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Date: March 14, 2023

Good morning, Chairman Louser and members of the Committee. For the record, my name is
Jon Godfread, Insurance Commissioner. | stand before you today in support of Senate Bill 2211,

which is a policy bill whose idea was brought forth by the fire chiefs and fire service.

Much of what Senate Bill 2211 does is realigns the State Fire Marshal’s Office with the
Insurance Department. The statutory requirements of the State Fire Marshal are already in line
with what we do at the Insurance Department. This move to the Insurance Department would
allow the State Fire Marshal to focus on what they are obligated to do under Century Code at an
elevated level, which is to prevent fires, suppress arson, oversee combustibles, explosives, fire
alarms, fire extinguishing equipment, and educate the citizens of North Dakota on the hazards of
fire. These requirements align with risk mitigation and the prevention of loss, which are closely

related to the insurance industry.

During the 1967 Legislative Session, State Fire Marshal VVance Arneson testified in support of
HB 757 to move the State Fire Marshal’s Office from the Insurance Department to the Attorney
General’s office due to the criminal nature of what they were doing for the state at that time and
to gain access to legal counsel. From what we’ve gathered, this move back in the 60s was to
focus on arson investigations and create collaboration with the Bureau of Criminal
Investigations, which also resulted in a move away from the other duties involving prevention,

safety, and education.

A lot has changed in the over 55 years since this change was made. Building codes have been

enacted and the regulations on combustibles and explosives have strengthened, all in the name of



safety and preventing fatalities. While the need for arson investigations is still there, it is now a
smaller fraction of what the State Fire Marshal does. Since being elected in 2016, I’ve worked to
modernize and create greater efficiency in the institutions I’m involved in. This is a move that

will do both, without compromising our commitment to serving and protecting North Dakotans.

This bill, while aligning the Fire Marshal and Fire Service with true safety, prevention, and
mitigation, also further strengthens the collaboration between the Bureau of Criminal
Investigation. As you will see on page 2, lines 1 through 3, it is clear these processes remain the
same and any arson or incendiary crime will still be reported to BCI. Fire and law enforcement
will continue to share a collaborative and cooperative arrangement, this bill further solidifies

those efforts.

This move will allow us to focus on the many other equally important requirements that the State
Fire Marshal is responsible for, including risk mitigation, fire prevention and education, all of
which has an impact on our insurance marketplace. We would not be here if we did not believe
this would be the best move for the Fire Marshal’s office, the Fire Service, and the State of North
Dakota. This bill would place the Fire Marshal’s office back into an agency that provides support
and resources for 90% of its duties. The law enforcement collaboration is only a tenth of the

State Fire Marshal’s operations.

Another major component of this bill is the need for the continuing appropriation for the fire
districts. Funding for fire departments and fire districts comes from a couple of different sources
(property taxes, benefits, etc.) but a significant portion of the funding has come from the
insurance premium tax. The Department collects the premium tax and from that, the Legislature
appropriates an amount up to 100% of the fire insurance premium tax revenue collected. This is
essentially a pass-through fund, whereby we collect the tax and pass that collection on to the fire
districts. This fund was a continuing appropriation from 1887 — 1985. Since 1985, funding to the
fire districts has fluctuated between 101% of the funds to as low as 48% of the funds

available. Senate Bill 2211 is asking that the continuing appropriation be restored; this ensures
that the dollars that are intended to go to the fire districts are going to the fire districts. The

average consumer likely knows that a portion of their homeowner’s insurance premiums goes to



funding fire departments. What they do not know is that a portion of those dollars are being put

back into the general fund, roughly 40 million dollars over the last 40 years.

Our consumers are being double or triple hit, once on their homeowner’s premiums, again on
their property tax, and then again by participating in various benefits put on by fire departments
to cover their costs. I’ve come before the legislature for the last two sessions asking you to
rectify this disparity and this is by far the most productive suggestion from the fire departments.
The continuing appropriation is instrumental in providing the necessary gear and equipment to
properly protect the public and the firefighters themselves.

I have said time and time again, we are one tragedy away from being forced into fixing this
issue. I firmly believe if a volunteer firefighter were to lose his or her life while on a call, this
body would act and restore the funding that should be going to the fire service. We do not need
to wait for tragedy to strike, we need to give our local fire departments the resources they need
and the tools they require to protect our property and our communities by utilizing the funds that
are supposed to be designated for them. At the very least, the continuing appropriation in this bill
ensures that money collected on behalf of the fire service, actually goes to the fire service, this is
something we should support. To reiterate, over the past 40 years, money has been going into the
general fund that was collected for fire service and should have been going to fire service. SB
2211 corrects this wrong and restores the funding that was always meant to go to the fire service.

On top of immediate threats inherent in the fire service, there is another looming problem within
the fire service and that is an increased rate of cancer among fire service personnel, something
that happens over the long-term. Cancer rates among fire service personnel are increasing,
generally because of the carcinogens they are exposed to while preforming their duties. Proper
equipment, proper cleaning, and more protective equipment is shown to lower that risk. In North
Dakota our fire districts are often volunteer led, and without enough of the necessary equipment,
or without properly maintaining the equipment, we are not supporting the volunteers to the
extent that they deserve. Let’s get them the protective equipment they need to keep themselves

safe while they’re keeping us safe and mitigate this exposure to our state.



In addition to the State Fire Marshal move, and continuing appropriation for the fire districts,
Senate Bill 2211 introduces language to pay a flat amount to the North Dakota Firefighter’s
Association (NDFA) from the Insurance Regulatory Trust Fund, or our special fund, instead of
the Fire Insurance Tax Distribution Fund. When | have brought this before this body in the past,
the reporting and oversight for the NDFA has often been the main reason as to why a continuing
appropriation could not be passed. With SB 2211, the NDFA will be working in concert with the
State Fire Marshal and will be giving the State Fire Marshal quarterly reports, this maintains the
autonomy the NDFA has earned and deserves, while providing the State Fire Marshal with the

responsibility of oversight and reporting.

This would allow all dollars that are collected on behalf of the fire districts to go only to the fire
districts. The State Marshal is the glue to bring all these components together to be successful.
The oversight of NDFA from the State Fire Marshal helps this state grow and develop the fire
service while having peace of mind of the funds you all allocate to NDFA. NDFA President Rob
Knuth is here today to talk more about NDFA so you all know and can understand the

importance NDFA has for rural communities and what this flat appropriation helps them achieve.

Lastly, | wanted to address any potential sticker shock of the fiscal note. Much of what the fiscal
note does is move general fund dollars to other funds, or our special fund, the Insurance
Regulatory Trust Fund. There is a positive net calculation for this purpose. It’s not just moving
the budget from the Attorney General’s Office to the Insurance Department. We are committed
to investing into the State Fire Marshal and giving his office the resources, they need to
effectively administer their duties. The Senate did provide 4 additional FTEs for the Fire Marshal
which results in an increase in salary, fringe, and operating costs. The Fire Marshal has not
received an additional FTE for 40 years, despite significant growth in the state during that
timeframe. Because of this, there are many areas of our state that are underserved by the core

functions of the Fire Marshal’s Office.

Up to this point, we have not mentioned the Reduced Cigarette Ignition Propensity and
Firefighter Protection Act enforcement fund. The fund must consist of all certification fees

submitted by manufacturers, and, in addition to any other moneys made available, be available



pursuant to legislative appropriation, to the state fire marshal solely to support processing,
testing, enforcement, and oversight activities under chapter 18-13. Senate Bill 2211 does change
all language from Attorney General to Insurance Department and it is the intent to be able to
utilize the Cigarette Propensity Fund as it has been used in the Attorney General’s Office to

continue to carry out State Fire Marshal operations.

I want to remind this body that although the fiscal note may look hefty, any funds we don’t use
do get turned back to the general fund. Today, you are being asked to review the policy decision
of moving the State Fire Marshal back into the Insurance Department, supporting the policy
behind the continuing appropriation and an independent appropriation to the NDFA. The specific
dollar amounts will be determined by the appropriations committee.

I did want to make it clear this move is strongly supported by my office, many in the industry,
and the fire service. | would also like to remind this committee, that this idea was brought to me
by the Fire Service, we have worked closely over the past 7 years to develop an idea that would
be supported by the fire service and ultimately successful with the legislative body. SB 2211 is
the result of many conversations with all the stakeholders including the Attorney General, the
Fire Chiefs, the Fire Fighter’s Association, the cities, the counties, law enforcement, and just
about anyone who would listen to me talk. All have met this idea with approval and support for
our efforts. I can assure you; we have looked at this idea to try and find the negative impacts, and

it’s our impression that this is truly positive for all involved.

We look forward to expanding our relationship with Fire Marshal Nelson and his team in the Fire
Marshal’s Office, and we will continue to advocate for the necessary resources they need to carry
out their statutory duties. The relationship between the fire service and the insurance industry is
one that goes all the way back to the beginning of our great state. The insurance industry
understands, probably better than most, that we all benefit from a strong fire service. It is for
these reasons we stand in support of SB 2211 and encourage you and all your colleagues to do

the same.



Mr. Chairman and members of the committee, thank you for the time to present today, there are
many more behind me to expand on these points, but I am happy to answer any questions you

might have.
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North Dakota = HA™ "
Insurance L AR ER N
Department o SRS .

- _ . B T Ly A
Safeguarding Promises. Fostering Fairness. Senqllle Bill 2211
Jon Godfread, Commissioner FGCT Shee.l.

Public Education Fire Safety & Review Construction Fire
Prevention Plans & Systems Investigations

Proposed FTEs

NDFA Funding
8 4 SB 2211 increases funding to

the North Dakota Firefighter’s

Current FTEs Proposed additional Association (NDFA).

FTEs

» 3 new Deputy Fire Marshals located in $1.14 $2.4

Devils Lake, Jamestown and Williston. =ilFsm million

» 1 new Chief Deputy Fire Marshal 2021-2023 2023-2025
biennium biennium

Fire Marshal Offices

Qe Q Q

Minot Devils Lake Grand Forks
Q Q Q Existing Deputy Fire
Fargo Marshal offices
Dickinson Bismarck Jamestown

Proposed additional
Deputy Fire Marshal
offices

» North Dakota Insurance Department




2023-2025 Insurance Commissioner’s
Fire Marshal Proposal
Appropriated funds come from Special Funds

2023-2025 Submitted Attorney
General Budget

Appropriated funds come from the General
Fund (GF) and Special Funds (SF)

GF Salaries $ 779,228 Salaries & Benefits $ 2.636 million
GF Operating + $ 108,457 Operating + $ 733,216
$ 887,685 $ 3.37 million
SF Salaries $ 1.018 million
SF Operating * $ 256,637 _ 2023-2025 Estimated General
$ 1.275 million

Fund Turnback

Total Fire Marshal budget submitted by L.
$3.42 million

the Attorney General: $2.162 million

By the Numbers

In 2022, fire districts and departments received tax distribution payments appropriated by the
Legislature. This shows what districts received in 2022 without the continuing appropriation and
what would have been received with a continuing appropriation.

Fire District Without Cont. Approp. With Cont. Approp. Difference
Arthur Rural $14,912.97 $ 17,558.77 $2,645.80
Bismarck $ 743,770.55 $ 875,727.13 $ 131,956.58
Bismarck Rural $ 182,562.24 $ 214,951.64 $ 32,389.40
Bowman $ 20,207.70 $ 23,782.86 $ 3,585.16
Bowman Rural $ 17,939.64 $ 21,122.41 $ 3,182.77
Billings Co. Fire Protection |$ 14,147.57 $ 16,657.57 $ 2,510.00
Buffalo Fire Protection $ 26,544.40 $ 31,253.79 $ 4,709.39
Casselton $ 88,298.75 $ 103,964.33 $ 15,665.58
Dickinson $ 251,169.63 $ 295,731.07 $ 4456144
Dickinson Rurall $ 54,992.41 $ 64,748.93 $ 9,756.52
Edinburg Fire Protection $ 10,035.27 $ 11,815.69 $1,780.42
Ellendale Fire Protection $ 36,068.87 $ 42,468.06 $ 6,399.19
Ferry Township Rural $ 23,746.40 $ 27,959.38 $ 4,212.98
Grand Forks $ 429,946.97 $ 506,226.32 $76,279.35
LaMoure $10,212.22 $12,024.02 $1,811.80
LaMoure Rural $ 36,277.79 $ 42,714.04 $ 6,436.25
Milton Rural Fire $12,678.38 $14,927.73 $ 2,249.35
Minot $ 394,987.20 $ 465,064.13 $ 70,076.93
Minot Rural $ 83,672.80 $98,517.67 $14,844.87
Oakes Fire Protection $ 69,702.24 $ 82,068.51 $ 12,366.27
Page Fire Protection $ 28,890.25 $ 34,015.84 $ 5,125.59
Wishek Fire Protection $ 18,066.42 $ 21,271.69 $ 3,205.27

» North Dakota Insurance Department




Fire Department Finances

Revenue Expenditures

Property taxes Salaries
> Paying for any full- or part-time staff.

Contracts for service
Equipment
> Trucks, vehicles, PPE & gear

Extended scene response &
rescue

Utilities & Overhead

Insurance tax distribution ?? Electrical, water, gas & rent/mortgage

Fundraising activities Insurance
> NDIRF, WSI & property insurance

Donations Training & Certifications

¥ Equipment training & safety
certifications

Charitable gaming

Grant & Gaming
Mangement

Grants > Upfront fees or matching amounts

Fire Districts are Dollars received and spent in fire districts all have a common theme:
- safety. Safety is one of a fire department’s central liabilities, whether
S'I're'rCh | ng rural or urban. The funds allocated to those fire districts are being
allocated and used to enhance safety in the community further.

DOI Ia rs Fire departments and districts creatively approach fundraising and

strategically spend their limited dollars. The shoestring budgets
that many departments experience result in expired gear, lapses of
certifications for trucks, and ill-equipped firefighters.

Unfortunately, the inability to act can affect ISO scores and,
ultimately, the communities they serve.

» North Dakota Insurance Department



-
ISO Ratings

How are ISO Ratings determined?

50 Points - Fire Department

A review of fire suppression capabilities including
equipment and personnel training.

40 Points - Water Supply

Evaluation of a community’s water supply system as well
as the maintenance and quality of hydrants.

10 Points - Emergency Communications System

A review of a community’s facilities and support for
handling and dispatching alarms.

Evaluation of fire prevention code adoption, public fire
safety education and fire investigation.

What are North Dakota’s ISO Ratings?

Number of fire districts in each class as of Jan. 2023

Class 1

Class 3

34% of fire districts are in

Class 4 classes 9 or 10!

Class 5
94

Class 7 Class
88
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Fire Marshal FTE Request
2023-2025 Biennium

Chief Deputy Fire Marshal

Duties & Responsibilities

¥ Supervise Deputy Fire Marshals within their command
> Assign & track progress of projects & investigations
¥ Pursue accreditation for division programs

> Recruit and train Deputy Fire Marshals

Deputy Fire Deputy Fire Deputy Fire
Marshal Marshal Marshal
Q Jamestown Q Devils Lake Q Williston

Let’s ge-r accredited Wwhy is this important?
Additional FTEs help us acheive accreditation » Quality standards
» Consistency
)) American National Standards Institute (ANSI) » ISO Ratings
» Credibility
»» Commission on Fire Accreditation International » Competitive advantage for
grants & other funding

Existing Deputy Fire
Marshal offices

Bismarck, Dickinson,
. Fargo, Grand Forks &
Minot

((‘:,) Proposed additional
\~/ Deputy Fire Marshal
Y offices
Devils Lake,
Jamestown & Williston

Benefits -l-o » No overtime expenses » ISO rating improvements,

leading to lower property

» Less mileage expenses insurance premiums

N orth Dq koll.a » Investigate all requests 9 Reduced liabilities
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Fire Marshal FTE Expenses
2023-2025 Biennium

1 Chief Deputy
Fire Marshal

Annual salary: $91k
Fringe: $35.5k

$126.5k annually
$253k biennially

3 Deputy Fire
Marshals

Annual salary: $71.5k
Fringe: $31.5k

$103k annually each
$206k biennially each

Total salary & fringe of
four additional FTEs

$872k

Figures do not include any legislative or
equity salary adjustments.

2023-2025 Biennium Operational

PPE $ 3,500
Backup PPE $ 3,500
Vehicle Tools $ 3,500
Uniforms $ 1,000
Gas Monitor $ 1,500
Small Tools $ 2,000
Gear Extractor $ 5,000
Fleet Vehicle $ 28,800
Total per FTE $ 48,800

Total of 4 FTEs $ 195,200

2023-2025 Biennium Total

WD $872k
+ Total operating $195k

$ 1,067,000
Total for 4
additional FTEs
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