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Appropriations Committee - Government Operations Division
Medora Room, State Capitol
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1/10/2019
Recording Job# 30643

] Subcommittee
] Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachment A

Chairman Vigesaa: Opened the hearing on HB1014.
Roll call was taken.

Karline Fine, Executive Director, ND Industrial Commission: Made introductions of
agency members. See testimony attachment A.

Eric Hardmeyer, President and CEO, Bank of North Dakota: See testimony attachment
A.

Chairman Vigesaa: How are you situated with people that are close to retirement?

Eric Hardmeyer: We have 15 employees that have met the rule of 85. Itis an issue as we
look at the ranks throughout the bank. We have another 12 or so who will meet it within a
couple of years.

Eric Hardmeyer continued with his testimony.

Vice Chairman Brandenburg: Did everything go as anticipated with the sale of the student
loan program?

Eric Hardmeyer: By last year the $810 million in student loans that we had in 2010 was paid
down to $250 million.

Eric Hardmeyer continued with his testimony.

Vice Chairman Brandenburg: It is $316 million or somewhere in there?
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Eric Hardmeyer: Yes. We’re conservative.
Eric Hardmeyer continued with his testimony.

Vice Chairman Brandenburg: Are you including the airports in that also? Is the Williston
airport a separate situation? Maybe you were going to talk about that later?

Eric Hardmeyer: Not specifically. The airport would be a loan; so that does reflect the
capital of the bank. What does impact the bank is the infrastructure program. There’s a $150
million in the infrastructure; $50 million came from SIIF and $100 million came from our
capital. All of the programs, general fund transfers and PACE Programs; all of those are
already included in these numbers.

Representative Howe: With that being said, what’s the number that makes you nervous?
Eric Hardmeyer: $201 million.

Eric Hardmeyer continued with his testimony.

Representative Kempenich: Who sits on that board?

Eric Hardmeyer: They are appointed by the governor. There are 7 or 8 people on that
board. John Erickson is the chairman of the board; he’s an investor out of Grand Forks. |
think the commerce commissioner is a defacto member as well.

Representative Kempenich: Who do they report to?

Eric Hardmeyer: They report to the commerce commissioner.

Chairman Vigesaa: That chart on page 9 would indicate that there is an additional $10
million put into these different funds?

Eric Hardmeyer: That's correct.
Eric Hardmeyer continued with his testimony.

Chairman Vigesaa: This $80 million part of the overall funding that the governor is asking
to come from the earnings from the Legacy Fund?

Eric Hardmeyer: That's correct.

Representative Kempenich: It needs to be stressed that the availability of those funds is
in 2021. Are we going to guarantee the money is going to be there or are we going to
structure it as it shows up? That's a conversation that’s going to have to happen.

Chairman Vigesaa: What you're saying is 2 %2 years is a long way away and a lot can
happen between now and then with the oil prices.
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Representative Kempenich: It fluctuates from day and we really won’t know what’s going to
be there.

Vice Chairman Brandenburg: | think your concern is the way it’s being looked at is general
funding.

Eric Hardmeyer: The $80 million doesn’t become available until the end of the next
biennium. The $80 million reflected in the green sheets as coming to the Bank of North
Dakota is in fact not coming to the Bank of North Dakota. It was going into those specific
funds.

Representative Kempenich: Basically you administer these programs; but, you don’t have
physical control over it.

Eric Hardmeyer: That's correct.

Representative Kempenich: Do you want a building?

Eric Hardmeyer: We were authorized in 2015 to construct a building. Because of the
economic down turn, it was put on hold. The authorization continues. The $17 million is not
a general fund appropriation; it comes from one asset form to another. This would be a
medium size loan for us that we make every day. We bought the property in 2009 to build a
building.

Representative Kempenich: What kind of numbers are you looking for renting out your
space?

Eric Hardmeyer: It has to be market rate. Those market rates have dropped somewhat.
Bismarck has excess capacity in office space. This is a long term strategy for the state of
North Dakota to co-locate all these entities that are engaged in economic development
together in one spot.

Representative Kempenich: | think it's time to move forward with this.

DeAnn Ament, Executive Director, Public Finance Authority: See testimony attachment
A,

Jolene Kline, Executive Director, ND Housing Finance Agency: See testimony
attachment A.

Vice Chairman Brandenburg: Where on the green sheet is that language at?
Jolene Kline: Itis on page 3 section 4 and it’s also in the bill.
Jolene Kline continued with her testimony.

Representative Kempenich: How many of your people are in Bismarck and how many are
scattered around the state?



House Appropriations Committee - Government Operations Division
HB1014

January 10, 2019

Page 4

Jolene Kline: We have 2 people in our Fargo field office.
Jolene Kline continued with her testimony.

Vice Chairman Brandenburg: You have an increase of funding for mortgage servicing
expenses of $602,000.00. I'm not seeing this in the bill. Can you explain that?

Jolene Kline: That number is part of the $654,000.00; it's not a separate item, it’s within the
operating expense line item. That’s why that operating expense line item is going up 13%.
The governor recommended $5.3 million; that accounts for the additional $654,000.00.

Jolene Kline continued with her testimony.

Representative Kempenich: Do you have anything formally put together that's more
specific about that fund if we do go forward with it?

Jolene Kline: When the governor approached me and said that if he recommended that this
be in the budget, he asked if | had the staff, procedures and if | had a pipeline of projects
where | can put that $20 million to work. The answer was yes to all three.

Chairman Vigesaa: Recessed the hearing.
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HB1014
1/10/2019
Recording Job# 30659

] Subcommittee
] Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments A, B, C and D

Chairman Vigesaa: Brought the hearing to order.
Vance Taylor, President and CEO, North Dakota Mill: See testimony attachment A.
Representative Kempenich: What's the additional capacity of those bins?

Vance Taylor: They're 250,000 bushels apiece for a total of 1 million bushels of new storage.
The grand total is 5 million.

Vance Taylor continued with his testimony.

Chairman Vigesaa: Do you see a time when the demand is going to level off? Is this just
going to be a continuing growth?

Vance Taylor: The per capita consumption of flour remains relatively flat. We see overall
demand increasing in recent years due to the increase of population in the US. Where we
are able to expand our business is that we have a pretty small percentage of the overall
market; it's around 5%.

Representative Howe: Are you seeing any concern as you look to the future as the United
States develops a gluten free diet? Is that a worry as you plan for expansion?

Vance Taylor: We're still competing with gluten free products. The gluten free trend seems
to be leveling off and declining a bit. It's not really affecting our business right now.

Representative Kempenich: You do some exporting right? Is your sourcing getting farther
and farther out?
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Vance Taylor: As we’ve grown, we have extended the area that we pull in the wheat from.
It's all domestic, we don’t bring in anything from Canada.

Vance Taylor continued with his testimony,

Representative Kempenich: How would you work something like that?

Vance Taylor: It would normally be two 12 hour shifts; where you work 3 or 4 days per week.
That rotates back and forth to even out the hours. Instead of working three 8 hour shifts, it's

2 alternating 4 hour shifts per day.

Vice Chairman Brandenburg: Are you looking at that so you can keep the mills running all
the time?

Vance Taylor: Most mills are running 7 days a week or are trying to run 7 days a week. We
can do that with the current number of employees and the scheduling that we use. Over
time, in general, less people are willing to work a 7 day work week. There have been a
percentage of mills that have gone to a 4 shift operation.

Representative Kempenich: You're seeing that in a lot of areas. | think safety becomes
an issue also.

Vance Taylor: We do have generous vacation and the state plan. The employees do a
good job of filling in for each other.

Vance Taylor continued with his testimony

Vice Chairman Brandenburg: Is there a market for tote bags of 2,000 pounds? Is that a
market that’s just not there?

Vance Taylor: We do some totes. That market can go up and down on us.
Vance Taylor continued with his testimony.

Vice Chairman Brandenburg: What do you think the right number is?
Vance Taylor: The answer would be 50%.

Chairman Vigesaa: What would the projected amount be then transferring during this next
biennium?

Vance Taylor: We're having a good year this year. | think we’re at $6 million profit after the
first 5 months. Our estimated transfers would be about the same as we did last year; about
$10 million.

Lynn Helms, Director, Department of Mineral Resources: See testimony attachment A.
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Representative Kempenich: Are they running smarter pigs?

Lynn Helms: One of the things they've developed is a little thing the size of a golf ball that’s
like a smart pig; that can travel down a small diameter or telescoping gathering line and listen
to the pipeline as it rolls along. It can pick up or detect if there’s an abnormal noise or a
change in flow rate going through the pipeline. They’ve also developed a system through
drone photography where the drones and the robots can recognize a spill on the surface or
a change in the soils under the surface.

Lynn Helms continued with his testimony

Representative Kempenich: What is state fleet charging you now?

Lynn Helms: About $.47 per mile. The big increase is that they’ve begun applying a monthly
depreciation cost on every fleet vehicle. We've seen tremendous increases in that monthly.

Representative Kempenich: You're running %2 ton pickups?
Lynn Helms: They're ¥z ton 4 wheel drive pickups.
Lynn Helms continued with his testimony.

Vice Chairman Brandenburg: I’'m going to need more clarification because not everyone
is saying what you’re saying. | think we better look at the language to that.

Lynn Helms: | have some of those same feelings. The one reason we support putting it in
a pool, if it’s in our budget as a line item, it increases our ITD costs. ITD charges us, not just
based on the number computers we’re attaching to the network; but, what our total general
fund budget was.

Lynn Helms continued with his testimony.

Representative Mock: Do you share information with Trust Lands? How would these
systems work together?

Lynn Helms: Yes, we do. We daily push data to Trust Lands so that they can check their
royalty reported information. We also daily push data to the tax department; so they can do
an independent audit on the volumes reported to them and the taxes being paid. That’s just
2 of the daily pushes.

Lynn Helms continued with his testimony.

Vice Chairman Brandenburg: When you’re out on township roads you have to stop to pick
up to talk on the phone?

Lynn Helms: Correct.

Lynn Helms continued with his testimony.
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Chairman Vigesaa: The 90% budget that you should have a reduction of 14 FTE’s?
Lynn Helms: Correct. That would be the 7 vacant plus 7 more.
Chairman Vigesaa: So there was an actual reduction of 7?

Lynn Helms: The 7 vacant positions would go away and there would be an actual reduction
of 7 existing FTE's.

Chairman Vigesaa: The governor's recommendation did not restore any of those?

Lynn Helms: His recommendation restored all of those. We're not asking for any additional
except the contingency.

Mason Sisk, Economic Development Association of North Dakota: See testimony
attachment B.

Jason Bohrer, President and CEO, Lignite Energy Council: See testimony attachment
C.

Chairman Vigesaa: On the green sheet is that section 20 with the $4.5 million?
Jason Bohrer: Yesitis.

Chairman Vigesaa: Is that a fund that we’ve had in existence? Is the dollar amount the
same as it was previously?

Jason Bohrer: That section has been the same for many years. The dollar amount has
remained essentially unchanged. It's not used the same way as some of the technology
projects that you may be more familiar with. 1 look at it as being more proactive and seeking
out new markets for lignite. We’ve used money out of this fund to develop feasibility studies
around graphite markets or carbon fiber markets. We’ve also used this money to do studies
on transmission needs and capabilities of the state.

Vice Chairman Brandenburg: | see there is mitigation money on here.

Jason Bohrer: We have significant litigation challenges. We've been comfortable with the
way it's been done in the past.

Lance Gaebe, Executive Director, ND Ethanol Producers Association: See testimony
attachment D.

Chairman Vigesaa: Closed the hearing.
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] Subcommittee
] Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments A through J

Chairman Vigesaa: Opened the hearing on HB1014.
Roll call taken.
Eric Hardmeyer, President, Bank of North Dakota: See testimony attachments A and B.

Tim Porter, CFO, Bank of North Dakota: See testimony attachment A from January 10,
2019.

Chairman Vigesaa: With regard to the technology; you are not part of the IT unification
that’s being discussed. None of your IT people are moving over to ITD?

Tim Porter: That’s correct.

Chairman Vigesaa: We're seeing in other budgets because of that there are costs in the
technology line; because of the increases in the salaries it's going to raise the price of what
ITD charges the departments. In this case, it's actual projects that you’re working on; not a
transfer of people over?

Tim Porter: That does include any increased fees we would pay to ITD as well.
Representative Mock: Is it possible to get an itemized list for item 3?

Tim Porter: | can provide that.

Representative Kempenich: When you do projects do you have to go through the
procurement process?
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Tim Porter: Yes, we do.
Representative Kempenich: Is that convoluted?
Tim Porter: When it gets to be bigger projects it can be.

Representative Brandenburg: Are we flowing ok with the PACE Programs? There’s some
stress with agriculture. Are we getting to where it needs to be?

Tim Porter: Todd Steinwand will be speaking about that.

Chairman Vigesaa: The one time funding from the Legacy Fund earnings. Are those new
loan funds or are those adding funds to existing loan funds?

Eric Hardmeyer: Those are showing that those are transfers to the bank, when actually
those are transfers to those individual funds. Fifty-five million dollars is going to the
infrastructure program, $25 million to the school construction; that $80 million of general fund
appropriation actually to those specific funds.

Todd Steinwand, Chief Business Director, Bank of North Dakota: See testimony
attachments A from January 10, 2019 and attachments C and D.

Representative Kempenich: Is the Common Schools Trust Fund still involved with the AG
PACE Program?

Todd Steinwand: Yes, they buy some ag loans from us. The interest rates have been down
low for a long period of time. We are working with them now with interest rates coming up;
where it meets their criteria where we will be selling some to them.

Vice Chairman Brandenburg: What was the total personal interest buy down amount for
AG PACE?

Todd Steinwand: Every individual gets $20,000.00 of buy down. If you have a net worth of
$1.5 million or less, you access that 3 different times for a total of $60,000.00. We have
carved out a special program for the production enhancement program. For those borrowers
under that program, the lifetime maximum is $50,000.00.

Jolene Klein, Executive Director, ND Housing Finance: See testimony attachment E.
Representative Kempenich: Who determines how this model goes together?

Jolene Klein: The income targeting is determined by the developer. We go through a public
hearings process as to what they want to see the priority being for the state. We bring a draft
allocation plan to our advisory board and then it goes to the industrial commission for
approval. A developer looks at the allocation plan; so they tell us who they are going to
target. We underwrite those projects as an agency.
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Jolene Klein continued with her testimony.
Representative Kempenich: Do your projects operate the same way south of Fargo?

Jolene Klein: The projects struggling the most is the Bowman, Crosby, and Lignite
communities. Our projects that are income restricted are doing good in Fargo.

Vice Chairman Brandenburg: Your request for $20 million from the SIIF Fund. Is there a
separation there? Where is that $55 million and the $26 million going?

Jolene Klein: None of the programs that the bank administers are used for housing. Those
would be loans made to political jurisdictions. The only tie in to the Bank of North Dakota is
the FLEX PACE Program; they can use some of that money for affordable housing for an
interest rate buy down.

Vice Chairman Brandenburg: You’re kind of short 10% to 20% to make this work.

Jolene Klein: We’ve had that conversation in the past about the high cost of land and
infrastructure; which is driving up the costs on our projects.

Vice Chairman Brandenburg: The big cost that pushes it higher for the Crosby’s and other
communities is the sewer, gas and electricity. If you're just building a building you can make
it work.

Jolene Klein: If the city can borrow that money cheaper from the Bank of North Dakota, to
finance that infrastructure; if they pay the loan back as a city debt, the city is assuming the
cost of that infrastructure. If it's not passed on to the developer up front, it can be a savings.

Vice Chairman Brandenburg: | hear from those people out there and it would work if you
used the partnership.

Jolene Klein: The most cost effective multifamily housing is a partnership between local,
state and federal.

Chairman Vigesaa: When the developer is going to do a project, what'’s the hierarchy of the
funding he seeks? Does he look for federal funds first and then private investors; and you
come last? How does it work as far as who gets asked first for money?

Jolene Klein: The hierarchy depends on whom they are going to serve.

Chairman Vigesaa: How active is the private investor in these types of projects?

Jolene Klein: If there are federal tax credit dollars, there has to be an investor as there is
someone buying those credits. Those federal credits are a 10 year stream.

Jolene Klein continued with her testimony.
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Vice Chairman Brandenburg: The rent that's paid on the housing. You can’t make that
work unless you put the HIF Funding into the 4%. The 9% takes care of 70%, the HIF takes
30%. You have to have financing for the 30% because the cash rent is only paying for 70%
of the project.

Jolene Klein: You would not combine the 9% credit with the 4%. The developer is always
going to apply for the 9% as it's the most lucrative. We can fund 4 or 5 projects per year;
which is 175 to 200 units depending on the cost of the units.

Vice Chairman Brandenburg: How much is the gap funding? What percent is that?
Jolene Klein: Today it is limited to 30%.

Vice Chairman Brandenburg: That ties in to the 4%?

Jolene Klein: Correct.

Aggie Gietzen: Testified in support of HB1014.

Gloria Frohlich: Testified in support of HB1014.

Shirley Dykshoorn, Vice President, ND Lutheran Social Services: See testimony
attachment F.

Representative Kempenich: How do you treat that?

Shirley Dykshoorn: The process that a property manager goes through is they take the
regular credit information. | don’t think we’re as restrictive as some landlords or property
managers.

Mike Chausee, AARP North Dakota: See testimony attachment G.

Representative Kempenich: It's an expense that we deal with; but on the other side you
keep people out of those institutions.

Mike Chausee: We talk about choice. We think people should have a choice and not be
forced to go places they don’t want to go.

Katie Jo Armbrust, Grand Forks Housing Authority: See testimony attachment H.
Representative Kempenich: What does your future look like?

Katie Jo Armbrust: | can bring back some more information on specific data on how many
units of affordability are needed for people that are 62 and older.

Representative Kempenich: Where is that complex at in Grand Forks?

Katie Jo Armbrust: It's on Cherry Street and 30" Avenue South.
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Tom Alexander, Executive Director, Minot Housing Authority: See testimony
attachments | and J.

Jolene Klein continued with her testimony.

Representative Kempenich: What are we looking at with this retirement? How far we
behind on that curve as far as housing? Have you been looking at demographics?

Jolene Klein: The $20 million is not going to solve the problem. There’s a few bills asking
for funding for housing.

Representative Kempenich: We’'re going to have to figure out some type of package that
works. They're citizens of the state, so how do you take care of that population? How do
you look into the future of that?

Jolene Klein: 1 think we need to start thinking of housing as an investment in the
infrastructure of our state. If we don’t house these people, it's going to cost us more in the
future.

Chairman Vigesaa: Recessed the hearing.



2019 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee - Government Operations Division
Medora Room, State Capitol

HB1014
1/16/2019
Recording Job# 30878

] Subcommittee
] Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments K and L

Chairman Vigesaa: Brought the committee back to order.

Jason Bohrer, Chairman, ND Lignite Research Council: See testimony attachments K
and L.

Chairman Vigesaa: With regard to Allam, are they encountering road blocks along the way
in the development or is it just how long it takes to bring a new technology in the market?

Jason Bohrer: It's not technical road blocks. This is a whole new technology and it’s just
moving slower. Their timeline has been extended just due to how hard it is to do this stuff.
It works the way they said it would.

Chairman Vigesaa: Going back to Tundra. Are there some unique obstacles with permitting
for that type of project federally? Does that get into a new permitting wise with the feds?

Jason Bohrer: We got more of those regulatory hurdles checked off for sequestration in
general. There will be a sequestration component to this; so we will need to examine how
you get a class 6 well permitted in North Dakota. There’s nothing new that we have to take
to the feds.

Representative Beadle: How does the smaller footprint impact the workforce demands and
needs for the coal industry?

Jason Bohrer: An Allam cycle plant is 30% more efficient than a traditional plant. It’s a lot
less moving parts and smaller footprint; so you are going to see a reduction in the number
needed. | would estimate in a 500 megawatt power plant versus a 500 megawatt Allam cycle
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plant, you'd still need the same number of employees; but they would be distributed
differently.

Representative Beadle: For a statewide effect there’s probably going to be no change; but
micro targeting it might be a little smaller.

Jason Bohrer: It would definitely shift. It would have impacts on Bismarck, on the coal
counties and then you’d be adding our workforce into the oil workforce.

Vice Chairman Brandenburg: | was curious about the discussion about Spiritwood.
Where’s that going?

Jason Bohrer: Spiritwood is a successful research partnership. The larger role of
Spiritwood in the future is a model of poly generation.

Vice Chairman Brandenburg: In section 20 of the green sheet there’s $4.5 million from the
Lignite Research Fund for marketing studies and litigation. Are you pulling some of that $4
million back into the fund?

Jason Bohrer: We put that $4.5 million in to our non-matching funds for several biennium
now.

Vice Chairman Brandenburg: In SB2024 you get another $500,000.00 to the industrial
commission for litigation expenses also.

Jason Bohrer: | don’t know that one.
Vice Chairman Brandenburg: If you take the $4.5 million from the Lignite Research Fund
and the $15 million for funding this program. There’s not going to be much left of that fund

is there?

Jason Bohrer: It certainly takes a chunk out of it. There’s still several million dollars that
are unencumbered. It refreshes throughout the year.

Vice Chairman Brandenburg: I’'m asking everyone about mitigation costs; if you can bring
that to the committee.

Jason Bohrer: I'm working on getting you the number.

Chairman Vigesaa: Closed the hearing.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments A through E

Chairman Vigesaa: Opened the meeting on HB1014.

Lynn Helms, Director, Department of Mineral Resources, ND Industrial Commission:
See testimony attachment A.

Representative Bellew: | just want to make sure that | have the correct package. On the
front it says HB1014; but when | open it up, it states SB2015.

Lynn Helms: That's correct. SB2015 is what directs $4 million to go into a litigation pool.
This doesn’t identify who the eligible agencies are or how they would extract or spend money
from that pool. We support it from the standpoint that it reduces our ITD costs but it’s going
to need to have a lot of language around it as to what it can be spent for, who controls that
spending and which agencies have access to that $4 million pool.

Lynn Helms continued with his testimony.

Chairman Vigesaa: Do you feel you have current employees that you feel could be the
replacements for those four? Is that someone you’re going to have to hire from outside?

Lynn Helms: We would anticipate promoting current employees.
Michael Ziesch, Project Sponsor, North Star Initiative: See testimony attachment A.
Representative Bellew: Can you tell me who the ground water protection council is?

Michael Ziesch: This group is made up of a coalition of states. There’s a handful of
employees that are permanent employees of the ground water protection council. There are
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different committees within it that look for different initiatives within oil and gas producing
states that are worthy of being built out.

Representative Bellew: You stated that the upgrade is sponsored in part by US Department
of Energy. How much are they willing to sponsor of the total project?

Michael Ziesch: The GPC is almost fully funded by the Department of Energy monies. The
GWPC picks projects themselves to determine what part of their pot they will be willing to
spend in different states. For this particular build the Ground Water Protection Council has
committed just under $2 million and they have to report back on a recurring basis to the
Department of Energy. There is an employee in the department of mineral resources that
sits on the Ground Water Protection Council executive steering committee and he came back
last week from Washington, DC about continued funding of the GWPC.

Representative Bellew: What percentage of the project are they covering of the project?
Michael Ziesch: They are covering $2 million of $8.5 million on this particular project.
Representative Bellew: So it's under 25%7

Michael Ziesch: That’s correct.

Michael Ziesch continued with his testimony.

Representative Mock: On slide 9, are there any other large IT projects that need to be
completed either simultaneously or before that would tie back into North Star?

Michael Ziesch: Our work is largely stand alone but it would be complimentary with the
department of emergency services unified spill reporting work.

Representative Mock: Will there be cost implications if they are not completed around the
same time?

Michael Ziesch: To my knowledge | don’t know if they have sent out their RFP completely.

Representative Mock: | noticed in ITD’s report, the governor's recommended projects this
as $7.6 million as a total project cost. The request was $6.6 million; but in the budget we
have it as $5 million. Can you explain the difference?

Michael Ziesch: The way fiscal accounting works, is there’s a hierarchy of how we present
what we need in our agency ask. The total project is $9.5 million; of which GWPC is kicking
in $2 million cash. We're getting credit for about $2 million in DMR IT activities regarding
this; we have a specific part of the contract that's DMR IT responsibilities and is largely
surrounding some of these foreign builds. We asked for $1 million of the $5 million from the
legislature that will account for some management reserve. The $5 million of state ask if
made up of management reserve, the IT cloud environment as well as the $4 million. The
other $650,000.00 is money that the department of mineral resources is contributing out of
our reservoir data fund.
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Representative Mock: How do we account for some of the additional sources of revenue
that offsetting the cost. If it’s a $9.5 million project and we’re accounting for it in our budget
as a $5 million appropriation, how does the department track or account for whether it's
discounts or credits or other contributions that would offset that total cost?

Michael Ziesch: We would have to refer to the really robust project management plan that
does break out the DMR responsibilities and in kind contributions. | can get you a further
breakout.

Lynn Helms continued with his testimony.

Representative Brandenburg: Do you realize that if indirects take hold you're talking 5
times more than direct? That would be close to $80 million or more.

Lynn Helms: | absolutely realize how incredible that expense would be if somehow indirect
mitigation started to be applied to the things that we do to deal with environmental cleanup.

Vice Chairman Brandenburg: It's also about being in the unbroken prairie.

Lynn Helms: Yes. That’s a huge risk that at some point indirect mitigation costs along with
direct mitigation would become a part of our world.

Jay Almlie, Program Manager, Intelligent Pipeline Integrity Program: See testimony
attachment C.

Representative Mock: How much of what Insitu and you have been working on is going to
depend on the completion of the BVLOS projects through the department of commerce?

Jay Almlie: There is atie. Insitu is a full partner with the University of North Dakota and the
Northern Plains Test Site for UAV’s. They are borrowing the knowledge of those experts
across campus at UND to achieve the FAA permission they need to do BVLOS operations
this summer.

Representative Mock: If we don’t move forward with the BVLOS funding and investing in
those capabilities, that these projects would likely be shelved for at least 2 years?

Jay Almlie: With respect | would have to say no. | believe these will go forward with or
without that funding. The backing that Insitu has from their parent company Boehing and the
tremendous success they’ve had in this space already where they’ve done this, | believe they
will achieve FAA certification.

Representative Mock: If you have any additional documentation that would explain the
advantages that institute project would have if the commerce project were funded would be
helpful.

Jay Almlie: | would be happy to provide a short summary of the leveraging that might help
us with.
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Lynn Helms: See testimony attachment D.

Ed Murphy, State Geologist, ND Department of Mineral Resources: See testimony
attachment E.

Chairman Vigesaa: How many visitors do you get on a monthly basis?

Ed Murphy: It's not where we’re busy every single day. Over a course of a year we’ve been
averaging around 100.

Lynn Helms continued with his testimony.
Brian Kalk, North Star Initiative: Testified in support of HB1014.
Vice Chairman Brandenburg: Do those projects all tie together?

Brian Kalk: Project Thunder is a separate project from this one. We are trying to link these
two. We are going to be competing for then build the next phase of this project.

Andrea Pfennig, Deputy Executive Director, ND Industrial Commission: See testimony
attachment A from January 10, 2019.

Karlene Fine, Executive Director, ND Industrial Commission: That is a continuing
appropriation.

Chairman Vigesaa: All the continuing appropriations on the green sheet, those have been
in your budget all along? There’s no changes there?

Karlene Fine: There are no changes.
Attachment B was handed out but was not discussed.

Chairman Vigesaa: Closed the meeting.
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A BILL for an Act to provide for an appropriation for defraying the expenses of the
industrial commission and the agencies under the management of the industrial
commission; and to provide for a transfer.

Minutes: Attachments A through D

Chairman Vigesaa: Opened the meeting on HB1014.
Roll call taken.

Karlene Fine, Executive Director, ND Industrial Commission: See testimony
attachments A and B.

DeAnn Ament, Director, ND Public Finance Authority: See testimony attachment A.

Vice Chairman Brandenburg: About the credit ratings for the bonds. If you had more input
from the city you’d have a better credit rating. Is that correct?

DeAnn Ament: When we issue bonds for the state revolving fund program, we have a
requirement that they have to have 120% net operating coverage. That helps us maintain
our AAA rating for the state revolving fund program.

DeAnn Ament continued with testimony.

Vice Chairman Brandenburg: If you have a partnership working with the city, and also
working with the housing authority; you have more credits and a better rating so you get a
better bond repayment. Is that right?

Karlene Fine: What we were talking about was the cost for the homeowner to buy the land.
When Jolene was talking about this and the partnership we need to do to bring down the
initial cost that a homeowner would have to have, that’'s what the housing incentive fund
does. That doesn’t really impact the bond rating.



House Appropriations Committee — Government Operations Division
HB1014

January 23, 2019

Page 2

DeAnn Ament continued with her testimony.
Representative Kempenich: Do we use money to pay down debt?

DeAnn Ament: The only debt payments the state is making is on that $30 million. The
mortgages are being paid by homeowners, the capital financing program and state revolving
fund are being paid by cities and water districts. That would be the same with student loans
and parking fees.

Representative Kempenich: What is the state’s liability on those debts?

DeAnn Ament: The state doesn’t have to do any sort of a tax; they’re not obligated to that
debt. The one exception is the capital financing program; $1,054,000.00 of those bonds
under the public finance authority have the moral obligation pledge of the state. If one of
these communities or water districts wouldn’t make their payments, the industrial commission
would tap its reserve fund to make the payments. Then the industrial commission would
come to the legislative assembly and ask for the funds to replenish those reserve funds.

Vice Chairman Brandenburg: Has that ever happened at all?
DeAnn Ament: No, we have never asked for that.
Eric Hardmeyer, President, Bank of North Dakota: See testimony attachment A.

Vice Chairman Brandenburg: This infrastructure fund, is there something in there for larger
and smaller communities?

Eric Hardmeyer: When we looked over this infrastructure program four years ago we had
a carve out for small communities and large communities. That was never exercised or
needed; those earmarks have since fallen away.

Eric Hardmeyer continued with his testimony.

Vice Chairman Brandenburg: How much do we have available for bonding? Where are
we going with all these bills?

Eric Hardmeyer continued with his testimony.

Vice Chairman Brandenburg: If you can put all that together because people are going to
be asking.

Eric Hardmeyer: What is being proposed, in addition to what is existing of about $100
million, is about $1 billion; so that number is $1.1 billion. There are various different revenue
sources to pay those bonds back. The Legacy Fund would be paying back $500 million;
using a $55 million biennial appropriation. The $250 million which takes $25 million from the
foundation aid stabilization fund.

Eric Hardmeyer continued with his testimony.
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Karlene Fine continued with her testimony.

Vice Chairman Brandenburg: We have $100 million that we have committed. We're
looking at taking on $1 billion of more commitment with bonding. I'm trying to figure out how
to go home and explain how we committed to another $1 billion in bonds to make those
payments for the next 20 years.

Karlene Fine: We’re going to be investing those dollars into infrastructure for schools, for
the roads and for water projects. We’re going to go out to the market and lock in a low rate;
so we’ll be able to facilitate the work that needs to be done in the state.

Karlene Fine continued with her testimony.

Vice Chairman Brandenburg: There’s a $25 million commitment for schools and looking
at the executive budget, another $25 million for schools. We’re committing another $55
million for the revolving loan fund; taking it from $150 million to $500 million. We're
committing $55 million of the Legacy Fund earnings.

Eric Hardmeyer continued with his testimony.

Representative Kempenich: The problem we’re running into is that there are needs or
wants that the earnings aren’t going to cover fast enough. This is one way of getting it moving
a little faster. The biggest thing about this is you have to look at the cost of future money; is
it better for us to spend this money today or is it better to invest it.

Vice Chairman Brandenburg: If the earnings weren’t there and we’re bonded against the
Legacy Fund; and we have to dig into the Legacy Fund to make that payment, by the time
you bring it to market it could be less than there is today.

Chairman Vigesaa: Have these 4 bills all been heard?

Eric Hardmeyer: Senator Wardner and Schaible’s bills have both been heard. The other
two have not been heard

Chairman Vigesaa: What committees were they in front of?
Eric Hardmeyer: Schaible’s was in education and Wardner’s was tax and finance.
Lynn Helms, Director, ND Mineral Resources: See testimony attachment C.

Representative Kempenich: Are you doing your own negotiating with the vendor that’s
providing this? Are you doing your own procuring of the service?

Lynn Helms: This did go through procurement. A lot of work went into it to convince them
that it should be bid out. They put out an RFP.

Lynn Helms: See testimony attachment D.
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Vice Chairman Brandenburg: This buys us 10 to 15 years with this storage?
Lynn Helms: That’s correct.
Lynn Helms continued with his testimony.

Representative Mock: What would the timeline be for the two test projects? How long
would it be before fully implemented and utilized?

Lynn Helms: The intention would be to implement the project by year end of 2019. The first
natural gas injection cycle would occur in the first half of 2020. The first reproduction cycle
would happen just before the end of this biennium; in the first half of 2021.

Representative Mock: The whole scope of the project is not just the injecting of the natural
gas; but also the temporary storage and retrieval. Is the $2.00 cost all inclusive? Is that
$2.00 to inject and store? Is there additional cost to later reproduce and retrieve the natural
gas?

Lynn Helms: The economics show that if you can multiple cycles with this injection well,
that the ultimate cost is about $2.50 all in.

Representative Mock: What is the hope and intentions of this long term? Is it to show the
feasibility for companies to do this on their own and then have multiple injection sites and
storage sites across the state?

Lynn Helms: The hope is to fund two sites to demonstrate to industry that the models are
valid and is economically viable. This would result in 15 to 20 sites across the Bakken
production area; all funded privately by industry which would eliminate the flaring.

Representative Kempenich: If we do this you think they’d have something in by the end of
the biennium?

Lynn Helms: We think we’ll have gone through an injection and cycle.

Vice Chairman Brandenburg: If we don’t maintain 1.3 million barrels of oil a day, what's
that going to mean to the revenues?

Lynn Helms: Our best estimate that in November, if we had had this technology
implemented, we wouldn’t have produced 1.375 million barrels of oil per day; but 1.475 million
barrels of oil per day. This $8 million will have huge multiples if we’re able to relieve the
flaring issue.

Representative Kempenich: What is the structure and migration?

Lynn Helms: I'll contact them today.

Chairman Vigesaa: Recessed the meeting.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the
industrial commission and the agencies under the management of the industrial
commission; and to provide for a transfer.

Minutes: Attachments E and F

Chairman Vigesaa: Brought the meeting to order.
Vance Taylor, President, North Dakota Mill and Elevator: See testimony attachment E.
Chairman Vigesaa: Can you tell me why Williams county sticks out?

Vance Taylor: That’s where a lot of the durum is grown. We’'re just under 10% durum and
90% spring wheat.

Vance Taylor continued with his testimony.

Representative Kempenich: Isthere a lot of competition in the western part of the country?
Vance Taylor: Yes.

Vance Taylor continued with his testimony.

Vice Chairman Brandenburg: How much could increase productivity in #7 if you added
another mill?

Vance Taylor: In our last expansion we made the building large enough to hold two mills of
the same size that we just put in which is 12,000 hundred weights per day. It's just under a
30% increase from where we were before. In the existing building there’s space to put
another unit of 12,000 hundred weights per day. That would bring us up to a 60% increase.

Representative Mock: | was looking at some of the photos. Can you give me a update on
the life cycle of the existing buildings and facilities? Are there any major replacements or
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construction maintenance that you foresee over the next several years on some of the
existing facilities?

Vance Taylor: One of the things that we’ve benefited by is all of the work has been done on
the mills recently. All of milling equipment has been refurbished or replaced in the last 20
years.

Vance Taylor continued with his testimony.

Representative Kempenich: Are they based out of Kansas? Where is their headquarters
located?

Vance Taylor: Arden is a combination of the old Cargill mills and ConAgra. When that was
put together they created a new headquarters out in Denver. Spring wheat is centered
around North Dakota and surrounding states.

Vance Taylor continued with his testimony.

Representative Kempenich: Do you spend more on conditioning organic wheat or is it
pretty decent when it comes into the mill?

Vance Taylor: We run it through the same cleaning equipment that we run the conventional
on. There may be slightly more material in the grain; but not a lot.

Vance Taylor continued with his testimony.

Representative Kempenich: The bulk of it is bulk product?

Vance Taylor: We’re at 20% to 25% bagged product and 75% bulk.
Vance Taylor continued with his testimony.

Representative Kempenich: What is your capacity?

Vance Taylor: Three legs still operate at about 10,000 bushels per hour. The new leg is a
40,000 bushel per hour leg.

Vice Chairman Brandenburg: There were complaints about being out in the street.

Vance Taylor: That’s correct. It was rare, but at times we did have lines out to US81. We
greatly expanded the parking area of the mill.

Vice Chairman Brandenburg: Your trains should be a savings.
Vance Taylor: That's correct.

Vance Taylor continued with his testimony.
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Representative Kempenich: Is this dramatic?

Vance Taylor: It's anywhere between 30 and 40 years normally.

Vance Taylor continued with his testimony.

Representative Kempenich: How deep does your succession go?

Vance Taylor: It’s pretty spread out. We have some people on the high end of the spectrum.
Vance Taylor: See testimony attachment F.

Vance Taylor went through the green sheet.

Representative Kempenich: What is in your promotional account?

Vance Taylor: We have an ag promo account. We would have room for that.

Vice Chairman Brandenburg: Those 4 FTE’s; you could say two of them are filling out the
papers and two of them the sweeping.

Vance Taylor: That would over simplify it. It depends on the day and the crew that we have
that day.

Vance Taylor continued with his testimony.

Representative Kempenich: Do they have to be FDA certified? What's the availability of
people like this and where do they get their shingle to say that they are meeting the
standards?

Vance Taylor: There are college degrees now in food safety.

Chairman Vigesaa: The $1.6 million for additional funding for the increased costs related
to utilities, insurance and repairs. Can you highlight that?

Vance Taylor continued with the green sheet.

Vice Chairman Brandenburg: With the electricity. When you did all of the upgrades in the
new facilities, they asses that on to you. Is that a fair statement as to why the costs are
higher?

Vance Taylor: The electricity comes into the plant at 13,000 volts. There’s a transformer
on the grounds that drops that voltage down to a useable level. When we expanded by 30%,
they had to bring in another transformer to handle the extra load. We've also had to make
several changes on our side of the transformer as well.

Chairman Vigesaa: Has the G mill been online this whole current biennium?
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Vance Taylor: Our start day was September in the first year of the biennium. It takes about
a month to work out all the bugs in a new mill and then it took us a few months to get that
mill filled up.

Representative Kempenich: Do you have a power plant within your facility?

Vance Taylor: In 1922 there was a power plant that ran the entire plant; we weren’t
connected to any other electrical source. Now we get our electricity through Minnkota. We
also have a 3,000 hp/ 2,000 hp electrical generator that can run about 1/5 of the plant. If the
electricity goes off, it allows us to run a mill or two and load flour.

Andrea Pfennig, Deputy Executive Director, Outdoor Heritage Fund: See testimony
attachment A January 10, 2019 and attachment B from today.

Chairman Vigesaa: We kept it at $10 million because of our budget situation last time. Now
it's scheduled to go back for this coming biennium to $40 million?

Andrea Pfennig: Yes.

Chairman Vigesaa: That’s through the buckets?

Andrea Pfennig: That’s correct.

Chairman Vigesaa: For this biennium the bucket would be $40 million that’s available.
Andrea Pfennig: Yes.

Chairman Vigesaa: What other bills or legislation are out there for this next biennium with
regard to the fund?

Andrea Pfennig: There are three bills that are out there that would directly impact the
Outdoor Heritage Fund.

Chairman Vigesaa: Do they increase the amount that’s going to be awarded?

Andrea Pfennig: | have not seen any bills that would impact the amount to the fund. One
relates to removing the language in century code that states that higher priority is given to
conservation practices in the state and requires that the advisory board members are
geographically disbursed across the state. Another bill would require that any funds for direct
mitigation be deposited into the OHF. The last bill would require that any projects that the
advisory board forwards to the industrial commission for recommendation have a majority
vote.

Chairman Vigesaa: With the Prairie Dog bill is that the bill that restores it back to the $40
million?

Andrea Pfennig: That’s correct.
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Vice Chairman Brandenburg: I’'m trying to figure out why it needs to be increased to more
than $10 million. Why should there be more money in this fund when you still have $9.9
million left?

Andrea Pfennig: I'm not here to advocate or take position.

Representative Mock: Have you calculated how much would have come into the fund this
biennium if there weren’t the $10 million cap?

Karlene Fine: | do know under the forecast that was in the governor’s executive budget, the
most that would go in in the next biennium would be a little over $30 million. It would not get
to the $40 million threshold.

Representative Mock: Knowing that there have been fewer requests made, do you know
why it's gone down?

Andrea Pfennig: This is a relatively new program. It started in 2013 and my experience
with grant programs is that it typically does take a few years for the advisory board or
commissioner to figure out what the parameters are going to be with the program. Because
the program is so new, it's hard to say that there are any trends.

Representative Mock: Does it take at least seven votes in order for a project to be
approved? Is it a majority of the voting members there; but not a majority of the total twelve.

Andrea Pfennig: It's the majority of the members that are present and voting.
Representative Mock: You would need to have seven total votes to move forward. Correct?
Andrea Pfennig: That’s correct.

Representative Mock: Has there ever been a tie?

Andrea Pfennig: There has been a tie. There are two different votes that the advisory board
does. The first vote is the funding at some level vote and the second vote is a dollar amount
vote. On the first vote we have had an instance or two where there has been tie; in that case

it had a lack of majority and did not move forward.

Representative Kempenich: There was a learning curve at first when this was set up. Is
that money committed over two biennium?

Andrea Pfennig: There are projects that do spread out for several years. Ten years is the
longest that a project would stretch out.

Karlene Fine: Over time we’'ve had to get to what we consider the core.

Chairman Vigesaa: The Sheyenne River Project. Where are those four access points?
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Karlene Fine: We have a list on the website of all the applications. For the distribution of
dollars, they have to show us that they did the work and then we make the payment.

Representative Kempenich: Do you have what you're carrying on the books for projects
that are approved and funding is available?

Karlene Fine: The ending balance for the current biennium was estimated to be about $24
million. A lot of those are committed. The only uncommitted dollars we have are just under
$10 million.

Vice Chairman Brandenburg: These uncommitted dollars do they become available for
another project if they don’t do it? Are there rules in place for that? You don’t give them out
until they do the work or you give a little out as they do it? How do you do it?

Karlene Fine: They submit status reports, they have to show that they made the payments
and then we reimburse them for the cost. This is a match program. You get a higher ranking
the higher your match; but at a minimum you have to have 25%.

Chairman Vigesaa: Closed the meeting.
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provide for a transfer.

Minutes: Attachments A,B,C

Chairman Vigesaa: Opened the discussion on HB1014.

Chairman Vigesaa: Started to go through the schedule of the governor’'s recommended
spending from the SIIF Fund. See attachment B.

Chairman Vigesaa: Was there some discussion where we had to do it within a certain
timeframe?

Vice Chairman Brandenburg: It's the management of the wells.

Representative Kempenich: They give where wells are drilled. North Star is going to the
next level.

Chairman Vigesaa: Adam, do you know if there’s any kind of a timeframe from DOE? Do
you have any information on that?

Adam Mathiak, Analyst, ND Legislative Council: | don’t have that information.

Vice Chairman Brandenburg: | would like to know why we have to spend $5 million on
this. Why do we need to know all this information about the oil wells?

Representative Howe: Is this what Lynn was talking about that people all over the world
are paying for this information?

Chairman Vigesaa: They’re currently paying.

Chairman Vigesaa continued with attachment B.
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Representative Kempenich: Prairie Dog doesn’t want any attachments on it; but | was
looking at this airport grant and wondering if we put a $52.00 trigger on it. That would be
the same with the housing finance if we put that trigger at $46.00. Every dollar is $95
million that you’re adding in. We took out $600 million and we’ve looked at if you’re going
to hold $500 million plus of SIIF at the level we are today.

Vice Chairman Brandenburg: If we’re going to put some triggers on we have to be above
$48.00; if you want to go $52.00, we can talk about it.

Representative Kempenich: In the past for housing finance we split between over 12,000
and under 12,000 population and they weren’t happy when we did that. Most of it is going
to go into Grand Forks, Minot, Bismarck and Fargo.

Chairman Vigesaa: The Prairie Dog bill has a bucket for airports. Right?

Representative Kempenich: Right.

Chairman Vigesaa: How much is that? Is it $50 million?

Representative Kempenich: Yes.

Chairman Vigesaa: That doesn’t necessarily go to any specific airports? s it Williston?

Representative Kempenich: It's not Williston. | think they do have it earmarked for
airports.

Adam Mathiak: In HB1066 the money is deposited into a new airport infrastructure fund;
but there’s not actually an appropriation of the fund yet. That would have to go into the
aeronautics budget or be added into this bill; and if there were any designations for airports
it would probably be included in that language. This does not actually specify anything for
any particular airport.

Vice Chairman Brandenburg: Isn’t there something designated in the aeronautics
commission from the SIIF Fund?

Adam Mathiak: The executive recommendation included $20 million from the SIIF Fund.
Chairman Vigesaa: It would be designated for the west.

Representative Beadle: It's number seven on the green sheet. There’s $22 million one-
time funding from the SIIF for energy impact grants to airports.

Representative Kempenich: The Prairie Dog bill states $20 million to the Dickinson
airport and after that 70% or greater funds for commercial service airports.

Representative Howe: | think we leave it out.
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Chairman Vigesaa: Where does that bucket lie in the hierarchy of the buckets with the
Prairie Dog bill?

Representative Mock: | believe that if the three buckets aren’t simultaneously filled,
airports will get last. So airports are after the other cities and counties.

Chairman Vigesaa: Right now they’re really working on that bill. That'’s yet to be
determined.

Chairman Vigesaa continued with attachment B.

Representative Kempenich: At $42.00 it isn’'t going to work. We can to $10 million at
$48.00 and go that way.

Representative Mock: There’s a Senate bill that funds it at $40 million. There’s at least
one Senate bill that will bring that number up.

Vice Chairman Brandenburg: My experience has been that we should take it all out;
because if we put $10 million, this will be $30 million. Maybe the right number is $20
million, but if we have $20 million now, it's going to be $40 million.

Chairman Vigesaa: This list totals to $819 million. Someone has a number for the most it
can be.

Representative Mock: My recommendation is that we would have something in there for
the housing incentive fund. Largely to insure that the bill is able to move through the House
without any major push back. There will be significant push back from several members of
the House if we zero out the HIF.

Vice Chairman Brandenburg: What do you think we should have?

Representative Mock: | would put $10 million. | wouldn’t go lower than $5 million.
Putting it in at $10 million would be a pretty fair start.

Representative Kempenich: Do you want to go to $48.007?
Chairman Vigesaa: Are you talking North Dakota price?
Representative Kempenich: Yes.

Vice Chairman Brandenburg: If we went to $48.00 and $10 million could you live with
that?

Representative Mock: There would be a trigger that there’d be $10 million available to the
HIF with an average daily price of $48.00 North Dakota?

Vice Chairman Brandenburg: Yes.
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Chairman Vigesaa: You're thinking of putting in $10 million now and trigger the rest of it?
Representative Kempenich: No. | was thinking zero until the trigger hits.

Vice Chairman Brandenburg: | think we're going to have a hard time convincing anybody
to put anything in without a trigger. At least this gives us a number with a trigger in it.

Adam Mathiak: If my memory serves me right it was eliminating the fund altogether. 1
think that was the concern; because they did have some money that was left in the fund.
The settlement was to continue the fund and allow them to use whatever was turned back
from projects that didn’t continue; but no new money was added last time.

Vice Chairman Brandenburg: Didn’t we have $30 million available between tax
incentives and money that was available?

Adam Mathiak: That would have been from two sessions ago. There is also another bill
on the Senate side that’s providing $10 million of income tax credits. In the past there has
been combinations of credits and appropriations that have been used.

Vice Chairman Brandenburg: If we put this trigger on then we can negotiate.

Representative Mock: If we're setting the trigger at $48.00 average North Dakota price,
we’d be looking at $58.00 WTI price for average at the end of June 30, 2020?

Representative Kempenich: Yes.

Representative Mock: There’s no contingency; we're not concerned about production, it’s
just average price.

Representative Kempenich: Yes.

Representative Mock: No matter where we are in the progression of the formula. So if
production skyrockets and the price doesn’t go up that much, we may have more money in
there than anticipated; but the trigger wouldn’t go on.

Representative Kempenich: Yes. Itisn’t going to affect it as much as the price does.

Chairman Vigesaa: Has that bill of Senator Kruen’s been heard?

Adam Mathiak: SB2271 was reported as a “Do Pass” out of the IBL committee and re-
referred to the appropriations committee.

Chairman Vigesaa: What was the vote out of that standing committee?
Adam Mathiak: It was 6 to O.

Chairman Vigesaa: It's $40 million to the Housing Incentive Fund?
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Adam Mathiak: This is a straight appropriation from the general fund of $40 million to be
transferred to the Housing Incentive Fund.

Chairman Vigesaa: If that passes the Senate, then we can take the money out of here.
Chairman Vigesaa continued with attachment B.

Representative Mock: | haven’t had the conversation about it yet. If we’re moving it to the
permit fund, | don’t think the exact dollar amount is going to be the sticking point. Let’s
make sure we’re funding them at the level they need to get it done. It's not robbing from
any other projects.

Representative Howe: They said they had $10 million in that fund. Right?

Representative Mock: It's at $8.87 million. The other one time they had were the vests.
They're a little higher than their average replacement costs. Itis $150,000.00 and they
wanted to have it in their line item at $100,000.00 every biennium. Their estimate was that
it would be around $90,000.00 every two years.

Chairman Vigesaa: Would that be general fund?
Representative Mock: That would be general fund.
Chairman Vigesaa: The body armor was $100,000.00.

Representative Mock: It's $100,000.00 in the budget that was recommended; but their
actual cost was $141,000.00; because they have more vests to replace than normal.

Representative Beadle: | know the general fund is when cash comes in cash can be
expended. Constitutionally, Legacy Fund earnings it says the treasurer shall transfer the
revenue over on the last day of the biennium. What are the parameters of when funds are
available from the SIIF? | know it's cash on hand at the beginning; what’s the restriction in
terms of when SIIF funds are actually available?

Adam Mathiak: When you provide the appropriation, technically those agencies would be
able to spend it day one of when that appropriation begins. If you appropriate for the 2019-
2021 biennium from the fund, July 1, 2019 they can spend that money. There may be cash
flow issues; but in this particular case there probably wouldn’t be since it's based off of how
much is already available in the fund.

Chairman Vigesaa: How about if we do a trigger? It has to be at a certain point at the end
of the biennium. How would that work on the Housing Incentive Fund?

Adam Mathiak: If you used some sort of trigger mechanism, it would be available only if
that trigger is met. It would be whatever is the determining point. In the past sometimes it's
been if the general fund revenues exceed the forecast by a certain
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amount; that’s been used as a trigger. Often times it’s nice to use a dollar amount that’s
associated with it. One of the challenges of using a North Dakota price for oil is that it's
difficult to quantify exactly what the North Dakota oil price would be; it may be better to use
something like the WTI price where there’s a posted price that’s publicly available and
everyone can track it.

Representative Kempenich: Today’s production is $95 million for every $1.00.

Representative Mock: By dollar you mean the average. If all of a sudden the price of oll
were up $1.00 this month?

Representative Kempenich: It's roughly about 1 billion barrels over the two years.
Roughly it would be 100 million barrels; so that’s what we get paid on. It’'s just for
comparison sake; it’s frustrating because we treat this like a wind fall and we spend it like
it's an everyday conversation and it's a lot of money.

Vice Chairman Brandenburg: Using your example, 40% would end up in SIIF.
Representative Kempenich: Over and above what we've done.

Chairman Vigesaa continued with attachment B.

Representative Kempenich: | was thinking we’d do the driver’s license and drop
everything else.

Chairman Vigesaa: That’'s what | was thinking also.

Representative Beadle: The licensing system is older than 3 out of 7 members of this
committee.

Chairman Vigesaa: We were told we would have to have an amendment to remove the
second column on the bill. Do we have to have that in written form or can that be in verbal
requests for amendments?

Adam Mathiak: That would be a natural part of the amending process. The middle
column was provided for informational purposes for the start of session.

Chairman Vigesaa: The language in the bill actually states executive recommendation
that would just change that title.

Adam Mathiak: Adjustments and enhancements is what it's normally called.

Chairman Vigesaa: | would like you to make amendments of 2%/2% for the salary
increases for each of our budgets.



House Appropriations Committee — Government Operations Division
HB1014

January 24, 2019

Page 7

Vice Chairman Brandenburg: Isn’t there any SIIF money in the Trust Lands budget at
all?

Adam Mathiak: They manage the SIIF Fund, so in a small way a very small administrative
piece goes to their normal budget. There weren’t any appropriations included specifically
for them.

Vice Chairman Brandenburg: No appropriations for airports or impact funds; anything
like that?

Adam Mathiak: The airport grants were to the aeronautics commission. The governor did
not recommend sending it through trust lands.

Representative Kempenich: Discussed attachment C.

Vice Chairman Brandenburg: | think they’re charging twice the money to manage the
same amount of money.

Representative Kempenich: You're giving them good money to start with and then
another $5 million to do their job. It starts to be a question of what are we trying to do with
this.

Representative Kempenich continued with his explanation.

Attachment A was handed out but not discussed.

Chairman Vigesaa: Closed the discussion.
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Chairman Vigesaa: Opened the meeting on HB1014.
Roll call taken.

Lynn Helms, Director, ND Department of Mineral Resources: See testimony attachment
A.

Representative Bellew: Is this Ground Water Protection Council federal?

Lynn Helms: The Ground Water Protection Council is a state organization. It's made up of
states; so every health department and every oil and gas regulatory body is a member of the
Ground Water Protection Council and pays dues to be a member. They have a line item in
EPA’s budget and a line item in DOE’s budget to secure federal funds to support projects
like this. They meet four times per year around the country and talk about ground water
issues. It's a state run organization, but it's funded with federal dollars from a DOE line and
an EPA line. This $2 million would be department of energy funds.

Lynn Helms continued with his testimony.
Vice Chairman Brandenburg: How much is in that fund?

Lynn Helms: Almost $22 million. With that $7 million going into the abandoned well plug in
site restoration fund, we’re going to reach that $25 million threshold where | feel we can
comfortably handle a major bankruptcy or a huge batch of abandoned wells. We’'ll still
exceed the $25 million balance; this would just direct money that would normally flow there
into reservoir data instead.
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Vice Chairman Brandenburg: If we took $5 million out of that fund, this may work. This
gets us started with this; there’s going to be some more expenses to it next biennium.
Looking forward, any thought to that?

Lynn Helms: One of the things that this system will allow us to do is create Data Tier. We
have talked to companies and they are willing to sign up for some very substantial
subscription fees to get data pushed to them instantaneously out of the system. Our
anticipation is that we will fund the maintenance and operating costs of this system through
reservoir data fund by using those subscription fees.

Representative Kempenich: So if you want it instantaneously, you would pay; otherwise it
is a service that doesn’t cost anything.

Lynn Helms: Our approach to this is going to be that the big companies want this information
instantaneously; and they’ll pay a lot of money. There are other companies that would like
to have it on a weekly basis; they’ll pay a smaller fee. There are the citizens of North Dakota
who would get data monthly and they’ll pay little or nothing. Our goal is to size it to how much
data companies want.

Lynn Helms continued with his testimony.

Representative Mock: On the amendment language that you have here there appears to
be a typo.

Lynn Helms: That’s correct. It should be $3,500,000.00.

Representative Mock: How much will go into the two respective funds this next biennium?
Lynn Helms: Five million dollars will go into the reservoir data fund; $2.5 million per fiscal
year, and $7 million will go into the abandoned well plugging and site restoration fund; $3.5
million per fiscal year. Normally there would be $15 million coming from this allocation and

flow into abandoned plugging sites. That leaves $3 million to flow into the next bucket.

Representative Mock: That would require a change; because we adjusted those amounts
for the 2017-2019 biennium and those are to sunset. Is that correct?

Lynn Helms: That's correct. The changes that were made for the 2017-2019 biennium
would sunset August 31, 2019 and it would go back to $15 million.

Representative Mock: There would be $7.5 million going to both funds?
Lynn Helms: No, just the abandoned well.

Representative Mock: What about the reservoir data?

Lynn Helms: There would be nothing.

Representative Kempenich: Is the goal for abandoned wells $100 million?
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Lynn Helms: Yes.

Representative Kempenich: Should we have a more focused target on what we should
have in there and if we want to use this for some other projects we can? Should we change
the name on it a little bit?

Lynn Helms: | agree.

Lynn Helms continued with his testimony.

Representative Kempenich: Historically, where have we been? You’re figuring to collect
$15 million in the next two years?

Lynn Helms: If you don’t make any change to 57-51-15, we’d collect $15 million and we’re
sitting at $22 million. We don’t need to collect $15 million this biennium.

Lynn Helms continued with his testimony.
Chairman Vigesaa: What's the highest the balance has ever been?
Lynn Helm: We've never been over $22 million.

Vice Chairman Brandenburg: We have $15 million coming in this biennium and you want
to use $5 million for North Star.

Lynn Helms: We'd use $2.5 million and $7 million from here. We're going to go from $15
million to $27 million going into the abandoned well fund.

Vice Chairman Brandenburg: How much would we add back in?

Lynn Helms: We would add $7 million.

Vice Chairman Brandenburg: So we’re going to take out $8 million and put $7 million in.
Lynn Helms: Correct.

Representative Kempenich: It would give us a cushion.

Chairman Vigesaa: If we set it up so it had to be a minimum of $25 million and maximum
of $50 million, and there was an unexpected major bankruptcy and you're sitting at $29
million, how would that handle if it was a $10 million case and you had to go below the
minimum?

Lynn Helms: The way | see it being structured, we’re sitting at $22 million, we’d like to see
$7 million go into the fund this biennium, our maximum that we’re going to spend out of the

fund is $4 million this biennium. If we had your scenario, that bankruptcy and those pluggings
and reclamations would be either tier one or tier two. We’d take on the ones that represented
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a safety hazard first and then the second tier would be that the wells would need to be
plugged and reclaimed. We wouldn’t be able to spend any money on mitigation, research or
demonstration projects until the gross production tax and all other income streams brought
us back up to that $25 million.

Chairman Vigesaa: This is purely policy, are there any other bills any place where an
amendment like this would better fit; rather than in the appropriation?

Lynn Helms: There is nothing that I'm aware of.

Vice Chairman Brandenburg: The oil spill that happened in South Dakota, wasn'’t there a
place 20 miles away that was better suited than to dump it in Minot?

Lynn Helms: The world has gone crazy over some of these things.
Lynn Helms: See testimony attachment B.

Vice Chairman Brandenburg: Do you have this $8 million in your green sheet or your
budget?

Lynn Helms: Currently, it's not anywhere. Currently $10 million goes to the oil and gas
research fund out of oil extraction taxes. That’s not going to be enough money; all except $4
million is committed.

Vice Chairman Brandenburg: So you’re looking at going from $10 million to 18 million?
Lynn Helms: Correct.

Vice Chairman Brandenburg: We have to do something with this natural gas.

Lynn Helms: That $8 million investment is going to net the state $28 million in production
extraction taxes.

Chairman Vigesaa: You have that at $18 million per biennium. Would there be a point at
some time when you wouldn’t need the $18 million again?

Lynn Helms: Your correct. At the end of this biennium, that could go away and go back to
the $10 million.

Chairman Vigesaa: Recessed the meeting.
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A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
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Chairman Vigesaa: Brought the meeting to order.

Chairman Vigesaa: Discussed the green sheet and attachment C.

Chairman Vigesaa: Section 4 would not be required in the bill?

Adam Mathiak, Analyst, ND Legislative Council: They were recommending that they
would have contingencies into the future in this next biennium. It's been a standard practice
over the past few biennium’s to include contingencies for additional positions if the activity
builds out in the oil patch; that they would have the authority to have additional FTE'’s to
address the needs with those additional wells.

Chairman Vigesaa: Is that in the executive recommendation?

Adam Mathiak: That was in their core budget; which is separate from the executive
recommendation. It's in the book that they provided.

Chairman Vigesaa: Is it in the form of an amendment?

Karlene Fine, Executive Director, ND Industrial Commission: See testimony attachment
A from January 10, 2019.

Representative Kempenich: We removed a few of his contingencies last biennium.

Chairman Vigesaa continued with the green sheet and worksheet.
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Representative Kempenich: Reducing travel doesn’t necessarily save you a lot of money.
It's a fixed cost to them; so they’'ve raised the rates. They have a spreadsheet at the DOT
as to how they come up with these rates and it's based on more than just gas usage.
Chairman Vigesaa: Karlene, do you know if that increase is due to rate increase?
Karlene Fine: Yes.

Chairman Vigesaa continued with the green sheet and the work sheet.

Representative Mock: Made a motion to move over the Microsoft Office 365.
Representative Beadle: Seconded the motion.

Voice Vote made.

Motion Carried.

Chairman Vigesaa: Are the computer replacements just updating old equipment?

Karlene Fine: They had extended all their computers last year to meet the budget
restrictions. So they’re going 4 to 8 years out with those computers.

Chairman Vigesaa continued with his explanation.

Chairman Vigesaa: The increased funding for the 2 FTE’s. Is that they were hired partway
through the biennium and this would be the additional needed to complete a full biennium?

Karlene Fine: Yes.
Representative Kempenich: Are you part of the unification?
Karlene Fine: No.

Representative Howe: Was the rare earth study going to be part of the amendment along
with the $5 million?

Chairman Vigesaa: We didn’t have that discussion.

Representative Kempenich: The sand and the rare earth we were going to leave.
Representative Howe: Made a motion to move one-time funds to the House changes.
Representative Beadle: Seconded the motion.

Vice Chairman Brandenburg: So rare earth and re-fracturing sand study are both going to
be SIIF money?
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Chairman Vigesaa: That was requested to be SIIF and we’ll leave it like that.

Voice Vote made.

Motion Carried.

Chairman Vigesaa: Would we have to move the bond payments over as well?

Adam Mathiak: It's similar to the base payroll changes; it’'s one of those standard ones. As
the bonds are being paid off, the payment amount is going down. This is just to reflect that
not as much funding is needed to continue those repayments.

Representative Kempenich: On the salary increases is that back to 2% and 2%7?
Chairman Vigesaa: | don’t believe that that’'s been determined yet.

Chairman Vigesaa continued with his explanation.

Representative Kempenich: I'm assuming that these two positions are filled?

Adam Mathiak: These are two that were partially funded and it’s related to that transfer of
the salaries and wages line item; it's related to the two contingent FTE positions from last
time. It was thought that those two contingent FTE positions would be staggered. The
$221,000.00 was not to provide the full funding. The $221,000.00 plus this additional funding
of $40,000.00 would fully fund them for the biennium. They just received their approval to
hire the positions in December.

Chairman Vigesaa continued with the green sheet.

Chairman Vigesaa: Is section 5 something that’s in the bill each time?

Adam Mathiak: That’s correct. Basically, it's money that goes to Karlene and her office staff
for providing their services to the other divisions. Those agencies provide some of their
money back to the industrial commission core office to pay for the salaries and operating
expenses that take place there.

Vice Chairman Brandenburg: The lignite research has $4.5 million coming out of the lignite
research fund. There’s also $15 million for Project Tundra coming out of that fund. There’s
only about $2 million left in that fund.

Representative Kempenich: The Senate has the deficiency appropriation.

Vice Chairman Brandenburg: For the litigation fund there’s $500,000.00. Is that for the oil
and gas portion or is that for lignite? What does that $500,000.00 address?

Karlene Fine: The $500,000.00 deficiency appropriation request for all the ongoing that we
have dealing with oil and gas as well as the ordinary high water mark that’s taking place in
Fargo district court.
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Vice Chairman Brandenburg: Is there any language in here to have access to that pot
that's in OMB to be used for a litigation fund? What's going to happen with that $4 million?

Karlene Fine: What OMB presented to the Senate appropriations was talking about the fund
being there and the agencies could go and access it. There’s nothing specific in our bill that
says that we can’t access that. That is where we would have the bills go. We need about
$1.5 million. If you break up the pool, we would suggest that $1.5 million be put in our budget
for litigation. It does not include any of the lignite litigation.

Vice Chairman Brandenburg: The $4.5 million out of the lignite research fund could
possibly be used litigation if you had to?

Karlene Fine: Yes. Lynn had also made a request for his part of the budget for some
additional funding to put those people on to a consultant basis. So we could continue our
transfer the skills they have; that was for $108,240.00.

Vice Chairman Brandenburg: That's money that is being used to keep on some of these
retiring people to help out for a period of time?

Karlene Fine: That’s right.

Vice Chairman Brandenburg: How much was it?

Karlene Fine: It was $217,617.00. He had also asked to be able to use the unexpended
funds that had been appropriated for the ordinary high water mark survey review and asked
that those funds be carried over.

Vice Chairman Brandenburg: How much is that?

Karlene Fine: It was about $400,000.00. We anticipate that we will be in court and need to
use our expert witnesses for the next couple of years.

Chairman Vigesaa: That must have been in his testimony?
Karlene Fine: It was on page 47 of his original testimony.

Representative Howe: If we're going to fund that software upgrade, we could fund these 3
FTE out of the same fund.

Chairman Vigesaa: On page 46 where that $108,000.00 is, that’s the cost to continue for
the ones that are going to be hired?

Karlene Fine: The $108,240.00 is the cost to continue for those employees that were hired
during this current biennium. This was an error that didn’t come across in the governor’s
executive budget.

Representative Kempenich: I'm wondering how desperately the contingency positions are
needed.
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Karlene Fine: Those would only come on board when we have the volume of wells.
Chairman Vigesaa: Where are we at with our count?

Karlene Fine: | can put those numbers together.

Chairman Vigesaa continued with the worksheet.

Vice Chairman Brandenburg: What section is that in that you’re going from $10 million to
$18 million?

Karlene Fine: That would be a new addition.
Chairman Vigesaa: Is the $1.5 million new money?

Karlene Fine: It's either in the $4 million that’s over in the OMB bill; if the OMB pool goes
away, then we need to have the $1.5 million in this budget.

Chairman Vigesaa: It'sin OMB?

Karlene Fine: Yes.

Vice Chairman Brandenburg: You’re saying you want $1.5 million for litigation?

Karlene Fine: That $4.5 million is the lignite research fund; it's a continuing appropriation.
All that $4.5 million language is doing is saying that amount of money can be used on
unmatched projects. Every other dollar within the lignite research fund has to have a match.
That section is in the bill so we don’t have to have a match on that amount of money. It’s not
increasing money, it's not adding on; it's already in the continuing appropriation. It’s just
saying that it can be used for non-matched projects.

Vice Chairman Brandenburg: It’s just using it for possible litigation, marketing studies and
research.

Karlene Fine: Yes.

Chairman Vigesaa recapped what they’ve reviewed so far.
Vice Chairman Brandenburg: Discussed attachment E.
Chairman Vigesaa: Your bill would establish this fund?
Vice Chairman Brandenburg: Yes.

Chairman Vigesaa: See attachments D, F and green sheet.

Vice Chairman Brandenburg: What's the $1 million for contingencies?
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Adam Mathiak: Page 7 of the bank’s original testimony from January 10, 2019.

Vice Chairman Brandenburg: What is the $700,000.00 for IT. Can you identify what that’s
for?

Adam Mathiak: Item 8 on the green sheet is part of their IT equipment which includes
software projects.

Vice Chairman Brandenburg: How much is in that rebuilders loan program for flood related
issues?

Karlene Fine: It is a carry over from that specific flood situation in Minot and it's winding
down as people are making their payments.

Adam Mathiak: As part of our compliance report that we did last spring; we usually include
an update on the rebuilders loan program. There was a total of $52 million of loans that were
authorized under the program; that included $32 million of loans from bank profits as well as
$20 million from the general fund. As of December 31, 2017 the outstanding balance of
those total loans was about $31 million. During 2016 about $4 million was used to replenish
the bank’s profits and 2017 a little less than that was used again to replenish the bank’s
profits. There’s about $13.6 million from the repayments that will continue to be used to
repay the bank’s profits and the additional will be used to repay the general fund amounts.

Representative Bellew: Those were unsecured loans; so if they default, they’re out the
money.

Vice Chairman Brandenburg: | noticed a savings plan for individuals with disabilities.
What's available on that?

Karlene Fine: That's part of the 529 Program. It makes it more available for those with
disabilities to be able to access that program. It doesn’t cost anything we’re just running a
program. People can invest to help those people with disabilities for college.

Representative Kempenich: There’s $80 million of operating adjustments. Was that just
to meet the budget requirement?

Adam Mathiak: The $80 million is related to those two transfers.
Representative Kempenich: That goes into operating?

Adam Mathiak: Traditionally transfers are a little bit odd. Whenever money is spent out of
the general fund, it requires an appropriation and it has to reside in some budget. OMB’s
budget is usually the holding place for transfers. In this case, since it’s related to programs
at the bank, the bank only has two line items for operations; instead of adding a separate line
item it was easier to include it in the operating line.
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Representative Bellew: That money was to come out of the Legacy Fund earnings. Is that
not correct? That wouldn’t be transferred to the general fund.

Adam Mathiak: It's designated out of the Legacy Fund earnings; but it was a general fund
appropriation and transfer. The money would be deposited in the general fund at the end of
the biennium.

Vice Chairman Brandenburg: Can you explain how these bonds work? From my
understanding we’re freeing up $1.2 billion and we’re committing to $120 million in bond
payments for the next 30 years.

Karlene Fine: See testimony attachment D

Vice Chairman Brandenburg: So this $55 million bond you’re referring to is Prairie Dog I11?
Karlene Fine: Yes, the bond payment is Prairie Dog Ill.

Vice Chairman Brandenburg: That’s the bill that’s over in the House being worked on.
Karlene Fine: It's in the Senate.

Vice Chairman Brandenburg: Where’s Prairie Dog I?

Karlene Fine: HB1066 has no bonding in that bill.

Vice Chairman Brandenburg: The bond that we’re committed to is about $10 million and
we’re going to add another $110 million with all the programs that we’re looking at; so it'd be
a total of $120 million of bond payments every biennium. For school construction there’s a
principal payment of $25 million; but then you have different amounts for payments in 2021
and 2025.

Karlene Fine: For the school construction, there was a change since when the governor
had it in his budget and it was coming out of the general fund. When SB2214 was introduced
that switched it over to foundation aid stabilization fund payment. It won’t be coming out of
the general fund. The other two that have been introduced was the corridors for commerce
which is about $16 million and then the building authority bill that looks at funding for projects
on the university system campuses. That’s going to be heard on Thursday.

Vice Chairman Brandenburg: Is it $120 million or $140 million?

Karlene Fine: We can put that together for you.

Representative Kempenich: What's the limit on the building authority?

Karlene Fine: The building authority has a limit of 1/10 of $.01 of the sales tax.

Chairman Vigesaa: That makes the bulk of it, that $80 million coming through. They’re
actual operations they lowered by almost $6 million.
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Karlene Fine: That’s right. We've had conversations between the bank president and myself
of whether it should be placed in those bills where the actual authorization is given; but that
hasn’t happened yet.

Chairman Vigesaa: The $700,000.00 is in the capital assets line.

Karlene Fine: That’s correct.

Chairman Vigesaa: If it is $140 million that we’re going to transfer from the profits to the
general fund, that would be in section 6 of the worksheet?

Adam Mathiak: We included that as part of the base budget bill. It would just be a matter
of adjusting that if needed.

Chairman Vigesaa: Are those numbers any different from previous biennium as to what
was transferred?

Adam Mathiak: It was an increase in the amounts. Those sections are not included in the
base budget, so they would need to be moved over. It would just depend on how much you
wanted to utilize for those programs.

Chairman Vigesaa: Those numbers come from profits from the bank?

Adam Mathiak: That’s correct.

Representative Bellew: How are those funds used and how are they paid back?

Vice Chairman Brandenburg: The Bank of North Dakota will do an interest buy down. It
can never go below 1% but it can go down 5 points depending on the interest rate. It’s always
originated with the local banker.

Representative Bellew: How do they get paid back?

Vice Chairman Brandenburg: By the borrower.

Representative Bellew: The community expansion fund is not for local governments to
borrow; it’s for an actual business to borrow?

Karlene Fine: That’s the PACE Program. When your local business wants to expand, they
go to their banker.

Representative Bellew: It's not city or county?

Karlene Fine: This is strictly for businesses we buy down. You do not get your money on
the buy down part.
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Vice Chairman Brandenburg: That community participation is so you don’t have competing
business competing at a lower rate of interest. That’s why the community partnership is
involved.

Karlene Fine: The community also has to endorse the project.

Representative Bellew: What do you mean the community has to endorse the project?

Representative Kempenich: The local council and local economic development has to be
supporting it.

Representative Bellew: There’s no local tax dollars that go into it is there?
Karlene Fine: They probably have a fund in Minot that they use to help businesses and that
would be part of this also; that they would be putting in some local community dollars as well

in a project.

Chairman Vigesaa: Closed the meeting.
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Chairman Vigesaa: Opened the meeting on HB1014.

Karlene Fine, Executive Director, ND Industrial Commission: The funding for the
Housing Finance Agency comes from the funds that they generate. They issue bonds and
when those bonds come back for mortgages, then they get a percentage as an administrative
fee; those administrative dollars are used to fund the agency and the different programs
within the agency.

Representative Beadle: If we weren'’t
Karlene Fine: We aren’t talking about bonding for the Housing Incentive Fund.

Representative Beadle: If we weren’t authorizing additional new bonds to be issued for the
Housing Incentive Fund, how long are the existing bond payments and revenues projected
to go out to continue funding operations?

Karlene Fine: We're not talking about the bonding with the Housing Incentive Fund. That’s
completely different. This is for the mortgage programs that they do for first time home
buyers. The Housing Incentive Fund is a source of funding that doesn’t come from special
funds.

Representative Beadle: This is purely off the admin fee that’s on first time home buyer
loans?

Karlene Fine: Yes. There’s also some fee income that does come from some of the
programs. We have over $1 billion in bonds for the housing program that are paid back by
mortgages.
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Chairman Vigesaa: Can you bring us up to speed with the bills that circulating with regards
to Housing Incentive Funds?

Karlene Fine: There are two more bills. This morning the Senate had a hearing on a $40
million bill and then there’s also another bill for housing tax credits; that’s for $10 million.

Chairman Vigesaa: That one for $40 million is Senator Kruen’s? Is that the same program?
Karlene Fine: It's the same program.

Vice Chairman Brandenburg: That $40 million that Senator Kruen put in, would that come
out of general funds, special funds or bonds?

Karlene Fine: It's general fund.

Vice Chairman Brandenburg: The $10 million is tax credits? Who'’s the sponsor of the tax
credit bill?

Karlene Fine: Yes. | don’t remember off the top of my head.

Adam Mathiak, Analyst, ND Legislative Council: It's Senator Mathern. It's SB2302.
Vice Chairman Brandenburg: What's Senator Kruen’s number?

Adam Mathiak: That's SB2271.

Chairman Vigesaa: How many other

Representative Bellew: Are you anticipating more mortgages or is that just an increase in
the mortgage fees?

Karlene Fine: It's based on volume.

Vice Chairman Brandenburg: You’re anticipating that whatever comes out of this session
and the $57,000.00 would be the fees to take care of those increases of service and premium.

Karlene Fine: You have to have the authority to make those purchases. The $57,000.00
was the reduction in funding for the temporary employees.

Vice Chairman Brandenburg: The servicing premium is $602,000.00?
Karlene Fine: Correct.

Vice Chairman Brandenburg: Is $1.6 million needed for the federal housing grants?
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Karlene Fine: One of the programs we’ve been able to get some federal dollars from is the
housing trust fund. The HUD grants come through that line; where we pass through dollars
to housing authorities for rental payments. That was the best estimate they could give of
what they were going to be needing for those housing grants.

Vice Chairman Brandenburg: Last session we had some federal dollars that we had left.
Did we use them all up?

Karlene Fine: | think last biennium we were talking about some funding that went to the city
of Minot and we had worked with that local housing authority. They couldn’t get them all
expended in time, so we had to carry that over. That was for a one-time.

Vice Chairman Brandenburg: There’s nothing out there that hasn’t been used?
Karlene Fine: It may have been committed but not expended.
Vice Chairman Brandenburg: Are you broke right now?

Karlene Fine: No. We need authority to be able to use the dollars that become available to
the agency. There was that section in the bill that allowed the agency to have appropriated
any additional income or unanticipated income from federal or other sources. We’d like that
section back in the bill.

Representative Bellew: If we do put that section back in, | think they need to report
someone as to how many funds that they get.

Chairman Brandenburg: Did you present us with the language for that amendment?
Karlene Fine: That was in Jolene’s testimony.
Vice Chairman Brandenburg: How are we sitting with housing?

Adam Mathiak: Last session the legislative assembly did not provide new dollars for the
program; but it continued fund, the fund has continuing appropriation authority. There were
some outstanding commitments at the time. There was also a little money to be re-granted.
| believe there were only a few million dollars that were available this last session to re-grant.
They wouldn’t be anticipating any funding for this biennium unless new money was added or
an existing project that had been granted funds did not go forward.

Vice Chairman Brandenburg: | think we put $20 million of general fund dollars and $20
million credits.

Adam Mathiak: In 2011 they allowed for a total of $15 million of tax credits; that was the
only funding source. In 2013 there was a $15.4 million transfer from the general fund to the
Housing Incentive Fund; and in addition, the credits were increased to $20 million, so it would
have been $35.4 million. In 2015, there was a transfer of $5 million from the Bank of North
Dakota profits to the Housing Incentive Fund. There was an additional contingent transfer of
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Bank of North Dakota profits of $5 million; that contingency was met and that additional $5
million was transferred. There were $30 million of tax credits for a total of $40 million. In
2017 it was the continuation of the fund but no new dollars were appropriated.

Chairman Vigesaa: See attachment A.

Chairman Vigesaa: There isn’t anything else in the bill that has to deal specifically with
housing finance.

Karlene Fine: No.
Chairman Vigesaa: Discussed the green sheet for the Housing Finance Agency.
Karlene Fine: See testimony attachment C.

Vice Chairman Brandenburg: When we take that $25 million out of there from Foundation
Aid Stabilization Fund, what’s in there right now; about $300 million?

Karlene Fine: There’s $500 million.
Karlene Fine continued with her explanation.
Representative Bellew: How long are these bond for?

Karlene Fine: The general fund building authority are for 20 years; the other two are 30 year
bonds.

Vice Chairman Brandenburg: The Bank of North Dakota general fund; that $80 million
doesn't total the $55 million and the $16 million.

Karlene Fine: When that was put in the bill, the governor’s budget had the $25 million for
the school construction coming out of the Legacy Fund. The $55 million for the infrastructure
corridors had not been introduced; so it was not included.

Representative Beadle: What can we anticipate for the loans given out of these loan funds?
What do we anticipate for the revenue recouped back into the fund to be able to reinvest?

Calvin Holut, Economic Development and Government Program Market Manager,
Bank of North Dakota: Discussed testimony from January 23, 2019.

Vice Chairman Brandenburg: We have all these bonding programs and the savings that
you're trying to point out is that that $1 billion to local political subdivisions will save $527
million over that timeframe and interest cost.

Representative Bellew: The money to pay these loans back comes from my property taxes
and your property taxes. These are just property tax increases for some of us across the
state.
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Representative Beadle: Those repayments are given back out as new loans?
Calvin Holut: Yes, they roll back out.
Calvin Holut continued with his testimony.

Representative Kempenich: It was brought to my attention that Mandan had some
improvements and there are some specials that are being looked at.

Vice Chairman Brandenburg: SB2268 and SB2275 ties up $71 million in earnings from the
Legacy Fund. Are there any others going after the Legacy?

Representative Bellew: There is a rumor that someone is going after the principal to take
$400 million and put that into a fund like this; and then the payments would go back into the
principle.

Calvin Holut: See testimony attachment D.

Vice Chairman Brandenburg: If you take the $30 million, you won’t need it all. You have
$5 million to carry forward.

Representative Beadle: With the handouts, the $71 million paymentis it just the $2.3 million
as a contingency overage?

Calvin Holut: How we built out that chart was based on the $400 million as opposed to if we
were to bond out for the total of the $500 million. That takes us up to the $71 million. The
difference is we stopped bonding at $400 million; anticipating that that was the amount of
money that we can get over the course of the next four years.

Representative Beadle: The anticipation is that we never get this other $100 million that
leads to the $55 million.

Calvin Holut: When we look at the $55 million, we can bond for $430 million to $440 million.
The bill gives us authorization to go up to the $500 million; but we can’t get to the $500 million
based on a $55 million payment.

Representative Beadle: That would still be paid out over a 30 year time period.

Calvin Holut: Yes.

Attachment B was handed out but not discussed.

Chairman Vigesaa: Closed the meeting.
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Chairman Vigesaa: Opened the discussion on HB1014.

Representative Bellew: With the base payroll changes, if we go to the 2%/2%, that $3.477
million should be different; shouldn’t it?

Becky Keller, Analyst, Office of Management and Budget: The mill and elevator are on
a contract system; so they work within their own compensation package based on the
contract that they have with their employees. We don’t give them a compensation package.
The only thing that would change would be the health increase.

Representative Bellew: What's the base payroll changes?

Becky Keller: That’s going to be the base payroll changes they had to pay based on their
contract.

Vice Chairman Brandenburg: They're union. They set up this gain share contract with the
employees; and they have really improved the facilities. They’re making some good money;
but they’re working hard also.

Representative Bellew: | don’t think we need to be rubber stamping everything they want.
They make a lot of money for working there compared to the rest of the state employees.

Chairman Vigesaa: It’'s like they're a private entity that we just take a bunch of their profits
at the end of the biennium. They’ve grown it immensely. Last time we took 75% of their
profits.

Vice Chairman Brandenburg: How much is in their profits this year?
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Representative Beadle: It's about $13 million.
Representative Bellew: | think we should keep it at 75%.

Becky Keller: For the 2017-2019 biennium we’re expecting a transfer of $19.87 million for
the biennium; and then 2019-2021 biennium it would be $13.4 million.

Chairman Vigesaa: That’s at the 50%?

Becky Keller: Correct.

Vice Chairman Brandenburg: When they take on the projects and finance them
Chairman Vigesaa: Discussed the worksheet from January 30, 2019 attachment B.

Representative Kempenich: If you give them the authority, are they going to hire them if
they don’t need them?

Representative Howe: It does say that in their testimony.

Vice Chairman Brandenburg: Would it be ok to give them one of each and give them two;
or do you want to pull all four?

Chairman Vigesaa: We could. That food safety thing is getting to be a bigger deal. They
have no vacant positions?

Representative Kempenich: No.

Representative Mock: So you would give them one food safety and one food safety
assistant?

Chairman Vigesaa: Yes.

Representative Mock: The two food safety individuals was that necessary in order to meet
a higher output?

Chairman Vigesaa: No. |think it's because there’s an increased awareness for food safety.

Representative Beadle: They also talked about how there are some new FDA regulations
that they have to constantly monitor.

Representative Mock: I'd be happy to give them one of each. If they can demonstrate that
there needs to be more conversation, I'd imagine we’ll have that chat in April.

Chairman Vigesaa: Their contribution to the general fund will be $13.54 million; which is
50% of their profits.

Representative Mock: That’s 50% of their profits for the 2019-2021 biennium?
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Chairman Vigesaa: Yes. Last biennium we took 75% of the profits.
Becky Keller: It's going to be $19 million this biennium.

Representative Mock: We’re taking 75% of the total net profits and that’s going to be $19
million?

Becky Keller: Right.
Representative Mock: So it wasn’t a hard amount; it was a percentage.
Chairman Vigesaa: Right.

Vice Chairman Brandenburg: We received $19 million; but they kept $6.5 million. The
2019-2021 biennium will be $13 million and $13 million if we stay at 50%.

Chairman Vigesaa continued with the worksheet.

Vice Chairman Brandenburg: Made a motion to move one food safety FTE and one food
safety assistant FTE to the House version.

Representative Howe: Seconded the motion.

Voice Vote made.

Motion Carried.

Representative Bellew: Have we decided what percentage?
Becky Keller: That is in century code.

Representative Bellew: Is the 75% in century code?

Becky Keller: That was a one time change in session law.

Vice Chairman Brandenburg: Made a motion to move $10,000 from the mill’'s promotional
fund to be donated to rural leadership.

Representative Kempenich: Seconded the motion.
Becky Keller: The 75% is in code but it sunsets on June 30, 2019 and reverts back to 50%.
Voice Vote made.

Motion Carried.
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Chairman Vigesaa explained what the committee had changed to the Executive Director of
the industrial commission.

Vice Chairman Brandenburg: There was a study given out about all the overtime and
discussion of the gain share; they’re not doing anything wrong.

Chairman Vigesaa: Closed the discussion.
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Chairman Vigesaa: Opened the work session on HB1014.
Chairman Vigesaa: Went through the worksheet from January 29, 2019.

Vice Chairman Brandenburg: Made a motion to add two contingent FTE’s; one funded and
one unfunded.

Representative Beadle: Seconded the motion.

Representative Kempenich: Where’s he at with FTE’'s?

Vice Chairman Brandenburg: There’s 105 FTE’s for oil and gas.

Representative Kempenich: Where were they at four years ago?

Adam Mathiak: In 2011-2013 they were at 74 FTE’s. In 2013-2015 they increased to 98
FTE’s. In 2015-2017 there were 117 FTE’s and in 2017-2019 they went back to 110 FTE’s.

The executive budget recommended holding it flat at 110 FTE’s.

Vice Chairman Brandenburg: Last time we set up six FTE’s on contingency. Did they use
all six of those FTE’s? Did they need them all?

Adam Mathiak: In the last session it was just two contingent FTE’s and they were recently
approved at the budget meeting in December. It was in 2015-2017 that there was a number
of contingent positions that were added; those were based on well counts, but with the
changes in the oil field and the oil price collapse meant that they didn’t have the number of
rigs that those triggers were based off of so they did not add those contingent positions.
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Chairman Vigesaa: Those are included in the 110 FTE’s?
Adam Mathiak: That's correct.

Representative Kempenich: There was one that was open for 12 months; but that was
filled in January. There are six FTE’s that are waiting for 2019-2021 budget approval.

Vice Chairman Brandenburg:

Chairman Vigesaa: Have we always used the same benchmark for adding contingent
employees?

Adam Mathiak: The well counts have been an easier predictor. They've used the well
counts because it tends to be a reflection of when they need the FTE.

Vice Chairman Brandenburg: In 2011-2013 we had about 10,000 wells and now we’re at
20,000 wells. There’s about 1,000 wells that are ready to be fracked.

Voice Vote made.
Motion Carried.
Chairman Vigesaa continued with the worksheet.

Adam Mathiak: In HB1066 the amount that would be allocated to the abandoned well fund
would be up to $7.5 million per year. They had proposed reducing that down to $3.5 million;
but if you're leaving it at $7.5 million, you could just appropriate directly from the abandoned
well fund, you could adjust the allocations to the abandoned well fund. I’'m not sure that it
would be necessary to move money to an extra fund to appropriate it; you could simply
appropriate from the abandoned well fund.

Chairman Vigesaa: The rest of the amendment that Lynn provided was to change the
amount going into the abandoned oil and gas well plugging site reclamation fund to $3.5
million per fiscal year. We’re going to put a cap on it of $50 million instead of $100 million.

Adam Mathiak: One of the things that will come into play is merging the changes to the oll
formula. It depends on how closely things align as to whether they’re in conflict and whether
the code advisor will be able to do it. HB1066 deals with this same section of law; so there’s
the potential for some of this language to conflict.

Vice Chairman Brandenburg: There’s about $23 million in the abandoned well fund now;
so if we take $5 million for the data and also $7 million for the fund, there’s enough there now
but we don’t know how much is going to come into that fund because we don’t know how the
buckets are going to line up to fill those needs. We don’t want to have a negative number.

Adam Mathiak: 1 don’t think it would end up in a negative situation. | believe it was
somewhere in the neighborhood of $12 million to $13 million that would be allocated based
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on HB1066 that would be going in as new money. It wouldn’t be reaching the $7.5 million
cap per year based on the estimated oil price and production approved in January by the
appropriations committees; the $1.35 million and $42.50, so it would be somewhere in the
neighborhood of $13 million. If oil prices and production went up, it's possible that the $7.5
million cap per fiscal year could come into play. If there’s $13 million of new money and you
were going to appropriate $5 million for this project; that would put $8 million in the fund,
which would be slightly more than the $3.5 million they were requesting per year.

Chairman Vigesaa: You’re saying to just appropriate the money out of this fund?

Adam Mathiak: That would be the most straight forward method to use.

Vice Chairman Brandenburg: Made a motion to take $5 million out of the abandoned oll
and gas well plugging site reclamation fund and to change the cap from $100 million to $50
million.

Representative Beadle: Seconded the motion.

Voice Vote made.

Motion Carried.

Chairman Vigesaa continued with the worksheet.

Vice Chairman Brandenburg: They can’t work for a month after they retire and then they
come back on and assist these new people.

Representative Bellew: What's the rule for retired people coming back? When | retired
from my government job, | couldn’t go back and work for the same organization.

Representative Howe: Couldn’t that be contract work?

Karlene Fine: You are limited to 20 hours per week for an eleven month period.

Becky Keller, Analyst, ND Office of Management and Budget: We didn’t forget to include
the operating, we had given them an adjustment for inflation and we figured that was enough

of an increase in their operating so we just didn’t adjust it further.

Chairman Vigesaa: If they had vacant employees could they use those dollars to fund this
request?

Adam Mathiak: | believe they could use it for temporary salaries and wages out of their
salaries and wages line item. If they were doing them as contract employees, that would be
an operating expense. If they had sufficient room in their budget, they could go to the
emergency commission and ask for approval to move money between line items.

Chairman Vigesaa: They would probably consider them temporaries.
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Adam Mathiak: | would imagine that they would be considered temporary.

Representative Kempenich: On their vacant FTE report, they have waiting for 2019-2021
budget. Why would they have that since they are already approved FTE’s? Wouldn't the
money already be there?

Becky Keller: I'm not sure why they would wait for the 2019-2021 budget; unless it’s one of
the contingents and they want to make sure that they can continue them.

Representative Kempenich: If we approved two more like last session?

Becky Keller: The contingent funding was probably only good for the current biennium and
then it has to be re-authorized through the appropriation process where they get the full
funding. I don’t know if they were concerned that maybe the emergency commission wouldn’t
have granted or the appropriation wouldn’t grant it.

Adam Mathiak: The reason they had waiting to fill on those in part may have been because
the governor had proposed some reductions in their original budget request asking for 5% to
10% budget reduction. | anticipate that the agency was a little bit concerned that if they didn’t
have any of their funding restored, that they wouldn’t have sufficient money; that they had
probably underfunded their positions as part of the budget cuts. The executive budget did
restore some funding; they may also be waiting to see how the final budget came in as well.

Chairman Vigesaa: If they wanted to hire them they might have some money to retain
however they could afford based on what kind of salary dollars they have available.

Vice Chairman Brandenburg: When we put these other contingency people in last session,
we never even funded them. Let’s allow them to have the authority to have these training
people but hold back on the money and figure it out in conference committee.

Chairman Vigesaa: If they get to the point where they would like to these individuals back
as temporaries, they could do that and find the dollars in their salary line to do so.

Adam Mathiak: They could. If you wanted to specifically add some sort of section; you
could do that but it wouldn’t be necessary.

Chairman Vigesaa continued with the worksheet.

Chairman Vigesaa: | think he was looking for some type of language which would allow him
to access up to $1.5 million from that fund.

Stephanie Gullickson, Analyst, ND Office of Management and Budget: The language
we wrote up for that, we didn’t say they were limited to a certain dollar amount.

Vice Chairman Brandenburg: The language that is being looked for is that they have
access to this $1.5 million because they want to be able to hire their own lawyers.

Chairman Vigesaa: You’re saying he’s not limited; he could go more than $1.5 million.
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Stephanie Gullickson: That’s correct.

Chairman Vigesaa: This is like he’s reserving $1.5 million.

Stephanie Gullickson: Sounds like it.

Chairman Vigesaa: How much is in that fund?

Stephanie Gullickson: We put in $4 million from SIIF to cover that fund.
Chairman Vigesaa: So it's like who gets to it first?

Stephanie Gullickson: There were three agencies that we knew had litigation. Those three
agencies are included and we put in additional funding to cover any potential litigation.

Chairman Vigesaa: Did those agencies give you an idea of what they thought they might
need?

Stephanie Gullickson: That’s correct.

Chairman Vigesaa: Do you know if the department of natural resources indicated $1.5
million?

Stephanie Gullickson: That’s correct.

Adam Mathiak: It's not really a fund, there’s no money that’s actually there currently. It's a
new proposal to include in the OMB budget a funding pool; it would be an appropriation in
that budget. If they were to remove the funding in the Senate, unless it was added in here
specifically, then there technically wouldn’t be money available.

Vice Chairman Brandenburg: | know there was money in all these agencies. What
happened to that turn back money? Was that just put back into the general fund?

Adam Mathiak: In the current budget cycle, they did have appropriation authority in their
individual budgets. They’ve been spending it as needed. The industrial commission had $1
million last time; but that was insufficient to meet their current needs, so they asked for a
deficiency appropriation of an additional $500,000.00. That’s where their $1.5 million came
from.

Chairman Vigesaa: See attachment A.

Representative Mock: The emergency clause may not be fully necessary; but they would
like to start the project this biennium.

Vice Chairman Brandenburg: | have something for the ordinary high water mark.

Adam Mathiak: That would have been in the executive budget recommendation bill; it was
section 22 that authorized them to carry over money that was in SB2134 last session that
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dealt with the ordinary high water mark. Part of the funding for that provided an appropriation
of $800,000.00 to the industrial commission to contract with a firm to conduct a survey review.
They spent a portion but are asking to carry over authorization in case they need to bring the
company back as they deal with litigation and other questions.

Vice Chairman Brandenburg: Is it $400,000.00 or is it a different number?

Adam Mathiak: That is $400,000.00. They had $800,000.00 and spent about $400,000.00;
and would have $400,000.00 carried over.

Chairman Vigesaa continued to discuss attachment A.
Representative Mock: Made a motion to appropriate $18 million for natural gas storage.

Adam Mathiak: I’'m not sure that an emergency clause would be applicable for a few
reasons. The oil and gas research fund does have a continuing appropriation; so this
identifying intent for that and saying that they would use a part of that. There’s nothing
currently prohibiting them from providing money for a project like this out of the fund. This is
just specifically identifying a portion of it. The main restriction they’d be facing is that they’ve
already committed money to existing projects; so this is providing new money and specifically
identifying that new money for this one project. As far as an emergency clause, this is dealing
with the oil allocations so it’s not going to change the current allocation formulas. If they need
cash up front, an emergency clause isn’t going to help because they’d have to wait for the oil
money to come in anyway. If they’re doing it as a reimbursement type situation, they could
use cash that’s in the fund right now to front the money; and use future collections to pay
other projects.

Vice Chairman Brandenburg: How much is in the oil and gas research fund?

Adam Mathiak: | think that there will be about $5 million left at the end of this biennium.
Most if not all is committed to grant awards or contracts that have already committed. There
are potentially some additional commitments that may need to come from a part of next time’s
money.

Vice Chairman Brandenburg: What projecting this fund will receive?

Adam Mathiak: It would be the full $10 million in current law. This would be an increase
from $10 million to $14 million.

Vice Chairman Brandenburg: If it takes 6 to 8 months to get $10 million, we probably have
to have a year to get to the $14 million.

Adam Mathiak: In rough numbers that would be true.
Chairman Vigesaa: After this biennium it would go back to the previous number?

Adam Mathiak: Yes. The Prairie Dog bill addresses this same section of law. Since it's a
one-time change, it allows us to leave century code alone and it provides alternate
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instructions for the treasurer to allocate it differently for the next biennium; then it would revert
to current law.

Vice Chairman Brandenburg: Seconded the motion.
Voice Vote made.

Motion Carried.

Chairman Vigesaa continued with the worksheet.

Chairman Vigesaa: The $221,000.00 being moved into the salaries line. Is there anything
we have to do with that?

Adam Mathiak: That would potentially require action on your part.
Chairman Vigesaa: These were for the contingents added during the past biennium. This
is the continuation of their salaries and benefits for the next biennium. Would that become

part of the base payroll line?

Adam Mathiak: It would become part of the base budget for next time. It's moving from the
contingency line item to the salaries and wages line item.

Vice Chairman Brandenburg: Are you saying the $300,827.00 that’s for the two FTE’S?

Adam Mathiak: It's not adding any money to the overall budget, it’s just moving between
line items.

Chairman Vigesaa continued with the worksheet.

Chairman Vigesaa: What would the $40,000.00 be for?

Adam Mathiak: That would be added to the salaries and wages line item as well. The
$221,000.00 plus the $40,000.00 would provide the funding for their full salaries. The
$221,000.00 that was provided last time was done on a phased in schedule; they weren’t
funded for the full biennium. The $40,000.00 provides the funding needed to get them to a
full biennium’s worth of funding.

Vice Chairman Brandenburg: So we gave them a pickup and a computer?

Adam Mathiak: The $221,000.00 was part of the contingency line item; it was available for
salaries and wages as well as the operating expenses associated with those employees.

Representative Howe: Made a motion to increase the funding for two FTE’s to complete
their salaries and benefits for the remainder of the biennium.

Representative Kempenich: Seconded the motion.
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Voice Vote made.

Motion Carried.

Chairman Vigesaa continued with the worksheet.

Chairman Vigesaa: Are you saying we wouldn’t need section 5 on the green sheet?
Adam Mathiak: Yes. | would consider it as an optional one. Section 3 is already in the bill
and we’ll update the numbers for the bond payments. Section 9 is part of the bill; we’d make

sure that we had the most current numbers.

Chairman Vigesaa: If anything is decided to be bonded that language would follow that
legislation?

Adam Mathiak: We didn’t spend a lot of time looking back on the history of it.

Chairman Vigesaa: | would prefer not to add that in regard to bond payments. Would we
need any of section 3?

Adam Mathiak: We would need section 3; it’s in the base budget bill. It's the question of
section 5 of whether you wanted to include that.

Vice Chairman Brandenburg: On section 9 there is $1,184,000.00 that transfers from last
biennium to this biennium. | know it's committed money; but it would be nice to know where
it's committed to.

Adam Mathiak: The $1.184 million is for the administrative fees; it's for the salaries and
operating expenses of the industrial commission.

Chairman Vigesaa: That would be for the five FTE’s?
Adam Mathiak: Yes.

Chairman Vigesaa: Closed the discussion.
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Chairman Vigesaa: Opened the discussion on HB1014.

Chairman Vigesaa: See attachment A.

Adam Mathiak, Analyst, ND Legislative Council: See attachment B.
Representative Bellew: Why does the amendment say HB1013 instead of HB10147?

Adam Mathiak: That was originally where the amendment was drafted. We can add it to
this bill.

Chairman Vigesaa: Should it be in the trust lands bill?

Adam Mathiak: | don’t think it will really matter. It probably makes more sense to keep it all
in the same bill.

Vice Chairman Brandenburg: So we’re doing $7.5 million every year for a total of $15
million for the biennium. It's going into the outdoor heritage fund. | know there’s $9 million
available; but that’s already money that’s appropriated from previous biennium. There never
is any turn back to this is there?

Adam Mathiak: Most of the changes in this particular case are related to funds that are
administered by the industrial commission. It would make sense to keep it in there.

Representative Beadle: Made a motion to allocate up $7.5 million per fiscal year to the
outdoor heritage fund.
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Representative Howe: Seconded the motion.

Representative Bellew: If we don’t do this amendment, what will the outdoor heritage fund
go to?

Karlene Fine, Executive Director, ND Industrial Commission: It would go back to what’s
in statute right now; up to $40 million. We’ve never received that much. Let’s say the $10
million had not been capped this current biennium, we would have gone to $30 million. That
would have been the most we've gotten from the fund in one biennium.

Representative Bellew: Based on that | will support this amendment.

Voice Vote made.

Motion Carried.

Chairman Vigesaa: See attachment C and also attachment F from January 29, 2019.

Representative Bellew: There seems to be $500,000.00 difference from what the bank
gave us and what’s on the sheet.

Adam Mathiak: Explained the worksheet. See attachment F from January 29, 2019.

Vice Chairman Brandenburg: The new student loan system, we’re looking at $240,000.00
to $400,000.00. Is that $160,000.00 just an estimate of what it's going to be?

Adam Mathiak: Correct.

Vice Chairman Brandenburg: For the implementation fees for students, which is going to
be $380,000.00. We know that one is solid?

Adam Mathiak: | would imagine all of these are estimates projects. They may have a little
bit better idea based on some sort of preliminary quote or estimate from either vendor.

Vice Chairman Brandenburg: Looking at all of these we’re looking at $1.5 million. It's a
moving target and you can’t pin it down.

Representative Kempenich: They need to show the level of need.
Vice Chairman Brandenburg: | agree with you but how do you make it better?

Representative Kempenich: It's an $8 billion enterprise and you have to treat it as such.
What is the capital at the bank?

Karlene Fine: It's $7 billion. It's really all about technology and the customers; everyone
wants this information on their phone.
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Chairman Vigesaa: If you take the upper levels of those projects, it comes out to $1.575
million. Would you feel better if we went with the lower estimates?

Vice Chairman Brandenburg: I'm just trying to understand it. | don’t know if we need to do
that.

Chairman Vigesaa continued with the worksheet.

Chairman Vigesaa: Could you look to see what that contingency has been for them in the
previous biennium?

Adam Mathiak: This would be in addition to their contingency.
Representative Bellew: | still don’t understand the base payroll changes.

Chairman Vigesaa: In the department of financial institutions, their base payroll was
$300,000.00 less; that's because they had some senior executives retire and they had people
that came in at a much lower pay scale. Their actual base going forward is much less
because they’re paying less; because of the changes they made in the biennium with regard
to their personnel.

Representative Bellew: This is an increase of $230,000.00 is that promotions from within
the bank?

Chairman Vigesaa: It's stuff they have done internally to change the pay scale of their staff.
Representative Bellew: Is there a breakdown of that?
Chairman Vigesaa: | imagine if you wanted it you could get it.

Vice Chairman Brandenburg: If they work harder within their own agency, they find fit to
money around to get people to do it with less FTE's.

Becky Keller, Analyst, ND Office of Management and Budget: The $230,000.00 increase
for the Bank of North Dakota is all salaries permanent. It's permanent salaries that have
increased due to either hiring above what they've had in the past or giving the internal pay
raises or promotions. So it's all permanent salaries; it's not temp increases. It's all to keep
their people where they need them to be.

Chairman Vigesaa: Those base payroll changes have been in every budget?

Becky Keller: Right. They have to put in what their salary appropriation was for the current
biennium. When they enter their payroll, they’re going to include any new hires, they’re going
to include the people at the salaries that they may have moved up into to, any increases in
temporary salaries, etc.; that all shows up as a base payroll change because it's all done
where they change package for payroll.
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Adam Mathiak: For this biennium the total contingency would be $3.5 million; so it's an
increase of $2.5 million up to $3.5 million. In the 2015-2017 biennium it was around $4
million. Before that it was around $3 million to $3.5 million in the 2013-2015 biennium.

Chairman Vigesaa: So they’re just raising it up to a historical average; at least over the last
2 to 3 biennium?

Adam Mathiak: Yes.

Chairman Vigesaa: Do you have a breakdown of the $700,000.00 for technology
equipment?

Adam Mathiak: There’s a little bit of actual equipment; but it’s IT equipment and software.
| believe most of it is related to software development it meets the criteria of being large
enough to be classified as a capital asset.

Chairman Vigesaa continued with the worksheet.

Representative Bellew: Why don’t you include the base payroll changes on the green
sheet?

Adam Mathiak: It's a historical practice that we don’t include that on there.
Representative Howe: Made a motion to move line items discussed to the House version.
Representative Beadle: Seconded the motion.

Voice Vote made.

Motion Carried.

Chairman Vigesaa: I've learned that for the one-time funding we can take out the $80
million.

Karlene Fine: The $80 million has been identified and put into those bills that related to the
bonding. So it was the $25 million that was going to be used for the school construction
program. There was also the $55 million that was going to be for the infrastructure program.
Vice Chairman Brandenburg: It's actually $68 million that was going to be parked there.

Karlene Fine: At the time when that bill was introduced, the $16 million for the corridors of
commerce was not in the governor’s budget.

Chairman Vigesaa continued with the worksheet.

Vice Chairman Brandenburg: Made a motion to move sections 6, 10 and 11 from the
worksheet to the House version.
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Representative Howe: Seconded the motion.
Voice Vote made.
Motion Carried.

Chairman Vigesaa: That was getting the $15 million that has been going to the development
fund; we’re getting that off of the Bank of North Dakota’s books. Is that correct?

Karlene Fine: Correct. It was to get it off the bank’s books.

Chairman Vigesaa: In the future it wouldn’t be involved in the budget at all?

Karlene Fine: No.

Vice Chairman Brandenburg: As | understand it, there are two different loans. You have
gggfﬁggured and one isn’t; and it makes a conflict. By separating them, you don’t have that

Karlene Fine: That's correct.

Chairman Vigesaa: That one loan transferring to the school construction fund; that still
needs to be done?

Adam Mathiak: There is another bill provides a little bit different funding source to cover
that buy down. It would depend on what happens. If you want to include it in here as Bank
of North Dakota profit transfer to cover it or see what happens with that other bill that includes
that.

Chairman Vigesaa continued with the worksheet.

Vice Chairman Brandenburg: Made a motion to move the Biofuels Pace, BNE Farmer
Loan Fund and Development Fund Transfer to the House version.

Representative Beadle: Seconded the motion.
Voice Vote made.

Motion Carried.

Chairman Vigesaa: See attachment D.

Adam Mathiak: The reason you’re saying such large increase is that the mill is a little
different entity; the workers have their own separate union.

Representative Kempenich: Made a motion to move $2.2 million for overtime and move
the increased operating costs to the House version.
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Representative Howe: Seconded the motion.

Voice Vote made.

Motion Carried.

Chairman Vigesaa continued with the worksheets.

Vice Chairman Brandenburg: There’s $20 million for the incentive fund and we don’t know
what Kruen’s bill is going to do. Until we know what’s going on with that, I'd say we don’t put

anything in there.

Vice Chairman Brandenburg: Made a motion to move everything but the retirement
increase and the funding from SIIF to the House version.

Representative Howe: Seconded the motion.

Voice Vote made.

Motion Carried.

Adam Mathiak: One of the sections of the bill that | forgot to identify was related to the
Housing Finance Agency. It authorizes them to receive additional federal or other funds that
become available. It has historically been a part of their budget. There is a reporting

requirement to have them report.

Vice Chairman Brandenburg: You're just asking to give authority to give that transferability
to carry forward?

Adam Mathiak: If they receive additional money, they would have authorization to spend it
in the next biennium.

Vice Chairman Brandenburg: How much are federal funds for the housing finance agency?

Adam Mathiak: Their 2019-2021 request is about $33 million in federal funds and $12 million
special funds for their $45 million appropriation in total.

Representative Beadle: Made a motion to authorize them to receive additional federal or
other funds that become available to the House version.

Representative Howe: Seconded the motion.
Voice Vote made.
Motion Carried.

Chairman Vigesaa: Closed the discussion.
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. Attachment A
Minutes:

Chairman Vigesaa: Opened the discussion on HB1014.
Roll Call taken.
Chairman Vigesaa: See attachment A.

Chairman Vigesaa: On the amendment in section 4, | thought it had traditionally been in
the bill; but | didn’t see it in the bill itself.

Adam Mathiak, Analyst, ND Legislative Council: After the court ruling with the supreme
court and the decision with the executive branch, continuing appropriations came up as a
part of that court case. It was our position to take those out; but if the agency was asking for
it, it would be included in the bill so there was a record of it.

Chairman Vigesaa: We have not been including it in some; and on this one it’s included.
To be consistent, should this be removed?

Adam Mathiak: That would be up to you. In this particular case, the housing finance agency
has relied on this in the past. There may be a stronger rationale for including it because they
have had to use it in the past.

Vice Chairman Brandenburg: Whatever we do, | think we need to talk about it in full
committee.

Chairman Vigesaa: | thought DOT would be one where it surely would be in and it wasn't.
| think we’ll leave it alone for now and make the decision in full committee.
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Chairman Vigesaa: The profits from the Bank of North Dakota; it was section 6 in the bill
and | don’t see it listed here but | see it referenced.

Adam Mathiak: It was already part of the base budget, so it wouldn’t be part of the
amendment.

Representative Bellew: Shouldn’t we just do it again so people understand that we’re taking
$140 million in profits?

Chairman Vigesaa: When the bill goes up to the House, it will show as a section. Right?
Adam Mathiak: That’s correct.
Vice Chairman Brandenburg: What did we take out of the bank last session?

Adam Mathiak: It was the same amount; it was $140 million. During the August special
session, there was an additional $100 million that was utilized.

Vice Chairman Brandenburg: So it would be a total of $240 million for the last biennium; if
you combined the regular session and special session?

Adam Mathiak: The special session would have been a little bit before. There were also
some regular profits used plus that $100 million of contingent; I'm pretty sure it ended up
being over $140 million. Almost all their profits were utilized in the 2015-2017 biennium in
order to cover that short fall.

Chairman Vigesaa continued with attachment A.

Vice Chairman Brandenburg: Where’s the $15 million for Project Tundra?

Adam Mathiak: The lignite research fund has a continuing appropriation. It receives money
from the coal taxes; that money as it comes in is available on a continuing appropriation for
them to grant out. That wouldn’t show up as part of this appropriation. This is identifying
that the monies that are in the fund are available without requiring matching funds.

Vice Chairman Brandenburg: Industry would be matching that $15 million?

Adam Mathiak: That’s correct.

Chairman Vigesaa continued with the amendment.

Vice Chairman Brandenburg: Is it the coal severance tax or the coal conversion tax that
the money is coming from for the lignite research fund?

Adam Mathiak: The taxes that go into the lignite research fund would be the school
severance tax, 70% that was deposited in the coal development trust fund, and 15% of the
coal severance tax; there’s 5% of the general fund share from the coal convergence tax.
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Representative Kempenich: Where is Operation Tundra coming from?

Adam Mathiak: It's my understanding that it's coming from the lignite research fund. It could
be part of some of the money that was intended to be used for advanced energy technology
development and additional new money that they would be able to contribute towards that.
Chairman Vigesaa continued with the amendment.

Vice Chairman Brandenburg: Where are we at with the bonds? At this point we're only
tied to about $10 million.

Adam Mathiak: That’s correct.
Chairman Vigesaa continued with the amendment.

Vice Chairman Brandenburg: In section 4 we're talking about $33 million of federal funds
and $11 million of special funds?

Adam Mathiak: That’s about what their appropriation is.

Vice Chairman Brandenburg: Where is the $18 million at?

Adam Mathiak: The large portions of that would be related to the increase for the Bank of
North Dakota for $5 million, the housing finance agency for $3 million, and a large chunk for
the mill and elevator at $8.5 million and about $2.5 million for the industrial commission.

21:00

Vice Chairman Brandenburg: Made a motion to adopt amendment 19.0202.01003 to HB
1014.

Representative Beadle: Seconded the motion.

Voice Vote made.

Motion Carried.

Vice Chairman Brandenburg: Made a motion for a “Do Pass as Amended on HB 1014.”
Representative Beadle: Seconded the motion.

Roll Call vote: 7 Yeas 0 Nays 0 Absent.

Motion Carried.

Chairman Vigesaa: Closed the discussion.

26:09
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Chairman Vigesaa: Reopened the discussion. Last time that was listed under
contingencies? | see that there was $221,737.00 in the base level under contingencies.

Chris Kadrmas, Analyst, ND Legislative Council: It had been appropriated to the
contingencies line item last biennium.

Chairman Vigesaa: The two FTE’s that are showing up as an adjustment, those are the two
that were contingent last time; but had been added fully for this biennium. Would that be
correct?

Chris Kadrmas: Yes.

Representative Mock: Made a motion to reconsider their actions on HB 1014.
Representative Beadle: Seconded the motion.

Voice Vote made.

Motion Carried.

Vice Chairman Brandenburg: Made a motion add in the $464,499.00 for temporary
employees.

Representative Mock: Seconded the motion.

Representative Bellew: Where did we get the amount from?

Chairman Vigesaa: It was provided by Lynn Helms.

Representative Bellew: It doesn’t come up to that.

Chris Kadrmas: I'm not sure if the change is possibly because of the salary packages. It
has to do with the health insurance increase because the governor's recommendation didn’t
cover $28.00 that the employee was going to pay.

Chairman Vigesaa: The whole amount would sit in contingency then?

Chris Kadrmas: | would have to say that it would be in contingency.

Voice Vote made.

Motion Carried.

Representative Brandenburg: Made a motion for a “Do Pass as Amended on HB 1014”.

Representative Howe: Seconded the motion.

Roll Call Vote taken: 7 Yeas 0 Nays 0 Absent
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Motion Carried.

Chairman Vigesaa: Closed the discussion.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachment A

Chairman Vigesaa: Opened the discussion on HB1014.

Roll Call taken.

Chairman Vigesaa: See attachment A.

Adam Mathiak, Analyst, ND Legislative Council: Explained changes to the amendment.

Vice Chairman Brandenburg: That would be fine as the well count is 20,800 for the first
one and 22,500 for the second.

Representative Bellew: Made a motion to reconsider their actions.

Representative Howe: Seconded the motion.

Voice Vote taken.

Motion Carried.

Vice Chairman Brandenburg: Made a motion for to pass amendment 19.0202.01004.
Representative Howe: Seconded the motion.

Motion carried.

Vice Chairman Brandenburg: Made a motion for a “Do Pass as Amended” on HB 1014.
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Representative Howe: Seconded the motion.
Roll Call Taken: 4 Yeas 0 Nays 3 Absent
Motion Carried.

Chairman Vigesaa: Closed the discussion.
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Explanation or reason for introduction of bill/resolution:

The expenses of the industrial commission and the agencies under the management
of the industrial commission

Minutes:

Chairman Delzer: Opens meeting on HB 1014.

Representative Brandenburg: Working off of amendment 19.0202.01004 (reviews the
amendment).

Chairman Delzer: It looks to me like your general fund total is $27M.

(4:00) Representative Brandenburg: Page 6 of amendment 19.0202.01004 on Statement
Purpose of Amendment (SPA).

Chairman Delzer: You are basing that on increased well numbers?

Representative Kempenich: The two you just mentioned were existing FTE (full time
employee).

Representative Brandenburg: We adjusted the fund for the FTE positions for the last
session.

Chairman Delzer: For the ones that came on during the last session and the next one
authorizes new ones?

Representative Brandenburg: We are authorizing 2 new FTE, but only funding 1. It is based
on a well count of 20,800 for the first and 22,500 for the second one. | think we will be back
here by the time we get the money for the second position.

(5:50) Chairman Delzer: How many more years before the bond is paid off?
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Representative Brandenburg: | am not sure, 8 or 10 years | believe.

(7:00) Chairman Delzer: The $5M is for the North Star and the $270,000 is just operating
and both of those come from the abandoned wells fund?

Representative Vigesaa: That $270,000 is coming from SIIF (Strategic Investment and
Improvement Fund).

Representative Brandenburg: Yes, but | would have to check.

Chairman Delzer: You have $110,000 from SIIF for the frack sand, are they through the
study yet? Have they done anything with it?

Representative Brandenburg: | think they have found some, those are out of SIIF.
Transportation costs are high to bring it in. Continues on amendment 19.0202.01004.

Chairman Delzer: Where is that from, which section?

(10:20) Representative Brandenburg: The Outdoor Heritage fund. Continues section 16
of amendment.

Chairman Delzer: Subsection 1?

Representative Brandenburg: It gives authority to take $4M from the oil and gas well
plugging fund and then adds in $10M for the natural gas storage study. Section 18, are we
giving them the authority for the unspent money? There is $4.5M available from the lignite
fund for lignite studies.

(13:00) Representative Brandenburg: Bank of North Dakota page 6 and 7 of
amendment 19.0202.01004.

(17:00) Chairman Delzer: Is this an additional amount we are taking out that was not taken
out in the past?

Mr. Mathiak, LC: It was taken out of the profits and prior to that it was out of the general fund
and last time it was $16M for pace and this would be about a $10M increase. These levels
would not be inconsistent with previous years.

Representative J. Nelson: The 1-million-dollar contingency fund increase, why do they
need that?

Representative Vigesaa: The addition of the $1M brings them back to where they have
been.

(19:15) Representative Brandenburg: Housing Finance, page 9 of amendment
19.0202.01004.

Chairman Delzer: There was a request to put some money in there?
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Representative Brandenburg: We didn’t because there is a bill in the senate and we don’t
know where it's at. Continuing on with Mill & elevator sections in amendment 19.0202.01004.

Chairman Delzer: Let’s go through the sections.
(22:20) Representative Brandenburg: Briefly recaps the sections mentioned.
(22:50) Representative Kreidt: Could you go back to the rare earth study?

Representative Brandenburg: It believed that in the state we have some of our own rare
earth then we wouldn’t have to bring it in from outside the state.

(24:00) Representative Kreidt: They have some idea of where this sand is at?
Representative Kempenich: The Hazen and Beulah area.

(24:40) Representative Brandenburg: Continuing in amendment 19.0202.01004.
Chairman Delzer: | have to ask why did we do section 127

(26:00) Representative Vigesaa: This fund has been housed at the Bank of North Dakota
and they are transferring it out to their development fund.

Chairman Delzer: They had to have a stand-alone because of the risk.

(27:00) Representative Brandenburg: Make a motion to adopt amendment
19.0202.01004.

Representative Beadle: Seconded.

(27:20) Chairman Delzer: Further discussion on the motion to amend? Voice vote taken,
motion carries.

(27:35) Representative Brandenburg: Motion made of Do Pass as amended.
Representative Howe: Seconded.

(28:05) Roll call vote is taken. Motion of do pass as amended carries with 19 yes, 1 no
and 1 absent. Representative Brandenburg will carry the bill.

Chairman Delzer: Closes meeting on HB 1014.
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1014

Page 1, line 2, replace the second "and" with "to amend and reenact subdivision f of
subsection 1 of section 57-51-15 of the North Dakota Century Code, relating to the
fund balance of the abandoned oil and gas well plugging and site reclamation fund; to

provide a contingent authorization;"

Page 1, line 3, after "transfer" insert "; and to provide an exemption"

Page 1, replace lines 13 through 23 with:

Adjustments or

Base Level Enhancements Appropriation
Salaries and wages $22,014,084 $1,282,736 $23,296,820
Operating expenses 5,305,888 686,099 5,991,987
Capital assets 0 5,000,000 5,000,000
Grants - bond payments 13,210,484 (2,701,717) 10,508,767
Contingencies 221,737 (221,737) 0
Total all funds $40,752,193 $4,045,381 $44,797,574
Less estimated income . 15,343,206 2,644,219 17,987,425
Total general fund $25,408,987 $1,401,162 $26,810,149
Full-time equivalent positions 110.25 2.00 112.25"
Page 2, replace lines 2 through 9 with:

Adjustments or

Base Level Enhancements Appropriation
Bank of North Dakota operations $58,489,204 $4,165,031 $62,654,235
Capital assets 810,000 700,000 1,510,000
Total special funds $59,299,204 $4,865,031 $64,164,235
Full-time equivalent positions 181.50 0.00 181.50"
Page 2, replace lines 12 through 19 with:
) Adjustments or

Base Level Enhancements Appropriation
Salaries and wages $7,892,056 $569,743 $8,461,799
Operating expenses 4,743,355 602,921 5,346,276
Grants 31,794,828 1,671,772 33,466,600
Housing finance agency contingencies 100,000 0 100,000
Total special funds $44,530,239 $2,844,436 $47,374,675
Full-time equivalent positions 44.00 0.00 44.00"
Page 2, replace lines 22 through 29 with:
y Adjustments or

Base Level Enhancements Appropriation
Salaries and wages $39,308,519 $6,984,293 $46,292,812
Operating expenses 28,195,000 1,642,000 29,837,000
Contingencies 500,000 0 500,000
Agriculture promotion 210,000 0 210,000
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Total special funds $68,213,519 $8,626,293 $76,839,812
Full-time equivalent positions 153.00 2.00 155.00"

Page 3, replace lines 1 through 5 with:

i Adjustments or

Base Level Enhancements Appropriation
Grand total general fund $25,408,987 $1,401,162 $26,810,149
Grand total special funds 187,386,168 18,979,979 206,366,147
Grand total all funds $212,795,155 $20,381,141 $233,176,296"

Page 3, line 6, after "FUNDING" insert "- EFFECT ON BASE BUDGET - REPORT TO THE
SIXTY-SEVENTH LEGISLATIVE ASSEMBLY"

Page 3, line 7, after "biennium" insert "and the 2019-21 biennium one-time funding items
included in the appropriation in section 1 of this Act"

Page 3, replace lines 9 through 13 with:

"Litigation $1,000,000 $0
Industrial water supply asset study 150,000 0
Soil remediation studies 5,000,000 0
Survey review 800,000 0
Rare earth elements study 0 160,000
Fracturing sand study 0 110,000
Oil database software upgrade 0 5,000,000
Total special funds $6,950,000 $5,270,000

The 2019-21 biennium one-time funding amounts are not a part of the entity's base
budget for the 2021-23 biennium. The industrial commission shall report to the
appropriations committees of the sixty-seventh legislative assembly on the use of this
one-time funding for the biennium beginning July 1, 2019, and ending June 30, 2021."

Page 3, line 14, replace "$13,210,484" with "$10,508,767"
Page 3, replace lines 17 through 29 with:

“North Dakota university system $4,959,448
North Dakota university system - energy conservation projects 415,664
Department of corrections and rehabilitation 689,299
Department of corrections and rehabilitation - energy conservation projects 16,180
State department of health 644,884
Job service North Dakota 434,847
Office of management and budget 567,125
Attorney general's office 647,500
State historical society 1,177,875
Parks and recreation department 66,875
Research and extension service 483,337
Veterans' home 405,733
Total $10,508,767

SECTION 4. APPROPRIATION - HOUSING FINANCE AGENCY - ADDITIONAL
INCOME. In addition to the amount appropriated to the housing finance agency in
subdivision 3 of section 1 of this Act, there is appropriated any additional income or
unanticipated income from federal or other funds which may become available to the
agency for the biennium beginning July 1, 2019, and ending June 30, 2021. The
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housing finance agency shall notify the office of management and budget and the
legislative council of any additional income or unanticipated income that becomes
available to the agency resulting in an increase in appropriation authority."

Page 3, line 30, replace "APPROPRIATION" with "AUTHORIZATION"

Page 3, line 30, remove "FUNDING"

Page 3, line 31, replace "The amount of $221,737 from the general fund and two" with "Two"
Page 4, line 1, replace "may be spent only" with "are authorized"

Page 4, line 4, replace "eighteen thousand two hundred" with “twenty thousand eight hundred"
Page 4, line 5, remove "may spend $221,737 from the contingencies line item and"

Page 4, line 6, remove "eighteen”

Page 4, line 7, replace "thousand two hundred" with "twenty thousand eight hundred"

Page 4, line 9, replace "$1,103,779" with "$1,150,782"

Page 4, line 10, remove "special funds"

Page 4, line 10; remove "line item"

Page 4, line 22, after "president" insert ". For legislative council budget status reporting
purposes, the transfer under this section is considered an ongoing revenue source"

Page 4, after line 22, insert:

"SECTION 8. TRANSFER - PARTNERSHIP IN ASSISTING COMMUNITY
EXPANSION. The Bank of North Dakota shall transfer the sum of $26,000,000, or so
much of the sum as may be necessary, from the Bank's current earnings and undivided
profits to the partnership in assisting community expansion fund during the biennium
beginning July 1, 2019, and ending June 30, 2021.

SECTION 9. TRANSFER - AGRICULTURE PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$3,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the agriculture partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 10. TRANSFER - BIOFUELS PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$1,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the biofuels partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 11. TRANSFER - BEGINNING FARMER REVOLVING LOAN FUND.
The Bank of North Dakota shall transfer the sum of $6,000,000, or so much of the sum
as may be necessary, from the Bank's current earnings and undivided profits to the
beginning farmer revolving loan fund during the biennium beginning July 1,2019, and
ending June 30, 2021.

SECTION 12. TRANSFER - NORTH DAKOTA DEVELOPMENT FUND. The
Bank of North Dakota shall transfer the sum of $15,000,000, or so much of the sum as
may be necessary, from the Bank's current earnings and undivided profits to the North
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Dakota development fund established under chapter 10-30.5 during the biennium
beginning July 1, 2019, and ending June 30, 2021. Funding transferred under this
section must be used to purchase existing venture capital assets held by the Bank of
North Dakota.

SECTION 13. ESTIMATED INCOME - STRATEGIC INVESTMENT AND
IMPROVEMENTS FUND. The operating expenses line item and the estimated income
line item in subdivision 1 of section 1 of this Act include $270,000 from the strategic
investment and improvements fund for a rare earth element study and a fracturing
sand study.

SECTION 14. ESTIMATED INCOME - ABANDONED OIL AND GAS WELL
PLUGGING AND SITE RECLAMATION FUND. The capital assets line item and the
estimated income line item in subdivision 1 of section 1 of this Act include $5,000,000
from the abandoned oil and gas well plugging and site reclamation fund for a
risk-based data management system information technology project.

SECTION 15. AMENDMENT. Subdivision f of subsection 1 of section 57-51-15
of the North Dakota Century Code is amended and reenacted as follows:

f. (1) For the period beginning September 1, 2017, and ending
August 31, 2019, the state treasurer shall allocate four percent
of the amount available under this subsection to the abandoned
oil and gas well plugging and site reclamation fund, but not in an
amount exceeding four million dollars per fiscal year and not in
an amount that would bring the balance in the fund to more than
one-hundredfifty million dollars.

(2) After August 31, 2019, the state treasurer shall allocate four
percent of the amount available under this subsection to the
abandoned oil and gas well plugging and site reclamation fund,
but not in an amount exceeding seven million five hundred
thousand dollars per fiscal year and not in an amount that would
bring the balance in the fund to more than ene-hundredfifty
million dollars.

SECTION 16. EXEMPTION - OIL AND GAS TAX REVENUE ALLOCATIONS -
NORTH DAKOTA OUTDOOR HERITAGE FUND. Notwithstanding the provisions of
section 57-51-15 relating to the allocations to the North Dakota outdoor heritage fund,
for the period beginning September 1, 2019, and ending August 31, 2021, the state
treasurer shall allocate eight percent of the oil and gas gross production tax revenue
available under subsection 1 of section 57-51-15 to the North Dakota outdoor heritage
fund, but not in an amount exceeding seven million five hundred thousand dollars per
fiscal year.

SECTION 17. EXEMPTION - OIL AND GAS TAX REVENUE ALLOCATIONS -
OIL AND GAS RESEARCH FUND - PILOT PROJECT FOR UNDERGROUND GAS
STORAGE.

1. Notwithstanding the provisions of section 57-51.1-07.3 relating to the
allocations to the oil and gas research fund, for the period beginning
August 1, 2019, and ending July 31, 2021, the state treasurer shall deposit
two percent of the oil and gas gross production tax and oil extraction tax
revenues, up to $14,000,000, into the oil and gas research fund before
depositing oil and gas tax revenues under section 57-51.1-07.5.
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2. Pursuant to the continuing appropriation in section 57-51.1-07.3, the
industrial commission shall use $4,000,000, or so much of the sum as may
be necessary, from the oil and gas research fund to contract with the
energy and environmental research center for a pilot project relating to the
underground storage of produced natural gas. The pilot project may
include studies and demonstration projects. During the 2019-20 interim,
the energy and environmental research center shall provide quarterly
reports to the industrial commission and at least one report to the
legislative management regarding the results and recommendations of the
pilot project.

SECTION 18. EXEMPTION - INDUSTRIAL COMMISSION FUND. The amount
of $1,103,779 appropriated to the industrial commission in subdivision 1 of section 1 of
chapter 39 of the 2017 Session Laws and transferred pursuant to section 8 of
chapter 39 of the 2017 Session Laws is not subject to the provisions of
section 54-44.1-11. Any unexpended funds from this appropriation are available to the
industrial commission for administrative services rendered by the commission during
the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 19. EXEMPTION - SURVEY REVIEW - STRATEGIC INVESTMENT
AND IMPROVEMENTS FUND. The amount of $800,000 appropriated from the
strategic investment and improvements fund in section 2 of chapter 426 of the
2017 Session Laws is not subject to section 54-44.1-11. Any unexpended funds from
this appropriation are available to the industrial commission for expert legal testimony
associated with the survey review during the biennium beginning July 1, 2019, and
ending June 30, 2021."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1014 - Summary of House Action

Base [ House | House
Budget Changes Version

Industrial Commission

Total all funds $40,752,193 $4,045,381 $44,797 574

Less estimated income 15,343,206 2,644,219 17,987,425

General fund $25,408,987 $1,401,162 $26,810,149

FTE 110.25 2.00 112.25
Bank of North Dakota

Total all funds $59,299,204 $4,865,031 $64,164,235

Less estimated income 59299204 | 4,865,031 64,164,235

General fund $0 $0 $0

FTE 181.50 0.00 181.50
Housing Finance Agency

Total all funds $44,530,239 $2,844,436 $47,374,675

Less estimated income 44 530,239 2,844,436 47,374,675

General fund $0 $0 $0

FTE 44,00 0.00 44.00
Mill and Elevator

Total all funds $68,213,519 $8,626,293 $76,839,812

Less estimated income 68,213,519 8,626,293 76,839,812

General fund $0 $0 $0

FTE 153.00 2.00 155.00
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Bill total
Total all funds $212,795,155 $20,381,141 $233,176,296
Less estimated income 187,386,168 18,979,979 206,366,147
General fund $25,408,987 $1,401,162 $26,810,149
FTE 488.75 4.00 49275

House Bill No. 1014 - Industrial Commission - House Action

Base House House
Budget Changes Version
Salaries and wages $22,014,084 $1,282,736 $23,296,820
Operating expenses 5,305,888 686,099 5,991,987
Capital assets 5,000,000 5,000,000
Grants - Bond payments 13,210,484 (2,701,717) 10,508,767
Contingencies 221,737 (221,737}
Total all funds $40,752,193 $4,045,381 $44,797,574
Less estimated income 15,343,206 2644219 17,987,425
General fund $25,408,987 $1,401,162 $26,810,149
FTE 110.25 2.00 112.25

Department 405 - Industrial Commission - Detail of House Changes

Adjusts
Adjusts Adds Funding Funding for Adjusts Reduces
Funding for for Salary and 2017-19 Adds Funding for Funding for
Base Payroll Benefit Contingent Contingent Operating Bond
Changes! Increases? FTE Positions®  FTE Positions* Expenses® Payments®

Salaries and wages ($123,310) $1,143,845 $262,201
Operating expenses $416,099
Capital assets
Grants - Bond payments ($2,701,717)
Contingencies (221,737)
Total all funds ($123,310) $1,143,845 $40,464 $0 $416,099 ($2,701,717)
Less estimated income 40,140 67,711 0 0 (31,915) (2,701,717)
General fund ($163,450) $1,076,134 $40,464 $0 $448,014 $0
FTE 0.00 0.00 0.00 2.00 0.00 0.00

Adds One-

Time Funding
for Studies
and an
Information
Technology Total House
Project! Changes

Salaries and wages $1,282,736
Operating expenses $270,000 686,099
Capital assets 5,000,000 5,000,000
Grants - Bond payments (2,701,717)
Contingencies (2217373
Total all funds $5,270,000 $4,045,381
Less estimated income 5,270,000 2,644,219
General fund $0 $1,401,162
FTE 0.00 2.00

—

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in
health insurance premiums from $1,241 to $1,427 per month:
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General Fund Other Funds Total

Salary increase $571,918 $36,477 $608,395
Health insurance increase 504,216 31,234 535,450
Total $1,076,134 $67,711 $1,143,845

3 Funding of $221,737 is transferred from the contingencies line item to the salaries and wages line item, and
funding of $40,464 is added related to 2 FTE positions that were partially funded as contingent positions in the
2017-19 biennium.

4 Contingent authorization is provided for 2 FTE positions. The FTE positions are authorized, subject to Budget
Section approval, if the total number of wells capable of production and injection exceeds 20,800 as identified in

Section 5 of the bill.

® Funding is adjusted for operating expenses as follows:

___General Fund Other Funds Total
Adjusts funding for travel and building leases $300,827 ($36,324) $264,503
Adds funding for computer replacements 70,400 0 70,400
Adds funding for Microsoft Office 365 licensing 76,787 4,409 81,196
Total $448,014 ($31,915) $416,099

8 Funding for bond payments is reduced by $2,701,717, from $13,210,484 to $10,508,767.

7 Funding is added for the following one-time items:

Total

Rare earth element study (strategic investment $160,000
and improvements fund)

Fracturing sand study (strategic investment and 110,000
improvements fund)

Information technology project (abandoned oil 5,000,000
and gas well plugging and site reclamation
fund)

Total 3 $5,270,000

This amendment also includes the following items related to the Industrial Commission:

= Provides legislative intent for bond payments.
Identifies 2 FTE positions included in the appropriation as contingent FTE position authorization. The positions
are available if the total number of wells capable of production and injection exceeds 20,800.
Allows the Industrial Commission to transfer up to $1,150,782 from special funds from the entities under the
control of the Industrial Commission for administrative services and provides an exemption to allow any
unspent 2017-19 biennium appropriations for administrative costs to continue in the 2019-21 biennium.
Identifies $270,000 from the strategic investment and improvements fund for a rare earth element study and a
fracturing sand study.

= Identifies $5 million from the abandoned oil and gas well plugging and site reclamation fund for an information
technology project.

= Limits the oil and gas tax revenue allocations to the abandoned oil and gas well plugging and site reclamation
fund by decreasing the fund balance limit by $50 million, from $100 million to $50 million.
Decreases the oil and gas tax revenue allocations to the North Dakota outdoor heritage fund from $20 million
per fiscal year to $7.5 million per fiscal year, but only for the 2019-21 biennium.
Increases the oil and gas tax revenue allocations to the oil and gas research fund for the 2019-21 biennium by
$4 million, from $10 million to $14 million, and requires the Industrial Commission to use $4 million from the oil
and gas research fund to contract with the Energy and Environmental Research Center for a pilot project
relating to the underground storage of produced natural gas.
Provides an exemption allowing the Industrial Commission to continue unspent prior biennium appropriation
authority for a survey review in the 2019-21 biennium.

*  Provides intent that $4.5 million is available from the lignite research fund for lignite marketing studies, the
Lignite Vision 21 program, or possible lignite-related litigation.
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House Bill No. 1014 - Bank of North Dakota - House Action

Base House House

Budget Changes Version
Capital assets $810,000 $700,000 $1,510,000
Bank of North Dakota 58,489,204 4,165,031 62,654,235

operations |

Total all funds $59,299,204 $4,865,031 $64,164,235
Less estimated income 59,299,204 4,865,031 64,164,235
General fund $0 $0 $0
FTE 181.50 0.00 181.50

Department 471 - Bank of North Dakota - Detail of House Changes

Adds Funding
for
Adjusts Adds Funding Adjusts Adds Funding Information
Funding for for Salary and Funding for for Bank Technology
Base Payroll Benefit Bank Contingencies Equipment Total House
Changes! Increases? Operations® . and Software? Changes
Capital assets $700,000 $700,000
Bank of North Dakota $230,000 $1,706,921 $1,228,110 $1,000,000 4,165,031
operations
Total all funds $230,000 $1,706,921 $1,228,110 $1,000,000 $700,000 $4,865,031
Less estimated income 230,000 1,706,921 1,228,110 1,000,000 700,000 4,865,031
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00 0.00

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in

health insurance premiums from $1,241 to $1,427 per month:

Other Funds
Salary increase $894,823
Health insurance increase 812,098
Total $1,706,921

3 Funding is adjusted for Bank of North Dakota operations, as follows:

Total
Adjusts funding for postage and temporary ($75,550)
salaries y
Increases funding for information technology 876.800
costs !
Adds funding for Microsoft Office 365 37352
licensing '
Increases funding for professional 139.508
development and services !
Increases funding for utilities, insurance, 250.000
and other operating expenses '
Total $1,228,110

4 Funding of $1 million is added for Bank of North Dakota contingencies to provide total contingency funding of

$3.5 million.

5 Funding is added for information technology equipment and software.

This amendment also includes the following items related to the Bank of North Dakota:
= Transfer $140 million of Bank profits to the general fund and identifies the transfer as an ongoing revenue
source for Legislative Council budget status reporting purposes.
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= Transfer $26 million of Bank profits to the partnership in assisting community expansion (PACE) fund.

= Transfer $3 million of Bank profits to the Ag PACE fund.

= Transfer $1 million of Bank profits to the biofuels PACE fund.
=  Transfer $6 million of Bank profits to the beginning farmer revolving loan fund.
= Transfer $15 million of Bank profits to the North Dakota development fund and requires the funding be used to

purchase existing venture capital assets held by the Bank.

House Bill No. 1014 - Housing Finance Agency - House Action

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

Base House House

Budget Changes Version
$7,892,056 $569,743 $8,461,799
4,743,355 602,921 5,346,276
31,794,828 1,671,772 33,466,600
100,000 100,000
$44,530,239 $2,844,436 $47,374,675
44,530,239 2,844,436 47,374,675
$0 $0 $0
44.00 0.00 44.00

Department 473 - Housing Finance Agency - Detail of House Changes

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

Adds Funding
Adjusts Adds Funding Removes for Mortgage
Funding for for Salary and Funding for Servicing
Base Payroll Benefit Temporary Premium Adds Funding Total House
Changes' Increases? Employees® Expenses! for Grants® Changes
$221,665 $405,297 ($57,219) $569,743
$602,921 602,921
$1,671,772 1,671,772
$221,665 $405,297 ($57,219) $602,921 $1,671,772 $2,844,436
221,665 405,297 (57,219) 602,921 1,671,772 2,844,436
$0 $0 $0 $0 $0 $0
0.00 0.00 0.00 0.00 0.00 0.00

" Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in

health insurance premiums from $1,241 to $1,427 per month:

Salary increase

Health insurance increase

Total

Total

$208,965
196,332

3 Funding is removed for temporary employees.

$405,297

4 Funding is added for mortgage servicing premium expenses related to an increasing loan volume.

5 Funding of $1,671,772 is added for grants, including $20,000 for program grants and $1,651,772 for federal

housing grants.

This amendment also adds a section related to the Housing Finance Agency to provide appropriation authority for
any additional or unanticipated income from federal or other funds which may become available during the 2019-21
biennium and requires the Housing Finance Agency to notify the Office of Management and Budget and the
Legislative Council of additional income received.
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Salaries and wages
Operating expenses
Contingencies
Agriculture promotion

Total all funds
Less estimated income
General fund

FTE

House Bill No. 1014 - Mill and Elevator - House Action

Base | House House

Budget Changes Version
$39,308,519 $6,984,293 $46,292,812
28,195,000 1,642,000 29,837,000
500,000 500,000
210,000 210,000
$68,213,519 $8,626,293 $76,839,812
__ 68213519 | 8,626,293, 76,839,812
$0 $0 $0
153.00 2.00 155.00

Department 475 - Mill and Elevator - Detail of House Changes

Increases
Adjusts Funding for
Funding for Adds Funding ~ Overtime and Adds Funding
Base Payroll for Benefit Temporary Adds FTE for Operating Total House
Changes! Increases? Employees? Positions! Expenses® Changes

Salaries and wages $3,477,828 $682,698 $2,538,685 $285,082 $6,984,293
Operating expenses $1,642,000 1,642,000
Contingencies
Agriculture promotion
Total all funds $3,477,828 $682,698 $2,538,685 $285,082 $1,642,000 $8,626,293
Less estimated income 3477828 682,698 2,538,685 285,082 1,642,000 | 8,626,293
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 2.00 0.00 2.00

' Funding is adjusted for base payroll changes, including salary increases.
2 Funding is added for increases in health insurance premiums from $1,241 to $1,427 per month.
3 Funding is increased for overtime expenses ($2,227,085) and temporary employees ($311,600).

4 Funding is added for 2 FTE positions, including 1 food safety position ($155,012) and 1 utility worker position
($130,070).

® Funding is added for operating expenses for increased costs related to utilities, insurance, and repairs.

No other sections were included by the House related to the Mill and Elevator Association.
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19.0202.01004 Prepared by the Legislative Council staff for /UF /O
Title.02000 the House Appropriations - Government
Operations Division Committee
Fiscal No. 2 February 12, 2019
PROPOSED AMENDMENTS TO HOUSE BILL NO. 1014
Page 1, line 2, replace the second "and" with "to amend and reenact subdivision f of
subsection 1 of section 57-51-15 of the North Dakota Century Code, relating to the
fund balance of the abandoned oil and gas well plugging and site reclamation fund; to
provide a contingent authorization;"
Page 1, line 3, after "transfer" insert '; and to provide an exemption"
Page 1, replace lines 13 through 23 with:
! Adjustments or
Base Level Enhancements Appropriation
Salaries and wages $22,014,084 $1,282,736 $23,296,820
Operating expenses 5,305,888 686,099 5,991,987
Capital assets 0 5,000,000 5,000,000
Grants - bond payments 13,210,484 (2,701,717) 10,508,767
Contingencies 221,737 7.807 229,544
Total all funds $40,752,193 $4,274,925 $45,027,118
Less estimated income 15,343,206 2,644,219 17,987,425
Total general fund $25,408,987 $1,630,706 $27,039,693
Full-time equivalent positions 110.25 2.00 112.25"
Page 2, replace lines 2 through 9 with:
" Adjustments or
Base Level Enhancements Appropriation
Bank of North Dakota operations $58,489,204 $4,165,031 $62,654,235
Capital assets 810,000 700,000 1,510,000
Total special funds $59,299,204 $4,865,031 $64,164,235
Full-time equivalent positions 181.50 0.00 181.50"
Page 2, replace lines 12 through 19 with:
" Adjustments or
Base Level Enhancements Appropriation
Salaries and wages $7,892,056 $569,743 $8,461,799
Operating expenses 4,743,355 602,921 5,346,276
Grants 31,794,828 1,671,772 33,466,600
Housing finance agency contingencies 100,000 0 100,000
Total special funds $44 530,239 $2,844,436 $47,374,675
Full-time equivalent positions 44.00 0.00 44.00"
Page 2, replace lines 22 through 29 with:
" Adjustments or
Base Level Enhancements Appropriation
Salaries and wages $39,308,519 $6,984,293 $46,292,812
Operating expenses 28,195,000 1,642,000 29,837,000
Contingencies 500,000 0 500,000
Agriculture promotion 210,000 0 210,000
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.
Total special funds $68,213,519 $8,626,293 $76,839,812 A 0
Full-time equivalent positions 153.00 2.00 155.00"

Page 3, replace lines 1 through 5 with:

Adjustments or

Base Level Enhancements Appropriation
Grand total general fund $25,408,987 $1,630,706 $27,039,693
Grand total special funds 187,386,168 18,979,979 206,366,147
Grand total all funds $212,795,155 $20,610,685 $233,405,840"

Page 3, line 6, after "FUNDING" insert "- EFFECT ON BASE BUDGET - REPORT TO THE
SIXTY-SEVENTH LEGISLATIVE ASSEMBLY"

Page 3, line 7, after "biennium" insert "and the 2019-21 biennium one-time funding items
included in the appropriation in section 1 of this Act"

Page 3, replace lines 9 through 13 with:

"Litigation $1,000,000 $0
Industrial water supply asset study 150,000 0
Soil remediation studies 5,000,000 0
Survey review 800,000 0
Rare earth elements study 0 160,000
Fracturing sand study 0 110,000
Oil database software upgrade 0 5,000,000
Total special funds $6,950,000 $5,270,000

The 2019-21 biennium one-time funding amounts are not a part of the entity's base
budget for the 2021-23 biennium. The industrial commission shall report to the
appropriations committees of the sixty-seventh legislative assembly on the use of this
one-time funding for the biennium beginning July 1, 2019, and ending June 30, 2021."

Page 3, line 14, replace "$13,210,484" with "$10,508,767"
Page 3, replace lines 17 through 29 with:

"North Dakota university system $4,959,448
North Dakota university system - energy conservation projects 415,664
Department of corrections and rehabilitation 689,299
Department of corrections and rehabilitation - energy conservation projects 16,180
State department of health 644,884
Job service North Dakota 434,847
Office of management and budget 567,125
Attorney general's office 647,500
State historical society 1,177,875
Parks and recreation department 66,875
Research and extension service 483,337
Veterans' home 405,733
Total $10,508,767

SECTION 4. APPROPRIATION - HOUSING FINANCE AGENCY - ADDITIONAL
INCOME. In addition to the amount appropriated to the housing finance agency in
subdivision 3 of section 1 of this Act, there is appropriated any additional income or
unanticipated income from federal or other funds which may become available to the
agency for the biennium beginning July 1, 2019, and ending June 30, 2021. The
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housing finance agency shall notify the office of management and budget and the 37 c)v[ /(‘
legislative council of any additional income or unanticipated income that becomes
available to the agency resulting in an increase in appropriation authority."

Page 3, line 31, replace "$221,737" with "$229,544"

Page 4, line 4, replace "eighteen thousand two hundred" with "twenty thousand eight hundred"
Page 4, line 5, replace "$221,737" with "$229,544"

Page 4, line 6, remove "eighteen”

Page 4, line 7, replace "thousand two hundred" with "twenty thousand eight hundred"

Page 4, line 9, replace "$1,103,779" with "$1,150,782"

Page 4, line 10, remove "special funds"

Page 4, line 10, remove "line item"

Page 4, line 22, after "president" insert ". For legislative council budget status reporting
purposes, the transfer under this section is considered an ongoing revenue source"

Page 4, after line 22, insert:

"SECTION 8. TRANSFER - PARTNERSHIP IN ASSISTING COMMUNITY
EXPANSION. The Bank of North Dakota shall transfer the sum of $26,000,000, or so
much of the sum as may be necessary, from the Bank's current earnings and undivided
profits to the partnership in assisting community expansion fund during the biennium
beginning July 1, 2019, and ending June 30, 2021.

SECTION 9. TRANSFER -AGRICULTURE PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$3,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the agriculture partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 10. TRANSFER - BIOFUELS PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$1,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the biofuels partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 11. TRANSFER - BEGINNING FARMER REVOLVING LOAN FUND.
The Bank of North Dakota shall transfer the sum of $6,000,000, or so much of the sum
as may be necessary, from the Bank's current earnings and undivided profits to the
beginning farmer revolving loan fund during the biennium beginning July 1, 2019, and
ending June 30, 2021.

SECTION 12. TRANSFER - NORTH DAKOTA DEVELOPMENT FUND. The
Bank of North Dakota shall transfer the sum of $15,000,000, or so much of the sum as
may be necessary, from the Bank's current earnings and undivided profits to the North
Dakota development fund established under chapter 10-30.5 during the biennium
beginning July 1, 2019, and ending June 30, 2021. Funding transferred under this
section must be used to purchase existing venture capital assets held by the Bank of
North Dakota.
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SECTION 13. ESTIMATED INCOME - STRATEGIC INVESTMENT AND
IMPROVEMENTS FUND. The operating expenses line item and the estimated income
line item in subdivision 1 of section 1 of this Act include $270,000 from the strategic
investment and improvements fund for a rare earth element study and a fracturing
sand study.

SECTION 14. ESTIMATED INCOME - ABANDONED OIL AND GAS WELL
PLUGGING AND SITE RECLAMATION FUND. The capital assets line item and the
estimated income line item in subdivision 1 of section 1 of this Act include $5,000,000
from the abandoned oil and gas well plugging and site reclamation fund for a
risk-based data management system information technology project.

SECTION 15. AMENDMENT. Subdivision f of subsection 1 of section 57-51-15
of the North Dakota Century Code is amended and reenacted as follows:

f. (1) For the period beginning September 1, 2017, and ending
August 31, 2019, the state treasurer shall allocate four percent
of the amount available under this subsection to the abandoned
oil and gas well plugging and site reclamation fund, but not in an
amount exceeding four million dollars per fiscal year and not in
an amount that would bring the balance in the fund to more than
one-hundredfifty million dollars.

(2) After August 31, 2019, the state treasurer shall allocate four
percent of the amount available under this subsection to the
abandoned oil and gas well plugging and site reclamation fund,
but not in an amount exceeding seven million five hundred
thousand dollars per fiscal year and not in an amount that would
bring the balance in the fund to more than ene-hundredfifty
million dollars.

SECTION 16. EXEMPTION - OIL AND GAS TAX REVENUE ALLOCATIONS -
NORTH DAKOTA OUTDOOR HERITAGE FUND. Notwithstanding the provisions of
section 57-51-15 relating to the allocations to the North Dakota outdoor heritage fund,
for the period beginning September 1, 2019, and ending August 31, 2021, the state
treasurer shall allocate eight percent of the oil and gas gross production tax revenue
available under subsection 1 of section 57-51-15 to the North Dakota outdoor heritage
fund, but not in an amount exceeding $7,500,000 per fiscal year.

SECTION 17. EXEMPTION - OIL AND GAS TAX REVENUE ALLOCATIONS -
OIL AND GAS RESEARCH FUND - PILOT PROJECT FOR UNDERGROUND GAS
STORAGE.

1. Notwithstanding the provisions of section 57-51.1-07.3 relating to the
allocations to the oil and gas research fund, for the period beginning
August 1, 2019, and ending July 31, 2021, the state treasurer shall deposit
two percent of the oil and gas gross production tax and oil extraction tax
revenues, up to $14,000,000, into the oil and gas research fund before
depositing oil and gas tax revenues under section 57-51.1-07.5.

2. Pursuant to the continuing appropriation in section 57-51.1-07.3, the
industrial commission shall use $4,000,000, or so much of the sum as may
be necessary, from the oil and gas research fund to contract with the
energy and environmental research center for a pilot project relating to the
underground storage of produced natural gas. The pilot project may
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include studies and demonstration projects. During the 2019-20 interim, g U[ / 0
the energy and environmental research center shall provide quarterly

reports to the industrial commission and at least one report to the

legislative management regarding the results and recommendations of the

pilot project.

SECTION 18. EXEMPTION - INDUSTRIAL COMMISSION FUND. The amount
of $1,103,779 appropriated to the industrial commission in subdivision 1 of section 1 of
chapter 39 of the 2017 Session Laws and transferred pursuant to section 8 of
chapter 39 of the 2017 Session Laws is not subject to the provisions of section
54-44.1-11. Any unexpended funds from this appropriation are available to the
industrial commission for administrative services rendered by the commission during
the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 19. EXEMPTION - SURVEY REVIEW - STRATEGIC INVESTMENT
AND IMPROVEMENTS FUND. The amount of $800,000 appropriated from the
strategic investment and improvements fund in section 2 of chapter 426 of the
2017 Session Laws is not subject to section 54-44.1-11. Any unexpended funds from
this appropriation are available to the industrial commission for expert legal testimony
associated with the survey review during the biennium beginning July 1, 2019, and
ending June 30, 2021."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1014 - Summary of House Action

—
Base House House
Budget Changes Version
Industrial Commission
Total all funds $40,752,193 $4,274,925 $45,027,118
Less estimated income 15,343,206 | 2,644,219 17,987,425
General fund $25,408,987 $1,630,706] $27,039,693
FTE 110.25 2.00 112.25
Bank of North Dakota
Total all funds $59,299,204 $4,865,031 $64,164,235
Less estimated income 59,299,204 4.865.031 64,164,235
General fund $0 $0 $0
FTE 181.50 0.00 181.50
Housing Finance Agency
Total all funds $44,530,239 $2,844,436 $47,374,675
Less estimated income 44,530,239 2.844 436 47,374,675
General fund $0 | $0 $0
FTE 44.00 0.00 44.00
Mill and Elevator
Total all funds $68,213,519 $8,626,293 $76,839,812
Less estimated income 68,213,519 8,626,293 76,839,812
General fund $0 $0 $0
FTE 153.00 2.00 155.00
Bill total
Total all funds $212,795,155 $20,610,685 $233,405,840
Less estimated income 187,386,168 | 18,979,979 206,366,147
General fund $25,408,987 $1,630,706 $27,039,693
FTE 488.75 4.00 492.75

Page No. 5 19.0202.01004



House Bill No. 1014 - Industrial Commission - House Action

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income
General fund

FTE

Base House House

Budget Changes Version
$22,014,084 $1,282,736 $23,296,820
5,305,888 686,099 5,991,987
5,000,000 5,000,000
13,210,484 (2,701,717) 10,508,767
221737 7,807 229,544
$40,752,193 $4,274,925 $45,027,118
15,343,206 2644219 17,987,425
$25,408,987 $1,630,706 $27,039,693
110.25 2.00 112.25

Department 405 - Industrial Commission - Detail of House Changes

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income
General fund

FTE

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income
General fund

FTE

DP 2/13/4
b ol (0

Adjusts Adds Funding Adjusts Adds Adjusts Reduces
Funding for for Salary and Funding for Contingent Funding for Funding for
Base Payroll Benefit 2017-19 FTE Positions* Operating Bond

Changes! Increases? Contingent Expenses® Payments®
FTE Positions?
($123,310) $1,143,845 $262,201
$416,099
($2,701,717)
(221,737) $229,544
($123,310) $1,143,845 $40,464 $229,544 $416,099 ($2,701,717)
40,140 67.711 0 0 (31,915) (2,701,717)
($163,450) $1,076,134 $40,464 $229,544 $448,014 $0
0.00 0.00 0.00 2.00 0.00 0.00
Adds One-
Time Funding
for Studies

and an
Information
Technology Total House

Project! Changes

$1,282,736

$270,000 686,099
5,000,000 5,000,000
(2,701,717)

7,807

$5,270,000 $4,274,925
5,270,000 2,644,219
$0 $1,630,706

0.00 2.00,

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in
health insurance premiums from $1,241 to $1,427 per month:

Salary increase

Health insurance increase

Total

General Fund

$571,918
504,216

$1,076,134

Other Funds
$36,477
31,234
$67,711

Total

$608,395

__ 535,450
$1,143,845

3 Funding of $221,737 is transferred from the contingencies line item to the salaries and wages line item, and
funding of $40,464 is added related to 2 FTE positions that were partially funded as contingent positions in the

2017-19 biennium.

4 Contingent funding and authorization is provided for 2 FTE positions. The FTE positions and related funding are
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A
authorized, subject to Budget Section approval, if the total number of wells capable of production and injection /’) 7, / 0
exceeds 20,800 as identified in Section 5 of the bill.

® Funding is adjusted for operating expenses as follows:

General Fund Other Funds Total
Adjusts funding for travel and building leases $300,827 ($36,324) $264,503
Adds funding for computer replacements 70,400 0 70,400
Adds funding for Microsoft Office 365 licensing 76,787 4,409 81,196
Total $448,014 ($31,915) $416,099

5 Funding for bond payments is reduced by $2,701,717, from $13,210,484 to $10,508,767.

7 Funding is added for the following one-time items:

Total

Rare earth element study (strategic investment $160,000
and improvements fund)

Fracturing sand study (strategic investment and 110,000
improvements fund)

Information technology project (abandoned oil 5,000,000
and gas well plugging and site reclamation
fund)

Total $5,270,000

This amendment also includes the following items related to the Industrial Commission:

*  Provides legislative intent for bond payments.

= |dentifies 2 FTE positions included in the appropriation as contingent FTE position authorization. The positions
and related funding are available if the total number of wells capable of production and injection exceeds
20,800.

«  Allows the Industrial Commission to transfer up to $1,150,782 from special funds from the entities under the
control of the Industrial Commission for administrative services and provides an exemption to allow any
unspent 2017-19 biennium appropriations for administrative costs to continue in the 2019-21 biennium.
Identifies $270,000 from the strategic investment and improvements fund for a rare earth element study and a
fracturing sand study.

* Identifies $5 million from the abandoned oil and gas well plugging and site reclamation fund for an information
technology project.

Limits the oil and gas tax revenue allocations to the abandoned oil and gas well plugging and site reclamation
fund by decreasing the fund balance limit by $50 million, from $100 million to $50 million.

= Decreases the oil and gas tax revenue allocations to the North Dakota outdoor heritage fund from $20 million
per fiscal year to $7.5 million per fiscal year, but only for the 2019-21 biennium.

* Increases the oil and gas tax revenue allocations to the oil and gas research fund for the 2019-21 biennium by
$4 million, from $10 million to $14 million, and requires the Industrial Commission to use $4 million from the oil
and gas research fund to contract with the Energy and Environmental Research Center for a pilot project
relating to the underground storage of produced natural gas.

Provides an exemption allowing the Industrial Commission to continue unspent prior biennium appropriation
authority for a survey review in the 2019-21 biennium.

*  Provides intent that $4.5 million is available from the lignite research fund for lignite marketing studies, the
Lignite Vision 21 program, or possible lignite-related litigation.

House Bill No. 1014 - Bank of North Dakota - House Action

Base i House House

Budget Changes Version
Capital assets $810,000 $700,000 $1,510,000
Bank of North Dakota 58,489,204 4,165,031 62,654,235

operations

Total all funds $59,299,204 $4,865,031 $64,164,235
Less estimated income 59,299,204 4,865,031 64,164,235
General fund $0 $0 $0
FTE 18150 0.00 181.50
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Department 471 - Bank of North Dakota - Detail of House Changes

< JF (D

Adds Funding
for
Adjusts Adds Funding Adjusts Adds Funding Information
Funding for for Salary and Funding for for Bank Technology
Base Payroll Benefit Bank Contingencies Equipment Total House
Changes! Increases? Operations? & and Software* Changes
Capital assets $700,000 $700,000
Bank of North Dakota $230,000 $1,706,921 $1,228,110 $1,000,000 4,165,031
operations
Total all funds $230,000 $1,706,921 $1,228,110 $1,000,000 $700,000 $4,865,031
Less estimated income 230,000 1,706,921 1,228,110 1,000,000 700,000 4,865,031
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00 0.00

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in

health insurance premiums from $1,241 to $1,427 per month:

Other Funds
Salary increase $894,823
Health insurance increase 812,098
Total $1,706,921

3 Funding is adjusted for Bank of North Dakota operations, as follows:

Total

Adjusts funding for postage and temporary

salaries ($75,550)
Increases funding for information technology 876.800

costs '
Adds funding for Microsoft Office 365

licensing 37,352
Increases funding for professional

development and services 139,508
Increases funding for utilities, insurance, 250.000

and other operating expenses '
Total $1,228,110

4 Funding of $1 million is added for Bank of North Dakota contingencies to provide total contingency funding of

$3.5 million.

® Funding is added for information technology equipment and software.

This amendment also includes the following items related to the Bank of North Dakota:
= Transfer $140 million of Bank profits to the general fund and identifies the transfer as an ongoing revenue

source for Legislative Council budget status reporting purposes.

= Transfer $26 million of Bank profits to the partnership in assisting community expansion (PACE) fund.

= Transfer $3 million of Bank profits to the Ag PACE fund.
= Transfer $1 million of Bank profits to the biofuels PACE fund.

= Transfer $6 million of Bank profits to the beginning farmer revolving loan fund.
= Transfer $15 million of Bank profits to the North Dakota development fund and requires the funding be used to

purchase existing venture capital assets held by the Bank.
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House Bill No. 1014 - Housing Finance Agency - House Action

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

Base House House
Budget Changes Version
$7,892,056 $569,743 $8,461,799

4,743,355 602,921 5,346,276
31,794,828 1,671,772 33,466,600
100,000 100,000
$44,530,239 $2,844,436 $47,374,675
44,530,239 2,844,436 47,374,675
$0 $0 $0

4400 0.00 44.00

Department 473 - Housing Finance Agency - Detail of House Changes

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

D8 2/3/)1
ToF 10

Adds Funding
Adjusts Adds Funding Removes for Mortgage
Funding for for Salary and Funding for Servicing
Base Payroll Benefit Temporary Premium Adds Funding Total House
Changes! Increases? Employees? Expenses! for Grants® Changes
$221,665 $405,297 ($57,219) $569,743
$602,921 602,921
$1,671,772 1,671,772
$221,665 $405,297 ($57,219) $602,921 $1,671,772 $2,844,436
221,665 405,297 (67,219) 602,921 1,671,772 2,844,436
$0 $0 $0 $0 $0 $0
0.00 0.00 0.00 0.00 0.00 0.00

' Funding is adjusted for base payroll changes.

2The following funding is added for 2019-21 biennium salary adjustments of 2 percent per year and increases in
health insurance premiums from $1,241 to $1,427 per month:

Salary increase

Health insurance increase

Total

Total

$208,965

196,332

3 Funding is removed for temporary employees.

$405,297

4 Funding is added for mortgage servicing premium expenses related to an increasing loan volume.

5 Funding of $1,671,772 is added for grants, including $20,000 for program grants and $1,651,772 for federal

housing grants.

This amendment also adds a section related to the Housing Finance Agency to provide appropriation authority for
any additional or unanticipated income from federal or other funds which may become available during the 2019-21
biennium and requires the Housing Finance Agency to notify the Office of Management and Budget and the
Legislative Council of additional income received.
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House Bill No. 1014 - Mill and Elevator - House Action

Salaries and wages
Operating expenses
Contingencies
Agriculture promotion

Total all funds
Less estimated income
General fund

FTE

Department 475 - Mill and Elevator - Detail of House Changes

Salaries and wages
Operating expenses
Contingencies
Agriculture promotion

Total all funds
Less estimated income
General fund

FTE

Base House House

Budget Changes Version
$39,308,519 $6,984,293 $46,292,812
28,195,000 1,642,000 29,837,000
500,000 500,000
210,000 210,000
$68,213,519 $8,626,293 $76,839,812
68,213,519 8,626,293 76,839,812
$0 $0 $0
153.00 2.00 155.00

DE 2/3/s4
/9(//[/()

Increases
Adjusts Funding for
Funding for Adds Funding Overtime and Adds Funding
Base Payroll for Benefit Temporary Adds FTE for Operating Total House
Changes! Increases? Employees? Positions* Expenses? Changes

$3,477,828 $682,698 $2,538,685 $285,082 $6,984,293
$1,642,000 1,642,000
$3,477,828 $682,698 $2,538,685 $285,082 $1,642,000 $8,626,293
3,477,828 682,698 2,538,685 285,082 1,642,000 8,626,293
$0 $0 $0 $0 $0 $0
0.00 0.00 0.00 2.00 0.00 2.00

' Funding is adjusted for base payroll changes, including salary increases.

2 Funding is added for increases in health insurance premiums from $1 ,241 to $1,427 per month.

% Funding is increased for overtime expenses ($2,227,085) and temporary employees ($311,600).

4 Funding is added for 2 FTE positions, including 1 food safety position ($155,012) and 1 utility worker position

($130,070).

® Funding is added for operating expenses for increased costs related to utilities, insurance, and repairs.

No other sections were included by the House related to the Mill and Elevator Association.
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Date: 1/29/2019

- Voice Vote #1
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House _Appropriations - Government Operations Division Committee

[0 Subcommittee

Amendment LC# or Description:

Recommendation:  [X] Adopt Amendment
0 Do Pass O Do Not Pass O Without Committee Recommendation

J As Amended U Rerefer to Appropriations
[J Place on Consent Calendar
Other Actions: [J Reconsider O
Motion Made By Representative Mock Seconded By Representative Beadle
i Representatives Yes | No Representatives ' Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

Representative Kempenich

g

Total (Yes) lo]

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move over Microsoft Office 365. Motion Carried.



Date: 1/29/2019

Voice Vote #2
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: X Adopt Amendment
O Do Pass 0 Do Not Pass O Without Committee Recommendation

J As Amended [ Rerefer to Appropriations
J Place on Consent Calendar
Other Actions: U Reconsider O
Motion Made By Representative Howe Seconded By Representative Beadle
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew .

(o

Representative Howe EJ

Representative Kempenich 4‘

Total (Yes) _ No
Absent
Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move one-time funding to the House changes. Motion carried.



Date: 2/4/2019

Voice Vote #1
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

0 Subcommittee

Amendment LC# or Description:

Recommendation: X Adopt Amendment
O Do Pass J Do Not Pass O Without Committee Recommendation

J As Amended J Rerefer to Appropriations
0 Place on Consent Calendar
Other Actions: (0 Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By _Representative Howe
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock . !
Vice Chairman Brandenburg |

Representative Beadle

Representative Bellew

Representative Howe

Representative Kempenich

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

Made a motion to move one food safety FTE and one food safety assistant FTE to the
House version.

Motion Carried.



Date: 2/4/2019

Voice Vote #2
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

J Subcommittee

Amendment LC# or Description:

Recommendation: 4 Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

J As Amended UJ Rerefer to Appropriations
UJ Place on Consent Calendar
Other Actions: O Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By  Representative Kempenich
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock |

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew
Representative Howe

Representative Kempenich

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

Made a motion to move $10,000 from the mill's promotional fund to be donated to rural
leadership.

Motion Carried.



Date: 2/6/2019

Voice Vote #1
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: X Adopt Amendment
(0 Do Pass [J Do Not Pass O Without Committee Recommendation

1 As Amended U Rerefer to Appropriations
J Place on Consent Calendar
Other Actions: 0 Reconsider 0O

Vice Chairman

Motion Made By Brandenburg Seconded By Representative Beadle
_ Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock |
Vice Chairman Brandenburg ;
Representative Beadle | i
Representative Bellew |
Representative Howe &
Representative Kempenich | \" |
B \
9
\
Total (Yes) No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To add two contingent employees; one funded and the other unfunded
Motion Carried



Date: 2/6/2019
Voice Vote #2

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division Committee

0 Subcommittee

Amendment LC# or Description:

Recommendation: ] Adopt Amendment
0 Do Pass O Do Not Pass 0 Without Committee Recommendation

J As Amended (] Rerefer to Appropriations
[J Place on Consent Calendar
Other Actions: 0 Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By Representative Beadle
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock
Vice Chairman Brandenburg
Representative Beadle
Representative Bellew N
Representative Howe ﬁ
Representative Kempenich /l
TA
) v
e ik
Total (Yes) No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

To take $5 million out of the abandoned oil and gas well plugging site reclamation fund and to
change the cap to $50 million from $100 million.

Motion Carried



Date: 2/6/2019
Voice Vote #3

. 2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: ¥ Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

J As Amended U1 Rerefer to Appropriations
] Place on Consent Calendar
Other Actions: O Reconsider O

Vice Chairman

Motion Made By Representative Mock Seconded By Brandenburg
H=—— Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

| Representative Beadle

Representative Bellew N

| Representative Howe I
Representative Kempenich || ﬁ

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

To appropriate $18 million for natural gas storage
Motion Carried



Date: 2/6/2019
Roll Call Vote # 4

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division Committee

0 Subcommittee

Amendment LC# or Description:

Recommendation: Adopt Amendment
O Do Pass 0 Do Not Pass O Without Committee Recommendation

J As Amended (1 Rerefer to Appropriations
] Place on Consent Calendar
Other Actions: J Reconsider O
Motion Made By Rep. Howe Seconded By Rep. Kempennich
Representatives _| Yes No Representatives | Yes | No
Chairman Vigesaa Representative Mock
Vice Chairman Brandenburg
Representative Beadle
Representative Bellew | (,
Representative Howe | | VA
Representative Kempenich _ I\ §/7\
A
TR
N\
N
Total (Yes) No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

To increase the funding for two FTE’s to complete their salaries for the remainder of the
biennium.

Voice Vote: Motion Carried.



Date: 2/7/2019
Voice Vote #1

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES

House

Appropriations - Government Operations Division

BILL/RESOLUTION NO. HB1014

Amendment LC# or Description:

0 Subcommittee

Committee

Recommendation: 4 Adopt Amendment
O Do Pass (J Do Not Pass
J As Amended
J Place on Consent Calendar
Other Actions: J Reconsider

Motion Made By Representative Beadle

Seconded By

O Without Committee Recommendation

U] Rerefer to Appropriations

O

Representative Howe

Representatives

Yes

No

Representatives | Yes

No

Chairman Vigesaa

Representative Mock |

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

Representative Kempenich

<+
r
3

Total (Yes)

_No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent: Made a motion to allocate up $7.5
million per fiscal year to the outdoor heritage fund.

Motion Carried.



Date: 2/7/2019

Voice Vote #2
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

[0 Subcommittee

Amendment LC# or Description:

Recommendation: & Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

1 As Amended U1 Rerefer to Appropriations
UJ Place on Consent Calendar
Other Actions: UJ Reconsider O —
Motion Made By Representative Howe Seconded By Representative Beadle
Representatives Yes No | Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

'Representative Beadle

Representative Bellew
Representative Howe

Representative Kempenich

[ Araes

[

Gz

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move line items discussed to the House version.
Motion Carried.



Date: 2/7/2019

Voice Vote #3
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: 4 Adopt Amendment
O Do Pass O Do Not Pass 0 Without Committee Recommendation

] As Amended (1 Rerefer to Appropriations
U Place on Consent Calendar
Other Actions: 0 Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By Representative Howe
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

Representative Kempenich

E—Jg,gg"_ AAE

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move over sections 6, 10, and 11 from the worksheet to the House version
Motion Carried



Date: 2/7/2019

Voice Vote #4
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

J Subcommittee

Amendment LC# or Description:

Recommendation: % Adopt Amendment
O Do Pass J Do Not Pass O Without Committee Recommendation

J As Amended (1 Rerefer to Appropriations
(0 Place on Consent Calendar
Other Actions: O Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By _Representative Beadle
Representatives Yes | No | Representatives Yes | No
Chairman Vigesaa - E Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

| Representative Howe il'
Representative Kempenich

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

To move the Biofuels PACE, BNE Farmer Loan Fund and Development Fund Transfer to House
version.

Motion Carried



Date: 2/7/2019
Voice Vote #5

2019 HOUSE STANDING COMMITTEE

House Appropriations - Government Operations Division

ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

Amendment LC# or Description:

0 Subcommittee

Committee

Recommendation: X Adopt Amendment

O Do Pass
O As Amended

O Do Not Pass

UJ Rerefer to Appropriations

(] Place on Consent Calendar

Other Actions: 0 Reconsider

Motion Made By Representative Kempenich

(]

O Without Committee Recommendation

Seconded By Representative Howe

Representatives Yes No Representatives | Yes | No

Chairman Vigesaa Representative Mock '

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

' Representative Howe 22)

Representative Kempenich ‘
\h
N\

Total (Yes)

No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move $2.2 million for overtime and to move the increased operating costs to the House

version.
Motion Carried.




Date: 2/7/2019

Voice Vote #6
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: (¥ Adopt Amendment
0 Do Pass J Do Not Pass O Without Committee Recommendation

J As Amended U Rerefer to Appropriations
J Place on Consent Calendar
Other Actions: [0 Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By Representative Howe
Representatives | Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg

| Representative Beadle

| Representative Bellew [ [
Representative Howe o

Representative Kempenich

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
To move everything but the retirement increase and the funding from SIIF to the House version.
Motion Carried.



Date: 2/7/2019

Voice Vote #7
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

0 Subcommittee

Amendment LC# or Description:

Recommendation: Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

(J As Amended (J Rerefer to Appropriations
U] Place on Consent Calendar
Other Actions: (J Reconsider O
Motion Made By Representative Beadle Seconded By Representative Howe
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa 1 = Representative Mock
Vice Chairman Brandenburg 1 |

_Representative Beadle

Representative Bellew

Representative Howe

Representative Kempenich

Total (Yes) No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
A motion to authorize them to receive additional federal or other funds that become available to

the House version.
Motion Carried.



2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House

Appropriations - Government Operations Division

Date: 2/11/2019
Voice Vote #1

Committee

Amendment LC# or Description:

0 Subcommittee

19.0202.01003

] Do Not Pass

O Place on Consent Calendar

Recommendation: Adopt Amendment
O Do Pass
0 As Amended
Other Actions: ] Reconsider

Vice Chairman

Motion Made By Brandenburg

Seconded By

O Without Committee Recommendation
(] Rerefer to Appropriations

O

Representative Beadle

Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock
Vice Chairman Brandenburg
Representative Beadle .
Representative Bellew
Representative Howe b _
Representative Kempenich \ {'
\)
9
o |
A
N —
) )
Total (Yes) No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

To adopt the amendment.
Motion Carried.




Date: 2/11/2019
Roll Call Vote #2

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division Committee

0 Subcommittee

Amendment LC# or Description:  19.0202.01003

Recommendation: ] Adopt Amendment
X DoPass [ Do NotPass O Without Committee Recommendation

As Amended [J Rerefer to Appropriations
O Place on Consent Calendar
Other Actions: O Reconsider O

Vice Chairman
Motion Made By Brandenburg Seconded By _Representative Beadle

<
o
7]

Representatives No Representatives Yes | No

Chairman Vigesaa I_erresentative Mock X

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

><><><><><><|

Representative Kempenich

Total (Yes) 7 No O

Absent 0

Floor Assignment  Vice Chairman Brandenburg

If the vote is on an amendment, briefly indicate intent:
Motion Carried.



. 2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division

Amendment LC# or Description:

O Subcommittee

Date: 2/11/2019
Voice Vote #3

Committee

Recommendation: [ Adopt Amendment

(] Do Pass

O As Amended
O Place on Consent Calendar
Other Actions: Reconsider

Motion Made By Representative Mock

(J Do Not Pass

O

U Without Committee Recommendation
U] Rerefer to Appropriations

Seconded By Representative Beadle

Yes

No Representatives

Yes

No

Representatives
Chairman Vigesaa

Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

|
Representative Howe o \ Y
Representative Kempenich \ RN
|\ P A\
\ Al
A A
S B\
J 7
Total (Yes) No
Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

g (il



Date: 2/11/2019

Voice Vote #H
. 2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: % Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

1 As Amended (] Rerefer to Appropriations
(J Place on Consent Calendar
Other Actions: 0 Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By _Representative Mock
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa Representative Mock

Vice Chairman Brandenburg
Representative Beadle
Representative Bellew
Representative Howe
Representative Kempenich

8

Total (Yes) _ No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

Made a motion to add in the $464,499.00 for temporary employees:
Motion Carried



Date: 2/11/2019
Roll Call Vote #5

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division - Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: [0 Adopt Amendment
X Do Pass O Do Not Pass ] Without Committee Recommendation

As Amended U Rerefer to Appropriations
[ Place on Consent Calendar
Other Actions: ] Reconsider O

Vice Chairman
Motion Made By Brandenburg Seconded By Representative Howe

Representativ;s ] No Representatives ‘Yes No

Chairman Vigesaa Representative Mock X

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

><><><><><><§

Representative Kempenich

Total (Yes) 7 No O

Absent 0

Floor Assignment  Vice Chairman Brandenburg

If the vote is on an amendment, briefly indicate intent:
Motion Carried.



Date: 2/13/2019
Voice Vote #1

2019 HOUSE STANDING COMMITTEE

ROLL CALL VOTES

BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division

Amendment LC# or Description:

O Subcommittee

19.0202.01003

Committee

Recommendation: [ Adopt Amendment

0 Do Pass

U Do Not Pass
O As Amended

(] Rerefer to Appropriations

[0 Place on Consent Calendar

Other Actions: Reconsider

Motion Made By Representative Bellew

(]

O Without Committee Recommendation

Seconded By Representative Howe

Representatives

Yes

No | Representatives Yes

No

Chairman Vigesaa

Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew

Representative Howe

MR

Representative Kempenich

Total (Yes)

No

Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:

Motion Carried.




Date: 2/13/2019

Voice Vote #2
‘ 2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014
House Appropriations - Government Operations Division Committee

O Subcommittee

Amendment LC# or Description: 19.0202.01004

Recommendation: Adopt Amendment
O Do Pass O Do Not Pass O Without Committee Recommendation

J As Amended J Rerefer to Appropriations
O Place on Consent Calendar
Other Actions: J Reconsider O

Vice Chairman

Motion Made By Brandenburg Seconded By Representative Howe
Representatives ' Yes | No | Representatives . Yes | No
. Chairman Vigesaa | Representative Mock

Vice Chairman Brandenburg

Representative Beadle

Representative Bellew 4

Representative Howe

Representative Kempenich

X 4

: &

A\

b

Total (Yes) No -
Absent
Floor Assignment

If the vote is on an amendment, briefly indicate intent:

. Motion Carried.



. 2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB1014

House Appropriations - Government Operations Division

0 Subcommittee

Amendment LC# or Description:  19.0202.01004

Date: 2/13/2019
Roll Call Vote #1

Committee

Recommendation:  [J Adopt Amendment
Do Pass [ Do Not Pass
As Amended
O Place on Consent Calendar

O Without Committee Recommendation

O Rerefer to Appropriations

Other Actions: O Reconsider O
Vice Chairman
Motion Made By Brandenburg Seconded By Representative Howe
Representatives Yes | No Representatives Yes | No
Chairman Vigesaa X Representative Mock
| Vice Chairman Brandenburg X
Representative Beadle
Representative Bellew X
Representative Howe X

Representative Kempenich

Total (Yes) 4 No

Absent 3

Floor Assignment  Vice Chairman Brandenburg

If the vote is on an amendment, briefly indicate intent:

. Motion Carried.




Date: 2/13/2019
Roll Call Vote #: 1

House

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. 1014

Appropriations

Amendment LC# or Description:

Recommendation:

Other Actions:

Motion Made By

O Subcommittee

19.0202.01004

Committee

Adopt Amendment

O Do Pass [0 Do Not Pass
J As Amended

O Place on Consent Calendar
J Reconsider

Representative Brandenburg

O Without Committee Recommendation

O] Rerefer to Appropriations

a

Seconded By

Representative Beadle

Representatives

Yes | No

Representatives

Yes

No

Chairman Delzer

i Representative Kempenich

Representative Anderson

| Representative_ Sch_obinger '

Representative Beadle

| Representative Vigesaa

Representative Bellew

Representative Brandenburg

Representative Howe

| Representative Boe

Representative Kreidt

Representative Holman

Representative Martinson

Representative Mock

| Representative Meier

| Representative Monson

Representative Nathe

Representative J. Nelson

Representative Sanford

Representative Schatz

Representative Schmidt

Total (Yes)

No

Absent

Floor Assignment

Voice Vote/Motion Carries




Date: 2/13/2019
Roll Call Vote #: 2

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. HB 1014

House Appropriations Committee

O Subcommittee

Amendment LC# or Description:

Recommendation: [ Adopt Amendment
Do Pass [ Do Not Pass O Without Committee Recommendation
As Amended U] Rerefer to Appropriations
J Place on Consent Calendar

Other Actions: O Reconsider OJ

Motion Made By Representative Brandenburg  Seconded By  Representative Howe

=

Representatives Yes | No Representatives | Yes | No |
Chairman Delzer X I
Representative Kempenich 1
Representative Anderson

| Representative Beadle
Representative Bellew
Representative Brandenburg
Representative Howe
Representative Kreidt
Representative Martinson
Representative Meier
Representative Monson A
Representative Nathe
Representative J. Nelson
Representative Sanford

Representative Schobinger | X
'_Representative Vigesaa X

XX x| >

|

| Representative Boe

' Representative Holman
' Representative Mock

XXX

Representative Schatz
Representative Schmidt

XXX XXX X | >

Total (Yes) 19 No 1

Absent 1

Floor Assignment  Representative Brandenburg

Motion Carries



Com Standing Committee Report
February 14, 2019 7:36AM

Module ID: h_stcomrep_29 005
Carrier: Brandenburg

REPORT OF STANDING COMMITTEE

HB 1014: Appropriations Committee

(Rep. Delzer,

Chairman)

Insert LC: 19.0202.01004 Title: 02000

recommends

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(19 YEAS, 1 NAYS, 1 ABSENT AND NOT VOTING). HB 1014 was placed on the

Sixth order on the calendar.

Page 1, line 2, replace the second "and" with "to amend and reenact subdivision f of
subsection 1 of section 57-51-15 of the North Dakota Century Code, relating to the
fund balance of the abandoned oil and gas well plugging and site reclamation fund;

to provide a contingent authorization;"

Page 1, line 3, after "transfer" insert "; and to provide an exemption"

Page 1, replace lines 13 through 23 with:

Base Level
Salaries and wages $22,014,084
Operating expenses 5,305,888

Capital assets 0

Grants - bond payments 13,210,484
Contingencies 221,737
Total all funds $40,752,193
Less estimated income 15,343,206
Total general fund $25,408,987
Full-time equivalent positions 110.25
Page 2, replace lines 2 through 9 with:

Base Level
Bank of North Dakota operations $58,489,204
Capital assets 810,000
Total special funds $59,299,204
Full-time equivalent positions 181.50

Page 2, replace lines 12 through 19 with:

Base Level
Salaries and wages $7,892,056
Operating expenses 4,743,355
Grants 31,794,828
Housing finance agency contingencies 100,000
Total special funds $44,530,239
Full-time equivalent positions 44.00

Page 2, replace lines 22 through 29 with:

Base Level
Salaries and wages $39,308,519
Operating expenses 28,195,000
Contingencies 500,000
Agriculture promotion 210,000
Total special funds $68,213,519
Full-time equivalent positions 153.00

Page 3, replace lines 1 through 5 with:

(1) DESK (3) COMMITTEE Page 1

Adjustments or

Enhancements Appropriation
$1,282,736 $23,296,820
686,099 5,991,987
5,000,000 5,000,000
(2,701,717) 10,508,767
7,807 229,544
$4,274,925 $45,027,118
2,644,219 17,987,425
$1,630,706 $27,039,693
2.00 112.25"
Adjustments or
Enhancements Appropriation
$4,165,031 $62,654,235
700,000 1,510,000
$4,865,031 $64,164,235
0.00 181.50"
Adjustments or
Enhancements Appropriation
$569,743 $8,461,799
602,921 5,346,276
1,671,772 33,466,600
0 100,000
$2,844,436 $47,374,675
0.00 44.00"
Adjustments or
Enhancements Appropriation
$6,984,293 $46,292,812
1,642,000 29,837,000
0 500,000
0 210,000
$8,626,293 $76,839,812
2.00 155.00"

h_stcomrep_29_005



Com Standing Committee Report
February 14, 2019 7:36AM

Module ID: h_stcomrep_29_005
Carrier: Brandenburg
Insert LC: 19.0202.01004 Title: 02000

Adjustments or

Base Level Enhancements Appropriation
Grand total general fund $25,408,987 $1,630,706 $27,039,693
Grand total special funds 187,386,168 18,979,979 206,366,147
Grand total all funds $212,795,155 $20,610,685  $233,405,840"

Page 3, line 6, after "FUNDING" insert "- EFFECT ON BASE BUDGET - REPORT TO THE
SIXTY-SEVENTH LEGISLATIVE ASSEMBLY"

Page 3, line 7, after "biennium" insert "and the 2019-21 biennium one-time funding items
included in the appropriation in section 1 of this Act"

Page 3, replace lines 9 through 13 with:

"Litigation

Industrial water supply asset study
Soil remediation studies

Survey review

Rare earth elements study
Fracturing sand study

Oil database software upgrade
Total special funds

$1,000,000 $0
150,000 0
5,000,000 0
800,000 0

0 160,000

0 110,000

0 5,000,000
$6,950,000 $5,270,000

The 2019-21 biennium one-time funding amounts are not a part of the entity's
base budget for the 2021-23 biennium. The industrial commission shall report to the
appropriations committees of the sixty-seventh legislative assembly on the use of
this one-time funding for the biennium beginning July 1, 2019, and ending June 30,

2021."

Page 3, line 14, replace "$13,210,484" with "$10,508,767"

Page 3, replace lines 17 through 29 with:

"North Dakota university system

North Dakota university system - energy conservation projects

Department of corrections and rehabilitation

Department of corrections and rehabilitation - energy conservation projects

State department of health

Job service North Dakota

Office of management and budget
Attorney general's office

State historical society

Parks and recreation department
Research and extension service
Veterans' home

Total

$4,959,448
415,664
689,299
16,180
644,884
434,847
567,125
647,500
1,177,875
66,875
483,337
405,733
$10,508,767

SECTION 4. APPROPRIATION - HOUSING FINANCE AGENCY -
ADDITIONAL INCOME. In addition to the amount appropriated to the housing
finance agency in subdivision 3 of section 1 of this Act, there is appropriated any
additional income or unanticipated income from federal or other funds which may
become available to the agency for the biennium beginning July 1, 2019, and ending
June 30, 2021. The housing finance agency shall notify the office of management
and budget and the legislative council of any additional income or unanticipated
income that becomes available to the agency resulting in an increase in

appropriation authority."

Page 3, line 31, replace "$221,737" with "$229,544"

(1) DESK (3) COMMITTEE Page 2

h_stcomrep_29_005



Com Standing Committee Report Module ID: h_stcomrep_29 005
February 14, 2019 7:36AM Carrier: Brandenburg
Insert LC: 19.0202.01004 Title: 02000

Page 4, line 4, replace "eighteen thousand two hundred" with "twenty thousand eight
hundred"

Page 4, line 5, replace "$221,737" with "$229,544"

Page 4, line 6, remove "eighteen"

Page 4, line 7, replace "thousand two hundred" with "twenty thousand eight hundred"
Page 4, line 9, replace "$1,103,779" with "$1,150,782"

Page 4, line 10, remove "special funds"

Page 4, line 10, remove "line item"

Page 4, line 22, after "president” insert ". For legislative council budget status reporting
purposes, the transfer under this section is considered an ongoing revenue source"

Page 4, after line 22, insert:

"SECTION 8. TRANSFER - PARTNERSHIP IN ASSISTING COMMUNITY
EXPANSION. The Bank of North Dakota shall transfer the sum of $26,000,000, or so
much of the sum as may be necessary, from the Bank's current earnings and
undivided profits to the partnership in assisting community expansion fund during the
biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 9. TRANSFER - AGRICULTURE PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$3,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the agriculture partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30,
2021.

SECTION 10. TRANSFER - BIOFUELS PARTNERSHIP IN ASSISTING
COMMUNITY EXPANSION. The Bank of North Dakota shall transfer the sum of
$1,000,000, or so much of the sum as may be necessary, from the Bank's current
earnings and undivided profits to the biofuels partnership in assisting community
expansion fund during the biennium beginning July 1, 2019, and ending June 30,
2021.

SECTION 11. TRANSFER - BEGINNING FARMER REVOLVING LOAN
FUND. The Bank of North Dakota shall transfer the sum of $6,000,000, or so much
of the sum as may be necessary, from the Bank's current earnings and undivided
profits to the beginning farmer revolving loan fund during the biennium beginning
July 1, 2019, and ending June 30, 2021.

SECTION 12. TRANSFER - NORTH DAKOTA DEVELOPMENT FUND. The
Bank of North Dakota shall transfer the sum of $15,000,000, or so much of the sum
as may be necessary, from the Bank's current earnings and undivided profits to the
North Dakota development fund established under chapter 10-30.5 during the
biennium beginning July 1, 2019, and ending June 30, 2021. Funding transferred
under this section must be used to purchase existing venture capital assets held by
the Bank of North Dakota.

SECTION 13. ESTIMATED INCOME - STRATEGIC INVESTMENT AND
IMPROVEMENTS FUND. The operating expenses line item and the estimated
income line item in subdivision 1 of section 1 of this Act include $270,000 from the
strategic investment and improvements fund for a rare earth element study and a
fracturing sand study.

(1) DESK (3) COMMITTEE Page 3 h_stcomrep_29_005



Com Standing Committee Report Module ID: h_stcomrep_29_005
February 14, 2019 7:36AM Carrier: Brandenburg
Insert LC: 19.0202.01004 Title: 02000

SECTION 14. ESTIMATED INCOME - ABANDONED OIL AND GAS WELL
PLUGGING AND SITE RECLAMATION FUND. The capital assets line item and the
estimated income line item in subdivision 1 of section 1 of this Act include
$5,000,000 from the abandoned oil and gas well plugging and site reclamation fund
for arisk-based data management system information technology project.

SECTION 15. AMENDMENT. Subdivision f of subsection 1 of section
57-51-15 of the North Dakota Century Code is amended and reenacted as follows:

f. (1) For the period beginning September 1, 2017, and ending
August 31, 2019, the state treasurer shall allocate four percent
of the amount available under this subsection to the
abandoned oil and gas well plugging and site reclamation fund,
but not in an amount exceeding four million dollars per fiscal
year and not in an amount that would bring the balance in the
fund to more than ene-hundredfifty million dollars.

(2) After August 31, 2019, the state treasurer shall allocate four
percent of the amount available under this subsection to the
abandoned oil and gas well plugging and site reclamation fund,
butnotin an amount exceeding seven million five hundred
thousand dollars per fiscal year and not in an amount that
would bring the balance in the fund to more than ere
hundredfifty million dollars.

SECTION 16. EXEMPTION - OIL AND GAS TAX REVENUE
ALLOCATIONS - NORTH DAKOTA OUTDOOR HERITAGE FUND. Notwithstanding
the provisions of section 57-51-15 relating to the allocations to the North Dakota
outdoor heritage fund, for the period beginning September 1, 2019, and ending
August 31, 2021, the state treasurer shall allocate eight percent of the oil and gas
gross production tax revenue available under subsection 1 of section 57-51-15 to the
North Dakota outdoor heritage fund, but not in an amount exceeding $7,500,000 per
fiscal year.

SECTION 17. EXEMPTION - OIL AND GAS TAX REVENUE
ALLOCATIONS - OIL AND GAS RESEARCH FUND - PILOT PROJECT FOR
UNDERGROUND GAS STORAGE.

1. Notwithstanding the provisions of section 57-51.1-07.3 relating to the
allocations to the oil and gas research fund, for the period beginning
August 1, 2019, and ending July 31, 2021, the state treasurer shall
deposit two percent of the oil and gas gross production tax and oll
extraction tax revenues, up to $14,000,000, into the oil and gas research
fund before depositing oil and gas tax revenues under section
57-51.1-07.5.

2. Pursuant to the continuing appropriation in section 57-51.1-07.3, the
industrial commission shall use $4,000,000, or so much of the sum as
may be necessary, from the oil and gas research fund to contract with the
energy and environmental research center for a pilot project relating to
the underground storage of produced natural gas. The pilot project may
include studies and demonstration projects. During the 2019-20 interim,
the energy and environmental research center shall provide quarterly
reports to the industrial commission and at least one report to the
legislative management regarding the results and recommendations of
the pilot project.

SECTION 18. EXEMPTION - INDUSTRIAL COMMISSION FUND. The
amount of $1,103,779 appropriated to the industrial commission in subdivision 1 of
section 1 of chapter 39 of the 2017 Session Laws and transferred pursuant to
section 8 of chapter 39 of the 2017 Session Laws is not subject to the provisions of
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section 54-44.1-11. Any unexpended funds from this appropriation are available to
the industrial commission for administrative services rendered by the commission
during the biennium beginning July 1, 2019, and ending June 30, 2021.

SECTION 19. EXEMPTION - SURVEY REVIEW - STRATEGIC
INVESTMENT AND IMPROVEMENTS FUND. The amount of $800,000
appropriated from the strategic investment and improvements fund in section 2 of
chapter 426 of the 2017 Session Laws is not subject to section 54-44.1-11. Any
unexpended funds from this appropriation are available to the industrial commission
for expert legal testimony associated with the survey review during the biennium
beginning July 1, 2019, and ending June 30, 2021."

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1014 - Summary of House Action

Industrial Commission
Total all funds
Less estimated income
General fund

FTE

Bank of North Dakota
Total all funds
Less estimated income
General fund

FTE

Housing Finance Agency
Total all funds
Less estimated income
General fund

FTE

Mill and Elevator
Total all funds
Less estimated income
General fund

FTE
Bill total
Total all funds

Less estimated income
General fund

FTE

House Bill No. 1014 - Industrial Commission - House Action

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income

General fund

FTE

(1) DESK (3) COMMITTEE

Base House House
Budget Changes Version
$40,752,193 $4,274,925 $45,027,118
15.343.206 2644219 17,987.425
$25,408,987 $1,630,706 $27,039,693
110.25 2.00 112.25
$59,299,204 $4,865,031 $64,164,235
59.299.204 4865031 64,164.235
$0 $0 $0
181.50 0.00 181.50
$44,530,239 $2,844,436 $47,374,675
44 530,239 2,844 436 47,374,675
$0 $0 $0
44.00 0.00 44.00
$68,213,519 $8,626,293 $76,839,812
68213,519 8626293 . 76,839,812
$0 $0 $0
153.00 2.00 155.00
$212,795,155 $20,610,685 $233,405,840
187.386 168 18,979 979 206,366,147
$25,408,987 $1,630,706 $27,039,693
488.75 4.00 492.75
Base House House
Budget Changes Version
$22,014,084 $1,282,736 $23,296,820
5,305,888 686,099 5,991,987
5,000,000 5,000,000
13,210,484 (2,701,717) 10,508,767
221,737 7.807 229,544
$40,752,193 $4,274,925 $45,027,118
15,343 206 2644219 17 987 425
$25,408,987 $1,630,706 $27,039,693
110.25 2.00 112.25
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Department 405 - Industrial Commission - Detail of House Changes

Adjusts
Adds Funding for
Adjusts Funding for 2017-19 Adds Adjusts Reduces
Funding for Salary and Contingent Contingent Funding for Funding for
Base Payroll Benefit FTE FTE Operating Bond
Changes! Increases? Positions® Positions? Expenses® Payments®
Salaries and wages ($123,310) $1,143,845 $262,201
Operating expenses $416,099
Capital assets
Grants - Bond payments ($2,701,717)
Contingencies (221,737) $229,544
Total all funds ($123,310) $1,143,845 $40,464 $229,544 $416,099 ($2,701,717)
Less estimated income 40,140 67,711 0 0 (31915) (2,701.717)
General fund ($163,450) $1,076,134 $40,464 $229,544 $448,014 $0
FTE 0.00 0.00 0.00 2.00 0.00 0.00

Adds One-Time Funding for
Studies and an Information
Technology Project’ Total House Changes

Salaries and wages $1,282,736
Operating expenses $270,000 686,099
Capital assets 5,000,000 5,000,000
Grants - Bond payments (2,701,717)
Contingencies 3 7.807
Total all funds $5,270,000 $4,274,925
Less estimated income 5.270,000 2,644,219
General fund $0 $1,630,706
FTE 0.00 2.00

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per
year and increases in health insurance premiums from $1,241 to $1,427 per month:

General Fund Other Funds Total
Salary increase $571,918 $36,477 $608,395
Health insurance increase 504 216 31,234 535,450
Total $1,076,134 $67,711 $1,143,845

® Funding of $221,737 is transferred from the contingencies line item to the salaries and
wages line item, and funding of $40,464 is added related to 2 FTE positions that were
partially funded as contingent positions in the 2017-19 biennium.

* Contingent funding and authorization is provided for 2 FTE positions. The F TE positions
and related funding are authorized, subject to Budget Section approval, if the total number of
wells capable of production and injection exceeds 20,800 as identified in Section 5 of the bill.

® Funding is adjusted for operating expenses as follows:

General Fund Other Funds Total
Adjusts funding for travel and building leases $300,827 ($36,324) $264,503
Adds funding for computer replacements 70,400 0 70,400
Adds funding for Microsoft Office 365 licensing 76.787 4,409 81,196
Total $448,014 ($31,915) $416,099

® Funding for bond payments is reduced by $2,701,717, from $13,210,484 to $10,508,767.

” Funding is added for the following one-time items:
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Total
$160,000
Rare earth element study (strategic investment and improvements fund)
Fracturing sand study (strategic investment and improvements fund) 110,000
Information technology project (abandoned oil and gas well plugging and site reclamation 6,000,000
fund)
Total $5,270,000

This amendment also includes the following items related to the Industrial Commission:

* Provides legislative intent for bond payments.

* Identifies 2 FTE positions included in the appropriation as contingent FTE position
authorization. The positions and related funding are available if the total number of
wells capable of production and injection exceeds 20,800.

e Allows the Industrial Commission to transfer up to $1,150,782 from special funds
from the entities under the control of the Industrial Commission for administrative
services and provides an exemption to allow any unspent 2017-19 biennium
appropriations for administrative costs to continue in the 2019-21 biennium.

* |dentifies $270,000 from the strategic investment and improvements fund for a rare
earth element study and a fracturing sand study.

* Identifies $5 million from the abandoned oil and gas well plugging and site
reclamation fund for an information technology project.

« Limits the oil and gas tax revenue allocations to the abandoned oil and gas well
plugging and site reclamation fund by decreasing the fund balance limit by
$50 million, from $100 million to $50 million.

+ Decreases the oil and gas tax revenue allocations to the North Dakota outdoor
heritage fund from $20 million per fiscal year to $7.5 million per fiscal year, but only
for the 2019-21 biennium.

* Increases the oil and gas tax revenue allocations to the oil and gas research fund for
the 2019-21 biennium by $4 million, from $10 million to $14 million, and requires the
Industrial Commission to use $4 million from the oil and gas research fund to
contract with the Energy and Environmental Research Center for a pilot project
relating to the underground storage of produced natural gas.

* Provides an exemption allowing the Industrial Commission to continue unspent prior
biennium appropriation authority for a survey review in the 2019-21 biennium.

= Provides intent that $4.5 million is available from the lignite research fund for lignite
marketing studies, the Lignite Vision 21 program, or possible lignite-related litigation.

House Bill No. 1014 - Bank of North Dakota - House Action

Base House House
Budget Changes Version
Capital assets $810,000 $700,000 $1,510,000
Bank of North Dakota operations 58489 204 4.165,031 62,654 235
Total all funds $59,299,204 $4,865,031 $64,164,235
Less estimated income 59.299 204 4,865,031 64,164,235
General fund $0 $0 $0
FTE 181.50 0.00. 181.50
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Department 471 - Bank of North Dakota - Detail of House Changes

Adds

Funding for

Adds Adds Information

Adjusts Funding for Adjusts Funding for Technology

Funding for Salary and Funding for Bank Equipment
Base Payroll Benefit Bank Contingencie and Total House

Changes! Increases? Operations® s! Software® Changes
Capital assets $700,000 $700,000
Bank of North Dakota $230,000 $1,706,921 $1,228,110 $1,000,000 4,165,031
operations — —

Total all funds $230,000 $1,706,921 $1,228,110 $1,000,000 $700,000 $4,865,031
Less estimated income 230,000 1.706.921 1228110 1.000.000 700,000 4,865,031
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00 0.00

' Funding is adjusted for base payroll changes.

2 The following funding is added for 2019-21 biennium salary adjustments of 2 percent per
year and increases in health insurance premiums from $1,241 to $1,427 per month:

Other Funds
Salary increase $894,823
Health insurance increase 812,098
Total $1,706,921

® Funding is adjusted for Bank of North Dakota operations, as follows:

Total

Adjusts funding for postage and temporary (875.550)

salaries !
Increases funding for information technology 876800

costs '
Adds funding for Microsoft Office 365 licensing 37,352
Increases funding for professional development 139 508

and services '
Increases funding for utilities, insurance, and

other operating expenses c 000
Total $1,228,110

* Funding of $1 million is added for Bank of North Dakota contingencies to provide total
contingency funding of $3.5 million.

® Funding is added for information technology equipment and software.

This amendment also includes the following items related to the Bank of North Dakota:

«  Transfer $140 million of Bank profits to the general fund and identifies the transfer as
an ongoing revenue source for Legislative Council budget status reporting purposes.

= Transfer $26 million of Bank profits to the partnership in assisting community
expansion (PACE) fund.

= Transfer $3 million of Bank profits to the Ag PACE fund.

« Transfer $1 million of Bank profits to the biofuels PACE fund.

= Transfer $6 million of Bank profits to the beginning farmer revolving loan fund.

= Transfer $15 million of Bank profits to the North Dakota development fund and
requires the funding be used to purchase existing venture capital assets held by the
Bank.
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House Bill No. 1014 - Housing Finance Agency - House Action

Base | House House

Budget Changes Version
Salaries and wages $7,892,056 $569,743 $8,461,799
Operating expenses 4,743,355 602,921 5,346,276
Grants 31,794,828 1,671,772 33,466,600
HFA contingencies 100.000 100,000
Total all funds $44,530,239 $2,844,436 $47,374,675
Less estimated income 44,530 239 1 2,844,436 47374675
General fund $0 $0 $0
FTE 44.00 0.00 44.00

Department 473 - Housing Finance Agency - Detail of House Changes

Adds |
Adds Funding for
Adjusts Funding for Removes Mortgage
Funding for Salary and Funding for Servicing Adds
Base Payroll Benefit Temporary Premium Funding for Total House
Changes! Increases? Employees® Expenses? Grants* Changes
Salaries and wages $221,665 $405,297 ($57,219) $569,743
Operating expenses $602,921 602,921
Grants $1,671,772 1,671,772
HFA contingencies
Total all funds $221,665 $405,297 (857,219) $602,921 $1,671,772 $2,844,436
Less estimated income 221 665 405297 (57,219) 602 921 1,671,772 2844 436
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00 0.00

' Funding is adjusted for base payroll changes.

? The following funding is added for 2019-21 biennium salary adjustments of 2 percent per
year and increases in health insurance premiums from $1,241 to $1,427 per month:

Total
Salary increase $208,965
Health insurance increase 196,332
Total $405,297

® Funding is removed for temporary employees.

* Funding is added for mortgage servicing premium expenses related to an increasing loan
volume.

® Funding of $1,671,772 is added for grants, including $20,000 for program grants and
$1,651,772 for federal housing grants.

This amendment also adds a section related to the Housing Finance Agency to provide
appropriation authority for any additional or unanticipated income from federal or other funds
which may become available during the 2019-21 biennium and requires the Housing
Finance Agency to notify the Office of Management and Budget and the Legislative Council
of additional income received.
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House Bill No. 1014 - Mill and Elevator - House Action

Base House | House

Budget Changes Version
Salaries and wages $39,308,519 $6,984,293| $46,292,812
Operating expenses 28,195,000 1,642,000 29,837,000
Contingencies 500,000 500,000
Agriculture promotion 210,000 - 210.000
Total all funds $68,213,519 $8,626,293 $76,839,812
Less estimated income 68213 519 8626293 76,839 812
General fund $0 $0 $0
FTE 153.00 2.00 155.00

Department 475 - Mill and Elevator - Detail of House Changes

Increases
Funding for
Adjusts Adds Overtime Adds
Funding for Funding for and Funding for
Base Payroll Benefit Temporary Adds FTE Operating Total House
Changes! Increases* Employees® Positions* Expenses® Changes

Salaries and wages $3,477,828 $682,698 $2,538,685 $285,082 $6,984,293
Operating expenses $1,642,000 1,642,000
Contingencies
Agriculture promotion i i -
Total all funds $3,477,828 $682,698 $2,538,685 $285,082 $1,642,000 $8,626,293
Less estimated income 3,477,828 682698 2,538 685 285.082 1.642,000 8,626.293
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 2.00 0.00 | 2.00

' Funding is adjusted for base payroll changes, including salary increases.

% Funding is added for increases in health insurance premiums from $1,241 to $1,427 per
month.

® Funding is increased for overtime expenses ($2,227,085) and temporary employees
($311,600).

* Funding is added for 2 FTE positions, including 1 food safety position ($155,012) and
1 utility worker position ($130,070).

® Funding is added for operating expenses for increased costs related to utilities, insurance,
and repairs.

No other sections were included by the House related to the Mill and Elevator Association.
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Harvest Room, State Capitol

HB 1014 (Dept. of Mineral Resources)
3/4/2019
Job # 33104

O Subcommittee
O Conference Committee

Committee Clerk: Rose Laning

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the
industrial commission and the agencies under the management of the industrial
commission.

Minutes: Testimony # 1.

Legislative Council: Adam Mathiak
OMB: Becky Keller

Chairman Holmberg called the committee back to order on HB 1014.

Lynn Helms, Director, Department of Mineral Resources

Dept. of Mineral Resources Testimony — Attachment # 1.

He said the Department of Mineral Resources is made up of two divisions: Oil and Gas (a
regulatory agency) and Geological Survey (publications and promotion of the state’s
resources). They share a support staff.

Bruce Hicks, Assistant Director, Oil and Gas Division, Dept. of Mineral Resources
starting on page 4.

9:01) Senator Robinson: You said they can drill quite a few more wells. How does that equate
to actual numbers? And timeline?

Bruce Hicks: If we put numbers to it - about 10 years ago, with three times as many rigs,
we're completing about the same number of wells today with 1/3 the rigs. So with 60 rigs,
we’re completing almost as many wells as we did 10 years ago. There are a lot of wells out
there that we call non-completed. They’'ll drill them and then they’re waiting for a better price
environment to actually complete the wells because it may take 60% of the costs to go out
there and actually fracture these wells. They are waiting for a better price until they complete
those. | don’t have the exact number but it's right around 850 wells right now that are non-
completed.

(17:40) Senator Mathern: | got an email from someone extolling the virtues of your
department about tracking all of the dead lands from skills. Do you have a special division
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for that? Do we have staff that tracks land that has been destroyed from spills and is being
managed? Who does all that?

Bruce Hicks: We don’t have a special department that handles that. We do have many
staff that are very experts of what has happened in the past. There’s been a lot of talk about
brine spills in the past and ponds that were allowed in the 60s and 70s. A lot of monies went
toward clean up on those. I'm suspecting that a lot of the communication between dead
lands and yourself may have been on some of those old historic sites. There has been a lot
of documentation. Ed Murphy has done a study on it. We've also got a lot of new information
with some of these studies that has been going on with the location of additional ponds.

There has also been a lot of monies put towards restoration of some of these and we've seen
very good results on some of the tests. So no, we don’t have any special people on it, but
we have our reclamation department or 40 inspectors in the field, we’ve got a great data base
so we can improve and track these things better. We realize there are a lot of issues out
there that are ongoing and we are trying to keep on top of all that. We've improved our berm
requirements, a perimeter berm around most of our sites, liners on location, some monitoring
equipment in wells are located on certain ones. Down the road we believe we’ve got a great
handle on this. It’s just the legacy stuff that needs more attention and it's getting it now too.

Ed Murphy, State Geologist, Geological Survey, Dept. of Mineral Resources
Starting on page 12 of attachment #1.

(33:41) Senator Dever: In your search for rare earth elements, did you come across thorium?

Ed Murphy: Thorium is not one of the ones that we’ve looked at but we've talked about
running 400 samples and then dropped it down to 350 because of the price of samples is
going up. We are looking at adding cobalt, venadium, germanium, and several others to the
rare earth metals, and epthorium will also probably be one. We'll probably look at pulling
100 of those samples out and then looking at different elements to see what potentially could
come up.

(35:47) Lynn Helms: continuing on page 26.

(40:23) Chairman Holmberg: Will you be asking for flexibility if we hit over the next two
years 70 rigs or some other number? Those are pretty easy things to build into the budget
to maintain a flexibility in case the number of rigs skyrockets.

Lynn Helms: It was approved by the House for two contingent positions to be triggered at
20,800 wells so at a well count is where they would be triggered. Today we have 18,626
wells in that count so we’re some 2,000 shy of that number where we would trigger some
contingent positions.

Senator Robinson: When you talk about 18,000 wells, are they producing wells?

Lynn Helms: They are not all producing wells. There are just under 16,000 producing wells,
but we also have to regulate all of those underground injection wells as well as wells that are
in abandoned or inactive status. In particular, those wells in abandoned status are a
tremendous concern because they could end up becoming a liability to the state for plugging
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in reclamation costs so that 18,626 includes just under 16,000 active producing wells, roughly
1200 injection wells and then a number of inactive and abandoned wells as well.

(45:44) Michael Ziesch, Support Staff Officer, Dept. of Mineral Resources

Walking the committee through the Dept. of Mineral Resources capital asset request of $5M
for a new data base. @ We run a proprietary data base called the Risk Based Data
Management System (RBDMS). It is the master oil and gas data base for the State of North
Dakota and it is aging out.

Starting on page 34 of attachment # 1.

(51:30) Senator Sorvaag: When you upgrade, are they going to have to upgrade to pull data
or you can just push data to them? There’s not going to be any costs involved with this new
system — to like Land Dept. Health Dept.?

Michael Ziesch: The new system will be much more compatible for pushing data to those
entities. We will make arrangements and we will be in communication with them during the
process and we will land at the same spot at the same time. The new system will be much
more app and data sharing friendly than our current system. Because we are going to be
building it in the cloud and within the ITD cloud where the rest of the state agencies also
reside, so the ability to tie data together is going to be much enhanced.

(2:01:03) Lynn Helms: (wrapping up with page 40) Talking of the House recommended
budget changes, he said they approved the capital asset request, but they approved it rather
than coming out of the SIIF fund, we have extra money in abandoned well site restoration
fund, so the transfer would be from the abandoned well site restoration fund to the reservoir
data fund to pay the $5M. That's funded by 4% of 1% of the gross production tax.

(1:02:12) Chairman Holmberg: You’'ll have no trouble with that? That's not an issue for
you?

Lynn Helms: No, our two biggest projects in the Brine Pond study are finished so we are
anticipating in the coming biennium that we’ll spend about half of what we did in 17-19. We're
going to begin now with the Brine Pond sites actually doing full site work. We have one more
demonstration project to finish up and then we’ll be able to routinely budget for clean-up of
those, so not a problem with that transfer out of that fund.

Also they approved two contingent positions to be triggered at 20,800 wells, so not quite
2000 more than where we are today.

They increased the FTE count by the two contingent positions. They provided an exemption
to carry some funds over from the Ordinary High Watermark Study. That is being litigated.
There was a decision February 27, and the Fargo District Court found the statute to be
constitutional. We expect that to be appealed to the Supreme Court so we may have some
extra withess costs. The House budget reduced the cap on the plugging and site reclamation
fund from $100M to $50M thinking it makes it less of a target for litigation. Also, a project
that would increase the cap on the Oil and Gas Research Fund from $10M to $14M and fund
a project. The language is in section 17. The project is that flaring is an enormous problem
in ND. Every single day, we flare over 500M cubic feet of natural gas a day. One of the
innovative ideas that has come along is to temporarily store this natural gas in an
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underground formation called the Broom Creek. The Industrial Commission hired EERC to
look at the potential of this project. They have identified the potential. They have looked at
a three cycle project which could store this natural gas underground, recover it over about a
12-year time period when the infrastructure is available to process the gas and put it into the
market and do all that and roughly break even. That $2.96 number is roughly break even.
We think we need to provide some incentive to get a company to do a field demonstration
project to prove the EERC model. That’s what the $4M would do so we would spend two
years implementing this in the field, see if we can inject gas into the Broom Creek formation
and recover it. If we can incentivize one project, it’s going to turn around and bring back
$28M in additional production and extraction taxes. If this works on a statewide basis, you're
talking about a billion dollars of production extraction taxes. One hundred eleven billion cubic
feet of natural gas that’s stored and produced and processed instead of flared so we’re asking
for $4M to go to the EERC to work with an operator to do a gas storage project.

(1:06:13) Senator Mathern: In light of the magnitude of this problem, I'm surprised you’re
only asking for $4M.

Lynn Helms: We asked for $8M but the House gave us $4M, but I'd like to see us double
down on that.

Senator Mathern: Are there any partners in this — to finance some of this?

Lynn Helms: The Dept. of Energy is very interested in this. EERC would seek to couple
the $4M with the $4M from the Dept. of Energy but we do have two operators that are very
interested — Equinor (former Statoil) and XTO. Both have severe flaring problems and both
very interested in implementing this technology. | would like to see $8M and incentivize two
demonstration projects, but the House felt they could only fund a single project at $4M.

(1:07:30) Senator Mathern: What does this look like geologically? Is there a hole down
there, or a place in the sand or rock?

Lynn Helms: Slide 45 depicts this for you. A well would be drilled to the Broom Creek
formation. It's roughly a 300 foot fixed sandstone with about 25% porosity so 25% of the rock
is water filled space. The gas would be pumped into that water filled space and displace the
water. The water would then help push the gas back to the well bore during the production
cycle and bring the gas back to the surface. (Describing the slide). You can see the gas
pocket stays inside the spacing unit. It wouldn’t impact surrounding surface owners and pore
space owners. The computer models say that 70% of the gas that is put into the ground can
be recovered at a breakeven cost. The potential magnitude of this is enormous. It really
would get us through all of these buildout times when we lack the necessary infrastructure to
gather in natural gas. It would preserve that gas for the day that infrastructure is there and
then it would turn it around and monetize it. The royalty owners would benefit. The state
benefits. Flaring goes away. It's the most innovative idea to solve flaring that has come down
the pike. When we talked to Gov. Burgum about it, he said “Why don’t we offer a $10M X
prize for someone to solve this?” So we came up with the idea of an $8M request to
incentivize two projects. The House sent it over at $4M for one project.

Chairman Holmberg: The sub-committee will be Senator Sorvaag, Senator Holmberg and
Senator Mathern. He recessed the committee.
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A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
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Legislative Council: Adam Mathiak
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Chairman Holmberg called the committee to order on HB 1014 — Housing Finance Agency.

Jolene Kline, Executive Director, Housing Finance Authority, North Dakota Industrial
Commission

Housing Finance Authority testimony — Attached # 1. Review of the budget. Three requests
to keep the House Appropriation for section 4; fund the Housing Incentive Fund (HIF); and
to remove the essential service worker priority.

Affordable Housing Facts from the Senator’s districts — Attached # 2.

(14:50) Senator Sorvaag: SB 2271 took it from 25% to 15%, but you are advocating for 0%?

Jolene Kline: SB 2271 removed essential service worker totally. It removes the language.
Paused her testimony so that others could present.

(16:12) Jessica Thomasson, CEO, Lutheran Social Services of North Dakota
Testimony in support of HB 1014 - Attached # 3. Summarized Lutheran Social Services role
in providing housing in rural areas.

(19:14) Lorraine Davis, Founder & Executive Director, Native American Development
Center

Testimony in support of HB 1014 - Attached # 4. Talked about chronic homelessness, the
housing in Indian county, and how the Housing Incentive Fund will help.

(25:11) Senator Dever: The other day we heard from the Indian Affairs Commission — The
project you’re planning in Bismarck for low income Native American funding, your request for
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funding, you would categorize as support services, that did not make it into the DHS budget.
Could you make some comments on that and why it might be justified to be in this budget?

Lorraine Davis: What's unique about the Native American development center and how we
would deliver a permanent supportive housing model is that we would uniquely be able to
provide culturally responsive services. We have mental health issues, chronic addiction,
alcohol and drug issues. In order to get behind chronic homelessness and address it, is to
understand the people who are chronically homeless who are dealing with mental health
issues and addiction. It leads to the trauma that’s been impacted. So we’re experiencing
generation to generation; trauma. We learned what our parents learned and suffer
economically because of it. There is a lot to learn about consumer education alongside daily
access to permit supportive services, in the manner that is culturally responsive to native
Americans, for example, Sweat lodge services. On our land, where we would design permit
supportive housing complex. I'm proposing a family housing project; it would be 36 family
housing units. Our culture does live together and it's economically feasible to live together.
Other ways of supportive services are specific to our needs is our peer support program. It's
just having those who have the same lived experiences, that are uniquely presented on the
reservations. It's a different way of survival. Having Native Americans helping Native
Americans, is a good support; and they need that inspiration and this has been the model of
addressing this need. Bismarck-Mandan has the largest Native American urban population
in the state; this is a great place to start.

(29:50) Dan Madler, Chief Executive Officer, Beyond Shelter, Inc. (BSI), Lobbyist # 8
Testimony in support of HB 1014 - Attached # 5. Urged the committee to appropriate $20
million to HIF, because it is a working program.

(34:07) Miranda Villarreall Eagle Horse, Native American Development Center

No written testimony but in support of HB 1014.

From Standing Rock Indian Reservation. Left because of domestic violence, and lack of
services. Has been homeless for several years. With the help of the Native American Center,
she is in a place, able to participate in her culture. Helped by people like Lorraine Davis.

(37:00) Katie Jo Armbrust, Grand Forks Housing Authority
Testimony in support of HB 1014 - Attached # 6. Summarize the first HIF project,
Cherrywood Village.

(38:40) Senator Poolman: Eunice was my House mother, if you wanted millions of dollars,
all you have to do is bring her homemade monster cookies.

(39:05) Brent Ekstrom, Executive Director, Lewis & Clark Development Group
Testimony in support of HB 1014 — Attached # 7. Summarized what HIF funding has allowed
them to accomplish.

Carel Two-Eagles: | help the Church of the Helping Hand, we do some work with alternative
housing forms, but we stand in support of this bill. | was married to an elderly man out in
Standing Rock. We had a house, 1400 square feet, we had 22 people living in 1400 square
feet of house. Think of the logistics of food, wash, bathing, sleeping. Some of us couldn’t get
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jobs, you sleep in shifts. | hope this motivates you to support this bill. | appreciate any help
you can give.

The committee was recessed until the afternoon. The following testimony was submitted, but
not read.

Blake Crosby, Executive Director, North Dakota League of Cities — Supplied Attached
# 8, but did not present.

City of West Fargo Testimony — Submitted by Tim Fisk, City Administrator; Larry Weill,
Community Development Director; Matt Marshall, Economic Development Director —
Attached # 9.
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Committee Clerk: Alice Delzer / Marne Johnson

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; to amend
and reenact subdivision f of subsection 1 of section 57-51-15 of the North Dakota Century
Code, relating to the fund balance of the abandoned oil and gas well plugging and site
reclamation fund; to provide a contingent authorization; to provide for a transfer; and to
provide an exemption.

Minutes: 1.Testimony of Vance Taylor, Mill & Elevator

2.Testimony of DeAnn Ament, NDPFA

3.Testimony of Jason Bohrer, Lignite Research Council

4.Testimony of Andrea Pfennig, OHF

5.Testimony of Carmen Miller, Ducks Unlimited

6.0il & Gas research Program

7.Pipeline Authority/Annual Report/Appendix A,B,C,D,E

8.Renewable Energy Program

9.ND Transmission Authority/Annual Report

10.Bonding Included in Proposed Legislation as of
Crossover (Submitted by Chairman Holmberg)

Chairman Holmberg: Called the Committee back to order 1:45 pm in regards to HB 1014,
Industrial Commission. Addressed at this hearing was: Mill and Elevator, Housing Finance
with Jolene Kline (questions & answers), Public Finance Authority, Lignite Research, OHF
and Administration recap with comments by Karlene Fine RE: Oil & Gas Research, ND
Pipeline Authority, Renewable Energy Program and ND Transmission Authority. All
committee members were present except Senator Bekkedahl. Adam Mathiak, Legislative
Council and Becky J. Keller, OMB were also present.

(0:15) Vance Taylor, President and CEO, ND Mill & Elevator: Testified in favor of HB 1014
and submitted Attachment # 1; information about the Mill and Elevator and the budget
requests for the biennium. Thanks to you who visited our mill, we invite you to come and visit
us. Pointed out new features in the photo supplied on page 2; new storage bins and a new
rail line.

(9:05) Chairman Holmberg: This is where he gives a shout out to Senators Sorvaag, Hogue,
and Mathern for their leadership on overturning what the House demanded, which was to get
rid of gainsharing.
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(9:25) Vance Taylor: Thanks for the great support last session. He continued on page 6, the
graphs show that shipments have increased 146% while FTEs have increased 23%; and
increased efficiency up 90%. Page 7 shows the number of employees, Rule of 85 or 90, and
years of service and their average age of service being 12.3 years of service per employee.
Page 8 — shipments and operating costs which have increased from 6,000 hundredweights
(cwt’s) a year back in about 2000 to 16,000 cwt’s now, up 146% and operating costs have
increased as well, if you compare cost per hundredweight or the cost per unit over the almost
20 years here, our cost per hundredweight has only increased 37%, which is far less than
the inflation rate. Bushels Ground and Acres Required is self-explanatory. (13.30) Page 9 —
shows the Profits. Our profits over the last 9 years have equaled the profits from the previous
36 years. Our profits are close to or exceeding $1 million per month. Page 11 Markets &
Competion — shows the Economic Impact, the states where most of our flour is delivered is
dark blue. New York, Indiana, lllinois, and North Dakota being the highest delivery. We work
with UND Office of Work Force Development with our Strategic Plan 2019.

(18:35) Senator Grabinger: Before you get to the budget, we had a major employer near
us go out of business, that facility is sitting there, when they closed it up, some of the talk
was to use it for the state mill. It has huge storage capacities, was there any real
consideration at looking at that facility if it can be utilized in your plan?

Vance Taylor: We have not looked at that to be folded into what we do. The barley malting
process is completely different than flour processing. The equipment wouldn’t be able to be
used for flour production. There is nice storage, how that would fit in is something to consider.

Senator Grabinger: There is a huge aquifer under there, just to let you know.

(20:15) Vance Taylor: On page 12 is our Budget Request. We ask that you reinstate the
FTEs cut by the House. We have increased the volume of flour inventory carried, which also
requires more insurance expense. Four items, wages and benefits, utility expense, repair
and demurrage expense and insurance expense reflect the increase of $7,843,678. We
request that the General Fund transfer be set at 50% of remaining profits.

(29:15) Chairman Holmberg: If we do nothing your responsibility will be the 50%, because
that 75% was a one biennium requirement, and the House didn’t add it, so skip over that and
don’t remind us.

(29:43) Senator Hogue: The Bank of North Dakota gets weekly enquiries about other states
wanted to replicate the BND. Do you get similar inquiries from other states wanting to develop
a state mill or processing facility?

Vance Taylor: Not a lot. | have had a couple calls over the years from other states. The
most recent was from South Dakota. | haven’t had one for a number of years.

Chairman Holmberg: Anyone else wants to testify on this section of the bill? No one replied.
Let’s go back to Jolene Kline with Housing Finance.
There is a subcommittee assigned to this bill. We might have them meet next week.
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Senator Sorvaag: How do you prioritize? The demand is much more than what you are
getting.

Jolene Kline, Executive Director, Housing Financing: Our process is driven by our
constituents, who uses our programs out there. We will pick a public hearing date, we will
solicit public comments from our stakeholders, we develop an allocation plan, which identifies
where you focus, if the majority of people that participate in our hearing want us to focus on
rehab of existing, that will be the highest point potential. That application would rise to the
top. It's a competitive scoring process. Once that plan is developed with feedback, from our
stakeholders, it then goes through our agency’s advisory board, then approval by the
Industrial Commission. We then advertise and solicit applications. We would anticipate
holding our funding round the end of September to coincide with our federal funding rounds
for our low income housing tax credit and our housing trust fund, a lot of times the Housing
Incentive Fund is a gap filler for projects using those federal resources. It might identify four
areas where HIF really is needed; seniors, homeless, low income workforce, and rehab of
existing housing stock. We certainly won’t turn away $10 million, but the need is much
greater.

Senator Sorvaag: Geographically, there is big markets that could take it all, how do you
decide where the need is?

Jolene Kline: The current allocation plan required us to put 25% of the fund into developing
areas, it was worded in statute, we received $30 million in income Tax credits and then $10
million from the BND, it was worded that if that last $5 million chunk came in from the BND,
in statute we had to put those dollars into communities under 12,500 in population. If we
receive $10 million, the allocation plan would have us fund at least 3 projects, no project is
eligible to receive more than $3 million. It's the lesser of 30% of the total project costs or $3
million. Its points driven, theoretically you could have Grand Forks who would submit the
three highest scoring applications and there would be nothing that would prevent that from
happening.

Senator Mathern: In the manner of resources available to you, what is easiest for you, if we
give you $10 million in tax credits, or $10 million from the general fund; what is the
consequence to you? Can you do more under one kind that the other?

Jolene Kline: $10 million is $10 million, but from our perspective it is a lot easier to
administer $10 million cash in the bank on August 15t If it is $10 million in credits, we have
to go out and re-resurrect the interest in contributions into the program because you didn’t
give us any dollars in this biennium. There isn’t the list of contributors waiting to invest,
necessarily. Tax payers put money into the fund in return for the credit against their income
tax liability, they are going to put those dollars in on December 315t to offset their 2019 state
income tax liability, which means we don’t have any dollars in the bank to start development
this year. Theoretically we could have application in on September 30", we could fund them
by the end of October, they could get in the ground in November. While we would accept
anything we get, for expediency purposes, tax credits would be the least expedient method
of funding.
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(38:40) DeAnn Ament, Executive Director, Public Finance Authority: Testified in favor
of HB 1014 and provided Attachment # 2 which gives the responsibilities of her department
and the budget needs for her programs. She referred to Attachment # A —examples how
these programs have worked together.

(44:50) Jason Bohrer, Chairman of the Lignite Research Council Testified in favor of HB
1014 and provided Attachment # 3, asking for continued funding of the Lignite research,
Development and Marketing Program. This attachment provides a summary of the program
scope and funding, and highlights a number of the successful results from the ND
investments. Project Tundra was awarded money to perform an engineering study and
evaluate the commercial viability of CCUS at the Milton R. Young Station and also the
technology for application in future lignite-fired power plants using Allam Cycle technology.

(53:50) Andrea Pfennig, Deputy Executive Director, Outdoor Heritage Fund: Testified
in favor of HB 1014 and submitted Attachment # 4, which explains the background of the
Outdoor Heritage Fund (OHF) which was created in 2013 by the Legislature to provide
grants to state agencies, tribal governments, political subdivisions and nonprofit
organizations, with higher priority given to projects that enhance conservation practices in
the state with 4 Directives listed on page 1 of testimony.

Chairman Holmberg: The House made a change in the percentage. Is that reflected in this
blue chart, indicating that next biennium you will have $15 million available, or is the
House’s action a reduction on that number?

Andrea Pfennig: The way the legislation is written now, the fund would receive $40 million
per biennium, but the House decreased it to $15 million per biennium.

Chairman Holmberg: In there it talks about $7.5 million per year, they went from $40
million to $15 million.

Senator Robinson: When is your next round of grant awards? He was told May 15t

Senator Mathern: Could tree plantings along the highway be eligible for your funding?
Could we plant trees with this money or shelterbelts for highway wind and snow blocks?

Andrea Pfennig: Yes, tree planting is an eligible activity, it is being done, we do have a
couple of projects that are doing shelterbelts right now. They are not in conjunction with the
department of transportation; soil conservation districts. We are not partnering with the
Department of Transportation along the highways.

Senator Mathern: But this fund would be eligible, why aren’t you doing that?

Andrea Pfennig: We need an application.

V. Chairman Wanzek: The water bank program, do they get funding from you as well? He
was told yes.
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Chairman Holmberg: And there is no connection between the tree project that you have
and on our income tax we still have from the Centennial a check off on trees. He was told
no.

Carmen Miller, Director of Public Policy for Ducks Unlimited’ s Great Plains Region
in Bismarck: | am here to support section 16 of HB 1014, which increases the Outdoor
Heritage fund cap to $7.5M per fiscal year. She submitted Attachment # 5. The 6th page
is an article about Duck Unlimited and OHF collaboration, CCLIP, provides technical and
financial support for producers to integrate cover crops in their rotations. It is innovative,
there is no other fund that provides this type of support. We did the initial round of the
project for 11 counties in the Southeast, it was so popular, in the last grant round in
October we had another project approved for double the amount of funding in 38 counties.
It is an example of how the fund and grantees over the course of the past 5 years have
evolved and come a little closer together. Our biologist has been asking soll
conservationists and water boards asking, what types of things would you like to see from
this fund? What types of project are you interested in? This was tailored to with that in
mind. As a result, it also accepted by the funding board. We are seeing more and more of
that, where the board and the community are finding out what kinds of things they are
interested in collectively. This is the state’s only fund dedicated to the quality of life
infrastructure. As our state grows there is going to be increased need for outdoor
recreation, trails, parks, and wildlife habitats. This has been a successful 5-year
collaboration and an unprecedented partnership between conservation, agriculture,
recreation, landowners, sportsmen and women, and the energy industry.

(1:08:57) Karlene Fine, Executive Director, Industrial Commission: If you go back to
my testimony under administration, it concluded with talking about those programs we have
a continuing appropriation, the oil and gas research program, is funded from the oil and gas
production and oil extraction tax, up to $10 million per biennium. Lynn talked about our
desire to have some additional funding for that specific program of the underground gas
storage. See Attachment # 6-Oil and Gas Research. See Attachment # 7 - ND Pipeline
Authority with Annual Report, Director Justin Kringstad, that is funded through the oil and
gas research fund, we funded $325,000 for that program, for his compensation as well, as
the studies that we do. See Attachment # 8 — Renewable Energy Program comes from the
resources trust fund, at a level of $3 million per biennium. This is additional information
about the program. We have been doing work there with the ethanol area, it involves CO2
we are having these programs work together where we have some lignite interest as well
as with the renewable interest. See Attachment # 9, ND Transmission Authority with
Annual Report, Director John Weeda, that funding comes through the lignite research fund,
it is non matching dollars. We put a great deal of information on the website, if you are
looking for information about the OHF, every project is on the site, you can get the
summary reports. It was mentioned this morning, the director’s cut, if you want to follow the
most current information, every month Lynn Helms does a webinar, as well as his written
report. You can be kept current for what we have for a current number of wells, and his
insight about how he is looking at the oil and gas industry. | invite you to the Core library as
well as the mill and elevator and our fossil digs. That concludes my testimony.

Chairman Holmberg: Submitted Attachment # 10. BONDING INCLUDED IN
PROPOSED LEGISLATION AS OF CROSSOVER, which lists Senate Bills # 2214, 2268,
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2275 and 2297, related to the Industrial Commission and Public Finance Authority.
Legislative council had a question, about the amount of bonding that is going on. This was
a memo that the council gave us talking about bonding in proposed legislation. It does not
include the latest request from the Board of Higher Education for the UND to be able to
bond $80 million. This is as of now, what has been proposed, with $80 million that will be
presented. He stated that many of the Senators are interested in the bills that relate
directly to the Industrial Commission and funding that may be passed in other bills that
relate to the Industrial Commission.

Karlene Fine: Through the building authority, SB 2297 has the cap of the sales tax. The
$80 million is going to try to fit under the cap. Those are the only two with a cap the other
ones establish their own cap. | don’t want any confusion between what is in the statute
already and what is in each of these bills. To the extent that SB 2214, 2268, and 2275;
bonding would be done through the public finance authority.

Chairman Holmberg: We will close the hearing on HB 1014.
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4.Industrial Commission Staff List

Chairman Holmberg: called the Committee to order on HB 1014. Roll call was taken. All
committee members were present except Senator Bekkedahl. Adam Mathiak, Legislative
Council and Becky J. Keller, OMB were also present. The Subcommittee will be Senator
Sorvaag, Senator Holmberg and SenatoMathern. Testimony on these minutes includes:
Administrative Office, BND and public testimony.

Karlene Fine, Executive Director & Secretary for ND Industrial Commission: testified in
favor of HB 1014 and provided Attachment # 1, stating the duties and responsibilities of the
Industrial Commission. | am going to cover the administration portion of the Industrial
commission. (05.47) See Attachment # A — North Dakota Building Authority Debt Service,
which explains all the outstanding bond issues that is needed for the payment of the bonds.
The Senate has already approved SB 2297 that includes funding for four projects for a total
of $151.9M so that is well within the limitation that we have of $213.2M of projects. (07.12)

Chairman Holmberg: after these schedules if there is anyone from the public that want to
testify, they can do so while we are hearing the testimony from the Industrial Commission.

(08.58) Eric Hardmeyer, President of BND: testified in favor of HB 1014 and provided
Attachment # 2, which states the mission statement of BND and the responsibilities and
functions of the BND. One of the issues we have is retaining and recruiting our employees,
the reason is we cannot compete with the private sector concerning salaries and wages. Our
employees have not a salary increase for at least 3 years. That is a big issue for the BND.
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Our goal at the BND is to accomplish three things. 1. provide products and services to the
financial institutions in ND. 2. serve as a steward of the revenues that pass-through BND. 3.
most importantly is the mandate of our mission servicing economic development, agriculture
and industry. On page 4 is the chart showing the BND Net Income. (17.18) Page 5 of his
testimony shares over the last 2 biennium, BND’s earnings and capital were utilized to assist
the state with various programming needs, including the Infrastructure Revolving Loan Fund,
buy-down loan programs and support to the Housing Incentive fund administered by Housing
Finance Agency. The BND is required to provide another dividend or transfer to the general
funds in the amount of $140M. Additionally, there are several bills and a pending amendment
that will require another $37M coming from BND’s capital during the next biennium. The
BND can handle these transfers and still conduct business and produce earnings. As you
look at the capital and assets of the BND, on page 3, we have grown, we went from $4B in
2009 to $8B in 2015.

(21.43) Chairman Holmberg: | think we saw the data on Friday that 60 years ago the bank
and the mill together gave 13% of the entire revenue of the state. That came from those two
sources. Neither one of us were around, that was 60 years ago.

Senator Sorvaag: If we would end up with the 228, what’s out there, and lets say things go
bad, like we did a couple of biennium ago, is that pushing you? We are taking more regularly
out, obviously you have more, but are we pushing the line if 228, that might not exist at the
end. | know where you want to be and where you don’t want to end up.

Eric Hardmeyer: If you go back to page 3 and look at the capital, and you look at where we
are projecting to be, our benchmark is 10%, That’'s where think we need to be in terms of
capital. Today we are over that. We’re about 12.28%. Based on the size of the bank, if we
continue to be where we are at today, at about $7B in assets and a 10% capital rate would
mean we would need to have about $700M of capital, so we’re above and beyond that today.
Even calculating the future dividends, the future earnings, it’s likely that our capital will grow
incrementally. There’s still a lot of other things coming out of the bank, there’s infrastructure
money that continues to come out of the bank into the Infrastructure Revolving Loan Fund .
But at the end of the day, in a year or two, if there is some kind of catastrophe, there would
be the potential to do more from the bank’s capital. But | would also say, at the same time,
we are building up the Budget Stabilization Fund, the Legacy Fund is also $5 %2 B in assets,
so there’s levers and triggers to pull in addition to the BND. In a pinch BND could support
some more.

(24.40) Senator Dever: We are the envy of the states because we have our own bank. |
spoke with someone from Chicago, and they had no concept on the role of the BND. Is there
a way we could educate people regarding this? There is no excuse for people not to
understand that.

Eric Hardmeyer: | engage in that every day. | get several calls from different states
regarding the BND and whether | would advocate that for other states. | will not go to any
state and advocate this model because | believe it is not in the state’s interest to do so. | will
give this advice to those who call if they want to start a state bank: #1. Staff it with bankers.
#2. Know what it is that you want to accomplish as a state owned bank. There are many
different ways it will work. We use 80 banks as our partners. That has worked well for us.
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Senator Dever: What | say to them, if we did not already have the bank, we wouldn’t create
it now.

(29.03) Eric Hardmeyer: the one issue | had in New Jersey, at the end of the day they said
they really can’t buy into this concept of a state owned bank. They have too much corruption.
| was asked how do you do handle that in your state? | told them: # 1. It's a small state,
everyone knows everybody, and # 2. more importantly our transparency is so that people
have access to the BND and what we are doing. | have never felt any political pressure on
what to do. | think we all understand the BND and how it works, and because of that we
perform well. (31.14) Mr. Hardmeyer continued with his testimony on page 6- the
Appropriation. There are just two line items, Operations and Capital Assets. On page 7 —
explains the operating expenses, includes salaries and benefits, data processing, training
and development, supplies, postage, etc., contingency for compliance testing, hedge
consulting and enterprise risk management. On capital Assets, section 6 in the bill — transfer
from BND to the General Fund for the 2019-21 biennium in the amount of $140,000,000.00.
Pages 8-11 Section 8-11 regarding the transfer to BND Economic Development Buy Down
Programs. Section 12 — Transfer from BND to the ND Development Fund Inc., Itis our desire
to get out of the venture capital business and to just put those funds with the Development
Fund at this point. For us, having venture capital on our books is a challenge for accounting
purposes. there’s a lot of different things that you have to do with OTTI, a number of other
issues that banks don’t normally have to deal with, but we do because of our venture capital
portfolio. In the business of trying to make government more efficient, we think this is a better
way of doing it. You have one center of excellence doing venture capital and so you don’t
have two entities doing it. It is our desire to take the $15M that we have on balance sheet,
take that authorization, and transfer that to the Development Fund. As you add all of these
up, along with the $140M there’s your additional $51M taken to $191M, all these programs
plus the venture capital transfer.

(37.38) V. Chairman Krebsbach: When you are going to transfer that Venture Capital of
$15M, is the bank still going to be involved with the process.?

Eric Hardmeyer: As we look at the BND in financing of Economic Development, we have
spent the last 3 or 4 years really looking at the equal system for business starting. Yes, it is
our intent to work closely with the development fund. | don’t think the two are mutually
exclusive in terms of working together. | think it is imperative to work closely with the
development fund. With their need to provide equity, our need to provide debt instruments
as we take the state forward. Actually, it's our hope that in the next month or two the
Development Fund will physically co-locate at the BND. They are with the Department of
Commerce today, its our hope that they move to the BND. A lot of you have been there. You
realize that we have the entrepreneurial Center there, we have SBA there, SBDC there, and
also SCORE is there. if we could bring the Development Fund over to the BND we have the
beginnings of a one-stop capital center. It's imperative that we work closely together as we
work financially for the state. On page 9-11- is a summary of economic development
programs.

(40.26) Senator Grabinger: This goes back to your employees, when you mentioned that
they didn’t get salary increases the past biennium and so forth, | noticed that the BND gives
out bonuses through our bonus program at a higher rate than almost all of our other
departments. Are you utilizing that program to subsidize the salaries for your employees or
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do you have that many people that have just done some outstanding things?

(41.04) Eric Hardmeyer: We have utilized that program to the absolute extent we can by
law since it's been allowed. We can do up to 25% of our employees get a performance
bonus. And we have every year, maximized that. Yes, it is because of the good work that
they do. this doesn’t really substitute for salary increase. This is looking at performance.
When you look at the BND performance, | skipped over our efficiency ratio, we are beyond
any other bank in terms of how efficient we are in assets per employees. We are asking a
lot from our employees and feel this is one thing that we can do to reward performance.
This isn’t a substitute for salary increase, this is because we have that many employees
doing a great job.

Senator Mathern: You talk about the co-location of some of these programs, is there any
consideration yet of another building to address all of those. is that still in your planning
phase, or is that all gone?

(42.43) Eric Hardmeyer: | think you are talking about the Financial Center which was
approved in 2015. It was put on hold because the optics of the state going through a down
term. That authorization exists today. Where we left it last session was that we would not do
anything until 2019. We did all the architectural plans. We had a manager at risk hired. We
were within about 30 to 40 days to breaking ground when it came to a halt. We continue to
believe that its still a good and smart move for the state and hope we can go forward with
that at some point.

V. Chairman Wanzek: the other $37M in other bills, can you elaborate on them?

Eric Hardmeyer: There is at least $15M for Workforce Development that are in two different
bills. We think that will be reduced down to 5to 10. There is another 15M that is going for
deferred maintenance for Higher Ed buildings. | think that is in Higher Ed’s appropriation. so
between those two, there is $30M there. There is $3M coming out of the BND for Research
Development, which would be Mike Nathe’s bill, HB 1333. Some of this may change, as
things progress over the second part of the session, but there’s the maijority of it. And then
there is $4M for APUC that is going to be introduced as an amendment.

V. Chairman Wanzek: The Beginning Farmer Program is $6M. There’s that $900,000 that’s
in the PSC for rail rate cases. Does that include that $900,0007?

Eric Hardmeyer: The beginning Farmer Revolving Loan Fund has been around since the
late 80s. Within that fund is cash that is independent of the buy-down that is appropriated to
us. So there’s loans that have been funded, and repayment of those loans, so there’s cash
in there that would be used for that rail case independent of the buy-down dollars.

Chairman Holmberg: Senator Nathe’s bill is being heard this week in the Senate. And SB
2282 is the companion, in the same turf area and that’s in the House also. Deferred
maintenance, that $15M is in Higher Ed and that's a new concept.

(46.01) Eric Hardmeyer: In addition to those moneys coming out of BND’s capital, there is
a number of other programs that require the BND to provide loans to various state agencies
for different things. There’s $120M for state radio, there is $75M for the water commission,
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there is another $25M for the reinsurance in addition to the capital withdrawals, there is
another $200M+ required of BND to make loans to various state agencies for different
things that you are working on here at the legislature.

(47.50) Mason Sisk, Economic Development Association of ND (EDAND): on behalf of
Connie Ova, Vice president of Jamestown-Stutsman County Development Corporation and
past president of EDAND. testified in favor of HB 1014 and provided Attachment # 3, which
is a written statement urging the committee to support HB 1014 including the Flex PACE,
consolidation of the venture capital fund with the North Dakota Development fund and the
support of the ND Housing Finance Agency.

Chairman Holmberg: Anyone else want to speak on the BND? The next item we will hear
from will be the Department of Mineral Resources. the committee took a recess at this time.



2019 SENATE STANDING COMMITTEE MINUTES

Appropriations Committee
Harvest Room, State Capitol

HB 1014
3/21/2019
JOB # 34148

Subcommittee
O Conference Committee

Committee Clerk: Alice Delzer/Amy Crane

Explanation or reason for introduction of bill/resolution:

A Subcommittee hearing for the industrial commission

Minutes: 1.BND 2019 Legislation Impacting Capital, Loan
Programs, Sate Agency Borrowing Authority
2. Amendment Engrossed HB 1014

Senator Sorvaag: called the Subcommittee hearing together in the Harvest Room at 4:30
pm for the industrial commission. All subcommittee members were present: Senator
Sorvaag, Chair.,, Senator Holmberg and Senator Mathern. Chris Kadrmas, Legislative
Council and Becky J. Keller, OMB were also present.

Senator Sorvaag: Today we are going to start with two parts. start with Mill and Elevator,
and then we’ll go to the Bank of North Dakota (BND). The Mill & Elevator requested 4 FTE'’s
executive put in all 4 and the House took two. Explain the positions again, quickly.

Karlene Fine, Industrial Commission:  Out of the 4, 2 are in the food safety, the
requirements for food safety are always increasing. There have been more requiring
inspections of people coming in, they have a lot more paperwork. So they needed the two
positions for food safety to keep up with all that, make sure the plant doesn’t have any recalls,
that sort of thing. Then the other two, are the utility workers, they are the folks that are out in
the plant that are actually doing the cleaning of the operations. They're the ones that are
working with the rail cars, they’re sweeping the plant, the ones doing all that kind of work and
so because of the plant’s increase in size, they need to have two utility workers. On the
House side they gave us one of the food safety, and they gave us one of the utility workers
and we would request we get the other food safety person and the other utility worker.

Senator Sorvaag: Vance didn’t choose the two, they chose the two? That was confirmed.

Senator Sorvaag: And if Mel was going to choose the two, would they choose the same
two?

Karlene Fine: They would probably choose the food safety.
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Senator Sorvaag: Or if we went to three, they would take two for food safety and one for the
utilities. Obviously we know what they’d take with four but that would be their preference?

Karlene Fine: That would be their preference, yes.

Senator Sorvaag: | looked through the mill’'s budget, and unless something changes from
here, they left in-share loan, where it fed back to 50% because that was just defaulted back
to 50% after the biennium, so there’s no action to that of the profits. And are there any other
concerns that the mill had? He was told no, not at this time.

Senator Sorvaag: As far as | am concerned there is no issue except the employees.

Senator Mathern: In light of their excellent management and the return, we should listen to
the manager and keep the employees in.

Senator Sorvaag: Well we'll keep them because we won’t make any budgets. This whole
budget has got a long way. But | think we should get at least three or four.
There is nothing to discuss, the mill and the executive wanted 4 employees, the House
reduced it to 2, and whether we should do 2, 3, or 4. And if they keep two they want to switch
to the food safety.

Karlene Fine: If we’re limited to two, we would prefer food safety but we really need four. |
presume they split them because they are higher paid.

Senator Sorvaag: That one will be pretty done except for the employees.
Senator Holmberg: You'’re safe as long as we're here.

Senator Sorvaag: We’re going switch to the bank. | had about 6 items. | think | gave most
of them to the bank already. Where would you want to start?

Eric Hardemeyer, BND: The first question you had was the capital coming out of the bank.
| have a spreadsheet. Attachment # 1. Bank of ND — 2019 Legislation impacting Capital,
Loan Programs, State Agency, Borrowing Authority which lists and describes the bills
that impact the BND.

Senator Sorvaag: | met with the bank people, Eric and Kalvin, because the bill is HB 1333
which now only has $3M. And | was wondering how much they were comfortable going in.
There really has been no legislative action on that $15M. That was the amount that you guys
expressed if we decide to increase it, that you'd be comfortable going to. So that is where
the 15 is coming from.

Eric Hardemeyer: Continues testimony, refer to attachment #1.
Senator Sorvaag: What do you anticipate you will be earning during the biennium?

Eric Hardemeyer: We might be earning at least $300M, for $150M each in the next two
years. That might be slightly conservative. We may be earning upwards of $320M.
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Senator Sorvaag: What do you have now $7 or $8M?

Eric Hardemeyer: That's in capital. Today, where this is being drawn from we have
somewhere around $850M.

Senator Sorvaag: You still would go up if your predictions are correct? That was confirmed.
Eric Hardemeyer: Continued reading his testimony from Attachment # 1.

Senator Sorvaag: Are they locking into interest rates on those? Are you going be able to
charge what you do normally? Are you subsidizing out any of those?

(0.12. 36) Eric Hardemeyer: What we’re offering is the rate that is consistent with all state
agency debt, including the Adjutant General, it's the same rate. It's 150 over LIBOR (London
Interbank Offered Rate). | wouldn’t categorize it as a subsidized rate.

Senator Sorvaag: No but we do make you do things. You'd be able to do what you do with
everyone else?

Eric Hardemeyer: Continues to go through chart on attachment. As you go down this section
here there are bills that would require BND to provide services in terms of administering
programs. SB 2008, that $900,000 has been there since 2003, it’'s just a potential fund for
rail case. SB 2214 is the School Construction bill. | think you al know that there is a debate
about what happens there. The Senate has this bonding proposal, which would bond using
Foundation Aid to pay the bonds back and it would raise $250M, which goes into the School
Construction Revolving Loan Fund. The House has hog-housed that and said no, you’re
going to get a one-time capitalization, $75M, that will come from the Foundation Aid
Stabilization Fund. That, obviously, will need to be ironed out.

Senator Holmberg: | had also HB 1171, there’s 1171, and you have 2039 together. But
isn’t that 157

Eric Hardemeyer: No that was 10. What happened was HB1171 was reduced down to
$5M, SB 2039 stayed at $10M. We think that it is going to be brought back up even, the bills
will be merged into one and its going to be $10M. We knew that only one was going to
survive, so this is a little bit more transparent.

Senator Holmberg: That answers the questions.

(0.16.06) Eric Hardemeyer: As | continue down on Attachment # 1, SB 2275 is the bonding
bill for infrastructure that would take $55M. | think at the original point it was anticipated
coming from legacy earnings that would pay bonds back. Bonds would be issued in the
amount up to $500M. The proceeds of the buy-ons would be put into the Infrastructure
Revolving Loan Fund, of which today, | am sure you are aware is $150M in that infrastructure
fund which is administered by BND. And that $150M is completely committed.

Senator Sorvaag: That just got a do not pass by House appropriation. That was confirmed.
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Eric Hardemeyer: SB 2276 is a bill that really provides legislative intent to use the Legacy
fixed asset allocation and buy CDs at the BND rather than US Treasuries, or transit bonds,
and we fund, use that CD to fund our match program with. We’ve been doing that since 1993
with SIB (A firm specializing in fixed, monthly cost reductions). In 2016, the funding of that
was transferred to the Legacy Fund from the Budget Stabilization Fund because Budget
Stabilization was funded. So this just provides legislative intent to do that and adds another
component to it, which is to fund community infrastructure. Finally, SB 2296 takes money
from the SIIF fund and puts $50M into a reserve fund that can be used to guarantee loans
for energy and that has been approved through both Houses and done. | think one of the
things you wanted to discuss that could impact BND.

(0.18.34) Senator Sorvaag: Now some of this is going to pass, some of it may not. But you
have no problems with them. That was confirmed. Of the other things I've asked, we can
pick whichever one or two you want.

Eric Hardemeyer: See attachment #2, Amendment Engrossed HB 1014. The Senate
Majority leader asked us to consider this, as you know there was a bill on the House side
that allowed for a hedging task force and hedging action to hedge the oil revenue. That was
defeated by one vote. It came out with a significant fiscal note, $95M or so and that was then
amended down to $100,000 to form a task force which included folks from the bank, some
from the legislature, some from the petroleum council and other areas that had expertise,
with the idea that perhaps we would do a small hedge to get an understanding of how it would
work. As | said, it was killed by one vote in the House. Senator Wardner talked to us, even
unknown that that happened in the House. He thought this would be an interesting thing for
us to look at, so we volunteered to conduct the study, we would pay for it. We’d probably
have to do some consulting work but that we would provide a study that would be shown to
legislative management and could be used during the 2021 legislative session to think about
if you wanted to hedge some of the oil revenue, whichever part of it you wanted.

Senator Sorvaag: And you were talking about using $50,000 out of your bank money?

Eric Hardemeyer: Yes, somewhere in there. And as you know, within our budget is a line
item called contingency which has a $4M balance there and certainly we could absorb it with
that.

Senator Sorvaag: We talked about this during interim. There is some law that allows it but
they’re unworkable and we didn’t go any farther but we did discuss this. There was a lot of
cold feet but | think this idea, this is just a little tiny pilot to see if it is actually. Because the
only place we could figure out is Mexico and they do good doing it.

Eric Hardemeyer: That is our understanding too. This doesn’t do a hedge, it’s just a study.
Our CFO and | talked about it. We engaged a consultant on behalf of the bank to do some
interest rate swaps, they’re the same consultant firm that is experienced in oil hedging, and
we've talked to them about it. And they might be a good source to go to. As we talked with
them the only country that is good with it is Mexico. So that’s the amendment that we would
offer. You had requested to look at the growth of the administered programs that we’re doing.
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Senator Sorvaag: We'll wait with that. In a discussion we had, there is a gain share bonus
for the mill that they run as a business. You run as a business most of the time, unless we
ask you otherwise. You are always restricted, by what we do for salaries and wages. What
I’m thinking about, is doing a study of your compensation this interim and whether you should
be allowed a bonus system or a gain share system or something of that nature. Would you
look for something like that or want something like that?

Eric Hardemeyer: In all honesty I'd probably rather leave it alone. We did talk to the Industrial
Commission about putting together some ideas about this. They did not want to at the time
harm what is going on with the Mill and Elevator by having conflicting types of things. | will
tell you that we are doing a study on salaries to begin with. Our assessment is that no surprise
to anybody we are trailing the market by a significant way in a lot of different positions at the
bank. And of course, an important tool we don’t have is a bonus program. We think at this
point, our strategy would be to really look at market salaries first of all, and figure out how we
can get closer to that, and then we can work with the Industrial Commission on a gain share
complete copy if that works.

Senator Sorvaag: | think it is something you should look it. Because you are both businesses
and the rest of our government aren’t businesses and it’s a fine line. You are a little less clear
cut but you are still a business we want you to make profit because we are finding lots of
uses for it. We will get to the other things. There is a lot of stuff on hold here.

Eric Hardemeyer: The only thing on your list we didn’t get to was the growth of administered
programs that we’re doing on behalf of the state and then anything else.

Senator Sorvaag: | want Senator Homberg here when we have that discussion. We will
adjourn for today.
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Senator Sorvaag called the sub-committee to order on HB 1014. Senator Holmberg and
Senator Mathern were also present.

Karlene Fine, Executive Director, North Dakota Industrial Commission:
Introduced Jonathan Fortner. We have a vital amendment we’d like to get passed this
committee today.

Jonathan Fortner, Director of Government Relations, Lignite Energy Council
Leqislative Intent — Lignite Litigation — Attached # 1.

Our association lobbies in both Minnesota and North Dakota for the lignite industry. As
session has been going forward in Minnesota, there has been a number of harmful energy
policies that have been proposed that would greatly impact our industry. One of them is 100%
carbon free by 2050. That is currently in the house energy committee in MN and will be voted
on tomorrow. There seems to be a lot of support for that - Governor Walls is supportive of
that which would greatly impact our ability to work across the state boundary with them in the
future. What we have been working on is we have looked back, in reference to the next
generation energy act back in 2007, which I’'m sure you’re aware of the lawsuit that both the
Lignite Energy Council and State of North Dakota entered into with the state of Minnesota
that went on for a number of years. At the end of that, both the district court and an appellate
court both ruled in favor of North Dakota that they had violate interstate commerce laws. So
based off of that, what we are now proposing is to use the same strategies that we used
before. Back in 2007, Senator Wardner proposed an amendment (Attached #1) that created
legislative intent for lignite litigation. What this amendment would do is basically there is
already an allocation in HB 1014 section 20 that authorizes $4.5M for a variety of uses within
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the lignite research fund. That fund was used to fund the litigation previously for that law suit.
This would set a floor that $500,000 of that $4.5 could be used in a lawsuit, using that fund
and then would also, when MN pays the remaining balance which last was $740,000, that
would go in to the Lignite Research fund, that we would authorize the use of that money to
be used for a possible future lawsuit.

Senator Holmberg: You’re not considering because we put $2.5M in OMB budget, that you
would double dip? Go here first and utilize this money rather than going to OMB and trying
to get out of the $2.5?

Jonathan Fortner: | believe that that is accurate. Last time, | believe that all of our funds
either came from our member sources or out of Lignite Research fund to fund the last law
suit.

Senator Sorvaag: You're looking for this subcommittee to move with this intent, and then
you’re going to take that action we’d do, in Minnesota?

Jonathan Fortner: | believe that is correct.

Senator Mathern: Is your strategy right? If the lawsuit was won but now you're dealing with
a public policy question in MN that is even more demanding? I'm just wondering if your
strategy is actually successful. It seems like it backfired.

Jonathan Fortner: This is the strategy we used last time. There was a lot of legal opinion
that said that North Dakota and Lignite Energy Council as a plaintiff would not win. There
was a lot of analysis done but through that process we were proven victorious.

Senator Mathern: | have no question that we won the lawsuit and were found right, but are
we winning the battle but losing the war by the entire legislature and the governor now
promoting a policy that might essentially eliminate the use of coal?

Jonathan Fortner: Just for clarification, the governor has signaled that he is supportive.
Leaders in the House which is controlled by the democratic party are supportive, the Senate
is not and they are controlled by the republican party. Myself and other lobbyists are pushing
every day to try and work with them to make this bill better for our industry so that is our
intention to continue to do that through the end of session. This is our backup. So | don’t
believe that it is a done deal by any stretch at this point.

Senator Sorvaag: But you’re putting the backup out — even though nothing is a done deal.

Jonathan Fortner: MN has an every year legislative session for about six months. So this
year is their budget year and next year will be their policy year, in their two-year biennium
cycle. So as we meet one year in the biennium, we’re just trying to get that out far enough
so that even if we’re able to survive this session in Minnesota, we don’t know what comes
next session. So this is just trying to put that marker out there until we're able to come back
if need be in 2021.

Senator Sorvaag: Any wishes of the committee?
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Senator Holmberg: | move this amendment — as long as we have on the record that it
wouldn’t be where they would go to money in the OMB budget. On the record they have
indicated they wouldn’t double dip.

Senator Sorvaag: Seconded the motion.

Senator Sorvaag: yes

Senator Holmberg: yes

Senator Mathern: No

A Roll Call Vote Was Taken: 2 yeas, 1 nays, 0 absent.
Motion carries.

Senator Sorvaag: He explained to students that came in that the hearing was on the budget
for the industrial commission, the department of mineral resources. That is what is being
submitted. This is more informal than a normal hearing because it’s just a subcommittee.

Lynn Helms, Director, Department of Mineral Resources:

Handed out 2019-21 Costs to Continue for Contingent Positions — Attached # 2.

Went over the attachment. Asking them to amend their line item to add $108,240, this money
will be used primarily for the pickup trucks and cell phones that each of these field inspectors
use. That is there office basically. They spend five days a week in their trucks inspecting
wells.

We have no additions but given additional information.

Senator Sorvaag: Are these temporary or permanent?

Lynn Helms: These are permanent positions. They were approved by the budget section in
December. We just need to be sure they have the operating money to continue to do their
jobs.

Continued with page 2 attachment 1.

Senator Sorvaag: This is not a negotiated amount. These are all things they’re going to
charge you?

Lynn Helms: It's not negotiable.
Senator Sorvaag: These are all things the house either didn’t discuss or didn’t approve?
Lynn Helms: Correct.

Continued on page 3 — the Senate decided to pool all of OMB’s budget. We're working with
OMB to be sure that the department of mineral resources and the industrial commission is
identified as one of the agencies. We're fine with that. we just want to make sure there is
adequate funding in there. We've provided you a history of the 7 litigation processes that
we’ve been involved in. The only one that has ended is the one on oil field waste. And we
have a new one. We’re asking not only to be identified in that fund, but add another $550,000
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to that fund. Last week, we found out that the state of Washington is attempting to impose
a vapor pressure limit on crude oil from North Dakota arriving to Washington by rail. And so
| flew out there to testify against the bill. We had a serious impact, but because the legislation
is sponsored by their senate majority leader, something is likely to pass. We are committed
to litigate it as an interstate commerce interference and in order to do that we looked at what
the possibly would look like in terms of legal costs. We believe it's going to be similar to the
BLN venting and flaring, so if you look at the last of the three pages you can see it at the
bottom. It's the potential litigation with the state of Washington over SB 5579. The BLM
venting and flaring rule was litigated in two different districts. The west coast states filed in
the northern district of CA. ND filed in Wyoming because they are more sympathetic to how
we do things east of the Rockies. So we had to litigate in two different districts and it will
eventually be consolidated and could end up being appealed. We believe that over the next
two years, a similar situation could develop with this Washington legislation. Its extremely
important to the state of ND. About 200,000 barrels of crude oil a day is exported into
northwestern Washington by rail, so that is a significant amount of crude oil that would be
impacted and it would impact the bottom line for production and extraction taxes for the state
of North Dakota. This oil would have to find a different home and would probably be heavily
discounted in doing that. It would impact the state of Washington even more. There’s a
federal preemption which we’ve recognized in North Dakota law and regulation that
Washington is ignoring. So the litigation would probably be over interstate commerce and the
federal preemption of them imposing this rule.

Senator Sorvaag: Anymore of a case made to the House about OMB and the litigation pool?

Lynn Helms: We discussed let litigation pool with House and let them know we were in favor
of what you had done, placing it in a pool. We're not entirely satisfied with the way its written
into the OMB budget or with the amount. But they recognized that the $1.5M dollars that we
had in our line item should come out and go into that litigation pool. | think there is agreement
between the Senate and House on using the litigation pool, it's just the naming of the
agencies and the amount. We want to make it clear in this budget so when everything is
reconciled, there should be $2M in that pool available to the industrial commission to continue
the six pieces of litigation that are ongoing and to add the potential new litigation with the
state of Washington.

Institutional Knowledge (page 7-8 of attached # 1) we provided you with examples of what
we’re attempting to capture with the $271,000 temp salary request that we had on page 46
and 55 of this handout. If you'll recall, | identified that I've got four senior highly experienced
field staff who have qualified for the rule of 85 who are planning to retire by or near the end
of this biennium. They combined have almost 150 years of experience and they've seen a
lot of things over this time. We want to put $271,000 in our temp salary line so that we could
hire these individuals in a half time basis for 11 months to put together a searchable
document, like an encyclopedia, of the types of things that we’ve identified for you on this
two sided sheet of paper. We want to do this so the new younger inspectors have this
available and know that when they go out on a mechanical integrity test, there are some
things they should watch for. Especially in areas where there are high H2S or pressure
problems things like that. The request was to add $271,000 to the temporary line item so that
we could hire these four people half time, no benefits for 11 months to put together this 150-
year experience document.
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Senator Sorvaag: The intent is put the document or are they actually going to work hands
on with their replacements too?

Lynn Helms: They will do some mentoring and training because we are adding field
inspectors during this time period but the primary intent is for them to go back through all of
their old field books and their memories and create a searchable encyclopedia of things to
look for in the field inspection area.

Senator Sorvaag: That isn’t documented now?

(23:51) Lynn Helms: Some of it since 2003 is in our field notes database, but everything
from the beginning of the department in 1981 through 2003 is in green notebooks. So they
all have their notebooks from that roughly 22-year period, but it's never been translated into
any kind of searchable electronic format where the young people could get at it. And as you
know, our young people are good at google searches and finding this information but we
have to have it in some sort of database for them to do that.

Senator Sorvaag: young people keep notes electronically now?

Lynn Helms: They do. All the notes are kept electronically now in a searchable database.
But this date from these 22 years will be lost when these guys go out the door. So we think
its very cost effective, for less than $350,000, they can capture 150 years of field experience.

Senator Sorvaag: Are they retired now?
Lynn Helms: They will begin retiring the end of April and by July they will all be gone.

(Page 9-10 of Attached #1) This is just a little bit more documentation on the contingency
field positions. And we were asking that you add two more positions at a cost of $145,000. If
the current rate of growth in well count and rigs continues, we’ll never trigger these positions.
But should industry decide to complete the 800 some non-completed wells, and should the
rig count increase, due to an oil price increase, then we'll be short 2 people. The sheet shows
they will be triggered in January 2021, so you all will be back here by the time they would be
triggered. But we would like to have the funding in our salary and operating budget to be able
to hire those people money in January 2021.

Senator Sorvaag: What rig counts would trigger that?

Lynn Helms: It's not a rig count, it's a well number, so if rig count increases to 75, we’'ll
reach 22,500 wells in January of 2021. And it's a well count because we’ve learned that
companies leave wells uncompleted and all sorts of things happen with that inventory. So rig
count isn’t the best marker for us measuring our workload. Well count is and so it's a 22,5000
well count.

Senator Sorvaag: So any of these models that you gave in your testimony?

Lynn Helms: It does pertain to the last model which is on page 53.
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(28:40) There is one last thing, Bakken Produced Gas Storage Pilot (Page 11 of Attached
#1) If you recall when we testified, you’ll find that on pages 44-45. This is the first potential
game changer in the flaring world that we’'ve been able to identify. We proposed to the House
that they fund through the oil and gas research council two demonstration projects. The
House felt they could only afford one at $4M which would pay roughly half the cost of the
demonstration project. One fourth would come from the department of energy, one fourth
from the oil and gas research council, and half from the industry partner. We're asking you
to add in $4M to bring that to $8M so that we could do two demonstration projects. The
potential is incredible. Each demonstration project will pay back seven times the state
investment. And if the whole concept of produced gas storage works, we're looking at the
savings of $111B cubic feet of natural gas and well over $1B in extraction and production tax
that the state will benefit from this.

Senator Sorvaag: So this is ready to go forward if the money is allocated?

Lynn Helm: Itis — | had a conversation with the EERC (Energy & Environmental Research
Center), they are already in discussion with one potential partner and were wanting to know
how confident we are of the $4M and | told them we have a lot of confidence in that and we
were going to be asking for another $4M. | think they already have a partner for the first $4M
and a couple of interested parties for the second $4M.

Senator Sorvaag: adjourned.
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Senator Sorvaag: Called the Subcommittee meeting to order.
Senator Holmberg and Senator Mathern were also present.
Adam Mathiak, Legislative Council and Becky Deichert, OMB were also present.

Senator Sorvaag: Last time we met we got side railed with something different. We did not
have a lot of time for the Department of Mineral Resources. We are going to start with that
today. Later we will visit with the Housing Finance Agency budget.

To get started, Lynn said some things have changed since he was last in front of us, just a
few days ago, on a couple items. We will address those first.

Lynn Helms, Director of Department of Mineral Resources (DMR)

Submitted Attachment #1.

Yes. There are a couple of items that have changed since we were together last. The first
one would be a new request to add section 21 to HB 1014. What has occurred, is that SB
2037 has passed the House with amendments. We are not sure if it is going to go to
conference committee or not.

One of the things in that bill is on page 13 where it creates a high level radioactive waste
fund. On page 14, it lays out a council which is to meet and develop administrative rules for
the disposal exploration development of high level radio-active waste. They anticipate
meeting half a dozen times during the biennium. The expected cost, travel, and other
expenses are required to be reimbursed. It is anticipated that that will cost around $20,000.
There is no money in the fund.

The ask would be for an appropriation as we have written it up there to put $20,000 in the
high level radio-active waste fund so it can reimburse the council members. Most of them are
legislators. There are three Governor appointees and 4 legislators. They are going to have
to meet at least half a dozen times during the biennium. There is a need for some funding.
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We modeled this after what was done in the year 2011 with the carbon storage management
fund. In that case, we hired an FTE to work on EPA primacy. In this case, we would be paying
the travel and expenses for this council.

Senator Mathern: | am wondering, did the department support SB 2037 and did you raise
the cost issue in the House when they passed it?

(0.3.46)Lynn Helms: The answer is yes to both. We did support SB 2037. It was studied
during the prior interim. The legislation was introduced. We supported the bill in both the
Senate and the House. We did do a fiscal note with this expense on it. We weren’t informed
that if money wasn’t put in this fund, it would come out of our operating budget. The industrial
commission will have to cover the expenses if the money is not put in the fund. We did raise
both issues as the bill moved through the House. It passed with no money.

Senator Holmberg: You presented a fiscal note on the 19™ for $19,600 and change. So the
House had that as part of their discussions. The question we have is, should we put in the
money or make them eat it? They did provide the information that the House had. It says it
isn’t in the budget. But they passed the concept. Both bodies have done that.

Senator Sorvaag: We will set that aside for now but it will be part of our discussion.

(0.05.22) Lynn Helms: That is the new item. The other new item has to do with the litigation
funding. We discussed that last time we were here. We talked about the importance of
designating the industrial commission as one of the parties that would have access to that
litigation pool that you placed in OMB’s budget. We also asked that the pool be increased by
$550,000.

The reason is what is happening in the state of Washington. | have an update for you on that.
Yesterday, the House Environment and Energy Committee in the state of Washington gave
a strong do pass to an amended SB 5579. That says that whenever the volume of crude oil
arriving by rail from North Dakota increase 5% above the 2018 volumes, it will trigger a clock
and two years later, all crude oil arriving from ND has to have a vapor pressure of 9 PSI or
less. That is what they passed.

The two-year delay, on its face, is intended to allow for ND to build their infrastructure to
devalue its crude oil. | will just say it the way it is. As we talked last time, that is not going to
happen. | had conversations with Attorney General’s Office last night. The way the language
in their amendment is structured is a clear restriction on volumes of crude oil being imported
by rail from North Dakota. He says it should be an easy inner state commerce case but we
will have to litigate it.

It is anticipated that the House will pass it. We have heard from the Senate Majority leader
out there who is the sponsor of the bill, that the Senate will concur and their Governor is
running for President and has already indicated that he will sign. So, here we are. They meet
for 105 days this year. In about another month, sometime in the next 30 - 60 days we will be
filing a law suit in the tenth circuit. We anticipate there will be a counter suit filed in the 9™
circuit because that is friendly to the west coast. Like the BLM venting and flaring rule, we
will have to litigate it in two federal circuit courts and get it brought together so we can work
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on it from there. We used the BLM venting and flaring rule as a model for the anticipated cost
over the next two years.

Senator Sorvaag: This would maybe be a question to Senator Holmberg but, would this be
debated in your OMB budget for the litigation?

Senator Holmberg: We do not have the OMB budget. That is in the House.

Senator Sorvaag: That is where the money would have to be put. Wasn’t the idea to get all
the litigation in one spot?

(0.09.10) Lynn Helms: They are at 2 ¥2 now. Our request would be that somehow in this
budget or when that one comes back to go to conference, what we would hope that in HB
1014 there would be some language inserted to designate the industrial commission as one
of the parties that has access to that litigation pool. The way it is right now is general
language. Basically any agency that had a legal bill could come and ask for funding form the
pool. We'd like it to be more specific. We thought HB 1014 could be a vehicle for
accomplishing that. That may not be the best way. | defer to your wisdom and instructions
on that matter.

Senator Holmberg: Wouldn’t that be in direct contradiction to what they are doing if you take
money from budgets and put it over here in OMB and then in the budgets that may have had
the money, you say so much is for us? That is not awkward because we do many awkward
things here but it is interesting.

Lynn Helms: That is certainly the case. | don’t think we are asking for a specific amount to
be designated for the industrial commission. We just want the three agencies that identified
litigation be identified as having access to the pool so that other agencies, should they
happen to run up a big legal bill, could not come in and spend the money. That is our request.
You have heard the reasons why. It is awkward and it runs between two different budget
bills. I believe you all will see OMB’s hill back in conference as well.

Senator Holmberg: As will this one.
Senator Sorvaag: We will take this under advisement and there will be a lot of discussion.

Lynn Helms: We are certainly comfortable having it handled at either place or both places.
| will be happy to come in and explain the issue at the time of the discussion of OMBs budget.

Senator Sorvaag: That is why | was directing questions to Senator Holmberg. As he stated,
the whole intent was to put it all under one budget. We will have to have some discussion. It
is noted that you are going to be in this law suit.

Lynn Helms: What we are asking that the amount be increased and, if possible, that the
agencies that identified needs, be identified in the bill.

Senator Sorvaag: Was there anything else? | cut you off last time as we ran out of time.
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(0.12.35) Lynn Helms: We have one thing we would like you to look at. | transposed some
numbers. In section 1, subdivision 1, we talked about some temporary salary money for
retention of intellectual knowledge. | said it was $271,000 but it is actually $217,617. We
showed you an example of some of the work that they’ve already begun doing. | talked about
the field inspector notebooks. We brought you some examples today to look at and see the
type of thing we are going to be asking these individuals to explain. | have put some sticky
notes in here. | just flagged a couple or more dozen items, when | was flipping through there,
that would be of value to a young new field inspector but they are so cryptic in these note
books that there is going to need to be an explanation. In particular, one of the individuals
described getting involved in a war of words between a land owner and operator. A lot of four
letter words were used describing the three parties in the discussion. | flagged that because
that field inspector was able to resolve that issue amicably. What | would like to have happen
is the individual with 30 to 40 years of experience, explain how they went about resolving it.
Because every one of our field inspectors, at some point in time, is going to run into that.
Everything from land owners pointing guns at them to calling them names and that sort of
thing. | liked that one because it described a situation where you would like to have that
veteran explain how they amicably resolved that fight between themselves, the surface
owner and the operator and give some advice to the young folks on how they could go about
that. There are a few other things in there about how to plug an oil and gas well and some
interesting mechanical integrity tests. There are a lot of numbers and a description of the
things they say but there is no real description of why that made them question whether the
well was leaking and how they went about testing the well to prove it was leaking and
requiring it to be repaired.

(0.15.49) Senator Sorvaag: What kind of data base are you going to set up? One can sit
and put everything in a spreadsheet but it's of no use if it isn’t easily recoverable. For
example, a mad land owner, does that come up as an example? How is that going to be
devised?

Lynn Helms: Our IT folks have designed a home to put this information in. It's a searchable
document. A young field inspector can hit Control F and type in what they are looking for like
a strange MIT. The program will search for those words in their explanations and take them
to the article or “angry landowner”. It'll be searchable just by hitting Control F and typing the
text in. It will take them to each document in the encyclopedia that addresses that particular
issue. We did a count of the notebooks up at our warehouse. Seventeen boxes and a little
over 1,500 notebooks. That is knowledge that will be lost or unusable unless we can address
it in some fashion. The proposal that we brought is to have the money in temp salaries to
hire these 4 folks for 11 months and have them go through the 1,500 notebooks and write up
the articles of interest while using keywords that are searchable.

Senator Sorvaag: Are there any operating expenses beside the salary related to them?

Lynn Helms: There would be no operating cost. They would do this from our existing field
offices with using their existing computer equipment.

Senator Sorvaag: So, that is the temp salary for 4 up to 11 months?
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Lynn Helms: Yes. Temp salaries for 4 individuals, half time up to 11 months is roughly
$218,000.

Senator Sorvaag: Okay. We will take that under consideration.

Lynn Helms: | already received the retirement letters from two of those individuals. They do
mean business. | got those in the last week. Two of them sent in their retirement date in their
resignation letter.

Senator Sorvaag: But they are going to wait until the next biennium?

Lynn Helms: One of them goes June 30 and the other goes June 1%t. They will be leaving at
the end of this biennium. They will be around until the near end. They will be gone by July 1.

Senator Sorvaag: And the replacements are there? That was confirmed.

Senator Sorvaag: | do not think we talked about this last time but you had proposed an
amendment to section 17 to go from $14M to $18M. Do you want to talk about that?

(0.19.39) Lynn Helms: That was all the new information that | wanted to provide. | am happy
to take questions on anything. Yes. We had proposed amending section 17 to double the
amount of money going into the oil and gas research council fund or flowing through that
fund to the Energy and Environmental Research Center in Grand Forks for pilot projects for
underground gas storage.

This was in our original proposal on the House side. Due to budget constraints at the time,
the House felt they could only afford one demonstration project, not two. | did have a
conversation with the man from EERC 3 days ago. They are in conversations with one of the
two operators who is interested because they feel confident about the 4 million. They have
access to $8M from the Department of Energy which they would use to fund 25% of each of
these two projects. They would like to have access to $8M from the research council which
would fund the other 25% and then the two partners of XTO and Stat Oil, would each pay
50% of their demonstration project. This would allow industry to invest $16M in testing what
we laid out for you as the possibility of storing our flared natural gas underground until we
have the infrastructure in place to bring it back out and process it and send it to market.

(0.21.42) We identified in our economic analysis and it was in our original presentation to
you, we identified that this is really the first game changer to come along. The two
demonstration projects, if funded, would yield $28M in additional production and extraction
taxes just by allowing additional oil production and salvaging the gas rather than flaring it and
putting it to market. If it should work, there is a possibility of 15 to 20 long term projects over
a 20-year time period which would save 111 Billion cubic feet of natural gas from being flared
and yield over $1B in additional production and extraction tax. The potential benefits are
enormous. We feel like we would do a much better job of evaluating the economics, risks,
and all the factors involved by doing two demonstration projects instead of one and showing
real interest in adequately funding them. | realize this is all wrapped up in the pore space bill
too. It is one of the issues involved in the pore space bill but this will not move forward to
commercial use of pore space until at least two years of these demonstration projects. So,
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over the next biennium it is anticipated that this is all that would happen and then we would
be ready to move forward with commercial produced gas storage.

(0.23.42) Senator Mathern: | support these projects. | am concerned about the costs. Is
there some method to make sure this is the correct cost you have? It seems very high in light
of the technology and the work we have done and other ways of using that space. It seems
like a lot of money. Tell me, where does that figure come from and is it in some way related
to other projects around the country?

Lynn Helms: | was also surprised by the cost. That figure was derived by EERC when they
ran their computer model and wrote the report for the industrial commission. A great deal of
the cost is drilling of the well but an enormous amount of it is the anticipation of the need for
very large compression equipment to capture the gas and pump it underground. Now, the
current enhancement recovery test that is taking place in Tioga, is showing that the pressures
are not going to be as high as anticipated when they arrived at these costs. So there may
be some significant efficiencies or reductions in the cost but the numbers came directly from
EERC who went through and itemized each item they felt they would need to do a
demonstration project. They used high values to make sure they did not run short of money.
It involves drilling an injection well and equipping it with all the right equipment to pump the
gas underground. It came from EERC.

Senator Mathern: Is this new in the country?

Lynn Helms: Yes, it is. The storing of produced gas and reproducing it to avoid flaring has
not been done anywhere else. They have stored processed natural gas for decades. Storing
produced gas in a distributed fashion and in bringing it back out to reduce flaring has never
been tried.

Senator Sorvaag: | have a few more things and then that is probably all for today. | am
looking at page 55 in your testimony. It was the requested amendments to the House bill.
One was the temp salary which it had the right number on. Then you asked for $108,000 that
was your cost to continue operating expenses. That moved to the salary line item.

Lynn Helms: Yes. What happened there was there were two contingency positions built into
last biennia or the current biennium’s budget. We qualified for those positions in December.
So they have been funded under the 17-19 budget. The money was included in our budget
for their salaries on a cost to continue basis but the money got left out for the operating
expense on a cost to continue. If we don’t amend the operating line to add this $108,000, we
will have to find the money somewhere else to provide them with their pickup truck, computer,
and cell phones so they can go out and do their job in the next biennium.

Senator Sorvaag: Did you bring this before the House?
Lynn Helms: Yes. They chose not to add it. We raised the issue at the time, because we

recognized it when the Governor’s budget recommendation came out that it had been left out
by OMB.
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Senator Sorvaag: | think we have talked about everything else on that page. The other thing
| want to do today is the sheet you passed out the other day. That is showing your contingent
employees. The House approved the first 2, at 20,800 wells. You are anticipating March 11
of 2020. They didn’t fund the two at $22,500 but that, you are anticipating, will not actually
come in until late January of 2021.

Lynn Helms: Yes. That is why out of the 7 items we have talked about, it is priority #7
because if it triggers, it won’t trigger until you come back here. If we are to end up in dire
need of two FTEs, we could deal with it at that time.

Senator Sorvaag: That was where my questions were going to come from. You would only
be 5 months away from us funding them as needed next session.

Lynn Helms: There is always the possibility that we will see a spike in oil prices and activity
would rise drastically but our best projections put us in January of 2021 which is 5 months
short of the end of the biennium and the legislature would be back in session by that time.
Of our request, that one is at the bottom of our priority list.

Senator Sorvaag: The two that come on board in December, when did you anticipate them
coming? | am asking you how close they are.

Lynn Helms: The ones that most recently came on in December?
Senator Sorvaag: Yes, because they were contingency.

Lynn Helms: We anticipated to hit that trigger in October when we presented out budget.
We were not too far off but we were a couple of months off.

Senator Sorvaag: We will take that under consideration, unless there is anything else. | think
we have everything that is new that you wanted to talk about. Are there any questions from
the committee on the DMR for today? If not, we will move on to the Housing Finance. We
obviously have to work on a lot of these issues. We will have you again somewhere along
the line.

(0.31:00) Senator Sorvaag: | think the biggest issue is going to be after we see what
happens today with SB 2271. It came out as a do not pass. | think it is on the floor today in
the House. Even though that bill is probably going to fail, it did pass the Senate. Why don’t
you just review with the committee about that bill. We have the language already in your
budget. The main challenge is with the line of the essential workers, correct?

Jolene Kline, Executive Director, North Dakota Housing Finance Agency (NDHFA)
Correct. She submitted Attachment # 2, a letter requesting funding for the Housing
Incentive Fund (HIF). | am here requesting for an amendment to be added to HB 1014 to
include funding of $40M which was the amount that was initially included in SB 2271. |
have a little history on what happened. You are right that SB 2271 came out of committee
with a 16-1 do not pass. That will be on the 6™ order of business for today. What | am not
sure of is, whether that vote is on the amendments or if it is to kill the actual bill.
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Senator Sorvaag: | think they are rolling everything out of that right away. They put the
language back in for the essential working language and they took the money out from what
their IBL committee looked at.

Jolene Kline: Yes. SB 2271 was initially introduced with $40M funding by Senator Kreun. It
included the funding request, removal of the essential service worker priority, and it reduced
the percentage of the fund that had to be used in developing communities from 25% down
to 15%. The Senate passed out the bill as introduced but decreased the funding to $10M.
The House IBL amended the bill, increasing the funding back up to $40M and added the
essential service worker priority language back in. The discussion in that committee was that
there was still a need for essential service worker housing. One of the committee members
had family members out in western ND that was really struggling to find affordable housing.
| believe she was a teacher. That committee member was adamant that that language be
included in the bill. In the past, HIF has been funded with a variety of different funding sources
with state income tax credits with General Fund appropriations with profits from the Bank of
ND. The governor had recommended that the funding source be the SIIF Fund in this
biennium. One of the questions in the full house appropriations when Representative Keizer
carried the bill from IBL to appropriations, Chairman Delzer asked him if that committee had
considered it being a credit. Senator Keizer responded that no they had not considered that.
That was the end of that discussion so, had it been a credit instead of a General Fund
appropriation, if there would have been more buying on it, | cannot answer that. Whether it
was just looking for a reason to Kill it, | do not know.

Senator Sorvaag: As you know, our chamber already killed credits. There was not much
enthusiasm for credits.

(0.34.52) Jolene Kline: My second page of testimony states what we would do with different
funding levels. (See page two of testimony) The interesting thing when you look at the
average HIF investment per unit of $47,000 is interesting. Moved in testimony to page 2
under “Targeted Housing Populations Using Future HIF Funding”. She emphasized
Seniors/Frail Elderly one where the DHS today is spending $90,000 per year per Medicaid
recipient in a nursing home. Where if they are providing in-home services it's costing
between $17.000 and $23,000 depending on the type of services. Even if you look at the
high end of $23,000, that is a $67,000 difference. It is going to cost the state $67,000 to keep
the person in a nursing home for a year, you can create an affordable unit for $47,000 that
is going to be affordable for a minimum of 15 years. To me, it makes economic sense that
we invest on the front end and keep those people out of nursing homes as long as possible.
That is not only for the sake of saving the state money, but also improving the quality of life
to those individuals that are going to be in the nursing homes. It is similar savings on the
homeless side. What it costs the state and the local jurisdictions, $30,000 to $50,000 per
year. That is a variety of services including hospital care. It has been shown that a HIF funded
permanent support of housing unit reduces that cost by 40%. Again, those are significant
savings by and upfront investment in the program. There are also more talking points to
persuade you to consider adding this in. She continued reading testimony on the bottom of
page 2 and moving on to page 3.
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(0.39:00) Senator Mathern: What level of funding would it take for a big project to go online?
Take the high rise in Fargo for example. What level of funding do you have to get to, overall
in the state, to actually take on big projects? Is this high enough for any big project?

Jolene Kline: HIF would not be able to solve the high-rise. It would be a part of that solution.
That is 240 units of housing in downtown Fargo that is serving very low income people. That
is particularly people with disabilities and seniors. We have been trying to figure out how to
address that for 10 years already. It is such a big project. | believe the rehab costs on that
are either $19M or $32M. Both of those numbers are floating in my head. But, over the years,
we’ve looked at combining it and maybe doing 2 years of awards of federal resources. We
looked at the non-competitive 4% credits. We can issue multifamily bonds for it. That
leveraged with 4% non-competitive credits, HIF could go a long way in filling that gap. So,
we could do it with the non-competitive credits. With the competitive 4% credits, we would
be using up all of our credit authority for two full years for one project. That would leave the
rest of the state out.

Senator Mathern: So these levels, the 10, 20, or 40 wouldn’t take on a project like that?

Jolene Kline: $40M would solve the problem if we were going to put all the money into one
project.

Senator Mathern: That is considering you have a state wide mission. It would not take on
that project. Okay, thank you.

Senator Sorvaag: It is sitting at 25% for the essential. | know you want that language out.
We moved it to 15%. Is there a need for essential workers that would use that up in the
definition?

Jolene Kline: | want to clarify. The percentage does not deal with the essential worker side.
The percentage says that currently we have to use 25% of the fund in a developing
community to address a housing shortage. Right now, we have defined a developing
community as 20,000 or less. That is just saying that if it is a $40M fund, we have to put $10
M of it into smaller sized communities. The essential service worker is a whole different thing.

Senator Sorvaag: | read that wrong.

(0.42.06) Jolene Kline: In century code right now, it says we have to give priority to housing
essential service workers defined as employees of the city, county, or state medical facilities.
That language was put in in the second biennium funding to address the shortage of housing
in the oil country. It also said it was essential service workers in energy impacted areas. |
believe that essential service worker housing has been mostly met. The House committee
member did raise a point. He said his daughter was X number of dollars by the time she
netted off her child care, by the time she netted off her student loans, she couldn’t afford to
pay the $1000 rent out there. She still needed the value of a HIF assisted unit out there and
she was making a decent salary. Whether or not that language is in there, it just says we
have to give priority to those groups of people or others as defined by the agency as meeting
an essential service. Today | think you could make the argument that a day care worker was
providing as essential service. We keep hearing it is the main street workers such as the
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clerks in the grocery stores and the waitresses in the restaurants that are providing those
services, that when people look at moving to an energy impacted area, they are going to
want to know if there are restaurants, shopping, and things to do to improve that quality of
like before they make that decision to move. So we have some latitude. If that language stays
in there, it is not going to be a deal breaker for us. It is not that we are not going to be able
to put the money to use. Again, we have to give priority. In our point structure, there are
additional points for addressing that if that applicant can show there is a need for an essential
service worker housing in that particular community.

Senator Sorvaag: That is really my question. You know what is out there. Would they eat
up all the money?

Jolene Kline: We are not going to fund projects where we do not believe there is a need. If
we have a vacancy issue with our essential service worker housing in an existing community,
there would be no reason why we would fund another essential service worker project in that
community.

Senator Sorvaag: You could still fund essential workers even without the language. You
could do it anyway if they fit your point. They just would not get the kick up point for however
you do it for the essential. That was confirmed. Are there any questions? Any other things
you want to discuss, Jolene? You requested funding for one employee. Was that all settled
in the House? Are you fine on there?

Jolene Kline: Yes. There are no questions on our budget.
Senator Sorvaag: So this is really the only point we need to discuss in your budget.

Jolene Kline: Yes. Whether or not, the discussion is going to come up along the way. It was
a point raised in House appropriations. It may of just have been a way to not fund the bill.
One of the committee members asked why does that agency need this additional funding
when they already received $31M in grant funds. There was no opportunity to say that is
incorrect. Yes, our budget shows $31M but all but $4 M of that is pass-through money. That
is money that we get from HUD that we pass-through to owners of existing projects for rental
subsidies. So that is not available for any new construction or any rehab. The other $5.4M
that is included in there is that housing trust fund which | have talked about here. In the
absence of state funding, we have the $2.7M annually of housing trust fund and the $3.1M
of federal tax credits. That’s it. We fund 3 or 4 projects a year with our federal resources.

Senator Sorvaag: Thank you. We are going to have another meeting this week. | am not
sure which areas. We still have some small areas to go through with this budget. We will
have to start making some decisions. We are still waiting for some things to happen out there
especially with the bank side of it. For now, we will adjourn subcommittee until the next
scheduled meeting.
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Senator Sorvaag called the sub-committee to order on HB 1014. Senator Holmberg and
Senator Mathern were also present.

Senator Sorvaag: We are going to go back and start talking about a few things we haven’t
covered yet. We are not going to move on anything, but anything we have a consensus on,
we need to go forward. Adam Mathiak can start moving forward and getting things off our
list. That is kind of the intent of today.

Main administration has no changes there. We are leaving that alone. We are fine going
forward on that.

Lignite Council really has the only thing in there was $4.5M of non-matching dollars for
research. | did ask Karlene to put together a chart of what all the Lignite Council is getting,
so if you want to pass that around, you can explain it to us.

Karlene Fine, Executive Director, North Dakota Industrial Commission:
Used Analysis of the Lignite Research Fund (att. # 1). The $4.5 M you’re talking about is
within this numbers. It is not an addition.

Senator Sorvaag: So, no big changes? (Answer — none.)

Senator Sorvaag: Outdoor Heritage Fund: The House last session had that down to $10M
capped, and this one increased the cap to $15 M. That would go to the Outdoor Heritage
Fund and up the oil dollars. What are the feelings and discussion of the committee on that?

Senator Mathern: Wondering where the level of application is for this biennium? | had asked
some questions earlier and someone said a lot of applications were coming in here the last
few months. | am just wondering if we could have an up to date report as to the requests
there?
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Karlene Fine: In information that we’ve provided to you, under the tab OHF, there was a
chart that showed the OHF funds that have been received and awarded by biennium. That
shows that we have awarded $9.6 M, which is about $9.7M dollars of current biennium. The
amount of applications that we had were higher than that. But we have one more round to

go.

Senator Mathern: That round | guess, is filling up? How does it look?

Karlene Fine: For the May 1% round, we’'ve had a number of individual’'s calling in saying
that they are working on the applications, but | don’t have a total dollar amount or number at
this time. But | expect it to be more in the average of $5-7 million dollars requested.
Senator Mathern: For the next round.

Karlene Fine: Correct.

Senator Mathern: So we’ll go over the dollars.

Karlene Fine: We'll go over the dollars received. We did carry over some dollars from the
prior biennium, so currently we have uncommitted dollar of about $9.9M dollars available for

this next May round.

Senator Sorvaag: So would that information, the $15M would be added from what’s been
coming in, adequate money for the next biennium.

Karlene Fine: We are comfortable with that number.
Senator Sorvaag: Based on what’s been happening.

Karlene Fine: The commission has not given any direction to request additional funding. So
well be going with that $15 Million. We are comfortable with that.

Senator Sorvaag: Public Finance Authority —There is a % of an employee that’s authorized
but not funded? Is that correct?

Karlene Fine: No, we have a % position is unfilled. But it is funded. The Public Finance
Authority would have 2.75 FTEs. We’re comfortable with that.

Senator Sorvaag: We won’t do anything more with Public Finance that one is a go. Now,
talking about Housing Finance. We are not going to talk about the dollars today, but we’re
going to talk about the language. SB 2271 changed some of the language from 25% to 15%,
for developing communities. They took out the essential worker part of it. In the House, they
put that language back in and they played out over things. But | think that's hasn’t passed
yet. | don’t know if it's going to kill the bill. Did they kill it yet?

Karlene Fine: They did kill the bill.
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Senator Sorvaag: The question in front of us is do we put back that language from 2271.
Jolene is going to address that to the committee with her request.

Jolene Kline, Executive Director, Housing Financing: Handed out some statutory
language change that mirrors SB 2271, that was initially introduced by Sen. Kreun, and that
bill was killed on Monday. Attached # 2. It basically puts back or takes out the essential
service worker priority. We, as an agency, do not feel that that needs to be a priority anymore.
That doesn’t mean that we’re not going to fund essential service worker housing, but our
position is that every community has a unique housing issues. Let’s leave it up to the local
communities to define what their needs are; whether their needs are senior housing, or
whether they are workforce housing, or whether it's housing for homeless. We'll leave it up
to the communities. We go through an allocation plan process which is a very public process.
We get input from our stakeholders as to how our point structure should be defined. Through
that allocation plan process, we will then decide whether workforce housing receives more
points than elderly housing. But | think that that is a local issue. It shouldn’t be up to the state
to say what the priorities should be for this funding source.

Senator Sorvaag: You're for the 15% for the development. | mean that passed in both
chambers. That is probably the only piece of 2271 that was consistent - lowering that from
25% to 15%.

Jolene Kline: That is correct. | did leave that in there in my draft proposed language. We
have no issue with the 25 versus the 15, because again there is some latitude in that
language. It says it must be used to address developing communities to address some unmet
housing need or alleviate a housing shortage. | think you could make the case that any
application that comes in, is an attempt to address a housing shortage, otherwise, they
wouldn’t be applying.

Senator Sorvaag: Do you have any idea why that was put in there? Have you consulted with
anybody as to why it got changed?

Joline Kline: | believe there was concern that the rural communities needed to get their fair
share and that’'s why it was initially put in. The main bill sponsor of 2271, was from Grand
Forks and | think that....

Senator Sorvaag: | think it was quite an urban oversight. You based it on the income, from
the medium family federal registry, or whatever the needs of a community. Is that number,
one number for the whole state or does that vary by community? The reason | am asking
that is because for essential workers that could be a more relative a higher number where
the pay is higher. Is it one number for the state or does it vary for regions?

Joline Kline: HUD publishes those income limits annually and they are by county by county
basis. Our allocation plan currently goes anywhere from 30% of that area county median
income number, all the way up to 140% of the area median income. The language is in there
that we are going to use the funds to address low to moderate income. So the moderate
would be that 140%, that has always been in there, that’s how we got to the two teacher
household kind of essential services.
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Senator Sorvaag: So you still could deal with the essential workers within this in some of
these. That is being driven by the areas where the incomes are higher, the rents are higher,
and all that.

Joline Kline: That is correct.

Senator Mathern: If we're going to do this and asking to put this into the bill. Is there anything
in NDCC 54-17-40 that is sort of extraneous? Is it just sort of hampering you from getting
your work done, that we should address at this point? Sometimes we just pass things on and
on, or are you comfortable with the way it is?

Jolene Kline: Other than that, the striking of it on the way last page of what | handed, and
again that is consistent with what was in the 2271 - the reporting requirements, if that remains
in there, I just find it kind of silly to report on the progress we’ve made in reducing the number
of units that are master leased or owned by political jurisdictions. By the time | got my last
report to the budget section, we had surveyed those jurisdictions so many times, and we
were getting the same information. The units that are still owned by the political jurisdictions
are basically those owned by local school districts. They’ve owned those homes for 20-30-
40 years. They have no intentions of selling that home. That is there recruitment tool for
getting that teacher or that principal into the community. So | think that reporting requirement
is not necessary. | think it's just putting extra work out there.

Senator Sorvaag: Our chamber passed 2271. All we would be doing is putting that language
back to what we passed as a Senate earlier on.

Senator Holmberg: But you should give the House the opportunity to revisit the issue.

Senator Sorvaag: so we'll put the language back in then or the changes. We’re not going
to discuss the money now. That will be a later date. Any questions, otherwise we’ll move on.

We’re going to leave DMR alone right now.

Go to Mill and Elevator - was very cut and dried. The House really did; we only have an issue
of employees. They left or reverted back and they made no change. That we only take 50%
of the profits. They left gain share and all of that discussion that we had last biennium alone.
So everything | think was in good shape. The only thing is the Mill had requested 2 food
safety employees additional and two utility workers. The House gave them 1 food safety and
1 utility worker. The Mill would still like two - or both. If they had a preference, they would
like 2 food safety over the utility. So, | guess what | am looking for is input from the committee.
Do we leave it with the House at one of each, or do we go two food safety and one utility, or
do we just put all four in at this point and be discussed in conference?

Senator Mathern: They’'ve been operating efficiently. They have been returning profits. |
think we ought to support management and just put the employees in. Actually, it is a return
to North Dakota. It’s like putting good money to where good things are happening. So | would
hope that we would just put these all in that management wants.

Senator Holmberg: Senator Mathern is correct. It's special fund money that they raised
themselves. They have had an exemplary track record and after last session and with the
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discussions with the many conference committees that occurred, the legislature has
obviously backed away from the attitude that some had. | think we should put them back in,
and let the conference committee work it out. But | think we should start with the position of
what management had put into the budgets of two and the two.

Senator Sorvaag: As committee, is there a consensus that we’ll put in the 4 employees - the
2 food safety workers and 2 utility workers? With that, | think we are done with the Mill and
Elevator.

I'd like to go to the Bank. | have two amendments for the subcommittee to look at. There
was a bill in the House to look at doing foot options and different options on the oil prices.
Actually, go back farther, in the interim we discussed in our Government Finance quite a bit
of times. There is some part of the law now, that they can do part of it, but it's not really
workable. There was no desire by the interim committee to push anything forward, and the
bill died on that. What this amendment does is it allows the bank to do a study with their own
funds, to play around with this and see if it will work. The amendment is 19.0202.02001 -
Attached # 3.

Eric Hardmeyer, President, Bank of North Dakota: There was a bill on the House side to
do a hedging strategy along with putting some governance around it as well. That died 47 to
46. There was a fiscal note that was attached to that originally started at $95M. It was then
reduced to $100,000 to again establish a committee of sorts, a task force, as well as to do
potential hedging, a small pilot program. That was killed. We had then revisited the issue with
the Senate Majority leader, Senator Wardner, who expressed interest in bringing that concept
back and we suggested that we just attach this to 1014, and the Bank of North Dakota would
pay for and conduct the study to look at various hedging strategies. As it says here to protect
the state from volatile swings in oil prices. There is a number of areas that this could look at
whether its general fund revenue. It could look at Legacy Fund revenue. It could look at
various other trusts that use oil revenue. So we think that we can absorb the cost of this study
within our budget. As you know we do have some contingency money available if it gets
approved that we would use that as a place holder to conduct the study. Our really preliminary
cost estimates, would be somewhere in the $40,000-$50,000 range perhaps. You're aware
of one other country, Mexico, who is doing this. Other states have not really considered it,
but this might be a sure timely thing to look at.

Senator Mathern: Wondering if you should have a little more authority than this. In light of
volatility, if we're too conservative in our approach or our willingness, this is another kind of
management thing. The BND has been doing well and returning profits. It appears from that,
that more can be done if you have the ability. So we have this study, it says that Mexico is
flattening out their income steam, its positive and then it would be another 2 years, we’ll say
you can spend 1% or whatever. But the time we get it figured out, all the upfront advantages
are gone as everybody else is doing it. | am just wondering if do you really need a study or
do you need authorization to do it? Your good managers already.

Eric Hardmeyer: It gets back to what portion of the revenue are you looking to hedge? As |
said, there’s various revenue streams that collects oil revenue and are we protecting the
general fund, are we protecting the legacy fund, the foundation aid, and what is the right
entity to actually put the hedging instrument in play? Would it be OMB, who would that be? |
think it is more complicated and in fact | think quite frankly the study would be the way to go,
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and | sure appreciate your view on the sense of urgency. We've all been dealing with the
volatile energy prices and know what that has meant to state revenues and forecasts and
budgets. But | think is a very complicated area. It is probably worth taking the time to study it
and then coming back with a governance structure around it in determining what parts of the
revenue stream you want to hedge.

Senator Sorvaag: We talked about it in two or three meetings during the interim. It was just
part of the discussion. We actually had that gentleman from NDSU that is kind of an expert
on this and he testified to, and | just think that the reason there was no bill out of that
committee, or really no action, there is a real concern. Are we gambling with public money is
what we are doing? That’s why | am supportive of this, because | think this is an avenue
without taking anywhere out, it's just in your management to keep it limited and see if it is
realistic. Then we can come to and actually have something to base it on. His testimony was
impressive but again speculative even though he works with foreign countries. But | would
guess you would even look at that, as some of your areas of investigating this. But | think
going beyond a study is not only politically difficult, but | am not even sure if | would support
going beyond that without something to base it on. It's more than just a foreign country who
we all know they do handle our business differently than most countries.

Eric Hardmeyer: There is a lot of different ways that we could look at this. Whether it is as
a type of insurance product where you would insure a floor or put a collar around it, where
you protect both the down side but you limit the upside and you give yourself a range that
you operate within that protects the revenue to a certain extent but also limits the upside, so
there is a lot of different ways to look at this. | agree completely that this is a complicated
subject that the state should | think, Tim Porter, CFO and | have been looking at this for a
number of years. This is a strategy that the state really should consider when it looks at the
volatile revenue streams that come into the state. It's a tool, that should be considered.

Senator Sorvaag: So is the committee supportive of moving this forward or is there
objections?

Senator Holmberg: Could you do this study without legislative intent or do you feel more
comfortable because we’ve had couple of instances where folks come to us and they’ve done
the study and the Legislature complains why did you study this?

Eric Hardmeyer: Legislative intent is helpful so | would recommend you keep this language
in play here. We certainly wouldn’t do this in a vacuum either. We might lean on Lynn over
here to help us think about it as well, so | just think it would make sense to have this.
Senator Sorvaag: Would the committee like to just wait on this?

Senator Holmberg: No, I'm fine

Senator Mathern: I'm fine. Let’s do it.

Senator Sorvaag: We’'ll go forward with that one. Are you considering an additional 1 — 2

employees because of some of the additional roles that we are putting on for the bank. It's
been casual discussions. HB 1333 adds more responsibilities, are you comfortable with your
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present workforce with no additional with what you see developing in the legislature at this
time?

Eric Hardmeyer: We thought long and hard about 4 additional four FTEs. At the onset we
said | think we can work with our authorized FTE count of 181.5 and it would really depend
on the work requirements that were added to BND based on legislation that comes forward.
You've already mentioned a few of those have kind of come and gone. | think as we look at
some of the VSEP (Voluntary separation), that we’ve deployed looking at some efficiencies
and structures that we look over the next biennium. I think it would be our position at this
point, that the FTE count is sufficient. This gets back to salary issue that you’ve taken up and
maybe you have not heard this issue before. As we heard Senator Holmberg describe it on
the floor, as the canary in the coal mine view on how you look at the salaries using the Indian
Commission’s budget as the example. In looking at the minimums and maximums that you
put forward, |1 would just like to be on record to tell you that for the large part of our employee
base that is very positive and we appreciate that but there is certainly another segment of
our employees that | think are at risk. Upper level management where they signal that we
are giving them is that after 3 years of no pay increase, they won’t even get a 2% pay raise.
| certainly appreciate the budgetary issues that you work under and again recognizing that
BND is a special fund agency that supports itself along with the general fund. That is a bit of
a mixed message for us and for those of us who manage agencies that have employees that
are upper end salary ranges where it is just something that | felt compelled to mention.

Senator Holmberg: One item on table and not finished was larger agencies that might find
some roll up within their budget. In the OMB budget, one of the items that will be considered
is to allow those agencies that have it to use it for retention and removing compression
problems. That is not in OMB. OMB is in the House and that suggestion did come from one
of the House people. They had changed their position, and increased the dollar amount
substantially, is that still on the table — for OMB budget. That is an item of discussion for the
OMB budget. But some agency, your agency would benefit from that whereas like the Council
on the Arts will not have rollup.

Senator Mathern: Do we have a scale or comparison of bank salaries to its’ peers pulled out
of human resources from OMB? Are we farther apart from the private market in the bank
than we are, for example in Human Services or more in the Arts Council? Do we have that
separation?

Eric Hardmeyer: Not sure what the state has, but have our own work. We’ve commissioned
separately from any legislation so that we can always tell where we are in comparison to the
industry. We conducted a study using a reputable firm out of the cities. In the last 4-5 years
we’ve used them to benchmark salaries and so the issue that you talk about here, is almost
essential for us. We have employees significantly at risk if we don’t adjust salaries to reflect
what the present market conditions are. As you talked about the mill and elevator being
successful, and achieving its goals I sit here and tell you the same thing for the BND - fifteen
years of record profits. As | look beyond myself, and Tim and | are in the last few years of
our careers here at the bank, we look at those coming up behind us and look at succession
planning and look at where we are and benchmarking, we are significantly behind. We need
to work this thru the Industrial Commission. It is a significant issue that we need to deal with.
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We’d hope you provide the flexibility within any kind of language that you can come up with,
OMB bill or otherwise, to help us with these really significant issues.

Senator Mathern: Can OMB comment on that?
Becky Deichert, Legislative Council: You’re asking if we have data based on the industry?

Senator Mathern: Like a specific sector, not just generally our state employees. Private
market, like this industry of the bank.

Becky Deichert: Nothing that I'm aware of, but can double check.

Senator Holmberg: The issue of top people at agencies and the divisions within the
agencies. We did as a legislature, put into compensation packages. There are a few
agencies that put into their budgets specific money for retention. There are a couple, but we
do have that in a few agencies.

Senator Mathern: Mr. Hardmeyer raises an important point. Not all state agencies are the
same, not all employee groups are the same, and we need to separate that out a little bit so
we are a little more fine-tuned in terms of our responses. | don’t know if that would be wording
in here, or OMB. We'd be in dire hurt, if we didn’t have Bank or Mill or some of our other
entities. | see so many places in our bills that we’re saying the bank should do this and that.
Why are we doing that? Because they have the people that can actually do the stuff, and
they should be fairly compensated.

Senator Holmberg: Do we make a differentiation between those people that are in agencies
that are unclassified? We have some agencies that people are not part of the classification
system. We know who some of them are; WSI and Commerce. (39.46)

Eric Hardmeyer: We offered a bill that was passed and signed by Governor that exempts
BND from classification system. We, along with Commerce and Mill & Elevator. WSI’s
officers are exempt. They were completely removed, but were brought back in later. There
are 17-18 agencies that have some limitations, but there are three agencies that have
complete removal. (40.16)

Senator Holmberg: That was done in part because you are operating like the Mill in the
private sector. (40.33)

Eric: Yes.
Senator Sorvaag: This is more of an OMB type process instead of doing as one committee.

Senator Mathern: In terms of the bill that has been passed, will it be signed by the governor?
(It has.) Will that give you greater range?

Eric Hardmeyer: Based on our current budgeting, we have the flexibility and
maneuverability within our budgets to do just that; salary adjustments based on equity needs.
We think there is money to do that. We are not looking for additional authorization because
we believe that it exists today within the flexibility of our two-line budget. To answer your
guestions, today before the bill was signed, 28 of our positions were unclassified. That is not
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enough. We have levels of bankers that compete with the private sector that would have no
good comparison to any state employee position. It provides some flexibility that you talk
about. We have never asked for additional dollars. We live within our budget from day one.

Senator Holmberg: Are you bound by the number of FTEs that we authorized.? You'’re
different, like higher education, they are not bound by those numbers. If they have the cash,
they can add FTE’s.

(43.25) Eric Hardmeyer: We are bound but if you would like to take us out of that, that would
be OK with us. We run as a business, like the Mill runs theirs. We run this as efficiently as
any bank. We would not unnecessarily add employees.

Senator Sorvaag: It's important you run efficiently because right now we’re asking for $240
million.

Becky Deichert: We do have a salary survey, so I'll get that to the committee. (44.41)

Senator Sorvaag: | handed out amendment for HB 1014 (amendment 19.0202.02003 -
attached #4). SB2275, that we passed in the Senate, has $500 million of financing. There is
one little change. |1 want the committee to go along with amending this back in to the Industrial
Commission budget. If you go to page 4, the second item, ‘J’, it says “communication
infrastructure”. When this was developed, there was talk to leave fiber optics infrastructure
out. That wasn’t on the initial bill. I'm asking committee to amend this back in.

Senator Holmberg: | suggest we add that, even though House killed the bill, it should have
another day in court. The House has added into the tax department, the $150M income tax
deduction that the Senate rejected 42-4. You can say this is very necessary for a number of
projects that need to go forward.

Senator Sorvaag: If the committee has consensus, we’ll add the .02003 as approved.

Senator Sorvaag: We approved the $500,000 research litigation. There was a request for
$550,000 to Washington state. The feeling was to leave that alone. That can be addressed
in the OMB budget in that litigation fund. (47.58)

Lynn Helms, Director, Dept. of Mineral Resources: If | may speak to that. | spoke to Rep.
Vigesaa about this issue. They are willing to discuss and address our concerns in SB 2015.
| was scheduled to discuss it with them at 10:00, but they were called away by Rep. Delzer.
We will discuss and address it in SB2015 before it moves out of Government Operations.
(48.32)

Senator Sorvaag: Let’s go to the $217,000 plus for 4 temporary half time employees for 11
months, basically for recording their notebook files to a digital medium. What are your
feelings? Did that got addressed by the House?

Lynn Helms: That was addressed on House side and it was turned down by House
Appropriations.
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Senator Mathern: How do you get employees to look at books and transfer? Are there
people out there that do this stuff?

Lynn Helms: It would be the people who actually recorded most of those note. These are
our district supervisors who are retiring all three of them plus one more senior employee.
They are submitting their retirement plans. Under the current ethics rules by the Industrial
Commission and HRMS policies, they have to take the first month off in order to get the
maximum benefit out of their pension and health insurance. Then they are restricted from
working in a position that would place them in a conflict of interest for representing any client
or anyone like that for one year when they leave the employment of the Industrial
Commission. This is an opportunity for them to mentor their replacements and go through
their notebooks and build this institutional knowledge data base for us. It's the very people
who wrote those notes that you looked at that would be flagging them and putting them in
the data base.

Senator Sorvaag: You must have had employees in the past with the same positions with
notes that were left. Nothing was done with that? (51.12)

Lynn Helms: There has been a little of that, but we have never had a mass exodus of 150
years of experience all occurring over a three-month time period. In the past it was a few
here and there. We were able to redirect their efforts of the last few months on the job.
Because of the situation, | will lose vast experience in a three-month period and no real
opportunity to capture it unless we do something innovative like this. (51.59)

Senator Sorvaag: We'll have act on that later. Continuing, you asked for $20,000 for high
level radioactivity. That was new. (52.28)

Lynn Helms: That was a new request as of this week. It was the first time we were aware
that if we did not ask for funding, it would come out of the geologic survey’s operating
budget. We asked for just what we needed there so there isn’t money available there. It
would mean cutting back on mapping or something in order to fund the expenses of this
council.

Senator Sorvaag: Would the committee be in favor of putting $20,000 back in?  (All in
agreement). You asked for $5560 for additional auditor to the fee line? Can you absorb that?

Lynn Helms: We can absorb that.

Senator Sorvaag: Look at the $108,000 operating for the contingent’s employees. The
House just ignored that.

Lynn Helms: Correct. It got ignored by OMB when the budget was put together, and also
got turned down by the House.

Senator Sorvaag: They're working right now?
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Lynn Helms: They are in the hiring process now. We will have them on the payroll before
the end of the biennium. This would be for the next biennium. There were no operating funds
for trucks, computers, etc. in the budget.

Senator Mathern: When you say ignored by OMB, did they forget or decided against it?
Lynn Helms: They actually indicated to us that they needed to cut something so that is what
they cut. They made a conscious decision to not fund the operating expenses of those two

employees.

Senator Sorvaag: We will stop for today. The two pilot projects and most of DMR on Monday.
We will have mineral resources part and clean stuff up. Adjourned.
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Senator Sorvaag called the Subcommittee to order on HB 1014. Let the record show that
all three members are present. Senator Sorvaag, Chairman; Senator Holmberg and
Senator Mathern. Adam Mathiak, Legislative Council, and Becky J. Keller, OMB, were also
present.

Senator Sorvaag: A lot of what we’re going to do is going to be with the Department of
Mineral Resources; that’'s most of our loose points. We still have housing and finance. We
agreed to change that language, but the only piece of that yet is the amount, and we’re not
going to move on that today. We approved to put the amendment for SB 2275 in. After we
approved it, there were a few questions on some of the language changed. Adam, please
address that.

Adam Mathiak, Legislative Council: There was one typo that was corrected as part of it.
The other major change was adding some language. Right now, 2275 as it came across
authorized the public finance authority to issue bond anticipation notes. That would allow
them to put money into the infrastructure revolving loan fund before the actual bonds are
issued. Then those bond anticipation notes get repaid when the bonds are issued. The bank
and the public finance authority wanted some additional flexibility, so they requested to have
an additional option in which the bank could provide up to a $100M loan to put money into
the infrastructure revolving loan fund early. It would be kind of an alternative proposal to the
bond anticipation notes that they could use one or the other method. Then if they did do the
loans or a line of credit from the bank, the bank would be repaid from the bonds when those
are issued. it’s just two different options for them to put money into the fund a little bit before
the bonds are issued. It takes a little bit to issue the bonds, and this would provide that
money up front.

Senator Sorvaag: When the bank spoke to me, | told them | was comfortable putting
whatever language in, but since we did it by consensus, approve the amendment, is the
committee okay with the changes that they’re doing? (both agreed) Then we’ll go forward
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with them that way then. We have about 6 items in the Department of Mineral Resources.
There was a request to add in $108,240. That's the operating expense for the two
contingency employees that were added in December of 2018. Lynn, you had operating for
the rest of this biennium for them, but this is for the next biennium, correct?

Lynn Helms, Director of the Department of Mineral Resources: Correct. Part of the
contingency request was for operating funds for the 2017-19 biennium, and that was
approved. However, there was no cost to continue for those operating funds into the 2019-
21 biennium.

Senator Sorvaag: They're employees, and we presume they will be working after July 15
because there’s a need for them. What is the committee feeling? Should we put the $108,000
in? (both agreed) Okay, we’ll put it in by consensus. We’re not going to deal with litigation;
that's going to be done at OMB. Let’s talk about the $217,600 temporary salaries. We've all
heard it multiple times that it's for 4 people, halftime for 11 months to take their recorded
history from their notebooks and put it into a database or format so that it can be used by
present and future employees at the Department of Mineral Resources.

Senator Mathern: Why 11 months and why all the same?

Lynn Helms: The 11 months is derived from the Industrial Commission’s ethics policy and
also the retirement requirements. When one of these individuals retires, they have to remain
out of state employment for one month in order to optimize their pension and health insurance
continuation in retirement. The Industrial Commission ethics policy requires that individuals
in positions like this not represent anyone to the Industrial Commission for one year following
termination of service. For example, these are district supervisors, so they have been in a
position of making a lot of policy recommendations to the commission. They are not able to
go out and take a consulting job or represent an oil and gas company in similar type things
for one year. We know for a fact that they’re not going to want to do this after the one year.
They’ll be able to make a lot more money working in consulting or representing oil and gas
clients, but they are restricted for that first year and can’t work at all for that first month. That’s
how we arrived at the 11 months. That would be the absolute maximum. Some of them will
not work the full 11 months; I'm certain they’ll finish up their work and go on their way. In fact,
one of the individuals who'’s going to be one of the earliest retirements plans to take time off
during the cold winter months and go south. 11 months is the absolute maximum that we
would utilize, and more than likely, they’ll all be less than that.

Senator Sorvaag: This is just salary, no benefits.
(0.07.30) Lynn Helms: Correct. This would just be salary for halftime with no benefits.

Senator Sorvaag: and they're all paid equally under this? Is there any feelings by the
committee if we should do this? We will meet again so we can discuss it more if we're not
ready to move at this point.

Lynn Helms: We got the idea from the Department of Health. They have struggled to replace
people with decades of service, so they typically hire retired individuals back at half time.
That’s federal funds and usually in federal programs, so you probably haven’t heard a lot
about it, but it's been a very successful program over there for capturing that institutional
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knowledge particularly like in their air quality program with getting all their files in order and
recorded electronically as well as mentoring their replacements. It's a pretty common practice
over there, and that’s where we got the idea.

Senator Sorvaag: But If we reduce the amount, you'd just get what you would get in that
timeframe. You're just anticipating this amount if they work the 11 months. That was
confirmed.

Senator Mathern: Who specifically supervises these people for that period of time that you're
thinking of bringing them on?

(0.09.17) Lynn Helms: The supervisor for these people would be their current supervisor,
which is the field supervisor, who manages the entire field inspection core. That is the
individual who’s going to be responsible for their replacements and the knowledge transfer
to the young field inspectors. Since they currently work for him, they would retire under his
supervision, and the people replacing them and benefiting from their knowledge will work
from him. That’s the ideal person to oversee this project so we actually get the benefit out of
it that we’re looking for.

Senator Sorvaag: We will think about this amount.

Senator Holmberg: This is one of those that | don’t feel it, but | understand it. We have other
things, the housing and other things that are big ticket items, and this is small ticket. | don’t
have a problem waiting.

(0.10:50) Senator Sorvaag: Okay. Let’s stay with the employees. The House approved two
contingents at 20,800 wells. You’re requesting two more at 22,500. You proposed that to the
House, and they didn’t put it in?

Lynn Helms: Correct. We proposed 4 positions, 2 approved and 2 not approved to the
House. They came to much the same conclusion that you have in that more than likely we
would qualify for these positions about within the last 6-7 months of the biennium, and the
legislature will be back in session around that time. Their conclusion was that it can be dealt
with at that time; it really wasn’t necessary to set aside the money in this budget. | can’t
counter that argument. We’ve run the numbers several times, and we always come back to
the same conclusion that the 22,500 wells trigger would be reached in December of 2020 or
January of 2021.

Senator Sorvaag: Of all the things we’re talking about, it's not number one on your list.
Lynn Helms: No. In fact, | think it's number 7 out of our priority list.

Senator Sorvaag: What happens if it goes to 22,600 if you don’t have them? You still
function; it just puts a lot more pressure on the employees, is that correct?

Lynn Helms: Yes. There would be extra workload on the other employees, and we would
adjust. Perhaps we would lengthen out the time between inspections on a few of the facilities,
but then they would be built into the next budget request. The workload would be picked up.
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Senator Sorvaag: and like you said, we would be close to being in session also. That was
confirmed.

Senator Mathern: Does this put money aside if we do it contingent? Let's say we would
approve it contingent on this well number. Does that actually put money aside, or is that
coming from the future? I’'m concerned that if we have high activity, | assume these people
will be there.

Adam Mathiak: It would show up as part of their budget, so it would affect the bottom line of
the general fund. It’s just that it would be contingent on that, so that money is essentially tied
up. It’s not just sitting out there above and beyond the budget; it would have to be part of the
budget. Even with the existing two contingencies, it does show up in the budget right now,
and itis part of the bottom line of the general fund balance as being an expenditure. However,
in the event that they don’t need them, it would then become turn back to the general fund at
the end of next biennium.

Senator Mathern: Couldn’t we make it contingent on the time frame, like the last 6 months,
so we don’t allocate a full biennium of funding?

Senator Sorvaag: There is 145,000. That can’t be for the long-term.

Lynn Helms: Correct. We arrived at that because that’'s what they would cost for the last 6
months of the biennium, the salary and operating for two employees. It does affect the ending
fund balance, and the money does get set aside. It can’t be spent on anything else.

(0.15.25) Senator Sorvaag: What is the committee feeling. Should we leave it as the House
brought it across? That’s 2 contingents at $20,800 and | guess If the numbers go to 22,500
next September, there’s a lot of good things happening.

Lynn Helms: Correct. If we arrive at that number early, it means that there is significant
amounts of revenue coming in, and we can approach the Emergency Commission if it was a
really serious issue.

Senator Sorvaag: Should we leave it as the House has it?

Senator Mathern: | am concerned that they have the proper staff to monitor that activity, but
| am okay with the fact that you would take it to the Emergency Commission. | am fine with
leaving it like the House. With our discussion, | would hope that the Emergency Commission
would act favorably if that were to happen.

Senator Holmberg: Is there any language that would be necessary to this bill that would say
that if it arrived early that you should go to the Emergency Commission and ask because
there is money in the contingency in the Emergency Commission. Would it help your case if
there was language in the bill that said that had the contingent but there was no money put
in, but that the department should go to the Emergency Commission? Adam, do we do that?

Adam Mathiak: If that was something that you intended, | don’t know if it would have to go
in the bill. 1 think it could be part of the record here as part of the discussion that they had
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asked for it, that they did anticipate that there might be this need and there’s a strong case
to be made. | would think the Emergency Commission too, they evaluate different things,
they might consider that because there is sufficient revenues and the revenue picture might
be very robust that at the end of the day that money could get repaid back to that fund even
if it was a temporary bridge measure to get these employees on the books for the last few
months. | suppose there is always options too, depending on the timing of this, but they could
also get a deficiency appropriation from next session to get the employees started early.
Yes, | think it would be part of the record from this committee that the subcommittee was
supportive of them seeking Emergency Commission approval and wouldn’t necessarily
require anything in the bill.

Senator Sorvaag: It avoids us tying up 145-146,000 that may or may not be used.

Senator Holmberg: The record should reflect that. | can see the discussion of the
Emergency Commission, someone will say, “well, the legislature is in town, so why are we
spending the money? Let’s wait until the legislature finishes it” but at least it gives you an
avenue, and it's an avenue that the legislature directed you to consider.

(0.19.12) Lynn Helms: That would be very useful to have something in the record or in the
bill. In particular, the industry that we regulate is very volatile, and it’'s unlikely that they will
act as we have estimated. If they do respond to high oil prices and drill lots and lots of wells,
it will happen well before December or January, and that will allow us to go to the Emergency
Commission and say “we anticipated this might happen, it's happened because of this
volatility and there is something in the record that the Senate subcommittee was in support
of this request.

Senator Sorvaag: As you stated earlier, our revenues would be more robust if you arrived
at this that early in the process.

Lynn Helms: This represents 50% of the sales tax on one drilling well. The money would
certainly be coming in if in fact wells were being drilled and completed at that pace because
each well pays roughly double this in sales tax.

Senator Sorvaag: For now, we’'ll leave the language as the House does. Next was what
was done in section 17 in the bill dealing with the Oil and Gas Research Fund. You're
requesting that to be increased from $14M to $18M. The House left it at $14M is that correct?

Lynn Helms: Correct. We made the request on the House side for the $18M to do two
demonstration projects. Looking at the numbers, they felt that they could justify financing one
demonstration project at $4M.

Senator Sorvaag: But to increasing the revenue up to the $18M?

Lynn Helms: The House passed it through at $14M, and left it as one pilot project.
Senator Mathern: It seems to me the pilot project indicates some research going on.

Research is oftentimes such that it has a better outcome if you have something to compare
with, and this seems to be a fairly new technology. It would seem that our body of knowledge
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and indications of whether or not we proceed in such a manner would be better if we had two
pilot projects.

(0.22.30) Lynn Helms: | very strongly agree. In the risk of research, If you spread the risk,
you have a much better chance of gaining the information that you’re after. There’s always a
chance that you get one bad partner. This is going to require two industry partners if we do
two projects, and things just go wrong.

Senator Mathern: | would think too there’s a little bit of scholarly competition that can happen
if you have a couple projects moving forward. Members of the subcommittee, |1 would hope
that we would do two pilot projects.

Senator Sorvaag: Would these be done in separate environments so they aren’t trying to
replicate the same thing? Would the areas be different enough?

Lynn Helms: Yes. The two companies that have expressed interest operate in separate
parts of the state. They both are under heavy corporate rules to reduce their flaring, and they
are looking at quite different approaches to doing this. The nice thing about it is we've
targeted putting the money through the EERC, so all of the knowledge gathered from both
operators in both projects is going to go through the same group of scientists at the EERC.
They will be able to sort out the successes and failures of the different approaches. The goal
and understanding of the EERC folks who've been talking to the Department of Energy and
these two operators is to produce two projects in two different parts of the state that would
truly give a good test to this technology.

Senator Holmberg: You're capped at 14 then it goes in under 57-51. What's the next
bucket?
Lynn Helms: I’'m not sure.

Adam Mathiak: This is right before the list of buckets. Increasing this by $4M would result
in, ased on our projections, we anticipate getting to the final bucket of the list of buckets
which is the Strategic Investment Improvements Fund, so any increase to this would result
in a reduction to that. Based on the January forecast, it would have affected the political
subdivision allocations, those new non-oil buckets, but at this point, it would be affecting SIIF
in that final bucket.

Senator Sorvaag: What was the final number for the SIIF? After the Prairie Dog fills?

Adam Mathiak: Based on all the various legislation out there, | think we were sitting
somewhere around $500M. We'd get that first $400M then around another $100M. SB 2362
had a bigger impact on that number as well. There’s not necessarily a lot of cushion between
the end of the biennium and when that money would be going in before it would start affecting
things like the airport allocation. If the forecast is an underestimate, then there wouldn’t be
any problems. If it's an overestimate, it could potentially affect other places, but at this point,
it would affect the new money going into SIIF if you increased it by $4M.

(0.27.00) Senator Sorvaag: We’'ll hold off making a final decision on this and think about it.
We’'ll wait on that item and the housing finance amount to see how some of these other things
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are working with them. | think we covered all the items on the list. The only one left to deal
with is whether we do the second pilot project.

Lynn Helms: Thank you. We’'ll talk about the institutional knowledge and the second pilot
when we get together again.

Senator Sorvaag: Is there anything else to address?

(0.28:45) Eric Hardmeyer, President of the Bank of North Dakota: The only thing that’s
on our radar right now is buy-down for school construction. That we had pushed over to the
Foundation Aid Stabilization Fund where they were going to provide $5M for the school loans
that we hold on our books. The math on that works out to about $5M for the next biennium.
BND had previously provided that, but we had proposed to move that to the Foundation Aid
Stabilization Fund this biennium. And for whatever reason, that got reduced from $5M to
$2.5M. I'm not sure why because the math clearly says we need $5M to take it down. That's
something that we have to ensure through SB 2214; it either comes back there, or we’re
going to need to bring it back through this bill.

Senator Sorvaag: SB 2214 is still being worked on?
Eric Hardmeyer: Yes. One way or the other, we need to take care of that.

Senator Mathern: This earlier discussion, we approved an amendment to give you some
leeway in terms of the infrastructure bonding. It sounds like you’d be open to front that until
the bonding all gets through. | think that’s a very good idea. Is it possible that you should be
given more authority? What if it would be in the bank’s interest to actually carry the whole
works without bonding? What if it was better for all the parties? Let’'s say something
happened to the bonding market, should we give you more authority so you could actually
do the project from the bank?

(0.31.21) Eric Hardmeyer: Let’'s make sure we're clear on how this bonding would work.
That is, the payments for the bond would come from the legacy earnings. The proceeds of
the bond would be dumped into the Infrastructure Revolving Loan Fund where they would
then co-mingle with the $150M that'’s existing today. Then you’d build the fund from $150M
to whatever number the bonding allows for whether it's another $250M or $500M. The bond
market is separate from the infrastructure program; let's make sure we segregate those two
and don’t get those confused because the political subs would still be borrowing at 2% under
that scenario. The legacy fund would be making the bond payments, and those would be
whatever the bond market is today. It may have backed up a little bit since, so it’s still very
affordable. We’ve been asked why the bank doesn’t just make these loans directly. We’ve
been adamant that we don’t have 2% 30-year money that we can access and still cover.
We’d be doing those at a significant loss, so we’ve been adamant that those don’t get put on
our books.

Senator Mathern: I’'m not saying at the lower 2% rate. Whatever the bond market is, and if
that fits where you can still be profitable.
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Eric Hardmeyer: Another issue comes into play though. And that is how much of our
capacity do we want to use to fund infrastructure versus the things that we normally do such
as economic development, student loans, etc.? You start using our dried powder up for 30-
year infrastructure loans, and that’s not where we need to be right now in terms of our
abilities.

Senator Sorvaag: There are no other bills or issues that affect this budget that we should
be watching before we do this? Is there anything you want to bring up?

Karlene Fine, Executive Director for the Industrial Commission: There’s nothing more.

Senator Holmberg: One big issue is housing finance. We have to get a number to plug in
there. What are we doing with the general fund? We have the demonstration project, and the
institution of knowledge isn’t a lot of money. Before our next meeting, if we could have Adam
give us a comparison as to where we are now in relation to what came over from the House
in these various funds, because we’ve added a number of things but still have some question
marks.

Senator Sorvaag: Those are the three things left, and we just have to figure out if we do
them or not. We can adjust the temporary salary amount too.

Chairman Holmberg: One of the first questions is how this is in comparison dollar wise
general fund to what the House had sent us. | don’t have that number.

Senator Sorvaag: We will meet again soon.

The Subcommittee hearing was adjourned.
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Senator Sorvaag: Called the subcommittee to order on HB 1014. Senator Holmberg and
Senator Mathern were also present.

Adam Mathiak: Handed out the Base Level Funding Changes for HB 1014:
Mill and Elevator Association — Attachment # 1.

Housing Finance Agency — Attachment # 2.

Bank of North Dakota — Attachment # 3.

Industrial Commission — Attachment # 4.

Senator Sorvaag: We have 3 items we need to take action on, then we will go through the
long sheets. If there is anything we aren’t clear on or that we have missed, this will be the
opportunity. | want to wrap it up with this meeting. Before we go to long sheets, one of three
we still haven’t decided on is the pilot projects for natural gas storage. The House brought it
out with $4 Million in one pilot project. It was requested that we consider two pilot projects &
$8 Million. The reasoning for two projects in different areas is a good rational. The money will
come out of the oil fund. Is there desire of the committee to go along with the 2 pilots?

Senator Holmberg: Moved that we go with 2 pilot projects for natural gas storage.
Senator Mathern: | agree. Second.

Senator Sorvaag: It’s been moved and seconded to go with 2 — we’ll take this as a
consensus and move forward.

Voice vote.

Senator Sorvaag: Housing financing funding, that has been all over the place. There was a
bill earlier that is now long dead, that had $40 million. The Senate reduced it to $20 million,



Senate Appropriations Committee

HB 1014 Industrial Commission subcommittee
April 9, 2019

Page 2

the House moved it to $40 million, and then they moved it to zero and killed the bill. It is really
in front of this committee to pick an amount. There have been many discussions. | am looking
at $20 million and would like some input from the committee members of how they feel on
that.

Senator Holmberg: It's been up and down. | think that $20 million is a good central position
going to the House. It went $40 million to zero, and $20 million is better than zero.

Senator Sorvaag: We will still end up in conference to talk about the number anyway.
Senator Mathern: | wonder if you’re talking about straight general fund dollars or tax credits?

Senator Sorvaag: | was approached to discuss tax credit. The first information | got was that
it wouldn’t work too well with the new federal tax law, and then they said it might. It is too late
now. So we are talking out of general fund appropriations and no tax credits. Whether we
can bring tax credits as part of the discussion in conference, we will see what happens

Senator Mathern: What was in the Governor’s budget?
Adam Mathiak: $40M of a general fund transfer. It was not proposed with credits or anything.

(3:31) Jolene Kline, Executive Director, Housing Finance Authority, North Dakota
Industrial Commission: The Governor had $20M from SIIF in his budget.

Senator Sorvaag: Okay and we’re taking $20M from general fund.

Senator Holmberg: Moved to take $20M from the general fund to Housing Finance
Authority.

Senator Mathern: We need to at least do the $20M. We have great needs and if we can
do it through the general fund, it frees up the agency to move quicker. | would second
that motion.

Voice vote.

Senator Sorvaag: So there is consensus on $20 million of general fund.

Before we go through the sections | have; is the temporary salaries for 4 half-time employees
for 11 months, did we pass on their recorded notebooks of history. The request was for
$217,000.

Senator Mathern: | saw the emails from the people who have gotten this kind of service,
and my heart went out to the department. It felt so good to see how they have done this kind
of thing in the past. Just how giving and mentoring makes them successful and actually the
services the state’s interest. | would hope we put all 4 of those in for that temporary time. We
get that mentoring done, we have a fast moving industry, and there is so much potential for
dangers to people or our environment so to have it all clicking well requires us to have this
kind of mentoring. | would ask we put all those positions in for 11 months.

Senator Sorvaag: You're talking the $217,000? (Right.) And the House put $0 in.
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Senator Holmberg: | am missing, with the use of the word “Mentoring”, am | thinking of
something different?

Senator Sorvaag: | think it was described that it would be part of their training work.

Senator Mathern: | saw it as they are doing two things. These people would be translating
their knowledge and workbooks into all other kinds of documentation but in the process, the
new staff people would benefit from working alongside those people as they get that
information. That is why | used the word mentoring.

Lynn Helms, Director, Department of Mineral Resources: The House had zero in this
item because | don’t think we actually brought it before the House. It was a new concept after
we had made our presentation to House government operations which is when these folks
started announcing their retirements. It was an entirely new idea that we wanted to bring
before you. Senator Mathern is correct. In the process of training these young women, they
folks constantly got out their old notebooks and talked about projects they had worked on,
interesting things they had done, and pointed out what their cryptic notes meant.
Unfortunately, we have a very short time to capture this from these individuals. This
happened a couple years ago while they were still on the pay roll and still serving in a training
capacity. They are no longer going to be available to do that, unless we find a way to keep
them on part-time. They will be gone at the end of this biennium.

Senator Sorvaag: Is there are lower amount that you can make this work? You’re not getting
it all, but you still could prioritize and it is still some value.

Lynn Helms: Obviously, we did the calculation and this is the maximum amount we could
utilize. Some of these individuals are going to take 2-3 months of that time period off and not
stick around during the cold winter months. We could reduce it by 25-35% and have enough
in there to keep them on, with the exception of that time period that they would rather go to
Mexico or Arizona. | think 50% would make it very hard to capture the value. Something in
the 65-75% of the $217,000 would work.

Senator Sorvaag: Moved $175,000 for recorded notebooks of intellectual knowledge.
Senator Mathern: Second.
Voice vote.

Senator Sorvaag: Asked Adam Mathiak to go over the long sheets.
Attachment # 1 - No changes to the mill and elevator budget, just added the 2 additional
employees. One in food safety and one in utilities.

Attachment # 2 - Housing Finance. Basically, we reconstructed in language SB 2271. We
took out the removing essential workers. Also took out the reporting language too. We
reduced the 25% for developing communities. That was in the bill that went back and forth.
It was lowered to 15% and then no other changes. We did accept the dollar amount, which
is $20 million.



Senate Appropriations Committee

HB 1014 Industrial Commission subcommittee
April 9, 2019

Page 4

Bank of North Dakota — We made no major changes on the top, except the salaries. Adam
Mathiak will walk through the Senate version and explain each section. It starts with that $100
million line of credit. Did that come in with the amendments or the changes the bank wants?

Adam Mathiak: (Reading the Senate Version changes on attachment #3.)

Most of the changes related to the bank of North Dakota relate to rolling SB 2275 into this
bill. Yes, as you mentioned the line of credit, that allows them to put some money into the
infrastructure revolving loan fund prior to the issuance of the bond. So that maybe some
additional loans can be started from the infrastructure revolving loan fund. Then most of the
transfers relating to the economic development programs and the general fund all stay the
same. There is $140 million to the general fund out of the bank profits. The $26 million with
PACE, the $3 million for the Agriculture, $1 million for the biofuels, and then $6 million for the
beginning farmer-revolving loan fund. There is also $15 million of bank profits being used to
buy out some venture capital assets and move them off the bank’s books and into the
development fund. That was the same as the House as well. Then the infrastructure revolving
loan fund, were moved over with small changes and corrections compared to SB 2275. In
addition, there was also a study added related to hedging strategies and the volatility of oil
prices.

(14:04) Senator Sorvaag: The only other items floating out there of your profits. There is still
$20 million between HB 1333 and the higher education. But there is nothing else going on
with the bank? (Correct.) Let’'s go to the main budget, the industrial commission one. All of
the line items are covered in the section except for the salaries and stuff.

Adam Mathiak: (Going over the Industrial Commission budget No. 405.) There was the
compensation change for the $112,000 standard across the budgets. The $108,000 was
added for the additional upgrading expenses related to the 2 contingent FTE positions that
recently started. They are authorized in the 2017-2019 biennium and that contingency was
met. They will be continuing on. This provides operating expenses for them next session. In
the one-time-funding section there was $20,000 added from the high-level radioactive waste
fund for the high-level radioactive waste advisory council. That is related to Sb 2039. There
will be a section or two related to that in the bill. The authorization to spend the money from
that special fund shows up in section 1 of the bill as part of their budget. There is not
continuing appropriation on that fund, so there has to be an appropriation granted to them to
spend it. Since there is no money in the fund, also a section transfers $20,000 from the
general fund to that special fund. That shows up in a separate section of the bill. Looking at
the sections of this, the bond payments, that is the same as the House version. As the bank
also had, some changes related to the infrastructure revolving loan fund and all the bonding
associated with that. Since the public finance agency is underneath the main part of the
budget, those provisions of expanding the bonding authority and authorizing the bonding
show up in this part. The next page, the high-level radioactive waste fund, there are 2
sections in the bill; one is doing the transfer of the $20,000 from the general fund to that
special fund. Section 19 is just identifying that $20,000 in section 1, is actually coming from
the high-level radioactive waste fund. Contingent FTE positions stayed the same. The
subcommittee supported if the oil activity is much stronger, the agency can go to the
emergency commission and pursue that avenue or a deficiency appropriation if needed. The
administrative clause transfers, so there is an adjustment for that based on the compensation
package. The amount did increase a little more on the House side. The transfer didn’t include
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the amounts needed for the health insurance increase, that adjustment was made. It may
seem like a little bit larger of an increase then would be expected. That is to account for the
health insurance that was accidently omitted in the first part. This would be the new corrected
amount. There is also an exemption related to that, but that is from last time’s transfer so
they have flexibility to cover expenses this time with last times money. That was already in
the bill as it came over from the House. There are no changes to the funding identified from
SIIF, the $270,000 for the 2 studies. The abandoned oil and gas well site reclamation fund,
same concept as what the House had with identifying $5 million for the IT project and also
limiting the fund balance associated with the oil allocations. If the fund has $50 million in it,
there would be no new oil allocations, but we are quite a ways from that level. It was at $100
million and this reduces it down to $50 million. There are some sections related to county
levy and bonding authority that are included as part of the changes for the bonding
authorization. That is associated with SB 2275, which was brought into here so it is not in the
House version. The Heritage fund, same as what the House had. Decreasing the limit for the
oil allocations down from $20 million per fiscal year to $7.5 million per fiscal year. That is only
a temporary limit for the 2019-2021 biennium. The 2021-2023, the current law amount would
be back at that $20 million per fiscal year. The oil and gas research fund, the House had it
going from $10 million to $14 million. The additional $4 million would be available for the pilot
project. Then that would change with the subcommittee’s action to go up to $18 million. There
is an exemption provided for some funding that was appropriated during the current session.
It related to the ordinary high water mark. The industrial commission was tasked with working
with an engineering and surveying firm. They did that during this biennium, but they have
asked for an exemption to be able to carry over that funding from SIIF, so it there are any
litigations and they need to produce expert witnesses they would be able to cover that. Then
also, there is language related to the lignite research fund. Some of that came over from the
House. The designation of the $4.5 million from the lignite research fund, that doesn’t require
matching funds. That was continuing into this one but then there was an additional section
that was added to provide legislative intent regarding funding for lignite litigation.

IFF

(21:42) Senator Sorvaag: Any questions by the committee? | think we have covered all we
need to cover to move it to the full committee. | am looking for a motion to approve.

Senator Holmberg: Moved the Senate version of changes to the base level funding.
Senator Mathern: Seconded the motion.

A Roll Call Vote Was Taken: 3 yeas, 0 nays, 0 absent.
Motion carried.

Senator Sorvaag: Thanked the subcommittee and everyone involved. Subcommittee for HB
1014 is adjourned.
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A Bill for an Act for an appropriation to defray the expenses of the Industrial Commission.
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Minutes: 1. Proposed Amendment #19.0202.02004

Chairman Holmberg: Called the committee back to order on HB 1014. Let the record show
that all committee members were present. Adam Mathiak, Legislative Council and Becky
Deichert, OMB were also present. We have three bills that we will be able to look at today,
the first one is going to be 1014, the Industrial Commission.

Senator Sorvaag: Submitted Attachment #1; Amendment 19.0202.02004.

HB 1014 is the Industrial Commission budget. There are substantial amendments to it. why
there is so many pages, and | am just go with what we’re doing and the one thing to start
with, SB 2275 was the $500M infrastructure bonding bill that we passed in Senate
unanimously. It died in the House and now it is in the Industrial Commission budget with a
few changes. Section 5, 6, 17, 21, 22, 23, 24, 25, 26, 28, 29, 31, and 32 all relate to SB 2275.
| am not going to touch on them at all as we go through. One of the main differences is
section 6. | need to note that one. That was not in SB 2275. That allows the Bank of North
Dakota (BND) to set up a line of credit of $10 M. That would just be able to get this thing
going quickly and right away.

The other thing to note is the $26M that would be used in the first biennium to subsidize these
loans, is going to come out of General Fund dollars from the 17-19 biennium. They anticipate
there is going to be quite a few carry over or extra dollars. They would be going to fund this
before they get moved to the Budget Stabilization Fund.

The next item would be on page 3, section 8. SB 2271 was a $40M bill for the Housing
Incentive Fund. It had changed some language. When it left the Senate, we put it at $10M.
In the House, they raised it to $40M, took the language change out, took the appropriations
to 0 and then took it to the floor to kill it. The language already existed in this bill from previous
times. Your subcommittee put in $20M to the Housing Incentive Fund. That is what we did in
section 8.
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Section 20; we earlier approved a bill and it was to setup high level radioactive advisory
group, council, and there was no funding for expenses in it. So, section 20 is putting $20,000
of General Fund dollars into this fund so you can pay the expenses of the council as they do
their work. We have a lot of pages of SB 2275 in the amendments.

The next one | want to point out would be on page 10, section 27. That also has to do with
the Housing Incentive Fund. In SB 2271, there was language that took out the essential
workers, it lowered the amount that had to go to developing communities from 25% to 15%.
It took some recording language out. Section 27 puts those changes into this budget that the
Senate had passed unanimously in SB 2271. We are just putting the language back to match
what SB 2271 did earlier in the session.

(0.04.14) Let’s go to page 13. There’s a couple more little amendments down near the bottom
of section 38. It is a hedging strategy that the BND would authorize them to do. During the
interim in Government Finance, we were supposed to look volatility of our revenues and what
could be done about it. We never came out with any bills but we did talk about options and
strategies. There are some laws that are already on the books that allow some of it but It is
considered by those who know anything about it, that it is not workable.

There was a bill in the House to appropriate some money to do a pilot for this. That got killed.
We are authorizing the BND to experiment it with some in their own operating dollars. | think
the bank anticipates that maybe they could use $40,000 - $50,000 while trying different
things. There are a few other states that have looked at it but no one has really implemented
doing this. The whole purpose is that if this would work to stabilize our revenue from the oil
industry. The only government entity using it, we don’t usually use foreign government as an
example, that's why we’d like a pilot, is that Mexico uses this substantially and they have
stabilized out. It is a questionable strategy but this just allows the bank to do some
experimenting and report to the next legislature in the next biennium.

Section 39 removed most of the litigation money into OMB. This is just 500 that they are
going to be using. It is coming out of the Lignite Research Fund on some litigation issues.
Page 14; there are 4 budgets. We have the main office of the Industrial Commission, the
BND, and the Housing Finance and the Mill and Elevator. The only changes in most of it is
we’re adding two employees to the Mill and Elevator over what the House did. They
requested for two food safety people and two utility workers. The House put in two, one of
each of those positions, and the Senate put the other two in to fully staff them. The
Department of Mineral Resources had requested four contingency employees. Two based
on when the oil hits 20,800 barrels, they’d be able to hire two, and that at 22,500, they wanted
the ability to hire two more. The House just put the two for the first trigger and your Senate
agreed with the actions of the House because with anticipating when they would hit that point,
it would be close to when we will be in session again for the last two. It was also felt they
could go to the Emergency Commission if they needed to look at that. That was more of an
agreement that an add-in.

(0.07.28) Last session, we approved two contingency employees for the Department of
Mineral Resources, just like now. They were hired in December of 2018. Since it was after
they had put their budget in, they had not put in any operating money for those two operate
in the next biennium. There is $108,000 for the operating expenses which is pickups,
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computers, and everything else for those two employees that were hired this last December
for the upcoming biennium. Another request, they have four veteran field people retiring who
kept their notes in notebooks by hand. They are all going to be retiring in the next year. They
wanted the authority to hire them half time for 11 months, the four of them, to record, work,
mentor some, but to record all their hand written notes into a data base for future references.
The House didn’t approve this. Their request was for $217,000. Your Senate subcommittee
put in $175,000. They have to make it work with that amount.

Another change, | am now on the back page of 16. | am going to mention just a couple more
changes. The House allocated $4M and they want to do a natural gas EERC to study
underground storage of natural gas. They want to do a pilot project. They figure it take $4M
to do a pilot project on the storage, how does it work, soil type, etc. The House had approved
one. The request was for two pilot projects. Your subcommittee agreed that we should have
two pilot projects. It will be $8 M coming out of the Oil and Gas Research Fund. There will be
two pilot projects in two different locations. It is critical to our oil fields. If we can’t handle all
the natural gas instead of flaring it, it is can we store it for future use? Your committee agreed
with the request and went with $8 M for two pilot projects. | think | have covered most of the
major amendments that we made to the House budget.

Senator Sorvaag: Moved Amendment 19.0202.02004. 2"? by Senator Mathern.
Chairman Holmberg: Any questions on the amendments. All in favor say aye.

A Voice Vote Was Taken. Motion Carried

Senator Sorvaag: Moved a Do Pass as Amended on HB 1014. 2" by Senator Mathern.

Senator Sorvaag: On the House bill as amended, | am going to mention a couple other
points. The grand total of all the four budgets together is $254M and about $48M of it being
General Funds. The others are Special Funds. The BND operates all off the funds and so
does the elevator. | am looking at a Christmas Tree (version of the bill) that you do not have.
We are taking bank profits this session. we have last session. You hear we are taking $140
M but that is just to transfer to the General Fund. We are taking more than that out of this
budget. We are putting $140M into the General Fund from the profits of the BND this
biennium.

(0.11.55) We are also in an assisting community expansion partnership. That is $26M of their
profits. We are doing $3M and these are all old programs that have been around with an
agriculture partnership and assisting communities. There is a biofuels partnership for $6M to
beginning farmers. There is also $15M that is going to be used to purchase some existing
venture capital assets by the bank. It is more to transfer things around and get it off their
books. That all totals to about $220M. Not in this budget, there are two bills out there going
around and one has $5M with the other having $15M of the bank profits. At this time, we are
pushing the bank pretty hard. With everything going on and if it holds together, there will be
about $250M of their profits are going to be used. They are an important tool in all our
budgets.
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| need to note, the House had did it, the Abandoned Well Fund had been capped at $100M.

That cap has been lowered to $50M. In the Outdoor Fund, last session, we held it to $10M
and in this bill we are capping it at $15M for the biennium. That is $$7.5M per year. They do
have a carryover close to $10M. We are capping that at $15M. The Lignite Research
Development Fund is coming from the House of $4.5M that will be used for marketing and
developing programs. That is the extent of the bill and | would stand for questions.

Senator Robinson: We are going to need to open another bank. It’s the “Bank of the West”.
Chairman Holmberg: Call the roll on a Do Pass as Amended.

A Roll Call Vote Was Taken: 14 yeas, 0 nays, 0 absent. Senator Sorvaag will carry the
bill.

The hearing was closed on HB 1014.
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Title.03000 Senator Sorvaag
Fiscal No. 1 April 9, 2019

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1014

Page 1, line 2, after the semicolon insert "to create and enact section 6-09.4-28 of the North
Dakota Century Code, relating to the infrastructure revolving loan fund debt
repayments;"

Page 1, line 3, after "reenact" insert "sections 6-09-49, 6-09.4-06, and 6-09.4-10, subsection 6
of section 21-03-07, sections 21-03-19, 54-17-40, 57-15-06.6, and 57-47-02, and"

Page 1, line 4, after "to" insert "the infrastructure revolving loan fund, borrowing and lending
authority, reserve funds, expanded bonding authority for counties, the housing
incentive fund, and"

Page 1, line 5, after the first semicolon insert "to repeal section 61-02-78 of the North Dakota
Century Code, relating to a revolving loan fund for water projects;"

Page 1, line 5, replace "and" with "to provide a continuing appropriation; to provide a bond
issuance limitation;"

Page 1, line 6, after "exemption" insert "; to provide for a study; to provide a report; to provide a
statement of legislative intent; to provide an effective date; and to declare an
emergency"

Page 1, remove lines 18 through 24

Page 2, replace line 1 with:

"Salaries and wages $22,014,084 $1,570,366 $23,584,450
Operating expenses 5,305,888 814,339 6,120,227
Capital assets 0 5,000,000 5,000,000
Grants - bond payments 13,210,484 (2,701,717) 10,508,767
Contingencies 221,737 7,807 229,544
Total all funds $40,752,193 $4,690,795 $45,442,988
Less estimated income 15,343,206 2,670,584 18,013,790
Total general fund $25,408,987 $2,020,211 $27,429,198"
Page 2, replace lines 7 through 9 with:

"Bank of North Dakota operations $58,489,204 $4,358,595 $62,847,799
Capital assets 810,000 700,000 1,510,000
Total special funds $59,299,204 $5,058,595 $64,357,799"
Page 2, replace lines 15 through 19 with:

"Salaries and wages $7,892,056 $616,959 $8,509,015
Operating expenses 4,743,355 602,921 5,346,276
Grants 31,794,828 1,671,772 33,466,600
Housing finance agency contingencies 100,000 0 100,000
Total special funds $44,530,239 $2,891,652 $47,421,891"

Page 2, replace lines 25 through 30 with:
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"Salaries and wages $39,308,519
Operating expenses 28,195,000
Contingencies 500,000
Agriculture promotion 210,000
Total special funds $68,213,519
Full-time equivalent positions 153.00
Page 3, replace lines 4 through 6 with:

"Grand total general fund $25,408,987

187,386,168
$212,795,155

Grand total special funds
Grand total all funds

Page 3, replace lines 12 through 19 with:

"Litigation

Industrial water supply asset study
Soil remediation studies

Survey review

Temporary employees
Radioactive waste advisory council
Rare earth elements study
Fracturing sand study

Oil database software upgrade
Total all funds

Less estimated income

Total general fund

Page 4, after line 15, insert:

$7,269,376
1,642,000
0

0
$8,911,376
4.00

$22,040,211
19,532,207
$41,672,418

$1,000,000
150,000
5,000,000
800,000

cNeoNoNoNe]

$6,950,000
6,950,000
$0

$46,577,895
29,837,000
500,000
210,000
$77,124,895
157.00"

$47,449,198
206,918,375
$254,367,573"

$0

0

0

0

175,000
20,000
160,000
110,000
5,000,000
$5,465,000
5,290,000
$175,000"

"SECTION 5. APPROPRIATION - 2017-19 BIENNIUM - PUBLIC FINANCE
AUTHORITY - EXEMPTION. There is appropriated out of any moneys in the general
fund in the state treasury, not otherwise appropriated, the sum of $26,000,000, or so
much of the sum as may be necessary, to the public finance authority for the purpose
of debt service repayments associated with bonds issued to support the infrastructure
revolving loan fund, for the period beginning with the effective date of this Act and
ending June 30, 2019. The funding provided in this section is not subject to section
54-44.1-11 and may be continued into the biennium beginning July 1, 2019, and ending

June 30, 2021.

SECTION 6. APPROPRIATION - BANK OF NORTH DAKOTA - LINE OF
CREDIT. The Bank of North Dakota may extend a line of credit, not to exceed
$100,000,000, to the infrastructure revolving loan fund established under section
6-09-49. The Bank may access the line of credit, to the extent necessary, the sum of
which is appropriated, for the purpose of financing loans under the infrastructure
revolving loan fund prior to a bond issuance by the public finance authority, for the
biennium beginning July 1, 2019, and ending June 30, 2021. The interest rate
associated with the line of credit must be the same as the prevailing interest rate
charged by the Bank to North Dakota governmental entities. If a line of credit is
extended pursuant to this section, the Bank shall repay the line of credit from bond
proceeds associated with the bonds issued by the public finance authority to support

the infrastructure revolving loan fund.

SECTION 7. APPROPRIATION - TRANSFER GENERAL FUND TO HIGH-
LEVEL RADIOACTIVE WASTE FUND. There is appropriated out of any moneys in the
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general fund in the state treasury, not otherwise appropriated, the sum of $20,000,
which the office of management and budget shall transfer to the high-level radioactive
waste fund during the biennium beginning July 1, 2019, and ending June 30, 2021. The
funding provided in this section is considered a one-time funding item.

SECTION 8. APPROPRIATION - TRANSFER GENERAL FUND TO HOUSING
INCENTIVE FUND. There is appropriated out of any moneys in the general fund in the
state treasury, not otherwise appropriated, the sum of $20,000,000, which the office of
management and budget shall transfer to the housing incentive fund during the
biennium beginning July 1, 2019, and ending June 30, 2021. The funding provided in
this section is considered a one-time funding item."

Page 4, line 16, replace "APPROPRIATION" with "FUNDING"
Page 4, line 16, remove "FUNDING"

Page 4, line 26, replace "$1,150,782" with "$1,172,603"

Page 6, after line 3, insert:

"SECTION 17. TRANSFER INFRASTRUCTURE REVOLVING LOAN FUND
FOR WATER PROJECTS TO INFRASTRUCTURE REVOLVING LOAN FUND. The
state water commission shall transfer any outstanding loans from the infrastructure
revolving loan fund under section 61-02-78 to the infrastructure revolving loan fund
during the biennium beginning July 1, 2019, and ending June 30, 2021."

Page 6, after line 12, insert:

"SECTION 20. ESTIMATED INCOME - HIGH-LEVEL RADIOACTIVE WASTE
FUND. The operating expenses line item and the estimated income line item in
subdivision 1 of section 1 of this Act include $20,000 from the high-level radioactive
waste fund for reimbursing travel and other expenses of the high-level radioactive
waste advisory council.

SECTION 21. AMENDMENT. Section 6-09-49 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-49. Infrastructure revolving loan fund —Continuing appropriation.

4+ Fhe infrastructure revolving loan fund is-a speecial-fund-in the state treasury
from which the Bank of North Dakota shall provide loans to pelitical
subdivisions for essential infrastructure projeets. Fhe Bank shall administer
the infrastructure reveolving loan fund-The -maximum-term-of -a loan-made
whder this seetion is thirty years. A loan made from the fund under this
section-must have-an-interest rate that doesnot-exceed two percent per
year

2- Forpurposes-of this-section,"essential-infrastructure-projects™means
capital construction projects-for the follewing:

a New or replacement of existing water treatment plants:
b- New or replacement of existing wastewater treatment plants:
& Neworreplacement of existing sewerlines-and-water inres-and
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& New or replacement of existing storm water and transportation
infrastructure-including eurb-and-gutter-construction.

Ir processing peolitical subdivision loan applications under this seetion, the
Bank-shall-caleulate-the-maximum-loan-amount-forwhich-a-qualified
applicant-may-qualify,-not-to-exceed-fifteen-million-dolars-per loan-The
Bank shall consider the applicant's ability to repay the loan when
processing the-application and shall-issue loans enly-to applicantsthat
provide reasonable assurance of sufficient future income to repay the loan.

Fhe Bank shall depesit in the infrastrueture revolving loan furd all
payments-of interest-and principal paid under loans-made-from-the
infrastructure-revelving-loan-fund-Fhe-Bank-may-use-a-peortion-of the
interest paid on the outstanding loans as a servicing fee to pay for
administrative costs which may not exceed one half of one percent of the
ameount-of the interest payment-AH-moneys transferred to the fund, interest
upon meneys-in the fund,-and payments to the-fund of principal and
interest are appropriated to the Bank on-a continding-basis for
administrative costs and for loan disbursement aceording to this seetion.

Fhe Banlc-may-adopt-policies-and-establish-guidelines-to-administer this
loan program in accordance with the provisions of this section and to
supplement and leverage the funds in the infrastructure revolving loan
fund-Additionally; the-Banrk may adopt policies alowing participation by
local finanecial institutions.

Infrastructure revolving loan fund - Bank of North Dakota - Continuing

appropriation.

1.

The infrastructure revolving loan fund is a special fund in the state treasury
administered by the Bank of North Dakota. The Bank shall use moneys in
the fund to provide loans to political subdivisions for eligible infrastructure
projects pursuant to subsections 6 and 7 and to provide loans to
institutions of higher education for eligible infrastructure projects pursuant
to subsection 8.

The Bank may adopt policies and establish guidelines to administer the

w0

loan program in accordance with this section, including policies to
supplement and leverage the moneys in the fund and policies to allow
participation by local financial institutions. A loan made from the fund must
have an interest rate that does not exceed two percent per year. The
maximum term of a loan for an infrastructure project under subsections 6
and 8 is thirty years, and the maximum term of a loan for an infrastructure
project under subsection 7 is forty years.

All principal and interest payments received on loans made from the
infrastructure revolving loan fund must be deposited into the fund. The
Bank may use a portion of the interest paid on the outstanding loans as a
servicing fee to pay administrative costs, which may not exceed one-half of
one percent of the amount of the interest payment. All moneys transferred
to the fund, interest upon moneys in the fund, and payments to the fund of

principal and interest are appropriated to the Bank on a continuing basis

for administrative costs and for loan disbursement under this section.
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An applicant shall issue an evidence of indebtedness as authorized by law.

An institution of higher eduction shall identify at least one funding source
for the debt repayment, including:

a. Tuition or fee revenue collected by the institution of higher education;

b. Distributions of state aid received by the institution of higher education
under chapter 15-18.2; or

c. Other sources of revenue.

In processing loan applications under this section, the Bank shall calculate

the maximum loan amount available to a qualified applicant. Each
applicant may have no more than twenty-five million dollars of outstanding
loans from the fund for infrastructure projects under subsections 6 and 8.
The Bank shall consider the ability of the applicant to repay the loan when
processing the application and shall issue loans only to applicants that
provide reasonable assurance of sufficient future income to repay the loan.
If an infrastructure project qualifies for funding through the state revolving
fund established pursuant to chapters 61-28.1 and 61-28.2, the Bank shall
verify the loan application is for the portion of the project that is ineligible to
receive funding from the state revolving fund.

Eligible infrastructure projects are capital construction projects to construct

new infrastructure or to replace existing infrastructure which provide the
fixed installations necessary for the function of a political subdivision and
are in best interest of the public. Except for routine maintenance and repair
projects, eligible capital construction projects include:

a. Water treatment plants;

b. Wastewater treatment plants;

c. Sewer lines and water lines, including lift stations and pumping
systems;

d.  Water storage systems, including dams, water tanks, and water
towers;

e. Storm water infrastructure, including curb and gutter construction;

f. Road and bridge infrastructure, including paved and unpaved roads
and bridges;

g. Airportinfrastructure;

h. Electricity transmission infrastructure;

i. Natural gas transmission infrastructure; and

. Communications infrastructure, excluding fiber optic infrastructure.

Eligible infrastructure projects are capital construction projects to construct

new infrastructure or to replace existing infrastructure which provide the

fixed installations necessary for the function of a political subdivision and
are in the best interest of the public. Except for routine maintenance and
repair projects, eligible capital construction projects include:
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a. Flood control;

b. Water supply; and

c. Water management.

Eligible infrastructure projects for institutions of higher education are
capital construction projects to construct new infrastructure or to replace
existing infrastructure which provide the fixed installations necessary for
the function of the institution and are in the best interest of the public.
Except for routine maintenance and repair projects, capital construction
projects include:

a. Sewer lines and water lines;

b.  Storm water infrastructure, including curb and gutter construction; and

c. Road infrastructure.

SECTION 22. AMENDMENT. Section 6-09.4-06 of the North Dakota Century
Code is amended and reenacted as follows:

6-09.4-06. Lending and borrowing powers generally.

1

I

The public finance authority may lend money to political subdivisions or
other contracting parties through the purchase or holding of municipal
securities which, in the opinion of the attorney general, are properly eligible
for purchase or holding by the public finance authority under this chapter or
chapter 40-57 and for purposes of the public finance authority's capital
financing program the principal amount of any one issue does not exceed
five hundred thousand dollars. However, the public finance authority may
lend money to political subdivisions through the purchase of securities
issued by the political subdivisions through the capital financing program
without regard to the principal amount of the bonds issued, if the industrial
commission approves a resolution that authorizes the public finance
authority to purchase the securities. The capital financing program
authorizing resolution must state that the industrial commission has
determined that private bond markets will not be responsive to the needs
of the issuing political subdivision concerning the securities or, if it appears
that the securities can be sold through private bond markets without the
involvement of the public finance authority, the authorizing resolution must
state reasons for the public finance authority's involvement in the bond
issue. The public finance authority may hold such municipal securities for
any length of time it finds to be necessary. The public finance authority, for
the purposes authorized by this chapter or chapter 40-57, may issue its
bonds payable solely from the revenues available to the public finance
authority which are authorized or pledged for payment of public finance
authority obligations, and to otherwise assist political subdivisions or other
contracting parties as provided in this chapter or chapter 40-57.

The public finance authority may lend or transfer money to the Bank of
North Dakota underas follows:

a. Under terms and conditions requiring the Bank to use the proceeds to

make loans for agricultural improvements that qualify for assistance
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under the revolving loan fund program established by chapter 61-28.2;
and

b. Under terms and conditions requiring the Bank to use the transferred
proceeds to make loans for infrastructure projects that qualify for
assistance under the infrastructure revolving loan fund established
under section 6-09-49 and to use the transferred proceeds to support
the resources trust fund. Bonds issued for this purpose are payable in
each biennium solely from amounts the legislative assembly may
appropriate for debt service for any biennium or from a reserve fund
established for the bonds. This section does not require the state to
appropriate funds sufficient to make debt service payments with
respect to the bonds or replenish a related reserve fund. The bonds
are not a debt of the Bank or the state, and the full faith, credit, and
taxing powers of the state are not pledged to the payment of the
bonds. The obligation of the public finance authority with respect to
the bonds must terminate and the bonds are no longer outstanding as
of the date appropriated funds and reserves are insufficient to pay
debt service on the bonds. In addition to providing funds for transfers
to the Bank, the public finance authority may use the bond proceeds
to pay the costs of issuance of the bonds and establish a reserve fund
for the bonds.

Bonds of the public finance authority issued under this chapter or chapter
40-57 are not in any way a debt or liability of the state and do not
constitute a loan of the credit of the state or create any debt or debts,
liability or liabilities, on behalf of the state, or constitute a pledge of the faith
and credit of the state, but all such bonds are payable solely from
revenues pledged or available for their payment as authorized in this
chapter. Each bond must contain on its face a statement to the effect that
the public finance authority is obligated to pay such principal or interest,
and redemption premium, if any, and that neither the faith and credit nor
the taxing power of the state is pledged to the payment of the principal of
or the interest on such bonds. Specific funds pledged to fulfill the public
finance authority's obligations are obligations of the public finance
authority.

All expenses incurred in carrying out the purposes of this chapter or
chapter 40-57 are payable solely from revenues or funds provided or to be
provided under this chapter or chapter 40-57 and nothing in this chapter
may be construed to authorize the public finance authority to incur any
indebtedness or liability on behalf of or payable by the state.

SECTION 23. AMENDMENT. Section 6-09.4-10 of the North Dakota Century
Code is amended and reenacted as follows:

6-09.4-10. Reserve fund.

1.

The public finance authority shall establish and maintain a reserve fund in
which there must be deposited all moneys appropriated by the state for the
purpose of the fund, all proceeds of bonds required to be deposited therein
by terms of any contract between the public finance authority and its
bondholders or any resolution of the public finance authority with respect to
the proceeds of bonds, any other moneys or funds of the public finance
authority which it determines to deposit therein, any contractual right to the
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receipt of moneys by the public finance authority for the purpose of the
fund, including a letter of credit or similar instrument, and any other
moneys made available to the public finance authority only for the
purposes of the fund from any other source or sources. Moneys in the
reserve fund must be held and applied solely to the payment of the interest
on and the principal of bonds and sinking fund payments as the same
become due and payable and for the retirement of bonds, including
payment of any redemption premium required to be paid when any bonds
are redeemed or retired prior to maturity. Moneys in the reserve fund may
not be withdrawn therefrom if the withdrawal would reduce the amount in
the reserve fund to an amount less than the required debt service reserve,
except for payment of interest then due and payable on bonds and the
principal of bonds then maturing and payable and sinking fund payments
and for the retirement of bonds in accordance with the terms of any
contract between the public finance authority and its bondholders and for
the payments on account of which interest or principal or sinking fund
payments or retirement of bonds, other moneys of the public finance
authority are not then available in accordance with the terms of the
contract. The required debt service reserve must be an aggregate amount
equal to at least the largest amount of money required by the terms of all
contracts between the public finance authority and its bondholders to be
raised in the then current or any succeeding calendar year for the payment
of interest on and maturing principal of outstanding bonds, and sinking
fund payments required by the terms of any contracts to sinking funds
established for the payment or redemption of the bonds.

If the establishment of the reserve fund for an issue or the maintenance of
an existing reserve fund at a required level under this section would
necessitate the investment of all or any portion of a new reserve fund or all
or any portion of an existing reserve fund at a restricted yield, because to
not restrict the yield may cause the bonds to be taxable under the Internal
Revenue Code, then at the discretion of the public finance authority no
reserve fund need be established prior to the issuance of bonds or the
reserve fund need not be funded to the levels required by other
subsections of this section or an existing reserve fund may be reduced.

No bonds may be issued by the public finance authority unless there is in
the reserve fund the required debt service reserve for all bonds then
issued and outstanding and the bonds to be issued. Nothing in this chapter
prevents or precludes the public finance authority from satisfying the
foregoing requirement by depositing so much of the proceeds of the bonds
to be issued, upon their issuance, as is needed to achieve the required
debt service reserve. The public finance authority may at any time issue its
bonds or notes for the purpose of providing any amount necessary to
increase the amount in the reserve fund to the required debt service
reserve, or to meet such higher or additional reserve as may be fixed by
the public finance authority with respect to such fund.

In order to assure the maintenance of the required debt service reserve,
there shall be appropriated by the legislative assembly and paid to the
public finance authority for deposit in the reserve fund, such sum, if any, as
shall be certified by the industrial commission as necessary to restore the
reserve fund to an amount equal to the required debt service reserve.
However, the commission may approve a resolution for the issuance of
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bonds, as provided by section 6-09.4-06, which states in substance that
this subsection is not applicable to the required debt service reserve for
bonds issued under that resolution.

If the maturity of a series of bonds of the public finance authority is three
years or less from the date of issuance of the bonds, the public finance
authority may determine that no reserve fund need be established for that
respective series of bonds. If such a determination is made, holders of that
respective series of bonds may have no interest in or claim on existing
reserve funds established for the security of the holders of previously
issued public finance authority bonds, and may have no interest in or claim
on reserve funds established for the holders of subsequent issues of
bonds of the public finance authority.

The industrial commission may determine that this section is inapplicable
in whole or in part for bonds issued undersesetionas follows:

a. Under section 6-09.4-06 and as authorized by the sixty-sixth
legislative assembly:;

b. Under section 6-09.4-24; or under

c. _Under the public finance authority's state revolving fund program.

SECTION 24. Section 6-09.4-28 of the North Dakota Century Code is created
and enacted as follows:

6-09.4-28. Debt service requirements - Infrastructure revolving loan fund -

Resources trust fund.

Each biennium, the public finance authority shall request from the legislative

assembly an appropriation from the general fund to meet the debt service requirements
for evidences of indebtedness issued by the authority to support the infrastructure

revolving loan fund and the resources trust fund.

SECTION 25. AMENDMENT. Subsection 6 of section 21-03-07 of the North
Dakota Century Code is amended and reenacted as follows:

6.

The governing body of any county may also by resolution adopted by a
two-thirds vote dedicate the tax levy authorized by section 57-15-06.6 and
subsection 5 of section 57-15-06.7 and may authorize and issue general
obligation bonds to be paid by the dedicated levy for the purpose-ef
providing funds for the purehase, construction, reconstruction, of repair of
regional or county correction centers, oF parks and recreational
faeilitiespurposes identified under section 57-15-06.6 and subsection 5 of
section 57-15-06.7; provided, that the initial resolution authorizing the tax
levy dedication and general obligation bonds must be published in the
official newspaper, and any owner of taxable property within the county
may, within sixty days after publication, file with the county auditor a
protest against the adoption of the resolution. Protests must be in writing
and must describe the property which is the subject of the protest. If the
governing body finds such protests to have been signed by the owners of
taxable property having an assessed valuation equal to five percent or
more of the assessed valuation of all taxable property within the county, as
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theretofore last finally equalized, all further proceedings under the initial
resolution are barred.

SECTION 26. AMENDMENT. Section 21-03-19 of the North Dakota Century
Code is amended and reenacted as follows:

21-03-19. Bonds - Terms.

Bonds issued under this chapter must be authorized by resolution, bear such
date or dates, be in such denomination or denominations, be in such form, be subject
to redemption with or without premium, and be subject to such other terms or
conditions as in the judgment of the municipality are in the public interest of the
municipality, and must provide that the last installment of principal falls due not more
than twenty years from the date of the bonds or not more than thirty years for bonds
sold to the entities under section 21-03-30. The requirements of this section apply to
each new issue of bonds, or if so determined by the governing body, to the bonds of a
new issue combined with all of the outstanding bonds of one or more designated
issues of bonds previously issued and similarly payable from taxes or other sources of
revenues, or both, as the case may be.

SECTION 27. AMENDMENT. Section 54-17-40 of the North Dakota Century
Code is amended and reenacted as follows:

54-17-40. Housing incentive fund - Continuing appropriation - Report to
budget section.

1. The housing incentive fund is created as a special revolving fund at the
Bank of North Dakota. The housing finance agency may direct
disbursements from the fund and a continuing appropriation from the fund
is provided for that purpose.

2. a. After apublic hearing, the housing finance agency shall create an
annual allocation plan for the distribution of the fund. At least twenty-
fivefifteen percent of the fund must be used to assist developing
communities to address an unmet housing need or alleviate a housing
shortage.

b. The annual allocation plan must give first priority threugh-its-seering
and ranking process to housing for essential service workers-For
purpeses-of this subsection; "essential service workers' means
individuals-employed by a eity,-county-school district-medical-orlong-
term eare facility, the state of North Dakoeta; or others as determined
by the heousing finance ageney who fulfill an essential public service.

e Fhe-second-priority-in-the-annual-allocation-plan-must-be to provide
housing for individuals and families of low or moderate income. For
purposes of this seeend priority, eligible income limits are determined
as a percentage of median family income as published in the most
recent federal register notice. Under this seeend priority, the annual
allocation plan must give preference to projects that benefit
households with the lowest income and to projects that have rent
restrictions at or below department of housing and urban development
published federal fair market rents or department of housing and
urban development section 8 payment standards.
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3. The housing finance agency shall adopt guidelines for the fund so as to
address unmet housing needs in this state. Assistance from the fund may

be used solely for:

a. New construction, rehabilitation, or acquisition of a multifamily housing
project;

b. Gap assistance, matching funds, and accessibility improvements;

c. Assistance that does not exceed the amount necessary to qualify for a
loan using underwriting standards acceptable for secondary market
financing or to make the project feasible; and

d. Rental assistance, emergency assistance, or targeted supportive
services designated to prevent homelessness.

4. Eligible recipients include units of local, state, and tribal government; local
and tribal housing authorities; community action agencies; regional
planning councils; and nonprofit organizations and for-profit developers of
multifamily housing. Individuals may not receive direct assistance from the
fund.

5. Except for subdivision d of subsection 3, assistance is subject to
repayment or recapture under the guidelines adopted by the housing
finance agency. Any assistance that is repaid or recaptured must be
deposited in the fund and is appropriated on a continuing basis for the
purposes of this section.

6. The agency may collect a reasonable administrative fee from the fund,
project developers, applicants, or grant recipients. The origination fee
assessed to grant recipients may not exceed five percent of the project
award.

7.  Fhe housing-finance-agenecy-shall-maintain-a-register-reflecting-the-rumber
of housing uhits owned oF master leased by eities, eounties; school
districts-or-otheremployers-of-essential-service-workers—This-register
must alse reflect those entities that are-providing-rent-subsidies for their
essential-werkers.

8- Upon request, the housing finance agency shall report to the industrial
commission regarding the activities of the housing incentive fund.

9.8. Atleast once per biennium, the housing finance agency shall provide a
report to the budget section of the legislative management regarding the
activities of the housing incentive fund. Fhe-report-mustinclude-the
follewing:

&  Fhe overall rumber of units owned, master leased; or subsidized by
peolitical subdivisions or other employers of essential service workers:
and

b:  Alisting of projects-approved and the number of units-within those
projeets that provide housing for essential service workers.

SECTION 28. AMENDMENT. Section 57-15-06.6 of the North Dakota Century
Code is amended and reenacted as follows:
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57-15-06.6. County capital projects levy.

1. The board of county commissioners of each county may levy an annual tax
not exceeding ten mills plus any voter-approved additional levy as
provided in subsection 8 of section 57-15-06.7 for the purpose of the
following capital projects:

4 a. Constructing and equipping and maintaining structural and
mechanical components of regional or county corrections centers or
for the purpose of contracting for corrections center space capacity
from another public or private entity.

2- b. Acquiring real estate as a site for public parks and construction and
equipping and maintaining structural and mechanical components of
recreational facilities under section 11-28-06.

3- c¢. Acquiring real estate as a site for county buildings and operations and
constructing and equipping and maintaining structural and mechanical
components of county buildings and property.

4. d. Acquiring real estate as a site for county fair buildings and operations
and constructing and equipping and maintaining structural and
mechanical components of county fair buildings and property as
provided in section 4-02-26.

& e. Acquiring and developing real estate, capital improvements, buildings,
pavement, equipment, and debt service associated with financing for
county supported airports or airport authorities.

6- f. Expenditures for the cost of leasing as an alternative means of
financing for any of the purposes for which expenditures are
authorized under subseetions-tsubdivisions a through 5e.

d. Improvement of the county road system, including the acquisition of
land, construction of new paved and unpaved roads and bridges,
replacement of existing paved and unpaved roads and bridges, and
maintenance and repair of existing paved and unpaved roads and

bridges.

Any voter-approved levy for the purposes specified in this section
approved by the electors before January 1, 2015, remains effective
through 2024 or the period of time for which it was approved by the
electors, whichever is less, under the provisions of law in effect at the time
it was approved. After January 1, 2015, approval or reauthorization by
electors of increased levy authority under this section may not be effective
for more than ten taxable years.

I

SECTION 29. AMENDMENT. Section §7-47-02 of the North Dakota Century
Code is amended and reenacted as follows:

§7-47-02. County authorized to borrow - Term - Interest rate.

Whenever in the judgment of the board of county commissioners all taxes
authorized to be levied in any one year for general or special county purposes are
insufficient to carry on the primary governmental functions, or to pay the mandatory
obligations imposed by law upon a county, then such a county may borrow money in
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such an amount as the board shall determine to be necessary to meet the deficiencies
existing in its general or special funds, or to carry on primary governmental functions,
and to pay mandatory obligations. For the purpose of borrowing, a county may issue
evidences of indebtedness, which must consist of an agreement by the county to pay a
stated sum on a specified date, or on or before a specified date, not more than
fivetwenty years in the future, together with interest thereon at a rate or rates resulting
in an average annual netinterest cost not to exceed twelve percent per annum if sold
privately, or with no interest rate ceiling if sold at a public sale or to the state of North
Dakota or any of its agencies or instrumentalities. A public sale must comply with the
procedures set out in chapter 21-03. There is no requirement for an advertisement for
bids if an evidence of indebtedness is sold privately or to the state of North Dakota or
any of its agencies or instrumentalities."

Page 6, after line 26, insert:

"SECTION 31. REPEAL. Section 61-02-78 of the North Dakota Century Code is
repealed.

SECTION 32. PUBLIC FINANCE AUTHORITY - BOND ISSUANCE
LIMITATION. Pursuant to the bonding authority under section 6-09.4-06, the public
finance authority may issue up to $500,000,000 of evidences of indebtedness, but not
in an amount that would cause the repayments to exceed $55,000,000 per biennium,
for the purpose of supporting the infrastructure revolving loan fund and the resources
trust fund during the biennium beginning July 1, 2019, and ending June 30, 2021. Of
the total evidences of indebtedness issued by the public finance authority, an amount
equal to the outstanding principal balance of loans transferred under section 17 of this
Act must be used to support the resources trust fund, and the remaining amount must
be used to support the infrastructure revolving loan fund. The term of any evidences of
indebtedness issued under this section may not exceed thirty years. The public finance
authority may issue bond anticipation notes for the purpose of financing loans under
the infrastructure revolving loan fund prior to a bond issuance."

Page 7, line 8, replace "$14,000,000" with "$18,000,000"
Page 7, line 11, replace "$4,000,000" with "$8,000,000"
Page 7, line 13, replace "a pilot project" with "pilot projects"
Page 7, line 14, replace "project” with "projects"

Page 8, after line 16, insert:

"SECTION 38. HEDGING STRATEGIES STUDY - BANK OF NORTH DAKOTA
- REPORT TO LEGISLATIVE ASSEMBLY. During the 2019-20 interim, the Bank of
North Dakota shall conduct a study on the use of various hedging strategies to protect
the state from volatile swings in oil prices. Before January 15, 2021, the Bank of North
Dakota shall report the results of its study to the appropriations committees of the
sixty-seventh legislative assembly.

SECTION 39. LEGISLATIVE INTENT - LIGNITE RESEARCH FUND - LIGNITE
LITIGATION. It is the intent of the sixty-sixth legislative assembly that at least $500,000
of the funding in section 37 of this Act and any funding deposited in the lignite research
fund related to successful litigation is available from the lignite research fund to be
used to pay fees associated with lignite litigation that may be brought by the state to
protect and promote the continued development of lignite resources.
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SECTION 40. EFFECTIVE DATE. Section 31 of this Act becomes effective
July 1, 2021.

SECTION 41. EMERGENCY. Section 5 of this Act is declared to be an
emergency measure."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
House Bill No. 1014 - Summary of Senate Action

Base House Senate Senate
Budget Version Changes Version

Office of Management and

Budget

Total all funds $0 $0 $20,020,000 $20,020,000

Less estimated income 0 0 0 0

General fund $0 $0 $20,020,000 $20,020,000

FTE 0.00 0.00 0.00 0.00
Industrial Commission

Total all funds $40,752,193 $45,027,118 $415,870 $45,442,988

Less estimated income 15,343,206 17,987,425 26,365 18,013,790

General fund $25,408,987 $27,039,693 $389,505 $27,429,198

FTE 110.25 112.25 0.00 112.25
Bank of North Dakota

Total all funds $59,299,204 $64,164,235 $193,564 $64,357,799

Less estimated income 59,299,204 64,164,235 193,564 64,357,799

General fund $0 $0 $0 $0

FTE 181.50 181.50 0.00 181.50
Housing Finance Agency

Total all funds $44,530,239 $47,374,675 $47,216 $47,421,891

Less estimated income 44,530,239 47,374,675 47,216 47,421,891

General fund $0 $0 $0 $0

FTE 4400 44,00 0.00 44,00
Mill and Elevator

Total all funds $68,213,519 $76,839,812 $285,083 $77,124,895

Less estimated income 68,213,519 76,839,812 285,083 77,124,895

General fund $0 $0 $0 $0

FTE 153.00 155.00 2.00 157.00
Bill total

Total all funds $212,795,155 $233,405,840 $20,961,733 $254,367,573

Less estimated income 187,386,168 206,366,147 552,228 206,918,375

General fund $25,408,987 $27,039,693 $20,409,505 $47,449,198

FTE 488.75 49275 2.00 49475

House Bill No. 1014 - Office of Management and Budget - Senate Action

Base House Senate Senate

Budget Version Changes Version
High-level radioactive waste $20,000 $20,000

fund

Housing incentive fund 20,000.000 20,000,000
Total all funds $0 $0 $20,020,000 $20,020,000
Less estimated income 0 0 0 0
General fund $0 $0 $20,020,000 $20,020,000
FTE 0.00 000 | 0.00 0.00
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Department 110 - Office of Management and Budget - Detail of Senate Changes

High-level radioactive waste
fund
Housing incentive fund

Total all funds
Less estimated income
General fund

FTE

' One-time funding of $20,000 is added from the general fund for a transfer to the high-level radioactive waste fund.

2 One-time funding of $20 million is added from the general fund for a transfer to the housing incentive fund.

Transfer to Transfer to |
High-Level Housing
Radioactive Incentive Total Senate
Waste Fund! Fund? Changes
$20,000 $20,000
$20,000,000 20,000,000
$20,000 $20,000,000 $20,020,000
0 0 0
$20,000 $20,000,000 $20,020,000
0.00 0.00 0.00

House Bill No. 1014 - Industrial Commission - Senate Action

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income
General fund

FTE

Base House Senate Senate

Budget Version Changes Version
$22,014,084 $23,296,820 $287,630 $23,584,450
5,305,888 5,991,987 128,240 6,120,227
5,000,000 5,000,000
13,210,484 10,508,767 10,508,767
21,737 229,544 229,544
$40,752,193 $45,027,118 $415,870 $45,442,988
15,343,206 17,987,425 26,365 18,013,790
$25,408,987 $27,039,693 $389,505 $27,429,198
110.25 112.25 0.00 112.25

Department 405 - Industrial Commission - Detail of Senate Changes

Salaries and wages
Operating expenses
Capital assets

Grants - Bond payments
Contingencies

Total all funds
Less estimated income
General fund

FTE

" Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with a minimum monthly
increase of $120 and a maximum monthly increase of $200, and a 2.5 percent salary increase on July 1, 2020. The
House provided funding for salary increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

2 Funding is added for operating expenses associated with 2 contingent FTE positions that were authorized in the

Adds Funding
Adjusts Adjusts for
Funding for Funding for Adds Funding Radioactive
Salary Operating for Temporary Waste Total Senate

Increases! Expenses? Employees? Council* Changes
$112,630 $175,000 $287,630
$108,240 $20,000 128,240
$112,630 $108,240 $175,000 $20,000 $415,870
6,365 0 0 20,000 26.365
$106,265 $108,240 $175,000 $0 $389,505
0.00 0.00 0.00 0.00 0.00

2017-19 biennium and will continue in the 2019-21 biennium since the contingency was met.

3 One-time funding of $175,000 from the general fund is added to hire temporary employees to record historical

information to provide guidance to current and future employees.

4 One-time funding of $20,000 from the high-level radioactive waste fund is added for reimbursing travel costs of the
high-level radioactive waste advisory council. The amendment also includes a transfer of $20,000 from the general

fund to the high-level radioactive waste fund. The House did not include this funding.
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This amendment also includes the following items related to the Industrial Commission:

= Appropriates $26 million from the general fund during the 2017-19 biennium and allows the funding to continue
in the 2019-21 biennium to repay bonds issued by the Public Finance Authority. An emergency clause is
included related to the appropriation. The House did not include this funding.

Adjusts the transfer for administrative costs to provide a total transfer of $1,172,603. The House provided for a
transfer of $1,150,782.

Increases oil and gas tax revenue allocations to the oil and gas research fund for the 2019-21 biennium by

$8 million, from $10 million to $18 million for contracting with the Energy and Environmental Research Center
for pilot projects relating to underground storage of produced natural gas. The House increased the allocations
by $4 million for this purpose.

Amends provisions of law relating to the Public Finance Authority's authorization to issue bonds to support the
infrastructure revolving loan fund and resources trust fund. The House did not amend these provisions of law.
Clarifies the authority of counties to access loans from the infrastructure revolving loan fund. The House did not
clarify the authority of counties to access loans from the infrastructure revolving loan fund.

+  Authorizes the Public Finance Authority to issue up to $500 million of bonds to support the infrastructure
revolving loan fund and the resources trust fund with a term of 30 years and authorizes bond anticipation notes.
The House did not include authorization for bonds.

Identifies $20,000 from the high-level radioactive waste fund for reimbursing travel and other expenses of the
high-level radioactive waste advisory council. The House did not provide funding for the council.

«  Authorizes counties to use property taxes levied for capital projects for county road projects and allows
counties to borrow for up to 20 years when taxes are insufficient to meet the needs of the county, an increase
from the current limit of 5 years. The House did not change the levy and bonding authority for counties.
Provides legislative intent related to funding for lignite litigation expenses from the lignite research fund. The
House did not include legislative intent for lignite litigation.

House Bill No. 1014 - Bank of North Dakota - Senate Action

Base House Senate Senate

Budget Version Changes Version
Capital assets $810,000 $1,510,000 $1,510,000
Bank of North Dakota 58,489,204 62,654,235 $193,564 62,847,799

operations

Total all funds $59,299,204 $64,164,235 | $193,564 $64,357,799
Less estimated income 59,299,204 64,164,235 193,564 64,357,799
General fund $0 $0 | $0 $0
FTE 181.50 18150 | 0.00 181.50

Department 471 - Bank of North Dakota - Detail of Senate Changes

Adjusts
Funding for
Salary Total Senate

Increases! Changes
Capital assets
Bank of North Dakota $193,564 $193,564

operations

Total all funds $193,564 $193,564
Less estimated income 193,564 193,564
General fund $0 $0
FTE 0.00 0.00

' Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with a minimum monthly
increase of $120 and a maximum monthly increase of $200, and a 2.5 percent salary increase on July 1, 2020. The
House provided funding for salary increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

This amendment also includes the following items related to the Bank of North Dakota:
Authorizes the Bank to extend a line of credit up to $100 million to the infrastructure revolving loan fund to
support new loans from the fund prior to the issuance of bonds by the Public Finance Authority. The House did
notinclude a line of credit for the infrastructure revolving loan fund.

Requires the State Water Commission to transfer outstanding loans for water projects to the infrastructure
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revolving loan fund related to the repeal of a revolving loan fund designated for water projects. The repeal of
the revolving loan fund is effective July 1, 2021. The House did not transfer outstanding loans for water projects
or repeal the revolving loan fund designated for water projects.
+  Amends North Dakota Century Code Section 6-09-49 relating to the infrastructure revolving loan fund to allow
additional entities, including institutions of higher education, to obtain low-interest loans for infrastructure
projects, and to expand the types of eligible infrastructure projects. The House did not expand the infrastructure

revolving loan fund.

+  Provides for the Bank to study hedging strategies related to the volatility of oil prices. The House did not include
a study of hedging strategies.

House Bill No. 1014 - Housing Finance Agency - Senate Action

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

Base House Senate Senate

Budget Version Changes Version
$7,892,056 $8,461,799 $47,216 $8,509,015
4,743,355 5,346,276 5,346,276
31,794,828 33,466,600 33,466,600
100,000, 100,000 100,000
$44,530,239 $47,374,675 $47,216 $47,421,891
44 530,239 47,374,675 47,216 47,421,891
$0 $0 $0 $0
44,00 44,00 0.00 44,00

Department 473 - Housing Finance Agency - Detail of Senate Changes

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

Adjusts
Funding for
Salary Total Senate

Increases! Changes
$47,216 $47,216
$47,216 $47,216
47 216 47 216
$0 $0
0.00 0.00

" Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with a minimum monthly
increase of $120 and a maximum monthly increase of $200, and a 2.5 percent salary increase on July 1, 2020. The
House provided funding for salary increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

This amendment also adds a section to amend Section 54-17-40 relating to the housing incentive fund to decrease
the amount of funding designated for small communities and to remove the prioritization for essential service worker
housing. The House did not amend the housing incentive fund.

House Bill No. 1014 - Mill and Elevator - Senate Action

Salaries and wages
Operating expenses
Contingencies
Agriculture promotion

Total all funds
Less estimated income
General fund

FTE

Base House Senate Senate

Budget Version Changes Version
$39,308,519 $46,292,812 $285,083 $46,577,895
28,195,000 29,837,000 29,837,000
500,000 500,000 500,000
210,000 210,000 210,000
$68,213,519 $76,839,812 $285,083 $77,124,895
_68,213519 76,839,812 285,083 77,124,895
$0 $0 $0 $0
153.00 155.00 2.00 157.00
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Department 475 - Mill and Elevator - Detail of Senate Changes

Adds FTE Total Senate
Positions! Changes
Salaries and wages $285,083 $285,083
Operating expenses
Contingencies
Agriculture promotion
Total all funds $285,083 $285,083
Less estimated income 285,083 285,083
General fund $0 $0
FTE 200 2.00

' Funding is added for 2 FTE positions, including 1 food safety position ($155,012) and 1 utility worker position
($130,071), to provide a total of 4 new FTE positions. The House added 2 FTE positions.

No other sections were added by the Senate related to the Mill and Elevator Association.
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REPORT OF STANDING COMMITTEE
HB 1014, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (14 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed HB 1014
was placed on the Sixth order on the calendar.

Page 1, line 2, after the semicolon insert "to create and enact section 6-09.4-28 of the North
Dakota Century Code, relating to the infrastructure revolving loan fund debt
repayments;"

Page 1, line 3, after "reenact" insert "sections 6-09-49, 6-09.4-06, and 6-09.4-10,
subsection 6 of section 21-03-07, sections 21-03-19, 54-17-40, 57-15-06.6, and
57-47-02, and"

Page 1, line 4, after "to" insert "the infrastructure revolving loan fund, borrowing and lending
authority, reserve funds, expanded bonding authority for counties, the housing
incentive fund, and"

Page 1, line 5, after the first semicolon insert "to repeal section 61-02-78 of the North Dakota
Century Code, relating to a revolving loan fund for water projects;"

Page 1, line 5, replace "and" with "to provide a continuing appropriation; to provide a bond
issuance limitation;"

Page 1, line 6, after "exemption" insert "; to provide for a study; to provide a report; to
provide a statement of legislative intent; to provide an effective date; and to declare
an emergency"

Page 1, remove lines 18 through 24

Page 2, replace line 1 with:

"Salaries and wages $22,014,084 $1,570,366 $23,584,450
Operating expenses 5,305,888 814,339 6,120,227
Capital assets 0 5,000,000 5,000,000
Grants - bond payments 13,210,484 (2,701,717) 10,508,767
Contingencies 221,737 7.807 229,544
Total all funds $40,752,193 $4,690,795 $45,442,988
Less estimated income 15,343,206 2,670,584 18,013,790
Total general fund $25,408,987 $2,020,211 $27,429,198"

Page 2, replace lines 7 through 9 with:

"Bank of North Dakota operations $58,489,204 $4,358,595 $62,847,799
Capital assets 810.000 700,000 1,510,000
Total special funds $59,299,204 $5,058,595 $64,357,799"

Page 2, replace lines 15 through 19 with:

"Salaries and wages $7,892,056 $616,959 $8,509,015
Operating expenses 4,743,355 602,921 5,346,276
Grants 31,794,828 1,671,772 33,466,600
Housing finance agency contingencies 100,000 0 100,000
Total special funds $44,530,239 $2,891,652 $47,421,891"

Page 2, replace lines 25 through 30 with:

"Salaries and wages $39,308,519 $7,269,376 $46,577,895
Operating expenses 28,195,000 1,642,000 29,837,000
Contingencies 500,000 0 500,000
Agriculture promotion 210,000 0 210,000
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Total special funds $68,213,519 $8,911,376 $77,124,895
Full-time equivalent positions 153.00 4.00 157.00"
Page 3, replace lines 4 through 6 with:

"Grand total general fund $25,408,987 $22,040,211 $47,449,198
Grand total special funds 187,386,168 19,632,207 206,918,375
Grand total all funds $212,795,155 $41,572,418  $254,367,573"
Page 3, replace lines 12 through 19 with:

"Litigation $1,000,000 $0
Industrial water supply asset study 150,000 0
Soil remediation studies 5,000,000 0
Survey review 800,000 0
Temporary employees 0 175,000
Radioactive waste advisory council 0 20,000
Rare earth elements study 0 160,000
Fracturing sand study 0 110,000
Oil database software upgrade 0 5,000,000
Total all funds $6,950,000 $5,465,000
Less estimated income 6,950,000 5,290,000
Total general fund $0 $175,000"

Page 4, after line 15, insert:

"SECTION 5. APPROPRIATION - 2017-19 BIENNIUM - PUBLIC FINANCE
AUTHORITY - EXEMPTION. There is appropriated out of any moneys in the general
fund in the state treasury, not otherwise appropriated, the sum of $26,000,000, or so
much of the sum as may be necessary, to the public finance authority for the purpose
of debt service repayments associated with bonds issued to support the
infrastructure revolving loan fund, for the period beginning with the effective date of
this Act and ending June 30, 2019. The funding provided in this section is not subject
to section 54-44.1-11 and may be continued into the biennium beginning July 1,
2019, and ending June 30, 2021.

SECTION 6. APPROPRIATION - BANK OF NORTH DAKOTA - LINE OF
CREDIT. The Bank of North Dakota may extend a line of credit, not to exceed
$100,000,000, to the infrastructure revolving loan fund established under section
6-09-49. The Bank may access the line of credit, to the extent necessary, the sum of
which is appropriated, for the purpose of financing loans under the infrastructure
revolving loan fund prior to a bond issuance by the public finance authority, for the
biennium beginning July 1, 2019, and ending June 30, 2021. The interest rate
associated with the line of credit must be the same as the prevailing interest rate
charged by the Bank to North Dakota governmental entities. If a line of credit is
extended pursuant to this section, the Bank shall repay the line of credit from bond
proceeds associated with the bonds issued by the public finance authority to support
the infrastructure revolving loan fund.

SECTION 7. APPROPRIATION - TRANSFER GENERAL FUND TO HIGH-
LEVEL RADIOACTIVE WASTE FUND. There is appropriated out of any moneys in
the general fund in the state treasury, not otherwise appropriated, the sum of
$20,000, which the office of management and budget shall transfer to the high-level
radioactive waste fund during the biennium beginning July 1, 2019, and ending
June 30, 2021. The funding provided in this section is considered a one-time funding
item.

SECTION 8. APPROPRIATION - TRANSFER GENERAL FUND TO
HOUSING INCENTIVE FUND. There is appropriated out of any moneys in the
general fund in the state treasury, not otherwise appropriated, the sum of
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$20,000,000, which the office of management and budget shall transfer to the
housing incentive fund during the biennium beginning July 1, 2019, and ending

June 30, 2021. The funding provided in this section is considered a one-time funding
item."

Page 4, line 16, replace "APPROPRIATION" with "FUNDING"
Page 4, line 16, remove "FUNDING"

Page 4, line 26, replace "$1,150,782" with "$1,172,603"

Page 6, after line 3, insert:

"SECTION 17. TRANSFER INFRASTRUCTURE REVOLVING LOAN FUND
FOR WATER PROJECTS TO INFRASTRUCTURE REVOLVING LOAN FUND. The
state water commission shall transfer any outstanding loans from the infrastructure
revolving loan fund under section 61-02-78 to the infrastructure revolving loan fund
during the biennium beginning July 1, 2019, and ending June 30, 2021."

Page 6, after line 12, insert:

"SECTION 20. ESTIMATED INCOME - HIGH-LEVEL RADIOACTIVE
WASTE FUND. The operating expenses line item and the estimated income line item
in subdivision 1 of section 1 of this Act include $20,000 from the high-level
radioactive waste fund for reimbursing travel and other expenses of the high-level
radioactive waste advisory council.

SECTION 21. AMENDMENT. Section 6-09-49 of the North Dakota Century
Code is amended and reenacted as follows:

6-09-49. Infrastructure-revolving-loan-fund —GContinuing-appropriation.

4 TFhe infrastrueture revolving loan-fund-is a special fund-in the state
treasury from-which-the -Bank of Neorth-Daketa shall provide loans to
political subdivisions for essential infrastrueture projeets.- The Bank shall
administer the infrastructure revolving loan fund. The maximum term of a
loan made under this section-is-thifty years-Aloan-made-from-the-fund
underthis-section-must-have-an-interestrate-that- does-not exceed-two

percentperyear:

2. Forpurpeses of this seetion "essential infrastrueture projects™ means
capital construction-projests for the following:

& New or replacement of existing water treatment plants:

b- Neworreplacement of existing wastewater treatment plants:

& Neworreplacement of existing sewer lines-and waterlines:-and
&

New or replacement-of existing-storm water and transportation
infrastrueture -including eurb and gutter construction:

3:-  In proeessing political subdivision-loan-applications-under this sestion,
the-Bank shall-caleulate the maximum loan ameount for which a qualified
applicant may qualify-not to exceed fifteen-million-dollars-pertoan-TFhe
Bank shall consider the applicant's-ability-to-repay the-loan when
proecessing the application-and-shall-issue loans only to applicants that
provide-reasonable-assurance of sufficient future income to-repay-the
loan-
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Fhe Bank shall depesit in the infrastructure revelving lean fund al
payrrents of interest and principal paid under loans made from the
infrastructure-revolving loan fund. The Bank may-use a pertion of the
interest paid on the outstanding leans as a servicing fee to pay for
administrative costs which may not exceed one-half of one percent of the
amount of the interest payment All moneys transferred to the fund,
interest upon moneys in the fund, and payments to the fund of principal
and interest are appropriated to the Bank on a continuing basis for
administrative costs and for loan disbursement aceording o this section.

Fhe Bank may adopt policies and establish guidelines to administerthis
loan program-in accordance with the provisions of this section and to
supplement and leverage the funds in the infrastructure revelving loan
fund. Additionally, the Bank may adopt policies allowing participation by
local finanecial institutions.

Infrastructure revolving loan fund - Bank of North Dakota - Continuing

appropriation.

1

The infrastructure revolving loan fund is a special fund in the state
treasury administered by the Bank of North Dakota. The Bank shall use
moneys in the fund to provide loans to political subdivisions for eligible
infrastructure projects pursuant to subsections 6 and 7 and to provide
loans to institutions of higher education for eligible infrastructure projects
pursuant to subsection 8.

The Bank may adopt policies and establish guidelines to administer the

[

loan program in accordance with this section, including policies to
supplement and leverage the moneys in the fund and policies to allow
participation by local financial institutions. A loan made from the fund
must have an interest rate that does not exceed two percent per year.
The maximum term of a loan for an infrastructure project under
subsections 6 and 8 is thirty years, and the maximum term of a loan for
an infrastructure project under subsection 7 is forty years.

All principal and interest payments received on loans made from the
infrastructure revolving loan fund must be deposited into the fund. The
Bank may use a portion of the interest paid on the outstanding loans as a
servicing fee to pay administrative costs, which may not exceed one-half
of one percent of the amount of the interest payment. All moneys
transferred to the fund, interest upon moneys in the fund, and payments
to the fund of principal and interest are appropriated to the Bank on a
continuing basis for administrative costs and for loan disbursement under
this section.

An applicant shall issue an evidence of indebtedness as authorized by

o

law. An institution of higher eduction shall identify at least one funding
source for the debt repayment, including:

a.  Tuition or fee revenue collected by the institution of higher education;

b. Distributions of state aid received by the institution of higher
education under chapter 15-18.2; or

c. Other sources of revenue.

In processing loan applications under this section, the Bank shall
calculate the maximum loan amount available to a qualified applicant.
Each applicant may have no more than twenty-five million dollars of
outstanding loans from the fund for infrastructure projects under
subsections 6 and 8. The Bank shall consider the ability of the applicant
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to repay the loan when processing the application and shall issue loans
only to applicants that provide reasonable assurance of sufficient future
income to repay the loan. If an infrastructure project qualifies for funding
through the state revolving fund established pursuant to chapters 61-28.1
and 61-28.2, the Bank shall verify the loan application is for the portion of
the project that is ineligible to receive funding from the state revolving
fund.

Eligible infrastructure projects are capital construction projects to

|~

[

construct new infrastructure or to replace existing infrastructure which
provide the fixed installations necessary for the function of a political
subdivision and are in best interest of the public. Except for routine
maintenance and repair projects, eligible capital construction projects
include:

a. Water treatment plants:

b. Wastewater treatment plants;

c. Sewer lines and water lines, including lift stations and pumping
systems;

d. Water storage systems, including dams, water tanks, and water
towers;

e. Storm water infrastructure, including curb and gqutter construction;

f. Road and bridge infrastructure, including paved and unpaved roads
and bridges;

g. Airport infrastructure;

h. Electricity transmission infrastructure;

i. Natural gas transmission infrastructure; and

j. Communications infrastructure, excluding fiber optic infrastructure.

Eligible infrastructure projects are capital construction projects to
construct new infrastructure or to replace existing infrastructure which
provide the fixed installations necessary for the function of a political
subdivision and are in the best interest of the public. Except for routine
maintenance and repair projects, eligible capital construction projects
include:

Flood control;

|©

b. Water supply; and

c. Water management.

Eligible infrastructure projects for institutions of higher education are
capital construction projects to construct new infrastructure or to replace
existing infrastructure which provide the fixed installations necessary for
the function of the institution and are in the best interest of the public.
Except for routine maintenance and repair projects, capital construction

projects include:

a. Sewer lines and water lines;
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b. Storm water infrastructure, including curb and gutter construction;
and

c. Road infrastructure.

SECTION 22. AMENDMENT. Section 6-09.4-06 of the North Dakota Century
Code is amended and reenacted as follows:

6-09.4-06. Lending and borrowing powers generally.

1.

[~

The public finance authority may lend money to political subdivisions or
other contracting parties through the purchase or holding of municipal
securities which, in the opinion of the attorney general, are properly
eligible for purchase or holding by the public finance authority under this
chapter or chapter 40-57 and for purposes of the public finance
authority's capital financing program the principal amount of any one
issue does not exceed five hundred thousand dollars. However, the
public finance authority may lend money to political subdivisions through
the purchase of securities issued by the political subdivisions through the
capital financing program without regard to the principal amount of the
bonds issued, if the industrial commission approves a resolution that
authorizes the public finance authority to purchase the securities. The
capital financing program authorizing resolution must state that the
industrial commission has determined that private bond markets will not
be responsive to the needs of the issuing political subdivision concerning
the securities or, if it appears that the securities can be sold through
private bond markets without the involvement of the public finance
authority, the authorizing resolution must state reasons for the public
finance authority's involvement in the bond issue. The public finance
authority may hold such municipal securities for any length of time it finds
to be necessary. The public finance authority, for the purposes authorized
by this chapter or chapter 40-57, may issue its bonds payable solely from
the revenues available to the public finance authority which are
authorized or pledged for payment of public finance authority obligations,
and to otherwise assist political subdivisions or other contracting parties
as provided in this chapter or chapter 40-57.

The public finance authority may lend or transfer money to the Bank of
North Dakota underas follows:

a. Under terms and conditions requiring the Bank to use the proceeds
to make loans for agricultural improvements that qualify for
assistance under the revolving loan fund program established by
chapter 61-28.2; and

Under terms and conditions requiring the Bank to use the transferred
proceeds to make loans for infrastructure projects that qualify for
assistance under the infrastructure revolving loan fund established
under section 6-09-49 and to use the transferred proceeds to
support the resources trust fund. Bonds issued for this purpose are
payable in each biennium solely from amounts the legislative
assembly may appropriate for debt service for any biennium or from
a reserve fund established for the bonds. This section does not
require the state to appropriate funds sufficient to make debt service
payments with respect to the bonds or replenish a related reserve
fund. The bonds are not a debt of the Bank or the state, and the full
faith, credit, and taxing powers of the state are not pledged to the
payment of the bonds. The obligation of the public finance authority
with respect to the bonds must terminate and the bonds are no
longer outstanding as of the date appropriated funds and reserves
are insufficient to pay debt service on the bonds. In addition to

i)
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providing funds for transfers to the Bank, the public finance authority
may use the bond proceeds to pay the costs of issuance of the
bonds and establish a reserve fund for the bonds.

Bonds of the public finance authority issued under this chapter or chapter
40-57 are not in any way a debt or liability of the state and do not
constitute a loan of the credit of the state or create any debt or debts,
liability or liabilities, on behalf of the state, or constitute a pledge of the
faith and credit of the state, but all such bonds are payable solely from
revenues pledged or available for their payment as authorized in this
chapter. Each bond must contain on its face a statement to the effect that
the public finance authority is obligated to pay such principal or interest,
and redemption premium, if any, and that neither the faith and credit nor
the taxing power of the state is pledged to the payment of the principal of
or the interest on such bonds. Specific funds pledged to fulfill the public
finance authority's obligations are obligations of the public finance
authority.

All expenses incurred in carrying out the purposes of this chapter or
chapter 40-57 are payable solely from revenues or funds provided or to
be provided under this chapter or chapter 40-57 and nothing in this
chapter may be construed to authorize the public finance authority to
incur any indebtedness or liability on behalf of or payable by the state.

SECTION 23. AMENDMENT. Section 6-09.4-10 of the North Dakota Century
Code is amended and reenacted as follows:

6-09.4-10. Reserve fund.

1.

The public finance authority shall establish and maintain a reserve fund
in which there must be deposited all moneys appropriated by the state for
the purpose of the fund, all proceeds of bonds required to be deposited
therein by terms of any contract between the public finance authority and
its bondholders or any resolution of the public finance authority with
respect to the proceeds of bonds, any other moneys or funds of the
public finance authority which it determines to deposit therein, any
contractual right to the receipt of moneys by the public finance authority
for the purpose of the fund, including a letter of credit or similar
instrument, and any other moneys made available to the public finance
authority only for the purposes of the fund from any other source or
sources. Moneys in the reserve fund must be held and applied solely to
the payment of the interest on and the principal of bonds and sinking
fund payments as the same become due and payable and for the
retirement of bonds, including payment of any redemption premium
required to be paid when any bonds are redeemed or retired prior to
maturity. Moneys in the reserve fund may not be withdrawn therefrom if
the withdrawal would reduce the amount in the reserve fund to an
amount less than the required debt service reserve, except for payment
of interest then due and payable on bonds and the principal of bonds
then maturing and payable and sinking fund payments and for the
retirement of bonds in accordance with the terms of any contract
between the public finance authority and its bondholders and for the
payments on account of which interest or principal or sinking fund
payments or retirement of bonds, other moneys of the public finance
authority are not then available in accordance with the terms of the
contract. The required debt service reserve must be an aggregate
amount equal to at least the largest amount of money required by the
terms of all contracts between the public finance authority and its
bondholders to be raised in the then current or any succeeding calendar
year for the payment of interest on and maturing principal of outstanding
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bonds, and sinking fund payments required by the terms of any contracts
to sinking funds established for the payment or redemption of the bonds.

If the establishment of the reserve fund for an issue or the maintenance
of an existing reserve fund at a required level under this section would
necessitate the investment of all or any portion of a new reserve fund or
all or any portion of an existing reserve fund at a restricted yield, because
to not restrict the yield may cause the bonds to be taxable under the
Internal Revenue Code, then at the discretion of the public finance
authority no reserve fund need be established prior to the issuance of
bonds or the reserve fund need not be funded to the levels required by
other subsections of this section or an existing reserve fund may be
reduced.

No bonds may be issued by the public finance authority unless there is in
the reserve fund the required debt service reserve for all bonds then
issued and outstanding and the bonds to be issued. Nothing in this
chapter prevents or precludes the public finance authority from satisfying
the foregoing requirement by depositing so much of the proceeds of the
bonds to be issued, upon their issuance, as is needed to achieve the
required debt service reserve. The public finance authority may at any
time issue its bonds or notes for the purpose of providing any amount
necessary to increase the amount in the reserve fund to the required
debt service reserve, or to meet such higher or additional reserve as may
be fixed by the public finance authority with respect to such fund.

In order to assure the maintenance of the required debt service reserve,
there shall be appropriated by the legislative assembly and paid to the
public finance authority for deposit in the reserve fund, such sum, if any,
as shall be certified by the industrial commission as necessary to restore
the reserve fund to an amount equal to the required debt service reserve.
However, the commission may approve a resolution for the issuance of
bonds, as provided by section 6-09.4-06, which states in substance that
this subsection is not applicable to the required debt service reserve for
bonds issued under that resolution.

If the maturity of a series of bonds of the public finance authority is three
years or less from the date of issuance of the bonds, the public finance
authority may determine that no reserve fund need be established for
that respective series of bonds. If such a determination is made, holders
of that respective series of bonds may have no interest in or claim on
existing reserve funds established for the security of the holders of
previously issued public finance authority bonds, and may have no
interest in or claim on reserve funds established for the holders of
subsequent issues of bonds of the public finance authority.

The industrial commission may determine that this section is inapplicable
in whole or in part for bonds issued undersectionas follows:

a. Under section 6-09.4-06 and as authorized by the sixty-sixth
leqislative assembly;

b. Under section 6-09.4-24; or under

c. _Under the public finance authority's state revolving fund program.

SECTION 24. Section 6-09.4-28 of the North Dakota Century Code is
created and enacted as follows:
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6-09.4-28. Debt service requirements - Infrastructure revolving loan fund
- Resources trust fund.

Each biennium, the public finance authority shall request from the legislative
assembly an appropriation from the general fund to meet the debt service
requirements for evidences of indebtedness issued by the authority to support the
infrastructure revolving loan fund and the resources trust fund.

SECTION 25. AMENDMENT. Subsection 6 of section 21-03-07 of the North
Dakota Century Code is amended and reenacted as follows:

6. The governing body of any county may also by resolution adopted by a
two-thirds vote dedicate the tax levy authorized by section 57-15-06.6
and subsection 5 of section 57-15-06.7 and may authorize and issue
general obligation bonds to be paid by the dedicated levy for the purpese
of providing funds for the purchase; construstion, recenstruction, oF Fepair
of regional or county correstion eenters; or parks and recreational
faeilitiespurposes identified under section 57-15-06.6 and subsection 5 of
section 57-15-06.7; provided, that the initial resolution authorizing the tax
levy dedication and general obligation bonds must be published in the
official newspaper, and any owner of taxable property within the county
may, within sixty days after publication, file with the county auditor a
protest against the adoption of the resolution. Protests must be in writing
and must describe the property which is the subject of the protest. If the
governing body finds such protests to have been signed by the owners of
taxable property having an assessed valuation equal to five percent or
more of the assessed valuation of all taxable property within the county,
as theretofore last finally equalized, all further proceedings under the
initial resolution are barred.

SECTION 26. AMENDMENT. Section 21-03-19 of the North Dakota Century
Code is amended and reenacted as follows:

21-03-19. Bonds - Terms.

Bonds issued under this chapter must be authorized by resolution, bear such
date or dates, be in such denomination or denominations, be in such form, be
subject to redemption with or without premium, and be subject to such other terms or
conditions as in the judgment of the municipality are in the public interest of the
municipality, and must provide that the last installment of principal falls due not more
than twenty years from the date of the bonds or not more than thirty years for bonds
sold to the entities under section 21-03-30. The requirements of this section apply to
each new issue of bonds, or if so determined by the governing body, to the bonds of
a new issue combined with all of the outstanding bonds of one or more designated
issues of bonds previously issued and similarly payable from taxes or other sources
of revenues, or both, as the case may be.

SECTION 27. AMENDMENT. Section 54-17-40 of the North Dakota Century
Code is amended and reenacted as follows:

54-17-40. Housing incentive fund - Continuing appropriation - Report to
budget section.

1. The housing incentive fund is created as a special revolving fund at the
Bank of North Dakota. The housing finance agency may direct
disbursements from the fund and a continuing appropriation from the
fund is provided for that purpose.

2. a. After apublic hearing, the housing finance agency shall create an

annual allocation plan for the distribution of the fund. At least twenrty-
fivefifteen percent of the fund must be used to assist developing
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communities to address an unmet housing need or alleviate a
housing shortage.

b. The annual allocation plan must give first priority through-its-scoring
and ranking process to-housing for essential seprice-workers-For
purposes of this subsection, "essential service workers" means
individuals employed by a eity, county, school distriet, medical of
long-term care fasility, the state of North-Daketa; or others as
determined by the housing finance-agency wheo fulfill-an essential
public service:

6 Fhesecond-priority-in-the-annual-allocation-plan-must-be to provide
housing for individuals and families of low or moderate income. For
purposes of this seeend priority, eligible income limits are determined
as a percentage of median family income as published in the most
recent federal register notice. Under this seeend priority, the annual
allocation plan must give preference to projects that benefit
households with the lowest income and to projects that have rent
restrictions at or below department of housing and urban
development published federal fair market rents or department of
housing and urban development section 8 payment standards.

3. The housing finance agency shall adopt guidelines for the fund so as to
address unmet housing needs in this state. Assistance from the fund may
be used solely for:

a. New construction, rehabilitation, or acquisition of a multifamily
housing project;

b. Gap assistance, matching funds, and accessibility improvements;

c. Assistance that does not exceed the amount necessary to qualify for
a loan using underwriting standards acceptable for secondary
market financing or to make the project feasible; and

d. Rental assistance, emergency assistance, or targeted supportive
services designated to prevent homelessness.

4. Eligible recipients include units of local, state, and tribal government;
local and tribal housing authorities; community action agencies; regional
planning councils; and nonprofit organizations and for-profit developers
of multifamily housing. Individuals may not receive direct assistance from
the fund.

5. Except for subdivision d of subsection 3, assistance is subject to
repayment or recapture under the guidelines adopted by the housing
finance agency. Any assistance that is repaid or recaptured must be
deposited in the fund and is appropriated on a continuing basis for the
purposes of this section.

6. The agency may collect a reasonable administrative fee from the fund,
project developers, applicants, or grant recipients. The origination fee
assessed to grant recipients may not exceed five percent of the project
award.

7. Fhe housing finanece agenecy shall maintain a register reflesting the
number of housing units owned orf master leased by cities, counties,
school districts, of other employers of essential service workers. Fhis
register mustalseo reflect those entities that are-providing rent subsidies
for their essential- workers:
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Upon request, the housing finance agency shall report to the industrial
commission regarding the activities of the housing incentive fund.

At least once per biennium, the housing finance agency shall provide a
report to the budget section of the legislative management regarding the
activities of the housing incentive fund. Fhe-report-rmust-include-the

fellewing:
& Fhe overall number of units owned, master leased, orf subsidized by

political subdivisions or other employers of essential service workers:
and

b-  Alisting of projects approved and the rumber of units within-these
projects that provide housing for essential-service workers:

SECTION 28. AMENDMENT. Section 57-15-06.6 of the North Dakota
Century Code is amended and reenacted as follows:

57-15-06.6. County capital projects levy.

1

[P

The board of county commissioners of each county may levy an annual
tax not exceeding ten mills plus any voter-approved additional levy as
provided in subsection 8 of section 57-15-06.7 for the purpose of the
following capital projects:

a. Constructing and equipping and maintaining structural and
mechanical components of regional or county corrections centers or
for the purpose of contracting for corrections center space capacity
from another public or private entity.

i

Acquiring real estate as a site for public parks and construction and
equipping and maintaining structural and mechanical components of
recreational facilities under section 11-28-06.

Acquiring real estate as a site for county buildings and operations
and constructing and equipping and maintaining structural and
mechanical components of county buildings and property.

©

o

Acquiring real estate as a site for county fair buildings and
operations and constructing and equipping and maintaining
structural and mechanical components of county fair buildings and
property as provided in section 4-02-26.

Acquiring and developing real estate, capital improvements,
buildings, pavement, equipment, and debt service associated with
financing for county supported airports or airport authorities.

|®

=™

Expenditures for the cost of leasing as an alternative means of
financing for any of the purposes for which expenditures are
authorized under subsestions-1subdivisions a through 6e.

g. Improvement of the county road system, including the acquisition of
land, construction of new paved and unpaved roads and bridges,
replacement of existing paved and unpaved roads and bridges, and
maintenance and repair of existing paved and unpaved roads and

bridges.

Any voter-approved levy for the purposes specified in this section
approved by the electors before January 1, 2015, remains effective
through 2024 or the period of time for which it was approved by the
electors, whichever is less, under the provisions of law in effect at the
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time it was approved. After January 1, 2015, approval or reauthorization
by electors of increased levy authority under this section may not be
effective for more than ten taxable years.

SECTION 29. AMENDMENT. Section 57-47-02 of the North Dakota Century
Code is amended and reenacted as follows:

57-47-02. County authorized to borrow - Term - Interest rate.

Whenever in the judgment of the board of county commissioners all taxes
authorized to be levied in any one year for general or special county purposes are
insufficient to carry on the primary governmental functions, or to pay the mandatory
obligations imposed by law upon a county, then such a county may borrow money in
such an amount as the board shall determine to be necessary to meet the
deficiencies existing in its general or special funds, or to carry on primary
governmental functions, and to pay mandatory obligations. For the purpose of
borrowing, a county may issue evidences of indebtedness, which must consist of an
agreement by the county to pay a stated sum on a specified date, or on or before a
specified date, not more than fivetwenty years in the future, together with interest
thereon at a rate or rates resulting in an average annual net interest cost not to
exceed twelve percent per annum if sold privately, or with no interest rate ceiling if
sold at a public sale or to the state of North Dakota or any of its agencies or
instrumentalities. A public sale must comply with the procedures set out in chapter
21-03. There is no requirement for an advertisement for bids if an evidence of
indebtedness is sold privately or to the state of North Dakota or any of its agencies
or instrumentalities."

Page 6, after line 26, insert:

"SECTION 31. REPEAL. Section 61-02-78 of the North Dakota Century
Code is repealed.

SECTION 32. PUBLIC FINANCE AUTHORITY - BOND ISSUANCE
LIMITATION. Pursuant to the bonding authority under section 6-09.4-06, the public
finance authority may issue up to $500,000,000 of evidences of indebtedness, but
not in an amount that would cause the repayments to exceed $55,000,000 per
biennium, for the purpose of supporting the infrastructure revolving loan fund and the
resources trust fund during the biennium beginning July 1, 2019, and ending
June 30, 2021. Of the total evidences of indebtedness issued by the public finance
authority, an amount equal to the outstanding principal balance of loans transferred
under section 17 of this Act must be used to support the resources trust fund, and
the remaining amount must be used to support the infrastructure revolving loan fund.
The term of any evidences of indebtedness issued under this section may not
exceed thirty years. The public finance authority may issue bond anticipation notes
for the purpose of financing loans under the infrastructure revolving loan fund prior to
a bond issuance."

Page 7, line 8, replace "$14,000,000" with "$18,000,000"
Page 7, line 11, replace "$4,000,000" with "$8,000,000"
Page 7, line 13, replace "a pilot project" with "pilot projects"
Page 7, line 14, replace "project" with "projects"
Page 8, after line 16, insert:
"SECTION 38. HEDGING STRATEGIES STUDY - BANK OF NORTH
DAKOTA - REPORT TO LEGISLATIVE ASSEMBLY. During the 2019-20 interim, the

Bank of North Dakota shall conduct a study on the use of various hedging strategies
to protect the state from volatile swings in oil prices. Before January 15, 2021, the
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Bank of North Dakota shall report the results of its study to the appropriations
committees of the sixty-seventh legislative assembly.

SECTION 39. LEGISLATIVE INTENT - LIGNITE RESEARCH FUND -
LIGNITE LITIGATION. It is the intent of the sixty-sixth legislative assembly that at
least $500,000 of the funding in section 37 of this Act and any funding deposited in
the lignite research fund related to successful litigation is available from the lignite
research fund to be used to pay fees associated with lignite litigation that may be
brought by the state to protect and promote the continued development of lignite
resources.

SECTION 40. EFFECTIVE DATE. Section 31 of this Act becomes effective
July 1, 2021.

SECTION 41. EMERGENCY. Section 5 of this Act is declared to be an
emergency measure."

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1014 - Summary of Senate Action

Base House Senate Senate
Budget Version Changes Version
Office of Management and Budget
Total all funds $0 $0 $20,020,000 $20,020,000
Less estimated income 0 0 0 0
General fund $0 $0 $20,020,000 $20,020,000
FTE 0.00 0.00 0.00 0.00
Industrial Commission
Total all funds $40,752,193 $45,027,118 $415,870 $45,442,988
Less estimated income 15,343,206 17,987,425 26,365 18,013,790
General fund $25,408,987 $27,039,693 $389,505 $27,429,198
FTE 110.25 112.25 0.00 112.25
Bank of North Dakota
Total all funds $59,299,204 $64,164,235 $193,564 $64,357,799
Less estimated income 59,299,204 64,164,235 193,564 64,357,799
General fund $0 $0 $0 $0
FTE 181.50 181.50 0.00 181.50
Housing Finance Agency
Total all funds $44,530,239 $47,374,675 $47,216 $47,421,891
Less estimated income 44,530,239 47,374,675 47216 47,421,891
General fund $0 $0 $0 $0
FTE 4400 44,00 0.00 44,00
Mill and Elevator
Total all funds $68,213,519 $76,839,812 $285,083 $77,124,895
Less estimated income 68213519 76,839,812 285,083 77,124,895
General fund $0 $0 $0 $0
FTE 153.00 155.00 2.00 157.00
Bill total
Total all funds $212,795,155 $233,405,840 $20,961,733 $254,367,573
Less estimated income ¥ 187,386,168 ; 206,366,147 552,228 — 206,918,375
General fund $25,408,987 $27,039,693 $20,409,505 $47,449,198
FTE 488.75 49275 2.00 49475

(1) DESK (3) COMMITTEE Page 13 s_stcomrep_65_001



Module ID: s_stcomrep_65_001
Carrier: Sorvaag
Insert LC: 19.0202.02004 Title: 03000

Com Standing Committee Report
April 11, 2019 7:39AM

House Bill No. 1014 - Office of Management and Budget - Senate Action

Base House Senate Senate

Budget Version Changes Version
High-level radioactive waste fund $20,000 $20,000
Housing incentive fund 20,000 000, 20,000,000

|

Total all funds $0 $0 $20,020,000| $20,020,000
Less estimated income 0 0 0 0
General fund $0 $0 $20,020,000 $20,020,000
FTE 0.00 0.00 0.00; 0.00

Department 110 - Office of Management and Budget - Detail of Senate Changes

Transfer to High-Level Transfer to Housing
Radioactive Waste Fund! Incentive Fund? Total Senate Changes
High-level radioactive waste fund $20,000 $20,000
Housing incentive fund $20,000,000 20,000,000
Total all funds $20,000 $20,000,000 $20,020,000
Less estimated income 0 0 0
General fund $20,000 $20,000,000 | $20,020,000
FTE 0.00 0.00 0.00

' One-time funding of $20,000 is added from the general fund for a transfer to the high-level
radioactive waste fund.

2 One-time funding of $20 million is added from the general fund for a transfer to the housing
incentive fund.

House Bill No. 1014 - Industrial Commission - Senate Action

_——

Base House Senate Senate

Budget Version Changes Version
Salaries and wages $22,014,084 $23,296,820 $287,630 $23,584,450
Operating expenses 5,305,888 5,991,987 128,240 6,120,227
Capital assets 5,000,000 5,000,000
Grants - Bond payments 13,210,484 10,508,767 10,508,767
Contingencies 221,737 229,544 229,544
Total all funds $40,752,193 $45,027,118 $415,870 $45,442,988
Less estimated income 15,343,206 17,987,425 26,365 18,013,790
General fund $25,408,987 $27,039,693 $389,505 $27,429,198
FTE 110.25 11225 | 0.00] 112.25

Department 405 - Industrial Commission - Detail of Senate Changes

Adjusts Funding Adjusts Funding Adds Funding Adds Funding

for Salary for Operating for Temporary for Radioactive Total Senate

Increases! Expenses? Employees® Waste Council* Changes
Salaries and wages $112,630 $175,000 $287,630
Operating expenses $108,240 $20,000 128,240
Capital assets
Grants - Bond payments
Contingencies 1
Total all funds $112,630 $108,240 $175,000 $20,000 $415,870
Less estimated income 6,365 0 0 20,000 26,365
General fund $106,265 $108,240 $175,000 $0 $389,505
FTE 0.00 0.00 0.00 0.00 0.00

" Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with
a minimum monthly increase of $120 and a maximum monthly increase of $200, and a

2.5 percent salary increase on July 1, 2020. The House provided funding for salary

increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

2 Funding is added for operating expenses associated with 2 contingent FTE positions that
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were authorized in the 2017-19 biennium and will continue in the 2019-21 biennium since
the contingency was met.

® One-time funding of $175,000 from the general fund is added to hire temporary employees
to record historical information to provide guidance to current and future employees.

* One-time funding of $20,000 from the high-level radioactive waste fund is added for
reimbursing travel costs of the high-level radioactive waste advisory council. The
amendment also includes a transfer of $20,000 from the general fund to the high-level
radioactive waste fund. The House did not include this funding.

This amendment also includes the following items related to the Industrial Commission:

*  Appropriates $26 million from the general fund during the 2017-19 biennium and
allows the funding to continue in the 2019-21 biennium to repay bonds issued by the
Public Finance Authority. An emergency clause is included related to the
appropriation. The House did not include this funding.

*  Adjusts the transfer for administrative costs to provide a total transfer of $1,172,603.
The House provided for a transfer of $1,150,782.

Increases oil and gas tax revenue allocations to the oil and gas research fund for the
2019-21 biennium by $8 million, from $10 million to $18 million for contracting with
the Energy and Environmental Research Center for pilot projects relating to
underground storage of produced natural gas. The House increased the allocations
by $4 million for this purpose.

* Amends provisions of law relating to the Public Finance Authority's authorization to
issue bonds to support the infrastructure revolving loan fund and resources trust
fund. The House did not amend these provisions of law.

Clarifies the authority of counties to access loans from the infrastructure revolving
loan fund. The House did not clarify the authority of counties to access loans from
the infrastructure revolving loan fund.

»  Authorizes the Public Finance Authority to issue up to $500 million of bonds to
support the infrastructure revolving loan fund and the resources trust fund with a
term of 30 years and authorizes bond anticipation notes. The House did not include
authorization for bonds.

+ Identifies $20,000 from the high-level radioactive waste fund for reimbursing travel
and other expenses of the high-level radioactive waste advisory council. The House
did not provide funding for the council.

« Authorizes counties to use property taxes levied for capital projects for county road
projects and allows counties to borrow for up to 20 years when taxes are insufficient
to meet the needs of the county, an increase from the current limit of 5 years. The
House did not change the levy and bonding authority for counties.

Provides legislative intent related to funding for lignite litigation expenses from the
lignite research fund. The House did not include legislative intent for lignite litigation.

House Bill No. 1014 - Bank of North Dakota - Senate Action

Base House Senate Senate

Budget Version Changes Version
Capital assets $810,000 $1,510,000 $1,510,000
Bank of North Dakota operations 58,489,204 62,654,235 $193,564| 62,847,799
Total all funds $59,299,204 $64,164,235 $193,564 $64,357,799
Less estimated income 59,299,204 64,164,235 193 564i 64,357,799
General fund $0 $0 $0| $0
FTE 181.50 181.50 0A00| 181.50
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Department 471 - Bank of North Dakota - Detail of Senate Changes

Capital assets
Bank of North Dakota operations

Total all funds
Less estimated income
General fund

FTE

Adjusts Funding for Salary
Increases’ Total Senate Changes
$193,564 $193,564
$193,564 $193,564
193,564 193,564
$0 $0
0.00 0.00

! Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with
a minimum monthly increase of $120 and a maximum monthly increase of $200, and a

2.5 percent salary increase on July 1, 2020. The House provided funding for salary
increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

This amendment also includes the following items related to the Bank of North Dakota:
* Authorizes the Bank to extend a line of credit up to $100 million to the infrastructure
revolving loan fund to support new loans from the fund prior to the issuance of
bonds by the Public Finance Authority. The House did not include a line of credit for

the infrastructure revolving loan fund.

* Requires the State Water Commission to transfer outstanding loans for water
projects to the infrastructure revolving loan fund related to the repeal of a revolving
loan fund designated for water projects. The repeal of the revolving loan fund is
effective July 1, 2021. The House did not transfer outstanding loans for water
projects or repeal the revolving loan fund designated for water projects.

* Amends North Dakota Century Code Section 6-09-49 relating to the infrastructure
revolving loan fund to allow additional entities, including institutions of higher
education, to obtain low-interest loans for infrastructure projects, and to expand the
types of eligible infrastructure projects. The House did not expand the infrastructure

revolving loan fund.

» Provides for the Bank to study hedging strategies related to the volatility of oil prices.
The House did not include a study of hedging strategies.

House Bill No. 1014 - Housing Finance Agency - Senate Action

Base House Senate Senate

Budget Version Changes Version
Salaries and wages $7,892,056 $8,461,799 $47,216 $8,509,015
Operating expenses 4,743,355 5,346,276 5,346,276
Grants 31,794,828 33,466,600 33,466,600
HFA contingencies 100.000 100,000 100,000
Total all funds $44,530,239 $47,374,675 $47,216 $47,421,891
Less estimated income 44,530,239 47,374,675 47,216 47,421,891
General fund $0 $0 $0
FTE 44.00 44.00 0.00 44.00

Department 473 - Housing Finance Agency - Detail of Senate Changes

Salaries and wages
Operating expenses
Grants

HFA contingencies

Total all funds
Less estimated income
General fund

FTE

(1) DESK (3) COMMITTEE
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Adjusts Funding for Salary
Increases’ Total Senate Changes
$47,216 $47,216
$47,216 $47,216
47,216 47,216
$0 $0
0.00 0.00
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' Funding is adjusted to provide employee salary increases of 2 percent on July 1, 2019, with
a minimum monthly increase of $120 and a maximum monthly increase of $200, and a

2.5 percent salary increase on July 1, 2020. The House provided funding for salary
increases of 2 percent on July 1, 2019, and 2 percent on July 1, 2020.

This amendment also adds a section to amend Section 54-17-40 relating to the housing
incentive fund to decrease the amount of funding designated for small communities and to
remove the prioritization for essential service worker housing. The House did not amend the
housing incentive fund.

House Bill No. 1014 - Mill and Elevator - Senate Action

Base House Senate Senate

Budget Version Changes Version
Salaries and wages $39,308,519 $46,292,812 $285,083 $46,577,895
Operating expenses 28,195,000 29,837,000 29,837,000
Contingencies 500,000 500,000 500,000
Agriculture promotion 210,000 210,000 210,000
Total all funds $68,213,519 $76,839,812 $285,083 $77,124,895
Less estimated income 68,213,519 76839812 285,083 77,124,895
General fund $0 $0 $0 $0
FTE 153.00 155.00 2.00 157.00

Department 475 - Mill and Elevator - Detail of Senate Changes

Adds FTE Positions! Total Senate Changes

Salaries and wages $285,083 $285,083
Operating expenses

Contingencies

Agriculture promotion —_— . .
Total all funds $285,083 $285,083
Less estimated income 285,083 285,083
General fund $0 $0
FTE 2.00 2.00

" Funding is added for 2 FTE positions, including 1 food safety position ($155,012) and
1 utility worker position ($130,071), to provide a total of 4 new FTE positions. The House
added 2 FTE positions.

No other sections were added by the Senate related to the Mill and Elevator Association.
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2019 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee — Government Operations Division
Medora Room, State Capitol

HB1014
4/17/2019
Recording Job# 34822

O Subcommittee
Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments A through E

Chairman Brandenburg: Opened the conference committee on HB1014.

Roll Call taken.

Senator Sorvaag: Explained the Senate changes. See amendment 19.0202.02004.
Chairman Brandenburg: This $100 million serves in that gap to start the program.
Senator Sorvaag: That’s correct. It would be paid back when the bonds were sold.
Senator Sorvaag continued with the changes.

Representative Vigesaa: In the OMB budget we did add $500,000.00 for that Washington
case.

Karlene Fine, Executive Director, ND Industrial Commission: It is the money within the
lignite research fund; but because of current legislation being contemplated in Minnesota, it
was important that we take some action during this session.

Chairman Brandenburg: There’s $4.5 million available that they could use that if they need
to.

Karlene Fine: Yes. This provision specifically talks about up to $500,000.00 of that funding
as well as the proceeds that we're getting back on winning the previous case could be used
for future litigation.
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Representative Mock: With the Minnesota statute do you have the status of that? Have
they passed their law that we would be litigating?

Karlene Fine: At this point it was still in committee.

Senator Sorvaag continued with his explanation.

Representative Vigesaa: In SB2275 is that the exact language that was put in HB1014?
Senator Sorvaag: Itis close to the exact language; there was changing of that $100 million
and a little change on the back side. It was at the request of the Bank of North Dakota and
they worked with legislative council.

Chairman Brandenburg: Continued with the Senate changes.

Chairman Brandenburg: Where is the $500 million?

Senator Sorvaag: That’s the bonding amount.

Chairman Brandenburg continued with the Senate changes.

Chairman Brandenburg: The Yellowstone River flooded about 50 homes in western North
Dakota. We're talking about $1.5 million to $2 million for that. We’re having that discussion
but we’re not ready to hand anything out yet.

Attachments A through E were handed out but not discussed.

Chairman Brandenburg: Closed the conference committee.



2019 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee — Government Operations Division
Medora Room, State Capitol

HB1014
4/22/2019
Recording Job# 34904

O Subcommittee
Conference Committee

Committee Clerk: Sheri Lewis

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide for an appropriation for defraying the expenses of the industrial
commission and the agencies under the management of the industrial commission; and to
provide for a transfer.

Minutes: Attachments A through C

Chairman Brandenburg: Opened the conference committee on HB1014.
Roll Call taken.

Representative Vigesaa:

Eric Hardmeyer, Director, Bank of North Dakota: Explained attachment A.

Senator Sorvaag: The main reason for this is an executive order by the governor so you
can activate it; you don’t have to wait for a presidential. Is that the intent?

Eric Hardmeyer: That's correct.
Eric Hardmeyer: See attachment B.

Chairman Brandenburg: They still have to go through their local bank and do the
partnership.

Senator Mathern: In either of these proposals, if approved, how long does it take to get
through the rule making process and get these going?

Eric Hardmeyer: The Bank of North Dakota is exempt from administrative rules so we’re
able to do these with policy. We’d be able to almost immediately get after this; depending
on whether this has an emergency appropriation or not.

Senator Mathern: The proposal for rebuilders seems to have