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Chairman Kasper opened the hearing on HB 1191. 
 
Rep. Mike Nathe, appeared in support of HB 1191.  When they have been red flagged, and 
they don’t make those changes, there is penalties in this bill. So it is kind of a hammer over 
the departments. Some of these findings go back years and they have never been 
addressed.  Education hadn’t filed reports for years. We rely on these to make decisions. 
The sponsor of the bill will have amendments, so you can address those.   
 
Rep. Laning:  Is there an appeal process?  If a department disagreed with the audit findings 
and refused to do it because they disagreed is there an appeal process? 
 
Rep. Nathe: I don’t know. 
 
Rep. P. Anderson:  Why aren’t they getting done? 
 
Rep. Nathe: That’s a good question, maybe the departments are busy with a lot of other stuff 
I don’t think it is a high priority for them. There is not a motivation to address it.  
 
Rep. Rohr: What Committee was that? 
 
Rep. Nathe:  Legislative Audit and Fiscal Review. 
 
Rep. Hoverson: Is the problem here for the committees to get their reports in?  
 
Rep. Nathe: I think that the problem is that the Departments do what they are supposed to 
do with the findings. When the auditor finds this is not according to code or procedure that 
they are corrected. 
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Rep. Hoverson:  What has been the problem of not having those findings?  
 
Rep. Nathe: It just keeps lingering. They are not addressing the problem.   
 
Chairman Kasper: There has been no penalty and that is what this bill addresses? 
 
Rep. Nathe:  That is correct. They will be given plenty of time to meet these requirements. 
 
Rep. Schauer: I find this disappointing because we are talking about professionals. How 
long has this been going on? 
 
Rep. Nathe: I have only been on this for three interims. So I don’t have the knowledge that 
someone that has been here longer has.   
 
Rep. P. Anderson: I am looking at the penalty section, 65% of human services is federal 
money, can we deduct 2% of federal funds? 
 
Rep. Nathe: I would think not, but we can deduct the remainder which would be the state 
funds.  
 
9:13 Rep. Keith Kempenich: appeared in support. (Attachment 1) Original bill made 
Amendment. The auditor does not have the power to make the determination, the review 
committee will make the determination, that was the intent of it when I put this in. This is a 
last resort, it probably will get used, because it wouldn’t be here if we didn’t have some issues.   
 
Rep. Laning: Is the LAPRC the place they would go if they wanted to appeal? 
 
Rep. Kempenich:  Yes. It is usually a performance audit. There is some due process here.  
 
Rep. Hoverson: Can you give me an example of what has already happened that warrants 
a law to take care of this problem?  
 
Rep. Kempenich:  It is an audit Williston State College where there is a finding that has been 
dragging out. It is basically how they do things. It might be that they need more personnel to 
better track how they expend funds. We did have one with Dickinson State, there probably 
should have been people that went to jail on that one. As long as there is an attempt to correct 
the findings there isn’t an issue, it is just when its year after year.   
 
Rep. P. Anderson: In my private world at Wells Fargo I had two or three years of not doing 
audits, I didn’t get to keep my job and reduce my budget, I got fired. Why don’t we fire the 
manager? 
 
Rep. Kempenich: That probably would be a better answer. We want these agencies to do 
better that is the whole idea behind audits. The State Land Department was a big one.  
 
Rep. Rohr: Isn’t the Intent of an audit is to demonstrate to our tax payers that we are running 
most efficient and effective state government possible? 
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Rep. Kempenich:  Yes.  With technology it is getting tighter. The Public arena has more 
transparency.  
 
Opposition 
 
Josh Gallion, State Auditor of North Dakota, appeared in opposition of HB 1191 as written.  
With the amendments this would change my opposition to neutral   
 
Chairman Kasper:  With the amendments, are you comfortable that you will be neutral or 
do you see anything in the amendment that you don’t like? We want to hear about it. 
 
Mr. Gallion:   In just the few minutes I have had to look at them it appears to alleviate my 
concerns. It Puts LAPRC in charge of that process which is where that authority should lie. 
 
Rep. Schauer: Josh, I think that this would put you in an uncomfortable situation. How do 
you feel about that? 
 
Mr. Gallion: This puts the auditor’s office in a judge, jury, & executioner rule and that is not 
our function. We are here to try to improve government, find more cost savings and improve 
the overall effectiveness to have this kind of authority would have a negative impact on our 
job.  
 
Rep. P. Anderson:  In the human services department 65% comes from federal funds which 
we can’t reduce by two or three percent. So then the penalty goes off on the other 35% So 
who suffers? 
 
Mr. Gallion: That is where the auditor’s office should not be involved in that decision making 
process, our job is to identify areas of deficiency and report those. That is where our authority 
should end. 
 
Chairman Kasper: In the amended bill it says we have to go two biennium’s before action 
is taken. I would like to hear from you where your Audit came forward with suggestions and 
findings, and difficulty with agency not complying. 
 
Mr. Gallion:  There have been procurement issues, internal control issues, Williston State 
College has had trouble finding qualified people to work there. They have had a lot of turn 
over and that causes a lot of problems, that can’t be resolved. Sometimes in a single audit 
we have had seven recommendations in a row, that’s in a 14-year period, some of it is 
legislation, or funding or resources. 
 
Rep. Schneider: Could this have unintended consequence if they are understaffed? Oh I 
have a couple years to work on this. 
 
Chairman Casper: Is there any more opposition? 
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Tammy Dolan, Vice Chancellor for Administrative Affairs, appeared in opposition of the bill 
as written.  Attachment 2.  (28:56-35:55) 
 
Rep. Schauer:  If there is that punishment of losing funds, might make that cause 
management to move quicker, and prioritize, can’t you see that this budget cut would force 
better decisions, based on audit reports?  
 
Tammy Dolan:  Yes, it could.  There are sometimes legitimate reasons that you can’t comply 
to. 
 
Rep. Schauer:  Hopefully, it would be the last resort. Do you feel that there could be some 
positives with this bill? 
 
Tammy Dolan:  Yes there could be some positive impact with the amendments. 
 
Rep. Rohr: When you get the audit findings is there not a committee you go to to discuss 
the findings and recommendations, and come up with an action plan?  
 
Tammy Dolan:  We get a chance to respond and explain our position on those findings and 
try to build some sort of implementation plan along the way. We do that with all of our findings. 
Sometimes things get in the way of that well laid plan.  
 
Rep. Rohr:  When does it go to LAPRC? 
 
Tammy Dolan: When all of the findings become official. We also say what our opinions are 
about the matter, and what our intended actions are.  
 
Rep. Rohr:  If you agree that is when the implication process goes into effect? 
 
Tammy Dolan:  Try very hard to not to disagree with any audit recommendations because 
they are generally to be helpful. 
 
Rep. P. Anderson:  Williston State Who has to suffer? 
 
Tammy Dolan: We would never recommend it fall back on the student. But that would be a 
management decision at that point it would be in conjunction with chancellor and higher ed. 
board.   
 
Chairman Kasper: I would like you and your department to examine the amendment. We 
won’t take action on this bill till we hear from you on this. We do want feedback from anyone 
who is against this bill. 
 
Tom Eide, Director of Field Services and Chief Financial Officer for the Department of 
Human Services, appeared in opposition of the bill as written.  Attachment 3.  (44:17-47:38) 
 
Chairman Kasper: On page 2 item B of the amendment it talks about reduction of a current 
biennium appropriation.  Are your grants subject to appropriation or is this dealing only with 
state funds that are appropriated? Which would it be? 
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Mr. Eide: Without having read the amendment, if the general funds are taken away, let’s say 
there is an issue with Medicaid funding for nursing homes, let us say there is an audit 
compliant issue with that, and the general fund is removed from that, we will lose the federal 
match as well and with those kinds of dollars your only recourse would be to reduce payment 
to the nursing facilities, to reflect whatever is lost. 
 
Chairman Kasper:  What percent of your funds is general funds compared to the other 
sources you have sited?  
 
Mr. Eide: Generally, about 65% that is the range of federal funds verses general funds.    
 
Rep. Rohr:  Risk that if you’re not compliant you could lose a portion of federal dollars? 
 
Mr. Eide: Those funds are always at risk, should we have a finding that we don’t respond to. 
I am glad we have an opportunity here to come into a state finding. 
 
Rep. Rohr: Getting back to the Medicaid fraud control unit, don’t you contract that service 
out right now?  
 
Mr. Eide: No, we do not have a fraud unit right now, we are the only state in the United States 
that does not have a Medicaid fraud unit right now.  
 
Rep. Rohr: I realize that, but don’t you contract for that service? 
 
Mr. Eide: We do sampling but that is internal process only. 
 
Vice Chair Steiner:  Don’t you think that a legislative committee could look at this? There 
has to be some trust that this committee is using their best judgement. 
 
Mr. Eide:  My concern is that we are putting mandated funds at the review of a subcommittee 
not an entire legislative body. There is concerns in general of putting those funds at risk. 
Representative Michael Howe are we going to address that shortfall, who is going to pay for 
that?  Management not properly executing their job at all levels. Having LAPRC deal with this 
is better than risking funding for the state. 
 
Rep. Schauer: This bill deals with bad management and accountability. So if this becomes 
law and you would have that shadow hanging over you in your department would that change 
priorities and your management team? 
 
Mr. Eide:  We are prioritizing, like fraud, taking care of the poor and vulnerable. We are 
Reallocating recourses to address the audit concerns. I won’t change my staff we have done 
what we need to do to make ourselves better at our jobs.    
 
Rep. P. Anderson: So do you think the bad manager ought to be fired? 
 
Mr. Eide:  In the private sector, yes. 
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Neutral 
 
Don La Fleur, Director of Auditor’s Office, appeared in a neutral position.  Overview of an 
audit.  Financial statement audit yearly for those provide funding’s, operational audits, once 
every two years’ performance audits purely operational Mr. Gallion can call for it state and 
university to the board of higher ed. or OMB single audit by the federal government, service 
organization audit, only ITD.  Different recommendations, violation of accounting standard 
Government Accounting Standards Board internal control, operational findings, areas where 
they can improve findings violation of laws. 1:06:10 
 
Chairman Kasper:  Give us a summary of your testimony? 
 
Rep. Schauer: Don, how many years have you been at this job? 
 
Mr. Don La Fleur:  Twenty-seven years. 
 
Rep. Schauer: With your experience and knowledge, do you think that this bill would help in 
these situations? 
 
Mr. Don La Fleur: The state auditor does not like to be in the position of judge, jury and 
executioner.   
 
Rep. P. Anderson:  Are the repeated audit findings more lumped into one area? 
 
Mr. Don La Fleur:  Operational disagree Cases, internal control, violation of accounting 
standards, 
 
Chairman Kasper: Could you provide this committee an actual audit, with the concerns and 
recommendations so we can see what those look like? 
 
Mr. Don La Fleur: Yes. All of our audits are up on our website.  
 
Chairman Kasper:  Would you object to putting in an appeal process right before the final 
act. Or would that be unnecessary because of the process it has already gone through?  
 
Rep. Kempenich:  First page committee may do it is a hoghouse amendment to the bill. I 
think the amendment addresses the due process.   
 
Subcommittee Chair Rep. Steiner, Rep. Rohr, Rep Anderson to discuss with the 
interested stakeholders in the room the amendment and see if there is any tweaking that 
needs to be done working with Rep. Kempenich. 
 
Closed the hearing  
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Chairman Kasper: opened the meeting on HB 1191. 
 
Vice Chair Steiner: (Attachment 1) Our subcommittee met this morning at 7:15 AM, we 
reviewed this amendment, the sponsor of the bill was also there, we also had Tom Eide from 
the Department of Human Services. This is the bill that comes from frustration. After an audit 
the agencies do not fix the problem, so they want to add penalties.  
 
Rep. P. Anderson:  Come from the banking world.  Major findings and minor findings.  What 
is the risk? Most of the issues are management? There is nothing in this bill to reprimand, no 
salary increases, or termination. It is the Appropriations Budget do we have the authority to 
do that?  
 
Chairman Kasper: Did you discuss the penalty with the Attorney General or Legislative 
Council? 
 
Vice Chair Steiner: No we did not. It was stated earlier today. We are the managers these 
are our employees, and we need to manage our business. In this case we know state 
agencies are responsible for their budget, there isn’t a manager who wants to see a cut 
because of something that LPRC wants to get done, we have veteran Legislatures on here 
who are trying to manage and do things according to the law. Some of these findings could 
be serious. It doesn’t say they have to do it; it just says they have the option to do it. It was 
stated today that they had findings that were serious and they would not have the auditor 
pursue and they have let it go.   
 
Rep. Rohr:  They do not do this after the first audit, if there is a finding, sometimes it is two 
or three times which could take from three to six years. There has to be some accountability 
to these state agencies if there are three or four audits with the same finding. I am supporting 
this amendment. 
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Rep. Schneider: I can understand the frustration and putting teeth behind an audit. I think 
that these are the wrong teeth, because I see it through the Human Services Lens, and the 
money does not belong to the personal who are not doing this, the money belongs to children 
who are abused, or sexually assaulted, families that don’t have enough to eat, it belongs to 
poor people that might lose their housing. It is punishing the wrong people. I would go after 
these people, like a disciplinary action, a reprimand, a letter that would be reviewed when 
they come up for wage increases. I would go after the people not the money we appropriate 
for the needs of others.   
 
Vice Chair Steiner:  This is not about poor people. If you look at page 2, Section B. It is 
affecting state employees. Through reductions in their wages or budget.  
 
Chairman Kasper:  I would agree. 
  
Rep. Koppelman: Motion was made to adopt the amendment 
 
Rep. Rohr: Seconded 
 
Rep. Schauer: This is a management problem. 
 
Chairman Kasper: Voice Vote 
 
Voice Vote was taken: Motion carries to adopt the amendment. 
 
Chairman Kasper: We have the HB 1191 as amended before the committee what are your 
wishes? 
 
Rep. Rohr: Moves a Do Pass as amended for HB 1191 
 
Rep. B. Koppelman: Seconded  
 
A Roll call Vote was taken: Yes – 9   No – 3  Absent – 2 
 
Do Pass Carries 
 
Rep. Steiner will carry HB 1191 
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