
19.0868.02000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1525

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

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 1525 relating to a common schools building and renovation grant 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.

The Department of Trust Lands is unable to determine the amount of debt or value of all of the public school 
buildings. The Department of Trust Lands is also unable to determine the funds necessary for acquisition, 
construction, and maintenance of all common school facilities within the State. The Department of Trust Lands is 
unable to determine all outstanding school bonds and outstanding debt encumbering common schools in the State. 
The Department of Trust Lands is unable to determine the costs necessary for the maintenance of existing common 
school facilities, including the land on which the facilities are constructed. 

House Bill 1525 has potential to completely expend the Common Schools Trust Fund. If half of the Common 
Schools Trust Fund is expended for the purposes of HB 1525, then trust distributions will be half of the 2019-21 
biennium distribution rate in perpetuity (at least $183 million reduction per biennium.)

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.

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: Jodi Smith

Agency: Department of Trust Lands

Telephone: 701-328-2807

Date Prepared: 01/17/2019
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Explanation or reason for introduction of bill/resolution: 

 
Relating to common schools building and renovation grant fund; relating to legal investments 
and school district tax levies for building funds; to provide a continuing appropriation; to 
provide for report to legislative management 
 

Minutes:                                                 Attachment 1, 2, 3, 4, 5, 6  

 
Chairman Owens:  Opened the hearing on HB 1525. 
 
Rep. Bellew:  This bill directs the university and school lands Trust Board to use a common 
schools trust fund to return outstanding common schools funds.  This would fund all new or 
expanded common school real property facilities from the assets in the common schools trust 
fund.  This would provide for facility maintenance and upkeep for all common school facilities 
use of the common schools trust fund.  This would provide property tax relief for the people 
of North Dakota.   There would be money for the students, not just foundation aid.  It would 
be for building and maintenance also. 
 
Chairman Owens: Any questions of the committee? 
 
Vice Chairman Cynthia Schreiber-Beck:  What are the approximate costs versus what 
relationship is in the common schools trust fund right now?  Is there any way to determine 
that?   
 
Rep. Bellew:  When this bill was drafted, we didn’t have an accurate estimate of the 
outstanding bonds.  There was an estimate between $850K and $1.2B and they would be 
paid off if this bill was passed.  That would be immediate property tax relief to those districts 
who have bond issues.  The common schools trust fund is increasing $400-500M per year 
at the current market rate and what the oil prices are doing. 
 
Vice Chairman Cynthia Schreiber-Beck:   With the use of the funds would there be a lack 
of funds available use for the formula.  Are we imbalancing the property tax or actually 
reducing the tax if it is going to cost the locals more on the formula side? 
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Rep. Bellew:  I don’t think it would because there is adequate funding in the common schools 
trust fund. 
 
Chairman Owens:  Any further questions?  Anyone else in support? 
 
Robert Hale, Minot:  I’m speaking today in favor of HB 1525.  Another gentleman who was 
going to testify here today was unable to be here for medical reasons.  I will submit his 
testimony (See Attachment 1). The common schools trust fund is completely and totally 
unrelated to the Legacy Fund.  There has been a lot of confusion as I’ve talked to people 
about this bill or any other trust fund.  This last year we paid more than $18.3M in investment 
fees to Wall Street fund managers.  Since 1911 we have spent more than $100M paying 
management fees for Wall Street fund managers.  The state finance department told Mr. 
Bellew that they were estimating those fees to be $25M for the current year 2019.  None of 
those fees go to our schools, buildings or what is called foundation aid.  Money in this trust 
fund is not being used for foundation aid.  In 2008-2009 when the stock market crashed, this 
fund had about $1.2B in it.  Within one week it lost about 40% of the value of that fund.  The 
securities weren’t lost but the values dropped.  It took ten years to recoup that dropped value.  
In this bill we have several dozen categories of investment.  One is real estate securities.  
7:50 At the end of last year, $695M in Wall Street real estate securities is of those securities 
(approx. 15% of total fund value).  That particular fund paid almost 50% of the management 
fees.  It’s grown over the last six years from just over $400M to almost $700M.  These fund 
managers are moving our money around that are taking large fees.  Over four years there 
will be $100M spent on fund managers.  I think it is prudent if we take some of those funds 
and retire our common school debt.  We will then own these and it doesn’t matter what 
happens to the stock market.  Also, it takes it off the property tax bills. 8:56 
 
I received an email from a superintendent which states that all three common school trust 
fund bills (HBs 1525, 1350 and 1352) were shared at our last meeting.  Our board did not 
take any action on these.  Personally, I stand neutral on this particular bill as it does provide 
needed capital, maintenance, buildings, but leaves too much on certainty.  Not to mention, 
that school foundation aid payments would be nearly eliminated.  We are then left wondering 
how these dollars will be recouped.  Projections of this fund continuing as they are would 
fully fund public school state payments in twenty years or less.  There needs to be a push for 
using Legacy Fund.  I will be working with Sen. Bekkedahl and others because the feeling is 
that none of the current bills will pass.  For the last five years, the Garrison School District 
has attempted to pass a bond issue to get a new grade school and an addition to the 
agriculture portion of their high school.  It has been defeated five consecutive years.  Not 
because people don’t want it, but because they are unwilling to support this expense.  When 
it comes to school buildings, there is no local control.  For funding to be available and float a 
bond, you must establish a need.  Need is established the same for every district in this state.  
After need is established, you need to meet the requirements to get the authorization from 
the DPI.  Common school funding is in two blocks.  Someone to watch over these is what is 
needed.  This bill sets us on this course.  I don’t want superintendents, principals or teachers 
going out raising money to build schools.  The Legacy Fund keeps getting brought up, but 
that money everyone would like to get into to use.  The Legislature is obligated to provide for 
this education (both schools and operation costs).   The Legislative Assembly’s obligation is 
to provide a free, uniform system of common school statewide.   
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In 2011, the common schools trust fund had $1.5B in it.  The following year it went up $317M; 
the year after that $467M, in 2014 - $574M, in 2015 - $499M.  With the drop in 2016, $16M 
was lost, in 2017 - $442M, 2018 - $396M. More of these dollars are being invested in Wall 
Street securities.  If the $4.2B we currently sit on takes the same hit taken in 2008-2009 it 
would be reduced by $1.6B+.  Whatever is out of there will not be lost.  That is why I am 
urging you to support this bill and vote for a Do Pass on HB 1525.  20:00 
 
Chairman Owens:  Any questions from the committee?  Any others in support? 
 
Joanna Baltes, School Board President, Williston Public School District #1: (See 
Attachment 2)   end 28:40 
 
Chairman Owens: Any questions of the committee?  You stated the balanced approach.  
Currently the mantra for so long had been that the state wasn’t providing enough for 
education PPP.  Then we went to 80% and because of the way the formula operates it has 
deteriorated to 72%.  We are trying to fix it to get it back up.  Is 80/20 equitable?        
 
Joanna Baltes:  The way the current formula works doesn’t work for our district.  We receive 
$1,700 in tuition payment from our neighboring district for our high school students.  We have 
to deduct that tuition, so we end up getting $400.  If all the funding bills pass currently in the 
Senate and the House that would change the funding formula and change the subtraction for 
all of our country revenue, it only increases the revenue about $600,000/year for our district. 
We are looking at a project right now that costs $75M.  The funding formula is one issue, but 
it doesn’t necessarily help us on the building fund side.   We still need operational funding 
and would like to see the increase.  Our taxpayers are frustrated by the property taxes and 
frustrated that the oil and gas revenue we generate in our part of the state contributes a huge 
portion across the state.  We don’t see any of that coming back to benefit our schools.  We 
still see additional people moving into the community, but we don’t have any place to put 
them.  It doesn’t look good for our community when we can’t pass a bond.  Property values 
have gone up by 50% over the last ten years so their taxes continue to go up.  31:30 
 
Chairman Owens:  Any further questions?  Any others in support?    
 
 Steve Seidler, Garrison: (See Attachment 3)   32:00-33:25 
 
Chairman Owens:  Any questions from the committee? 
 
Charles Tuttle, Minot: 33:30 I am in support of this bill because of the constitution issue of 
the schools.  This is the most important committee of all the legislature.  Going to DPI online 
you can look at each school in our system and see a high school with a 67% graduation rate.  
A proficiency rating (actually common core) in this school only has a 30% proficiency in all 
those categories.  I urge this committee to look at this elementary schools and high schools.  
They are going into the 20% level, so it won’t matter what financing and money we do for our 
schools.  These kids are not going to read or write by the time we are done with them and 
we need to get the money situated as a back side and start focusing on education.  We are 
spending more money on our pre-K students than we are with our other students.  38:10 
 
Chairman Owens: Any others in support of HB 1525? 
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Orly Piehls, Garrison: 38:45 I have watched the failures that have occurred with our bond 
issues again and again and I think the failure is because of oil.  Going before the county 
commissioners and county auditor on this, time and time again, I think we failed because 
over a three-year period oil revenues dropped off, they taxed us on property tax to replace it.  
We were averaging about 26%-27% every year in property tax increases to replace oil money 
that had been lost. The way we are funding is not working.  To us, oil is not a benefit, it is an 
expense.  After that happened over that number of years, people continually observed this 
and we expect it to happen again next year from the county.  Every time there is a spike, 
everything is going to grow in the sectors that benefit from oil (the public sector, businesses 
and others like that) It increases revenue in the county, but when the oil revenue goes away 
they are obligated to continue that revenue stream.  The only place to get it is off of the tax 
revenue.  Doing some research in the century code, I found the legislature is a bit culpable 
in this.  The law that requires that taxable value be within 10% of market value has caused a 
hand in hand circle, so when oil is there everyone wanted evaluations done.  Garrison did it 
two years in a row.  Now property values are going down and when they do, we adjust.  No 
one wants to do property reviews or assessment reviews.  It seems like a one-sided 
argument.  I would argue that the way we fund this school construction on the back of 
property tax is not a good idea since the oil revenue is based on global commodity.  I think 
the trust fund is the way to go.   I hope you will support. 
 
Chairman Owens:  Are there any questions from the committee?  I wanted to let you know 
that the 10% is from the result of a lawsuit in 1981.  The legislature’s hands were tied from 
the judiciary in that as well. 
 
Mr. Piehls:  42:00 Laws are made by people, so they can be changed by people.  42:55  
 
Chairman Owens:     Anyone else in support of HB 1525? 
 
Riley Kuntz, Dickinson:  I have been watching the bills coming out this session and I hail 
this as one of the top five.  In 2008, this fund lost 40% and it only recently recovered.  My 
real property is in Dickinson, but it has doubled its value since that same time.  Bring back 
the money invested on Wall Street back to North Dakota.  Invest in our children’s future.  Do 
pass HB 1525. 
 
Chairman Owens:   Any questions from the committee? Any further support? 
 
Charles Cartier, Williston:  45:45 I’ve checked with most of the school districts in Williams 
County and questioned them as to whether they have enough classrooms for all the children 
in attendance.  The answer was no.  According to our constitution it is the legislator’s 
responsibility to fully fund everything, which includes facilities.  I asked my legislator why our 
legislature wasn’t holding up the law.  He replied that we have always done it this way.  
Senator Rust has initiated a bill, SB 2161, that will take state money and help out the school 
districts that are in need of more facilities.  The problem is that it is only going to affect five 
school districts.  48:10 
 
Chairman Owens:   Any others in support? 
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Scott Decker, Mayor, Dickinson:  48:40 Debt cripples individuals, families, and 
communities.  It is starting to cripple some of our school districts.  What this bill would do is 
provide for school districts across the state to alleviate some of the property tax burden and 
allow communities to focus on what is one of the largest issues coming to the state.  That 
issue is our workforce.  When we try to attract our workforce, what are we selling.  We are 
selling those communities.  One of the primary factors is our public school system.  When 
we are trying to attract a work force for the growing energy sector in western ND, which 
continues to contribute to all these funds, we have to sell our community, healthcare, parks 
and recreations, the infrastructure, neighborhoods and our school districts.  This is something 
you must consider and Do Pass. 50:00 
 
Chairman Owens: Any questions from the committee?  Any others in support?  Opposition? 
 
Alexis Baxley, NDSBA:  50:45 (See Attachment 4) 
 
Lisa Feldner, NDCEL: (See Attachment 5) 
 
Chairman Owens: Any questions from the committee?  Any others in opposition?  Any 
neutral testimony? 
 
Jodi Smith, Commissioner, ND Department of State Lands: 54:45 (See Attachment   6) 
59:00 
 
Rep. Hoverson:  I know you haven’t calculated what the costs of what the current bonds 
would be on these schools, but Rep. Bellew did guesstimate between $850M and $1.2B.  Do 
you think that is close? 
 
Jodi Smith:  It would be remiss of me to speak on this at this time.  If that is something of 
interest our department can start working on this a bit further to garner how much of the funds 
are necessary to meet the needs of this bill.   
 
Rep. Pat D. Heinert: 1:00:12 If the state were to do this, you said there would be not rent to 
the school districts.  Where would we come up with the funding for heat, lights, other utilities 
and incidental costs? 
 
Jodi Smith:  If I interpret the bill accurately, we would use common schools trust fund 
maintenance fund that is set up.  It would be up to our department or board to determine 
which of those needs got met first or another avenue is actually funding those operational 
needs. 
 
Rep. Pat D. Heinert:  Have you thought about an FTE pool to operate this at that time? 
 
Jodi Smith:  For our board and my department to take this on, we would need considerable 
resources.  I don’t want to create a bottleneck for the work for the rest of the state.  We try to 
do a quick turnaround in the work that we provide for the state.  This would definitely would 
require additional FTE for us to management the requests.  1:02:00 
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Chairman Owens:  Any further questions?  The common schools trust fund currently 
provides x amount of dollars every year for every student in the state, is that correct? 
  
Jodi Smith:  Yes sir.  In the 2013-2015 biennium, that was 7.4% of the formula and 2015-
2017 is 10.8%.  In 2017-2019, it is 14.9% and 2019-2021, it’s 17.9%.  This next biennium we 
are calculating around $1,500 per student will be coming from the common schools trust 
fund.  That would be reduced if we use the $2.2B estimate of needed funds.  We would 
reduce that down to about $800 per student.   
 
Chairman Owens:  Any further questions?  Any other neutral testimony?    The hearing on 
HB 1525 is closed.    
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Explanation or reason for introduction of bill/resolution: 

 
Relating to common schools building and renovation grant fund; relating to legal investments 
and school district tax levies for building funds; to provide a continuing appropriation; to 
provide for report to legislative management 
 

Minutes:                                                  

 
Chairman Owens:    We have a Do Not Pass by Rep Vice Chairman- Cynthia Schreiber-
Beck and seconded by Gugasberg.    Any discussion? 
 
Vice Chairman- Cynthia Schreiber-Beck              My motion was related to the fact that to 
purchase, communities will give their buildings. They’ve already paid for them. I think there 
would have to be a business arrangement and build all the new schools, then maintain 
everything for how many districts? 178 districts. How many buildings?  This is massive. I 
don’t know that the state knows, look at all the buildings they’re supposed to maintain and 
control. Then coming out of these funds, there would be no funds.   
 
Chairman Owens: This is the state school buildings. 
 
Vice Chairman- Cynthia Schreiber-Beck yes, the state taking over. 
 
Chairman Owens:: My favorite part was if something went wrong they get to just call their 
landlord to say fix it. 
 
Rep. Ron Guggisberg: Is the state going to decide what kind of school each school district 
gets? Can they just say we want this Taj Mahal school and the state pays for it?   When 
there’s no money to do it how are you going to maintain the building? 
 
Rep. Longmuir: My concern is in taking over buildings. What about all the school districts 
that have no debt, have built their own buildings, because that’s what the patrons of the 
district have wanted to do, and now they’re going to be owned by the state? To me that is a 
fairness issue. You’re rewarding schools that have debt situations which will really help but 
in my opinion your punishing those that have not taken on debt and have paid for everything. 
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Rep. Hoverson:  I do support this bill strongly. The benefit to all communities is the massive 
property tax relief this provides plus it gets us back in line with the constitution. We are not 
supposed to be using property tax for schools, either direct or indirect. Right now, it applies 
indirectly as well. It uses funds for what they were intended for. It is clear that the state has 
a basic provision for schools. No the state is not going to build a Taj Mahal for each school.  
If the local community wants to build above that, they are supposed to do that on their own. 
It won’t drain the fund with the calculations already done in earlier testimony.  I think these 
are unfounded fears.  
 
Rep. Zubke: There is absolutely no way you could fairly implement HB1525 across the state 
of ND with the variety of buildings, the variety of different property tax mill levies, the variety 
of regional differences and add to that, once you take over all those buildings, there’ll be a 
parade every session of people complaining about how the state is managing those buildings 
and taking care of those buildings. This is very poorly thought out idea and bill. 
 
Rep. Hoverson: You have to look at the unfairness today already as it is right now. This 
would be a huge improvement on that. 
 
6:45 
 
Rep. Guggesberg:  If the state should pick up all the funding for schools, then we should 
just have one school, the ND School, and the state builds all the schools, hires all the 
teachers, pays for everything. That’s what they did at the founding of our state. The state did 
take responsibility for free and public education. That’s the constitution. We can pull that out. 
 
7:20 
 
Rep M Johnson::  Page 3 114 requiring a fair market value, a facility that you cannot sell, 
even the assets, just an accounting impossibility. It has zero value, it’s a liability, not an asset.  
 
Chairman Owens:  That’s what they told us.  
 
Rep M Johnson: Right, it’s like savings accounts to bank, a liability. 
 
Chairman Owens: that’sTrights, that’s a simple gap procedure.   
 
Vice Chairman Cynthia Schreiber-Beck: Rep. Hoverson indicated there was a spread 
sheet on this as far as the work out on the dollars. If that was done it was not made available.  
 
Rep. Hoverson: Yes what I said was enough people have looked at this, smarter than me.   
 
Chairman Owens:  Taking over the buildings as reported in here would then become their 
assets. In accounting, which is called gap, generally accepted accounting principles, an asset 
that pays no rent or doesn’t generate any income is no longer an asset but a liability. 
 
Rep. Hoverson:  If you’re a business that’s how you look at things but we’re a government. 
So the tax dollars, that’s not money we earn as a government, that’s money we take as taxes 
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so it’s supposed to be a liability. That’s how it was set up constitutionally, the state is liable 
to provide free and public education. 
 
Rep. M Johnson:  Accounting standards provide for certain things. Maybe they didn’t 150 
years ago but they do now. Buildings that don’t generate any revenue are a liability and not 
an asset. Intuitively without even accounting standards, intuitively it’s a liability.   
 
Rep Hoverson:  That’s not the part I was reading. Of course it’s a liability. What I’m saying 
is the whole point of providing free education from tax dollars is going to be a liability to the 
state. Constitutionally that’s what the state agreed to in 1889 when it agreed to become a 
state to accept 2 townships of land and provide free education money. The state is not in the 
money making business, the money taking business. So it’s going to be a liability. I’m saying 
the point is mute.   
 
Chairman Owens:  To clarify the issue of property tax school levies came up in 1976 and 
the Supreme Court ruled that counties levying property tax is not a subversive move to get 
around the fact that the state is restricted from levying any property tax and they’re free to do 
so under Article 10. That’s not unconstitutional to levy property tax for school levies according 
to ND Supreme Court. 
 
Rep Hoverson:  That was for above and beyond the basics of what. 
 
Chairman Owens:  that’s not what it says. 
 
Rep Hoverson:  I’d like to see it.   
 
Chairman Owens:  It’s right here in the book, in the Constitution.  Here’s the Supreme Court 
reference. 
 
Rep M Johnson: Was there any discussion about the insurance reserve fund and the effects 
on that versus liability plus bond rating? 
 
Chairman Owens:  no there was not.   
 
Rep M Johnson:  The theory of bond rating? You can raise tax revenue to cover your bonds 
and that’s why the government specifically has a good bond rating?  You start throwing a 
bunch of liability into your funds, you can imagine your bond rating is going to plummet.  You 
accumulating all that liability and how are you going to tax the tax payer to cover salary?          
 
Chairman Owens: That’s a good point, what Rep Heinert brought up too. Every time we 
look to steal money from this trust fund, the locals are going to have to pay more. If you’re in 
a small town the locals will pay less. All you’re doing is siphoning off of the bigger towns. 
Now you’re affecting equity as well. So for all the fight we’ve gone through, over the 24 years 
I’ve lived in ND, it’s amazing how equity and advocacy has been focused to the point we 
finally get a formula that comes close and there’s a bunch of small bills to move more people 
on the formula now, we’re still a long way off and a lot of work to be done, we keep coming 
up with bills that seek to alter that. Sometimes we focus on our local problems so much we 
don’t see the big picture.   
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Vice Chairman- Cynthia Schreiber-Beck   Do away with (16:00 inaudible)   
 
Chairman Owens:  bond rating and local control.  Interesting.  
 
Rep Hoverson:  I remember in testimony addressing local control and they had an answer 
for it. I remember partially it was that right now, a big part of superintendents’ role is coming 
to Bismarck and raising funds. Not just establishing a budget which is their role, but whether 
it’s a school board, or if the state basically becomes a landlord for the property like we used 
to be, then they can actually focus more on their local issues that relate to education instead 
of constantly, this out of control perpetual need for more money, more money.  
 
Chairman Owens:  I don’t see my superintendent down here.  
 
Rep Hoverson:  I was making a point. 
 
Rep Pyle: I think if relate this to higher ed, all the issues we have, what are the 2 buildings 
(inaudible) to renovate? Either one you can’t even use. They keep coming to the state and 
asking for help to fix them. We keep saying no.  
 
Chairman Owens:  Those are state buildings. 
 
Rep Pyle:  They’re multiple issues at NDSU that we have been informed of, they need help 
and have put off for so many years. 
 
Chairman Owens:  There was one in Valley City we refused to fix because it just keeps 
getting flooded. 
 
Rep Pyle:  yes 
 
19:31     Unknown:  We’re back to the same thing. How are they going to be able to take 
away the funds that we have been relying on somewhat for educating our students on the 
non building side here. So we start taking away those funds, which it looks like eventually 
that would pay for our complete formula problem. The locals are going to have to have more 
funds inputted. We have to raise taxes, either personal income tax, property tax, whatever 
eventually to cover this.   Taxes are going to have to pay for it.  
 
Rep Hoverson:  Could I offer a Do Pass 
 
Chairman Owens:  We already have a motion on the floor for a Do Not Pass.  If that fails, 
you’re welcome to do so.    Further discussion? 
 
Clerk called the roll.  11  Yes     3  No    0 Absent.  Motion carried.  
 
Rep. Zubke:  Will carry the bill.  Hearing closed. 
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