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Affidavit of Secretary of State

STATE OF NORTH DAKOTA )
) SS
COUNTY OF BURLEIGH )

Alvin A. Jaeger, after being first duly sworn and under the pains and penalties of perjury, deposes
and says:

1. That he is the duly elected Secretary of State for the State of North Dakota and makes this
affidavit in his official capacity.

2. That pursuant to N.D.C.C. § 54-09-02(9), he is required to biennially report to the Governor
all moneys received from any source for services performed and accompany such report
with a detailed statement under oath of the manner in which the appropriations for his office
have been expended during the preceding two fiscal years.

3. That attached hereto and expressly incorporated by reference herein is a Statement of
Revenues, Appropriations, and Expenditures, which detail the manner in which the
appropriations for his office have been expended during the previous two fiscal years.

4. That the attached Statement of Revenues, Appropriations, and Expenditures is derived
from the official books and records maintained by the Office of Secretary of State for the
previous two fiscal years.

5. That to the best of affiant's knowledge, information, and belief, the attached Statement of
Revenues, Appropriations, and Expenditures is a true and accurate statement of the
manner in which the appropriations for his office has been expended during the previous
two fiscal years as contemplated by N.D.C.C. § 54-09-02(9).

Alvin g Jaeger @ g

Secretary of State

FURTHER AFFIANT SAYETH NOT.

Subscribed and sworn to before me this
CHAR ZANDER [Q dayof __Aouomhon> 2013,

Notary Public
State of North Dakota _MJ_C@M
My Commission Expires Oct. 3, 2016 NOTARY PUBLI




Chapter One

Constitutional, Statutory, and Legislative Authority

The origin of the Secretary of State’s office begins prior to North Dakota’s admittance to the union as a
state on November 2, 1889. On March 2, 1861, the Congress of the United States adopted The Organic
Law, which established the Territory of Dakota. Section three of that law prescribed there would be a
secretary of the territory. The term of office was four years, unless sooner removed by the President of
the United States. The duties of the secretary were to record and preserve all the laws and proceedings
of the legislative assembly, the acts and proceedings of the Governor, and many other duties, which are
very similar to those mandated in present day law to the Secretary of State.

The office, as known today, was established in Article V, Section 12, of the Constitution of North Dakota
when the state’s citizens adopted it on October 1, 1889. In that election, 35,548 electors cast their ballot,
with 27,441 voters (77%) voting in favor of its adoption and 8,107 voters (23%) opposed.

Presently, the office of Secretary of State is authorized in Article V, Section 2, of the North Dakota
Constitution (as amended by the voters June 11, 1996, and as amended by the voters June 13, 2000).
The duties of the Secretary of State are defined in various parts of the state’s constitution, in numerous
state statutes, and within the agency’s administrative rules.

In the state’s constitution, the duties of the Secretary of State appear in Article Ill, related to the initiative
and referral powers of the people; Article 1V, Section 12, related to selecting the elected person by a toss
of a coin if two or more legislative candidates have an equal and highest number of votes; Article IV,
Section 13, related to the filing of legislative bills; Article V, Section 5, related to the term of office for the
Secretary of State; Article V, Section 11, related to succession in the event of a vacancy in the office of
Governor and Lieutenant Governor; Article 1X, Section 3, related to membership on the Board of
University and School Lands; and Article X, Section 17, related to the certificates regarding bonds or
evidence of indebtedness on the part of the state.

In the North Dakota Century Code (state law), the general duties of the Secretary of State are established
in Chapter 54-09; in Title 10 as they pertain to various business structures, e.g., registered agents,
corporate and limited liability company farming, electric cooperative corporations, cooperative
associations, business corporations, development corporations, venture capital corporations, community
development corporations, professional organizations, limited liability companies, nonprofit corporations,
real estate investment trusts, and publicly traded corporations; in Title 16.1 as they relate to elections; in
Title 35 as they relate to liens, e.g., agister’s, agricultural processor’s, and agricultural supplier’s; in Title
41 as they relate to the uniform commercial code; in Chapter 43-07 related to contractors; in Chapter 43-
54 related to home inspectors; in Chapter 43-55 related to professional employer organizations; in Title
45 as they pertain to general partnerships, limited partnerships, limited liability partnerships, and limited
liability limited partnerships; in Chapter 50-22 related to charitable solicitation; in Chapter 53-01 related to
commissioner of combative spots, i.e., boxing and mixed fighting styles; in Chapter 54-02-01 related to
the state’s Great Seal; in Chapter 54-05.1 related to lobbying of the legislature and Governor; and in
various other sections related to miscellaneous duties.

Under both the provisions of the Constitution and the North Dakota Century Code, the Secretary of State
serves on the following boards, commissions, and advisory committees:

Board of University and School Lands (North Dakota Constitution, Article IX, Section 3)
Emergency Commission (also serves as secretary of the commission) (N.D.C.C. § 54-16-01)
State Historical Board (N.D.C.C. § 55-01-01)

State Canvassing Board (N.D.C.C. § 16.1-15-33)

Theodore Roosevelt Rough Rider Award (N.D.C.C. § 54-02-07)



Chapter Two

Term of Office and Listing of Secretaries

When the North Dakota Constitution was adopted in 1889, the term of the office for the Secretary of State
was two years in length. Beginning in 1965, along with several other constitutional statewide elected
officials, the term of office for the Secretary of State was extended to four years. This change occurred
when voters approved Measure # 5, which appeared on the ballot in the June 30, 1964, election. In that
election, 115,393 electors cast a ballot with 60,099 voters (52%) voting in favor of the measure and
55,294 voters (48%) who were opposed.

The next change in the term of office occurred on June 13, 2000, when the voters approved Measure # 2.
This measure moved the election of four constitutional offices (Secretary of State, Attorney General, Tax
Commissioner, and Commissioner of Agriculture) to the non-presidential election year cycle. To establish
the new cycle, these four constitutional offices were elected to a term of two years in the 2004 general
election. In the 2006 general election and every four years thereafter, these four positions reverted to a
term of four years. The vote for Measure # 2 in 2000 was 49,391 voters (62%) voting in favor of the
change and 30,431 voters (38%) who were opposed to the change.

North Dakota Secretaries of State

John Flittie......cccccooririree 1889-1892
Christian M. Dahl ................... 1893-1896
Fred Falley .......ccccccoverinnnnen. 1897-1900
Edward F. Porter.................... 1901-1906
Alfred Blaisdell ....................... 1907-1910
Patrick D. Norton.................... 1911-1912
Thomas Hall * ........................ 1913-1924
Robert Byrne..........ccoeeeenen. 1925-1934
James D. Gronna................... 1935-1940
Herman Thorson ............c....... 1941-1942
Thomas Hall * ..........cceeneenee 1943-1954
Ben Meier........ccocooiiieeeennnn. 1955-1988
Jim Kusler ... 1989-1992
Alvin A. Jaeger................... 1993-present

* Served at two different times

Additional information regarding previous Secretaries may be obtained from the 1989, 1995, 1997-1999,
1999-2001, 2001-2003, 2003-2005, 2005-2007, 2007-2009, 2009-2011, 2011-2013, and 2013-2015
editions of the North Dakota Blue Book. They are available for viewing and searching on the Secretary of
State’s website at www.nd.gov/sos.




Chapter Three

Duties of Office

The following duties for the Secretary of State are prescribed in Section 54-09 and other sections of the
North Dakota Century Code:

1. Custodian of the Great Seal of North Dakota and other original state documents;

2. Attests the signature of the Governor on official acts and maintains a register for them;

3. Serves as a member of and secretary to the Emergency Commission; is a member of the
Board of University and School Lands; is a member of the State Historical Board; and is a
member of and secretary to the State Canvassing Board (elections);

4. Concurs with the Governor’s selection for the Theodore Roosevelt Rough Rider Award;

5. Serves as the Commissioner of Combative Sports governing boxing and mixed fighting
styles events;

6. Distributes the North Dakota Century Code, the North Dakota Administrative Code and its
supplements, and the North Dakota Session Laws books;

7. Biennially publishes and distributes the North Dakota Blue Book;

8. Receives and files original copies of legislative bills and resolutions;

9. Distributes copies of legislative resolutions as prescribed by law and as directed by the
legislature;

10. Serves as the state's chief election officer;

11. Prescribes the form and content of statewide election ballots;

12. Files campaign finance disclosure reports of statewide candidates, political parties,
district political parties, political committees, political action committees (PAC), and
measure committees;

13. Certifies the names of persons elected to each chamber of the Legislative Assembly;

14. Receives and files petitions for initiated, constitutional, and referred measures;

15. Files oaths of office for legislative, judicial, and executive officials;

16. Issues certificates of registration to lobbyists;

17. Licenses contractors, registers charitable organizations and home inspectors;

18. Commissions notaries public;

19. Completes service of process as required by law;

20. Files uniform commercial code (UCC) documents, various agricultural liens, and other
miscellaneous liens;

21. Maintains the central indexing system and its network link to the state’s fifty-three County
Recorders (name changed from Register of Deeds, effective August 1, 2001);

22. Administers the Registered Agents Act;

23. Registers trademarks and trade names, partnership fictitious name certificates, real
estate investment trusts, limited partnerships, limited liability partnerships, limited liability
limited partnerships, and professional employer organizations;

24. Files and records articles of incorporation related to domestic and foreign business
corporations, publicly traded corporations, domestic and foreign nonprofit corporations,
state banks, credit unions, lodges and fraternal organizations, mutual aid cooperatives,
and cooperatives;

25. Files and records articles of organization related to domestic and foreign limited liability
companies;

26. Receives annual reports from various business entities as prescribed by state law; and

27. Keeps records of organized cities as prescribed by law.



Chapter Four

Office of Secretary of State

Mission Statement

This office will:
Serve the people of the State of North Dakota and its guests.

Execute with integrity the duties required by the North Dakota Constitution
and the North Dakota Century Code.

Collect and preserve the records of the State as defined by the law.

Act as an ambassador for the State of North Dakota, its people, and its way
of life.

This mission will be dispatched effectively, efficiently, expeditiously,
courteously, and with financial responsibility.

(Adopted 1993)



Chapter Five (A)

Organization of Office
As provided for in the North Dakota Constitution, the Secretary of State has an overall responsibility to
execute the duties and functions of the office. To assist, the Secretary of State may appoint a Deputy
(N.D.C.C. § 44-03-01 and N.D.C.C. § 1-01-11). In addition, the Secretary of State is authorized to hire
one principal assistant (N.D.C.C § 54-44.3-20(1)). The positions of Deputy and Executive Assistant are
non-classified positions and the appointees serve at the will of the Secretary.
The Secretary appointed |. James (Jim) Silrum, Deputy Secretary of State, effective November 17, 2003.
Appointed August 1, 1995, Kim N. Shaw is the Secretary of State’s Executive Assistant.
The organizational structure for the office divides the functional duties of the office into several operating
units. During the biennium, the office was authorized twenty-seven classified full-time employees and
three (including the Secretary of State) non-classified full-time employees. It is also authorized one full-
time position, which is federally funded, to assist with the administration of the Help America Vote Act of
2002 and election related duties. The units are as follows:

Accounting/Notary Unit
Administrative/Licensing Unit
Business Registration Unit
Business Information Unit
Central Indexing Unit (UCC/CNS)

Communications and Information Unit

Elections Unit



Chapter Five (B)

Personnel in Office of the Secretary of State
(As of June 30, 2013)

Alvin (Al) A. Jaeger
Secretary of State

Jim Silrum

Deputy Secretary of State

Kim N. Shaw

Executive Assistant

Executive Directors

Clara Jenkins, Business Systems Director
Business Analyst Il

Mary Feist, Operational Management Director
Executive Staff Officer

Renae Bloms, Accounting/Notary Director
Account/Budget Specialist Il

Accounting/Notary Unit
Shelia Goehring

Accounting/Budget Specialist |
Charlotte Zander

Account Technician Il

Administrative/Licensing Unit
Vicky Miner

Office Assistant Ill
Michelle Peterson

Administrative Assistant |
Pamela Miller

Administrative Assistant |

Business Registration Unit
Susan Rask, Unit Lead

Administrative Staff Officer |
Nancy Schlosser

Administrative Assistant I
Tina Triebwasser

Administrative Assistant Il
Sandi Kopp

Administrative Assistant Il
Barbara Plum

Administrative Assistant Il

Business Information Unit
Darcy Hurley, Unit Lead

Administrative Staff Officer |
Lucille Van Dame

Office Assistant Ill
Reyne White

Office Assistant Ill
Tina Deckert

Office Assistant Il
Julie Fredericksen

Office Assistant Il
Sheree’ Holzworth

Office Assistant Ill

Central Indexing Unit (UCC/CNS)
Lori Feldman, Unit Lead
Administrative Staff Officer |
Allison Schumacher
Office Assistant Ill
Jan Storhaug
Office Assistant Il
Kathy Dietz
Office Assistant Il

Communications and Information Unit
Linda Gregoryk

Information Center Specialist |
Beth Herzog

Business Communication Specialist

Elections Unit
Lee Ann Oliver
Administrative Staff Officer |
Justin Anderson, Election Administration
System Manager
Administrative Staff Officer |



Chapter Six (A)
Appropriations

During the 1991-1993 biennium, the budget for the Secretary of State included appropriations for both
General Funds and Special Funds. Although appropriations for a Special Fund are based on projected
revenue, the expenditures from the fund cannot exceed the actual amount of revenue received. In the
1991-1993 biennium, the agency’s Special Fund was directly related to the operations of the Central
Indexing System (CIS).

The 1993 Legislative Assembly eliminated the CIS Special Fund from the Secretary of State’s budget
when approving the agency’s appropriation for the 1993-1995 biennium. Consequently, the agency was
totally funded with General Fund dollars, which practice was continued in the appropriations approved for
the agency by the 1995 and 1997 Legislative Assemblies.

Subsequently, the 1999 Legislative Assembly approved the creation of a special fund identified as the
General Services Operating fund for the agency beginning with the 1999-2001 biennium (1999 Session
Laws, Chapter 24). The creation of this fund allowed the Secretary of State’s office to retain revenue
received from the sale of services and products provided by the agency’s Central Indexing, Business
Registration, and Business Information Units (N.D.C.C. § 54-09-08). At the end of each biennium, the
Secretary of State transfers any un-obligated revenue in excess of $75,000 from the agency’s General
Services Operating fund to the state’s General Fund, unless designated otherwise by the legislature.

Legislative Appropriation

The 2011 Sixty-second Legislative Assembly’s appropriation for the Secretary of State’s office for the
2011-2013 biennium was contained in Senate Bill 2002. The gross total appropriated line items in effect
on July 1, 2011, were as follows:

Amount
Appropriated
Subdivision 1
Salaries and Wages ........cccueeeciiiiiieeceeeee e $ 3,423,343
Operating EXPENSES ......ccouuiiiiiieiee e 6,164,989
Petition REVIEW ......ueiiieeeeece e 8,000
Election REfOrM .....ooiiiiee e 6,206,812
Subtotal for SUbdiVISION 1 ..........cooiiiiiee e $ 15,803,144
Subdivision 2
Public Printing (see Chapter 12).......cccoociiiiii e 310,000
(General Funds — $310,000)
Gross Spending AUThOFILY ........ccooiieriere e $16,113,144
Appropriation by Source — General Fund ...............occociiiiiineene $9,326,160
Appropriation by Source — General Services Operating Fund ...... 730,172
Appropriation by Source — Federal...........ccccccooviiiiiiiiiieieee 6,056,812
Total Funding by SOUICE.........ccoiciiieiieee e $ 16,113,144




Adjustments Made to Original Appropriation During Biennium

Adjustment #1 — According to the provisions of N.D.C.C. § 54-09-08, the Secretary of State’s office was
allowed to carry over the balance of the general services operating fund up to $75,000. Therefore, the
operating line was increased by $75,000.

Adjustment #2 — According to SB 2002, Section 4 Exemption, the unexpended and unobligated balance
in the Secretary of State’s general services operating fund is not subject to the provisions of N.D.C.C. §
54-09-08 and is available to be expended for the migration project. Therefore, the operating line was
increased by $27,526.25.

Adjustment #3 — According to the provision of N.D.C.C. § 54-44.1-11, subsection 6, the Secretary of
State’s office was allowed to carry over the remaining balance of the funds allocated for the migration
project. Therefore, the operating line was increased by $78,000.

Adjustment #4 — On September 12, 2011, the Emergency Commission approved Request #1778 to
transfer spending authority from the operating line to the salary line in the amount of $175,000. The
budget section committee approved this request on September 15, 2011.

Adjustment #5 — On June 12, 2012, the Emergency Commission approved Request #1799 to transfer
spending authority from the operating line to the salary line in the amount of $295,000. The budget
section committee approved this request on June 19, 2012.

Adjustment #6 — On September 10, 2012, the Emergency Commission approved Request #1805 to
increase spending authority in the petition review line by $15,000.

Adjustment #7 — On September 10, 2012, the Emergency Commission approved Request #1806 to
increase special fund spending authority in the salary line by $196,000. The budget section committee
approved this request on September 20, 2012.

Agency Appropriation After Preceding Adjustments

Amount
Appropriated
Subdivision 1
Salaries anNd WagES........ccoueeecieeicieee et $ 4,089,343
Operating EXPENSES ....covveiiieiiieeieeee et e e e e e 5,797,515
Petition REVIEW ........ooiiiiiii e 23,000
Election REfOrM .........uueeiiiiieiieie e 6,206,812
Technology CarryOVEr .........cooicieeiee et 78,000
Subtotal for SUBAIVISION T .......veieeeiii e $ 16,194,670
Subdivision 2
Public Printing (see Chapter 12)........cccoceiiiiiiiiieee e 310,000
(General Funds — $310,000)
Gross Spending AUthOKItY..........eevieeeiiiee e $ 16,504,670
Appropriation by Source — General Fund ..............cocccceveivcieneeenee, $ 9,419,160
Appropriation by Source — General Services Operating Fund ...... 1,278,698
Appropriation by Source — Federal............cccooiiiiiiiiiiini e 5,806,812
Total Funding by SOUrCe..........cccciiiiiiii e $ 16,504,670



Chapter Six (B)
Revenue
The Office of the Secretary of State generates revenue for the state’s General Fund and its General
Services Operating fund in a variety of ways. The specific manner by which revenue is generated has

been summarized in the several chapters contained within this report relating to the various units within
the office. For the biennium covered by this report, the revenue was as follows:

General Fund Revenue

AdMINISIratioN ........cooiieeeiee e $ 100
Business Registration/Information..........c..cccccevviieenennnnnnn. 7,484,382
Central Indexing System ......ccccccovvivie i, 1,887,220
ElECHONS ....oviiieeie s 10,689
[ Tor =T g ] o o O S 2,392,181

LT o] o] v= 1 TR $ 11,774,572

General Services Operating Fund Revenue

Business Registration/Information................cccccoiiriiin $ 191,084
Central Indexing System .........cccocciiiiiii i 408,361
LICENSING «oo ittt 2,369

SUDLOLAL .. $ 601,814
Combined Subtotals ........ccoooiiiiiii e, $ 12,376,386
Public Printing (see Chapter 12) .......cccccceeeveeiiiicviiiveeeeeeee $ 8,159

SUBLOtal ..o 8,159
Gross REVENUE..........cooiiiiiie et $ 12,384,545

11



Chapter Six (C)
Expenditures
Unspent

Adjusted Balance Percentage
Appropriation Expenditures Remaining of Subtotal # 1

Subdivision 1
Salaries......cccocoeeeeeeeeee e $ 4,089,343 $ 3,939,755 $ 149,588 4%
Operating Expenses ..................... 5,797,515 4,343,000 1,454,515 25%
Petition Review...........ccccccooeeeinn. 23,000 22,369 631 3%
Election Reform........ccccccvvvvvviveeens 6,206,812 2,263,394 3,943,418 64%
Technology Carryover ................... 78,000 78,000 0 0%
Subtotal .........occovviiii $16,194670 $ 10,646,518 $ 5,548,152
Expenditures by Funding Source
General Funds...........cceeeuvveeee... 9,109,160 7,758,124 1,351,036 15%
Special Funds........ccccceeevveeeennne. 1,278,698 983,478 295,220 23%
Federal Funds..........ccocvvvveeeneennn.. 5,806,812 1,904,917 3,901,895 67%
Subtotal ..o $16,194670 $ 10,646,519 $ 5,548,151

Subdivision 2 — General Funds

Public Printing (See Chapter 12)...$ 310,000 $ 261,500 $ 48,500 16%

Subdivisions 1 and 2

Gross Total Expenditures................. $16,504670 $ 10,908,018 $ 5,596,652

Funds Returned to State’s General Fund
On June 30, 2013, the agency had a remaining gross total of $1,351,036 in unexpended general fund
appropriated dollars. Of this amount, $1,351,035 was approved to be carried over to the 2013-2015
biennium to support the Secretary of State’s ongoing technology project for general office operations.

The agency'’s gross total return to the state’s general fund from its 2011-2013 appropriation was $48,501.

12



Chapter Six (D)

SUMMARY OF REVENUE, APPROPRIATIONS, AND EXPENDITURES - BIENNIAL HISTORY

2001-2003 2003-2005 2005-2007 2007-2009 2009-2011 2011-2013

REVENUE — General Fund

Administration .........cccccceve.... $ 787 $ 78 $ 5936 $ 5141 $ 3,575 $ 100
Business Registration .......... 3,345,569 3,755,522 4,108,520 4,674,201 5,376,656 7,484,382
Central Indexing UCC/CNS.. 1,650,205 1,581,727 1,595,530 1,536,360 1,676,308 1,887,220
Licensing ......ccccceeeeeeiiineeennn. 870,743 944,749 1,098,565 1,198,373 1,463,473 2,392,181
Elections.......coveeveeeeeeeeaee. 1,856 7,032 6,634 18,507 9,887 10,689

Subtotal.......c.oeeiviieiiiiinnn, $ 5,869,160 $6,289,108 $6,815,185 $7,432,582 $8,529,899 $11,774,572

REVENUE — General Services Operating Fund

$ 115840 $

284,140
0
1,325

134290 $ 136,085 $ 133,724 $ 191,084
318,229 361,863 380,866 408,361
1,926 1,424 1,118 2,369

0 17,125 0 0

Business Registration/Info ...$ 103,198
Central Indexing ................... 268,260
Licensing .......cccoceeeieeeennnen. 410
Elections........ccocceeviiieeinnnen. 0

Subtotal .......ccoceveeiinn $ 371,868

Public Printing (General Fund)___ 36,670

$ 401,305 $ 454445 $ 516,497 $ 515708 $ 601,814

25,832

19,383 15,728 13,153 8.159

$6,716,245 $7,289,015 $7,964,807 $9,058,760 $12,384,545

$2,153,618 $2,354,114 $2,716,079 $ 3,262,138 $ 4,089,343

2,070,226
0

0

8,000

0
9,578,364
0

0

2,174,561 2,981,097 3,274,450 5,797,515

15,000 0 0 0

0 0 0 0

8,000 8,000 8,000 23,000

0 0 0 0
9,684,728 5,520,000 8,712,528 6,206,812
0 2,920,000 3,400,698 0

0 0 0 78,000

$13,810,208 $14,236,403 $14,145,176 $18,657,814 $16,194,670

336,000

327,000 303,500 337,000 310,000

Total Appropriations ........... $4,962,601 $14.146.208 $14.563,403 $14.448,676 $18.994.814 _$16,504.670

$2,121,564 $2,343,512 $2,691,506 §$ 3,240,403 $ 3,939,755

2,020,947
0

0

3,821

0
4,278,705
0

0

2,174,211 2,966,557 2,905,002 4,343,000

14,044 0 0 0

0 0 0 0

4,411 7,795 5,146 22,369

0 0 0 0
5,716,341 2,009,364 2,574,673 2,263,394
0 0 0 0

0 0 0 78,000

Total Revenue .................. $ 6,277,698
APPROPRIATIONS
Salaries ......cccccceeeeveeeciieennn $ 2,120,200
Operating Expenses............. 2,148,290
Capital Assets .......cccceeeeenn. 0
Equipment........................... 8,445
Petition Review .................... 12,000
Central Indexing System....... 21,000
Election Reform.................... 150,000
BND Loan.......ccccceevvvuinrnennnn. 0
Technology Carryover.......... 0

Subtotal..........ccccvveie. $ 4,459,935
Public Printing .........c.cccc....... 502,666
EXPENDITURES
Salaries .....cccceeeeeeeveeeeeeeenn. $ 2,018,802
Operating Expenses............. 11,880,540
Capital Assets ......cccceeeeeeennn. 0
Equipment........ccccooeiiiieenn. 8,148
Petition Review ................... 6,127
Central Indexing System ...... 21,000
Election Reform................. 26,636
BND Loan.......cccccceeevuvrvennn. 0
Technology Carryover.......... 0

Subtotal ........ccceeiie $ 3,961,253
Public Printing ...........cc......... 416,832

$ 8,425,037 $10,252,519 $7,675,222 $ 8,725,225 $10,646,518

243,837 266.465 292,201 261,500

Total Expenditures............ $4,378,085 $8,743,119 $10,496,356 $7,941.687 $9.017,426 $10,908,018
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Chapter Six (E)
Audit

On May 9, 2013, the Office of the State Auditor transmitted to this office the results of a financial and
compliance audit for the two-year period ending June 30, 2012. The State Auditor made the following
findings and recommendations (both the questions and the auditor's answers (italicized) are quoted
directly from the report):

Responses to Legislative Audit and Fiscal Review Committee (LAFRC) Audit Questions

1. What type of opinion was issued on the financial statements? Financial statements were
not prepared by the Secretary of State in accordance with generally accepted accounting
principles so an opinion is not applicable. The agency’s transactions were tested and
included in the state’s basic financial statements on which an unqualified opinion was
issued.

2. Was there compliance with statutes, laws, rules, and regulations under which the agency
was created and is functioning? Yes

3. Was internal control adequate and functioning effectively? Yes

4. Were there any indications of lack of efficiency in financial operations and management of
the agency? No

5. Has action been taken on findings and recommendations included in prior audit reports?
There were no recommendations included in the prior audit report.

6. Was a management letter issued? If so, provide a summary below, including any
recommendations and the management responses. No, a management letter was not
issued.

LAFRC Audit Communications

1. Identify any significant changes in accounting policies, any management conflicts of
interest, any contingent liabilities, or any significant unusual transactions. There were no
significant changes in accounting policies, no management conflicts of interest were noted,
no contingent liabilities were identified or significant unusual transactions.

2. lIdentify any significant accounting estimates, the process used by management to
formulate the accounting estimates, and the basis for the auditor's conclusions regarding
the reasonableness of those estimates. The Secretary of State’s financial statements do
not include any significant accounting estimates.

3. Identify any significant audit adjustments.  Significant audit adjustments were not
necessary.

4. |dentify any disagreements with management, whether or not resolved to the auditor’s
satisfaction relating to a financial accounting, reporting, or auditing matter that could be
significant to the financial statements. None.

5. ldentify any serious difficulties encountered in performing the audit. None.

6. Identify any major issues discussed with management prior to retention. This is not
applicable for audits conducted by the Office of the State Auditor.

7. ldentify any management consultations with other accountants about auditing and
accounting matters. None.

8. Identify any high-risk information technology systems critical to operations based on the
auditor’s overall assessment of the importance of the system to the agency and its mission,
or whether any exceptions identified in the six audit report questions to be addressed by the
auditors are directly related to the operations of an information technology system.
ConnectND Finance, Human Resource Management System (HRMS), and the AS400
(Business Registration and Accounting System) are high-risk information technology
systems critical to the Secretary of State.
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Chapter Seven

Accounting/Notary Unit

The unit is responsible for the accounting and payroll functions of the agency, the commissioning of
notaries public and the issuance of certifications and apostilles (for countries included in the Hague
Convention).

Notaries Public

Under N.D.C.C., Chapter 44-06, the Secretary of State commissions notaries public. The term of office
for a notary is six years unless sooner revoked by the Secretary of State. Notaries may administer oaths
and perform all other duties required by law anywhere within the state. A notary public must be at least
18 years of age, be a United States citizen, and be a state resident, or have a place of employment in
North Dakota if he or she is a resident of a county in a bordering state. There were 13,873 notary
commissions in effect on June 30, 2013. During the biennium, there were 5,130 new or renewal
commissions issued. To educate and maintain contact, the Notary Notes newsletter was mailed to the
notaries in July 2011 and September 2012.

The 2011 Sixty-second Legislative Assembly adopted HB 1136 (2011 Session Laws, Chapter 334),
which created an entirely new chapter in the Century Code related to notarial acts. It was based on a
recommended uniform law draft from the National Conference of Commissioners on Uniform State Laws.
North Dakota was the first state to adopt it. The bill became effective August 1, 2011.

Apostille
Most often, an apostille is issued by the Secretary of State to confirm the commission of notaries public.

This certificate is attached to documents intended for use in foreign countries. It certifies the authenticity
of the signature and the capacity in which the person signing the document has acted. During the
biennium, the Secretary of State completed 1,010 apostille requests.
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Chapter Eight

Administrative/Licensing Unit

This unit has a multitude of responsibilities and duties. They range from filing documents of the
legislature to the regulation of boxing and mixed fighting styles. Most of the revenue generated by this
unit is from the collection of fees related to the issuance of contractor licenses, registration of charitable
organizations, and registration of lobbyists. The details of these functions are as follows:

Commissioner of Combative Sports (formerly State Athletic Commissioner)

According to Chapter 53-01 of the state’s Century Code, the Secretary of State is the commissioner of
combative sports and administers matters relating to the regulation of boxing, kickboxing, sparring and,
as of July 1, 2005, mixed fighting style competition. The Secretary of State may appoint a commission of
combative sports to assist and advise the commissioner in the administration of the duties of the position.

The commission of combative sports has nine members. They are appointed by the Secretary of State
and have terms of three years. Each year, three members are newly appointed or re-appointed to the
board. This process provides for continuity from year-to-year as the members assist and advise the
commissioner.

The first state athletic commission was created by the legislature in 1935 with House Bill 213 (1935
Session Laws, Chapter 91). The commission included the Commissioner of Labor and Agriculture, a
practicing physician and a practicing attorney appointed by the Governor. Interestingly, the law was
specific in stating that not only were the appointees to be citizens of the state, but also of good moral
character.

Over the years, the law was changed very little. Then, in 1967, the position of Commissioner of Labor
and Agriculture was divided into two separate statewide offices with the Commissioner of Agriculture
retaining the duties relating to the athletic commission.

Four years later, in 1971, the Legislative Assembly adopted Senate Bill 2078 and transferred the duties
of the athletic commissioner to the Secretary of State and eliminated the three person athletic
commission (1971 Session Laws, Chapter 484). However, at the same time, the provisions of the law
were such that they did not apply to boxing exhibitions where the net proceeds of the event were devoted
to charitable purposes. Consequently, while the law was again modified in 1987 by House Bill 1074
(1987 Session Laws, Chapter 607) and in 1989 by Senate Bill 2184 (1987 Session Laws, Chapter 609),
most boxing exhibitions were promoted on behalf of charitable purposes. Therefore, there was no state
oversight.

However, that changed in 1991 when major changes were made to the laws governing boxing. In that
year, the Fifty-second Legislative Assembly adopted Senate Bill 2411 (1991 Session Laws, Chapter
543), which became effective July 1, 1991. With its passage, the duties of the athletic commissioner
became much more defined. The law also allowed for the creation of an athletic advisory board and
allowed for a much better response and regulation to the growing boxing activity that was taking place
within the state of North Dakota. Since one of the major duties of the athletic commissioner is to ensure
the safety of the boxers, the restructured law made those duties easier to administer.

During the 2011 Sixty-second legislative session, SB 2286 was adopted (2011 Session Laws, Chapter
377), which became effective August 1, 2011. The bill changed the title of the position from the State
Athletic Commissioner to the Commissioner of Combative Sports, along with changing the name of the
Athletic Advisory Board to the Commission of Combative Sports.
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Revenue from the issuing of licenses related to the duties of the commissioner is deposited into a special
fund as provided for in Section 53-01-09 of the North Dakota Century Code. Licenses are issued to the
participants, referees, judges, corner persons, managers, ringside officials, and promoters. The fees
collected range from $10 for a participant to $100 for a promoter.

During the 2011-2013 biennium, 81 licenses were issued related to the regulation of boxing events.
The following boxing exhibitions were held during the biennium (date, location, and promoter).

January 28, 2012 — Williston, Boris Promotions
April 28, 2012 — Minot, M-NT Native Sports & Entertainment LLC
February 9, 2013 — Fargo, Rapacz Event Promotions LLC

During the 2005 Fifty-ninth legislative session, Senate Bill 2356 (2005 Session Laws, Chapter 464) was
adopted, which resulted in a significant addition to the duties of the State Athletic Commissioner (now
Commissioner of Combative Sports). The legislation authorized “mixed fighting style competition” and as
defined in the law “means an advertised or professionally promoted exhibition or contest for which any
type of admission fee is charged and in which the participants who inflict or employ kicks, punches,
blows, holds, and other techniques to injure, stun, choke, incapacitate, or disable an opponent. The
techniques may include a combination of boxing, kickboxing, wrestling, grappling, or other recognized
martial arts.” Although legally described as mixed fighting style, the common vernacular reference is
mixed martial arts.

The legislation authorized an advisory board, similar in structure to the boxing advisory board, to advise
the Athletic Commissioner specifically on mixed fighting style competition. As adopted in the legislations,
these competitions could only occur upon adoption of administrative rules. In order to make sure the
rules were the very best they could be, a working group of individuals knowledgeable in the sport and the
Secretary of State’s office drafted the rules over a period of several months. The rules, Chapter 72-02.2-
02 of the North Dakota Administrative Code, were approved and became effective on October 1, 2006.
The first mixed fighting style event under the new law and rules was held on October 7, 2006, in the
Bismarck Civic Center.

During the 2011-2013 biennium, 881 licenses were issued related to the regulation of mixed martial arts.

The following mixed fighting styles events were held during the biennium (date, location, and promoter):

September 24, 2011 — Dickinson, Pound Em October 13, 2012 — Grand Forks, Dakota
Productions LLC Fighting Championships
October 15, 2011 — Jamestown, Impact Fighting October 20, 2012 — Jamestown, Impact Fighting
Championship, LLC Championship, LLC
October 29, 2011 — Fargo, Impact Fighting November 17, 2012 — Fargo, MAX Fights LLC
Championship, LLC December 8, 2012 — Bismarck, Impact Fighting
December 3, 2011 — Bismarck, Impact Fighting Championship, LLC
Championship, LLC January 26, 2013 - Fargo, Dakota Fighting
February 18, 2012 — Fargo, CFX Cage Fighting Championships
Xtreme February 2, 2013 — Fort Yates, Dakota Nation’s
February 25, 2012 — Valley City, Impact Fighting Young Guns Promotions
Championship, LLC March 2, 2013 - Valley City, Impact Fighting
March 31, 2012 — Fargo, MAX Fights LLC Championship, LLC
April 14, 2012 — Bismarck, Impact Fighting March 23, 2013 — Fargo, MAX Fights LLC
Championship, LLC April 13, 2013 — Bismarck, Impact Fighting
May 19, 2012 — Williston, Ultimate Showdown Championship, LLC
Association, M.M.A. Fights, Inc April 20, 2013 - Fargo, Dakota Fighting
August 25, 2012 — Minot, Golden Cage MMA, Championships
LLC May 5, 2013 — Minot, Golden Cage MMA, LLC
September 8, 2012 — Bismarck, Impact Fighting May 18, 2013 - Dickinson, Pound Em
Championship, LLC Productions LLC
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Contractors

According to Section 43-07-02 of the North Dakota Century Code, any person who engages in the
business or is acting in the capacity of a contractor within the state is first required to obtain a license
from the Secretary of State. This law applies to any single contract or subcontract where the cost, value,
or price exceeds the sum of $2,000. Failure to obtain a contractor’s license before commencing
contracting related jobs may result in a referral for criminal prosecution to the State’s Attorney in the
jurisdiction where the violation was committed or action commenced by the North Dakota Attorney
General.

By law, a contractor is defined as any person who is engaged in the business of construction, repair,
alteration, dismantling, or demolition of bridges, highways, roads, streets, buildings, airports, dams,
drainage or irrigation ditches, sewers, water or gas mains, water filters, tanks, towers, oil, gas or water
pipelines, and every other type of structure, project, development, or improvement coming within the
definition of real or personal property, including the construction, alteration, or repair of property to be
held either for sale or rental, and shall include subcontractor, public contractor, and nonresident
contractor.

There are four classes of contractor licenses. A holder of a Class A license is not subject to a limitation
as to the value of any single contract project. Class B holders cannot have a single contract on a project
having a value in excess of $250,000. For holders of a Class C license, the limit is $150,000 and Class D
licenses are limited to $50,000. New license application fees are; Class A — $300; Class B — $200; Class
C - $150; and Class D — $50. There were 11,701 contractor licenses in effect on June 30, 2013.

Contractor licenses must be renewed annually by March 1 of each year. Penalties are assessed if the
license is not renewed by the due date. If the license is not renewed within ninety days after the renewal
date, a contractor must apply again for a new license. Annual renewal fees are; Class A — $60; Class B —
$40; Class C — $30; and Class D — $10.

Charitable Solicitation

Chapter 50-22 of the North Dakota Century Code governs charitable organization soliciting contributions
and professional fundraisers. The 2003 Fifty-eighth Legislative Assembly adopted SB 2341 (2003
Session Laws, Chapter 419), which became state law on July 1, 2003, the beginning of the biennium.
Working in collaboration with the Attorney General’s office, the bill represented a major rewrite and
reformatting of the state’s law related to charitable solicitation. A major process change was the switch
from licensing to the registration of charitable organizations. In addition, the bill gave the Attorney
General expanded enforcement tools to pursue violators of the law. Unless a charitable organization or
professional fundraiser is first registered with the Secretary of State, the charitable organization or
professional fundraiser may not solicit contributions from persons in North Dakota by any means.

Among other requirements, there is an organization registration fee of $25 and a required financial
statement. Each year, the organization must file an annual report, along with a $10 fee, itemizing, among
other categories, revenue, management costs, program services, cost of fundraising, names of
professional fundraisers, cost of public education, and employee compensation.

Depending on the violation, a person violating the law is guilty of a Class A misdemeanor or a Class C
felony, which are in addition to all other causes of action, remedies, and penalties available to the state.

Duties of the State
The Office of the Secretary of State has the following duties relating to state functions:

e The office records and retains all books, records, deeds, parchments, maps, and papers
deposited with the Secretary of State as mandated in the law;

e The Secretary of State attests the official signature of the Governor upon all executive orders,
appointments, and other public instruments and then affixes the Great Seal of the State of North
Dakota;

e The office maintains a registry of the official acts of the Governor, including proclamations,
appointments, executive orders, extraditions, and writs. During the biennium, there were 493
filings of official acts of the Governor;

e The office maintains a record of all conveyances of property made to the state;
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e The office files oaths of office and statements of interest of the appointees of the Governor.

Legislative Duties
The Office of the Secretary of State has the following legislative duties:

¢ Retains two sets of the legislative journals of each house, certifies their receipt, and forwards the
additional journals as mandated by legislative rule;

e Receives, records, and stores all books, bills, resolutions, documents, and papers of the
legislature as provided for in the law;

¢ Provides members of the Legislative Assembly with all public documents as provided for in the
law, including the North Dakota Century Code and its supplements, session laws of the last
legislative session, journals of the last legislative session, the North Dakota Administrative Code
and its supplements, and the North Dakota Blue Book when it is published;

¢ Provides members of the Legislative Assembly and legislative committees with copies of any
public documents on file with the Secretary of State;
Distributes laws, resolutions, or other documents of the Legislative Assembly;
Retains the acts and resolutions of the Legislative Assembly until such time the law allows, then
transfers to the State Historical Society;

e Performs such other duties as may be assigned by the Legislative Assembly.

For the 2013 Sixty-third Legislative Assembly, the Secretary of State filed 272 legislative bills originating in
the House of Representatives and 233 bills originating in the Senate. The Governor vetoed two House
bills and portions of another House bill. Also filed were 24 House Concurrent Resolutions and 17 Senate
Concurrent Resolutions, along with a Memorial Resolution from each chamber. The session convened
January 8, 2013, and adjourned May 4, 2013.

Lobbyist Registration
According to Section 54-05.1-03 of the North Dakota Century Code, any person who engages in lobbying

must first register with the Secretary of State and be given a distinctive lobbyist identification badge. The
state’s lobbying laws are all inclusive as to who must register as a lobbyist. Any person who, in any
manner whatsoever, directly or indirectly, performs any of the following must register as a lobbyist:
e Attempts to secure the passage, amendment, or defeat of any legislation by the Legislative
Assembly or the approval or veto of any legislation by the Governor of the state.
e Attempts to influence decisions made by the Legislative Council or by an interim committee of the
Legislative Council.

The registration requirement does not apply to the following individuals. All others must register.

e Alegislator.

e A private citizen appearing on his or her own behalf.

e An employee, officer, board member, volunteer, or agent of the state or its political subdivisions
whether elected or appointed and whether or not compensated, who is acting in that person’s
official capacity.

e Aninvited guest of the chairman of the Legislative Council, an interim committee of the Legislative
Council, or a standing committee of the Legislative Assembly to appear before the council, interim
committee, or standing committee for the purpose of providing information.

¢ An individual who appears before a legislative committee for the sole purpose of presenting
testimony on behalf of a trade or professional organization or a business or industry if the
individual is introduced to the committee by the registered lobbyist for the trade or professional
organization or the business or industry.

Each individual registered lobbyist must also file a detailed report, including a statement as to each
expenditure, if any, of sixty dollars or more expended on any single occasion on any individual, including
the spouse or other family member of a member of the legislative assembly or the governor, in carrying
out the lobbyist’s work or include a statement that no reportable expenditures were made during the
reporting period. There is no filing fee if the report is filed after July 1 and on or before August 1. After
August 1, a $25 late filing fee is assessed if the report is filed on or before October 1. For reports filed
after October 1, the late filing penalty increases to $50.
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When registering as a lobbyist, the registrant must give his or her full name, address, and the name and
address of each person or persons, corporations, associations, groups, or organizations on whose behalf
he or she will appear. The registrant must also provide a letter of authorization from those he or she
represents.

There were 162 lobbyists registered for the registration year July 1, 2011 to June 30, 2012, representing
288 organizations. From July 1, 2012 through June 30, 2013, there were 574 lobbyists registered
representing 942 organizations. More lobbyists are registered during the twelve-month registration cycle
that includes a legislative session.

Miscellaneous Duties

Athlete Agents: During the 2003 Legislative Assembly, SB 2157 (2003 Session Laws, Chapter 81) was
adopted. This bill enacted the Uniform Athlete Agents Act, which comprises Chapter 9-15.1 of the North
Dakota Century Code. By law, an athlete agent is an individual who enters an agency contract with a
student-athlete or recruits or solicits a student-athlete to enter an agency contract. An athlete agent
includes an individual who represents to the public that the individual is an athlete agent, but does not
include a spouse, parent, sibling, grandparent, or guardian of the student-athlete or an individual acting
solely on behalf of a professional sports team or professional sports organization. Athlete agents must
register with the Secretary of State. As of June 30, 2013, there was one athlete agent registered with this
office.

Facsimile Signatures: Each state official is required to file with the office his or her signature, certified by
that officer under oath, for facsimile purposes in official state business.

International Wills: The office registers and preserves international wills of citizens for later execution and
disposition according to law. N.D.C.C. § 30.1-08.2-09.

Public Meetings: As mandated by N.D.C.C. § 44-04-20, the agency maintains a file of the notices for
public meetings held by state agencies, boards, and departments. To provide better access for the public
and other interested parties, funding was provided in the Secretary of State’s 2011 appropriation to make
the information available on the agency’s website. As a result, the Secretary of State’s office and the
state’s Information Technology Department (ITD) deployed the North Dakota Public Meeting Notices web
application in February 2013. This application allows state agencies, commissions, boards and other
entities subject to the open meetings and open records laws direct access to post, edit and cancel public
meeting notices online. By doing so, they comply with the requirements of state law and eliminate the
need to file paper copies of such notices. The web application also allows the public and media online
access to search and subscribe to public meeting notices. The North Dakota Public Meeting Notices web
application is available at https://intranetapps.nd.gov/sos/ndpmn/mainmenu.htm.  The link is also
available on the ND.gov (www.nd.gov) and Secretary of State (www.nd.gov/sos) websites.

Service of Process: The agency completes service of process or legal papers when the following
business organizations fail to appoint or maintain a registered office or registered agent: domestic and
foreign corporations, nonprofit corporations, cooperative associations, limited partnerships, limited liability
partnerships, limited liability limited partnerships, and real estate investment trusts.

The Secretary of State also acts as agent for service of process for out-of-state contractors (N.D.C.C. §
43-07-19), amusements (N.D.C.C. § 53-05-04), and notaries living in county of a bordering state
(N.D.C.C. § 44-06.1-20(2)(c)). The office maintains a record of all processes, demands, or notices.
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Chapter Nine
Central Indexing Unit

The Central Indexing System (CIS)
The 1989 Legislative Assembly first studied the Central Indexing System (CIS) after it adopted House

Concurrent Resolution 3057 (1989 Session Laws, Chapter 840). The resolution directed the Legislative
Council to study state laws relating to state and local filings of liens, security documents, financing
statements, and continuation statements.

The study included representatives from livestock auction yards, bankers, other lenders, grain dealers,
the North Dakota Association of Counties, the state Information Services Division (now known as the
Information Technology Department), and the office of the Secretary of State. The study resulted in the
adoption of Senate Bill 2024 (1991 Session Laws, Chapter 449) by the 1991 Legislative Assembly.

The new law mandated the Secretary of State to develop and implement a computerized system, which
would store data in a central location for the various documents filed with the Secretary of State or in the
office of the county recorder (formerly known as register of deeds — change effective August 1, 2001)
located in one of the state’s fifty-three counties.

The resulting CIS is not a central filing system. Rather, it is a filing system with a centralized computer
database, which allows for the filing and the search of records through a central indexing system. It
eliminated the need for multiple or duplicate filings having to be made in several counties in order to
perfect a lien. The original documents are retained in the office where the filing was made.

On July 1, 1996, state tax liens were also filed in the CIS and are now perfected statewide as well.

The CIS includes six separate databases in which filing information is maintained and searched. They
are the Uniform Commercial Code (UCC) Index; the Farm Products Central Notice (CNS) Index; the
Federal Lien Index; the Statutory Lien Index; the Statutory Lien Notice Index; and the State Tax Lien
Index.

Central Indexing System — Searches

In addition to allowing the filing of various lien documents in any one of the fifty-four filing locations, the
CIS is also of benefit to those persons who need to search the database in order to determine if any liens
are recorded against a certain individual or business entity. The filing offices provide this service for a
fee. When the system was first implemented, the requesters of such information had to contact one of
the filing offices to request the information they were seeking. Beginning April 1, 1998, a programming
change became effective allowing subscribers direct access through the Internet to conduct a search of
the database for liens.

By paying a one-time registration fee, an annual fee, and a fee for each search, the subscriber is allowed
access through the Secretary of State’s website at www.nd.gov/sos 24 hours a day, seven days a week.
The subscriber is able to select which filing location receives credit for the search fee.

Central Indexing System — Direct Access Filing

Beginning in September 2002, another service was added, which allows subscribers the ability to file
Uniform Commercial Code (UCC) documents and Central Notice System (CIS) filings directly into the
database through the Internet 24 hours a day, seven days a week. As with searches, subscribers pay a
one-time registration fee, an annual fee, and filing fee for each filing submitted. They can also select
which one of the fifty-four filing locations receives credit for the filing fee.

Uniform Commercial Code (UCC)

The agency’s Central Indexing System had its beginnings in 1965 with the adoption of the Uniform
Commercial Code (UCC) law by the Legislative Assembly. Senate Bill 60 contained 257 pages and,
because of its length, it was not published in the 1965 Session Laws book. The law became effective on
July 1, 1966.

The adopted law (N.D.C.C., Chapter 41-09) allowed the Secretary of State to review and process UCC
filings and related lien documents. These documents are filed to protect the collateral of secured parties.
UCC documents are primarily used to provide proof of collateral on a variety of personal property. The
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filing is effective for a period of five years and may be continued within six months prior to the expiration
date for another five years. A filing can be amended, assigned, or have part of the collateral released by
filing an associated filing. Documents terminating the security lien are filed when the debt is paid in full.
Federal tax liens are also filed as UCC documents.

In 1991, the UCC law was substantially revised and updated by the Legislative Assembly with the
adoption of Senate Bill 2100 (1991 Session Laws, Chapter 448). The 2001 Legislative Assembly made
another major revision to the state’s UCC laws when it adopted House Bill 1105 (2001 Session Laws,
Chapter 361). This 97-page bill was introduced at the request of the Commission on Uniform State Laws.
Similar legislation was introduced and adopted in all 50 states. The new law changed the requirements
for financing statements and the responsibility of filing officers in regards to those documents.

The 2011 Legislative Assembly adopted HB 1137 (2011 Session Laws, Chapter 304). It was based on a
uniform law draft from the National Conference of Commissioners on Uniform State Laws. The new law
requires the debtor name to be reflected on the lien document identical to how it appears on the debtor’s
state issued driver’s license or identity card. In the case of an organization, the name reflected on the lien
document must be identical to the name as it appears in the record of the jurisdiction of organization. The
bill has a delayed effective date of July 1, 2013.

Another bill adopted by the legislature was SB 2249. It eliminated the requirement that certain lien filings,
such as UCC documents, include the Social Security Number (SSN) or a Federal Employer Identification
Number (FEIN). This was a significant change since these numbers were used in the system since the
inception of the CIS. It allowed for an accurate search of the names of debtors. However, North Dakota
was only one of two states to use the SSN/FEIN for filing and search purposes. Since the information
field was being eliminated from the national UCC financing statement and to minimize the possibility of
identity theft, it became imperative that the state’s laws be changed.

A major change in filing and searching procedures occurred in the 2013 legislative session with the
passage of HB 1136 (2013 Session Laws, Chapter 257). This bill requires that any statement filed under
the Uniform Commercial Code central filing database, the central notice system or the statutory lien
database be electronically filed in the CIS in a format established by the Secretary of State using a secure
web-based application. The bill also reinstated the requirement of using the social security
number/internal revenue service taxpayer identification number on certain lien filings. The sections of the
bill that relate to these requirements have a delayed effective date of August 1, 2015. However, if the
Secretary of State makes a report to the legislative management committee and to the information
technology committee certifying that the electronic filing system necessary for these requirements is
ready for implementation, these sections become effective 90 days after that certification and before the
August 1, 2015, effective date.

Central Notice System (CNS)
The Central Notice System gives notice of perfected liens filed against the farm products of certain
debtors.

In 1985, the United States Congress first debated the provisions of the Food Security Act, which was a
part of that year’s farm bill. The bill included several provisions and language taken from Article 9 of the
UCC law. This was a unique subject for the federal government because it was an area of law
considered to be in the realm of state responsibility. The “farm products rule” allowed a creditor, with a
security interest in a farmer's crops or livestock, to seek payment from the purchaser of those
commodities if the farmer did not pay the creditor. The act approved by Congress allowed states the
choice of two options. One option was to create a central filing or notice system. This option, the Central
Notice System (CNS) was first discussed by the 1983 Legislature Assembly and ultimately adopted by the
1985 session. On December 16, 1985, the Packers and Stockyards Administration of the United States
Department of Agriculture approved the North Dakota CNS as meeting the requirements of the federal
law. It is believed that North Dakota may have been as early as the third state in the nation in having its
program approved.

Since 1985, the Secretary of State’s office has provided subscribers with a Central Notice System Farm
Products list, which names the individuals who have given a security interest in a crop, product, or
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