual audits on all funds
distributed to COE (4 years following last receipt of

funds).
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Engrossed Senate Bill No. 2018
{Centers of Excellence Proposed by Senate)

Pay indirect costs.

9. Recipient that is a state institution or nonprofit
university-related foundation shall:

"Provide SBHE detailed documentation of proof of

availability of $2 matching funds for each

$1 COE funds before funds are actually distributed.

First four years shall provide annual report to

Reengrossed Senate Bill No. 2032, Second
Engrossment With House Amendments
{Centers of Excellence Proposed by House)

. Commission may not distribute funds to CQE until COE

SBHE, Govemor, and foundation.

provides commission with detailed documentation of:
Private sector participation. A

Availability of $2 matching for each $1 COE funds.

Matching funds may include:
Funds facilitated through the collaboration of the
private - sector participants with other funding
entities. :

Combination of cash and in-kind assets with item-
ized value.

Private sector participation may be established through
equity investments or through contracts for services
with private sector entities.

Commission, SBHE, foundation, and Budget Section

-~ shall give major-consideration to portion- of ‘matching -

funds provided in cash by the private sector.

If COE undergoes change in terms of or assertions
made in its application, commission may withhold all or
portion of funds, pending commission review.
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$485,000 0 $485,000
intaliectual propesty study and repontto | | Expenditures 5B 2032 $B 2018 (Sections 10 and 43}
lagislative councll $50,000 $50,000 general fund $50,000 general fund, discretionary
Economic development incentives study 'E.pendmm 58 2032 :OA)MPI‘WMSBZOM(SOM
and report to lsgisiative councll $30,000 $30,000 genaral fund $30,000 fund, d ;
; Son 12720/04 Fiscal Nots for SB 2032
3 500317103 Fiscal Note for SB 2032
. See 2/17/05 Fiscal Nots for SB 2018
The Trade Promation Authority was originally authorized 1.5 FTE positions in SB 2032. The 1.5 FTE are not included in the curment veraions of
wsithar SB 2018 or 5B 2032
s The image information program and the business hotline program were oniginally suthorized one full-time equivalent (FTE) poation to be shared
" betwoon the programs in SB 2032. The FTE s not Included in the cumment versions of sither SB 2018 or 58 2022,

awnn theauah Aitndinn was nisnad in SR 2018

ERROR - Authorizing languags removed from SB 2032 to be placad inta SB 2016, except authorizing language failed to be placad in SB 2018




Invenﬁy_sgp{_g\agglnm Congress Initlatives in S8 2018

2.5 million general fund

[Centers of Excelience Sechions 3, 7, 21,33 6nd 3
Trade P tion Authort Sect 19 ;iog.‘_OEO:) - Development Fund
Local economic develope:. okt : $50,000 — general fund,
certification ram and report Sections 10, 22, and 37 . discrationary
Stata ite . 0, — general fund to OMB
S procsme v 8 0 [ cociom 20000 [Nl
'rl;:l'getadm't industries study and Sections 10 and 24 zfsségoﬁ?: ; ag;ﬂe.ml fund,
. $50,000 — general fund,
Image information program and | gections 10, 25, and 39 discretionary
report : No FTE
$230,000 — general fund,
Business hotline and report to .
legislative cou nil Sections 10, 26, and 40 :l:uF?éonary
Revenues
m“m‘ investmenttax | gections 27 through 32 and 41 | (§250,000 FY 05)

! — ($5,000,000 05-07)
mmy cimate maﬂative. and | gactions 10 and 35 zim rTag“e’nr)gralfund.
Era':orl:;n:nufaauling INMatves | soctions 10, 34, and'42) z:soge (:i?:?\ ;- l_;?eu'uaral fund,
lnt:cl.!;ch.lal property studyand | goetinng 10 and 4 :50000 —general fund,
report .. - iscrationary
Economic development . . $30,000 — general fund,
incentives smd'\i.g:l?! report Sections 10 (funding oniy) discretionary

lnvenj;oq_qf-Buaél_w;Qongreu Initiatives Remalning in SB 2032

Venture and risk capital Sections 1 through 3 $0
Repeal of ventura.capital
comporations and Myron G. Sections 7 through 8 $0
Netson funds i
Venture.and risk capital study Sections 10 and 11 $0
Cooparative work experience ! .
ram and report - .. Eliminated from SB 2032 Eliminated from $B 2032
Horth Dakota American Indian $129.272
business development office of Sactions 5, 12, and 16 TFTE
ED&F andrepdit
Trade profiotion atithority Sections 4 and 8 E‘;"g.':fg;" sB2018
Technology commercialization | sections 13 and 17 $50,000
insurance and liability study Sections 14 and 19 $43,750
Transportaﬁon _st_;ut'iyf [ Sections 15 an_d,18 53485.000




DEPARTMENT OF COMMERCE TESTIMONY ON SB 2032
JANUARY 26, 2005, 8:30 A.M.
‘ . SENATE INDUSTRY, BUSINESS, AND LABOR COMMITTEE
ROOSEVELT PARK ROOM
SENATOR DUANE MUTCH, CHAIRMAN

LEE PETERSON — COMMISSIONER, ND DEPARTMENT OF COMMERCE
e

Mr. Chairman and members of the committee, good morning. I am Lee Peterson, Commissioner
of the North Dakota Department of Commerce and I am here before your committee today in
support of Senate Bill 2032. This bill is a direct result of the Business Congress which was
carried out by the Interim Economic Development Committee. A great deal of hard work and
collaboration on a number of fronts went into the development of this important bill.

Four years ago, we began to fundamentally change the way North Dakota pursues economic
development. You enacted legislation that created the Department of Commerce, with the intent
to marshal all of our state’s resources into one common effort and goal: Improving the lives of
all North Dakotans.

Here at the Department of Commerce, we partner with the private sector and work closely with
local and regional developers across the state. Our partners are many and varied, including local
convention and visitors bureaus, private businesses, local community action agencies, city and
county governments, volunteer and professional developers, and our colleges and universities.

o Mr. Chairman and members of the committee, what we are doing here at the Department of
Commerce is working — and it shows:

e According to the latest statistics from the State Data Center, North Dakota’s population
is growing for the first time since 1996. And we are growing in the 24 to 64-year-old
age group, a demographic critical to our economic vitality. (State Data Center and U.S.
Census Bureau)

e We are stemming the flow of outmigration. In fact, some of our native sons and
daughters are returning home to North Dakota because of new and better opportunities
here. (State Data Center)

o For 2003, the most recent year for which we have statistics, North Dakota led the nation
in per capita personal income growth and was second in wage growth. In fact, North
Dakota was the only state in the nation in 2003 to show both an increase in personal
income and a decrease in poverty. (Bureau of Economic Analysis and US Census
Bureau)

» North Dakota gained jobs while most states, including other states in this region,
lost jobs. We added thousands of new jobs while the rest of the country struggled
through a recession. In fact, Job Service North Dakota reported that North Dakota had an
increase of more than 7,000 jobs in the second quarter of 2004 compared to the same
quarter last year. (Job Service ND)

e Our average annual wage increased from $23,750 in 1999 to $27,629 in 2003...an

o increase of 16%. (Job Service ND)
e North Dakota also gained more than 500 new businesses in 2003 alone.

(Job Service of ND)
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These are just a few of the many measurements of the success we have seen, and they show the
positive difference we are making on a variety of levels. Together with local developers and
forward-thinking private sector participants, the North Dakota Department of Commerce can
show that our efforts are paying off. North Dakotans are enjoying a better quality of life.

And our economic growth has provided the resources we need to invest in our future and take
our economic development efforts to the next level. We are growing and the future is nipe with
new possibilities. Senate Bill 2032 will help take us to that next level and lead us to those new
possibilities.

Senate Bill 2032, developed by the Interim Economic Development Committee, through the
Business Congress, and in close collaboration with the Department of Commerce, is designed to
further enhance our economic development efforts. The bill combines a number of important
initiatives including:

¢ Providing for $10 million in much needed venture capital.

Creating an image information program that will help to better communicate the great
things that are happening in North Dakota.

e Establishing a “Business Hotline” that will provide prospective companies both in North
Dakota and elsewhere with practical information about our state’s outstanding business
climate.

e Establishing a North Dakota American Indian Business Development Office to help
develop more Native American enterprises, both on and off the reservations.

e Creating a professional development certification program for local economic developers
to further support cities, counties, reservations and regional communities in their
economic development efforts.

e Establishing a procurement information Web site, where potential vendors of products
and services can find opportunities to secure state business.

e Providing for a business climate study to be conducted by the Legislative Council and the
Department of Commerce, and requiring the department to identify target industries and
report these targets to the Legislative Council.

e Revising the investment tax credits for small business to support the kinds of
entrepreneurial activities that produce new wealth and new opportunities for our people.

» Enhancing the existing Centers of Excellence program that has been and continues to be
successful.

Before I turn it over to others who are here today to discuss Centers of Excellence, let me first
say a few words about why this initiative is so important to the future of our state. Centers of
Excellence are partnerships between higher education, the State and private business to create
engines of economic development on and around our university and college campuses —
economic engines that will be the fuel to ignite our state’s economy into the future and result in
more career opportunities for us and our young people.

Centers of Excellence represent a significant force for future economic growth in North Dakota
and they lay the foundation for the kind of business climate that will move our state and our
people toward an even brighter future.
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I ask each of you to help us achieve the goal of improving the quality of life for the people of
North Dakota by committing to Centers of Excellence. We need to have resources in place so
O that great research and great ideas can realize their true potential and become great initiatives,
great businesses, and great industries — here in North Dakota no matter where they.originate
across the state.

We have made great strides over the last four years, yet there is still more work to do. Our vision
for the future is to provide a better quality of life for everyone who chooses to call North Dakota
their home.

Now is the time to move North Dakota’s economy forward and bring more opportunity to our
citizens. The tools contained in Senate Bill 2032 afford us the chance to take our economic
development efforts to a higher level. Together we can and will continue to succeed in
advancing our state’s economy and making North Dakota an even better place to live, work,
play, be in business, and raise a family.

Thank you for your time and attention this morning and I once again urge your support of Senate
Biil 2032. 1 will be glad to answer any questions you may have at this time.
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DEPARTMENT OF COMMERCE TESTIMONY ON SB 2032 ‘(
MARCH 14, 2005, 8:00 A.M. 4f ¢
HoUSE INDUSTRY, BUSINESS, AND LABOR COMMITTEE 0&“
PEACE GARDEN ROOM o
REPRESENTATIVE GEORGE KEISER, CHAIRMAN 5 y’/

kl

Mr. Chairman and members of the committee, good moming. 1 am Lee Peterson,
Commissioner of the North Dakota Department of Commerce and I am here before your
committee today in support of what remains in SB 2032, the business initiative legislation
that was developed through the hard work and collaboration of the Interim Economic
Development Committee.

LEE PETERSON — COMMISSIONER, ND DEPARTMENT OF COMMERCE

Four years ago, we began to fundamentally change the way North Dakota carries out
economic development. You enacted legislation to create the Department of Commerce
to marshal all of our state’s resources into one common effort and goal.

We partner with the private sector and work closely with local and regional developers
across North Dakota. Our partners are many and varied, including local convention and
visitors bureaus, private businesses, local community action agencies, city and county
governments, volunteer and professional developers and our colleges and universities.

What remains in Senate Bill 2032, developed by the Interim Economic Development
Committee in close collaboration with the Department of Commerce, is designed to
further enhance our economic development efforts. Before I address the specific
initiatives contained in the bill, let me briefly trace the course of the legislation up to this
point for you.

The original version of SB 2032 that was introduced contained additional initiatives
specific to the Department of Commerce, including Centers of Excellence, which had
funding attached to them. After SB 2032 was heard by the Senate IBL committee it was
re-referred to Senate Appropriations and reviewed in tandem with our agency
appropriation, SB 2018. It was during that time that a majority of the initiatives specific
to the Department of Commerce, including Centers of Excellence, were removed from
SB 2032 and amended into our agency appropriation, along with some of the associated
funding. The initiatives amended into our agency appropriation include:

Target industry identification and report
Image information program

Business hotline program

Local economic developer certification and training program
Dakota manufacturing initiative

Intellectual property rights study and report
Economic development incentives study and report




‘ Senate Appropriations also included in our agency appropriation pass through funding for
. the Office of Management and Budget to create a state procurement web site.

The remaining initiatives left in current version of SB 2032 that impact the Department of

Commerce are also very important and bring together a number of important business

initiatives. They include:

Providing for $10 million in much needed venture capital.
e Establishing a North Dakota American Indian Business Development Office to
help develop more Native American enterprises, both on and off the reservations.
¢ Establishing the Trade Promotion Authority as a division under the Department of
Commerce while still allowing the department to contract outside the department
for the services.

However, the current version of SB 2032 does not include the necessary funding or
staffing to accomplish the initiatives contained in the bill. Although we support the
initiatives that remain in SB 2032, our resources are limited. We can only be expected to
do so much. If we are expected to establish the North Dakota American Indian Business
Development Office within the Department of Commerce, we will need the funding and
staffing to do it.

We have made great strides in the past four years and there is still more work to do. Our
. vision for the future is to provide a better quality of life for gveryone who chooses to call

North Dakota their home.

Now is the time to take advantage of the opportunities before us to move North Dakota’s
economy forward and bring more opportunity to our citizens. We have a golden
opportunity to take our economic development efforts to a higher level through the tools
contained in SB 2032. These are opportunities that may never come again. Together we
can and will continue to succeed in advancing our state’s economy and making North
Dakota an even better place to live, go to school, to work, to play, to be in business, and
to raise a family.

Thank you for your time and attention this morning and I once again urge your support of
SB 2032, provided adequate funding and staffing is made available. I will be glad to
answer any questions you may have at this time.




DEPARTMENT OF COMMERCE TESTIMONY ON SB 2032
MARCH 21, 2005, 2:00 P.M.
HOUSE APPROPRIATIONS, GOVERNMENT PERFORMANCE SUB-COMMITTEE
BRYNHILD HAUGLAND ROOM
REPRESENTATIVE AL CARLSON, CHAIRMAN

LEE PETERSON — COMMISSIONER, ND DEPARTMENT OF COMMERCE

The Department of Commerce supports what remains in SB 2032, the business initiative
legislation that was developed through the hard work and collaboration of the Interim
Economic Development Commitiee.

Four years ago, we began to fundamentally change the way North Dakota carries out
economic development. You enacted legislation to create the Department of Commerce
to marshal all of our state’s resources into one common effort and goal.

We partner with the private sector and work closely with local and regional developers
across North Dakota. Our partners are many and varied, including local convention and
visitors bureaus, private businesses, local community action agencies, city and county
governments, volunteer and professional developers and our colleges and universities.

What remains in Senate Bill 2032, developed by the Interim Economic Development
Committee in close collaboration with the Department of Commerce, is designed to
further enhance our economic development efforts. Before I address the specific
initiatives contained in the bill, let me briefly trace the course of the legislation up to this
point for you.

The original version of SB 2032 that was introduced contained additional initiatives
specific to the Department of Commerce, including Centers of Excellence, which had
funding attached to them. After SB 2032 was heard by the Senate IBL committee it was
re-referred to Senate Appropriations and reviewed in tandem with our agency
appropriation bill, SB 2018. It was during that time that a majority of the initiatives
specific to the Department of Commerce, including Centers of Excellence, were removed
from SB 2032 and amended into our agency appropriation, along with some of the
associated funding. The initiatives amended into our agency appropriation include:

Target industry identification and report

Image information program

Business hotline program

Local economic developer certification and training program
Dakota manufacturing initiative

Intellectual property rights study and report

Economic development incentives study and report




Senate Appropriations also included in our agency appropriation funding to the Office of
Management and Budget for the creation of a state procurement web site and to study the
state’s procurement process.

The remaining initiatives left in the current version of SB 2032 that impact the
Department of Commerce are also very important and bring together a number of
important business initiatives. They include:

¢ Providing up to $10 million in much needed venture capital.

o Establishing a North Dakota American Indian Business Development Office to
help develop more Native American enterprises, both on and off the reservations.

o Establishing the Trade Promotion Authority as a division under the Department of
Commerce while still allowing the department to contract outside the department
for the services.

We have made great strides in the past four years and there is still more work to do. Our
vision for the future is to provide a better quality of life for everyone who chooses to call
North Dakota their home.

Now is the time to take advantage of the opportunities before us to move North Dakota’s
economy forward and bring more opportunity to our citizens. We have a golden
opportunity to take our economic development efforts to a higher level through the tools
contained in SB 2032. Together we can and will continue to succeed in advancing our
state’s economy and making North Dakota an even better place to live, go to school, to
work, to play, to be in business, and to raise a family.

I once again urge your support of SB 2032, provided adequate funding and staffing is
made available, as shown in by the second engrossment of SB 2032, with the
amendments from the House.




Testimony
SB 2032

Industry, Business, and Industry Committee
Duane Mutch, Chairman
January 26, 2005

Chairman Mutch and members of the Committee, my name is Linda Belisle. Iam the director
of the Central Services Division of OMB. I’m here to discuss Sections 9, 37, and 41 of this
bill, which will be implemented and administered by the State Procurement Office of Central

Services.

Section 9 allows for State bidding opportunities to be posted on an Internet website that is
developed and maintained by OMB. We envision this website to be all-inclusive in that it
would not be limited to only those procurements done by personnel in the State Procurement
Office. It would include bidding opportunities for commodities and services by agencies that
have delegated authority to do their own procurements as well as those commodities and
services that are exempt from the requirements of the procurement chapter (NDCC 54-44.4).
We further envision the link to the website would be on the State’s home page, making it very
easy for vendors to find those bidding opportunities.

Section 37 requires OMB to perform a study to determine the most effective manner in which a
one-stop procurement assistance center could be established in North Dakota. Our vision for a
center would be one place for vendors to get assistance in getting state contracts, including
outreach efforts to locate vendors, assistance with the vendor registration process, and
assistance with completing a response to a bid document. The study will research the best
model for the State to adopt by coordinating our efforts with the Small Business Administration
who currently operates several business development centers in the state and with the
Procurement Technical Assistance Centers (PTACs) in other states. We would want to
investigate sources of funding; for example, matching funds from the Department of Defense
may be available.

Section 41 allows for an appropriation of $150,000 to fund the study and for an additional FTE
to be housed in the State Procurement Office.

This concludes my testimony. I would be happy to answer any questions you may have.
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Testimony
SB 2032

Senate Appropriations Committee
Senator Ray Holmberg, Chairman
February 9, 2005

Chairman Holmberg and members of the Committee, my name is Linda Belisle. I am the
director of the Central Services Division of OMB. I’m here to discuss Sections 9, 37, and 41 of
this bill, which will be implemented and administered by the State Procurement Office of

Central Services.

Section 9 allows for State bidding opportunities to be posted on an Internet website that is
developed and maintained by OMB. We envision this website to be all-inclusive in that it
would not be limited to only those procurements done by personnel in the State Procurement
Office. It would include bidding opportunities for commodities and services by agencies that
have delegated authority to do their own procurements as well as those commodities and
services that are exempt from the requirements of the procurement chapter (NDCC 54-44.4).
We further envision the link to the website would be on the State’s home page, making it very
easy for vendors to find those bidding opportunities.

Section 37 requires OMB to perform a study to determine the most effective manner in which a
one-stop procurement assistance center could be established in North Dakota. Our vision for a
center would be one place for vendors to get assistance in getting state contracts, including
outreach efforts to locate vendors, assistance with the vendor registration process, and
assistance with completing a response to a bid document. The study wiil research the best
model for the State to adopt by coordinating our efforts with the Small Business Administration
who currently operates several business development centers in the state and with the
Procurement Technical Assistance Centers (PTACs) in other states. We would want to
investigate sources of funding; for example, matching funds from the Department of Defense

may be available.

Section 41 allows for an appropriation of $150,000 to fund the study and for an additional FTE
to be housed in the State Procurement Office. There are currently 5 full time employees in the
State Procurement Office that have oversight of $335 million of the State’s spend on
commodities and services as well as responsibility for managing and maintaining the
PeopleSoft vendor database, which is shared by state agencies and the colleges and universities.
This appropriation is necessary if the State Procurement Office is to accomplish the
requirements of Sections 9 and 37 of the bill.

This concludes my testimony. I would be happy to answer any questions you may have.



Senate Industry Business and Labor Committee
Testimony on SB 2032
Sections 5 and 28
Cooperative Work Experience Programs
Wednesday, January 26, 2005

Mr. Chairman, my name is Wayne Kutzer, Director of the Department of Career and
Technical Education. Providing students with real world work experiences —
Cooperative Work Experiences (CWE) will best happen by making the business student
connection at the local level. We currently have about 900 students in CWE programs
across the state but the major hurdle in creating more opportunities for students is the
time needed to coordinate those activities at the local level. Not included in this
legislation is funding for the project. It would require substantial funding to fund
positions at every school. In ND we have had success with partnerships or consortiums of
schools working together.

A funding level of $2 million for the biennium would enable 30 - $30,000 yearly grants
to schools to fund partial positions requiring the schools to also participate in the funding.
Naturally more funding would enable larger grants or more grants. Schools could use the
funding to free up teacher time during the day or hire a lay person, maybe in conjunction
with a local chamber or business group.

When STW was operating in the state there were 29 partnerships or consortiums across
the state with a funding level of $3 to $5 million per year. I think this could be a model
in terms of program delivery.

A key to the entire pfocess/program is statewide coordination which would mean a FTE
to manage it. Funding for that position would be $120,000 to $150,000 per biennium.

With the network of CTE programs across the state and a CWE position available to a
consortium of schools I think the project is very workable. The key is funding, which
amounts to time that a teacher or coordinator would have to work with businesses to set
up work experience for students.




Senate Appropriations
Testimony on SB 2032
Sections 5 and 28
“Cooperative Work Experience Programs”
Wednesday, February 9, 2005

Mr. Chairman and members of the committee, my name is Wayne Kutzer, Director of the
Department of Career and Technical Education. Section 5 of this bill, though short,
looks to our agency to administer a Cooperative Work Experience (CWE) program.
What it doesn’t do is provide for any funding to accomplish it.

Cooperative Work Experiences (CWE) is not a new concept. It provides students with

_ real world work experiences that connect students and the education they are receiving to
businesses in their local community. It is a planned activity between the instructor and
the business person, with goals and learning objectives for the student. It was a major
component in all of Career and Technical Education, but starting back in the 70°s, as
budgets became tighter, schools cut CWE coordinator positions, both full time and part-
time. That doesn’t mean that CWEs are a thing of the past, we currently have about 900
students enrolled in CWE programs across the state but the major hurdle in creating more
opportunities for students is the time needed to coordinate those activities at the local
level.

As I mentioned, this legislation does not include any funding for the project. It would
require substantial funding to fund positions at every school, but in ND we have had
success with partnerships or consortiums of schools working together.

The fiscal note that is attached to this bill indicates a funding level of $2 million for the
biennium which would provide 30 school partnerships - $30,000 yearly grants to fund
partial positions requiring the schools to also participate in the funding. This model of
delivery was used when the School-to-Work program funding was available. When STW
was operating in the state there were 29 partnerships or consortiums across the state with
a funding level of $3 to $5 million per year. Schools could use the funding to free up
teacher time during the day or hire a lay person, maybe in conjunction with a local
chamber or business group.

Other delivery models that would have lower fiscal impact would be to align the grants
with the Joint Powers Agreement partnerships that schools have formed bringing the cost
to $500,000 for the biennium. That would allow for a potential 8 JPA’s at $30,000 per
year with some dollars for statewide coordination activities.

With the network of CTE programs across the state and a CWE position available to a
consortium of schools, the project is very workable and will provide students with real
world work experiences.

But the key is funding, if no funding is tied to this section of the bill I would ask that you
reconsider section 5 and 28 of the bill.
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Student Loan Trust Summary

~ Backaround
In 197+the Legislature authorized the Industrial Commission to *acquire and
hold in one or more trusts [1] all unpaid United States government
guaranteed or reinsured student foans and [2] North Dakota guaranteed
student loans, bélong to the state of North Dakota or to any of its agencies . .
" (NDCC 54-17-24. See dlso NDCC 54-17-25). The creation of the North
Dakota Student Loan Trust enabled the State of North Dakota to obtain low
cost funds (through the sale of tax-exempt bonds) and use those funds for
purchasing student loans originated or acquired by fhe Bank of North o
T Dakota. Since 1971 the Industrial Commission has issued over $900,000,000 in
4B student loans bonds. The Student Loan Trust had just over $148 million in
. ' bonds outstanding as of December 31, 2004.

Structure of the Trust , .

The Student Lodn Trust is composed of funds held under two General Bond
Resolutions—the 1979 Resolution and the 1996 Resolution. These General
Bond Resolutions determine the use and flow of funds within the Student Loan
Trust and each Resolution must stand-on its own. Because we have
outstanding bonds in excess of $122 million in the 1996 Resolution we are
fimited fo the amount of dollars we can withdraw from the 1996 Resolution.

Student Loan Trust Status and Future Earnings Potentidil
The Student Loan Trust Resolutions have a combined surplus of approximately
$45 million as of December 31, 2004

o $26 million in the 1979 Resolution

» $19 million in the 1996 Resolution

. The Industrial Commiission could access 100% of the surplus immediately by
having the Bank repurchase ali of the loans in the Trust and paying off or
defeasing the remaining outstanding bonds. However, this is not
recommended by the Trust as the Trust, under current federal law, has the

. ability to earn a 9.5% return for the State on over $113 million of student loans.

Karlene K. Fine, Executive Director and Secretary
State Capitol, 14th Floor - 600 E Boulevard Ave Dept 405 - Bismarck, ND 58505-0840
E-Mail: kfine@state.nd.us
Phone: {701) 328-3722 FAX: (701) 328-2820
“Your Gateway to North Dakota”: discovernd.com
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Under current market conditions and federal laws and the passage of House
Bill 1153 which includes a $9 million transfer {transfer to take place at the end
of the 05-07 bienniumj, the Trust can expect to earn approximately $6.3
million for the 05-07 biennium*

e $4.1 million in the 1979 Resolution

o  $2.2 millionin the 1996 Resolution

*The transfer of the $9 million at the end of the 05-07 biennium and any future
fransfers will impact the Trust’s earnings in future biennia.

To access the earnings in the 1996 Resolution requires the consent of Ambac
at the time of each withdrawal from the Trust. (Ambac is the insurér on the
bonds held in the 1996 Resolution and in essence represents the
bondholders.) Ambac will require current cash flows at the time of edch
“withdrawal request. it is likely that Ambdc would consent to & withdrawal
each biennium equal to the net earnings for the prior two years, bu’r Amboc
will not make a commitment in advance.

There are several factors which could reduce the future earnings of the Trust:

e Congress could at anytime pass a law prohibiting the recycling of 9.5%
loans which would greatly reduce future earnings of both of the
Resolutions in the Trust.

¢ Anylime that the Industrial Commission withdraws more than an
amount equal to biennial earnings of the Trust, the future earnings
potential of the Trust is diminished :

e Future earnings of the 1979 Resolution will be reduced as short term
interest rdtes paid to the Bank on the residual bonds {Libor plus 70 basis
points) rise. [Each 1% rise in Libor will reduce earnings in the Trust by
approximately $480,000 per biennium, up to a maximum reduction of

“$1.2 million per biennium.]

|  , Attached to this Summary is a five-year history of the income, transfers and

" balances for the Trust by Resolution.

If there are any questions regarding this summary, please feel free to contact
-either KarleneFine, Authorized Officer for the Student Loan Trust, at 328-3722
or Edward Sather, Senior Vice President — Treasury Services, Bank of North
Dakota, at 328-5604. '
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Fiscal Year

Beginning Balance
Net Income
Transfers

Ending Balance

Fiscal Year

Beginning Balance
Net Income
Transfers

Ending Balance

Total Net Income

SLT bélances

Student Loan Trust

1979 Resolution

2004 2003

$ 54,248,000 § 52,186,000
$ 2,093,000 $ 2,062,000
$ (30,359,000} 30

2002

60,078,000
1,173,000
(9,065,000)

2001 2000

$ 60,450,000 $ 57,645,000
$ 3,128,000 § 2,805,000
$ (3,500,000) $0

$ 25,982,000 $§ 54,248,000

R & A

52,186,000

1996 Resolution

2004 2003

2002

$ 18,026,000 § 16,637,000 $ 14,337,000
$ 2,211,000 $ 1,389,000 $ 2,300,000

$ 60,078,000 $ 60,450,000

2001 2000

$ 13,264,000 $ 11,542,000
$ 1,073,000 $ 1,722,000

$ 20,237,000 $ 18,026,000 $ 16,637,000

$4,304,000  $3,451,000

$3,473,000

§ 14.337.000 § 13,264,000

$4,201,000 $4,527,000
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Chairman Mutch and Committee Members, my name is Tex Hall and
I am the Chairman of the Mandan, Hidatsa & Arikara Nation. Thank you

for allowing me to testify before you today.

Senate Bill 2032 promotes economic development in the State of
North Dakota ~ including economic development on North Dakota’s Indian
Reservations. Section 7 of the Bill spemﬁcally amends Section 54-34.3-06
of the North Dakota Century Code to require the North Dakota American
Indian Business Development Office to assist Tribal and Indian-owned
businesses and to “provide services to assist in the formation of partnerships
between American Indian and non-American Indian businesses.” The
Mandan, Hidatsa and Arikara Nation supports Senate Bill 2032 and is
especially supportive of the language in Section 7 which promotes
partnerships between Indian and non-Indian businesses.

As all of you know, the unemployment rates on North Dakota’s Indian
Reservation soars over the State’s unemployment rate. The assistance the
State and the Tribes provide to the unemployed is a great burden to our
governments. Thus, it would serve the interests of both the State and the
North Dakota Tribes to explore and create opportunities for Indian and non-
Indian businesses to partner together for their mutual benefit. In doing so,
they will create jobs throughout the State and our unemployment rates
should diminish.

The Mandan, Hidatsa, and Arikara Nation has seven corporations that
are looking for ways to create business both on and off of our Reservation.
Two of these companies have obtained 8(a) status from the United States
Small Business Administration. These companies would jump at the
opportunity to work with a North Dakota business in the SBA’s Mentor-
Protégé Program. Senate Bill 2032 would allow the North Dakota American




Indian Business Development Office to explore and facilitate these types of
partnership opportunities.

Again, developing these business relationships would be good for all
of us. Thus, I urge this committee to recommend a DO PASS on SB 2032.

.Although the Mandan, Hidatsa and Arikara Nation supports SB 2032,
we do not believe that it goes far enough. We encourage the North Dakota
to develop and pass legislation during the 59 Assembly that would further
promote business relationships between Indian and non-Indian companies.
It is time for North Dakota’s legislature to pass laws that will enable Indian
or tribally owned companies to access capital like any other corporation in
the State of North Dakota. The North Dakota Tribes stand ready to work
with you in developing laws that will address any concerns that lending
institutions or non-Indian owned business may have when partnering with
Indian or tribally owned companies.

Again, thank you for allowing me to testify.
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Testimony on SB 2032 and Proposed Amendment re Job-Mentoring Program

Hau Chairman Mutch and members of the Committee. For the record, my name is Carol
Two Eagle, and I come before you today in favor of SB2032, but with an amendment
regarding creation of a job-mentoring program for the North Dakota Youth Correctional
Center that I and others believe would significantly reduce recidivism there.

As you know, I am a Sun Dancer, and so, a Pipe Carrier. This means | am a spiritual
person of my People - and of all People. I am the woman who Dances The Four Winds,
which is a prayer to heal the sacred hoop of the world. It was brought to me by Elders of 7
Nations. Only one woman Dances this prayer at any given time. It is no lark. If any part
of the sacred hoop ever needed healing, it is the part that deals with rehabilitation of our
youth in “correctional institutions” such as NDYCC.

I had hoped to bring you letters from the young people at the NDYCC, both males and
females, containing their thoughts regarding education and career-oriented training that
they believe would significantly reduce recidivism. Some of the young people in'the
NDYCC have told me they returned there as many as 6 times. Not because the place is so
much fun - it isn’t - but because, they say, they have been so brow-beaten there, they felt
they had no hope of a better life “on the outside”. In people under the age of 21 years, 1
find this especially heart-breaking to hear. It shouts that the techniques currently used at
the NDYCC do not do anything to rehabilitate and correct the attitudes of the young
people who end up there - if anything, they make them worse. Every one of you knows
the truth of the teaching, “Attitude is everything”.

About noon yesterday, I got a voice mail from someone in the administration of the
NDYCC who saidg'we cannot allow unauthorized and unscreened letters from the
inmates of the NDYCC to go to anyone, including the Legislature about conditions or
happenings at NDYCC”. Why not?!, 1 wonder. What is the administration of the
NDYCC hiding, I wonder? I hope you join me in so wondering. One thing is certain,
there is no productive orientation or job-mentoring program there now, and it is needed.

Moreover, there is the matter of violation of the Constitutional Rights of these youth -
especially those 18 & over. I asked 2 good attorneys about this, and both said they believe
I am right - that this action by the administration of NDYCC is Un-constitutional, it
violates the Rights of the youth there. One of them pointed out that the youth in the
NDYCC are not “inmates”. They are not “imprisoned”, under the law. They are there for

correction of behavior such as drug use, but they have not committed crimes in the sense

that adults have and they are not technically ‘prisoners’.

I have hired and fired for over 25 years. | know and trust my own judgment regarding
people and conditions when I see them. No one thinks for me, & [ am no bleeding heart.

Here are some examples [ have been told, or have seen to be true: (1) a member of the
local oversight committee of the NDYCC told me that whoever from Ressler Chevrolet in
Mandan is on the oversight committee told the teachers of auto mechanics and shop at



NDYCC, “Don’t teach those kids too much, or anything that will let them take any
business away from us at Ressler or we'll see that you are fired”.

Ressler Chevrolet is a large business; not a struggling one. This is outrageous! Instead
of seeing those youth as a threat to Ressler’s already considerable prosperity, they should
have come up with a job-mentoring program so those young people would have
constructive, productive jobs to go to when they get out. Such jobs are a major
consideration in reducing recidivism. They promote pride of accomplishment; which
always favors independence and not returning to “correctional institutions”. You need to
address this during this Session; change the law so that this kind of thinking and
instruction stop hindering the youth & instead actively help them turn their lives around.

(2) That several members of the staff intentionally confront the youth “often” and
endeavor to put the youth in positions where they will break some rule, so the staffer
can punish the youth. This is not good practice and it does not correct any previous
attitude that caused the youth to enter the NDYCC. It certainly does nothing to
reduce recidivism!

(3) That it is common for staffers to tell the youth that they are “losers” and that they
“can never be trusted again, because you have been in here”. There is no justification
for this kind of attitude or behavior on the part of staff, and the youth tell me that the
administration is fully aware of it. | have also heard from some staff that the
administration is fully aware of this.

(4) Two staff told me that the staff and the youth were “disciplined” for a week by having
coffee or juice taken away, because some staff used an ‘unauthorized’ topping on a
snack and ‘administration’ found out about it. The youth had nothing to do with it -
vet they were punished in this childish manner. For that matter, this shows that
treatment of staff is not professional. If staff are treated so unprofessionally, the
youth the Center is supposed to serve and help will not be treated better.

(5) There are complaints of racist remarks and attitudes among some staff, and I have
seen and heard evidence of this myself. If you want specifics, feel free to ask me, and 1
will tell you. Not all of them belong before this Committee from the perspective of
this Bill, but all of them belong before this Session of the Legislature. There is a
disproportionate number of Indian youth in the NDYCC compared to our
percentage of the general population of North Dakota.

All of which underscore the huge need for major changes at NDYCC, including a job-

mentoring program there. g"hw E Yoy EVER SEEN ATTITUDE [MPROVE ﬁ'&f CAUSE

OF CoNTinuous TPUNTSHMBNT 7

One suggestion from the young people, for improving conditions that I find both
wonderful in itself and stunning that it does not already exist is “We think there should
be anger-management classes for everyone here - students and staff alike. There currently
are none.” One young man suggested that anger-management classes should also be in
high schools, “because we teens have so much anger anyway, especially those of us who
have been abused in any way”.

Considering that most of the youth I have met in the NDYCC relate tales of abuse of
one kind or another by parents or step-parents or ‘significant others’ of a parent, this
suggestion has great merit.




Angry people do not do as much work, nor do they do as good quality work. Anger
that interferes with everyday living is an evil, consuming thing that destroys lives. This
Bill is about improving the lives of our youth, and so is this suggestion.

Another suggestion I think is excellent is that there should be a half-way house for the
youth coming out of NDYCC, tied to a job-mentoring program, “so that we don’t go
through culture-shock so bad when we leave here”. This young man said he went through
culture shock when he entered the NDYCC, and again when he left, and he was not
oriented to productive independent living while he was at NDYCC. “It was all about
punishment”, he said. He is on his second trip through. He believes this culture shock is
greatly reducible, and so do 1. Establishment of a halfway house would enable these
young people to go from the rigidity of “inside” NDYCC to “regular life” in a step-wise
manner, including going to and from jobs from a job-mentoring program. In the long
run, it would be far more cost-effective than building more “correctional facilities”. It
would aid in producing productive citizens, instead of more fodder for the prison system.
This is truly a win-win idea also. '

While there are sometimes valid concerns about young people hurting themselves with
sharp objects, and it is true that occasionally some of the youth in the NDYCC need to be
watched to prevent injury, I have found that the majority of these young people “want
reasons for what (they) are told to do, rather than being expected to jump on command,
like trained animals”, as several of them put it to me.

Virtually every young person who told me their concerns over the past 7 or 8 months
has said, “The staff members all have a huge need for sensitivity training, and for training
in the needs of us as human beings. We generally feel as if we are viewed as some kind of
animals, and some of them tell us that is what we are. And we need job training!”

Senators, | find it outrageous that young people would see themselves as treated this
way. Worse, | have heard it with my own ears and seen it with my own eyes. A massive
change is needed in the way the young people in the NDYCC are treated, and viewed, by
the administration and the staff of the Center. Incorporation of the suggestions of the
young people that I have related here, and the proposed job-mentoring program outlined
in my Amendment, would make great beginning strides toward effecting that change.

Thank you for hearing me in a good way now. Mitakuye oiasin (We are all related.)

Proposed Amendment(s) to SB 2032

Pg. 15, line 29, insert after ‘schools’, “including the North Dakota Youth Correctional
Center” ;
Pg. 15, line 31, insert after ‘section’, “excepting the North Dakota Youth Correctional |
Center, which shall always be eligible forthese funds and equipment”; A PrRePoglieAt S HARE oF
Pg. 16, line 3, insert after the word ‘programs’,"except for the North Dakota Youth
Correctional Center, which shall use the funds it receives to do all of these things, in order
to reduce recidivism at the NDYCC”.

This section now reads (Pg. 15, Line 27 through Pg. 16, Line 6, after reenumbering) :
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31

Cooperative work experience program. The department shall
administer a

Cooperative work experience grant program to provide funds to a
school or a consortium of

S¢hools, including the North Dakota Youth Correctional Center, for
the purpose of supporting local

work experience programs that provide innovative strategies to enhance
real world, on-the-job, cooperative work

experiences for students in this state. The department shall establish
eligibility criteria for funds

Pg. 16, Line 1 under this section, excepting the North Dakota Youth Correctional
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Center, which shall always be
eligible for a proportional share of these funds and equipment. A

recipient of funds under this

section may use the funds to fund a program coordinator position or to
fund the local

program, which may include internships, one-the-job training, school-
to-work activities, business programs,

and a job-mentoring program, except for the North Dakota Youth
Correctional Center, which shall

use the funds it receives to do all of these things, in order to reduce
recidivism at the NDYCC,




