17.0760.06000 FISCAL NOTE
Requested by Legislative Council
04/21/2017

Amendment to: SB 2206

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues $209,059
Expenditures $26,290,941 $134,909,059 $160,700,000
Appropriations $26,290,941 $134,909,059 $160,700,000

1 B. County, city, school district and township fiscal effect: /dentify the fiscal effect on the appropriate political
subdivision.
2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions
having fiscal impact (limited to 300 characters).

Engrossed SB2206 transitions the funding responsibility for county social services from the counties to the State.
The Department of Human Service is required to administer a state-wide pilot program and develop a plan for
permanent implementation. Consideration to study the property tax system.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal
impact. Include any assumptions and comments relevant to the analysis.

Engrossed SB 2206 transitions funding responsibility for county social services from the counties to the State;
suspends chapter 50-03 an section 50-06-20.1 and 50-06.2-05 relating to the county human services funds, the
human service grant program, and county human services levy authority; and repeals section 57-20-07.2 relating to
the state-paid property tax relief credit.

Section 8 of Engrossed SB 2206 requires the Department of Human Services (Department) to administer a state-
wide pilot program and develop a plan for permanent implementation.

Section 4 of Engrossed SB 2206 requires a change in the payment methodology used by the Department to
reimburse the counties for economic assistance and social service programs for the calendar years after December
31, 2017.

Section 19 of Engrossed SB 2206 contains special fund appropriation of $134,700,000 and included in Engrossed
HB 1012 is $26,000,000 of general fund appropriation for a combined appropriation of $160,700,000.

The Department will need to hire a consultant to analyze the current county service delivery system and to
recommend potential service delivery efficiencies to be used in the development of an implementation plan. It is
anticipated that the cost of a consultant would be approximately $500,000, of which $290,941 is general fund and
$209,059 is federal funds.

The 19-21 biennium amounts reflected above provide funding for the new payment method with no inflationary
increases or other formula changes for both CY 2020 and CY 2021.



3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

It is anticipated the Department will be reimbursed approximately $209,059 in federal funds for the cost of a
consultant.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affected and the number of FTE positions affected.

Engrossed SB 2206 transitions funding responsibility for county social services from the counties to the State;
suspends chapter 50-03 an section 50-06-20.1 and 50-06.2-05 relating to the county human services funds, the
human service grant program, and county human services levy authority; and repeals section 57-20-07.2 relating to
the state-paid property tax relief credit.

Section 8 of Engrossed SB 2206 requires the Department to administer a state-wide pilot program and develop a
plan for permanent implementation.

Section 4 of Engrossed SB 2206 requires a change in the payment methodology used by the Department to
reimburse the counties for economic assistance and social service programs for the calendar years after December
31, 2017.

Section 19 of Engrossed SB 2206 contains special fund appropriation of $134,700,000 and included in Engrossed
HB 1012 is $26,000,000 of general fund appropriation for a combined appropriation of $160,700,000.

The Department will need to hire a consultant to analyze the current county service delivery system and to
recommend potential service delivery efficiencies to be used in the development of an implementation plan. It is
anticipated that the cost of a consultant would be approximately $500,000, of which $290,941 is general fund and
$209,059 is federal funds.

The 19-21 biennium amounts reflected above provide funding for the new payment method with no inflationary
increases or other formula changes for both CY 2020 and CY 2021.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing
appropriation.

Section 19 of Engrossed SB 2206 contains a special fund appropriation of $134,700,000 and included in Engrossed
HB 1012 is $26,000,000 of general fund appropriation for a combined appropriation of $160,700,000.

The Department will need operating appropriation authority in the 2017-2019 biennium in the amount of $500,000,
of which $290,941 is general fund and $209,059 is federal funds to hire a consultant.

For the 2019-2021 biennium without consideration of inflationary increases or other formula changes, the
Department would need authority respectively of $160,700,000 to continue the new payment methodology.
Name: Jennifer Scheet
Agency: Human Services
Telephone: 328-4608
Date Prepared: 04/21/2017



17.0760.04000 FISCAL NOTE
Requested by Legislative Council
04/12/2017

Amendment to: SB 2206

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues $209,059
Expenditures $159,290,941 $209,059 $159,000,000
Appropriations $161,000,000 $159,000,000

1 B. County, city, school district and township fiscal effect: /dentify the fiscal effect on the appropriate political
subdivision.
2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions
having fiscal impact (limited to 300 characters).

Engrossed SB 2206 transitions the funding responsibility for county social services from the counties to the State.
Section 8 of Engrossed SB 2206 requires the Department of Human Service (Department) to administer a state-
wide pilot program and develop a plan for permanent implementation.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal
impact. Include any assumptions and comments relevant to the analysis.

Engrossed SB 2206 transitions funding responsibility for county social services from the counties to the State;
suspends chapter 50-03 an section 50-06-20.1 and 50-06.2-05 relating to the county human services funds, the
human service grant program, and county human services levy authority; and repeals section 57-20-07.2 relating to
the state-paid property tax relief credit.

Section 8 of Engrossed SB 2206 requires the Department to administer a state-wide pilot program and develop a
plan for permanent implementation.

Section 4 of Engrossed SB 2206 requires a change in the payment methodology used by the Department to
reimburse the counties for economic assistance and social service programs for the calendar years after December
31, 2017.

Section 17 of Engrossed SB 2206 contains general fund appropriation of $135,000,000 and included in Engrossed
HB 1012 is $26,000,000 of general fund appropriation for a combined general fund appropriation of $161,000,000.
The estimated cost for the state-paid economic assistance and social service pilot program using the methodology
contained in the bill is $159,000,000.

The Department will need to hire a consultant to analyze the current county service delivery system and to
recommend potential service delivery efficiencies to be used in the development of an implementation plan. It is
anticipated that the cost of a consultant would be approximately $500,000, of which $290,941 is general fund and
$209,059 is federal funds.

The 19-21 biennium amounts reflected above provide funding for the new payment method with no inflationary
increases or other formula changes for both CY 2020 and CY 2021.



3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

It is anticipated the Department will be reimbursed approximately $209,059 in federal funds for the cost of a
consultant.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affected and the number of FTE positions affected.

Engrossed SB 2206 transitions funding responsibility for county social services from the counties to the State;
suspends chapter 50-03 an section 50-06-20.1 and 50-06.2-05 relating to the county human services funds, the
human service grant program, and county human services levy authority; and repeals section 57-20-07.2 relating to
the state-paid property tax relief credit.

Section 8 of Engrossed SB 2206 requires the Department to administer a state-wide pilot program and develop a
plan for permanent implementation.

Section 4 of Engrossed SB 2206 requires a change in the payment methodology used by the Department to
reimburse the counties for economic assistance and social service programs for the calendar years after December
31, 2017.

Section 17 of Engrossed SB 2206 contains general fund grant appropriation of $135,000,000 and included in
Engrossed HB 1012 is $26,000,000 of general fund appropriation for a combined general fund gappropriation of
$161,000,000. The estimated cost for the state-paid economic assistance and social service pilot program using the
methodology contained in the bill is $159,000,000.

The Department will need to hire a consultant to analyze the current county service delivery system and to
recommend potential service delivery efficiencies to be used in the development of an implementation plan. It is
anticipated that the cost of a consultant would be approximately $500,000, of which $290,941 is general fund and
$209,059 is federal funds.

The 19-21 biennium amounts reflected above provide funding for the new payment method with no inflationary
increases or other formula changes for both CY 2020 and CY 2021.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing
appropriation.

Section 17 of Engrossed SB 2206 contains a general fund grant appropriation of $135,000,000 and included in
Engrossed HB 1012 is $26,000,000 of general fund appropriation for a combined general fund grant appropriation of
$161,000,000. The estimated cost for the state-paid economic assistance and social service pilot program using the
methodology contained in the bill is $159,000,000.

The Department will need operating appropriation authority in the 2017-2019 biennium in the amount of $500,000,
of which $290,941 is general fund and $209,059 is federal funds to hire a consultant.

For the 2019-2021 biennium without consideration of inflationary increases or other formula changes, the
Department would need general fund authority respectively of $159,000,000 to continue the new payment
methodology.

Name: Debra A McDermott
Agency: Human Services
Telephone: 328-3695
Date Prepared: 04/13/2017



17.0760.03000 FISCAL NOTE
Requested by Legislative Council
03/30/2017

Amendment to: Engrossed SB 2206

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues $209,059
Expenditures $290,941 $209,059
Appropriations $290,941 $209,059

1 B. County, city, school district and township fiscal effect: /dentify the fiscal effect on the appropriate political
subdivision.
2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions
having fiscal impact (limited to 300 characters).

Engrossed SB 2206 requires the Department of Human Services to develop an implementation plan for state-
funded county social services; and to provide for a report to the legislative assembly.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal
impact. Include any assumptions and comments relevant to the analysis.

Engrossed SB 2206 requires the Department of Human Services (Department) to develop an implementation plan
for the eventual state funding of county social services and elimination of county humans service levy authority
under section 57-15-06.7.

The Department will need to hire a consultant to analyze the current county service delivery system and to
recommend potential service delivery efficiencies to be used in the development of an implementation plan. It is
anticipated that the cost of a consultant would be approximately $500,000, of which $290,941 is general fund and
$209,059 is federal funds.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

It is anticipated the Department will be reimbursed approximately $209,059 in federal funds for the cost of a
consultant.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affected and the number of FTE positions affected.

The Department plans to hire a consultant to analyze the current county service delivery system and recommend
potential service delivery efficiencies. It is anticipated operating expenses will increase by $500,000 to hire a
consultant, of which $290,941 is general fund and $209,059 is federal funds.



C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing
appropriation.

The Department of Human Services will need operating line item appropriation authority in the 2017 - 2019
biennium in the amount of $500,000, of which $290,941 is general fund and $209,059 is federal funds to hire a
consultant.

Name: Debra A McDermott
Agency: Human Services
Telephone: 328-3695
Date Prepared: 04/03/2017



17.0760.02000 FISCAL NOTE

Requested by Legislative Council
02/21/2017

Amendment to: SB 2206

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding

1

levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues
Expenditures $242,057,732 $275,000,000 $275,000,000 $275,000,000
Appropriations $242,057,732 $275,000,000 $275,000,000 $275,000,000

B. County, city, school district and township fiscal effect: /dentify the fiscal effect on the appropriate political

subdivision.
2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions

having fiscal impact (limited to 300 characters).

Engrossed SB 2206 requires the funding of county social services be transferred from the county to the state.
Section 10 of SB 2206 maintains the credit against payments in lieu of taxes paid by electric transmission and
distribution companies.

. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal

impact. Include any assumptions and comments relevant to the analysis.

Section 3 of Engrossed SB 2206 requires a change in the payment methodology used by the Department of Human
Services (Department) to reimburse counties for economic assistance and social service programs for calendar
years after December 31, 2017, continuing the property tax relief previously provided to counties.

The Department's budget, Engrossed HB 1012 and OMB's budget, Engrossed HB 1015 do not contain funding for
the new payment methodology contained in Engrossed SB 2206. In order to pay the counties using the new
methodology Engrossed HB 1015 would need to include a $275,000,000 general fund transfer to the County Social
Service Financing Fund and Engrossed HB 1012 would need to include an increase of $275,000,000 in other fund
authority and a decrease of $32,942,268 in general fund authority to pay counties from January 1, 2018 thru June
30, 2019.

2015 SB 2144 eliminated the county social services emergency levy (Levy 1222). Levy 1222 was available if the
number of mills needed to fund county social services exceeds 20 mills. A Human Service Grant was added to 2015
SB 2206 for counties that had historically used the emergency levy. Therefore authority to use Levy 1222 would
need to be restored to the counties if the bill does not pass, or language would need to be added to a bill to
implement the Human Service Grant program.

Section 5 of Engrossed SB 2206 was amended to reflect the Department’s authority to withhold funding from the
service areas in the event the service area fails to perform duties directed or assigned and supervised by the
Department.

Section 10 of Engrossed SB 2206 maintains the credit against payments in lieu of taxes paid by electric
transmission and distribution companies. There is no fiscal impact associated with this section.



The 19-21 biennium amounts reflected above provides funding for the new payment methodology with no
inflationary increases or other formula changes for both CY 2020 and CY 2021.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affected and the number of FTE positions affected.

Section 3 of Engrossed SB 2206 requires a change in the payment methodology used by the Department of Human
Services (Department) to reimburse counties for economic assistance and social service programs for calendar
years after December 31, 2017, continuing the property tax relief previously provided to counties.

The Department's budget, Engrossed HB 1012 and OMB's budget, Engrossed HB 1015 do not contain funding for
the new payment methodology contained in Engrossed SB 2206. In order to pay the counties using the new
methodology Engrossed HB 1015 would need to include a $275,000,000 general fund transfer to the County Social
Service Financing Fund and Engrossed HB 1012 would need to include an increase of $275,000,000 in other fund
authority and a decrease of $32,942,268 in general fund authority to pay counties from January 1, 2018 thru June
30, 2019.

2015 SB 2144 eliminated the county social services emergency levy (Levy 1222). Levy 1222 was available if the
number of mills needed to fund county social services exceeds 20 mills. A Human Service Grant was added to 2015
SB 2206 for counties that had historically used the emergency levy. Therefore authority to use Levy 1222 would
need to be restored to the counties if the bill does not pass, or language would need to be added to a bill to
implement the Human Service Grant program.

Section 5 of Engrossed SB 2206 was amended to reflect the Department’s authority to withhold funding from the
service areas in the event the service area fails to perform duties directed or assigned and supervised by the
Department.

Section 10 of Engrossed SB 2206 maintains the credit against payments in lieu of taxes paid by electric
transmission and distribution companies. There is no fiscal impact associated with this section.

The 19-21 biennium amounts reflected above provides funding for the new payment methodology with no
inflationary increases or other formula changes for both CY 2020 and CY 2021.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing
appropriation.

The Department's 2017-2019 budget contained in Engrossed HB 1012 would need additional other fund authority of
$275,000,000 and a decrease of $32,942,268 in general fund authority. OMB's 2017-2019 budget contained in
Engrossed HB 1015 would need authority to transfer $275,000,000 general fund to the Social Service Financing
Fund.

For the 19-21 biennium without consideration of inflationary increases or other formula changes, the Department
and OMB would need other fund and general fund authority respectively, of $275,000,000 to continue the property
tax relief payments.

Name: Debra A McDermott
Agency: Human Services
Telephone: 328-3695
Date Prepared: 03/09/2017



17.0760.01000 FISCAL NOTE

Requested by Legislative Council
01/13/2017

Bill/Resolution No.: SB 2206

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding

1

levels and appropriations anticipated under current law.

2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues
Expenditures $242,057,732 $275,000,000 $275,000,000 $275,000,000
Appropriations $242,057,732 $275,000,000 $275,000,000 $275,000,000

B. County, city, school district and township fiscal effect: /dentify the fiscal effect on the appropriate political

subdivision.
2015-2017 Biennium 2017-2019 Biennium 2019-2021 Biennium

Counties

Cities

School Districts

Townships

. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions

having fiscal impact (limited to 300 characters).

This bill requires the funding of county social services be transferred from the county to the state. Section 10 of SB
2206 maintains the credit against payments in lieu of taxes paid by electric transmission and distribution companies.

. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which have fiscal

impact. Include any assumptions and comments relevant to the analysis.

Section 3 of SB 2206 requires a change in the payment methodology used by the Department of Human Services
(Department) to reimburse counties for economic assistance and social service programs for calendar years after
December 31, 2017 continuing the property tax relief previously provided to counties.

Section 5 of HB 1075 transfers $275,000,000 from the general fund to the County Social Service Financing Fund.
Subsection 4 of HB 1072 contains $275,000,000 appropriation authority to pay counties for county social service
expenditures using the new payment methodology. The Department’s Optional Adjustment Request related to this
new payment methodology was included in the 17-19 Executive Budget, therefore $32,942,268 in general fund
authority was removed from the Department’s 17-19 Executive Budget for payments anticipated to be made to the
counties from January 1, 2018 thru June 30, 2019.

If SB 2206 does not pass the Department of Human Services would need $32,942,268 in general fund authority
added to HB 1072 for the 17-19 biennium to maintain the payment methodology to counties for the reimbursement
of economic assistance and social service programs.

The base level Department budget (HB1012) and OMB budget (HB 1015) do not contain the new payment
methodology used in constructing the 2017-2019 budget for county social service financing, therefore funding to
accommodate the change in payment methodology proposed in SB 2206 would need to be added to HB 1012 and
HB 1015.

2015 SB 2144 eliminated the county social services emergency levy (Levy 1222). Levy 1222 was available if the
number of mills needed to fund county social services exceeds 20 mills. A Human Service Grant was added to 2015
SB 2206 for counties that had historically used the emergency levy. Therefore authority to use Levy 1222 would
need to be restored to the counties if the bill does not pass, or language would need to be added to a bill to



implement the Human Service Grant program.

Section 10 of SB 2206 maintains the credit against payments in lieu of taxes paid by electric transmission and
distribution companies. There is no fiscal impact associated with this section.

The 19-21 biennium amounts reflected above provides funding for the new payment methodology with no
inflationary increases or other formula changes for both CY 2020 and CY 2021.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund

C.

affected and any amounts included in the executive budget.

Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and
fund affected and the number of FTE positions affected.

Section 5 of HB 1075 transfers $275,000,000 from the general fund to the County Social Service Financing Fund.
Subsection 4 of HB 1072 contains $275,000,000 appropriation authority to pay counties for county social service
expenditures using the new payment methodology. The Department’s Optional Adjustment Request related to this
new payment methodology was included in the 17-19 Executive Budget, therefore $32,942,268 in general fund
authority was removed from the Department’s 17-19 Executive Budget for payments anticipated to be made to the
counties from January 1, 2018 thru June 30, 2019.

If SB 2206 does not pass the Department of Human Services would need $32,942,268 in general fund authority
added to HB 1072 for the 17-19 biennium to maintain the payment methodology to counties for the reimbursement
of economic assistance and social service programs.

The base level Department budget (HB1012)and OMB budget (HB 1015) do not contain the new payment
methodology used in constructing the 2017-2019 budget for county social service financing, therefore funding to
accommodate the change in payment methodology proposed in SB 2206 would need to be added to HB 1012 and
HB 1015.

2015 SB 2144 eliminated the county social services emergency levy (Levy 1222). Levy 1222 was available if the
number of mills needed to fund county social services exceeds 20 mills. A Human Service Grant was added to 2015
SB 2206 for counties that had historically used the emergency levy. Therefore authority to use Levy 1222 would
need to be restored to the counties if the bill does not pass, or language would need to be added to a bill to
implement the Human Service Grant program.

Section 10 of SB 2206 maintains the credit against payments in lieu of taxes paid by electric transmission and
distribution companies. There is no fiscal impact associated with this section.

The 19-21 biennium amounts reflected above provides funding for the new payment methodology with no
inflationary increases or other formula changes for both CY 2020 and CY 2021.

Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing
appropriation.

Included in the Department’s 17-19 Executive Budget Recommendation (HB 1072) is other fund appropriation
authority of $275,000,000 for property tax relief payments to the counties and included in OMB’s Executive Budget
Recommendation (HB 1075) is appropriation authority to transfer $275,000,000 from the general fund to the County
Social Service Financing Fund. The Department’s and OMB’s base level budgets HB 1012 and HB 1015 do not
contain the new payment methodology used in constructing the 2017-2019 budget for county social service
financing, therefore funding to accommodate the change in payment methodology proposed in SB 2206 would need
to be added to HB 1012 and HB 1015.



For the 19-21 biennium without consideration of inflationary increases or other formula changes, the Department
and OMB would need other fund and general fund authority respectively, of $275,000,000 to continue the property
tax relief payments.

Name: Debra A McDermott
Agency: Human Services
Telephone: 328-3695
Date Prepared: 01/24/2017
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2017 SENATE STANDING COMMITTEE MINUTES

Finance and Taxation Committee
Lewis and Clark Room, State Capitol

Senate Bill 2206
1/25/2017
Job #: 27351

0 Subcommittee
[0 Conference Committee

Committee Clerk Signature WM/

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to create and enact chapter 50-34 and a new section to chapter 57-20 of
the North Dakota Century Code, relating to the transition of funding responsibility for county
social services from the counties to the state and a credit against payments in lieu of taxes
paid by centrally assessed companies; to amend and reenact sections 11-23-01,
50-01.2-03.2, 50-06-05.8, 50-06.2-04, subsection 3 of section 57-15-01.1, sections 57-15-06
and 57-15-06.7, and subdivision ¢ of subsection 1 of section 57-20-07.1 of the North Dakota
Century Code, relating to county and multicounty social service board budgets, county
general fund levy limitations, and property tax statements; to repeal chapter 50-03 and
sections 50-06-20.1, 50-06.2-05, and 57-20-07.2 of the North Dakota Century Code, relating
to the county human services fund, the human services grant program, county property tax
levy authority for social services, and the state-paid property tax relief credit; and to provide
an effective date.

Minutes: Attachments #1 - #8

Chairman Cook: All Senators present. Opened the hearing on SB 2206

(0:00:40-0:02:35) Vice Chairman Bekkedahl: Submitted testimony #1 in support of SB
2206.

(0:02:45-0:04:50) Senator Dever, District 32: SB 2206 which follows from the last session,
SB 2206. | was the prime sponsor for 64" Assembly Senate Bill 2206 which provided for a
shift of approximately 23 million dollars. It was for different things such as foster care, that
could have been a state expense or county expense. In the interest of property tax relief, we
shifted the costs to the state. Also in the bill was the study that was accomplished during the
interim that brings us to the point. Looking at shifting all of county social services in the
interest of property tax relief. The state has been 12% directly to the counties, instead of
paying it, the state is going assume the costs. Not an increase of spending but a shift of
spending, from the counties to the state. He'll make this point in Appropriations when it gets
there.

(0:05:00-0:13:15) Representative Weisz, District 14: Appeared in support of SB 2206.
Background as Senator Cook and | were the only ones around in 1997. The bill in front of



Senate Finance and Taxation Committee
SB 2206

1/25/2017

Page 2

you started in 1997. There was legislation that was called swap legislation. Prior to 1997
counties were responsible for a portion of administrative and program costs dealing with
social services, came to legislature asking to transfer all program costs to the state, reasoning
they couldn’t control the costs. Administration would stay with them because they could
control them a little better. Counties took over all administrative costs. Child support
enforcement, foster care, guardianship issues were left out at the time. We ended up taking
over child support between 2001-2005. That's been a very successful thing since the
transfer.

One of the other issues when we did the original swap, had to do with Indian counties. Indian
counties share a very high proportion relative to the population of the costs of social services.
Came up with a formula, to assist with the Indian counties. In 2009, 2011, and 2013 bills
were introduced to take over the parts of the costs. They were all defeated. In 2015, finally
passed a bill to take care of the rest of the program costs, around 23 million dollars. The
counties are still responsible for all of the administrative costs. The state has picked up all of
the program costs.

Why should we be here looking at taking over the rest of it? Local taxes should pay for local
issues, social services are federal and state mandated. The counties have very little to no
say in those programs. Local property taxes should not pay for those services. It's a 250-
million-dollar burden to the local tax payers that we’re looking at.

Highlights that make this a good bill. 1) Often hear complaints when property tax buy-downs
are done that counties can just turn around and backfill. This bill eliminates the 20 mill
authority for social services. The state has taken over social services, so there’s nothing to
levy for. Services are taken care of, have nothing to add. 2) It takes into account large
counties and small counties and how the services are delivered. The formulas are based on
the density of the counties, population mixes, and areas covered. Encourages efficiency.
Puts the state in control of where the funding should be for the administration of the services.

Chairman Cook: In 2013, the takeover bill was alive until the last day and the last hour.

Representative Weisz: \When | presented the bill, | left it open for the county agencies to try
and put it together. The bill was amended down to just take the program costs of the 23
million. This is the right process, now we know how we’re going to implement it.

Chairman Cook: The 2013 bill is what created the 12% buy down.

Representative Weisz: The legislature shouldn’t be in the business of buying down property
tax. We should be in the business of making sure we pay for what’s our responsibility and
the locals pay for what they want on the local end.

Chairman Cook: The social service bill that was alive until the end was going to bring
property tax relief, when we killed it we lost that relief so we replaced it with the 12% buy
down.

(0:15:30-0:23:30) Representative Dockter, District 7, Chairman of the Interim Political
Subdivisions Taxation Committee: presented testimony #2 in support of SB 2206.
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Senator Unruh: There should be another scale that shows when the social services cost
exceeded what the counties were able to levy before. Is there a limitation in place to limit
the spending?

(0:25:20-44:15) Joe Morrissette, Deputy Tax Commissioner: submitted testimony #3 in
support of SB 2206.

Joe Morrissette was questioned about the time frame of certification. It will be the mill levy
calculation for current year and the budget for the next year. The formula numbers won’t be
done until

Senator Unruh: If these county social services number exceed the 12% buy down level, is
there way for them to be capped.

Joe Morrissette: The formula is based on the historic costs, the per case rates and how they
would grow. 12% is the transition it’s just the floor, not the ceiling. No mechanism that would
limit.

Senator Unruh: If we don’t feel the 12% program is sustainable long term versus this new.

(0:33:00-0:44:15) Joe Morrissette: continued testimony #3 on page two, social services
formula.

Chairman Cook: Language as far as getting the property relief statement, in section 9, is
that correct?

Joe Morrissette: It would be calculated similar to the way the school portion of the tax relief
is done now, dollar amount would change to mills on the tax statement.

(0:46:00-0:51:30) Randi Suckut: Commissioner, Wells County & President of North
Dakota Association of Counties: presented testimony #4 in support of SB 2206. A
resolution was passed with full support from the NDAC.

(0:52:35-0:57:50) Kim Jacobson, Director of Traill County Social Services: presented
testimony #5 in support of SB 2206.

Senator Dotzenrod: One of the benefits would be streamlining, is currently time consuming,
that showed the ending balances. | assume the ending balances are needed, because there
isn’t a perfect match month to month of what’'s coming in and going out. There might be a
time when there is a gap, a lot of the revenue comes in when property taxes are paid, and
then federal money comes in, goes in there as well. The mill levy won’t be in there anymore.
It will be replaced by a 6-month payment, a measurement of the caseload. The services
provided, caseload established, and will be a period of waiting for money distribution. Are the
ending balances going to be about what they are right now, or will there be a more accurate

Kim Jacobson: Your wondering about my prediction of the ending balance will be of the
social service fund.
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Senator Dotzenrod: Some ending balance fairly substantial, in the future will the flow in and ‘
out be more evened out.

Kim Jacobson: Under the proposal in SB 2206, during the first period would be returned to
the county, after the first year of implement it would be returned to the state. If for some
reason we operate really efficient the dollars will go back to the state otherwise we'll be forced
to look at what we do to stay in the budget we're provided, even on a more accountable
basis.

Chairman Cook: The beginning caseload information is being used from 2016 numbers.

Terry Traynor, North Dakota Association of Counties: Lots of people here from different
counties in support of SB 2206 and ready to answer questions.

Zac Smith, North Dakota Association of Rural Electric Cooperatives: Explained why
section 10 of the bill was added between the interim and the bill getting introduced. They'd
asked for it to be held to work with counties and tax commissioner’s office to provide a fix for
the rural electric cooperatives. Had it not been in there, it would have had a 12% increase for
other property tax payers.

Pete Hanebutt, North Dakota Farm Bureau: In support of SB 2206, it's good property tax

relief for rural North Dakota. ‘

Chairman Cook: Wasn't there a time when counties paid a percentage of Medicaid and the
state took it over at some point.

Mark Johnson, Executive Director, North Dakota Association of Counties: That is
correct, counties paid 25% of the cost of Medicaid and Medicare just before swap. That is
what swap did, was eliminate the 25% cost share. It was the motivating cost behind swap.

Closed the hearing on SB 2206.

Attached is additional testimony #6, #7, and #8 that were received after the close of
the hearing.
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Explanation or reason for introduction of bill/resolution:

A BILL relating to the transition of funding responsibility for county social services from
the counties to the state and a credit against payments in lieu of taxes paid by centrally
assessed companies; relating to county and multicounty social service board budgets,
county general fund levy limitations, and property tax statements; to repeal chapters
relating to the county human services fund, the human services grant program, county
property tax levy authority for social services, and the state-paid property tax relief
credit; and to provide an effective date.

Minutes: Ao Atap  mends

Chairman Cook: Opened committee work on SB 2206.
Senator Dotzenrod: Will the hold harmless payments be phased out?

Vice Chairman Bekkedahl: The timeliness of when they phase out will depend on the
caseloads and the additions added to the caseloads at the county level. It is designed that
the hold harmless payments will phase out as the caseloads expand or inflate.

Senator Dotzenrod: The reasoning behind the phase out is that the cost of social services
will expand and take dollars away. Is there an amount set?

Vice Chairman Bekkedahl: The legislature will set the caseload reimbursements every
session within the budget cycle. Much like the education fund where we determine what we
fund per pupil, it's very similar to this. The hold harmless guarantees the 12% buy back from
the counties that don’t have a 12% cost to the formula yet.

Senator Dotzenrod: The method by which we have mechanically achieved a property tax
buy down is to have this bucket that fills up with oil tax revenue during the interim. As it grows
and reaches a certain level it stops. It's general fund dollars, nothing special is set up to fund
this?

Senator Laffen: 20 mills are taken away from the counties ability to tax.
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Chairman Cook: 20 mills are taken away. People are worried about a back fill. It would be .
obvious because of the zero truth and taxation that we have in place.

Senator Unruh move a do pass on SB 2206, with a refer to appropriations.
Senator Laffen seconded.
A Roll Call Vote was taken. 6 yeas, 0 nays, 0 absent.

Senator Bekkedahl will carry the bill.
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Explanation or reason for introduction of biIIIresquta:

Relating to the transition of funding responsibility for county social services from the counties
to the state and a credit against payments in lieu of taxes paid by centrally assessed
companies.

Minutes: Testimony Attached # 1 — 5.

Legislative Council: Adam Mathiak
OMB: Becky Keller

Senator Krebsbach called the committee to order on SB 2206. Roll call was taken.
Senator Holmberg and Senator Bowman were absent.

Senator Brad Bekkedahl, District 1, Williston, ND, Bill Sponsor
Testimony Attached # 1.

(3:47)Senator Dever, State Senator, District 32, Bismarck, ND

Testified in favor of SB 2206. No written testimony.

On the bill, where it says SB 2206, you may want to write -17 because it is a follow through
from SB 2206-15 which | sponsored in the last session. The bill started out by transferring
approx. $23M of social service cost from the counties to the state. It started with some costs
that were obvious that could be covered either by the state or by the county. That’s just the
way it was. The bill also included a study by Legislative Council, also put together a working
group to go through the process and their charge was not only to transfer that but to insure
that it did not lead to increased property taxes following that up because everyone thinks it
creates a new base. It does not. It eliminates that. The money that is considered in this bill
is not an increase in spending, it's a shift in spending from the 12% buy-down and that’s how
it's covered.

Representative Robin Weisz, District 14, Bill Sponsor.

Testified in favor of SB 2206. No written testimony.

A little history on the bill — In 1997, we started out with a bill we called “the swap”. Prior to
1997, the counties paid for a share of the administrative costs of social services and they
paid for a share of all the program costs with social services. They would come asking to be
relieved of all the program costs and in exchange, they would pick up all the administration
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costs, with the argument being that they could tend to manage their administrative costs of
the programs, but had no ability to manage any of the actual program costs. We passed the
swap legislation in 1997, but because of budget constraints, we weren’t able to transfer all
the program costs back to the state but we did transfer all the administration costs to the
counties. We took over a large share of the program costs and it did save the county
somewhere around $5-7M. There was a realization that, for example, child support, foster
care, those were issues that needed to be addressed but we didn’t have the funding. It was
either in 2001 or 2002, we did take a look at child support funding and we did make that shift.
At that time, we took over the administration and funding of the child support services. That
has been a huge success. | used to get calls regularly with complaints over child support,
particularly in certain district, that they weren't getting their money, they weren'’t getting heard,
there were a lot of issues. Since then, it has been silence — which | consider a good thing.
Our ranking, when it comes to child support, is some of the best in the nation currently.
Starting in 2009, legislation was introduced to take over the rest of the program costs of social
services. Unfortunately, that bill didn’'t pass because of fiscal costs. In 2011, | introduced a
bill, much like this to take care of all costs of the funding. Local property taxes should pay
for local issues. Counties do not have the ability in determining what the cost of these
programs are going to be. They are federally and state mandated. They don’t have any say
on who qualifies, who's eligible, what the services will be. The bill was defeated. Tried it
again in 2013. It was amended down to just daycare costs and defeated again. In 2015, the
legislature finally passed taking over the rest of the program costs for social services, mostly
in the foster care area. Then we passed the study resolution to study the implementation of
taking over all the social service costs.

Currently every county has a 20 mill levy for social service costs. That's what we're capped
at. But also an excess mill levy which says that if your social service costs are higher than
that, you have no choice but to levy an excess levy. So for example, some counties are up
to 38 mills. One of the things the legislature tried to do is offset some of the costs of the
Indian counties because they had low property tax base and very high social service costs,
so then we started putting money in to help them out. We kind of ended up with a very
convoluted system which didn’t make them whole anyway. They still had an extreme levy.
So now we have a bill in front of us which eliminates the 20 mills, eliminates the issue of the
inequality between Indian counties and other counties, again, because of their non-taxable
base and the extreme need of social services. By far, the local taxpayer was paying much
more than they should have been for their share of the services. This bill solves a lot of
problems. One, it is true property tax relief because those 20 mills are gone. It equalizes
things across the state. No county is punished. No county has an advantage because they’ll
pay for their local services and we're paying for the state mandated services. To me, this
has been a long process. Nothing happens overnight. | think the formula that was developed
in the working group that was the result of the study, and have done a good job of coming up
with a formula to take into account your large counties (Cass) and small counties (Grant or
Sheridan) to balance it to make sure you're taking care of the caseloads.

Senator Krebsbach: The 20 mill maximum, is that utilized by most counties or are there
several counties that do not reach that maximum?

Rep. Robin Weisz: The average is around 18 mills. There are certainly counties that are
under the 20 mills. | couldn’t tell you the amount. | know some are at 14,15 and many are
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at 20. A handful use that excess mill levy and the last time | saw on the sheet, the highest
was 38.9 mills. It tells you that there is a range of double the mill levy cost from one county
to the next — and this is for a state mandated service, not for the counties choice of how they
want to provide services.

Senator Mathern: Does this bill limit creativity or services that a county wants to provide
outside of state mandated services?

Rep. Robin Weisz: We had a lot of discussion in the interim property tax committee and |
don'’t believe it does. Within the county’s general fund, they would have the ability, if they
thought there was a specific service, say a housing incentive or something for low income.
Nothing would prohibit the county from doing that, but they wouldn’t have the 20 mills that is
set aside for social service funding. They could certainly take it out of their general mill levy
to do that.

Senator Robinson: These employees, in social services, were county employees. Aren’'t we
going to have a situation that will evolve over time, in terms of inequity in salaries from one
county to another? They're part of a state system and we’ll eventually have to look at some
uniformity, compensation and classification of employees within the overall social service
system?

Rep. Robin Weisz: They are already under the PERS system. There was an issue several
years ago, there was some disagreements on the PERS and how it caused inequity within
their county between their other employees. But all employees would be based under the
PERS system throughout the state under this.

Senator Robinson: Is this the first step of further consolidation and the loss of local control?

Rep. Robin Weisz: You could make that argument, but the beauty of the way this formula
and the way it's designed, is basically we're giving a block grant — if you want to call it that.
It's based on case load but it is a block grant to the counties. It's up to them what they need
for employees, how they work together, or share an employee with a neighboring county to
consolidate their county social services. In no way are we restricting that. \We're giving them
a pot of money, based on their case load and telling them that you need to make this work.
You need to figure out how to do it the most efficiently, and if it makes sense to share a foster
care worker among two or three counties, you could do that. Same with child protection.
From the taxpayer’s standpoint, we need to have the most efficient system possible.

Senator Krebsbach: And that process goes back to the passage of the Toolkit bill for the
counties that we passed in the 90s.

Rep. Robin Weisz: Yes, it does. Even what we passed last session where we consolidated
mills and allowed counties greater flexibility. It goes back to the fact that the counties will
make the decisions that is best for their county. This bill won't limit that in any way and if
anything, it allows more flexibility to function within the system.

Senator Grabinger: It's in here that if we do this, the 20 mill allowance for counties goes
away. They don’t have that ability anymore. Is that in here?
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Rep. Robin Weisz: Yes, that is correct. There is no longer authority to levy the 20 mills. ‘

Senator Krebsbach: Do we have any counties that have home rule? Would they be able
to make exception to the removal of the 20 mill levy?

Rep. Robin Weisz: | don’t think they can within the home rule. The legislature specifically
takes that away. We've already levied caps and home rules have to work within those levied
caps now.

Senator Krebsbach: With them taking over the program, there shouldn’t be need for i,
correct?

Rep. Robin Weisz: Correct. They have no costs. Certainly a county can do something on
their own that they feel is necessary to provide a service in a particular area, but that wouldn’t
come from that 20 mills. They would have to say that they're willing to take 2-3 mills out of
our general fund budget to use for that or ask for more increase from their voters to do that.
They would have that power, but not the 20 mills, that is gone.

Representative Jason Dockter, District 7, Bismarck, ND
Bill Sponsor.  Testified in favor of SB 2206. Testimony Attached # 2.

(26:40) Senator Wardner: \When you transition out, does that mean that, through inflation,
the costs are more. That’s how it's going to be transferred out.

Rep. Jason Dockter: | believe that's how it would work. Joe Morrissette calculated it out
and it would be about 68 years before everything would be under the system.

Senator Mathern: The map on page 4 — multi county social service units. One of the things
we’re missing in this bill is actual efficiencies in the social services system. We're just moving
the payment mechanism, but we’re not actually increasing what we offer to the citizens in a
more efficient manner. Wouldn't it be wonderful if we permitted those counties to also offer
what’s offered in the human service center so that we could bring together the centers into
one unit? Right now people have to negotiate the public facilities, the state system, the
human service system, the county system. Why don’t you think we went a little farther to
actually change our system versus just who pays the bill.

Rep. Jason Dockter: This committee also studied the economic incentives and between
both of these, to be honest with you, we ran out of time. We just felt this was a good concept.
We need to have a study to look just on the efficiency. You can see it's working in other
areas.

| hope we can get this concept passed and then in the future, look at the efficiencies that we
can bring to the state and still provide the same services that we’re currently providing.

Member of Social Services Finance Working Group

Joe Morrissette, Deputy Tax Commissioner, State of North Dakota ‘
Testified in favor of SB 2206. Testimony Attached # 3.
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Has testimony that goes into detail regarding the concepts with the formula, the transition
plans away from the 12% to the social services formula.

(34:44) Senator Robinson: Are we able to transition and make counties whole over one
year, two years or multiple years?

Joe Morrissette: That base line would be locked in place unless it would be adjusted by the
legislature. The concept is that it would be a firm dollar amount and then going forward
indefinitely. That dollar amount would stay in place. It would provide that basis for the hold
harmless — the replacement payment until he social services formula for that county resulted
in more money.

Senator G. Lee: Asked about the fiscal note and the optional adjustment request — for $33M
from the general fund if this bill doesn’t pass. What is that $33M? All the money that the state
transferred back to the counties?

Joe Morrissette: That would be the money that the counties get now — through the
department to fund their social services program. If we continue on with the funding
mechanism that has been in place in the past, and this bill doesn’t pass. Then they would
need that money in place of the $275M that would be needed to fund this concept.

Senator Wanzek: The counties that the social services costs are less than 12%, they get a
transition payment to make them whole or be held harmless. Those that their social services
costs are higher than the 12%, they get the higher or the 20 mills. They’re not limited to their
12%7?

Joe Morrissette: The base line is used If the social services formula results in lower
payment but is not a cap. The formula is based on historic spending with some inflationary
adjustments going forward and so it's determined to be what's necessary to continue funding
those services. If the formula results in a higher amount than the 12%, they're probably a
county that has a low property tax base and probably a very high percentage of all their
property taxes that went to the social services side and so they actually come out better on
the social services formula and they would receive the higher amount.

Senator Mathern: Going forward, where do you see the regular appropriation showing up
for this? In the budget of Human Services?

Joe Morrissette: Yes, it could be a separate bill, but it would still be appropriated to human
services to make those formula payments even though there is the property tax component.

Senator Sorvaag: For long term, inflation will happen but beyond that, there will be additional
that would run this up higher than what we’ve done on property tax. We’d only do things that
were approved by the legislature, such as new programming or additional programming. Or
is there something else that would run this so we can’t control it?

Joe Morrissette: It would be entirely set by the legislature. The legislature would decide
each session what that formula rate would be for reimbursement to counties. Just like the
decisions made now to determine the state school aid for student payment rate. That would
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really be the determiner of what that cost would be in the next biennium. There’'s no real
automatic inflator. There is, for the purposes of transition, a minimum and a maximum. In
looking at the historic spending, the county would get at least 102% of what their historic
spending was so there’s a minimum inflation adjustment there to ensure counties that there
is enough ongoing funding to maintain staff. But so no county receives a windfall, the
maximum is 110% of what their historic spending was. That's really not probably an ongoing
permanent part of the formula, just more or less a transition component as this is transitioned
from the old methodology, looking back at what was spent in the past just to make sure
there’s a limited range of where those formula payments will fall.

Senator Robinson: Is this model in place in any other state — or a first of its kind?

Joe Morrissette: | don’t know, but someone else might know. We looked mostly to our
model of the school funding formula and borrowed concepts from that wherever we could.

Senator Krebsbach: This goes into effect when?

Joe Morrissette: If this was passed, the first year that it would take effect would be calendar
year 2018. All of funding for calendar year 2018 and 2019 are part of that $275. It's not
phased in. It wouldn’t cost more in a subsequent biennium. That’s a full bienniums worth of
funding.

(43:14)

Terry Traynor, North Dakota Association of Counties (Lobbyist #80)

Testified in favor of SB 2206.

Testimony from Randi Sukut, Wells County Commissioner - Testimony Attached # 4.
Information page — Testimony Attached # 5.

This comes from the Finance & Tax Committee which gave it a 6-0 Do Pass
recommendation. We are whole-heartedly in support of this. I'm handing out testimony from
Randi Sukut. He served on the working group that helped develop the formula and he is the
president of our association of counties.

It buys the state mandate. The vast majority of the cost of counties are federal and state
programs that are really directed either by federal regulation or state statute, as far as
eligibility and reimbursement rates and things that are out of the counties control.

Because of federal requirements, the staff at county social services must be covered by a
merit system of salary compensation. That's a federal requirement because of the handling
of federal funds. There is only one approved merit system of salary compensation in the
state and that's State’s HRMS system. The counties could create their own at a very high
cost, or they have opted to join the state system. As a result, they are governed by those
practices, at least as far as the salary brackets are concerned. Whenever the legislature
determines that the salary brackets go up, the county’s social service salary brackets go up.
In some of our more rural counties, that does create problems because a lot of times, they're
hanging near the bottom. If the state salaries go up three percent, that bottom of the bracket
inches up. It forces the lower paid people up which kind of triggers everything through social
services for sure and a lot of times, the court house. That's always been a struggle with the
counties especially when they have to levy taxes to meet that requirement. This takes that
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problem away. The bill repeals 20 mills. It is a real clear property tax reform. It also provides
greater legislative control as to how property tax relief is delivered. Like the school formula,
there is legislative direction in that reimbursement every two years. As opposed to the 12%
now which is really kind of an automatic, based on the economy that effects valuation and a
whole host of budgetary decisions that you have very little control over.

The formula is based on actual costs. It looks at what is being spent now and it makes sure
that we incorporate into that caseload so that we can really get at what's being done and
we're paying for what's being done. Ultimately, the taxpayers receive the same or more tax
relief.

We talk about holding harmless. We talk about the reimbursement to the counties to provide
that, but it isn’t holding the counties harmless, it's holding the taxpayers harmless. We like
the taxpayer equity term a little bit better. It's talking about how to make sure each taxpayer
gets the same or more relief going forward. The formula created does that and it's a good
transition to moving this to state funding.

(48:13) Senator Dever: When we do something like this, the various entities see themselves
as winners or losers. Are the counties unanimous in their support of this?

Terry Traynor: The last four conventions of our association of counties, we've had
unanimous support of a resolution asking for this. We brought it up again because we have
a lot better idea of what this will look like when we met this October. We laid out the plan to
them and again, they endorsed a resolution supporting it. Is there some nervousness in
some cases, yes. Your committee has brought up some of the issues in the more rural
counties. They say is this a step toward state assumption? Is this going to change how we
deliver services? That has not taken away their support. They recognize we cannot continue
to fund social services on property tax. That's something that we’ll have to work through.
There is encouragement here to work more closely together, but the big fear would be is our
we going to take our county employees and move them to state and lose local delivery
services. That's something our people don’'t want to see. We need to keep the local control.
We're confident that this program keeps the staff where they need to be. It just changes how
we fund it to a more equitable tax funding system.

Senator Mathern: | appreciate your comment about counties wanting to keep their local
control and keep services within their reach. What about going the next level and literally
closing the human service centers and putting all those services in your system of counties
that wants local, wants stepping up to collaboration, that wants quality. May be we should
eliminate the human service centers and take all those dollars and make them available to
the counties to provide those services. Is that something you would like to proceed on?

Terry Traynor: That issue was brought up during interim. Some counties have done a small
piece of that when they felt the regional center was too far away. They tried to move in that
direction. We felt that was a study for another session and something to look at. | see some
marvelous changes in the way we are delivering mental health services through the regional
centers now. | think they’re moving in a direction that’s going to improve that. \We’re hopeful
that maybe the regional center process will meet the needs as we go forward. The concern
| hear from counties is that they can’t get the professionals attracted to come out and deliver
the services.



Senate Appropriations Committee
SB 2206

February 6, 2017

Page 8

Senator Wanzek: There are a number of counties that have a mill levy less than the 20 .
mills. They will be protected with whatever we call “hold harmless” transitional payment. Is

that amount locked in this biennium? So as we go forward, it's not going to be locked in at

12% every year as property values go up. Those counties would be losing that inflation factor

on property tax relief.

Terry Traynor: You're correct. That's the way the formula is written that if whatever they
determine 2017 property tax relief to equal $275M, that's the hold harmless amount going
forward. However, there will be growth adjusted as the legislature sees fit to the cost of
delivering county social services so you will see that inching up but nothing near what the
12% has gone up.

Senator Krebsbach: Closed the hearing on SB 2206.
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AMENDED

Minutes: 1.Propsed Amendment # 17.0760.01001
2.Page 16 of Bill # 2206
3.Colored markup of the amendment

Chairman Holmberg: called the Committee to order on SB 2206. Roll call was taken. All
committee members were present except Senator Dever. Alex Cronquist, Legislative
Council and Becky Deichert, OMB were also present. We will start by going back to 2206.
And we will also take up that change to the judiciary budget (2002) so that we can get that
back upstairs. Just so that the committee is aware these amendments are not being done
behind the back of the policy committee. This bill has to do with the state assuming the
county social service.

Senator Bekkedahl, District 1. presented Testimony attached # 1 Proposed Amendment
# 1.0760.01001. Testimony attached # 2 — Page 16 of Bill 2206 (it's a 22 page bill) and
Testimony attached # 3 — blue writing on top and insert language from page 22, that’s the
other part of the amendment for this bill.

Chairman Holmberg: What you gave us is an amendment that’s in two different sections
of the bill. You gave us the Christmas tree version of both.

Senator Bekkedahl: That's correct.

Senator Sorvaag: We have a problem with the actual bill. Check your actual bill. it goes
from page 13 to 18. There is no pages 14,15,16,17 in it.

Chairman Holmberg: We are looking at the original bill. Are these printed here? This is
awkward but | think everyone should have a copy of the bill. This was discussed and the
clerk gave everyone a new copy of the bill. A new job was then started.
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JOB # 28379 (continuation of SB 2206) ‘
Senator Bekkadahl, District 1: You have Amendment # 17.0760.01001.
Chairman Holmberg: Tell us what the amendment does.

Senator Bekkedahl: The first Amendment is on line 16, this is language that puts into
statute in this bill what | am told is currently occurring which is when Department of Human
Services has federal or state mandates they have to go into the programs that since we're
transferring, since the authority for the employees instead of at the county level, the county
employees must then take these mandates that we have federally or state wide and push
them down into the programs that they have at the county level. That’s all this does. And
its put in here a penalty clause if they don’t adhere to these new standards that come
down. So DHS says that's what they do. Now, it wasn't in the bill, they’ve asked us as the
committee to amend that in, that's the first part. And the appropriations ties, obviously
there is a monetary penalty if they don’t comply. (0.01.28)

Chairman Holmberg: Any questions on this Amendment? Continue.

Senator Bekkedahl: the next Amendment is on page 22. In text, what’s changing is the
calculation in section 10 of the bill, when it was first drafted, Section 10 was an addition to
the bill at a later stage in the working group because the REC’s under last session, 2015
session, had to come into Finance and Tax and get statute placement of language that
allowed the RECs to actually get the 12% property tax buy-back as well because they were
not getting it the way their taxes were calculated. That was put in the statute in 2015.
Section 10 of this bill deals with that. Puts the REC’s in to make sure that they receive
some benefit as well through this program, that they’'re not omitted because they were
going to lose that and essentially take a 12% increase in their taxes after we tried to correct
it last session. | am told that these two additional changes to Section 10 correct that
completely and | have Mr. Joe Morressette the Deputy Tax Commissioner to explain that it
was their department that brought those amendments to my attention. (0.02.50)

Joe Morressette, Deputy Tax Commissioner: it came to the attention of our property tax
experts last week that section that was drafted needed a slight change because when it
was initially drafted it was, we were thinking of the taxes when they’re paid in 2018 but the
calculation of this credit will actually take place in August of 2017, when the tax amounts
are approved by the state board of equalization, certified to the counties along with the
amount of credit. So that will take place in 2017 so to make sure that the proper years are
referred to, the subsequent county year in terms of the formula payments and the prior tax
year in terms of statewide property taxes that are used in the calculation of that credit,
those are the changes just to make sure that we are referencing the proper years because
the calculation will actually take place in 2017 for taxes that are paid in 2018. (0.04.03)

Chairman Holmberg: You would call that a technical correction to make it form to what
had to be. He was told yes. Any questions of Mr. Morressette? There were none. ‘

Chairman Holmberg: Committee members, we have before us these amendments.




Senate Appropriations Committee
SB 2206

02-15-17

Page 3

Senator Mathern: | move the adoption of both amendments that were presented to
us.

Chairman Holmberg: We have a motion for the adoption of both the amendments that
were presented to us. Is there a second. Seconded by Senator Oehlke.

V. Chairman Bowman: Before we vote on this I'd like to get something clear in my mind.
We're short of money this biennium. Qil revenues are way down and now we’re going to
buy down the property tax for this program. If we continue down this path, and we go
through another drop in oil revenues, isn’t that going to multiply the tax problems later on?
It sounds good in theory but look what's happened this year, this biennium, when all of a
sudden oil prices went to heck, don’t have enough money to fund hardly anything. | need
to get an answer to that before I'll support it.

Senator Bekkedahl: to Senator Bowman’s concern, actually what’s occurring here is a
shift. The current 12% property tax buy down, which has been funded for $300m already
for this next biennium, that is the shifted money that would go into paying for this program.
So it's not the $300m that we currently have, plus another $275m which is the fiscal note of
this bill. it's simply a shift. We will be shifting that bucket of money to now go to the
counties, remove the 20 mill tax levy that the counties have, and that's the property tax
relief that you still see in the 12% that now will be shifted to this program. (0.06.35)

V. Chairman Bowman: One follow-up to that. Wasn't original $300m in property tax relief
pays for schools to begin with?

Senator Bekkedahl: There’s two lines on our current property tax statements that we deal
with. The upper line is titled school finances that the state pays for, that's the payments we
see going out to the schools right now. The 2" line, it says 12% property buy-back, that's
what the 12% directly to the counties to buy back comes from. We would see in the future
on the tax statements the line item for the large amount of property tax relief going to
schools, which is the per-pupil payments and the secondary line would now say county
social services funding or state social services funding, and it would still equate to the 12%
number that they’ve seeing on their taxes.

Senator Gary Lee: So now the bucket from the oil tax goes into the general fund and then
drops into this tax relief fund as it is now, goes up to 300 and then goes back to the general
fund. Is that same formula going to be in place when we were going to call that 300,000m
dollar bucket by a different name or is the money source the same?

Senator Bekkedahl: It's my understanding that the source of the revenue would still be oil
revenue flow through the oil tax production tax. The difference would be, this would now
become an ongoing program that is funded by the state just as education every year that’s
just going into the calculations into the state general payments.

Senator Gary Lee: My question then, is this a dedicated revenue source for this particular
program as opposed to now we just have to fund it out of the general fund?
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Senator Bekkedahl: | can't answer how the Senate’s dealing with it. | know that there is a ‘
bill currently in the House that keeps, continues the $300m tax bucket for property tax relief
in the order that it's in now.

Chairman Holmberg: We haven’t had any discussion that I've been aware of on changing
that bucket. As you know the executive budget took a lot more money directly out of the oil
revenue, but | don’t know how that is?

Senator Gary Lee: How are we going to fund this in the future if we don’t keep doing what
we’re doing?

Senator Bekkedahl: it's my understanding that the premise of the bill is that the state
would continue to use the $300m of oil tax revenue to fund this. So the revenue source will
continue to be oil taxes, how it goes into this system on an annual basis | would defer to
Appropriations because you move the revenues around. We are the policy decision
actually.

Chairman Holmberg: It is utilizing the same dollars in a different manner instead of having
the 12% buy down, which is what we have now, we have taken away from the counties the
ability to tax for social services. So that’s the property tax relief to the individuals. And we
are using the money that we used to use for 12% buy down to cover the cost of county
social services.

Senator Mathern: There is a little bit of truth flowing around from all the Senators here.
Essentially making this change while we are using what we used to use for property tax
write-down, passing of this bill makes this a general fund obligation in the long term. In the
long term the state of ND takes responsibility for paying the costs of social service
administration in the counties. If there are no oil tax monies coming in we still need to fund
this. So each legislative session we would fund this based on the resources we have
available so we might cut county staff, we might increase county staff, it will be like the
Department of Human Services comes to us or resources and we decide how much we
have to provide and it will be the same thing. We will have to fund this going forward
forever and if there is no oil tax we have to get it someplace else or we have to cut
services. It's a general fund state obligation if we pass this bill.

Senator Robinson: You made the comment that this provision equalizes the social service
assessments across the state. Some were high, some were low, and | believe the 20 mill
levy comes to my mind. But is there not a provision in special circumstances that a county
can go above and beyond that by vote? If they wanted to go to 24 or 26 mills on their own?
Seems that was part of the discussion and | am not suggesting they do that but you made
the comment we are taking away the ability?

Chairman Holmberg: we take away the authority to levy those mills. They can’t levy them

under that guise as | understood it. They have other mechanisms for raising. But they

wouldn’t be raising it for County Social Services because we would have taken over that ‘
responsibility as | understand the interim committee and the discussions that have gone on

in the past.
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Senator Mathern: | served on the interim committee. Essentially this bill creates a
statewide definition of what programs would be offered by the counties. And the counties
would not be able to assess a mill levy for those programs. However, if the county wanted
to do something in social services outside of this definition of services then the county
would do that. Let’s say if the county said “we want all poor children in our county to have
new shoes, and that’s not in this bill, that county could use it's mill levy authority in it's
general mill levy authority to create that shoe bill and funding. But this bill does not permit
them to do it under social services.

Senator Bekkedahl: \What | am hearing on both sides here, Senator Mathern is correct, |
think it's a general fund expenditure moving forward, which would require then a transfer
mechanism somehow for oil tax revenues to come in to take care of the program as we've
been doing right now.

V. Chairman Bowman: That's my point. Whenever you're using something that’s not
stable, like oil revenues and what we've just seen, we can transfer this responsibility to the
state and we can meet that requirement as long as there’s oil revenue. But when the oil
revenue slows down, we’re still going to have that cost so we're going to have to add
another tax of some sort to generate the money to pay for what oil revenue loss we have.
We’'re really not solving any problems. We might be creating another one down the road.
Tell me if I'm wrong or not but there’s no guarantee with oil revenues. We couldn’t fund
anything this year because of the loss of oil revenue over and above of what we normally
do. But if we add something else that we're obligated to do that takes away that oil
revenue for some other sources also and that's where | am concerned about.

Chairman Holmberg: But if we kill this bill then the only difference will be instead of the
state assuming the responsibility to pay for County Social Services and remove the 20 mills
the state will give that same amount of money, roughly, back to the tax payers in the form
of a 12% reduction. So that responsibility will be there, and if oil revenue goes totally south
and we can't afford the 12% then the legislature will be faced with the choice of funding it
by some other mechanism or getting rid of it. | don’t think you’re adding an additional
burden on what the state is paying for, we're just shifting it and getting out of the direct
property tax business, which many have expressed concern about. (0.17.14)

Chairman Holmberg: We had a motion for the amendments and a second. Would you call
the roll on the Amendments to 22067

A Roll Call vote was taken. Yea: 13; Nay: 0; Absent: 1. It carried.
Chairman Holmberg: Could we have a motion on the bill?
Senator Sorvaag Moved a Do Pass as Amended. 2" by Senator Oehlke.

Chairman Holmberg: Call the roll on a Do Pass as Amended and this goes back to
Finance and Tax.

A Roll Call vote was taken. Yea:11; Nay: 2; Absent: 1. Senator Bekkedahl from
Finance and Tax will carry the bill. The hearing was closed on SB 2206.
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. PROPOSED AMENDMENTS TO SENATE BILL NO. 2206
Page 16, after line 11, insert: '

"50-34-11. Authority to withhold funding.

Notwithstanding subsection 2 of section 50-01.2-06, if a service area fails to
perform duties directed or assigned and supervised by the department of human
services, the department of human services may withhold funding from the service
area. The amount withheld may not exceed double the actual cost of the duty that was
not performed, the per activity amount from the formula, the cost to the department of
human services, or the amount of a federal penalty imposed as a result of the duty that
was not performed."

Page 22, line 3, replace "current" with "subsequent calendar"

Page 22, line 4, after "prior" insert "taxable"

Renumber accordingly

Page No. 1 17.0760.01001
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REPORT OF STANDING COMMITTEE
SB 2206: Appropriations Committee (Sen. Holmberg, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(11 YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). SB 2206 was placed on the
Sixth order on the calendar.

Page 16, after line 11, insert:

"50-34-11. Authority to withhold funding.

Notwithstanding subsection 2 of section 50-01.2-06, if a service area fails to
perform duties directed or assigned and supervised by the department of human
services, the department of human services may withhold funding from the service
area. The amount withheld may not exceed double the actual cost of the duty that
was not performed, the per activity amount from the formula, the cost to the
department of human services, or the amount of a federal penalty imposed as a
result of the duty that was not performed."

Page 22, line 3, replace "current" with "subsequent calendar"

Page 22, line 4, after "prior" insert "taxable"

Renumber accordingly
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Explanation or reason for introduction of bill/resolution:

A BILL relating to the transition of funding responsibility for county social services from the
counties to the state and a credit against payments in lieu of taxes paid by centrally
assessed companies; relating to county and multicounty social service board budgets,
county general fund levy limitations, and property tax statements; relating to the county
human services fund, the human services grant program, county property tax levy authority
for social services, and the state-paid property tax relief credit; and to provide an effective
date.

Minutes: Attachment #1-6

Chairman Headland: Opened hearing on SB 2206.

Senator Bekkedahl: Introduced bill. Distributed written testimony. See attachment #1.
Ended testimony at 3:11.

Senator Dever: In the last session | sponsored the bill that precedes this one. SB 2206, at
that time, transferred $23 million in spending from social services from the county to the state.
We took certain items that were pretty obvious that could be covered by the state or the
county for no other reason than just because. We transferred those as tax relief. Also in that
bill we provided for a study by an interim committee. There was a parallel committee led by
the Department of Human Services to make sure we could transfer additional social service
funding appropriately and make sure that it doesn’t create a new base to raise property taxes,
but provides an appropriate way for state funding of social services. That's what this is. This
is not an increase in spending, this is a shift in spending. The 12% property taxes we pay
directly to the counties will be replaced by social service funding. | stand in support of SB
2206 and | encourage you to adopt it.

Representative Weisz: This started back in 1997. Prior to 1997 Social Services split the
costs. In 1997 we introduced the Swap bill which was to take over all the program costs.
We didn't really have the ability to go that far as we didn’t have much money. The counties
took over 100% of the administration costs and the state took over a majority of the program
costs, leaving a few things like foster care, child support, and a couple other things. It saved
the counties between $5-7 million which was a benefit to the property tax payer. In 2007 we
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took over the Child Support Enforcement portion. This saved several million dollars to the
counties. That has been a very successful endeavor. We took over the child support and
put it into the regions. In 2009 the bill was introduced to take over the balance of the program
costs and that left foster care. It was defeated at that time. In 2011 | introduced a bill to do
what we're doing here today; take over total program costs. It has been introduced again
and again. In 2015 we finally took over the rest of the program costs at about $23 million.
Today counties are responsible for 100% of the administrative costs and we took over 100%
of the program costs. That has been a great improvement. This bill will finish the process
and take over the rest of the administration costs. I'm a firm believer that local property taxes
pay for local services. Social Services is not a local service; it's a state and federal mandate.
Counties don’t have any say in having to administrate those programs. The main reason this
bill should pass is if the state is going to mandate it then they should pay for it. If a local
political subdivision wants to do something then fine, but pay for it with your local property
tax. This bill does a lot of things to get us to that approach. The formula in the bill addressed
the needs of rural and urban counties. The bill currently has the hold harmless against the
12% reduction because this bill does away with the 12% reduction that we've been doing for
buying down property taxes. The buy down doesn'’t really fix anything; it doesn’t change the
fact that they were still requiring services when it certainly doesn’t keep political subdivisions
from backfilling, which is the word we hear. This bill eliminates that 20 mill levy which is
currently in law for social services. When you do the 12% buy down, that doesn’t fix any of
that. Now we've eliminated that levy. In current law while they are capped at 20 mills they
also are required to have an excess mill levy if the social services costs go above that. We
cap them but yet we don't.

Chairman Headland: Isn’t the state picking up the costs of the excess bills?

Representative Weisz: Up until 2015 we did a few things that helped the Indian counties.
You had to qualify to become an Indian county based on a number of factors. That didn’t
come close to making up the difference those counties lost. In 2015 when we finally took
over the rest of the program costs. In theory we covered those costs for the Indian counties
under the impression that we were going to go forward and end up with 2206 which we have.
They’'ve never been paid adequately. The reservation isn’t taxable plus they have a greater
need for social services but that isn’t their fault; they didn't ask for that. This bill resolves all
those issues. The state has acknowledged under this bill that we are responsible because
we determine the program and decide who is on Medicaid. The counties are spending
hundreds of millions of dollars on those state decisions. This is very important from the
standpoint of we need to make clear that property tax should be paying for local and state
should pay for state. This bill does that and does it in a fair way. This is certainly a great first
step to be fair. That is also the price tag that the property tax payer is paying today for
services he doesn’t control on the local level whatsoever.

Representative Olson: You say the bill takes over all the administrative costs for the
program. Is there anything in the bill that provides for controlling the administrative costs at
this point or are we just going to take over payments?

Representative Weisz: Yes, there is a formula that is built in the bill that is paying per case.
There are two different categories based on the caseload and based on your county size. If
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they struggle to make that work, then they will have to look to other counties to consolidate
some services to make it work. It's not a blank check, it is limited.

Representative Ertelt: You mentioned one county that was at 38 mills. Do you have a list
of where all the counties are at?

Representative Weisz: | don’t have the list with me.
Chairman Headland: Further testimony in support?

Vice Chairman Dockter: Distributed written testimony. See attachment #2. Ended
testimony at 25:25.

Chairman Headland: We'll take testimony in support.

Joe Morrissette, Deputy Tax Commissioner: Provided written testimony in support. See
attachment #3. Ended testimony at 30:32.

Chairman Headland: \When we start the take over the base is set at 102-110% of the cost.
Can you explain why we are starting at a level higher than 100 percent?

Joe Morrissette: Throughout this we borrowed a lot of methodology from the school funding
formula since it was a formula that was in place, everybody was familiar with, and it works.
That was a component of the transition to the new formula. Most of this money goes to fund
staff costs. In order to provide an assurance in each county there’s a continuation of
adequate money to fund the staff that's already in place. We looked at guaranteeing some
small increase, 2%, to assure counties they could continue to fund that staff and fund some
increases like health insurance that would go up. It looks at that baseline they are actually
spending and every time it's going to get at least 102% through the formula so nobody gets
hurt in that transition. That wouldn’t have to be a permanent part of the formula but it's part
of the transition from where they are now to this new formula. Also, because no county
should receive a windfall just because of how their old spending meshes up with the new
formula, it’s limited to 110% so nobody could get more than a 10% increase compared to
what they actually spent.

Chairman Headland: In the future how are the counties going to pick up those cost
increases?

Joe Morrissette: That would all come through the formula and the rate would be set each
session by the legislature, just like it is now for schools. Continued on with his testimony.
Ended testimony at 43:01.

Representative Hogan: In the total estimated cost how much of that is general fund
because the counties currently get federal administrative reimbursement on the social
service side. Is that included in this because it's a formula that covers all services?
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Joe Morrissette: This would all be general fund. The cost base we started with includes all
things we spent for social services. It's in the base of the formula and those federal funds
would continue to be received by the Department of Human Services.

Representative Hogan: And utilized by the Department of Human Services available to
them.

Joe Morrissette: That's correct.

Chairman Headland: It appears it's $192 million to cover the costs of formula payments. In
those payments there is a 5% inflator built in. If the state is to control the costs and the state
will make the decision, why are we building in an automatic inflator?

Joe Morrissette: That was arrived at through the working group because that was mirrored
to how those costs have gone over the past several years. It would always be a legislative
decision of how those formula rates would be set, what measure of inflation you would look
at, and how you would adjust them.

Chairman Headland: If the state is to truly be in charge of the costs we could take those
automatic inflators out of the bill and truly put us in charge?

Joe Morrissette: | was giving you background on how we arrived at the formula rates that
are in the bill. There is no automatic inflator going forward. The 5% was used to get from
our historic costs that we had at the time to a formula payment rate for the upcoming
biennium. That rate would be just set in law and then you would have to debate what that
rate should be for the 2019-21 biennium.

Representative Hogan: In terms of the dollars that would be generated for the Human
Services, do you know how much that is? That will offset other DHS costs.

Joe Morrissette: The department is here so | believe they could speak to that better. | think
it's about $32 million for 18 months.

Representative Hogan: Just so you're aware, that would offset other costs in the
department.

Chairman Headland: | sat on the interim committee and the discussions we had we
discovered that there are counties that have additional programs they offer through social
services. Are we able to determine in this formula what are the mandated costs by state
and federal government and what are costs associated with local decisions to offer programs
that go beyond the federal and state mandates?

Joe Morrissette: The cost base was all inclusive and included everything that was being
spent in social services. That’s not part of the detail we have in the cost base.

Chairman Headland: If we are truly trying to cover the costs that are federal and state
mandated we should probably try and separate those costs and leave those local decisions
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that have been made a local cost. | struggle with the fact that the state is taking over costs
that have been local decisions in fairness to all tax payers in the state.

Chairman Headland: Is there further testimony in support?

Randi Suckut, Commissioner from Wells County and president of the North Dakota
Association of Counties: Distributed written testimony in support. See attachment #4.
Ended testimony at 53:53.

Chairman Headland: Are you completely secure in the state’s ability to sustain this into the
future?

Randi Suckut: I'm more comfortable than | am relying on property tax payers because |
think that if we don’t do some kind of reform some will come back.

Chairman Headland: As a county commissioner, you hear the same concerns from
taxpayers that we hear. The 12% that we currently offer for property tax relief is a program
we authorize every session, this becomes permanent. \We have some budget problems and
even though the money has been set aside, I'm not certain that we can balance without
making some adjustments. If we take the hold harmless provisions out of the bill to save
costs, how do you feel that it will be received by the property tax payers that you represent?

Randi Suckut: We look at that 12% as not fully sustainable going into the future. The
majority of counties are comfortable with the state taking over the human services and what
it would take from that 12% or losing that 12 percent. We feel that's going to be a reduction
or a loss anyway on the 12 percent.

Chairman Headland: You are comfortable with just the pure costs of taking over the
programs, and if we have to because of budget needs, remove the provisions of the hold
harmless but in the end what you're seeking is still accomplished?

Randi Suckut: Yes, | certainly understand that concern. With the inequity of property tax,
my income taxes are very low in this state | would rather see an income tax base and pay
more.

Chairman Headland: We're not going to have that debate. | appreciate you pointing out
the inequity of taxpayers and how it associates with this bill. Further testimony in support?

Kim Jacobson, Director of Traill County Social Services: Distributed written testimony
in support. See attachment #5. Ended testimony at 1:03:18.

Chairman Headland: In 2015 it looks like you levied a little over 16 mills. In your testimony
you listed the state and federal mandated programs. In Traill County, within that 16 mills,
are you funding any services above and beyond what is listed here?

Kim Jacobson: In Traill County we have our general assistance programs and county
Indigent Burial Program that is mandated by state law and they are 100% county funds to
administer. In addition, we provide a few hours a month of county QSP services which is a
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fee for service that we provide to elderly and disabled individuals who otherwise wouldn’t
have a support to keep safely in their home. That would equate to about 60 hours of service
per month. Everything else we do is federally or state mandated.

Chairman Headland: Probably not a great cost associated with that when you're going
above and beyond. If we're looking at funding the costs of the state and federally mandated
programs, would it be acceptable to separate those costs from the costs of the decision to
fund something above and beyond those and shift those costs to the county’s general fund?

Kim Jacobson: If there was a county delivered service | would say that would be
acceptable, with the exception of the Indigent Burial Program, which is required by law for us
to provide.

Chairman Headland: | understand and | agree. Further testimony in support?

Steve Riser, Director of Dakota Central Social Services: | was also a member of the
interim committee. It was my task to try to determine what those costs were for those county
funded programs. | surveyed all the counties and came up with a number between $200,000
and $300,000. When | came back to the committee with that number, considering the total
price tag of the bill, it seemed like it was a small percent. To gather that data would have
been difficult to do and that was part of the reason we didn’t exclude those costs from the
total cost of the bill.

Chairman Headland: Thank you for that information, that was valuable.

Representative Olson: Would you be able to share any of the work you produced in that
study you were working on for the optional costs?

Steve Riser: Yes, | had a spreadsheet that | gathered and put those costs on so | could
forward that to you.

Vice Chairman Dockter: You are part of the counties that have consolidated (inaudible) so
can you go over that?

Steve Riser: A number of sessions ago the legislature made it possible for counties to join
together and form social service districts if they chose to do so. In 2007 the counties of
Mercer, McLean, Oliver, and Sheridan formed a social service district from one agency that
would provide the social services in those four counties. The major reason we did that was
because we felt we could provide a better quality service to our clients. We were able to
have our staff specialized in certain programs and we were able to serve our clients who
lived closer to the county next to them than in the county they resided in so they could go to
the closest county and serve their needs that way.

Chairman Headland: Why in this environment with the issues of property taxes and property
tax payers, why don’t you think there hasn’t been more consolidation?

Steve Riser: | believe there has been a fair amount of consolidation and working together
of counties. They just haven't joined together to make it formal. If you were to look at a map
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that shows how counties are sharing services, a lot of counties are working together. Our
counties chose to form a district and become more formalized. The year before you became
a district we were sending checks back and forth between the counties that were about
$120,000 so we decided to form a district. There are some who are considering this in the
future based on the outcome of this bill.

Representative Mitskog: | see that as being one of the biggest opportunities is
consolidation of services and efficiencies. Was that information provided and how many
counties have moved into regionalization or districts?

Steve Riser: | know there are two districts; Slope and Bowman County operate as one.
Also, Golden Valley and Billings counties are doing the same thing. There are a number of
counties sharing services just with agreements. There are eight units who are sharing a
director in the state; 19 counties and that’s just the Social Service Director.

Chairman Headland: Is there further testimony in support?

Pete Hanebutt, North Dakota Farm Bureau: \We are supporting this bill. We believe this
will help us with property tax relief which is always an important thing to our members.

Chairman Headland: Any concern about sustainability?
Pete Hanebutt: Let's cross that bridge when we come to it but for now, no.

Chairman Headland: Is there further testimony in support? Is there opposition to SB 22067
Do we have any questions for the Tax Department? Closed hearing.

Additional testimony distributed but not presented from Blake Crosby, North Dakota League
of Cities. See attachment #6.
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Explanation or reason for introduction of bill/resolution:

A bill relating to the transition of funding responsibility for county social services from the
counties to the state and a credit against payments in lieu of taxes paid by centrally assessed
companies; relating to county and multicounty social service board budgets, county general
fund levy limitations, and property tax statements; relating to the county human services fund,
the human services grant program, county property tax levy authority for social services, and
the state-paid property tax relief credit; and to provide an effective date.

Minutes: Attachment #1

Chairman Headland: Distributed proposed amendment 17.0760.02005 drafted by
Representative Carlson. See attachment #1. Explained the amendment. This amendment
says it is the intention to move forward with implementation of taking over the social services
from the county and eliminating the mills available to the counties for the social services. It
further discusses that a committee will be put together that will include legislators by the
director of the Department of Human Services. He will select the people that he believes
needs to have input, which | assume would include county and other people. We’re going to
look at developing a plan that could possibly include a pilot project regarding the
consolidation amongst a group of counties. A study would be looking at staffing,
considerations of oversight and chain of command, recommendations for caseloads, welfare
services, and economic assistance. The plan must consider the delivery of the county social
services to ensure that appropriate and adequate levels of service continue. The focus is
going to be making sure that we are going to continue at the level of programs that exist
today. The plan has to be brought by the Department of Human Services to the next
legislature. It was the belief of leadership in the House of Representatives that the funding
mechanism, the plan that was put forward by the interim committee, doesn’t answer all of the
questions that needs to be answered to move this program forward today. This is what the
hog house amendment will do. Committee, let's have discussion.

Representative B. Koppelman: Is it the intent of the House, if we were to pass this, we are
moving towards covering our mandate but doing it from the perspective of providing the same
service to the citizen in an efficient way as opposed to trying to gear it toward how counties
currently levy?
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Chairman Headland: | think you are. The intent of the amendment is to develop a plan that
moves us into the takeover of the social services, but there are some questions about
efficiencies and chain of command. Who'’s in charge? These questions were brought to us
by the Department of Human Services. We couldn’t answer them because | don't think the
current bill addresses these concerns. It was the decision of Representative Carlson, our
leader, to slow down the process for a couple more years and get our answers to these
questions. If a plan can be brought forward that we believe would do what we want it to do,
we would move that legislation forward and adopt it in the next biennium.

Representative Ertelt: | had concerns with the bill as presented with the automatic inflation
for the next two or three years. While | understand that it's less than historic growth we're
tight on money, so I'm a little concerned with the bill that we initially had before us that we
wouldn’t be able to fund. Although this is a drastic departure from what the bill initially would
have done as far as timing, | think it probably deserves a little more time to flush out a plan
that has more of the questions answered in how we're going to fund it going forward and the
ability to do so.

Chairman Headland: That was one of my main concerns in moving the bill forward in its
current form is sustainability. We’ve set a bucket of money aside to deliver property tax relief.
Without knowing what is going to happen with revenues, to take over this huge commitment
at this time while we're making some pretty significant reductions in budgets across the
board, | don’t believe it's the right time to do it. I'm in total agreement with our leader on that.

Representative Steiner: | agree. | had some concerns on the hold harmless element. It
does say we are going to move forward with it, which we should. | want to make sure it's
efficient so it doesn’t cost the taxpayer more than it should. | like the amendment.

Representative Howe: It says efficiencies and consolidation. | was just elected in
November and campaigned with Governor Burgum and that was part of his campaign; right
sizing government and consolidation. | hope in the interim we could look at that and really
get it right. I'm in favor of this amendment.

Vice Chairman Dockter: We put a lot of time and effort into this during the interim. 1 still
believe the bill we had before would drive efficiencies and consolidations over time. | will be
supporting this amendment due to the budget situation we are in. | believe what we have in
place would work but with the budget | understand the situation we’re in so | will support this
amendment.

Chairman Headland: | sat on the interim committee as well and | think we were all led to
believe it would generate some efficiencies and consolidation over time. | don’t think we can
say with certainty that it will occur. We are just going to try and get the questions answered
and be assured that before we take over a program, we are going to be able to achieve some
efficiencies.

Vice Chairman Dockter: With any other funding we've had in the past we come back every
two years to make adjustments if needed. | hope going forward we find the efficiencies and
we get the support in 2019 so we can pass this. We need to provide the services we currently
have and be more efficient saving the taxpayers’ dollars. My main concern is saving the
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taxpayers’ dollars. | think the Finance and Tax Committee has done an excellent job this
session with that.

Chairman Headland: | think we should have a motion to keep discussing this amendment.
Representative Steiner: MADE A MOTION TO ADOPT AMENDMENT .02005
Representative Howe: SECONDED

Chairman Headland: Is there any discussion? | think it's clear by this amendment that the
House of Representatives intends on moving forward with full implementation of the takeover
of social services with a plan that's developed in how to do it and answer the questions within
the study. The public needs to understand the intention.

ROLL CALL VOTE: 11 YES 1NO 2 ABSENT

MOTION CARRIED TO ADOPT AMENDMENT 17.0760.02005

Chairman Headland: We have amended SB 2206 bill before us.
Representative Howe: MADE A MOTION FOR A DO PASS AS AMENDED
Representative Steiner: SECONDED

Chairman Headland: Is there any discussion?

Representative B. Koppelman: | hope the legislature moves forward at some point with
funding the mandates we require. That may not always be synonymous with taking over
social service because it may not include the things we don’t mandate that many counties
choose to provide. | hope that's where we end up and we do it in the most efficient way
possible. Some of the counties either have joint agreements, which is consolidation light,
and some have consolidated and they are finding efficiencies. Hopefully, we can find regional
efficiencies and that the result of this new amended language will get us there.

Chairman Headland: You made a good point. In the process that led up to having this
amendment drafted, we looked to try and find out what the dollar amount of those non-
mandated programs were but we never received a concrete definite answer. | think it's really
things like that which adds for a basis of taking a little more time to make sure we get it
absolutely right before we take it over. Is there any other discussion?

ROLL CALL VOTE: 11 YES 1NO 2 ABSENT
MOTION CARRIED

Chairman Headland will carry this bill.
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Explanation or reason for introduction of bill/resolution:

A BILL relating to the transition of funding responsibility for county social services from the
counties to the state and a credit against payments in lieu of taxes paid by centrally
assessed companies; relating to county and multicounty social service board budgets,
county general fund levy limitations, and property tax statements; relating to the county
human services fund, the human services grant program, county property tax levy authority
for social services, and the state-paid property tax relief credit; and to provide an effective
date.

Minutes: Attachment #1-5

Bill rereferred back to committee.
Chairman Headland: Opened hearing.

Representative Carlson: Distributed proposed amendments and summary of 2017-19
biennium estimated state-paid property tax relief. See attachments #1-4. | have some
amendments for the taking over of the county social services. As you passed it out of here
it was going to be a study. That study was going to look at consolidation, aggregation,
efficiencies, and a lot of other things. Originally we tried to find a method where instead of a
complete takeover which included inflators that included hold harmless clauses, those hold
harmless clauses were put in place to make sure the 12% number was retained. These
counties are all over the place in terms of mills and percentages of property taxes paid for in
social services. There was a lot of resistance including the counties saying that was not the
right way to go. For the last week or so we’ve been working on how to address the issue of
taking it over in an efficient manner when we get those various things in the study.
Representative Carlson discussed the proposed amendments. I'm happy with the way this
is now written. I’'m concerned about property tax reform as well as us taking over property
taxes. So far we haven't had much success getting our reform package taken care of in the
Senate. This summary makes the entire state a pilot project for two years. In other words,
we will be taking over the social services for a two-year period of time and it will be a state
paid county social services with a direct reduction to our taxpayers for whatever that may be
in those counties. The pilot program provides for elimination of county levy and the state
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payment of county services for calendar years 2018-19. The taxes are paid on an annual
basis so when you get your bill for 2017 you’re paying your 2017-18 taxes. They need to
have this number as they prepare the 2018-19 budget. It takes it over for two years and the
Department of Human Services must report to Legislative Management on the status of the
pilot program before November 1, 2018 and submit to the 2019 Legislative Assembly a plan
for the permanent implementation of a formula providing for state payment of county
economic assistance and social service costs. This also rolls in with the other programs we
took over. The county payments rate per case-month for economic assistance cases and
social service cases will be determined by dividing a county’s 2015 caseload totals for each
case type by the net amount expended by that county to administer each case type in
calendar year 2015. We had to have a baseline somewhere. That basic crux of this bill is
the same except the inflators are gone and the hold harmless is gone. Representative
Carlson continued reading the proposal for state paid county social services costs handout.
We put the appropriation in this bill but it's also in the Human Services budget. They have
to make sure they get that corresponding reduction or we're short $26 million as we go to the
finish line on the budget. They are aware that number is in this bill as well. It was
Representative Delzer's request that we put the appropriation of this bill to make sure we
didn’t have that duplication problem in a time when we're really short of revenue. The key to
this is that the whole time this is happening it is based on the 12% that we were paying to
people’s property taxes. 2017 is covered because the 2017 taxes have already been
assessed for 2018 so we have to make sure our 12% commitment is complete for 2017. In
2018 and 2019 those numbers will be based on the formula of $161 million that we just put
forward here. On the back of this handout you'll find the counties with a percentage of what
percent of your tax will be when we take over those county social services. The tax relief
fund is projected to have this $300 million on July 1, 2017. When we look forward at
balancing this budget everybody wants to protect the 12 and the 12 but had we not looked
at this bill so those numbers would probably have been 8% and 4% going in to 2018 and
2019. We need that additional revenue to balance the books. We're not going to raise taxes
so you have to make a decision on how you're going to balance this budget. As we went
through this | became a proponent when we decided we were going to take away the inflators
and the hold harmless. Towards the end of the bill is the language to study the bill and says
Human Services will find consolidation, aggregation, and you will submit a plan for those
things in the next Human Services budget. The study didn’t go away; the study just became
something they must do. In exchange for this | believe we need to look at aggregation and
consolidation. If we're paying the bill, then we should have some say in what’'s going on.
The 12% buy down for the 2019-21 budget that property tax relief bucket is not going to be
$300 million but it is going to be $200 million and that money will be set aside subject to this
pilot being successful and that there is some consolidation, aggregation, and more facts and
figures on this. That money will be available for funding those social services in keeping that
mill levy down the next biennium. The last part talks about the 12% credit. The current cost
estimate has gone down a bit to $241 million which requires a deficiency appropriation of $8
million to be provided to this assembly to fully fund the program. We were anticipating that.
On the back you'll see the percent of total taxes. Joe, from the Tax Department, has some
more current information on that but he can talk to that when he gets up here. There are
going to be some significant changes in this. We have eight regional Human Service Centers
who are also doing different things but they have a general fund budget of $115 million. We
need to make sure the services people got before still have access to them. There is work
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to be done during the interim to see if there is a viable path for consolidation, aggregation,
and how we reimburse on these cases.

Chairman Headland: After reading through this | believe this is an easier concept to
understand. We'll have somebody from council go through this section by section.

Representative Carlson: | brought Al Knudson from the fiscal side down to answer any
fiscal questions and how the mechanics of this works. | haven't talked to the counties about
this. Maybe when they know there is consolidation and aggregation they might not be as
happy of us taking this over, but the reality is if the state is going to take this over we need to
make sure this is the most efficient services that's provided to our citizens. We need reform
and we need to be smart when we take this over. | think this bill allows us a path to do that.
If it doesn’t work two years from now, then we get out of it. The Human Services Department
is more than willing to dig into this and see how we best tie these services and our Human
Service Centers and how we become better at what we're doing. | believe this is a better
product and | think this gives the counties what they're looking for now.

Representative Hogan: | think this has some reasonable components and I'm pretty
pleased with this. The actual payment would begin in 2018?

Representative Carlson: January 10, 2018. It will be in two installments.

Representative Hogan: My initial reaction to this is very positive. Regarding your
comments on consolidation and aggregation, | agree with you that there have been so much
shared services but to have a formal structure for that is a really good partnership with the
Department of Human Services. | want to make sure everyone is clear that we’re not moving
towards state administration, we’re maintaining county employment of social service. | think
that assures that the local services maintain.

Representative Carlson: | would say we should move towards having them be our folks.
For a lot of counties this is economic development. We still need people in the counties for
people to get the services they need. We may not need as many people out there but we
will determine that at the end of the pilot program.

Representative Hogan: The counties provide significant partnerships with the county
sheriff, and all the in lieu of activities with administrative costs. | think that study will help
point out those who pay the payroll has such a tight partnership and assuming all those
infrastructure costs by the state may be costlier. I'm comfortable as we study it but | think
we have to look at the whole; clients first and cost effective second. | think we can make this
work.

Representative Carlson: One thing we lose sight of is who we work for and that's the
people. We can't lose track of that; it's people who are out there receiving these services.
In the 2017-19 biennium the property tax being provided to our citizens with the proposed
takeover of county social services is $161 million, we've taken over $895 million worth of
property tax relief for education, we've taken over $14.8 million for homestead tax credits,
we've taken over $8.1 million for veterans’ tax credits, we've taken over $24.1 million of the
clerks of court, and the total of all these is $1.1 billion. You now have a decision to make
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whether you stay with the original study or whether you want to go with this proposal for the
next two years. Whatever you do we have to move this bill forward. We’ve spent a lot of
time over the last 10 days working on this and | think this is the most workable thing we came
up with.

Chairman Headland: We'll have Emily walk us through the bill as it is now.

Emily Thompson, Counsel, Legislative Council: Started with the explanation of the
amendments at 26:34 as on the marked up version of the bill (attachment #1). Ended the
explanation at 39:55.

Representative Hogan: I'm trying to understand the fact that we didn’'t use an inflator.
We're using a 2015 base and with no more than 105% if a county has had increases between
2015-2018 and they also have caseload increases, does that 5% include caseload increases
and inflationary costs?

Emily Thompson, Counsel, Legislative Council: That's correct.

Representative Hogan: There could be some pretty substantial consequences. If you had
increases in caseload and inflationary costs this could result in some reduction in service.
I’'m going to support this but | just want it on the record that this could have a significant
reduction in current funding based on 2017.

Chairman Headland: That could be possible but those are the latest numbers we have so
we don’t have any idea.

Emily Thompson, Counsel, Legislative Council: The only other piece | will direct you to
is on page 18 of the bill. If there are unforeseen circumstances and the formula is not
sufficient to meet a service area’s expenses, the language is still in the bill from its original
and states the Board of County Commissioners can approve a transfer from the county
general fund to the human service fund if a majority of all the members approve that. There
is a little bit of a cushion.

Representative Mitskog: It gives some flexibility for local control. | am encouraged by the
new language of this amendment.

Chairman Headland: Joe, did you want to come to the podium?

Joe Morrissette, Tax Department: Distributed updated information on 2016 tax year social
service taxes. See attachment #5. | have an updated version of what Representative
Carlson distributed earlier. This shows more current numbers in relation to the 2016 tax year
levies and what percentage those social service levies are of the total taxes that were levied.
Overall it remained at about 6% of the total taxes just like it was on the 2015 tax year
information Representative Carlson handed out. This reflects just the social service levy
which has the 20 mill cap. That is the only levy authority that would be removed in the pilot
project because that is the only remaining social service levy that counties have.
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Representative Steiner: Stark County shows 5.8% of total taxes which is 12.66. Is that
saying that is replaced by this bill completely? The taxpayers will not see a difference in this
particular instance?

Joe Morrissette: This is saying in the most current tax year, 2016 tax year, in Stark County
5.8% of the taxpayer’s bill on average was for social services taxes which was 12.66 mills.
Those mills would not be levied in the future because that authority would go away. Based
on this tax year that would equate to around a 6% reduction in the overall taxes in the county.

Chairman Headland: The reduction is going to be at the county level. How do cities levy?
Does the county’s portion for social services reflect on a city’s property tax statement as it is
on a county’s?

Joe Morrissette: That is levied county-wide on all the property in the county so every
taxpayer pays that. It makes up a different percentage of each individual taxpayer’s bill.

Chairman Headland: If you lived in the city you would have a 12% reduction and the overall
city levy as well, which is not going to be reflected anymore because we're only reducing the
county’s portion of their levy now, correct?

Joe Morrissette: Yes. Every taxpayer in the county would get the same benefit in terms of
not having to pay 12.66 mills that the county was levying. Depending on whether you live in
a big city, small city, or rural area those taxes may be a different percentage of your tax bill.
This is just an average.

Chairman Headland: | just wanted to make sure everybody was clear on that.

Vice Chairman Dockter: We're taking out the hold harmless. Under the hold harmless
formula there were 41 counties that would be on the hold harmless formula. If we just did
the social services portion everything stays the same?

Joe Morrissette: | believe that's correct. There were seven or eight service areas or
counties when their formula payment would equal more than what they would have received
under the 12% on distribution.

Chairman Headland: I'll now allow for some discussion amongst the audience.

Representative Weisz: This committee needs to look at page 17 where it talks about the
105 percent. The county doesn’t determine caseloads, we do. If you have a 15% growth in
caseload, it's now by this definition that they have to go to the taxpayers and get them to pay
for that additional administration cost of the extra 15% of the caseload. The point of doing
this is to ensure that state mandated services aren’t being paid by local property tax dollars.
This committee needs to take a close look at how you'’re dealing with increase in caseload.

Chairman Headland: How would we fix that in the current language?

Representative Weisz: You already have the formula. You're taking the caseload by the
expenditures they had in 2015. | think you would apply that for increase in caseload. You
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would give them a maximum of 105% but allow that if the caseload went up by 10% in a
particular area you're adjusting say $500 per case, they would have that increase over and
above the 105% for those additional caseload. When you tell them they have to go to the
people and raise the general levy it negates part of what we're doing here in trying to truly
shift this to the state which it really should have been.

Chairman Headland: | agree with what you're saying but we don’'t know what those
caseload number increases are so how would we budget for that? That might add quite a
bit of cost and increase the appropriation but we have no way of knowing it so how would we
account for that? Would it be workable that we allow the county to add over this two-year
period and it would be determined what those numbers are then it would help the study group
factor in what would be presented to the next session.

Representative Weisz: Certainly you can'’t predict exactly but that's what we do when we’re
doing the human services budget. We’re always making predictions of what the caseload
numbers are going to be. | think there needs to be a small fudge factor because in general
caseloads are going to go up statewide, but you're going to have individual counties that may
have increases. It's not fair to punish them.

Chairman Headland: I'll look into it a little bit and see if we can work that out and <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>