
19.1081.01000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1504

1 A. 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.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $(83,000,000) $83,000,000 $(15,000,000) $15,000,000

Expenditures

Appropriations

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

House Bill 1504 creates a legacy earnings fund and calls for a transfer from the general fund if the amount of legacy 
fund earnings transferred to the general fund in accordance with section 26 of article X of the ND Constitution is 
greater than 5% of the four-year average value of the legacy fund.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

HB 1504 calls for a transfer of funds from the general fund to the new legacy earnings fund. This transfer would only 
occur if the earnings from the legacy fund deposited into the general fund in accordance with section 26 of article X 
of the ND Constitution are greater than 5% of the four-year average value of legacy fund assets. The amount of the 
transfer would be equal to the difference between the original transfer of legacy fund earnings into the general fund 
and the calculated 5% average value.

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.

HB 1504 contains an emergency clause which, if passed, would make this new language effective for the legacy 
fund transfer scheduled to occur at the end of the '17-'19 biennium. 

2017-2019 Biennium:
The revised executive forecast for '17-'19 estimates $300M in legacy fund earnings will be transferred to the general 
fund at the end of the biennium. In addition, the average fiscal year-end legacy fund balance for the most recent four 
years is roughly $4.34B. Using 5% of the $4.34B ($217M), and comparing it to the $300M estimate of earnings, this 
bill would require roughly $83M be transferred from the general fund into the newly created legacy earnings fund.

2019-2021 Biennium:
The current executive forecast is estimating another $300M in earnings to be transferred into the general fund for 
the 2019-2021 biennium. Using actual fiscal year-end balances of the legacy fund for FY 2017 and FY 2018 as well 



as estimated balances for FY 2019 and FY 2020, the estimated four-year average value of the fund would be about 
$5.69B. Comparing 5% of this average ($285M) to the estimated amount of legacy fund earnings to be transferred 
to the general fund ($300M), the required transfer from the general fund to the new legacy earnings fund is 
estimated to be roughly $15M for the 2019-2021 biennium.

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.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

Name: Ryan Skor

Agency: Office of State Treasurer

Telephone: (701)328-2643

Date Prepared: 01/18/2019



2019 HOUSE FINANCE AND TAXATION COMMITTEE 
 

HB 1504 

 

 

 

  



2019 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1504 
1/28/2019 

31573 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to the legacy earnings fund and transfers of legacy fund earnings; and to 
declare an emergency.   
 

Minutes:                                                 Attachments 1-2 

 
Chairman Headland:  Opened hearing on HB 1504. 
 
Representative Kempenich:  Introduced bill.  Distributed written testimony, see attachment 
#1.  This is trying to fix a problem we’re having with the legacy fund and pre-spending the 
earnings.  It takes two years to get the numbers we’re using.  We’re trying to guess out 24 
months of earnings.  It sets up a process of how to calculate what we can or should use out 
of the earnings.  It’s sets up a four-year process with a four-year average of the balance of 
the fund and then five percent.  If you use $6 billion and 5% then $300 million is what we’d 
have available. It sets up a fund in the treasurer’s office.  The idea is to see if we can get a 
little more interest off the money. By the Constitution it would have to go into the general fund 
but it would be a timing issue.  The bill isn’t changing how we do things today, it’s just if we 
pre-spend.  The handout shows we’re $306 or $307 million but this isn’t including December 
so we’ll have to see what that shows.  That’s the problem with doing this is that we’re dealing 
with things that don’t have a fixed number to it.  This is an attempt to give us better 
management of the fund.  It will be growing but it will give us a better idea of what we should 
be pre-spending out of the legacy fund.   
 
Chairman Headland:  It looks like at the end of September there was $306 million available? 
 
Representative Kempenich:  October actually.  The end of September is when it was run 
but the end of October is what the $306 million is.  In November we were about $342 million 
but December wasn’t kind to us so it dropped back.  These figures run about two months 
behind.  June 30 is the end of our fiscal year so we won’t know what the earnings are until 
the end of September.  That’s where it creates some problems with proposals that have been 
out this biennium because it’s two years out before the actual money shows up.  We can 
manage it until June 30 but if the legislature decides to spend 100% of what’s forecasted and 
something happens it’s problematic to meet the demands on it.  This bill tries to set up a 
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percentage.  We’ve allocated the funds with a goal of earnings at 6-6.5% so at 5% that would 
give us a little margin to make sure we meet that.   
 
Chairman Headland:  We used $200 million to get out of last biennium and this biennium.  
If this number were to hold true that only leaves $100 million allowable to be spent.  Anything 
above that we’ll be spending next biennium’s earnings.    
 
Representative Kempenich:  This would work really well if we didn’t pre-spend it because 
then we would have had $300 million plus September and just guessing at a couple months.  
Now we’re guessing where the earnings are going to be at in this fund 24-28 months for the 
next biennium.   
 
Chairman Headland:  Further testimony in support? 
 
Kelly Schmidt, State Treasurer:  Distributed written testimony, see attachment #2.  Ended 
testimony at 10:01. 
 
Representative B. Koppelman:  Is anything over 5% going into a special fund? 
 
Kelly Schmidt:  Correct. 
 
Representative B. Koppelman:  When and how would that special fund money be 
accessible to the legislature? 
 
Kelly Schmidt:  There needs to be a few mechanics added to this bill.  My hope is to have 
a conversation with the chairman, the committee, and the sponsor of the bill to get some of 
those mechanics in.  We have to follow the constitution which requires the transfer.   
 
Representative B. Koppelman:  Is the idea of this bill to delay when the legislature spends 
the money?  How does that square with this over 5% in this other fund?  I’m trying to figure 
out how those two pair together. 
 
Kelly Schmidt:  He’s trying to smooth the earnings so we’d take the smoothing piece and 
deposit it into this fund.  When the actual calculation of earnings is completed at the end of 
a biennium the difference would be adjusted after that.  This would help with eliminating the 
creeks and valleys in the market, setting the dollars aside for a budget opportunity so you all 
would know what was going to be available to you based on that smoothing.  Then an 
adjustment would be made at the end of a biennium relating to what the actual earnings 
would be.  We do it all the time in state government relating to forecasting in dollars ending 
fund balances and making biennial adjustments.   
 
Chairman Headland:  Is there further testimony in support?  Is there opposition?  Seeing 
none we will close the hearing on HB 1504.   
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