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Explanation or reason for introduction of bill/resolution: 

Relating to loans for political subdivisions. 

Minutes: 

Vice Chairman Hatlestad: Opened the hearing on HB 1191 . 

Chairman Klem in: (Handout #1) Introduced the bill. The intent of the bill is intended to 
correct what might be a typographical error or some issue with who can sign loan agreements 
on behalf of a political subdivision. Discussed the handout #1 . The purpose is to make a 
correction in the existing law. 

Rep. Ertelt: Do all of the office holders listed in the law as signers all be affected by a loan 
agreement? Would they all be stakeholders in a new loan agreement that a political 
subdivision enters into? 

Chairman Klem in: I don't believe any of them are stakeholders. They are a governing board 
of the political subdivision it's the political subdivision that is getting the loan not the individual. 

Rep. Ertelt: Not direct stakeholders but stakeholders on the behalf of the citizens of the 
political subdivision, right? So the loan is being made to the political subdivision and the 
President, the Chairman, the Auditor, Business Manager, Secretary, they should all know 
about the loan agreement, don't you agree? 

Chairman Klemin: In the statutes the way it reads, loan in terms must be authorized by 
resolution of the governing body for the political subdivision. So we have to have the 
governing body of which all of these people listed are members of that governing body, they 
would have to authorize that loan by a resolution to start with . So I think we should assume 
that members of that governing body who authorize the loan are aware of it. This deals with 
who signs the loan agreement. 

Rep. Pyle: When we did a bond issue, I don't ever remember doing a loan but that is one of 
the financial tools that the subdivision can use. It basically usually says the President, the 
Mayor, then the Auditor or Business Manager signs. It is done in a public meeting and there 
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are records, there a minutes. It just cleans it up so everybody knows its authorized and the 
governing body authorizes, whoever it is, to sign on behalf of the political subdivision. 

Rep. Johnson: I serve on a local board and we don't borrow money. So I have never come 
across this before but the political subdivisions auditor, the park district does not have an 
auditor, we have an auditor of the financial statements but that is not who they mean. 
Typically, the only ones to sign documents are the President and a clerk, who is a local 
attorney, not a park district staff member. So I am not sure how this would work for the park 
district because we don't have an auditor? 

Chairman Klemin: You don't have to have an auditor; some other political subdivision may 
have an auditor. But it says, auditor, business ma·nager, secretary or equivalent officer. One 
of those four positions would have to be the second signature. 

Re. Johnson: But your colons suggest that the political subdivision auditor stands alone. 

Chairman Klemin: The colons are being deleted. 

Vice Chairman Hatlestad: All of these people listed are certificated to sign? So you have 
the chairman and then anyone of the other four, they're all authorized to sign? It only takes 
two but, they're authorized to sign? 

Chairman Klemin: It must be signed on behalf of the political subdivision by one from this 
category, president, chairman or equivalent officer. And a second signature by one from the 
second category, auditor, business manager, secretary or equivalent officer. Most likely the 
resolution authorizing the loan agreement will probably specify who does that. 

Vice Chairman Hatlestad: Closed the hearing on HB 1191 . 

Rep. Maragos: Made a do pass motion. 

Rep. Zubke: Second the motion. 

Motion carried yes 14, no 0, absent 1. 

Rep. Johnson: Will carry the bill. 
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Rep. Pyle /' 
Rep. Simons 
Rep. Toman / 
Rep. Zubke / 

Total (Yes) I~ No 
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REPORT OF STANDING COMMITTEE 
HB 1191: Political Subdivisions Committee (Rep. Klemin, Chairman) recommends DO 

PASS (14 YEAS , 0 NAYS, 1 ABSENT AND NOT VOTING). HB 1191 was placed on 
the Eleventh order on the calendar. 
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Explanation or reason for introduction of bill/resolution: 

Relating to loans for political subdivisions 

Minutes: Written testimony #1 Matt Paulson letter to Rep. Klemin 

Chairman Burckhard opened the hearing for HB1191. All senators are present. 

Representative Klemin: District 47 explained the bill and urged a Do Pass on the bill. House 
bill 1191 cleaned up the language to clarify the intent. Mr. Matt Paulson with the Camrud Law 
Firm and he's the one that brought this to my attention . Referenced letter as written testimony 
#1. 

Chairman Burckhard: So basically this is cleanup language. 

Sen. Dotzenrod: Can you fill us in a little on the context on how this came to your attention? 
Was there a specific case that you were working on or one of the subdivisions came to you 
and said this here seems like a lot of signatures. How did it happen that you became aware 
of this? 

Rep. Klemin: Well you have the letter from Mr. Paulson here and it was my understanding 
that he does work with political subdivisions on this type of thing in his law practice in Grand 
Forks. He contacted me as Chairman of the House Political Subdivisions committee to see 
if he would introduce this bill and then after our conversation he wrote me this letter that I 
handed out to you today which explains the rationale for change. That is really all that is to 
it. 

Chairman Burckhard asked for those in favor, opposition or neutral position for HB 1191. 
He then closed the hearing on H B 1191. 

Sen. Anderson moved a Do Pass on HB1191. 
2nd Sen. Kannianen 
Roll call vote: 6-0-0 
Carrier: Senator Anderson 
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REPORT OF STANDING COMMITTEE 
HB 1191: Political Subdivisions Committee (Sen. Burckhard, Chairman) recommends 

DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1191 was placed 
on the Fourteenth order on the calendar. 
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LICENSED TO PRACTICE IN NORTH DAKOTA AND MINNESOTA 

The Honorable Lawrence R. Klemin 
3929 Valley Drive 
Bismarck, ND 58503-1729 

Dear Representative Klemin: 

January 6, 2017 

There is a typographical error in the statute governing political-subdivision borrowing. North Dakota 
Century Code Section 21-13-02 provides, in relevant part, that loan agreements between political 
subdivisions and banks or credit unions "must be signed on behalf of the political subdivision by the 
president, chairman, or equivalent officer; auditor; business manager; and secretary or equivalent officer of 
the political subdivision" (emphasis added). Insertion of the word "and" makes the list conjunctive, which 
suggests four different officials need to sign the loan agreement. I do not believe that is what the legislature 
intended to require. 

Based on my understanding, "auditor," "business manager," and "secretary" are titles for roughly equivalent 
officials. A city, for example, may have an auditor but not have a business manager or a secretary. This 
makes strict compliance with the statute impossible. Additionally, because the list is conjunctive, the phrase 
"or other equivalent officer" does not modify "auditor" or "business manager." Strictly construed, an official 
performing all the duties of an "auditor" or a "business manager" under a different name would not have 
signing authority. 

Further evidence that the list needs to be made disjunctive is found in Section 21-02-02, which governs 
certificates of indebtedness. That section contains almost identical language to that discussed above; 
however, the list is disjunctive-i.e., it requires the certificate of indebtedness to "be signed on behalf of the 
political subdivision by its president or chainnan, or equivalent officer, and also by its auditor, business 
manager or secretary, or equivalent officer" (emphasis added). I can imagine no reason why the signature 
requirements should be different for certificates of indebtedness and bank loans. 

Finally, please note that, in the specific context of cities, contracts are to be signed by the "executive officer" 
and the "auditor or clerk, as the case may be."§ 40-01-06. Correcting the loan-signature requirement would 
make the chapter on political-subdivision borrowing consistent with the chapter of municipal government. 

For the reasons described above, I recommend introducing a bill to revise Section 21 -13-02. I recommend 
the following language: "The loan agreement must be signed on behalf of the political subdivision by its 
president, chainnan, or equivalent officer, and also by the political subdivision's auditor, business manager, 
secretary, or equivalent officer." 
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llank you for your time and attention to this matter, 

Respectfully, 

;yyut~ 
MATT A. PAULSON 
mpaulson@camrudlaw.com 



Darrell E. Larson 
Scott D. Jensen 
Timothy R. Dittus 
Randall S. Hanson 

~Russ J. Melland 
Matt A. Paulson 
Vfegnn J. Flom 
Kyle Markwardt • 
• Lice11sed i11 ND 011/y 

OFFICE MANAGER 
Cathy A. Foy 

J..J-(3 !1.,'. )1 40I DoMu• A'""°•'"'" 500 
fl)~ Post Office Box 5849 Camrud ~-///Grand Forks, ND 58206-5849 

M dd k Telephone: (701) 775-5595 a oc . F~csimilc: (701) 772-3743 Olson & Website: www.camrudlaw com 

TM Larson Ltd. 
Attorneys at Law 

EST. 1932 

PARALEGALS 

Kathy L. Freidig - CP 
Sue L. Schaumburg - CP 

Ashley N. Nelson 
Jodie Hasbrouck-Wagner 

LICENSED TO PRACTICE IN NORTH DAKOTA AND MINNESOTA 

The Honorable Lawrence R. Klemin 
3929 Valley Drive 
Bismarck, ND 58503-1729 

Dear Representative Klemin: 

January 6, 2017 

There is a typographical error in the statute governing political-subdivision borrowing. North Dakota 
Century Code Section 21-13-02 provides, in relevant part, that loan agreements between political 
subdivisions and banks or credit unions "must be signed on behalf of the political subdivision by the 
president, chairman, or equivalent officer; auditor; business manager; and secretary or equivalent officer of 
the political subdivision" (emphasis added). Inse11ion of the word "and" makes the list conjunctive, which 
suggests four different officials need to sign the loan agreement. I do not believe that is what the legislature 
intended to require. 

Based on my understanding, "auditor," "business manager," and "secretary" are titles for roughly equivalent 
officials. A city, for example, may have an auditor but not have a business manager or a secretary. This 
makes strict compliance with the statute impossible. Additionally, because the list is conjunctive, the phrase 
"or other equivalent officer" does not modify "auditor" or "business manager." Strictly construed, an official 
performing all the duties of an "auditor" or a "business manager" under a different name would not have 
signing authority. 

Further evidence that the list needs to be made disjunctive is found in Section 21 -02-02, which governs 
certificates of indebtedness. That section contains almost identical language to that discussed above; 
however, the list is disjunctive-i.e., it requires the certificate of indebtedness to "be signed on behalf of the 
political subdivision by its president or chainnan, or equivalent officer, and also by its auditor, business 
manager or secretary, or equivalent officer" (emphasis added). I can imagine no reason why the signature 
requirements should be different for certificates of indebtedness and bank loans. 

Finally, please note that, in the specific context of cities, contracts are to be signed by the "executive officer" 
and the "auditor or clerk, as the case may be." § 40-01-06. Correcting the loan-signature requirement would 
make the chapter on political-subdivision borrowing consistent with the chapter of municipal government. 

For the reasons described above, I recommend introducing a bill to revise Section 21-13-02. I recommend 
the following language: "The loan agreement must be signed on behalf of the political subdivision by its 

resident, chainnan, or equivalent officer, and also by the political subdivision's auditor, business manager, 
ecretary, or equivalent officer." 
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