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CHAPTER499 

SENATE BILL NO. 2068 
(Leg i slative Council) 

(Interim Committee on State and Federal Government) 

PUBLIC EMPLOYEES RETIREMENT SYSTEM 

AN ACT to crea te and e nact sections 54-52-02.4, 54 - 52 -10.1 , 
54-52-17.1, and 54-52-1 9.1 of the North Dakota Century Code , 
relating to the public employees retirement system; to amend 
and r eenact sections 54 -5 2-01, 54 - 52 -0 2.1, 54 - 52 - 02.2, 
54-52-02 . 3 , ~ubsection 6 ~f section 54 - 52- 03 , subsections l and 
4 of section 54-52-04, and sections 54-52-05 , 54-52-06 , 54-52-
06.1, 54 - 52-1 0 , 54 - 52- 17 , and 54 -5 2-21 of the North Dakota 
Century Code, relating to certain terms, participants, methods 
of joining, governance, fees, contributions , funds , rights, 
and benefits of the public emp l oyees retirement system ; and 
to repea l sections 54 - 52-ll, 54 - 52-18, 54 - 52-19, and 54 - 52-20 
of the North Dakota Century Code, relating to vesting apportion
ment of benefits and prior service benefits in the publ ic 
employe es retirement system . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION l. AMENDMENT .) Section 54 - 52- 01 of the Nor th Dakota 
Century Code is hereby amended and reenacted to read as follows : 

54-52-01 . DEFINITION OF TERMS.) As used in this chapter , 
unless the context otherwise requires : 

l . " Bene~ iciary" means any person in receipt of a benefit 
provided by this p lan or any person designated by a 
participating member to receive benefits . 

2. "Eligible employee " means all permanent employees who meet 
all of the e ligibility requirements set oby this chapter 
and who are e i gh t een years or more of ag~, and shall 
include appointive and elective officials at their sole 
elec tion, provided that judges of the supreme and district 
courts eligible under section 54 - 52-02.3 shall be eligible 
employees and shall participate in the public employees 
retirement system. 

3 . "Emp loyee " means any person employed by a governmental unit, 
whose compensation is.." paid out of the gove rnmental unit's 
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f unds, or funds controlled or administered by a govern
mental unit, or paid by the federal government through any 
of its executive or administrative officials ; certified 
employees of a school district means those employees 
eligible to participate in the teachers' fund for retire
ment who shall not be eligible employees under this chapter. 

4 . "Employer" means a governmenta l unit. 

5 . "Funding agent" or "agents" means the insurance company , 
trust bank, or other financial institution whom the retire
ment board selects to hold and invest the employers' and 
members ' contributions and pay certain benefits . 

6 . "Governmental unit" means the state of North Dakota or a 
county o r city thereof, a school district, including the 
Fargo school district, a district health unit, and the 
Garrison conservancy district. 

7. "Participating member" means all eligible employees who 
through payment into the plan have established a claim 
against the p lan. 

8 . "Permanent employee" means a governmental unit employee 
\vho has been employed by an eligible governmental unit for 
f ive continuous months, and is employed for more than twenty 
hours per week and more than five months each year. 

9 . "Prior s ervice" means ser vice or employment prior to 
July 1, 1966. 

10. ''Prior service credit" means such credit toward a retire
ment benefit as the reti rement board may determine under 
the provisions of this chapter. 

11 . "Public employees retirement system" means the retirement 
plan and program established by this chapter. 

12. "Retirement" means the acceptance of a retirement allow
ance under this chapter upon termination of employment. 

13. "Retirement board" or "board" means the five persons 
designated by this chapter as the governing authority 
for the retirement system created. 

14 . "Service " means employment on or after July 1, 1966 . 

15. "Service benefit" means the credit toward retirement 
benefits as determined by the retirement board under the 
provis ions of this chapter. 

1 6 . "Wage s" and "salaries " means the actual dollar compensation 
excluding overtime paid to or for an employee for his 
services . 
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SECTION 2. AMENDMENT . ) Section 54 - 52 - 02 . 1 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows : 

54 - 52 - 02 . 1. COUNTY, CITY, AND NONCERTIFIED SCHOOL DISTRICT 
EMPLOYEES AUTHORIZED TO JOIN PUBLIC EMPLOYEES RETIREMENT SYSTEM . ) 
The . boards of county commissioners of the several counties and 
the governing bodies of any city or school district are hereby author 
ized on b e half of their permanent employees , and permanent noncertified 
employee s only in the case of school districts, to enter into agree 
ments with the state retirement board for the purpose of ext e nd ing the 
benefits of the public employees retirement system , as provi ded in 
this chapter , to s uch emp l oyees . Such an agreement may , in a ccordance 
with this chapter, contain provisions r e lati ng to benefits , contribu
tions , effect i ve date, modification , administration , and o the r appro
priate provisions as the state r etirement board and the board of 
county commissioners or governing body of a city or a school district 
shall agree upon , but such agreement shall provide that : 

1. The county, city, or school district will contribute 
on behalf of each eligible employee an amount equal to 
that provided in section 54-52-0 6 . 

2. A portion of the moneys, paid by the counties , cities , or 
school d istricts may be used to pay administrative expenses 
of the retirement board . 

Notwithstanding any other provision of this c hap t e r, no po litica l 
subdivision of this state not participating in the retirement system 
on June 30 , 1977, shall thereafter become a participant in the system 
until an ac tuarial study is performed under the direction of the 
board to calculate the cost of that portion of benefits to be paid 
by the retirement system to the emp loyees of such po li tical s ub 
division based on a ny prior service or on any service after June 30 , 
1 9 77, and befor e the date of initial participation in the retir ement 
system , or both; and the political subdivisio n has adop t ed a method, 
approved by the board , to pay the costs determined in this sub s ection 
over a period not to exceed twenty - five years from June 30 , 1977 . No 
political subdivision may discontinue participation in the fund with
o ut first making such payment t o the fund as may be necessary for the 
fund to pay the future benefits of the e lig i b l e employees of such 
po litical subdivision as determined on the basis of rules and regula 
tions promulgated by the board . Within thirty days after the effec
tive date of this Ac t, except as otherwi se provided in this section , 
any po litical subdivision may wi t hdraw the total sums in its employee 
and employer accounts with the fu nd, make appropriate refunds, and 
terminate its participation in the publi c emp l oyees retiremen t system . 

SECTI ON 3 . AMENDMENT. ) Section 54 - 52 - 02 . 2 of the North Dakota 
Centur y Code is hereby amended and reenacted to read as fo llows: 

54 - 52 - 02 . 2 . EMPLOYEE REFERENDUM- AUTHORIZATION AND SUPERVISION . 
On their own motion or upon petition by twenty percent of the per 
manent county or ci t y e mp l oyees or the permanent noncertified employees 
of any school district , the board of county commissioners or the 
governing body of the city or school district shall authorize and 
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supervise a referendum of the permanent employees employed by that 
county or city or o f the noncertified permanent employees employed 
by that school district or the employees of any other political 
subdivision authorize d to participate in the system on the question 
whether such employee s elect to participate i n the retiremen t system . 
If the majority of such employees vote in favor of participation i n 
the retirement sys tem, the board of county commissioners or the 
governing body of a city , school district , or other po l itica l sub
division , notwith s tanding anything to the contrary in chapter 40 - 46 , 
may in its discre tion enter into the agreement provi ded for in 
section 54 - 52-02.1. Notwithstanding provi sions to the contrary in 
chapters 18 - 05, 1 8-ll, and 40 - 45 , the police department of any city , 
the fire departme nt of any city , or both , may ho l d referendums among 
their employees on the quest i on of whether their department should 
join the remaining city emp l oyees in part i cipation i n the r eti rement 
system established by this chapter . If a majority of the c i ty police 
or city firemen, or both , vote in favor of such parti cipation the 
governing body o f the city shall inc l ude such policemen and firemen 
within any agre eme nt entered into pur suan t to sect i on 54 - 52- 02 . 1 , and 
shall arrange fo r d iscontinuance of any exis ting policemen ' s or 
firemen ' s pensio n fund as provided by l aw . 

SECTION 4 . AMENDMENT . ) Sect i on 54 - 52 - 02 . 3 of the Nor th Dakota 
Century Code is he reby amended and reenacted to read as follows : 

54-52 - 02. 3 . NEWLY ELECTED SUPREME AND DISTRICT COURT JUDGES . ) 
After July l , 197 3 , any person elected or appointed to the office of 
judge of the s up r eme court, or judge of the district court for the 
first time shall , from and after the date he qualif i es and takes 
office , be a participating member of the public employees retirement 
system . Any p e r son s o e lected or appointed shall not be eligible 
for membership in o r f or receipt of benefits from the retirement 
program provided by chapter 27 - 17 . As used in this section , the 
phrase "for the fi r st time" means a person e l ected or appointed, who, 
after July l, 1973, doe s not hold office as a judge of the supre me 
court or the d i s tric t court at the time of his election or appointmen1 

SECTION 5 . ) Section 54-52 - 02 . 4 of the North Dakota Century 
Code is here by c reated and enacted to read as follows : 

54 - 52- 02.4. PARTICIPATION BY CERTAIN EMPLOYEES - REQUIREMENTS . : 
Each employe e o f a governmental unit who was not a participant in 
the retirement p lan provided by this chapter during the time period 
from July l , 1966, to June 30 , 1977 , may receive credit for service 
during such year s ; however , such person must pay to the fund the 
amount he or s h e would have paid during such years had he or she 
participated · in the plan , together with the amount the governmental 
unit would have paid to the fund during that period of time , plus 
five pe rcent annua l interest compounded on the tota l amount . An 
employee ma y choose t o pay such required amount to the fund in 
installments o f ten pe rcent per year plus five percent annual interes ' 
If an emp loyee retires b e fore pa ying the entire amount, the employee'! 
bene fit shall b e cor r espondingly reduced . An employee may become 
elig ible for ser v ice c r edit under this section only if he or she 
e nte r s into a n agreeme nt to do s o with the board prior to October l , 
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1977 , or at the time the governmental unit from which such service 
was earned elects to participate in the retirement system as provio 
in section 54-52 - 02 if later. 

SECTION 6 . AMENDMENT . ) Subsection 6 of section 54 - 52-03 
of the North Dakota Cent ury Code i s hereby amended and reenacted t o 
read as follows : 

6 . The state auditor , the state health off i cer , and the 
commi ssioner of banking and financial i nsti tutions shall 
be ex officio , nonvoting , and advisory members of the · bo; 

SECTION 7 . AMENDMENT . ) Subsections 1 and 4 of section 54 - 5 : 
of the North Dakota Centur y Code are hereby amended and reenacted 
to read as fol l ows : 

1 . The boarq shall have the power and duty to adopt such 
rules and regulations as may be necessary to implement 
the provisions of this chapter , and to manage the system 
subject to the l imitat i ons of this chapter . I t shall 
have the powers and privi leges of a corporation , includiJ 
the right to sue and be sued in its own name as such 
board . The venue of all actions in which the board i s a 
party shall be Burleigh County , North Dakota. 

4 . The board shall arrange for actuarial and me dical a d v ise1 
for the system . It shall cause a qualified , competen t 
actuary to be retained on a consulting basis . The actual 
shall make a b i ennial valuation of the liabilities and 
reserves of the system and a determination of the contri· 
butions required by the system to discharge its liabilit i 
and pay the administrative costs under this Act, and t o 
recommend to the board rates of employer and emplo yee 
contributions required , based upon the entry age no rmal 
cost method , to maintain the system on an actuarial res e r 
basis; and as soon after the effective date as prac ticabl 
and once eve ry eve n-numbered year thereafte r , make a 
general investigation of the actuarial experience under 
the system including mor tality , retirement, employment 
turnover , and other items required by the b oard , and 
recommend actuarial tables for use in valuations a nd in 
calculating actuarial equivalent values based on s u c h 
investigation ; and pe rform such othe r duties as ma y be 
assigned by the board . 

SECTION 8 . AMENDMENT.) Section 54 - 52 - 05 of the North Dak otc 
Century Code is hereby amended and reenacted to read a s foll ows: 

54 - 52 - 05 . MEMBERSHIP AND ASSESSMENTS . ) Every e ligibl e pe r
manent state , county , city, or noncertified school district employE 
concurring in the plan shall so state in writing and all futur e 
eligible employees shall be participating members. An .e ligib le 
employee shall be a p ermanent employee who has bee n e mp loyed by the 
s t ate, county , city, or school district for five cons ecutive months 
has reached age eighteen, and is employed fo r mo re tha n twen ty ho u r 
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per week for more than five months each year . Each member shall be 
asse s sed and required to pay monthly four percent of the monthly 
salary or wage paid to him , and such assessment shall be deducted 
and r etained out of such salary in equal monthly installments . 

SECTION 9 . AMENDMENT . ) Section 54 - 52 - 06 of the 1975 
Supplement to the North Dakota Century Code is hereby amended and 
reena cted to read as fo l lows : · 

54 - 52 - 06 . EMPLOYER ' S CONTR I BUTION TO RET I REMENT PLAN.) Each 
gover nmental unit shal l contribute an amount equal to five and 
t welv e - hundredths percent of the monthly salary or wage of a partici 
pating member . Each governmental uni t shall pay monthly such con
tribution into the retirement fund from i ts funds appropriated for 
payro ll and salary or any other funds available for such purposes. 
Any governmental unit failing to pay such contribut i ons monthly 
shall be subject to a civil penalty of fifty dollars and , as interest , 
one percent of the amount due for each month of delay or fraction 
there of after such payment became due . The board sha l l report to 
each session of the l eg i s l ative assemb l y , or such committee as may 
be d e signated by the legislative council to hear such report in the 
interim between legisla t ive sessions , the contr i butions necessary , 
as d e termined by the actuarial study , to maintain the fund ' s 
actuarial soundness. 

SECTION 10 . AMENDMENT . ) Section 54 - 52 - 06 . 1 of the North 
Dako ta Century Code is hereby amended and reenacted to read as follows : 

54 - 52 - 06 . 1 . CONTRIBUTION BY SUPREME AND DISTRICT COURT JUDGES -
EMPLOYER CONTRIBUTION . ) Each judge of the supreme or district court 
who is a member of the public employees retirement system shall be 
assessed and required to pay monthly four percent of the monthly 
s alary paid to him, and such assessment shall be deducted and re 
taine d out of his salary in equal mon t hly installments . The state 
shall contribute an amount equal to f i ve a nd twe l ve-hundredths per
c e nt of the monthly salary of a supreme or district court judge who 
is a participating member of the system , which matching contribution 
s hall be paid from its funds appropriated for . salary , or from any 
other funds availab l e for such purposes . • 

SECTION 11 . AMENDMENT.) Section 54 - 52 - 10 of the North Dakota 
Ce n t ury Code is hereby amende d and reenacted to read as follows: 

54-52 - 10 . ALLOCATION OF FUNDS.) The board shall maintain 
such funds and accounts as may be necessary to administer the 
p ro v isions of this chapter. Any and all expenses incurred by or for 
t he operation of the retirement plan shall be paid from the funds 
c ontributed pursuant to sections 54 - 52 - 06 and 54 - 52 - 06 . 1 . 

SECTION 12 . ) Section 54 - 52 - 1~.1 of the North Dakota Century 
Cod e is here by cre ated and enacted to read as follows: 

54-52-10.1 . PAYMENT OF BENEFITS AND OTHER COSTS . ) Th e board 
shal l use f unds under its control both before and after the e ffective 
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date of this Act to administer this chapter and pay be nefits 
authorized by this chapter . 

SECTION 13. AMENDMENT . ) Section 54-52-17 o f the North Dakota 
Century Code is hereby amended and reenacted to r e ad a s follows: 

54 - 52 -~7 . FORMULATION OF PLAN . ) Participa ting members shall 
receive benefits according to this section and a ccording to the rules 
and regulations promulgated by the retirement boa rd, not incon
sistent with this chapter . No person shall receive a prior service 
benefit if such person was not continuously employed by a govern
mental unit in North Dakota from July 1 , 1966, t o June 30 , 1977. 

l. 

2. 

3 . 

Participating members shall r e ceive credit for full - time 
employment or its equivalent from the date they attain 
eligibility unti l their normal retire me nt d a t e , as defined 
in this section . No participating membe r shall receive 
credit for more than thirty years of full - time employment 
unless such member has contributed to the p lan or its 
predecessor established on July 1 , 1966 , in excess of 
thirty years; members who have contribute d to these plans 
in excess of thirty . years shall receive credit for the 
years of full - time employment after July 1 , 1966 . Part
time employment will be recognized as f ull-time employ
ment on such a prorated basis as the b o a r d ma y prescribe. 

Retirement benefits shall be calcula t e d fr om the partici
pating member's final average salary , wh ich is the average 
of the highest salary received by the membe r for any sixty 
consecutive months employed during the last one hundred 
twenty months of employment . Months no t e mp loy ed or 
months where employment was not full-ti me shall be excluded 
in arriving a t the sixty months to be used for the purpose 
of computing an average. If the particip a ting membe r has 
worked for less t han sixty months at the no rmal r e tirement 
date , the final average salary shall b e the a verage salary 
for the tota l mon ths of employment . 

Ret i rement da~es shall be defined as fo llo ws : 

a . 

b. 

c . 

Normal retirement date is the fir s t d ay of the month 
next following the month in which the me mb e r attains 
the age of sixty- five years . 

Postponed retirement date is the fi rs t day of the 
month next following the month in which t he member 
actually severs his employment a ft er a tta ining the 
of sixty-five years. age 

Early retirement date is the fir s t day of the month 
next following the month in whi c h the member attains 
the age of fifty - five years a nd has comp l e ted ten 
years of eligible employme nt. 
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d. Disability retirement date is the first day of the 
sixth month after a member becomes permanentl y and 
totally disabled , according to medica l evidence called 
for under the rules and regu l ations of the re t irement 
board , and has completed at least ten years of 
eligible employment . No member shall be eligible 
for benefits resu l ting f r om a disability unless h e 
shall also be determined eligible for benefits under 
the Social Security Act a s amended . 

4. Retirement benefits shall be calcul ated by the retirement 
board as follows : 

a . Normal retirement benefits for a ll ret irees reaching 
normal retirement date shall b e an a nnual amount , 
payable monthl y , comprised of a service b enefit and 
a prior service benef i t, as defined in th i s chap t er, 
which shall be determined as fo llows : 

(1) Service benefit equa l s one and four - hundredths 
percent of fina l aver age salary multiplied by 
the number of years o f ser vice employment. 

(2) Prior service benefi t equals one and four 
hundredths percent of final average salary 
multiplied by the number of years of prior 
service employment. 

b . Postponed retirement benefits sha l l be ca l c ula ted 
as for normal retirement benefits, except years of 
employment only to the normal retirement date and 
salary to the actual retirement date shal l be used. 

c . Early retirement benefits sha l l be calcul ated as for 
normal retirement benefits ac.crued to the date of 
termination of employment , but shal l be a c tua r ial l y 
reduced t o account for b enefit paymen t s beginning 
prior to .the normal retirement dat,e. A retiree shal l 
be eligible for early retiremen t benefits only aft er 
having completed ten years of eligible employment. 

d. Disability retirement benefits shall be calculated 
as for normal retirement benefits accrued to the date 
of termination of employment due to permanent and 
total disability. 

5. Upon termination of employment after compl'eting ten years 
of eligible employment but pr ior to normal ret irement date , 
a member who does not elect to receive early reti r ement 
benefits sha l l be eligible to receive deferred vested 
reti r ement benefits payable commencing on his normal 
retirement date equal to one hundred percent of his 
accrued normal retirement benefits . 
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6 . If a member dies after completing ten years of eligible 
employment, bu t prior to retiring, the surviving spouse 
of the member shall receive monthly retirement benefits 
equal to fifty percent of the deceased member's accrued 
normal retirement benefits until the spouse dies or 
remarries , whichever first occurs. If the spouse dies 
or remarries , he shall come under the provisions of 
subsection 8 of this section. 
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7 . If a member no t coming under the provisions of subsection 
6 of this section terminates employment b ecause of 
death , permanent and total disability, or any voluntary 
or involuntary reason prior to retirement, he or his 
designated beneficiary shall be entitled to the balances 
of his employee account fund and the vested portion of his 
vesting fund, both as of June 30, 1977, with five percent 
annual interest thereon to date of t ermination. In 
addition , the member or his designated beneficiary shall 
be enti tled to h is contribution made after June 30 , 1977 , 
wi t h five percent annual interest thereon to the date of 
termination . If the termination results from death or 
permanent and total disability , the member shall be 
deemed one hundred percent vested in the vesting fund on 
June 30 , 1977 . 

8 . If a member who is receiving retiremen t benefits or his 
surviving spouse who is receiving retirement benefits 

· dies or if the surviving spouse r emarries before the total 
amoun t of benefits paid to either or both equals the amount 
of the member's contribution with f ive percent interest, 
plus the vested amount on June 30, 1977, with five percent 
interest , the difference shall be paid to s uch spouse , 
his surviving beneficiary, if any, or his estate . 

9. The retirement board shall promulgate regulations providing 
for the receipt of retirement bene fit s in the following 
optional forms : 

a. Joint and survivor , with fifty percent o r one hundred 
percent options. 

b. Level social security option , which shall b e available 
only to early retirees. 

c. Life with five- or ten- year certain options. 

Unl ess a member requests that he receive benefits accord 
ing to one of these options at the time of applying for 
retirement , al l retirement benefits shall be in the form 
of a lifetime monthly pension. 

10 . Employees who were continuously e mpl oyed by a governmental 
unit in North Dakota during the entire period from July 
1, 1966, to June 30, 1977, ·shall have the opportunity 
within one month after the effective date of this Act to 
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choose whether or not they wish to continue as members 
of the North Dakota public employees retirement system . 
Such an employee who chooses to withdraw from the fund 

·-shall receive his employee account fund and the vested 
portion of h is vesting fund, both as of June 30 , 1977. 

SECTI ON 14.) Section 54-52-17.1 of the North Dakota Century 
Code is hereby created and enacted to read as fo llows : 

54 - 52- 17 . 1 . ACTUARIAL STUDIES REQUIRED . ) Before making 
changes in benefit levels the legislative assembly and the board 
sha ll have an actuarial study conducted to determine the total 
cost of such changes. 

SECTION 15.) Section 54 - 52 -19.1 of the North Dakota Century 
Code is hereby created and enacted to read as follows : 

54 - 52-1 9 . 1 . CONTINUANCE OF PRIOR SERVICE BENEFITS.) Any 
retired employee receiving pr i or service benefits pursuant to 
former section 54 - 52-1 9 shall continue to do so . For the purposes 
of this section only , section 54 - 52-19 shall be deemed to remain in 
effect. 

SECTION 16. AMENDMENT.) Sect i on 54-52 - 21 of the North Dakota 
Century Code is hereby amended and reenacted to read as follows: 

54 - 52- 21 . PLAN NOT EMPLOYMENT CONTRACT.) The adoption of or 
participation in a retirement plan shall not be deemed to g i ve an 
employee the right to be retained in the employ of a governmental 
unit or to interfere with the right of the governmental unit to 
discharge any employee at any time. 

SECTION 17. REPEAL.) Sections 54-5 2-1 8 , 54 - 52 - 19, and 
54-52 - 20 of the North Dakota Century Code , and section 54 -52-ll of 
the 1975 Supplement to the North Dakota Century Code are hereby 
repealed. 

Approved March 26 , 1977 

STATE GOVERNMENT CHAPTER 500 

CHAPTER 500 

HOUSE BILL NO . 1184 
(Committee on State and Federal Government ) 

(At ' the request of the Public Employees' Retirement System) 

RETIREMENT SYSTEM'S FUNDING AGENT POWERS 

AN ACT to amend section 54- 52-25 of the North Dakota Century 
Code, r e lating to the l imitation of powers . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE 
STATE OF NORTH DAKOTA: 

SECTION 1. AMENDMENT . ) Section 54 - 52 - 25 of the North 
Dakota Century Code is hereby amended and reenacted to read 
as follows: 

54- 52-25. LIMITATION OF POWERS.) The funding agent or 
agents selected by the board shall not delegate any powers or 
duties to any person, partnership, or corporation. 

Approved March 31, 1977 
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