TABLE OF CONTENTS

Summary of Committee Reports ............ . Al

North Dakota Legislative Council

Committee Membership and Staff ... .. 29

Chairman’s Letter ............... .. ... . ... . ...

History and Functions of The
Legislative Council

History of the Legislative Council. ................ ... ... ..............
The Need for a Legislative Service Agency ................. ...,
Composition of the Council ......... ... .. . .. . i
Functions and Methods of Operation of the Council .....................
Major Past Projects of the Council .......... ... .. ... ... ..............

Report and Recommendations

ADMINISTRATIVE RULES
Review of Current Rulerhaking ......... ... ... ... ... ... ... ... .. ....
Review of Complaints Concerning Trailer Court Rules ...................
Administrative Code Distribution . ...... ... ... ... .. ... .. ... .. ... ......
Rulemaking Authority and Appeals .......... ... ... .. .. ... ... . it
Recommendations . ...........nieinitie ittt et i e
Statistical Summary of Rulemaking

AGRICULTURE
Beginning Farmer Programs Study........ ... ... ... ... ... ... ...
Current State Beginning Farmer Programs ...........................
Eligibility . e
Revolving Loan Fund ... .. ... ... .. .. i i,
Loan GUATANtEES . . ..ottt et e et e e e e
Federal Programs ... ...ttt et it et et
Mandatory Education ...... ... .. e e
Recommendations ... ..ottt e e e e
Soil Conservation Study ... .. .. i e e
HiStOrY ot e e e e
Existing State Law ... ... e e e
Model State Soil Conservation Law ........... ... ... ... ... ... ...,
TeStIMONY . . oottt e e e e
Recommendations .. ......oin it e i .
Livestock Sales Study ... i i e e
3 T e 52
Applicable Federal Laws ...... ... . ... .
Existing State Law ... ... e e
Recent Insolvencies . ... .. ... i e
Consolidation of Regulation ........ .. ... .. ... ... . . . . .,
Bonding .. ... . e e
Licensing and Auditing .. ....... .ottt
NSF Checks . ..o e e
Recommendations .. .. ...ttt et it e

BUDGET SECTION
Contingent One Percent Sales and Use Tax Increase .....................
State Board of Higher Education ...... ... . . .. .. .. . ... .. ...
Public Information Activity Survey ........... .. ... e,
Status of State General Fund ........ .. ... . . ... . . ... . . . .
Oil and Gas Production and Oil Extraction Tax Revenue . ................
Federal Funds Information for States ........ ... ... ... ... .. ... cvo...
Salary and Wage Appropriations Analysis ........... .. ... ... .. .. ...,



Enhanced Audit Program Reports ........... ... ... ... .. ...,
Southwest Pipeline Project......... ... ... ... ... ... .. .. ......
Tour Groups .« oot e e e B
Other Budget Section Action . ........ ...t ...

BUDGET “A”

Funding Postsecondary Education .............................. 31
Background ....... ... ... e e 31
1981-83 Higher Education Study Commission.................. 31
Higher Education Appropriations ............................ 31
Higher Education Enrollments .......... ... ... ... ... ... ... 31
Higher Education Funding Study Task Forces ................. 32
Recommendations ..ot 33
Facilities Adequacy .. ... i it i e e 36
Funding Study Summary. ........ ... it e e 36
Equipment Leasing ...... ... ... e 36
TS tIIMIONY &« . sttt ettt e e e e e 36
Appropriation Authority — Expenditure of Carryover Funds ........... 37

State Central Laboratory Study ........... .. .. .. i 37
Governor’s Management Task Force................................. 37
Laboratory Task Force ... ... . i 37
Recommendation ........ ... .. i e e 38

Study of State Facilities ............ i i i 38
Background ... ... .. e 38
Previous Studies ....... ... ... i e 38
Revolving Fund for Prepayment of Consulting and

Planning Fees for Capital Improvements ........................... 38
Recommendations .. ... ...ttt e 39

BUDGET “B”
+ Study of the Investment Powers of the State Investment

Board and the Public Employees Retirement System . .................. 40
Background ... ... .. e 40
Structure of the State Investment Board.............................. 4]
Recommendations . ........oeuuunetinetine et 41
Investment Goals and Objectives .............oouviiiniiiiiennn... 42
Recommendation . ........unetnn ettt 42
Investment Reporting ...... ... it 42
Recommendation ..........oiuuiuiiinnnii i, 42
Legal Investments ... ... ..o i i e 42
Recommendation ...........cuiitniuneinninn i, 43
Other Committee ACHON . ..ottt ittt ettt ieen s 43
Future Study . ...t e 43

Study of the Investment, Lending, and Bonding Programs

of the Industrial Commission of North Dakota, Bank of
North Dakota, State Department of Agriculture, Economic
Development Commission, Board of University and School

Lands, State Investment Board, and other agencies ................. ... 43
Promotion of North Dakota Agriculture and
Industrial Development . ...... ... .. . i 45
RecommENdation .. ... ..ttt et 45
North Dakota Housing Finance Agency .......... ... ... .. 45
Vietnam Bond Sinking Fund ....... .. ... .. ... ... ... 45
Real Estate Series A Bond Issues........... ... .. ... .............. 45
Notification to General Public of North Dakota Bond Issues............ 45
CommIttee ACHOM .o\ttt ittt e ettt ettt ettt et e 45
Outstanding Debt Reporting .. ......... ... ... . . . 46
Recommendation ........ouuiniun ittt 46
Other Committee ACLiOn ... ... ittt 46

BUDGET “C”

Study of the State Medicaid Reimbursement Formula
Background ...... ... .. 47



Interim Study. . ... o
Prospective Reimbursement System..................................
Cost Containment Incentives .......... oo,
Rate Determination ... ..ottt s,

Property Cost Reimbursement ........... .. ... .. ... .. cuiiiniun.on..
Recommendation ...... ... ... i

Ancillary Services ... ..ot
Recommendations ............ .. it
Other ArCas . ..ottt e
Study of Financing Resident Care at State and Community
Facilities ..o
Background ......... ..
Review of Current Statutory Law . ... ... ... ... ... ... ... ... .....
TS tiMIONY - . o oo e
Recommendations ..... ... ... i
Monitoring Status of Appropriations. ........... ... iiiiiiinniiinn..
Background ... ... .
Status of Appropriations of Major Agencies ..........................
Status of Deinstitutionalization .............. ...t iiinenenn...
Recommendation . ... .. ..t it it e

Budget Adjustments . ........ ... e
Motor Vehicle Central Management System ..........................
Federal Mineral Lease and Royalty Payments. ........................

CHARITABLE GAMBLING

History of Charitable Gambling in North Dakota........................
Expense LImitation .. ...... ...t e
Percentage Level ... ... .
Allowable tems . .. ... i e e
Accounting Period . ..... ... ...
Recommendation ........... ..o,
Rent LIMItAtIONS . ..ottt i e et et et e e e
Recommendation ......... ... . i e
Sports Pools .. ..o e
Recommendation . ........ .. .. i i
Site Regulation. ... ...t e e
Recommendations .. ... ... e e
Other Matters ..ottt e e ettt et et e
Local Subdivision Tax Share . ......... .. i,
Donations to Law Enforcement Agencies.................ovvininn...
Other Topics Considered . ... e e
Table | — Compliance With Expense Limitation ........................
Table 2 — Economies of Scale Issue — Compliance with
Expense Limit Compared to AGP Volume of Licensee .................
Table 3 — The Impact of Blackjack — Compliance With
Expense Limitation Measured Against Presence or
Absence of Blackjack . ... ..o i e
Table 4 — Rent EXpenses . ... ...t i e

EDUCATION “A”

Elementary and Secondary School Finance .............................
Principles of the School Foundation Aid Formula .....................
Per-Pupil Payments .......... ...
Weighting Factors . ... e
Equalization .. ... ...
Transportation and Tuition Apportionment Payments .................
1981-82 Interim Study . ...t
Foundation Aid Proposals . ...... ... . . . i
School District Revenue Caps. ...t



Transportation Payments...... ... ... ... i i 63

Tuition Payments ... .. ...ttt 63
Educational Excellence Programs ......... ... .. ... ... i, 64
Recommendations .. .....oi it i i e 65
Special Education Services .............. ... i i 65
Background . ... . 65
Boarding Care and Tuition Costs....... ... ... i 65
Special Education Personnel Costs ............. ... oo 66
Delivery of Special Education Services .......... .. ..ot 66
Postsecondary Special Education Program ........................... 67
Recommendations .. . ...ttt ittt 67
Summary of Cost of Education Ratios ............... o viiiiinnn... 68

EDUCATION “B”
School District Reorganization, Annexation, and

Dissolution Laws . ... ..ottt e e 69
Background ........ e 69
Continuing Problems ....... ... o i 70
=18 1 10) 132 P PP 70
Recommendation . ... ... ..ottt eiee ittt 71
Position of County Superintendent of Schools........................... 71
HiStOry oottt e e e 71
County Superintendency Report......... ... ... ... ... .. ... 72
ATea ServiCe AZENCIES ..o\ttt ittt it et e e 72
Recommendation . ... ... ....iutniitit i ieinn e innanenenenns 74
Minimum Curriculum Requirements ............ ... ... ... cciiien.... 74
Background ... ... e 74
(07 4T 113 T X ¢ U 75
Length of School Term . ... ... . i i i 75
Background .. ... e 75
Committee StUAY . ..ottt i ittt e e e e 76
Recommendation ... ... ... . ittt 76
Student AbSENteeism .. ..ottt i e e e 76
Background ... ... . 76
Committee Study . ..ottt i e e e e e 76
(o o3 1117 1o ) + L P 78
Statutory Duties and Responsibilities of Teachers........................ 78
Background ... ... . e e 78
Committee StUdy ... .ttt e e 78
ConCIUSION .\ .ttt e e 78
Instructional Television . ..... .. ... i e 78
Background ...... .. .. e 78
2518 o 1 7o) o P 78
ConCIUSION . ..ot e e e 79
Educational Excellence ... .. . . i 79
CoonCIUSION . . e i i e e 80
Table of Cross-References for School District Reorganization,
Annexation, and Dissolution Bill ......... ... ... ... ... .. .. 80
ELECTIONS
Voting Systems Study . ... e e 81
Voting Systems in Use . ........ . it 81
Problems With Voting Systems . ........... . .. et 81
Election Officials . . ... .. .. . . i 81
Public AdmInIStrator .. ...ttt e e 82
EleCtioneering. . ..ottt ittt e e e e e e 83
Recommendations .. .. ... ...ttt i e e 83
Petition RequUirements . .. ... ... ittt et iin e 84
Referral and Initiative Petitions . ........... .. . . i, 84
Recommendations ... ....uun ittt it i 84
ENERGY DEVELOPMENT
Privilege Tax on Coal Gasification Facilities ............................ 86
Background . ... ... e 86
B 1023 8T oo Lo ¢ P 86
Recommendations ... ..ottt it i e e 87
Coal Impact Aid Program ...... ... i i i i e 87

Background . ... .. e 87



TeStImMONY .« oo e

CoNCIUSION .« ottt
GARRISON DIVERSION OVERVIEW
Legal Issues .. ... ..
The Garrison Diversion Unit Commission .............................
Updates on Project ... ... .. .
Relationships With Canada and Downstream States.....................
CommMILtEe ACHION ..ottt e e ettt
Testimony of Senator Rolland W. Redlin ..............................
Resolution . ... e
GOVERNMENT REORGANIZATION
Efficient and Prompt Collection of Taxes ..............................
Background ....... ... e
Alternative Methods of Collecting Taxes .......................c.....
Tax Collection Methods Used in North Dakota and
Other States. .. .ottt i e e e
TS mMIONY . . ot ittt e e e e e
CONCIUSIONS o\ttt e e et e e
Labor and Employment Services....... ... ... ... . i i,
Background ....... ... ... e e
Prior Legislation Relating to the Combining of Labor
and Employment Agencies ............ ... i i
Statutory Duties of Agencies Providing Primarily
Labor and Employment Services........... .. .. ... ... ... .. ...
Consolidation of Labor and Employment Services
In Other States ... ..ottt e e e e e
Feasibility of a Combined Reporting Form ..........................
TS MOy o vttt i e e e e e e
Conclusions and Recommendations............. ... ...oiiiiiunnon..
Financial Management and Administrative Services .....................
General Information ... ... e i
Background ...... ...
Prior Report .. ... e e
Review of Information Concerning Agencies Named
in the Study Resolution ........ ... .. .. ... ... ... . . ...
Investment and Management of State Funds.........................
Background . ... ... .. e e
Joint Meeting With Budget “B” Commuittee .......................
ConCIUSIONS - ..ttt e e e
State AUdItOr . o .t i e et e
Background ... . ... e
State Board of Equalization........ ... .. .. .. ... ... ... ..
Board of University and School Lands............................
Public Employees Retirement Board. .............................
TeStImMONY .o\ttt e e
Recommendations .............. i i
Administrative Placement of Grafton State School and
San Haven . ... .o i e e e e
Background ... ... . e
TS IMONY . ottt e e e e e e
Recommendations . ........c. ittt i
State TreasUrer . ... ..ottt i i e e et
Background ... ... e
Review of the State Treasurer’s Duties and
Responsibilities . ... ... .. i
TeStimMONY ..ottt e e
Recommendations . ......... ...t i
Estimated Fiscal Impact ........ ... .. ... ... ... .. ..
INDUSTRY, BUSINESS AND LABOR
Health Care Studies. .. ... . it i e e et
Health Care Cost Containment .. ..............cuiiuuiininnnnennnns
Government Regulations Subcommittee. ..........................
Health Care Innovations Subcommittee...........................
Medical Malpractice Subcommittee ..................... ... ......

Committee Recommendations — Government Regulations ............



Committee Recommendations — Health Care Innovations ............ 118

Committee Recommendations — Medical Malpractice ................ 118
State Health Insurance Program Study ... ... 118
CoOnCIISION & o\ttt e e e e e {19
Insurance Taxesand Fees Study . ........ ... .. .. .. .. . ... 119
Insurance Premium Tax. ... ... it i 119
Insurance Company Fees and Charges .............................. 120
Recommendations . ........ ... ittt 120
Business Closings Study ... ... o e 120
Background ... ... . 120
State and National Response ......... ... ... ... .. ... .. ... ...... 121
CoNCIUSION & vttt e e e e e 122
Bid Preference Laws Study ........ ... . 122
ConClIUSION .« ot e 122

INSURANCE CODE REVISION

Insurance Code Revision Effort ...... ... ... ... .. . . .. .. ... . ... .. 123
Insurance Code Revision Recommendation .......... ... . v iiunn... 123
Nonsubstantive Changes ......... .. oottt i, 123
Substantive Changes . ... ..ottt e i 123
Deleted ProviSIOnS vttt ettt et ittt ettt e e e 125
Cross-Reference Tables for Revised Insurance Provisions ................ 126

JUDICIARY “A”

Corporate Farming Study ......... . i 132
Background ... ... . 132
Charitable Use Exemption...... ... ... ... i, 132
Family Farm Corporations ....... ... ... ... i, 133
Industrial Use EXCEPLION . ..ot i it 133
Partnership Farms........ ... .. i i 134
Fiduciary Disclosure Exemption........ ... ..., 134
Future Acquisition by Nonprofit Organizations ...................... 134
Recommendations .. ....v ittt e e et 134

Railroad Branchline Abandonment Study.............................. 135
Recommendation .........c...uiuiinintninint i 136

Tax-Exempt Farmer Loan Study ........ ... ... ... o i, 136

JUDICIARY “B”

Secured Transaction Laws ......... . o i i 137
Background ...... ... e 137
=234 ¢+ o1 P 138
Bill Drafts to Change EXCeption. . ........ouvrini ... 138
Central Filing. .. ... e e 138
COoNCIUSION o\t e i e e e 138

Game and Fish Laws. .. ... i 139
Background . ... .. e 139
Recommendations ...ttt 139

WEAPOMIS « ottt e e e 139
Background . ... ... e 139
TeStIMONY - . ottt e 139
Recommendation ........... . ... it 140

Constitutional and Statutory Revision . ........... ... .. ... ... ... ..... 140
New Executive Branch Article — Recommendation................... 140
Procedure for Levy of Execution — Recommendation ................ 140
Foreclosure of Statutory Liens on Personal Property and the

Enforcement of a Pledge by Sale — Recommendation .............. 141
Foreclosure on Personal Property — Recommendation................ 141
Qualifications of Notaries Public — Recommendation ................ 141
Vacancy in Office of District or County Judge or

Supreme Court Justice — Recommendation....................... 141
Bad Check Laws — Recommendations.............................. 142
Charitable Organization Solicitation and

Fundraising — Recommendations. . ....................coviviu. ... 142
Headnote — Recommendation........... ... ... .. .. .. .. .. 142



Voter Assistance Due to a Disability of an

Elector — Recommendation.......... ... ... ... .. ... cvvuiinin.. 143
Technical Corrections — Recommendation .......................... 143
LEGISLATIVE AUDIT AND FISCAL REVIEW
Interest Earned on Commodity Assessment Funds ...................... 148
Background . ... . e 148
Analysis of Agricultural Commodity Promotion Agency
FUnds ..o 148
Agricultural Commodity Assessments Funds in
Minnesota. Montana, and South Dakota ......................... 149
OMB Proposal ... ... e 149
=231 T 1} 149
Recommendations . . ... ..ottt e e 149
State Veterans’ Benefit Programs ............. .. ... ... ... ... . ..., 150
Background ... ... e 150
Recommendations of Veterans’ Organizations ........................ 150
Recommendations .. ...ttt ittt e 150
Revolving Funds . ... ... i e 150
Background .. ..... .. e 150
Analysis of Revolving Funds ........ ... ... ... ... ... .. ... .. ...... 151
Recommendations .. ...t e e 151
State AUGIIOL oo vttt it e et e 152
Audit of the State Auditor’s Office ................................. 152
Major Audits and Recommendations ..................c.cccvivniin... 152
Responses to Audits and Committee Recommendations ............... 152
Audits of Federal Funds ........ .. .. .. . . i 152
State Hospital . .. ... i s 152
Writeoff of Accounts Receivable .......... ... ... ... ... ... .. ... .... 152
Recovery of Costs of Nonresident and Indian Patients ................ 152
Other Action and DiSCUSSION . . ... vttt ittt it ettt et ie s 153
LEGISLATIVE PROCEDURE AND ARRANGEMENTS
Renovation of the Legislative Wing . ....... ... ... .. ... . ...iiin.n.. 154
Background . ... 154
Refinishing of Woodwork ........ ... .. o 154
Bench Reupholstery in Memorial Hall .............................. 154
Sound Systems and Tables in Appropriations Rooms ................. 155
Legislative Wing Lighting ....... .. ... . . . . . . i, 155
Recommendation ............iuiuiiniiii ittty 155
Legislative Rules ... ... . e 155
Personal Privilege ... .. ..ot i e e 155
Divided Questions and Demands for Roll Call Votes.................. 155
Elimination of Routine Motions. .. ...... ... ... ... i i e, 156
Reconsideration of Amendments ....... .. ... ... ... .. .. . .., 156
Excusing Members from Voting.......... ... ... . i i, 156
Reading of Bills .. ... ... e 156
Smoking in House Committee Rooms .............................. 156
Posting Notice of Committee Meetings ........... .. ... ... ...uo... 156
Printing and Distribution of Journals ............................... 156
Clearing Floor Before Session............. ... ... ... oo, 157
Communications inJournals. ....... ... ... .. e 157
Previous QUestion .. ..ottt e e 157
Floor Amendments in House on Sixth Order ........................ 157
Bill Introductions by Leaders ...... ... .. .. ... ... .. ... ... ... ..., 157
Committee Recommendation ANNOUNCEMENtS . . ... ...vvirnenrnnenn .. 157
Conference Committee Jurisdiction ........ ... ... ... ... .. ouuu..n. 157
Legislative Document Dissemination ................o.iiiiiennennnnn. 157
Special Occasions and Agendas......... ... ... ... o i, 158
Tribal Affairs Address ... i e 158
Military Exchange Program ....... ... ... . 0. . i i 158
Organizational Session Agenda ........... .. ... ... i, 158
State of the Judiciary Address ........... .. . . . . 158
Physical Fitness Day. ... ... i e 158
Report of the Legislative Compensation Commission ................. 158
Four-Day Break ....... ... . . e 158

Miscellaneous Administrative Matters ...................... B 158



Internship Program.. ... .. ... i i i e 158

Tour Guide Program .. ......... ittt ittt 159
Chaplaincy Program ......... .o 159
Legislative Employee Handbook ......... ... . ... ... .. .. ... 159
Employee Screening and Training . ............oo .., 159
Displays in Memorial Hall ... .. ... . ... ... ... ... . ... ... 159
Agency Bill Introductions . ........... i i e 159
Journal Voting Records . ... ...ttt ittt 159
Legislative EQuipment .......... ittt e 159
NATURAL GAS PIPELINES
Taxation of Natural Gas Pipeline Property................ ..o on... 161
Background ....... ... . 161
TeSTIMOTIY & . o e ettt et ettt et e et e e e e 161
CONCIUSION &« o ittt et et e e e e e e e e 162
Construction of a Natural Gas Pipeline................................ 162
Background .. ... ... e e 162
TESHIMIONY & ¢ & oo et et e et et et e ettt et et e e e e 162
Recommendations . ... ..ottt e e . 163

NATURAL RESOURCES

Low-Level Radioactive Waste .. ... ..ot iinieeann 165
Background . ........ i e 165
Low-Level Radioactive Waste Policy Act of 1980.................. ... 165
State Law ...t e e e 165
1983 Legislative Assembly Action ......... ... i, 166
Committee ConsSIderationsS . . .o vv vt n ittt n i ienens 166
Recommendations . ..ottt e et e 168

Toxic and Hazardous Substances . ........ ... ... .. ... 169
Worker Right-to-Know — Background ............................. 169
OSHA Hazard Communications Rule ........ ... .. ... ... ... ..., 170
Worker Right-to-Know — Committee Considerations................. 171
Hazardous Waste Management ............. .. it ernnnns. 171
COnCIUSIONS o\ttt et e e e e 172

Waterfowl Production Areas and Refuges.............................. 172
Federal Law — Background ........ ... ... .. ... ... .. ... 172
State Law .ot e e e e 172
North Dakota v. United States......... ..o, 172
Committee Considerations. ... ... ovr ittt it ittt e eenn, 173
Waterfow! Production Area Easement Acreage Delineation . ........... 173
Payment in Lieu of Taxes ... i i .. 173
Federal Constitutional Requirement for State

Consent for Federal Land Acquisition ............................ 174
Technical Amendments ...l e 174
Recommendations . . ... .ottt ittt et e e e 175

POLITICAL SUBDIVISIONS “A”

Regional Airport Funding ........ ... .. ... .. 176
Background . ... ... 176
Establishment of Air Carrier Regions .......... ... ... .. .. .coo.oo... 176
County Airport Mill Levies .. ... it 177
Atrport Toll Roads ........ ..o 177
Constitutional Amendment — Statewide Mill Levy ................... 178
Resolutions to Neighboring States ..............co ... 178
Recommendations .. ....ouut it et e e 178

Mobile Home Regulation . ........ .. .. . i 178
Background ... ... .. 178
Landlord-Tenant Relationships ....... ... .. ... . ... ... ... . ... ... 178
Mobile Home Taxation . ...... ...ttt eiin ., 179
Recommendations .............. e e e 179

Land Use Planning Study. ... .. ... . 179
Recommendation . ... .......iuienminann it 180

Mobile Home SItIng ... .ot e 180

Derivation Table . ... ..o e 181

Distribution Table . ... i e e 182



POLITICAL SUBDIVISIONS “B”

Background .. ... e 183
Home Rule. .. ... e e 183
Transfer of Powers . ... . .. i i 183
Constitutional Status of Offices ........ ... .. ... ... ... ... ........ 183
Optional Forms of Government . ......... .. ... .. .. i i, 183
TeStIMONY . oot e 183
Recommendations of the Bureau of Governmental Affairs ............. 184
Recommendations of the Association of Counties .................... 184
Recommendations . . ... .. ...t i e 184
RETIREMENT
Teachers’ Fund for Retirement Recodification Study .................... 186
Highway Patrolmen’s Retirement System ............. ... .. .. .. ... ... 186
Background . ... ... . e 186
Highway Patrolmen’s Retirement System Funding Status.............. 187
Committee Considerations. .. ... oouuitinninn i in i, 187
Recommendations . . .. .u. ettt ittt ittt 187
Peripheral Retirement Programs Survey ........ ... .. ... ... .. ... c.c... 188
County Survey Results . ... .. ... 188
School District Survey Results .. ......... ... ... .. ... 188
Municipal Survey Results ...... .. . 188
Recommendations .. ... ... i e 188
Consideration of Retirement Proposals .................. ... ... ...... 188
Alternate Firemen’s Relief Association Retirement ...................... 189
Firemen’s Retirement Recommendations ............. ... ... ........ 189
Public Employees Retirement System ............. ... oo ineenann.. 190
Teachers” Fund for Retirement ......... .. ... .. .. ... . i iiiiineaen... 191
Proposals Affecting Multiple Retirement Programs ..................... 193
Old-Age and Survivor Insurance System ......... .. ... ... .. . L. 194
Proposed 1985-86 Interim Retirement Studies ..................... ... .. 194
TENNECO PLANT
Background . ... ..o e 195
1981-82 Interim Study .. ...t e 195
Study Considerations . ... ...ttt it e 195
Tenneco Plant Project Postponed .......... ... ... .. .. ... i, 195
Great Plains Coal Gasification Plant................................ 196
Tenneco Plant Water Supply Problems. .......... ... ... .. ... ... 196
North Dakota-Montana Joint Impact Mitigation Plan ................ 196
Tenneco Plant Impact Assistance Interstate Compact ................. 197
Coal Development Impact Loans . ....... ... ... . i, 198
Recommendations ... ..ottt e e 198
WATER
Water Development Finance ....... ... ... . i, 200
Existing Funding Sources ...... .. ... .. i i 200
Citizens Advisory COmmittee . ... ...ttt 201
1983 State Water Plan . ......... . it i e e 201
Citizens Advisory Committee Recommendations ..................... 201
Water Use Fees and Taxes ....... ...t 202
Coal Severance TaX . .....ouiiiniii i e i 202
Bank of North Dakota..... ... . ... i i, 202
Recommendations . ...ttt it et e e 202
Water Resource DIStIICES ... vu ettt vttt ettt et et e eaeenns 203
Issues Considered . ... ... . i 203
Recommendations .. ...ttt et e e e 204
Statewide Annual Requirements ........... ... it iiininnnn.n. 205
Table — Statewide Recommended Plan — Early Action Program ........ 206
EXPLANATION OF LEGISLATIVE COUNCIL BILLS AND RESOLUTIONS
Senate Bills and Concurrent Resolutions . .............................. 207

House Bills and Concurrent Resolutions . .......... ... .. .. 211



SUMMARY
BRIEFLY — THIS REPORT SAYS

ADMINISTRATIVE RULES COMMITTEE

The Council reviewed all state administrative agency rulemaking actions from
August 31, 1982, to November 2, 1984. Although concern was expressed over the
rulemaking procedures followed by some agencies, no formal objections to rules
were filed. Because of the requirements of the code publication process, the
Council recommends a bill to provide for four copies of the North Dakota
Administrative Code to be distributed to the Legislative Council by the Secretary
of State. Because of questions concerning the necessity of statutory provisions
throughout the code concerning rulemaking procedures of administrative agencies
and rights of appeal from agency decisions, the Council recommends a concurrent
resolution to study statutes outside of the Administrative Agencies Practice Act
to determine their necessity due to the substantive nature of that Act.

AGRICULTURE COMMITTEE

The Council studied beginning farmer programs and mandatory education for
beginning farmer program applicants. The Council recommends a bill to establish
a beginning farmer eligibility advisory board, mandate education for program
applicants, revise the revolving loan fund, and allow personal property loan
guarantees.

The Council studied state soil conservation laws and the proposed model state
soil conservation law. The Council recommends that the model state soil
conservation law not be enacted. The Council recommends a bill to lower the vote
requirement for approval of land use ordinances by soil conservation districts.

The Council studied livestock auction market and dealer licensing and bonding.
The Council recommends a bill to raise the minimum bond requirements for
livestock dealers; a bill to increase the authority of the agencies regulating the
livestock industry; a bill to transfer authority over the licensing and bonding of
livestock auction markets from the Livestock Sanitary Board to the Commission-
er of Agriculture; a bill to require livestock auction markets and dealers to file
records releases; and a bill to provide that any seller of livestock retains title
until a check given in exchange for the livestock has cleared.

BUDGET SECTION

The Council approved the report from the Office of Management and Budget
certifying general fund revenue receipts of $437,878,817.21 whereby the contingent
one percent sales tax increase did not become effective because revenues were
greater than $400 million. The Council also approved construction of an annex to
the Aerospace Science Center at the University of North Dakota, funded by a
Federal Aviation Administration grant of $2.75 million, and the nonresident
tuition rates set by the State Board of Higher Education.

The Council received a report regarding the number of persons performing
public information activities and the cost, nature, and frequency of such
activities. The Council encouraged state agencies and institutions to curtail the
use of contracted public relations services, and to utilize such services only if
approved by the Legislative Assembly. The Council also received reports on the
status of the general fund, oil and“gas production and oil extraction tax revenues,
the Tax Commissioner’s enhanced audit program, and 1983-85 salary and wage
appropriations.

Tour groups visited major state institutions and agencies, evaluated requests
for major improvements and structures, and heard problems encountered by the
institutions.

BUDGET "“A” COMMITTEE

The Council studied the funding of postsecondary education. The Council
adopts 23 recommendations relating to future funding of postsecondary education,
including the development of priorities and changes in the methods of funding
faculty, equipment, facility maintenance, research, and computers. The Council
recommends a bill to allow the Office of Management and Budget to lease or
acquire equipment for state agencies and institutions by issuing and selling
variable rate demand notes.

The Council studied the feasibility and efficiency of placing all state
laboratories in a central laboratory facility. The Council recommends that any



additional laboratory facility in Bismarck be constructed near the current State
Laboratories Department to allow for collocation of the laboratory of the State
Department of Health, the State Laboratories Department, and the laboratory of
the State Water Commission.

The Council studied the uses of existing state facilities but makes no
recommendation to change the current procedure for financing statewide capital
construction projects or to provide for alternate uses of existing facilities.

BUDGET “B” COMMITTEE

The Council studied the investment powers of the State Investment Board and
the Public Employees Retirement System to determine whether the best return is
being received on the state’s investments and to investigate possible investment
alternatives available within the state. The Council recommends a bill to add as
members of the State Investment Board the executive secretary of the Teachers’
Fund for Retirement and two members from the private sector experienced in the
field of investments. The Council recommends a bill to require the funds under
the control of the State Investment Board and the Public Employees Retirement
System to establish policies on investment goals and objectives and to prepare
uniform annual investment performance reports. The Council recommends a bill
to allow the State Investment Board to invest in stocks, and a bill to provide a
“prudent person’’ standard for investments of the Teachers’ Fund for Retirement.

The Council studied the investment, lending, and bonding programs of various
state agencies to determine the possibility of designing state investment and
lending programs to provide financial assistance to North Dakota private
businesses. The Council recommends a bill to require the State Auditor's office to
prepare annually a report identifying all outstanding evidences of indebtedness of
the state. The Council recommends a bill to repeal laws relating to the obsolete
bonding programs. The Council supports the creation of venture -capital
corporations to provide venture capital to developing business in the state.

The Council recommends a concurrent resolution to continue the study of the
investment powers and performance of the State Investment Board and funds of
the Public Employees Retirement System as a way to monitor the implementation
of present recommendations and to determine whether further improvements are
possible.

BUDGET *‘C” COMMITTEE

The Council studied the state’s reimbursement of Medicaid patient-related care
in nursing care facilities. The Council recommends a bill to allow additional
reimbursement for certain costs to nursing care facilities with no differential
between private and Medicaid patient rates. The Council recommends a bill to
limit rental reimbursement when a facility is sold and leased back to the original
owner, and a bill to provide for the recapture of depreciation expense previously
paid a provider when a facility is sold at a gain. The Council recommends a
concurrent resolution to urge the Department of Human Services to revise its
long-term care facility Medicaid reimbursement system, and a concurrent
resolution to urge long-term care facilities to develop a long-term care facility
code of ethics including guidelines to promote uniformity in the basis for charging
for ancillary services and miscellaneous supplies.

The Council studied the financing of resident care at state and community
facilities. The Council recommends no changes be made to current law relating to
the financing of this care.

The Council monitored the status of major state agency and institution
appropriations. The review focused on expenditures of the institutions of higher
educaton and the charitable and penal institutions, appropriations for elementary
and secondary education, and appropriations to the Department of Human
Services for medical and economic assistance.

The Council monitored the placement of residents from the Grafton State
School and the status of deinstitutionalization. The Council recommends a bill to
allow profit corporations to obtain licenses to operate treatment centers for
developmental disabled persons.

CHARITABLE GAMBLING COMMITTEE
The Council studied the operation of games of chance, with emphasis on the
level of allowable expenses deducted by charities from adjusted gross proceeds of
gaming operations and the uses made of net proceeds from games of chance. The
Council recommends a bill to increase the limitation on allowable expenses



deductible by a charity from adjusted gross proceeds of gaming operations, to
allow full year computation of the percentage limitation, and to allow the cost of
utilities as a deductible expense. The Council recommends a bill to limit monthly
rent charged a charitable organization by a host site of a gaming operation to the
lesser of 2.5 percent of monthly adjusted gross proceeds or $150 per blackjack
table, with no limit on rent charged for bingo operations. The Council
recommends a bill to increase the payout limit on sports pools to 90 percent of the
amount wagered and a bill to allow local licensing of sports pools. The Council
recommends a bill to require a two-month waiting period before a new sponsoring
charity can replace an old one at a host site and a bill to allow suspension or
revocation of a liquor license when the holder of a license violates charitable
gambling law or the general criminal prohibition of other kinds of gambling.

EDUCATION “A’” COMMITTEE

The Council studied elementary and secondary school finance and focused its
attention on the foundation aid formula, transportation aid formula, tuition
payment formula, school district mill levy authority, and school district financial
incentives to improve educational programs. The Council recommends a bill to
increase per-pupil foundation aid payments to $1,525 for the 1985-86 school year
and $1,595 for the 1986-87 school year. The Council recommends a bill to permit
school districts which have taxable valuation that has increased 20 percent or
more over a one-year period and which would as a result of the 20-mill
equalization deduct receive less in state foundation aid payments to levy for two
years without a vote any number of mills necessary to offset the foundation aid
payments which would otherwise be lost. The Council recommends a bill to
eliminate the current transportation payment formula and replace it with a block
grant payment to reimburse school districts for 85 percent of their transportation
costs. The Council recommends a bill to establish a partnerships in educational
excellence program to provide state payments to participating school districts for
planning and implementing local educational excellence programs.

The Council also studied the future provision of special education programs.
The Council recommends a bill to require the Department of Human Services to
reimburse school districts for 70 percent of the costs of room and board paid on
behalf of handicapped children placed in facilities outside their school districts of
residence for special education services not available within their school districts
of residence. The Council recommends a bill to make the state financially
responsible for the costs of a child who has been ordered by a court or social
service agency to stay for any prescribed period of time at a state special
education facility, foster home, or a home maintained by any nonprofit
corporation. The bill also clarifies which school district is the legal residence for
children who are placed voluntarily in facilities outside their school districts of
residence for special education services. The Council recommends as part of its
recommended foundation aid bill that school districts be reimbursed in an amount
equal to 60 percent of the salary and fringe benefits costs paid the previous year
for personnel employed to deliver special education instructional services. The
Council recommends a bill to establish a special education area coordinator pilot
program. The Council recommends a concurrent resolution urging the United
States Department of Education to approve the joint application submitted by the
North Dakota State University-Bottineau and the Bottineau Peace Garden Special
Education Cooperative for federal funds to implement a program designed to
train educable handicapped persons with marketable job skills in postsecondary
educational institutions.

EDUCATION “B’” COMMITTEE

The Council studied state laws regarding the reorganization, annexation, and
dissolution of school districts; the position of county superintendent of schools;
minimum high school curriculum and length of the school term; the effects on
students of nonacademic extracurricular activities and absenteeism; and the
duties and responsibilities of elementary and secondary schoolteachers. The
Council recommends a bill to repeal current school district reorganization,
annexation, and dissolution laws and to establish one new chapter to the North
Dakota Century Code addressing general provisions applicable to all three
procedures for altering school district boundaries and three new separate chapters
to deal specifically with each of those procedures. The Council recommends a bill
to implement an area service agency pilot program to provide educational and
administrative services to school districts. The bill also requires a plan be



established for the eventual transfer of all county superintendents of schools’
duties to area service agencies by January 1, 1989. The Council recommends a bill
to increase the minimum school term by five days with a local school board
option of using three of those extra days for inservice education training. The
Council recommended the Superintendent of Public Instruction introduce a bill in
the 49th Legislative Assembly to delete or amend outdated statutes concerning
teachers’ responsibilities.

The Council studied the feasibility and desirability of using facilities of public
television to make specialized instruction programs available in elementary and
secondary schools. The Superintendent of Public Instruction has included in his
executive budget a request for funds to purchase instructional television
programming. The committee makes no recommendation with respect to the
funding of instructional television.

ELECTIONS COMMITTEE

The Council studied voting systems in use in the state and general election law
requirements. The Council recommends a bill to provide that the delivery of the
elections supplies and the training sessions for election workers may not be more
than 15 days before an election; a bill to provide for general requirements for the
appointment, duties, and compensation of election officials; a bill to provide that
the ballot card for electronic voting systems must contain the names of all
candidates; a bill to provide that the ballot card for electronic voting systems
purchased after June 30, 1985, must contain the names of all candidates; a bill to
provide for an alternative composition of the county canvassing board when the
only item on the ballot is either a bond issue question or the election of a judge,
or both; a bill to provide that the county canvassing board, in lieu of the election
board, may canvass the votes for those precincts using electronic voting systems
or electronic counting machines; a bill to provide that a rectangle must be printed
on all ballots, ballot cards, and ballot envelopes in which the stamp and initial
should be placed; a bill to provide for the appointment of election inspectors for
four years; a bill to remove the requirement that a county elect a public
administrator and authorize a county judge to appoint someone to that office; and
a bill to repeal the present provisions relating to electioneering and ban
electioneering within 300 feet of a polling place on election day.

The Council studied statutes relating to the petition of governmental bodies
with emphasis on petition requirements, verification requirements, and the
feasibility and desirability of achieving uniformity. The Council recommends a
bill to define the term ‘‘qualified elector’ for petition purposes and insert the
term throughout the Century Code in lieu of such words as elector, people, legal
voters, voters, bona fide electors, electorate, persons, eligible voters, signers, and
citizens. The Council recommends a bill to set forth the form for referendum and
initiative petitions, and a bill to allow a sponsoring committee for referred or
initiated measures to use separate notarized signature forms when seeking
approval of the petition.

ENERGY DEVELOPMENT COMMITTEE
The Council studied the coal conversion facilities privilege tax and the
allocation of the proceeds from the tax. The Council makes no recommendation
for change in the allocation formula but recommends a bill to exempt the
byproducts of the coal gasification process from the tax.
The Council studied the operation of the coal impact aid program. The Council
makes no recommendation for legislative change in the coal impact aid program.

GARRISON DIVERSION OVERVIEW COMMITTEE

The Council received several briefings on the progress of litigation surrounding
the Garrison Diversion Project, the status of construction activity, the mitigation
issue, discussions with Canadian officials, and on relationships with downstream
states. The Council also provided support for the Garrison Diversion Project at a
meeting of the federal Garrison Diversion Unit Commission. The Council
approved a resolution that requests the Legislative Assembly to take necessary
action to bring about a condition and atmosphere of upstream and downstream
reciprocity in United States-Canadian drainage. The Council approved a
resolution that requests the North Dakota Congressional Delegation to work with
the congressional delegations from downstream Pick Sloan — Missouri Basin
program states to assist the North Dakota Legislative Council to do research to
establish the amount of annual benefits that accrue to downstream Missouri River



states by the inundated acres in upstream states and to rekindle downstream
interests in supporting benefits that would reduce the sacrifices being made by

upstream states.

GOVERNMENT REORGANIZATION COMMITTEE

The Council studied methods of providing more efficient and prompt collection
of taxes by the state. The Council concludes that North Dakota’s present tax
collection system does not result in excessive delay in receipt by the state of tax
revenues, and that there would not be sufficient benefits to the state for revision
of the current remittance system.

The Council studied the feasibility of combining certain labor and employment
services, and studied the feasibility of combining the Department of Labor, Job
Service North Dakota, and the Workmen's Compensation Bureau. The Council
concludes that most of the areas of duplication between the Department of Labor,
Job Service North Dakota, and the Workmen's Compensation Bureau could be
eliminated administratively and that a consolidation of the three agencies is not
necessary at this time. The Council recommends a resolution directing the three
agencies to coordinate their efforts in providing labor and employment services,
with special emphasis given to combining reporting forms, payroll auditing
functions, administrative and data processing services, and to sharing office
space. The Council also recommends a bill to allow the sharing of payroll
information data between the Commissioner of Labor and the Workmen's
Compensation Bureau.

The Council studied the financial management and administrative services of
state government. The Council recommends a bill to replace the State Auditor
with the State Treasurer on the Board of University and School Lands; remove
the State Auditor as an advisory member of the Public Employees Retirement
Board; and replace the Tax Commissioner with the Secretary of State on the State
Board of Equalization. The Council recommends a concurrent resolution for a
constitutional amendment to replace the State Auditor with the State Treasurer as
a member of the Board of University and School Lands. Also in the area of
financial management and administrative services, the Council recommends a bill
to transfer administrative control of the Grafton State School and San Haven
from the Director of Institutions to the Department of Human Services, effective

July 1, 1989.

INDUSTRY, BUSINESS AND LABOR COMMITTEE

The Council studied fees imposed on insurance companies, and the potential
methods of health care cost containment. The Council recommends a bill to
provide for fiscal year, instead of calendar year, reporting by health maintenance
organizations to the Commissioner of Insurance. The Council recommends a bill
to add four consumer members to the Health Council to represent business, labor,
agriculture, and the elderly. The Council recommends a bill to delete the present
reference in certificate of need law to federal law concerning indexing, set fixed
thresholds, clarify the scope of coverage relating to equipment used to provide
services to patients of health care facilities, and remove the exemption for
physicians and dentists for otherwise reviewable transactions. The Council
recommends a bill to provide for hospice program licensure by the Department of
Health. The Council recommends a bill to provide for the admissibility at trial of
evidence relating to payments received from collateral sources, and the
discretionary deduction of such payments by the trier of fact from damages
awarded to successful medical malpractice plaintiffs. The Council recommends a
bill clarifying and expanding present law concerning the provision of voluntary
services or partial payment of a claim without admission of guilt in medical
malpractice suits. The Council also recommends a bill to provide that medical
malpractice plaintiffs may use evidentiary discovery procedures against individu-
als who are not defendants, by designating them as respondents in discovery. The
Council makes no recommendation to amend the insurance premium tax law. The
Council recommends a bill to increase all fees collected by the Commissioner of
Insurance from insurance companies to a minimum of $10 and to establish an
insurance company appointment-of-agent fee of $10.

The Council investigated the state self-insurance health benefits program. The
committee studied the present self-funded plan, and the feasibility of expanding
that plan to include self-administration by the state. The Council makes no
recommendation for legislation concerning changes in the state health insurance

program.



The Council studied the impacts and problems associated with business
closings in the state. The Council makes no recommendation for legislation
concerning this area.

The Council also reviewed North Dakota’s bid preference laws for public
contracts. The Council makes no recommendation for legislation in this area.

INSURANCE CODE REVISION COMMITTEE

The Council continued the study begun during the 1981-82 interim by studying
the insurance laws remaining in Title 26 for the purpose of completing the
comprehensive revision, with emphasis on technical and grammatical changes.
The Council recommends a bill to replace these statutory provisions, relating to
insurance agents and sales, contracts of insurance, and insurance coverage. The
Council also recommends a bill to make changes throughout the North Dakota
Century Code, which are required upon enactment of the revised provisions.

JUDICIARY “A” COMMITTEE

The Council studied the ownership or leasing of farm or ranch land by
nonprofit corporations or trusts, with emphasis on the beneficial aspects of such
ownership or leasing. The Council recommends a bill to allow certain nonprofit
charities to own farm or ranch land only as long as the land is essential to the
charitable mission. The bill also allows industrial and business concerns to own
farm or ranch land if that land is necessary for the business purpose, but land not
actually used for the business must be rented to farmers. The Council
recommends a bill to prohibit a corporation from being a partner in a partnership
farm unless the corporation is a qualified family farm corporation under the
corporate farming law.

The Council studied the abandonment of railroad branch lines and the
possibility of forfeiture of mineral interests on land grant holdings in the event of
abandonment. The Council recommends a bill to require the Public Service
Commission to intervene in the federal process for approving abandonment of a
railroad on request of any shipper or political subdivision affected by the
proposed abandonment, and to grant intrastate railroads emment domain powers
to condemn branch hnes that are being abandoned.

The Council studied the feasibility and desirability of establishing a fund for
loans to farmers funded privately by earnings from mineral royalties, with
emphasis on income tax incentives on the state and federal level. Although the
Council recognizes the desirability of such a fund, no recommendation is made
because of the serious doubts as to the fund’s feasibility.

JUDICIARY “B" COMMITTEE

The Council studied the secured transaction laws as they relate to sales and
purchases by merchants and buyers of secured farm products. The Council makes
no recommendation for legislative action.

The Council studied the penalty provisions of the game and fish laws of the
state. The Council recommends a bill to make a number of the less serious
offenses in the game and fish laws noncriminal offenses. The Council also
recommends a bill to allow a judge to suspend a defendant’s license for criminal
and noncriminal convictions under the game and fish laws.

The Council studied state laws governing the possession, sale, and use of
pistols, machine guns, bombs, explosives, and other weapons. The Council
recommends a bill to repeal the weapons title of the North Dakota Century Code
and enact a new weapons title.

The Council makes several recommendations as a result of its constitutional
and statutory revision responsibilities. The Council recommends a concurrent
resolution to amend the Constitution of North Dakota to create a new executive
branch "article. The Council recommends a concurrent resolution to study the
state's bad check laws. The Council recommends a bill to provide for a procedure
for the levy of execution; a bill to provide a procedure for the foreclosure of
statutory liens on personal property and enforcement of a pledge by sale; a bill to
provide a new procedure for foreclosure on any lien on personal property; a bill to
remove the requirement that a notary public be a citizen of the United States; a
bill to provide that vacancies in the office of district or county judge or Supreme
Court justice must be filled according to the requirements of the laws concerning
the respective judicial nominating committee; a bill to remove the provisions in
the bad check laws which provide that the payment of a check within 10 days of
the defendant’s receiving a notice of dishonor is a defense; a bill to repeal the law



which limits the amount a charitable organization may incur for solicitation and
fundraising expenses; a bill to make it a crime for a charitable organization,
professional fundraiser, or professional solicitor, or an agent thereof, to use fraud
to solicit a contribution for a charitable organization; a bill to provide that a
headnote may not be used to determine legislative intent or the legislative history
for any statute; a bill to provide for the use of legislative intent to resolve
conflicts between different bills passed during a legislative session; a bill to
identify those who may assist a disabled voter; and a bill to make technical
corrections to the laws.

LEGISLATIVE AUDIT AND FISCAL REVIEW COMMITTEE

The Council reviewed 61 audit reports presented by the State Auditor’s office.

The Council studied the feasibility of appropriating to the agricultural
commodity promotion agencies all or a portion of the interest earned on the
commodity assessments collected by those agencies. The Council recommends a
bill to provide for agricultural commodity groups to retain 80 percent of the
interest earned on their commodity assessment funds, with the remaining 20
percent to pay for services provided to the commodity groups by the state.

The Council studied all state veterans’ benefit programs to determine the
feasibility and impact of extending those benefits to all honorably discharged
military personnel. The Council recommends a bill to extend eligibility for certain
veterans’ benefit programs such as the Soldiers’ Home and veterans’ aid fund to
peacetime veterans as well as to wartime veterans, and to change the name of the
North Dakota Soldiers’ Home to the North Dakota Veterans’ Home.

The Council studied the functions and purposes of revolving funds, including
funds such as the community water facility loan fund, the public utility valuation
revolving fund, and the veterans' aid fund. The Council recommends a list of
general criteria to be used as guidelines for the Legislative Assembly to follow in
its handling of revolving funds.

The Council reviewed a report by the State Auditor regarding federal legislation
requiring agencies receiving federal funds to be audited annually, but permitting
states to conduct the audits less frequently if this is the current practice. The
Council encourages the 49th Legislative Assembly to approve legislation, to be
introduced at the request of the State Auditor, that would require biennial audits
of agencies receiving federal funds.

LEGISLATIVE PROCEDURE AND
ARRANGEMENTS COMMITTEE

The Council supervised the continuing renovation of the legislative wing of the
State Capitol and recommends a bill to appropriate funds to refinish woodwork
and make other improvements during the 1985-87 biennium.

The Council reviewed legislative rules and makes a number of recommendations
intended to clarify existing rules and expedite the legislative process.

The Council supports efforts to disseminate legislative documents, including
the providing of bill status information at cost to interested parties, sending
journals and other documents to public libraries throughout the state, and
doubling the number of incoming WATS lines for constituents during legislative

sessions.

NATURAL GAS PIPELINES COMMITTEE

The Council studied the taxation of natural gas pipelines. Because of pending
court decisions on pipeline taxation, the Council makes no recommendation
regarding taxation of pipeline property.

The Council studied the feasibility of construction of a natural gas pipeline
from western North Dakota oil fields to eastern North Dakota markets. Because
construction of a natural gas pipeline is economically infeasible and the Northern
Border Pipeline, which is in place and may be extended into the eastern United
States, provides an adequate conduit for North Dakota natural gas if markets can
be found, the Council makes no recommendation in this area.

NATURAL RESOURCES COMMITTEE
The Council studied the generation and disposal of low-level radioactive waste
in this state. The Council recommends a bill to enter into a Dakota Interstate
Low-Level Radiocactive Waste Compact with South Dakota and, as an alternative,
a bill to enter into the Rocky Mountain Interstate Compact on Low-Level
Radioactive Waste. The committee studied toxic or hazardous substances in the



state, including worker right-to-know legislation and the state hazardous waste
management program, but makes no recommendation for legislative action.

The committee studied waterfowl production areas and refuges in the state,
including an examination of waterfowl production area easement acreage
delineation by the federal government, payments in lieu of taxes to counties in
the state under the Wildlife Refuge Revenue Sharing Act, federal constitutional
requirement for state consent for federal land acquisition, and various technical
amendments. The Council recommends a concurrent resolution urging the
Congress of the United States to appropriate money sufficient to pay 100 percent
of the payments in lieu of taxes under the Wildlife Refuge Revenue Sharing Act.
The Council recommends a bill to make technical amendments to some of the laws
relating to this state’s consent to wildlife area land acquisitions by the federal

government.

POLITICAL SUBDIVISIONS “A’” COMMITTEE

The Council studied the funding of regional airports, with emphasis on the
funding levels for political subdivisions in light of benefits to taxpayers and on
access to alternative funding. The Council recommends a bill to establish eight
air carrier service regions based on the property tax base necessary to provide
funding needs for the airports serving the eight largest cities in the state. As an
alternative, the Council recommends a bill to establish eight air carrier service
regions based on the planning regions used by the executive branch of
government, and to provide for a statewide referendum or a regional referendum
with respect to the establishment of each region. The Council recommends a bill
to authorize political subdivisions operating air carrier airports to establish toll
access roadways to the air carrier terminal buildings. The Council recommends a
bill to allow counties to impose a mill levy to support an airport or airport
authority even where another subdivision already has an airport levy. The
Council recommends three concurrent resolutions. expressing support for the
establishment of regional airport authorities serving cities along borders with
adjoining states. -

The Council studied mobile homes and mobile home ownership, particularly
with respect to laws and rules affecting mobile home taxation and mobile home
parks. The Council recommends a bill to establish standards for the landlord-
tenant relationship in mobile home parks. The Council recommends a bill to
provide for payment of property taxes on mobile homes after the property tax
year rather than before it.

The Council studied land use planning and zoning law, with consideration of
possible consolidation and redrafting of the laws and the effect of the laws on all
types of residential housing. The Council recommends a bill to revise the law
relating to land use and planning regulatory authority of counties, cities, and
townships. The bill provides for initiative and referendum of zoning matters,
establishment of uniform notice requirements for publication of planning and

- zoning matters, and for uniform two-thirds majority vote requirements to override
decisions of planning and zoning commissions.

POLITICAL SUBDIVISIONS “B"” COMMITTEE
The Council studied the powers and rights to be granted to political
subdivisions under Article VII of the Constitution of North Dakota as approved
by the voters in 1982. The Council recommends a bill for county home rule which
is patterned after state law providing for city home rule.

RETIREMENT COMMITTEE

The Council studied the feasibility and desirability of recodifying the statutes
affecting teacher retirement programs. The Council makes no recommendation for
legislative action.

The Council studied the Highway Patrolmen’s retirement system. The Council
recommends a bill to eliminate the maximum salary limitations in the Highway
Patrolmen’s retirement system used for calculating contribution and benefit levels
and to correct the underfunding situation in that retirement program. The bill
increases the state’s contribution level by 5.7 percent of compensation and
increases the patrolmen’s contribution level by 3.3. percent of compensation. The
Council also recommends an alternative bill to increase the state contribution to
the Highway Patrolmen’s retirement system by seven percent to correct the
underfunding situation in that retirement program.

The Council conducted a survey of statutorily authorized public employee



retirement programs that are outside the scope of the state retirement programs.
The Council makes no recommendation for legislative action as a result of
information gained from the survey.

The Council solicited and reviewed various proposals affecting public employee
retirement programs. The Council obtained actuarial and fiscal information on
each of these proposals and reported this information to each proponent. The
Council gave favorable recommendations to 14 of the retirement proposals. The
Council recommends a bill to allow the board of trustees of an alternate firemen’s
relief association the authority to reduce benefits in accordance with actuarial
recommendations to ensure solvency of its fund.

The Council recommends a resolution to study the feasibility and desirability of
consolidating public employee retirement plans into a single state retirement
system; a resolution to study the imposition of mandatory actuarial valuation and
reporting standards for public employee retirement systems; a resolution to study
firemen’s retirement under the alternate firemen's relief association law; a
resolution to study the actuarial soundness of political subdivision retirement
programs for public employees; a resolution to study the expansion of the
jurisdiction of the Committee on Public Employees Retirement Programs to
include all legislation affecting public employee fringe benefit programs; and a
resolution to study the establishment of a prefunded retirement health care
insurance plan for public employees under the state’s uniform group insurance
plan.

TENNECO PLANT COMMITTEE

The Council studied possible methods of mitigating the potential impact of the
proposed Tenneco coal gasification plant on the city of Beach, North Dakota, and
the surrounding area. The Council recommends a bill to enter into an interstate
compact with Montana. The compact requires both states to contribute moneys to
mitigate the impacts of the proposed development of a large-scale coal
gasification plant and mining facilities along the North Dakota-Montana border.
The committee also recommends a bill to allow the Board of University and
School Lands to provide loans to coal-impacted areas in this state in advance of

actual coal mining.

WATER COMMITTEE

The Council studied water resource development finance in this state. The
Council recommends a concurrent resolution designating the construction and
completion of the federally authorized and funded Garrison Diversion Unit as
having the first and highest priority for water development in North Dakota. The
Council recommends a bill to increase from 10 to 15 percent the amount of the oil
extraction tax allocated to the Southwest Pipeline Project bond sinking fund and
the resources trust fund and to expand the projects that can be funded from the
resources trust fund from ‘‘comprehensive water supply facilities’’ to ‘‘water-
related projects’” that may be engaged in by the State Water Commission. The
Council recommends a bill to establish a procedure for political subdivisions and
rural water systems to follow in seeking financial assistance from the resources
trust fund for the development of water-related projects. The Council recommends
a bill to transfer from the general fund to the resources trust fund an amount
equal to the $11.7 million transferred from the resources trust fund by the 1983
Legislative Assembly and appropriated for the Grafton State School. The Council
also recommends that the Water Commission utilize the services of the Bank of
North Dakota in an advisory capacity when developing financing packages and
structures for water projects.

The Council studied joint water resource boards and the selection of water
managers for water resource districts. The Council recommends a bill to reduce
the term of office for water resource district managers from five years to three
years. The Council recommends a bill to allow joint water resource district mill
levy to be applied only upon the taxable valuation of the real property within
each district within the river basin or region subject to the joint agreement. The
Council also recommends that water resource district managers continue to be
appointed by the boards of county commissioners rather than be elected.
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William S. Heigaard
Evan E. Lips
L.L. Naaden
Gary J. Nclson
David E. Nething
Rolland W. Redlin
Bryce Streibel
Fioyd Stromme
Harvey D. Tallackson
Jens J. Tennefos
Russell T. Thane
Malcolm S. Tweten
Jerome L. Walsh
Frank A. Wenstrom

Staff: Chester E. Nelson, Jr.
Kathy Reisenauer

SENATORS
Bryce Streibel, Chairman
L.L. Naaden, Vice Chairman
William S. Heigaard
Thomas Matchie
Joseph A. Satrom
Jens J. Tennefos
Russell T. Thane

Staff: Chester E. Nelson. Jr.
Jim W. Smith



REPRESENTATIVES
Corliss Mushik, Chairman
Eugene P. Boyle
Aloha Eagles
Walter C. Erdman
Dean K. Horgan
Harley R. Kingsbury
Roger A. Koski
William E. Kretschmar
Robert W. Martinson
Donna Nalewaja
Verdine D. Rice
Wade Williams

REPRESENTATIVES

BUDGET "B”

BUDGET "C”

Harley R. Kingsbury, Vice Chairman

Ruth Meiers
Arthur Melby
Corliss Mushik
Dagne Olsen
Earl R. Pomeroy
Elmer Retzer
Oscar Solberg

CHARITABLE GAMBLING

REPRESENTATIVES
Lyle L. Hanson, Vice Chairman
Moine R. Gates
Kenneth E. Koehn
William E. Kretschmar
Clarence Martin
Arlin D. Meier
Jean Rayl

REPRESENTATIVES

EDUCATION ”A”

Steven J. Swiontek, Vice Chairman

Moine R. Gates
William E. Gorder
Mike Hamerlik
Serenus Hoffner
Irven Jacobson
Kenneth Knudson
Bruce Laughlin
Thomas Lautenschlager
David P. O’Connell
Alice Olson

Emil J. Riehl
Wayne G. Sanstead
Orville Schindler
Michael Unhjem

SENATORS

Joseph A. Satrom, Vice Chairman
Clayton A. Lodoen
Jerome L. Walsh

Staff: Chester E. Nelson, Jr.
Dean Kreitinger

SENATORS
Russell T. Thane, Chairman
Thomas Matchie
Jerry Meyer
L. L. Naaden
Rolland W. Redlin
Harvey D. Tallackson
Malcolm S. Tweten
Frank A. Wenstrom

Staff: Chester E. Nelson, Jr.
Jim W. Smith

SENATORS

Thomas Matchie, Chairman
Hal Christensen

Raymon E. Holmberg
Wayne Stenehjem

Staff: John J. Gosbee

SENATORS

Curtis N. Peterson, Chairman
LeRoy Erickson

Joe B. Leibhan

Evan E. Lips

Don Moore

William Parker

Staff: Merle T. Pederson



EDUCATION "B”

REPRESENTATIVES SENATORS
Irven Jacobson, Chairman Bonnie Miller Heinrich, Vice Chairman
Gerald Halmrast Phillip Berube
Julie A. Hill Ray David
Kenneth Knudson Raymon E. Holmberg
Charles Linderman Joe B. Leibhan
Arthur Melby William Parker
Wayne G. Sanstead Curtis N. Peterson
Orville Schindler Malcolm S. Tweten
Steven J. Swiontek
Clark Williams Staff: Merle T. Pederson
ELECTIONS
REPRESENTATIVES SENATORS
Tish Kelly, Chairman Wayne Stenehjem, Vice Chairman
Mike Hamerlik Hal Christensen
S.F. Hoffner Raymon E. Holmberg
Roger A. Koski
Donald E. Lloyd Staff: Katherine M. Chester

Earl R. Pomeroy
Kelly Shockman
Kenneth N. Thompson

ENERGY DEVELOPMENT

REPRESENTATIVES SENATORS
Richard Kloubec, Chairman Mark Adams
Mike Timm, Vice Chairman Shirley W. Lee
Clare H. Aubol Rick Maixner
Ronald E. Gunsch Floyd Stromme
Walter R. Hjelle
Joe Keller Staff: John Walstad
Donna Nalewaja
Alice Olson
Olaf Opedahl
Bob O’Shea
Allen Richard
Emil J. Riehl

Earl Strinden

GARRISON DIVERSION OVERVIEW

REPRESENTATIVES SENATORS
Richard J. Backes Rolland W. Redlin, Chairman
Jim Brokaw Shirley W. Lee, Vice Chairman
Tish Kelly William S. Heigaard
William E. Kretschmar Gary J. Nelson
Corliss Mushik David E. Nething

Earl Strinden
Staff: Katherine M. Chester



GOVERNMENT REORGANIZATION

REPRESENTATIVES SENATORS
Oscar Solberg, Vice Chairman Ciayton A. Lodoen, Chairman
Ronald A. Anderson Jan Dykshoorn
Aloha Eagles Chuck Goodman
William G. Goetz Duane Mutch
Theodore A. Lang John M. Olson
Rodney A. Larson Bryce Streibel
Bruce Laughlin
Clarence Martin Staff: Chester E. Nelson, Jr.
Marshall W. Moore Bruce A. Haskins
Alice Olson

Elmer Retzer
John T. Schneider
George A. Sinner
Mike Timm
Thomas C. Wold

INDUSTRY, BUSINESS AND LABOR

REPRESENTATIVES SENATORS
Judy L. DeMers David E. Nething, Chairman
Paul L. DuBord Chester Reiten, Vice Chairman
James Gerl Jan Dykshoorn
Brynhild Haugland Donald J. Kilander
S.F. Hoffner Jim Kusler
Rodney A. Larson Herschel Lashkowitz
Joe Peltier Art Todd
Joseph R. Whalen
Clark Williams Staff: Merle T. Pederson

Joel H. Jensen

INSURANCE CODE REVISION

REPRESENTATIVES SENATORS
Joseph R. Whalen, Vice Chairman Harvey D. Tallackson, Chairman
Dean K. Horgan Donald J. Kilander
Roger A. Koski Evan E. Lips

Dan Wogsland
Stanley Wright

Staff: Jay E. Buringrud
Gerry Gunderson

JUDICIARY "A”

REPRESENTATIVES SENATORS
Pat Conmy, Chairman F. Kent Vosper
John T. Schneider, Vice Chairman Dan Wogsland
Charles C. Anderson
Jim Brokaw Staff: John J. Gosbee
Steve Hughes
David W. Kent

Bruce W. Larson
Walter A. Meyer
John M. Riley

Larry W. Schoenwald
Dean A. Vig

Gene Watne



REPRESENTATIVES

Pat Conmy

Kenneth E. Koehn
Willam E. Kretschmar
Bruce W. Larson
Donald E. Lloyd

Jack Murphy

John M. Riley

Janet Wentz

JUDICIARY "B”

SENATORS

Raymon E. Holmberg, Chairman
James A. Dotzenrod, Vice Chairman
E. Gene Hilken

Bonnie Miller Heinrich

John M. Olson

Wayne Stenehjem

Staff: Katherine M. Chester

LEGISLATIVE AUDIT AND FISCAL REVIEW

REPRESENTATIVES

Olaf Opedahl, Vice Chairman
Theodore A. Lang

Allen Richard

Royden D. Rued

Wilbur Vander Vorst

Lt. Governor Ernest M. Sands, Chairman

SENATORS

James A. Dotzenrod
Jerry Meyer

L.L. Naaden

Harvey D. Tallackson
Stanley Wright

Staff: Chester E. Nelson, Jr.
Bruce A. Haskins

LEGISLATIVE PROCEDURE AND ARRANGEMENTS

REPRESENTATIVES

Richard J. Backes, Chairman
Earl Strinden, Vice Chairman
Tish Kelly

William E. Kretschmar
Corliss Mushik

Jim Peterson

Oscar Solberg

REPRESENTATIVES

Steve Hughes, Vice Chairman
Ronald A. Anderson

Ralph C. Dotzenrod

Paul L. DuBord

Lyle L. Hanson

Richard Kloubec

Ray Meyer

George A. Sinner

SENATORS

William S. Heigaard
Gary J. Nelson
David E. Nething
Rolland W. Redlin

Staff: John D. Olsrud

NATURAL GAS PIPELINES

SENATORS
Chuck Goodman, Chairman
Mark Adams
Bruce Bakewell
Perry B. Grotberg
Clayton A. Lodoen
Dean Meyer
Duane Mutch

Staff: John Walstad



NATURAL RESOURCES

REPRESENTATIVES SENATORS
Glenn A. Pomeroy, Vice Chairman Don Moore, Chairman
James Gerl Ray David
Lyle L. Hanson Dean Meyer
Charles F. Mertens Art Todd
Eugene Nicholas
Kenneth Olafson Staff: Roderick B. Crane

Larry W. Schoenwald
Scott B. Stofferahn

POLITICAL SUBDIVISIONS "A”

REPRESENTATIVES SENATORS
James Gerl, Chairman Phillip Berube
Serenus Hoffner, Vice Chairman LeRoy Erickson
Rosie Black Thomas Matchie
Ralph C. Dotzenrod
Gerald Halmrast Staff: John J. Gosbee

Roger A. Koski
Arlin D. Meyer
Jack Murphy
Dagne Olsen
Adella J. Williams

POLITICAL SUBDIVISIONS "B”

REPRESENTATIVES SENATORS
Bruce W. Larson, Chairman William S. Heigaard, Vice Chairman
Charles C. Anderson John M. Olson
Pat Conmy Gerald Waldera
David W. Kent
Ruth Meiers Staff: John Walstad

Marshall W. Moore
David P. O’Connell
Bob O’Shea
Janet Wentz

RETIREMENT
SENATORS
REPRESENTATIVES Jim Kusler
Robert W. Martinson, Chairman Bonnie Miller Heinrich
Rosie Black, Vice Chairman Curtis N. Peterson
Walter R. Hjelle
Irven Jacobson Staff: Roderick B. Crane



REPRESENTATIVES

Jack Murphy, Chairman
Richard J. Backes

Roy Hausauer

Ear! Strinden

Kenneth N. Thompson

REPRESENTATIVES

William G. Goetz, Vice Chairman
Clare H. Aubol

Jim Brokaw

Bill Lardy

Peter Lipsiea

Ray Meyer

Robert E. Nowatzki

Glenn A. Pomeroy

Don Shide

Wade Williams

TENNECO PLANT

SENATORS

Rick Maixner
David E. Nething
Rolland W. Redlin

Staff: Roderick B. Crane

SENATORS

Gary J. Nelson, Chairman
Adam Krauter

Herschel Lashkowitz
Shirley W. Lee

Rick Maixner

Rolland W. Redlin

Floyd Stromme

Gerald Waldera

Frank A. Wenstrom

Staff: Roderick B. Crane
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January 8, 1985

KATHERINE M. CHESTER
Code Rewvtsor

Honorable George A, Sinner
Governor of North Dakota

Members, 49th Legislative
Assembly of North Dakota

I have the honor to transmit the Legislative Council's report and
recommendations to the 49th Legislative Assembly.

Major recommendations include: improvements to beginning farmer
loan programs; consolidation of livestock auction market licensing;
improvements in school aid and encouragement of regional delivery
of special education services and administrative and other
education services; a lengthening of the school term; revision of
the Medicaid reimbursement formula for long-term care facilities;
revision of the certificate of need law and procedures for
medical malpractice suits; development of investment goals and
objectives by the State Investment Board; modification of the
membership of the Board of University and School Lands and the
Board of Equalization; transfer of administrative control of the
Grafton State School and San Haven; expanded eligibility for
veterans' benefit programs; requirements for referendum and
initiative petitions; allocation of additional moneys to the
resources trust fund for water development; interstate compacts
on disposal of low-level radiocactive waste; completion of the
revision of the insurance laws; revision of the weapons laws; and
procedures for implementation of county home rule.

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

Respectfully submitted,

A

Representative Roy Hausauer ’
Chairman
North Dakota Legislative Council

RH/nb
Enc.



HISTORY AND FUNCTIONS OF THE
NORTH DAKOTA LEGISLATIVE COUNCIL

I. 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 prevent-
ed 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 Legislative
Session and recommended a number of bills to that
session. Even though the legislation creating the LRC
permitted the appointment of subcommittees, all of
the interim work was performed by the 11 statutory
members until the 1953-55 interim, when other legisla-
tors participated in studies. Although ‘‘research’’ was
its middle name, in its early years the LRC served
primarily as a screening agency for proposed legisla-
tion submitted by state departments and organiza-
tions. This screening role is evidenced by the fact that
as early as 1949, the LRC presented 100 proposals
prepared or sponsored by the committee, which the
biennial report indicated were not all necessarily
endorsed by the committee and included were several
alternative or conflicting proposals.

The name of tie LRC was changed to the Legisla-
tive Council in 1969 to reflect more accurately 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.

II. THE NEED FOR A LEGISLATIVE SERVICE
AGENCY
The Legislative Council movement began in Kansas
in 1933. At present, nearly all states have such a
council or its equivalent, although a few states use
varying numbers of special committee.

Legislative councils are the result of the growth of
modern government and the increasingly complex
problems facing legislators. Although one may not
agree with the trend of modern government in
assuming additional functions, it is, nevertheless, a
fact which must be faced, and the need exists to
provide legislators with the tools and resources which
are essential if they are to fulfill the demands placed
upon them.

In contrast to other branches of government, the
Legislative 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 which meets for a limited number of
days every other year.

I11. COMPOSITION OF THE COUNCIL

The Legislative Council by statute presently con-
sists of 15 legislators, including the majority and
minority leaders of both houses and the Speaker of the
House. The speaker appoints five other representa-
tives, two from the majority and three from the
minority from a list of nine members recommended by
each party. The Lieutenant Governor, as President of
the Senate, appoints three senators from the majority
and two from the minority from a list of seven
members recommended by each party.

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 authority
to initiate studies or other action deemed necessary
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, al-
though a few Council committees, including the
Budget Section, the Administrative Rules Committee,
the Retirement 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 apoints 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
sometimes selected to serve when it is determined they
can provide special expertise or insight for a study.

The Council committees hold meetings throughout
the interim at which members hear testimony, review
information and materials provided by staff, other
state agencies, and interested persons and organiza-
tions, and consider alternatives. Occasionally it is
necessary for the Council to contract with universi-
ties, consulting firms, or outside professionals 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 regular
legislative session. The Council may accept, amend, or
reject a committee's report. The Legislative 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 Analyst and
Auditor and assistants who provide technical assist-
ance to Council committees and legislators and who
review audit reports for the Legislative Audit and
Fiscal Review Committee. A data processing division
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 statutes
have been touched by one or more Council studies
since 1945. Statutory revisions, including the rewriting
of school laws, election laws, motor vehicle laws, and
criminal laws have been among the major accomplish-
ments of interim committees. Another project was the
republication of the North Dakota Revised Code of
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 human service centers, agriculturally relat-
ed functions of state government, centralized state
government computer and microfilm services, and
organization of the state’s charitable and penal
institutions, as well as studies of the feasibility of
consolidating functions in state government to create a
Department of Motor Vehicles and a Department of
Administration.

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 which have been
approved by the voters, such as the new Judicial
Article.

Pioneering in new and untried areas is one major
function of interim committees. The regulation and
taxation of natural resources, including oil and gas in
the 1950’s and coal in the 1970’s, 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 which has been
the subject of several interim studies.

Among the innovations of interim committees was
the creation of the Regional Environmental Assess-
ment Program (REAP) in 1975. This was a resource
and information program designed to provide environ-
mental, socioeconomic, and sociological data acquisi-
tion and monitoring. REAP was terminated with a
gubernatorial veto in 1979, after four years as a joint
legislative-executive program under the tutelage of the
Legislative Council.

Perhaps of most value to citizen legislators are
committees which 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 which have been regularly
studied include school finance, property tax assess-
ments, and legislative rules.



ADMINISTRATIVE RULES COMMITTEE

The Administrative Rules Committee is a statutory
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 statutorily 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 promulgated thereto.

3. Whether court opinions or rules indicate unclear
or ambiguous statutes.

In addition, the Legislative Council delegated to the
committee the Council’s authority to review and
approve or disapprove state purchasing rules pursuant
to NDCC Section 54-44.4-04.

Committee members were Representatives William
E. Kretschmar (Chairman), Rosie Black, Les Gullick-
son, Glenn A. Pomeroy, Scott B. Stofferahn, Steven J.
Swiontek, Janet Wentz, and Thomas C. Wold; and
Senators Curtis N. Peterson and Jens J. Tennefos.

The report of the committee was submitted to the
Legislative Council at the biennial meeting of the
Council in November 1984. The report was adopted for
submission to the 49th Legislative Assembly.

Review of Current Rulemaking

Administrative agencies are those state agencies
authorized to adopt rules in accordance with the
requirements of the Administrative Agencies Practice
Act (NDCC Chapter 28-32). By statute, a rule is an
agency statement that implements, interprets, or
prescribes law or policy. Properly adopted rules have
the force and effect of law.

The committee’'s review authority is statutorily
limited to rules assigned to the committee. At the
committee’s request, the Legislative Council chairman
assigned to the committee all rules published in the
North Dakota Administrative Code (NDAC) effective
after August 31, 1982. This allowed continuation of the
rules review process initiated on July 1, 1979.

As rules 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, 1981, or 1983 Legisla-
tive Assemblies.

2. Whether the rules resulted from federal programs
or whether the rules were related in subject
matter to any federal statute or regulation.

3. The rulemaking procedure followed in adopting
the rules.

4. Whether any person had filed any complaint
concerning the rules.

5. The approximate cost of giving public notice and
holding any hearing on the rules, and the
approximate cost of staff time used in developing
the rules.

6. The subject matter of the rules and the reasons
for adopting the rules.

The committee reviewed 1,856 rule changes from
August 31, 1982, to November 2, 1984. Approximately
282 rule changes resulted from 1983 legislative action,
471 changes resulted from 1981 legislative action, and
28 changes resulted from 1979 legislative action. In
some instances a rule change is related to action by
two or more legislative sessions. For example, NDAC

Chapter 75-04-03, Developmental Disabilities Loan
Program, implements NDCC Chapter 6-09.6 (which
was enacted in 1981 and amended in 1983). These
statistics reflect initial rulemaking activity resulting
from legislative action. If a rule was adopted as the
result of legislative action, a subsequent amendment
of that rule is not considered as ‘‘resulting”’ from the
original legislative action.

Approximately 504 rule changes were related to
federal programs, statutes, or regulations. In some
instances there is a relationship between state legisla-
tive action and federal programs or provisions, e.g.,
outdoor advertising rules are related to 1983 House
Bill No. 1431 and the Highway Beautification Act of
1965; driver's licensing rules are related to 1983 Senate
Bill No. 2373 (penalties for operating a motor vehicle
while under the influence) and to federal requirements
in order to receive federal funds; hazardous materials
transportation rules and multiple vehicle combinations
rules are related to 1983 legislative action and to the
Surface Transportation Assistance Act of 1982; and
motor carrier rules and intrastate rail rate rules are
related to state statutory changes in response to
federal statutory and regulatory changes.

The type of state-federal relationship varies. One
relationship is by reference to a federal regulation for
ease in application, e.g., the fire prevention rules of
the State Fire Marshal refer to the standards for
explosives as defined by the United States Bureau of
Alcohol, Tobacco and Firearms. Another relationship
is to provide uniformity between groups subject to
state or federal regulation, e.g., bank officer loan rules
of the State Banking Board are the same as the
limitations found in Regulation ‘“O” of the Federal
Reserve Board. A third relationship is for purposes of
brevity, e.g., the hazardous materials transportation
rules of the Highway Patrol adopt federal regulations
by reference, without repeating the substance of the
regulations in the Administrative Code. The most
prevalent relationship is to obtain approval for state
operation of a federal program, e.g., the hazardous
waste management rules of the Department of Health
are required to meet the federal regulations adopted
under the Resource Conservation and Recovery Act of
1976 in order to have state administration of hazard-
ous waste management; the surplus property rules of
the Office of Management and Budget must meet the
requirements of the federal General Services Adminis-
tration before the state can dispose of federal surplus
property; rail carrier rates rules of the Public Service
Commission must have federal approval for the state
to have jurisdiction over intrastate rail rates; and the
provider reimbursement — long-term care rules of the
Department of Human Services are part of the
requirements under Title XIX of the Social Security
Act (medical assistance} for administering states to
have a ratesetting procedure for nursing care. Each
relationship is not necessarily independent and may
overlap with others, e.g., the hazardous materials
transportation rules adopt federal regultions by refer-
ence and also make the state eligible for funds from
the Department of Transportation.

Table A tabulates the rule changes published in the
Administrative Code and reviewed by the committee
from August 31, 1982, to November 2, 1984. The
tabulation depicts the number of rules amended,




created, superseded (by created rules), and repealed.
The most important qualification of the tabulation is
that each rule is viewed as one unit, although rules
differ in length and complexity. Tables and appen-
dices are treated as separate rules. Except for the
organizational rule of the Board of Public Accountan-
cy, changes to organizational rules are not included in
the tabulation. The organizational rule of the Board of
Public Accountancy contains a substantive provision,
which was amended twice by the board. Thirty-two
agencies amended their organizational rules during the
review period, and one organizational rule was repeal-
ed as the result of 1983 legislative action abolishing
the Highway Corridor Board. The tabulation does not
reflect the 20 rules (excluding the organizational rule)
of the Highway Corridor Board and the 56 hazardous
materials transportation rules of the Motor Vehicle
Department, which were repealed as the result of 1983
legislative actions abolishing the Highway Corridor
Board and transferring the rulemaking authority for
hazardous materials transportation rules to the High-
way Patrol.

The committee’s authority is statutorily limited to
making rule change recommendations to the adopting
agency, to making recommendations to the Legislative
Council for amendment or repeal of enabling legisla-
tion serving as authority for rules, or to filing formal
objections to the rules. The committee reviewed the
rules after they became effective and placed impor-
tance on proper implementation of legislative purpose
and intent.

One concern expressed by committee members was
with the Industrial Commission’s belated rulemaking
with respect to 1983 House Bill No. 1307 (NDCC
Section 38-08-06.3), relating to royalty owner state-
ments. The concern was that the 1983 Legislative
Assembly passed the bill as an emergency measure
with the intent, expressed during committee delibera-
tions, that the Industrial Commission would begin the
process to establish the form requirements for royalty
owner statements upon passage of the bill, but the
commission did not adopt the relevant rules until
November 1983, and the royalty owner information
statement rule did not take effect until January 1984.

Another concern expressed by committee members
was the lack of a hearing by the Board of Medical
Examiners before a rule change. A representative of
the board reported that the board meets on a limited
basis, and although rules are adopted without a
hearing, the board will hold a hearing anytime one is
requested. NDCC Section 28-32-02 requires an agency
to adopt a procedure so that prior to any rule change
all interested persons are afforded reasonable oppor-
tunity to submit views, with an opportunity for oral
hearing if requested.

Under its authority to review and approve state
purchasing rules, the committee reviewed and ap-
proved nine rule changes.

Review of Complaints Concerning
Trailer Court Rules

The committee's review authority also extends to
written complaints assigned to the committee. At the
committee’s request, the Legislative Council chairman
assigned to the committee written complaints received
concerning trailer court rules of the State Laboratories
Department.

North Dakota Century Code Chapter 23-10 governs
mobile home parks, trailer parks, and campgrounds.
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The State Laboratories Department has general super-
vision over the health, sanitary condition, and legal
compliance with the chapter of all mobile home parks,
trailer parks, and campgrounds. The current sub-
stance of Chapter 23-10 resulted from a study
conducted by the Legislative Council’s Industry,
Business and Labor ‘A" Committee during the
1975-76 interim. That committee recommended a bill
(1977 House Bill No. 1041, compiled as 1977 Session
Laws, Chapter 223) that substantially revised Chapter
23-10. The bill changed the direction of Chapter 23-10
from the regulation of motor courts and trailer courts
to a three-facility concept of mobile home parks,
trailer parks, and campgrounds. The bill established
guidelines for plumbing and electrical installations,
streets, lighting, fire protection, and playgrounds.

The 1977 bill contained a grandfather clause (codi-
fied as NDCC Section 23-10-02) that allows existing
facilities eight years to comply with new requirements.
The grandfather clause provides that all mobile home
parks, trailer parks, and campgrounds constructed
before July 1, 1977, have to meet the requirements of
Chapter 23-10 by July 1, 1985. In addition, mobile
home parks, trailer parks, and campgrounds are
required to meet the requirements of rules adopted by
the State Laboratories Department after construction
of the park or campground within eight years after the
effective date of the rules. The grandfather clause was
viewed as a compromise allowing existing parks time
to comply with sanitation and safety requirements
rather than requiring immediate compliance or allow-
ing permanent noncompliance.

The State Laboratories Department adopted NDAC
Chapter 47-04-01 effective July 1, 1977, The rules
required a minimum lot area based on square footage
and a 15-foot setback from streets, a 10-foot setback
from court boundaries, and a 15-foot spacing between
trailers. Due to the statutory grandfather clause,
courts in existence on July 1, 1977, would have had to
meet the rules’ requirements by July 1, 1985.

In late 1983 the State Laboratories Department held
public hearings concerning the application of existing
trailer court rules and the adoption of new rules. The
hearings generated substantial controversy and mobile
home park operators expressed their concerns to
members of the committee. The concerns appeared to
be over the minimum lot size and setback require-
ments of the rules.

During this process, the State Laboratories Depart-
ment adopted new rules that superseded the rules in
Chapter 47-04-01. The new rules {(Chapters 47-04-01.1
and 47-04-01.2) took effect on August 1, 1984, The new
rules distinguish between mobile home parks and
trailer parks and campgrounds. With respect to mobile
home parks, the new rules limit the occupied area of a
mobile home lot to 75 percent of lot area {instead of
requiring a minimum square footage lot size) and
impose the setback requirements on mobile home
parks constructed after August 1, 1984. The mobile
home spacing requirement is retained at 15 feet. With
respect to trailer parks and campgrounds, the new
rules require a 15-foot setback from streets, a 10-foot
setback from park or campground boundary lines, and
a 10-foot spacing between tents or recreational vehi-
cles.

Testimony from representatives of the State Labora-
tories Department indicated that new parks will have
to comply with the new rules effective August 1, 1984,
but existing parks would have eight years to comply,



during which time they would be subject to ‘‘guide-
lines”” that are the same as the new rules. The
testimony also indicated that all parks in the state
comply with the August 1, 1984, requirements, and the
rules that would have applied on July 1, 1985, would
have required the closing of some trailer courts.

The committee makes no recommendation with
respect to the trailer court rules because the com-
plaints appear to have been resolved due to the action
by the State Laboratories Department to supersede
the rules that would have applied on July 1, 1985.
However, concern was expressed by committee mem-
bers over the possibility of the department continuing
to supersede rules within the eight-year period prior to
the application of a rule to existing facilities, thus
destroying the intent of the grandfather clause.

Administrative Code Distribution

Although the Legislative Council publishes the
Administrative Code, the Secretary of State distrib-
utes the Administrative Code to subscribers and to
public entities designated by NDCC Section 28-32-03.2.
Under that section, the Legislative Council receives
two copies of the Administrative Code — one is used
by the person responsible for codifying administrative
agency rules and one is used in the library.

The Administrative Code was published as a 300-set
edition in 1978. Supplementation is normally on a
monthly basis and 71 supplements have been publish-
ed from August 1, 1978, through December 1, 1984.
Approximately 100 sets, with 71 supplements for each
set, are stored by the Secretary of State. New
subscribers to the Administrative Code receive the
original code and the supplements and must insert the
supplements into the code.

A 25-set revised edition of the Administrative Code
was published in September 1984 to replace the 100-set
(and 7,100 supplements) reserve. However, with two
editions of the Administrative Code, the publication of
each rule change must be compatible with each
edition. The Legislative Council maintains a ‘‘proof’’
set of the Administrative Code, which is an oversized
version of the revised edition. A set of the original
edition is necessary to allow review of the supplemen-
tation requirements of both editions. By informal
agreement, the Secretary of State has made a set
available for this purpose.

The Administrative Code is also used by committee
members during interim committee meetings. The
Administrative Code available for use during interim
committee meetings is a former legislator’s, and
current supplementation is by informal agreement
with the Secretary of State.

Rulemaking Authority and Appeals
As enacted in 1941, Chapter 28-32 only applied to an
““administrative agency’’ where the agency had state-

wide jurisdiction; the agency had authority to make a
determination; the determination had the effect of law;
and the determination by statute was subject to review
in the courts of this state.

In a 1952 decision, the North Dakota Supreme Court
held that the purpose of Chapter 28-32 is not to grant a
right of appeal but merely to regulate the procedure in
cases where a right of review was granted expressly
by other statutes. Under this interpretation, the
language in Section 28-32-15 which provides that any
party to a proceeding ‘‘may appeal’’ from the decision
of the administrative agency in accordance with the
requirements of the section provided merely the
procedure for an appeal and not a right of appeal.

In 1981 the Legislative Assembly amended the
definition of administrative agency. The legislation
eliminated the pre-1981 requirements and provided
that every administrative unit of the executive branch
of state government is an ‘‘administrative agency’’
except for specifically listed agencies. This was in
response to a recommendation by the 1979-80 Adminis-
trative Rules Committee to provide a clear definition
of administrative agency and a right of appeal from
administrative agency decisionmaking.

In a 1983 decision, the North Dakota Supreme Court
concluded that as a result of the redefinition of
administrative agency by the 1981 Legislative Assem-
bly, Section 28-32-15 authorizes an appeal from final
orders or decisions of administrative agencies without
the requirement that there be an express statutory
grant of a right of review under a statute outside of
Chapter 28-32.

As a result of the court’s decision, statutes outside
of Chapter 28-32 which grant rights of appeal are
unnecessary and may cause confusion due to the right
of appeal under Chapter 28-32. In addition, the court’s
reasoning could be extended to rulemaking authority
of agencies and statutes outside of Chapter 28-32
which authorize rulemaking also may be unnecessary
or cause confusion.

Recommendations

The committee recommends House Bill No. 1042 to
provide for the distribution of four copies of the
Administrative Code to the Legislative Council. This
would eliminate the need for the informal agreements
under which four sets are now received by the
Legislative Council.

The committee recommends House Concurrent Reso-
lution No. 3001 to direct a Legislative Council study of
the statutes governing the rulemaking procedures and
grants of rights of appeal from decisions of adminis-
trative agencies. The recommended study is intended
to ascertain and eliminate unnecessary provisions
concerning administrative procedures in light of the
substantive nature of Chapter 28-32.



TABLE A

STATISTICAL SUMMARY OF RULEMAKING

Department Amended Created Superseded Repealed
Accountancy Board............c.ceevrvveiiriiiieiii 11 5 0 1
Agriculture CommiSSiOner ..........cccceveeeveieireroieiinnnerenens 0 9 0 17
Architecture Board ............ccceemiiriviiiiiiieiiniien e, 2 0 0 3
Attorney General..........ccccoviiiincnniiecnieeennnieneiee e 32 68 0 1
Audiology and Speech-Language Pathology Board ......... 6 2 1 3
Banking Department.........cccccccevieiiiiiiniinniiiiiniineeee, 17 19 0 16
Chiropractic Examiners Board 6 1 0 0
Electrical Board..........ccrvveumivrrerieennneeniennennnn. 16 0 0 0
Embalmers Board .........ccccccvvvivvivieiiiiiiiiiniiriieeeeeeen 7 0 0 0
Engineers and Land Surveyors Board ........................... 3 0 0 1
Game and Fish Department........ccccccevvimreiiiiiniiiniiiinnnne. 10 22 0 11
Health Department ...........cccccevviiiiniieniiiiiireeieeeeieeee, 57 266 0 0
Highway Department ............cocccvvevrienivnrnnieeinsieereerinnnns 2 36 0 0
Highway Patrol .........cccceevniiiniiiiirere s 0 7 0 0
Human Services Department .............cccoevevrunnrnvvneennnen.. 57 63 9 4
Industrial Commission ...........ccocveiivieiiirerieiioriieeennnenne 78 52 0 23
Insurance CommiSSIONer ........cccoevviivieriiiiniiiiinirveneeneennes 10 57 12 0
Laboratories Commission...........ccceevcvvveecierenineerinnneenn. 1 12 4 0
Livestock Sanitary Board...............ccouvrvrcrveennineerinnnnn, 17 0 0 0
Management and Budget Office................c.ooeoeevnnerinnnes 9 19 0 0
Medical Examiners Board ...........ccc.cooevvveiviiniireeneneennnne 0 1 0 0
Milk Stabilization Board ..............c.ceccverivririinirriinee, 0 1 0 0
Motor Vehicle Department............cccoeoervivriiririineeeriinnnns 17 0 0 8
Nursing Home Administrators Board ............................ 1 0 0 0
Pharmacy Board..........ccccceevvivenvnieviennieeie e 6 19 0 0
Plumbing Board..........cccccociveiivnniiieniie e 16 0 0 0
Podiatry Board...........cccccoeeviiiniiininniieicnec e 0 27 0 0
Public Instruction Superintendent..................c.oo........... 2 0 0 0
Public Service Commission..........c.cccoevvurevreiirininnveernennns 110 39 0 17
Retirement Board..............ccoooeciiiviviiiiiiniriin e 10 3 0 2
Tax Commissioner..........ccceevveveniiiiiinniiniieeeeeeee s 47 141 254 22
Water Commission..........ccoovveieviieiiiiieiiiiieieeeeeeeeeenn,s 18 5 0 2
Water Well Contractors Board ...............cccoouvevernnennn.... 0 4 _0 _0
Total.......coooiiiiiiiiiiiiiiiecc e 7 878 280 131
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AGRICULTURE

The Agriculture Committee was assigned three
studies. House Concurrent Resolution No. 3021 direct-
ed a study of the state beginning farmer programs and
the feasibility of requiring beginning farmer program
applicants to participate in the Board of Vocational
Education's adult farm management program or some
other supervised farm recordkeeping system as a
criteria to qualify for North Dakota beginning farmer
programs. House Concurrent Resolution No. 3022
directed a study of the model state soil conservation
law as proposed by the Midwestern Governors Confer-
ence and the current state soil conservation laws to
determine how the model state soil conservation law
might be adopted to meet the soil conservation needs
of North Dakota farmers, ranchers, and other citizens.
Following the November 1983 meeting of the Legisla-
tive Council, the chairman of the Council assigned to
the committee a study relating to the adequacy of
state and federal licensure and bonding requirements
for livestock auction markets and dealers.

Committee members were Representative Walter A.
Meyer (Chairman), William E. Gorder, Les Gullick-
son, Eugene Nicholas, Robert E. Nowatzki, Kenneth
Olafson, Don Shide, Kelly Shockman, Wilbur Vander
Vorst, and Adella J. Williams; and Senators Bruce
Bakewell, E. Gene Hilken, and F. Kent Vosper.
Representative Walter A. Meyer was appointed chair-
man following the death of Senator Francis Barth in
April 1984.

The report of the committee was submitted to the
Legislative Council at the biennial meeting of the
Council in November 1984. The report was adopted for
submission to the 49th Legislative Assembly.

BEGINNING FARMER PROGRAMS STUDY
House Concurrent Resolution No. 3021 reflects the
Legislative Assembly’s concern regarding the amount
of state funds invested in beginning farmer programs
and the desire to aid beginning farmers by other than
financial means.

Current State Beginning Farmer Programs
Beginning farmer programs providing direct loans,
tax incentives, and loan guarantees have been enacted
by the North Dakota Legislative Assembly. For these
programs, a beginning farmer is defined by North
Dakota Century Code (NDCC) Sections 57-38-01.2(1)
(m) and 57-38-67 {(2) as a person who:
1. Is aresident of the state.
2. Receives more than half his gross annual income
from farming.
3. Intends to use the farmland he purchases or rents
for agricultural purposes.
4. Has had adequate training, by experience or
education, in farming operations.
5. Has, including his dependents and spouse, if any,
a net worth of less than $100,000.

A revolving loan fund for beginning farmers was
established by 1983 Senate Bill No. 2220 as codified in
NDCC Section 6-09-15.5. The $5 million fund was
established in, and is administered by, the Bank of
North Dakota for the purpose of making agricultural
real estate loans to beginning farmers. The program
limits the participation of the Bank of North Dakota
to not more than 35 percent of the appraised value of
the real estate. Another financial institution, usually
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the Federal Land Bank, is required to provide the
remaining balance of the loan. The term of a loan may
not exceed 40 years and the rate of interest is
established by the Bank of North Dakota.

Since 1979 three tax incentives have been enacted to
encourage the sale or lease of agricultural land to
beginning farmers. State taxable income for an
individual, trust, or estate is reduced under NDCC
Section 57-38-01.2(1) (m) by the amount of interest
received during a taxable year on the sale of at least
80 acres to a beginning farmer by a contract for deed
extending for at least 10 years. Under NDCC Section
57-38-68 a landowner who sells at least 20 acres of land
to a beginning farmer can deduct all the income
realized from the sale, after capital gains treatment,
from his North Dakota taxable income in the year the
sale occurred. Under NDCC Section 57-38-69 a land-
owner who leases at least 20 acres of land to a
beginning farmer for three or more years can exclude
all the rental income up to $25,000 for each year of the
lease from his North Dakota taxable income.

The beginning farmer loan guarantee program is
codified in NDCC Chapter 6-09.8. Under this program,
lenders or people selling real estate may apply for
loan guarantees providing 90 percent coverage of
loans. The term of the loan guarantee cannot exceed
five years, with the maximum amount of the guarantee
and the maximum interest rates allowed to be set by
the Bank of North Dakota. Guarantees may be given
only on loans secured by real estate. Two million
dollars were appropriated to the program in 1983.

In addition to programs aimed solely at beginning
farmers, several other programs benefit beginning
farmers.

The North Dakota Agricultural Development Act,
NDCC Chapter 4-36, became effective on July 1, 1981.
This Act authorizes the issuance of tax-exempt state
industrial revenue bonds {(agribonds) to provide farm
loans at below market interest rates. The bond
revenue is used to establish a fund from which loans
made by participating financial institutions in the
state are purchased. Loan repayments are then used to
pay bondholders.

The tax-exempt nature of agribonds depends upon
compliance with federal requirements, which have
recently been changed by federal legislation. The
program has reportedly been changed to allow only
beginning farmers to use funds to purchase real
property. Loans may be made available to any farmer
for the purchase of new or used equipment, improve-
ments, and brood livestock. The rate of interest under
this program will reportedly be 11 percent for the six-
year term of loans, with a balloon payment due the
end of the term.

The Rural Rehabilitation Corporation, established
in 1934 under the Federal Emergency Relief Act, is a
nonprofit, private organization that makes loans to
beginning farmers who cannot otherwise obtain credit.
The Bank of North Dakota has the authority to
administer the assets of the corporation under NDCC
Section 6-09-33. The corporation cooperates with the
Farmers Home Administration by taking first mort-
gages up to 55 percent of the appraised value of
agricultural land. The Farmers Home Administration
then takes a second mortgage for the remaining loan
amount.



The Bank of North Dakota, pursuant to Industrial
Commission authorization, operates a beginning farm-
er program in cooperation with the Farmers Home
Administration. This beginning farmer program is
similar to the Bank’s regular farm loan program in
cooperation with the Farmers Home Administration,
under which the Bank provides up to 50 percent of the
loan amount at a floating interest rate tied to the
Bank’s base rate for the previous quarter. However,
for beginning farmers the first three annual payments
are subsidized at 2.5 percent below the base rate.

Eligibility
Currently, the Bank of North Dakota determines
eligibility for revolving fund loans and loan guaran-
tees, while the Tax Commissioner determines eligibil-
ity for tax credits. The Bank of North Dakota
supported placing the authority to determine
eligibility for these beginning farmer programs with
the Commissioner of Agriculture. In support of this
proposal, the Family Farm Committee, established by
the Commissioner of Agriculture to provide input on
farm programs, recommended establishing a beginning
farmer advisory board to aid the commissioner in

determining applicant eligibility.

Revolving Loan Fund

The Bank of North Dakota presently sets the
interest rate for loans from the revolving loan fund at
four percent below the Federal Land Bank interest
rate for the first five years of the loan, after which the
rate increases to two percent above the Federal Land
Bank rate. These interest rates are set to generate
income for the fund and to encourage participants to
refinance their loans after five years, thus providing
the necessary turnover in the money loaned. Testi-
mony suggested that these interest rates do not allow
a beginning farmer to generate sufficient equity in
farm property to allow refinancing within five years.
The Family Farm Committee, the North Dakota Farm
Bureau, and the North Dakota Farmers Union all
support lower fixed-interest rates for a longer period
of time. Additionally, a 10-year term, with a five-year
optional extension, for loans made under the program
was supported to further allow participants to estab-
lish equity sufficient to allow refinancing.

Most of the original $5 million appropriation to the
revolving loan fund has been loaned. Testimony
supported a new appropriation of $20 million to this
fund.

Loan Guarantees

The Bank of North Dakota reported that there have
been few requests for loan guarantees and that none
had been made, resulting in the growth of the original
$2 million appropriation to more than $2.5 million.

Testimony suggested that the program be expanded
to provide guarantees for both personal and real
property loans, to allow for better use of the fund.
However, the Bank of North Dakota opposed personal
property coverage within the loan guarantee program
due to the possible volatile nature of the guarantees
and due to difficulty in administering personal
property guarantees.

Testimony supported allowing personal property
loan guarantees only for loans made under the North
Dakota Agricultural Development Act (agribond pro-
gram). These guarantees would reportedly promote the
use of personal property agribond loans, because
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agribond loans are made by private financial institu-
tions which are utimately responsible to the state for
the funds loaned. Therefore, these private financial
institutions could use the program to guarantee
agribond loans. Although the accessibility of agribond
loans was questioned because only about one-fourth of
the banks in the state participate in the program, the
participating financial institutions are reportedly
rural, nonchain banks, thus making participating
banks sufficiently accessible to the farmers of the
state.

Federal Programs
Testimony received regarding the Farmers Home
Administration’s limited resource loan programs indi-
cated that these programs are not uniformly adminis-
tered in each county of the state and that shortages of
personnel make it difficult to administer properly the
programs at local levels.

Mandatory Education

Testimony generally supported the adoption of a
mandatory education requirement for loan applicants.
Mandatory education would reportedly aid beginning
farmers to better manage their farms and ranches, and
it would protect the investment of the state in
beginning farmer programs through nonpecuniary
means. Additionally, mandatory education can supply
data and information regarding the success of the
beginning farmer programs. Other states, including
Minnesota, require beginning farmer program appli-
cants to enroll in educational programs.

Several existing farm management programs are
available within the state. The Board of Vocational
Education reported that its adult farm management
program could be made available throughout a major
portion of the state. This program utilizes classroom
education, farm visits, and computer analysis to
provide ongoing management training to beginning
farmers. A representative of the Commissioner of
Agriculture also submitted information regarding
other educational management programs available
within the state.

Testimony and committee discussion reviewed the
difficulties associated with mandatory education. The
committee found that the existing management pro-
grams will have to be enlarged to cover the entire
state effectively. Other difficulties include the general
reluctance to establish mandatory education programs
and the need for cooperation by school districts in the
establishment of the Board of Vocational Education’s
adult farm management programs.

Recommendations

The committee recommends Senate Bill No. 1043 to
establish a beginning farmer advisory board under the
Commissioner of Agriculture to determine eligibility
for beginning farmer programs.

The bill allows participation in loans by the
beginning farmer revolving loan fund up to 50 percent
of the value of real property. The maximum interest
rate charged on loans under the program is four
percent per annum for the first 10 years of the loan
and six percent thereafter. The maximum term of the
loan is 10 years with a five-year optional extension
upon the approval of the beginning farmer advisory
board.

The bill allows personal property loan guarantees
for loans made under the North Dakota Agricultural



Development Act up to 50 percent of the fair market
value of the personal property.

The bill requires beginning farmers to participate
satisfactorily in the adult farm management program
of the State Board of Vocational Education or an
equivalent program approved by the Commissioner of
Agriculture.

The bill provides appropriations to the Board of
Vocational Education and the Commissioner of Agri-
culture to cover expenses and improvements necessary
under the bill and appropriates $20 million to the
revolving loan fund.

The committee also recommends House Concurrent
Resolution No. 3002 urging congressional review of the
Farmers Home Administration’s limited resource loan
programs and requesting additional Farmers Home
Administration personnel.

SOIL CONSERVATION STUDY
House Concurrent Resolution No. 3022 directed a
study of the current state soil conservation laws and
