
BND Encourages State to Look at Bonding 

Bank Provides Cash Flow Statement to NDIC 

 
Bank of North Dakota officials met with the ND Industrial Commission this week to outline 
the financial picture for the rest of this biennium and the upcoming 2019-2021 biennium.   
 
NDIC members received a document developed to provide an overall picture of expected 
cash flows and outline how bonding could play a part in managing the state’s finances.   
 
BND President Eric Hardmeyer said he expects revenue through the remainder of this 
biennium and the upcoming biennium will be sufficient to meet expenses. But Hardmeyer 
said the state could do a better job managing its cash flow through the use of bonded 
indebtedness. Hardmeyer noted the oil price downturn in 2015-2016 forced the state to 
make steep budget cuts in 2017.  
 
“If you want to even out your revenue stream, there’s ways of doing it through an appropriate amount of debt issuance 
– bonding – instead of spending all your cash and sitting on your hands for two years after that because you don’t have 
any,” Hardmeyer said. 
 
Acknowledging that “maybe we’re overstepping,” Hardmeyer said bank officials are trying to educate legislators about 
the benefits of bonding as it relates to a cash flow strategy. Senate Majority Leader Rich Wardner and other legislators 
asked BND in 2018 to help create ways to expand the infrastructure revolving loan fund and the school construction 
revolving loan fund.  
 
Agriculture Commissioner Doug Goehring, a member of the NDIC, said he appreciates the bank’s effort to clarify the 
financial picture, noting that there are several competing revenue projections circulating in the Capitol. NDIC members 
walked through a spreadsheet showing projected revenue for the current biennium and the 2019- 21 biennium. 
Governor Doug Burgum was critical of the legislature’s decision to underestimate oil tax revenue, and instead show it as 
a revenue transfer at the end of the biennium from the state’s Strategic Investment and Improvements Fund (SIIF). 
  
“This transfer at the end from SIIF is viewed by Moody’s and others as not having a structurally balanced budget because 
it takes legislative action to move those dollars in, and so when that happens it affects our bond rating,” Burgum said. 
“Instead of transferring it at the end, be transparent and call it what it is, and put it up here (on the spreadsheet) in the 
oil and gas tax revenue. Then we’ll have revenue match expenses and we’ll have a higher bond rating.” 
 
Burgum said legislators will argue the lower bond rating doesn’t matter because the state doesn’t borrow money, but he 
said political subdivisions do, and are affected by the state’s bond rating. The Governor also took a dim view of HCR 
3055, a resolution that would ask voters to approve a constitutional amendment that would automatically reinvest all 
earnings from the state’s Legacy Fund. 
 
“Taking all the earnings and putting them back in the Legacy Fund first implies that we have a) no investment 
opportunities in North Dakota and b) it implies that we’re satisfied earning a market rate of return in perpetuity and that 
there is no opportunity to invest where we could earn higher than a market rate of return,” Burgum said.  
 
“The argument that’s being made about ‘lock it all up’ does not factor in the opportunity cost of not investing in North 
Dakota,” Burgum continued. “We have opportunities in front of us right now, whether those are CDBG matching stuff, 
challenge grants at universities, infrastructure or other projects that have a two-to-one private sector match. If have a 
two-to-match before you even spend a dollar of state money, the ROI on that, you can do the math, if you have a 200 
percent return before you even spend the first dollar, that beats the five percent you earn in the market.” 
 
Click here for a statement of the net position of the state Legacy Fund as of February 28. The document shows earnings 
eligible for transfer to the state general fund at the end of the biennium total $415,177,859. 
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