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SUMMARY
BRIEFLY—THIS REPORT SAYS

ADMINISTRATIVE RULES COMMITTEE

The Council reviewed all state administrative agency
rulemaking actions from November 1996 through
October 1998. The Council approved extensions of time
for three agencies to adopt rules and withdrew a
committee objection filed in 1992. The Council voided a
Public Service Commission rule that had been adopted
on a trial basis to give local telecommunications service
providers the right to deny a customer access to long-
distance services if the customer is delinquent in
payment for long-distance services. The Council consid-
ered voiding of rules of the Game and Fish Depariment,
relating to hunting and fishing guides and oultfitters, and
of the Department of Human Services, relating to licen-
sure of child care facilities, but withdrew the motions

after amendments were made to the rules in question.

The Council considered voiding of rules of the State
Department of Health relating to the state trauma system
but withdrew the motion after receiving more information
about the operation of the system.

The Council recommends House Bill No. 1023 to
provide that an administrative rule will be effective only
until August 1 after the next regular legislative session
following the effective date of the rule unless the rule is
designated by the Administrative Rules Committee as
procedural or interpretative. The Council recommends
House Bill No. 1024 to allow the Administrative Rules
Committee to call up administrative rules for review and
those rules would be subject to the authority of the
committee to file an objection or to void the rule. The
Council recommends House Bill No. 1025 to provide that
an agency may not adopt rules from federal guidelines
which are not relevant to state regulatory programs. The
Council recommends House Bill No. 1026 to provide that
an agency may adopt an administrative rule only when
the rule falls within an area in which the agency has
been specifically required or authorized to adopt rules.
The Council recommends Senate Bill No. 2027 to
require administrative rulemaking notices to be published
in each official county newspaper rather than in each
daily newspaper in the state.

ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

The Advisory Commission on Intergovernmental
Relations studied the feasibility and desirability of
restructuring county government. The Council makes no
recommendation regarding the restructuring of county
government.

The commission received testimony and reports
regarding the shift of liability from the state to political
subdivisions and mill levy consolidation.

The commission administered a program of local
government efficiency planning grants pursuant to North
Dakota Century Code (NDCC) Section 54-35.2-02.1,
The commission received final reports about the
remaining two grants. Because the local government
efficiency planning grant program has not received an
appropriation since the 1993-95 biennium, the Council
recommends Senate Bill No. 2028 to repeal the local
program.

BUDGET SECTION

The Council received reports from the Office of
Management and Budget on the status of the state
general fund. The Council also received reports from the
Office of Management and Budget on the 1997 flood
disaster and irregularities in the fiscal practices of the
state.

The Council approved nonresident tuition rates
proposed by the Board of Higher Education and recom-
mends Senate Bill No. 2029 to eliminate the Budget
Section approval requirement. The Council authorized
the expenditure of other funds for capital projects at the
Williston Research Extension Center, the University of
North Dakota, and North Dakota State University and
recommends Senate Bill No. 2030 to authorize the
University of North Dakota to construct a building for use
as a university bookstore and other retail businesses and
to appropriate $4.5 million for the construction. The
Council also received a report on Federal Emergency
Management Agency reimbursements to the University
of North Dakota.

The Council received reports from the Department of
Human Services on the status of various computer
projects, welfare fraud detection programs, full-time
equivalent positions, the adult developmentally disabled
children subsidy pilot program, and block grant
accountability.

The Council approved the sale of Westwood Park
property to the Walsh County Historical Society and
received reports on the balance of the Job Insurance
Trust Fund; the administrative costs of regional and tribal
children’s services coordinating .committees; Veterans
Home management, budgeting, and accounting prac-
tices; an assessment of the State Historical Society;
salary adjustments provided by the Workers Compensa-
tion Bureau; and federal funds received by state
agencies. '

The Council recommends Senate Concurrent Resolu-
tion No. 4001 to authorize the Budget Section to hold
legislative hearings required for the receipt of federal
block grant funds.

The Council considered and approved 94 requests
for increased spending authority or transfers of spending




authority which were approved by the Emergency
Commission.

BUDGET COMMITTEE ON
GOVERNMENT FINANCE

The Council studied the current budget process, the
results of the program-based performance budgeting
pilot project, budget reforms in other states, and the
feasibility of developing a legislative budget. The
Council recommends Senate Bill No. 2031 to create a
legislative budget committee under the Legislative
Council to coordinate and direct activities involved in the
development of budget recommendations during the
interim and as needed during the session to assist the
Legislative Assembly in developing the final legislative
budget. The Council recommends that if the program-
based performance budgeting pilot project continues, the
Appropriations Commitiees review agency performance
and create, with agency involvement, performance
measures for these agencies. The Council expresses
support for the Department of Human Services using the
budget presentation format recommended by the Public
Administration Service and approved by the Budget
Committee on Human Services and recommends that
the Legislative Assembly be supportive of other agencies
making their budget presentations using a similar format.
The Council recommends that these items be consid-
ered as part of future changes to the budgeting process:
(1) the involvement of new technology in budget presen-
tations; (2) the availability of budgetary information
online; (3) the effect of budget recommendations on
future budgets; and (4) adequate information be
provided supporting agency budget requests, executive
budget recommendations, statements of purpose of
amendment, and fiscal notes.

The Council studied the state's investment process
as it relates to the state bonding fund and fire and
tornado fund and monitored the performance of all
investments of the state investment board and the board
of university and school lands.

The Council studied the adequacy of transportation
funding in the state.

The Council monitored agency compliance with legis-

lative intent included in the 1997-99 appropriations,
reviewed the status of major state agency and institution
appropriations, and received reports on oil tax revenues.

BUDGET COMMITTEE ON
GOVERNMENT SERVICES

The Council monitored mental health and foster care
services, including changes in the role of the State
Hospital, psychosocial rehabilitation centers, and club-
house projects; the effects of welfare reform on the
delivery of mental health and foster care services;
methods used to place children in the custody of the divi-
sion of juvenile services; methods used to place children
in residential child care facilities and residentia!l treatment

centers; methods of setting and levels of reimbursement
for residential child care facilities and residential treat-
ment centers; and items of legislative intent regarding
mental health and foster care services. The Council
recommends that the Legislative Assembly, through its
Appropriations Committees, review the status of admin-
istrative rule changes affecting residential child care
facility cost reimbursements and evaluate components of
the reimbursement system including the limit on social
service rate reimbursement, the limit on salaries eligible
for reimbursement, the limit on administrative costs
eligible for reimbursement, and the ineligibility for reim-
bursement of expenditures made with donated or grant
income.

The Council received a report from the Department of
Human Services on the hiring of full-time equivalent
positions at the human service centers, the State Hospi-
tal, and the Developmental Center in addition to those
authorized for the 1997-99 biennium.

The Council received a report from the Office of
Management and Budget on state employee compensa-
tion issues. The Council recognizes that “compression”
within pay grades is a problem and recommends that the
Legislative Assembly provide, to the extent possible, that
a portion of salary increase funding approved by the
Legislative Assembly be distributed to employees based
on performance in order to help address the compres-
sion problem. The Council recognizes that some
employees in lower pay grades are not receiving
adequate salaries and that the state health insurance
plan is an important benefit for state employees, but the
levels of deductibles in coinsurance can be a burden for
these lower paid employees. The Council recommends
that the Legislative Assembly consider options for
increasing the salary levels for lower paid employees
and lowering health insurance deductibles and coinsur-
ance percentages in the state health insurance contract.

- BUDGET COMMITTEE ON
HUMAN SERVICES

The Council studied the Department of Human Serv-
ices. The Council recommends Senate Concurrent
Resolution No. 4002 to urge the continued cooperation
and coordination among county social service agencies
to provide for the delivery and administration of social
services in a cost-effective and efficient manner and to
provide for reports to the Legislative Council. The
Council also recommends Senate Concurrent Resolution
No. 4003 to recommend the Department of Human Serv-
ices implement recommendations to improve its adminis-
trative structure and enhance its budget presentation
methods.

The Council studied the responsibilities of county
social service agencies as distinguished from the
responsibilities of regional human service centers and
the Department of Human Services and the provision of
services to children and their families and persons with



disabilities, including the elderly. The Council recom-
mends Senate Bill No. 2032 fo require the Department of
Human Services to pay the cost, in excess of the federal
share, of assistance provided adopted children with
special needs and related administrative costs.

BUDGET COMMITTEE ON
LONG-TERM CARE

The Council studied basic care rate equalization,
including the cost impacts to the state and private pay
residents. The Council recommends Senate Bill
No. 2033 to repeal basic care rate equalization and to
change the definition of a private pay resident to inciude
a managed care entity as a payer exempt from rate
equalization.

The Council monitored the implementation of the
projects developed by the Department of Human Serv-
ices related to the conversion of existing nursing facility
or basic care capacity for use by the Alzheimer's and
related dementia population and the implementation of
an expanded case management system for elderly
persons and disabled persons. The Council recom-
mends Senate Bill No. 2034 to authorize the Department
of Human Services to continue the approved Alzheimer’s
and related dementia population pilot projects during the
1999-2001 biennium.

The Council studied the means of expanding home
and community-based services availability, options for
training additional qualified service providers, the
adequacy of geropsychiatric services, and the feasibility
of combining service reimbursement payment sources to
allow payments to flow to a broadened array of elderly
and disabled service options. The Council recommends
House Concurrent Resolution No. 3001 to provide for a
Legislative Council study of the expansion of psychiatric
and geropsychiatric training for general practice and
family practice physicians at the University of North
Dakota School of Medicine and Health Sciences. The
Council recommends Senate Bill No. 2035 to provide an
exception to the case mix system of nursing home reim-
bursement to allow for the establishment of one 14-bed
~ geropsychiatric nursing unit within an existing nursing
facility.

The Council studied American Indian long-term care
needs and access to appropriate services and the func-
tional relationship between state service units and the
American Indian reservation service systems. The
Council recommends House Concurrent Resolution
No. 3002 to provide for a Legislative Council study of the
American Indian long-term care and case management
needs. :

The Council studied long-term care financing issues
to determine the changes necessary to develop alterna-
tive services and the feasibility of a managed care
system for long-term care services. The Council recom-
mends Senate Concurrent Resolution No. 4004 to
provide for a Legislative Council study of an incentives
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package to assist rural communities and nursing facili-
ties in closing or significantly reducing bed capacity and
providing alternative long-term care services; House
Concurrent Resolution No. 3003 to provide for a Legisla-
tive Council study to determine if the mill levy match
program could be expanded to enhance home and
community-based service availability; Senate Bill
No. 2036 to repeal basic care and assisted living and to
create an adult residential care facility classification
effective July 1, 2001; Senate Bill No. 2037 to provide for
the implementation of a targeted case management
program and a requirement that any Medicaid-eligible
individual obtain a preadmission assessment to deter-
mine the type of services necessary to maintain that indi-
vidual, Senate Bill No. 2038 to maintain the moratorium
on nursing facility basic care beds through the
1999-2001 biennium and to provide an exception to the
basic care bed moratorium for the establishment of a
traumatic brain-injured facility in western North Dakota;
and House Concurrent Resolution No. 3004 to provide
for a Legislative Council study of the swing-bed process.
The Council also recommends that the Department of
Human Services rebase the long-term care payment
reimbursement system.

CHILD SUPPORT COMMITTEE

The Council studied the provision of child support
services and child care licensing in this state, and
whether child support services and child care licensing
can be more efficiently and effectively provided and, if
s0, by which agency or unit of government. The Council
makes no recommendation regarding the provision of
child care licensing because it may be premature to
make changes regarding the provision of child care
licensing services before the impact of the recent funding
“swap” is fully understood.

The Council studied the issues of fairness and equity
as they relate to the child support guidelines and the
issuance and enforcement of child custody and visitation
orders. The Council recommends House Bill No. 1027
to authorize courts to order a child support obligee to put
a portion of the child support contribution into trust for
the child’s support and welfare; House Bill No. 1028 to
provide that for purposes of determining gross income
for purposes of establishing child support, gross income
does not include an employee benefit if the employee
may not lawfully liquidate the benefit without an income
tax penalty and if the employee has no significant influ-
ence or control over the nature or amount of the benefit;
House Bill No. 1029 to authorize courts to exclude an
obligor’s income from overtime and second jobs from the
determination of gross income for purposes of estab-
lishing child support; Senate Bill No. 2039 to provide that
the child support guidelines created by the Department
of Human Services must include consideration of the
length of time a minor child spends with the child’s
obligor parent; Senate Bill No. 2040 to provide parents



with specific rights and duties and provide that courts
must include these rights and duties in child visitation
orders and to allow courts, as a part of child visitation
enforcement proceedings, to use any appropriate
remedy that is available to enforce a child support order;
House Concurrent Resolution No. 3005 to provide for a
Legislative Council study of the feasibility and desirability
of facilitating pro se representation in domestic relations
matters; and House Concurrent Resolution No. 3006 to
express approval of the actions taken by the State Bar
Association of North Dakota Joint Task Force on Family
Law to facilitate and promote mediation as a method of
addressing family law matters.

COMMERCE AND AGRICULTURE
COMMITTEE

The Council studied economic development functions
in this state, including those of the Bank of North Dakota,
Technology Transfer, Inc., the North Dakota Develop-
ment Fund, the Department of Economic Development
and Finance, and other related state agencies. The
Council makes no recommendation regarding this study.

The Council studied the availability of affordable
housing in the state. The Council makes no recommen-
dation regarding this study.

The Council received a report regarding administra-
tive, statutory, and unemployment insurance tax struc-
ture changes that may be proposed by Job Service
North Dakota for consideration of the 56th Legislative
Assembly; the laws and rules regarding animal confine-
ment feeding operations in the state; the annual evalua-
tion of research activities and expenditures by the Agri-
cultural Research Board; the annual report of the State
Board of Animal Health; the annual report of the Depart-
ment of Economic Development and Finance regarding
loan performance and performance of the department; a
report from the Workers Compensation Bureau
regarding its safety audit of Roughrider Industries work
programs and its performance audit of the modified
workers' compensation program; a report from the
Workers Compensation Bureau regarding its study of
wage-loss benefit structure; a report from the State
Board for Vocational and Technical Education regarding
its progress in coordinating statewide access to work
force training programs; and a report of the Agricultural
Experiment Station regarding the study of the feasibility
and desirability of industrial hemp production in the state.

CRIMINAL JUSTICE COMMITTEE

The Council studied the awareness of, prevention of,
treatment of, effects of, and deterrents to child sexual
abuse. The Council recommends House Bill No. 1030 to
require a public or private institution offering elementary
or secondary education to disclose records to the child
fatality review panel or a coroner. The Council studied
statutory provisions that relate to sexual offenses. The
Council recommends House Bill No. 1031 to require the
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letter “Y” to be placed on the driver's license of a felo-
nious sexual offender and an individual who has
committed a felony against a child.

The Council studied delinquency and crime preven-
tion and dispositional alternatives. The Council recom-
mends House Bill No. 1032 to except a child from being
listed in the law enforcement data base as the result of
that child's first adjudication for simple assault.

EDUCATION FINANCE COMMITTEE

The Council studied the financing of elementary and
secondary schools, the availability of state support for
school construction, the formulas used to equalize state
aid for student transportation and special education,
funding sources that would be alternatives fo property
taxes, and other issues related to the financing of
elementary and secondary education. The Council
recommends Senate Bill No. 2041 to increase from
$25 million to $40 million the limit for school construction
loans made from the coal development trust; Senate Bill
No. 2042 to allow for the withholding of state aid
payments to a school district if the district fails to make
full and timely payments on any evidences of indebted-
ness sold to the Bond Bank; and House Bill No. 1033 to
require that each school district offer all educational
grade levels from 1 through 12 on or before June 30,
2002, or become attached, through reorganization or
dissolution, to a district that does offer those grade
levels.

EDUCATION SERVICES COMMITTEE

The Council studied NDCC Title 15 provisions that
relate to elementary and secondary education. The
Council recommends House Bill No. 1034 o rewrite
those portions of Title 15 which relate to the State Board
of Public School Education, the Superintendent of Public
Instruction, the Department of Public Instruction, the
Compact for Education, the North Dakota Educational
Telecommunications Council, schools, school districts,
military installation school districts, school boards,
county committees, county superintendents of schools,
school district boundaries, students, chemical abuse
prevention programs, postsecondary enroliment options
programs, and adult education. The Council also recom-
mends House Bill No. 1035 to reconcile references to
Title 15 found in other portions of the Century Code and
House Concurrent Resolution No. 3007 to provide for a
Legislative Council study to continue the revision of
those provisions of NDCC Title 15 which relate to
elementary and secondary education.

The Council studied the desirability of requiring that a
core curriculum be taught from kindergarten through
grade 12. The Council makes no recommendation
concerning this study.

The Council received reports regarding the receipt of
county plans assigning the duties of county superinten-
dents of schools, the home schooling of children with



autism, the leadership in educational administration
development consortium’s training programs for teachers
and administrators, and the coordination of statewide
access to work force training programs.

ELECTRIC UTILITIES COMMITTEE
The Council studied the impact of competition on the
generation, transmission, and distribution of electric
energy within this state; reviewed electric industry
restructuring initiatives in other states; reviewed federal
restructuring initiatives; reviewed electric utility taxation
in other states; received information from an electric
industry taxation task force; reviewed the operation and
effect of the Territorial Integrity Act; and monitored the
year 2000 problem as it affects electric utilities. The
Council recommends House Bill No. 1036 to authorize
the Public Service Commission to request from any
North Dakota electric, gas, telephone, or pipeline public
utility and generation and transmission rural electric
distribution cooperative information on activities by that
utility or cooperative to ensure that the year 2000

computer problem is addressed in a timely manner.

EMPLOYEE BENEFITS PROGRAMS
COMMITTEE

The Council solicited and reviewed various proposals
affecting retirement and health programs of public
employees; obtained actuarial and fiscal information on
each of these proposals and reported this information to
each proponent; and received a report from the Office of
Management and Budget and the Public Employees
Retirement System concerning pension portability.

The Council studied public employee health insur-
ance benefits and makes no recommendation
concerning this study.

GARRISON DIVERSION OVERVIEW
COMMITTEE

The Council received project updates from represen-
tatives of the Garrison Diversion Conservancy District,
State Water Commission, United States Bureau of
Reclamation, and the United States Fish and Wildlife
Service; information on the Dakota Resources Act of
1998; updates concerning Devils Lake flooding; and
information concerning the promised payment plan.

The Council studied the establishment of watershed
districts to manage water based on watershed bounda-
ries and makes no recommendation concerning this
study.

INFORMATION TECHNOLOGY COMMITTEE

The Council studied emerging technology and evalu-
ated its impact on the state's system of information tech-
nology. The Council reviewed the process state
agencies followed in developing information technology
plans and the development of the statewide information

technology plan. The Council reviewed an inventory of
the statewide network and assessed requirements for a
statewide network. The Council recommends Senate
Bill No. 2043 to establish an information technology
department responsible for planning, selection, and
implementation of telecommunications for all state agen-
cies and for counties, cities, and public elementary and
secondary schools. The Council recommends Senate
Bill No. 2044 to establish a Legislative Council informa-
tion technology committee with responsibility for estab-
lishing statewide goals and policy regarding information
systems and technology and reviewing activities of the
newly created information technology department.

The Council reviewed year 2000 computer compli-
ance efforts and recommends House Bill No. 1037 to
limit state and political subdivision liability for failure to
become year 2000 compliant.

INSURANCE AND HEALTH CARE
COMMITTEE

The Council studied emergency medical services.
The Council recommends House Bill No. 1038 to provide

that the formula used by the State Department of Health

to distribute equipment grants to ambulance services for
prehospital emergency medical services equipment must
consider the ambulance services' expenses that are not
dependent on response volume, and to appropriate
$3,800,000 to the State Department of Health for the
purpose of defraying expenses of prehospital emergency
medical services; and House Bill No. 1039 to require
insurance companies, nonprofit health service corpora-
tions, and health maintenance organizations that provide
coverage for prehospital emergency medical services to
determine reimbursement eligibility for prehospital emer-
gency medical services based on a prudent layperson
standard of evaluating the need for the services.

The Council studied the development of a strategic
planning process for the future of public health in this
state. The Council recommends Senate Bill No. 2045 to
consolidate the public health law under one chapter of
the North Dakota Century Code, unify the powers and
duties of local public health units, and require statewide
participation in some type of public health unit. '

The Council studied the effects of managed health
care on the future viability of the health care delivery
system in rural North Dakota. The Council makes no
recommendation regarding managed health care legisla-
tion; however, the Council recognizes the importance of
the Legislative Assembly staying abreast of the effect
managed health care might have on rurat North Dakota.

The Council studied the feasibility and desirability of
implementing hail suppression programs for the reduc-
tion of property damage in urban and rural areas and
funding the programs through property and casualty line
insurance premium taxes. The Council recommends
House Bill No. 1040 to provide for a six-year, statewide
hail suppression program and to appropriate $3,100,000




to the State Water Commission for the purpose of imple-
menting the first two years of the program.

The Council received the annual reports from the
Commissioner of Insurance relating to the progress of
the partnership for long-term care program. The Council
recommends Senate Bill No. 2046 to repeal the North
Dakota Century Code chapter authorizing the partner-
ship for long-term care program.

The Council received reports regarding the status of
the children's health insurance program state plan and
obtained information regarding telemedicine in the state.

JUDICIARY COMMITTEE

The Council studied charitable gaming laws to deter-
mine whether the faws and rules regarding taxation,
enforcement, limitation, conduct, and play of charitable
gaming are adequate and appropriate. The Council
recommends House Bill No. 1041 to remove statutory
provisions on the conduct and play of games of chance,
to allow the Gaming Commission to adopt the rules for
those games, and to authorize the Gaming Commission
to adopt rules to permit an organization to conduct
certain poker variations in addition o traditional straight
poker; and House Concurrent Resolution No. 3008 to
propose a constitutional amendment to permit the Legis-
lative Assembly to provide by law for participation by the
state in a multistate lottery.

The Council studied the feasibility and desirability of
funding the office of the clerk of district court through the
unified judicial system, the issues and problems associ-
ated with the continued implementation of court unifica-
tion, and the effective provision of judicial services to the
citizens of the state. The Council recommends House
Bill No. 1042 to impose a new fee for four types of
filings—a petition for subsequent administration, trust
registration, a petition for allowance of a trustee’s annual
report or other remedies, and an annual report by a
guardian—and increases the fee for filing a foreign judg-
ment or decree. The Council urges the Legislative
Assembly to enact legislation during the 1999 legislative
session which would provide for adequate and proper
judicial services, including clerk of district court services,
in each county in this state and for funding of district
court services by the state judicial system in cooperation
with the boards of county commissioners in the counties
of the state. The Council also supports legislation that
would implement the proposals in the plan developed by
the Clerk of Court Consensus Process.

The Council studied the level of and remedies for
discrimination in this state. The Council recommends
House Bill No. 1043 to repeal the current housing
discrimination statutes, create new housing discrimina-
tion laws, provide a procedure for filing a housing
discrimination claim, provide remedies, and designate
the Labor Department as the agency responsible for
receiving and investigating housing discrimination
claims.
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The Council reviewed uniform Acts recommended by
the North Dakota Commission on Uniform State Laws,
including the Uniform Management of Public Employee
Retirement Systems Act; the Uniform Child Custody
Jurisdiction and Enforcement Act; the Uniform Principal
and Income Act (1997); and the Uniform Guardianship
and Protective Proceedings Act (1997).

The Council studied the authority of the Attorney
General o enter contingent fee arrangements with
private attorneys. The Council recommends Senate Bill
No. 2047 to provide that the Attorney General may not
appoint a special assistant attorney general in a civil
case in which the amount in controversy exceeds
$150,000, and for which the special assistant attorney
general is to be compensated by a contingent fee
arrangement unless the arrangement is approved by the
Emergency Commission.

The Council conducted, at five different locations
throughout the state, public hearings on the constitu-
tional measures scheduled to appear on the primary and
general election baliots for the purpose of promoting
public discussion and debate on the measures and to
create a pubilic history.

The Council makes four recommendations as a result
of its constitutional and statutory revision responsibilities.
The Council recommends Senate Bill No. 2048 to
provide that fees collected for certain services of the
North Dakota Stockmen's Association must be remitted
to the State Treasurer for deposit in the North Dakota
Stockmen’s Association fund and to make a continuing
appropriation of the moneys in the fund; Senate Bill
No. 2049 to provide for an affidavit procedure whereby
an interested person may have access to a safe deposit
box after the death of the owner to determine if the box
contains a will or other document that states the owner's
wishes regarding a funeral or burial arrangements;
House Bill No. 1044 to remove references to the twen-
tieth century in statutory forms and to remove antiquated
and gender-specific language; and House Bill No. 1045
to make technical corrections to the North Dakota
Century Code.

LEGISLATIVE AUDIT AND FISCAL
REVIEW COMMITTEE

The Council accepted 159 audit reports prepared by
the State Auditor's office and independent accounting
firms. The Council received performance audits on state
procurement practices and state personnel systems.
The Council also received status reports on the recom-
mendations contained in the child support enforcement
program performance audit, the North Dakota agricul-
tural mediation program performance audit, and the
Department of Public Instruction performance audit. The
Council recommends House Bill No. 1046 to prohibit a
state agency or institution from contracting for services
to be provided to the agency or institution in the current
biennium if the contract provides for the payment for the



services to extend beyond the current biennium. The
Council received the state’'s Comprehensive Annual
Financial Report for the year ended June 30, 1996, and
for the year ended June 30, 1997.

The Council recommends House Bill No. 1047 to
transfer the assets, liabilities, and fund equity of the
beginning farmer revolving loan fund to the Bank of
North Dakota on July 1, 1999. The Council also recom-
mends Senate Bill No. 2050 to provide for local gaming
enforcement grants to be distributed based on the prior
quarter's adjusted gross proceeds instead of the current
quarter's adjusted gross proceeds.

The Council urged state agencies to cease financial
activity with the Lake Agassiz Regional Development
Corporation and the Lake Agassiz Regional Council until
inappropriate transfers between the corporation and
council were resolved; and requested the Attorney
General to ask the state’s attorneys, city attorneys, and
county commissioners of political subdivisions affiliated
with the Lake Agassiz Regional Council to take neces-
sary action to dissolve the Lake Agassiz Regional Devel-
opment Corporation and return its assets to the Lake
Agassiz Regional Council.

The Council recommends House Bill No. 1048 to
create a centralized debt collection unit within the State
Treasurer's office and House Bill No. 1049 to provide
that state agency and institution financial audit reports,
financial-related audit reports, and performance audit
reports prepared by the State Auditor's office or a private
firm under contract with the State Auditor’s office are
confidential until the reports are presented to the Legisla-
tive Audit and Fiscal Review Committee.

The Council recommends that the State Auditor
proceed with a performance audit of state agency and
higher education institution contracts for services and a
performance audit of the Department of Transportation.

LEGISLATIVE MANAGEMENT COMMITTEE

The Council reviewed legislative rules and makes a
number of recommendations intended to clarify the rules
and expedite the legislative process. Among major rules
changes are (1) provide for the printing of the list of
registered lobbyists in the journals at the end of the
session because of the availability of lists through the
Internet; (2) provide for automatic transmittal of meas-
ures to the other house immediately after the second
reading; (3) provide for automatic placement of a vetoed
bill on the 11th order of business on the calendar;
(4) require a minority report to be signed by more than
one member; and (5) provide for all resolutions to be
subject to the 40th legislative day crossover deadline.

The Council authorized acquisition of notebook
computers for every legislator and enhancements to the
computer systems to provide additional information to
legislators and the public.

The Council. recommends fees for subscriptions to
sets of legislative documents and makes several
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recommendations concerning the arrangements for the
legislative session, including providing computer training
to legislators during the organizational session, begin-
ning session employee orientation and training on
December 14, and reducing the number of Legislative
Assembly employees to 41 Senate employees and
46 House employees, and expanding incoming legisla-
tive WATS line service during the session to 24 hours a
day, seven days a week by providing an option for
constituents to leave messages for legislators.

The Council approved renovation of the legislative
chambers, including renovation of the front desk area,"
new carpeting, and new chairs in each chamber.

The Council reviewed legislative activities .leading up
to legislative redistricting and recommends Senate
Concurrent Resolution No. 4005 to provide for a Legisla-
tive Council study of the state of the law and technology
with respect to legislative redistricting.

REGULATORY REFORM REVIEW

COMMITTEE
The Council studied the state’s telecommunications
law and the effect of federal legislation on the state's taw.
The Council recommends House Bill No. 1050 to extend
the duration of the Regulatory Reform Review Commis-
sion to the year 2003.

TAXATION COMMITTEE

The Council studied the impact of tax-exempt prop-
erty on school districts. The Council recommends
Senate Bill No. 2051 to reinstate a law that was in place
from 1995 to 1997 to give an affected school district or
township the right to have a member participate as a
nonvoting, ex officio member of the governing body of
the city or county when that governing body is consid-
ering granting an exemption or the right to make
payments in lieu of taxes for a new or expanding
business.

The Council studied taxation and regulatory incen-
tives for the lignite industry to improve its competitive
position in the energy marketplace. The Council makes
no recommendation concerning this study.

The Council studied the property tax exemption for
charitable organizations. The Council recommends
House Bill No. 1051 to allow imposition of special
assessments by cities against tax-exempt property of
charitable organizations for the proportionate share of
costs of police and fire protection and infrastructure
expenditures paid from the city’s budget.

The Council studied the feasibility and desirability of
providing property tax relief through alternative state and
local revenue sources. The Council recommends House
Bill No. 1052 to increase income limits for eligibility for
the homestead credit by $500 in each of the five income
categories.

The Council studied the assessment of agricultural
property and inundated lands. The Council recommends




Senate Bill No. 2052 to create a separate property tax
valuation category for inundated agricultural land. The
bill limits the county average valuation for inundated
lands to 10 percent of the valuation of noncropland for
the county. The Councii recommends Senate Bill No.
2053 to limit the capitalization rate used in the agricul-
tural property tax valuation formula to no less than
10 percent and no more than 11 percent. The Council
recommends Senate Bill No. 2054 to incorporate an
index of prices paid by farmers in the agricultural prop-
erty tax valuation formula.

The Council studied application of the farm building
property tax exemption. The Council recommends
House Bill No. 1053 to aliow beginning farmers to qualify
for the farm buildings property tax exemption. The
Council recommends House Bill No. 1054 to eliminate
consideration in farm buildings tax exemption decisions
of the criteria established by the North Dakota Supreme
Court in 1977. The bill provides that buildings are not
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eligible for the exemption if they are primarily used for
processing to produce a value-added physical or
chemical change in an agricultural commodity beyond
the ordinary handling of that commodity by a farmer prior
to sale. The Council recommends House Bill No. 1055
to provide that property tax-exempt farm buildings or
residences do not have to be assessed.

WELFARE REFORM COMMITTEE

The Council monitored the state's implementation of
welfare reform efforts including the implementation of the
training, education, employment, and management
program.

The Council studied tribal welfare reform issues. The
Council makes no recommendation regarding welfare
reform monitoring and tribal welfare reform issues but
anticipates that a future interim committee may be
necessary to continue to monitor the status of welfare
reform and several other issues.
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Honorable Edward T. Schafer
Governor of North Dakota

Members, 56th Legislative
Assembly of North Dakota

| have the honor to transmit the Legislative Council's report and recommendations of 21 interim
committees, the Advisory Commission on Intergovernmental Relations, and the Regulatory Reform
Review Commission.

Major recommendations include the establishment of an Information Technology Department to replace
the Information Services Division and to be responsible for all telecommunications selection for all state
agencies and for counties, cities, and public elementary and secondary schools; the creation of a
legislative budget committee to coordinate and direct activities involved in the development of budget
recommendations during the interim and as needed during legislative sessions in developing a final
legislative budget; the repeal of basic care rate equalization; repeal of basic care and assisted living and
the creation of an adult residential care facility classification; changes in child support guidelines and
protection of parents’ rights in visitation cases; a major recodification of statutes relating to elementary
and secondary education; the designation of the Labor Department as the agency responsible for housing
discrimination claims; the imposition by cities of special assessments against tax-exempt property of
charitable organizations for the costs of police and fire protection and infrastructure expenditures; the
creation of a separate property tax valuation category for inundated agricultural lands; and a clarification
of the law relating to the exemption of farm buildings.

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

Respectfully submitted,

Loy Wi

Senator Gary J. Nelson
Chairman
North Dakota Legislative Council
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HISTORY AND FUNCTIONS OF THE NORTH DAKOTA
LEGISLATIVE COUNCIL

L HISTORY OF THE LEGISLATIVE COUNCIL

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

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

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

. THE NEED FOR A LEGISLATIVE SERVICE
AGENCY

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

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

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

. COMPOSITION OF THE COUNCIL
The Legislative Council by statute consists of
15 legislators, including the majority and minority

leaders of both houses and the Speaker of the House.
The Speaker appoints five other representatives, two
from the majority and three from the minority as
recommended by the majority and minority leaders,
respectively. The Lieutenant Governor, as President
of the Senate, appoints three senators from the
majority and two from the minority as recommended
by the majority and minority leaders, respectively.

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

IV. FUNCTIONS AND METHODS OF OPERATION
OF THE COUNCIL

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

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

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

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

In addition to conducting studies, the Council and
its staff provide a wide range of services to legislators,
other state agencies, and the public. Attorneys on the
staff provide legal advice and counsel on legislative



matters to legislators and legislative committees. The
Council supervises the publication of the Session
Laws, the North Dakota Century Code, and the North
Dakota Administrative Code. The Council has on its
staff the Legislative Budget Analyst and Auditor and
assistants who provide technical assistance to Council
committees and legislators and who review audit
reports for the Legislative Audit and Fiscal Review
Committee. The Council provides computer services
to the legislative branch, including research and bill
drafting capabilites. The Council also maintains a
wide variety of materials and reference documents,
many of which are not available from other sources.

V. MAJORPAST PROJECTS OF THE COUNCIL

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

Government reorganization has also occupied a
considerable amount of attention. Included have been
studies of the delivery of human services,
agriculturally related functions of state government,
centralized state government computer and microfilm
services, and organization of the state’s charitable and
penal institutions, as well as studies of the feasibility of
consolidating functions in state government.
Unification of the state’s judicial system and the
establishment of a public venture capital corporation
were subjects of recent studies.

The review of uniform and model acts, such as the
Uniform Probate Code, have also been included in

past Council agendas. Constitutional revision has
been studied several interims, as well as studies to
implement constitutional measures that have been
approved by the voters.

Pioneering in new and untried areas is one major
function of interim committees. The regulation and
taxation of natural resources, including oil and gas in
the 1950s and coal in the 1970s, have been the
highlights of several interim studies. The closing of
the constitutional institution of higher education at
Ellendale also fell upon an interim committee after a
fire destroyed one of the major buildings on that
campus. The expansion of the University of North
Dakota Medical School is another area that has been
the subject of several interim studies.

The Legislative Council has permitted the
legislative branch to be on the cutting edge of
technological innovation. North Dakota was one of the
first states to have a computerized bill status system
in 1969 and, beginning in 1989, the Legislator's
Automated Work Station system has allowed
legislators to access legisiative documents at their
desks in the House and Senate. Beginning in 1997,
the Legislative Council has responsibility to study
emerging technology and evaluate its impact on the
state’s system of information technology.

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




ADMINISTRATIVE RULES COMMITTEE

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

1. Administrative agencies are properly imple-
menting legislative purpose and intent.

2. There is dissatisfaction with administrative rules
or statutes relating to administrative rules.

3. There are unclear or ambiguous statutes
relating to administrative rules.

The committee may recommend rule changes to an
agency, formally object to a rule, or recommend to the
Legisiative Council the amendment or repeal of the
statutory authority for the rule. The committee also can
find a rule void or agree with an agency to amend an
administrative rule to address committee concerns,
without requiring the agency to begin a new rulemaking
proceeding.

Fee schedules for medical and hospital services
proposed for adoption as administrative rules by the
Workers Compensation Bureau must be approved by the
committee under NDCC Section 65-02-08.

The Legislative Council delegated to the committee
its authority under NDCC Section 28-32-02 to distribute
administrative agency notices of proposed rulemaking
and o approve extensions of time for administrative
agencies to adopt rules and its responsibility under
NDCC Section 28-32-15 to receive notice of appeal of an
administrative agency’s rulemaking action.

Committee members were Representatives LeRoy G.
Bernstein (Chairman), Charles Axtman, Chris Christo-
pherson, Wiliam R. Devlin, Scot Kelsh, Keith
Kempenich, Kim Koppelman, Stacey L. Mickelson,
Jon O. Nelson, Darrell D. Nottestad, Bob Skarphol, and
Rich Wardner and Senators John M. Andrist, Bob
Stenehjem, and Steven W. Tomac. Representative
Tom D. Freier was a member of the committee until his
resignation from the Legislative Assembly on April 6,
1998. Representative Bill Oban was a member of the
committee until his death on July 10, 1998.

The committee submitted this report to the Legislative
Council at the biennial meeting of the Council in
November 1998. The Council accepted the report for
submission to the 66th Legislative Assembly.

ADMINISTRATIVE AGENCY
RULES REVIEW

Administrative agencies are those state agencies
authorized to adopt rules under the Administrative Agen-
cies Practice Act (NDCC Chapter 28-32). By statute, a
rule is an agency's statement of general applicability that
implements or prescribes law or policy or the organiza-
tion, procedure, or practice requirements of the agency.
Properly adopted rules have the force and effect of law.
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A copy of each rule adopted by an administrative agency
must be filed with the office of the Legislative Council for
publication in the North Dakota Administrative Code
(NDAC).

Under NDCC Section 54-35-02.6, it is the standing
duty of the committee to review administrative rules
adopted under NDCC Chapter 28-32. This continues the
rules review process initiated in 1979.

For rules scheduled for review, each adopting agency
is requested to provide the committee with information
on:

1. Whether the rules resulted from statutory
changes made by the most recent regular
session of the Legislative Assembly.

2. Whether the rules are related to any federal
statute or regulation.

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

4. Whether any person has presented a written or
oral concern, objection, or complaint for agency
consideration with regard to these rules. Each
agency is asked to describe the concern, objec-
tion, or complaint and the response of the
agency, including any change made in the rules
to address the concern, objection, or complaint
and to summarize the comments of any person
who offered comments at the public hearings on
these rules.

5. Whether a written request for a regulatory
analysis was filed by the Governor or an
agency, whether the rule is expected to have an
impact on the regulated community in excess of
$50,000, and whether a regulatory analysis was
issued.

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

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

8. Whether a constitutional takings assessment
was prepared as required by NDCC Section
28-32-02.5.

During committee review of the rules, agency testi-
mony is required and any interested party may submit
oral or written comments.

Current Rulemaking Statistics
The committee reviewed 2,789 rule sections that
were changed from November 1996 through
October 1998. Table A shows the number of rules
amended, created, superseded, repealed, reserved, or
redesignated for each administrative agency that
appeared before the committee.




For many years, committee members have
expressed concern about the volume of administrative
rulemaking. The trend of increased rulemaking activity
appears to have reversed since 1995.

Although rules differ in length and complexity,
comparison of the number of administrative rules
sections affected during biennial periods is one method
of comparing the volume of administrative rules reviewed
by the committee. The following table shows the number
of NDAC sections amended, repealed, created, super-
seded, reserved, or redesignated during each desig-
nated time period:

Time Period Number of Sections
July 1979 - October 1980 1,440
November 1980 - August 1982 916
September 1982 - November 1984 1,856
December 1984 - October 1986 1,280
November 1986 - October 1988 2,681
November 1988 - October 1990 2,325
November 1990 - October 1992 3,079
November 1992 - October 1994 3,235
November 1994 - October 1996 2,762
November 1996 - October 1998 2,789

For committee review of rules, the Legislative Council
staff prepares an administrative rules supplement
containing all rules changes submitted since the
previous committee meeting. The supplement is
prepared in a style similar to bill drafts, e.g., changes are
indicated by overstrike and underscore. The administra-
tive rules supplements for the period November 1996
through October 1998 consisted of 4,123 pages of rules
changes. This compares with 3,809 of rules changes
during the November 1992-October 1994 biennial period
and 3,140 pages of rules changes considered by the
committee during the November 1994-October 1996
biennial period.

Extending Time to Adopt Rules

Many rules changes are mandated by changes to
federal laws or rules. Most rules changes result from
recent statutory changes made by the Legislative
Assembly. Any rule change madejto implement a statu-
tory change must be adopted within nine months after
the effective date of the statutory change unless an
extension is granted. The committee considered and
granted requests from three agerijcies for extensions of
time to adopt administrative rules.’ An extension of time
was approved for the Secretary of State to adopt rules to
govern methods for signing, subscribing, or verifying
documents filed by electronic means.
scope and importance of these rules, additional time was
required to allow involvement of affected state agencies
and the public. An extension was approved to accom-
modate a change of personnel in ’the board office for the
Board of Animal Health to adopt rules relative to
primates, wolves, and wolf hybrids under 1997 legisla-
tion. An extension was approved for the Tax

Because of the
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Commissioner to adopt rules implementing statutory
revision in 1997 to financial institutions tax laws. The
extension was requested due to the complexity of imple-
menting the new financial institutions tax and developing
appropriate tax forms and instructions.

Objecting to Rules

The committee may file an objection to any portion of
a rule the committee determines to be unreasonable,
arbitrary, capricious, or beyond the authority delegated
to the adopting agency. The objection must contain a
concise statement of the committee’s reasons for its
action. Within 14 days after the filing, the adopting
agency is to respond to the objection. After receiving the
response, the committee may withdraw or modify its
objection. An objection shifts the burden of persuasion
to the agency in any judicial action regarding the rule to
establish that the rule objected to is within the statutory
authority delegated to the agency. If the agency fails to
meet this burden, the court must declare the portion of
the rule objected to invalid and judgment against the
agency must include court costs.

Tax Commissioner

The Tax Commissioner requested the committee to
remove an objection to NDAC Section 81-03-09-38 filed
on November 4, 1992. The rule in question relates to
apportionment of income of broadcasters for income tax
purposes and representatives of broadcasters had
expressed concern to the Administrative Rules
Committee in 1992 that the rule would impact determina-
tion of income tax liability for broadcasters. Since the
filing of the objection, the rule in question has been
amended and during the hearings on the amendment to
the rule, no comments were received from representa-
tives of broadcasters. The committee approved a motion
to remove the objection to the rule.

Voiding of Rules

Under NDCC Section 28-32-03.3, the Administrative
Rules Committee may void all or part of a rule within
90 days after the date of the Administrative Code
supplement in which the rule change appears or at the
first committee meeting after a regular legislative
session, for rules appearing in the Administrative Code
supplement from November 1 through May 1 encom-
passing a regular legislative session. The committee
may carry over, for one additional meeting, consideration
of voiding administrative rules. This allows the
committee to act more deliberately in rules decisions and
allows agencies additional time to work with affected
groups to develop mutually satisfactory rules. The
committee may void all or part of a rule if the committee
makes the specific finding that with regard to the rule
there is:

1. An absence of statutory authority;



2. An emergency relating to public health, safety,

or welfare;
3. A failure to comply with express legislative
intent or to substantially meet the procedural
requirements of NDCC Chapter 28-32 for adop-
tion of the rule;
A conflict with state law;
Arbitrariness and capriciousness; or
A failure to make a written record of its consid-
eration of written and oral submissions
respecting the rule under NDCC Section
28-32-02(3).

Within three business days after the committee finds
a rule void, the office of the Legislative Council must
provide written notice to the adopting agency and the
chairman of the Legislative Council. Within 14 days after
receipt of the notice, the agency may file a petition with
the chairman of the Legislative Council for Legislative
Council review of the decision of the committee. If the
adopting agency does not file a petition, the rule
becomes void on the 15th day after the notice to the
adopting agency. If within 60 days after receipt of a peti-
tion from the agency the Legislative Council has not
disapproved the finding of the committee, the rule is void.

o o

Game and Fish Department

The Game and Fish Department adopted rules to
govern activities and licensing of hunting and fishing
guides and outfitters. Committee members recognized
that several issues covered in the rules had bheen the
subject of proposed 1995 legislation that failed. The
committee approved a motion to void the rules on
licensing guides and ouffitters. Committee members
were concerned that the rules as adopted required a
guide or outfitter to maintain proof of generai liability
insurance coverage and certification in adult cardiopul-
monary resuscitation and that a guide or outfitter must
enter a written contract with each client. These subjects
were the topic of the failed legislation, created policy that
should be the subject of legislation for consideration by
the Legislative Assembly, and appeared to be a fence-
building effort of the Guides and Outfitters Association.
Game and Fish Department representatives countered
that they were advised by individual legislators during
the 1995 legislative session that these issues should be
addressed through administrative rules and that the
department tried to accommodate that suggestion in
working on these rules amendments through 1995 and
1996. Department representatives agreed with the
Administrative Rules Committee to further amend the
rules to eliminate requirements for proof of liability insur-
ance coverage, certification in adult cardiopulmonary
resuscitation, and written contracts with clients. Upon
agreement with the department on the additional amend-
ments, the committee withdrew its motion to void the
rules.
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Public Service Commission

The Public Service Commission adopted a rule at the
request of telecommunications industry representatives
to give local telecommunications service providers the
right to deny a customer access to long-distance serv-
ices if the customer is delinquent in payment for long-
distance services. Committee members were concerned
that customers may have legitimate reasons for nonpay-
ment of billed long-distance call charges and that the
rule would place the Public Service Commission in the
position of a bill collector for long-distance service
providers. A Public Service Commission representative
said the rule was adopted by the commission on a trial
basis. The committee approved a motion to void the rule
change, and the commission did not seek review so the
rule change became void.

Department of Health

The State Department of Health adopted rules to
govern the state trauma system. Committee members
had numerous questions about operation of the trauma
system and its effect on facilities in the state, particularly
in smail communities. The committee approved a motion
to void the trauma system rules. At the subsequent
meeting, the committee received a thorough briefing
from representatives of the department, medical
facilities, the North Dakota Health Care Association, and
ambulance services. The committee withdrew its motion
to void the rules and agreed with the department on a
minor amendment to the rules to resolve concerns about
interpretation of terminology relating to activation of
trauma codes for major trauma patients.

Industrial Commission

The Industrial Commission adopted rules relating to
oil production report filing and seismic or geographical
exploration requirements.. Among the rules was a
requirement that production report signatures must be
witnessed. House Bill No. 1194 (1997) eliminated the
requirement of notarizing signatures on production
reports and had not imposed a requirement that signa-
tures must be witnessed. The committee carried consid-
eration of the rule over for a subsequent meeting to
receive further information. A motion to void the rule
failed.

Department of Human Services

The Department of Human Services adopted exten-
sive rules governing licensure of child care facilities. A
number of individuals affected by the rules disagreed
with several aspects of the rules. The committee
approved a motion to carry over consideration of the
rules to a subsequent meeting and requested that the
department work with interested parties to try to reach
agreement on issues on which misunderstanding or
disagreement existed. The department undertook a
mediation process with regard to 39 issues identified as
areas for discussion. The mediation process resolved



27 issues, and the department recommended rules
amendments to accomplish changes necessary to reflect
those agreements. The committee approved a motion to
agree with the department on the proposed changes to
the rules. Another 10 issues were determined to deal
with areas outside the coverage of the pending rules.
On the remaining two issues considered in the mediation
process, no agreement was reached with regard to
requirements for provisional licensing and fire safety.
Child care providers withdrew their opposition to the
provisional licensing rule and the committee took no
action regarding the fire safety requirement rule, so both
rules were left as adopted by the department.

Committee Considerations

Committee members expressed appreciation for
1995 legislative changes to the rulemaking process
which gave the committee authority to void rules and
allowed rules amendments by agreement of the adopting
agency. Committee members also expressed apprecia-
tion for the cooperative attitude of agencies affected by
this authority. Committee members indicated this addi-
tion to the rulemaking process makes the process more
responsive to public input, improves the final product of
the process, and greatly reduces occasions when legis-
lative intervention would be required to settle differences
of opinion.

Several committee members raised concerns during
discussions of the administrative rules process and stat-
utes. Concern was expressed that the Administrative
Code is not being reviewed and kept current by adminis-
trative agencies. Concern was expressed that when a
problem is pointed out with existing rules, the Administra-
tive Rules Committee lacks authority to address the
problem. The committee’s authority applies to only rules
being reviewed upon creation or amendment and not to
rules that have been in existence for an extended period.
Concern was expressed that rulemaking authority is too
broad and that rules are used to create policy in areas in
which legislative consideration should apply. It was
suggested that review is required of statutory authority
for rulemaking and that the Legislative Assembly must
carefully define rulemaking authority in the future to limit
agencies to the appropriate use of rules. Several discus-
sions were held about how to better inform the public
about pending rulemaking activity.

Department of Public Instruction

The committee requested several briefings from the
Department of Public Instruction regarding rulemaking
plans of the department. Under 1997 legislation, the
department was made an administrative agency for all
purposes under the Administrative Agencies Practice Act
(NDCC Chapter 28-32). This change becomes effective
November 1999, and requires the department to replace
all of its informal rules with formally adopted administra-
tive rules to be published in the North Dakota Adminis-
trative Code. The committee expressed its concern to

13

the department that this is an important process that will
take time and requires substantial opportunities for
public input. Department representatives briefed the
committee on four occasions about proposed rulemaking
plans and expressed confidence that the department can
complete rulemaking activity before November 1999.

Recommendations

The committee recommends House Bill No. 1023 to
provide that administrative rules will be effective only
until August 1 after the next regular legislative session
following the effective date of the rule unless they are
designated by the Administrative Rules Committee as
procedural or interpretive rules. The bill is intended to
force issues of policy to be removed from administrative
rules and brought to the consideration of the Legislative
Assembly. The committee considered extending sunset-
ting to all existing rules but decided against it because of
the burden for review of rules which would have been
placed on agencies and the committee. Under the
recommended bill the only rules created or amended
after July 31, 1999, which will remain in effect indefinitely
will be rules the committee has designated as procedural
or interpretive.

The committee recommends House Bill No. 1024 to
allow the Administrative Rules Committee to call up
administrative rules for review. Rules called up for
review would be subject to the authority of the Adminis-
trative Rules Committee to file an objection or to void the
rule. Calling a rule up for review requires 30 days’
written notice to the adopting agency and a description
of concerns with the rule to which the agency is to
respond. The committee believes authority to review
existing rules is important and will be used only when
problems are pointed out, which could be initiated by the
adopting agency if minor changes or corrections are
needed that do not merit the time and expense of a full
rulemaking proceeding. The bill also repeals a provision
of law allowing interested parties to file a petition with an
agency for reconsideration of a rule. The committee
found that the law gives an agency no authority to act in
response to a petition for reconsideration, other than the
statutory right of agencies to begin a new rulemaking
proceeding.

The committee recommends House Bill No. 1025 to
provide that an agency may not adopt rules from federal
guidelines which are not relevant to state regulatory
programs and to require an agency to repeal or amend
any existing rule adopted from federal guidelines which
is not relevant to state regulatory programs. This bill is
an expansion of current law providing that environmental
rules are not to incorporate federal guidelines not rele-
vant to North Dakota.

The committee recommends House Bill No. 1026 to
provide that an agency may adopt an administrative rule
only when the rule falls within an area in which the
agency has been specifically required or authorized to



adopt rules by state or federal law or federal rules. The

bill also requires the Administrative Rules Committee to .

review the statutory rulemaking authority of each admin-
istrative agency to seek to limit administrative rulemaking
to areas in which specific requirement or authorization of
rulemaking exists. The bill is intended to initiate refining
of the distinction between rules and statutes and provide
guidance for the Legislative Assembly and administrative
agencies on which matters should be governed by
statute or rule.

The committee recommends Senate Bill No. 2027 to
require administrative rulemaking notices to be published
in each official county newspaper rather than in each

daily newspaper. The bill requires publication of a more
abbreviated notice than present law but requires a head-
line showing the general topic, a statement that rules on
the topic will be considered, a telephone number to
obtain a copy of the proposed rules, and the time and
place of the public hearing. Because the bill requires
publication in 52 county newspapers rather than nine
daily newspapers, it was estimated that notices would be
available to 47 percent more newspaper subscribers but
the average cost of newspaper publication of notice
would increase from approximately $800 to approxi-
mately $2,200.

TABLE A
STATISTICAL SUMMARY OF RULEMAKING
November 1996 Through October 1998 Supplements 209 Through 232
Agency Amend Create Supersede Repeal Special Reserved
Board of Accountancy 9 1
Office of Management and Budget 68 36 13 14
Aeronautics Commission 1
Commissioner of Agriculture 4
Department of Banking and Financial Institutions 8 2 1
Board of Barber Examiners 1
Credit Review Board 5 1
Board of Dental Examiners 7
State Board of Funeral Service 28 25 8
Game and Fish Department 4 1 4
Board of Cosmetology 32 1 2
State Department of Health 420 142 12 24 64
Department of Transportation 1
Industrial Commission 7 10 2
Commissioner of Insurance 16 49 2 60 3
Commissioner of Labor 8
Board of Animal Health 14 5
Board of Medical Examiners 3
Milk Marketing Board 19 8 1
Board of Nursing 45 73 72
Board of Optometry 1 4
State Personnel Board 3 3 3
Pesticide Control Board 4 4 1
Board of Pharmacy 2 7 1
Board of Podiatric Medicine 3
Committee on Protection and Advocacy 4 4
Education Standards and Practices Board 18
Public Service Commission 59 49 1
Retirement Board 25 4 7
Secretary of State 3 44 15 3
Securities Commissioner 4 3
Seed Commission 12
Department of Human Services 311 187 53 35 22
Board of Social Work Examiners 8 7 22
Tax Commissioner 17 4 8
Board of Trustees of the Teachers’ Fund for Retirement 18 2
Water Commission 9 13 60
Workers Compensation Bureau 66 10 10
Private Investigative and Security Board 13
Board of Counselor Examiners 5 3 1
Office of Administrative Hearings 6 2 1
State Gaming Commission 112 147
Real Estate Appraiser Qualifications and Ethics Board 9 1
Sections affected 1,298 812 18 508 63 90
Grand total all sections 2,789
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ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

North Dakota Century Code (NDCC) Chapter 54-35.2
establishes the Advisory Commission on Intergovern-
mental Relations. The commission is directed by law to
study local government structure, fiscal and other
powers and functions of local governments, relationships
between and among local governments and the state or
any other government, allocation of state and local
resources, and interstate issues involving local govern-
ments. The commission also is directed by law to
administer grants to political subdivisions for projects to
improve efficiency of local governments.

In addition to the statutory required study areas, the
Legislative Council requested the commission to study
the feasibility and desirability of restructuring county
government as described by Senate Concurrent Resolu-
tion No. 4014. Senate Concurrent Resolution No. 4014
provided that the study include an examination of exam-
ples of consolidation of services to determine the cost-
effectiveness and transferability of those consolidations
and an examination of methods through which the state
may be able to provide affordable technical assistance to
counties choosing to consolidate, merge, or share serv-
ices and a review of the effect of 1993 Session Laws
Chapter 401.

North Dakota Century Code Section 54-35.2-01
establishes the membership of the commission as four
members of the Legislative Assembly appointed by the
Legislative Council, two citizen members appointed by
the North Dakota League of Cities, two citizen members
appointed by the North Dakota Association of Counties,
one citizen member appointed by the North Dakota
Township Officers Association, one citizen member
appointed by the North Dakota Recreation and Park
Association, and the Governor or the Governor's desig-
nee. The Legislative Council designates the chairman of
the commission. All members of the commission serve a
term of two years beginning July 1 of each odd-
numbered year. Members whose terms began July 1,
1997, are Senators Tony Grindberg (Chairman) and
Jerry Klein; Representatives Leonard J. Jacobs and Jim
Torgerson; League of Cities representatives Jeff Fuchs
and Bill Sorensen; Association of Counties representa-
tives Erling Karlsbraaten and Stan Lyson; Township Offi-
cers Association representative Ken Yantes; Recreation
and Park Association representative Randy Bina; and
Governor's designee Carter Wood.

The commission submitted this report to the Legisla-
tive Council at the biennial meeting of the Council in
November 1998. The Council accepted the report for
submission to the 56th Legislative Assembly.
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COUNTY REORGANIZATION STUDY
Background

The 1993 Legislative Assembly passed House Bill
No. 1347 (Session Laws Chapter 401), which included
what is now codified as NDCC Chapters 11-10.2 and
11-10.3. Chapter 11-10.2 allows a county, without
requiring the county to be a home rule county, to
combine an elective county office with one or more func-
tionally related elective or appointive county offices,
separate an elective county office into two or more elec-
tive or appointive offices, or redesignate an elective
county office as an appointive office or an appointive
office as an elective office. Section 11-10.2-01 provides
that the option to combine, separate, or designate county
offices is in addition to, or in lieu of, other county struc-
tural options authorized under Title 11, unless a specific
mandate for combining or separating particular county
offices is otherwise provided by law.

Chapter 11-10.3 allows a county to combine any
county elective office with one or more elective offices of
one or more other counties for the purpose of sharing
that combined office for the performance of functions
and the provision of services among those counties.
Section 11-10.3-01 provides that a proposal for
combining county elective offices may be accomplished
by the boards of county commissioners of the affected
counties by entering a joint powers agreement or by
initiative of the electors of the affected counties peti-
tioning to request the boards of county commissioners to
submit to the electors the question of adopting such a
plan. A joint powers agreement entered between coun-
ties for combining the functions of a county elective
office may be referred to the electors of an affected
county by a petition protesting the agreement signed by
at least 10 percent of the total number of qualified elec-
tors of the county voting for Governor at the most recent
gubernatorial election. If a petition is filed and the board
of county commissioners does not terminate the agree-
ment, the board must submit the question to a vote of
the qualified electors of the county at the next regular
election.

Section 11-10.3-03 provides that a proposal for
combining appointive offices of two or more counties,
appointive offices of a county and another political subdi-
vision, or appointive offices of two or more political
subdivisions that are not counties may be implemented
through a joint powers agreement. The proposal to
combine appointive offices is not subject to a referendum
under Chapter 11-10.3. A proposal for combining both
elective and appointive offices of two or more counties,
between a county and another political subdivision, or
between two or more political subdivisions which are not
counties is subject to the referendum provision




procedures under Chapter 11-10.3 only in the county or
other political subdivision of the elective office.

Section 40-01.1-02, which was also included in
House Bill No. 1347, allows the governing body of a
political subdivision to establish an advisory committee
to study the existing form and powers of the political
subdivision for comparison with other forms and powers
available under laws of the state. The local advisory
study commitiee may be established by a majority vote
of the governing body or by a petition signed by
10 percent or more of the total number of qualified elec-
tors of the political subdivision voting for Governor at the
most recent gubernatorial election. Section 40-01.1-02
also provides that an election on the question of estab-
lishing a five-member advisory study committee for a
county or city must be held at the next regular election in
the county or city if five years have elapsed since the
later of:

1. August 1, 1993;

2. The date of the most recent election held on the
question of establishing an advisory study
committee; or

3. The date of issue of a written report prepared for
a comprehensive study and analysis of the coop-
erative and the restructuring options available to
the county or city conducted by the governing
body, an advisory study committee, a home rule
charter commission, or through another study
process for which a written report was prepared.

Testimony and Commission Considerations

The commission cooperated with the North Dakota
Association of Counties for a survey regarding county
and community services. The survey focused on four
main areas: ,

1. The quality of services provided by counties;

2. The cost of those services;

3. The issues of consolidation without loss of qual-
ity; and

4. The opinions of respondents relating to the
structure and  organization of county
government.

The survey indicated that approximately 55 percent of
the respondents believe that the quality of county serv-
ices was average or poor. However, most respondents
of the survey also indicated that the level of spending on
the services provided by counties was just about right.
Sixty-three percent of the respondents indicated that
their county could combine services with another county
or political subdivision without losing quality. Respon-
dents in urban areas were more likely to believe that
consolidation could be accomplished without losing qual-
ity. Fifty-one percent of respondents in rural counties
with a population below 2,500 indicated the consolidation
could not occur without losing quality. The survey also
indicated that when faced with the option of higher taxes
or combining services over 75 percent of the
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respondents would prefer to combine services. With
respect to the structure of county governments, approxi-
mately 49 percent of the respondents replied that they
were satisfied with the current structure of their county
government. However, a great majority of the respon-
dents opposed replacing elected officials with appointive
positions.

The commission received testimony from representa-
tives of rural electric cooperatives regarding restructuring
of several rural electric cooperatives in North Dakota.
Because many rural electric cooperatives have service
boundaries based on county boundaries and have a
structure and elected boards similar to county govern-
ment, the methods used in successfully consolidating
cooperatives could be applicable to counties when
attempting to consolidate services. The planners for the
electric cooperatives emphasized that it was important to
provide strategic and technical assistance and a process
through which grassroots support may be established
when proposing a restructuring or consolidation.
Restructuring or consolidation efforts generally have
been successful when the cooperative members were
shown that rates would be lowered and services
enhanced as a result of the restructuring or
consolidation. Although concerns are often expressed
regarding the loss of employees, the closing of offices,
and the loss of local control of the cooperative, the
efforts to restructure have been successful if guarantees
are made that no current employees would lose their
jobs, that business offices would not be closed, and that
the cooperatives would make investments in local
economic development efforts. An important factor in
successful consolidations has been the leadership of the
elected officials to demonstrate that the consolidation is
in the best interests of the cooperative members.

The commission received testimony from local
government officials regarding cooperative agreements
entered by political subdivisions. Proponents of consoli-
dation testified that many political subdivisions have
entered innovative partnerships that have allowed the
political subdivisions to provide services more efficiently
and with less cost. A representative of county social
service agencies testified that county social service
agencies have been a ripe area for consolidation and
sharing of services. The proponents of consolidation
indicated that it is sometimes easier politically for local
officials to not pursue consolidation.

A local government official testified that the cost of
consolidation of services in counties often exceeds the
cost of the county providing the service by itself. In addi-
tion, it was contended that consolidation of services in
rural counties results in less service to county residents,
the loss of employees, and ultimately a reduction in
county population.

The commission received testimony from city and
county officials regarding the advisory study process
required by NDCC Section 40-01.1-02. The North
Dakota Association of Counties, in cooperation with the




North Dakota State University Extension Service and the
United States Department of Agriculture Rural Develop-
ment office, established a three-phase process to be
used by counties in implementing the advisory study
process. Phase 1 is gathering and presenting informa-
tion to the participants regarding the demographics of
the county so that the participants may make informed
decisions. In Phase 2, the strategic planning portion of
the process, facilitators assisted the participants in iden-
tifying the needs of the citizens of the county and in
developing recommendations to address those needs.
Phase 3 is the implementation phase.

Representatives of the Association of Counties
presented a report reviewing the results of the advisory
study process conducted in 18 counties. The structure
and extent of the study process in each county varied;
however, very few counties had completed the three-
phase process. According to a representative of the
Association of Counties, there was a general lack of
public input during the advisory study committee proc-
esses in the various counties and the processes did not
uncover a great deal of information that will make a
significant difference in the future. However, the process
was valuable in that it provided a forum through which
local governmental officials and citizens were able to
meet to discuss important issues.

Conclusion
The commission makes no recommendation with
respect to its study of restructuring of county
government.

LIABILITY SHIFT FROM STATE TO
POLITICAL SUBDIVISIONS

Representatives of local governments expressed
concern to the commission regarding the shift of liability
from the state to political subdivisions when political
subdivisions contract with state agencies. North Dakota
Century Code Section 32-12.2-13 states that a contract
between the state and a political subdivision may not
contain a provision that requires one party to assume the
liability of the other or the liability of a third party or to
bear the costs of defense of actions against the other or
against a third party, unless the agreement was entered
in good faith and was set forth in a separate writing
signed by both parties and supported by adequate
consideration. The commission received testimony indi-
cating that this provision reduces the instances where
liability is shifted from the state to political subdivisions to
unique circumstances. According to the director of the
Risk Management Division of the Office of Management
and Budget, the state requires a political subdivision to
sign an agreement shifting the risk only when:

1. The benefit to the contracting political subdivi-
sion is much greater than to the state;
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2. It would be an inappropriate use of state taxpay-
ers’ funds to pay costs associated with claims
arising from the agreement; or

3. The state has no control over the activities of
the political subdivision or its agents related to
the agreement.

Representatives of state agencies testified that risk-
shifting agreements are used very rarely and that state
agencies will attempt to work with political subdivisions to
avoid placing overly burdensome insurance require-
ments on political subdivisions.

MILL LEVY CONSOLIDATION

Between 1981 and 1993, each Legislative Assembly
has enacted legislation allowing political subdivisions to
increase levy authority in dollars by a specified percent-
age. This optional levy increase authority was estab-
lished in 1981, when the property tax system was
restructured, to avoid substantial increases or decreases
in property tax bases which would have occurred when
property was reassessed.

In 1995 the Legislative Assembly enacted Senate Bill
No. 2081, which allowed a taxing district to levy up to
two percent more in 1995 and up to two percent more in
1996 than was levied in its base year. The bill defines
“base year” as the taxing district's taxable year with the
highest amount levied in dollars in property taxes of the
three taxable years immediately preceding the budget
year. The bill does not allow optional levy increases for
taxable years after 1996 and allows taxing districts to
levy only up to the amount levied in the base year after
1996.

In 1997 the Legislative Assembly considered, but did
not enact, Senate Bill No. 2021, which would have elimi-
nated several special mill levies for cities, counties, and
park districts and allowed those entities to include levies
for those specific purposes within their general mill levy.
The bill would have allowed a growth factor through
which the maximum number of mills that may be levied
by cities, counties, and park districts would have been
tied to the consumer price index. The Legislative
Assembly also did not pass Senate Bill No. 2022, which
would have eliminated all mill levy limitations for a period
of two years for cities, counties, and park districts.

The commission received testimony from local
government officials requesting the commission to
consider proposing legislation similar to the 1997 legisia-
tion which would either eliminate or suspend the mill levy
limitations. Proponents of consolidation of mill levies
contended that consolidation would provide local officials
needed flexibility which may result in reduced mill levies.
In addition, supporters of the idea argued that political
subdivisions with stagnant or declining tax bases need
the ability to increase levies if necessary to maintain the
services currently provided.  Although commission
members generally supported the concept of either
suspending mill levies or consolidating mill levies,




commission members were reluctant to recommend
legislation because of inadequate time to consider the
idea during this interim.

LOCAL GOVERNMENT EFFICIENCY
PLANNING GRANTS

In 1991 the Legislative Assembly enacted legislation
that provided for local government efficiency planning
grants to be administered by the commission. The
grants were funded by an appropriation of $250,000 from
the state aid distribution fund. The legislation created
NDCC Section 54-35.2-02.1, requiring the commission to
administer the program by making up to a $25,000 grant
to any county or city government that planned to
increase the efficiency of local governments through
restructuring county or city governments, changing
county boundaries including consolidation of counties, or
consolidating county and city services. A county or city
seeking a planning grant must submit a preliminary plan
for consideration by the commission. In approving a
planning grant, the commission could impose any condi-
tions it deems appropriate including requiring periodic
reports or furnishing of matching funds.

During the 1991-92 interim, the commission adopted
guidelines to govern its deliberations on planning grant
applications and to provide grant applicants notice of the
standards that would be applied in evaluating grant appli-
cations. During that interim, the commission awarded
local government efficiency planning grants to 15 appli-
cants. The total amount awarded in grants was
$198,558.34. Final reports were received for two of the
grant projects.

In 1993 the Legislative Assembly appropriated
$51,400 (basically, the amount remaining from the
1991-93 appropriation) to the commission for iocal
government efficiency planning grants. The Legislative
Assembly also provided that the commission be
permitted to expend appropriated funds for research and
studies of statewide significance. In addition, the Legis-
lative Assembly adopted legislation providing that
unexpended planning grant funds are to be returned to
the state aid distribution fund.
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Of the 13 grant projects pending at the end of the
199192 interim, 11 delivered final reports to the
commission during the 1993-94 interim. One of the
13 grants went unclaimed. The other grant project was
still in progress at the end of the 1993-94 interim. The
recipient of that grant provided a final report to the
commission in February 1996 and returned to the
commission $1,462.24 in unexpended grant funds and
interest earned on those funds.

At the end of the 1993-94 interim, the commission
awarded grants in the amount of $24,999 to the North
Dakota League of Cities and the North Dakota Associa-
tion of Counties. The grant to the North Dakota League
of Cities was for a project to establish a computer
network among cities and the North Dakota League of
Cities. The grant to the North Dakota Association of
Counties was to establish a task force to examine auto-
mation of the process for reporting statements of fuil
consideration and property transactions, electronic
exchange of information between the state and counties
to enhance the property tax data base, and the feasibility
of electronic mail and other file transfers among the state
Tax Commissioner, counties, and cities.

During the 1995-96 interim, the commission received
periodic reports from each of those entities regarding the
status of the grants. The commission requested the
North Dakota League of Cities and the North Dakota
Association of Counties to file final reports by
February 1, 1997. At its first meeting this interim, the
commission received final reports from the North Dakota
League of Cities and the North Dakota Association of
Counties.

Recommendation

The commission recommends Senate Bill No. 2028
to repeal the local government efficiency planning grant
program. The local government efficiency planning grant
program has not received an appropriation since the
1993-95 biennium. Although the local government effi-
ciency planning grant program has served an important
purpose, the program probably will not receive funding in
the future. Therefore, the law establishing the program
is no longer necessary.




BUDGET SECTION

The Legislative Council's Budget Section is referred
to in various sections of the North Dakota Century Code
(NDCC) and the Session Laws of North Dakota.
Although there are statutory references to the Budget
Section, it is not created by statute. The Budget Section
is an interim committee appointed by the Legislative
Council. By tradition, the membership of the Budget
Section consists of the members of the Senate and
House Appropriations Committees, the majority and
minority leaders and their assistants, and the Speaker of
the House.

Budget Section members were Representatives Jack
Dalrymple (Chairman), Ole Aarsvold, LeRoy G. Bern-
stein, James Boehm, Merle Boucher, Rex R. Byerly, Ron
Carlisle, Jeff W. Delzer, John Dorso, Gereld F.
Gerntholz, Pam Gulleson, Roy Hausauer, Robert
Huether, Richard Kunkel, Edward H. Lloyd, Ronald
Nichols, Al Soukup, Ken Svedjan, Mike Timm, Ben
Tollefson, Francis J. Wald, Janet Wentz, and Gerry
Wilkie and Senators Bill L. Bowman, Ray Holmberg,
Aaron Krauter, Evan E. Lips, Tim Mathern, Pete Naaden,
Donna L. Nalewaja, Gary J. Nelson, David E. Nething,
Rolland W. Redlin, Larry J. Robinson, Ken Solberg, Rod
St. Aubyn, and Harvey D. Tallackson.

The following individuals were members of the
committee for a portion of the interim:  Senator
William G. Goetz, prior to his resignation on July 10,
1997; Representative Bob Martinson, prior to his resig-
nation on October 14, 1997, Representative Tom D.
Freier, prior to his resignation on April 6, 1998; Repre-
sentative Bill Oban, prior to his death on July 10, 1998.

The Budget Section submitted this report to the
Legislative Council at the biennial meeting of the Council
in November 1998. The Council accepted the report for
submission to the 56th Legislative Assembly.

The following duties, assigned to the Budget Section
by statute, were acted on during the 1997-99 biennium:

1. Higher education campus improvements
and building construction (NDCC Section
15-10-12.1) - This section allows the State
Board of Higher Education, subject to Budget
Section approval, to construct buildings and
campus improvements financed by donations,
gifts, grants, and bequests or to sell real prop-
erty or buildings received by gift or bequest.
The Budget Section approval must include a
specific dollar limit for each building or campus
improvement project.

2. Nonresident tuition (NDCC  Section
15-10-18) - This section provides that the
amount of nonresident tuition charged by institu-
tions of higher education will be determined by
the State Board of Higher Education, subject to
Budget Section approval.

3. Actions of the Westwood Park Assets
Management Committee (NDCC Section
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25-04-20) - This section directs the Westwood
Park Assets Management Committee to take
action, subject to Budget Section approval, to
sell the property of Westwood Park.

Job iInsurance trust fund balance (NDCC

Section 52-02-17) - This section requires Job

Service North Dakota to report to the Budget

Section if the balance of the job insurance trust

fund is projected to fall below $40 million.

Irregularities in the fiscal practices of the

state (NDCC Section 54-14-03.1) - This

section requires the Office of the Budget to
submit a written report to the Budget Section
documenting:

a. Any irregularities in the fiscal practices of
the state.

b. Areas where more uniform and improved
fiscal procedures are desirable.

¢. Any expenditures or governmental activities
contrary to law or legislative intent.

d. The use of state funds to provide bonuses,
cash incentive awards, or temporary salary
adjustments for state employees.

Transfers exceeding $50,000 (NDCC Section

54-16-04(2)) - This section allows the Emer-

gency Commission to authorize, subject to

Budget Section approval, a transfer exceeding

$50,000 from one fund or line item to another.

Federal funds not appropriated (NDCC

Section 54-16-04.1) - This section allows the

Emergency Commission to authorize, subject to

Budget Section approval, the expenditure of

federal funds which have not been appropriated

and which the Legislative Assembly has not
indicated an intent to reject.

Other funds not appropriated (NDCC Section

54-16-04.2) - This section allows the Emer-

gency Commission to authorize, subject to

Budget Section approval, the receipt of moneys

from gifts, grants, donations, or other sources

which have not been appropriated and which
the Legislative Assembly has not indicated an
intent to reject.

Advisory Commission on Intergovernmental

Relations (ACIR) planning grants (NDCC

Section 54-35.2-02.1(3)) - This section requires

the ACIR to report annually to the Budget

Section on planning grants distributed to coun-

ties and cities.

Children’s Services Coordinating Committee

grants (NDCC Section 54-56-03 and 1997

Senate Bill No. 2014, Section 2) - These

sections provide that the Children's Services

Coordinating Committee must seek Budget

Section approval before distributing any grants




1.

12.

13.

14.

15.

16.

17.

18.

not specifically authorized by the Legislative
Assembly.

Additional full-time equivalent (FTE) posi-
tions (1997 House Bill No. 1012) - Section 7 of
this bill requires the human service centers,
State Hospital, and the Developmental Center
at Westwood Park, Grafton, to report to the
Budget Section on the hiring of any FTE posi-
tions in addition to those authorized by the
Legislative Assembly for the 1997-99 biennium.
Status of the RESPOND computer system
(1997 House Bill No. 1012) - Section 19 of this
bill requires the Department of Human Services
to provide periodic reports to the Budget
Section on the status of the RESPOND
computer system, including system costs and
benefits and the receipt of federal funds.
Developmentally disabled adult children
pilot project (1997 House Bill No. 1012) -
Section 25 of this bill requires the Department of
Human Services to seek federal waivers to
establish a pilot program to provide a subsidy
on behalf of adult developmentally disabled chil-
dren who reside in their parents’ home. The
department was required to report to the Budget
Section on the status of federal waivers for the
project and any recommendations for the
project for the 1999-2001 biennium.

Human services block grant accountability
(1997 House Bill No. 1012) - Section 28 of this
bill requires the Department of Human Services
to report to the Budget Section by June 30,
1998, on human service center, State Hospital,
and Developmental Center block grant
accountability.

Welfare fraud detection programs (1997
House Bill No. 1012) - Section 30 of this bill
requires the Department of Human Services to
provide to the Budget Section periodic reports
on welfare fraud detection programs.
Assessment of State Historical Society
(1997 House Bill No. 1022) - Section 4 of this
bill directs the State Historical Board to assess
and evaluate the programs and services of the
State Historical Society and present a report on
its findings and recommendations to the Budget
Section by June 30, 1998.

Workers Compensation Bureau critical
salary adjustments (House Bill No. 1026) -
Section 3 of this bill requires the Workers
Compensation Bureau to present a report to the
Budget Section on the expenditure of the
1997-99 biennium appropriation of $350,000 for
critical salary adjustments.

State Board of Higher Education allocations
for salaries and wages and technology (1997
Senate Bill No. 2003) - Section 16 of this bill
requires the State Board of Higher Education to
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present periodic reports to the Budget Section
on allocations made to the institutions of higher
education for salaries and wages and tech-
nology and on recommendations regarding the
allocation process for the 1999-2001 biennium.
Veterans Home management, budgeting,
and accounting practices (1997 Senate Bill
No. 2007) - Section 3 of this bill requires the
commandant of the Veterans Home to present
periodic reports to the Budget Section regarding
the development and implementation of a
corrective plan of action to improve the
agency’'s management, budgeting, and
accounting practices.

Department of Transportation evaluation of
use of airplane (1997 Senate Bill No. 2012) -
Section 4 of this bill requires the Department of
Transportation to evaluate the continued use of
a 1977 model Cessna airplane and present a
report on its evaluation to the Budget Section by
November 1998.

Administrative costs of regional and tribal
children’s services coordinating committees
(1997 Senate Bill No. 2014) - Section 6 of this
bill directs the Children’s Services Coordinating
Committee to conduct an analysis and develop
a plan to reduce, by consolidation, the adminis-
trative costs of the regional and tribal children’s
services coordinating commitiees and present
to the Budget Section by October 1, 1998, a
report containing its recommendations.

Report from ethanol plants receiving
production incentives (1997 Senate Bill No.
2019) - Section 4 of this bill requires any North
Dakota ethanol plant receiving production
incentives from the state to file with the Budget
Section a statement indicating whether the plant
produced a profit during the preceding fiscal
year after deducting incentive payments
received from the state.

North Dakota Agricultural Experiment
Station allocations for salaries and wages
(1997 Senate Bill No. 2064) - Section 6 of this
bill requires the vice president of agricultural
affairs at North Dakota State University to
present periodic reports to the Budget Section
on allocations made to agricultural research
centers for salaries and wages and on recom-
mendations regarding the allocation process for
the 1999-2001 biennium.

The following duties, assigned to the Budget Section

by statute or Legislative Council directive, are scheduled
to be addressed by the Budget Section at its December
1998 meeting:

1.

Review and report on budget data prepared
by the director of the budget (Legislative
Council directive) - Pursuant to Legislative
Council directive, the Budget Section is to




review and report on the budget data prepared
by the director of the budget and presented to
the Legislative Assembly during the organiza-
tional session.

Distribution of insurance payments to fire
districts (1997 House Bill No. 1010) - Section
8 of this bill directs the Insurance Commissioner
to present a report to the Budget Section in
December 1998 containing the resuits of an
analysis of the amount of insurance payments
distributed to fire districts during fiscal years
1996, 1997, and 1998, and actions taken to
stabilize the distribution of funds to each fire
district.

The following duties, assigned to the Budget Section
by statute or Legislative Council directive, did not require
action by the Budget Section during the 1997-99
biennium:

1.

State Forester reserve account (NDCC
Section 4-19-01.2) - This section allows the
State Forester to spend moneys in the State
Forester reserve account only after receiving
Budget Section approval.

Investment in real property by the Board of
University and School Lands (NDCC Section
15-03-04) - This section prohibits the Board of
University and School Lands from purchasing,
as sole owner, commercial or residential real
property without prior approval of the Legislative
Assembly or the Budget Section.

Game and Fish Department land acquisi-
tions (NDCC Section 20.1-02-05.1) - This
section requires the Game and Fish Department
to obtain Budget Section approval of every land
acquisition of more than 10 acres or $10,000.
Provision of contract services by the Devel-
opmental Center (NDCC Section
25-04-02.2) - This section provides that, subject
to Budget Section approval, the Developmental
Center may provide services under contract
with a governmental or nongovernmental
person.

Termination of food stamp program (NDCC
Section 50-06-05.1(17)) - This section provides
that, subject to Budget Section approval, the
Department of Human Services may terminate
the food stamp program if the rate of federal
financial participation in administrative costs is
decreased or if the state or counties become
financially responsible for the coupon bonus
payments.

Termination of energy assistance program
(NDCC Section 50-06-05.1(19)) - This section
provides that, subject to Budget Section
approval, the Department of Human Services
may terminate the energy assistance program if
the rate of federal financial participation in
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10.

11.

12.

13.

14.

administrative costs is decreased or if the state
or counties become financially responsible for
the energy assistance program payments.
Transfers resulting in program elimination
(NDCC Section 54-16-04(1)) - This section
provides that, subject to Budget Section
approval, the Emergency Commission may
authorize a transfer which would eliminate or
make impossible the accomplishment of a
program or objective funded by the Legislative
Assembly.

Preliminary planning revolving fund (NDCC
Section 54-27-22) - This section provides that
before any funds can be distributed from the
preliminary planning revolving fund to a state
agency, institution, or department, the Budget
Section must approve the distribution.

Cash flow financing (NDCC Section
54-27-23) - This section provides that in order
to meet the cash flow needs of the state, the
Office of Management and Budget may borrow,
subject to Emergency Commission approval,
from special funds on deposit in the state treas-
ury. However, the proceeds of any such indebt-
edness cannot be used to offset projected
deficits in state finances unless first approved
by the Budget Section. Additional cash flow
financing, subject to certain limitations, must be
approved by the Budget Section.

Budget stabilization fund (NDCC Section
54-27.2-03) - This section provides that any
transfer from the budget stabilization fund must
be reported to the Budget Section.

Form of budget data (NDCC Section
54-44.1-07) - This section requires the director
of the budget to prepare budget data in the form
prescribed by the Legislative Council and to
present it to the Legislative Assembly at a time
and place set by the Legislative Council. The
Legislative Council has assigned this responsi-
bility to the Budget Section.

Objection to budget allotment or expendi-
ture (NDCC Section 54-44.1-121) - This
section allows the Budget Section to object to a
budget allotment or an expenditure of a budget
unit if the allotment or expenditure is contrary to
legislative intent.

Budget reductions resulting from initiative
or referendum action (NDCC Section
54-44.1-13.1) - This section provides that,
subject to Budget Section approval, the director
of the budget may reduce state agency budgets
by a percentage sufficient to cover estimated
revenue reductions caused by initiative or refer-
endum action.

Workers Compensation Bureau report on
reinsurance (NDCC Section 65-02-13.1) - This



15.

16.

17.

18.

19.

20.
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section requires the Workers Compensation
Bureau to report annually to the Budget Section
on any reinsurance contracts negotiated by the
bureau.

Extraterritorial workers’ compensation
insurance (NDCC Section 65-08.1-02) - This
section authorizes the Workers Compensation
Bureau to establish, subject to Budget Section
approval, a casualty insurance organization to
provide extraterritorial workers’ compensation
insurance.

Welfare reform contingency line item (1997
House Bill No. 1012) - Section 9 of this bill
provides that the Department of Human Serv-
ices cannot spend the $159,800 welfare reform
contingency line item contained in Section 1 of
the bill unless approved by the Budget Section.
Department of Human Services computer
costs (1997 House Bill No. 1012) - Section 19
of this bill provides that the Department of
Human Services must receive Budget Section
approval before exceeding the costs for certain
computer projects listed in this section. If the
total cost of the computer projects is less than
the appropriated amount, the department may
request Budget Section approval to spend the
anticipated savings to start additional projects.
Waiver of certain requirements relating to
the Department of Human Services
RESPOND and TEEM projects (1997 House
Bill No. 1012) - Section 19 of this bill provides
that unless a cost allocation plan for the receipt
of federal funds is approved by the appropriate
federal agency, the Department of Human Serv-
ices cannot spend the 1997-99 biennium
general fund appropriation for the RESPOND
computer system, unless this requirement is
waived by the Budget Section. This bill also
requires that the department meet certain
requirements provided by the United States
Department of Health and Human Services
relating to the RESPOND and TEEM projects,
unless the requirements are waived by the
Budget Section.

Traumatic brain injury program establish-
ment (1997 House Bill No. 1012) - Section 29
of this bill provides that the Developmental
Center may establish, subject to Budget Section
approval, a traumatic brain injury program.
Transfer of positions to the Division of Inde-
pendent Study (1997 House Bill No. 1013) -
Section 9 of this bill requires the Department of
Public Instruction to report to the Budget
Section on any transfers of positions to the Divi-
sion of Independent Study from the other divi-
sions of the department.

Expenditure of excess income by the Office
of Management and Budget (1997 House Bill
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22.

23.

24.

25.

26.

No. 1015) - Section 3 of this bill allows the
expenditure, subject to Budget Section
approval, of income in excess of $50,000 more
than the amount of estimated income appropri-
ated to the Office of Management and Budget
for the 1997-99 biennium.

Program terminations or reductions due to

reduced federal funding (1997 House Bill

No. 1015) - Section 13 of this bill requires state

agencies, departments, and institutions to

receive Budget Section approval for the
following:

a. To terminate a program for which federal
funding is terminated.

b. To prioritize programs as necessary to
make programmatic reductions if federal
funding for separate programs is combined
in a block grant, resulting in a reduction of
federal funds available for those programs.

Expenditures and transfers from internal
service and revolving funds (1997 House Bill
No. 1015) - Section 26 of this bill requires insti-
tutions under the authority of the State Board of
Higher Education to receive Budget Section
approval of expenditures or transfers greater
than $50,000 from internal service funds, except
for mandatory transfers for servicing-related
debt and routine operating expenditures associ-
ated with the funds.
Expenditure of excess local fund revenue by
higher education institutions (1997 Senate
Bill No. 2003) - Section 11 of this bill appropri-
ates any local fund revenue received by higher
education institutions in addition to the amounts
appropriated in Section 1 of this bill and
provides that any additional revenue spent must
be reported to the Budget Section.

Transfers between the divisions of the

Department of Corrections and Rehabilita-

tion (1997 Senate Bill No. 2016) - Section 2 of

this bill authorizes the Department of Correc-
tions and Rehabilitation to transfer, with prior

Budget Section approval, appropriation
authority between the divisions of the
department.

State Water Commission bond issuance
(1997 House Bill No. 1482) - This bill allows
the State Water Commission to issue bonds for
the construction of an outlet to Devils Lake, if
the United States authorizes construction of an
outlet, and for the completion of a comprehen-
sive statewide water development program, if
the United States Congress enacts legislation
for the completion of the Garrison Diversion
Unit. If either of the contingencies occur and
the bonds are issued, the State Water Commis-
sion is required to notify the Budget Section.



27. Federal block grant hearings (1997 House d. Highway Patrol (1997 Senate Bill
Concurrent Resolution No. 3007) - This reso- No. 2011).
lution authorizes the Budget Section, through e. Department of Transportation (1997 Senate
September 30, 1999, to hold any required legis- Bill No. 2012).

28.

lative hearings for federal block grants.

Line item transfers by agencies that
received program-based appropriations -
The following agencies involved in the program-
based performance budgeting pilot project may
transfer from one program line item to another,
with prior Budget Section approval, an amount
in excess of 10 percent of a line item, as
needed to meet established performance
measures:

a. State Auditor (1997 House Bill No. 1004).

f. Commissioner of University and School
Lands (1997 Senate Bill No. 2013).

g. Parole and Probation Division of the
Department of Corrections and Rehabilita-
tion (1997 Senate Bill No. 2016).

OFFICE OF MANAGEMENT AND BUDGET

Status of the State General Fund
At each Budget Section meeting, a representative of
the Office of Management and Budget reviewed the
status of the state general fund and revenue collections

b. Office of Management and Budget (1997
House Bill No. 1015).

c. Parks and Recreation Department (1997
House Bill No. 1023).

for the biennium.

The committee reviewed the following information on
the status of the general fund for the 1995-97 biennium:

Unobligated general fund balance - July 1, 1995

Add:
1995-97 biennium general fund revenues ($4.5 million more than the March 1997 revenue forecast of
$1.377 billion)

Obligated general fund balance for authorized carryover expenditures from the 1993-95 biennium
Total general fund revenue and obligated balance available for the 1995-97 biennium

Less:
1995-97 biennium expenditures and transfers ($23.8 million less than the appropriation of $1.352 billion for
the 1995-97 biennium)

1995-97 biennium transfer to the Bank of North Dakota pursuant to Section 21 of 1997 House Bill

No. 1015, which provided that any balance in the budget stabilization fund on July 1, 1997, be transferred
to the Bank of North Dakota. Section 54-27.2-02 provided that any end of biennium balance in the general
fund in excess of $65 million be transferred to the budget stabilization fund ($9.6 million more than the
transfer estimated at the close of the 1997 legislative session)

Obligated generat fund balance for authorized carryover expenditures from the 1995-97 biennium

Unobligated general fund balance - June 30, 1997 (Pursuant to Section 54-27.2-02, the end of biennium
balance in the general fund in excess of $65 million ($17,116,290) was transferred to the budget stabilization
fund. Pursuant to Section 21 of 1997 House Bill No. 1015, the July 1, 1997, balance in the budget stabiliza-
tion fund was transferred to the Bank of North Dakota.)

$31,151,278

1,381,368,976

5,526,594

$1,418,046,848

1,328,696,762

17,116,290

7,233,796

$65,000,000

Actual general fund revenue collections through

forecast. The committee reviewed the following informa-

September 30, 1998, were 5.5 percent, or $48 million, tion based on revenue collections through
more than projected in the 1997 legislative revenue September 30, 1998:
Unobligated general fund balance - July 1, 1997 $65,000,000
Add:
General fund collections through September 30, 1998 915,371,818
Remaining forecasted general fund revenue for the 1997-99 biennium (based on the 1997 legislative 567,764,203

revenue forecast)
Total estimated general fund revenue for the 1997-89 biennium ($48 million more than the legisiative esti-
mate of $1.5 billion)
Less:

1997-99 biennium general fund appropriations

Estimated general fund balance - June 30, 1999 ($48 million more than the legislative estimate of
$10.9 million - Based on actual revenue collections through September 30, 1998, and remaining forecasted
revenue as estimated in the original 1997 legislative revenue forecast.)

$1,548,136,021

1,489,240,087

$58,895,934
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1997 Flood Disaster

The committee received several reports on the esti-
mated fiscal impact of the 1997 flood disaster and the
amount of moneys borrowed by state agencies from the
Bank of North Dakota, pursuant to NDCC Section
54-16-13. The reports indicated that the Office of
Management and Budget expects the 1999 Legislative
Assembly to receive $15 to $18 million of deficiency
appropriation requests from state agencies to repay
moneys borrowed from the Bank of North Dakota.
Through September 30, 1998, four state agencies have
been authorized to borrow from the Bank of North
Dakota pursuant to Section 54-16-13. the Division of
Emergency Management, $16,696,400; the Adjutant
General's office, $10,050,000; the University of North
Dakota, $12,000,000; and UND-Lake Region, $200,000.
Through September 30, 1998, amounts that have been
borrowed and will need to be repaid with state funds are
as follows: The Division of Emergency Management,
$10,300,000; the Adjutant General's office, $99,800; the
University of North Dakota, $952,095; and UND-Lake
Region, $200,000.

Fiscal Irregularities
Pursuant to NDCC Section 54-14-03.1, the Budget

Section received a report from the Office of Management
and Budget on irregularities in the fiscal practices of the
state. Irregularities include the use of state funds to
provide bonuses, cash incentive awards, and temporary
salary adjustments for state employees. The report
identified temporary salary adjustments provided to
employees at the Office of Management and Budget,
Secretary of State’s office, the Department of Transpor-
tation, and the Workers Compensation Bureau.

HIGHER EDUCATION
Nonresident Tuition Rates

Pursuant to NDCC Section 15-10-18, the Budget
Section approved nonresident tuition rates proposed by
the State Board of Higher Education for the 1997-98 and
1998-99 school years. The nonresident tuition rates
approved by the Budget Section did not include tuition
rates for students from Minnesota and other surrounding
states and provinces, which are governed by reciprocal
or unilateral tuition agreements. The nonresident tuition
rates approved by the committee were two and two-
thirds times the resident tuition rate at each North
Dakota institution. The approved nonresident rates are
as follows:

Increase Increase
1998-99 Over 1997-98 1997-98 Over 1996-97
Nonresident | Nonresident | Nonresident | Nonresident
Tuition Rates | Tuition Rates | Tuition Rates | Tuition Rates
University of North Dakota and North Dakota State University
Undergraduate $6,306 $336 $5,970 $336
Graduate $6,868 $336 $6,532 $338
Law $7,428 $336 $7,092 $337
Medicine $26,834 $2,216 $24,618 $2,030
Minot State University
Undergraduate $5,234 $240 $4,994 $240
Graduate $6,868 $336 $6,532 $338
Dickinson State University, Mayville State University, and
Valley City State University
Undergraduate $4,892 $202 $4,690 $204
Bismarck State College, UND-Lake Region, UND-Williston, State
Coliege of Science, and Minot State University - Bottineau
Undergraduate $4.144 $0 $4,144 $0

The committee discussed the continued need for the
Budget Section to approve nonresident tuition rates set
by the State Board of Higher Education, pursuant to
NDCC Section 15-10-18. It was determined that if the
Budget Section approval requirements of Section
15-10-18 were eliminated, the State Board of Higher
Education would have increased flexibility to set nonresi-
dent rates, but that through the appropriation process,
the Legislative Assembly would retain control over the
total amount of nonresident tuition collected by the insti-
tutions of higher education. The Budget Section recom-
mends Senate Bill No. 2029 to amend Section 15-10-18
to eliminate the requirement that the Budget Section
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approve nonresident tuition rates at the institutions of
higher education.

Funding Pool Allocations

Pursuant to Section 16 of 1997 Senate Bill No. 2003
and Section 6 of 1997 Senate Bill No. 2064, the Budget
Section received reports from the University System on
University System allocations for salaries and wages and
technology and North Dakota State University allocations
to agricultural research centers for salaries and wages.
The funding pools provided by the 1997 Legislative
Assembly to the University System were $356 million
($170.3 million from the state general fund) for salaries



and wages and $23.6 million (all from the state general
fund) for technology. The funding pool provided to North
Dakota State University for agricultural research centers
salaries and wages was $40 million ($25.4 million from
the state general fund).

The University System recommended that for the
1999-2001 biennium, the appropriation to the University
System office include funding pools for all institutional
operating and capitai improvement line items and that
funding for operating and capital projects be accounted
for in separate pools.

Capital Projects
During the 1997-99 biennium, the Budget Section
received information relating to the following University
System capital projects:
* University of North Dakota - Skywalk from the
Johnstone-Fulton-Smith residence hall complex
to the Squires-Hancock-Walsh residence hall

complex.

+ University of North Dakota - Biomedical research
facility.

* North Dakota State University - Animal research
facility.

* Williston Research Extension Center - Ernie
French Center.

* University of North Dakota - Abbott Hall walkway.

* North Dakota State University -
Engineering/architecture addition to Ehly Hall.

* University of North Dakota - “University village,”
including a building to be leased by Barnes &
Noble, Inc.

* University of North Dakota - 42nd Street skywalk
project.

* Dickinson State University - Student union reno-
vation and addition.

Pursuant to NDCC Section 15-10-12.1, the Budget
Section approved the expenditure of an additional
$100,000 of other funds for construction of the Ernie
French Center at the Williston Research Extension
Center, increasing the spending authority for the project
from $650,000 to $750,000.

The Budget Section authorized the University of
North Dakota to use up to $1.2 million to be provided by
the University of North Dakota Alumni Association and
Foundation for the construction of a biomedical research
facility, as authorized by 1997 Senate Bill No. 2003. The
project is estimated to cost approximately $6 million,
funded through the following sources:

» State bonding proceeds, $3 million.

* United States Department of Agriculture grants,

$600,000.

* University of
$1.2 million.

* University of North Dakota Alumni Association
and Foundation advance, $1.2 million.

North Dakota local funds,
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Pursuant to NDCC Section 15-10-12.1, the Budget
Section authorized the North Dakota State University to
spend up to $1.6 million of other funds for the construc-
tion of an engineering/architecture addition to Ehly Hall,
$400,000 more than the amount authorized by the 1997
Legislative Assembly.

Pursuant to NDCC Section 15-10-12.1, the Budget
Section authorized the University of North Dakota to
construct a walkway from Abbott Hall to McCannel Hall
at an estimated cost of $190,000. The project will be
funded through excess appropriation authority provided
by the 1995 Legislative Assembly for the $4.1 miilion
Abbott Hall renovation project.

The Budget Section received information on the
University of North Dakota's plan to develop approxi-
mately 150 acres of land adjacent to the campus. The
development was referred to as a “university village,”
where businesses could locate to provide services to
students and the Grand Forks community. The univer-
sity discussed plans to construct a building to be leased
by Barnes & Noble, Inc., for use as the university book-
store and other retail businesses. The university plans
to construct the proposed building using proceeds from
the sale of bookstore inventory, accumulated reserves
for bookstore improvements, and the proceeds of
revenue bonds issued by the University Alumni Founda-
tion. The Budget Section recommends Senate Bill
No. 2030 to appropriate $4.5 million from special funds
and to authorize the construction of a building on the
University of North Dakota campus for use as the univer-
sity bookstore and other retail businesses.

The Budget Section received information on the
University of North Dakota 42nd Street skywalk project,
which due to increased labor and material costs as a
result of the 1997 flood will cost approximately
$1.3 million, $100,000 more than the amount authorized
for the project. Pursuant to NDCC Section 15-10-12.1,
the Budget Section increased the authorized amount of
the 42nd Street skywalk project from $1.2 to $1.3 million
of private funds.

The Budget Section received information on a
proposed project at Dickinson State University to
remodel and expand the student center. The project
was authorized by the 1995 Legislative Assembly, but
Section 10 of 1995 House Bill No. 1003 provided
authority for issuance of the bonds only during the
1995-97 biennium. The entire project, including the
remodeling and addition, new furnishings, and asbestos
abatement, is anticipated to cost approximately
$3.2 million. The proposed sources of funds for the
project are:

Asbestos litigation funds $331,000
Auxiliary reserves 1,200,000
Proposed revenue bond proceeds 1,000,000
Qil production royalties 500,000
Private contributions 169,000
Total $3,200,000




The Budget Section requested the Legislative Council
staff to prepare, for the committee’s December 1998
meeting, a bill draft to authorize Dickinson State Univer-
sity to issue and sell self-liquidating, tax-exempt bonds in
an amount not to exceed $1.5 million for the purpose of
renovating and expanding the student center at Dick-
inson State University.

Service, Access, Growth, and

Empowerment (SAGE) Project
The Budget Section received information from the
North Dakota University System on a proposed project to
replace the University System’'s administrative and
student records computer system with a new system,
referred to as the SAGE project. The University System
proposed financing the project and requesting state
appropriations to allow repayment during the next four

bienniums. The estimated cost of the project is as

follows:
Licensing agreements for software $2,500,000
Consulting costs 10,800,000
Consultant travel 1,500,000
Personnel costs 1,700,000
University System travel and training 600,000
Five-year software maintenance costs 1,700,000
Hardware and data base costs 2,600,000
Third-party software 400,000
Five-year network upgrade costs 300,000
Total $22,100,000

Federal Emergency Management
Agency Reimbursements to the
University of North Dakota

The Budget Section received a report on flood
damage at the University of North Dakota, reimburse-
ments from the Federal Emergency Management
Agency (FEMA), and the university’s flood insurance
coverage. The committee was informed that FEMA
identified approximately $8.6 million that the university
should collect from insurance companies for damages
relating to the flood. The Federal Emergency Manage-
ment Agency deducted that amount from federal reim-
bursements paid to the university. Seventy-two buildings
on the university’s campus sustained damage during the
1997 flood. A total of 322 projects for a total of
$48.2 million have been approved or are being reviewed
by FEMA as of September 1998. As a condition of
receiving federal assistance, the university was required
by FEMA to obtain flood insurance for any buildings
located in the 100-year floodplain and for other flood-
damaged buildings for which insurance coverage was
available. The university requested guidance from the
Budget Section regarding the type of insurance coverage
to purchase. The following options were presented to
the Budget Section:
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1. Insure buildings at the lower of 80 percent of
building value or $500,000, which would provide
flood and sewer damage coverage at an esti-
mated cost of $94,500 per year.

2. Insure buildings at the level of reimbursement
received from FEMA as required by federal
reguiations, which would provide flood but not
sewer backup coverage at an estimated cost of
$56,360 per year.

The Budget Section encouraged the University of
North Dakota to purchase the lowest cost insurance
coverage available which would satisfy FEMA
requirements.

DEPARTMENT OF HUMAN SERVICES

Computer Projects
The 1997 Legislative Assembly appropriated

$32.8 million (316 million from the state general fund) for
computer system ongoing operations and new develop-
ment at the Department of Human Services during the
1997-99 biennium. The department’'s five major tech-
nology projects during the 1997-99 biennium are:

1. The training, education, employment, and

management (TEEM) project.
2. The State Hospital project.
3. The medicalitemporary assistance for needy
families (TANF) project.
4. The child care project.
5. The child support enforcement system project.
The department reported that through October 7,

1998, it spent approximately $4 million for the develop-
ment of the child support enforcement system and antici-
pated spending approximately $2.5 million more prior to
October 1, 1999. Because the system was not federally
certified by October 1, 1998, the department will be
assessed a penalty of approximately $160,000, which
can be reduced by 20 percent if the system is certified by
October 1, 1999. The following amounts were budgeted
for the biennium and spent through October 7, 1998, for
the following computer projects:

Budget for Amount Spent
1997-99 Through
Project Biennium October 7, 1998
TEEM $1,770,248 $419,412
State Hospital $1,800,000 $720,938
Medical/TANF $2,917,229 $9,353
Child care system $329,332 $0

The Budget Section received information from the
Department of Human Services on plans for operating
computer networks within the department. The depart-
ment's 1997-99 biennium appropriation included
$726,195 to operate the department’s existing computer
network. The information presented to the committee
indicated that the department anticipates spending
$167,405 of this amount to provide additional access to
the existing network.




The Budget Section also received information from
the Department of Human Services on the Medicaid
management information system (MMIS). The informa-
tion presented indicated that the department determined
it necessary to begin planning for the MMIS computer
system to support anticipated changes in the Medicaid
program. The department’s plan was as follows:

Complete an analysis and evaluation of the
current system and its limitations.

2. Complete a cost-benefit analysis of options.

3. Begin a basic system design.

4. Develop a project plan, including priorities and
estimated costs.

The 1997 Legislative Assembly did not provide
funding specifically for the MMIS computer system
project. The Budget Section approved the department’s
proposal to begin planning, analysis, and design of a
Medicaid management information system using existing
staff and operating expenses appropriated for the Medi-
caid program for the 1997-99 biennium.

Pursuant to Section 19 of 1997 House Bill No. 1012,
the committee received reports at each meeting on the
status of the RESPOND computer system. Because of
the interrelationship of the RESPOND and TEEM
projects, costs associated with the RESPOND project
were reported as part of the TEEM project.

Welfare Fraud Detection Programs
Pursuant to Section 30 of 1997 House Bill No. 1012,
the Budget Section received reports from the Depart-
ment of Human Services on welfare fraud detection
programs. The reports indicated that during calendar
years 1996 and 1997, $396,188 was spent on welfare
fraud detection programs and $436,229 was recovered.

Additional FTE Positions at Department of

Human Services Agencies and Institutions

Pursuant to Section 7 of 1997 House Bill No. 1012,
the Budget Section received a report on FTE positions at
human service centers, the State Hospital, and the
Developmental Center. The report indicated that human
service centers added 8.8 FTE positions at an estimated
general fund cost of $60,447 for the 1997-99 biennium,
the State Hospital did not add any FTE positions above
the legislatively authorized level, but transferred two FTE
positions to human service centers and 8.5 FTE posi-
tions to the Department of Corrections and Rehabilitation
for the James River Correctional Center. The report also
indicated the Developmental Center added 20 FTE posi-
tions above the legislatively authorized level.

Pursuant to Section 7 of 1997 House Bill No. 1012,
the Budget Section accepted the report presented by the
department.

Adult Developmentally Disabled Children
Subsidy Pilot Program
Pursuant to Section 25 of 1997 House Bill No. 1012,
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the Budget Section received a report from the Depart-
ment of Human Services on efforts to seek federal
waivers and establish a pilot program in one human
service region to provide a subsidy on behalf of aduit
developmentally disabled children, age 22 and older,
residing in their parents’ homes. This section requires
that the program:

* Be limited to no more than five adult developmen-

tally disabled children.

* Be limited to $500 per month per eligible adult

developmentally disabled child.

* Be provided only to parents whose income is no

more than the federal poverty level.

The report indicated that the department’s request for
a federal waiver was denied and that the department had
two options in which to proceed:

1. Use the $10,000 general fund appropriation
(which was intended to match federal funds for
the pilot program) to conduct a pilot program, on
a smaller scale than originally anticipated, for
the remainder of the 1997-99 biennium.

2. Develop an 1115 demonstration waiver request,
which would require an expansion of the pilot
project and would take one to two years to
implement.

The Budget Section encouraged the Department of
Human Services to proceed, at the department’s discre-
tion, to establish a pilot program, terminating on June 30,
1999, unless continued by the 1999 Legislative Assem-
bly, to provide a subsidy on behalf of adult developmen-
tally disabled children who reside in their parents’ homes
and to develop a request for a federal 1115 demonstra-
tion waiver.

Block Grant Accountability

Pursuant to Section 28 of 1997 House Bill No. 1012,
the Budget Section received a report from the Depart-
ment of Human Services on block grant accountability
for human service centers, the State Hospital, and the
Developmental Center. The 1997 Legislative Assembly
provided appropriations in the form of block grants rather
than specific line items for each human service center
and institution. The report presented by the department
included the following:

e For the period from July 1, 1997, to April 30,
1998, the employee turnover at the human
service centers, State Hospital, and the Develop-
mental Center averaged between 5.3 and
12.9 percent.

e As of April 30, 1998, there were 111.88 vacant
FTE positions among the 1,947.55 FTE positions
at the human service centers, State Hospital, and
the Developmental Center.

¢ Block grant funding allowed the human service
centers, State Hospital, and Developmental
Center the flexibility to manage resources to
maximize their effectiveness in serving clients




through contractual arrangements or the direct
provision of services.

WESTWOOD PARK ASSETS
MANAGEMENT COMMITTEE

The Budget Section received a request, pursuant to
NDCC Section 25-04-20, from the Westwood Park
Assets Management Committee to approve an amend-
ment to a letter of understanding entered into between
the Westwood Park Assets Management Committee, the
Department of Human Services, and the Retirement
Housing Foundation. During the 1995-97 biennium, the
Budget Section approved a letter of understanding that
provided the Retirement Housing Foundation a six-
month option to lease or purchase property at the Devel-
opmental Center for the development of retirement hous-
ing. The proposed amendment extended the term of the
option for an additional six months, through
November 30, 1997. Pursuant to Section 25-04-20, the
Budget Section approved the proposed amendment to
the letter of understanding entered into between the
Westwood Park Assets Management Committee, the
Department of Human Services, and the Retirement
Housing Foundation.

The Budget Section received a subsequent report
that the Retirement Housing Foundation intended to
withdraw from the project, but that MetroPlains Develop-
ment, LLC, was interested in pursuing the project. The
committee received a request from the Westwood Park
Assets Management Committee to approve a letter of
understanding negotiated between the Westwood Park
Assets Management Committee, the Department of
Human Services, and MetroPlains Development, LLC.
The letter of understanding provided that MetroPlains
Development, LLC, has until December 31, 1998, to
secure financing for the project. Pursuant to NDCC
Section 25-04-20, the Budget Section approved the letter
of understanding negotiated between the Westwood
Park Assets Management Committee, the Department of
Human Services, and MetroPlains Development, LLC,
which provides for a contingent transfer of ownership to
MetroPlains Development, LLC, of the North A, North B,
and Refectory properties at Westwood Park, if financing
can be obtained for the renovation of those buildings.

Pursuant to NDCC Section 25-04-20, the Budget
Section also approved the sale of approximately
14.7 acres of Westwood Park property to the Walsh
County Historical Society for the price of $1 and provided
that the sales agreement must include the provision that
if the Walsh County Historical Society discontinues its
operations, the property will revert to the state of North
Dakota.

JOB SERVICE NORTH DAKOTA
Pursuant to NDCC Section 52-02-17, the Budget
Section received reports from Job Service North Dakota
on the balance of the job insurance trust fund. This
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section provides that if the balance in the job insurance
trust fund is projected to fall below $40 million, Job
Service North Dakota must present a report to the
Budget Section on the condition of the fund, the circum-
stances leading to the decrease in the fund balance, and
a proposal on how to increase the fund balance to
$40 million. The report indicated that if no changes were
implemented in administration, unemployment insurance
tax rates, or benefit payments, the job insurance trust
fund balance would decline to $22.5 million by the end of
1998. Based on Job Service North Dakota's November
1997 projections, the trust fund balance is estimated to
be approximately $28.5 million at the end of 1998. Job
Service North Dakota proposed the following three initia-
tives to increase the balance in the fund:;
1. Administrative initiatives:
a. Provide additional assistance to claimants
to reduce the duration of the benefit period.
b. Provide prompt assessments for displaced
workers, inciuding the development of a
reemployment plan which may include skill
training. ‘
¢. Change the unempioyment benefits’ dura-
tion schedule.
2. Executive action:
a. Increase unemployment insurance tax rates
from an average of .86 percent to
1.09 percent. The tax rate change was
projected to increase trust fund income by
$6.8 million in 1998.
3. Policy changes:
a. The agency will develop suggested policy
changes for consideration by the Legislative
Assembly in the following areas:
(1) The taxable wage ceiling.
(2) Employer experience rating and the
length of time necessary to establish
a rating.
(3) Interest and penalties on delinquent
accounts.
(4) Interpretation of suitability of work.
The Budget Section requested that the chairman of
the Legislative Council assign to an appropriate interim
committee, the responsibility of receiving reports from
Job Service North Dakota relating to any administrative
changes, statutory changes, and changes in the unem-
ployment insurance tax structure that may be proposed
by the agency for consideration by the 1999 Legislative
Assembly. Pursuant to the directive of the Legislative
Council chairman, this duty was assigned to the
Commerce and Agriculture Committee.

DEPARTMENT OF TRANSPORTATION

AIRPLANE EVALUATION
Pursuant to Section 4 of 1997 Senate Bill No. 2012,
the Budget Section received reports from the Depart-
ment of Transportation on the department's evaluation of




the continued use of a 1977 model Cessna airplane.
The report indicated that increasing maintenance costs
and maintenance time related to the 1977 Cessna model
421 aircraft has resulted in scheduling problems and the
department has determined that to provide long-term
aircraft service to the Governor's office and other state
officials, a new aircraft must be leased or purchased.
The report indicated that the department advertised a
request for proposals for a two-year lease on a King Air
200 aircraft, with an option to buy the aircraft at any time
during the contract. The department determined that of
the lease proposals received, the lease proposed by
Airfleet Capital, with monthly lease payments of $66,650,
offered the highest long-term cost benefit to the state.

CHILDREN’S SERVICES
COORDINATING COMMITTEE
Grants

Pursuant to NDCC Section 54-56-03, the Budget
Section received a report from the Children's Services
Coordinating Committee on grants to be distributed by
the Children’s Services Coordinating Committee in addi-
tion to specific statewide grants approved by the 1997
Legislative Assembly. The report indicated that five
grant applications, for a total of $120,000, had been
approved by the Children's Services Coordinating
Committee and that each of the grants provided services
to reduce the number of juveniles entering the criminal
justice system. Pursuant to Section 54-56-03, the
Budget Section authorized the Children’s Services Coor-
dinating Committee to distribute five grants for a total of
$120,000.

Administrative Costs

Pursuant to Section 6 of 1997 Senate Bill No. 2014,
the Budget Section received reports from the Children’s
Services Coordinating Committee on administrative
costs of the regional and tribal committees. Legislative
intent included in Senate Bill No. 2014 provided that
because of the relatively high administrative expenses
compared to income of some regional and tribal chil-
dren's services coordinating committees, the state Chil-
dren’s Services Coordinating Committee should conduct
an analysis and develop a plan to reduce administrative
costs by consolidation of regional and tribal committees.
The report indicated that the Children’s Services Coordi-
nating Committee determined that it was not feasible to
consolidate the local committees due to the geographic
size of less populous regions of the state and the large
population of other regions. The report indicated that of
the $1,080,000 provided by the 1997 Legislative
Assembly for administrative costs of the regional and
tribal committees, local committees spent $505,619
during the first year of the biennium, $34,381 less than
the $540,000 per year allocation. The report indicated
that in addition to the $505,619, local committees spent
$172,000 that was carried over from the 1995-97
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biennium, pursuant to an Attorney General’s opinion
dated June 3, 1997.

VETERANS HOME
MANAGEMENT, BUDGETING, AND

ACCOUNTING PRACTICES

Pursuant to Section 3 of 1997 Senate Bill No. 2007,
the Budget Section received reports from the Veterans
Home on improvements in the management, budgeting,
and accounting practices at the Veterans Home. The
reports indicated that the home has taken steps to
improve its budgeting and accounting procedures,
including requiring department administrators to explain
any variances between actual and budgeted expendi-
tures and outline a corrective plan of action, if necessary,
to address the variances. The report also indicated that
the fiscal year 1998 audit of the Veterans Home revealed
no problems with the recording and reporting of financial
transactions.

HISTORICAL SOCIETY SELF-ASSESSMENT

Pursuant to Section 4 of 1997 House Bill No. 1022,
the Budget Section received a report from the State
Historical Society on the results of an assessment of the
programs and services of the State Historical Society.
The report included the following conclusions:

e The State Historical Society has inadequate
resources to meet public demands.

» The existing organizational structure is working
efficiently.

* The State Historical Society needs to improve
public information and marketing efforts.

* The State Historical Society has several needs
related to the maintenance, expansion, or
improvement of buildings.

* The agency needs to work cooperatively with
other state agencies and other organizations to
meet technology challenges relating to main-
taining and providing public access to state
records.

* The agency needs additional staff to seek grants,
gifts, and endowments to supplement state
funding.

ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

PLANNING GRANTS

Pursuant to NDCC Section 54-35.2-02.1, the Budget
Section received reports on planning grants distributed
to cities and counties by the Advisory Commission on
Intergovernmental Relations. The reports indicated that
at the July 9, 1997, meeting of the Advisory Commission
on Intergovernmental Relations, the commission
accepted final reports presented by the North Dakota
League of Cities and the North Dakota Association of
Counties regarding planning grants received from the



commission. The reports also indicated that no new
planning grant moneys have been appropriated by the
1995 or 1997 Legislative Assemblies, no additional grant
funds are available to be distributed by the commission,
and no grants are outstanding. The Budget Section was
informed that the Advisory Commission on Intergovern-
mental Relations approved and recommended to the
Legislative Council a bill to repeal Section 54-34.2-02.1,
to eliminate the planning grant program and to remove
the requirement that the commission report annually to
the Budget Section. '

WORKERS COMPENSATION BUREAU

CRITICAL SALARY ADJUSTMENTS

Pursuant to Section 3 of 1997 House Bill No. 10286,

the Budget Section received a report from the Workers
Compensation Bureau on the expenditure of the
$350,000 appropriation provided for critical salary adjust-
ments. The report indicated the following:

* During the 1997-99 biennium, no general pay
increases were given to bureau employees.

* Individual pay increases ranged from one to nine
percent, with an average of 4.75 percent, based
on employee job performance.

* The bureau’'s pay-for-performance program has
had a positive impact on empioyee morale and
has reduced staff turnover from 22 percent in
1996 to 11 percent in 1997.

CORRESPONDENCE FROM

ETHANOL PLANTS

Pursuant to 1995 Senate Bill No. 2026 and 1997
Senate Bill No. 2019, the Budget Section received
reports from North Dakota ethanol plants receiving
production incentives from the state. The Alchem, Ltd.,
plant was the only plant to receive production incentives
from the state during calendar years 1996 and 1997.
The correspondence indicated that after deducting
payments received from the state, the Alchem, Ltd.,
plant did not produce a profit.

LEGISLATIVE HEARINGS FOR

FEDERAL BLOCK GRANTS

The Budget Section reviewed a Legislative Council
memorandum that indicated that of the 12 block grant
programs listed in the 1998 catalog of federal domestic
assistance, only the community services block grant will
require a public hearing to be held by the Legisiative
Assembly. The required public hearing will be held as
part of the appropriation hearing for the Office of
Management and Budget during the 1999 legislative
session.

The Budget Section recommends Senate Concurrent
Resolution No. 4001 to authorize the Budget Section to
hold any public legislative hearings required for the
receipt of federal block grant funds during the period

30

from the recess or adjournment of the 56th Legislative
Assembly through September 30, 2001.

FEDERAL FUNDS

The Budget Section reviewed a Legislative Council
memorandum on federal funds anticipated to be
received by state agencies and institutions for bienniums
ending June 30, 1999, and June 30, 2001. The report
indicated that for the 1997-99 biennium, state agencies
and institutions anticipate receiving $1.628 billion of
federal funds, approximately $177 million more than the
amount appropriated. For the 1999-2001 biennium,
state agencies and institutions anticipate receiving
approximately $1.604 billion of federal funds.

LEGISLATIVE COUNCIL REPORTS

The Budget Section received the following reports

prepared by the Legislative Council staff:

* An Analysis of the 55th Legislative Assembly
Changes to Recommended Appropriations in the
Executive Budget - 1997-99 Biennium. The
report included information on legislative appro-
priations, general fund revenues, special fund
balances, and historical appropriation statistics
for the 1967-69 through 1997-99 bienniums.

* Capital Construction Projects - Authorization of
Expansions by the Budget Section.

* Capital Construction Projects With a Required
Local Match - 1989-91 to 1997-99 Bienniums.

¢ State and Federal Historic Building Preservation
Laws.

BUDGET TOUR REPORTS
The following Budget Section members were
assigned to Budget Section tour groups:

Budget Section Northeast Tour Group

Members: Representatives Richard Kunkel {(Chair-
man), Merle Boucher, John Dorso, Pam Gulleson, Mike
Timm, Francis J. Wald; Senators David E. Nething,
Larry J. Robinson.

Institutions: Mayville State University, School for
the Blind, University of North Dakota, Mill and Elevator,
Developmental Center at Westwood Park.

Budget Section Southeast Tour Group

Members: Senators Ken Solberg (Chairman), Aaron
Krauter, Pete Naaden, Gary J. Nelson, Rolland W.
Rediin; Representatives Ole Aarsvold, James Boehm,
Rex R. Byerly, Robert Huether.

Institutions: Valley City State University, Veterans
Home, North Dakota State College of Science, North
Dakota State University, Main Research Center,
Agronomy Seed Farm.

In addition, budget tours were also conducted during
the 1997-99 biennium by the Budget Committee on
Government  Finance, Budget Committee on




Government Services, Budget Committee on Human
Services, Welfare Reform Committee, and the Budget
Committee on Long-Term Care.

The Budget Section reviewed memorandums
summarizing the visitations of the budget committees
and the budget tour groups. These memorandums will
be compiled for submission to the Appropriations
Committees during the 1999 legislative session.

The Budget Committee on Government Finance,
Senator David E. Nething, Chairman, toured Bismarck
State College, State Penitentiary, Missouri River Correc-
tional Center, Youth Correctional Center, Roughrider
Industries, and James River Correctional Center.

The Budget Committee on Government Services,
Representative Janet Wentz, Chairman, toured the
South Central Human Service Center, State Hospital,
James River Correctional Center, Badlands Human
Service Center, Dickinson State University, Dickinson
Research Extension Center, North Central Human
Service Center, Minot State University - Bottineau,
Forest Service, Minot State University, State Fair, North
Central Research Extension Center, and Peace Garden.
The Budget Committee on Government Services recom-
mended that the 1999 Legislative Assembly provide
funding for the State Hospital to purchase a new boiler,
rather than to purchase a used one or repair the current
boiler.

The Budget Committee on Human Services, Senator
Timm Mathern, Chairman, toured the West Central
Human Service Center, Southeast Human Service
Center, and Northeast Human Service Center.

The Welfare Reform Commitiee, Senator Jim
Yockim, Chairman, toured the Northwest Human Service
Center, UND-Williston, and Williston Research Extension
Center.

The Budget Committee on Long-Term Care, Senator
Aaron Krauter, Chairman, toured the School for the
Deaf, UND-Lake Region, and Lake Region Human
Service Center.

AGENCY REQUESTS AUTHORIZED BY

THE EMERGENCY COMMISSION

Pursuant to NDCC Sections 54-16-04, 54-16-04.1,
and 54-16-04.2, the Budget Section considered agency
requests that had been authorized by the Emergency
Commission and forwarded to the Budget Section.

From the committee’s June 18, 1997, meeting to the
committee’s October 7, 1998, meeting, the Budget
Section considered 94 requests, all of which were
approved.

The attached appendix provides a description of each
agency request considered by the Budget Section.

OTHER ACTION
The Budget Section received a report from the Infor-
mation Services Division of the Office of Management
and Budget on guidelines developed by the division for
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use by state agencies in preparing information tech-
nology plans, as required by 1997 House Bill No. 1034.

The Budget Section received a report from Rough-
rider Industries on plans to convert its computer system
from a mainframe-based system to a personal computer-
based network system.

The Budget Section received a report from the Office
of Management and Budget on possible changes to the
economic forecasting service used by the Office of
Management and Budget and the state of North Dakota.
The Budget Section received a report from the Office of
Management and Budget on the North Dakota risk
management program. The report indicated that the
Risk Management Division established an excess insur-
ance program to provide protection for the risk manage-
ment fund in circumstances in which the fund could be
exposed to liability in excess of the statutory caps
provided in NDCC Section 32-12.2-02. The Budget
Section received a report from the Office of Management
and Budget on actual-to-planned performance for the
fiscal year ended June 30, 1997, for each of the agen-
cies involved in the program-based performance budg-
eting pilot project.

The Budget Section received a report from the North
Dakota University System on the State Board of Higher
Education’s study of alternative models for charging
tuition. The current tuition model is referred to as a flat
rate model, under which students pay a per credit hour
rate for each credit taken up to 12 hours per semester
and a flat tuition rate for credit hours over 12 per semes-
ter. The report indicated that the University System was
studying two new tuition models, a per credit hour model
that wouid require students to pay a uniform rate for
each credit hour taken, and a combined per credit
hour/flat rate mode! that would require students to pay a
per credit hour rate for all credits taken up to 15 or 16
credit hours.

The Budget Section received a report from the
Department of Human Services on the children’s health
insurance program. The report indicated that the chil-
dren’s health insurance program allows states to develop
health insurance coverage for children of working fami-
lies whose income is too much to qualify for Medicaid but
is not adequate to purchase private health insurance.
The department implemented Phase 1 of the program by
expanding Medicaid coverage to 18-year old children
whose family income is below 100 percent of the federal
poverty level. This change was effective on October 1,
1998. Phase 2 of the program will be addressed through
legislation to be considered by the 1999 Legislative
Assembly.

The Budget Section received a report from the
Department of Human Services on the welfare-to-work
program. The report indicated that the Department of
Human Services plans to submit a state welfare-to-work
plan to the federal government, which, if approved, will
allow North Dakota to receive approximately $2.7 million




of federal funds during federal fiscal year 1998 and
approximately $2.5 million of federal funds during federal
fiscal year 1999. The report indicated that $1 of state
match will be required for every $2 of federal funds
received. The department plans to use savings from
reduced TANF caseloads to provide the state match.
The state plan has been approved and the department

32

plans to implement the program in November 1998 in
cooperation with Job Service North Dakota.

This report presents Budget Section activities through
October 1998. Because one of the major responsibilities
of the Budget Section is to review the executive budget,
which by law is not presented to the Legislative
Assembly until after December 1, a supplement to this
report will be submitted for distribution at a later date.




APPENDIX

Pursuant to North Dakota Century Code Sections
54-16-04, 54-16-04.1, and 54-16-04.2, the Budget
Section considered 94 agency requests that were
authorized by the Emergency Commission. All requests
considered were approved by the Budget Section. The
following is a list of agency requests approved through
October 1998:

1. Department of Agriculture

June 18, 1997 - To increase other funds
spending authority and the Safe Send
program line item by $75,000 of federal
funds from the Environmental Protection
Agency for the collection and disposal of
flood-damaged hazardous waste.

June 18, 1997 - To increase other funds
spending authority by $100,400 for the agri-
culture disaster response center.

December 3, 1997 - To increase other funds
spending authority and the state waterbank
program line item by $500,000 from the
Game and Fish Department for waterbank
contracts, especially those in the Devils
Lake Basin.

December 3, 1997 - To increase federal
funds spending authority and the Safe Send
line item by $182,295 for the collection and
disposal of flood-damaged hazardous waste
collected in the Red River Valley as a result
of the 1997 flood.

2. Council on the Arts

October 7, 1998 - To increase federal funds
spending authority and the grants line item
by $231,824 from the National Endowment
for the Arts ($229,500) and carryover
spending authority from the 1995-97 bien-
nium ($2,324).

3. Attorney General

June 10, 1998 - To increase other funds
spending authority by $107,333 ($30,000 for
salaries and wages, $60,000 for operating
expenses, and $17,333 for equipment) from
the fire and tornado fund, the Federal Emer-
gency Management Agency, and an insur-
ance company relating to flood damage to
the agency's Grand Forks office.

4. Bismarck State College

June 10, 1998 - To increase other funds
spending authority by $250,668 ($100,000
for equipment and $150,668 for capital
improvements) of additional tuition income
for instructional equipment and various
capital projects.

5. Department of Corrections and Rehabilitation

June 18, 1997 - To transfer $180,000 of
spending authority from the operating
expenses line item to the grants line item for
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federal grants to be distributed to local juve-
nile delinquency prevention programs.

June 18, 1997 - To transfer $150,000 of
spending authority from salaries and wages
to operating expenses for higher than antici-
pated inmate medical costs.

October 8, 1997 - To increase federal funds
spending authority and the capital improve-
ments - medium security facility line item by
$1,351,445 for additional federal crime bill
funds and to transfer $150,160 of spending
authority from salaries and wages to the
capital improvements - medium security
facility line item for the James River Correc-
tional Center.

October 8, 1997 - To increase federal funds
spending authority and the capital improve-
ments line item by $15,761 from the Federal
Emergency Management Agency for road
repairs.

October 8, 1997 - To transfer spending
authority of $162,200 from the operating
expenses line item to the equipment line
item for computer equipment for the infor-
mation systems project which will combine
the data bases of the Penitentiary and the
Parole and Probation Division.

October 8, 1997 - To increase other funds
spending authority by $91,051 for capital
improvements ($61,531) and operating
expenses ($29,520) for federal funds avail-
able from the Office of Intergovernmental
Assistance and the Attorney General's
office for a heating system project at the
Missouri River Correctional Center and the
housing of Penitentiary inmates in local
jails.

October 8, 1997 - To increase other funds
spending authority by $12,937 of federal
funds available from the Attorney General's
office for operating expenses ($7,137) and
equipment ($5,800) for the residential
substance abuse treatment program.

June 10, 1998 - To increase other funds
spending authority and the operating
expenses line item by $12,000 of federal
funds for drug and alcohol use prevention
and awareness programs.

June 10, 1998 - To increase other funds
spending authority by $450,000 ($50,000
for salaries and wages, $200,000 for oper-
ating expenses, and $200,000 for grants) of
federal funds for temporary and overtime
salaries, salary equity adjustments, the relo-
cation of two community offices, computer
support services, staff training, and grants
to local entities.




June 10, 1998 - To increase other funds
spending authority and the grants line item
by $1,567,900 of federal funds for commu-
nity programs for juvenile offenders.

June 10, 1998 - To increase other funds
spending authority and the salaries and
wages line item by $23,436 of federal funds
for employment skills training for juveniles
and the employment of adult supervisors for
juvenile workers.

October 7, 1998 - To transfer spending
authority of $35000 from operating
expenses to salaries and wages and to
increase federal funds spending authority
and the salaries and wages line item by
$5,597 for a carpentry trades instructor and
a part-time carpentry trades assistant.
October 7, 1998 - To increase federal funds
spending authority and the capital improve-
ments line item by $9,300 for flood-related
repairs to a gravel road.

October 7, 1998 - To increase other funds
spending authority and the capital improve-
ments - medium security facility line item by
$316,752 of federal funds ($285,077) and
special funds derived from Roughrider
Industries operations ($31,675) for the
construction of a Roughrider Industries
building at the James River Correctional
Center.

October 7, 1998 - To increase federal funds
spending authority by $61,052 for salaries
and wages ($11,952) and equipment
($49,100) and to transfer spending authority
of $15,400 from salaries and wages to
equipment to expand the workplace and
community transition training for incarcer-
ated youth offenders program, to purchase
computers, and to purchase an electronic
fingerprint scanning unit.

School for the Deaf

June 18, 1997 - To transfer $76,640 from
salaries and wages to equipment ($1,840)
and capital improvements ($74,800) for
closed circuit television for the dormitories,
asbestos removal, and heating system
improvements.

Dickinson Research Extension Center

June 10, 1998 - To increase other funds
spending authority and the operating
expenses line item by $150,000 of additional
crop and livestock income for increased
costs relating to equipment rentals and state
fleet vehicle usage.

Dickinson State University

October 7, 1998 - To increase other funds
spending authority and the capital
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improvements line item by $79,667 of
excess income for projects including window
replacements at Stoxen Library.

Department of Economic Development and
Finance

March 4, 1998 - To increase other funds
spending authority and the operating
expenses line item by $225,000 to conduct
and collect fees for economic development
training activities.

Emergency Management

June 18, 1997 - To increase other funds
spending authority by $496,200 for salaries
and wages ($441,200), operating expenses
($30,000), and equipment ($25,000) relating
to Presidential disaster declarations for
flooding.

October 8, 1997 - To increase federal funds
spending authority by $107,408,650 for
disaster recovery programs.

October 7, 1998 - To increase federal funds
spending authority by $50,000 for salaries
and wages ($16,500) and operating
expenses ($33,500) for a program to
promote disaster-resistant communities.
October 7, 1998 - To increase spending
authority by $7,052,500 ($6,075,000 of
federal funds, $977,500 from a disaster loan)
for salaries and wages ($130,000), operating
expenses ($57,500), and grants
($6,865,000) for disaster-related work.

Department of Health

March 4, 1998 - To increase other funds
spending authority by $1,638,000 for grants
($1,087,000), equipment ($165,000), and
operating expenses ($386,000) for the
STOP violence against women program,
family violence programs, DUl analysis
equipment, and to identify flood-related
health problems.

Highway Patrol

June 18, 1997 - To increase other funds

spending authority and the field operations

program line item by $116,000 of federal

funds to:

* Purchase portable weigh scales for
$75,000.

* Renovate a scale house for $10,000.

* Pay reimbursable flood emergency
operations costs of $31,000.

June 18, 1997 - To increase other funds

spending authority and the field operations

program line item by $90,000 of federal

funds for the operation of the motor carrier

safety assistance program.

October 8, 1997 - To increase federal funds

spending authority and the field operations
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line item by $110,000 for federal funds which
will be provided to the North Dakota State
University Upper Great Plains Transporta-
tion Institute for the development of software
for the motor carrier safety assistance
program.

December 3, 1997 - To increase federal
funds spending authority and the field opera-
tions line item by $174,000 to conduct an
analysis of United States Highway 52 and to
develop a training agenda for motor carriers
safety assistance program administrators.
June 10, 1998 - To increase other funds
spending authority and the field operations
line item by $11,000 of federal funds to
remodel two weigh/inspection stations.
October 7, 1998 - To increase federal funds
spending authority by $88,000 for the field
operations division ($80,000) and the Law
Enforcement Training Academy ($8,000) for
radar equipment, tire deflators, and training
for local law enforcement officers.

October 7, 1998 - To increase federal funds
spending authority and the field operations
line item by $303,000 for the mobile data
communications system project ($203,000)
and the motor carrier safety assistance
program ($100,000).

October 7, 1998 - To increase other funds
spending authority by $33,000 for building
improvements at a weigh station ($3,000 -
field operations line item) and replacement
of a boiler at the Law Enforcement Training
Academy ($30,000 - Law Enforcement
Training Academy line item).

Historical Society

October 8, 1997 - To increase federal funds
spending authority by $21,760 for salaries
and wages ($2,000) and operating expenses
($19,760) for training and professional devel-
opment for persons dealing with historical
records.

October 8, 1997 - To increase federal funds
spending authority by $261,600 for salaries
and wages ($49,800), operating expenses
($77,100), and equipment ($134,700) for
shelving, collections movement, and a
collections records management system.

Department of Human Services

June 18, 1997 - To increase other funds
spending authority by $600,000 for the
1997-99 biennium to aillow the department to
continue to receive and spend federal funds
for disaster-related mental health services
previously approved by the Emergency
Commission for the 1995-97 biennium.
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October 8, 1997 - To increase federal funds
spending authority and the operating
expenses line item of the program and policy
subdivision by $361,000 of carryover funds
from the 1995-97 biennium for completion of
the substance abuse needs assessment
project.

October 8, 1997 - To increase other funds
spending authority by $1,285,604 for the
North Central Human Service Center
($339,000) and the West Central Human
Service Center ($946,604) for carryover
funds from the 1995-97 biennium and
federal funds for the mental health partner-
ship grant program and to transfer spending
authority of $932,526 from the program and
policy subdivision to the West Central
Human Service Center for the mental health
partnership grant program.

October 8, 1997 - To increase federal funds
spending authority by $3,705,062 for the
program and policy subdivision for crisis
counselors to support disaster victims.
October 8, 1997 - To increase federal funds
spending authority by $201,300 for the
economic assistance subdivision for grants
to counties for computer equipment relating
to the adoption assistance information
system.

October 8, 1997 - To transfer spending
authority of $100,000 from the economic
assistance subdivision to the management
and councils subdivision for salaries and
wages for an executive assistant position.
December 3, 1997 - To transfer one FTE
position and salaries and wages of $83,757
from the management and councils subdivi-
sion to the program and policy subdivision
for the mental health information enhance-
ment plan and to transfer $124,540 from the
grants line of the program and policy subdivi-
sion to the field services subdivision for the
Northwest Human Service Center ($68,880)
and the North Central Human Service
Center ($55,660) to provide services through
regional transition coordinators.

December 3, 1997 - To increase other funds
spending authority by $150,000 from the
Children's Services Coordinating Committee
for the West Central Human Service Center
($50,000), North Central Human Service
Center ($50,000), and Southeast Human
Service Center ($50,000) for matching funds
for the Medicaid program.

December 3, 1997 - To increase federal
funds spending authority by $1,764,616 for
operating expenses ($134,344), equipment
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($4,499), and grants ($1,625,773) relating to
refugee services, family preservation serv-
ices, adoption services, and foster care.
December 3, 1997 - To increase federal
funds spending authority by $233,591 for
salaries and wages ($210,424) and oper-
ating expenses ($23,167) for disability deter-
mination services.

December 3, 1997 - To increase federal
funds spending authority and the grants line
item of the program and policy subdivision
by $62,011 for fiood-related assistance serv-
ices to elderly individuals in the Grand Forks
area.

March 4, 1998 - To transfer federal funds
spending authority of $652,000 from
economic assistance to field services for
mental health services.

March 4, 1998 - To transfer spending
authority of $290,449 from program and
policy to management and councils for sala-
ries and wages ($258,426) and operating
expenses ($32,023) for a public information
specialist and American Indian liaison.

March 4, 1998 - To ftransfer spending
authority of $58,430 from program and policy
to field services for grants to provide transi-
tional coordinators to assist disabled
students.

June 10, 1998 - To transfer $713,055 from
operating expenses to capital improvements
under the field services subdivision for
capital improvements at the State Hospital.
June 10, 1998 - To transfer spending
authority of $10,084,294 ($623,822 for sala-
ries and wages and $9,460,472 for operating
expenses) from the economic assistance
subdivision to the management and councils
subdivision to consolidate the department's
information management services within the
management and councils subdivision.
October 7, 1998 - To increase other funds
spending authority and the capital improve-
ments line item of the Developmental Center
by $31,962 to replace a dehumidifier in the
center's swimming pool area.

Industrial Commission

June 18, 1997 - To increase other funds
spending authority by $39,850 of federal
funds from the Environmental Protection
Agency for digitized topographical informa-
tion relating to oil-producing counties.
October 7, 1998 - To increase federal funds
spending authority by $58,000 for salaries
and wages ($47,500) and operating
expenses ($10,500) for geological survey
projects.
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Information Services Division

June 18, 1997 - To increase other funds
spending authority and the operating
expenses line item by $300,000 of addi-
tional revenue to be received during the
1995-97 biennium.

Job Service North Dakota

October 8, 1997 - To increase federal funds
spending authority and the operating
expenses line item by $15000 for
consultant fees and travel relating to imple-
mentation of the statewide “one-stop”
system.

October 8, 1997 - To increase federal funds
spending authority by $6,588,309 for sala-
ries and wages ($296,768), operating
expenses ($88,246), equipment ($93,000),
and grants ($6,110,295) for the veterans'
employment program, disaster unemploy-
ment assistance program, and emergency -
dislocated worker project.

October 8, 1997 - To increase other funds
spending authority by $15,000 for salaries
and wages ($12,087) and operating
expenses ($2,913) for moneys to be
provided by the University of North Dakota
to provide employment-related services at
the university.

October 8, 1997 - To increase other funds
spending authority and the operating
expenses line item by $10,000 for moneys
to be received from the National Governors
Association for contracted services and
travel relating to an incumbent worker
training project.

December 3, 1997 - To increase other
funds spending authority by $46,735 for
salaries and wages ($1,735) and grants
($45,000) for the continuation of a Depart-
ment of Veterans Affairs grant which began
in 1995-97.

March 4, 1998 - To increase other funds
spending authority by $229,084 ($184,081
for salaries and wages, $45,003 for equip-
ment) of federal funds to be received from
the Department of Human Services for the
job opportunities and basic skills (JOBS)
program.

March 4, 1998 - To increase federal funds
spending authority by $2,418,720 for sala-
ries and wages ($150,024), operating
expenses ($2,116,696), and equipment
($152,000) for an interstate benefit inquiry
systern and to upgrade computer equip-
ment and software for year 2000
processing.
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March 4, 1998 - To increase other funds
spending authority and the new jobs
program line item by $37,209 for additional
administrative revenue for the new jobs
program.

June 10, 1998 - To increase other funds
spending authority by $862,000 ($231,414
for salaries and wages, $153,786 for oper-
ating expenses, and $476,800 for grants) of
federal funds to provide services to dislo-
cated farmers, ranchers, and their families.
October 7, 1998 - To increase other funds
spending authority and the grants line item
by $66,000 for the summer youth employ-
ment program in Grand Forks.

October 7, 1998 - To increase federal funds
spending authority by $1,722,600 for sala-

ries and wages ($117,450), operating
expenses ($39,150), and grants
($1,566,000) for temporary income to

persons unemployed as a result of ground
saturation disasters.

October 7, 1998 - To increase federal funds
spending authority by $333,647 for oper-
ating expenses ($262,647) and equipment
($71,000) to install an interstate benefit
inquiry system ($26,000), pay for the unem-
ployment insurance portion of a perform-
ance audit ($54,847), implement law
changes ($167,000), and implement the
North American industry classification
system ($85,800).

October 7, 1998 - To increase other funds
spending authority by $1,368,438 for sala-
ries and wages ($850,206), operating
expenses ($284,328), equipment ($40,000),
and grants' ($193,904) for the welfare-to-
work program.

State Library

June 10, 1998 - To increase other funds
spending authority by $185,000 ($115,000
for grants, $20,000 for equipment, and
$50,000 for operating expenses) of federal
funds for technology grants to school and
public libraries and the purchase of comput-
ers, equipment, software, and reference
materials.

Office of Management and Budget

June 18, 1997 - To increase 1997-99 bien-
nium spending authority by $72,000 from
the state contingencies appropriation to pay
the United States Department of Health and
Human Services its share of fire and
tornado fund money previously transferred
to the general fund.

October 8, 1997 - To increase other funds
spending authority by $156,746 to be
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20.

21

22.

23.

received from the Office of Intergovern-
mental Assistance for the replacement of
fluorescent lighting ballasts in the State
Capitol.

October 8, 1997 - To increase other funds
spending authority by $70,534 to be
received from the Office of Intergovern-
mental Assistance for heating and cooling
system improvements in the judicial wing of
the State Capitol.

October 8, 1997 - To transfer spending
authority of $128,000 from the fiscal
management division to administration to
provide for a deputy director for the agency.
June 10, 1998 - To increase other funds
spending authority and the facility manage-
ment line item by $48,000 of other funds
available from the Office of Intergovern-
mental Assistance to install a natural gas
boiler system in the Liberty Memorial
Building.

North Dakota State College of Science

June 18, 1997 - To increase other funds
spending authority and the operating
expenses line item by $125,000 of excess
tuition income for utility costs which were
higher than anticipated during the 1996-97
winter.

North Dakota State University

June 10, 1998 - To increase other funds
spending authority by $1 million of local
funds anticipated to be collected for the
skills and technology training center.

Department of Public Instruction

June 18, 1897 - To increase other funds
spending authority and the teacher certifica-
tion line item by $70,000 to allow the
transfer to the Educational Standards and
Practices Board of certification fees
collected by the department during the
1995-97 biennium.

December 3, 1997 - To increase federal
funds spending authority and the operating
expenses line item by $1,037,791 for state
mathematics assessments.

December 3, 1997 - To increase federal
funds spending authority by $3,125,000 for
salaries and wages ($69,895), operating
expenses ($86,355), and grants
($2,968,750) for technology grants and
related administration.

October 7, 1998 - To increase other funds
spending authority and the grants - SENDIT
line item by $122,600 for Internet access
fees paid by schools.

Public Service Commission

June 10, 1998 - To increase other funds



spending authority by $51,000 of federal
funds for the elimination of safety hazards
at an abandoned coal mine in Morton
County.

24. Securities Commissioner

October 8, 1997 - To increase other funds
spending authority and the securities
protection line item by $120,000 for moneys
deposited in the securities protection fund.

25. Department of Transportation

March 4, 1998 - To increase other funds
spending authority and the motor vehicle
program line item by $469,303 to be
received from Unisys, Inc., relating to
delays in completion of the vehicle registra-
tion and titling system.

March 4, 1998 - To increase other funds

spending authority and the highway
program line item by $93,034,453
($74,137,335 of federal funds and

$18,897,118 of state special funds) for
emergency work related to flooding in the
Devils Lake Basin and other areas of the
state.
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26.

27.

28.

UND-Lake Region

October 8, 1997 - To authorize the agency
to obtain a $200,000 loan from the Bank of
North Dakota and to increase other funds
spending authority and the capital improve-
ments line item by the same amount for
parking lot repairs and drainage
improvements.

Veterans Home

June 18, 1997 - To transfer spending
authority of $209,000 from the capital
improvements line item to salaries and
wages ($153,500) and operating expenses
($55,500).

Water Commission

June 18, 1997 - To increase spending
authority by $128,000 from the state contin-
gencies appropriation for the available
storage acreage program in the Devils Lake
Basin.

June 10, 1998 - To increase other funds
spending authority and the operating
expenses line item by $50,000 of federal
funds for travel expenses relating to
providing fiood assistance to eastern North
Dakota.



BUDGET COMMITTEE ON GOVERNMENT FINANCE

The Budget Committee on Government Finance was
assigned four areas of responsibility. House Concurrent
Resolution No. 3045 directed a study of the current
budget process, the results of the program-based
performance budgeting pilot project, budget reforms in
other states, and the feasibility of developing a legislative
budget. House Concurrent Resolution No. 3002 directed
a study of the state’s investment process as it relates to
the state bonding fund and fire and tornado fund and the
monitoring of the performance of all investments of the
State Investment Board and the Board of University and
School Lands. Senate Concurrent Resolution No. 4019
directed a study of transportation funding. The
committee was also assigned the responsibility of moni-
toring the status of state agency appropriations.

Committee members were Senators David E. Nething
(Chairman), Rod St Aubyn, Bob Stenehjem, and
Harvey D. Tallackson and Representatives Rick Berg,
Jeff W. Delzer, Bette Grande, Roy Hausauer, Keith
Kempenich, Matthew M. Klein, Wiliam E. Kretschmar,
Ronald Nichols, Elwood Thorpe, Ben Tollefson, and
Gerry Wilkie.

The committee submitted this report to the Legislative
Council at the biennial meeting of the Council in
November 1998. The Council accepted the report for
submission to the 56th Legislative Assembly.

BUDGET PROCESS STUDY
House Concurrent Resolution No. 3045 directed the
Legislative Council to study the current budget process
including:

1. The results of the program-based performance
budgeting pilot project.

2. Budgeting reforms in other states.

3. How agency and institution appropriation
balances at the end of the biennium should be
handled.

4. The benefits that new information technology
could provide in budget development and
budget presentation.

5. The effect of budget recommendations on future
biennial budgets.

6. The detailed information supporting agency
budget requests and the executive budget
recommendation.

7. Alternative budgeting methods that use
performance reviews to evaluate proposed
agency budgets.

8. The feasibility of developing a legislative budget
(Legislative Council directive).

Background
The committee reviewed the history of the fiscal
process in North Dakota. The committee learned that in
the 1960s, the Legislative Assembly determined that the
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state needed to improve its fiscal processes. As a result,
the Office of Management and Budget (OMB) was estab-
lished, the state accounting system was created, the
Governor was given the opportunity to recommend a
budget to the Legislative Assembly, and the Legislative
Budget Analyst and Auditor position of the Legislative
Council was created to provide staff services to the
Legislative Assembly on the budget. Major issues that
led to these changes include:
1. The number of agency expenditures made
without legislative oversight.
2. Appropriations that continued beyond the end of
each biennium.
3. The number of continuing appropriations.

Since then, the Budget Section has often asked for
improvements in the supporting information included in
budget requests and the executive budget. The Budget
Section has stressed the need for budget changes to be
categorized as new programs, workload changes, infla-
tionary increases, or by other categories to assist in
analyzing the budget. The Legislative Assembly has
stressed the importance of monitoring full-time equiva-
lent (FTE) employees of state agencies and state
government in total.

The committee reviewed the current budgeting proc-
ess. The committee learned that state agencies prepare
their budget requests based on the previous biennium’s
authorized budget levels. Changes to the previous level
are identified and explained. Agencies’ budget requests
are prepared by program and by object code, such as
salaries and wages, operating expenses, etc., for each
program. The Office of Management and Budget
reviews the budget requests and revenue forecasts and
develops the executive budget recommendation
presented to the Legislative Assembly at the organiza-
tional session in December. The Office of Management
and Budget also prepares the bills for introduction to the
Legislative Assembly necessary to implement the execu-
tive budget recommendations, including agency appro-
priation bills, bills containing proposed revenue changes,
and bills making organizational or other changes recom-
mended in the executive budget. The Legislative
Assembly holds public hearings, considers, and acts on
these appropriation bills as well as other bills containing
appropriations or affecting revenues in order to develop
the biennial state budget for North Dakota by the close of
the legislative session.

Legislative Budget
The committee considered the feasibility of devel-
oping a legislative budget.

North Dakota and Other States
The committee reviewed previous legislative budget
discussions occurring in North Dakota and budget




processes in other states that involve a legislative
budget being introduced as an alternative to the execu-
tive budget. The committee learned that in 1981, the
Legislative Assembly considered, but did not approve,
Senate Bill No. 2426 that would have provided for a
legislative budget to be developed by a subcommittee of
the Budget Section. Of the other states reviewed, the
committee learned that four states—Arizona, Colorado,
New Mexico, and Texas develop legislative budgets as
an alternative to the executive budget.

In Arizona, the legislative budget is prepared primarily
by legislative staff and leadership from September
through December before each legislative session. Both
the executive recommendation and the legislative budget
are presented to the legislature during the first week of
the regular session.

In Colorado, a joint budget committee, consisting of
six members, is responsible for developing the legisiative
budget from November through March by meeting three
to four days per week. The executive budget is the
starting point for the joint budget committee to develop
its legislative budget.

In New Mexico, the legislative budget is prepared
from September through December of each year
preceding the legislative session by a 16-member interim
Legislative Finance Committee. The committee meets
three to four days per week from September through
December to develop the budget with the assistance of
the legislative fiscal staff. Both the executive and legisla-
tive budgets are presented to the legislature on the first
day of the regular session which begins in January.

In Texas, the legislative budget is prepared from
March through December of each even-numbered year
by the Legislative Budget Board staff. Legislative leader-
ship provides staff with general budget guidelines, but a
legislative committee does not oversee the development
of the legislative budget. The legislative budget in Texas
is the primary budget document considered by the full
legislature during the session. Although the Governor
may recommend a detailed executive budget, recent
Texas governors have made general budget recommen-
dations for the Iegislature to consider rather than a
comprehensive detailed executive budget.

Legislative Budget Procedures

The committee considered procedures that could be
involved in the development of a legislative budget. The
committee considered additional budget-related activities
that could occur during the interim and during the
session to result in the completion of a legislative budget
by the close of the legislative session.

Interim enhancements would expand interim budget-
related activities of the legislative branch through the
Legislative Council's committee structure. The Legisla-
tive Council budget committees could:

1. Monitor the implementation of agency budgets,
including legislative intent items.

2. Conduct selected agency program reviews or
studies.
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3. Conduct budget tours.

4. Receive agency and pubiic testimony regarding
the implementation of an agency's current
budget and development of the next biennial
budget.

Provide input for agency budget development.
Review agency budget requests.

Identify major budget issues and priorities.
Request specific budget-related information to
be prepared by agencies and presented to
Appropriations Committees during the next
legislative session.

9. Make observations and report major budget
findings.

Make budget recommendations.

Monitor revenue collections and be involved in
preliminary revenue estimate development for
the next biennium.

Legislative session activites would result in
completing the legislative budget by the close of the
regular session as follows:

1. The Legislative Assembly would use the Legis-
lative Council's budget report, agency budget
requests, the executive budget recommenda-
tion, and analyses prepared by the legislative
fiscal staff to develop the legislative budget by
the close of the regular session.

2. The Legislative Assembly would adopt or
develop its legislative revenue forecast consid-
ering the recommendations of the Legislative
Council and the executive budget revenue fore-
cast recommendation.

3. Appropriation bills wouid be prepared by the
Appropriations Committees during the session
rather than being introduced in support of the
executive budget recommendation. The Appro-
priations Committees would have available for
consideration in the development of the appro-
priation bills, agency budget requests, the
executive budget recommendation, Legislative
Council budget recommendations and priorities,
legislative budget initiatives and priorities, and
additional budget-related information prepared
by agencies as a result of interim committee
work.

4. After the close of the session, the legislative
fiscal staff would prepare a report on the
approved legislative budget which would include
supporting information, including a comparison
to the executive budget.
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10.
11.

Interim Committees and Activities

The committee received a report from the Legislative
Council staff indicating that the Legislative Council may
need to create a legislative budget committee and four
interim budget committees to review, analyze, and
evaluate programs, budgets, and budget requests of
agencies in order to develop budget recommendations to



assist the Legislative Assembly in approving a legislative
budget by the close of the legislative session.

The following types of activities could be assigned to
the interim committees:

1. The monitoring of the implementation of agency
budgets as approved by the Legislative
Assembly.

2. The monitoring of income and expenditures of
agencies compared to their projected income
and expenditures.

3. The reviewing of agency programs as directed
by the legislative budget committee.

4. The conducting of budget-related studies as
directed by the Legislative Assembly or the
legislative budget committee.

5. The visiting of state institutions (budget tours).

6. The consideration of alternative budget
scenarios for an agency.

7. The reviewing, analyzing, and evaluating of
programs and activities of an agency.

8. The reviewing of agency program goals and
objectives and the monitoring of their progress
toward achieving the goals and objectives.

9. The reviewing of performance measures of
agencies and monitoring their  actual
performance.

The reviewing of agency budget requests.

The reviewing of input from agency personnel
and the public regarding agency budgets and
performance.

The identification of legislative priorities relating
to agency budgets.

The identification of major budget issues the
Legislative ~ Assembly  should  consider
addressing.

The development
recommendations.
The monitoring of general fund revenue collec-
tions of the current biennium.

The monitoring of special fund revenues and
balances and federal fund receipts of the
current biennium and project revenues and
receipts for the subsequent budgeting cycle.
The development of, in cooperation with the Tax
Department and OMB, recommendations
relating to general fund revenue projections for
the subsequent budgeting cycle.

The reporting of findings and recommendations
to the legislative budget committee.

It is anticipated that the legislative budget committee
and other interim budget committees would focus on
major agency issues, legislative concerns, budget initia-
tives, and alternative budget scenarios rather than
recommending a specific funding level for an entire
agency's budget.

10.
11.
12.

13.

14. of budget-related
15.

16.

17.

18.

Estimated Cost
The estimated biennial cost of travel and per diem for
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the legislative budget committee and four interim budget
committees totals $141,080. The estimated biennial cost
of two additional fiscal staff positions and one support
position to meet the additional demand for staff services
totals $298,402. These estimates could be more or less
depending on:

1. The extent to which studies now assigned to
interim budget committees are done by the
committees created to assist the legislative
budget committee.

2. The number and length of meetings of these
new committees. The estimate assumes a
similar meeting schedule as current interim
budget committees.

3. The extent to which studies now assigned to
interim budget committees are conducted by
other Legislative Council committees or by addi-
tional Legislative Council committees.

The schedule below presents the detail of these cost
estimates:

Estimated Biennial Cost

Salaries and wages
Committee member per diem $57,690
Permanent employees - Three FTE 246,974
Total $304,664

Operating expenses
Committee member travel $83,390
Data processing 24,128
Other 12,300
Total $119,818
Equipment $15,000
Total $439,482

If statutory changes are made providing for the Legis-
lative Council to develop a comprehensive legislative
budget proposal for presentation at the organizational
session, an estimated two additional interim budget
committees, four additional staff positions, and related
per diem, travel, and other operating and equipment
funding would be needed. The fiscal impact of this
proposal would total $971,041, or $531,559 more than
the proposal reviewed above involving only budget-
related recommendations.

Benefits and Concerns

The committee discussed benefits and concerns of
developing a legislative budget and receiving testimony
from state agency representatives regarding this topic.
Major items heard and discussed include:

1. The need for legislators to receive budgetary
information earlier to assist in making budgetary
decisions.

2. Concern regarding the limited amount of time
available during the legislative session for legis-
lators to adequately address budget concerns.
Additional time spent prior to the session would
be valuable in analyzing agency budgets during
the session.



10.

1.

12.

13.

14.

15.

Developing a legislative budget would, to a
greater extent, involve legislators not serving on
Appropriations Committees in the budgeting
process.

Because of the interim budget activities, Appro-
priations Committee members might be more
familiar with budget information which could
potentially speed up the process during the
session.

Being involved in agency budget development
and reviewing budget requests prior to the
session will familiarize legislators with agency
budgets and could especially benefit legislators
who may serve on Appropriations Committees
for the first time.

More iegislators woulid be involved in the budg-
eting process and the minority party would have
more input in budget development.

Legislators might refrain from recommending
programs that differ from those included in the
executive budget because of the way a change
is reported in relation to the executive budget.
The development of a legislative budget may
allow more legisiative initiatives to be
considered.

At times leadership now is put in a position of
reacting to changes made to the executive
budget rather than speaking to a legislative
position. A legislative budget may allow legisla-
tive initiatives to be considered equally with the
executive budget

Under the current budget process, the Legisla-
tive Assembly reacts to budget issues and
recommendations rather than being proactive in
developing budget recommendations to address
budget issues through the development of a
legislative budget.

In the development of a legislative budget,
agency performance should be considered and
included as supporting information for budget
recommendations.

Concern that activities involved in a legislative
budget will duplicate activities of OMB.

Concern regarding the additional amount of
time legislators would spend meeting prior to
the session.

Concern that extensive interim committee work
will need to be done at the same time as a
number of legislators will be campaigning for
reelection.

Concern that agencies may need to work with
two sets of budget guidelines if the Legislative
Assembly also sets budget guideiines.

Concern that estimated costs may increase
substantially in future years if legislative budget
development is expanded to include specific
recommendations in all areas of the state
budget.
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Recommendations

The committee recommends Senate Bill No. 2031 to
provide for a legislative budget that includes the
following:

1.

The Legislative Council would create a legisla-
tive budget committee to coordinate and direct
activities involved in the development of budget
recommendations to assist the Legislative
Assembly as it develops the final legislative
budget. The legislative budget committee
composition would be determined by the Legis-
lative Council. With the advice of the legislative
budget committee, the Legislative Council
would create additional committees to assist the
legisiative budget committee in performing its
duties and responsibilities. This will allow for
greater involvement by the Legislative
Assembly and allow more legislators to have
input in the budgeting process of state govern-
ment. A goal of the budgeting process is to
include historic and anticipated agency perform-
ance as supporting information for budget
recommendations.

The legislative budget committee would:

a. Develop by June 1 of the year preceding
the legislative session, a preliminary legisla-
tive budget report, subject to Legislative
Council approval. The report would inciude
goals for revenues, major appropriations,
and the ending general fund balance for the
next biennium.

b. Develop budget guidelines and parameters,
subject to Legislative Council approval, for
the interim budget committees to utilize in

the development of their budget
recommendations.
c. Advise the Legislative Council on the

interim budget committee structure needed
to address legislative budget issues.

d. Assign budget-related studies identified by
the Legislative Assembly (in a concurrent
resolution or section of a bill) to the interim
budget committees. The legislative budget
committee could assign other budget-
related studies it determines necessary to
interim budget committees during the
interim.

e. Assign program reviews it determines
necessary to other committees designated
by the Legislative Council to have budget
responsibilities.

f. Review, analyze, and evaluate budgets,
budget requests, programs, and activities of
state agencies, institutions, and
departments.

9. Monitor agency performance by using
performance measures when appropriate.

h. Develop budget forms, guidelines, or
requests for supporting data that agencies




would have to include in their budget
requests. These forms, guidelines, or other
requests would be incorporated by OMB
into the budget request forms and budget
guidelines issued by OMB for the agencies
to use when preparing their budget
requests.  Agencies would continue to
prepare only one request.

i. Conduct hearings it determines necessary
to perform its duties and responsibilities.
Interim committees designated by the
Legislative Council to have budget respon-
sibilities would also hold hearings neces-
sary to assist the legislative budget commit-
tee in performing its duties and responsibili-
ties. Hearings could be held jointly with
OMB's executive budget hearings.

j-  Review and approve any reports or recom-
mendations of the interim committees as
designated by the Legislative Council.

k. Develop budget-related recommendations
to assist the Legislative Assembly as it
develops policy and provides appropriations
for the operations of state government. The
recommendations could relate to the state
budget or any part of the state budget,
including general fund revenues and appro-
priations, special funds or federal funds,
funding or operations of state agencies, and
assistance to political subdivisions.

. Present a report on its budget-related
recommendations to the Legislative Council
in November and to the Legislative
Assembly.

m. Provide assistance during the legislative
session as requested by legislative
leadership.

Agencies, including OMB and the Tax Depart-

ment, would be required to cooperate with legis-

lative committees and provide requested
information, inciuding economic and revenue
projection information.

The Governor would continue to present the

executive budget at the organizational session.

The appropriation bills would be prepared by

the Appropriations Committees during the

session rather than being introduced in support

of the executive budget recommendations. A

section is added providing that the Legislative

Assembly is to adopt rules to provide for the

consideration of budget recommendations

made by the Governor and the Legislative

Council and to provide for preparation of appro-

priation bills by the Appropriations Committees

based on hearings during the legislative session
oh agency budget requests.

. The fiscal staff, under the supervision of the

Legislative Budget Analyst and Auditor, would
provide staff services to the legislative budget
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committee and associated committees to assist
these committees in performing their duties and
responsibilities. Services by other members of
the Legislative Council staff would also be avail-
able to provide such assistance as may be
necessary for the Legislative Council to carry
out these provisions. The fiscal staff would
continue to analyze the executive budget and
would provide comparisons to the budget
recommendations resulting from the interim
work prior to the start of the legislative session.
After the close of each legislative session, the
fiscal staff would prepare a report on the legisla-
tive budget as approved by the Legislative
Assembly.

Performance Budgeting
Pilot Project

The committee reviewed the history of the program-
based performance budgeting pilot project. The commit-
tee learned that the 1993-94 interim Budget Section
requested that OMB ask all agencies and institutions to
include, to the extent possible, service efforts and
accomplishments in the 1995-97 budget request forms
and to use this information to support the executive
budget. The Office of Management and Budget devel-
oped a pilot project to incorporate service efforts and
accomplishments into the budgeting process. The Office
of Management and Budget chose the 14 agencies listed
below to be involved in the program-based performance
budgeting pilot project for the 1995-97 biennium.

1. OMB.

Information Services Division.
State Auditor.
Central Services Division.
Board of University and School Lands.
Department of Human Services - Aging Serv-
ices - Vocational Rehabilitation.
Insurance Department.
Securities Commissioner.
Highway Patrol.
Department of Corrections and Rehabilitation -
Parole and Probation.

11. Department of Economic Development and

Finance.

12. Department of Tourism.

13. Parks and Recreation Department.

14. Department of Transportation.

Budget requests of these pilot agencies included
information in support of meeting statewide and agency
goals, objectives, and strategies. Under each major
program of the agency, goals, objectives, and strategies
are listed as well as the description and justification of
the strategy and performance measures, including
outcome, output, efficiency, effectiveness, and explana-
tory measures. The appropriation bills for these agen-
cies included program line items rather than object code
line items.

The 1995 Legislative Assembly chose to appropriate
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funds on a program basis for 9 of the 14 pilot agencies
as follows:
1. OMB.
Information Services Division.
State Auditor.
Central Services Division.
Board of University and School Lands.
Highway Patrol.
Department of Corrections and Rehabilitation -
Parole and Probation.
8. Parks and Recreation Department.
9. Department of Transportation.

The remaining five agencies received object code line
item appropriations but were expected to continue to
monitor and strive to achieve their performance measure
goals and objectives. These agencies include:

1. Department of Human Services - Aging Servi-
ces - Vocational Rehabilitation.

2. Insurance Department.

3. Securities Commissioner.

4. Department of Economic Development and
Finance.

5. Department of Tourism.

The 1995-96 interim Budget Section reviewed reports
on the pilot project and asked OMB to continue to work
with only the nine agencies in the development of the
1997-99 biennium budget requests and executive
recommendation and that those agencies be subject to
program reviews. In addition, the Budget Section asked
that the appropriation bills for the 1997 Legislative
Assembly for the agencies with program line items
include a separate section identifying the amounts for
salaries and wages, operating expenses, equipment,
and grants for each agency. The 1997 Legislative
Assembly continued the program line item appropriations
for the nine pilot agencies and object code line item
appropriations for the remaining five agencies and asked
that they continue to monitor their performance
measures.
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Status of Pilot Project

The committee heard reports from agencies involved
in the program-based performance budgeting pilot
project regarding its benefits, concerns, and usefulness.
Agencies reporting included OMB, Central Services Divi-
sion, insurance Department, Department of Transporta-
tion, and the State Auditor's office. Major comments
made inciude:

1. A statewide strategic planning process should
be developed by the legislative and executive
branches to meet budgetary and program
evaluation needs and to evaluate state agency
performance.

2. Appropriation bills should include each agency’s
mission, goals, and objectives and, when appli-
cable, performance measures.

3. More comprehensive agency program reviews
and program authorization reviews should be
conducted.
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4. The Legislative Assembly should appropriate
moneys by program, and state agencies should
allocate costs to programs to reflect their true
costs.

5. Although the state has not received a substan-
tial amount of input from residents or customers
in the development of the state’s strategic plan,
more input will be sought if performance bud-
geting becomes the primary budgeting method
for North Dakota.

6. Performance measure information is used by
state agencies to assist in obtaining federal
grants.

7. Legislative decisions on agency funding shoulid
be related to the effect the funding decision has
on the performance of an agency.

8. Performance budgeting benefits inciude:

a. Requiring agencies to do strategic planning
in order to develop specific measures
relating to goals and objectives.

b. Requiring management to be accountable
for fulfilling the purpose of the agency and
achieving its goals in addition to being
accountable for the amount of financial
resources used.

c. Allowing management flexibility in using
financial resources to achieve goals.

d. Assisting management in planning for
future needs and identifying possible prob-
lems by tracing performance measures.

9. It is difficult for agencies to meet performance
measures that it has no control over, such as
agencies that are dependent upon federal funds
to operate their programs.

10. In some instances, measures do not accurately
reflect departmental activities.

11. Concern was expressed regarding the amount
of data collection and report preparation that is
required as a part of the project.

12. It is important to develop meaningful and useful
performance measures.

13. Each agency should develop a strategic busi-
ness plan before implementing performance
budgeting.

14. ltis important to educate employees on the use
of performance measures - and to include
employees in the development of measures.

15. Concern was expressed that information gath-
ered and reported is not useful to the agency.

16. The Office of Management and Budget does not
plan to prepare any further performance
measure reports pertaining to the pilot project
unless a report is specifically requested.

Other States

The committee reviewed the status among other
states in the development of performance measures as
part of the budgeting process, the use of performance
measures by legislators, the extent to which



performance measures are monitored, and how the
results are reported to the legislature. The committee
learned that all 16 states reviewed, to some extent, are
utitizing performance measures. In some states, state
law requires agencies to develop performance measures
while in others it is a part of the budget preparation proc-
ess. While performance measures are a more recent
development in most states and a few of the states indi-
cated that the measures may be used more in the future,
most states indicated that from a legisiative perspective,
the performance measure information is not being used
as anticipated when the performance measure concept
was first initiated.  Exceptions include Montana, Texas,
Florida, and Louisiana. Montana reported that 13 state
agencies are involved in a performance budgeting pilot
project, and for these agencies, the performance meas-
ures are included in agency appropriation bills. Texas
began performance budgeting in 1992 and provides its
appropriations by goal and strategy line items. The
appropriations bill in Texas includes performance meas-
ures for each goal and strategy of an agency. In Florida,
agencies are beginning to implement performance bud-
geting which involves a three-year implementation
process for each agency. The performance information
is included in budget documents and incorporated into
the appropriation bills during the session. In Louisiana,
state agencies inciude their performance measures in
budget documents, and the measures are included in
agency appropriation bills.

Other Considerations
Other information received and discussed by the
committee regarding performance budgeting includes:

1. Program budgeting provides the mechanics for
setting priorities of agencies, but the current
performance budgeting system lacks
accountability.

2. Adequate education needs to be provided to
users of performance budgeting information.

3. It is important that the Legislative Assembly be
involved in setting appropriate measures for
agencies.

4. Performance budgeting causes agencies to
evaluate their operations.

5. There are concerns that actual performance
measure data available to the Legislative
Assembly for decisionmaking may not be
current

6. Information was presented on performance
budgeting received by the Legislative Council
staff at a performance budgeting conference in
Texas entitled Managing for Results - Decision-
making in the Age of Accountability. Major
items presented include:

a. Performance-based budgeting provides a
report card on agency performance.

b. The number of measures should be limited
to those of most importance and those that
are pertinent to decisionmaking.

45

¢. The federal government is becoming more
involved and is beginning to require states
to provide performance information relating
to federal funds received.

d. Adequate training is necessary for those
involved in performance budgeting.

e. Funding will drive agency actions before
performance measures.

f. Measures should not be used for which the
agency has no control.

g. Base line data and benchmarks for
comparison purposes when evaluating data
reported should be developed.

Recommendations

The committee recommends that if the program-
based performance budgeting pilot project continues,
that the Appropriations Committees review agency
performance and create, with agency input, performance
measures for these agencies.

In Senate Bill No. 2031, providing for a legislative
budget, the committee included a provision providing
that a goal of the budgeting process is to include historic
and anticipated agency performance as supporting infor-
mation for budget recommendations.

Other Budgeting Issues
Other budgeting issues considered by the committee
include:

1. How agency and institution appropriation
balances at the end of a biennium should be
handled.

2. The benefits that new information technology
could provide in budget development and
budget presentation.

3. The effect of budget recommendations on future
biennial budgets.

4. The detailed information supporting agency

budget requests and the  executive
recommendation.
5. Alternative budgeting methods that use

performance reviews to evaluate proposed
agency budgets.
6. Other budgeting issues.

How Agency and Institution Appropriation Balances
at the End of the Biennium Should be Handled

The committee identified 13 sections of appropriation
bills approved by the 1997 Legislative Assembly allowing
agencies to continue appropriation authority beyond the
close of the budget cycle. Ten of these sections allowed
agencies to continue appropriation authority beyond the
1995-97 biennium. Three of the sections authorize
agencies to continue 1997-99 appropriations beyond
June 30, 1999. The amount of authority continued
beyond June 30, 1997, totaled $8,060,622. This amount
is in addition to agency capital improvements carryover
authorized by the Office of Management and Budget
pursuant to North Dakota Century Code Section




54-44.1-11 which for the 1995-97 biennium appropria-
tions totaled $2,511,602.

The committee’'s review of selected other states
revealed that most other states’ policies are similar to
those of North Dakota which provide that any unspent
appropriation authority is canceled at the close of the
budget cycle unless an exception is provided by the
Legislative Assembly. States with differing policies
include lowa, South Dakota, Michigan, and Okiahoma.
lowa allows agencies to retain 25 percent of their
unspent appropriation authority relating to general oper-
ating funding that may be spent for technology improve-
ments during the next budgeting cycle. South Dakota
allows federal or other funds to be continued for one
year, if approved, and allows general fund authority to be
continued for one year to pay for contractual obligations,
if approved. Any other unspent general fund authority is
canceled at the close of the budget cycle, and funds in
the amount of the unspent authority are transferred to a
budget reserve fund up to a cumulative maximum of five
percent of the state’s general fund appropriation.
Michigan deposits funds equal to the amount of its
unspent general fund appropriation authority in Michi-
gan’'s budget stabilization fund. Oklahoma agencies
may continue appropriation authority but the estimated
unspent amount is used to reduce appropriations for the
subsequent budget cycle.

Major committee discussion and other testimony
received by the committee regarding how to handle
unspent appropriation authority at the end of the bien-
nium include:

1. The policy of the Legislative Council staff has
been to advise that any unspent authority at the
end of each budget cycle should be canceled,
and if necessary funds be reappropriated for the
following biennium. This allows the Legislative
Assembly the opportunity to review unspent
authority and its use. If tooc much carryover
authority is approved, the biennial state budget
will not be accurate and the Appropriations
Committees may find it too difficult to determine
funding priorities if agencies have access to
funds in carryover accounts.

2. In the past, the Legislative Assembly has
authorized certain agency appropriations to
continue beyond the close of the biennium
based on the merit of each request.

3. The Office of Management and Budget has
introduced legislation in the past which would
have allowed agencies to keep a portion of their
unspent appropriation authority for one-time
expenditures; however, the Legislative
Assembly did not approve the proposal.

4. If the state had a system for measuring agency
performance, allowing agencies to retain a
portion of their unspent appropriations could be
an incentive for improving agency performance.

5. Transferring an amount equal to the state’s
unspent appropriation authority to a budget
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reserve fund at the end of each biennium might
provide funding stability if budget reductions
become necessary in the future due to revenue
shortfalls.

6. The Legislative Assembly should retain control
of agency appropriations by canceling appro-
priation authority at the close of the budget
cycle.

Determine the Benefits that New Information
Technology Could Provide in Budget Development
and Budget Presentation

The committee reviewed technology that may
improve budget presentations including:
Overheads.
Slides.
Computer-generated presentations.
Audio.
Video.
Additional supporting information available at
the hearing to respond to questions.
Ability to have interactive video access to
experts or other groups to provide information to
the committee.

The committee discussed budgetary information that
should be available on-line including:

1. Reports of OMB including budget requests,
budget recommendations, budget summary,
and others.

2. Reports from the Legislative Council staff
including budget status, fiscal impact reports,
agency summaries, budget analysis reports,

Ok ON =

~

and others.

3. Agency information including testimony,
supporting documents, and other agency
information.

4. Fiscal notes.

The committee heard a report on changes being
considered to the Legislative Council's budget status
system. The system, used for monitoring the develop-
ment of the state budget during the legislative session, is
being considered for enhancements to beé compatible
with OMB’s Statewide Integrated Budget and Reporting
(SIBR) System as well as the Legislative Assembly’s
personal computer based system, and to provide addi-
tional information to legislators and others on the devel-
opment of the state budget. The committee learned that
because of the amount of time needed for the develop-
ment of the system, it would not be developed until the
1999-2000 interim if funding is again approved by the
Legislative Assembly.

The Effect of Budget Recommendations on Future
Biennial Budgets '
ltems affecting future budgets considered by the
committee include:
1. One-time revenues.
2. One-time expenditures.
3. New program expenditures.



4.
5

6.

Discontinued program expenditures.

Leases or other contractual obligations of agen-
cies, if continued beyond one biennium,
Delayed effective date legislation.

The committee discussed ways to present the effect
of budget recommendations on future budgets by:

1.

2.

3.

4,

Requiring this information to be inciuded on
budget request forms.

Requiring this information to be included in
executive budget documents.

Continuing to include this information in fiscal
notes.

Encouraging the Legislative Assembly, when
possible, to include this information in its
budget-related documents.

Other Budgeting Issues
Other budgeting issues considered by the committee
and reports and information received by the committee

include:
1.

In addition to the review of budgeting methods
in other states discussed previously in this
report, the committee also reviewed other
states’ budgeting methods relating to general
budgeting, revenue forecasting, appropriation
bills, agency flexibility to move funds between
line items, budget monitoring or program
reviews conducted between legislative
sessions, involvement of legislators not serving
on appropriations in the budgeting process, and
fiscal notes.

A report comparing original legisiative general
fund revenue estimates for the biennium to
actual collections for the 1981-83 biennium
through the 1995-97 biennium. The committee
learned that the percentage variances during
this period ranged from (15.6 percent) to
3.8 percent.

The committee reviewed legislative fiscal staff
services among the states. The committee
learned that legisiative fiscal staff services
provided for state legislatures varies among the
states. Some states, such as North Dakota,
South Dakota, Vermont, West Virginia, and
Wyoming, have four or five fiscal staff profes-
sionals each while Michigan has 46 fiscal staff
professionals, and Texas has 99 fiscal staff
professional positions. In 14 of the 50 states,
the state provides funding for each legislator to
hire the legislator's own full-time professional
staff.

The committee reviewed zero-based budgeting
and its use in North Dakota and other states.
The committee learned that the purpose of
zero-based budgeting is to reevaluate and reex-
amine all programs and expenditures for each
budget cycle by analyzing workload and effi-
ciency measures to determine priorities or alter-
native levels of funding for each program or
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expenditure. Through this system, each

program is justified in its entirety each time a

new budget is developed. In North Dakota, the

1977-78 Budget Section reviewed zerc-base

budgeting, and although North Dakota did not

adopt zero-base budgeting as its primary bud-
geting tool, a number of ifs components were
incorporated into budget request forms used by
agencies over the years in preparation of their
budget requests submitted to OMB and to the

Legislative Assembly. These components

include:

a. Preparing decision packages that identify
agency services that would be provided at a
funding level less than 100 percent of an
agency'’s current funding level, usually 80 or
90 percent.

b. Requiring agencies to submit a 95 or
97 percent budget request compared to
current funding levels.

c. Ranking agency activities in priority order
above a certain level.

d. Identifying program goals and objectives.

e. Explaining the effect of not funding an
activity within an agency.

Other states that report utilizing zero-base
budgeting to some extent in their budget prepa-
ration process include Colorado, Ilowa,
Nebraska, and Oregon. Colorado utilizes zero-
base budgeting for the preparation of approxi-
mately six agency budgets and intends to
increase the number of agencies each year.
The other three states, lowa, Nebraska, and
Oregon, use a modified zero-base budgeting
system that does not require agencies to priori-
tize all of their programs. However, an agency
may be required to prioritize programmatic
funding being requested over a certain
percentage of the current funding level or to
prepare reduction decision packages to show
the programmatic funding reductions in priority
order if a funding level of less than 100 percent
is approved.

The committee reviewed a recommendation

made by the Public Administration Service, a

consultant assisting the Budget Committee on

Human Services in its study of the Department

of Human Services, to improve budget presen-

tations of the Department of Human Services.

The recommendation provides that budget pres-

entations for committees of the Legislative

Assembly be presented as a “budget in brief’

that includes the following:

a. Review the Governor's guidance under
which the budget is being submitted.

b. Identify the overall goals of the department
for the biennium, identifying any significant
changes from the previous biennium and
reasons for the change.



¢. Highlight pertinent trends, projections, and
influences on the budget.

d. Provide an overall high-level summary of
the expenditures necessary to support the
goals and identify federal, state, local, and
private shares.

e. Provide a high-level summary of projected
revenue by revenue source.

f. Identify specific initiatives that result in
improved services, increased efficiencies
and effectiveness, and those that support
special projects.

g. ldentify new programs and major modifica-
tions to existing ones and the reason for the
change.

h. ldentify programs and services that are
candidates for elimination and why.
Describe the impact of eliminating these
programs.

i. Provide rhetorical questions and answers
and how a legislator can obtain additional
information.

Committee discussion regarding other budget issues
includes:

1.

Concern regarding the lack of fiscal note
supporting information for legislators to use in
reviewing the accuracy of fiscal notes.

Support for budget tours and the possibility of
enhancing budget tours and strengthening
budget monitoring systems in order to inform
more legislators on agency budgets.

The possibility of combining zero-base bud-
geting and performance budgeting to provide
valuable information for agencies and the Legis-
lative Assembly.

Both performance budgeting and zero-base
budgeting attempt to achieve the same goal—to
examine programs independently to determine
benefits received. By using these systems, the
Legislative Assembly may make more informed
decisions on funding levels for specific
programs.

If the Legislative Assembly approves the devel-
opment of a legislative budget, supporting infor-
mation prepared by agencies will need to be
made available to the Legislative Assembly to a
greater extent than currently provided.

Simplified budget reports are needed that legis-
lators can use to relay budget information to
their respective caucuses and constituencies.

Recommendations

The committee expresses support for the Department

of Human Services using the budget presentation format
listed below recommended by the Public Administration
Service and approved by the Budget Committee on

Human Services and recommends that the Legislative

Assembly be supportive of other agencies making their
budget presentations using a similar format:
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Review the Governor's guidance under which
the budget is being submitted.

Identify the overall goals of the department for
the biennium, identifying any significant
changes from the previous biennium and
reasons for the change.

Highlight pertinent trends, projections, and influ-
ences on the budget.

Provide an overall high-level summary of the
expenditures necessary to support the depart-
ment's goals and identify federal, state, local,
and private shares.

Provide a high-level summary of projected
revenue by revenue source.

Identify specific initiatives that result in improved
services, increased efficiencies and effective-
ness, and those that support special projects.
Identify new programs and major modifications
to existing ones and the reason for the change.
Identify programs and services that are candi-
dates for elimination and why. Describe the
impact of eliminating these programs.

Provide rhetorical questions and answers and
how a legislator can obtain additional
information.

The committee recommends that, as future changes
are made to the budgeting process, the foliowing items
be considered as part of those changes:

1.

The involvement of new technology in budget

presentations that may include:

Overheads.

Slides.

Computer-generated presentations.

Audio.

Video.

Additional supporting information available

at the hearing to respond to questions.

g. Abil