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Testimony 
Administrative Rules Committee 

December 12, 2013 
North Dakota Department of Health 

Good morning Chairman Devlin and members of the Administrative Rules 
Committee. I am Arvy Smith, Deputy State Health Officer for the North Dakota 
Department of Health (DoH). I am here to provide additional information to 
address the concerns expressed at the September 12, 20 13 committee meeting 
regarding the proposed food and lodging fee increase. I will follow the seven 
points the department was asked to address in the September 26, 2013 notice sent 
by Mr. Walstad. 

Background 

APPENDIX F 

The DoH requested and the governor recommended a general fund appropriation 
for a new food and lodging licensing information data management system 
(LIDMS) to be developed during the 2013-15 biennium. The Senate approved this 
recommendation as requested in Senate Bill 2004 and the House approved the 
system but changed the funding source to food and lodging fees. The conference 
committee on SB 2004, and subsequently the 2013 Legislative Assembly, 
approved the House version of this item. 

The food and lodging LIDMS would allow the department to accept credit card 
payment for license renewals, to capture email addresses and be able to send 
license renewals and other correspondence electronically and to post inspection 
results for consumer access on the department's website. In addition a new 
information management system would allow us to conduct electronic inspections 
on tablet computers and submit those inspections electronically to the office. There 
would be postage and processing savings to the department of around $6,000 per 
biennium by not having to send out hard copy license renewals and by being able 
to receive inspection results from field inspectors electronically rather than by 
mail. 

1. Copies and discussion of the consideration and motion of the standing 
committee considering the department's budget showing the legislative 
action to eliminate the proposed appropriation for the updated licensing 
information data managem~nt system and the suggestion the department 
should cover the cost of the system through fee increases. 

Appendix A includes the minutes of the House Appropriations Human Resources 
Division discussion of the LIDMS on April 4, 2013 and on April 8, 2013 starting 
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with No. 8. It was stated by Representative Bellew, who proposed the amendment, 
that the department raise fees "if need be" to complete the project. 

When SB 2004 went to conference committee, Chairman Senator Kilzer requested 
a presentation by the department of the consequences of the House amendments to 
SB 2004. On page 3, No.8 of my testimony dated April19, 2013 (attached) I 
informed the conferees that we would have to increase food and lodging fees to 
pay for the new system because we had included all the fee revenue in the base 
budget so none was estimated to be available for the new system without 
increasing fees. 

When the conferees identified their areas of difference between the two versions of 
the budget, the food and lodging item was not included. The final conference 
committee report was passed by the full Legislative Assembly with the House 
version of the LIDMS, using fees to pay for it. 

2. Current estimated cost for the updated licensing information data 
management system, separated into initial update cost and ongoing annual 
maintenance cost. 

At the time the DoH budget was developed, the estimated cost of the LIDMS was 
$110,000 and the ongoing maintenance costs were estimated at $20,000 to $50,000 
per year ($40,000 to $100,000 per biennium). The estimate was based on a system 
in place at the time the budget was developed. Users of this system are now 
reporting quality issues and lack of vendor responsiveness. As we are beginning 
the Request for Proposal process we are seeing more effective systems as high as 
$280,000 with $30,000 to $50,000 per year for maintenance. Since the fee 
increases only generate $150,000 per biennium we will have to consider whether 
we can find other funding sources or select a cheaper option. 

3. Consideration of sunsetting or reducing fee increases after initial cost of 
the system is covered, reducing fee revenue to an amount necessary to 
cover ongoing maintenance cost. 

As the previous point indicates, maintenance on a system could be as high as 
$50,000 per year which would use $100,000 of the $150,000 new revenue the 
proposed fee increases would generate. 

Without fee increases since 2008, the general fund has had to absorb almost 100% 
of salary, benefits and travel cost increases since that time. While we are seeing 
some fee revenue increases due to increased number of facilities licensed, 
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particularly in the western part of the state, actual fees collected between FY 2012 
and FY 2013 increased only $23 ,026 or 7%, from $333 ,394 to $356,420. 

If we do not reduce the fee revenue down to the level necessary to cover ongoing 
maintenance costs of the LIDMS this revenue would help cover the program cost 
increases related to salaries and travel and reduce the need for the general fund to 
cover it for a period of time. 

The average fee increase per year proposed for all 3,600 facilities, including the 
very large facilities, is just under $21. per year, with most of the increases between 
$10 and $25. The reductions to the fees would be minimal. 

4. A description of consideration by the department on the feasibility of 
finding all or part of the necessary funding for the upgrade within the 
budget of the department. 

Almost half of the DoH budget is passed through to local entities in the form of 
grants and contracts. Part of the budget increases are appropriated in separate bills 
where the funding is appropriated for a particular purpose and must be returned to 
the general fund if we don 't spend it. Most of the remaining increases were either 
for oil impact or go to programs where the groups that are provided the funding 
through grants and contracts are well aware of the increases the legislature 
appropriated. While the department does experience some general fund roll up, by 
the time we know how much roll up we will have it is far too late to start and 
complete a technology project by the time the biennium ends and the unspent 
general fund appropriation reverts back to the general fund. 

5. Review of a comparison of total fee collections by the department for 2011 
and 2013. 

In the 2009-2011 biennium $655 ,489 in fees were collected and in the 2011-13 
biennium a total of$689,814 was collected. 

6. The committee requested the department have discussions with 
representatives of the North Dakota Petroleum Marketers Association, the 
North Dakota Retailers Association, and the North Dakota Hospitality 
Association to consider concerns of those groups and report the results of 
those discussions to the Administrative Rules Committee. 

On November 5, 2013 Kenan Bullinger, Director of the Food and Lodging 
Division met with Rudy Martinson, ND Hospitality Association and Mike Rud, 
ND Petroleum Marketers Association. Details were provided as to the process the 
Department went thru as to why the license fees were proposed for increase. Both 
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Mr. Rud and Mr. Martinson stated they were not opposed to the Department 
pursuing a new management system for improved licensing and inspection 
systems. They did not support the raising of fees to pay for this system. Mr. 
Bullinger promised to provide courtesy notifications on any future laws or 
regulations that would be of interest or would impact their particular associations. 

7. Provide a comparison of the current annual maintenance costs of the 
existing system and the estimated ongoing annual maintenance costs of the 
updated system. 

The current system is an Access system built internally quite some time ago with 
limited capabilities. There are minimal maintenance costs as most maintenance can 
be done internally. Depending on the system we purchase maintenance costs can 
run from $30,000 to $50,000 per year. 

Thank you for your attention. I am happy to answer any questions you may have . 
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2013 HOUSE STANDING COMMITTEE MINUTES 

House Appropriations Human Resources Division 
Sakakawea Room, State Capitol 

SB 2004 
April·4, 2013 
Job 20872 

0 Conference Committee 

Explanation or reason for introduction of bill/resolution: 

/lp~Ji" A 
/ ) 1./ /(; {._/ . 

A BILL for an Act to provide an appropriation for defraying the expenses of the state 
department of health; to repeal section 23-46-05 of the North Dakota Century Code, 
relating to state financial assistance for emergency medical services; and to provide 
legislative intent. 

Minutes: 

Chairman Pollert called to committee to order. 

Chairman Pollert proposed amendments for the salary adjustments for the hay study, the 
accrued leave, to pull the oil impact money, to pull $250,000 of operating expenses 
department-wide. 

Rep. Bellew proposed amendments to remove #3 on the ljst, #9 on the green sheet, the 
medica l examiners services at UNO; #4 on the OAR list, the WSI insurance payments; #13 
on the OAR list, #4 7 on the green sheet, 1 FTE to implement a paramedic community 
health care worker pilot project; #2.6 . Orli OAR-, 6.haog&;gener;a~~'ft:Hlds,!to;"Specia~~·fundsi- li 

w.ould ... iike-to· see-the•d~partmem use the food arld .JoagiRg;feet; remove the funds from #18 
and #19 on the green sheet, oil related temporary FTE positions and funding for FTE 
positions; environmental health section, #36 on the green sheet, remove 4 FTEs: 1 lab 
services position, 2 in municipal services, and 1 in water quality; the EMT Grants, remove 
the entire amount of general funds ; #57 on the green sheet, remove the emergency 
medical services grant manager. 

Rep. Nelson: I'd like to ask for an amendment to change the funding source for the stroke 
care that was added in the Senate to the Tobacco Control trust fund to general funds. 

Rep. Bellew: I would like to just remove that. 

Rep. Nelson: I'd ask for an amendment for the Family Violence Prevention and Services 
grant, there is uncertainty as to what sequestration will do to those funds. The amendment 
would provide $80,000 to the Family Violence Prevention and Services grant if 
sequestration reduces federal funding. 
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House Appropriations Human Resources Division 
SB 2004 
April 8, 2013 
Page 3 

6. Chairman Pollert: (0 : 15:05) Professional services to contract with the UND School of 
Medicine and Health Sciences to perform autopsies in the eastern part of the state, 
included in the executive recommendation and approved by the Senate, are removed . 
Reduction of $640,000. 

Rep. Nelson: It was stated in the committee that the lab in Bismarck can't adequately 
handle the number of autopsies that are in front of them. If we don't do this, is there room 
in Bismarck to contract or how would we contract? 

Rep. Bellew: I proposed this amendment because when we built the new lab in Bismarck, 
we built it big enough for two MEs and currently they only have one. Two or three 
bienniums ago, UND came forward and wanted a new medical lab there for this type of 
thing. I believe there is room down here for the department to do it. They may have to hire 
another medical examiner, but we built it big enough that all the autopsies should be 
handled here. I also think the department should come up with rules or the Legislature 
should come up with rules that some of these autopsies need to be paid for, because 1 
don't know if they are all necessary. 

Rep. Nelson: If that was the case, then I think we could . It would make sense. But there's 
no funding for another ME here in this proposal. If we take this out, how do they attract or 
get another professional in there to handle the backload? Are you suggesting that we 
provide some money for salaries then? 

Rep. Bellew: They were doing this the last biennium without this extra money. 

Chairman Pollert: Rep. Bellew, you will be on the Conference committee and this will be a 
point of discussion. 

Roll Call Vote 6: Yes: 4, No: 2, Absent: 0. Motion passed . 

7. Chairman Pollert: (0:18:47) Funding for 1 FTE position ($135,000) to implement a 
community paramedic/community health care worker pilot project and for educational 
startup costs ($141 ,600) is removed . One FTE and negative $267,600. That is #47 on the 
green sheet and OAR #13. 

Roll Call Vote 7: Yes: 5, No: 1, Absent: 0. Motion passed . 

Chairman Pollert: (0:19:55) The funding source of one-time funding for a food and lodging 
licensing management system included in the executive recommendation and approved by 
the Senate is changed from the general fund to otherfunds. $110,000. 

Rep. Bellew: This is okay but I thought food and lodging fee should pay for it instead of 
general funds because that is what it is specifically for . 

• -* Chairman Pollert: What we're saying by this amendment and what you're bringing forward 
is that you are asking food and lodging to set up a fee schedule to pick up the cost? 
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House Appropriations Human Resources Division 
SB 2004 
April 8, 2013 
Page4 

Rep. Bellew: To pick up the cost yes. Not to raise the fees , I think we would need a 
separate amendment for that, but within the food and lodging fees, to pick up this cost. 

Chairman Pollert: You mean within the section of food and lodging to find $110,000 in 
there to pay for it? 
Rep. Bellew: They collect fees for this and every time they do this, they charge a fee to 
inspect a cafe or whatever. I don't think the general fund should pay for it; I think if should 
come out of the fee income. 

Chairman Pollert: I'm not questioning that, but in order to pay for it, they might raise fees. 

Rep. Bellew: If they have the authority to do it, that's fine. 

Rep. Holman: Where else do we do this in other reviews? Is this a practice that if we do it 
with food and lodging, do we do it in other areas where we have inspectors? 

Chairman Pollert: We actually had this discussion when Chairman Delzer was then 
Chairman of this section. There was talk of these fees and at that time there was talk of 
raising the fees and that didn't survive. So now it is being brought forward to do it this way. 
At that time, they discussed if food and lodging fees should be paid from the general fund 
as a safety concern or be paid by the facilities . 

Rep. Holman: How about the licensing fee; what happens with that? That is another fee 
that is a part of this. You're talking an inspection fee; how does that tie in with the licensing 
fee? 

Rep. Bellew: A fee is a fee. A certain percentage of their budget is fees; ten or twelve 
percent of their budget comes from fee money. I'm sure some of that goes to pay salaries. 

Chairman Pollert: What you would be asking the Department of Health is they would 
raising the fees for food and lodging? 

Rep. Bellew: If need be. 

Rep. Nelson: It is a food and lodging licensing management system; what exactly is the 
management system, is it a program? 

Rep. Bellew: Yes, it is a program. 

Rep. Nelson: You're saying this program should be purchased by the users of the 
program rather than the department? State infrastructure should be purchased by 
businesses? Is that right? 

~Rep. Bellew: I just want the fees to pay for it instead of the state taxpayers. That is my 
proposed amendment. 

Roll Call Vote 8: Yes: 4, No: 2, Absent: 1. Motion passed . 
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Total all luna ~ $80,000 ($1 00.000) ($11.746.016) 
Less eslrmaled rncome 0 [ 100.000) 11 .691 . 123) 

General fund $80.000 $0 (S 10 .054 .893) 

FTE 0.00 0.00 (5.00) 

' This amendment adjusts the state employee compensation and benefits package as follows: 
Reduces the performance component from 3 to 5 percent per year to 2 to 4 percent per year. 
Reduces the market component from 2 to 4 percent per year for employees below the midpoint 
of their salary range to up to 2 percent for employees in the first quartile of their salary range for 
the first year of the biennium only. 
Removes funding for additional retirement contribution increases. 

1 A portion of salaries and wages funding from the general fund ($707,673) and from other funds 
($1 ,515,616) for permanent employees compensation and benefits is reallocated to an accrued leave 
payments line item for paying annual leave and sick leave for eligible employees. 

' Removes funding for workforce safety insurance for volunteers included in the executive 
recommendation . The additional payment was determined to be unnecessary by Workforce Safety and 
Insurance . 

·' Oil impact funding for grants to local public health units in oil-impacted areas of the state included in the 
executive recommendation and approved by the Senate is removed . 

!. Operating expenses are reduced department wide . 

;. Professional services to contract with the University of North Dakota School of Medicine and Health 
Sciences to perform autopsies in the eastern part of the state. included in the executive recommendation 
and approved by the Senate, are removed . 

7 Funding for 1 FTE position to implement a community paramedic/community health care worker pilot 
project and for educational startup costs is removed . 

f, The funding source of one-time funding for a food and lodging licensing management system included 
in the executive recommendation and approved by the Senate is changed from the general fund to 
special funds from food and lodging fees . 

'' Funding for 4 environmental health FTE positions . included 1n the executive recommendation and 
approved by the Senate . is removed as follows : 

1 FTE laboratory services position ($1 01 ,638) and related operating expenses ($335,543) and 
capital assets ($224,000); 
2 FTE municipal facilities positions ($286,748) and related operating expenses ($24,427) ; and 
1 FTE water quality position ($131,974) and related operating expenses ($24,233). 

" ' Funding for rural emergency medical services grants is reduced to provide a total of $2 .19 million, of 
which $940 ,000 is from the general fund and $1 .25 million is from the insurance tax distribution fund . 
The executive recommendation included $7 .34 million , of which $6.09 million is from the general fund 
and $1.25 million is from the insurance tax distribution fund , $2.35 million more than the 2011-13 
biennium. 

" Funding increases provided in the executive recommendation in the salaries and wages line item and 
the operating expenses line item for an emergency medical services grants manager are removed . 

'
2 Funding added by the Senate from the tobacco prevention and control trust fund to provide an 

increase in funding for the continued implementation of the statewide integrated stroke system of care is 
removed . The executive recommendation included $473 ,324 from the general fund for the statewide 
integrated stroke system of care . Funding was added by the Senate to provide a total of $856,324 for 

Page No . 3 13.8154 .02009 
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• Reduces the market component from 2 to 4 percent per year for employees below the midpoint of their salary range to up to 

2 percent for employees in the first quartile of their salary range for the first year of the biennium only. 

• Removes funding for additional retirement contribution increases. 

1 A portion of salaries and wages funding from the general fund ($707,673) and from other funds ($1,515,616) for pennanent 
employees' compensation and benefits is reallocated to an accrued leave payments line item for paying annual leave and sick leave 
for eligible employees. 

1 Removes funding for workforce safety insurance for volunteers included in the executive recommendation. The additional payment 
was detennined to be unnecessary by Workforce Safety and Insurance. 

• Oil impact funding for grants to local public health units in oil-impacted areas of the state included in the executive recommendation 
and approved by the Senate is removed. 

s Operating expenses are reduced departmentwide. 

6 Professional services to contract with the University of North Dakota School of Medicine and Health Sciences to perfonn autopsies 
in the eastern part of the state, included in the executive recommendation and approved by the Senate are removed. 

7 Funding for I FTE position to implement a community paramedic/community health care worker pilot project and for educational 
startup costs is removed. 

:::i_ 1 The funding source of one-time funding for a food and lodging licensing management system included in the executive 
"f'' recommendation and approved by the Senate is changed from the general fund to special funds from food and lodging fees . 

• Funding for 3 environmental health FTE positions, included in the executive recommendation and approved by the Senate is 
removed as follows : 
• I FTE laboratory services position ($1 0 I ,638) and related operating expenses ($335,543) and capital assets ($224,000), and 
• 2 FTE municipal facilities positions ($286,748) and related operating expenses ($24,427). 

1° Funding for rural emergency medical services grants is reduced to provide a total of$2. 19 million, of which $940,000 is from the 
general fund and $1 .25 million is from the insurance tax distribution fund. The executive recommendation included $7.34 million, 
of which $6.09 million is from the general fund and $1.25 million is from the insurance tax distribution fund, $2.35 million more 
than the 2011 - 13 biennium. 

11 Funding increases provided in the executive recommendation in the salaries and wages line item and the operating expenses line 
item for an emergency medical services grants manager are removed. 

11 Funding added by the Senate from the tobacco prevention and control trust fund to provide an increase in funding for the continued 
implementation of the statewide integrated stroke system of care is removed. The executive recommendation included $473,324 
from the general fund for the statewide integrated stroke system of care. Funding was added by the Senate to provide a total of 
$856,324 for the statewide integrated stroke system of care, of which $473,324 is from the general fund. 

13 Contingent funding is added for family violence services and prevention grants. The funding is contingent on a reduction in federal 
funds resulting !Tom sequestration. 

14 Operating expenses are reduced due to the repeal of Chapter 23-17.5 related to health care provider cooperative agreements. 

In addition, this amendment: 

• 

• 
Adds a section to provide the additional funding in the grants line item for family violence services and prevention grants of 
$80,000 from the general fund is contingent on the State Department of Health certifying to the Director of the Office of 
Management and Budget that federal funds available to the department' for family violence grants has been reduced due to federal 
sequestration. The department may spend these funds to the extent that federal funds are reduced. 
Adds a section to repeal Chapter 23- 17.5 related to health care provider cooperative agreements. 

SB2004 
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costs of the investigation or inquiry are the responsibility of the county. So 
we do not have the authority to charge fees for the autopsies . 

7. Funding for 1 FTE position to implement a community paramedic/community 
health care worker pilot project and for educational startup costs is removed . 

Half of the position would develop trainings and coordinate efforts to use 
the EMS workforce to address community health and medical needs that 
communities currently do not have the resources to address. Half of the 
funding is the educational startup costs . EMS workers would be trained to 
provide a variety of services during their downtime that would be billable 
and improve the financial stability of the ambulance services. These 
services could include assessments, chronic disease management, blood 
draws, diagnostic cardiac monitoring, fall prevention, medication 
reconciliation to individuals in homes, schools and places of employment. 
Half of the funding would be used for training of the EMS workforce. 

The other half of this position would work to continue the STEM I project, a 
community based initiative aimed at improving the system of care for heart 
attack patients in NO. 

¥ 8. The funding source of one-time funding for a food and lodging licensing 
management system included in the executive recommendation and approved by 
the Senate is changed from the general fund to special funds from food and 
lodging fees. 

"*- We would have to increase food and lodging fees to pay for the new 
licensing management system which is 20 years old. We have included all 
fee revenue in the base budget so none is estimated to be available for 
this system without increasing fees . Fees were last increased effective 
April 1, 2008. 

9. Funding for 3 environmental health FTE positions, included in the executive 
recommendation and approved by the Senate is removed as follows : 

• 1 FTE laboratory services position ($1 01 ,638) and related operating 
expenses ($335,543) and capital assets ($224,000), and 
• 2 FTE municipal facilities positions ($286, 7 48) and related operating 
expenses ($24,427). 

Work effort has significantly increased in all areas of the Environmental Health 
Section as noted in our presentation to both committees. As development 
continues environmental impacts and potential challenges will continue to 
increase as well . Staff conduct field inspections, permit 
reviews/approvals/compliance, initiate enforcement, evaluate the science 
needed to comply with federal and state laws and monitor environmental 
quality. Reduction in the number of FTE's requested by the Environmental 
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' This amendment adjusts the state employee compensation and benefits package as follows: 

Reduces the performance component from 3 to 5 percent per year to 3 to 5 percent for the first 
year of the biennium and 2 to 4 percent for the second year of the biennium. 

Reduces the market component from 2 to 4 percent per year to 1 to 2 percent per year for 
employees below the midpoint of their salary range. 

Reduces funding for retirement contribution increases to provide for a 1 percent state and 1 
percent employee increase beginning in January 2014 and no increase in January 2015. 

2 A portion of salaries and wages funding from the general fund ($707,673) and from other funds 
($1,515,616) for permanent employees' compensation and benefits is reallocated to an accrued leave 
payments line item for paying annual leave and sick leave for eligible employees. 

3 Removes funding for Workforce Safety and Insurance for volunteers included in the executive 
recommendation, the same as the House. The additional payment was determined to be unnecessary 
by Workforce Safety and Insurance. 

4 Oil impact funding for grants to local public health units in oil-impacted areas of the state included in the 
executive recommendation and approved by the Senate is removed, the same as the House. 

5 Funding for local public health units is increased to provide a total of $4 million from the general fund , 
$1 million more than the 2011 -13 biennium . The additional funds are to be distributed to public health 
units in non-oil-producing counties. The House and Senate did not change the executive 
recommendation to provide $3,750,000 from the general fund for local public health units statewide. 

6 Operating expenses are reduced departmentwide. The House reduced operating expenses $250,000 
and the Senate made no reductions . 

7 Professional services to contract with the University of North Dakota School of Medicine and Health 
Sciences to perform autopsies in the eastern part of the state, included in the executive recommendation 
and approved by the Senate are reduced to provide a total of $400,000. The House removed this 
funding. 

6 The fund ing source of one-time funding for a food and lodging licensing management system included 
in the executive recommendation and approved by the Senate is changed from the general fund to 
special funds from food and lodging fees , the same as the House. 

9 Funding for 1 FTE laboratory services position ($101,638) and related operating expenses ($85,543) 
included in the executive recommendation and approved by the Senate is removed, the same as the 
House. 

The conference committee restored funding for 2 FTE municipal facilities positions ($286,748) and 
related operating expenses ($24,427), laboratory operating expenses ($250,000), and capital assets 
($224,000) included in the executive recommendation and approved by the Senate. The House removed 
these FTE positions and related funding. 

1° Funding for rural emergency medical services grants is reduced to provide a total of $7.19 million, of 
which $5.94 million is from the general fund and $1 .25 million is from the insurance tax distribution fund, 
$2 million more than the 2011 -13 biennium . The executive recommendation included $7.34 million, of 
which $6.09 million is from the general fund and $1 .25 million is from the insurance tax distribution fund, 
$2.15 million more than the 2011-13 biennium. The House reduced emergency medical services grants 
by $5.15 million and the Senate did not change the executive recommendation . 

11 Contingent funding is added for family violence services and prevention grants. The funding is 
contingent on a reduction in federal funds resulting from sequestration , the same as the House . 

12 Operating expenses are reduced due to the repeal of Chapter 23-17.5 related to health care provider 
cooperative agreements , the same as the House. 
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