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Co111111it1cc Clerk Signutwc ~~~~~~ __ f &2;,,-:~ . ••··· -.. 
Minutes: Chairnrnn R. Bc1·g, Vicc~Chail' G. Keiser, Rep. M. Ekstro1111 Rl!p. R, Froclk:h, R1.~p. U, 

Froscth, Rep. It Jcnscn, Rep. N. Johnso11, Rl!p, J, Kasper, Rep. M. Kh.:in, Rep. Koppang. 

Rep. D, Lemieux, Rep. B. Pietsch, Rep. D. Ruby, Rep. D. Severson, Rcp. E, Thorp(!, 

HB 1127 

Chulrman Dcrg, opened the hcuring. 

Rep, Kciw;r ti::stiticd in fovor of un<l explained the hi~tory of bill. 

Rep, Jensen, Th~ idcu thut the fund be sci r supportive, how dmrn that wo1·k'/ 

Ren, Kcjser. They were required to sf.!t up and cstabli~h u sufoty net that support~d a scparntc 

cutcgory so thut if they huvc claims nguinst their category, the mtcs incraasc, then the rntcs 

lncrcnsc prlmnrily for them, The rules won't be sprcud throughout the entire f\111d, 

Dennis ErncusH.i, Director of Rough Rider Industries, guvc written testimony in fuvor of the bill. 

Chulrmuu Bet!&, Ot1c of our prlmury conccms now on this iH whut hus your cxpcri,mcc been, 



Page 2 
I-louse Industry, Business and Labor Committee 
Bill/Resolution Number HB 1127 
!-I earing Date O I ~24-0 I 

Dennis Fr.ru;.i.llisi 1 Since we started this program there has been om: injury, That was an inmate 

who, when bringing equipment in, dropped a table on his foot. It was settled 1hr under $400, paid 

internally through the pcnitcntiury. The risk manngcr form Workers Co111p came out to audit us 

has asked if we cad Id use our operation as a show case to show other employers the things that 

can be done with safety rcconl:i. 

~'hairman Berg, Do you know off hand what your prc111iu111s are on uu an11ual basis? 

Dennis Frw:ussi, Right now our premiums arc about $125 per ycur for all employees. 

Rep, l•'roseth, Oo you do follow up work on prisoners that arc rclcuscd to sec i I' 111<.!y use in the 

private sector any of the skills they learn while they arc employed with Rough l~ider l11d. 

Dennis Frncussi, No not now, I-low cv~r we me wol'king with a eoupll! of'businc:;s now ill trying 

to sec if thcl'c llt'C any skills that we have in ot11· industry program that we can put i1110 diffo1·c111 

bw;incss throughout the stat'-!. Lust ycm we had (,I(> inmates rekased from prison, There an: 

cmployet·s nil ovcl' the stutc looking fb1· people. 

Julie Leer, Gene.mt! counsel for· ND \Vol'kcl's Comp, tcstilicd if fovor of'lhc bill .S1.:c written 

testimony, 

Clrnirmm1.lliJ.!:u, Give us some background on how this lits in with Workct·s Comp, and do they 

huvc n rcimmruncc pmgrn111'? 

Julie Lcc1\ The wuy this wus ol'iginully set up was busicully, Wol'kl.!rn Comp has bl!comc a third 

purty udmlnh,trutor for the Rough Rider Industries modified coverage proprnm. TIH~Y first went 

lo the risk ttrnnugcm~nt f\md to get the covcrugc nnd then they wcl'c looking ut some type of' 

umbrcllu pollcy beyond thut. Then uny obligutlons thut mo not covc1·cd by u11y insu1·n11c(.? that 

they get other som·ccs urc in obligutlon of'thc stutcs gcncrul f\mds, The 1,i·cmium thut they urc 

puylt1g Workers Comp, thnt minimum premium Is to cover the cof.-lt of udministcrlng 1,i·og1·um~. 
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Chnirman Berg, The issue here is that we want to insure that the sure and ccrt,iin relief that's 

covered through Workers Comp, rather than having litigation directly to the state for these 

cluims. 

Julie Leer, That's correct. I think that according to Workers Co111p1.msatio11 reimbursement 

schedule most of the medical paid through the pcnitcnliury with their co11t1·w.:ts from lllcdieal 

services, most of thut is take11 cal'e of if uny ol'thl' i11111atcs require mcdil'.,d trcut111cnt. 

Rep Koppang, When we were introduecd lo this bill. then.! was so11w talk about to qunlif'y for 

federal funding programs we had to bi: covered by Workmn11's Comp. Whal arc those federal 

fonding programs'? Have wi: received nny dollars spcdfkally for this kind or m:tivity, or is this 

going to be sci f supportive'? 

Kc;n Sorenson~ Assistant Attorney Gctwrnl, spoke on behalf' of'thc ND Depl. ol'Corrcctions and 

Rehabilitation's Prison Industries Dept.1 Rough Rider Ind. Sec written tcstinHrny. 

To answer your question, there is actuully no fodcrnl funding here, but Workc1·s Comp program 

is u requirement undc1· a federal law. 

ChQil'llHlll Berg. closed the hcut'i11g. 

Tupc 2, side A, No. 13,H. 

ChuJrmnn Bc1g 1·copc11cd the hcuring. 

Rim, Klciu mndc n motion for u Do Pns8, 

Him, Kom>Ollli&• A1·c there other work nrcus thut urc sci f insut'cd in work programs'? 



Page 4 
House Industry, Business and Labor Committee 
Bill/Resolution Number HB 1127 
Hearing Date O 1-24-0 I 

Julie Leer, The only entity in ND that is sc:f insured is Rough Rider Industries program. The 

$125 premium thut they pay is a minimum premium. As for as work study and othl!r programs, 

there is a luw thut deals with volunteer coverage's .. 

Roll call vote: 12 yes, 0 no, 3 absent. 

The motion carries. 

Rep. Klein will ca1·ry the bill. 



BUI/Resolution No.: HB 1127 

Amendment to: 

FISCAL N01'E 
Requested by Legl&latlve Council 

12/18/2000 

1A. State fiscal effect: Identify tho state fiscal effect and the fiscal efloct on a[]ency appropriotions 
compared to funding levels and appropriations anticl/Jated under current law. 

__ 1999-2001 Biennium I 2001-2003 Biennium ·12003-2005 Biennium 7 
,_..,..._ _____ .. General Fund/ Other Funds f General Fund I Other Funds /Genernf Fund/ Other Fundsl 
Revenues ___ - I I I -g 
E,cpendlturea -, --, ..... ---~--- ______ ·---- · 
Af!proprlatlons ' I _! -~-[,___ r -=c -

18. County, city, and school district fiscal effect: Identify the fiscol effect on /ho oppropriLJte po/iticnf 
subdivision, 

1999-2001 Biennium r== 2001-2003 Blennluin --·--r-· 2003-2006 Biennium l 
Counties I Cities ~~~~c~

1:·-1 Counties I Cltle~-. r--i~c~~--r~::~;;~:-r Cities 1--~~:~~-1 
r---- 1 r __ c_ ______ .. --·~:]==~-~====c===-=-r· _____ J 

2. Norratlve: Identify tho ospacls of tho meosum which clJuso liscnl impoct nm/ include ony comnwnts 
ralev1111t to your (molysis. 

NORTH DAKOTA WORKERS COMPENSATION 
2001 LEGl8LATION 
SUMMARY OF ACTUARIAL INFORMATION 

BILL DESCRIPTION: lnmntc Covcmgc-Rc1110vc Expiratioll Dale 

BILL NO: HB 1127 , 

SUMMARY OF ACTUARIAL INFORMATION: North Dukotu Work<.!t's Compensation, togl'lhcr with lls 
uctuul'y, O}c1111 Evuns of Pucitk Aetuurial Consulhtnt8. has reviewed the lcgislation propos,:d in this hill in 
conformnncc with Section 54-03-25 of the North Dukotu C'l.'t1tlll'y Code. 

The proposed lcgislotion rcpculs the expiration dutc rchiting to workcrn' compcll8Hlion covcrngc for inmates 
cngugcd in work progrums through roughridcr industries, 

FISCAL IMPACT: Anticipntc no change to existing rutc nnd t'cscrvc levels, 

DATE: December 27t 2000 

3, State flaoel effaot detail: For Information shown under state fiscal effect In 11\, plnnse: 
A. Revenuea: Exp/eln the revenue amounts, Provide dotoil, whet) appropriate, for mJCh revenuo typo tmd 



fund affoctcd and any amounts included in the executive budget. 

B. Expendltutes: Explain the expondituw amounts. Provide dotail, when nppto/Jfinte, fo1 <!cJCh {}gancy, 
lino item, nnd fund affected and the number of FTE positions affectod. 

C. Appropriations: £xplmi1 tho appropriation amounts, Provide datlJil, wlwn EJ/Jf)roprinto, of thu (!/foc:t 011 
the biennial appropriation for each agency and fund flffacted and nnv mnvunts included Ji1 the oxocutive 
budget. Indicate the relatiom,h1/J between tho omounts shown for (!Xpanditures ond 11ppropriotiuns. 

ame: Paul R. Kramer /Agency: - North Dakota-Workers -Conipensnffor1-j 
hone Number: --32-8--3--8-5_6 _______ [~O-a-~.!-Pr-e-pa-r-ed_:_o·-1,-0-4/_2_001 ___________________________ __] 



Date: 

!18 I 1J·7 
Roll Cull Vote II: 

2001 HOUSE STANDING COMMITI'EE ROLL CALL VOTES 
HILL/IU~SOLIJTION NO. Click ltere to (1 1pe III/IIH,1.rnl111io11 No. 

House Industry, Business and Labor 

D Subcommittee on ------~-
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Rcorescntativcs Yes No Rcprc1-a~nt11th•cs -Chairman .. Rkk I3en.t / Rep, Jim Kasper 
Vice .. Chuirnrnn George Keiser Rep. Matthew M. Klein 
Re~. Mary Ekstorm / Rep, Myron Konrmnl! 
Rep. Rod Froelich /::_ Rep, Doug Lem ic11x 
Rep. Glen Froscth --- Rep. Bill Pietsch --· Rep. Roxanne Jensen - Rep. Dun Ruby_,_ 
Re~unc~ Johnson 

,~ 
Rcr,. Dnlc C, Severson 
Rep, Elwood Thorpe 

Committcc 

Yes No ·-,/ 

/~ . 
// 

/ 
/"', 
/ 

// 

-
-

-·---
-

Total (Yes) ~ --·-- No ___ (, ___ :, --~~~----··-·----·-· 

Absent .. ) -----""---------------------------·-··--
Floor Assignment _ _,.____,,4 ~----

If the vote is on nn amendment, briefly indicate intent: 



REPORT OF STANDING COMMITTEE (410) 
January 25, 2001 8:04 a.m. 

REPORT OF ST ANDING COMMITTEE 

Module No: HR-13·1562 
Carrier: M. Klein 

Insert LC: . Title: , 

HB 1127: Industry, Business and Labor Committee (Rep. Berg, Chairman) recommends 
DO PASS (12 YEAS. 0 NAYS. 3 ABSENT AND NOT VOTING). HB 1127 was placed 
on the Eleventh order on the calendar. 

2 DESK, (3) COMM Page No. 1 IHH3-16S2 
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2001 SENATE ST/\NDING COtvtMITTEE MINUTES 

BILL/RESOLUTION NO. 1113 1127 

Senate Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date Pcbruary 14, 200 I 

........... --------,-----·-·----·-----------·-·-•-•<"• ---···-----·-···--·-·-·····----··---·--···········-··- ···-·-·······- ··-·•·•· 
Tape Number Side I\ Side B Meter II -----•-- -------··-···-······· .. ··--·----···· ............ _______ , __ ., __ ------- --- ------- - ···--•·· .. . 

X () 10 l),4 
---·---~-------- --·--------------·-··---··-••·•·· " ----·······-·· -· .. ·--· ··--·- ·--••»••-···-···- -·-·--· ··-····· ---···-·-···- .. 

-· ( n 
Committee Clerk Si_g!_!aturc 1 (~'U__J_J.!JJ?iiJ,. ____ . 

!/ 

Minutes: 

The meeting wns called to rn·dcr. All c.:nmmitkc members present. I karing was opened 011 1113 

1127 reluting to elimination of' the expiration dntc of' laws rclati11g to workers' c.:0111pc11sutio11 

covcmgc fol' inmates engaged in work progrnms thrnugh roughridcr i11<.lustr1cs. 

Rc1> George l<clscr1 District 47. Sponsor.: This prngram works wcll1 prisoners go to work :111d 

pnl'l of the money they make comes back to tht.! stutc us room and bomd payments, \Viti, a sunse1 

cluusc it is him! to ncgotiute nnd continue contrncts, Urge do pass. 

Ken Sorenson, Assistant Attorney General. Written testimony nttuchcd. 

Scnutor Klein: We huvc to mnintnln this prngrnm so the fcdcrnl pmgram kicks 111'? 

K Sorenson: Yes, 

Julie Leer, General Counsel for ND Workers' Compcnsntion l3urnnu, in fovor, W1·ittcn 

testimony nttuchcd, 

Dennis Ji"racassl, Dircctor1 Rough Rldcr Industrh~s, in favor, Written testimony uttnchcd, 
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I I caring Date February 14, 200 I. 

Senator Mathern: Why did it take from 1979 to 1997 to l!lrnct this'? 

K Sorenson: Loss of sovereign immunity. 

No opposing testimony. !fearing closed. Discussion held. 

Senator Every: Motion do pass, Senator Tollefson: Second. Roll call vote: 7 yes: 0 110. Floor 

assignment: Senator ~:ver)'. 



Date: 2. I/(/ I ol 
Roll Call Vote#: I 

2001 SENATE STANDING COMI\1ITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. /~;J 7 

Senate Industry, Business and Labor Committee 

D Subcommittee on ______________________ _ 
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Tuken ·rr) a 
Motion Made By 

_ dil1'l 
1 

!tt.ltl}(/._ 
Seconded 

j//)/1 ·fa/:4./4 /.))'] __ By 
--...7 ,- - - ;J -

Senators Yes No Senators Yes,. No 
Senator Mutch - Chairman I.,, Senator Every ✓ 
Senator Klein .. Vice Chairman v Senator Mathern ._/' 

Senator Espcgard ✓ . 
Senator Krebsbach ✓ -
Senator Tollefson i1/ 

. 
-

-

Total (Yes) __ ]..._ ____ ~-- No O _________ _ 

Absent 0 
Floor Assignment k, ~ . 
If the vote Is on an amendment, briefly~ ~cate Intent: 



REPORT OF STANDING COMMITTEE (410) 
February 14, 2001 10:49 a.m. 

REPOA'r OF ST ANDING COMMITTEE 

Module No: SR•27-3294 
Carrlar: Every 

Insert LC: . Title: . 

HB 1127: Industry, Business and Labor Committee (Sen. Mutch, Chairman) recommends 
DO PASS {7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1127 was placed 
on the Fourteenth order on the calendar. 

(2) OESK, (0) COMM Page No. 1 8R,27-32M 
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TESTIMONY ON 1181127 
HOUSE INDUSTRY, BUSINESS AND LABOR COMMITit:E 

RE!PRESEN'fATIVE RICK BERG, CHAIRl\fAN 
tfANlJARY 24\ 2001 

Mr. Chuirman, mombcrs oftlN Mouse Industry, Business, nnd Lnbor Committee: 

My numc Is Denni') Frucussi. I nm the Director of Rough Rider Industries. l 'd like to 

provldo you with u brief overview of our operations nnd tnlk nbout om efforts to hulk! 

positive relationships with the prlvutc sector in hopes or your support for IIB 1127, 

Rough Rider Industries Is the industriul work progrum for the ND Stull' Penitentiary, 

Although we ure n stntc ugcncy, we do not opcrutc w;ing general fund dollars. All 

snlnrics, opcrnting expenses, equipment an<l capital improvements nrc funded through 

self~gcncrated revenues from the sule of products and services we provide to eligible 

customers. We currently have over 160 inmates working for us each duy, This hns u 

huge impact on maintaining peace and order within the prison cell houses. It gives 

Inmates an outlet to release energy and frustration and simultaneously allows them to 

provide for their own livelihood while incarcerated. It also saves North Dakota taxpayers 

several hundred thousand dollars each year that would otherwise be needed for additional 

pfmitentiary staff and other fonns of programming, 

While we provide a very valuable service to the North Dakota State Peniteutiary, it's no 

secret that RRI has at times been a focal point before the legislature for what some North 

1 
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Dukotn businesses perceive us tx,{ng untulr competition. This wus never more uppurcnt 

thun during the 1993 lcglslutlvc session. During thul session, muny North Dukotu 

buslnos.ios Joined forces ln un uttcmpt to curtull our presence In un nlrcn• jy restricted 

market. Bused on the testimony provi<lml by scvcrnl business lenders it hccnmc very 

dear to me thut their perception of how wo operate wns lnuccurntc und bused on 

mlsconcoptlons. Nevertheless, It served usu wnkc up cull to not only cducutc the puhlic 

of whut, why und how we opcrutc. hut lt nlso served us n warning thut the privutc sector 

wus not going to tolcrntc our continued growth without somc clmngc:,; ~ing made. 

Looking back, thut session proved to ~ one of the best things to huve ever huppcncd to 

RRI. It forced us to develop n dinloguc with busim·ss, un<l it forced business to tukc u 

closer look at our opcrntlons. We stnrtcd talking lo cncb other ncross the tublc lnstcat! of' 

frc m behind n lectern. We asked business leaders to visit our operations to sec if there 

were arcus where we could work together. We did lndt•cd find common grounds und 

ways to work together. Some of the businesses who opposed us during the 1993 session 

have since become customers of ours. As a matter of fact, in the past two and a half 

years, RRI has done business with over 70 North Dakota private sector businesses, 

reaching sales of 1. 7 million dollars and providing work for an additional 50-60 inmates, 

Unfortunately, that is not enough. As the penitentiary population continues to grow, so 

too does the need to find more work for inmates. This brings us to the heart of the matter 

of !IB 1127. The Pdson Industries Enhancement Certification Program (more commonly 

referred to as PIE) presents the best opportunity to provide meaningful work to inmatr,s 

2 
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without stepping on the toes of'North l)ukotu private sector business. This progrnm 

enables us to be un usset to tho business community rather tlum nn udvcrsary. In order for 

us to continue working in this dlrcctk,n, we must rcmnln compliant with the ccrtiflcution 

requirement to provide workers comp,msutlon covorugo to lnmutcs who purticiputc in the 

progrnm. 

Wo nrc currently working with three North Dukotn businesses in the PIE progrnm, The 

companies urc Accclcrution Products, f nc. und Olobnl Electric Motors, Inc. both of 

Fargo, nnd Souring Euglc Outerwear of Minot. All three of these compunics huvc needs 

for cut and sew products, and they hnvc ull cxpcrlcnc~d frustrntions trying to find 

somcom, In North Dukotu to provide tbr their needs, By working together, these 

compunics gave us much needed inmute jobs, while we in tlll'n provided them with their 

product needs. For the first eighteen months of operations ending December 31, 2000, 

we have provided jobs for 40 inmates and have generated $632,015 in sales. From these 

revenues inmates have been paid u total of $310,193. From these inmate earnings the 

following deductions have been made: 

Victims Compensation: 

Federal Income Tax: 

ND State Income Tax: 

Fines, Restitution and 

Child support: 

Institutional Costs: 

$20,249 

$30,532 

$ 4,?,74 

$ 18,883 

$162,756 

3 
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Jrn~tltutlonul ,~ostli muy uppcur to be excessive or out of' llnc wllh other deductions, hut 

ono of the Intentions of th<J PIE program is to mukc the inmutcs contrlbuh, to their own 

cost of lncurccrution, Tho lnstitutlonnl costs uro currently rctuincd by RRI to help dcfrny 

tho cost of stnrtup for tho Jnmcstown opcrutlon. As with nny new stnrtup business, It 

often tukcs sovcrul ycurs to l~como profltublc nnd flnnnclully stublc. Once this is 

uchlcvcd, our hope would be to use the deductions to help defray the cost of incnr~crntlon 

Jn tho form of room und bourd. But for now, It mukcs sense to let the inmntes who 

benefit from this prngrnm shurc in the rcsponslhility of building the business. 

Although the sunset cluusc docs not take cffoct until 2003, the business partners we urc 

currently working with, an<l bLwincsscs thut hnvc expressed nn interest to work with us, 

must be Informed that this luw exists, They must also be informed thnt unless this clnus~ 

is repealed, we would hnvc to discontinue our business arrangement cffoctivc June 30, 

2003. The closer we get to 2003, this becomes a greater negotiating obstuclc. 

In closing, you told us in 1993 that things must chunge with the way Rough Rider 

Industries does business. In 1997 you gave us the tools we needed to form pnrtncrships 

by authorizing workers compensation coverage to inmates. We have worked hard to gnin 

your trust and support by reaching out to private sector business to grow through them -

not around them. Accordingly, I ask that you support HB 1) 27 and allow us to move 

forward in meeting our goals together with North Dakota business . 

4 



F lfty .. seventh 
Legislative Assembly 
of North Dakota 

House BIii No, 1127 
Before the House Industry, Buslnsss, and Labor Committee 

North Dakota Workers Compensation Testimony 
January 24, 2001 

Mr. ChAlrman, Members of the Committee: 

My name Is Julie Leer. I am General Counsel for North Dakota Workers Compensation 

and I am here to testify In support of 2001 House BIii No. 1127. The Workers 

Compensation Board of Directors supports this bill. 

In 1997, the Legislative Assembly creF.lted modified workers 1 compensation coverage for 

the prison Industries of Roughrlder Industries. North Dakota Workers Compensation 

(NDWC) essentially became a third-party administrator for this program, all of the costs 

, >f which are borne by the Department of Corrections. The expiration date was added 

as a safeguard because of the uncertainties surrounding this coverage, 

The program seems to be working as Intended and NDWC remains Insulated from 

Incurring any costs associated with this coverage. With those safeguards remaining In 

place, NDWC supports the rJmoval of the expiration date for the modified workers 1 

compensation coverage for Roughrider Industries' prison Industries programs. NDWC 

requests your favorable consideration of this bill. Thank you, 1111 be happy to answer 

your questions. 
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FISCAL NOTE 
Requested by Legfslattve CouncU 

12/18/2000 

Bill/Resolution No.: HB 1127 
Amendment to: 
1 A. StQte nscnl effect: Identify the state flscaJ effect cmd the fiscal e/fec:1 011 agenc:v appropria:t011s 
comvared to fiuulin2 levels and avvronriatio11s antic/Dated under current law. 

1999 .. 2001 Biennium 2001-2003 Blennfum 
..,,i,'"'"'"""_._. .. 

2003-2005 Bhmnlum 
General Other General Other Gcnernl Other 

Fund Funds Fund Funds Fund Funds 
Revenues 
Exoeodltures 
Appropriations 

1 B. County, city, and school dis tr Jct fiscal effect: Identify 1he fiscal effect on the appropriate political 
subdivision ' 

1999-2001 Biennium I 2001-2003 BlenMl■m ]C 2003-2005 Biennium 

Co11ntfes Cities School 1 Co9EJ School Countfe~ Cities School 
Districts Districts Districts 

2, Narrative: Identify the aspects of the measure which cause fiscal Impact and inc/11cle any comments 
relevant to your analysis, 

NORTH DAKOTA WORKERS COMPENSATION 
2001 LEGISLATION 
SUMMARY OF ACTUARlAL INFORMATION 

BILL DESCRIPTION: Inmate CoverngJ-Remove Expiration Date 

BILL NO: HB 1127 

SUMMARY OF ACTUARIAL Il~ORMATION: North Dakota Workers Compensation, together with 
its actuary, Gierut Evans of Pacific Actuarial Consultants, has reviewed the legislation proposed in this 
bill in confonnance with Section 54-03-25 of the North Dakota Century Code, 

The proposed legislation repeals the expiration datr. relating to workers' compensation coverage for 
inmates engaged in work programs through wughrider industries. 

FISCAL IMP ACT: Anticipate no change to exi~:ting rate and reserve levels. 

DATE: December 27, 2000 

http://nodak04.state.nd.us/ndlc/1rfootes.nsf7FNWebPrint/F3C540FEO l 9FBE2986256987003C~... 1 /4/0 t 
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3, StAte nac:111 effect detalh For lnform,;tion slruwn under slate fiscal ef(e,:t III I A. ph!"sf!: 
A, Revenues: Explain the revemw amounts, Provide detail, when approprlmc, for CLJch re\•e,I111,11ytu' 
and fund qffected and any amounts included in the e.Yeculive budget. 

B, Expenditures: Elplain the e.'(pemliture amounts. Provide cletai/, when appropriate!, for ead, ag,111cy, 
line iwm, cuul {lmd <~ffected and the number of FTE positions affected. 

C, Appropriations: E:tplain the appropriation amounts. Provide detail, when appropriute, of thl! ejfec.·t 
on the biennial appropriation/or each agency and fund affected and any amounts Included In the 
executive budget. Indicate the relationship between the amo1mts shown/or expenditw·es mu/ 
appropriations. 

-. 
Nnme: Paul R. Kramer Agency: North Dakota Workers . 

Compensation .... 
Phone Numbe,·: 328-3856 Date 01/04/200) 

Prepared: 
~ 



Fi ny-scvcnth 
Lcgislntlvc Assembly 
Of North Dakota 

lhH1sc Bill No, 1127 
I louse l11dustry, Business, und Labor Committcl.! 

Rcprl.!scntativc Riek Berg, Chairman 
January 24. 200 I 

Mr. Clrnirman, members of the Houso Industry, Business, und Labor Com111ittcc: 

My nnmo is K1.~11 Sorcnso11, Assistant Attonwy t,cncrnl, and I illll presenting this 

testimony on bclrnlf of (lw North Dakota lkpartme11t of< 'orreetions and Rdwbililnlion 's 

Prison Industries Department, r• ough Ridur Industries, 

ln I 997, the Legislative Assembly approved a 1110di lied progrnm of worh·rn 

compcnsution coverage for inmates employed at Rough Rider I ndustrics. Following the 

pnssagc of this act, tho United States Department or Justice, through its Hmca11 or Justice 
I ' 

Assistance, certified Rough Rider Industries us eligible to parlicipatc in the Prison 

Industries Enhancement Ccrtif1cation Program (PIECP), PIECP exists by virtue of a 

) 979 nmcndmcnt to a fr:dcrnl law, the Ashurst-Sumners Act. 18 United Stntcs Code 

Section 1761, which previous to the amendment prohibited the ma11uracturc and 

marketing of priso1H1mdc goods in interstate commerce, subject to certain exceptions, 

The Ashurst~Snmncrs Act was a 1935 federal response to unrcg, tinted inmate 

labor and perceived unfair competition, Following a major prison riot in Pontiac, 

Illinois, in 1978, the Congress, recognizing that one of the principal problems leading to 

the riot was inmate idleness, amended the Ashurst-Sumners Act in 1979 to allow the 

manufacture and marketing of prison made goods in interstate commerce, provided that 

the prison industries program could comply with statutory certification requirements and 



sufcguards thnt ussurc lhut prison industries will nnl c11gagc in unlilir ('OllljH:litio11 with 

privut<.J sc:ctor husinc:ss m1d labor. To J'urtlwr ussurc that prison i11dustril's do llllt c11gagl' 

in unfair c.:ompotition, tlw Congress has limited the n\11nbcr or ccrtifkHlcs that may hl' 

iHsuccl to not moro tlrnn 50 non-fcdcrnl prison work projl!cts. 

Mundntory requirements to rnccivc Hild maintuin certification indudc: I) 

purticiputing prison Jndu 11trics must puy wages that Hro compurnblc for similur work in the 

locality; 2) participnting prison industries must consult with local union organizations and 

business; 3) participilling prison industries must cn8urc that there will not hL' 

displnccmcnt of' employed workers or that prison industries employment wi II not be 

upplicd in skills, crnHs, or trndcs in which there is a Hllrplus of available gainltll labor i11 

tho locnlity; und 4) the participating prison industries must provide workers rompensutin11 

covcrugo to inmates thnt docs not hnvc to he sn111c, but is comparable, to coverage 

available to privnt,.: se~tor employees. 

The 1979 amendments to the Ashurst~Sumncrs Act also provides for vanous 

deductions, such ns taxes, child support, restitution, nnd for contribution to a Crime 

Victims Compensation Fund. 

The pl'Ovisicn of workers compcnsatio11 covcrngc was one of the mandatory 

requirements Rough Rider had to meet under the 1979 amendments to the Ashurst~ 

Sumners Act, before it could apply for PIECP certification. 

In 1997, the Legislative Assembly approved a modified program of workers 

compensation coverage for inmates at Rough Rider lndu~tries. The modified program is 

found at chapter 65-06.2 of the North Dakota Century Code. 

Key provisions of the modified workers compensation program arc as follows: 

2 



n. 

b, 

c. 

d. 

The Workorn C'o111pons11tion Bureau is lhc 111ndilicd progrn111 

udministralor. The Bun.·au, working togctli1.•r w111t lhL' !{isl-. 

Mi11H1gc111c11t I >ivision of tlw Oflkc of Ma11ag1.•111c111 a11d Hudµct 

nml tho Dcparl111c11t or Corrections und Rchahili111tion, dcv1.ilopcd 

udministrutivo rules und foe schedules to provide for cla:rnilicatio11, 

pnymont of clnims charges aguinst the classitication, pay11w11t or 

cluims charges, excess covuragc or n.:111s11rn11cc, und 

rcimhursnmcnt l'or claim bcnclit costs, allocated adjustnient costs, 

and ndministrntivc 1JXpc11scs, including the cxpcnsc or issuing thi: 

coverage. 

The Workers Compcnsalion Fund ..Im·~: not actually pay for .i11y 

inmate claims. The inmate still must file a claim with the Bun:au, 

nnd the Bureau will administer the claim, but the North Dakota 

State Pcnitcnliary is responsible for the uctual medical costs. 

If the inmate were to suffcl' a cli8abling injury, the inmate would 

nut be cnti1.lcd to any disability lwnctits while incan:crntcd. This is 

110 different than for any other injured worker. If there wi:rc a11y 

penmuwnt partial impainncnt, payment would only be made alter 

the inmate is released from incarceration. 

If, as a result of the injury, the inmate may need vocational 

retraining while incarcerated, the penitentiary, with the assistance 

of the Workers Compensation Bureau, may provide vocational 
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c. 

rchabilit11tio11 1-wrviccs 10 lh1.: inmnlc in ord<.!r to 111i11i111i1.c a11y 

polm11lal disability p\.·riod al'lcr n.·h:asc l'n1111 inrnn.'cralion. 

Any modilfod workers co1111H.msalio11 progrnm rosts i11 1..',\c1..·ss of' 

medicul expenses and premium arc covered through cXl:1.'ss and 

reinsurance coverage thrnugh the lth;k Management Division uf 

the Office of Management ond Budget. 

Al1cr thu 1997 Legislative At;scmbly enacting lcgislntion for a 1nmlilkd program 

of workers compcmrntion et'Vcrnge for irnnates, Rot1gll Rider lnduslries bcga11 thl.! 

upplicalion process for a ci.:rtiticate under tlw PJECP program. The Hml.!all or Justk1..• 

Assistance reviewed the application and in I 991, it isnwd a ccrti lkalc lo Ruugh Rider 

Industries, 

There has only been one prison industries inmate w_ork-relalcd injury since the 

program of modified workers compensation coverage was first implc111l.!1lled. The inju1; 

occurred when nn innrntc dropped u table on his foot. The totHI nwdical costs weru under 

$400.00, the inmate had an uneventful recovery and he was able lo return to work. The 

Penitentiary covered the eosts. 

The Bureau of Justice Assistance has uuditcd the Rough Rider Industries Pl FCP 

program since it first certified the program and determined that Rough Rider hns 

maintained compliance with the mandatory requirements since certification. 

The sunset clause, while not effective until the year 2003, will cffoctivcly negate 

Rough Rider's certificate. For that reason, the North Dakota Department of Corrections 

and Rehabilitation and Rough Rider Indus(rics requests that tlic sunset provisions be 

repealed. 
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FI tty-seventh 
Legislative Assembly 
of North Dakota 

House BIii No, 1127 
Before the Senate Industry, Business, and Labor Committee 

North Dakota Workers Compensation Testimony 
February 14, 2001 

Mr. Chairman, Members of the Committee: 

My name Is Julie Leer, I am General Counsel for North Dakota Work0rs Compensation 

and I am here to testify In support of 2001 House BIii No. 1127. The Workers 

Compensation Board of Directors supports this bill. 

In 1997, the Legislative Assembly created modified workers' compensation coverage for 

the prison Industries of Roughrlder Industries. North Dakota Workers Compensation 

(NDWC) essentially t.acame a third-party administrator for t~ls program, all of the costs 

of which are borne by the Qijpartment of Corrections. The expiration date was added 

as a safeguard because of the uncertainties surrounding this covernge. 

The program seems to be working as Intended and NDWC remains Insulated from 

lncLArrlng any costs associated with this coverage, With thosf3 safeguards remaining In 

place, NDWC supports t~removal of the expiration date for the rnodlfled workers' 

compensation coverage for Roughrider Industries' prison Industries programs. NDWC 

requests your favoraule consideration of this bill. Thank you, rll be happy to answer 

your questions. 



Pagt.! I of 2 

FISCAL NOTE 
Requested by LegfslaUve Council 

12/18/2000 

Bill/R,Jsolution No.: HB 1127 
Amond1mmt to: 
I A. Stute t1scul effect: lc"md/y the swte jlscal effect"'"' the fiscal elfi'c:t 011 age11,'.\' (lf.'/'ropr1,lfw11s 

d I <'Onlf)(lrec/ lo fi111di11'l levels mu/ ,moroprlations antic/t)(l/e unc er current la11·. 
·•~ --·-- ·=---- = 

1999-200 I Biennium 2001 .. 2003 Biennium 200.3-2005 Blcnnlun 

General J"' Other 
-·~ [-General Other Gcncrul Othi•r 

Fund Fun<ls Fund Funds Fund Funds 
~ -·-

Re,•,-~uues ' --Expenditures --
Appropriutlons --
I B. County, city, and school dlstrtct tlscul effect: Identify the fiscal effect on the appropriate pr;/irical 
subdivision. 
_ 1999-2001 Bleonlu:==71 2001 .. 2003 Biennium ~]( 2003-2005 BJenr~U'E.___] 

c~untlejE rsc~~;1:1r~untles ,~ S(bool f::ountles EJ School 
Dlst"~cts Districts Districts -·---- - - -"••H• 

2. Nnrrntive~ Identify the aspects of the measure which cause fiscal impact and i11clucle mry comments 
relevant to your ana~vsis. 

NORTH DAKOTA WORKERS COMPENSATION 
2001 LEGISLATION 
SUMMARY OF ACTUARIAL fNFORMATION 

BILL DESCRIPTION: [nmate Coverage·-Remove Expiration Date 

BILL NO: HB 1127 

SUMMARY OF ACTUARIAL INFORMATION: North Dr ... 1<0ta Workers Compensation, together with 
its actuary, Glenn Evans of Pacific Actuarial Commltants, has reviewed the legislation proposed in this 
bill in confom1nnce with Section 54-03 .. 25 of the North Dakota Century Code. 

The proposed legislation repeals the expiration date relating to workers1 compe11sation coverage for 
inmates engaged in work programs through roughrider industries. 

FISCAL IMPACT: Anticipate no change to e:'\isting rate and reserve levels, 

DATE: December 27, 2000 

http://nodak04.state.nd.us/ndlc/lrfnotes.nsti'FNWebPrint/F3C540FEO l 9FBE2986256987003C~... I /4/0 I 
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3. State fiscal effect detall: For information shown under state fiscal ejfect in I A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when approprfrue, for each revenue (vpe 
andfund affected and any amounts incl1Jded in the executive budget. 

B. Expenditures: Explain the e.tpenditure amounts. Provide detail, when appropriate, for each age11c:v, 
line item, andfimd ajfected and the number oj'FTE positions affected. 

C. Appropriations: Explain the appropriation amounls, Provide detail, when appropriate, of the effect 
on the biennial appropriation/or each agency cmdfimd affected and any amounts included in the 
e:recutive budget. Indicate the relationship between the ammmts shown for expenditures and 
appropriations. 

!Name: 
. -

!Phone Number: 

ltaul R. Kramer 

][328-3856 

' -

!!Agency: l North Dalrnta Workers 
Co~pensat1on 

jDate r'./04/2001 
: Prepared: 

http://nodak04.stnte.nd.us/ndlc/lrfnotes.nsf/FNWebPrint/F3C540FEO 19FBE29862569B 7003C~... 1/4/01 
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Flfty~seventh 
Legislative Assembly 
Of North Dakota 

House Bill No. 1127 
Senate Industry, Business, and Labor Committee 

Senator Duane Mutch, Chairman 
February 14, 2001 

Mr. Chairman, membors of the Senate Industry, Business, and Labor Committee: 

My name Is Ken Sorenson, Assistant Attorney General, and I am 

presenting this testimony on behalf of the North Dakota Department of 

Corrections and Rehabilitation's Prison Industries Department, Rough Rider 

Industries. 

In 1997, the Legislative Assembly approved a modified program of 

workers compensation coverage for inmates employed at Rough Rider 

· Industries. Following the passage of this act, the United States Department of 

Justice, through Its Bureau of Justice Assistance, certified Rough Rider 

Industries as eligible to participate In the Prison Industries Enhancement 

Certification Program (PIECP). PIECP exists by virtue of a 1979 amendment to 

a federal law, the Ashurst-Sumners Act, 18 United States Code Section 1761, 

which previous to the amendment prohibited the manufacture and marketing of 

prlson .. made goods In Interstate commerce, subject to certain exceptions. 

The Ashurst-Sumners Act was a 1935 federal respr,nse to unregulated 

Inmate labor and perceived un<(1lr competition. Following a major prison riot In 

Pontiac, Illinois, In 1978, the Congress, recognizing that one of the principal 

problems teadh1g to the riot was Inmate Idleness, amended the Ashurst-Sumners 
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Act In 1979 to allow the manufacture and marketing of prison made goods in 

interstate commerce, provided that the prison Industries program could comply 

with statutory certification requirements and safeguards that assure that prison 

Industries will not engage In unfair competition with private sector business and 

labor. To further assure that prison industries do not engage in unfair 

competition, the Congress has limited the number of certificates that may be 

Issued to not more than 50 non-federal prison work projects. 

Mandatory requirements to receive and maintain certification Include: 1) 

participating prison Industries must pay wages that are comparable for similar 

work In the locality; 2) participating prison industries must consult with local union 

organizations and business; 3) participating prison Industries must ensure that 

there will not be displacement of employed workers or that prison industries 

employment wlll not be applied In skills, crafts, or trades In which there is a 

surplus of available gainful labor In the locality; and 4) the participating prison 

Industries must provide workers compensation coverage to inmates that does not 

have to be same, but Is comparable, to coverage available to private sector 

employees, 

The 1979 amendments to the Ashurst-Sumners Act also provides for 

various deductions, such as taxes, child support, restitution, and for contribution 

to a Crime Victims Compensation Fund, 

The provision of workers compensation coverage was one of the 

mandatory requirements Rough Rider had to meet under the 1 P79 amendments 

to the Ashurst-Sumners Act, before It could apply for PIECP certification. 
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In 1997, the Legislative Assembly approved a modified program of 

workers compensation coverage for inmates at Rough Rider Industries. The 

modified program is found at chapter 65-06.2 of the North Dakota Century Code. 

Key provisions of the modified workers compensation program are as 

follows: 

a. The Workers Compensation BureHu Is tho modified program 

administrator. The Bureau, working together with the Risk 

Management Division of the Office of Management and 

Audget and the Department of Corrections and 

Rehabilltatlon, developed administrative rules and fee 

schedules to provide for classification, payment of dalms 

charges against the classification, payment of claims 

charges, excess coverage or reinsurance, and 

reimbursement for claim benefit costs, allocated adjustment 

costs, and administrative expenses, Including the expense of 

Issuing the coverage. 

b, The Workers Compensation Fund does not actually pay for 

any Inmate claims. The Inmate still must file a claim with the 

Bureau. and the Bureau will administer the claim, but the 

North Dakota State Penitentiary Is responsible for the actual 

medical costs. 

c. If the Inmate were to suffer a dlsabllng Injury, the Inmate 

would not be entitled to any dlsablllty benefits while 
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Incarcerated. This is no different than for any other Injured 

worker. If there were any permanent partial impairment, 

payment would only be made after the inmate is released 

from Incarceration. 

d. If, as a result of the Injury, the inmate may need vocational 

retraining while Incarcerated, the penitentiary, with the 

assistance of the Workers Compensation Bureau, may 

provide vocational rehabilitation services to the inmate in 

order to minimize any potential disablllty period after release 

from Incarceration. 

e. Any modified workers compensation program costs In 

excess of medical expenses and premium ore covered 

through excess and reinsurance coverage through the Risk 

Management Division of the Office of Management and 

Budget. 

After the 1997 Legislative Assembly enacting legislation for a modified 

program of workers compensation coverage for Inmates, Rough Rider Industries 

began the application proces, for a certificate under the PIECP program. The 

Bureau of Justice Assistance reviewed the appllcatlon and In 1991 1 It Issued a 

certificate to Rough Rider Industries. 

There has only bean one prison Industries Inmate work .. related ln}ury since 

the program of modlfJGd workers compensation coverage was first Implemented. 

The Injury occurred when an Inmate dropped a table on his foot. The total 
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medical costs were under $400.00, the Inmate had an uneventful recovery and 

he was able to return to work. The Penitentiary covered the costs. 

The Bureau of Justice Assistance has audited the Rough Rider Industries 

PIECP program since It first certified the program and determined that Rough 

Rider has maintained compliance with the mandatory requirements since 

certification. 

The sunset clause, while not effective untll the year 2003, will effectively 

negate Rough Rider's certificate. For that reason, the North Dakota Depa11ment 

of Corrections and Ri:.:;habllltation and Rough Rider Industries requests that the 

sunfiet provisions be repealed. 
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TESTIMONY ON HBl 127 
SENATE INDUSTRY, BUSINESS AND LABOR COMMlifEE 

SENATOR DUANE MUTCH, CHAIRMAN 
FEBRUARY t 4, 2001 

Mr. Chairman, members of the Senate Industry, Business, and Labor Committee: 

My name is Dennis Fracusgi. ( am the Director of Rough Rider Industries. I'd like to 

provide you with a brief <>Verview of our opcratk•ns and talk about out· efforts to build 

positive relationships wi•.h the private sector in hopes of your support for HB 1127. 

Rough Rider Industries is the industrial work pmgram for the ND State Penitentiary. 

Although we arc a state agency, we do not operate using general fund dollars. Alt 

salaries, operating expenses, equipment and capital improvements are thndcd through 

setf .. generatcd revenues from the sale of products and services we provide to eligible 

r.ustomers. We currently huve over t 60 irtmates working for us each day. This hus u 

huge impact on maintaining peace and order within the prison cell houses. rt gives 

inmates f\O outlet to release energy and frustration nnd simultaneously allows them to 

provide for their own livelihood while incarcerated, It also saves North Dakota taxpayers 

several hundred thousand dollars each year that would otherwise be needed for additionnl 

penitentiary staff and other forms of programming. 

While we provide n very valuable service to the North Dakota State Penitentiary, it's no 

secret that RRI has at times been a focal point before the legislature for what sorn~ North 
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Dakota businesses perceive as being unfair competition. Thh was never more uppurcnt 

than during the 1993 legislative session. During that session, many North Dakota 

businesses joined forces in an attempt to curtail our presence in an already restricted 

market. Based on the testimony provided by several business leaders it became very 

clear to me that their perception of how we operate was inaccurate and based on 

misconceptions. Neverthcle~~s, it served as u wake up call to not only educate the public 

of what, why and how we operate, but it also served us a warning that the private sector 

was not going to tolerate our continued growth without some changes being made. 

Looking back, that session proved to be one of the best things to have ever happened to 

RRI. It forced us to develop a dialogue with business, and it forced business to tukc a 

closet· look at our operatiol"IS. We started talking to each other across the table instead of 

from behind a lectern. We ui,kcd business lenders to vh;it our operations to sec if there 

were ureas where we could work together. We did indeed find common grounds and 

ways to work together, Some of the businesse8 who opposl.!d us during the 1993 session 

have since become customers of ours. As a matter offoct, in the past two and n hulf 

years, RRI has done business with over 70 North Dakota private sector businesses, 

reaching sales oft. 7 million dollars and providing work for an additional SQ .. 60 inmates. 

Unfortunately, that is not enough, As the penitentiary population continues to grow, so 

too does the need to find more ·work for inmates, This brings us to the heart of the matter 

ofHBt 127. The Prison Industries Enhanceme·nt Certification Program (more commonly 

referred to as PIE) presents the best opportunity to provide meaningful work to inmates 
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without stepping on the toes of North Dakota private sector business. This program 

enables us to be an asset to the business community rather than an adversary. In order for 

us to continue working in this direction, we must remain compliant with the certification 

requirement to provide workers compensation coverage to inmates who participate in the 

program. 

We are currently working with three North Dakota businesses in the PIE program. The 

companies are Acceleration Products, Inc. and Global Electric Motors, Inc. both of 

Fargo, and Soaring Eagle Outerwear of Minot. All three of these companies hrtvc needs 

for cut and sew products, and they have all experienced frustrations trying to find 

someone in North Dakota to provide for their needs. By working together, these 

companies gave us much needed inmate jobs, while we in turn provided them with their 

product needs. F<>r the first eighteen months of operations ending December 31, 2000, 

we have provided jobs for 40 inmates und have generated $632,015 in sales, From these 

revenues inmates have been paid a total of $310, l 93. From these inmate earnings the 

following deductions have been made: 

Victims Compensation: 

Federal Income Tax: 

ND State Income Tax

Fines. Restitution and 

Child support: 

Institutional Costs: 

$20,249 

$ 30,532 

$ 4,274 

$ 18,883 

$162,756 
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Institutional costs may appear to be excessive or out of line with other deductions, but 

one oft he intcntio.tts of the PIE program is to make the inmates contribute to their own 

cost of incarccrution. The institutional costs me currently retained by RRJ to help defray 

the cost of startup for the Jamestown operation. As ,.vith any new startup business, it 

often takes several years to become profitable and finnncinlly stahlc. Once this is 

achieved, our hope would be to use the deductions to help ucfray the cost of incarceration 

in the form of room and board. But for now, it makes sense to let the inmates who 

benefit from this program share in the responsibility of building the business. 

Although the sunset clause does not take effoct until 2003, the business partners we nrc 

currently working with, and businesses that have expressed an interest to work with us, 

must be informed that this law exists. They must also be informed that unless this clause 

is repealed, we would have to discontinue our business arrangement effective June 30, 

2003. The closer we get to 2003, this becomes a greater negotiating obstacle. 

In closing, you told us in 1993 that things must change with the way Rough Rider 

Industries does buslnens. In 1997 you gave us the tools we needed to form partnerships 

by authorizing workers compensation coverage to inmates. We have worked hard to gain 

your trust and support hy reAching out to private sector business to grow through them -

not around them, Accordingly, I ask that you support HB 1127 and allow us to move 

forward in meeting our goals together with North Dakota business . 
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