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Bill/Resolution No.: SCR 4005

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

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

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

Revenues $(300,000,000)

Expenditures

Appropriations

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

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

Counties

Cities

School Districts

Townships

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

SCR 4005 seeks to amend Section 26 of Article X of the Constitution. It would require a transfer to the North Dakota 
First Fund of 15% of the principal balance of the Legacy Fund as of 7/1/21, and annual transfers of 15% of any 
principal increase and 25% of the earnings in each subsequent year.

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

If approved, SCR 4005 would require a transfer from the Legacy Fund to the North Dakota First Fund of an amount 
equal to 15% of the principal balance of the fund as of July 1, 2021. Using conservative ($40 oil) estimates from the 
North Dakota Retirement and Investment Office (RIO), this would lead to a roughly $1 billion transfer to the North 
Dakota First Fund ($6.7B estimated value x 15%).

Furthermore, it would require an annual transfer of 15% of any increase in the principal of the Legacy Fund. In other 
words, 15% of the oil and gas deposits currently being deposited into the Legacy Fund would be transferred 
annually to the North Dakota First Fund. Again, using conservative RIO estimates of $400M per year being 
deposited from oil and gas taxes, this would lead to about $60 million per year being transferred to the North Dakota 
First Fund.

Finally, SCR 4005 would also require that 25% of the Legacy Fund's annual earnings be transferred to the North 
Dakota First Fund annually.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

Currently, Section 26 of Article X of the ND Constitution requires the State Treasurer to transfer earnings of the 
Legacy Fund to the State general fund at the end of each biennium. If SCR 4005 is approved by the voters, this 
biennial transfer of earnings would continue however, it would be based on a lower balance in the Legacy Fund and 
would be further reduced by the required transfers to the North Dakota First Fund.



Assuming the initial transfer of roughly $1B out of the Legacy Fund after July 1, 2021 and the subsequent annual 
transfers as spelled out in the fiscal impact section (2B) above, it is estimated that the Legacy Fund earnings 
required to be transferred to the general fund at the end of the 2021-2023 biennium will be $300M less than would 
be if no transfers were made.

With the required subsequent annual transfers to the North Dakota First Fund of portions of additional principal 
increases and earnings, the difference in estimated Legacy Fund earnings transferred to the general fund versus the 
estimates if no transfers were made would continue to increase. Based on estimates prepared by ND RIO, the 
$300M biennial reduction in general fund revenue could potentially increase to become an over $1B biennial 
reduction by 2038.

PLEASE NOTE: These estimates are based on numerous assumptions regarding market factors, tax rates, oil and 
gas prices, and production levels. Changes in any of these assumptions could cause dramatically different results 
than what has been indicated above.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

No expenditure amounts are included above however, there will most likely be expenditures incurred to facilitate the 
board activities of the North Dakota Infrastructure Board which would be created to administer the grants and loans 
of the North Dakota First Fund if this resolution is approved by the voters.

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

Name: Ryan Skor

Agency: Office of State Treasurer

Telephone: (701)328-2643
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A concurrent resolution to amend and reenact section 26 of article X of the Constitution of 
North Dakota, relating to use of the principal and earnings of the legacy fund to create the 
North Dakota first fund for the purpose of funding permanent infrastructure projects. 
 

Minutes:                                                 Attachments: 1-13 

 
Chairman Cook: Called the hearing to order on SCR 4005.  
 
Senator David Hogue, President Pro Tempore, District 38, Minot: Testified in favor of the 
bill. See attachment #1 for testimony. I want to take you back to when I was sitting where 
Senator Unruh is right now. At that time, we had a constitutional measure to establish the 
North Dakota Legacy Fund. For whatever reason, Mr. Chairman, you appointed me to that 
committee as the Senate Chairman and we went up with the house and crafted what is now 
the State Legacy Fund that the people ultimately adopted. The people voted on it in 2010. 
That fund is now approximately 8 years old. It is now a mature fund and it is ready to go to 
work for the people of ND. I have introduced this resolution to do three things. The first thing 
it does is leverage a portion of the principle and a portion of the interest to build our ND 
infrastructure projects. What the Legacy Fund does is collect 30% of all oil and gas revenues 
and they deposit those into the fund. As we know, the fund balance is approaching $6 billion 
and will probably spill over that sometimes in 2019. I know there are a lot of people here to 
support the measure and I don’t want to repeat some of the things they will say. I want to 
take you to page 5 in my testimony. What we heard last Thursday morning was the budget 
of the State Water Commission. We have some projects that are unprecedented in the state 
of ND. We have a flood control project in the Fargo-Moorhead area that is estimated to cost 
$2.75 billion. We have the Minot flood control project that is north of $1 billion. We have the 
Red River Water Supply Project that is suspected to cost over $1 billion. We heard about all 
those projects Thursday morning. With those water projects, there is a state and local share. 
Hopefully there is participation from the federal government. If we think about the size of 
those projects and the fact that we decided to do them, that means we have well over $1 
billion of the state shares of those projects. I wanted to talk to the committee and for you to 
think strategically about how could we best control those costs. Is there any way to reduce 
those costs? The testimony we heard in the water commission is that you can bank on 2.8% 
inflation for every year it takes you to complete those projects. We were told that the Bureau 
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of Reclamation has done studies that show the inflation rate for pipes which is a major 
component of the Red River water supply project. You start to look around and you think, 
“How long are these projects going to take?” They are all designed with specifications that 
will take 20 years. My thought is; what if we could accelerate the construction on those 
projects by even 10 years. If our state share is $1 billion and we are going to suffer 2.8-3.0 
inflation every year, why wouldn’t we want to build those projects on a shorter period of time? 
That is why we look at page 5 where you look at the portfolio of the Legacy Fund and you 
see we have about $1.8 billion sitting in fixed income municipal bonds and their 3-year rate 
of return is about 3.9%. We could borrow a part of these funds out to these large projects 
and we would still be ahead. If we borrowed that money out at 1.5% that would be significant 
tax payer savings. It would also give us a rate of return that is equivalent to what we are 
doing now. I know people say “Why wouldn’t we want to borrow to ourselves, rather than 
borrowing $1.8 billion from some municipalities in Los Angeles or other big cities?” I think 
that makes sense for us as a state to take our resources and eliminate the process and the 
transactional costs that go with bonding and to borrow our own money to build our own 
projects. Everybody seems to agree that that makes sense. What I want to alert you to is the 
fact that there is a component and some serious thinking on the other side which is we do 
not want to touch the Legacy Fund principal. This is the people’s fund. We want to leave it 
alone and let it build. I want to confront the them and the committee with a couple realities. 
First, every dollar of the principal of the fund is already invested somewhere. It is at risk. It 
just so happens that $1.8 billion of it is invested in municipal bonds and other municipalities 
outside the state of ND. My first response is why not change that maximum and invest in 
bonds within the state of ND. This resolution does that. The second response is that the nest 
egg is a fallacy. Go to pie charts on back of my testimony. I have given the last four 
constitutional amendments on the ballot. We start with   Marsy’s Law. What you have there 
is a pie chart that shows where the funding for that constitutional measure came from. One 
hundred percent of that came from an individual from a different state who engaged 
professionals within this state to propose and gather signatures and to pass a constitutional 
amendment that reformed out criminal justice system. The legislature and the process did 
not happen. The second one is called the “North Dakota for Citizen Voting Funding Sources. 
That is 100$ funded by out of state interests, put on the ballot and passed. The next one you 
see is the measure 1 that was also on the ballot in 2018. The funding for that one was 91% 
from folks from outside of state. The final one that I have prepared for you is the North 
Dakotans for Clean Water, Wildlife, a Parks Funding Sources.  This was on the ballot in 2014 
and that was 87% funded by out of state interests. My point in providing these to you is 
because the nest egg argument has to confront this and say “If we don’t put up a wall around 
our own Legacy Fund this session, we are assuming that nobody else will have any interest 
in this Legacy Fund after we go home. I do not think that is a very good assumption. The 
fund is at $6. We are seeing a lot of proposals within the legislature on what to do with the 
interest. However, the opportunity to use that fund for property tax relief for you and I, I don’t 
think that is a legacy objective but it is a real possibility. This resolution states that legislature 
thinks it is a good idea that out of all the universe of Legacy projects we could do infrastructure 
which spans multiple generations which benefits multiple people within the state of ND. It is 
a worthy project for Legacy Fund expenditures. When you start to compile the raw data on 
how much we are going to spend on the water projects over the next decade, it only makes 
immense sense. We declare to the people of North Dakota and to the individuals who would 
amend their Constitution, that this 15% is now walled off because we are putting it in our 
Constitution. I also have an amendment to SCR 4005. (See attachment #2). The amendment 
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actually puts a sunset into this constitutional measure which means if for some reason, it’s 
not working out the way we want. For example, we are spending too much on infrastructure, 
we are not spending enough on infrastructure, or the legislature in 15 years comes to the 
conclusion that we do not need to do this anymore. All the projects could be done and they 
could have enough money to do the highway projects and we have a separate fund for other 
infrastructure, the legislature will then have the capacity to limit this fund. I put that in there 
because I think of a shortcoming that was in our Legacy Fund that became law and that is 
when we created it, we said the legislature would have to approve any spending of Principe 
by a 2/3rd vote. We didn’t put any such restriction on a vote. In reality, you can have a 
constitutional measure that passes by 50% of the people, take as much principle they want 
for whatever purpose they choose. I am proposing that this measure be put into the 
Constitution but I also think there should be the ability of the legislature to sunset that. That 
is the purpose of the amendment. I know people after me will want to testify in favor and 
opposition after me. However, I really would like the nest eggs mentality to say “You don’t 
want to touch this principle. Why don’t you want to invest it in ND projects as opposed to 
municipal projects across the country?” If we don’t do something with the infrastructure now, 
what is a better use of these funds down the road and are you prepared to have that use 
dictated by an out of state interest that will put something on the ballot as soon as November 
of 2020. With that, I will be happy to take any questions.  
 
Chairman Cook: For the record, the actual mechanics of the bill you are taking, I believe it 
is 15% of the principle every biennium and 25% of the earnings every biennium and that is 
going into another fund that is used for infrastructure. The interest on loans for that fund 
would be what?  
 
Senator Hogue: That would be set by the body that establishes it. I wanted to clarify, it is 
15% of the balance on a date set in 2021 and then new accumulations of principles. So, it is 
not taking 15% every year, it is taking the new accumulation. The reason for this 25% interest 
is the small committees that still do not have the ability to repay. The governing body would 
have the ability to make a small grant from the fund. I forgot to mention the other key feature 
of this proposal. That is, we decentralize the decision making process on what the important 
infrastructure projects in this state are. This proposal would say that the legislators, county 
commissioners, and mayors are going to be involved and all of them together, are going to 
make that decision.  
 
Chairman Cook: The decision that these folks would be making is what percentage of dollars 
given to a community will be a grant, what percentage will be a loan and what that interest 
will be on the loan? 
 
Senator Hogue: Yes, that is true. 
 
Senator Kannianen: Is there a specific definition for permanent infrastructure? 
 
Senator Hogue: No there is not. The constitutional provision gives authority to the 
infrastructure board to establish guidelines.  
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Senator Kannianen: So there are nine members of the board and then with say a low 
interest grant, will there be enough representation from the smaller population areas to not 
get covered over by the bigger projects? 
 
Senator Hogue: That is within the discretion of the committee. I put four legislators on it. I 
feel like we are still spending the people’s money in the Legacy Fund and so we want 
legislative oversight. But yes, the small towns are a minority of all our representative 
government whether it includes this body or others. I think it is fait but I think reasonable 
people could disagree about what the representation should be. I firmly believe there should 
be legislative representation 
 
Senator Dotzenrod: In your testimony, you referred to the amount of money that is in the 
Legacy Fund that is fixed income shares which looks to be about 1/3. If the 15% principle 
comes out of the legacy fund, would that 15% be spread out evenly throughout the 
investments in the fund or take the place of part of the legacy fund that is currently invested 
in fixed income.  
 
Senator Hogue: That would be in the discretion of the State Investment Board. There is a 
date certain that gives them time to start moving around the substantial assets of the fund. 
When certain things mature, they could set those aside to be in this fund. I do not have any 
idea as to what should be the portfolio mix for the board.  
 
Senator Patten: Would this become a revolving loan fund so that it could be borrowed? 
 
Senator Hogue: Yes. It is to leverage the legacy fund to provide bellow market interest loans 
and be repaid into the fund. That would also be part of the fund that the legislature looks at 
in 15 years to say “The money’s loaned out are now coming back into the fund, and we no 
longer need to take 15%, we can take a smaller one.” The program could also be so 
successful that they would want to leave it at 15% or even go more. But it would definitely be 
a revolving loan fund.   
 
Senator Patten: Would these investments be carried in the book as an investment or would 
it be carried off the books? 
 
Senator Hogue: It would be off the book. It would be equivalent to what we have with the 
State Water Commission. They have a budget and it is contingent on how much goes into 
the water resources trust fund. It is still a fund but it is basically with the discretion of the state 
water commission and the legislature to manage the those. 
 
Senator Curt Kreun, District 42, Grand Forks: Testified in favor of the bill. The definition 
of legacy is the amount of property or money left to someone in a will. SCR is a creative way 
to utilize the funds our natural resources have afforded us in perpetuity. The goal is to devise 
a way to expend these without depletion and benefit the citizens in ND. This can be 
accomplished by reducing expensive infrastructure costs. With the mechanism in place, it 
can help stabilize the municipality budgets that many of our communities across the state 
have such infrastructure needs. The needs can be such as sewer and water main repairs, 
landfill repairs and updates, as well as roads. Many years ago, the majority of our basic needs 
were funded with federal funds. The maintenance and replacement is coming home to roost. 
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As we have seen, federal funds are minimal and sometimes not existent. It has become the 
responsibility of each entity to generate its own income sources. This fund could reduce the 
bonding fees, federal fees, and extra lending fees that are all associated with borrowing 
money. The interest rate would be lower and stabilize their budgets. From my past 
experience as a city council member and school board member, I can attest, if this method 
of funding was available, entities would have benefited from the revolving loan fund. I believe 
the SCR meets the intended of the Legacy Fund and is a benefit to the ND citizens. Vote for 
a Do Pass, thank you.  
 
(25:57) Senator Brad Bekkedahl, District 1, Williston: Testified in support of the bill. I 
would echo the comments from the sponsors before me that this really is a legacy issue for 
the state of ND. In my 24 years of city commission and well as 8 years or park board 
experience, I do have that local experience and I can see the value of this type of long term 
funding mechanism for those entities. I take another step in that it is not just a legacy project, 
but a project in terms of reducing the cost to the tax payers who, ultimately, would bare a lot 
of this burden. Ultimately, these are legacy projects because they do not only build the 
infrastructure of the locality, but they build the infrastructure of the state and provide 
economic development opportunities for all of us. It is really about growing ND. I ask for Do 
Pass. I will stand for any questions.  
 
Tim Mahoney, Mayor of Fargo, ND: Testified in support. See attachment #3. I also am 
testifying a report from Lake Agassiz in which I will just pass out the written testimony to save 
time. See attachment #4.  
 
Chairman Cook: It is obvious that the legislature has infrastructure needs of cities and 
counties at the tops of their priority lists. There is another bill out there that is labeled “The 
Prairie Dog Bill”. That is sending a lot of money to Fargo. Safe to say, you are not going to 
get both. Which one do you like better?  
 
Tim Mahoney: Right now, the diversion is top on our priority. The Legacy Fund would be 
very helpful to that.  
 
Shaun Sipma, Mayor of Minot, ND: Testified in support of the bill. See attachment # 5. Let 
me first reiterate the point that Senator Hogue had emphasized. That is that the principle of 
the Legacy Fund is already being used to fund the infrastructure for political subdivisions 
around the county. To an extent, the Legacy Fund is invested in municipal bonds in other 
cities around the country and it is outside of North Dakota that is being deployed for those 
funds for the benefit or their community and their citizens. Looking at reserving a portion of 
the fund for an investment in ND communities for our own needs, results in no more risk to 
that principle than what already exists for the investments in those community’s infrastructure 
if we take a look at it right here in ND. Taking a look at the bill before us, it really makes an 
impact for each and every community. I want to talk about the impact to Minot specifically. 
Minot is still recovering from the flood of 2011. It decimated the entire heart of our city. We 
are dedicated to building a flood control project that would protect us against that flood of 
record. The impact to that community, is a matching fund of more than $350 million for a 
community of our size in which we are funding the entire basin wide project through our local 
match. We are taking a look at financing vehicle that could save us more than $100 million 
in the difference in the interest rate. That is significant to a community of our size. We are 
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talking about taking on a project of that magnitude. What Senator Hogue did talk about is the 
time it takes to build some of these legacy projects like flood control. It takes generations. It 
takes 20 years in respect. Those 20 years are also time where we watch the flood risk change 
within Minot and other cities. That is also time that those flood insurance rates are going to 
increase significantly. How do we quantify those benefit rates to that loan and to all those 
dollars that will be funneling out of ND each year from every community that is working on 
flood control?  We urge you to give a do pass. Stand for questions. To quantify that benefit 
to the communities, not only in the savings, but to the dollars that will be going out of state 
like flood control. It is impact directly to each and every citizen within those communities. It 
also impacts the year to year budget as we watch more and more dead when we talk about 
$350 million to those communities. As they bond to those, they decrease while costing them 
more and more every time they go out for a general project. We are in vast support of passing 
the SCR 4005. We urge you to please give this a Do Pass.  
 
Jason Benson, Cass County Engineer: Testified in favor. See attachment #6.  
 
Ryan Ackerman, Administrator of the Souris River Joint Water Resource Board: 
Testified in support of the bill. See attachment #7.  
 
(41:40) Ryan Jockers, Vice Chair of the Lower Heart River WRD: Testified in favor of the 
bill. See attachment # 8. I wanted to give an overview of what we are trying to accomplish in 
the city of Mandan. We have been working for several years on rectifying this. We have given 
the State Water Commissioner roughly $35 million. We are not a large tax base. We are quite 
limited in our options in funding. Once the cost share is gone, we have to turn to specially 
assessing our district which we do not like to do. The city of Mandan is already doing many 
projects. Many property owners cannot afford another assessment. They will not be able to 
make their house payments. We are doing everything possible to lower that cost and 
challenge FEMA to lower this cost so we are not putting the burden on our tax payers. With 
that being said, we have met with the city of Mandan’s city administrator. We have discussed 
many methods in developing this project. We have worked hard to ensure the citizen is 
minimally impacted. We will hopefully determine the cost this spring or summer. We are 
working with our local legislators to ensure everyone is on board and understands out 
situation. Lastly, Lower Heart does not qualify for loans that could provide funding for flood 
control projects. As we said before, this is not a thing that will be needed down the road, this 
is an immediate need and will continue to be. We work with these people all the time and it 
is a consistent issue that will always come up. We will always need funding to provide the 
safety for our citizens and property owners. It will never end. It will continue even 50 years 
from now. So SCR 4005 will provide a solution to provide access to low cost dollars. I see 
the entire complex system that is dependent on each other, so we have a huge burden but 
yet a huge opportunity to ensure that system is in place and everything is safe and to keep 
the dollars in our economy instead of having it flow outside of the state. We do everything 
possible to keep the money in our cities and lower the tax burden for the property owners. 
Any questions? 
 
Chairman Cook: How much are you in line to get from the state? 
 
Ryan Jockers: Roughly $35 Million. Our current expectation is that we can cut that in half. 
We are working on getting that lowered.  
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Chairman Cook: You are getting what, $22 million from the state? 
 

Ryan Jockers: We haven’t got our application approved. I believe current cost is 60%. The 
remaining dollars would have a very significant impact on the city of Mandan.  

 
Larry Bares, Chairperson of Southwest Water Authority Board of Directors: Testified in 
favor of the bill. See attachment # 9. Read word for word.  
 
Bill Wolken, North Dakota League of Cities: Many of our cities face the need for major 
investments in their infrastructure. Infrastructure extends for years and it is very durable. It 
fuels economic activity and it is an investment in our own needs. Since it has been about 10 
years since the fund has been created, it would seem prudent that this is a good time to ask 
the voters for what they would like to see form the remainder of the fund. I will not stand for 
questions.  
 
Chairman Cook: What do you think the chances of this bill and the prairie dog bill are going 
to pass? 
 
Bill Wolken: I couldn’t answer. 
 
Chairman Cook: If you had to choose, which one will you prefer? 
 
Bill Wolken: I am not able to answer I will get you one though. 
 
Lance Gaebe, Executive Director, North Dakota Water Coalition: Testified in support of 
the bill. See attachment #10. This coalition is made up of all the projects you just heard and 
also the representatives of those organizations plus a number of other law related 
organizations and water resource districts and cities and so forth. They have all joined 
together for the past 20 plus year sot try to coordinate on the water funding needs. We are 
really excited about this measure. The document I shared is the 11th version. We have been 
doing this since 1994. I wanted to offer you a summary of a lot of other projects. This is that 
summary and their respective needs. The back page is cost allocations. The one part that is 
not in this is the current biennium needs. The presentation to the appropriations committee 
showed the total needs just for the next biennium was over $750 million. With resources and 
trust funds that had been forecasted at $400 million but that, with the revenue forecast, 
dropped by $50 million. So, we are at half the money available for the projects that are 
currently able to proceed. What I would emphasize is that the water coalition stands to help 
this through the next step. This is a long process. Your hopeful adoption of this resolution, 
would put it on a ballot so we would do a public relations effort to make sure the voters 
understand the value of this and the value of putting it on the measure. It is not just something 
we would work on today, but something we would work on for the long haul. With that, I will 
stand for questions.  
 
Julie Ellings, North Dakota Stockman’s Association: Testified in favor. I wanted to bring 
it to your attention that this was a concept that was discussed by our members at our annual 
convention and one that was ultimately indoors. We too would urge your do pass on this bill 
and bring this to a vote of the people.  
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Chairman Cook: Are there any more testimonies in favor? Opposition? 
 
Kelly Schmidt, State Treasurer: Testified in opposition of the bill. See attachment #11. I 
would first like to respond to a few comments that have already been made. First, I have 
concerns related to the board makeup of this resolution. There is nothing in the makeup that 
addresses investing and managing the fund other than the side of expenditures. The dollars 
as we see, is that they would go into a comingled general fund and that has the opportunity 
to grow in the way in which billions of dollars should be managed. There is also a lack of 
understanding related to the investments the State Investment Board has made relating to 
the Legacy fund. $200 million to date, is placed and invested with the Bank of ND for a bow 
down program and it is my recollection and I could stand to be corrected by the Chief 
Investment Officer, but less than $50 million of that $200 million is being utilized currently by 
the Bank of ND. (55:28) Started reading word for word from testimony. (56:55) I believe we 
have an opportunity to use Legacy Fund earnings for the sake of infrastructure should that 
be at the decision of the legislature. The legislature has the opportunity to use the heirlooms 
from the fund to their discretion. Should the deposit be required to date, we would be looking 
at $342 million to be transferred to the general fund. That being said, that is as of the end of 
November. We all know what happened to the stock market in December. Those are 
estimates to this date. I want to remind you that the 2017 legislative body, appropriated $200 
million which we are giving a tax free loan to the general fund to balance the budget in the 
last biennium. If the deposit were required today, it would only be $142 million because $200 
million has already been spent. Mr. Chairman, I believe in standing opposition because I 
believe the citizens of ND, when they created the fund in 2010, with a 69% approval, had the 
intent to think of this as inner generational and I do not believe this resolution accomplishes 
that intent. With that, I will stand for questions. 
 
Chairman Cook: I did believe that sooner or later during the testimony, that someone would 
put some numbers to 25% and 15% and I thank you for doing so.  
 
Senator Dotzenrod: One sentence says, “If we continue to do these transfers as spelled out 
in 4005, it would increase to be about $1-billion-dollar biennial reduction. That is those 
earnings which you compound and you start taking money away that would normally get 
invested and I am wondering if advocates of this would say, “Well, that is true but, if you don’t 
do this, then those interest out there that are trying to fund these water projects, are they 
going to have to be borrowing money and finding ways to pay for that?” It is essentially a 
transfer that is they are going to have $1 billion worth of extra cost for themselves that will go 
on property and other fees. If we can find ways to fund this, we avoid a tremendous amount 
of costs. It looks like your statement is correct but that there is also extra cost now that will 
go with those projects into the future if we do not do this. Is that a fair way to look at that?  
 
Kelly Schmidt: A lot of it is a philosophical change. What you may agree to and what they 
may agree to, is very different. The constitution names the State Investment Board as a 
fiduciary responsibility of the Legacy Fund. I stand here as a fiduciary member of that board 
and as a fiduciary member of the Legacy Fund. If we are patient, then this fund can create a 
large amount of wealth to the people of ND. I find it very interesting that this is the very first 
time that the principle can be even considered to be spent. We are going to deposit the 
earnings in July 2019 and all one has to do is take a look at the number of bills that have 
been dropped that are relating to how we are going to spend. Those of us who live frugally, 
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and run our agencies with great fiscal responsibility, believe that this is a head shaker. With 
that, I stand for more questions.  
 
Senator Patten: Could you address your thoughts regarding the risk of the initiated measure 
that would choose a different path way for the fund whether it is just the interest earnings or 
even the principle.  
 
Kelly Schmidt: I have concerns when we look at the difference between the prairie dog bill, 
which my agency would facilitate and I am very close to and this resolution. I do not believe 
the Constitution was ever meant to be a working document. When I hear the sponsor of the 
bill talk about how we should put something in that piece, which says that in 15 years if 
something were to change, we could do something different. That to me is a working 
document. I think it is challenging when you ask the people of ND to pass something like this 
because typically, it has been my experience that if they don’t understand it, they don’t know. 
I think this would be very difficult for them to get their head around. If you would ask me, after 
hearing all of the testimonies that I have, I would bet that the likely hood of getting the prairie 
dog bill passed and moved forward with the opportunity to change as necessary, has a much 
higher rate of happening than putting in a constitutional resolution.  
 
Senator Patten: I guess I was more outside groups such as Senator Hogue mentioned, that 
could come in and start a new initiated measure that would have an impact on this. We do 
not have an idea of what direction this would go or what the use of this would be.  
 
Kelly Schmidt: We have visited with the Attorney General’s office about that. Depending on 
what was brought forward and what was passed by the people and what type of resolution, 
it would still require a 2/3 majority vote by the legislature. I guess, I heard that argument and 
I think there are people here that would address that argument better than I would, but I have 
to wonder if their mind set is that we have to be careful. I do not think we can govern with the 
intent of what could be or what we should have done. We have to govern with what is in front 
of us.  
 
Connie Triplett, Grand Forks Resident: Testified in opposition to the bill. See attachment 
# 12. (1:11:35) For those of you who are new, I want you to know that the property tax was 
such a huge issue back then because the state was pushed to reduce its commitment to 
public schools to the point that property taxes has risen across the state but in very uneven 
ways depending on the wealth of different communities. We had high property taxes caused 
by high school property taxes. We had school districts joining together which was threatening 
suit against the state of ND for the lack of equity that was causing across the state. I give a 
huge amount of credit to Attorney General Dalrymple who headed up the educational equity 
process which really saved those lawsuits and brought some common ground on how to 
solve that issue. Educational funding was top of mind for people in those days and that was 
the thing we were working to prevent a repeat and that’s the prime reason that the decision 
was made to move forward from to 2040 access point back to 2017. (1:13:17) Continued 
reading from her testimony. (1:16:30) I believe we have a huge obligation to remember that 
this is a onetime harvest and it is not going to happen again. It could end at various time 
depending on how the world progresses. We have a hard time predicting what the price of 
oil will be in 6 months and how long oil is going to be productive in ND. It may become less 
desirable. The rising climate change concern may hasten the research and development into 
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renewable energy and other sources of energy which may have some affect. At some point 
it also could just simply be used up whether we are talking 60 or 100 years from now or is 
we are talking some dramatic change in federal policy 10 or 20 years from now. It is 
thoroughly out of control of this legislature as to when that is going to happen. We do have 
to think of these as one-time funds. To preserve the idea of the one-time harvest and the 
legacy for the future, the proposal in front of you is inappropriate. I do want to go back and 
talk about the passion that I heard from people for infrastructure dollars. I appreciate 
Chairman Cook’s suggestion that likely only one of the bills will pass. I have no issue with 
the state spending a lot of money on infrastructure. It is one of the basic things the state 
does. Traditionally, roads but now we count water and sewer projects as infrastructure. We 
have made enormous investments in western ND in bringing infrastructure up to standards 
over the course of the oil boom in response to the large influx of people and equipment. No 
arguments that infrastructure is needed but we probably need a better way of working with 
our local municipalities to accomplish that. I am not here to oppose infrastructure spending 
by this legislature. You have the SIF Fund which was Senator Cook’s brain child and plenty 
of other opportunities. You heard the treasurer talk about the investment policy inside the 
Legacy Fund specifically for investing in ND. That would possibly be enhanced or improved. 
My most strenuous objection to this resolution is the notion of handing off a very large piece 
of the dollars to yet one more separate board that will likely not have the resources to manage 
it appropriately as the treasurer mentioned. We have a state investment board process that 
has been in place for many decades and has developed a certain amount of expertise and 
they contract with investment corporations to manage our investments as best as possible. 
Whether they choose to invest in real estate out of state or within ND, that is a decision for 
the current investment board and it does not give reason to take this large amount of money 
and pass it off to a different group. The legislature has already given away far too much of 
its power to various groups and subgroups. I think at the risk of this resolution, I would urge 
you to work it up and change it. Take the worst parts of the governmental structure so it 
doesn’t see the light of day. You can’t let this bill go forward as it is. It is just wrong. With that, 
I will stand for questions.  
 
(1:21:25) Sen. Dotzenrod: Do you see any distinction between spending and setting aside 
funds for a revolving fund?  
 
Connie Triplett: Yes, I heard several of the presenters here say that there was no additional 
risk from investing in ND. That may be depending on how this is structured. If it stayed inside 
the Legacy Fund and with the policies that are already in place, I probably wouldn’t have a 
concern with it. If it goes off to a group of people who are more self-interested in getting their 
hands on the money in the first instance, I would be concerned about who is going to enforce 
it. If someone defaults in the loan, is the state really going to go out and due Fargo or Cass 
County if they default on a loan? I think it is really dicey to start getting into those kinds of 
issues, especially when the board is made up of the people who are essentially giving 
themselves loans. I don’t know where you start but I think you have to start with the structure 
in fixing this bill.  
 
Senator Patten: If the fund money that was used were to stay in the Legacy Fund, and you 
replace municipal bonds with ND bonds where you add another line that says ND bonds. 
Does that change your opinion about what we are doing? So it would stay as a component 
of the investment the Legacy Fund makes. 
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Sen. Connie Triplett: I don’t want this resolution to go back out to be voted on again. I think 
the power exists for them to choose to invest some of those dollars in ND if they pass muster 
in terms of being quality projects and quality opportunities. If the key is that the municipalities 
want a reduced interest rate that do not satisfy the Legacy Fund, then maybe there is a way 
in companion pieces to fix ones to say that the Bank of ND would do buy downs on interest 
rates so that the local groups get what they want. You still need to maintain the integrity of 
the current Legacy Fund and the current investment policies.  
 
Senator Patten: What do you think of the risk associated with other initiated measures that 
may come up that would redirect the Legacy Fund to something different.  
 
Sen. Connie Triplet: I think it is a scare tactic to get this bill passed.  
 
Representative Dave Weiler: Testified in opposition to the bill. See attachment # 13. Item 
#4 on page 2 of the bill, I did not hear this from Senator Hogue or anybody else. I want to 
clarify that this bill attempts to take 15% of the principle balance but it also says “and annual 
transfers of 15% of any increase in the fund. I would assume that is the principle balance of 
the fund. I wanted to see if that is exactly what they are attempting to do. This fund is in its 
infancy. We just started it 8 years ago. If you look at other states who have done this, the 
amounts are so high since they have left it alone. It has been asked when there is going to 
be enough money to take out of the principle balance. If not now, what year can we start 
doing that? Our answer to that is that we are not sure, but today is not the day. I would like 
to respond to Senator Patten’s question about the risk associated with the risk of this going 
back to the voters of ND. I will always trust the voters of ND and I do not think they will fail. 
Oil is a finite resource. Those revenues from it are someday going to begin declining. It is our 
hope that if this is allowing to grow and get big enough, our kids and our grandkids will enjoy 
a lot of revenue from grant resource.  
 
Senator Patten: Thank you for answering my question. Isn’t that what this bill would do? 
 

 Rep. Dave Weiler: Yes. If it goes to the voters, I would trust them to not support this.  
 
Senator Dotzenrod: There have been a few comments about what authority rests currently 
inside the Legacy Fund and what authority to they have to go ahead and provide ND bonding 
projects. I want to let the committee know that the current state investment management 
board is here and if we have questions, we can ask him since he is here.  
 
Dave Hunter, Chief Investment Officer and Executive Director, ND Retirement Office: 
If you could rephrase that question for me, Senator Dotzenrod. 
 
Senator Dotzenrod: Is the authority currently in the way we manage our Legacy Fund to 
provide bonding projects. I think there are some Bank of ND projects that have been some 
Legacy Fund extensions of revenues or ability to use some of that. I thought it would be good 
to clarify what is there. 
 
Dave Hunter: At this point in time, a $200 million program outstanding for the bank of ND 
match loan CD program. When it was established, the Legacy Fund was at $4 billion. It was 
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est. at 5%, hence the $200 million amount. Assuming we are getting close to $6 billion now, 
if you do the 5% you could have a capacity potential as far as $300 million. There is capacity 
with legislative direction and even with the advisory board as a client, the client creates the 
investment policy statements and submits it to the state investment board for approval but 
we work together to have the appropriate adjustment for risks and returns. If we are fortunate 
enough to have a Legacy Fund that generates $7 billion as of July 1, 2021, and we were to 
take 15% out, that would be over $1 billion. If you earned 6% which is the expected long term 
rate of return on the Legacy Fund, over the next 20 years, that 6% return would turn into $3.2 
billion. It is an opportunity cost. If instead, we gave it to a different allocator of assets, and 
they earned 3%, that 3% return would go up to $1.8 billion. So there is an opportunity cost of 
about $1.4 billion. Just from a numbers and sense standpoint, there are costs both with and 
without doing things. We have been blessed to earn over 6%. That is approximately about 
$1 billion. If you have $1 billion you take it out on July 1, 2021 and invest it at a 3% rate that 
would equate to about $1.8 billion if you keep it in and we are blessed to earn 6%, that would 
equate to $3.2 billion. That is just the first proposed transfer. The only other question I had in 
regards to the way in which the bill was drafter, is the talking about earnings. Earnings is not 
clearly defined. When you talk about earnings, there are actually two grabs at the definition. 
There is one 25% of the earnings would be used every fiscal year and then the rest would 
be transferred to the Legacy Fund for general fund purposes. It seems like there are two. 
Legacy Funds get one-point transfer from the treasurer at one time and then there is another 
at 25%.  
 
Senator Patten: Senator Hogue brought up the municipal bond component and you talked 
about the 6% return. In that mix, you have some very high earning assets and some that 
don’t earn as much and I think the municipal bond was around 2%. Is that correct?  
 
Dave Hunter: We do not have a dedicated asset allocation to municipal bonds, we have a 
dedicated allocation to fixed income that earned about 3.9%. Our municipal bond rate is 
probably close to that 2% rate. Again, when we are making investments, we are trying to 
choose the best risk adjusted rate of return of everything that is out there in the world. 
 
Senator Patten: Using the idea that at least a component of that investment portfolio is going 
to be in that level of category, I wanted to get your thoughts about having that component be 
part of ND bonds that wouldn’t be available at a similar rate to that 2%.  
 
Dave Hunter: We have a dedicated asset allocation for the Bank of ND match loan cd 
program. It is similar in nature. It is part of our overall fixed income allocation which is part of 
our overall asset allocation which is 50% equity, 35% fixed income, and 15% real assets. We 
step back and say “if it makes sense from an overall portfolio perspective, we pursue it. As 
already discussed, we do have a committed program with $200 million to the Bank of ND 
outstanding already to help support ND’s economic interest. 
 
Senator Patten: Do you believe the investment board has the authority to do something like 
that right now?  
 
Dave Hunter: The way the investment policy statements are created with our client, which 
is the Legacy Fund Advisory Committee, and the State Investment Board accepting that 
allocation, it works very well. I do get concerned when we start doing economically targeted 
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investing that makes the more specific you get, the more challenging it is. Rather than looking 
at the entire world for your investment opportunities, you are starting to narrow it. That 
becomes a challenge. Having said that, we do have an existing asset allocation of $200 
million for a Bank of ND match cd program.  
 
Chairman Cook: If you are going to invest in municipal bonds, you are going to invest at 
market rate. 
 
Dave Hunter: That goes without saying, for everything we invest in. We do not make 
individual investment. We choose investment meanders. We have 37 investment meanders. 
One of them is the Bank of ND. We have 30 co-investment managers that manage $100 
million or more. They go through a heavy due diligence program. We monitor them regularly 
and make sure they are doing everything we expect them to do. If they are not, we will replace 
them. Thankfully, we do not have to replace them too frequently. We are always looking to 
maximize our return for the level of risk and without any blinders on.  
 
Chairman Cook: If we want to do anything less than market rate, we do it through the bank 
of ND.  
 
Dave Hunter: That is the way the program has been set up in the past. When we work with 
the bank of ND, we are looking to get a market rate of interest through them. We have 
additional $40-$50 million in short term investments with them which is at a market rate. We 
are happy to have that.  
 
Chairman Cook: We will close the hearing on SCR 4005.  
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