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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible; Att. #2, 3-Hullet; Att. #4-Ament  

 
Vice-Chairman Fors: Called the hearing to order and recognized Senator Schaible. 
 
Senator Schaible: See Attachment #1.  
 
Senator Rust: Could we get a section by section summary of the bill? 
 

(14:43) Vice-Chairman Fors: Any others that wish to support SB 2214? 

 

(15:08) Eric Hardmeyer, President of the North Dakota: We are in support of this as we have 

been administrating the SCALF program.  
 

Chairman Schaible: Could you explain to the committee the gap scholarship that we created using 

BND money that you loaned out money from your assets and explain that a little bit.  
 

Eric Hardmeyer: Back in 2015, as money was starting to dry up a little bit and so Senate leadership 

came to BND and asked if the BND could step in and provide funding on a gap type basis until this 
measure is passed. BND sat down with leadership and devised a way the BND could provide directing 
for school construction. The limit was set at $250,000,000 and we ended up funding $123,000,000. 
The buy down Senator Schaible is talking about is the difference between the market rate of interest 
vs. what the schools should pay. Now the schools are paying two percent as part of the SCALF. What 
we wanted to do was to make a consistent interest rate that schools would pay either from the BND 
or the SCALF fund. We agreed to provide funding up to $250,000,000 at five percent-that the BND 
would yield five percent on those loans, but we would buy the percent down to two percent so the 
schools would pay two percent consistent with the funding in the SCALF program. We wanted it to 
be transparent and equal if you were borrowing from SCALF or BND. BND provided that buy down 
differential (the interest rate difference from five to two percent) as part of our earnings or capital 
transfers that came out of the BND capital. That was $6,000,000 last biennium and proposed to be 
$5,000,000 this biennium as those loans work down from $123,000,000 down to $83,000,000 it takes 
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less money to buy those down. The intent was that this was going to provide gap financing until the 
bigger issue was resolved with the measure that was passed allowing some of the money in the 
foundation aid to be utilized. Mr. Chairman, does that answer that question? 
 

Chairman Schaible: One other question: The schools that took advantage of the program during 
that gap period, we can only guarantee the money for ten years.  
 

Eric Hardmeyer: Yes, that is correct. What we committed to the legislature is that we would put 

that five percent rate out there for 10 years knowing that these loans could possibly have a different 
interest rate depending on the interest rate climate at the time. Understanding also, the schools are 
subject to getting funding for the buy down so they can continue to pay too. It made them a little 
nervous and that interest rate gets reset in the year 2025. They are saying for us as a school district, 
does that mean the two percent that we pay does that go up? They have a real interest in seeing that 
they have some commitment to paying two percent in the long term. That was the idea that BND gets 
paid out of this and those loans revert to the SCALF fund and therefore taking away the school’s 
uncertainty of what happens in 2025 with the interest rate.  
 

Chairman Schaible: So this bill does that? Example of Carrington, which is the one that is really 

worried, they are guaranteed until 2025, but have a 20year commitment and if this passes, they will 
be absorbed into the SCALF fund and we will be paying off the BND. 
 

(21:47) Eric Hardmeyer: Yes. The other thing that changes with the bill, is that the BND paying the 

interest buy down, from five to two percent, instead of coming out of the BNDs capital, it comes out 
of the foundation aid which was more appropriate anyways.  
 

Chairman Schaible: In theory, right now, this bill asks for $30,000,000 out of the foundation aid, 

but it goes down so much so eventually, it will be down to just $25,000,000 infusions. Other 
questions? Thank you.  
 

Kelvin Hullet: See Attachment #2, #3. Over the past six months, we have been working with the 

public finance agency and the other bound councils associated with the Industrial Commission and 
the BND to figure out how this works. You will see in the bill you have before you, we will propose 
some amendments to you directly related to how we would implement a bonding mechanism to move 
this forward. Starting on page two, when you look at lines 23 through 32 and following on to page 
three, you’ll see that is actually the language that implements the bond mechanism. This will be an 
appropriations bond that DeAnn will explain to you. If you flip back to page five- an outline of how we 
will make the payment on the bond. Each biennium the public finance authority will request from the 
assembly an appropriation to make the payment on this bond that we are proposing. On page six, as 
Eric referenced, you will see there is a date change at the top. Instead of sun setting, the BND 
program fully in 2023, we moved that date out to 2038, allowing us to do the buy down for those 
school districts through the term of those loans that we have on our books. On page seven, you will 
see on line 25 and 26, as Eric noted, we have made an amendment as the buy down is $5,000,000 
per biennium currently, so you can see we have proposed to move that from $4,000,000 to 
$5,000,000 over the course of the next biennium, a course to be re-evaluated based on what our 
need would be in the following biennium as the Chairman indicated that number will continue to come 
down. We have not put into the bill is the cap that we currently have in place in legislation related to 
school construction. Today that cap is at $10 million. Our total appropriation that we have each year 
is $30 million, so we have $60 million a biennium that we can provide out in new school construction 
loans. If we anticipate that we are going to move forward with the bond and we have more money 
available we will have about $86 million a biennium, so we will have more money available. The 
question for the policy is what would you like the cap to be? Would you like the cap to be 15 to 25 – 
that will be a policy decision that the legislature will make to provide direction on the program. There 
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is one more slide in the back of your packet. It is a little easier to read than the previous slide. We 
worked with OMB on to determine what is the foundation aid stabilization transfer look like over the 
period the next couple of biennia? As you can see, in the next two biennia, there would be $155-$156 
million, roughly, and then $133 million that could be appropriated if we take that bond amount out, 
you can see what the net is for appropriation in those green numbers which would be $131 million 
this biennium and $108 million next biennium. To give you some insight into how the numbers would 
playout if you move forward with this plan.  
 

(28:04) DeAnn Ament, Exec. Director. ND Public Finance Authority: See Attachment #4. The 

bonding process is explained on page ten of the attachment.  
 

Chairman Schaible: If you have too much bonding going on, does that affect your debt ratio or 

how much debt you can carry over and starts to affect the interest rate? 
 

DeAnn Ament: It can. At this point in time every comparison on a national basis, ND is in the bottom 

– we are the lowest net taxable debt, we are one of the lowest (bottom five), so there is a lot of room 
for the state of ND to issue debt and not have any impact on that.  
 

Chairman Schaible: So we are one of the best for financial outlook? 

 

DeAnn Ament: Actually in December both Moodys and Standard and Poors looked at our ratings 

– they do that annually – and Moodys put our outlook to stable. That has helped the state with the 
rebound of the energy sector.  
 

Chairman Schaible: Other questions. Thank you.  Let’s go with other testimony in favor of the bill.  

 
Karlene Fine: Exec. Director of the Industrial Commission: I just wanted to note for you that in 
the information that DeAnn handed out there is some information on page four about the rating scales 
so you can get that kind of information. On page five, some of those page numbers came off, but it 
shows the net supported that she provided you with. Within the document we put together all the 
proposed bonding that is in this session. That is on page six. That is there to do some comparisons.  
 

Chairman Schaible: Other questions. Thank you. Other agency testimony. Kelvin, could you return 

to the podium? The question I have is: We are proposing $25 million into the foundation aid 
stabilization fund for years up to 2035. 
 
Kelvin Hullet: We have run two different scenarios – under the first scenario, the one you have before 
you – it would be a $25 million payment for 30 years or 15 biennia that would give us about $200 
million that we could influx into the fund. We also ran a scenario where we had a 20year bond or 10 
biennia that allowed about $160 million to $170 million that we could invlux into the construction fund. 
Back to the policy question for the committee – Do you want to commit for 20 years and have a slightly 
lower number or 30 years and have that higher number to put into the fund at this point.  
 

Chairman Schaible: We can’t designate future legislation, we can only suggest, so what happens 

if at some point they say that is enough?  
 

Kelvin Hullet: Mr. Chairman, I would refer that back to DeAnn. You would be obligating the state 

on a longer term basis and I would turn for her to answer that question.  
 

DeAnn Ament: Really, if the legislative assembly would not appropriate the funds to repay the 

bonds, that would be devastating to the state of ND’s bond rating. Any future bonds could safely be 
considered junk.  
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Chairman Schaible: So, as strongly as we can, we are suggesting that we do a twenty or thirty-

year commitment out of foundation aid stabilization fund. I wanted to make that clear to these 
legislators.  
 

Karlene Fine: I just want to point out that we have done appropriations bonds before – The ND 

building authority that has been on the books since the 80s – we have done that, we’ve done 
construction projects all across the state of ND. This is not a new concept, but the funding source, 
coming from the foundation aid stabilization is different. The amendment is not a debt of the state, it 
is an appropriation bond and so that is what the bond buyer is looking at. 
 

Chairman Schaible: Any testimony in opposition. Seeing none, the hearing for SB 2214 is closed.  
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 
 

Minutes:                                                 Att. #1-LC-19.0425.01001 

 
Senator Rust introduced the amendment to SB 2214. See Att. # 1. 
 
Discussion regarding what the wording on the amendment meant and if the wording was 
what was intended in the amendment. It was decided to seek additional input from the 
Legislative Council. 
 
Discussion closed on the bill. 
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Rust(19.0425.01002) 

 
Chairman Schaible: Committee, let’s look at SB 2214, School Construction. Senator Rust 
has an amendment to pass out.  
 
Senator Rust: See Attachment #1. This has to do with the pecking order for schools that 
want to borrow money for school construction projects. Upon talking with the BND, we looked 
at this amendment and made one change. The change was trying to get this open to more 
schools. There is $43 million available per year of the biennium. If you go with $15 million, 
you have three. The idea is to go to $10 million. The maximum amount was at $15 million 
and we went back to $10 million for a bond issue. A school may borrow an additional $10 
million if they exceed that $10 million threshold – subject to availability funds. According to 
the BND, it is. We fund schools – as many applications as we can. Now if there is money left 
over, you can get an extra $10 million – but, not until we fund the apps we get. So, if we get 
$43 million per year, you get three apps, $30 million. Now there is money left over and one 
of those schools could actually get another $10 million. Let’s suppose you get $43 million 
and you get five apps. Not enough money to go around and they wouldn’t get an extra $10 
million because there is no money available. That is the way it is administered. 
 
Chairman Schaible: Questions or discussion. 
 
Senator Rust: I move to adopt amendment 19.0425.01002. 
 
Vice-Chairman Fors: Second. 
 
Roll Call vote taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Amendment 19.0425.01002 adopted. 
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Davison moves Do Pass as Amended SB 2214 and refer to Appropriations. 
 
Second by Rust. 
 
Roll Call taken: 7 Yeas; 0 Nays, 0 Absent. 
 
Motion Carries. 
 
Schaible will carry the bill. 
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to debt service payments; relating to public finance agency definitions, 
borrowing and lending authority, reserve funds, and school construction loans; to authorize 
the use of funds; to provide a bond issuance limitation; to provide an effective date; and to 
declare an emergency. 
 

Minutes:                                                 Att. #1-Schaible(19.0425.01003) 

 
Chairman Schaible: Committee, we are going to look at SB 2214. That bill had already been 
passed out of committee, but there is some language that it was suggested needed fixing. I 
spoke with Appropriations and they said it would be best to do it here rather than try to do it 
there. 
 
Senator Davison: I move to reconsider SB 2214. 
 
Senator Rust: Second. 
 
Chairman Schaible: Those are the original mover and second. 
 
Roll Call vote: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion to Reconsider SB 2214 is passes.  
 
Chairman Schaible: I have passed out the amendment (19.0425.0100).   
 
Kelvin Hueltt, BND: You have a series of amendments before you. We have been working 
with a bond counsel. There are three bills within the legislative session, so we are trying to 
get all the language standardized across the bills so that we all have consistent 
understanding of what we are doing. I will explain the bills and how the funds get into the 
School Construction Assisting Fund and how we will be able to guarantee the 2% interest 
rate for the schools.  
 
Chairman Schaible: Other questions.  
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Motion by Rust to approve amendment 19.0425.01003. 
 
Second by Davison. 
 
Roll Call taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion to adopt the amendment passes. 
 
Do Pass as Amended SB 2214 and refer to Appropriations. By Rust, second by 
Davison. 
 
Roll Call taken: 7 Yeas; 0 Nays; 0 Absent. 
 
Motion carries. 
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Explanation or reason for introduction of bill/resolution: 
A bill relating to debt service payments; relating to borrowing and lending authority, reserve 
funds and school construction loans; to authorize the use of funds; to provide a bond 
issuance limitation; and to provide an appropriation 
 

Minutes:                                                 Attachment 1, 2 

 
Chairman Owens:   Opened the hearing on SB 2214. 
 
Sen. Don Schaible: (Attachment 1) There is an amendment that the Bank of North Dakota 
will be offering which I am in full support of.  It does propose some cleanup language.  The 
other thing it does for this is that if there is money left over in a year, they could go up to a 
$20M loan.  If they go through the priority list of who needs the loans and we have more 
money than schools, a school can then apply for a $20M loan and that would be given to that 
school.  That is only available if there is money left over.  We have heard a lot that some of 
our larger school in some of our higher areas that this helps, but they need a little more help. 
Part of the amendment also suggested that if we don’t need the money right away it helps 
the financing structure and provides a better transferring of how we want to do this. 
 
Chairman Owens:  Any further questions from the committee? 
 
Kelvin Hullet, Marketing Director, Bank of North Dakota: (Attachment 2) I’m here today 
with two purposes.  One is to answer any technical questions that you might have related to 
the current SCALF program or what we anticipate implementing if this bill were to pass.  The 
second is we do have some cleanup amendments that we are providing to you.  End 20:10  
 
Chairman Owens:  Any questions from the committee?  We’re still working on this 75/75/75, 
this is just an alternative based on what we have done and what we are doing now.  We are 
still growing what we are calling a split dollar plan? 
 
Kelvin Hullet:  Yes.  With this alternative, instead of doing the 75 three times, what we are 
going to do is utilize the $25M bond against that, do the capital influx and utilize that for the 
projects going out.  We are going to disconnect the repayment of the bond from how we 
utilize the funds.  At some point we will have that curve.  End 21:10 
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Chairman Owens: ‘The bonds are not a debt of the Bank of North Dakota or the state, and 
the full faith, credit, and taxing powers of the state are not pledged to the payment of the 
bonds.  Upon the date appropriated funds and reserves are no longer sufficient to pay debt 
service on the bonds, the obligation of the public finance authority terminates and the bonds 
are no longer outstanding.’  Will that not have an effect on the bond’s ratings?   
 
Kelvin Hullet:  Yes that would.   What is proposed in this bill and when you look at the 
language, this is an appropriation bond.  There are bonds that can be issued by the state.  
There are the revenue bonds that we use for a variety of things related to some of the higher 
education projects.  General obligation bonds are a bond that is an obligation of the state 
that is limited by the constitution to $2M; it’s all of the general obligation bonds that we can 
issue as a state and this is what is considered an appropriation bond.  This would go to 
market with the idea that the legislature will appropriate the idea that the legislature will 
appropriate the funding for this bond over the course of the term.  If the state were to default 
on this bond, it would impact the credit rating of the state. 
 
Chairman Owens:  With the different types of bonds, you were referring to the requirement 
of one-half of one percent limit on bonding, and that was the general revenue bond? 
 
Kelvin Hullet:  In the Constitution, the State of North Dakota may only issue up to $2M in 
general obligation bonds.  It can go higher than that if it pledges the assets of the Bank of 
North Dakota and a couple other things.  The ability to utilize the general obligation bonds is 
very limited.  Appropriation bonds are what the state has used for a variety of projects 
including higher education over the course of time.  It is a mechanism to allow the state 
legislature to appropriate the funding for the payment on an ongoing basis.  It would be very 
similar to what you see in the higher ed bill that is proposed this session for $151M using the 
sales tax as a repayment. 
 
Chairman Owens:  Is that what we did for the Heritage Center? 
 
Rep. Pat D. Heinert:  On top of page 9 of your proposed amendment talking about the $10M 
and the option to go to $20M, the way this is written sounds different to me than how Sen. 
Schaible presented it. 
 
Kelvin Hullet: I would let the chairman clarify if he would like to, but I believe that when we 
worked together on the amendment that was the intent that we would have a $10M cap.  If 
we have extra money, then we could do another $10M to that specific school district to get 
to a total of $20M for an individual school. 
 
Rep. Pat D. Heinert:  When is that decision going to be made?  It sounds like it would be 
after the first year of the biennium, so it would be in the second year of the biennium, but that 
isn’t really spelled out in here.  I’m thinking about school bond issues and they are going to 
come for $20M on day one. 
 

Kelvin Hullet:  The Department of Public Instruction is here and administer the program.  I 
would ask Don to answer that.  
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Don Williams, Assistant Director of School Finance and Organization, Department of 
Public Instruction:  The application process is a one-year increment, so April 1 of each 
year all student loan applications need to be in.  Those are capped at $10M.  My 
understanding of the amendment is – if we only receive a limited number of applications at 
that $10M dollar cap – if there is money left over we can revisit it based on our prioritization 
matrix.  Based on that we can look at funding additional projects past that $10M.     
 
Chairman Owens:  Anyone else in support of SB 2214? 
 
ElRoy Burkle, ND Small Organized Schools:  We support this construction program.  As 
a former superintendent I really like page 7 on version .03000, the interest rate on the loan 
under this section may not exceed 2%, and it’s for the duration of the loan is my 
understanding.   
 
Vice Chairman Cynthia Schreiber-Beck:  Any questions for Mr. Burkle?  Continue with 
support of SB 2214?   Any opposition?   Any neutral testimony?  We will close the hearing 
on SB 2214.       
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Explanation or reason for introduction of bill/resolution: 
Informational presentation 

Minutes:                                                 Attachment 1, 2 

 
Chairman Owens: Opened the Meeting on SB2214. 
 
Kelvin Hullet, Bank of North Dakota: (Attachment 1) Foundation Aid Stabilization – 
Bonding Concept to Support School Construction Revolving Loan Fund. The Sunset clause 
is for the buy down. We need $150,000,000 more now. 
 
Eric Hardmeyer, Bank of North Dakota: (Attachment 2) This is 2019-2021 Proposed 
Bonding. How we create revolving loan funds. 
 
DeAnn Ament, ND Public Finance Authority:  refers to (Attachment 1), page 9, 10, 11, 12, 
13, 14. On the slide of Common Bond Structures; and your question about General Obligation 
Bonds Verses Appropriation Bonds. We are talking about Appropriation Bonds; every 
session the Legislature has to authorize the bonds payment. This is the system used for 
many years, to build various building projects, from Universities, to Job Service, to the 
Correctional facilities. For the General Obligation Bonds for the state of North Dakota, there 
is a limitation of $2,000,000. We all know that won’t go very far. The other difference is that 
it is backed by the full faith and credit of the state, you have to make that payment, whether 
you have to raise some sort of tax or whatever you need to do. That is the big difference 
between a General Obligation and an Appropriation Bond. There is currently $7,000,000 of 
bonds outstanding, and their biannual payment will need to be approved by the legislature. 
There are no General Obligation Bonds outstanding at this time. Other types of Bonds are 
State Agency Revenue Bonds, these do not have the full faith and credit of the state. So the 
state would not be on the hook for these. You will see Housing Finance Authority; those are 
payable through the mortgages that are financed though the Housing Finance Agency. They 
have the largest amount with $1,000,000,000. outstanding. The next is the Public Finance 
Authority, we have two different programs that we issue bonds for, we have $500,000,000. 
Outstanding, we repay those with the State Revolving Fund Program that we issue bonds 
for. (That is for water and sewer projects) So cities come to our agency and borrow money  
and they use their water rates, sewer rates, sales tax, or special assessments to repay us. 
There is $1,000,000 outstanding for the student loan trust and $270,000,000 that the 
University System has outstanding. There is $1.7 Billion of revenue bonds outstanding. 
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Those payments are not coming from the legislature, they are coming from the University 
Systems, the mortgages, the home owners, and the cities. The net tax supported debt per 
capita shows North Dakota as coming in third to the last state at $133. per person. 
   
Rep. Hoverson: If this bill is passed it would move ND from $133 to $1296 per capita? 
 
DeAnn Ament: That would be all of the Appropriations Bonding. That would include the 
Building Authority, the Infrastructure fund, the Corridors of Commerce, and this SB2214. 
 
Rep. Hoverson: We are currently at $133 and if everything passes this biennium it would 
move that to $1296 per person?  
 
DeAnn Ament: Yes. 
 
Rep. Hoverson: Can Appropriation Bonds and General Obligation Bonds, be used for 
something other than construction? 
 
DeAnn Ament: There really aren’t any limitations to what they can be used for, these are 
the general norms of what they are used for. The General Obligation Bonds require a vote, 
whereas, the revenue bond does not require the city to vote. 
 
Rep. Heinert: In reference to the ratings, if all these proposed bills pass, would that affect 
our state rating at all from a double A 1? 
 
DeAnn Ament: No. If all of these bills pass we don’t anticipate that there would be any impact 
to the rating for our state. 30:05 
 
Rep. Mary Johnson: How do you see that if in 2020; they would put all of the earnings into 
the principle, and it takes a 2/3 vote for expenditures. How do you see this working with that?  
 
DeAnn Ament: The School Construction Assistance Loan Fund, (SCALF) isn’t tied to the 
Legacy Fund so that wouldn’t be a concern for what we are talking about.   
 
Chairman Owens: So the question is; does this require a 2/3 vote, I think is what you are 
saying, right? So this comes from earnings, this does not come out of the principle. To spend 
the principle, you need a 2/3 vote.   
 
Eric Hardmeyer: I would like to show you one slide that would be of interest to you. It is 
called Foundation Aid Stabilization Fund, if you look at this page, it really shows you the 
amount of debt that is required to pay this bond for this particular bill, verses what the gross 
transfer might be. The grey bar is the net afterwards. 35:37 
 
Chairman Owens: You talked about this was an alternative to the $75,000.000. plan. Are 
we are still continuing to build this $75,000,000 plan?  
 
Eric Hardmeyer: This would replace the need to put $75,000,000 in it for this biennium and 
the next, this would give it a shot of up to 200 to 250 which then would replace the need to 
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make continuing $75,000,000 appropriations. What you would need to do then is make a 
$25,000,000 bond payment out of there. 
 
Chairman Owens: Is that going to affect the earnings of the fund, because now instead of it 
perpetuating itself once it had the $75,000,000 now we are only putting in $25,000,000? 
 
Eric Hardmeyer: This bill really disconnects the payment of the bonds from the school 
repayment. So they are two different things.  
 
Eric Hardmeyer: (Attachment 1) pages 17, 18 
 
Rep. Brandy Pyle: Where do we get our funds for the Foundation Aid Stabilization? 
 
Eric Hardmeyer: I think that comes off of the tax revenue, 10% of the oil production tax. 
 
Rep. Pat D. Heinert: About the HCR 3035, have you looked at that? How does that change 
your thought process about what’s going on with these other ones? 
 
Kelvin Hullet: In looking at that proposed constitutional amendment; what it says is that the 
legislature would be required to provide a 2/3 vote to access the earnings or the principle of 
the Legacy Fund. First of all, this comes from Foundation and Stabilization. This would not 
be impacted by this constitutional amendment.  So if the legislature moves forward with 
appropriation bonds on those projects, right now the identified source of funds would be the 
Legacy Fund. However, should SB 2275 pass and bonds have been issued for the 
infrastructure revolving loan fund, then the Legislature would need to find another revenue 
source to pay those bonds. 
 
Chairman Owens: Any more questions? 
 
Rep. Ron Guggisberg: What is the total cost of all these interest buy downs that we do in 
the state? 
 
Kelvin Hullet: If you look at HB1014, which is the Industrial Commission Bill, and it has the 
Bank of North Dakota. You will see that we have proposed $36,000,000 in buy down for this 
biennium, and that includes our pace program, then we propose $5,000,000 in buy down 
from Foundation Aid Stabilization for school construction loans. So it’s about $41,000,000 for 
buy down programs, of which $36,000,000 would come from the Bank of North Dakota profits 
appropriated by the Legislature, and then $5,000,000 from Foundation Aid.   
 
Rep. Ron Guggisberg: How common is this in other states, to do these buy down programs 
for interest?  
 
Eric Hardmeyer: There is a couple of other states that do it, but no one does it like we do. 
The reason for that is that you have the Bank of North Dakota where you can take the 
appropriation from. It is an effort with a public private partnership that engages our local 
banks, they have to initiate the loan, also we can look at our pace programs. The local entities 
have to provide a share of the buy down. We have a factor every year, it is a 35 to 15% factor 
and depending on size and the number of economic inputs it makes a determination about 
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how much does a community have to put into the buy down program to access the state 
funding. So a bigger community would put more of their money in and use less of the state’s 
money. So Fargo, for instance, is a 65 - 35 community, so when we do the buy down they 
put in 65% and we put in 35%. 
 
Rep. Ron Guggisberg: So using 2% interest rate for a lot of these loans, is that a bit risky? 
Have you ever considered using the Federal Rate?  
 
Kelvin Hullet: Yes, there is two different ways to look at this; I will use school construction 
as the first example; so we have an on balance sheet and an off balance sheet program, the 
school construction assistance revolving loan fund and the infrastructure revolving loan fund 
or both balance sheet programs. So those are programs created by the legislature, they are 
funds that are created by the legislature and the Bank of North Dakota administers those 
funds on behalf of the legislature. Those funds do not count towards the Bank of North 
Dakotas balance sheet. These are separate funds that belong to the Legislature, and that is 
how come we can offer them at a 2% buy down rate.  (Attachment 1)    page 20 -- 23   Bond 
terminology.  
 
Eric Hardmeyer: Both of these bills will help the tax payer, and even out the construction 
loan process. 
 
Chairman Owens: Meeting adjourned.  
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