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Explanation or reason for introduction of bill/resolution: 

 
An act to provide an appropriation for defraying the expenses of the securities department. 
 

Minutes:                                                 Attachments  1-2 

 
Legislative Council: Chris Kadrmas  
OMB: Stephanie Gullickson  
 
Chairman Holmberg called the committee to order and opened the hearing on SB 2011.  All 
members were present.   
 
Karen Tyler, ND Securities Commissioner:   Testimony Attached # 1 
Introduced her staff, Mike Daley, Deputy Commissioner/Attorney;  Diane Lillis, Franchise 
Registration Examiner/Budget Manager; Bailey Doll, a new employ from the Bismarck Public 
School system.  
 
Reading from testimony –  
 
(15:41) Senator Grabinger:  Going back to the 10% that you plan to utilize, have you had to 
use the emergency commission in the past for funding? And explain when that happens. 
 
Karen Tyler:  We have not had to go to the emergency commission in my time as securities 
commissioner and this is my seventeenth year.  Prior to that, I understand that there were 
occasions where it was necessary.  We have operated very very conservatively, but we have 
always managed to provide some turnback at the end of the budget cycle so we really haven’t 
been in a position to need to do that.  This is unique for us, due to the allotment – putting our 
operating budget in the position that its in today.  
 
Senator Grabinger:  But the emergency commission is still available if it doesn’t pan out for 
you, so it’s a way to avoid going to that step, correct? 
  
Karen Tyler:  That is correct.  My understanding is that this is an option to give us some 
flexibility.  It was always for “up to that 10%” and after that point the emergency commission 
would still be the necessary step.   
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(17:05) Chairman Holmberg:  Obviously, this was a broad look at the utilization of the 
emergency commission in doing the 10% and I understand it’s going to be in a number of 
budgets. (to Chris Kadrmas) If you look back at the last 2 biennia, how many times did the 
emergency commission get asked to allow transfers between budget items like this is 
requesting – and what was the batting average of the agency?  It might be close to 100, but 
I don’t remember for sure.  If you could have that, because it would impact our discussion as 
we look at our other budgets that have that same item in it.  
 
Senator Mathern: Is this request something you came up with, or does OMB want you to 
put this in the bill? 
 
Karen Tyler:  This request was part of the Governor’s Executive Budget Request and felt 
beneficial toward the cabinet level agencies.   
 
Senator Mathern:  Did you ask the Governor to put this in the bill? 
 
Karen Tyler:  I did not.     (Continuing on page 7) 
 
(25:26) While on page 9, she handed out a list of enforcement actions that shows what 
activities the securities regulators have been engaged in the last year trying to deal with initial 
coin offering, token offering, cryptocurrency related fraud, etc.      Testimony Attached # 2  
 
Karen Tyler:  Because asset recovery is highly unlikely, it makes it that much more important 
that we’re able to stop these types of frauds on the front end before the investor makes the 
investment and the damage is done.  And that’s why we’re asking for the Fintech analyst and 
investigator to help with these efforts. We need the resources to keep pace with these 
innovations – to understand these new technologies and financial instruments and to improve 
the visibility around this type of fraud.    
 
She closed her testimony. 
 
Chairman Holmberg: asked if anyone else had any comments. 
 
(30:57)  Senator Mathern: This question of the 10% ability to transfer monies, in the Wanner 
Ponzi scheme, how would this 10% ability actually help you to do this kind of work.  Or is it 
more like a simple way to deal with practical problems, like the copy machine didn’t cost as 
much as it was supposed to.   How does it impact your day to day significant work? 
 
Karen Tyler:  For us, being such a small agency, we have two line items.  We have salaries 
and operating and as with most small agencies, salaries is a very substantial component of 
the budget. Line item is about 85% of our budget.  If we did find ourselves in a situation where 
we simply didn’t have the operating budget to cover expenses, and we don’t really have a lot 
of turnover in our agency.  We don’t have roll-up dollars on a salary line item.  If we could 
find some savings somewhere in that part of our budget, and be able to turn to it to cover 
operating.  
We’re in a really constrained position with our operating budget because of that allotment, 
and because we didn’t ask for anything in the good years, but we had to participate in the 
cuts in the bad years, so we happen to be in a very constrained position with our operating 
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budget.  That’s the example I could give you – that it would help us to cover our operating 
expenses potentially.  As to how it would specifically contribute to an investigation, it could 
potentially contribute to the ability to cover costs in a protracted securities litigation if we had 
a run-up of costs related to a particular case.  Most of our cases settle and we don’t end up 
litigating. But it can happen, certainly, and then we really don’t know what the cost associated 
with that litigation would be.    

 
(33:56) Senator Robinson:  Maybe OMB could respond to this – This is a new proposal, so 
for the benefit of the committee, how would we track this activity?  Would there be a report 
when we come back in two years of the amount of transfers and what agencies… Could you 
explain that.  
 
Stephanie Gullickson:  Section two talks about a report to OMB and also to the Legislative 
Council.  It would be tracked.  So if any agency does and would have the discretion to get 
this in their bill, and then need to do a transfer, they would notify OMB and Legislative 
Council.  The language talks about that and it would be tracked by both OMB and Council.  
 
Senator Robinson: Would we hear, for example, of these transfers in budget section, or 
would it be just during the legislative session every two years? 
 
Stephanie Gullickson:  No, it doesn’t talk about budget section.  It just talks about report 
back.  And if the agency would need to exceed that 10%, then of course, you’d have to go to 
the emergency commission which would follow that practice, but no, there’s no language in 
there that says that.  This again, declarifies only in cabinet agency bills.  It’s not in every 
single agency and it was a proposal of the governor’s office. They did not ask for it.  It was 
put in for them.  
 
(35:24) Senator Mathern:  Would this ability to permit an agency to change a function? Let’s 
say the commissioner decides that she’s going to do more on Fintech problems instead of 
Ponzi scheme problems and moved staff or resources from one program to another.  Could 
a program actually end and one begin by a transfer? 
 
Stephanie Gullickson:  I don’t think so.  In the securities case, that is what they do, that kind 
of regulatory work.  So if whether she works on this particular fraudulent event or this other 
one, I don’t really see how she would do that. They have the core function and they have the 
things they need to do.  What this does is give them discretion on how they can spend their 
fund to accomplish their tasks that they are supposed to do.  I don’t see it as changing out 
programs, or forgetting this program or doing this one, it is more of a discretionary thing to 
the agency head to actually be able to do their job better – and this agency only has two 
lines.  There are agencies that have 10 lines.  They would have a lot more transfer ability 
available to them to do their core function.  That’s the intent.    
 
Chairman Holmberg:  An example of this same nature would be Human Services.  The 
entire bill is section 1 which was $2.1M last time. It’s a policy request from the governor for 
us to change the policy.  Right now all of those things have to go thru the emergency 
commission.  The Council will give us a track record of the last biennium how many times it 
has happened and has it ever been turned down - what has happened with those requests. 
We’ll have that information and we certainly won’t be passing this bill out today, so we’ll have 
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the information and you’ll have an idea if this is a good idea or a bad idea. Is it different for 
an agency of 10 people vs. an agency of 1450 people? 
Karen Tyler:  If I could follow up on Senator Mathern’s question, I would like to clarify that 
the Fintech analyst in the best day we could ask for resides within our enforcement division.  
It is a new type of investment fraud.  It looks different because of the manner in which these 
types of frauds are committed, but it’s still investment fraud.  It is still part of our enforcement 
division.  There wouldn’t be a termination of some functions in order to focus on this.  This is 
innovation.  It’s the latest way that fraud is being committed and investors are being 
victimized.   
 
Chairman Holmberg: This committee has not had a track record where every new FTE is 
evil.  Some folks think that way. I don’t think this committee has ever taken a position like 
that.  We’ll see what happens.  
 
Karen Tyler:  Thank you very much.  
 
Chairman Holmberg requested the Senate Summary Sheets for Monday and then closed 
the hearing on SB 2011. 
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Explanation or reason for introduction of bill/resolution: 

 
 A BILL for the Securities Commission:  Do Pass as Amended.   
 

Minutes:                                                 1. Proposed Amendment # 19.0224.01001  

 
 Chairman Holmberg: called the Committee to order on SB 2011.  All committee members 
were present except Senator Gary Lee.  Becky Deichert, OMB and Adam Mathiak, 
Legislative Council  were also present.   
 
V. Chairman Krebsbach: Moved Proposed Amendment # 19.0224.01001 and explained 
the amendment.  2nd by Senator Poolman.   
 
Chairman Holmberg: any discussion?   All in favor say aye. It carried.  
 
V. Chairman Krebsbach: Moved a Do Pass as Amended. 2nd by Senator Erbele.  
 
Chairman Holmberg: Discussion.  There was none. Call the roll on a Do Pass as Amended 
on SB 2011. A Roll Call vote was taken.  Yea: 13; Nay: 0;   Absent:1. V. Chairman Krebsbach 
will carry the bill.  The hearing was closed on SB 2011.  
 
Senator Dever: Regarding the deficiency bill I received some language regarding that bill 
and the DAPL money so we will continue with that.   Also, Senator Robinson asked about 
school safety.  We passed SB 2052 on Jan 18th regarding that matter. It was Senator 
Schaible’s bill.  
    
There was further discussion on this job regarding other bills that may be heard at a later 
time.     
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