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SUMMARY
BRIEFLY — THIS REPORT SAYS

ADMINISTRATIVE RULES COMMITTEE

The Council reviewed all state administrative agency rulemaking actions
from November 1992 through October 1994. The Council approved fee schedules
for medical and hospital services proposed for adoption by the Workers Compen-
sation Bureau, approved extensions of time for administrative agencies to adopt
rules, and received reports of remedial action in response to informal objections
during the 1991-92 interim. The Council formally objected to rules of the
Attorney General relating to deceptive pricing practices and subsequently
removed the objection upon being informed of a proposed amendment to the rule
in question.

The Council recommends House Bill No. 1023 to eliminate the need for the
Administrative Rules Committee to request approval from the chairman of the
Legislative Council to study and review administrative rules and House Bill No.
1024 to require an agency to repeal or amend any rule that was adopted from
federal environmental guidelines which is not relevant to state regulatory
programs and to prohibit an agency from adopting rules from federal guidelines
which are not relevant to state regulatory programs.

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS

The Advisory Commission on Intergovernmental Relations administered a
program of local government efficiency planning grants under 1991 Senate Bill
No. 2346 and 1993 Senate Bill No. 2487. Thirteen grant projects were pending
at the end of the 1991-92 interim and one of the grants went unclaimed. Of the
remaining 12 projects, 11 delivered final reports to the commission during this
interim and one is still in progress. The commission awarded $49,998 for grant
projects during this interim.

AGRICULTURE COMMITTEE

The Council studied the adequacy of current noxious weed laws, regulations,
and control efforts. The Council recommends Senate Bill No. 2031 to establish
anoxious weed educational fund and to provide appropriations for noxious weed
control and eradication.

The Council makes no recommendation with respect to its study of the
development of a noxious weed trust fund.

The Council makes no recommendation with respect to its study of the
desirability of identifying purple loosestrife as a noxious weed and instituting
appropriate methods of control or eradication.

The Council studied problems relating to the use of contracts for the sale of
agricultural commodities. The Council recommends House Bill No. 1025 to
require the mediation of disputes regarding the provisions of agricultural
production contracts and to make a parent entity liable for a subsidiary’s failure
to pay or perform according to the terms of an agricultural production contract.

The Council studied the testing of wheat protein content and ways in which
consistent testing can be encouraged. The Council recommends House Concur-
rent Resolution No. 3001 to urge the Federal Grain Inspection Service to
disseminate useful information about technological and regulatory changes
affecting the grading of wheat and to encourage the use of first official grades at
destination ports.

BUDGET SECTION

The Council received reports on the status of the state general fund for the
1993-95 biennium.

The Council approved nonresident tuition rates proposed by the Board of Higher
Education; requests from North Dakota State University to use universitylands for
the construction of the Ellig Recreational Complex, to construct an aquaculture
facility at the Carrington Research Center, and to construct a technology transfer
center at the Williston Research Center; and a request from the University of North
Dakota to use university lands for the construction of a rural technology center in
Grand Forks. The Council also heard a report on the possible transfer of United
States Air Force property to Dickinson State University.



The Council received reports on grants by the Advisory Commission on
Intergovernmental Relations, duties of the budget office, the budget data to be
presented to the Legislative Assembly, salary increases given during the second
year of the 1993-95 biennium, the enhanced audit program, funds received and
spent for the North Dakota Veterans Cemetery, expenditures for specialized
telecommunications equipment by the Information Services Division, the new
jobs training program, the progress in matching federal highway construction
funds, plans to complete a four-lane highway system throughout the state, the
feasibility of establishing a state repository for medical records, and the profit-
ability of ethanol plants receiving production incentives from the state.

The Council approved requests from the Department of Human Services to
transfer 1991-93 biennium appropriation authority among the various divisions
of the department and to transfer authorized positions from the Developmental
Center to the regional human service centers and from the Game and Fish
Department to allow expenditure of a $1 million contingent appropriation.

The Council studied methods to improve the development of biennial revenue
estimates. The Council recommends that the chairmen of the House and Senate
Appropriations Committees arrange for joint Senate and House Appropriations
Committee hearings to be held during the legislative session to obtain informa-
tion to assist in determining if adjustments are necessary to the executive budget
revenue projections. The Council also recommends that members of the Finance
and Taxation Committees be included in these meetings.

The Council reviewed the powers and duties of the Emergency Commission
and recommends Senate Bill No. 2032 to revise the authority and procedures of
the Emergency Commission,

BUDGET COMMITTEE ON GOVERNMENT FINANCE

The Council studied the desirability of annual or biennial reports. The Council
recommends House Bill No. 1026 to repeal the statutory requirement for
biennial reports by state agencies and institutions.

The Council studied the desirability of establishing a women’s correctional
facility off the State Penitentiary grounds. The Council recommends House Bill
No. 1027 to require judges to sentence inmates to the Department of Corrections
and Rehabilitation rather than to the State Penitentiary or the Missouri River
Correctional Center. The Council also recommends that a separate women’s
correctional facility not be constructed.

The Council studied the cost effectiveness and economic impact of permitting
Roughrider Industries to manufacture and sell products that may be produced
and sold by the private sector. The Council recommends House Bill No. 1028 to
allow Roughrider Industries to participate in the workers’ compensation pro-
gram as required by the private sector/prison industry enhancement program.

The Council studied the methods for funding law enforcement, correctional,
and emergency medical technician training facilities and programs and the
desirability of establishing centralized training for law enforcement, correc-
tional, emergency medical assistance personnel, and other emergency service
providers. The Council recommends House Bill No. 1029 to establish a $2
surcharge on motor vehicle registrations for one year and appropriate the
estimated $1.4 million generated from the $2 surcharge to the Highway Patrol
for the purpose of a building addition for law enforcement training. The Council
also recommends that the Highway Patrol and the Bureau of Criminal Investi-
gation continue a combined training facility and program.

The Council reviewed the status of major state agency and institution
appropriations. The review focused on revenues, expenditures, and utility
expenditures of institutions, the appropriations for the foundation aid program,
and the appropriations to the Department of Human Services for aid to families
with dependent children and medical assistance. In addition, the Council
monitored agency compliance with legislative intent included in the 1993-95
appropriations,

BUDGET COMMITTEE ON GOVERNMENT SERVICES
The Council monitored the continued development of a continuum of services
for the mentally ill and chemically dependent and received status reports from
the Department of Human Services and private providers on the development of
a partnership between the public and private sectors for providing alcohol and
drug abuse treatment services throughout the state.
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The Council received reports from the Department of Human Services
resulting from a consultant’s review of the clubhouse project in Minot to
determine the effectiveness of the program. The Council recommends that the
Legislative Assembly continue the clubhouse programs at Minot and Grand
Forks for sufficient time to allow for a fair test of the adequate implementation
of the clubhouse model in the state and provide funding for the two clubhouse
programs and the eight psychosocial rehabilitation centers. The Council
recommends House Concurrent Resolution No. 3002 to direct the Legislative
Council to monitor services for the mentally ill and chemically dependent,
including a review to determine the effectiveness of the clubhouse projects in
Minot and Grand Forks and the desirability of developing clubhouse programs
in other regions of the state.

The Council received reports from the Department of Human Services
resulting from its study of alternative formulas to allocate funding to human
service centers. The Council recommends that the proposed human service
center funding formulas be rejected and that the Department of Human Ser-
vices, the Executive Budget Office, and the Appropriations Committees analyze
the human service center budget requests using a needs assessment process that
includes a comparison of the needs of persons in the eight regions, current
services available from all sources, and the level of services needed to meet the
unmet needs in each region and that the Legislative Assembly should attempt
to provide funding to human service centers to make basic and essential services
available and accessible in each region.

BUDGET COMMITTEE ON HOME AND COMMUNITY CARE

The Council studied the long-term care needs of veterans. The Council
recommends Senate Bill No. 2033 to provide for a western veterans’ home at a
cost not to exceed $3 million, including up to $1,050,000 from a loan from the
veterans’ postwar trust fund, to provide for site selection of the western facility
to be determined by the Administrative Committee on Veterans' Affairs subject
to either approval of the 1995 Legislative Assembly or the Budget Section during
the 1995-96 interim, and to provide for a Cedar Grove basic care veterans’ home.

The Council studied property cost reimbursement for nursing homes. The
Council recommends Senate Bill No. 2034 to require the Department of Human
Services to include in its nursing home ratesetting system payments for the use
of real and personal property acquired after July 1, 1985, recognizing to the
extent allowable by the federal government, the valuation of assets limited to the
lowest of purchase price, fair market value, or adjusted seller’s cost basis.

The Council monitored the development of a ratesetting system for basic care
facility residents. The Council recommends House Bill No. 1030 to provide that
the Department of Human Services basic care facility ratesetting system apply
only to facilities that receive payments from the state or any political subdivi-
sion. The Council supports the Department of Human Services proposed basic
care ratesetting system to be effective July 1, 1995, which includes reimbursing
a basic care facility for direct care costs up to a maximum of the 90th percentile,
indirect costs up to a maximum of the 75th percentile, allowable property costs,
a three percent operating margin, an efficiency incentive, and annual inflation-
ary adjustments.

The Council monitored the development of a management information system
for use by the 1995 Legislative Assembly regarding the cost and utilization of the
service payments to the elderly and disabled (SPED) program. The Council
supports the SPED program as a cost-effective alternative to more expensive
institutional care and supports funding for the program during the 1995-97
biennium to continue the 1993-95 caseloads, adjusted for inflationary increases.

BUDGET COMMITTEE ON HUMAN SERVICES

The Council studied welfare reform. The Council recommends Senate Bill No.
2035 to require the Department of Human Services to seek a federal waiver for
a welfare reform demonstration project. The Council recommends several bills
regarding child support enforcement—House Bill No. 1031 to provide for the
suspension of a motor vehicle operator’s license for delinquent child support;
House Bill No. 1032 to provide assistance in establishing paternity acknowledg-
ments; Senate Bill No. 2036 to establish the Department of Human Services as
a child support receipting and payment center; House Bill No. 1033 to make it
illegal for a person with delinquent child support to purchase or use a hunting,
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fishing, or trapping license; House Bill No. 1034 to require employers of 25 or
more employees to report to the Department of Human Services the hiring of
each full-time employee (for the purpose of child support enforcement); and
House Concurrent Resolution No. 3003 to direct the Legislative Council to study
methods to improve the cost effectiveness and efficiency of the Department of
Human Services child support collection system.

The Council studied optional Medicaid services and effect of the Medicaid-
eligible population on Medicaid providers. The Council recommends Senate Bill
No. 2037 to change statutory references from poor relief to county general
assistance and to require the Department of Human Services to develop a
method to allocate basic care assistance costs to each county. The Council
supports the continuation of state funding of optional Medicaid services; recom-
mends the state, during the 1995-97 biennium, maintain a consistent level of
funding for optional Medicaid services, adjusted for caseload increases and
inflationary costs; and encourages the 1995 Legislative Assembly to give early
consideration to the funding of optional Medicaid services in the budgeting
process because of the impact on counties, service providers, and clients.

The Council encourages the Department of Human Services and the North
Dakota Hospital Association to continue to study hospital Medicaid reimburse-
ment methods and encourages the Department of Human Services to continue
to recognize, through the Medicaid disproportionate share payment process, the
needs of providers serving a large percentage of Medicaid recipients.

BUDGET COMMITTEE ON YOUTH SERVICES

The Council studied the provision of services for children for the purpose of
developing a seamless delivery system for children’s services in the state. The
Council also received reports from the Children’s Services Coordinating Com-
mittee on the status of the implementation of the state children’s services plan
as outlined in 1993 Senate Bill No. 2016. The Council recommends Senate Bill
No. 2038 to establish a community visitation center grant program, to establish
a grant program for domestic violence programs for support services for children
victims and witnesses of domestic violence, to expand the juvenile court guard-
ian ad litem program, to require parents to be involved in their child’s treatment,
and to allow the removal of suspected perpetrators from the home in child abuse
and neglect situations.

The Council recommends Senate Bill No. 2039 to expand and provide training
for mandated child abuse and neglect reporters, to provide training to profes-
sionals involved in child sexual abuse cases, to provide assessment and treat-
ment services for child sexual abuse victims, perpetrators, and their families, to
require background checks on all out-of-home child care providers, and to
establish a child sexual abuse public awareness program.

The Council recommends Senate Bill No. 2040 to extend the allowable length
of probation for persons found guilty of a sexual offense against a minor for an
additional five years for felony convictions and an additional two years for
misdemeanor convictions and to allow judges to sentence a convicted sex
offender to a treatment program.

The Council recommends Senate Bill No. 2041 to require the Governor to
report to the Legislative Assembly on the status of children and families, to
expand the responsibilities of the Children’s Services Coordinating Committee,
to establish regional and tribal children’s services coordinating committees, and
to provide an appropriation to implement the Budget Committee on Youth
Services recommendations.

The Council recommends Senate Bill No. 2042 to provide public or community
health nursing services to students enrolled in public schools and to all newborn
children and their families in their homes.

The Council recommends Senate Bill No. 2043 to require all child care
providers to be licensed except when child care is provided by a relative or by a
person caring for children from only one family other than their own.

The Council recommends Senate Bill No. 2044 to expand intensive in-home
family preservation services, to establish children and family units in regional
human service centers, to provide child care assistance for teen parents in school,
to provide treatment services for severely emotionally disturbed children, and to
provide diagnostic crisis beds for children needing mental health, substance
abuse, or sexual abuse treatment services.

The Council recommends Senate Bill No. 2045 to lessen the level of evidence
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needed in child deprivation cases, to expand the membership and duties of state
and local child protection teams, to expand the administrative appeals process
within the Department of Human Services for parents, to change child abuse and
neglect terminology, to provide assistance to state’s attorneys in juvenile court
deprivation cases and in child sexual abuse criminal cases, and to establish a
State’s Attorney Review Board.

The Council recommends Senate Bill No. 2046 to establish a before and after
school child care grant program; to require schools to offer voluntary life skills,
health education, and tobacco usage cessation programs; and to provide training
to teachers on identifying and assessing potential suicide victims.

The Council recommends Senate Bill No. 2047 to reduce the blood alcohol level
for individuals under the age of 21 to be charged with driving while under the
influence from .10 percent to .02 percent and also to reduce the level for which
individuals under the age of 21 will lose their hunting and motorboat operating
privileges from .10 percent to .02 percent.

The Council recommends Senate Concurrent Resolution No. 4001 to direct the
Legislative Council to study dispositional alternatives available to judges in
cases involving sexual offenses against children, the disposition of cases involv-
ing perpetrators who do not attend court-ordered treatment, and the courts’ use
of and compliance with alternative testimony provisions; Senate Concurrent
Resolution No. 4002 to direct the Legislative Council to study the implementa-
tion of the 1993-94 Budget Committee on Youth Services recommendations and
to receive reports from the Children’s Services Coordinating Committee on its
progress toward meeting its goals and objectives for improving the status of
children and families in the state; and Senate Concurrent Resolution No. 4003
to direct the Legislative Council to study the desirability of a long-term funding
initiative to make available housing for families who are low income, homeless,
or disabled, or who require transitional housing to assist them toward indepen-
dent living.

COURT SERVICES COMMITTEE

The Council studied the data collection systems relating to the criminal
justice and quasi-criminal civil systems, and studied the means of gathering
data on sentencing. The Council recommends House Concurrent Resolution No.
3004 to direct the Legislative Council to monitor the development and operation
of criminal justice information systems in the state and to study policies and
issues relating to confidentiality, dissemination, and retention of criminal
justice information.

The Council studied the problems associated with the unification of the state’s
judicial system into a single trial court of general jurisdiction. The Council
recommends House Concurrent Resolution No. 3005 to direct the Legislative
Council to study the unification of the judicial system, including a study of venue
statutes and Senate Bill No. 2048 to provide that a person cited for a noncriminal
traffic violation may appeal to the district court from the initial hearing held
before a municipal judge, a magistrate, or other qualified person, including a
district judge appointed by the presiding judge of the judicial district.

The Council makes no recommendation as the result of its study of the
feasibility and desirability of establishing a family court for the resolution of
domestic relations cases for low-income persons.

EDUCATION FINANCE COMMITTEE

The Council studied education finance issues, including the use of nonproperty
factors in financing education, the quality of education, legal action in this state
regarding education finance issues, and the effect of any 1993 North Dakota
legislation related to education finance. The Council recommends House Bill No.
1035 to change the minimum high school curriculum requirements by adding
two units of the same foreign language, requiring two units of vocational
education, and requiring two units in any other course areas; Senate Bill No.
2049 to appropriate $250,000 for the purpose of establishing two additional
North Dakota Governor’s schools; and Senate Bill No. 2050 to appropriate
$700,000 for the purpose of providing remedial, maintenance, and gifted elemen-
tary summer school programs. The Council recommends House Concurrent
Resolution No. 3006 to direct the Legislative Council to study the desirability of
using institutions of higher education in the provision of educational options and
opportunities to high school students; Senate Bill No. 2051 to appropriate
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$500,000 to assist school districts in implementing professional development
plans; House Bill No. 1036 to allow the certification of teachers who are not
United States citizens; Senate Bill No. 2052 to appropriate $640,000 to fund
professional development centers in the state’s eight service regions; and House
Bill No. 1037 to direct the Superintendent of Public Instruction, the director of
Vocational and Technical Education, and the chancellor of the North Dakota
University System to develop a comprehensive statewide plan for the equitable
and accessible provision of elementary and secondary education. The Council
recommends House Bill No. 1038 to provide for the inspection of schools at least
once every three years and to give the State Fire Marshal the authority to close
schools when an inspection reveals the existence of an imminent fire hazard; and
Senate Concurrent Resolution No. 4004 to direct the Legislative Council to study
school district needs with respect to buildings and facilities and the role of the
state in the construction, maintenance, and renovation of school buildings and
facilities. The Council recommends Senate Bill No. 2053 to authorize the
issuance of general obligation bonds by school districts upon the approval of a
majority rather than 60 percent of the qualified voters in the school district;
House Bill No. 1039 to replace county reorganization boards with regional
committees for the reorganization of schools; House Bill No. 1040 to require that
any school board operating under a cooperative agreement issue, at its annual
meeting, a schedule of the multiboard meetings in which it plans to participate,
for the purpose of pursuing joint or cooperative activities; House Bill No. 1041 to
repeal the position of county superintendent of schools; House Bill No. 1042 to
require that annexation petitions identify at least one student whoresidesin the
area to be annexed and that in the case of a dissolution, attachment is prohibited
unless a minor resides within the territory to be attached; Senate Bill No. 2054
to require that state payments to school districts be made in roughly equal
increments over a 10-month period beginning July 15 and continuing on the first
day of the following nine months; House Bill No. 1043 to require that all land be
in a high school district by July 1, 1997; Senate Bill No. 2055 to appropriate
$500,000 for the purpose of assisting school districts in the development of
academic programs designed to improve the English language proficiency of
students; and Senate Bill No. 2056 to require that the Public Service Commission
establish discounted rates for the provision of telecommunications services to all
institutions of higher education and to all elementary and secondary schools in
the state. The Council recommends Senate Bill No. 2057 to set a variable mill
deduct that will be tied to the level of state appropriations for foundation aid and
to provide an appropriation for foundation aid equal to the 1993-95 level plus $80
million; Senate Bill No. 2058 to provide for the application of weighting factors
in grades 9 through 12, to adjust elementary weighting factors in grades 1
through 6, and to weight students in grades 7 and 8 independently; Senate Bill
No. 2059 to raise the per student transportation payment for all students
transported by school buses to $1 per day; Senate Bill No. 2060 to require the
categorization of disabilities as severe, moderate, and mild and the assignment
of appropriate weighting factors calculated mathematically; Senate Bill No.
2061 to require that the proceeds of the common schools trust fund be distributed
in the same manner as foundation aid; House Bill No. 1044 to define the roles of
a district of residence and an admitting district in the provision of student
transportation; Senate Concurrent Resolution No. 4005 to direct the Legislative
Council to study education finance issues; and House Bill No. 1045 to change the
membership of the North Dakota Educational Telecommunications Council.
The Council makes no recommendation regarding its study of the loss of
employment by teachers and administrators as a result of school district
reorganizational, cooperative, and restructuring programs, including the possi-
bility of changes in retirement benefits for those teachers and administrators.

EDUCATION SERVICES COMMITTEE

The Council studied the optimum structure and staff development services
necessary to meet the needs of middle-level adolescents identified as the at-risk
group in North Dakota schools. The Council recommends Senate Bill No. 2062
to provide that each school district having a program accredited middle school
isentitled toreceive an amount equivalent to seven percent of the contract salary
payable to each FTE classroom teacher in the district’s middle school program;
House Bill No. 1046 to provide that the Board of Higher Education, the Board for
Vocational and Technical Education, and the Board of Public School Education
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are to discuss, at their annual joint meeting, opportunities for the professional
growth and development of elementary, middle school, and high school staff; and
Senate Concurrent Resolution No. 4006 to direct the Legislative Council to study
statutory and systemic changes necessitated by the implementation of middle
school concepts.

The Council studied the placement of students with developmental disabili-
ties in regular classroom settings and the teacher training curricula or specific
study courses designed to assist teachers in accepting and teaching students
with mental retardation and other developmental disabilities. The Council
recommends House Bill No. 1047 to add statutory statements setting forth the
legislative belief that students are to be educated in the least restrictive
environment; Senate Bill No. 2063 to direct that the Superintendent of Public
Instruction distribute all moneys appropriated for special education each bien-
nium, less $12 million, to school districts according to the number of students
each district has in average daily membership; House Bill No. 1048 to require
that each school district superintendent develop a long-range professional
growth and development plan for the district; House Concurrent Resolution No.
3007 to encourage institutions of higher education which offer teacher prepara-
tion programs to collaborate and consult within individual institutions, the
university system, the communities they serve, and with the Education Stan-
dards and Practices Board; and Senate Concurrent Resolution No. 4007 to direct
the Legislative Council to study the delivery of, and costs associated with,
professional growth and development plans for teachers.

The Council makes no recommendation regarding its study of the provision of
services to blind and visually impaired children and adults.

EMPLOYEE BENEFITS PROGRAMS COMMITTEE

The Council solicited and reviewed various proposals affecting retirement
programs of public employees and health and retiree health plans of public
employees. The Council obtained actuarial and fiscal information on each of
these proposals and reported this information to each proponent. The Council
received a report regarding the determination of the Retirement Board concern-
ing the effectiveness of 1993 Session Laws Chapter 534, which increased the
benefit multiplier applicable to the Public Employees Retirement System main
system for service credit, prior service credit, and retiree benefits from 1.725
percent to 1.74 percent and provided a one percent proportional increase in
benefits for prior service pensioners.

The Council received reports on administrative efficiencies and cost savings
realized as a result of the creation of the Retirement and Investment Office.

The Council studied whether political subdivisions should be eligible to
participate in the state pretax benefits program. The Council recommends
House Bill No. 1049 to allow political subdivisions to participate in the state
pretax benefits program.

The Council reviewed the allowable investments of the Old-Age and Survivor
Insurance System fund. The Council recommends Senate Concurrent Resolu-
tion No. 4008 to direct the Legislative Council to study the state’s investment
process and the investment of state funds.

GARRISON DIVERSION OVERVIEW COMMITTEE
The Council received briefings on the progress of litigation surrounding the
Garrison Diversion Unit Project and project updates from representatives of the
Garrison Diversion Conservancy District, State Water Commission, and the
United States Bureau of Reclamation.

HEALTH AND COMMUNICATIONS COMMITTEE

The Council studied railroad crossing safety. The Council recommends
Senate Bill No. 2064 to increase, from $50 to $100, the fine for going around
lowered gates or any other barrier at a grade crossing.

The Council makes no recommendation with respect to its study of the North
Dakota Educational Telecommunications Council.

The Council studied the feasibility and desirability of pooling all sources of
funding for health care benefits in conjunction with the study by the North
Dakota Health Task Force in exploring the control of costs and redistribution of
dollars toward improved access to services through a health care reimbursement
system. The Council also studied the feasibility and desirability of allowing all

VII



North Dakota residents to participate in the uniform group insurance program.
The Council recommends Senate Bill No. 2065 to expand the uniform group
insurance program administered by the Public Employees Retirement System
to allow voluntary participation for persons who meet medical underwriting
requirements of the program. The Council recommends House Bill No. 1050 to
provide for health care cooperatives; health care provider cooperatives; a Health
Care Commission as a permanent subcommittee of the Health Council; a cost
and quality review program; medical savings accounts; insurance market
reformsincluding portability, guaranteed issue and renewal of health insurance
products, and modified community rating; medical malpractice damages limita-
tions; medical malpractice attorneys’ fees limitations; medical malpractice
alternative dispute resolution; expansion of medical assistance to specified
populations to the greatest extent possible without needing a waiver from the
federal government; an income tax deduction for health insurance premiums
paid; and an income tax rate increase. The Council recommends Senate
Concurrent Resolution No. 4009 to urge Congress to amend the Employee
Retirement Income Security Act to subject employers’ self-funded insurance
plans to regulation by the states to facilitate health care reform at the statelevel.
The Council recommends House Concurrent Resolution No. 3008 to direct the
Legislative Council to study health care reform, including continued study of
additional recommendations of the North Dakota Health Task Force and any
programs that are enacted by the 1995 Legislative Assembly.

The Council received reports from the Commissioner of Insurance on the
progress of the implementation of a basic health policy and on the progress of the
partnership for long-term care program.

INTERNATIONAL TRADE COMMITTEE

The Council overviewed state compliance with requirements of international
tradetreaties. The Council recommends Senate Concurrent Resolution No. 4010
to direct the Legislative Council to establish an International Trade Committee
to study international trade treaties and their effect on the state and Senate Bill
No. 2066 to establish an International Trade Coordinating Council to oversee
and coordinate policies and activities relating to international affairs of the
state.

JOBS DEVELOPMENT COMMISSION

The Council studied the methods and coordination of efforts to initiate and
sustain new economic development in this state. The Council received reports
from the Department of Economic Development and Finance regarding the
impact of the income level requirement for the Future Fund and received annual
reports from the Department of Economic Development and Finance on loan
performance and performance of the department.

The Council studied products liability statutes as they relate to the aircraft
industry. The Council recommends House Bill No. 1051 to establish a disputable
presumption that an aircraft or aircraft component is free from defects if the
product was in compliance with applicable government or industry standards at
the time of manufacture; a state-of-the-art defense; a useful safe life defense, and
a 10-year statute of repose for manufacturers of small aircraft and aircraft
components.

The Council studied incentives that can be enacted by the state to maintain
and encourage development of the state’s lignite resources.

The Council studied open records, open meetings, and bidding laws for
nonprofit corporations and organizations. The Council recommends Senate
Concurrent Resolution No. 4011 to direct the Legislative Council to study open
records laws and exceptions to the open records laws.

The Council studied the social economicimpact of defense-related downsizing,
closures, and loss of federal contracts.

JUDICIARY COMMITTEE
The Council studied the charitable gaming laws and rules and the effects of
Indian gaming on charitable gaming in this state. The Council recommends
House Bill No. 1052 to permit an organization that conducts the game of pull tabs
at an authorized site to deduct as an expense 2.5 percent of the gross proceeds
for the game of pull tabs; House Bill No. 1053 to provide for an increase in the
wager limit to $25 for the game of twenty-one and to require that at least one
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table at a site must accept wagers in increments of $1 up to a maximum set by
the organization which may be below the maximum for any other table at the
site; Senate Bill No. 2067 to provide for the ratification of tribal-state gaming
compacts executed prior to February 1993; and Senate Concurrent Resolution
No. 4012 to direct the Legislative Council to study the tribal-state compact
negotiation process.

The Council studied the accusations of child abuse or child sexual abuse by one
parent against the other during contested custody and visitation cases. The
Council recommends Senate Bill No. 2068 relating to the use of certain terminol-
ogy when dealing with child abuse and neglect matters and the duties of the state
child protection team.

The Council studied the Uniform Interstate Family Support Act and its
relationship to existing North Dakota law to determine the desirability of
adopting it. The Council recommends Senate Bill No. 2069 to enact the Uniform
Interstate Family Support Act and to repeal the Revised Uniform Enforcement
of Support Act. :

The Council reviewed uniform Acts and proposed amendments to uniform
Acts recommended by the North Dakota Commission on Uniform State Laws.
The Council recommends adoption of the Uniform Correction or Clarification of
Defamation Act; the Uniform Statute and Rule Construction Act; the Uniform
Partnership Act (1993); and amendments to the Uniform Probate Code Article
H—Intestacy, Wills, and Donative Transfers with conforming and miscella-
neous amendments to Articles I and III.

The Council makes four recommendations as a result of its constitutional and
statutory revision responsibility. The Council recommends Senate Concurrent
Resolution No. 4013 to amend the Constitution of North Dakota to provide for the
removal of the Lieutenant Governor as presiding officer of the Senate and to
allow the Senate to select the presiding officer from among its members; House
Concurrent Resolution No. 3009 to amend the Constitution of North Dakota to
create a new executive branch article; House Concurrent Resolution No. 3010 to
amend the Constitution of North Dakota to change the term of members of the
House of Representatives from two years to four years and to authorize the
Legislative Assembly to establish a procedure whereby one-half of the members
of the House of Representatives are elected biennially; and Senate Bill No. 2070
to make technical corrections to the North Dakota Century Code.

LEGISLATIVE AUDIT AND FISCAL REVIEW COMMITTEE

The Council accepted 222 audit reports prepared by the State Auditor’s office
and independent accounting firms. The Council received performance audits on
statewide leasing, moter pool services, the Medicaid drug rebate program, the
child support enforcement program, the status of recommendations contained in
the Workers Compensation Bureau performance audit, and the status of recom-
mendations contained in the Department of Human Services performance audit.

The Council recommends that the Office of Management and Budget include
information in the executive budget identifying major asset acquisitions when
the acquisition is through a lease arrangement rather than a purchase; and that
state agencies and institutions have available for review during their audit all
appropriate working papers documenting their decision on whether to lease or
purchase major assets or services, The Council recommends House Bill No. 1054
to require every state agency and institution to prepare a written analysis
documenting the decision to acquire an asset as a result of a lease and to require
the director of the budget to include in the executive budget a list of all proposed
asset acquisitions through lease arrangements when the value of the asset is at
least $10,000.

The Council recommends House Bill No. 1055 to repeal the authority for state
agencies and institutions to maintain bank accounts in institutions other than
the Bank of North Dakota.

The Council recommended that the State Auditor’s office proceed with
performance audits of the Department of Human Services (third-party liability),
Commissioner of Agriculture’s agriculture mediation and farm credit counseling
programs, Superintendent of Public Instruction, and Workers Compensation
Bureau.

The Council accepted the annual reports of accounts receivable written off at
the State Hospital, Developmental Center at Grafton, and the human service
centers for the years ended June 30, 1993, and June 30, 1994. The Council
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recommends House Bill No. 1056 to change the date the Department of Human
Servicesis to present a detailed report to the Legislative Audit and Fiscal Review
Committee on the status of the accounts receivable for that fiscal year to
September 1 after the close of each fiscal year.

The Council received the Comprehensive Annual Financial Reports for the
years ended June 30, 1992, and June 30, 1993. The Council decided to accept
reports resulting from single audits of the North Dakota University System, if
presented.

The Council recommends that the Industrial Commission direct the Bank of
North Dakota to appropriately reflect on its records the North Dakota real estate
trust deficit of approximately $23 million during the 1993-95 biennium.

LEGISLATIVE MANAGEMENT COMMITTEE

The Council reviewed legislative rules and makes a number of recommenda-
tions intended to clarify the rules and expedite the legislative process. Among
the recommended rules changes are: (1) authorize the Chief Clerk of the House
and Secretary of the Senate to exercise general supervision over all Legislative
Assembly employees; (2) prohibit legislative guests from remaining on the floor
from 30 minutes before the house convenes to when the house recesses for that
calendar day; (3) allow any member to request the division of a question without
an immediate show of support by other members; (4) require any vote for
reconsideration to be by verification vote; (5) provide that the house would no
longer need to act on “reports” of the Delayed Bills Committee; (6) extend the 21-
legislative-day limit for measures to be in committee to 30 legislative days,
provide that the limit apply only to bills in the house of origin, and extend the
48th legislative day deadline for reporting measures from the other house to the
55th legislative day; (7) allow a committee to recommend that a measure be
placed on the calendar for second reading immediately after approval of an
amendment; (8) provide that after adoption of joint rules no joint rule may be
amended or suspended without a vote of two-thirds of the members-elect of the
appropriate house; (9) allow legislators’ names to be placed on bills introduced
at the request of executive agencies or the Supreme Court; (10) provide that
three-day conference committees meet on Monday, Wednesday, or Friday and
two-day conference committees meet on Tuesday or Thursday; and (11) reduce
the number of bills printed from 800 to 500 copies.

The Council recommends Senate Bill No. 2071 to provide for rules of interpre-
tation to be used in determining the effective dates of measures enacted by the
Legislative Assembly. Basically, this recommendation is to statutorily adopt the
rules used by the Legislative Council in determining effective dates since 1987.

The Council reviewed rules to implement annual legislative sessions in place
of biennial sessions, and makes no recommendation to adopt those rules.

The Council reviewed the number and compensation of Legislative Assembly
employees. The Council recommends the employment of a total of 57 House
employees and 51 Senate employees which represents 21 fewer House employees
and eight fewer Senate employees than in 1993. The Council approved plans to
invite bids from private secretarial services to provide stenographic services in
lieu of the Legislative Assembly employing stenographers and typists during the
session. The Council recommends that the compensation of certain legislative
session employees be increased to recognize a supervisory technical level and a
supervisory nontechnical level, recognize required knowledge, and establish a
differential between three-day committee clerks and two-day committee clerks.
The Council recommends that session employees receive increments to the basic
daily wages, at $1 per day for each session employed by the Legislative Assembly,
subject to a total increment of $10 per day.

The Council approved a contract with The Michie Company, the publisher of
the North Dakota Century Code, to provide a CD-ROM edition of the North
Dakota Century Code, the decisions of the Supreme Court of North Dakota from
January 1929, the decisions of the Court of Appeals of North Dakota from
November 1987, and the North Dakota Administrative Code.

The Council reviewed the legislative information services available and
established fees based on the cost of printing or mailing various legislative
documents.

The Council continued the Legislator’s Automated Work Station system for
use during the 1995 session, and a pilot project whereby four legislators would
use laptop personal computers to determine the feasibility of enhancing the
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system. The Council approved arrangements for the session. Among the
changes, the Council determined that legislators could receive an additional
ream of stationery on request; a legislator would need the approval of the
appropriate majority or minority leader if the legislator requested more than
three sets of the journals to be distributed without charge; the stenographers and
leaders’ secretaries would use personal computers and the committee clerks
would use computer terminals for preparing legislative documents; and training
provided to certain employees would be expanded.

The Council supervised the continuing renovation of the legislative wing of
the State Capitol and approved the replacement of the committee hearing.
monitor system and a project to enhance the acoustics of the Brynhild Haugland
Room.

NATURAL RESOURCES COMMITTEE

The Council studied the state’s hunting laws to determine changes that can
be made to improve the relationship between hunters and private landowners
including the issuance of gratis permits. The Council recommends Senate Bill
No. 2072 to revise the North Dakota gratis and landowner preference hunting
license system; Senate Bill No. 2073 to provide that nonresidents may be
allocated not more than one percent of the licenses and permits for each sex and
species of deer issued in a unit or subunit in the first lottery and that nonresi-
dents may participate on the same basis as residents in a subsequent lottery for
licenses and permits available after the first lottery; and Senate Bill No. 2074 to
provide that if property leased by the Game and Fish Department is leased from
the United States, the director of the Game and Fish Department is to deduct
from payments in lieu of taxes due to the county the amount paid to that county
by the United States or any agency or instrumentality of the United Statesin lieu
of real estate taxes on that property.

The Council studied the feasibility and desirability of removing the environ-
mental health functions and responsibilities of the Department of Health and
Consolidated Laboratories from that department and establishing a department
to handle all environmental functions and responsibilities. The Council recom-
mends Senate Bill No. 2075 to transfer administration of the commercial feed;
insecticide, fungicide, and rodenticide; and fertilizer and soil conditioner laws
from the Department of Health and Consolidated Laboratories to the Commis-
sioner of Agriculture; House Bill No. 1057 to designate the Department of Health
and Consolidated Laboratories the primary state environmental agency; House
Bill No. 1058 to rename the Department of Health and Consolidated Laborato-
ries the Department of Health and Environment; and House Bill No. 1059 to
rename the State Health Council the Health and Environment Council and
reconstitute the Health and Environment Council.

The Council studied the problems associated with solid waste management
and the operation and effect of solid waste management districts and solid waste
management plans. The Council recommends Senate Bill No. 2076 to require
the Department of Health and Consolidated Laboratories to certify persons to
conduct testing required under North Dakota Century Code Chapter 23-29 and
to prohibit solid waste management facility permitholders and solid waste
transporter permitholders from penalizing any person regarding that person’s
conditions of employment because of the results of the testing; House Bill No.
1060 to add a representative of each Indian reservation within a solid waste
management district to the governing board of the district; House Bill No. 1061
to allow political subdivisions to establish solid waste management authorities
and to authorize the governing body of an authority to borrow money and issue
evidences of indebtedness to finance solid waste management facilities and
resource recovery projects; and Senate Bill No. 2077 to make permanent the
sales tax exemption for machinery or equipment used directly in the recycling of
tangible personal property. The Council received information from the Depart-
ment of Transportation on road surfacing materials used by the department and
reviewed the North Dakota solid waste management plan.

The Council received annual reports from the Land Reclamation Research
Center.

The Council received from the Office of Management and Budget a compre-
hensive solid waste management plan that assesses the ability of each state
agency to reduce the amount of solid waste it generates and increase the amount
of recycled products it uses.
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REGULATORY REFORM REVIEW COMMISSION

The Council reviewed the operation and effect of North Dakota telecommuni-
cations law. The Council received information concerning the telecommunica-
tions industry in the state and proposed federal legislation. The Council
recommends Senate Bill No. 2078 to provide that the law requiring providers of
public telephones to allow a consumer to use access code numbers to obtain
operator services is not subject to the law removing public telephones from
telecommunications regulation and Senate Bill No. 2079 to reenact the estab-
lishment of the Regulatory Reform Review Commission.

SOVEREIGN IMMUNITY COMMITTEE
The Council addressed the abolition of the doctrine of sovereign immunity by
the North Dakota Supreme Court. The Council recommends Senate Concurrent
Resolution No. 4014 to amend the Constitution of North Dakota to reinstate the
doctrine of sovereign immunity and Senate Bill No. 2080 to establish procedures
for bringing claims against the state for personal injury or property damage and
to place limitations on the liability of the state.

TAXATION COMMITTEE

The Council studied the structure and balance of the tax system. The Council
also obtained a consultant study of the tax system on a historical basis and on
the basis of regional comparison with neighboring states. The Council recom-
mends Senate Concurrent Resolution No. 4015 to direct the Legislative Council
to study the property tax assessment system of the state, with emphasis on
potential benefits to the system from improved technology and sharing of
resources among political subdivisions and the state and Senate Bill No. 2081 to
allow a taxing district to levy the same amount in tax years 1995 and 1996 as the
taxing district was eligible to levy in tax year 1994.

The Council studied but makes no recommendation regarding tax prefer-
ences.

The Council studied but makes no recommendation regarding sales, use,
motor vehicle excise, and aircraft excise taxes.

The Council studied individual income taxes, with emphasis on determining
a unified method of determining individual income taxes which is simple to
administer and understand, contains a minimal number of exemptions and
credits, and is approximately revenue neutral. The Council recommends House
Bill No. 1062 to eliminate the long-form individual income tax return.

The Council monitored the property and sales tax exemptions and payments
in lieu of taxes provisions enacted by House Bill No. 1520 during the 1994 special
legislative session. The Council recommends Senate Bill No. 2082 to provide
that payments in lieu of taxes allowed for new industries be equalized for
foundation aid program purposes; House Bill No. 1063 to allow a project operator
to apply for a property tax exemption for a new industry up to one year after the
commencement of project operations; and Senate Concurrent Resolution No.
4016 to direct a Legislative Council study of tax preferences, with emphasis on
property tax preferences that may be granted at the discretion of political
subdivisions or that were created as economic development incentives.

WORKERS COMPENSATION COMMITTEE

The Council studied the feasibility and desirability of replacing the workers’
compensation permanent partial impairment benefit system with a permanent
partial disability system and of requiring that the medical basis for certifying
disability be established by medical evidence supported by objective medical
findings and a study of the workers’ compensation system, including the cost and
delivery of medical care, the cost of rehabilitation, legal fees, previous legisla-
tion, premium structure, alternate insurance concepts and the impact on the
fund of those concepts, administration and staffing of the bureau, the number of
injured workers receiving social service benefits, and employer and employee
fraud. The Council recommends that the Workers Compensation Bureau
introduceits bill proposing changes to the permanent partial impairment benefit
gystem as an agency bill because of the technical nature of the bill. The Council
makes no other recommendation as the result of its studies of the workers’
compensation system.
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Honorable Edward T. Schafer
Governor of North Dakota

Members, 54th Legislative
Assembly of North Dakota

I have the honor to transmit the Legislative Council's report and
recommendations of 23 interim committees, the Advisory Commission
on Intergovernmental Relations, and the Regulatory Reform Review
Commission.

Major recommendations include proposals to expand services to
children and families, establish a welfare reform demonstration
project, improve child support enforcement, establish veterans'
homes in the western and northeastern parts of the state, construct
an addition to the law enforcement training facility, remove
statutory requirements for biennial reports by state agencies,
eliminate the long form for individual income taxes, eliminate the
office of county superintendent of schools, provide health
insurance reforms to improve access to health care, improve the
state foundation program for schools, establish an International
Trade Coordinating Council, and provide limits on civil actions
against the state.

The report also discusses committee findings and numerous other
pieces of recommended legislation. In addition, the report
contains brief summaries of each committee report and of each
recommended bill and resolution.

Respectfully submitted,
Senator Corliss Mushik

Chairman, North Dakota
Legislative Council
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HISTORY AND FUNCTIONS OF THE NORTH
DAKOTA LEGISLATIVE COUNCIL

1. HISTORY OF THE LEGISLATIVE

COUNCIL
The North Dakota Legislative Council was created
in 1945 as the Legislative Research Committee (LRC).
The LRC had a slow beginning during the first
interim of its existence because, as reported in the
first biennial report, the prevailing war conditions
prevented the employment of a research director
until April 1946.

After the hiring of a research director, the first
LRC held monthly meetings prior to the 1947 legisla-
tive session and recommended a number of bills to
that session. Even though the legislation creating
the LRC permitted the appointment of subcommit-
tees, all of the interim work was performed by the 11
statutory members until the 1953-54 interim, when
other legislators participated in studies. Although
“research” was its middle name, in its early years the
LRC served primarily as a screening agency for
proposed legislation submitted by state departments
and organizations. This screening role is evidenced
by the fact that as early as 1949, the LRC presented
100 proposals prepared or sponsored by the commit-
tee, which the biennial report indicated were not all
necessarily endorsed by the committee and included
were several alternative or conflicting proposals.

The name of the LRC was changed to the Legisla-
tive Council in 1969 to more accurately reflect the
scope of its duties. Although research is still an
integral part of the functioning of the Legislative
Council, it has become a comprehensive legislative
service agency with various duties in addition to
research.

I1I. THE NEED FOR A LEGISLATIVE

SERVICE AGENCY
The Legislative Council movement began in Kan-
sas in 1933. At present, nearly all states have such
a council or its equivalent, although a few states use
varying numbers of special committees.

Legislative service agencies provide legislators
with the tools and resources that are essential if they
are to fulfill the demands placed upon them. In
contrast to other branches of government, the Legis-
lative Assembly in the past had to approach its
deliberations without its own information sources,
studies, or investigations. Some of the information
relied upon was inadequate or slanted because of
special interests of the sources.

To meet these demands, the Legislative Assembly
established the North Dakota Legislative Council.
The existence of the Council has made it possible for
the Legislative Assembly to meet the demands of the
last half of the 20th century while remaining a part-
time citizen legislature that meets for a limited
number of days every other year.

1. COMPOSITION OF THE COUNCIL

The Legislative Council by statute consists of 15
legislators, including the majority and minority lead-
ers of both houses and the Speaker of the House. The
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Speaker appoints five other representatives, two
from the majority and three from the minority as
recommended by the majority and minority leaders,
respectively. The Lieutenant Governor, as President
of the Senate, appoints three senators from the ma-
jority and two from the minority as recommended by
the majority and minority leaders, respectively.

The Legislative Council is thus composed of eight
majority party members and seven minority party
members (depending upon which political party has
a majority in the Senate), and is served by a staff of
attorneys, accountants, researchers, and auxiliary
personnel who are hired and who serve on a strictly
nonpartisan basis.

IV. FUNCTIONS AND METHODS OF
OPERATION OF THE COUNCIL

Although the Legislative Council has the author-
ity to initiate studies or other action deemed neces-
sary between legislative sessions, much of the
Council’s work results from study resolutions passed
by both houses. The usual procedure is for the
Council to designate committees to carry out the
studies, although a few Council committees, includ-
ing the Administrative Rules Committee, the Em-
ployee Benefits Programs Committee, the Garrison
Diversion Overview Committee, and the Legislative
Audit and Fiscal Review Committee, are statutory
committees with duties imposed by state law.

Regardless of the source of authority of interim
committees, the Council appoints the members with
the exception of a few ex officio members named by
statute. Nearly all committees consist entirely of
legislators, although a few citizen members are some-
times selected to serve when it is determined they
can provide special expertise or insight for a study.

The Council committees hold meetings through-
out the interim at which members hear testimony,
review information and materials provided by staff,
other state agencies, and interested persons and
organizations, and consider alternatives. Occasion-
ally it is necessary for the Council to contract with
universities, consulting firms, or outside profession-
als on specialized studies and projects. However, the
vast majority of studies are handled entirely by the
Council staff.

Committees make their reports to the full Legisla-
tive Council, usually in November preceding a regu-
lar legislative session. The Council may accept,
amend, or reject a committee’s report. The Legisla-
tive Council then presents the recommendations it
has accepted, together with bills and resolutions
necessary to implement them, to the Legislative
Assembly.

In addition to conducting studies, the Council and
its staff provide a wide range of services to legisla-
tors, other state agencies, and the public. Attorneys
on the staff provide legal advice and counsel on
legislative matters to legislators and legislative com-
mittees. The Council supervises the publication of
the Session Laws, the North Dakota Century Code,



and the North Dakota Administrative Code. The
Council has on its staff the Legislative Budget Ana-
lyst and Auditor and assistants who provide techni-
cal assistance to Council committees and legislators
and who review audit reports for the Legislative
Audit and Fiscal Review Committee. The Council
provides computer services to the legislative branch,
including research and bill drafting capabilities. The
Legislative Council library contains a wide variety of
materials and reference documents, many of which
are not available from other sources.

V. MAJOR PAST PROJECTS OF THE
COUNCIL

Nearly every facet of state government and stat-
utes has been touched by one or more Council studies
since 1945. Statutory revisions, including the rewrit-
ing of criminal laws, election laws, game and fish
laws, insurance laws, motor vehicle laws, school
laws, and weapons laws have been among the major
accomplishments of interim committees. Another
project was the republication of the North Dakota
Revised Code 0f 1943, the resulting product being the
North Dakota Century Code.

Government reorganization has also occupied a
considerable amount of attention. Included have
been studies of the delivery of human services, agri-
culturally related functions of state government,
centralized state government computer and micro-
film services, and organization of the state’s chari-
table and penal institutions, as well as studies of the
feasibility of consolidating functions in state govern-
ment. Unification of the state’s judicial system and
the establishment of a public venture capital corpo-
ration were subjects of recent studies.
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The review of uniform and model acts, such as the
Uniform Probate Code, have also been included in
past Council agendas. Constitutional revision has
been studied several interims, as well as studies to
implement constitutional measures that have been
approved by the voters.

Pioneering in new and untried areas is one major
function of interim committees. The regulation and
taxation of natural resources, including oil and gasin
the 19505 and coal in the 1970s, have been the
highlights of several interim studies. The closing of
the constitutional institution of higher education at
Ellendale also fell upon an interim committee after a
fire destroyed one of the major buildings on that
campus. The expansion of the University of North
Dakota Medical School is another area that has been
the subject of several interim studies.

The Legislative Council has permitted the legisla-
tive branch to be on the cutting edge of technological
innovation. North Dakota was one of the first states
to have a computerized bill status system in 1969
and, beginning in 1989, the Legislator’s Automated
Work Station system has allowed legislators to ac-
cess legislative documents at their desks in the House
and Senate.

Perhaps of most value to citizen legislators are
committees that permit members to keep up with
rapidly changing developments in complex fields.
Among these are the Budget Section, which receives
the executive budget prior to each legislative session.
The Administrative Rules Committee allows legisla-
tors to monitor executive branch department rules
and regulations. Other subjects that have been
regularly studied include school finance, health care,
property taxes, and legislative rules.



ADMINISTRATIVE RULES COMMITTEE

The Administrative Rules Committee is a statu-
tory committee deriving its authority from North
Dakota Century Code (NDCC) Sections 54-35-02.5,
54-35-02.6, and 28-32-03.3. The committee is statu-
torily required to review administrative agency rules
to determine:

1. Whether administrative agencies are properly

implementing legislative purpose and intent.

2. Whether there are court or agency expressions

of dissatisfaction with state statutes or with
rules of administrative agencies adopted under
state statutes.

3. Whether court opinions or rules indicate un-

clear or ambiguous statutes.

The committee may make rule change recommen-
dations to an adopting agency, formally object to an
agency rule, or make recommendations to the Legis-
lative Council for the amendment or repeal of en-
abling legislation serving as authority for the rules.
North Dakota Century Code Section 65-02-08 re-
quires that fee schedules for medical and hospital
services proposed for adoption as administrative rules
by the Workers Compensation Bureau must be sub-
mitted to and approved by the committee.

The Legislative Council delegated to the commit-
tee its authority under NDCC Section 28-32-02 to
establish a procedure to distribute copies of adminis-
trative agency filings of notice of proposed rulemaking
and to approve extensions of time for administrative
agencies to adopt rules, and its responsibility under
NDCC Section 28-32-15 to receive notice of appeal of
an administrative agency’s rulemaking action.

Committee members were Representatives Tom
D. Freier (Chairman), LeRoy G. Bernstein, Steve
Gorman, William E. Kretschmar, Ben Tollefson, and
Gerry L. Wilkie and Senators Jayson Graba, Donna
Nalewaja, and Jens Tennefos.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

ADMINISTRATIVE AGENCY RULES REVIEW

Administrative agencies are those state agencies
authorized to adopt rules in accordance with the
requirements of the Administrative Agencies Prac-
tice Act NDCC Chapter 28-32). By statute, a ruleis
an agency statement that implements, interprets, or
prescribes law or policy. Properly adopted rules have
the force and effect of law. A copy of each rule adopted
by an administrative agency must be filed with the
office of the Legislative Council for publication in the
North Dakota Administrative Code (NDAC).

The committee’s review authority is statutorily
limited to rules assigned to the committee by the
chairman of the Legislative Council. At the
committee’s request, the chairman of the Legislative
Council assigned to the committee review of all rules
published in the Administrative Code effective after
October 1992 and all written complaints received by
the committee concerning proposed or adopted rules.
This allowed continuation of the rules review process
initiated in 1979.

Asrules were scheduled for review, each adopting

agency was requested to provide information on:

1. Whether the rules resulted from statutory
changes made by the 1979 through 1993 Legis-
lative Assemblies.

2. Whether the rules resulted from federal pro-
grams or are related in subject matter to any
federal statute or regulation.

3. Therulemaking procedure followed in adopting
the rules, e.g., a description of the type of public
notice given and the extent of public hearings
held on the rules.

4. Whether any person has filed a complaint with
the agency concerning the rules.

5. Whether a written request for a regulatory
analysis was filed by the Governor or a member
of the Legislative Assembly as to whether the
rule is expected to have an impact on the regu-
lated community in excess of $50,000. If a regu-
latory analysis was issued, a copy is to be
provided to the committee.

6. The approximate cost of giving public notice
and holding any hearing on the rules and the
approximate cost of staff time used in develop-
ing the rules.

7. Anexplanation of the subject matter of the rules
and the reasons for adopting the rules.

Current Rulemaking Statistics

The committee reviewed 3,235 rule changes that
were made from November 1992 through October
1994. Table A tabulates the rule changes published
in the Administrative Code and reviewed by the
committee. The tabulation shows the number of
rules amended, created, superseded, repealed, re-
served, or redesignated for each administrative agency
that appeared before the committee.

Committee members expressed the opinion that
the volume of administrative rule changes made by
administrative agencies has been increasing. Al-
though rules differ in length and complexity, com-
parison of the number of administrative rules sections
affected during biennial periods is one method of
comparing the volume of administrative rules re-
viewed by the committee. The following table shows
the number of sections of the North Dakota Adminis-
trative Code amended, repealed, created, superseded,
reserved, or redesignated during each designated
time period:

Time Period Number of Sections

July 1979 - October 1980 1,440

November 1980 - August 1982 916

September 1982 - November 1984 1,856
December 1984 - October 1986 1,280
November 1986 - October 1988 2,681
November 1988 - October 1990 2,325
November 1990 - October 1992 3,079
November 1992 - October 1994 3,235

To aid the committee in its review of proposed or
adopted rules, the Legislative Council staff prepares
an administrative rules supplement containing all
changes to rules, similar in style to bill drafts, i.e.,



changes are indicated by underscore and overstrike.
The administrative rules supplement for the period
November 1992 through October 1994 consisted of
3,809 pages of rule changes.

Most rule changes, by numbers of sections af-
fected, are in response to recent statutory changes
made by the Legislative Assembly. A substantial
amount of rule changes, in terms of length or volume
of rules, are mandated by changes to federal law or
rules.

Any rule change made to implement a statutory
change must be adopted within nine months after the
effective date of the statutory change. It appears that
agencies have become more current in promptly adopt-
ing rules after each legislative session in response to
legislative changes. The committee considered and
granted requests from six agencies—State Gaming
Commission, Department of Health and Consoli-
dated Laboratories, Department of Human Services,
Commissioner of Insurance, Public Service Commis-
sion, and State Tax Commissioner—for extension of
time to adopt rules relating to 11 different topics.

Workers Compensation Bureau Medical and
Hospital Services Fee Schedules

All fees on claims for legal, medical, and hospital
services rendered under NDCC Title 65 to any work-
ers’ compensation claimant must be in accordance
with a schedule of fees adopted by the Workers
Compensation Bureau. Fee schedules for medical
and hospital services must incorporate cost-saving
measures and must be submitted to and approved by
the committee before submission to the Legislative
Council for publication in the North Dakota Admin-
istrative Code.

The Workers Compensation Bureau presented a
proposed medical and hospital service fee schedulein
November 1993. The schedule contained an average
increase of 7.2 percent over the fee schedule ap-
proved in 1992. The bureau selected this percentage
because it reflected the increase in the state’s aver-
age weekly wage during the period the 1992 schedule
had been in effect. The proposed schedule also
allowed the bureau to adjust certain procedures more
orless than that percentage to correct for deficiencies
in the data base on those procedures. A representa-
tive of the bureau described the proposed fee increase
as helping alleviate complaints from the medical
community, especially in certain instances in which
fee levels were below rates allowed under Medicare.

Per diem amounts for each hospital in the state are
determined based on the type of care provided at the
facility and are based on reports as audited for
Medicare purposes for each facility. Committee mem-
bers expressed concern about the differences in reim-
bursement levels established for different hospitals
proposed under the fee schedule.

Although the committee approved the fee schedule
proposed to the committee, the committee requested
that the Workers Compensation Bureau present any
future changes in the fee schedule sufficiently in
advance of their effective date to allow the committee
adequate time in which toreview the proposed changes
(the committee had to approve the changes at its
November meeting, when the changes were pre-
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sented, in order for the changes to take effect Janu-
ary 1, 1994).

Formal Objections

The committee may file an objection to any portion
of a rule the committee deems to be unreasonable,
arbitrary, capricious, or beyond the authority del-
egated to the adopting agency. The objection must
contain a concise statement of the committee’s rea-
sons forits action. Within 14 days after the filing, the
adopting agency is torespond to the committee. After
receipt of the response, the committee may withdraw
or modify its objection. After the filing of an objec-
tion, the burden of persuasion is upon the agency in
any action for judicial review or for enforcement of
the rule to establish that the portion of the rule
objected to is within the procedural and substantive
authority delegated to the agency. If the agency fails
to meet its burden of persuasion, the court is to
declare the portion of the rule objected to invalid and
judgment is to be rendered against the agency for
court costs.

State Tax Commissioner - Apportionment of
Broadcaster Income

The State Tax Commissioner made changes effec-
tive in June and November of 1992 to NDAC Chap-
ters 81-01.1-02, 81-02.1-02, 81-03-01.1, 81-03-04,
81-03-05.1, 81-03-09, 81-09-02, 81-09-03, and 81-11-
01. In October 1992 the committee objected to these
rules. The objection was described in detail in the
1993 Report of the Legislative Council. The objection
was filed in the Legislative Council office on Novem-
ber 4, 1992, and the objection was published with the
rules in the Administrative Code.

On November 13, 1992, the response of the State
Tax Commissioner to the objection was received. The
committee reviewed the response at the committee’s
July 22, 1993, meeting and received testimony from
individuals supporting the objection with regard to
apportionment of multistate television and radio
broadcasting income. The committee withdrew its
objection to all of the June and November 1992 rule
changes of the State Tax Commissioner except for the
objection to NDAC Section 81-03-09-38, relating to
apportionment of income of multistate television and
radio broadcasters.

Attorney General - Deceptive Pricing Practices

The Attorney General adopted rules effective Janu-
ary 1, 1994, creating NDAC Article 10-15, relating to
deceptive acts or practices. At the May 1994 commit-
tee meeting, a representative of the North Dakota
Retail Association expressed concerns over NDAC
Section 10-15-01-06 which related to use of list price
or similar comparisons by sellers. The committee
objected to NDAC Section 10-15-01-06. The following
objection was filed in the Legislative Council office on
May 11, 1994:

THE LEGISLATIVE COUNCIL’'S COMMIT-
TEE ON ADMINISTRATIVE RULES OB-
JECTS TO SECTION 10-15-01-06 AS
ADOPTED BY THE ATTORNEY GENERAL
EFFECTIVE JANUARY 1, 1994.



The committee objects to this rule because the
committee deems it to be unreasonable, arbi-
trary, or capricious. The committee believes
this rule exceeds the intent of the Legislative
Assembly by adopting a more stringent stan-
dard of conduct than the Legislative Assembly
contemplated in the enactment of consumer
protection laws. The committee also believes
that a regulatory analysis should have been
issued under North Dakota Century Code Sec-
tion 28-32-02.2.

A copy of the objection was sent to the Attorney
General on May 11, 1994. The objection was pub-
lished with NDAC Section 10-15-01-06 in the Admin-
istrative Code. The Attorney General filed a response
dated May 23, 1994. At its meeting on October 6,
1994, the committee heard the response of the Attor-
ney General and received further comments from a
representative of the North Dakota Retail Associa-
tion. Differences of opinion persisted regarding ap-
plication of the rule. The committee requested
representatives of the office of the Attorney General
and the North Dakota Retail Association to meet and
attempt to resolve those differences and report to the
committee.

At its meeting on November 10, 1994, representa-
tives of the Attorney General and the North Dakota
Retail Association reported to the committee that
they had agreed on changes to the text of the rule.
Because the rule cannot be amended by the commit-
tee, the Attorney General will begin a new rulemaking
proceeding to make the agreed changes. The commit-
tee approved a motion to remove its objection to
NDAC Section 10-15-01-06, in recognition of the
agreement to amend the rule.

Informal Objections

Office of Management and Budget -
Personnel Practices

Effective September 1, 1992, the Office of Manage-
ment and Budget adopted NDAC Chapters 4-07-03
through 4-07-35, relating to personnel practices. In
October 1992 the committee reviewed the rules and
expressed concern that not all county commissioners
were informed of the rule changes prior to adoption
even though a number of county employees were
affected. The committee approved a motion request-
ing the Legislative Council staffto send a letter to the
Office of Management and Budget indicating that
the committee objected to application of the Septem-
ber 1992 personnel rules to counties without notifica-
tion to all county commissioners, requested that the
Office of Management and Budget inform all county
commissioners of the rule changes, and requested
that the Office of Management and Budget report to
the committee concerning these matters. A repre-
sentative of the Central Personnel Division of the
Office of Management and Budget informed the com-
mittee that at the committee’s request the chairman
of each board of county commissioners was notified of
the rule changes.

Board of Nursing - Nurse Assistants
In October 1992 the committee reviewed rules
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adopted by the Board of Nursing. The rules were
NDAC Article 54-07 and related to nurse assistants.
The rules were to become effective November 1, 1992.
Committee members expressed concernthattherules
would have an impact of more than $50,000 on a
regulated community and the required regulatory
analysishad not beenissued by the Board of Nursing.
The committee requested that a regulatory analysis
be prepared by the Board of Nursing regarding the
nurse assistants rules. The Board of Nursing filed a
regulatory analysis regarding these rules and the
committee reviewed the analysis.

ADMINISTRATIVE AGENCIES PRACTICE ACT

Proposed Rulemaking Notice

An agency’s notice of proposed rulemaking must
be filed with the office of the Legislative Council and
published at least twice in each daily newspaper of
general circulation published in the state. The Legis-
lative Council is required to establish a procedure to
allow any person to request and receive mailed copies
of all rulemaking notice filings made by agencies.
Notice filed on or before the last calendar day of the
month must be mailed by the Legislative Council on
the first business day of the following month. The
Legislative Council may charge a fee for providing
copies of the filings. Under its authority to establish
a fee for this service, the committee determined that
the charge for providing copies of these filings would
continue to be $50 per year, as it was during the
previous biennium. This notice service presently has
18 subscribers.

Committee Review Authority

At its first meeting of each interim, the committee
requests that the chairman ofthe Legislative Council
assign the committee the duty of reviewing proposed
and existing rules of administrative agencies. As
described earlier in this report, the committee re-
quested the chairman of the Legislative Council to
continue the rules review process initiated in 1979.
Committee members and the chairman of the Legis-
lative Council observed that it seems pointless to
require the committee to request authority to review
administrative rules. The committee reviewed a bill
draft that would have required the committee to
review administrative rules and that made changes
in laws governing committee authority to receive
comments on administrative rules.

Reduction of Rules and Federal Rule Mandates

Committee members expressed frustration that
the state adopts an extremely large volume of rulesin
response to federal requirements. Under federal re-
quirements, a state agency must adopt rules creating
nearly identical permit procedures for federally del-
egated programs. If a state agency were allowed to
adopt permit or licensure procedures contained in
existing related or similar rules when adopting new
rules required by federal programs, it would reduce
the volume of state rules. Federal agencies often
have rules in existence which are no longer appli-
cable or usable but these rules require states to



maintain rules that are no longer of any value. If
federal agencies were to repeal rules that are no
longer applicable or usable or allow state agencies to
repeal state rules that are obsolete, it would reduce
the volume of state rules. Another suggestion was
that state agencies should be allowed to avoid compli-
ance with certain federal rules if circumstances per-
mit.

The committee considered a bill draft recommended
by the Department of Health and Consolidated Labo-
ratories which would require state agencies to review
administrative rules they have adopted to eliminate
rules adopted from federal environmental guidelines
which are not relevant to North Dakota. It was
suggested to the committee that such a requirement
might eliminate a substantial amount of obsolete or
useless material from the NDAC.

Legislative Veto Authority Over
Administrative Rules

When it disagrees with the content of an adminis-
trative rule, the only option of the committee is to file
an objection to the rule. The committee received
information on authority in other states to overrule
or “veto” an administrative rule when a committee or
the legislature determines that an administrative
rule does not comply with legislative intent. Author-
ity to veto administrative rules exists in 25 states,
but in none of these states does it appear there is any
authority for a legislative committee to veto admin-
istrative rules. Any veto of rules is required to be by
statute, joint resolution, or a resolution approved by
one house of the legislature.

States require action of the full legislature to veto
administrative rules to comply with the separation of
powers principle of state constitutions or to comply
with constitutional requirements that “laws” must
be amended by action of both houses of the legislature
and presented to the Governor. A 1983 United States
Supreme Court decision, although not directly appli-
cable to state authority, has influenced many state
Supreme Courts. In Immigration and Natural-
ization Service v. Chadha, the United States Su-
preme Court decided that an administrative rule has
the force of law and a “legislative veto” by one house
of Congress was unconstitutional on the premise that
itis equivalent to an amendment to statutory author-
ity and must be done in the same manner as a
statutory amendment.

Although North Dakota law does not expressly
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provide “legislative veto” authority, enactment of a
bill could overrule an administrative rule or amend
or repeal the statutory authority for the rule.

Another relevant provision of North Dakota law is
the requirement in NDCC Section 28-32-02 that the
Attorney General must approve administrative rules
as to legality before final adoption. The Attorney
General may not approve any rule as to legality if the
rule exceeds the statutory authority of the agency, is
written in a manner that is not concise or easily
understandable, or if procedural requirements of law
relating to adoption of rules are not met.

Recommendations

The committee recommends House Bill No. 1023
to eliminate the need for the Administrative Rules
Committee to request the approval of the chairman of
the Legislative Council to study and review adminis-
trative rules. The bill provides that the Administra-
tive Rules Committee is to review administrative
rules adopted under NDCC Chapter 28-32. The bill
also allows the committee to consider oral, as well as
written, comments concerning administrative rules.
The bill requires the committee to consider expres-
sion of dissatisfaction with administrative rules or
related laws from any person, rather than only from
a court or agency.

The committee recommends House Bill No. 1024
to require an agency to repeal or amend any rule that
was adopted from federal environmental guidelines
which is not relevant to state regulatory programs.
The bill prohibits an agency from adopting rules from
federal guidelines which are not relevant to state
regulatory programs and requires an agency to seek
a waiver from the United States Environmental
Protection Agency from complying with those rules.
If a waiver is not granted, the agency will be in a
position in which the Environmental Protection
Agency requires adoption of a rule and state law
prohibits adoption of the rule. This conflict was
described as being essential, because it is believed
that the Environmental Protection Agency will not
waive adoption of a rule unless state law prohibits
adopting the rule. The bill also allows an agency to
adopt by reference any applicable existing permit or
procedural rules that are adaptable for use in new or
existing programs.

The committee makes no recommendation with
regard to legislative veto authority over administra-
tive rules.



TABLE A

STATISTICAL SUMMARY OF RULEMAKING

Agency Amend Create Supersede Repeal Special Reserved
Addiction Counseling Examiners, Board of 1 7
Administrative Hearings, Office of 1 3
Aeronautics Commission 1 3
Agriculture, Commissioner of 49 12 54
Animal Health, Board of 2 22
Attorney General 11 110 1
Audiology and Speech-Language 1 8
Pathology
Banking and Financial Institutions, 10 39
Department of
Centennial Commission {Repealed) 6
Chiropractic Examiners, Board of 1 6
Clinical Laboratory Practice, Board of 1
Cosmetology, Board of 1
Credit Review Board 6 3
Dental Examiners, Board of 8
Dietetic Practice, Board of 1
Electrical Board 15
Emergency Commission 1 115
Engineers and Land Surveyors, 20
Board of Registration for
Professional
Game and Fish Department 13 12 10
Health and Consolidated 266 244 117 193
Laboratories, Department of
Highway Patrol
Historical Board 1
Human Services, Department of 51 22 51
Industrial Commission 43 2
Insurance, Commissioner of 20 201 1
Job Service North Dakota 10
Labor, Commissioner of 7 7 11
Management and Budget, Office of 6 15 2
Medical Examiners, Board of 17 6
Milk Stabilization Board 8
Nursing, Board of 25 15 11
Nursing Home Administrators, 16 4
Board of Examiners for
Personnel Board, State 15 5
Pharmacy, Board of 1 13
Plumbing, Board of 14
Private Investigative and
Security Board
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STATISTICAL SUMMARY OF RULEMAKING (continued)

Agency Amend Create Supersede Repeal Special Reserved

Public Instruction, 8 18

Superintendent of
Public School Education 1 3
Public Service Commission 123 23 32
Real Estate Commission 5 2
Retirement Board 33 13 2
Secretary of State 1
State Board of Funeral Service 18 17
State Gaming Commission 211 329
State Investment Board 1
State Retirement and Investment 1

Office
Tax Commissioner 21 10 39
Teachers’ Fund for Retirement 10 1
Transportation, Department of 28 36
Veterans’ Affairs, Administrative 1

Committee on
Water Commission 32 23 46
Workers Compensation Bureau 11 46 107
Total 916 1,188 0 846 92 193

Grand Total All Sections = 3,235
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ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

North Dakota Century Code (NDCC) Chapter 54-
35.2 establishes the Advisory Commission on Inter-
governmental Relations. The commission is directed
by law to study local government structure, fiscal and
other powers and functions of local governments,
relationships between and among local governments
and the state or any other government, allocation of
state and local resources, and interstate issues in-
volving local governments. The commission is re-
quired to report its findings and recommendations to
the Legislative Council in the same manner as in-
terim Legislative Council committees. The commis-
sion also is directed by law to administer grants to
political subdivisions for projects to improve effi-
ciency of local governments.

North Dakota Century Code Section 54-35.2-01
establishes the membership of the commission as
four members of the Legislative Assembly appointed
by the Legislative Council, two citizen members
appointed by the North Dakota League of Cities, two
citizen members appointed by the North Dakota
Association of Counties, one citizen member appointed
by the North Dakota Township Officers Association,
one citizen member appointed by the North Dakota
Recreation and Park Association, and the Governor
or the Governor’s designee. The Legislative Council
designates the chairman of the commission. All
members of the commission serve a term of two years
beginning July 1 of each odd-numbered year. Cur-
rent members whose terms began on July 1, 1993, are
Senators Bryce Streibel (Chairman) and Jim
Dotzenrod; Representatives Jackie Brodshaug and
Rex R. Byerly; League of Cities representatives Jeff
Fuchs and Bill Sorensen; Association of Counties
representatives Ernest Fadness and Susan Ritter;
Township Officers Association representative Ken
Yantes; Recreation and Park Association represen-
tative Randy Bina; and Governor’s designee Al
Hausauer.

The commission submitted this report to the Leg-
islative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

LOCAL GOVERNMENT EFFICIENCY
PLANNING GRANTS

1991-92 Interim

The 1991 Legislative Assembly enacted Senate
Bill No. 2346, which provided for local government
efficiency planning grants to be administered by the
commission and provided an appropriation from the
state aid distribution fund of $250,000 for these
grants. The bill created NDCC Section 54-35.2-02.1,
requiring the commission to administer the program
of local government efficiency planning grants of up
to $25,000 per grant to county or city governments
upon approval of plans intended to increase the
efficiency of local government through restructuring
county or city government, changing county bound-
aries including consolidation of counties, or consoli-
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dating county and city services. The law requires a
county or city seeking a planning grant to submit a
preliminary plan for consideration by the commis-
sion. In approving a planning grant, the commission
may impose any conditions it deems appropriate
including requiring periodic reports or furnishing of
matching funds.

During the 1991-92 interim, the commission
adopted guidelines to govern its deliberations on
planning grant applications and to provide grant
applicants notice of the standards that would be
applied in evaluating grant applications. The com-
mission adopted a guideline that 50 percent match-
ing funds would be required of a grant applicant, but
if special need was demonstrated the matching con-
tribution of the applicant could be reduced to 25
percent of the cost of the project. The matching fund
requirement was adopted to ensure a strong level of
local commitment to the grant project. The commis-
sion also adopted guidelines providing that:

1. Grant funds could be used for planning projects
for future changes in government structure or
function intended to increase efficiency.

2. Grant funds could not be used to fund projects
that would be considered normal functions of
government.

3. Grant funds could not be used to encourage any
particular vote on a ballot measure such as a
home rule proposal, but grant funds could be
used for public education purposes in relation to
elections so that voters could be fully informed
of the facts before casting ballots.

4. The proposed project had tohave some potential
future benefit to other political subdivisions.
The requirement of a benefit to other political
subdivisions was adopted because the grant
program was intended for innovative projects
that might prove to be useful examples for
future consideration and possible adoption by
other political subdivisions.

The commission conducted two separate rounds of
consideration of grant applications in the 1991-92
interim. The commission awarded local government
efficiency planning grants to 15 grant applicants.
The total amount awarded in grants in both grant
rounds was $198,558.34, leaving $51,441.66
unexpended from the 1991-93 local government effi-
ciency planning grant appropriation. Final reports
were received for two of the grant projects and 13
projects were pending at the end of the interim.

1993 Legislative Action

In 1993 the Legislative Assembly enacted two bills
affecting the local government efficiency planning
grant program.

Senate Bill No. 2487 appropriated $51,400 to the
commission for local government efficiency planning
grants. This amount was selected because it approxi-
mated the unexpended amount from the 1991-93
appropriation. A $7,500 grant award made in 1992
was not claimed by the recipient but that amount was



not reappropriated because notice that the grant
would not be claimed was not received until after the
1993 legislative session adjourned. Senate Bill No.
2487 also amended the objects for which grants could
be provided. Grant awards were previously limited
to cities or counties and the amendment allowed the
commission to directly expend appropriated funds
for research and studies of statewide significance.

Senate Bill No. 2357 provided that unexpended
local government efficiency planning grant funds are
to be redeposited in the state aid distribution fund.
This bill was enacted as an emergency measure after
research disclosed that unexpended grant funds would
be deposited in the state general fund under general
statutory authority.

1993-94 Interim

Thirteen grant projects were pending at the end of
the 1991-92 interim and one of them went unclaimed.
Ofthe remaining 12, 11 delivered final reports to the
commission during the 1993-94 interim and one
grant project is still in progress. During the 1993-94
interim, $1,466.14 in unexpended grant funds was
returned to the state by grant recipients who had
completed their grant projects and this amount was
deposited in the state aid distribution fund.

Senate Concurrent Resolution No. 4065 (1993)
directed the Legislative Council to study establish-
ment of statewide home rule. The Legislative Council
did not give priority to this study resolution but did
refer it to the attention of the commission. The
commission took no action on this study topic.

Grant Project Reports

Renville, Bottineau, Burke, and Divide counties
werejointly awarded a grant of $16,066 in June 1992.
The counties entered a joint agreement to reduce
election expenses and increase efficiency in deter-
mining election results. The counties reported that
each county reduced election costs by at least $3,580
by using new tabulating equipment and agreeing to
provide election backup hardware for neighboring
counties, reducing the number of hours worked by
election boards, combining precincts to reduce the
number of election boards, and reducing the amount
of time for election recountsin Renville and Bottineau
counties. The new tabulating equipment also re-
sulted in providing election results more quickly for
the public and candidates. Representatives of the
counties said the result was a savings to taxpayersin
the four counties of more than $14,000 in one election
cycle and that additional savings would be realized
by the four counties in future elections.

The city of Oakes was awarded grants of $12,000
in November 1991 and $6,917.34 in June 1992 for two
related grant projects conducted under the leader-
ship of the North Dakota League of Cities. The goal
of the earlier grant project was to promote coopera-
tive efforts among cities to investigate financing,
intercommunications, instructional needs, and imple-
mentation strategies to determine how cooperative
efforts could benefit cities. The second grant project
was intended to focus on communications needs be-
cause the first grant project concluded that commu-
nication among cities is necessary for cooperative
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efforts. The North Dakota League of Cities retained
consultant services under both studies. The League
of Cities report said the objectives of the first study
were to determine how the League of Cities should
collect and disseminate information for public offi-
cials, to develop a communications system for public
officials, to meet the educational and technical needs
oflocal government, and to accomplish the legislative
goals of cities. Under the communications study, a
survey of cities showed that a very high percentage of
city officials believe there is a strong need for cities to
be able to access a common data base. Other survey
results were that city officials believe a communica-
tions network among cities is needed, current com-
munication among cities is rated as fair or poor, and
no more than 25 percent of cities have access to
communications equipment other than the telephone.

McHenry County was awarded a grant of $10,500
and Sargent County was awarded a grant of $15,075,
and both grant projects were conducted under the
supervision of the North Dakota Association of Coun-
ties. These grant projects assisted in the establish-
ment of the North Dakota Cooperative for Automation
and Technology. The cooperative is intended to
assist in joint planning and coordination of resources
among counties to improve the efficiency of future
computerization for counties. The cooperative estab-
lished user groups for fiscal administration, justice
and public safety, register of deeds services, social
services, and transportation.

The Association of Counties reported that develop-
ment,implementation, and coordination of standard-
ized information management systems has great
potential to improve the delivery systems of govern-
ment by reducing the costs and improving the ser-
vices of government. The stated role of the cooperative
is to facilitate and coordinate plans to allow counties,
cities, and school districts to work more closely to-
gether and share computers, programs, services, and
other operational overheads.

The city of Carrington was awarded a grant of
$6,500 to examine the potential for consolidation of
city offices. Carrington’s city offices were located in
several buildings in the city. The project was in-
tended to be the beginning of a planning process on
the restructuring of city government in Carrington.
A consultant was hired to recommend options re-
garding housing of city services. The study examined
space needs and future structure of city government
and is being used by the city in its plans to renovate
and combine city services and possibly county ser-
vices. The grant project was completed and $594.34
in unspent grant funds was returned and deposited
in the state aid distribution fund.

Williams County was awarded a grant of $12,500
to retain the services of a consultant for a county
office collocation study. The study is being used by
the board of county commissioners on a monthly
basis and the county gained more space for social
services staff without additional spending. It was
reported that the county is looking at consolidation of
county offices in a new light and anticipates consoli-
dation of county offices will be accomplished over an
extended period of time to avoid disruption.

The city of Grand Forks and Grand Forks County



were jointly awarded a grant of $18,000 to study
restructuring and consolidating county and city gov-
ernment. A portion of the study was devoted to
examination of city and county home rule needs. The
city of Grand Forks has a home rule charter but
Grand Forks County does not. After the grant was
awarded, a Grand Forks County home rule charter
proposal was defeated in the June 1992 primary
election. The defeat of the home rule charter altered
the study plans. The city and county requested that
the commission approve a change in the study under
which the total cost would be $24,000 and the local
matching contribution would be reduced to $6,000, or
25 percent of the total cost of the project. The
commission refused the request because no special
financial need was demonstrated, but the commis-
sion authorized use of the grant to provide equal
matching funds for the cost of the changed study, up
to the original project cost of $36,000.

The city and county of Grand Forks retained ser-
vices of consultants to conduct grant project studies.
The studies were conducted in two phases. The first
study examined the possibility of increased coopera-
tion between the city and county in the areas of
purchasing, data processing, planning, personnel,
and elections. The city and county received recom-
mendations in each of these areas and have made
progress in implementing these recommendations
since completion of the study project. The county is
contracting with the city planning department for
update of the county land use plan that is mandated
by state law for solid waste planning. It is antici-
pated that the county will request the city planning
department to update county zoning and subdivision
regulations. These cooperative efforts are viewed as
initial steps in a long-term goal of consolidation of
services in the planning area. The city and county
are working together to use existing training pro-
grams and establish joint programs for personnel.
The county administrator and city personnel officer
will retire at the end of 1994 and city and county
officials are meeting to examine the possibility of
consolidating the functions of these offices. Joint
elections were held in June 1994 and were said to be
of benefit to all participating political subdivisions.
As a result of the study, the office of the sheriff and
the city police department are being considered for
collocation. This is viewed as an initial step toward
sharing of justice and law enforcement services and
emergency services which can improve services and
reduce costs in the future. The city and county
returned $871.80 in unspent grant funds, which was
deposited in the state aid distribution fund.

Richland County was awarded a grant of $17,500
to analyze the organizational structure of the offices
of several county elected officials to determine whether
those offices could be combined. Richland County
citizens studied home rule issues for several years
before the grant application. The process of examin-
ing county government structure in Richland County
involved residents from all areas of the county and
led to adoption of a county home rule charter and this
grant project. By coincidence, some county officials of
lengthy service will be retiring at the end of 1994.
Study of the structure of county government and
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detailed interviews with affected county officials and
employees were conducted under this grant project.
The study recommended restructuring county gov-
ernment and combining several elected offices. Un-
der the restructuring, Richland County will have an
appointed auditor/director of finance and adminis-
tration who will supervise four county government
branches responsible for general administration, fi-
nance and accounting, data processing, and tax and
property administration. This will combine five
elected county offices into one appointed office to
oversee county government administrative processes.
County commissioners, the sheriff, and the state’s
attorney will remain elected officers.

Walsh County was awarded a grant of $7,500 to
fund a study commission examining all aspects of
county government. The Walsh County study com-
mission made recommendations to the board of county
commissioners of Walsh County, including a pro-
posal that the county auditor, treasurer, and register
of deeds should be appointed rather than elected.
This proposal was presented to Walsh County voters
and defeated in November 1992. The study commis-
sion has continued to work on various county govern-
ment issues as directed by the board of county
commissioners and has not completed its study ac-
tivities.

The city of Mandan and Morton County were
awarded a grant of $25,000 for a study of consolida-
tion of city and county services. Before the grant
project, the city of Mandan and Morton County had
combined several services and these combinations
worked well in the opinion of city and county repre-
sentatives. The stated purpose of this study project
was to consider combining a broader range of services
and toinvestigate the possibility of collocating county
and city departments.

The project focused on nine areas of city and
county government, identified existing cooperative
agreements, and attempted toidentify areasin which
cooperation could be instituted.

The Mandan and Morton County project surveyed
elected and appointed officials on attitudes regard-
ing the status of offices. The survey was intended to
determine whether it would be feasible to change
some elected offices into appointed offices. One
elected official expressed interest in changing the
office to an appointed office. Morton County sched-
uled public hearings to gauge public opinion and
found a significant amount of public opposition to
making the elected office an appointed office. The
idea was not pursued.

When the report of Mandan and Morton County
was presented, it was emphasized that county and
city officials became very aware of the importance of
early citizen involvement in the process of consider-
ation of changes to local government offices and
structure and that the need for citizen involvement
necessitates a slow evolution process in local govern-
ment. The county and city identified areas in which
improvements can be made which will ultimately
benefit the taxpayers, although the benefits of the
study project may not become apparent for several
years.

The city of Bismarck was awarded a grant of



$25,000 for a joint study among the cities of Bismarck
and Mandan, Burleigh and Morton counties, Bis-
marck and Mandan school districts, and Bismarck
and Mandan park districts. The North Dakota Con-
sensus Council, Inc., was the consultant and admin-
istrator of the grant project on behalf of the political
subdivisions. The project was intended to develop an
advocate forintergovernmental cooperation and strat-
egiesforlocal governments to meet future needs. The
project established a joint service council consisting
of representatives from each of the eight units of local
government involved in the project.

Under this project, a conference was held in the
fall of 1992 to bring together 70 elected and appointed
officials, students, and interested citizens. The con-
ference reviewed 149 joint governmental efforts in
place within Burleigh and Morton counties and iden-
tified barriers to cooperative efforts and subjects for
future cooperative efforts.

The eight entities involved in the grant project
signed a joint powers agreement establishing the
Mandan-Bismarck-Burleigh-Morton joint service
network. The network established an investment
pool among the eight political subdivisions in hopes
that the group could obtain better rates of interest
than an individual entity. The network intends to
develop an automated and integrated tax program
for assessment of property, generating tax receipts,
and keeping records of delinquencies and payments.
The program is intended to be designed for, and made
available to, all medium-sized counties in North
Dakota in cooperation with the North Dakota Asso-
ciation of Counties.

The political subdivisions involved in the grant
project produced a videotape about collaboration ef-
forts of North Dakota political subdivisions and a
series of articles about local government structural
changes possible under current state law. The project
established joint purchasing and bidding among par-
ticipating political subdivisions and found that more
bidders and better prices were available than previ-
ously experienced. The project also focused on joint
personnel issues, workers’ compensation premium
reduction and risk management, joint election ser-
vices, and a process to develop a common vision for
the future of Morton and Burleigh counties.

Audits of Grant Projects

At the final interim meeting of the commission,
questions were raised about whether matching funds
on a grant project were provided as promised. After
deliberating on these questions, the commission ap-
proved a motion that the chairman request review by
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the State Auditor of any grant projects in which the
chairmanbelieves questions exist regarding whether
matching funds were properly provided. The chair-
man did not wish to single out any grant projects and
requested that all grant projects be reviewed for the
status of providing matching funds by grant recipi-
ents. All grant projects have been forwarded to the
State Auditor for review.

1993-94 Grant Awards

The commission authorized a grant of $24,999 to
the North Dakota Association of Counties for a grant
project sponsored by the city of Dickinson and Cass,
Barnes, Stutsman, Wells, and Williams counties.
The Association of Counties intends to establish a
property tax task force. The task force is intended to
examine automation of the process for reporting
statements of full consideration and property trans-
actions, electronic exchange of information between
the state and counties to enhance the property tax
data base, and the feasibility of electronic mail and
other file transfers among the state Tax Commis-
sioner, counties, and cities. It is anticipated that
much of the work of this task force will be completed
in 1995 and the commission asked that the results of
the study be reported to an appropriate interim
Legislative Council committee.

The commission authorized a grant of $24,999 to
the North Dakota League of Cities. The project is
intended to establish a computer network among
cities and the North Dakota League of Cities. At
present, 102 of 364 cities have computers for some
city functions and 21 cities have fax machines. Many
of these cities have compatible equipment so an
information network could be established among
those cities and the North Dakota League of Cities.
The method proposed to evaluate the feasibility of
such a network is to employ a professional on the staff
of the North Dakota League of Cities to help establish
the network and evaluate it after one year.

Conclusion

The commission makes no recommendation re-
garding the local government efficiency planning
grant program. Although statutory authority exists
for the local government efficiency planning grant
program, the commission makes no recommendation
with regard to funding for continuation of the pro-
gram.

The commission took no action on topics other
than the local government efficiency planning grant
program,



AGRICULTURE COMMITTEE

The Agriculture Committee was assigned four
studies. Senate Concurrent Resolution No. 4062
directed a study of the adequacy of current noxious
weed laws, regulations, and control efforts. Senate
Concurrent Resolution No. 4023 directed a study of
the development of a noxious weed trust fund. House
Concurrent Resolution No. 3049 directed a study of
noxious weed laws to determine the feasibility and
desirability of identifying purple loosestrife as a
noxious weed and instituting appropriate methods of
control or eradication. Senate Concurrent Resolution
No. 4031 directed a study of problems relating to the
use of contracts for the sale of agricultural commodi-
ties. The committee requested and received permis-
sion from the chairman of the Legislative Council to
undertake an additional study regarding the testing
of wheat protein content and ways in which consis-
tent testing can be encouraged.

Committee members were Senators Dale Marks
(Chairman), Bill L. Bowman, Layton Freborg, and
Jerome Kelsh and Representatives Wesley R. Belter,
Gerald T. Bodine, James Boehm, Andy Hagle, Eu-
gene Nicholas, Earl Rennerfeldt, Don Shide, and
Mark Sitz.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

NOXIOUS WEED STUDY

Background

A weed can be described as any undesired, uncul-
tivated plant that conflicts with, restricts, or other-
wise interferes with land management objectives.
Most weeds have several of the following character-
istics:
Perennial in nature;
Continuous seed production;
Effective seed dispersal;
Ability of seed to remain dormant in soil for
extended periods;
Ability to grow under adverse environmental
conditions;

6. Ability to adapt to a variety of soil and climactic

conditions;
7. Ability to effectively compete for soil moisture,
nutrients, and sunlight; and

8. Genetic adaptability.

Once a plant has been classified as a weed, it can
attain a “noxious” status by legislation or by the
specific designation of another authority.

oo

o

North Dakota Law
North Dakota statutes relating to the control of
noxious weeds are found in North Dakota Century
Code (NDCC) Chapter 63-01.1.

Weed Control Officials

Chapter 63-01.1 gives enforcement authority to
the Commissioner of Agriculture and directs the
commissioner to determine, after consulting with the
North Dakota State University Extension Service,

22

which weeds are noxious.

County weed boards are designated as the control
authorities for individual counties. Each board of
county commissioners is charged with appointing a
five- or seven-member county weed board and with
establishing board member areas. Each county weed
board is in turn directed to designate a county weed
control officer. County weed boards are authorized to
develop and compile a list of county noxious weeds.
At a minimum, the list must include those weeds
designated as noxious by the Commissioner of Agri-
culture. A board of county commissioners may also
authorize the county weed board to engage in pest
control.

Enforcement Powers

The Commissioner of Agriculture, a county weed
board, or a county weed control officer may enter land
without the consent of the landowner for the purpose
of performing statutory duties. If land is found to be
infested with weeds or pests, the county weed officer
may require that the weeds or pests be controlled
within the time specified. If the landowner does not
comply with the directive, the county weed control
officer may cause the work to be done and charge the
expenses against the land as taxes to be levied the
following year.

Duties of Public Landowners

With respect to publicly owned land, the Commis-
sioner of Agriculture is to attempt the arrangement
of a satisfactory noxious weed and pest control pro-
gram. Iftheland is under the control of another state
agency, the commissioner, upon failure of that agency
to control weeds or pests, may authorize a county
weed board to undertake control activities. That
agency is to reimburse the county weed board for
expenses incurred within 30 days of receiving a bill.

A federal agency having jurisdiction over land in
the state is to set up a management program for
controlling noxious weeds and, if appropriate, pests.
If the federal agency does not control or set up a
management program, the federal agency must pro-
vide the commissioner and the county weed authori-
ties with a report “describing the methods used by the
federal agency and showing cause why the federal
agency is not controlling the noxious weeds or . . .
pests.” The Commissioner of Agriculture may hold a
public hearing regarding the federal agency’s failure
or refusal to control the weeds or pests.

Penalties

North Dakota Century Code Section 63-01.1-08
provides a civil penalty for failure to comply with the
weed control provisions. The penalty may not exceed
$50 for each day of violation, up to a maximum of
$2,500 per year. Accumulated penalties are a lien
against the property. Any penalties collected are
deposited with the treasurer of the political subdivi-
sion in which the penalty originated and credited to
that subdivision’s weed control fund. Penalties may
be adjudicated by a court or by the county weed board
after a hearing. A penalty imposed by a county weed



board may be appealed to the board of county com-
missioners.

Program Funding

A county weed board may levy up to two mills on
the taxable valuation of all property in a county for
the support of its efforts and, with approval of the
board of county commissioners, may levy an addi-
tional two mills. If a county assesses more than three
mills, at least one mill must be dedicated to leafy
spurge control. A county must levy at least three
mills for noxious weeds or leafy spurge control to be
eligible for state cost-share dollars.

At least $2,456,865 was appropriated to five state
agencies for weed control during the 1993-95 bien-
nium.

For the 1991-93 biennium, the Commissioner of
Agriculture received a general fund appropriation of
$458,368, plus $485,000 from the environment and
rangeland protection fund, for noxious weed control.
Forthe 1993-95 biennium, these amounts were raised
to $488,865 and $585,000, respectively.

The Game and Fish Department used moneys
from the sale of hunting and fishing licenses and
federal matching dollars from the excise tax on hunt-
ing goods to fund weed control. For the 1991-93
biennium, the department’s line item appropriation
for weed control was $145,000. This was increased to
$235,000 for the 1993-95 biennium.

The Board of University and School Lands set
aside $110,000 for its leafy spurge control program
during the 1993-95 biennium. This money came from
land rental payments and represents an increase of
$20,000 over the 1991-93 biennium.

The Department of Transportation set aside
$114,000 for the purchase of chemicals and $918,000
for contract vegetation control during the 1993-95
biennium. This is approximately the same amount
as that expended during the 1991-93 biennium.

The Parks and Tourism Department budgets ap-
proximately $6,000 per biennium for weed control on
its lands.

Testimony

Enforcement

According to testimony presented to the commit-
tee, only a handful of counties are enforcing the
noxious weed laws. The lack of enforcement is due in
part to liability concerns as well as social concerns.
State’s attorneys do not actively enforce noxious
weed laws. Local weed boards often have difficulty
enforcing the laws because the enforcement actions
tend to be against friends and neighbors. When an
action is brought against one landowner in a county,
however, other landowners tend to realize that the
county is serious about the enforcement of weed laws.

Another problem in controlling noxious weeds
relates to inadequate income of the landowner. Al-
though mostlandowners try to control noxious weeds,
a landowner whose income is inadequate often re-
duces expenditures on weed control.

Biological Control
According to testimony presented to the commit-
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tee, there were 200,000 acres of leafy spurge in the
state in 1962, but approximately one million acres in
1990. One weapon being used in the fight against
noxious weeds is biological control. It takes approxi-
mately five to seven years of research and develop-
ment efforts before an insect species can be introduced
as a potential host species. That process involves a
complex relationship between the public and private
sectors. For example, the United States Department
of Agriculture Animal and Plant Health Inspection
Service is responsible for the establishment of
insectories and for the approval of nonnative species
introduction, while the State Commissioner of Agri-
culture is responsible for coordinating the biological
control program and the transfer of insects to land-
owners. Landowners participating in a biological
control program must set aside a five-acre site for
testing and research and must allow entry ease-
ments for a 10-year period.

Grazing Practices

According to testimony presented to the commit-
tee, the eastern and central portions of the state are
heavily infested with leafy spurge. Although sheep
and goats have not been widely used or promoted as
methods to control weeds, research has shown that
sheep will graze a variety of broadleaf weeds and that
Angora goats do an excellent job of defoliating leafy
spurge.

Grazing methods are more feasible than chemical
applications in woody draws, around waterways, and
in areas having high water tables. Although it may
not be economically viable to use chemical control if
there is too much leafy spurge infestation, a land-
owner can still profit by grazing animals. Grazing
not only reduces leafy spurgebut also increases grass
production.

In the future, sheep and goat owners might lease
their animals to other landowners for use on infested
sites. Although the sheep market is good, interest in
goats has waned, in part because of the loss of wool
subsidies and the low price for mohair.

Grazing and chemical methods can be used con-
currently. However, greater care must be taken in
the simultaneous use of grazing and insects because
grazing can eliminate the insect habitats.

Industry Perspective

According to testimony presented to the commit-
tee, leafy spurge root structures run at least 18 feet
and the seeds have strong and long viability. The
Environmental Protection Agency likely would not
favor a chemical that eradicated spurge because the
chemical would have to travel deep into the soil and
remain there for at least seven to eight years.

Because the contamination of ground water is an
ongoing concern, the Environmental Protection
Agency requires that at least 120 tests be conducted
before a product can be marketed. This generally
takes seven to 10 years. The odds of finding a
chemical miracle for the eradication of leafy spurge
are low. Early detection, mapping, and the effective
use of existing control methods were described as the
best ways to control leafy spurge.



Committee Considerations

The committee considered a bill draft that would
have appropriated $110,000 for cost-share assistance,
$150,000 from the environment and rangeland fund
and $50,000 from the general fund for integrated
weed management projects, and $95,000 for the hir-
ing of summer employees to assist the Commissioner
of Agriculture with biological control, inspection, and
enforcement efforts. The committee determined that
noxious weeds in general and leafy spurge in particu-
lar have very significant economic impacts on the
state’s agricultural sector and that given limited
funds, consideration must be focused on how those
funds can best achieve the greatest results. The
committee determined that the cost-share assistance
program 1is the backbone of chemical weed control
efforts in the state and therefore shifted funds from
other programs to bolster the cost-share effort. Forty-
one counties are eligible to receive state funding
through this program. For the 1993-95 biennium,
state cost-share funding was set at $775,000. The
committee revised the bill draft so that it would have
created a noxious weed educational fund and would
have appropriated $50,000 to the fund for the pur-
chase of services and material necessary for noxious
weed and integrated pest management education
programs. As revised, the bill draft also would have
appropriated $260,000 for the cost-share assistance
program, $30,000 for biological control training and
the monitoring of sites, $15,000 for the training of
weed officers, and $5,000 for the training of state and
federal land managers. It is anticipated that the
Commissioner of Agriculture will seek a similar level
of funding for the cost-share program during the
1995-97 biennium. The $260,000 recommended by
the committee would be in addition to any other
amount appropriated to the commissioner.

Testimony indicated that the Commissioner of
Agriculture is developing state guidelines and a for-
mula for the distribution of cost-share dollars. The
guidelines are intended to establish consistency in
weed control efforts statewide and the formula is
intended to make the funding process more objective,
so that a county weed board will be able to predict the
level of state funding for which it will be eligible.

The committee determined that there is a need to
fund educational outreach efforts with a revolving
fund. The Commissioner of Agriculture intends to
develop some educational programs and to contract
with the Agricultural Extension Service to perform
part of the educational work. A revolving fund would
provide the commissioner with a source of revenue to
fund the development of the programs which would
be replenished with revenue from the sale of products
to those taking the programs.

Recommendation

The committee recommends Senate Bill No. 2031
to create a noxious weed educational fund and appro-
priates $50,000 to the fund for the purchase of ser-
vices and materials necessary for providing noxious
weed and integrated pest management educational
programs. The bill also appropriates $260,000 for
the cost-share assistance program, $30,000 for bio-
logical control training and the monitoring of sites,

$15,000 for the training of weed officers, and $5,000
for the provision of noxious weed management train-
ing to state and federal land managers.

NOXIOUS WEED MANAGEMENT TRUST
FUND STUDY

Background

A noxious weed management trust fund is agrants
program designed to assist counties, cooperative weed
management groups, researchers, and educators in
the coordination and management of large noxious
weed infestations and in the prevention of future
infestations. The Montana Legislature enacted this
type of program in 1985.

Montana Trust Fund

The Montana Noxious Weed Management Trust
Fund was initially funded by an appropriation of $1
million and a one percent surcharge on retail sales of
herbicides. In 1987 a 50-cent weed fee was imposed
on all motor vehicles registered in the state and in
1989 this fee was increased to $1.50. The vehicle
weed fee, together with trust fund interest, generates
approximately $1.4 million annually. In 1987, 1989,
and 1991 additional funding totaling $450,000 was
provided for biological control efforts.

In 1991 the Montana Legislature provided for the
elimination of the one percent herbicide surcharge
when the trust fund reached $2.5 million. Moneys
deposited in the trust fund may not be committed or
expended until the principal reaches $2.5 million,
except in the case of a noxious weed emergency.

The Department of Agriculture is authorized to
expend funds through grants and contracts to com-
munities, weed control districts, and other entities it
considers appropriate for noxious weed management
projects. A project is eligible to receive funds only if
the county within which the project occurs has funded
its own weed management program.

The Department of Agriculture is permitted to
expend funds without restriction for:

1. Employment of a new and innovative noxious
weed management project or the development
of any noxious weed management project that
may be established by local, state, or national
organizations.

2. Cost-share noxious weed management programs
with local weed control districts.

3. Special grants to local weed control districts to
control significant noxious weeds newly intro-
duced into a county.

4. Costs of collecting the surcharge.

5. Administrative expenses incurred by the Nox-
ious Weed Management Advisory Council.

6. Any project recommended by the Noxious Weed
Management Advisory Council, if the depart-
ment determines the project will significantly
contribute to the management of noxious weeds
within the state.

7. Grants to the Agricultural Experiment Station
and the Cooperative Extension Service for weed
management research, evaluation, and educa-
tion.

If a new and potentially harmful weed is discov-



ered growing in the state and is verified by the
department, the Governor may declare a noxious
weed emergency. In the absence of necessary fund-
ing from other sources, the department may allocate
up to $150,000 of the noxious weed management
trust fund’s principal to government agencies for
emergency relief and for eradicating or confining the
new noxious weed species.

Testimony

According to testimony presented to the commit-
tee, one of the greatest difficulties encountered in the
control and eradication of noxious weeds is the incon-
sistent level of funding from state and local sources.
It was suggested that a noxious weed trust fund
would alleviate many of these funding concerns. If
this type of program were to be viable in the state,
public and private sector entities would have to lend
their full support, and the number of personnel em-
ployed by the Commissioner of Agriculture’s Weed
Division would have to be increased.

North Dakota cannot implement a motor vehicle
registration fee to fund noxious weed eradication and
control efforts similar to the fee in Montana. Article
X, Section 11, of the Constitution of North Dakota
provides that revenue from motor vehicle registra-
tion and license taxes must be used solely for con-
struction, reconstruction, repair, and maintenance
of public highways, and the payment of obligations
incurred in the construction, reconstruction, repair,
and maintenance of public highways.

Conclusion

The committee makes no recommendation regard-
ing the establishment of a noxious weed manage-
ment trust fund. Some committee members supported
atrust fund to provide a constant source of income for
noxious weed control and eradication efforts. The
committee determined, however, that it would be
better to direct available funds toward ongoing weed
control and eradication efforts, rather than segre-
gate the funds as principal for a noxious weed man-
agement trust fund. A new trust fund would require
additional sources of revenue to increase its princi-
pal. Unlike Montana, North Dakota does not have
access to revenues from motor vehicle registration
and license taxes for general weed control purposes.
The committee determined that a constitutional
amendment to allow the use of such revenues for
purposes of noxious weed control and eradication
would probably not meet with voter approval at this
time.

PURPLE LOOSESTRIFE STUDY

Background

Purple loosestrife is an emergent aquatic plant of
Eurasian origin. It became established in the estuar-
ies of North America during the 1800s and has
subsequently spread across mid-latitude North
American wetlands. Purple loosestrife can grow to be
twometershigh and 1.5 meters wide. It is most easily
identified during its long season of bloom (late June
through early September) by its characteristic red-
dish-purple floral masses. Seed production is pro-
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lific. A mature plant is capable of producing over two
million seeds in a growing season. Seed dispersal
takes place largely by drift in moving water, mud on
aquatic birds and animals, trucks or offroad vehicles,
and the cooling systems of outboard motors. Once
established, purple loosestrife can survive with only
50 percent sunlight and appears tobe adept at accom-
modating a wide variety of habitats.

Purple Loosestrife in North Dakota

Purpleloosestrife has been noted in all areas of the
state and especially so in alluvial floodplains and wet
coulees. It tends to replace native wetland plant
communities and ecologically impact dependent
fauna. It has been found to displace and ultimately
exclude desirable wildlife food plants and wetland
habitats and thereby reduce the wildlife carrying
capacity of a wetland. It also invades wetland pas-
tures and wild hay meadows, reduces other desirable
forage, and creates congestion and blockages in irri-
gation ditches and drainage canals.

The Natural Resources Division of the Game and
Fish Department has developed containment strate-
gies to minimize the spread and impact of purple
loosestrife. These strategies include early detection
by ground or aerial searches and local eradication
followed by continued treatment and surveillance.

Current treatments include applying broad-spec-
trum herbicide, removing by hand, mowing, manipu-
lating water levels, discing and reseeding with species
able to outcompete the purple loosestrife, and burn-
ing. Biological control mechanisms are also being
explored by researchers in this country and in Eu-
rope.

Regulation of Purple Loosestrife

The regulation of purple loosestrife in this country
takes place by state noxious weed laws, seed laws,
nursery laws, and administrative rules. There are no
federal laws or rules that govern the plant. States
that statutorily define purple loosestrife as a noxious
weed include Arkansas, California, Idaho, Indiana,
Louisiana, Minnesota, Missouri, Ohio, South Da-
kota, Washington, and Wisconsin.

The Minnesota Program

In 1987 Minnesota implemented the nation’s first
purple loosestrife program. The Department of Natu-
ral Resources is the lead agency in the effort to
contain the spread of purple loosestrife. The plant
was declared to be a noxious weed and its transpor-
tation into or out of the state was banned. Landown-
ers were required to control plants growing on their
land.

The Minnesota program has several components—
public awareness, which involves the use of slide
shows and printed materials, e.g., posters, brochures,
and newsletters; computerized tracking of infesta-
tions; control of large infestations by aerial and
ground spraying; and control of small infestations by
spot treatment. The Minnesota program is funded by
a $3 surcharge on watercraft licenses.

Testimony
According to testimony presented to the commit-



tee, there are only limited instances of purple loos-
estrife in the state. Because of the small areas of
infestation, serious eradication efforts should be ini-
tiated now due to the high cost of treatment—over
$1,000 per acre.

Before purple loosestrife may be placed on the
state noxious weed list, evidence must show that it
causes economic damage in the state. It may not be
placed on the list just because it has the potential to
cause economic harm or because it is causing eco-
nomic harm to neighboring states and provinces.

Purple loosestrife is sold commercially at a retail
price of approximately $5 per plant. Some nurseries
consider purple loosestrife to be their best selling
perennial. The nurseries in the state sell only named
cultivars (horticultural hybrids created especially
for the nursery market) because they bloom better
and longer, are easier to care for, have better color,
and do not produce seeds.

However, even though purple loosestrife cultivars
are sterile, they can be pollinated by a wild variety.
Thus, care must be taken in selecting planting sites.
It was suggested that purple loosestrife is not likely
to spread in North Dakota as it has in other states
because water levels are erratic and the soil is highly
alkaline in this state. Neither situation promotes
growth and propagation of the species.

The Commissioner of Agriculture has formed a
steering committee to determine whether there are
wild, uncontrolled populations of purple loosestrife
in the state. If these populations are found, the
commissioner indicated that consideration will be
given to declaring purple loosestrife a noxious weed.
If, on the other hand, the populations are not found,
the commissioner indicated that voluntary control
measures would be encouraged rather than imposi-
tion of stringent regulation.

Conclusion

The committee encouraged the Commissioner of
Agriculture to undertake regulatory measures and
ensure that purple loosestrife seed is not sold in the
state. The committee also encouraged the commis-
sioner to promote the use of voluntary measures for
the purpose of aiding the eradication of purple loos-
estrife. The committee makes no recommendation
regarding purple loosestrife.

AGRICULTURAL CONTRACTS STUDY

Background

A contract is a promise or a set of promises enforce-
able by law. The primary test of a contract involves
the intention of the parties—has there been a meet-
ing of the minds—to assume an obligation. The
understanding of the parties is determined not only
from the words of the contract, but from the situation,
the acts and conduct of the parties, and the attendant
circumstances. To be valid, there must be mutual
assent, the parties must be capable of entering into a
contract, there must be a time certain, and there
must be consideration.

Agricultural Contracts
While agricultural contracts share all the basic

26

features of a regular contract, they also exhibit intri-
cacies that place them in a separate class. They often
involve the unique characteristics of certain com-
modities, including perishability, and are affected by
the financial position of producers, market condi-
tions, and other economic factors.

Some agricultural contracts are strictly buy-sell.
The producer owns the crop and sells it to the proces-
sor. The title passes at the time of sale. At the other
end of the continuum are service or bailment con-
tracts. In these arrangements, the processor owns
the seed, crop, or livestock, provides all the materi-
als, and dictates all phases of production and har-
vest. The producer provides only the labor. The
processor retains title at all times. In between these
extremes are an infinite number of variations.

Minnesota Agricultural Contracts Task Force
In 1988 the Minnesota Department of Agriculture
formed the Agricultural Contracts Task Force. The
task force was charged with determining the extent
of problems associated with the sale of agricultural
commodities under contract. Its membership repre-
sented a broad spectrum of agricultural interests.

The members of the task force realized that limit-

ing their efforts to a consideration of Minnesota’s
laws would not be sufficient. Many of the state’s
processors operated in other states and many of the
state’s producers sold their products in national and
international markets. Despite these challenges, the
task force recommended that:

1. Mandatory arbitration or mediation clauses
should be required in agricultural contracts.

2. Statutory provisions should require the pay-
ment of court costs, attorneys’ fees, and double
or treble damages to a prevailing party.

3. Parent companies should be made responsible
for the unfulfilled contracts of their subsidiar-
ies.

4. Statutory provisions should allow a producer,
who has made a large capital investment in
buildings and equipment as part of a contract
with a processor, to recapture the investment
when a contractor terminates or cancels the
contract.

5. Contracts should be written in plain language.

6. A covenant or promise of good faith and fair
dealing should be part of every agricultural
contract.

7. The Minnesota Department of Agriculture
should provide an agricultural contracts om-
budsman to disseminate information, investi-
gate complaints, and provide or facilitate dispute
resolution.

Testimony and Committee Considerations

Testimony indicated that agribusiness is shifting
from a predominantly family farm status to one that
relies heavily on vertical integration. This shift
affects the status of family farmers and their working
conditions. The poultry industry is vertically inte-
grated and maintains extreme control of its opera-
tions. The same movementis seenin the hogindustry
and in the cattle industry. As this movement contin-
ues, farmers will find themselves increasingly in-



volved in agricultural production contracts. Because
the parties can often include a small independent
farmer and a large agricultural corporation, issues
arise regarding the parties’ bargaining positions and
any inherent unfairnesses that might exist because
of those positions.

With respect to the potato industry, perceived
unfairnesses exist as a result of market forces. In the
case of chipping potatoes, there is usually a require-
ment that the potatoes must chip to the company’s
satisfaction. When chipping potatoes are plentiful,
standards are likely to be much more stringent than
when the supply is scarce. Notwithstanding these
claims, the committee was informed that in order for
a company to survive, it must maintain good rela-
tions with the producers of the needed commodities.
Thus, the companies opposed governmental inter-
vention in the contracting process.

Testimony indicated that most farmers under-
stand their contracts and they can choose whether to
sign the contracts. Rather than implementing legis-
lative requirements regarding contracts, it was sug-
gested that the parties to a contract be provided with
access to a third-party review system.

The committee considered a bill draft that would
have provided that any party to an agricultural
commodities contract could require all other parties
to the contract to participate in mediation through
the Agricultural Mediation Service. The bill draft
would also have provided that if a contractor is a
subsidiary of a parent entity, the parent entity is
liable to a producer for the amount of any unpaid
claim resulting from the contractor’s failure to pay or
perform according to the terms of the contract.

Proponents testified that mediation should be an
option available to any party to a contract and that
the mediation should occur within a defined format,
such as the rules set forth by the Credit Review
Board. They also testified that imposing liability on
a parent company for unpaid claims against a subsid-
iary addresses the cause of numerous bankruptcy
actions and further stated that the Legislative As-
sembly should not wait for problems to become over-
whelming before taking legislative action.

Recommendation

The committee recommends House Bill No. 1025
to provide that any party to an agricultural commod-
ity production contract may require all other parties
to the contract to participate in mediation through
the Agricultural Mediation Service, under rules of
the Credit Review Board. The bill also imposes
liability on a parent entity for the amount of any
unpaid claim of a producer resulting from a
subsidiary’s failure to pay or perform according to the
terms of the contract.

PROTEIN TESTING OF WHEAT STUDY
This study related to systems used in the testing of
wheat protein content and how the consistent protein
testing of wheat can be encouraged.

Background
Wheat is checked for protein level when it is
delivered to a local elevator and a price, based on the
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test result, is set at that time. When the wheat is
shipped to its destination port, it is again tested to
determine its protein level. Changes in moisture
content, use of different protein testing machines,
and simple variations in testing techniques often
resultin a finding of different protein levels. Because
protein levels are price determinants, producers and
elevators are subject to financial consequences of
different protein levels.

Federal Law

The United States Department of Agriculture Fed-
eral Grain Inspection Service is authorized to test
wheat for protein. Under rules adopted by the ser-
vice, all official protein analyses must be performed
in accordance with the procedures prescribed by the
service and must be performed by authorized or
licensed employees of the service at delegated or
designated agencies.

United States Department of Agriculture -
Federal Grain Inspection Service

In recent years, the Federal Grain Inspection
Service has employed infrared reflectance devices for
official protein determinations. In an effort to mea-
sure larger samples and reduce human error, the
Federal Grain Inspection Service now requires that
official tests be done using whole grain analyzers.
Whole grain analyzers produce consistent results,
require little maintenance and calibration, and train-
ing people to use them is relatively simple. Even
though the price of a whole grain analyzer is costly
($25,000) and its availability is not widespread, the
Federal Grain Inspection Service has determined
that changing to the use of the whole grain analyzer
at this time is an important long-term move that will
reduce variations in test results.

Testimony and Committee Considerations

Testimony indicated that grain testing is more of
an art than a science. If grain buyers do not use the
testing procedures outlined by the Federal Grain
Inspection Service, if sampling methods are not con-
ducted accurately, or if testing equipment is not
properly calibrated and used, sampling errors will
occur.

Elevators in North Dakota have limited shipping
options. The state cannot tell federal officials what to
do. However, it was suggested that concerted action
by a number of states may encourage federal officials
to engage in research and education efforts with
respect to grain protein grading, sampling, and in-
spection.

The committee considered a resolution draft that
would have urged the Federal Grain Inspection Ser-
vice to disseminate useful information about techno-
logical and regulatory changes affecting the grading
of wheat and would have encouraged the use of
contractual provisions that require the acceptance of
first official grades as the price and quality determi-
nants at destination ports.

The committee determined that the only way to
guarantee consistent pricing of wheat is to guarantee
the test results, regardless of whether the tests are



conducted at the country elevators, the destination
ports, or both. The committee realized that issues
related to test variances have national and even
international implications and that discussions re-
garding the testing procedures need to involve the
appropriate federal agencies and divisions.
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Recommendation
The committee recommends House Concurrent
Resolution No. 3001 to urge the Federal Grain In-
spection Service to disseminate useful information
about technological and regulatory changes affecting
the grading of wheat and to encourage the use of first
official grades at destination ports.



BUDGET SECTION

The Legislative Council’s Budget Section is re-
ferred to in numerous statutes contained in the
North Dakota Century Code or the Session Laws of
North Dakota. Although there are statutory refer-
ences to the Budget Section, it is not created by
statute. The Budget Section is an interim committee
appointed by the Legislative Council. By tradition
the membership of the Budget Section consists of the
members of the Senate and House Appropriations
Committees, the majority and minority leaders and
their assistants, the Speaker of the House, and the
Lieutenant Governor (who is designated a member of
the Budget Section by statute).

Budget Section members were Senators Harvey D.
Tallackson (Chairman), Judy L. DeMers, William G.
Goetz, Ray Holmberg, Tish Kelly, Elroy N. Lindaas,
Evan E. Lips, Tim Mathern, Corliss Mushik, Pete
Naaden, Gary J. Nelson, David E. Nething, Rolland
W. Redlin, Larry J. Robinson, Russell T. Thane, Dan
Wogsland, James C. Yockim; Representatives Rocky
Bateman, Rick Berg, Rex R. Byerly, Ron Carlisle,
Rick Clayburgh, Jack Dalrymple, Loren DeWitz,
Tom D. Freier, Gereld F. Gerntholz, Steve Gorman,
Roy Hausauer, John M. Howard, Robert Huether,
Lee Kaldor, Joe Kroeber, Richard Kunkel, Bruce
Laughlin, Bob Martinson, Ronald Nichols, Bill Oban,
Doug Payne, Barbara Pyle, Rod St. Aubyn, Francis J.
Wald, Janet Wentz, Gerry L. Wilkie; and Lt. Gover-
nor Rosemarie Myrdal.

The Budget Section submitted this report to the
Legislative Council at the biennial meeting of the
Council in November 1994. The Council accepted the
report for submission to the 54th Legislative Assem-
bly.

One of the responsibilities of the Budget Section is
to review the executive budget presented to the
Legislative Assembly during the 1994 organizational
session. In addition, the following duties, assigned to
the Budget Section by statute, resolution, or Legis-
lative Council directive, were acted on by the Budget
Section during the 1993-95 biennium:

1. North Dakota Century Code (NDCC) Section
15-10-12.1 requires the Budget Section to re-
view and act upon Board of Higher Education
requests for authority to construct buildings or
campus improvements on land under the board’s
control when the construction is financed by
donations, gifts, grants, and bequests, and to
act upon requests from the board for authority
to sell any property or buildings that an institu-
tion of higher education has received by gift or
bequest.

2. North Dakota Century Code Section 15-10-18
requires institutions of higher education to
charge nonresident students tuitionin amounts
to be determined by the Board of Higher Educa-
tion with the approval of the Budget Section.

3. North Dakota Century Code Section 54-14-01.1
requires the Budget Section to review periodi-
cally the actions of the Office of the Budget (a
division of the Office of Management and Bud-
get) regarding the following budget office statu-
tory duties: (1)itemized statement requirements

10.

11.
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for claims against the state; (2) departmental
payroll procedures; (3) use of electronic funds
transfer systems for payment of departmental
payrolls; (4)rules on standardized voucher forms
and disapproval of claims; and (5) state em-
ployee compensation withholding.

The 1973 Legislative Assembly assigned the
duties of the auditing board to the Executive
Budget Office. North Dakota Century Code
Section 54-14-03.1 requires the Executive Bud-
get Office to submit a written report to the
Budget Section documenting irregularities dis-
covered during the preaudit of claims and areas
in which more uniform and improved fiscal
practices are desirable. The definition of ir-
regularities includes payments of bonuses, cash
incentive awards, and temporary salary adjust-
ments to state employees.

North Dakota Century Code Section 54-35.2-
02.1(3) requires the Advisory Commission on
Intergovernmental Relations to report annu-
ally to the Budget Section on planning grants
distributed to counties and cities.

North Dakota Century Code Section 54-44.1-07
provides that the Legislative Council is to pre-
scribe the form that budget data, prepared by
the director of the budget, is presented to the
Legislative Assembly. The Legislative Council
assigned this responsibility to the Budget Sec-
tion.

North Dakota Century Code Section 57-01-11.1
requires that, upon Budget Section request, the
Tax Commissioner submit reports to the Bud-
get Section on the progress made in collecting
additional tax revenues under the enhanced
audit program and on settlements of tax assess-
ments.

. House Bill No. 1575 (1991 Session Laws Chap-

ter 404) requires any North Dakota ethanol
plant receiving production incentives from the
state to file with the Budget Section a statement
certified by a certified public accountant indi-
cating whether the plant produced a profit in
the preceding fiscal year after deducting pay-
ments received under the incentive program.

. House Bill No. 1001 (1993 Session Laws Chap-

ter 1) authorizes the Insurance Commissioner,
subject to Budget Section approval, to distrib-
ute income deposited in the insurance tax dis-
tribution fund to fire departments during the
1993-95 biennium.

House Bill No. 1001 (1993 Session Laws Chap-
ter 1) requires the Attorney General to report to
the Budget Section any deficiency appropria-
tion to be introduced to the 1995 Legislative
Assembly to reimburse the state bonding fund
for the purpose of providing defense services to
eligible state employees.

House Bill No. 1002 (1993 Session Laws Chap-
ter 2) authorizes the director of the Department
of Human Services, subject to Budget Section
approval, totransfer appropriation authority to
correlate fiscal and staff resources with the flow



12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22,

of clients between community-based programs
and institutions.

House Bill No. 1005 (1993 Session Laws Chap-
ter 5) authorizes the director of the Office of
Management and Budget, subject to Budget
Section approval, to transfer appropriation au-
thority among the various divisions of the de-
partment.

House Bill No. 1007 (1993 Session Laws Chap-
ter 7) requires the Adjutant General to report to
the Budget Section on funds received and spent
for the Veterans Cemetery.

House Bill No. 1012 (1993 Session Laws Chap-
ter 12) provides a contingent appropriation of
up to $1 million of special funds to the Game and
Fish Department, subject to Budget Section
approval, for the operations of the Game and
Fish Department during the 1993-95 biennium.
House Bill No. 1018 (1993 Session Laws Chap-
ter 18) requires the Office of Management and
Budget to report to the Budget Section after
August 1, 1994, on amounts provided by state
agencies and institutions for salary increases
during the second year of the biennium.
House Bill No. 1028 (1993 Session Laws Chap-
ter 529) requires the Information Services Divi-
sion to report to the Budget Section regarding
the implementation of the telephone access line
and radio communications access surcharges,
expenditures for specialized telecommunica-
tions equipment, and the status of the appro-
priation from the telecommunications services
account for the communications impaired.
House Bill No. 1518 (1993 Session Laws Chap-
ter 493) requires the Tax Commissioner, the
executive director of Job Service North Dakota,
and the director of the Department of Economic
Development and Finance to report to the Bud-
get Section on the new jobs training program.
Senate Bill No. 2005 (1993 Session Laws Chap-
ter 26) requires the Land Reclamation Research
Center to report to the Budget Section in Octo-
ber 1994 regarding additional reclamation re-
search needed to reduce regulatory costs and on
appropriations needed for the 1995-97 bien-
nium.

Senate Bill No. 2014 (1993 Session Laws Chap-
ter 35) requires the Department of Transporta-
tion to report to each meeting of the Budget
Section on the department’s progress in match-
ing federal highway construction funds and on
the department’s plan to complete a four-lane
highway system throughout the state.

Senate Bill No. 2017 (1993 Session Laws Chap-
ter 38) requires the Industrial Commission to
report to the Budget Section on changes in the
Housing Finance Agency.

Senate Concurrent Resolution No. 4027 requires
the study of methods to improve the develop-
ment of biennial revenue estimates.

Pursuant to a Legislative Council directive, the
Budget Section is to receive a report from the
Department of Health and Consolidated Labora-
tories regarding the cost and feasibility of estab-
lishing a state repository for medical documents.
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The Budget Section did not receive requests or
reports:

1.

10.

11.

12.

13.

14.

15.

16.

17.

From the State Forester for approval to spend
moneys in the State Forester reserve account
for expenses relating to nursery seedling losses
or other unanticipated events requiring addi-
tional funding.

. From the Game and Fish Department for ap-

proval ofa comprehensive statewide land acqui-
sition plan or land acquisitions of more than 10
acres or exceeding $10,000.

From the Department of Human Services for
approval to terminate the food stamp program
or energy assistance program as a result of a
decrease in the rate of federal financial partici-
pation.

. From the Emergency Commission for approval

of transfers from the state contingency fund in
excess of $500,000.

From state agencies or institutions for money
from the capital improvements preliminary plan-
ning revolving fund.

. To approve cash flow financing to offset pro-

jected state financial deficits.

. To approve a transfer of funds from the budget

stabilization fund to the general fund due to a
decrease in general fund revenues.

From the director of the budget to reduce state
agency and institution budgets by a percentage
sufficient to cover estimated losses caused by
initiative or referendum action.

. From the University of North Dakota to expend

funds available for the expansion of the Oxford
House.

From the Board of Higher Education for ap-
proval to enter into a lease purchase agreement
with the Seed Department to acquire title to
Hastings Hall on the North Dakota State Uni-
versity campus.

From the Department of Human Services for
approval to fund human service center pro-
grams in a different manner than prioritized as
of April 24, 1993.1

From the Department of Human Services for
approval to begin alternative programs at the
State Hospital.

From the Department of Human Services to
report anticipated general fund deficiencies due
to reductions in State Hospital income or Med-
icaid grant funding or for approval to continue
spending at a level that would require a defi-
ciency appropriation from the 1995 Legislative
Assembly.

From state agencies for approval to transfer
appropriation authority between the grantsline
item and the grants to state agencies line item.
From the Developmental Center at Grafton for
approval to provide services under contract with
a governmental or nongovernmental person.
From the Workers Compensation Bureau for
approval to establish a casualty insurance orga-
nization to provide extraterritorial workers’
compensation insurance.

From the Board of Higher Education for ap-
proval to convey property to Ramsey County.



18. From the director of the Department of Trans-
portation for approval to transfer appropriation
authority among the various divisions of the
department.

19. To approve a transfer of appropriation author-
ity from the Legislative Council to the Children’s
Services Coordinating Committee.

20. From the Department of Corrections and Reha-
bilitation to approve a transfer of appropriation
authority among the various divisions of the
department.

21. From the Department of Human Services for
approval to spend money available in the trau-
matic brain injury fund.

! Section 4 of House Bill No. 1002, as passed by
the Legislative Assembly and vetoed by the
Governor, authorized the director of the De-
partment of Human Services, subject to Bud-
get Section approval, to transfer appropriation
authority among the various divisions of the
department and authorized the Department
of Human Services, subject to Budget Section
approval, to fund human service center pro-
grams in a different manner than prioritized

Original
Legislative

Revenue Type Forecast
Sales tax $281,175,050
Motor vehicle excise tax 37,990,000
Individual income tax 152,164,000
Corporate income tax 52,815,000
Oil tax 44,373,034
Coal tax 27,873,000
Other 142,481,431
Total $738,871,515

The July 1, 1993, general fund balance was origi-
nally estimated by the 1993 Legislative Assembly to
be $12,766,325. However, the actual July 1, 1993,
general fund balance was $19,763,191, after transfer-
ring $8,660,000 to the regional rural development
revolving loan fund, pursuant to 1991 House Bill No.
1046. Based on WEFA’s July 1994 revised revenue
estimate and actual revenue collections through Sep-
tember 1994, the June 30, 1995, general fund balance
is estimated to be $48,075,926. Due to an unantici-
pated increase in revenues, the revised estimate is
$39,152,028 greater than the $8,923,898 originally
estimated for the June 30, 1995, general fund balance.

HIGHER EDUCATION

Higher Education Buildings
The Budget Section, pursuant to NDCC Section
15-10-12.1, approved the use of North Dakota State
University lands for the construction of the Ellig
Recreational Complex in Fargo at an estimated cost

as of April 24, 1993. An Attorney General’s
opinion dated May 25, 1993, stated that the
portion of the veto relating to the department
needing Budget Section approval to spend the
fundsin a different manner than prioritized by
the Legislative Assembly was void. Therefore,
that portion of the section remains in effect.
The Budget Section was not required to hold public
block grant hearings since the state did not receive,
in addition to the moneys appropriated by the Legis-
lative Assembly for the 1993-95 biennium, federal
block grant moneys under the Omnibus Budget Rec-
onciliation Act of 1981.

STATUS OF THE STATE GENERAL FUND

At each Budget Section meeting a representative
of the Office of Management and Budget reviewed
the status of the state general fund and revenue
collections for the biennium to date.

Actual revenue collections through September 1994
were $36.8 million more than the original legislative
estimate. A comparison of actual collections through
September 1994 to the original legislative forecast is
as follows:

Percentage
Actual (Variance/
Collections Original
Through Legislative
September 1994 Variance Forecast)
$286,710,709 $ 5,535,659 2
49,579,236 11,589,236 30.5
168,600,252 16,436,252 10.8
64,682,486 11,867,486 22.5
33,149,248 (11,223,786) (25.3)
29,341,268 1,468,268 5.3
143,623,439 1,142,008 1
$775,686,638 $ 36,815,123 5

of $770,000 to be funded through private and other
funds. The Budget Section also approved North
Dakota State University’s request to construct an
aquaculture facility at the Carrington Research Cen-
ter at an estimated cost of $411,000 for construction
and operation for two years and to construct a tech-
nology transfer center at the Williston Research
Center at an estimated cost of $500,000. Both projects
will be funded through private, federal, and other
funds. The Budget Section also approved the use of
University of North Dakota lands for the construc-
tion of a rural technology center in Grand Forks and
the expenditure of $3.5 million of federal funds for
construction of the center.

Although the transfer did not require Budget Sec-
tion approval, the Budget Section heard a report on
the potential transfer of United States Air Force
property to Dickinson State University. The prop-
erty consists of four acres of land and two buildings,
a 10,000-square-foot facility serving as the BX/com-
missary, and a 24-unit housing complex consisting of
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18 two-bedroom and six 1-bedroom apartments. The
commissary building will require remodeling at an
estimated cost of $55,000. Upon conveyance of the
property, Dickinson State University plans to utilize
general fund appropriations to pay the $55,000 re-
modeling costs and annual operating costs of $40,000.

Tuition Rates

In accordance with NDCC Section 15-10-18, the
Budget Section approved the nonresident tuition
rates proposed by the Board of Higher Education for
the 1993-94 academic year.

In accordance with a reciprocity agreement with
Minnesota, tuition rates for Minnesota students are
125 percent of the North Dakota resident tuition
rates. Students from South Dakota, Montana,
Saskatchewan, and Manitoba pay 150 percent of the

North Dakota resident tuition rates at North Dakota
State University and the University of North Da-
kota. At North Dakota’s four-year regional universi-
ties and two-year institutions, students from
contiguous states and provinces, other than Minne-
sota, pay the same rate as students from Minnesota.
Nonresident students not from Minnesota or another
contiguous state or province pay 267 percent of the
North Dakota resident tuition rate.

Because of the reciprocity agreement with Minne-
sota, the Budget Section does not approve nonresi-
dent tuition rates for Minnesota students. The
nonresident tuition rates, as approved by the Budget
Section, for the 1993-94 academic year, along with
the previously approved rates for the 1992-93 aca-
demic year, and the related increases, are as follows:

1992-93 1993-94 1993-94 Percentage
Actual Rates Approved Rates Increase Increase
iversi f North Dak n
North Dak e University;
Undergraduate:
Resident $ 1,860 $ 1,986 $ 126 6.8
Nonresident* 4,968 5,300 332 6.7
Minnesota 2,328 2,482 154 6.6
Contiguous state/province* 2,790 2,978 188 6.7
Graduate:
Resident $ 2,070 $ 2,196 $ 126 6.1
Nonresident* 5,544 5,862 318 5.7
Minnesota 2,592 2,744 152 59
Contiguous state/province* 3,120 3,294 174 5.6
Other:
Law (Resident) $ 2,280 $ 2,406 $ 126 5.5
Law (Minnesota) 2,850 3,006 156 5.5
Law (Nonresident)* 6,072 6,422 350 5.8
Resident Medical School 8,160 8,310 150 1.8
Nonresident Medical School* 21,804 22,188 384 1.8
Minnesota Medical School 10,206 10,388 182 1.8
Physical therapy - New students 1,860 3,400 1,540 82.8
Physical therapy - Continuing students 1,860 2,300 440 23.7
Minot State University:
Undergraduate:
Resident, $ 1,530 $ 1,656 $ 126 8.2
Nonresident* 4,080 4,420 340 8.3
Minnesota 1,908 2,070 162 8.5
Contiguous state/province* 1,908 2,070 162 8.5
Graduate:
Resident $2,076 $ 2,202 $ 126 6.1
Nonresident* 5,544 5,878 334 6.0
Minnesota 2,592 2,752 160 6.2
Contiguous state/province* 2,592 2,752 160 6.2
Dickinson State University,
Valley City State University;
Undergraduate:
Resident $ 1,530 $ 1,606 $ 76 5.0
Nonresident* 4,080 4,286 206 5.0
Minnesota 1,908 2,006 98 5.1
Contiguous state/province* 1,908 2,006 98 5.1
Two-vear col :
Undergraduate:
Resident $ 1,452 $ 1,502 $ 50 3.4
Nonresident* 3,876 4,010 134 3.5
Minnesota 1,812 1,878 66 3.6
Contiguous state/province* 1,812 1,878 66 3.6

* Required Budget Section approval
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ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS
Pursuant to NDCC Section 54-35.2-02.1(3), the
Budget Section heard a report from the Advisory
Commission on Intergovernmental Relations on plan-
ning grants distributed to counties and cities during
the 1993-95 biennium. For additional information,
please refer to the Advisory Commission on Intergov-
ernmental Relations report regarding its activities.

OFFICE OF MANAGEMENT AND BUDGET

Pursuant to NDCC Section 54-14-01.1, the Budget
Section received a report from the Office of Manage-
ment and Budget regarding the following budget
office statutory duties:

1. The requirement for itemized statements be-

fore payment of claims against the state;

2. Departmental payroll procedures;

3. Use of electronic funds transfer systems for
payment of departmental payrolls;

4. Standardized voucher forms and disapproval of
claims; and

5. Withholding from state employee compensa-
tion.

Pursuant to NDCC Section 54-14-03.1, the Budget
Section received a report from the Office of Manage-
ment and Budget on irregularities discovered during
the preaudit of claims and areas in which more
uniform and improved fiscal practices are desirable.
The report indicated that the Office of Management
and Budget reviewed temporary salary adjustments
and found agency errors as the cause for several one-
time adjustments. It also indicated that the Office of
Management and Budget has requested an audit
from the State Auditor to review the revenues and
appropriation for the Veterans Home due to an
overexpenditure in the salaries and wages line item.

North Dakota Century Code Section 54-44.1-07
provides that the Legislative Council is to prescribe
the form in which budget data is presented to the
Legislative Assembly. The Legislative Council has
assigned this responsibility to the Budget Section.
Pursuant to Legislative Council directive, the Bud-
get Section approved the Office of Management and
Budget’s request to change the 1995-97 budget docu-
ments as follows:

1. To consolidate the Information Services Divi-
sion line item into the operating expense line
item.

2. To use three-ring binders for the multivolume
budget publication that is provided to each
Appropriations Committee and to make fewer
than 20 copies of this multivolume budget pub-
lication.

The Budget Section did not approve the Office of
Management and Budget’s request to eliminate the
funding source by line item in the budget request
documents.

Pursuant to NDCC Section 54-44.1-07, the Budget
Section requested the Office of Management and
Budget to ask all state agencies and institutions to
include, to the extent possible, service efforts and
accomplishmentsin the 1995-97 budget request forms
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and to use this information to support the executive
budget when it is presented to the 1995 Legislative
Assembly. The Office of Management and Budget
developed a program-based performance budgeting
pilot project to incorporate service efforts and accom-
plishments in the budget process.

The Budget Section received several reports from
the Office of Management and Budget on the pro-
posed form of appropriations bills for pilet project
agencies. The Budget Section approved the Office of
Management and Budget’s development of program-
based performance budgets for pilot project agencies,
but did not approve the Office of Management and
Budget’s proposal to consolidate the Department of
Human Services appropriations bill from 10 subdivi-
sions to four. The Budget Section requested that the
Department of Human Services budget be presented
tothe 1995 Legislative Assembly in the same form as
was presented to the 1993 Legislative Assembly.

Pursuant to NDCC Section 54-44.1-07, the Budget
Section supported the Office of Management and
Budget’s proposal to prepare the appropriation bills
for elected officials in 11 separate bills rather than
one consolidated bill in order to improve the effi-
ciency of the appropriations process for elected offi-
cials.

Pursuant to 1993 House Bill No. 1005, Section 2,
the Budget Section approved the Office of Manage-
ment and Budget’s request to transfer appropriation
authority of $5,596 from the Office of Management
and Budget - Central Operations, Information Ser-
vices Division line item, to the Office of Management
and Budget - Facility Management, Information Ser-
vices Division line item.

Pursuant to 1993 House Bill No. 1018, Section 3,
the Budget Section received a report from the Office
of Management and Budget on state agency and
institution salary increases given during the second
year of the 1993-95 biennium. Only five state agen-
cies did not give a salary increase of at least three
percent, effective July 1, 1994. All but 19 agencies
funded the raise through money appropriated in the
salaries and wages line item.

ENHANCED AUDIT PROGRAM

Pursuant to NDCC Section 57-01-11.1, the Budget
Section received a report from the Tax Commissioner
on the progress made in collecting additional tax
revenues under the enhanced audit program and on
settlements of tax assessments.

The enhanced audit program was established in
1983 and allowed the Tax Department to hire addi-
tional auditors to more effectively collect taxes. For
the period July 1, 1993, to March 30, 1994, the Tax
Department received $22.65 million in audit-related
collections, $8.7 million of which were related to the
enhanced audit program. The Tax Department re-
ported that since the inception of the enhanced audit
program on July 1, 1983, the Tax Department has
collected nearly $204 million as a result of audit
activity, $73.4 million of which is attributable to the
enhanced audit program.



DEPARTMENT OF HUMAN SERVICES

Appropriation Transfers
Pursuant to 1991 Senate Bill No. 2002, Section 5,
the Budget Section approved transfers of 1991-93

Department-
wide and
Funding Managerial Economic Medical
Source Support Assistance Assistance
General fund  $ 1,492,743 $ 1,349,115 $ 2,350,885
Other funds (1,492,743) (8,302,630) 4,602,630
Total $§ 0 $(6,953,515) $ 6,953,515

Also, in accordance with Section 5 of 1991 Senate
Bill No. 2002, the Budget Section granted the De-
partment of Human Services request to make addi-
tional transfers of appropriation authority between
the various subdivisions of the Department of Hu-
man Services, as needed to complete the 1991-93
biennium. Pursuant to this approval, the Depart-
ment of Human Services transferred general fund
moneys of $664,811 from the State Hospital to the
Developmental Center.

Pursuant to 1993 House Bill No. 1002, Section 6,
the Budget Section approved the Department of
Human Services request to transfer four full-time
equivalent (FTE) authorized positions from the De-
velopmental Center to regional human service cen-
ters as a result of the transfer of developmentally
disabled clients from the Developmental Center to
the regional human service centers.

The Budget Section received reports from the
Department of Human Services on the status of the
budget for long-term care and the expenditure of
targeted savings amounts generated through reduc-
tions within the department. An additional $11.9
million was required to fund long-term care costs
during the 1993-95 biennium. Approximately $2
million was available through savings in Medicaid
costs and $300,000 through savings in other eco-
nomic assistance programs, due to a decreased num-
ber of economic assistance cases. The balance was
made available through targeted savings reductions
within the department.

The Department of Human Services also presented
a report on wait times and authorized and filled FTE
positions at human service centers. October 1993
wait times were compared to October 1992 and were
either improved or unchanged for all eight regions of
the state. For the eight regional human service
centers, the total number of authorized FTE posi-
tions for July 1993 was 799.65. As of July 1992, the
number of authorized FTE positions was 764.9. The
total number of filled FTE positions for July 1993 was
699.38, compared to 667.73 for July 1992.

The Budget Section also received reports from the
Department of Human Services on the new organiza-
tional chart for the department, a new program for
accountability and cost efficiency implemented within
the department, and an operation/productivity analy-
sis of the State Hospital conducted by the depart-
ment.

biennium appropriation authority among the vari-
ous divisions of the Department of Human Services.
The cumulative effect of the transfers during this
interim is summarized as follows:

Field
Services
and State
Vocational Program Human Develop-
Rehabili- Develop- Service State mental
tation ment Centers  Hospital Center
$ 6,240 $(353,572) $(5,116,607) $ (928,804)  $ 1,200,000
(15,808) (96,861) 5,305,412 1,200,000 (1,200,000)
$ (9,568) $(450,433) $ 188,805 $ 271,196 $ 0
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NORTH DAKOTA NATIONAL GUARD

Pursuant to 1993 House Bill No. 1007, a represen-
tative from the North Dakota National Guard pre-
sented a report to the Budget Section on funds received
and spent for the Veterans Cemetery. The report
indicated that over 200 veterans are buried at the
cemetery and contributions from private and corpo-
rate sources have totaled $269,000 through March
1994,

GAME AND FISH DEPARTMENT

House Bill No. 1012 (1993) provided a contingent
appropriation of up to $1 million of special funds to
the Game and Fish Department, subject to Budget
Section approval, for the operations of the Game and
Fish Department during the 1993-95 biennium. The
July 1, 1993, balance in the game and fish operating
fund was sufficient to allow for Budget Section ap-
proval of the entire contingent appropriation. The
department indicated that the $1 million would be
used in the following manner:

Salaries and wages $ 170,000
Information services 50,000
Operating expenses 290,000
Equipment 280,000
Capital improvements 120,000
Grants __ 90,000
Total $1,000,000

INFORMATION SERVICES DIVISION

Pursuant to 1993 House Bill No. 1028, the Budget
Section received a report from the Information Ser-
vices Division regarding the implementation of the
telephone access line and radio communications ac-
cess surcharges, expenditures for specialized tele-
communications equipment, and the status of the
appropriation from the telecommunications services
account for the communications impaired. The re-
port indicated that for the first operating year of the
relay service, the access surcharge was based on
eight cents per telephone access line and radio com-
munications service number. This resulted in a
$75,000 surplus. Consequently, the Public Service
Commission set the surcharge at four cents per
telephone access line and radio communications ser-
vice number for the second operating year of the relay
service. The program has averaged 2,800 calls and
14,000 minutes of billable service each month.



NEW JOBS TRAINING PROGRAM

Pursuant to 1993 House Bill No. 1518, the Budget
Section received reports from the Tax Commissioner,
the executive director of Job Service North Dakota,
and the director of the Department of Economic
Development and Finance on the new jobs training
program, which assists community economic devel-
opment by providing incentives to businesses to lo-
cate and expand within the state through
government-assisted new jobs training. The Job
Service North Dakota report indicated that as of
June 15, 1994, five preliminary agreements had been
signed with employers interested in using the new
jobs training program, but the following concerns
regarding utilization of the program had been ex-
pressed:

1. The requirement to increase the base employ-
ment level by 10 percent or two employees,
whicheveris greater, creates problems for larger
firms expanding employment.

2. The requirement that every employee partici-
pating in the new jobs training program be paid
an income at least equal to 120 percent of the
federal poverty level for a family of four creates
problems.

3. North Dakota’s open records law concerns some
employers considering using the new jobs train-
ing program.

The report received from the Tax Commissioner
indicated that questions regarding the definition of a
“new job” have delayed implementation of the new
jobs credit.

DEPARTMENT OF TRANSPORTATION

At each meeting of the Budget Section, reports
were received from the Department of Transporta-
tion on the department’s progress on matching fed-
eral highway construction funds and on the
department’s plan to complete a four-lane highway
system throughout the state. During 1992 and 1993,
the department borrowed from the federal govern-
ment a total of $7.5 million, that needed to be repaid
by March 30, 1994. A five percent contractor tax was
enacted by the Legislative Assembly to provide funds
to pay back this loan. The federal Office of Manage-
ment and Budget proposed a rule that came into
effect January 1, 1994, which would not have allowed
the proceeds of the five percent contractor tax to be
used to match federal funds. As a result, the Budget
Section urged the Legislative Council chairman to
communicate with the federal Office of Management
and Budget to convey the Budget Section’s support of
the North Dakota Department of Transportation’s
efforts to maintain the contractor tax in effect until
all amounts borrowed prior to March 30, 1994, are
repaid. The Department of Transportation repaid
money borrowed from the federal Highway Adminis-
tration through a $7.5 million loan from the Bank of
North Dakota. The loan from the Bank of North
Dakota will be repaid through the collection of the
five percent contractor tax. As projected, the contrac-
tor tax will raise approximately $2.7 million during
the 1994 construction season.

Due to the harsh winter of 1993-94, overtime
expenditures for the Department of Transportation
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exceeded budgeted amounts by approximately
$400,000. The department reduced expenditures in
other areas to compensate for this unanticipated
increase. The 1993 Legislative Assembly approved
House Bill No. 1399 that provides a contingent motor
vehicle fuel tax increase of up to three cents per
gallon based on the amount of annual federal high-
way matching funds available to North Dakota in
excess of $84 million during the 1993-95 biennium as
follows:

Federal Highway Matching Motor Vehicle Fuel
Funds Tax Rate (Per Gallon)
$0 - $90,000,000 17¢
$90,000,001 - $103,500,000 18¢
$103,500,001 - $117,000,000 19¢
$117,000,001 or more 20¢

The motor vehicle fuel tax was increased by one
cent, from 17 cents to 18 cents per gallon beginning
December 1, 1993, as a result of federal fiscal year
1994 highway construction funds allocated to North
Dakota totaling $99.4 million. The department re-
ported that the additional one-cent motor vehicle fuel
tax allowed the Department of Transportation to
receive all available federal funds for the 1993-95
biennium. For fiscal year 1995, the Department of
Transportation expects to receive $99 million in fed-
eral surface transportation funds, approximately
$400,000 less than the amount received in 1994.

Due to a lack of funds, the Department of Trans-
portation was not able to undertake any four-lane
highway construction projects during the 1993-95
biennium. The department has held discussions
with the city of Ray regarding the location of the
proposed four-lane highway and has continued in the
planning and design process for the expansion of
Highway 2 from two lanes to four lanes. The expan-
sion of Highway 2 from two lanes to four lanes is
completed 15 miles northwest of Minot and 14 miles
northeast of Williston. The section of road which is
still two lanes is 99.6 miles in length.

REVENUE ESTIMATING STUDY

Background

Senate Concurrent Resolution No. 4027 directed a
study to determine methods to improve the develop-
ment of biennial revenue estimates, to review re-
cently implemented practices in other states, and to
consider a process for legislative review of estimates
during the legislative session. The process currently
used to develop North Dakota’s revenue estimate is
as follows:

1. The Tax Department provides current statisti-
cal data to WEFA on taxable sales and pur-
chases for the various North Dakota economic
sectors, adjusted gross incomes, oil prices and
production, and other relevant economic data.

2. WEFA has an economic model for the North
Dakota economy. It is formulated by adjusting
WEFA’s United States economic model to fit
North Dakota’s economy. The statistical infor-
mation provided by the Tax Department and
other agencies is incorporated into WEFA’s



North Dakota model. Economic projections for
North Dakota are then calculated based on all of
the input data in the model. WEFA provides a
revenue forecast for the upcoming biennium in
February of each year, prior to the legislative
session, with updates in June, October, and
February during the legislative session.

3. The WEFA projections are forwarded to the Tax
Department and the Office of Management and
Budget. The Tax Department inputs the infor-
mation received from WEFA into the Tax De-
partment model that calculates tax collections
forthe various tax types based on North Dakota’s
tax laws.

4. The Office of Management and Budget uses
WEFA’s information and the Tax Department’s
estimates to formulate its revenue projections
for developing the executive budget.

Findings

The Legislative Council conducted a survey and
presented a report on the revenue estimating pro-
cesses used in other states. The executive branch has
the primary authority for development of a revenue
estimate in most states (nine of the 13 states sur-
veyed). Three states place the primary responsibility
with a consensus group, and one state shares the
responsibility between the legislative and executive
branches. Seven of the 13 states do not require a
separate legislative revenue estimate. All states
surveyed use outside consultants in some capacity.
Five states make use of a revenue oversight commit-
tee. Ten states track revenue collections on a monthly
basis, and three of the surveyed states track revenue
collections on a daily basis.

The Budget Section also received staff reports on
the rainy day funds in the states of Oklahoma, Mis-
sissippi, and North Dakota, and other states’ use of
their university system in the revenue estimating
process.

The Legislative Council staff also presented infor-
mation on the revenue estimating processes in North
Dakota, Montana, South Dakota, and Mississippi. In
North Dakota, the House and Senate Appropriations
Committees hold a joint hearing during the legisla-
tive session on the revisions to the revenue forecast.
The individual Appropriations Committees then vote
on the revised revenue forecast and once both com-
mittees have adopted the same forecast, the Legisla-
tive Council staff uses the revised forecast in the
budget status system. The state of Montana has an
interim Revenue Oversight Committee comprised of
12 legislators which reviews an executive revenue
forecast and alegislative revenue forecast and chooses
one of the two forecasts to be introduced in the form of
a resolution. The resolution is heard before both the
House and Senate Taxation Committees and is voted
on by the full House and Senate. The state of South
Dakota has a Joint Appropriations Committee that
hears the revenue forecast and has historically held
the appropriations hearings. The Joint Appropria-
tions Committee adopts the revenue forecast and no
formal action is taken by the full Senate or House.
The state of Mississippi utilizes consensus forecast-
ing and has a Joint Legislative Budget Committee
comprised of five House members and five Senate
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members which receives and approves the revenue
forecast and prepares the budget recommendation.

The Budget Section also received comments on the
revenue estimating study from the State Tax Com-
missioner and the director of the Office of Manage-
ment and Budget, who both support the use of
consensus revenue forecasting in North Dakota but
do not believe the use of a consensus group or panel
of economic advisors would necessarily lead to a more
accurate revenue forecast.

Recommendation

The Budget Section recommends that the chair-
men of the House and Senate Appropriations Com-
mittees, with the assistance of the Legislative Council
staff, arrange for joint Senate and House Appropria-
tions Committee hearings to be held during the
legislative session to obtain information to assist the
Legislative Assembly in determining whether ad-
justments are necessary to the executive budget
revenue projections. The Budget Section also recom-
mends that these meetings include members of the
Finance and Taxation Committees. Input is antici-
pated from representatives from the agriculture,
energy, manufacturing, and construction industries.

MEDICAL RECORDS REPOSITORY

Senate Concurrent Resolution No. 4013 called for
a study of the feasibility of establishing a state
repository for medical documents and the Legislative
Council passed a motion requesting the Department
of Health and Consolidated Laboratories to study the
feasibility of such a repository and report its findings
to the Budget Section. Two methods of managing a
central document repository were examined by the
Department of Health and Consolidated Laborato-
ries. The first was a traditional document handling
system that would require storing copies of all docu-
ments and maintaining a microfilm record of each
document stored. The second method would use a
computer-based imaging system which would allow
documents to be scanned and stored in the computer
system and would eliminate the need to store a copy
of the actual document.

Startup expenses for the traditional document
handling system were estimated to be $7,000 to
$10,000 and annual operating expenses were esti-
mated to be $93,000 to $198,000, depending on the
level of personnel coverage. The startup expenses for
a computer-based imaging system were estimated to
be approximately $50,000 to $75,000 and annual
operating costs approximately $69,000.

The Department of Health and Consolidated Labo-
ratories reported to the Budget Section that busi-
nesses in the state were interested in pursuing the
establishment of a medical records repository on a fee
for service basis if the volume of business was large
enough to support the operating costs. The Budget
Section took no action regarding the study of the
feasibility of establishing a state repository for medi-
cal documents.

1993-95 BIENNIUM REPORT ON
COMPLIANCE WITH LEGISLATIVE INTENT
The Budget Section received a staff report entitled
1993-95 Biennium Report on Compliance with Legis-



lative Intent. The Legislative Council staff conducted
visitations with agency administrators and fiscal
personnel and discussed compliance with legislative
intent, agency changes, budget concerns, staffing
changes, and other areas regarding each agency’s
operations and appropriations.

The report included information regarding the
appropriation to the Office of Management and Bud-
get - Central Operations, which included $199,000
for state membership dues. As stated in the report,
the Office of Management and Budget paid all mem-
bership dues for the first year of the biennium, except
those due the Advisory Commission on Intergovern-
mental Relations. At the time the report was pre-
sented to the Budget Section, the Office of
Management and Budget did not plan to pay dues to
the Advisory Commission on Intergovernmental Re-
lations, although $10,000 was appropriated for that
purpose. The appropriation to the Office of Manage-
ment and Budget - Central Operations also included
$40,000 for dues payable to the Education Commis-
sion of the States. Although the dues were only
adequate to cover one year of the biennium, the
Education Commission of the States offered to allow
the state to maintain its membership for fiscal year
1995 without paying any additional dues. At the time
the report was presented to the Budget Section, the
Governor had notified other member states of North
Dakota’s intent to withdraw from the Compact for
Education. However, NDCC Chapter 15-64 requires
legislative involvement by the repeal of the compact
before North Dakota can withdraw.

The Budget Section passed a motion requesting
that the chairman of the Legislative Council send a
letter to the Governor expressing the Budget Section’s
strong objection to the actions of the Governor and
the Office of Management and Budget to discontinue
the state of North Dakota’s membership in the Advi-
sory Commission on Intergovernmental Relations
and the Education Commission of the States. At a
later meeting of the Budget Section, the Office of
Management and Budget reported that dues payable
to the Advisory Commission on Intergovernmental
Relations and the Education Commission ofthe States
were paid as appropriated and no action would be
taken by the Governor or the Office of Management
and Budget to discontinue North Dakota’s member-
ship in the Education Commission of the States.

The Budget Section also received a staff report on
executive compliance with legislative mandates. The
report provided information on possible actions to
require an executive agency to comply with legisla-
tive directives for the expenditures of appropriated
funds. North Dakota Century Code Section 54-44.1-
12 authorizes the director of the Office of Manage-
ment and Budget to control the rate of expenditures
of all departments and agencies of the executive
branch through a system of allotments or reductions.
North Dakota Century Code Section 54-44.1-13.1
gives the director of the Office of Management and
Budget authority to reduce money available to all
departments, agencies, and institutions to cover es-
timated losses caused by initiative or referendum
action. However, in most cases, there is no statutory
authority for the impoundment of appropriated funds
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or the elimination of programs mandated by statute.

Actions to require continuation of a program an
executive official refuses to continue could be final-
ized only by a decision of the North Dakota Supreme
Court. An Attorney General’s opinion does not re-
quire an official to act, and a district court opinion
could be appealed. The methods to get the issue
before the Supreme Court could either be through a
district court action or through a proceeding under
the original jurisdiction of the Supreme Court. Inthe
exercise of its original jurisdiction, the Supreme
Court may issue writs of mandamus, certiorari, or
injunction. North Dakota Century Code Section 32-
34-01 provides that a writ of mandamus may be
issued by the Supreme Court and district court to
compel the performance of an act that the law specifi-
cally enjoins as a duty resulting from an office, trust,
or station. Chapter 32-33 governs the writ of certio-
rari and provides that it is to be granted by the
Supreme Court or district court when an officer,
board, tribunal, or inferior court has exceeded its
jurisdiction and when such a writ is necessary to
prevent miscarriage of justice. North Dakota Cen-
tury Code Section 32-06-02 authorizes an injunction
to be granted in certain enumerated cases such as
when it appears that the plaintiff is entitled to the
relief demanded and such relief consists in restrain-
ing the commission or continuance of some act, the
commission or continuance of which during the liti-
gation would produce injury to the plaintiff. Crimi-
nal action could be brought against an official, under
the provisions of NDCC Section 12.1-11-06, which
provides that any public servant who knowingly
refuses to perform any duty imposed by law is guilty
of a Class A misdemeanor.

BANK OF NORTH DAKOTA

The Budget Section heard a report by a represen-
tative of the Bank of North Dakota on the possible
sale of Bank bonds and on the North Dakota real
estate trust. The reason for the proposed bond issue
was to more accurately manage the Bank’s long-term
assets and liabilities. The North Dakota real estate
trust hasincurred a $23 million loss that may have to
be recognized in the Bank’s accounting records. For
additional information on the North Dakota real
estate trust, please refer to the report of the Legisla-
tive Audit and Fiscal Review Committee.

The Budget Section requested information from
the Bank of North Dakota on the status of a loan
made to Fish N’ Dakota. The Bank’s representative
was unable to provide information due to confiden-
tiality requirements that prohibit the Bank of North
Dakota from revealing information regarding spe-
cific loans.

A representative of the Industrial Commission
presented a report on the commission’s development
of a conflict of interest policy for its members. At the
time of the presentation, the conflict of interest policy
was not completed, but the Budget Section was in-
formed that it would address the use of state-owned
property, private interests in matters before the
commission, prohibition of the use of confidential
information for personal gain, loans at the Bank of
North Dakota and Housing Finance Agency, employ-



ment issues, definitions regarding family involve-
ment, and a compilation of current laws which may
affect how an employee of the commission does his or
her job.

The Budget Section also received a report from a
representative of the Bank of North Dakota on the
PACE loan program.

EMERGENCY COMMISSION

In developing proposals for the form of appropria-
tion bills for pilot project agencies, the Office of
Management and Budget proposed adding language
to appropriation bills which would restrict Emer-
gency Commission powers to approve transfers of
appropriation authority to a percentage of the total
amount appropriated. To address questions relating
to the authority of the Emergency Commission, the
Budget Section requested a staff report on the au-
thority of the Emergency Commission to approve
transfers of appropriation authority. As statedinthe
report, many of the statutory provisions pertaining
tothe Emergency Commission were originally drafted
in 1915 and should be updated to correspond to the
current practices of the Emergency Commission.
Although current statutory provisions refer to trans-
fers between funds, actual transfers approved by the
Emergency Commission are normally between line
items within an appropriations bill.

Recommendation
The Budget Section recommends Senate Bill No.
2032 relating to the powers and duties of the Emer-
gency Commission which provides the following:

1. Statutory references to “contingency fund” are
replaced with “contingencies appropriation” to
reflect the practice of appropriating money to
the Office of Management and Budget to pro-
vide for state contingencies as a contingency
line item, not as a fund.

2. Statutory provisions referring to Emergency
Commission authority to approve transfers be-
tween funds are amended to include authority
to approve transfers of spending authority be-
tween line items, to reflect the practice of the
Emergency Commission.

3. Statutory provisions restricting meetings of the
Emergency Commission to take place only be-
tween legislative sessions are removed due to
the fact that the Emergency Commission may
be required to meet during a legislative session.

4. A new provision is added prohibiting transfers
of money or spending authority which would
eliminate or make impossible the accomplish-
ment of a program or objective funded by the
Legislative Assembly, unless the transfer has
been previously approved by the Budget Section
of the Legislative Council.

FEDERAL FUNDS
The Budget Section heard a staff report on the
status of 1993-95 federal funds available to North
Dakota state agencies and institutions and on antici-
pated federal funds available for the 1995-97 bien-
nium., Total federal funds appropriated for the
1993-95 biennium are $1.27 billion. Total federal
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funds anticipated for the 1993-95 biennium are $1.23
billion, which is $48.6 million less than appropriated.
The largest variance between federal funds appropri-
ated and anticipated for the 1993-95 biennium was a
negative variance of $78.8 million for the Depart-
ment of Transportation. The variance was attribut-
able to a difficulty in precisely estimating federal
funds for the upcoming biennium when the budget
was prepared. Additional authority was provided to
allow for the receipt of additional federal funds if they
became available.

For the 1995-97 biennium, $1.21 billion in federal
funds has been included by state agencies and insti-
tutions in budget requests. This amount does not
include additional amounts to be requested with
optional adjustments to the 1995-97 budget requests.

TOUR GROUPS

Budget Section members, along with the Budget
Committee on Government Finance, the Budget Com-
mittee on Government Services, the Budget Commit-
tee on Human Services, and the Budget Committee
on Home and Community Care, conducted budget
tours during the 1993-95 biennium.

The memorandums on visitation are available in
the Legislative Council office and will be submitted
to the Appropriations Committees during the 1995
legislative session.

The Budget Committee on Human Services, Sena-
tor Russell T. Thane, Chairman, visited the South-
east Human Service Center, Williston Research
Center, Northwest Human Service Center,and UND-
Williston.

The Budget Committee on Government Services,
Representative Clarence Martin, Chairman, con-
ducted visitations of the State Hospital, South Cen-
tral Human Service Center, North Central Human
Service Center, Harmony Center, Dickinson State
University, Badlands Human Service Center, and
Dickinson Research Extension Center.

The Budget Committee on Home and Community
Care, Senator Aaron Krauter, Chairman, conducted
visitations of the Developmental Center and the
Veterans Home.

The Budget Committee on Government Finance,
Representative Roy Hausauer, Chairman, conducted
visitations of the Missouri River Correctional Cen-
ter, Roughrider Industries, State Penitentiary, Bis-
marck State College, and State Industrial School.

The Budget Section’s eastern tour group conducted
visitations of Valley City State University, State
College of Science, North Dakota State University,
Mayville State University, School for the Blind, Uni-
versity of North Dakota, and North Dakota Mill and
Elevator.

The Budget Section’s north central tour group
conducted visitations of Camp Grafton, UND-Lake
Region, School for the Deaf, Lake Region Human
Service Center, NDSU-Bottineau, State Forest Ser-
vice, Hahn’s Bay Recreation Area, International Peace
Garden, State Fair Association, Minot State Univer-
sity, and North Central Research Center.

The Budget Section adopted the tour group re-
ports, which included the following recommenda-
tions, observations, and concerns:



1. The Budget Section’s eastern tour group re-
quested that the Budget Section support and
recommend to the Legislative Assembly the
needs-based budgets submitted by the institu-
tions of higher education.

2. The Budget Section’s eastern tour group ex-
pressed concern about the poor condition of the
infrastructure system and buildings within the
higher education system due to a lack of funding
provided for maintenance and repairs.

3. The Budget Section’s eastern tour group re-
quested that the Budget Section support the
initiatives of the North Dakota Mill and Eleva-
tor, including the conversion of part of the mill
from durum milling to spring wheat milling and
the expansion of markets for the mill’s products.

4. The Budget Section’s eastern tour group ex-
pressed concern that the School for the Blind is
not depositing its rental revenue in the general
fund as directed in the legislative intent section
contained in 1993 House Bill No. 1003.

5. The Budget Section’s north central tour group
indicated its support for the School for the
Deaf’s request to purchase computer equip-
ment, auditory trainers, and extended fire pro-
tection systems in the 1995-97 biennium.

6. The Budget Section’s north central tour group
expressed concern regarding the lack of ad-
equate reimbursement from the Bureau of In-
dian Affairs and Indian Health Service for
addiction treatment services provided for Na-
tive Americans.

7. The Budget Section’s north central tour group
expressed concern regarding the lack of funds
appropriated to agricultural research centers
for equipment purchases despite the need to
replace equipment at all agricultural research
centers in the state.

8. The Budget Committee on Human Services
expressed concern because of the negative im-
pact ofimplementing human service center fund-
ing formulas under consideration by the Budget
Committee on Government Services if a transi-
tional period is not provided.

OTHER ACTION

The Budget Section received the following reports

and memorandums by the Legislative Council staff:

1. An analysis of the 1993 Legislative Assembly
changes to the recommended appropriations in
the executive budget.

2. Statistical information on the 1993-95 bien-
nium appropriations and historical appropria-
tions statistics.

3. A comparison of appropriations for the 1993-95
biennium and appropriations for the 1991-93
biennium.

4. An analysis of one-time general fund impacts
contained in the 1993-95 legislative budget.

5. Information on measuring performance and
results through the use of service efforts and
accomplishments.

6. The authority of the Governor to veto items in
appropriation bills.

7. Thebalancesin the North Dakota Future Fund,
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Inc., PACE fund, and Technology Transfer, Inc.

‘8. The authority of the Emergency Commission to
transfer money from the North Dakota Future
Fund, Inc., to the PACE fund.

The Budget Section heard a report from a repre-
sentative of Job Service North Dakota on options
available for implementing the authority provided in
the capital projects legislation contained in 1993
House Bill No. 1020. House Bill No. 1020 provided
Job Service North Dakota with borrowing authority
of up to $1,735,000 for the construction or acquisition
of a new office building in Grand Forks. The report
was presented to inform the Budget Section that Job
Service North Dakota was considering remodeling
its facility in Grand Forks and adding additional
parking, rather than purchasing or constructing a
new building. The estimated cost to remodel the
building is $500,000.

The Budget Section heard a report from a repre-
sentative of the Mental Health Association of North
Dakota on funding of mental health services by the
Department of Human Services. Targeted savings
reductions within the department reduced human
service center funding by six percent. The major
concerns of the Mental Health Association were the
six percent reductions for human service center fund-
ing, the transfer of FTEs from the human service
centers to the department’s central office, and a
$5,000 reduction in the budget of the Grand Forks
Social Club.

The Budget Section heard reports from represen-
tatives of the Office of Management and Budget on
improvements to the capital budget process, the 95
percent agency budget request guidelines released
by the Office of Management and Budget as directed
by the Governor, the revenue forecasting contract
with WEFA, and the possibility of changing from
WEFA to a different revenue forecasting company. A
representative of the Office of Management and Bud-
get requested the Budget Section to determine if the
Office of Management and Budget should review and
explain the executive recommendation at the begin-
ning of each Appropriations Committee hearing. The
Budget Section determined that the chairman of
each Appropriations Committee should make the
determination as to whether or not the Office of
Management and Budget should review and explain
the executive recommendation at the beginning of
each appropriations hearing.

The Budget Section heard a report from a repre-
sentative of the Legislative Audit and Fiscal Review
Committee on the committee’s acceptance for filing of
the single audit report and the audit report of the
Department of Human Services for the two-year
period ended June 30, 1992.

The Budget Section heard reports by representa-
tives of the North Dakota Long Term Care Associa-
tion on additional funding needed to support nursing
home facilities in North Dakota. The 1993 Legisla-
tive Assembly appropriated a total of $179.4 million
for long-term nursing care for Medicaid-eligible per-
sons in long-term care facilities. Of the total appro-
priated, $45.6 million was from the general fund.
The Department of Human Services provided addi-
tional funds through savings within the department



to increase the total available for long-term nursing
care for the 1993-95 biennium to $191.2 million,
$49.5 million of which was from the state general
fund. The increased costs for long-term nursing care
were attributable to changes in the federal Medicaid
matching percentage, an increase in Medicaid
caseload, a larger than originally anticipated infla-
tion adjustment, and adjustments to reimbursement
percentile limitations necessary toreflect actual costs.

The Budget Section heard a report by a represen-
tative of the Protection and Advocacy Project on the
availability of federal funds for the protection and
advocacy of individual rights (PAIR) program. The
Protection and Advocacy Project was eligible to re-
ceive $200,000 per biennium to serve people with
disabilities who were previously ineligible for these
services. The Budget Section requested the commit-
tee chairman to support the Emergency Commission’s
approval of the receipt of these funds.

The Budget Section heard a report by a represen-
tative of the Board of Animal Health on contract
veterinary services during the 1993-95 biennium.
The 1993 Legislative Assembly terminated a veteri-
nary position at the Board of Animal Health and
replaced it with an appropriation of $25,000 to be
used for contract veterinary services. The Game and
Fish Department has approached the Board of Ani-
mal Health with the prospect of contracting with the
board for veterinary services required by the Game
and Fish Department. The Board of Animal Health
intended to use the remainder of the contract veteri-
nary money, about $20,000, along with any contract
fee obtained from the Game and Fish Department, to
hire a veterinarian under contract for the remainder
of the biennium.

The Budget Section heard a report by a represen-
tative of Municipal Consultants, Indianapolis, Indi-
ana, on potential uses of the facilities at the
Developmental Center at Grafton. Municipal Con-
sultants has conducted studies and developed a mar-
keting plan for the Developmental Center at Grafton.

The Budget Section heard a report on the status of
the Children’s Services Coordinating Committee’s
plans to establish local planning boards in each of the
eight regions of the state, pursuant to 1993 Senate
Bill No. 2016, Section 2. The following objectives
were adopted by the Children’s Services Coordinat-
ing Committee:

1. The organization of regional children’s services
coordinating committees in all eight regions of
the state. :

2. The organization of tribal children’s services
coordinating committees on all four Indian res-
ervations in the state.

3. Development of community plans for the re-
gional and tribal children’s services coordinat-
ing committees.

4. Establishment of a process to be used in moni-
toring and evaluating programs.

5. Establishment of uniform data collection and
distribution procedures in each county.

6. The development of procedures for accessing
administrative match dollars.

The Budget Section recetved reports from ethanol

plants receiving production incentives from the state
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as required by 1991 House Bill No. 1575. The 1991
legislation requires that the statement filed with the
Budget Section be certified by a certified public ac-
countant and indicate whether the plant produced a
profit in the preceding fiscal year after deducting
payments received under the incentive program. A
letter was received from the Alchem, Ltd., plant in
Grafton and presented to the Budget Section. A
letter was also received from the Archer Daniels
Midland plant in Walhalla. However, this letter was
not received in time for presentation at the October
meeting of the Budget Section. Both lettersindicated
that the plants did not produce a profit during the
preceding fiscal year, after deducting payments re-
ceived under the incentive program. The Budget
Section also received a report from a representative
of the American Coalition for Ethanol on incentive
payments received by ethanol plants. Pursuant to
1993 House Bill No. 1016, plants receive incentive
payments of 40 cents per gallon for each gallon of
ethanol produced and sold in North Dakota, up to a
maximum of 4,562,500 gallons per year. The 1993
Legislative Assembly appropriated $3,650,000 from
the highway tax distribution fund to the Agricultural
Products Utilization Commission for the purpose of
providing production incentive payments to ethanol
plants during the 1993-95 biennium.

In accordance with Section 3 of 1993 House Bill
No. 1001, the Budget Section approved a request by
the Insurance Department to make an additional
distribution of $62,500 to fire departments from the
insurance tax distribution fund.

Inaccordance with the requirements of 1993 House
Bill No. 1001, the Budget Section received a report
from a representative of the Attorney General’s office
on a deficiency appropriation to be introduced in
1995 to reimburse the state bonding fund for state
employee defense expenses. The total amount antici-
pated for state employee defense expenses for the
1993-95 biennium is $136,500.

In accordance with Section 7 of 1993 Senate Bill
No. 2005, the Budget Section received a report from a
representative of the North Dakota State University
Land Reclamation Research Center on additional
reclamation research needed to reduce unnecessary
and duplicative regulatory costs involved in the recla-
mation process and on general fund appropriations
needed for the 1995-97 biennium. The 1993-95 bien-
nium budget of $1.4 million included $289,000 from
the state general fund. For the 1995-97 biennium, the
needs-based budget directed by the State Board of
Higher Education would require a general fund ap-
propriation of $309,000. However, the 95 percent
budget requested by the Governor would reduce the
general fund appropriation to $275,000.

In accordance with 1993 Senate Bill No. 2017, the
Budget Section received a report from a representa-
tive of the Industrial Commission on changes in the
Housing Finance Agency as a result of 1993 House
Bill No. 1240. House Bill No. 1240 authorized local
housing authorities, organized under North Dakota
Century Code Chapter 23-11, to administer federal
Housing and Urban Development rental assistance
certificates and vouchers in the local housing au-



thorities’ respective jurisdictions. The Industrial
Commission previously had this authority. At the
time the report was presented, 33 counties had indi-
cated their intent to assume administration of the
rental assistance certificates and vouchers under the
provisions of House Bill No. 1240. The 33 counties
represented approximately 95 percent of the 2,819
authorized rental assistance certificates and vouch-
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ers administered by the Housing Finance Agency.

This report presents Budget Section activities
during the interim. Since one of the major responsi-
bilities of the Budget Section is to review the execu-
tive budget, which by law is not presented to the
Legislative Assembly until after December 1, a supple-
ment to this report will be submitted for distribution
at a later date.



BUDGET COMMITTEE ON GOVERNMENT FINANCE

The Budget Committee on Government Finance
was assigned four studies. Senate Concurrent Reso-
lution No. 4064 directed a study of the desirability
and necessity of state agency biennial reports. Sen-
ate Concurrent Resolution No. 4063 directed a study
of the feasibility of establishing a women’s correc-
tional facility off the State Penitentiary grounds.
Senate Concurrent Resolution No. 4073 directed a
study of the economicimpact of permitting Roughrider
Industries tocompete with the private sector. Senate
Concurrent Resolution No. 4075 directed a study of
training for law enforcement, correctional, emer-
gency medical assistance personnel, and other emer-
gency service providers. The committee was also
assigned the responsibility of monitoring the status
of state agency and institution appropriations.

Committee members were Representatives Roy
Hausauer (Chairman), Merle Boucher, Ron Carlisle,
Steve Gorman, Lyle L. Hanson, John M. Howard,
Elwood Thorpe, and Terry M. Wanzek and Senators
William G. Goetz, Tony Grindberg, Aaron Krauter,
Evan E. Lips, Duane Mutch, Pete Naaden, Donna
Nalewaja, David O’Connell, Ken Solberg, Bryce
Streibel, Harvey D. Tallackson, Steven W. Tomac,
and Herb Urlacher.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

STATE AGENCY REPORTS

Background

Senate Concurrent Resolution No. 4064 directed a
study of the desirability and necessity of requiring
various state agencies to prepare and publish annual
or biennial reports, including an analysis of the cost
of preparing, printing, and distributing the reports.
The study was also to determine if it would be more
feasible to place all state agency report requirements
in one section of the North Dakota Century Code
(NDCC). The resolution stated that the contents of
the required reports may be of limited assistance to
the Governor and Legislative Assembly and much of
the information may be available from other sources.
The resolution added that some reports may not be
necessary and it may be more practical, efficient, and
effective for all reporting requirements to be con-
tained in one section of the Century Code.

The committee reviewed a list of approximately
120 reports that are required by statute to be submit-
ted tothe Legislative Assembly, the Legislative Coun-
cil or its committees, or to the Governor. North
Dakota Century Code Section 54-06-04 provides that
all reports that are required to be submitted annu-
ally or biennially to the Governor and to the Office of
Management and Budget must meet the minimum
requirements and guidelines established by a board
created in NDCC Section 54-06-04. The board con-
sists of the superintendent of the State Historical
Board, State Librarian, and the director of the Office
of Management and Budget.
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Findings

The committee reviewed the results of a staff sur-
vey of state agencies and institutions on report re-
quirements, including the value of the reports and the
cost of preparing the reports. The responses to the
survey indicated that there are 47 different reports
required by statute. There were an estimated 42,527
copies of the reports printed, of which 3,069 remained
undistributed. The estimated biennial cost of prepar-
ing the reports was $293,478, of which $128,903 was
due to the formal report requirement and $164,575
would have been incurred regardless of the formal
report requirement. The biennial cost for printing the
reports was $71,711, of which $64,826 relates to com-
mercial printers, $6,285 relates to Central Duplicat-
ing, and $600is other printing costs. Of the 47 responses
to the survey, 33 indicated that the reports should be
continued, 13 indicated the reports should not be
continued, and one did not indicate a preference as to
the continuance or discontinuance of the reports.

The total biennial cost of the reports of $293,478
was comprised of $207,736 of general fund moneys
and $85,742 of other funds. The printing costs of
$71,711 were comprised of $26,746 from the general
fund and $44,965 of other funds. The cost of requir-
ing the formal reports consisted of $69,128 from the
general fund and $59,775 of other funds. The costs
incurred even if formal reports were not required
consisted of $138,608 from the general fund and
$25,967 of other funds. The survey indicated that by
eliminating the biennial report requirements the
savings to the general fund would be $69,128.

The committee received information from nine of
the 13 agencies recommending that the report re-
quirements be eliminated. The majority of agencies
indicated that the reports are not useful tools for the
general public, the Governor, or the Legislative As-
sembly and that most of the information contained in
the biennial reports is available from other docu-
ments distributed by the agencies and institutions.

The committee also received information from indi-
viduals and agencies supporting the continuance of the
biennial report requirements. The testimony indicated
that the biennial reports are a valuable source of
information regarding the history of state agencies and
institutions. It was suggested that the biennial report
requirements be strengthened, improved, and enforced
in order to make biennial reports more useful. In many
instances biennial reports are the only source of his-
toric information on state agencies and institutions.

Recommendation
The committee recommends House Bill No. 1026
to repeal NDCC Section 54-06-04 relating to the
biennial report requirements. The bill deletes the
requirements for 47 biennial reports. The committee
recommends the bill because the members concluded
the biennial report requirements are unnecessary.

WOMEN'’S CORRECTIONAL FACILITY

Background
Senate Concurrent Resolution No. 4063 directed a



study of the feasibility and desirability of establish-
ing a women’s correctional facility off the State Peni-
tentiary grounds. The resolution stated the study
was to be conducted in order to determine if it would
be feasible to use the present women’s correctional
facility on the grounds of the State Penitentiary for
other purposes and house the female inmates off the
grounds.

The committee reviewed background information
on the present female State Penitentiary facility.
The present facility is a 40-bed medium/minimum
security unit constructed during the 1985-87 bien-
nium. The Department of Corrections and Rehabili-
tation has been averaging 20 state female inmates
and 15 to 20 federal female inmates. The annual cost
of operating the existing women’s facility is $465,000,
of which $365,000 relates to fixed costs. Female
inmates at the State Penitentiary currently share
some common facilities and programs with the male
inmates.

Findings

The committee reviewed information from the
Department of Corrections and Rehabilitation on the
advantages and disadvantages of locating a women’s
correctional facility off the State Penitentiary grounds.
The advantages were as follows:

1. Improved inmate safety;

2. Improved rehabilitation programs;

3. Better use of staff; and

4. Improved access to recreation/programming.

The disadvantages of having a separate women’s
correctional facility were:

1. Added building construction and maintenance

costs; and

2. Added personnel, operating, and equipment

costs.

The committee identified the following possible
sites for a women’s correctional facility:

1. Cedar Grove unit at the Developmental Center

at Grafton.

2. Forensic unit at the State Hospital in

Jamestown.

3. United States Coast Guard station at LaMoure.

4. Kathryn Elementary School at Kathryn.

5. A vacant hotel in Linton.

The committee received reports from the Budget
Committee on Government Services and the Budget
Committee on Home and Community Care regarding
the possible use of the forensic unit at the State
Hospital or the Cedar Grove unit at the Developmen-
tal Center. The report from the Budget Committee
on Government Services indicated that the State
Hospital would not support locating a women’s cor-
rectional facility on the State Hospital grounds be-
cause of the appearance it would give that the state
is associating mental illness with felonious behavior.
The Budget Committee on Home and Community
Care did not take any action regarding the use of the
Cedar Grove unit at the Developmental Center as a
women’s correctional facility, but the committee did
indicate that there is potential for using the facility
as a women’s correctional facility if necessary.

The Department of Corrections and Rehabilita-
tion presented information on the capacity and cost of
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anew facility for female inmates. The cost estimates
were based on a facility with a capacity of 50 inmates.
It was estimated that a 50-bed facility would be
sufficient if federal inmates are not accepted. The
cost to build a new 50-bed minimum security female
correctional facility was estimated to be approxi-
mately $2.25 million. It was estimated that person-
nel costs for a new facility or a renovated facility
would range from $218,000 per year to $615,000 per
year. In comparison, the annual cost of operating the
current women’s facility is $465,000, of which
$365,000 relates to fixed costs.

The committee received information on the esti-
mated cost of converting the Cedar Grove unit at the
Developmental Center at Grafton to a women’s cor-
rectional facility. The cost was estimated to be
approximately $2,035,650 to renovate the Cedar
Grove unit at Grafton. The operating costs were
estimated to be approximately $682,000 per year to
operate the Cedar Grove unit as a women’s correc-
tional facility. It was suggested by the Department
of Corrections and Rehabilitation that the state does
not currently have enough female inmates to justify
a separate women’s correctional facility. The depart-
ment indicated that until there are between 100 and
150 female inmates, it is cost prohibitive to have
separate but equal programs and facilities. The
committee received information on a Supreme Court
ruling that stated that North Dakota cannot contract
with another state for housing its female inmates
because the state has a male correctional facility and
it must therefore also provide a female correctional
facility.

Because federal requirements mandate access to
certain programs for both male and female inmates,
duplicated programs would be needed if the female
inmates were located off the State Penitentiary
grounds. Currently, the state saves an undetermin-
able amount of funds by having male and female
inmates at one location. The cost savings are the
result of not having to maintain duplicate programs
at a men’s facility and at a women’s facility.

The committee considered the possibility of con-
tracting with regional correctional centers to house
female inmates. It was determined that if both male
and female inmates were housed at a regional center,
the same concerns would exist that presently exist at
the State Penitentiary. The same programs offered
at the State Penitentiary would also need to be
duplicated and made available to the female inmates
at the regional correctional facilities.

The committee also considered the possibility of
contracting with the private sector for the housing of
minimum security female inmates. The cost of con-
tracting with the private sector ranged from $38.75
per day to $40 per day or $14,144 to $14,600 per year
per inmate. The contracts would provide for 24-hour
a day supervision, food, shelter, some medical and
dental exams, and programs and services including
general equivalency diploma, drug testing, counsel-
ing, and psychological services. The Department of
Corrections and Rehabilitation indicated that it could
not necessarily contract all female inmates out to
private centers because of the ability of judges to
sentence inmates to a specific institution such as the



State Penitentiary or the Missouri River Correc-
tional Center. The committee determined that by
providing that judges sentence inmates to the De-
partment of Corrections and Rehabilitation instead
of a specific institution, it would allow the depart-
ment to pursue contracting with the private sector
for female inmates, if the need developed.

Asapartofthe women’s correctional facility study,
the committee toured the State Penitentiary and the
Missouri River Correctional Center.

The committee also received testimony by the
Department of Corrections and Rehabilitation on
changing the name of the State Industrial School to
the State Youth Correctional Center; deleting NDCC
Chapter 12-51 relating to the Missouri River Correc-
tional Center and having all statutory references
pertaining to the State Penitentiary also apply to the
Missouri River Correctional Center; updating the
statutes relating to the Department of Corrections
and Rehabilitation, State Penitentiary, State Indus-
trial School, or any of its related facilities; and incor-
porating the Uniform Juvenile Court Act into the
sections of the North Dakota Century Code pertain-
ing to the State Industrial School.

Recommendations

The committee recommends that a separate
women’s correctional facility not be constructed. The
committee determined that based on the cost esti-
mates of constructing a new female correctional facil-
ity or renovating an existing facility into a women’s
correctional facility, it is not feasible to proceed with
a separate women’s correctional facility at this time.
The committee also determined that until the state
has between 100 and 150 female inmates, it is not
cost efficient to have a separate women’s correctional
facility. Because of this, the committee thought it
would be more efficient to allow the Department of
Corrections and Rehabilitation to pursue contract-
ing, if necessary, with the private sector for the
housing of minimum security female inmates.

The committee recommends House Bill No. 1027
to require judges to sentence inmates to the Depart-
ment of Corrections and Rehabilitation rather than
to the State Penitentiary or the Missouri River Cor-
rectional Center. The bill also provides for the name
of the State Industrial School to be changed to the
State Youth Correctional Center; deletes NDCC Chap-
ter 12-51, relating to the Missouri River Correctional
Center, and changes all statutory references pertain-
ing to the State Penitentiary to also include the
Missouri River Correctional Center since the center
will continue to operate under the State Peniten-
tiary; and incorporates the Uniform Juvenile Court
Act into the sections of the code pertaining to the
State Industrial School. The committee recommends
the bill because it gives the Department of Correc-
tions and Rehabilitation the ability to determine the
placement of all inmates. The committee determined
that if the Department of Corrections and Rehabili-
tation is provided the ability to place all inmates, it
can pursue contracting, if necessary, with the private
sector for the housing of female minimum security
inmates.
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ROUGHRIDER INDUSTRIES STUDY

Background

Senate Concurrent Resolution No. 4073 directed a
study of the cost effectiveness and economic impact of
permitting Roughrider Industries to manufacture
and sell products that may be produced and sold by
the private sector. The study was to review the
mission of Roughrider Industries, correctional in-
dustriesin other states, and the cost components and
pricing structure of prison manufactured products.
The resolution stated that there may be alternative
methods of rehabilitation available to the state rather
than permitting Roughrider Industries to continue
or expand its present operations.

North Dakota Century Code Chapter 12-48 pro-
vides for the director of the Department of Correc-
tions and Rehabilitation to attempt to employ all
inmates of the Penitentiary. The employment may
include maintaining the Penitentiary and its grounds,
working at the industries established at the Peniten-
tiary or at other state institutions, maintaining state
buildings and grounds, or working on the construc-
tion and improvement of the state’s public highways.
The program is to be based on what is of the greatest
benefit to and in the best interest of the state of North
Dakota, the State Penitentiary, and the inmates of
the institutions.

Findings

The committee reviewed an analysis of Roughrider
Industries fiscal year 1993 revenues, expenses, and
net profit. The analysis included the adjustments
necessary to make Roughrider Industries net profit
comparable to a private sector business. The analy-
sis indicated that for fiscal year 1993 Roughrider
Industries had total revenues of $1.5 million and a
net profit of $96,801. After adjusting the $96,801
profit for costs incurred by the private sector but not
incurred by Roughrider Industries and for costs in-
curred by Roughrider Industries but not incurred by
the private sector, the equivalent private sector profit
would be $39,558. Costs incurred by the private
sector but not by Roughrider Industries include rent,
higher hourly labor rates, health insurance premi-
ums, workers’ compensation premiums, taxes, and
depreciation. Costs incurred by Roughrider Indus-
tries but not incurred by the private sector include
security expenses, higher staff training costs, disci-
plinary costs, less productive labor, and higher levels
of nonproductive labor and supervisors.

The committee reviewed information on the mar-
keting practices of Roughrider Industries. Roughrider
Industries attempts to identify products and mar-
kets that are not in direct competition with private
sector businesses within the state. Some of the best
opportunities for Roughrider Industries are in out-
of-state markets; however, there is a federal law that
prohibits prison-made goods from being sold across
state lines. Roughrider Industries indicated that the
United States Department of Justice has established
a program called the private sector/prison industry
enhancement (PIE) program providing for prison



industry products to be sold out of state if certain
requirements are met by the prison industry. The
following requirements would need to be met before
products could be sold out of state:

1. Wages paid inmates working on the products
must be comparable to those in the private
sector.

2. Inmate employment cannot result in the loss of
private sector jobs.

3. Inmates who participate in the program must
do so on a voluntary basis and agree to wage
deductions for payroll taxes and workers’ com-
pensation taxes.

Roughrider Industries personnel indicated that
all of the requirements can be met under present law
except the workers’ compensation provision. Cur-
rently, 37 states are involved in the program and
have inmates covered by workers’ compensation.

The committee reviewed information presented by
Roughrider Industries personnel regarding the PIE
program. Roughrider Industries has met with busi-
nesses throughout the state regarding the possibility
of doing subcontracting for some of the businesses.
Due to the federal law that prohibits any product
made in whole or in part by a prison industry from
crossing state lines, some of the potential subcon-
tracting work cannot be pursued. Roughrider Indus-
tries personnel informed the committee that if
workers’ compensation coverage was provided to the
inmates and Roughrider Industries was allowed to
participate in the PIE program, it could then become
a subcontractor for businesses within the state which
sell finished products across state lines.

The committee reviewed information on prison
industry programs in North Dakota, South Dakota,
Montana, Minnesota, and Wyoming. The informa-
tion included the products and services provided by
each of the state’s prison industries and markets
available to the industries. As a part of the study, the
committee toured the Roughrider Industries facili-
ties.

Recommendations

The committee recommends House Bill No. 1028
to allow Roughrider Industries to be able to partici-
pate in the workers’ compensation program and
thereby provide workers’ compensation coverage for
Penitentiary inmates employed in the PIE program.
Roughrider Industries would be required to reim-
burse the Workers Compensation Bureau for the
amount of claims charged against the classification
of inmates employed in the PIE program which ex-
ceed the amount of premiums paid for that classifica-
tion. Thebill also provides that Roughrider Industries
may secure private insurance to cover any excess
claims. The committee recommends the bill to autho-
rize Roughrider Industries to consider expanding to
potential out-of-state markets and reduce its direct
competition with private sector businesses within
this state. The committee included a two-year expi-
ration date in the bill with the intent that within two
years the program would be reevaluated.
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LAW ENFORCEMENT, CORRECTIONS, AND
EMERGENCY MEDICAL SERVICES
PERSONNEL TRAINING PROGRAMS

Background

Senate Concurrent Resolution No. 4075 directed a
study of the methods for funding state, county, and
city law enforcement, correctional, and emergency
medical technician training facilities and programs
and the feasibility and desirability of establishing
centralized training for law enforcement, correctional,
emergency medical assistance personnel, and other
emergency service providers. The 1993 Legislative
Assembly appropriated $1.4 million for training of
law enforcement and related officials, of which ap-
proximately $685,000 was from the state general
fund and approximately $735,000 was from federal
and other funds. In addition, $5.3 million was appro-
priated for fire tax distribution payments to local fire
departments to use on equipment, training, or other
purposes as determined by the local fire depart-
ments.

The 1981 Legislative Assembly created the North
Dakota Peace Officers Standards and Training
(POST) Board. The POST Board is composed of a
group of individuals appointed by the Attorney Gen-
eral based on nominations received from the North
Dakota Chiefs of Police Association, North Dakota
Peace Officers Association, North Dakota Sheriffs
and Deputies Association, North Dakota League of
Cities, and North Dakota Association of Counties.
The POST Board is responsible for developing and
implementing standards for all peace officers in this
state.

Findings

There are approximately 1,600 licensed peace of-
ficers in the state, all of which must enforce the law
uniformly. Uniform law enforcement requires uni-
form training. The three types of training relating to
law enforcement officials in the state are indoctri-
nation or basic training, general training, and spe-
cialized training.

The committee toured the Law Enforcement Train-
ing Academy, which consists of two classrooms, dorm
rooms (40 beds), and a dining hall. The academy is
under the supervision of the Highway Patrol and
conducts training for all law enforcement agencies in
the state. The Law Enforcement Training Academy
provides training that meets the certification re-
quirements established by the POST Board. The
Law Enforcement Training Academy provides basic
and advanced training approximately 50 weeks per
year for all law enforcement officers at no charge to
them or their agencies for tuition, room, or board. In
the past two years 4,220 hours of training were
provided to 1,642 officers.

The committee considered the possibility of con-
solidating the Highway Patrol and Bureau of Crimi-
nal Investigation training programs. It was thought
that by consolidating the training programs it would
improve communications, delivery of services, and
reduce duplication of efforts and services.

The committee considered a bill draft that would
have statutorily required the Highway Patrol and



Bureau of Criminal Investigation training programs
to be combined into one training program. The
committee received testimony from the Bureau of
Criminal Investigation and the Highway Patrol re-
garding the possibility of using a written memoran-
dum of agreement to merge the training programs
rather than the bill draft that would have statutorily
combined the programs. The testimony indicated
that based on an Attorney General’s opinion statu-
tory changes are not necessary for the merger of the
two training programs. The committee decided to
support the voluntary merger through the written
memorandum of agreement instead of the merger
required in the bill draft.

The committee reviewed information on expand-
ing the existing Law Enforcement Training Academy
in order to provide additional classrooms, dormito-
ries, office space, and a multipurpose room to accom-
modate the increased training needs for peace officers
throughout the state. The committee considered a $1
surcharge on motor vehicle registrations for a two-
year period in order to generate the $1.4 million
needed for an addition to the Law Enforcement Train-
ing Academy. The committee also identified two
alternatives to an addition to the existing Law En-
forcement Training Academy. One of the alterna-
tives was to construct a new training facility adjacent
to the National Guard Armory in Bismarck and have
the new academy share classrooms and other facili-
ties with the National Guard. The committee also
considered the possibility of constructing a new acad-
emy on land owned by the Department of Corrections
and Rehabilitation. The committee thought that ifa
new training academy were to be located elsewhere
the existing academy could be transferred to Bis-
marck State College for use by the college.

The committee determined that it would be more
economical tobuild an addition to the existing facility
at a cost of $1.4 million as opposed to the estimated
cost of $2.6 million to construct a new facility at a
different location. The committee concluded that in
order to keep administrative costs at a minimum all
training facilities should be located in one building.
In addition, by maintaining the training programs in
one building weapons do not have to be transported
between buildings. The committee also determined
that it would be more advantageous to enact a $2
surcharge on motor vehicle registrations for one year
instead of the proposed $1 surcharge for two years.
This would allow for construction to begin sooner
because the revenues would be collected earlier.

The committee received information on law en-
forcement claims received by the North Dakota In-
surance Reserve Fund. The total number of claim
losses processed by the North Dakota Insurance
Reserve Fund since 1986 has been 133, at a cost of
approximately $1.2 million.

Recommendations
The committee recommends that the Legislative
Council support and recommend the continued op-
eration of the combined training facilities and pro-
grams of the Bureau of Criminal Investigation and
Highway Patrol. Based on the Attorney General’s
opinion stating that statutory changes are not neces-

sary to combine the training programs, the commit-
tee supports the Bureau of Criminal Investigation
and the Highway Patrol in their proposal to voluntar-
ily merge the training programs.

The committee recommends that the Highway
Patrol capital budget request include $1.4 million for
an addition to the Law Enforcement Training Acad-
emy. The committee recommends that the building
be included in the agency’s capital budget request in
order for it to go through the executive budget hear-
ing process and possibly be included in the executive
budget.

The committee recommends House Bill No. 1029
to establish a $2 surcharge on motor vehicle registra-
tions for one year. The surcharge would be effective
for vehicle registrations beginning after December
31, 1995, and ending December 31, 1996. The bill
also appropriates the $1.4 million to be generated
from the $2 surcharge to the Highway Patrol for the
purpose of a building addition for law enforcement
training. The committee recommends the bill as the
most economical way of establishing increased law
enforcement training opportunities for peace officers
throughout the state.

MONITORING THE STATUS OF
APPROPRIATIONS

Background

Since the 1975-76 interim, a Legislative Council
interim committee has been assigned the responsi-
bility of monitoring the status of major state agency
and institution appropriations. The Budget Commit-
tee on Government Finance was assigned this re-
sponsibility for the 1993-94 interim. The committee’s
review focused on the expenditures of major state
agencies, including the institutions of higher educa-
tion and the charitable and penal institutions, the
appropriations for the foundation aid program, and
the appropriations for the Department of Human
Services aid to families with dependent children
(AFDC) program and medical assistance. The com-
mittee also heard a staff report on agency compliance
with legislative intent for the 1993-95 biennium.

Status of Appropriations of Major Agencies

To assist the committee in fulfilling its responsi-

bility of monitoring the status of major appropria-
tions, the staff prepared periodic reports on the
following:

1. Overview of total expenditures and revenues at
the higher education and charitable and penal
institutions.

2. Number of residents and personnel at the chari-
table and penal institutions.

3. Overview of utility expenditures at the higher
education and charitable and penal institu-
tions.

4. Foundation aid program payments.

5. Medical assistance and AFDC payments.

In summary, the reports given to the committee

regarding budget monitoring indicated the following:

1. For the period July 1, 1993, through July 31,
1994, the general fund expenditures for AFDC
and medical assistance totaled $64.9 million or



approximately $5.1 million less than the appro-
priation of $70 million, and $2.4 million less
than the department’s March 1994 estimate of

$67.3 million,
2. The 1993 Legislative Assembly appropriated

$396.5 million from the state general fund for
foundation aid program payments during the
1993-95 biennium. The following are schedules
of per-pupil payments, tuition fund payments,
and weighted units for each year of the biennium:

Foundation Aid Program - 1993-95 Biennium
(Amounts stated in millions)

Actual
1993-94 Obli-
1993-95 Fiscal gations
Biennium Year 1993-94
Appro- Appro- Fiscal
priation priation Year
Per-pupil $404.84 $197.94 $196.88
payments
Less: Mill levy 43.92 21.49 21.53
deduction
Total per-pupil $360.92 $176.45 $175.35
payments
Transportation 35.60 17.80 17.42
payments
Total general $396.52 $194.25 $192.77
fund - founda-
tion aid
program
Original
Legislative
Estimates
for
1993-94
Per-pupil payments $1,570
Tuition fund payments 192
Total payments $1,762
Weighted units 125,331

Variance
Appro- Remaining
priation Remaining Estimated  Balance
Amounts Appro- Obli- for
Over priation gations May 1,
(Under) 1994-95 1994-95 1995,
Actual Fiscal Fiscal Distri-
Payments Year Year bution
$ 1.06 $207.96 $206.90 $ 1.06
(0.04) 22.39 22.43 (0.04)
$ 1.10 $185.57 $184.47 $ 1.10
0.38 18.18 17.30 0.88
$ 1.48 $203.75 $201.77 $ 1.98
Original
Actual Legislative Adjusted
Payments Estimates Estimates
for for for
1993-94 1994-95 1994-95
$1,570 $1,636 $1,662*
198 192 192
$1,768 $1,828 $1,854
125,074 125,745 125,745

* Includes additional $26 per pupil estimated for the separate May 1, 1995, foundation aid payment
distributed pursuant to Sections 8 and 13 of 1993 House Bill No. 1003. An estimated $1.23 million
from the $3.27 million appropriated for school district restructuring and a $1.98 million balance
estimated for the foundation aid program will be combined for an estimated total $3.21 million

available for May 1, 1995, distribution.

3. Total expenditures at the charitable and penal

institutions for the first year of the 1993-95
biennium were $64.5 million, $3.6 million less
than the estimated expenditures of $68.1 mil-
lion. Total revenues for the same period were
$30.6 million, $900,000 less than the estimated
revenues of $31.5 million. In total, the possible
state general fund fiscal impact is a positive
$2.5 million.

. For the first year of the 1993-95 biennium the
average monthly student, resident, and inmate
population at the charitable and penal institu-
tions averaged 1,847.23, 48.27 fewer than the
estimated population of 1,895.5. The average
monthly full-time equivalent (FTE) positions
for the same institutions totaled 1,610.5, 112.57
FTE fewer than the authorized total of 1,723.07.

5. Total expenditures at the institutions of higher
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education for the first year of the 1993-95 bien-
nium were $200.3 million, $6.7 million less than
the estimated expenditures of $207 million.
Total income for the same period was $86.1
million, $500,000 more than the estimated in-
come of $85.6 million. In total, the possible
state general fund fiscal impact is a positive
$6.8 million.

Status of the State General Fund

The committee and the Budget Section heard re-
ports by the Office of Management and Budget re-
garding the status of the state general fund. At the
committee’s last meeting, the projected June 30,
1995, general fund balance was $43.7 million, $34.8
million more than the June 30, 1995, ending general
fund balance of $8.9 million estimated by the 1993
Legislative Assembly. The Budget Section report



contains a summary of the Office of Management and
Budget reports.

Agency Compliance with Legislative Intent

The staff prepared a report on state agency compli-
ance with legislative intent for the 1993-95 biennium.
Copies of the report are on file in the Legislative
Council office. The report is based on the staff analy-
sis including visitations with agency adminis-trators
regarding compliance with legislative intent included
in the agencies’ 1993-95 appropriations. The report
also includes changes made to agency operations
since the beginning of the 1993-95 biennium, budget
concerns, staffing changes, the status of selected
states’ special funds, higher education enrollments,
and possible deficiency appropriation requests.

TOUR GROUPS

The committee conducted budget tours of the State
Penitentiary, Missouri River Correctional Center,
Roughrider Industries, Law Enforcement Training
Academy, Bismarck State College, and the State
Industrial School. On the tours, the committee heard
of institutional needs for capital improvements and
any problems the institutions or other facilities may
be encountering during the interim. The Budget

July- October-
September December
1993 1993
Legislative estimate $18.26 $18.73
(WEFA March 1993
estimate)
Actual average 15.23 13.90
posted prices
Over (under) $(3.03) $(4.83)
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Section report contains a summary of all of the
budget tours conducted by the budget tour groups
and other committees.

OTHER ACTION
The committee also received reports on:
1. The possible sale of the University of North

Dakota Rehabilitation Hospital.

2. Higher education proposed capital projects in-
cluded in the long-term plans of the institu-
tions.

The Americans with Disabilities Act require-
ments for public facilities, including possible
penalties for noncompliance and alternative
ways to comply with the requirements.

The Centennial Trees Commission’s study re-
garding the commission’s change from a state
agency to a nonprofit organization.

The committee also received memorandums on oil
tax revenues, oil production, and oil market prices.
For fiscal year 1994, oil and gas production tax
collections were $11.5 million, $3.7 million less than
the estimated collections of $15.2 million. Oil extrac-
tion tax collections were $14.6 million, $5.9 million
less than the estimated collections of $20.5 million.
The following table summarizes the quarterly oil
prices:

January-  April- July-

March June September October
1994 1994 1994 1994
$19.71 $19.04 $19.68 $20.65
12.18 15.17 16.17 15.51
$(7.53)  $(3.87)  $(3.51) $(5.14)




BUDGET COMMITTEE ON GOVERNMENT SERVICES

The Budget Committee on Government Services
was assigned three studies. Senate Concurrent Reso-
lution No. 4002 directed the Legislative Council to
monitor the continued development of a continuum
of services for the mentally ill and chemically depen-
dent, including changes in the role of the State
Hospital, expanded community services, and the
development of partnerships between the public and
private sectors. Section 21 of 1993 House Bill No.
1002 provided that the Legislative Council receive
reports from the Department of Human Services on
the effectiveness of the clubhouse project in Minot
and on the department’s recommendations regard-
ing the continuation or expansion of funding for the
project for the 1995-97 biennium resulting from a
Department of Human Services review of the club-
house project. Section 24 of 1993 House Bill No. 1002
provides that the Legislative Council receive reports
from the Department of Human Services on alterna-
tives for a formula to allocate funding to human
service centers.

Committee members were Representatives
Clarence Martin (Chairman), Lyle L. Hanson, James
A.Kerzman, Joe Kroeber, Doug Payne, Rod St. Aubyn,
G. O. Sveen, Elwood Thorpe, and Janet Wentz and
Senators Dale Marks, David E. Nething, Larry J.
Robinson, Bob Stenehjem, Russell T. Thane, and

James C. Yockim.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

MONITORING SERVICES FOR THE
MENTALLY ILL AND CHEMICALLY
DEPENDENT

Senate Concurrent Resolution No. 4002 directed
the Legislative Council to monitor the continued
development of a continuum of services to the men-
tallyill and chemically dependent, including changes
in the role of the State Hospital and expanded com-
munity services, and to receive status reports from
the Department of Human Services and private pro-
viders on the development of a partnership between
the public and private sectors for providing alcohol
and drug abuse treatment services throughout the
state.

Background
The following schedule presents a historical com-
parison of funding provided for mental health ser-
vices of the Department of Human Services, including
the central office, the State Hospital, and human
service centers:

1987-89

Biennium

Central office $ 448,793

State Hospital 45,068,477

Human service centers 11,094,519
State Hospital downsizing

funding pool _—

Total all funds $56,611,789

Less estimated income 16,037,061

General fund $40,574,728

The following schedule compares the average num-
ber of seriously mentally ill persons served at the
regional human service centers during the 1989-91
biennium, 1991-93 biennium, and for the first year of
the 1993-95 biennium:

Regional Human Fiscal
Service Center 1989-91 1991-93 Year 1994
Northwest 312 317 316
North Central 448 400 430
Lake Region 200 184 205
Northeast 551 529 685
Southeast 932 800 890
South Central 656 488 505
West Central 537 459 508
Badlands 275 246 303

Total 3,911 3,423 3,842

1989-91 1991-93 1993-95

Biennium Biennium Biennium
$ 739,000 $ 3,760,322 $ 2,661,414
50,404,873 53,976,393 50,588,353
15,027,949 17,068,938 25,400,934
2,000,000

$66,171,822 $74,805,653 $80,650,701
18,261,517 23,388,992 29,650,047
$47,910,305 $51,416.661 $51,000,654

State Hospital Review

The 1993 Legislative Assembly appropriated $50.6
million to the State Hospital for the 1993-95 bien-
nium, $32.9 million of which is from the general fund.
The State Hospital is authorized 659.2 full-time
equivalent (FTE) positions, 58 fewer FTE positions
than the 717.2 FTE positions authorized for the
1991-93 biennium. The State Hospital is licensed for
327 beds. Representatives of the State Hospital
presented information to the committee on State
Hospital populations, concerns, and needs as follows:

1. State Hospital admissions have decreased in

recent years as follows:

Fiscal Year Admissions
1990 2,304
1991 1,791
1992 1,677
1993 1,614
1994 1,610



2. The number of patients at the State Hospital is
expected to range from 220 to 260 patients
during the 1993-95 biennium. The average
number of patients in fiscal year 1994 was 231,
36 fewer patients than the fiscal year 1993
average number of patients of 267.

3. Sixty-three percent of State Hospital admis-
sions are to the chemical dependency unit and
30 percent of State Hospital admissions are
Native American individuals.

4. The cost of clozaril (a drug used for treating the
seriously mentally ill) and the number of pa-
tients being treated with clozaril is increasing,
as well as the cost of other pharmaceuticals
which will negatively impact the State Hospital’s
budget.

5. Capital improvement needs at the State Hospi-
tal include:

a. The demolition of the ABC building, the
Nine West building, and the Seven West
building.

b. Removal of asbestos in various State Hospi-
tal buildings.

¢. Construction of utility and pedestrian tun-
nels.

d. Renovation of the nursing education build-
ing and the employees building.

e. Various curb, gutter, and road repairs.

Regarding additional uses for available State
Hospital facilities, the committee learned that the
State Hospital is considering the following programs
for future implementation at the State Hospital:

1. Psychiatric nursing home.

2. Long-term residential adolescent treatment.

3. Long-term treatment for chronic alcoholics.

At the request of the Budget Committee on Gov-
ernment Finance and the Budget Committee on Home
and Community Care, which are studying the feasi-
bility of establishing a women’s correctional facility
and an additional veterans’ home respectively, the
committee reviewed the potential for locating either
of these facilities on the State Hospital grounds. The
committee learned that the State Hospital is opposed
to locating a women’s correctional facility on the
State Hospital grounds due to the appearance that
the state is associating mental illness with felonious
behavior; however, the State Hospital is not opposed
to locating a veterans’ home at the State Hospital.
The committee learned that the cost to renovate a
building at the State Hospital for use as a veterans’
home may be excessive.

The committee’s consensus regarding locating a
women’s correctional facility or a veterans’ home at
the State Hospital was that neither be given further
consideration for locating on the State Hospital
grounds. See the reports of the Budget Committee on
Government Finance and Budget Committee on Home
and Community Care for further information on the
women’s correctional facility and the veterans’ home
studies.

The committee learned that the chemical depen-
dency unit at the State Hospital is licensed for 56
beds and has an average 90 percent occupancy. For
fiscal year 1993, the chemical dependency unit treated
approximately 638 patients. The State Hospital
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supports a public/private partnership in providing
chemical dependency services throughout the state
and the Heartview Foundation in Mandan and St.
Joseph’s Hospital in Minot have submitted proposals
to the State Hospital to provide additional addiction
services in their regions. However, after discussions
between the private providers and the State Hospital
regarding the difficult types of patients the providers
would be serving in the local communities, no further
action has been taken on the proposals.

The Department of Human Services reported on
vacant positions at the State Hospital. The commit-
tee learned that of the 659.2 FTE positions autho-
rized, 591.55 positions were filled leaving 67.65
positions vacant. Of the 67.65 vacant positions,
approximately 20 positions are either being recruited
or being considered for advertisement. The majority
of the vacancies are mental health care specialists,
nurses, social workers, psychologists, and other thera-
pists.

The committee recommended that the Budget
Section, if requested by the Department of Human
Services in accordance with Section 6 of 1993 House
Bill No. 1002, which provided that the department
may begin optional uses for State Hospital facilities
ifapproved by the Budget Section, approve the devel-
opment of a psychiatric skilled nursing facility at the
State Hospital. The Department of Human Services
did not request approval from the Budget Section for
this program during the 1993-94 interim.

Community Services

The Department of Human Services presented
reports to the committee regarding the implementa-
tion of community services for the mentally ill and
chemically dependent and regional human service
center directors and staff testified on the implemen-
tation of these services. The directors and staff of the
regional human service centers expressed the follow-
ing comments and concerns regarding community
services:

1. Access to services is often difficult for residents
in the outlying communities of the regions.

2. If alcohol and drug abuse treatment services
are entirely privatized, private treatment fa-
cilities may choose not to provide services to
chronically addicted individuals due to the dif-
ficulty in treating these types of individuals.

3. There is a lack of services for individuals with
fetal alcohol syndrome and fetal alcohol effects
and their families.

4. The West Central Human Service Center is
considering cooperative programming with the
Heartview Foundation to provide alcohol and
drug abuse treatment services to adults and
adolescents on an outpatient basis.

5. Thereisalack of prevention and early interven-
tion services.

6. The lack of psychiatric services in local commu-
nities is a concern.

7. There is need for more control over the number
of involuntary admissions to the State Hospital
from each region.

8. There is a lack of appropriate treatment for
sexual abuse victims and perpetrators.



The Department of Human Services presented the
following schedule of vacant positions at the regional
human service centers:

Budgeted  Actual Vacant
Regional Human FTE FTE FTE
Service Center Positions Positions Positions
Northwest 66.5 58.5 8
North Central 96.85 84.6 12.25
Lake Region 63.25 53 10.25
Northeast 118.3 110.3 8
Southeast 161.75 149.75 12
South Central 83.5 68.5 15
West Central 131.25 122.5 8.75
Badlands 82.25 72.5 9.75
Total 803.65 719.65 84

The committee learned that of the 84 vacant posi-
tions, 59 positions were planned to be filled.

The committee reviewed, for each regional human
service center, the 1993-95 biennium requested seri-
ously mentallyill and chemically dependent increases
(decreases) compared to the 1991-93 biennium, the
increases (decreases) approved by the 1993 Legisla-
tive Assembly, and the current status of each item.
The committee learned that the total requested in-
crease for all regional human service centers for the
1993-95 biennium was $9.7 million, $8.3 million of
which was from the general fund and included 65.75
new FTE positions. The 1993 Legislative Assembly
approved a total increase of $8.5 million, $6 million of
which was from the general fund, and 59.75 new FTE
positions. The majority of the funding and FTE

Human Service Center/Service Need

Northwest Human Service Center:

A social worker III for family therapy and
adult mentally ill
Psychiatric services (includes medication
and contracting of additional psychiatric time)
Case management for seriously mentally ill
Activity therapist for partial care and
extended care
Total Northwest Human Service Center

North Central Human Service Center:

Psychiatric Services

Full-time psychiatrist in addition to
the current contracts for psychiatric
service

Addiction Services

Addicted women with children program
for residential and primary addiction
treatment

Addiction counselor IT*

Case manager IT*

Long-Term Semi-Independent Residential Facility*

Registered nurse 11

Extended care coordinator I for the
mentally ill

Case manager II for the mentally ill
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increases approved by the 1993 Legislative Assembly
related to the effect of the downsizing of the State
Hospital on local community program needs.

The committee reviewed regional human service
centers’ seriously mentally ill and chemically depen-
dent program needs for the 1995-97 biennium. The
committee reviewed the 1993-95 appropriations pro-
vided for seriously mentally ill programs at the re-
gional human service centers, which were as follows:

Regional Human

Service Center 1993-95 Budget

Northwest $ 2,420,947
North Central 2,583,406
Lake Region 1,262,932
Northeast 3,758,425
Southeast 4,504,045
South Central 4,150,926
West Central 4,649,068
Badlands 2,071,185
Total $25,400,934
General fund $14,617,018
Other funds 10,783,916
Total $25,400,934

The committee learned that the 1995-97 increases
identified for seriously mentally ill and chemically
dependent treatment programs (without considering
employee salary increases) total $7.9 million, $6.7
million of which is from the general fund. The
following schedule lists the identified increases by
human service center:

1995-97 Biennium Estimated Cost
General Special Total

FTE Fund Funds Funds
1 $ 74,256 $ 74,256
200,000 200,000
4 89,123 $ 180,945 270,068
1 67,517 67,517
6 $ 430,896 $ 180945 $ 611,841
1 $ 162,500 $ 162,500 $ 325,000
360,000 360,000
1 62,743 62,743
1 57,096 57,096
1 59,873 59,873
1 65,770 65,770
1 57,096 57,096



1995-97 Biennium Estimated Cost

General Special Total

Human Service Center/Service Need FTE Fund Funds Funds
Community home counselor II 6 $ 239,054 $ 239,054
Facility cost _ 88,200 88,200
Total North Central Human Service Center 12 $1,152,332 $ 162,500 $1,314,832

* Certain service costs for this program may be reimbursable under Medicaid if the staff are employees of the
human service center.

Lake Region Human Service Center:

Additional residential services (6 to 8 1 $ 340,000 $ 40,000 $ 380,000
semi-independent apartments)

Psychological services (Rolla) 17,550 17,550 35,100

Expand outreach (Rolla) 1.5 61,000 42,000 103,000
1 FTE social worker I1I, .5 FTE support staff

Medications for clients 10,000 10,000

Total Lake Region Human Service Center 2.5 $ 428,550 $ 99,550 $ 528,100

Northeast Human Service Center:
Regional intervention services 4 $ 346,597 $ 26,088 $ 372,685

administrator, seriously mentally ill
case manager 11, registered nurse III,
and alcohol and drug counselor I1
Short- and long-term psychiatric 200,000 200,000
hospitalization as a local alternative
to State Hospital placement

Seriously mentally ill residential 1,100,000 1,100,000
services to serve 32 additional
individuals

Psychiatric services with .5 FTE or .5 156,000 104,000 260,000
by contract

Seriously mentally ill clubhouse 150,000 150,000
project

Other staff services for seriously 2 99,510 99,510
mentally ill clients - Case manager
aides

Clinical psychologist II 1 56,680 56,680 113,360

Dual diagnosis program (mentally ill/ 4 106,361 159,541 265,902

mentally retarded)
Alcohol and Drug Services
Establish alcohol and drug treatment 1 $ 53,929 $ 23,112 $ 77,041
for developmentally disabled population
and expand alcohol and drug low-
intensity treatment through Grafton
outreach office

Add a case manager to provide followup 1 17,968 53,904 71,872
services for alcohol and drug clients

Expand alcohol and drug crisis residen- 120,000 120,000
tial services by the equivalent of 4 beds

Alcohol and drug counselor II 1 58,926 25,254 84,180

Expand Rhinelander coordinator position 5 33,608 11,203 44,811
from half time to full time plus program
expansion

Psychosocial club adjustment to reflect 10,000 10,000
higher costs of providing service

Add support services staff at the Ruth 2 89,548 89,548

Meiers Adolescent Treatment Center —

Total Northeast Human Service Center 17 $2,599,127 $ 459,782  $3,058,909

NOTE: When preparing the 1995-97 budget request, the_Northeast Human Service Center will include a
request to convert currently funded temporary and contracted staff to permanent state FTEs.

Southeast Human Service Center:
Provide case management services to 1 $ 40,467 $ 17,343 $ 57,810
severely chemically dependent/mentally
ill population in projected single room
occupancy facility and/or elsewhere—
One case manager II for the mentally ill
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1995-97 Biennium Estimated Cost

Increase funding for supportive apartments $ 15,000 $ 15,000
rent and/or deposits
Increase crisis residential services for 90,000 $ 10,000 100,000

seriously mentally ill and seriously
mentally ill/chemically dependent to 24-hour
coverage

Total Southeast Human Service Center 1 $ 145,467 $ 27343 $ 172,810
South Central Human Service Center:
Addition of alcohol and drug case managers 2 $ 135,000 $ 30,000 $ 165,000
for long-term addicts
Addition of parent aides 2 70,000 15,000 85,000
Addition of seriously mentally ill case 1 67,500 15,000 82,500
manager
Addition of representative payee services 7,000 7,000
Addition of a 10-bed long-term seriously 500,000 100,000 600,000
mentally ill residential facility
Increase funding for psychosocial center 50,000 50,000
Increase in transportation to meet the 20,000 20,000
needs of clients
Contracted psychiatric time (equivalent of 90,000 70,000 160,000
S5 FTE) _
Total South Central Human Service Center 5 $ 939,500 $ 230,000 $1,169,500
West Central Human Service Center:
Counselor aide to assist addiction clients 2 $ 80,000 $ 80,000

who have special needs (e.g., brain trauma,
organic brain syndrome, chronic addiction,
etc.), 1 to be located at West Central
Human Service Center and 1 at Standing
Rock Indian Reservation
Registered nurse for additional consul- 1 74,500 74,500
tation/education at long-term care
facilities and case management of gero-
psychiatric cases

Residential services (6 beds) for 280,000 $ 90,500 370,500
emotionally disturbed late adolescents/
young adults
Additional money management services 30,000 30,000
Additional medication assistance . 10,000 10,000
Total West Central Human Service Center 3 $ 474,500 $ 90,500 $ 565,000
Badlands Human Service Center:
.5 FTE nurse $ 33,418 $ 33,418
Additional staffing for crisis bed 12,000 12,000
1 FTE sexual abuse treatment specialist 80,182 80,182
Protective payee - Contract 32,000 32,000
Long-term care - 8 beds 289,000* 289,000
Psychosocial enhancement __ 50,000 50,000
Total Badlands Human Service Center 0 $ 496,600 $ 0 $ 496,600

* Some of these costs would be offset by direct client payments to the provider. If possible, this would be a
contract with a private, nonprofit organization.

Grand total - Regional human service centers 46.5 $6,666,972 $1,250,620 $7,917,592
Tour Groups Grand Forks (Friendship Place), Minot (Harmony

During the interim, the Budget Committee on Center), and Dickinson (Prairie Rose Activity Cen-
Government Services functioned as a budget tour ter); Heartview Foundation in Mandan; Dickinson
group of the Budget Section and visited the State State University; Dickinson Research Extension
Hospital; South Central Human Service Center; West Center; and other private mental illness and chemi-
Central Human Service Center; Northeast Human cal dependency provider facilities. The committee
Service Center; North Central Human Service Cen- heard about institutional needs for major improve-
ter; Badlands Human Service Center; the psychosocial ments and problems institutions or other facilities
rehabilitation centers in Jamestown (Progress En- may be encountering during the interim. The tour
terprises), Bismarck (Dacotah Learning Center), group minutes are available in the Legislative Coun-
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cil office and will be submitted in report form to the
Appropriations Committees during the 1995 legisla-
tive session.

Other Reports

During the committee’s review of the Heartview
Foundation’s alcohol and drug abuse treatment ser-
vices, the committee learned that the Heartview
Foundation’s facility is approximately 60 percent
vacant and that Heartview has been attempting to
attract an organization to occupy the space with
programs compatible to Heartview’s. The committee
learned that Heartview, in order to better serve its
clients and to be more accessible, is opening branch
offices in Hazen and Bismarck. The committee also
learned that the Heartview Foundation is interested
in providing cooperative services with the state of
North Dakota to better serve North Dakota resi-
dents.

The committee reviewed the Department of Hu-
man Services case management fees for seriously
mentally ill treatment programs and other programs.

The committee heard other reports from mental
health advocacy groups, private providers, and cli-
ents on services for the mentally ill and chemically
dependent in North Dakota. Major needs and con-
cerns expressed in the reports include:

1. Concern regarding the reduction in services to
the seriously mentally ill that may occur due to
the Department of Human Services targeted six
percent savings during the 1993-95 biennium.

2. Concern regarding the shifting of funding to
other department needs by the Department of
Human Services of moneys provided by the
Legislative Assembly for mental health ser-
vices.

3. Concern regarding a proposed unified budget
for the Department of Human Services for the
1995-97 biennium which may result in less
accountability by the department. The unified
budget would consolidate the State Hospital,
Developmental Center, and human service cen-
ters into one appropriations subdivision and
would allow the department to shift funds from
one entity to another.

4. The need for additional outreach services.

5. Theneedtogivelocal human service centers the
flexibility to spend funds to meet the individual
needs of clients.

Recommendation

The committee recommends House Concurrent
Resolution No. 3002 to direct the Legislative Council
tomonitor the continued development of a continuum
of services for the mentally ill and chemically depen-
dent, including changes in the role of the State
Hospital, expanded community services, and a re-
view of the clubhouse projects in Minot and Grand
Forks. The clubhouse project review portion of this
recommendation is explained in the following section
of this report.

CLUBHOUSE PROJECT REVIEW
Section 21 of 1993 House Bill No. 1002 provided
that, during the 1993-95 biennium, the Department
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of Human Services was to conduct or contract for a
review of the clubhouse project in Minot to determine
the effectiveness of the program. The section further
provided that the department, by July 1, 1994, was to
report to the Legislative Council or its designated
committee on the effectiveness of the project and to
provide recommendations regarding the continua-
tion or expansion of funding for the project for the
1995-97 biennium.

Background

Clubhouse projects provide seriously mentally ill
individuals the opportunity to work in an accepting
and supporting atmosphere to rebuild self-confidence,
work, and social skills. The individual selects a work
unit in which the person will work with other mem-
bers and staff. Potential work units of clubhouse
projects are the maintenance unit, clerical unit, re-
source unit, business unit, restaurant/snack bar unit,
and others. Anindividual can progress from a work
unit to transitional employment in which the indi-
vidual may work approximately 20 hours per week
for up to six months, to supported employment, and
finally to full-time employment, if appropriate.

In North Dakota, the clubhouse project began
during the 1991-93 biennium. The 1991 Legislative
Assembly appropriated $150,000 from the general
fund to begin a clubhouse demonstration project in
Minot on October 1, 1991. The clubhouse project in
Minot was developed as a program of the Harmony
Center (a psychosocial rehabilitation center) and
provides prevocational skills training for seriously
mentallyillindividuals. The clubhouse project trains
individuals through a work environment in kitchen
and clerical skills to prepare them for employment.

The 1993 Legislative Assembly, in House Bill No.
1002, appropriated $150,000 from the general fund
to continue the clubhouse project for the 1993-95
biennium in Minot and appropriated $75,000 from
the general fund to begin a clubhouse project in
Grand Forks for the second year of the 1993-95
biennium. The Grand Forks clubhouse project is
planned to be developed at the Friendship Place, the
psychosocial rehabilitation center in Grand Forks.

Each regional human service center operates a
psychosocial rehabilitation center through contracts
with private, nonprofit organizations. The purpose
of the psychosocial rehabilitation centers is to pro-
vide companionship and offer recreational activities
for individuals with serious mental illness.

Review by the Department of Human
Services

To conduct the clubhouse project review, the De-
partment of Human Services created a Clubhouse
Project Review Oversight Task Force made up of
representatives from the central office of the Depart-
ment of Human Services, the regional human service
centers, and the psychosocial rehabilitation centers.
The department, through its task force, contracted
with Dr. Gary Bond of Purdue University, India-
napolis, Indiana, to conduct the clubhouse project
review whichincluded an evaluation of the clubhouse
project in Minot and comparative evaluations of the
programs operated at Friendship Place in Grand



Forks and Progress Community Center, which is the
psychosocial rehabilitation center in Jamestown.

The committee encouraged the Department of
Human Services, inits review of the clubhouse project,
to include a cost analysis comparison of participants
in partial care, day treatment, or other programs to
the cost analysis of the clubhouse project in Minot
and other psychosocial rehabilitation centers included
in the study.

Consultant Evaluation and
Recommendations

The consultant’s review included evaluating cli-
ents at the Harmony Center and North Central
Human Service Center in Minot, Friendship Place
and Northeast Human Service Centerin Grand Forks,
and Progress Community Center and the South Cen-
tral Human Service Center in Jamestown. The
evaluation involved staff of the human service cen-
ters and psychosocial rehabilitation centers and 471
clients in Minot, Grand Forks, and Jamestown, of
which 271 were interviewed.

The consultant’s conclusions of the clubhouse evalu-

ation included:

1. The psychosocial rehabilitation centers serve a
very disabled population, generally more dis-
abled than human service center clients not
participating in the psychosocial rehabilitation
center programs.

2. All three psychosocial rehabilitation centers
provide the principles of psychosocial rehabili-
tation centers and serve important functions
not duplicated within human service centers.

3. Both the psychosocial rehabilitation centers
and the human service centers have an impact
on client outcomes, but the impact may not be
seen over a short period of time.

4. Psychosocial rehabilitation center members
have outcomes as good as or better than clients
receiving human service center services only.

5. Outcomes for Harmony Center members dif-
fered little from those of the other two
psychosocial rehabilitation centers (Friendship
Place in Grand Forks and Progress Community
Center in Jamestown).

6. Harmony Center’s vocational services have been
disappointing:

a. Compared to expectations for the clubhouse
model, Harmony Center has done relatively
little to facilitate entry into competitive em-
ployment for its members.

b. Harmony Center apparently does not have
systematic ways to help members keep com-
munity jobs.

¢. Harmony Center’s prevocational work units
have not demonstrated their utility.

7. Harmony Center has departed from clubhouse
standards as articulated by Fountain House which
establishes standards for clubhouse centers.

8. Program costs for all North Dakota psychosocial
rehabilitation centers are exceedingly modest
by national standards. The following schedule
presents the estimated state costs per client per
day at the psychosocial rehabilitation centers
included in the evaluation:
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Harmony Center $11.28
Friendship Place $12.83
Progress Community Center $ 6.09

9. The level of interagency cooperation between
psychosocial rehabilitation centers and human
service centers needs to be improved.

During 1993, none of the psychosocial rehabili-
tation centers attracted many new members
who began attending on a regular basis.
Psychosocial rehabilitation centers appear to
be selective in whom they attract.

The consultant’s recommendations resulting from
the clubhouse project review include:

1. The clubhouse programs at Minot and Grand
Forks should be continued for sufficient time to
allow for a fair test of the adequate implemen-
tation of the clubhouse model in North Dakota.

2. Each local psychosocial rehabilitation center
and human service center, in consultation with
staff from the Division of Mental Health Ser-
vices, should establish performance standards
for evaluating the success of the clubhouse.

3. The clubhouse model should not be expanded
beyond Minot and Grand Forks until the model
has proven itself in North Dakota.

4. Budgeting for the psychosocial rehabilitation
centers should be tied closely to program objec-
tives.

5. The psychosocial rehabilitation center model
should be continued in North Dakota.

6. The psychosocial rehabilitation centers should
examine their policies about how actively they
seek out new members and if all clients feel
equally welcome. Human service centers should
examine their referral policies to psychosocial
rehabilitation centers.

7. Psychosocial rehabilitation centers should con-
sider expanding the role of clients as paid staff
members.

8. The Harmony Center should request a site visit
from Fountain House to enhance the center’s
attainment of clubhouse standards.

9. Harmony Center should develop systematic

ways to help members keep community jobs.
The Division of Mental Health Services and the
psychosocial rehabilitation centers should con-
tinue efforts to collect, analyze, and report pro-
gram evaluation data on an ongoing basis.
The Division of Mental Health Services should
continue to explore other employment models,
especially those that avoid prevocational work
units.
The Division of Mental Health Services should
facilitate ways to increase the cooperation be-
tween the psychosocial rehabilitation centers
and the regional human service centers.

10.

10.

11.

12.

Department of Human Services
Recommendation
The Department of Human Services Clubhouse
Review Oversight Task Force recommended that the
clubhouse programs at Minot and Grand Forks be
continued for sufficient time to allow for a fair test of
the adequate implementation of the clubhouse model



in North Dakota and that proper and adequate fund-
ing be provided for the two clubhouse projects as well
as the psychosocial rehabilitation centers in all eight
regions.

Other Reports
The committee heard other reports from mental
health advocacy groups, private providers, and cli-
ents on the effectiveness of the clubhouse project.
Comments, concerns, and needs expressed include:

1. The clubhouse project in Minot has been effec-
tive in reducing hospital stays for the mentally
ill in the Minot area who attend the clubhouse
project.

2. There is a need for a Fountain House site visit
at the Harmony Center’s clubhouse project.

3. Potential funding reductions or elimination of
funding for the clubhouse projects for the 1995-
97 biennium in the human service center bud-
get requests are concerns.

4. The clubhouse evaluation did not include a
comparison between the cost of partial care
programs at human service centers to the club-
house project costs as requested by the commit-
tee.

5. Although the report indicates that the Har-
mony Center’s clubhouse project is not succeed-
ing in placing individuals in employment, other
benefits are received by the mentally ill in-
volved in the clubhouse project, including im-
proved self-esteem and self-worth.

Recommendations

The committee recommends that the Legislative
Assembly continue the clubhouse programs at Minot
and Grand Forks for sufficient time to allow for a fair
test of the adequate implementation of the clubhouse
model in North Dakota and provide proper and ad-
equate funding for the two clubhouse programs and
the eight psychosocial rehabilitation centers.

The committee recommends, as part of the study
resolution (House Concurrent Resolution No. 3002)
to monitor services for the mentally ill and chemi-
cally dependent during the 1995-96 interim referred
to earlier in this report, a review to determine the
effectiveness of the clubhouse projects in Minot and
Grand Forks and the desirability of developing club-
house programs in other regions in the state.

HUMAN SERVICE CENTERS FUNDING
FORMULA

Section 24 of 1993 House Bill No. 1002 provides
that the Department of Human Services, during the
1993-95 biennium, study and develop alternatives
for a formula to allocate funding to human service
centers and to periodically report to the Legislative
Council or its designated committee on its findings
and recommendations.

Background
The following schedule presents how the Legisla-
tive Assembly has historically appropriated funds to
the human service centers:

Biennium

1993-95 and
1991-93

1989-91
1987-89
1985-87

Human Service Centers’ Appropriations

Included as a separate subdivision of the Department of Human Services appropriations
bill. The appropriations for the eight regional human service centers were consolidated
into one appropriation subdivision; however, the budget was built on the past expenditures
of each center plus increments based on each center’s identifiable needs. The Legislative
Assembly, through legislative intent, did make specific changes identifiable to each center.

Included within the Department of Human Services consolidated appropriation;however,
the budgets were built on the past expenditures of each center plus increments based on
each center’s identifiable needs. The Legislative Assembly, through legislative intent, did

1983-85

1981-83

make specific changes identifiable to each center.

Included a separate subdivision for each human service center. The budget request and

appropriation were based on the individual needs of each center.

The 1993 Legislative Assembly considered various
human service center allocation formulas; however,
none of the formulas were adopted. The formulas
considered were based on the Department of Human
Services originally proposed formula that determined
funding levels by assigning various percentages to the
following factors for each human service center: popu-
lation, population under the poverty level, outreach
services, population density, client caseload, and es-
sential services.

Human Service Center Funding Formula
Alternatives Developed by the Department of
Human Services

The Department of Human Services organized a
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committee consisting of representatives of the re-
gional human service centers, the Developmental
Center at Grafton, the State Hospital, and vocational
rehabilitation. The task force recommended that the
formula be kept simple and that the following factors
be included in the formula:

1. A minimum allocation for each region.

2. The population of each region.

3. The number of people living in poverty in each

region.

The committee considered the following four alter-
native funding formulas developed by the
department’s task force:

1. Formula No. 1 includes factors of population,

population living in poverty, outreach, density



per square mile, unduplicated clients, and es-
sential services (the same formula proposed by
the department during the 1993 Legislative
Assembly).

2. FormulaNo. 2includes a population factor only.

3. Formula No. 3 includes a population factor of 50
percent and a population living in poverty fac-
tor of 50 percent.

4. FormulaNo. 4 includes a population factor of 75
percent and a population living in poverty fac-
tor of 25 percent.

Current
Human 1993-95 Biennium
Service Center Funding Formula 1
Northwest $ 6,689,309 $ 6,732,584
North Central 8,962,292 9,366,513
Lake Region 6,103,270 7,031,018
Northeast 12,316,459 11,363,141
Southeast 13,208,835 12,667,573
South Central 8,534,437 8,418,628
West Central 13,051,141 12,612,552
Badlands 6,877,778 7,551,512
Total $75,743,521 $75,743,521

Upon an analysis of the funding formula alterna-
tives, the committee determined that:

1. Formula No. 1 most closely resembles current

budgets.

2. Formula No. 2 reduces funding for the four more
rural regions and provides more funding to the
four more urban regions.

3. Using poverty as a factor in Formula Nos. 3 and
4 mitigates the effect of a pure population for-
mula as in Formula No. 2.

The department’s task force recommended to the
committee that the formula be kept simple, that it
include a minimum allocation for each region, and
that it include a factor for population and poverty.

The committee reviewed a plan to phase in over two
bienniums Formula No. 3 which includes a population

Formula No. 3
(50 Percent Population and

50 Percent Poverty Factors)

Annual
Increase
(Decrease)
for

Human Service Center Four Years
Northwest - Williston $(201,047)
North Central - Minot 95,993
Lake Region - Devils Lake 148,544
Northeast - Grand Forks (82,638)
Southeast - Fargo 56,316
South Central - Jamestown (72,192)
West Central - Bismarck 64,707
Badlands - Dickinson (9,683)
Total $ 0

In addition to the formula distribution, a mini-
mum allocation of $2.5 million is provided to each
human service center under each of the alternatives
and each alternative includes “set asides” that were
not included in the formula. The “set asides” are
programs unique to a human service center or for
human service center programs that have a state-
wide impact.

The following schedule provides a comparison of
the funding that would have been provided to each
human service center had the various formulas been
in effect for the 1993-95 biennium:

Funding That Would Have Been Provided Had the
Following Formula Been in Effect for the 1993-95 Biennium

Formula 2 Formula 3 Formula 4
$ 5,028,800 $ 5,080,929 $ 5,054,865
9,772,887 9,730,236 9,751,561
6,059,465 7,291,619 6,675,542
12,288,014 11,655,351 11,971,683
14,619,021 13,659,362 14,139,192
7,727,058 7,956,902 7,841,980
13,689,643 13,568,798 13,629,220
6,558,633 6,800,324 6,679,478
$75,743,521 $75,743,521 $75,743,521

factor of 50 percent and a poverty factor of 50 percent
and proposed Formula No. 4 which includes a popula-
tion factor of 75 percent and a poverty factor of 25
percent. At the committee’s request to consider an
option of phasing in the formulas, the department
developed a phasein plan that would provide consistent
increases or decreases over four years for each human
service center depending on the impact of the formula.
Regions 1, 4, 6, and 8 (Williston, Grand Forks,
Jamestown, and Dickinson) under both formulas would
experience funding reductions while Regions 2, 3, 5, and
7 (Minot, Devils Lake, Fargo, and Bismarck) would
receive funding increases. The schedule below presents
the increases (decreases) to current 1993-95 biennium
funding for each human service center under the phasein
plan for Formula No. 3 and Formula No. 4:

Formula No. 4
(75 Percent Population and

25 Percent Pove Factor

Annual

Cumulative Increase Cumulative
Four-Year (Decrease) Four-Year

Increase for Increase
(Decrease) Four Years (Decrease)
$(804,190) $(204,305) $(817,223)

383,971 98,659 394,634

594,174 71,534 286,136
(330,554) (43,097) (172,388)

225,264 116,295 465,179
(288,767) (86,557) (346,228)

258,829 72,259 289,040
(38,727) (24,788) (99,150)

$ 0 0 0
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The Department of Human Services recommended
that the factors of population and poverty be taken
into account as benchmarks against which to judge
the equity of funding among regions, rather than
instituting a statutorily mandated formula. How-
ever, if the Legislative Assembly chooses to adopt a
formula, the Department of Human Services recom-
mended that the phasein period be extended beyond
four years to ease the impact on the regions that
would lose funding.

Other Reports

The committee reviewed other states’ systems of
allocating funding between state hospitals and local
mental health programs. The committee learned
that South Dakota and Minnesota provide separate
appropriations for their state hospital operations
and for local mental health centers while Montana
provides one appropriation for both the State Hospi-
tal and local mental health centers.

The committee heard reports from representa-
tives of the human service centers regarding the
proposed funding formulas. Comments made in-
clude:

1. Although thereis merit in using population and
poverty factors as benchmarks against which to
judge funding equity among regions, a man-
dated formula is not needed.
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2. The responsibility and authority for the alloca-
tion of state resources rests with the Legislative
Assembly; therefore, any allocation formula
would restrict the Legislative Assembly’s abil-
ity to appropriately fund service priorities for
all residents of the state.

3. A formula may not include all the variables
affecting allocations of resources.

4. Concern was expressed regarding the level of
services which would be provided in a region
that would be adversely affected by a funding
formula and how needed services in those re-
gions would be provided.

Recommendation

The committee recommends that the proposed
human service center funding formulas be rejected
and that the Department of Human Services, the
executive budget office, and the Appropriations Com-
mittees analyze the human service center budget
requests using a needs assessment process that in-
cludes a comparison of the needs of persons in the
eight regions, current services available from all
sources, and the level of services needed to meet the
unmet needs in each region and that the Legislative
Assembly should attempt to provide funding to hu-
man service centers to make basic and essential
services available and accessible in each region.



BUDGET COMMITTEE ON HOME AND COMMUNITY CARE

The Budget Committee on Home and Community
Care was assigned four study areas. Senate Concur-
rent Resolution No. 4048 directed a study of the long-
term care needs of veterans with an emphasis on the
use of state and other existing facilities for providing
long-term care for veterans. House Bill No. 1032
directed the Department of Human Services to study
the nursing home property cost reimbursement sys-
tem and report periodically to the Legislative Council
on the progress of the study and any findings and
recommendations. The Legislative Council assigned
responsibility for receiving these reports to the com-
mittee.

Sections 19 and 20 of 1993 House Bill No. 1002
required the Department of Human Services to de-
velop a ratesetting system for basic care facilities and
report to an interim committee regarding the
department’s recommendations for the system to be
implemented on July 1, 1995. Section 25 of 1993
House Bill No. 1002 directed the Department of
Human Services to develop, during the 1993-95 bien-
nium, a management information system to accumu-
late information for presentation to members of the
1995 Legislative Assembly regarding the costs and
utilization of the service payments to the elderly and
disabled (SPED) program. The Legislative Council
assigned the study responsibility for these two areas
to the committee.

Committee members were Senators Aaron Krauter
(Chairman), John Andrist, Bill L. Bowman, Elroy N.
Lindaas, and Harvey Sand and Representatives
Audrey Cleary, James O. Coats, William E. Gorder,
Howard Grumbo, Dale L. Henegar, and Robert
Huether.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

STUDY OF VETERANS’ LONG-TERM CARE
NEEDS

Senate Concurrent Resolution No. 4048 directed a
study of the long-term care needs of veterans with an
emphasis on state and other existing facilities that
could be used for providing long-term care for veter-
ans. Some of the reasons cited for the study were the
increased life expectancy and the need for home and
institutional services for approximately 64,000 North
Dakota veterans, the current Veterans Home in
Lisbon has a capacity of 150 beds and a waiting list
for admittance, alternatives to long-term nursing
home care for veterans exist including respite care,
basic care, and congregate care, and the state has a
number of facilities that may be better utilized by
providing long-term care to veterans.

Background

1993 Legislative Assembly Considerations
During the 1993 Legislative Assembly several
bills were considered relating to long-term care for
veterans—Senate Bill Nos. 2090, 2091, 2092, and
2272. These bills would have provided for a western
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North Dakota veterans’ home, an additional 20 skilled
nursing care beds at the Veterans Home in Lisbon,
the statutory establishment of a veterans’ home in
western North Dakota at a location to be determined
by the Administrative Committee on Veterans Af-
fairs, and the placement of the Cedar Grove building
at the Developmental Center at Grafton under the
control of the Administrative Committee on Veter-
ans Affairs to be used as part of the veterans’ home.
These bills were not approved and additional study
was recommended.

Related Statutory Provisions

North Dakota Century Code (NDCC) Section 37-
18.1-01 provides for the establishment of an Admin-
istrative Committee on Veterans Affairs consisting
of three ex officio nonvoting members and 15 voting
members. The ex officio members are the Adjutant
General, the center director of the Veterans Admin-
istration, and the executive director of Job Service
North Dakota. The 15 voting members are appointed
by the Governor for three-year terms, consisting of
three members representing each of the following
five organizations:

The American Legion.

Veterans of Foreign Wars.

Disabled American Veterans.

Veterans of World War II, Korea, and Vietnam
(AMVETS).

5. Vietnam Veterans of America.

Administrative Committee on Veterans Affairs
responsibilities include:

1. Formation of a subcommittee responsible for
supervision and governance of the Veterans
Home.

2. Formation of a subcommittee responsible for
supervision and governance of the Department
of Veterans Affairs.

3. Appointment of the commandant of the Veter-
ans Home and the commissioner of the Depart-
ment of Veterans Affairs.

4. The presentation of matters needing attention
and action to appropriate state boards, agen-
cies, and departments and the North Dakota
Veterans Coordinating Council.

North Dakota Century Code Chapter 37-15 re-
lates to the establishment of the Veterans Home in
Lisbon and includes the following:

1. A requirement that the Veterans Home is to
provide domiciliary and long-term care for eli-
gible veterans and spouses.

2. Provision for supervision of the Veterans Home
by the Administrative Committee on Veterans
Affairs.

3. Establishment of Veterans Home admission
requirements, which include that a person be a
resident of North Dakota and that the person
meet the requirements of the Administrative
Committee on Veterans Affairs and be approved
by the board of admissions of the Veterans
Home. Veterans’ spouses may be admitted.

4. Establishment of the following priority listing
for Veterans Home admissions when a waiting
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list for admission is necessary:

a. Veteranswithservice-connected disabilities.

b. American ex-prisoners of war.

c. Wartime veterans with nonservice-connected
disabilities.

d. Wartime veterans.

e. Discharged North Dakota National Guard
members who became disabled in the line
and discharge of duty.

f. Veterans with nonservice-connected disabili-
ties.

g. Veterans.

h. Spouses.

i. Surviving spouses.

1991 Veterans Home Addition

The 1989 Legislative Assembly authorized the
issuance of bonds for an addition to the Veterans
Home for a 38-bed nursing home wing and other
improvements at a total cost of $3.6 million, financed
with $1.4 million of bonds and $2.2 million from a
United States Veterans Administration state home
grant. The facility was constructed during the 1989-
91 biennium, opened in November 1991, and has a
related debt balance of approximately $1.2 million.
The facility houses 38 residents in a skilled nursing
home setting, and all beds are occupied. In October
1994, 111 of the 112 basic care beds at the Veterans
Home in Lisbon were occupied.

Veterans Home Funding

The 1993-95 appropriation for the Veterans Home
totals $6.2 million, of which $2.45 million is from the
general fund. A total of 77.31 full-time equivalent
(FTE) positions are authorized for the 1993-95 bien-
nium. The sources of funding for the operation of the
basic care part of the facility are from Veterans
Administration funds, patient collections, and gen-
eral fund appropriations. Sources of funding for the
operation of the skilled nursing unit are from federal
Veterans Administration funds, Medicare, Medicaid,
and patient collections.

The Veterans Administration pays a per diem for
the care of needy veterans. The current rateis $15.11
per day for care in the basic care unit and $35.37 per
day for nursing home care. These rates are adjusted
annually and are uniform throughout the nation.

State and Federal Requirements for
Veterans’ Homes

The committee was informed of the following items

regarding veterans’ homes:

1. Certificate of Need. The 1993 Legislative
Assembly amended NDCC Chapters 23-01 and
23-17.2 to provide the State Health Council
with specific authority to regulate the expan-
sion of long-term care facilities and services
through the certificate of need process. This
authority includes the expansion of services or
the physical plant of a long-term care facility or
any conversion of beds from any license or
category to any other category of long-term
care. A provision of Chapter 23-17.2 was re-
pealed which had previously exempted state
agency construction projects that were estab-
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lished through legislative procedure from the
certificate of need requirements.

2. Veterans’ Per Diem. The United States Vet-
erans Administration has established a “state
home program” providing per diem payments
as assistance for veterans in recognized state
facilities for basic and nursing home care. The
payments are the same throughout the nation,
are needs based, and are adjusted annually. To
expand the number of individuals eligible for
the state home program, the state is required to
petition the Veterans Administration for ap-
proval to expand coverage. These payments are
only available to veterans receiving services in
facilities identified as a state veterans’ home or
a unit of a state veterans’ home. The current
payments are $15.11 per day for basic care and
$35.37 per day for skilled care.

Veterans’ per diem payments are available to
alimited number of veteransin veterans’ homes,
up to approximately four percent of the total
veteran population in the state. North Dakota
has approximately 64,000 veterans and a four
percent limit would allow for a maximum of 256
veterans to be eligible for per diem payments,
unless a waiver is obtained. Currently, there
are 150 veterans’ home beds in North Dakota
and an additional 106 beds could be approved
without exceeding the Veterans Administra-
tion limit. Representatives of the Veterans
Home indicated a request to increase the limit
would probably be approved if the need were
established.

3. Veterans’ State Home Grant Program. The
United States Veterans Administration also
has a grant program for construction of state
home facilities which assists states in construct-
ing or acquiring state home facilities for
domiciliary, nursing home, or hospital care by
providing a grant of up to 65 percent of the
estimated cost of the facility, including equip-
ment. The state must apply for these funds, the
funds are limited, and funds are available on a
competitive basis. Funding for a state project
could possibly receive federal funding for the
1995-96 federal fiscal year.

Long-Term Care Work Group

The Department of Human Services and the De-
partment of Health and Consolidated Laboratories
formed a long-term care work group to review long-
term care needs of the citizens of North Dakota and
develop recommendations for the provision of future
services. The work group’s participants included
representatives from the American Association of
Retired Persons, Silver-Haired Education Associa-
tion, Office of Indian Affairs, University of North
Dakota Research Center for Gerontology, Depart-
ment of Human Services, Department of Health and
Consolidated Laboratories, North Dakota County
Social Service Board Directors Association, Univer-
sity of North Dakota Office of Rural Health, North
Dakota Long Term Care Association, North Dakota
Hospital Association, and North Dakota Administra-
tive Committee on Veterans Affairs.



The long-term care work group’s recommenda-
tions were adopted by the State Health Council and
are summarized as follows:

1. Nursing facility beds

— Additional nursing facility beds will not be

approved for licensure or certification un-
less capacity within that region of the state
falls below 60 nursing facility beds per 1,000
population age 65 and above.

2. Basic care beds

— Additional basic care beds may be approved

based upon the relative needs and merits of
each proposal.

— Approvals for additional basic care bed ca-
pacity may not exceed five percent of the
statewide total of licensed basic care beds in
any six-month period.

Existing nursing facilities will be permitted

to convert beds to basic care if the need for

basic care beds is demonstrated through the
certificate of need process.

— Preference will be given to applications from
regions of the state with basic care bed ca-
pacities of less than the statewide maximum
standard of 15 beds per 1,000 elderly popu-
lation.

— The statewide bed capacity cannot exceed 15
basic care beds per 1,000 elderly population.

— The department will use North Dakota State
University Census Data Center population
projections, based upon 100 percent of the
1980-90 migration rates, as the basis for
determining bed capacity to population ra-
tios.
Facilities not licensed as hospitals or long-
term care facilities, found to be operating as
basic care facilities by the department prior
to January 1, 1995, may be permitted to be
licensed as basic care facilities if the need for
basic care beds is demonstrated through the
certificate of need process.

Testimony

Veterans’ Testimony

Representatives of the North Dakota Administra-
tive Committee on Veterans Affairs testified that
they supported, in priority order, the establishment
of a veterans’ basic care facility in western North
Dakota, a veterans’ facility at the Cedar Grove facil-
ity in Grafton, and a 20-bed addition to the nursing
home unit at the Veterans Home in Lisbon. Veteran
service officers from western North Dakota testified
in support of a veterans’ facility in western North
Dakota.

North Dakota Long Term Care Association
Testimony

Representatives of the Long Term Care Associa-
tion, including nursing home operators, testified in
opposition to additional nursing care beds in North
Dakota. Reasons for the opposition include that
North Dakota far exceeds the national average for
nursing care beds per 1,000 of elderly persons and
state funds are insufficient for existing nursing homes.
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As an alternative it was suggested the United States
Department of Veterans Affairs be encouraged,
through its community nursing home contract pro-
gram, to contract with existing nursing homes to
provide care to veterans as a cost-effective and flex-
ible method of meeting the long-term care needs of an
aging veteran population. This alternative, it was
suggested, could provide veterans long-term care
close to their homes and families and utilize existing
nursing homes. There are currently 200 vacant beds
at nursing homes in North Dakota and nursing homes
statewide have a 96 percent occupancy rate. This
compares with an 85 percent occupancy rate for basic
care facilities.

Nursing home administrators testified against
expansion of the nursing care unit at the Veterans
Home in Lisbon because of the availability of vacant
nursing home beds in surrounding community nurs-
ing homes and problems those facilities were already
experiencing in recruiting staff.

State and Other Existing Facilities

Cedar Grove Building

The committee received information regarding
the possible use of state and other existing facilities
for long-term care for veterans. The committee toured
the Cedar Grove building at the Developmental Cen-
ter in Grafton and received information from the
Department of Human Services regarding the poten-
tial costs of operating the facility as a veterans’
nursing care facility. The Department of Human
Services presented information that to convert the
Cedar Grove building to a 60-bed nursing care facil-
ity would result in operating costs of approximately
$4.5 million per biennium funded as follows:

Cedar Grove Proposed Nursing Care Facility

Funding Source Amount
Private pay (42% of residents) $1,280,638
Veterans’ payments 1,084,242
Federal Medicaid funds 483,906
State general fund 1,638,528
County Medicaid matching funds __ 26,276
Total biennial operating costs $4,513,590

State Hospital

The Budget Committee on Government Services,
as part of its study responsibilities, toured the State
Hospital and reviewed its buildings for possible al-
ternative uses, including a veterans’ home. It was
reported to the committee that because of excessive
costs to remodel buildings for use as a veterans’
home, the Budget Committee on Government Ser-
vicesrecommended further consideration not be given
to the use of State Hospital buildings as a veterans’
home.

Alternative Veterans’ Basic Care Facilities
The committee determined the appropriate level
of care to be provided in any additional veterans’
facilities should be limited to basic care. At the
request of the committee, representatives of the Vet-
erans Home provided cost estimates for a new 60-bed
western veterans’ basic care home and a 60-bed basic



care veterans’ facility at the Cedar Grove building at committee believes $3 million represents a more

the Developmental Center in Grafton. The commit- appropriate cost estimate.

tee reduced the cost estimate for a western facility The following is a summary of the projected costs
from $5,039,992 proposed by the Veterans Home to of the 60-bed western veterans’ home and the 60-bed
$3 million as part of its recommendations. The Cedar Grove facility:

Facility Construction/Alteration Costs

Cedar
Grove
i - Facilit
1995-97 1995-97
Biennium Biennium
Cost details:
Building costs/ Based on $50,000/bed $ 200,000
alterations for a 60-bed unit
Site development
Major equipment
(laundry and kitchen)
Small equipment
(beds, desks,
tables, etc.) - -
Total construction $3,000,000 $ 200,000
costs including - -
equipment
Funding sources:
65% state home $1,950,000 $ 130,000
grant - Veterans
Administration
35% state matching 1,050,000 70,000
funds - Loan from
veterans’ postwar
trust fund —_— _
Total $3,000,000 $ 200,000
Construction of a new facility could begin early in separate entrance.
the 1995-97 biennium and could be completed with
the facility operational on July 1, 1997. Renovations/ Startup Costs
alterations of the Cedar Grove facility are estimated These costs would allow for the oversight of con-
to cost between $150,000 to $200,000. Possible alter- struction for a new facility, recruitment of staff, and
ations include installation of therapy tubs and a staff training prior to a facility opening:
New
60-Bed Cedar
Facilit ors
1995-97 1995-97
Biennium Biennium
(Operational (Operational
July 1, 1997) July 1, 1996)
Detail:
Administrator - 24 months/ $ 88,351 $44,176
12 months
Director of nursing - 38,200 38,200
12 months
Total $126,551 $82,376
Funding sources:
65% state home grant - $ 82,258 $53,544
Veterans Administration
35% state matching funds - 44,293 28,832
Veterans’ postwar trust fund _—
Total $126,551 $82,376
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Biennial Operating Costs of a Veterans’ Basic Care Facility

New 60-Bed Facility Cedar Grove Facility
Daily Daily
Cost Per Cost Per
1997-99 Resident 1997-99 Resident
Biennium (60 Residents) Biennium (60 Residents)
Salaries and wages - $1,210,844 $27.65 $1,210,844* $27.65
21.8 FTEs
Operating expenses 484,395 11.06 484,395%* 11.06
Equipment 27,995 .64 27,995 .64
Loan principal and 163,577 3.73 0
interest payments - -
Total costs $1,886,811 $43.08 $1,723,234* $39.35
Funding sources: - - -
Veterans’ per diem $ 661,818 $15.11 $ 661,818 $15.11
Recipient payments 576,600 13.17 576,600 13.17
General fund _ 648,393 14.80 484.816 11.07
Total $1,886,811 $43.08 $1,723,234 39.35

* There is potential for savings in several areas including maintenance, food service, laundry, and utilities.
The amount of savings is unidentified and would be dependent upon contracts that would be established
with the Developmental Center.

Basic Care Facility Cost Summary

New 60-Bed F
1995-97
Biennium
Grand total of all $3,126,551*
estimated costs -
Funding sources:
Veterans Administration -  $2,032,258
State home grant
State matching funds - 1,094,293
Veterans’ postwar
trust fund
Veterans’ per diem
Recipient payments
General fund or other
state sources N
Total $3,126,551*

* Consists of construction and startup costs.

ili r Gr Facili
1997-99 1995-97 1997-99
Biennium Biennium Biennium
$1,886,811 $1,143,993** $1,723,234

$ 183,544

98,832
$ 661,818 330,909 $ 661,818
576,600 288,300 576,600
648,393 242,408 484,816
$1,886,811 $1,143,993** $1,723,234

** Consists of alteration costs ($200,000), startup costs ($82,376), and operating costs ($861,617) beginning

July 1, 1996.

Testimony Regarding a Western Veterans’
Home

The committee received testimony from represen-
tatives of several communities, the Department of
Health and Consolidated Laboratories, and veter-
ans’ organizations regarding alternative sites for a
veterans’ care facility.

Representatives of the Beach Western Veterans
Home Committee testified in support of locating the
western North Dakota veterans’ facility in the former
Golden Valley Hospital in Beach. Representatives
from the Crosby community also testified in support
oflocating a veterans’ home in Crosby. Other persons
also had an interest in the possibility of location of a
veterans’ home in their communities.

Representatives of the State Department of Health
and Consolidated Laboratories provided the commit-
tee withinformation regarding the structural changes
necessary to upgrade the former Golden Valley County
Hospital building in Beach to meet current nursing
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home standards. The committee learned the build-
ing lacks many of the areas necessary to support a
long-term chronic population, including handicapped
accessible bathrooms, congregate dining, activity
space, and an adequate ventilation system. Repre-
sentatives of the Veterans Home reviewed the Beach
facility and determined major structural changes
would be needed to meet Veterans Administration
requirements including new laundry and kitchen
facilities. In addition, Veterans Administration room
size requirements would limit the number of beds in
the building to between 12 and 14 beds. Another
concern is the potential for asbestos in the building
and the related removal costs.

Representatives of the North Dakota Long Term
Care Association and the Administrative Committee
on Veterans Affairs jointly reviewed some nursing
homes for the possibility of leasing a portion or all of
a home for use as a veterans’ nursing care wing. The
Administrative Committee on Veterans Affairs re-



viewed homes in Minot and Dickinson that might be
available for use as a veterans’ home. It was learned
one obstacle to converting an existing home is the
relocation of current residents to accommodate con-
verting to a veterans’ home. At the last committee
meeting, the Administrative Committee on Veterans
Affairs reported it was interested in continuing to
explore the possibility of converting an existing home
or wing for use as a basic care veterans’ home. The
facilities reviewed earlier were reviewed for use as a
nursing care facility and those homes may not be
available for use as a veterans’ basic care home.

Budget Tours

The committee toured the Developmental Center
in Grafton and the Veterans Home in Lisbon as its
budget tour responsibilities assigned by the chair-
man of the Budget Section. During the tour of the
Developmental Center, the committee toured the
Cedar Grove facility and learned that it is a 96-bed
facility, with 55 residents and is accessible by tunnel
to food services, laundry, health care, and therapy
services.

The committee learned the Grafton community
has received a grant to study the feasibility of alter-
native uses of buildings at the Developmental Cen-
ter, which have been prioritized as follows:

1. Veterans’ home/veterans’ satellite clinic.

2. Adaptive equipment center/light industrial

manufacturing.

3. Housing/residential/handicapped facility.

4. Alzheimer’s center/chronicbrain syndrome cen-

ter.

5. Food processing center.

6. Educational entity/professional services.

Individuals from the Grafton area testified in
support of using the Cedar Grove facility as a veter-
ans’ care facility or regional veterans’ medical center.

The committee learned there are approximately
42,000 veterans in northwestern Minnesota and
17,000 veterans in northeastern North Dakota, or
almost 59,000 veterans who could be served at a
Cedar Grove veterans’ medical center. As a result of
deinstitutionalization, a large number of the center’s
residents have been placed in community facilities
which has resulted in the availability of the Cedar
Grove building. The committee learned the original
cost of the Cedar Grove building was $2.9 million and
the June 30, 1994, undepreciated balance was ap-
proximately $1.5 million.

The committee learned the Veterans Home would
like authorization for an addition, including 20 skilled
nursing care beds, eight offices, and a laundry facil-
ity. These recommended facilities would be an addi-
tion to the existing 38-bed skilled nursing care unit.
The committee learned the case mix resident index
for the Veterans Home in October 1994 was 1.5, the
statewide average. The skilled nursing care unit has
a waiting list of between 40 to 50 persons. Approxi-
mately one-half of the residents at the Veterans
Home have substance abuse problems and many
residents have significant mental health and
psychosocial needs. The residents of the Veterans
Home receive medical services from the Veterans
Hospital in Fargo. Veterans Home residents, com-
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munity leaders, and veterans testified in support of
additional skilled nursing care beds at the Veterans
Home. The Veterans Home has requested, in its
1995-97 budget request, $447,000 from the Soldiers’
Home fund to upgrade the air-conditioning system at
the home.

Recommendations
The committee recommends Senate Bill No. 2033
regarding veterans’ basic care facilities summarized
as follows:

1. Western North Dakota Veterans' Home.
The bill authorizes the acquisition or construc-
tion of a western North Dakota veterans’ home
at a cost not to exceed $3 million, including up
to $1,050,000 from a loan from the veterans’
postwar trust fund and $1,950,000 from a Vet-
erans Administration state home grant.

2. Western Veterans' Home Site Selection.
The bill provides that the western veterans’
home site selection is to be determined by the
Administrative Committee on Veterans Affairs,
subject to either approval of the 54th Legisla-
tive Assembly or the Budget Section during the
1995-96 interim in the event a site cannot be
selected for consideration during the 1995 Leg-
islative Assembly.

3. Cedar Grove Facility. The bill provides for a
Cedar Grove basic care veterans’ home, includ-
ing renovations costing $200,000 with up to
$70,000 from a loan from the veterans’ postwar
trust fund and $130,000 from a Veterans Ad-
ministration state home grant. Startup costs of
$82,376 for the first year of the 1995-97 bien-
nium are appropriated, of which $28,832 is from
the veterans’ postwar trust fund and $53,544 is
from Veterans Administration state home grant
funds.

4. Cedar Grove Operations. The bill appropri-
ates a total of $861,617, of which $242,408 is
from the general fund, for operations of the
Cedar Grove basic care veterans’ home for the
second year of the 1995-97 biennium.

5. Cedar Grove Administrative Control. The
bill transfers administrative control of the Ce-
dar Grove building at the Developmental Cen-
ter from the Department of Human Services to
the Administrative Committee on Veterans Af-
fairs for use as a state basic care veterans’ home.

6. Western Veterans’ Home Site Selection
Criteria. Thebill provides authorization for an
additional veterans’ home in western North
Dakota with site selection to be based on the
following criteria:

a. Availability of adequate physician and medi-
cal services.

b. Distance from a regional Veterans Adminis-
tration medical facility.

c. Distance from a hospital other than a re-
gional Veterans Administration medical fa-
cility.

d. Availability of an existing facility that may
be renovated at a reasonable cost to meet
Veterans Administration standards.

e. Locationin an area wherethere are veterans



needing the services.
Availability of public transportation.
Availability of recreational and cultural ac-
tivities.
Availability of adequate fire protection.
Site compliance with existing zoning regula-
tions.
j- Lack of noise, chemical, and other hazard-
ous conditions.
k. Availability of community site incentives.

The committee expects the Administrative Com-
mittee on Veterans Affairs to select a site for a basic
care facility for veterans in western North Dakota
prior to the 1995 Legislative Assembly and to report
its site recommendation to the Legislative Assembly.
If a site cannot be selected for consideration during
the 1995 Legislative Assembly, the committee rec-
ommends that the site selection be subject to Budget
Section approval before acquisition or construction of
the facility begins.

S

PROPERTY COST REIMBURSEMENT
STUDY

House Bill No. 1032 (1993) directed the Depart-
ment of Human Services to continue its study of the
Medicaid property cost reimbursement system for
nursing homes which began during the 1991-92 in-
terim. The department was directed to continue a
nine-member advisory committee consisting of de-
partmental staff, at least three representatives of the
long-term care industry, and three legislative mem-
bers appointed by the chairman of the Legislative
Council.

Current Method of Property Cost
Reimbursement

Except for the provisions of 1993 House Bill No.
1032, nursing home property cost reimbursement is
based on depreciation of the cost of a facility limited
to the lowest of the following:

1. Current reproduction costs.

2. Price paid by the purchaser.

3. Fair market value of the facility.

4. Seller’s cost basis less accumulated deprecia-

tion plus recapture depreciation.

Current rules also provide for recapture of depre-
ciation reimbursement paid for Medicaid patients
since 1984 to the extent that the facility sold for more
than the undepreciated value of the facility.

1993 House Bill No. 1032

House Bill No. 1032 provided an exception to the
current reimbursement methods discussed earlier
for five facilities purchased between July 1, 1985, and
January 1, 1991. These facilities’ basis for deprecia-
tion purposes is not limited by the previous owner’s
cost basis but instead real property depreciation
reimbursement is based upon current reproduction
cost of the assets depreciated on a straight line basis
over the assets’ useful lives to the date of acquisition
by the buyer and increased by one-half of the percent-
age increase in the consumer price index from the
date of acquisition by the seller to the date of sale to
the buyer, or the purchase price paid by the buyer,
whichever is lower.

1991-92 Committee Directives to the
Department of Human Services
The Budget Committee on Long-Term Care, dur-
ing the 1991-92 interim, provided the following sug-
gestions to the Department of Human Services as it
studied nursing home property cost reimbursement:

1. Review the current property cost reimburse-
ment system, including the identification of its
strengths and weaknesses as it relates to exist-
ing facility ownership, change of ownership
situations, and sale and leaseback arrange-
ments.

2. Review other states’ property cost reimburse-
ment systems, including the obtaining of infor-
mation on the fiscal impact to other states of
their systems, including a state with rate equal-
ization, one with a fair rental system indexed to
bond rates, and one at the federal limit that
allows the property basis to be adjusted by
changes in the consumer price index.

3. Consider alternative property cost reimburse-
ment systems, including a continuation of the
system authorized under House Bill No. 1031
and the level allowed by federal law, with con-
sideration given to allowing facility sales after
January 1, 1991.

4. Considerthe fiscal impact of alternative property
cost reimbursement systems on nursing homes.

5. Consider the fiscal impact of proposed and se-
lected alternative property cost reimbursement
systems on total Medicaid reimbursement, in-
cluding federal, state, and county costs for the
1993-95 biennium.

6. Identify any related statutory changes required
toimplement a revised property cost reimburse-
ment system and address the appropriateness
of statutory or administrative rule changes.

1991-92 Testimony

Representatives from the North Dakota Long Term
Care Association testified on the strengths and weak-
nesses of the property cost reimbursement system.
The current system reimburses property costs based
on historical costs except for nursing home sales
limited by the previous owner’s cost, fair market
value, and current reproduction costs. The strengths
and weaknesses of the current property cost reim-
bursement system are summarized as follows:

Strengths of the Current System

A. Simple to administer and understand as it has
been in place for a number of years.

B. Appears to contain reimbursement rates that
provide savings to taxpayers.

C. Property costs are reimbursed except as limited
by change of ownership.

D. Meets the Health Care Financing Administra-
tion efforts to discourage nursing home trans-
fers and to limit program costs.

Weaknesses of the Current System
A. Does not react to sales in a reasonable manner
because of limiting interest and depreciation
reimbursement to the previous owner’s level.
B. Recapture of depreciation prevents some facili-



ties from being sold, even in what may be emer-
gency situations.

C. Does not provide a return on investment for
facility owners.

. Provides no incentives to the provider to refi-
nance the provider’s present debt at lower inter-
est rates except to save costs for the state and
the private pay resident. (The Department of
Human Services subsequently implemented
rules to encourage, where appropriate and cost
effective, the refinancing of nursing home debt
by providing reimbursement for refinancing
costs in certain situations.)

Department of Human Services Property
Cost Study Advisory Group Reports

At each committee meeting, the committee re-
ceived Department of Human Services reports on the
status of the advisory committee’s study of property
cost reimbursement. The advisory committee en-
gaged a consultant, Myers and Stauffer, Certified
Public Accountants, Boise, Idaho, to provide finan-
cial information and to project fiscal impacts of alter-
native property cost reimbursement systems for
property models based on cost-based reimbursement
systems and on appraisal-based rental systems.

To assist in the development of the appraisal-
based rental systems, the Department of Human
Services engaged another consultant, Marshall and
Stevens, Inc., Edina, Minnesota, to conduct apprais-
als of selected nursing care facilities in North Da-
kota. Onsite appraisals were completed at 21 of the
82 nursing facilities in North Dakota. These apprais-
als were then used to develop estimated values of the
remaining facilities to be used as a basis for ap-
praisal-based rental systems.

Department of Human Services Property
Cost Study Advisory Group
Recommendations

The property cost study advisory group’s recom-
mendations were adopted by the committee and with
some changes were recommended in Senate Bill No.
2034 summarized in the committee’s recommenda-
tion. Senate Bill No. 2034 made changes to the
recommendations in the areas of interest expense
(subject to Department of Human Services rule rather
than limited to 90 percent of allowable property
basis), depreciation (movable equipment depreciated
over a composite useful life rather than an appraiser’s
estimated remaining life), and property cost limits
(provide a per bed rather than per day limit excluding
land and movable equipment).

Recommendations
The committee recommends Senate Bill No. 2034
regarding the nursing home property cost payment
system that requires the Department of Human
Services to include in its nursing home ratesetting
system a payment mechanism for real and personal
property providing for depreciation and related in-
terest costs that:
1. Recognizes, to the extent allowable by the fed-
eral government, the valuation of assets limited
to the lowest of:
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Purchase price.

Fair market value.

c. Seller’s cost basis, increased by one-half of
the increase in the consumer price index
from the date of acquisition by the seller to
the date of acquisition by the buyer, less
accurnulated depreciation, plus recapture
depreciation.

d. Seller’s cost basis, increased by one-half of
the increase in the Dodge construction index
from the date of acquisition by the buyer,
less accumulated depreciation, plus recap-
ture depreciation.

2. Recognizesdepreciation onland improvements,
buildings, fixed equipment, and other fixed
equipment over the estimated useful or remain-
ing life of the asset determined by a qualified
appraiser and recognizes depreciation on mov-
able equipment, valued at the lower of purchase
price or appraised value, over a composite re-
maining useful life determined from the seller’s
fixed asset records.

3. Eliminates recapture of depreciation when a
facility is sold if the facility has been owned 20
years or longer, and if the facility has been
owned more than 10 years but less than 20
years depreciation recapture is reduced by 10
percent times the number of years the facility is
owned after the 10th year.

4. Provides for an interest expense limitation de-
termined by the Department of Human Ser-
vices and established by rules.

5. Establishes a per bed property cost limitation
based on an annually adjusted North Dakota
average nursing facility replacement cost per
bed, excluding land and movable equipment
and considering single and double occupancy
construction.

6. Recognizes increased lease costs of a nursing
home operator to the extent the costs are re-
lated to the ownership of the facility, are charged
to the lessee, and would be allowable had they
been incurred directly by the lessee.

oe

BASIC CARE STUDY

House Bill No. 1002 (1993), Section 19, required the
Department of Human Services to develop aratesetting
system for rates for all basic care facility residents
including rate equalization provisions for private and
public pay residents. The system is to be effective July
1, 1995, and Section 20 of House Bill No. 1002 requires
the Department of Human Services to report to the
Legislative Council or an interim committee of the
Legislative Council on the development of the
ratesetting system including any legislation consid-
ered necessary for the establishment of the ratesetting
system. The Budget Committee on Home and Commu-
nity Care was assigned the responsibility to receive
these reports from the Department of Human Services.

Background - 1993 Legislative Assembly
Basic Care Program

The 1993 Legislative Assembly provided funding
for a state basic care program in the amount of



$2,866,117 from the general fund. This was esti-
mated to continue the current funding of the program
at 50 percent state funds and 50 percent county funds
atthe 70th percentile until January 1, 1995, and then
fund a state basic care program at 70 percent state
funds and 30 percent county funds at the 90th per-
centile. State matching of general assistance (county
poor relief) costs continues until January 1, 1995.

The state basic care and expanded SPED program
statutory provisions included in 1993 House Bill No.
1002 are summarized as follows:

1. An eligible beneficiary is defined as either an
aged or disabled or blind person who is either
eligible toreceive benefits under Title XIX of the
Social Security Act or who was receiving ben-
efits under Title XVI before the effective date of
Section 17 of House Bill No. 1002,

2. Based on a functional assessment, an eligible
beneficiary must have either health, welfare, or
safety needs or be impaired in three of the
following four instrumental activities of daily
living: preparing meals, doing housework, tak-
ing medicine, and doing laundry.

3. The department is to supplement, within the
limits of legislative appropriations, income of
an eligible person receiving basic care services
and issue payment to basic care facilities for
services provided.

4. County agencies are to determine eligibility for
benefits under the program and provide case
management, conduct initial and ongoing func-
tional assessments, and pay one-half of the
costs of county administration.

5. Resident for purposes of the program is defined
as:

a. Apersonnot living in an institution but who
lives in the state and who intends to remain
in the state permanently;

b. A person living in an institution outside the
state who was receiving a benefit under
Chapter 50-01 upon the effective date of the
Act;

c. A person placed in an out-of-state institu-
tion by a county agency or department while
the person was incapable of indicating in-
tent; and

d. Apersonlivinginanin-state institution who
has lived in that institution for at least 30
days and who was not placed in that institu-
tion by another state.

The 1993 Legislative Assembly also passed House
Bill No. 1031, which changed the definition of a basic
care facility to:

1. Provide that a basic care facility is a facility
providing room or board to five or more indi-
viduals requiring health, social, or personal
care services but not requiring regular 24-hour
medical or nursing services;

2. Provide that services available at a basic care
facility include leisure, recreational, and thera-
peutic activities, supervision of nutritional
needs, and medication administration; and

3. Provide restrictions on admissions of residents
to basic care facilities by providing that a basic
care facility may admit and retain only an
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individual for whom the facility provides, either
directly or through contract, appropriate ser-
vices to meet the individual’s highest practi-
cable level of functioning.

Department of Human Services Testimony

The Department of Human Services reported a
task force, including basic care administrators, the
North Dakota Long Term Care Association, the
American Association of Retired Persons, county
social service board directors, and Department of
Human Services employees, was formed to provide
recommendations to assist the department in devel-
oping a ratesetting system for residents in basic care
facilities. The department recommended that any
changes necessary be developed by administrative
rule and be effective July 1, 1995.

The advisory committee recommends the basic
care ratesetting methodology include the following
provisions beginning July 1, 1995:

1. Reimbursement of basic care facilities for direct
care costs, up to a maximum of the 90th percen-
tile.

2. Reimbursement of indirect costs, up to a maxi-
mum of the 75th percentile.

3. Reimbursement of allowable property costs.

4. Allowance for athree percent operating margin.

5. Allowance for an efficiency incentive, similar to
that provided nursing homes, of 70 percent of
the difference between a facility’s actual indi-
rect costs and the maximum limit, up to $2.60
per patient per day.

6. Allowance of annual inflationary adjustments.

7. Exemption of basic care facilities with all pri-
vate pay patients from the ratesetting require-
ments.

The department estimates the basic care system
would cost a total of $5.5 million for the 1995-97
biennium, of which $3.9 million would be from the
state general fund and $1.7 million would be paid by
counties. This compares to the 1993-95 biennium
cost of basic care of $3.8 million, of which $2.1 million
is from the state general fund and $1.7 million is from
county funds.

The Department of Human Services provided in-
formation regarding the impact to counties of pro-
jected basic care and general assistance costs for the
1995-97 biennium as compared to optional supplemen-
tation and general assistance costs incurred by coun-
ties for the 1993-95 biennium. As of January 1, 1995,
counties will pay 30 percent of basic care costs and
100 percent of general assistance costs. The informa-
tion indicates counties will spend $2.5 million for the
1995-97 biennium, compared to $2.24 million for the
1993-95 biennium, an increase of $221,000.

Recommendations

The committee recommends House Bill No. 1030
regarding basic care facility rates that would provide
that the Department of Human Services basic care
facility ratesetting system would apply only to facili-
ties that receive payments from the state or any
political subdivision. This exempts facilities that
only have private pay patients from the ratesetting
requirements.



The committee expressed support for the Depart-
ment of Human Services proposed basic care
ratesetting system for the 1995-97 biennium.

SERVICE PAYMENTS TO THE ELDERLY
AND DISABLED (SPED) STUDY

House Bill No. 1002 (1993) directed the Depart-
ment of Human Services to develop, during the 1993-
95 biennium, a management information system to
accumulate information for presentation to the 1995
Legislative Assembly regarding the costs and utiliza-
tion of the SPED program. The information devel-
oped is to include client utilization, length of stay in
the program, cost of services provided, and reasons
for cases closed. The committee was assigned respon-
sibility to receive reports from the Department of
Human Services regarding the development of this
system and on the costs and utilization of the SPED
program.

Background

1993-95 Appropriation

The 1993 Legislative Assembly appropriated a
total of $6,594,000 to fund the SPED program for the
1993-95 biennium consisting of $6,348,234 from the
general fund and $245,766 of county funds. Section
16 of House Bill No. 1002 provided for a five percent
county match to reimburse the Department of Hu-
man Services for payments made under the SPED
program, effective January 1, 1994. The total amount
provided for the 1993-95 biennium of $6,594,000 was
projected to serve 1,135 clients per month at an
average monthly cost of $242.

The 1993 Legislative Assembly provided statutory
provisions relating to an expanded SPED program.
The program was funded for the 1993-95 biennium in
the amount of $605,125 from the general fund for the
period beginning on September 1, 1994.

SPED Program Summary

North Dakota Century Code Chapter 50-06.2, en-
titled “Comprehensive Human Service Programs”,
provides for the provision of the following services to
individuals who, on the basis of functional assess-
ments, are determined eligible:

Homemaker services.

Chore services.

Respite care.

Home health aide services.

Case management.

Family home care.

Personal attendant care.

Adult family foster care.

Such other services as the Department of Hu-
man Services determines to be essential and
appropriate tosustain individualsin their homes
and communities and to delay or prevent insti-
tutional care.

Section 50-06.2-03 requires the Department of
Human Services, within the limits of legislative ap-
propriations and at rates determined by the depart-
ment, to reimburse qualified service providers for the
provision of these services.

The services are provided to persons who, on the
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basis of functional assessments, income, and re-
sources, are determined eligible for the services in
accordance with rules adopted by the state agency.
Resources do not include the person’s primary home
and the first $50,000 in assets.

Expanded SPED Program

The 1993 Legislative Assembly expanded the SPED
program. The expanded SPED program was funded
for the 1993-95 biennium in the amount of $605,125
from the general fund. Tobe eligible for the expanded
SPED program individuals must either be a supple-
mental security income recipient or supplemental
security income eligible and in need of supervision or
a structured environment. The expanded SPED pro-
gram is for individuals who are not as severely
impaired in the activities of daily living as SPED
recipients.

Under the provisions of the expanded SPED pro-
gram counties are to contract with a qualified service
provider for the provision of the services, determine
eligibility for benefits, periodically redetermine eligi-
bility of persons receiving benefits, and provide case
management services to eligible beneficiaries.

Summary of SPED and Expanded SPED
Program Services

The SPED and expanded SPED programs provide
reimbursement to qualified service providers for the
provisions of in-home services to the elderly and
physically disabled. Services available under the
SPED and expanded SPED programs include the
following:
Adult day care.
Adult family (foster) care.
Chore services.
Family home care.
Homemaker service.
Home health aide service.
Nonmedical transportation.
Personal attendant care.
Case management services.

PRI WN

Department of Human Services Reports

The committee regularly received reports from the
Department of Human Services regarding the SPED
program, including information regarding costs, rea-
sons for case closures, program eligibility, utiliza-
tion, the availability of in-home services in North
Dakota, and recipient’s length of stay on the SPED
program.

At the last meeting of the committee, the depart-
ment reported that expenditures for the 1993-95
biennium for the SPED program are projected to
exceed the adjusted appropriation of $6,465,671 by
$179,530. The committee learned the primary rea-
sons for SPED program closures are admission to a
nursing home or a swing bed unit or the death of the
recipient. The department is exploring options to
reduce SPED program expenditures for the remain-
der of the biennium.

The committee also learned the department is
developing a computer program to retrieve informa-
tion regarding recipient’s length of stay on the SPED
program and the information should be available to



members of the 1995 Legislative Assembly. It was
reported during the six-month period ending Sep-
tember 1994 case closures averaged 47 per month, for
a total of 281 case closures. The case closures in-
cluded 124 clients who entered a nursing facility or
swing bed, 61 clients who died, and 37 clients who
were no longer eligible.

The committee learned the 1995-97 biennium bud-
get for the SPED program requested by the depart-
ment totals $4,721,933, of which $4,485,836 is from
the general fund and $236,097 is matching county
funds. This represents a total reduction from the
1993-95 adjusted appropriation of $1,743,738. The
department’s request for the expanded SPED pro-
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gramis $1,423,266 and the 1993-95 appropriation for
this programis $605,125, so the increase is $818,141,
all from the general fund.

Committee Recommendation

The committee supports the SPED program as a
cost-effective alternative to more expensive institu-
tional care and supports funding for the program
during the 1995-97 biennium to continue the 1993-95
caseloads, adjusted for inflationary increases. The
amount requested by the Department of Human Ser-
vices for the 1995-97 biennium under its 95 percent
general fund budget request is $4.7 million, a $1.9
million reduction from the 1993-95 appropriation.



BUDGET COMMITTEE ON HUMAN SERVICES

The Budget Committee on Human Services was
assigned four studies. Senate Concurrent Resolu-
tion No. 4067 directed a study of methods to assist
single parents and children in becoming indepen-
dent of the social service system. Senate Concur-
rent Resolution No. 4010 directed a study of the
standardization of eligibility criteria for economic
and medical assistance programs. Senate Concur-
rent Resolution No. 4049 directed a study of the
need for optional Medicaid services and House Con-
current Resolution No. 3043 directed a study of the
medical assistance eligibility population to deter-
mine if there is a need for a more equitable distribu-
tion of medical assistance reimbursement to
providers.

Committee members were Senators Russell T.
Thane (Chairman), Judy L. DeMers, Jay Lindgren,
Tim Mathern, and James C. Yockim and Represen-
tatives Merle Boucher, Rex R. Byerly, Audrey Cleary,
Loren DeWitz, Gereld F. Gerntholz, Eliot Glassheim,
Lee Kaldor, James A. Kerzman, Bruce Laughlin,
Doug Payne, Jim Poolman, Gary Porter, Cathy
Rydell, and Ken Svedjan.

The committee submitted this report to the Leg-
islative Council at the biennial meeting of the Coun-
cil in November 1994. The Council accepted the
report for submission to the 54th Legislative Assem-
bly.

WELFARE REFORM STUDY

Senate Concurrent Resolution No. 4067 directed a
study of methods to assist single parents and chil-
dren in becoming independent of the social service
system. Senate Concurrent Resolution No. 4010
directed a study of the feasibility and desirability of
standardizing income and asset criteria for economic
and medical assistance programs. At an early meet-
ingthe committee decided its study of these two areas
would be addressed by a welfare reform study.

Background

The Department of Human Services has responsi-
bility for several economic assistance programs in-
cluding aid to families with dependent children
(AFDC), food stamps, low-income home energy assis-
tance program (LIHEAP), various child care, job
opportunities and basic skills (JOBS), and medical
assistance (Medicaid) programs. These programs
provide benefits in the form of cash, coupons, or
vendor payments to or on behalf of eligible persons
and households based upon needs. Each program
has separate income and asset eligibility require-
ments that can often result in persons being eligible
for one program and not for another.

The following is a summary of fiscal year 1993
statistics regarding the North Dakota Department of
Human Services major economic assistance programs:

g Fiscal Year
1993 Major Asset/Income Eligibility
Eligible Program Requirements
Program Persons Expenditures Asset Limit Income Limit
AFDC 31,000 $ 27,800,000 $1,000/family Up to 185% of standard
of need
Food stamps 74,000 $ 36,000,000 $3,000/elderly Varies by household,
$2,000/other $1,512/month-family of
families four
Low-income home 45,000 $ 7,700,000 $6,000/household 150% of nonfarm poverty
energy assistance levels
Medicaid 68,000 $272,600,000 $3,000/person Varies by eligibility
plus $25/person  category
after two
persons

The following schedule provides information regarding the length of time North Dakota AFDC families are

on assistance:

Percentage of AFDC Recipients by Length

of Time on Assistance

0-6

Category Months
July 1994 caseload 37%
Cases closed - 45%

July 1994

Welfare Reform
The committee asked the Department of Human
Services to develop suggestions for the committee’s
consideration regarding changes to the welfare sys-
tem that address the standardization of eligibility
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19
Months
7-12 13-18 and
Months Months Longer
18% 10% 35%
20% 7% 18%

criteria for economic assistance programs and to
provide quality programs to reduce barriers and
economic problems to assist clients to achieve self-
sufficiency and avoid a return to assistance pro-
grams.



Inresponse to the committee’s request, the Depart-
ment of Human Services formed a welfare reform task
force to review the current economic assistance pro-
grams and to assist the department in developing
recommendations for a plan of streamlining, stan-
dardizing, and simplifying departmental economic
assistance programs. Membership of the task force
included departmental staff, county social service
staff, welfare recipients, representatives of senior
citizen organizations, and legislators. The committee
chairman received approval from the chairman of the
Legislative Council to appoint two committee mem-
bers to the task force and the Department of Human
Services appointed an additional committee member.

The task force recommended the department’s
welfare reform effort be targeted toward four eco-
nomic assistance programs—AFDC, food stamps,
LIHEAP, and Medicaid.

The following is a summary of the concepts, goals,
principles, and program objectives used in the devel-
opment of the Department of Human Services wel-
fare reform proposal presented to the committee:

Welfare Reform Concepts

1. “Bundle” maintenance, food, energy, and hous-
ing assistance into a single client cash payment.
Medical needs would be met by the current
Medicaid program.

2. Include aggressive child support programs, a
strategy for universal employment and training
services, child care during receipt of income
supplement, transitional child care, and transi-
tional medical care.

3. Developasocial contract concept including time
limited benefits and detailing the obligations of
the department and clients.

4. Develop athree-tiered benefit system that would
provide benefits on a short-term, mid-term, or
long-term basis depending upon individual cli-
ent circumstances:

a. The short-term tier of the program would be
for up to 24 months, during which partici-
pants would work toward self-sufficiency.
Individuals would be provided an income
supplement, child care assistance, medical
benefits, vocational or other training, and
employment counseling. If employment did
not bring an individual to a minimal accept-
able level at the end of 24 months, commu-
nity employment could be made available to
allow the participant to earn any further
income supplements.

b. The mid-term tier of the program, from 24 to
42 months, would be geared to individuals
determined to require a substantial invest-
ment in time and effort in overcoming em-
ployment barriers. Community work
experience would be made available to those
unable to find work, with a reduction in
benefits over time.

c. The long-term tier of the program would be
designed to assist individuals for whom
employment is not feasible or for whom an
undetermined time and effort must be ex-
pended before gainful employment can be
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achieved.
5. Provide case management as a pivotal function
in assessing employment needs and employ-
ability.

Welfare Reform Goals

1. Provide for the uniform and consistent treat-
ment of income and assets in determining eligi-
bility.

2. Create a uniform method of budgeting and com-
puting benefits, a consistent certification pe-
riod for the receipt of benefits, and uniform
reporting requirements.

3. Provide necessary child care to allow partici-
pants to meet their educational and employ-
ment goals.

4. Provide universal employment and training to
bring individuals out of poverty.

Welfare Reform Principles

1. Simplify, streamline, and standardize the in-
come maintenance and support system.

2. Design a system on a broad-based approach to
meet minimum requirements, focusing exclu-
sively on need.

3. Recognize every person has the right to eco-
nomic security, basic health care, and education
and a corresponding duty to take affirmative
action toward maximizing self-sufficiency and
independence.

4. Allow individuals and families access to a com-
prehensive package of basic health care ben-
efits.

5. Provide benefits based on a social contract de-
lineating the responsibilities of the client and
the duties of the public agency.

6. Allow the retention of a reasonable level of
assets in determining eligibility for assistance.

7. Guide eligibility and benefit determination by a
uniform budget methodology.

8. Provide time limited benefits, exceptininstances
of disability or hardship.

9. Replace the numerous programs that currently
serve the needy with one family-focused, client-
oriented comprehensive program.

Pursue efforts to achieve self-sufficiency in the
context of plans that establish attainable goals.
Engage the private business sector as an essen-
tial part in program development and operation.
Adjust wages to levels reasonably anticipated
to afford a subsistence compatible with decency
and health.

Base outcome evaluation upon achievement of a
stated goal.

Tailor work and training incentives to make
work more rewarding than assistance.
Require both parents to be responsible for the
support of their children.

Require universal child support enforcement
cooperation and provide coverage to all North
Dakotans.

Require individuals and families to relocate, if
necessary, to pursue employment training and
employment opportunities.

Commit to the preservation and strengthening

10.
11.

12.

13.
14.
15.

16.

17.

18.



of the family structure.

Welfare Reform - Employment and Training
Objectives

1. Provide unemployed and underemployed appli-
cants, recipients, and child support obligors
access to a comprehensive system of services
and resources designed to help them become
employed.

2. Assess and refer applicants and recipients to
appropriate services as soon as possible for
orientation and the development of a social
contract.

3. Provide programmatic flexibility to enable ser-
vices to be tailored to individual needs.

4. Target available employment opportunities in
North Dakota.

Welfare Reform - Child Care Objectives

1. Provide for a single, unified child care program
for low-income families employed or in educa-
tion or training based on a sliding fee scale.

2. Make child care benefits available for families
with income up to 185 percent of poverty and
require eligible households to pay a portion of
the cost of child care.

Welfare Reform - Child Support Enforcement
Objectives
1. Adopt the Uniform Interstate Family Support
Act to assist in the establishment and enforce-
ment of child support orders across state lines.

2. Revoke professional licenses and other licenses
held by persons who refuse to pay ordered child
support.

3. Require North Dakota employers to notify child
support officials of new employees within seven
days of the start of employment.

4. Establish a central receiving and disbursement
center for all child support cases in North Dakota.

5. Consider medical coverage for children when
child support orders are established.

6. Require absent parents who are unemployed or
underemployed to be referred to an appropriate
training or employment program.

Welfare Reform Proposal

Proposal Development

The committee received progress reports from the
Department of Human Services at meetings in Bis-
marck and Williston regarding welfare reform and
provided input and suggestions to the department as
the welfare reform project was developed. Commit-
tee members on the task force also provided input in
the development of the project. The committee, as
discussed later, recommends Senate Bill No. 2035
requiring the Department of Human Services to seek
a federal waiver for the welfare reform demonstra-
tion project. This bill represents the committee’s
support of the welfare reform project.

County Social Services, Welfare Client, and
Health Care-Related Testimony
Directors of county social service boards provided
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input to the Department of Human Services in the
development of the welfare reform proposal and
shared their concerns and expectations with the
committee. Representatives of the Region V welfare
reform work group had concerns with the welfare
reform proposal that are summarized, with the
department’s responses, as follows:

1. Financial benefits should be issued based on
client’s actual financial history rather than pro-
jections. (The budgeting method will be based
on the current AFDC program and use actual
financial histories and will exempt some house-
holds from monthly reporting.)

2. Necessary support staff should be available to
assist clients in learning the skills necessary for
self-sufficiency. (Services for the demonstra-
tion project must be developed within existing
resources as cost neutrality constraints mustbe
met over the life of the demonstration project.)

3. The role and caseload standards of the family
independence manager are concerns. (The wel-
fare reform project managers are not expected
to provide specialized services but will be ex-
pected to assess a family’s strengths and weak-
nesses, develop the social contract, make
appropriate referrals, and oversee the progress
made toward the conditions of the social con-
tract.)

4. Effortstomove clients toward employment self-
sufficiency should begin when the client’s child
reaches six months of age. (Clients with young
children will be allowed to volunteer for partici-
pation in the program but care for infants is
more costly and finding child care providers is
difficult.)

5. Quality control should be ensured. (Depart-
mental quality control personnel will follow the
same rules as an eligibility worker in determin-
ing compliance for demonstration cases.)

6. The financing and county share of costs in-
curred in the welfare reform demonstration
projects are concerns. (The state will provide 50
percent of the nonfederal costs of county admin-
istration and the costs of development and imple-
mentation of automated systems will be shared
50 percent federal and 50 percent state.)

The committee received testimony at meetings in
Fargo, Williston, and Bismarck from welfare recipi-
ents regarding their concerns with the current wel-
fare system. Recipients encouraged a stronger child
support enforcement effort, increased opportunities
for education and training for welfare recipients, and
development of jobs that provide sufficient salaries to
allow clients to become independent of welfare.

Ateach ofthe committee’s meetings the committee
received progress reports from committee members
who were also members of the North Dakota Health
Task Force regarding items under consideration that
could potentially provide health insurance coverage
to welfare recipients who are in transition to employ-
ment.

Proposal Summary
The Department of Human Services, in August
1994, submitted a proposal for a welfare reform



demonstration project to the United States Depart-
ment of Health and Human Services. The demon-
stration project is entitled “The Training, Education,
Employment, and Management (TEEM) Project.”
The proposal was submitted under Section 1115 of
the Social Security Act and Section 17 of the Food
Stamp Act. The main focus of the project is to
promote individual and family self-sufficiency, to
encourage individual responsibility, and preserve
and strengthen the family structure. The welfare
reform proposal currently has nine counties under
consideration as county demonstration sites—Adams,
Cass, Ransom, Richland, Sargent, Steele, Stark,
Stutsman, and Traill.

The following is a summary of the TEEM project:

1. Require the development of a social contract to
identify family and Department of Human Ser-
vices responsibilities.

2. Use a case management approach to help the
family achieve self-sufficiency.

3. Provide eligible households a single cash grant,
combining AFDC, food stamp, and LIHEAP
benefits.

4. Provide cash benefits rather than food stamp
coupons, a provision referred to as “food stamp
cash out.”

5. Provide for the standard treatment of income
and resources.

6. Emphasize employment and training, incorpo-
rating the provisions of the current JOBS pro-
gram and seeking authority to expand eligible
JOBS program recipients to include caretakers
between ages 25 and 35.

7. Allow nonpaid work for a public or private
nonprofit agency in return for a client’s assis-
tance payment to allow recipients to obtain
work experience.

8. Require recipient participation in the early pe-
riodic screening, diagnosis, and treatment
(EPSDT) program.

9. Expand child support efforts to require
noncustodial parents to share in the financial
support of their children.

Adjust benefits for two-parent families, eligible
for benefits because of the unemployment of the
primary wage earner, and eliminate the 100-
hour work limitation for AFDC-Unemployed
Parent (AFDC-UP) eligibility.

Provide for an independent project evaluation,
including monitoring the reform’s implementa-
tion and evaluating the recipient’s length of
time on assistance and recipient recidivism.

10.

11.

Cost Estimates
The proposalis for a five-year demonstration project
affecting nearly 1,600 cases in the nine counties. The
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proposal projects the federal government will save
approximately $500,000 during the five years, while
the state will have additional costs of $89,000. North
Dakotais expected to realize savings when the project
is implemented statewide. The Department of Hu-
man Services has included in its 1995-97 budget
request approximately $1.5 million from the general
fund for administrative costs, grants, payments to
counties, and computer development costs related to
the welfare reform demonstration project.

Other States’ Welfare Reform Efforts,
Program Waiver Requirements, and Federal
Welfare Reform Efforts

The committee received information on the Ver-
mont family independence project, the Iowa self-
employment investment demonstration project, and
Minnesota’s self-employment investment program.
These programs make available the necessary train-
ing and loans to assist welfare clients in becoming
self-employed. The committee made no recommen-
dation regarding the use of these programs in North
Dakota.

The committee also learned that several states
have demonstration projects approved by the United
States Department of Health and Human Services
relating to AFDC programs, which require a Section
1115 waiver of the Social Security Act. Section 1115
waivers are required to:

1. Achieve more efficient, effective use of public

funds;

2. Reduce the dependency of assistance recipi-
ents;

3. Improve living conditions and increase incomes
of recipients;

4. Provide opportunities for public service employ-
ment, training, employment incentives, or other
related activities;

5. Include voluntary recipient participation;

6. Allow the waiver or disregard of income re-
quirements up to one-half of earned income;

7. Include an evaluation component; and

8. Limit federal funding to what would have been
paid under the AFDC program, a federal cost
neutrality factor.

The committee also received status reports re-
garding federal welfare reform proposals under con-
sideration by Congress. The committee was advised
of two significant welfare reform proposals, Presi-
dent Clinton’s and Representative Robert Matsui’s.
The state’s welfare reform proposal differs signifi-
cantly from the federal welfare proposals in that it
goes beyond the AFDC program, affecting additional
programs as well. The following is a comparison of
the major provisions of the North Dakota welfare
reform proposal and the two federal proposals:



Welfare Reform Comparison

Included In
North President Representative
Proposed Dakota Clinton Matsui
Change Proposal Proposal Proposal
Combine AFDC, food stamps, Yes No No
and energy assistance into
one cash payment
Coordinate eligibility criteria Yes No No
between programs
Time limited benefits Yes Yes No
Expand JOBS program Yes Yes Yes
Work program for individuals Yes Yes No!
at end of benefit period,
if necessary
Aggressive child support Yes Yes Yes
enforcement?
Social contract Yes Yes No
Child care enhancements Yes Yes Yes

1 Although the Matsui proposal does not mandate that states create a work program, additional JOBS
funding provided could be used by the states for subsidized employment or to create publicly funded jobs.
2 Some of the similarities in the aggressive child support enforcement provisions include the suspension
or revocation of occupational or professional licenses for the nonpayment of child support (considered but
not recommended by the committee for North Dakota), the suspension of a motor vehicle operator’s
license for delinquent child support, requiring employers to report newly hired employees, and

acknowledgment of paternity.

Considerations and Recommendations
The committee considered several bill drafts sug-
gested by the Department of Human Services regard-
ing welfare reform. The committee considered but
chose not to recommend a bill draft that would have
required a court, when considering a contempt cita-
tion against a child support obligor, to consider sus-
pending an obligor’s motor vehicle operator’s license.
The committee also considered but chose not to rec-
ommend a bill draft that would have provided for the
suspension of professional and occupational licenses
for delinquent child support.
The committee recommends the following bills:
1. Senate Bill No. 2035 - Welfare reform dem-
onstration project. This bill requires the

Department of Human Services to seek a fed-

eral waiver to establish a welfare reform dem-

onstration project to:

a. Provide for uniform and consistent treat-
ment of income and assets in determining
eligibility.

b. Create a uniform method of budgeting and
computing benefits, a consistent certifica-
tion period for the receipt of benefits, and
uniform reporting requirements.

c. Provide for necessary child care to allow
participants to meet educational and em-
ployment goals.

d. Provide foruniversal employment and train-
ing to bring individuals out of poverty.
Senate Bill No. 2035 also requires the De-

partment of Economic Development and Fi-

nance, Job Service North Dakota, county social
service boards, and other state or local govern-
ment agencies to cooperate with the Depart-
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ment of Human Services to ensure the success
of the welfare reform project and requires the
Department of Human Services to report on a
regular basis to a Legislative Council interim
committee during the 1995-96 interim.

. House Bill No. 1031 - Motor vehicle

operator’s license suspension. This bill re-

lates to suspension and nonrenewal of a motor

vehicle operator’s license for delinquent child
support and:

a. Requires the Department of Human Ser-
vices to notify the director of the Department
of Transportation, for the purpose of motor
vehicle operator’s license suspension, of in-
dividuals who have child support in arrears
of either $1,000 or more or three months of
child support, and have not made satisfac-
tory arrangements with the department for
payment of arrears.

b. Allows for a 30-day notice period, to allow for
an appeal, prior to the Department of Hu-
man Services providing a person’s name to
the director of the Department of Transpor-
tation for license suspension.

c. Requires the Department of Transportation
to suspend the motor vehicle operator’s li-
cense of a person who has entered into an
arrangement for payment of child support
arrears and has failed to comply.

d. Allows the director of the Department of
Transportation to issue a temporary work
permit.

e. Provides that the license suspension or
nonrenewal not be a public record. The bill
does not provide for the suspension of com-



mercial motor vehicle operator’s licenses.

. House Bill No. 1032 - Voluntary acknowl-
edgment of paternity. This bill provides
assistance in establishing paternity in birthing
hospitals, provides for the effect of a voluntary
acknowledgment of paternity, establishes re-
lated hospital responsibilities, allows the De-
partment of Human Services to withhold
Medicaid payments from any hospital failing to
comply after providing at least a 30-day notice
to the hospital, and allows for the vacating of
paternity acknowledgments under certain cir-
cumstances.

. Senate Bill No. 2036 - Child support receipt
and distribution center. This bill estab-
lishes the Department of Human Services as
the child support payment center, allows the
department to collect interest at a reasonable
rate on unpaid child support, modifies existing
child support orders to require payments to be
made to the department rather than to clerks of
court, continues to require clerks of court to
send notices of child support arrears to the child
support obligor, and is effective on the date the
United States Department of Health and Hu-
man Services notifies the Department of Hu-
man Services of the certification of the statewide
automated child support enforcement informa-
tion processing system.

. House Bill No. 1033 - Purchase or use of
game and fish license or permit illegal.
This bill makes it unlawful for any person to
purchase or use a hunting, fishing, or trapping
license or permit if the person has accumulated
child support arrears of $1,000 or more and has
failed to comply with arrangements made with
the Department of Human Services for pay-
ment of the arrears. The bill also requires the
Department of Human Services to notify the
Game and Fish Department of persons with
child support arrears of $1,000 or more, after
providing a 30-day notice to the persons to allow
for an appeal. The Game and Fish Department
would be required to include in its hunting and
fishing proclamations a statement that it is
illegal to purchase or use a hunting, fishing, or
trapping license or permit when having child
support arrears of $1,000 or more.

. House Bill No. 1034 - Employer reporting
requirement. This bill requires employers of
25 or more employees to report to the Depart-
ment of Human Services the hiring of each full-
time employee within 30 days of hiring for the
purpose of child support enforcement. The bill
also requires an employer to mail a copy of the
employee’s W-4 form or other documentation
and provides that an employer’s failure to re-
port may result in criminal charges.

. House Concurrent Resolution No. 3003 -
Child support enforcement study. This
resolution directs the Legislative Council to
study methods to improve the cost effectiveness
and efficiency of the Department of Human
Services child support collection system. The
resolution also calls for the Legislative Council

75

to review the roles of clerks of court, regional
child support enforcement units, and the De-
partment of Human Services in providing a
coordinated and effective child support enforce-
ment program.

OPTIONAL MEDICAID SERVICES - COUNTY
POOR RELIEF STUDY

The committee was assigned Senate Concurrent
Resolution No. 4049, which directed a study of the
need for optional medical assistance (Medicaid) ser-
vices and the impact of discontinuing the state fund-
ing of those services. Optional Medicaid services are
those services not required as part of a state’s Med-
icaid program but are provided at the state’s discre-
tion and are eligible for federal financial participation.
As a part of this study, the committee reviewed the
county poor relief and residency statutes.

Background

The committee learned North Dakota provides the
following optional services in its Medicaid program:
Optometric services.

Private duty nursing.

Dental services.

Physical therapy.

Occupational therapy.

Prescribed drugs.

Diagnostic, screening, and preventive services.
Intermediate care facilities for the mentally
retarded (ICF/MR).

9. Emergency hospital services.

10. Transportation services.
11. Medicaid waivers.

These services are funded for the 1993-95 bien-
nium at a total cost of approximately $48.4 million, of
which $12.2 million is from the general fund. The
federal financial participation rate for the Medicaid
program was at 72.21 percent for federal fiscal year
1993, 71.13 percent for federal fiscal year 1994, and
originally projected to be 69.93 percent through July
1995. However, the actual federal matching percent-
age for federal fiscal year 1995 is expected to be 68.73
percent, a drop of 1.2 percentage points, which has a
potential general fund impact for the last nine months
of the 1993-95 biennium of $2.6 million. A one
percentage point change has a general fund impact of
$3 million per year. The preliminary estimate of
federal financial participation for federal fiscal year
1996 is 69.06 percent.

PRNBO AL

Department of Human Services Testimony
The committee learned the Department of Human
Services:

1. Wasreviewing optional services to determine if
limits are necessary and appropriate to control
utilization and to reduce the cost of the program
without affecting the quality of care provided
recipients.

2. Implemented a $2 copayment charge on Medic-
aid physician office visits, excluding children
and institutional residents. The copayment
provisions are intended to provide a limited
financial savings to the Medicaid program and
to control the utilization of physician visits.



3. Developed a “lock in” program for the Medicaid
program which identifies recipients with high
medical usage, reviews high usage cases, and, if
necessary, requires individuals to receive ser-
vices from either a single physician or a single
pharmacy to monitor usage.

4. Provided information on the federal require-
ments of providers of Medicaid services, re-
quirements relating to provider reimbursement,
cost-sharing or copayment provisions, and other
limits that the state may apply to optional
Medicaid services.

5. Implemented on January 1, 1994, a managed
care freedom of choice waiver that is expected to
achieve savings by requiring children and adult
caretakers to select a primary care provider to
direct the basic health care services and needs
for each recipient.

The committee received the following information

from the Department of Human Services:

1. Costinformation on Medicaid services provided,
by county, based on the residence of the recipi-
ent and the location of the Medicaid provider.
The report indicated for the fiscal year ending
June 30, 1993, a total of $194.6 million was
spent for Medicaid services statewide, includ-
ing $43.9 million from the general fund. The
amount spent from the general fund, based on a
recipient’s county of residence, ranged from
$22,704 in Billings County to $5.4 million in
Cass County.

2. Information on Department of Human Services
expenditures for human services programs for
the 1991-93 biennium. A total of $793.2 million
was spent, including $175 million from the
general fund and $45.1 million of county funds.

3. The general fund share of optional Medicaid
services excluding drugs, ICF/MR, and dental
services for the 1993-95 biennium is $2.8 mil-
lion. Because of increased Medicaid partici-
pants and cost increases, the department’s
September 1994 estimate of these costs for the
1995-97 biennium was $3.1 million from the
general fund.

Other Reports and Information

County Poor Relief Statutes

The Legislative Council staff provided informa-
tion regarding North Dakota county poor relief statu-
tory provisions contained in North Dakota Century
Code Chapters 50-01 and 50-02. North Dakota Cen-
tury Code Sections 50-01-19 and 50-01-20 allow coun-
ties to recover the cost of aid to a poor person from his
or her father, mother, or adult children and to also
require relatives to provide either material relief or
employment to an individual seeking aid from the
county. The committee learned that in Burleigh
County, for example, efforts are made to have adult
children assist in the cost of burial for an indigent
parent and the county attempts to recover costs from
recipients’ estates. For other types of general assis-
tance, children or parents of recipients do not assist
the county in the poor relief costs.
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North Dakota courts have not addressed the ques-
tion of the constitutionality of North Dakota’s poor
relief statutes but other jurisdictions have addressed
the question and found similar provisions to be con-
stitutional. It appears the extent to which poor relief
benefits will be provided to an eligible person de-
pends on the resources available in a county and the
type of relief determined to be appropriate by the
county social service board.

Medicaid Waivers

The committee received information regarding
the requirements to obtain a waiver from Medicaid
laws and regulations and other states’ recent activity
regarding optional Medicaid services. The Health
Care Financing Administration division of the United
States Department of Health and Human Services
requires waivers to be cost or budget neutral. It was
learned during 1992, 23 states reduced the number of
optional services provided Medicaid recipients.

Medicaid Provider Taxes

The committee received information regarding
Medicaid provider taxes and donations and learned
federal regulations severely limit the use of dona-
tions in states’ Medicaid programs. The committee
makes no recommendations regarding the use of
provider taxes and donations.

County Medicaid Matching

The committee also received information regard-
ing the statutory changes necessary to remove the
county matching requirements for Medicaid and the
potential impact of eliminating the county contribu-
tion for Medicaid costs and reducing the state aid
distribution payments to counties summarized as
follows:

1. North Dakota Century Code Section 50-24.1-03
requires counties to pay 15 percent of the
nonfederal share of the Medicaid program, an
estimated cost of approximately $8.4 million for
calendar year 1994.

2. Counties receive approximately $12 million per
calendar year from the state aid distribution
fund.

3. Counties are not required to participate in the
costs of Medicaid services at the regional hu-
man service centers or the intermediate care
facilities for developmentally disabled persons.

4. Federal regulations require states to pay at
least 40 percent of the nonfederal share of Med-
icaid expenditures but do not require local gov-
ernments to provide a minimum contribution.

5. The North Dakota Association of Counties tes-
tified in opposition to any reduction in state aid
distribution payments and testified that the
elimination of county Medicaid matching and
state aid distribution payments to counties
would have varying effects on individual coun-
ties. In addition, statutory mill levy limits
would have to be increased to allow for mill levy
increases necessary to fund services previously
funded from state aid distribution moneys.



Emergency Room Care
The committee received information from a repre-
sentative of the St. Alexius Medical Center’s Emer-
gency and Trauma Center regarding the use of
emergency department services summarized as fol-
lows:

1. According to a national report, the cost of care
provided in an emergency department to per-
sons not in need of emergency care is estimated
at $277 per visit, emergency room visits are
expected toincrease nationally by three percent
per year, and the typical chronic patient ser-
viced in the emergency department is 34 times
more costly to treat than a primary care patient.

2. One of five emergency department patients are
admitted to a hospital in Bismarck, compared to
one in 10 admitted at the Hennepin County
Emergency Center in Minneapolis, indicating
emergency departments in Bismarck are used
more appropriately.

3. Providing services in an emergency department
for nonemergency patients lacks a referral pro-
cess to ensure that adequate and appropriate
followup medical services are provided, which
may resultin additional inappropriate and more
costly visits to the emergency department.

County Social Service Board Testimony

Directors of county social service boards presented
testimony regarding the need for optional Medicaid
services summarized as follows:

1. Ifthe state discontinues funding optional Med-
icaid services, each county will need to develop
plans to address the needs within the county,
clients will suffer because of the loss of federal
Medicaid funding if the services are provided as
a county program, and the potential additional
county cost will be $14.8 million.

2. The county share of social service budgets has
increased from a total of $13.9 millionin 1983 to
approximately $25.2 million in 1994.

The committee also received information regard-
ing county funding of social service costs which in-
cluded, for each county, projected 1994 human service
expenditures, special property tax levies dedicated
for human services, personal property replacement
funds allocated for these purposes, and additional
funds provided for human services from county gen-
eral funds.

The committee asked the North Dakota County
Social Service Board Directors Association to review
North Dakota Century Code Chapters 50-01 and 50-
02, receive input from the Department of Human
Services, and provide the committee with recommen-
dations for changes to the county poor relief and
residency provisions contained in these chapters.
One section of particular concern to the association
was North Dakota Century Code Section 50-01-13,
which requires counties to promptly provide the poor
medical attention and hospitalization. County direc-
tors expressed concern that this section could result
in significant county liabilities for medical costs if
optional Medicaid services were not adequately
funded. The repeal of that section and the association’s
other recommendations became the basis for a bill
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recommended by the committee.

Recommendations

The committee recommends Senate Bill No. 2037
regarding statutory poor relief and residency provi-
sions summarized as follows:

1. Changes statutory references from “poor relief”

to “county general assistance”.

2. Removes statutory references in North Dakota
Century Code Section 23-06-03 that place, in
certain situations, an indigent’s burial respon-
sibility on a tenant or owner of a premises in
which a death occurs.

3. Replaces specific county poor relief
recordkeeping requirements with a requirement
that administrators of county general assis-
tance maintain reasonable records.

4. Allows, rather than requires, county social ser-
vice boards to make individuals able to work
seek employment before receiving county gen-
eral assistance.

5. Defines county of residence for general assis-
tance purposes as the county the personisliving
in other than on a temporary basis.

6. Defines residency in the state for county gen-
eral assistance as provided for in North Dakota
Century Code Chapter 50-24.5 with residency
lost if a person is absent from the state one year
or longer or receives public assistance from
another state.

7. Provides that if a person on assistance moves to
another county the original county is to provide
related records to the new county of residence.

8. Provides if residency is uncertain the county in
which the person lives is to provide county
general assistance until residency is determined.
(Previously, residence for poor relief was pro-
vided for in North Dakota Century Code Chap-
ter 50-02, which this bill repeals. That chapter
provided that if no assistance or poor relief has
been provided anindividual, residence is gained
by living one year in the state and county resi-
dence determined by a person living in a county
for one year. If a person has notlived in a county
for one year, the person’s residence for general
assistance purposes is the county in which the
person has resided the longest. If assistance or
poor relief has been provided (Section 52-02-05)
the person’s residence is determined based on
the county the person lived in prior to the
assistance.)

9. Changes a county’s representation on the

multicounty social services governingboard from
a population-based ratio to a method deter-
mined by all counties in the multicounty dis-
trict.
Creates a new chapter to North Dakota Century
Code Title 50 toinclude the provisions currently
in Chapter 50-01 relating to county social ser-
vice board members, qualifications, terms of
office, and compensation. The related provi-
sions in Chapter 50-01 are repealed. The bill
also changes the maximum amount that may be
received as per diem by county social service
board members from $35 to $45 per day.
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11. Requires the Department of Human Services,
with the cooperation of county agencies, to de-
velop a method to be used to determine the
appropriate share of basic care assistance costs
to be paid by each county. House Bill No. 1002
(1993) provided that the state is to pay 70
percent of basic care costs beginning January 1,
1995, and the counties pay 30 percent. Prior to
that date, the state and the counties each pay 50
percent.

Repeals North Dakota Century Code Chapter
50-02, which provides for residence for poor
relief purposes and creates new sections in
Chapter 50-01 for that purpose.

The committee makes the following recommenda-
tions regarding the funding of optional Medicaid
services:

1. The committee supports the continuation of the

state funding of optional Medicaid services.

2. The committee recommends the state, during
the 1995-97 biennium, maintain a consistent
level of funding for optional Medicaid services,
adjusted for caseload increases and inflationary
costs.

3. The committee encourages the 1995 Legislative
Assembly to give early consideration to the
funding of optional Medicaid services in the
budgeting process because of the impact on
counties, service providers, and clients.

12.

MEDICAL ASSISTANCE POPULATION
STUDY
The committee was assigned House Concurrent
Resolution No. 3043 which directed a study of the
Medicaid-eligible population to determine if there is
a need for a more equitable distribution of Medicaid

Major Provider Total Amounts
Category Billed
Hospitals $16,021,829
Physician services $ 7,425,428
Dental services $ 2,528,716
Pharmaceuticals $ 3,264,619
Optometric services $ 953,633

reimbursement to certain providers in the state who,
because of a disproportionate share of Medicaid cli-
ents and because Medicaid reimbursement rates are
lower than other health care insurance payment
rates, may be experiencing financial difficulties.

Background

The committee learned for fiscal year 1993 there
were approximately 68,000 persons eligible for Med-
icaid in North Dakota. The committee learned that
13 counties had a Medicaid-eligible population ex-
ceeding 10 percent of the county’s total population
based on the 1990 population census. Statewide,
10.1 percent of the population was eligible for Medic-
aid and 35 percent of the persons eligible for Medic-
aid were age 10 and under. Because Medicaid may
pay as little as 50 percent of a medical provider’s
billing for some services, providers in areas of the
state that have a high concentration of Medicaid-
eligible persons may be experiencing financial diffi-
culties as a result. The Medicaid program receives a
federal financial participation rate of 68.73 percent
for the current federal fiscal year. The state pays 85
percent of the nonfederal share and counties pay 15
percent.

Medicaid Information

The committee received information from the De-
partment of Human Services regarding county Med-
icaid matching costs for fiscal year 1993. County
costs ranged from a low of $95,570 in Billings County
to a high of $23.4 million in Cass County. The
committee received information comparing Medicaid
payments received by provider to provider billings
for the fiscal year ending June 30, 1993, summarized
as follows:

Percentage
Medicaid
Total Payments
Medicaid are of
Payments Amounts Billed
$12,662,299 79
$ 3,617,226 48.7
$ 1,919,297 75.9
$ 3,070,103 94
$ 647,308 67.9

The committee received information regarding the participation of medical providers in the state’s Medicaid

program summarized as follows:

Number of

Providers
Medical in North
Provider Dakota
Hospitals 50
Physicians 1,150
Dentists 289
Pharmacies 232
Optometrists 113

Number of Percentage of

Providers Providers
Participating Participating
50 100

1,150 100
258 89
231 99.6
113 100

Although these numbers indicate that most providers participate in the Medicaid program, some may do so
on a limited basis and may not be accepting any new Medicaid patients.
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Hospital Medicaid Reimbursement

Disproportionate Share Payments

The committee learned the federal government
requires states to make additional payments to cer-
tain hospitals that have a disproportionate share of
Medicaid patients in comparison to the average Med-
icaid patient level for hospitals in the state. After
eligible hospitals are identified, the Department of
Human Services has three options to calculate the
payments:

1. The Medicare formula.

2. Aformulabased onthe comparison ofa hospital’s

Medicaid utilization rate to the average rate.

3. Any alternative formula that pays as much as

No. 1 or No. 2.

The Department of Human Services provides an
additional payment for four hospitals in the state—
Rolla, Watford City, Stanley, and Devils Lake.

North Dakotais alow disproportionate share state
and as a result is allocated, from the Medicaid pro-
gram, a minimum amount of $1 million per year for
disproportionate share payments. North Dakota has
allocated the payments under method 2 discussed
above. In addition, the department received federal
approval to make disproportionate share payments
to the State Hospital based on the Medicare formula.
Forfiscal year 1994, the state allocated $50,000 of the
$1 million to the four impacted hospitals with the
remainder or $950,000 allocated to the State Hospi-
tal. The State Hospital’s 1993-95 budget anticipated
receiving $950,000 per year in disproportionate share
payments. The $50,000 annual allotment is added to
the diagnostic-related group (DRG) payments pro-
vided each of the four facilities, providing an incre-
ment to regular Medicaid payments for services
provided, ranging from four percent for the Rolla
Hospital to one percent for the Stanley Hospital.

The Department of Human Services is anticipat-
ing receiving approximately $1.1 million in federal
hospital disproportionate share payments for federal
fiscal year 1995 and plans to increase the amount
provided to disproportionate share hospitals to
$200,000 per year or $400,000 for the 1995-97 bien-
nium, with the remaining $900,000 per year or $1.8
million for the biennium allocated to the State Hos-
pital. As aresult, the disproportionate share funding
available to eligible hospitals is planned to be in-
creased from $50,000 per year to $200,000.

Hospital Medicaid Reimbursement System
As the result of committee concerns regarding the
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hospital Medicaid reimbursement system, the De-
partment of Human Services formed a committee,
including representatives of the North Dakota Hos-
pital Association, to analyze the present system and
to make recommendations to improve the hospital
Medicaid payment process. Committee member con-
cernsincluded whether the existing payment system
provides equitable treatment of hospitals participat-
ing in the Medicaid program.

The existing system provides Medicaid payments
to hospitals based on a DRG methodology and places
all acute care hospitals in North Dakota into one of
five groups based on factors such as cost, type of
patients receiving services, and hospital size. Each
group’s base rate was established in 1987 at the
average cost of providers within each group. The
base rate is multiplied by the appropriate DRG rela-
tive weight for the service provided to arrive at the
Medicaid payment made to the hospital.

The committee learned the department was con-
sidering several options regarding hospital Medicaid
reimbursement including reducing the number of
hospital groups from five to either one or two or the
possibility of establishing a single base rate for the 30
smallest hospitals. The department’s final recom-
mendations for any changes to the hospital Medicaid
reimbursement system were not completed at the
time the committee concluded its work but should be
available at the start of the 1995 Legislative Assem-
bly.

Recommendations

The committee encourages the Department of
Human Services and the North Dakota Hospital
Association to continue to study hospital Medicaid
reimbursement methods and also encourages the
Department of Human Services to continue to recog-
nize, through the disproportionate share payment
process, the needs of facilities and providers serving
a large percentage of Medicaid recipients.

BUDGET TOURS

While conducting meetings in Williston and Fargo,
the committee conducted a tour of the Southeast
Human Service Center and the Northwest Human
Service Center and conducted a budget tour of the
Williston Research Center and the University of
North Dakota -Williston. On the tours, the commit-
tee heard of institutional needs for capital improve-
ments and any problems institutions or other facilities
may be encountering during the interim.



BUDGET COMMITTEE ON YOUTH SERVICES

The Budget Committee on Youth Services was
assigned four studies. Senate Concurrent Resolution
No. 4055 directed the Legislative Council to study
the provision of services for children for the purpose
of developing a seamless delivery system for children’s
services in North Dakota. House Concurrent Resolu-
tion No. 3057 directed the Legislative Council to
study the problems of and resources available to meet
the needs of North Dakota youth age 17 through 21
who are released from the foster care or court system.
Section 6 of Senate Bill No. 2016 appropriated
$120,000, $80,000 of which is from the general fund,
to the Legislative Council for the purpose of hiring a
consultant to assist with an interim study of children
and youth services. Section 7 of Senate Bill No. 2016
directed the Legislative Council to receive reports
from the Children’s Services Coordinating Commit-
tee on the status of the implementation of the state
children’s services plan as outlined in Senate Bill No.
2016.

Committee members were Senators Larry dJ.
Robinson (Chairman), Barb Evanson, and David E.
Nething and Representatives James A. Berg, Merle
Boucher, Jackie Brodshaug, Moine R. Gates, Dennis
Johnson, Richard Kunkel, Clarence Martin, Diane
Ness, Cathy Rydell, Orville Schindler, and Allan
Stenehjem.

The committee submitted this report to the Legis-
lative Council at the biennial meeting of the Council
in November 1994. The Council accepted the report
for submission to the 54th Legislative Assembly.

NORTH DAKOTA CHILDREN’S SERVICES
STUDY

Two resolutions and two sections of a bill directed
the Legislative Council to study children and youth
services in North Dakota. Senate Concurrent Resolu-
tion No. 4055 directed the Legislative Council to
study, using the Children and Adolescents at Risk
(CAAR)report as a guide, the provision of services for
children, including child care, education, health, cor-
rections, foster care, and other services involving the
well-being of children for the purpose of developing a
seamless delivery system for children’s services in
North Dakota. House Concurrent Resolution No.
3057 directed the Legislative Council to study the
problems of and resources available to meet the
needs of North Dakota youth age 17 through 21 who
arereleased from the foster care or court system. The
resolution directed the Department of Human Ser-
vices, the Division of Juvenile Services, the Depart-
ment of Public Instruction, and the Board of Higher
Education to provide such assistance and informa-
tion to the Legislative Council as it may request in
conducting the study. Section 6 of Senate Bill No.
2016 appropriated $120,000, $80,000 of which is
from the general fund, to the Legislative Council for
the purpose of hiring a consultant to assist with an
interim study of children and youth services in the
state. Section 7 of Senate Bill No. 2016 directed the
Legislative Council to receive reports from the
Children’s Services Coordinating Committee on the
status of the implementation of the state children’s
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services plan as outlined in Senate Bill No. 2016.
Background

CAAR Commission Report

The 1986 CAAR Commission report resulted from
an executive branch study, under the direction of Lt.
Governor Ruth Meiers, of the North Dakota system of
delivering services to children and adolescents at
risk. The report includes 120 recommendations for
the development of a comprehensive and coordinated
delivery system of quality services to children and
adolescents at risk in North Dakota. The report
recommended the establishment of an interagency
children’s coordinating cabinet to promote the coor-
dination, policy development, and program develop-
ment of children’s services at the state level. This
recommendation resulted in the 1987 Legislative
Assembly creating the Children’s Services Coordi-
nating Committee. The committee consists of repre-
sentatives of the Governor, Attorney General, Board
of Higher Education, Superintendent of Public In-
struction, Department of Human Services, Depart-
ment of Health and Consolidated Laboratories, Job
Service North Dakota, Department of Corrections
and Rehabilitation, Office of Management and Bud-
get, Department of Vocational and Technical Educa-
tion, Governor’s Commission on Children and Youth,
Indian Affairs Commission, and a member at large.
In 1992 the Children’s Services Coordinating Com-
mittee prepared a report entitled CAAR Revisited,
which provides the current status of the recommen-
dations of the 1986 CAAR Commission report.

Families First

During the 1987-89 biennium, the Children’s Ser-
vices Coordinating Committee received a grant from
the Annie E. Casey Foundation to establish a system
of providing services to children at risk in their
homes. The grant was provided for a period of five
years, beginning in 1988 and ending in 1993. The
plan proposed to establish eight Families First re-
gional corporations in the state. During the 1989-91
biennium, two regional Families First pilot projects
were established, one in Grand Forks and one in
Devils Lake. Each pilot project organized a Families
First board consisting of representatives of agencies
and organizations in each region that provide ser-
vices for children. The Families First pilot projects
provided case management and early intervention
and prevention services to families with a child in
out-of-home placement, families where a child is at
risk of out-of-home placement, and families with an
identified problem. The Families First pilot projects,
under the Annie E. Casey Foundation, were com-
pleted in 1993.

1993 Legislative Assembly

The 1993 Legislative Assembly, in Senate Bill No.
2016, provided that each of the eight regions of the
state establish a local planning board consisting of
representatives from local children’s services agen-
cies to coordinate children’s services in that region.



The bill provided that each local planning board,
based on the concept of the Families First pilot projects
in the Grand Forks and Devils Lake regions and in
cooperation with the Department of Human Services,
should consider the following in developing compre-
hensive, coordinated children’s services in that re-
gion:

1. Merging Families First programs and other simi-
lar programs with family preservation services
of other regional human service agencies.

2. Selecting and prioritizing available children’s
services that are most beneficial to that region.

3. Raising sufficient local funds to match available
grants for the purpose of providing the children’s
services identified by the local planning board.

Senate Bill No. 2016 also provided that the

Children’s Services Coordinating Committee assist
each ofthe eight regions of the state to establish alocal
planning board to coordinate children’s services in
that region and monitor the coordination of the ser-
vices being provided in each region during the 1993-95
biennium. The bill provided $987,000, $550,000 of

which is from the general fund, for grants to the
regions. Regions 3 and 4 (Devils Lake and Grand
Forks) were to receive no less than $250,000 and the
remaining six regions were to receive $75,000 each.
The remaining $287,000, $100,000 of which is from
the general fund, could be disbursed among the eight
regions at the discretion of the Children’s Services
Coordinating Committee.

State Agency Children’s Services Programs

The committee reviewed major state agency
children’s services programs provided during the
1991-93 and 1993-95 bienniums and the estimated
number of children served by those programs. The
committee learned that excluding elementary and
secondary education programs, state agencies esti-
mated spending during the 1993-95 biennium a total
of $336 million, $68.4 million of which is from the
general fund, for children’s services programs. The
following schedule presents major state agency
children’s services programs and estimated expendi-
tures for the 1993-95 biennium:

Agency/Program General Fund Federal Funds Other Funds Total Funds
Attorney General
Child sexual abuse investigation and $ 108,302 $ 278,491 $ 386,793
prosecution team
District Courts
Juvenile court services $ 5,279,965 $ 5,279,965
Department of Health and
Consolidated Laboratories
Maternal and child health services $ 1,421,462 $ 1,889,916 $ 3,311,378
Family planning 273,556 $ 528,109 801,665
Women, infants, and children (WIC) 19,593,280 19,593,280
supplemental food
Total Department of Health and $ 1,421,462 $ 21,756,752 $ 528,109 $ 23,706,323
Consolidated Laboratories
Department of Public Instruction
School lunch $ 1,100,000 $ 19,500,000 $ 20,600,000
School breakfast 1,600,000 1,600,000
Special milk 125,000 125,000
Summer food service 675,000 675,000
Child and adult care food 20,000,000 20,000,000
Neglected and delinquent youth programs 192,000 192,000
Chemical health 19,940 19,940

Day treatment

Funding reflected under Department of Corrections and Rehabilitation

Drug free schools and communities 3,929,870 3,929,870
School-age child care 60,000 60,000
Special needs educational programs 3,039,855 1,899,000 $ 3,761,145 8,700,000
Total Department of Public Instruction $ 4,159,795 $ 47,980,870 $ 3,761,145 $ 55,901,810
Department of Corrections
and Rehabilitation
Case management $ 1,570,000 $ 465,000 $ 2,035,000
Intensive supervision 530,000 530,000
Jobs and vocational skills development 230,000 230,000
Intensive in-home treatment 106,000 106,000
Day treatment 626,715 626,715
Industrial School educational programs 548,267 111,000 $ 28,000 687,267
Total Department of Corrections
and Rehabilitation $ 3,610,982 $ 576,000 $ 28,000 $ 4,214,982
Children’s Services Coordinating Committee
Families First Region 3 case management and early $ 7,500 $ 27,500 $ 52,000 $ 87,000

intervention and prevention programs
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Agency/Program General Fund Federal Funds Other Funds Total Funds
Families First Region 4 case management and early $ 25,000 $ 20,000 $ 246,341 $ 291,341
intervention and prevention programs
Total Children’s Services Coordinating Committee $ 32,500 $ 47,500 $ 298,341 $ 378,341
Department of Human Services
Aid to families with dependent children (AFDC) $10,291,585 $ 30,638,437 $12,091,784 $ 53,021,806
AFDC unemployed parent 1,449,407 4,247,051 305,029 6,001,487
Medicaid 21,258,772 61,903,143 3,207,814 86,369,729
Developmental disabilities 2,920,264 2,920,264
Foster care 5,782,929 8,248,616 3,040,676 17,072,221
Child care and development block grant 4,217,822 4,217,822
Job opportunities and basic skills child care 1,203,173 3,521,249 253,277 4,977,699
Transitional child care . 220,349 646,734 46,385 913,468
At risk child care Funding included under child care and development block grant
Crossroads 200,000 200,000
Food stamps 34,975,168 34,975,168
Low-income home energy assistance 4,616,676 4,616,676
Governor’s Council on Human Resources Children 13,000 13,000
and Youth Committee
Children’s trust fund 190,000 190,000
Child protection services 1,500,000 1,500,000 3,000,000
Child and adolescent unit at the State Hospital 564,986 2,750,000 3,314,986
Children and adolescent at risk consultation service 352,861 352,861
Drug free schools and communities 700,000 700,000
Prevention resource centers 600,000 600,000
Crippled children’s services/children’s special 757,399 1,003,994 1,761,393
health services
Independent living 124,080 319,358 443,438
Intensive in-home family services 506,883 1,908,513 2,415,396
Wraparound services 50,000 150,000 22,222 222,222
Parent aide services 551,840 800,000 150,204 1,502,044
Prime time day care 480,529 480,529
Unaccompanied minors 775,896 775,896
Day treatment Funding reflected under Department of Corrections and Rehabilitation
Respite care 42,545 109,915 152,460
Human service center programs:
Manchester House - Bismarck 472,000 499,154 48,028 1,019,182
Ruth Meiers House - Grand Forks 560,814 383,631 159,471 1,103,916
Oppen Family Guidance Center 17,072 263,731 87,500 368,303
Other human service center programs 5,182,714 6,803,375 445,290 12,431,379
Total Department of Human Services $53,822,673 $169,512,992  $22,797,680 $246,133,345
Grand total $68,435,679 $240,152,605 $27,413,275 $336,001,559

The committee reviewed family preservation ser-
vices provided by counties and regional human ser-
vice centers. The committee learned that family
preservation servicesinclude intensive in-home, par-
ent aides, prime time child care, wraparound, respite
care, Crossroads, and family-focused and prevention
services. The committee learned that the various
types of family preservation services offered varies
among the regions and counties primarily due to
priorities established by human service centers and
counties.

The committee reviewed the number of children
placed out of state for treatment services and the cost
of the out-of-state services. The committee learned
that in 1993, 54 children were placed in out-of-state
treatment facilities. The total cost of services for
these children in calendar year 1993 was $1.4 mil-
lion. The committee learned that North Dakota has
five residential treatment centers that can serve 64
children but is in need of a facility that can serve the
more violent and aggressive children.

The committee reviewed current public transpor-
tation programs operating in North Dakota. The
committee learned that the Department of Transpor-
tation currently provides $1.3 million per year,
$700,000 of federal funds and $600,000 of state pub-
lic transportation funding, for 46 public transit
projects in North Dakota. In addition, the committee
learned that Bismarck-Mandan, Fargo-West Fargo,
and Grand Forks receive a combined total of $1.7
million of federal transit funds per year for their city
bus systems. The committee learned that the 46
existing transit systems can be utilized for children’s
services to the extent the services can accommodate
the needs of children’s programs in their normal
course of operation or through special arrangements.

The committee reviewed state children’s programs
that could obtain additional federal funding if addi-
tional state matching funds were available. The
committee learned that the federal programs affect-
ing children which would provide additional federal
funds if additional state matching funds were avail-
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able were foster care, adoption assistance, medical
assistance, and AFDC, under the Department of
Human Services, and the arts in education program
under the Council on the Arts.

The committee reviewed the Board for Vocational
and Technical Education’s school-to-work program.
The committee learned that the board has received a
$200,000 federal planning grant to develop a school-
to-work program in North Dakota. The program
would involve partnerships between education, par-
ents, students, and business and industry to assist
students to focus earlier on a career path.

The committee reviewed the history of the Fami-
lies First projects in Grand Forks and Devils Lake.
The committee learned that the Region 3 Families
First project served a total of 370 families and 1,065
children and Region 4 served 320 families and 834
children. The committee learned that over the five-
year grant period, the Annie E. Casey Foundation
provided approximately $3.8 million to the state of
North Dakota for the Families First pilot projects.
The committee learned that although the project is
now completed, the Annie E. Casey Foundation has
indicated it would be interested in pursuing further
projects in North Dakota if the state develops a
system to improve services to children and families.

The committee reviewed parenting education ser-
vices provided by the North Dakota State University
(NDSU) Extension Service. The committee learned
that the NDSU Extension Service provides a variety
of parenting education information through newslet-
ters, brochures, workshops, and through a toll-free
telephone line.

The committee reviewed current public health
nursing services provided in North Dakota. The
committee learned that the Fargo Community Health
Department provides public school nursing services.
The committee also learned that the Fargo Kiwanis
Club sponsors a home visiting program in which
volunteers provide home visits to families with a
newborn to answer questions and provide any needed
information. The committee also learned that a
number of hospitals in North Dakota provide home
visiting services for newborns.

The committee reviewed the cost of custody and
care and treatment programs in North Dakota. The
committee learned that for the fiscal year ending
June 30, 1994, custody, care, and treatment costs for
persons at the State Penitentiary, State Industrial
School, State Hospital, Ruth Meiers House, Manches-
ter House, private residential treatment facilities,
and for other persons served by the Department of
Human Services totaled $71.8 million, $47.5 million
of which is from the general fund. This total does not
include treatment costs paid under the Medicaid
program.

Regional and Tribal Children’s Services
Coordinating Committees

The committee received reports from the Children’s
Services Coordinating Committee on the establish-
ment of regional and tribal children’s services coordi-
nating committees across the state. The committee
learned that in Region 3 (Devils Lake) and Region 4
(Grand Forks) the Families First boards, which oper-
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ated under the Annie E. Casey Foundation grant,
have been named the regional children’s services
coordinating committees in those regions. The com-
mittee learned that the remaining six regional
children’s services coordinating committees have been
organized, have received their funding allocation of
$75,000 each, and have each hired a coordinator.
The committee learned that due to the immense
needs of children and families on the Indian reserva-
tions, and due to the need for better coordination of
children and family services on the reservations and
in regions which serve reservations, the Children’s
Services Coordinating Committee asked that a tribal
children’s services coordinating committee be orga-
nized on each Indian reservation. The committee
learned that the Children’s Services Coordinating
Committee provided the $100,000 of general fund
moneys appropriated to the Children’s Services Co-
ordinating Committee to use at its discretion to the
tribal children’s services coordinating committees
($25,000 each) for planning and to hire a coordinator.

The committee learned that the Children’s Ser-
vices Coordinating Committee’s objectives to com-
plete by June 30, 1995, include:

1. Complete the organization of reg10nal children’s
services coordinating committees in all eight
regions.

2. Organize tribal children’s services coordinating
committees in each of the four tribal nations.

3. Develop community plans and programs by
regional children’s services coordinating com-
mittees and tribal children’s services coordinat-
ing committees.

4. Establish a process to monitor and evaluate
regional and tribal programming.

5. Cooperate with “Kids Count” in data collection
and dissemination in each county.

6. Access and manage administrative matching
dollars through the refinancing strategy that
allows the regional and tribal children’s ser-
vices coordinating committees to generate fund-
ing by matching federal funds with current
spending of local agencies and organizations
through the Department of Human Services.

Consultant Services

Pursuant to Section 6 of Senate Bill No. 2016,
which provided $120,000, $80,000 of which is from
the general fund, for the purpose of hiring a consult-
ant to assist with the children’s services study, the
committee contracted with the Child Welfare League
of America, Inc., to assist it in its study of children’s
services in North Dakota. The consultant’s proposal
included providing an assessment of the service needs
of North Dakota’s children and families and an as-
sessment of the best ways to deliver services to
children and families in North Dakota. The consult-
ant gathered information and statistics on services
provided to North Dakota’s children and families and
on the needs of North Dakota’s children and families
by conducting:

1. Interviews with members of the Children’s Ser-
vices Coordinating Committee, staff of state
agencies administering children’s programs,
advocacy group representatives, legislators,



county social service staff, tribal council mem-
bers, tribal social services staff, local law en-
forcement staff, public school personnel, private
providers of children’s services, parents, and
children.

2. Public hearings in each region and on each
Indian reservation.

3. Surveys of state agencies, county social ser-
vices, tribal social services, human service cen-
ters, public health districts, regional children’s
services coordinating committees, public schools,
and advocacy groups.

4. A representative sample telephone survey of
parents.

As a result of the consultant’s preliminary find-
ings that indicated a lack of civil and criminal action
in child sexual abuse cases, the lack of treatment
services for child sexual abuse victims, perpetrators,
and their families, and the lack of training for profes-
sionals involved in the investigation and prosecution
of child sexual abuse, the committee asked the con-
sultant to conduct a more indepth study of child
sexual abuse in North Dakota. Pursuant to the
committee’s request, the consultant gathered more
information and statistics regarding child sexual
abuse in North Dakota by conducting:

1. Interviews with representatives of the North
Dakota State’s Attorneys Association, County
Judges Association, Trial Lawyers Association,
the United States Attorney’s Office, human
service centers, law enforcement personnel,
county social services staff, Supreme Court rep-
resentatives, domestic violence program repre-
sentatives, and representatives of other state
agencies, advocacy groups, and private provid-
ers involved in child sexual abuse investiga-
tions and treatment services.

2. Surveys of state’s attorneys regarding informa-
tion on child sexual abuse cases and human
service centers regarding child sexual abuse
treatment programs.

Consultant Findings

The consultant’s findings regarding North Dakota
children’s services were reported to the committee.
The findings were based on information gathered
through the consultant’s interviews, meetings, and
public hearings conducted in each region and on each
Indian reservation in North Dakota and on the par-
ent telephone survey and written surveys. Major
findings include:

Effective Parenting

1. Based on the parent telephone survey, 73 per-
cent believe that raising children today is more
difficult than when they were children and 76
percent believe childhood today is more difficult
than when they were children.

2. There is a need for more early assistance pro-
grams for parents.

3. North Dakota provides minimal training in
parenting skills to children and families.

4. Based on the parent telephone survey, 64 per-
cent responded that parenting training on dis-
cipline and communications would be helpful to
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them when dealing with their children and 47
percent responded that a neighborhood parent
support group would be helpful when dealing
with their children.

5. Based on the parent telephone survey, 82 per-
cent responded that a voluntary home visiting
program would be a good idea for North Dakota.

6. Hawaii has implemented “Healthy Start,” a
voluntary home visiting program for newborns,
in which 95 percent of families with newborns
have participated and during a three-year evalu-
ation of the program, 99 percent of families
showed no signs of child abuse or neglect.

Too Early Childbearing

1. Based on 1988 information, 9.7 percent of fe-
male teenagers in the United States become
pregnant and approximately 46 percent of these
pregnancies result in abortions.

2. Between 1961 and 1991, the rate of out-of-
wedlock births to live births in North Dakota
grew by 900 percent, from 25 per 1,000 in 1961
to 225 per 1,000 in 1991.

3. In 1992, 30 percent of the North Dakota out-of-
wedlock births were to mothers 19 or younger
and 67 percent of the out-of-wedlock births were
to mothers 24 or younger.

4. While Native Americans make up four percent
of the state’s population, 30 percent of out-of-
wedlock births in 1992 were to Native Ameri-
cans.

5. In 1993, 63 percent of male high school seniors
reported having had sexual intercourse, while
66 percent of female high school seniors re-
ported having had sexual intercourse.

Early Childhood Development and Education
1. In 1990, 69 percent of women with children
under the age of six were working outside of the
home and 79 percent of women with children
between the ages of six and 17 were working
outside of the home.

2. Based on the parent telephone survey, the most
frequently identified serious problem facing
North Dakota’s children and families is the
inadequate supervision of children.

3. In the survey of the school superintendents, 44
percent of the respondents indicated supervi-
sion issues were a significant unmet need for
students in their districts.

4. Comments made during interviews and at the
public hearings indicated confusion regarding
child care licensing terminology and child care
assistance programs eligibility and application
processes.

School-Based Social and Health Services

1. Based on the parent telephone survey, 39 per-
cent responded that school systems should pro-
vide a wider range of services for children and
families.

2. Based on the parent telephone survey, 7.5 per-
cent indicated they had no health insurance.

3. Based on survey responses of 14 public health
districts, 85,000 children are being served by



those districts, while an estimated 72,000 addi-
tional children are in need of services.

Access to Services

1.

In every public hearing held across the state,
both parents and professionals in rural and
urban areas said that lack of information about
services available and reliable transportation
to services are major impediments to receiving
services.

Based on the parent telephone survey, 16 per-
cent indicated that transportation to and from
services is not available.

Based on the parent telephone survey, 31 per-
cent indicated that a long distance had to be
traveled to receive services.

State and federal funding is available for public
transportation programs in North Dakota.

Child Protection and Safety

1

Child abuse and neglect reports increased in
North Dakota by 49 percent between 1988 and
1993 (from 3,169 to 4,707).

Probable cause reports increased from 1,403 in
1988 to 2,120 in 1993.

. Based on a survey of North Dakota state agen-

cies, 33 counties provide intensive in-home fam-
ily services and 47 counties provide parent aide
services. The estimated unmet need for inten-
sive in-home family preservation services is
$424,000 per year while the estimated unmet
need for parent aide services is $612,000 per
year.,

Comparing the number of children clients at
human service centers to the number of 15-
minute units of service provided to children at
human service centers, children are not receiv-
ing their proportionate share of services at the
regional human service centers.

. State funding mechanisms for county child abuse

and neglect investigations are outdated and do

not provide an incentive for the counties to pro-

vide prevention services to children and families.

Major findings relating to the child sexual abuse

study in North Dakota include:

a. The rate of North Dakota child abuse and
neglect reports that allege sexual abuse is 20
to 30 percent less than the national average.

b. Some categories of mandated reporters of
child abuse and neglect are not clearly de-
scribed in the law and mandated reporters
do not consistently receive training on their
reporting responsibilities.

c. North Dakota does not require criminal back-
ground checks to be completed on out-of-
home child care providers which could result
in a person convicted of a sexual offense
working with children.

d. The coordination of child sexual abuse in-
vestigations by child protective services staff
and law enforcement personnel does not
occur on a consistent basis statewide.

e. The percentage of child sexual abuse reports
that are substantiated varies widely by region.

f. North Dakota lacks training programs for

child protective services workers and law
enforcement personnel on conducting child
sexual abuse investigations.

g. Infiscal year 1993, state’s attorneys did not
file juvenile court deprivation petitions on
approximately 70 percent of the children
who were allegedly sexually abused by care-
takers.

h. In fiscal year 1993, 450 child sexual abuse
reports were made in North Dakota and in
179 of these cases, probable cause of child
sexual abuse was determined by child pro-
tective services; however, 102 of these cases
were not referred to state’s attorneys for
consideration of filing of criminal charges.

i. North Dakota lacks a data system to deter-
mine whether or not charges are filed on
probable cause child sexual abuse cases re-
ferred to state’s attorneys or the dispositions
of the criminally charged cases.

j- Based on responses of 19 state’s attorneys
surveyed, criminal charges were filed on 56
percent of alleged perpetrators who were
caretakers in 1993 and on 78 percent of
alleged perpetrators who  were
noncaretakers.

k. Many state’s attorneys have had little or no
training relating to the prosecution of child
sexual abuse cases.

1. In fiscal year 1993, 76 probable cause child
sexual abuse cases involved caretakers as
alleged perpetrators, criminal charges were
filed in 24 of these cases, and as a result,
eight prison sentences and five probation
orders were issued.

m. Many prison sentences for child sexual abuse

offenders are less than three years in length,
not allowing enough time for completion of
the sex offender treatment program at the
State Penitentiary.

n. AsofJune 1994, 55 percent of sexual offend-
ers incarcerated at the State Penitentiary
were not court-ordered into treatment.

o. North Dakota law currently allows a maxi-
mum of five years supervised probation which
isnot an adequate amount of time to monitor
the treatment of many child sexual abuse
perpetrators.

p. Child sexual abuse assessment and treat-
ment services vary significantly among the
regions and in many instances do not meet
the level of need.

Adolescence and the Transition to Adulthood
1. In 1992, 32 percent of high school students in

North Dakota reported using cigarettes in the
past 30 days and 44 percent reported having
had five or more alcoholic drinks in the past 30
days.

. The two most common causes of death of 15- to

19-year-olds in 1992 were traffic accidents (41
percent) and suicide (30 percent).

Domestic Violence
1. In 1993, 5,774 incidents of domestic violence



were reported to crisis intervention centers in

North Dakota, a 17 percent increase over 1992.
2. In 1993 approximately 4,300 children were wit-

nesses of domestic violence in North Dakota.

Intensive Treatment Services
1. The average number of children per month in
foster care family homes hasincreased from 377
in 1988 to 523 in 1993.
2. The number of children per month in residen-
tial child care facilities and group homes in-
creased from 178 in 1988 to 233 in 1993.

Expand Federal Financial Participation

1. Additional federal funds may be available with
little or no state matching funds required to pay
for a portion of the costs of children’s services in
North Dakota, especially in the areas of health,
child abuse, and mental health services.

2. Based on survey responses, local agencies may
have available funding to use as match for
federal funds and may be serving individuals
eligible for federal reimbursement.

Children in Poverty

1. While 28 percent of North Dakota’s population
is under 18 years of age, 34 percent of this
population lives in poverty.

2. While 14 percent of North Dakota’s white chil-
drenlivein poverty, 54 percent of North Dakota’s
Native American children live in poverty.

3. From 1983 to 1993, average AFDC benefits in
North Dakota increased by 13 percent, from
$311to $351, but during the same period, infla-
tion rose by 49 percent.

Continuing Education and Training

1. Due to the difficult demographic and social
problems facing families, children, and commu-
nities today, human services staffs need to re-
ceive adequate training on current methods and
procedures for serving these groups.

2. While the NDSU Extension Service provides
much ongoing training for family and children’s
services personnel, only minimal training ser-
vices are provided on the Indian reservations.

Native American Issues

1. While Native American children comprise seven
percent of all children in North Dakota, they
comprise a much higher percentage of the chil-
dren experiencing serious difficulties. Native
Americans comprise 28 percent of children in
juvenile detention, 36 percent of admissions to
the State Industrial School, 32 percent of the
children in foster care, and 39 percent of all
admissions to the State Hospital.

2. Although the percentage of Native Americans
served at the state’s institutions is relatively
high, only 11 percent of children served by
human service centers are Native American,
which indicates few Native American children
and families are receiving early intervention
services.

3. While North Dakota is one of the nation’s lead-
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ers in providing family preservation services,
these types of services are not available on the
Indian reservations.

4. Although North Dakota’s children ranked sec-
ond nationally according to a 1994 “Kids Count”
report, if North Dakota’s Native American chil-
dren were the only children in a newly created
51st state, they would rank 51.

Other Findings

The committee reviewed Head Start programs in
North Dakota. The committee learned that North
Dakota Head Start serves 2,473 children on four
Indian reservations and in 32 counties.

The committee reviewed a Minnesota apprentice-
ship program. The committee learned that the Min-
nesota program provides grants to businesses to offer
apprenticeship opportunities for studentsin grades 7
through 12 in professions that traditionally have not
had apprenticeship programs.

The committee reviewed commercials and public
service announcements from the state of Maine. The
committee learned that the Maine Department of
Human Services produced and played commercials
and public service announcements to assist families
in raising their children and selecting child care
facilities. The committee alsolearned that the Maine
Department of Human Services produced and dis-
tributed a parenting information magazine.

The committee heard other reports from state
agency representatives, advocacy groups, private
providers, and other interested persons on the needs
of children and families in North Dakota. Major
needs and concerns expressed in the reports include:

1. Concern that the CAAR teams established by
the 1991 Legislative Assembly have not been
fully implemented.

2. There is a need for more prevention and early
intervention programs in North Dakota.

3. Thereis alack of services for children under the
age of five years.

4. Services should be targeted toward families
rather than individuals.

5. Jurisdictional boundaries cause problems for
agencies delivering services to children on In-
dian reservations.

6. There is a lack of child psychiatric services.

7. Services are fragmented on the Fort Berthold
Indian Reservation because four regional hu-
man service centers and five counties provide
services on this reservation.

8. There is a lack of treatment services for child
sexual abuse victims, perpetrators, and their
families.

9. A treatment center for emotionally disturbed
and physically and sexually abused children is
needed.

Training for child care professionals is needed.
More licensed infant care, evening care, and
before and after school child care services are
needed.

Adequate compensation for child care providers
is needed.

The increasing number of children being placed
into the foster care system from the Indian

10.
11.

12.

13.



14.
15.
16.
17.
18.
19.

reservations is a concern.

Treatment services are needed for children with
fetal alcohol syndrome and fetal alcohol effects.
Children’s lack of respect for parents and au-
thority is a concern.

Human service center outreach services on In-
dian reservations are lacking.

The failure of parents to be involved in their
children’s activities is a concern.

The lack of public transportation systems in
North Dakota is a concern.

Under North Dakota’s current delivery system,
children have to fail before they receive state
services.

Consultant Recommendations
Effective parenting.

a. Expand parenting education programs statewide.

— The Children’s Services Coordinating
Committee should oversee the implementation
of this initiative with the Department
of Public Instruction serving as a lead agency.

Regional and tribal children’s services coordinating
committees and parents should be an integral part

of the planning process.

— All state and local planning efforts should
be built on existing parent education programs.

— Parent education for adults should be made
available at schools and other community-
based facilities.

— Parent education instruction should be made
available to all students beginning at the
middle school level.

— Churches, public service messages, obste-
tricians, pediatricians, and others should
encourage parents to attend parent education
programs. A catalog identifying the avail-
ability of programs should be developed for
each region.

b. Implement a statewide voluntary home visiting
program available to all parents in North Dakota
with children 0 to 5 years of age.

— The Children’s Services Coordinating
Committee should begin planning for the
program that should build on existing
home visiting services in North Dakota
and include the early childhood tracking
program. The Children’s Services Coor-
dinating Committee should present an imple-
mentation schedule to the Legislative
Assembly early in 1995.

Too early childbearing.

a. Assist parents to help their children avoid
early childbearing.

— The parent education and student health
curriculum included in recommendation No. 1
should incorporate practical materials on
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20. There is a lack of youth work opportunities on
the Indian reservations.

There is concern regarding the current Depart-
ment of Human Services policy requiring par-
ents to relinquish custody of their severely
emotionally disturbed childrenin order for these

children to receive services.

21.

Recommendations
The following schedule presents the major recom-
mendations of the consultant and the committee’s
action resulting from each recommendation:

Committee Action

The committee recommends Senate Bill No. 2041 to
provide that the regional and tribal children’s services
coordinating committees conduct parenting education
programs in their regions and reservations.

The committee recommends Senate Bill No. 2042 to
provide that the Departmentof Health and Consolidated
Laboratories make available the services of a public or
community health nurse to all newborn children and
their families. The bill provides that the services may be
provided by contract with a local health district or other
health care provider. Upon parental approval, the home
visiting services must include two visits with the
newborn child at the child’s home, bimonthly visits for
high-risk newborns for up to one year, and when
appropriate, case management and direct nursing
services and periodic wellness checks in the home for up
to five years.

The committee recommends Senate Bill No. 2041 to
provide that the regional and tribal children’s services
coordinating committees conduct parenting education
programs.



Consultant Recommendations

adolescent sexuality and family life
issues which parents can use.

The Children’s Services Coordinating
Committee and regional and tribal children’s
services coordinating committees should
encourage parents to participate in the program.

. Teach youth to avoid too early childbearing.

Expand voluntary health education to all
children in schools and strengthen the health
curriculum for grades 9 through 12 to include
matters relating to reproductive health
including sexual abstinence, too early child-
bearing, parenting, and healthy relationships.
Schools should be required to provide such
instruction although participation should

be voluntary and require parental consent.

— Young people should be recruited to serve as

peer counselors as part of the schools’ efforts
to prevent teen pregnancy. The counselors can
link sexually active and pregnant teens to
various health resources, including adult
counselors.

The Children’s Services Coordinating
Committee, with the Departments of Public
Instruction and Health and Consolidated
Laboratories serving as the lead agencies,
should promote statewide public education
activities aimed at discouraging too early,
out-of-wedlock parenthood.

. Use school-based public health nurses to assist
with teen pregnancy issues.

With assistance from the Departments of
Health and Consolidated Laboratories and
Public Instruction, public health districts
and local school districts should develop
protocols to assist school nurses to

secure resources for pregnant and parenting
teens and their families. General
practitioners, obstetricians, and
pediatricians should be enlisted to help
with this initiative. Other young parents
who are not in school should also be
eligible for this assistance.

. Make child care available for parenting teens.

The Department of Public Instruction, working
with local schools and the regional and

tribal children’s services coordinating
committees, should identify, develop, and
assist in making child care services avail-

able to assist teen parents to stay in school.

Child care options should be readily avail-
able at or near the school site so teens

can complete school. Teen parents should be
expected to work in the centers as part of
their parental obligation, an excellent
opportunity for students to learn effective
parenting skills.
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Committee Action

The committee recommends Senate Bill No. 2046 to
provide that each public school district formulate and
implement health education and life skills programs. In
the formulation and implementation of each program,
the public school district, through meetings open to the
general public, is to seek input and participation in the
development and implementation of the program from
local health officials, health care providers, parents,
educators, and other members of the community.
Student participation in the programs is voluntary. The
bill also provides that the Superintendent of Public
Instruction is to adopt guidelines for the health
education and life skills programs.

The committee also recommends Senate Bill No. 2041 to
provide that the regional and tribal children’s services
coordinating committees conduct public education
efforts regarding the needs of children and families and
services for children and families.

The committee recommends Senate Bill No. 2042 to
provide that the Department of Health and Consoli-
dated Laboratories provide for the services of a public or
community health nurse to students enrolled in public
schools in North Dakota. The services may be provided
by contract with a local health district or other health
care provider and the services must include health
readiness exams, health screenings, health education,
services for special needs students, assisting pregnant
and parenting teens to access available services and
resources, staff wellness activities, inservice training
and meetings, first aid, health policies, and health fairs.
The bill also requires schools to provide appropriate
facilities for the provision of these health services.

The committee recommends Senate Bill No. 2044 te
establish a program within the Department of Human
Services to provide financial assistance to assist teen
parents attending school to purchase child care services
to enable them to remain in school. (The Department of
Human Services currently operates the Crossroads
program which provides financial assistance to teen
parents for purchasing child care services to allow them
to remain in school; however, the program is not
established by statute. The Department of Human
Services 1995-97 budget request includes $300,000 of
federal funds for this program.)



Consultant Recommendations
3. Early childhood development and education.

a. Ensure quality, licensed child care providers.

— Enact a state licensing authority for
children’s programs, administered by the
Department of Human Services and located
in each regional human service center
which would be responsible for licensing
child care, foster homes, and children’s
group care and institutional facilities.

The licensing authority would serve as a

liaison for fire inspections, health and

safety, and law enforcement clearances

and would develop automated payment systems
that would balance parental decisionmaking
with ensuring accurate and timely payments

to caregivers. The licensing authority

should be staffed with professionals with

field experience in children’s programs

and training in child development.

— Clarify regulations to ensure that local
officials have the authority to close child
care facilities in emergency situations.

— Eliminate the category of “registered” day
care homes and use one set of standards for
child care licensing. The Department of
Human Services should develop a phased plan
over a two-year period to move appropriate
“registered” homes into the “licensed”
category.

— The Department of Human Services should
develop a single eligibility determination
process to simplify ease of access to child
care resources irrespective of the public
funding source.

— Priorities should be given to licensing
school-based child care programs and adding
slots for protective child care, prime time
day care, infant care, and nontraditional
hours of care.

b. Establish child care programs at schools across
the state.

— School-based child care, including before
and after school care, should be developed
in every public elementary school.

— Under the supervision of professional child
care staff, middle and secondary school
students and elders should be enlisted as
child care workers at all schools.

c. Expand Head Start.

— As part of the state’s child care expansion
efforts, the Departments of Human Services
and Public Instruction should create a Head
Start consortium including Head Start direc-
tors, the Department of Public Instrution,
the Department of Human Services, and tribal
agencies to develop a statewide Head Start
expansion plan for three- and four-year-olds,
with the goal of enrolling all eligible
children by the year 2000. A major function
of the consortium will be designating a
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Committee Action

The committee recommends Senate Bill No. 2043 to
establish a child care licensing authority in each
regional human service center for licensing child care
facilities. The bill also expands the number of child care
providers that would need to be licensed beginning July
1, 1997, from the current requirement of a provider who
cares for six or more children at any one time to all child
care providers unless the provider is a relative or a
person caring for children from no more than one family
other than their own. Currently, counties license child
care providers and this bill would transfer that
responsibility from the counties to the state.

The committee recommends Senate Bill No. 2046 to
establish a before and after school child care program in
the Department of Public Instruction that would offer
grants and technical assistance to public school districts
for the purpose of establishing before and after school
child care programs for children in kindergarten
through grade 6.

The committee asked the Legislative Council chairman
to encourage North Dakota’s Congressional Delegation
to support a request for a state Head Start coordinator.
The committee also encouraged the Children’s Services
Coordinating Committee to request approval and
funding for a state Head Start coordinator.



Consultant Recommendations

central planning entity responsible for
securing additional resources to support
expansion, site acquisition, and appropriate
employee salaries and benefits.

— The Legislative Assembly should request
that the North Dakota Congressional Delega-
tion advocate for the allocation of a state-
wide Head Start coordinator.

4. School-based social and health services.

a. School-based public health nurses should be
placed in all schools and should serve as
a principal means for improving services to
children and families.

— The Children’s Services Coordinating
Committee, with the Departments of Public
Instruction and Health and Consolidated
Laboratories serving as the lead agencies,
and with full involvement by local public
health districts and schools, should
develop a plan for locating public health
nurses in all North Dakota public schools.
These agencies should further develop a
protocol for health readiness examinations
and continuous health monitoring that are
made available to all children.

b. Improve the coordination of maternal and child
health.

— By the 1995 legislative session, the Depart-
ments of Human Services, Public Instruction,
and Health and Consolidated Laboratories
should complete the maternal and child
health services plan requested by the
1993 Legislative Assembly and develop
protocols for the coordination of maternal
and child health functions, including an
integrated eligibility determination
process. To the extent possible, consistent
definitions should be developed across
programs for family size, periods of
eligibility, and services to teens.

5. Access to services.

a. Create regional family resource centers in each
region and on each reservation. The regional
and tribal children’s services coordinating
committees should make this effort a priority
and consider designating their own staffs to
coordinate the effort.

b. Establish a statewide transportation network.

— The Children’s Services Coordinating
Committee, in conjunction with regional
and tribal children’s services coordinating
committees and with assistance from the
Department of Transportation, should develop
a transportation plan for meeting the needs
of children and families who would otherwise
be unable to access health and social
services. The Children’s Services Coordina-
ting Committee should identify and maximize
funding opportunities in current federal
programs which allow payment for transpor-

90

Committee Action

The committee recommends Senate Bill No. 2042 to
provide that the Department of Health and Consoli-
dated Laboratories provide for the services of a public or
community health nurse to every student enrolled in
public schools in the state. The services may be provided
by contract with a local health district or other health
care provider and the services provided must include
health readiness examinations, health screenings,
health education, services for special needs students,
assisting pregnant and parenting teens to access
available services and resources, staff wellness
activities, inservice training and meetings, first aid,
health policies, and health fairs. The bill also requires
schools to provide appropriate facilities for the provision
of these health services.

The committee recommends Senate Bill No. 2041 to
provide that the regional and tribal children’s services
coordinating committees serve as or designate an
information and referral family resource center, under
the direction of the Children’s Services Coordinating
Committee, to inform children and families of available
services.

The committee recommends Senate Bill No. 2041 to
provide that the Children’s Services Coordinating
Committee and the regional and tribal children’s
services coordinating committees develop transportation
plans for meeting the needs of children and families who
would otherwise be unable to access health and social
services and that the Children’s Services Coordinating
Committee take all steps necessary to maximize federal
funds, including seeking a waiver when federal
regulations may otherwise make federal funds less
desirable to the state.
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tation, including seeking federal waivers
when necessary.

Child protection and safety.

a.

(1)

(2

3)

4)

(5)

Strengthen the legal protection system.

Under juvenile court sponsorship, expand
the guardian ad litem program to all
regions to strengthen advocacy for children
who are victims of child abuse and domestic
violence and children who are under the
supervision of the Division of Juvenile
Services.

County social service departments should
be permitted by law to seek a restraining
order or other means for ordering suspected
perpetrators out of the home in child abuse
and neglect situations.

Amend the current statute to permit access
to data systems and confidential information
among public sector agencies to facilitate
services for children and families requiring
help from more than one agency.

Permit juvenile courts to enforce parental
involvement in the treatment and restitution
orders regarding their deprived, unruly, or
delinquent children.

Allow parents to voluntarily place their
children, without loss of custody, for a
period of up to six months in order to
receive needed services.

Improve the system of addressing child
sexual abuse in North Dakota.

More clearly describe mandated reporters
of child abuse and neglect.

Require initial and ongoing training for
mandated reporters.

Develop child abuse and neglect reporting
protocols between local county social
services and all schools, hospitals, human
service centers, and law enforcement
agencies.

Require the completion of criminal back-
ground checks on all out-of-home child
care providers, including foster care
families, group home staff, and staff of
residential child care facilities and
residential treatment facilities.

Develop a statewide program to increase
public awareness about child sexual
abuse.
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The committee recommends Senate Bill No. 2038 that
expands the juvenile court guardian ad litem program,
allows the sharing of confidential information among
public agencies on children and families being served,
requires parents to be involved in their child’s
treatment, and allows the Department of Human
Services and county social services departments to
remove, by court order, suspected perpetrators from the
home in child abuse and neglect situations.

The committee recommends Senate Bill No. 2044 to
establish a program within the Department of Human
Services to provide out-of-home treatment services for
severely emotionally disturbed children. Before a child
may be placed in the program, the juvenile court must
determine that the placement is in the best interest of
the child. The bill further provides that the department
may not require a parent or legal guardian to transfer
legal custody of the child in order to have the child
placed in the program when the sole reason for the
placement is the need to obtain services for the child’s
emotional or behavioral problems.

The committee recommends Senate Bill No. 2039 that
expands the number of mandated reporters of child
abuse and neglect; requires training for mandated child
abuse and neglect reporters; requires training for
professionals involved in treating child sexual abuse
victims, perpetrators, and their families including
psychologists, social workers, and counselors; requires
child sexual abuse case training for attorneys, including
state’s attorneys and judges; requires the Department of
Human Services to provide, in each region, child sexual
abuse assessment and treatment services for victims,
perpetrators, and their families; requires background
checks on all out-of-home child care providers; and
requires the Department of Human Services to develop
a statewide program to increase public awareness of
child sexual abuse and to encourage the reporting of
suspected abuse.
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(6) Require a minimum number of training hours

in the area of child sexual abuse for new
law enforcement officers.

(7) Provide training on the dynamics of child
sexual abuse and on statutory changes for
all district and juvenile court judges
and staff.

(8) Require each human service center to
provide child sexual abuse assessment
and treatment services for victims,
adolescent and adult perpetrators, and
family members.

(9) Require providers of child sexual abuse
treatment to participate in specialized
training and continuing education

provided by the Department of Human Services.

(10) Explore the maximum use of funding
sources and the availability of a
sliding fee scale to ensure the child
sexual abuse victims, perpetrators, and
their family members have access to
treatment services, despite their
ability to pay.

(11) Training provided for the judiciary and
other components of the legal system on
child sexual abuse should include infor-
mation on child sexual abuse treatment,
especially the assessment and treatment
of sexual offenders.

(12) The Department of Human Services should
institute an administrative appeals
process permitting parents involved in
child welfare cases to question and
challenge government intervention into
their families. Information about this
appeals process should be given to all
parents receiving services or being
investigated at the initial point of
involvement with the child welfare
system.

(13) Reconsider the probable cause determina-
tion and level of evidence used to
substantiate reports of child abuse and
neglect.

(14) Lower the level of evidence required
in juvenile court deprivation cases from
the current “clear and convincing” to
“a preponderance of the evidence”.

(15) Establish a multidisciplinary child
sexual abuse team in each region or
multicounty area which will be respon-
sible for investigating and prosecut-
ing all child sexual abuse cases in
its area.

(16) Provide joint statewide training for
all multidisciplinary child sexual
abuse teams.

(17) Establish a state level multidisciplinary
child sexual abuse steering committee
to develop model protocols, coordinate
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The committee recommends Senate Bill No. 2045 that
lessens the level of evidence needed in child deprivation
cases; requires the Department of Human Services to
notify the subject of a suspected child abuse or neglect
report of the department’s complaint and appeals
process in writing during the department’s initial
assessment; changes child abuse and neglect terminol-
ogy used by the Department of Human Services from
“probable cause” to “services required” and “investiga-
tions” to “assessments”; replaces the state child
protection team with a state child protection committee
that is responsible for developing model protocols for use
by persons involved in child sexual abuse reports and
cases, coordinating training for persons involved in child
sexual abuse reports and cases, providing assistance to
local child protection teams, and determining whether
reported institutional child abuse and neglect has
actually occurred; expands the membership and duties
of local child protection teams; discontinues the current
child sexual abuse investigation and prosecution team
within the Attorney General’s office; provides that
assistant Attorneys General provide assistance and
training in child sexual abuse cases, serve on local child
protection teams, assist in the assessment of child
sexual abuse reports, assist state’s attorneys in juvenile
court deprivation cases and in the prosecutions of child
sexual abuse cases when requested by a state’s attorney,
and conduct juvenile court deprivation proceedings and
child sexual abuse prosecutions when requested to do so
by the state’s attorney review board; and establishes a
state’s attorney review board to review child sexual
abuse cases when requested by a social worker, law
enforcement officer, or local child protection team and
decide whether an assistant Attorney General should
file criminal charges or a juvenile court deprivation
petition.
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training, and provide technical assist-
ance to regional or multicounty multi-
disciplinary child sexual abuse teams.

(18) The Attorney General’s office should
replace state’s attorneys as the state’s
agent in providing legal representation
in civil child protection matters.
Criminal matters should remain with
state’s attorneys.

(19) Amend the law to allow up to 10 years’
probation for offenders convicted of
sexual crimes against children since
long-term treatment is often required.

(20) Explore the use of established trans-
portation systems, such as ones
currently in place for the aged, for
persons needing child sexual abuse
treatment services.

(21) The Department of Human Services should
conduct an immediate review of all 1993
child sexual abuse cases with findings
of probable cause to determine if these
children are currently at risk of
sexual abuse.

(22) Develop and maintain a comprehensive
statewide data collection system for
child sexual abuse cases.

(23) Permit the court to take into consider-
ation danger to the community or to
family members when setting bail in
criminal cases.

(24) The Supreme Court should assure that
criminal cases involving a child
victim or witness are handled without
delay.

(25) Conduct a review of the courts’ use of
and compliance with alternative testi-
mony rules.

(26) Further study the range of dispositional
alternatives available to judges in
sentencing child sexual abuse offenders.

(27) Study the disposition of cases in which
convicted sex offenders on probation
or parole do not attend court-ordered
treatment.

b. Establish child and family services as a
priority in human service centers.

— The Department of Human Services should
establish a children and family unit within
each human service center.

— The Department of Human Services should
establish clear expectations and lines of
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The committee recommends Senate Bill No. 2040 that
extends the allowable length of probation for persons
found guilty of a sexual offence against a minor for an
additional five years, from five to 10 years for felony
convictions, and an additional two years, from two to
four years, for misdemeanor convictions. The bill also
allows judges to sentence convicted sex offenders to a
treatment program.

The committee recommends Senate Bill No. 2041 to
provide that the Children’s Services Coordinating
Committee and the regional and tribal children’s
services coordinating committees develop transportation
plans for meeting the needs of children and families who
would otherwise be unable to access health and social
services.

The committee recommends Senate Concurrent
Resolution No. 4001 to direct the Legislative Council to
study dispositional alternatives available to judges in
cases involving sexual offences against children, the
