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2003 HOUSE STANDINO COMMITTEE MINUTES 
BILURESOLUTION NO. HB 1241 

House Education Commjttee 

□ Conference Conunittee 

Hearing Date February 4~ 2003 

~Nwnber_-t-__ S_id_e~A __ -+-__ S_id~e_B __ -+-_~M~~~«;.;...;.:_#_~ 
1 x 00-end 
1 X 00-2096 

Committee Clerk Si 

Minutes: Chafrman Kelsch opened HB 1241. There are two separate issues in this bill. The 

Legislators come forward and testify so that they can go back to their committee meetings. Then 

we will break it out so that we have discussion based on the University System and the k-12. 

Rep Wet Belter, Df~trlet 22, 

This is mush more complex then it appears, The issue at hand here is thAt in both k-12 and higher 

Ed, we need to come to some type of agreement so w~ do not have competition between our tax 

supported institutions and private enterprises, Yet we alSCl he.ve to keep in mind that there are 

some instances where private enterprises is not going to fulfill all needs. What you wiJJ 

ultimately find is that common sense of those who are involved in the food service is what is 

needed. The Legislature lay out some parameters, saying to private sector that we want you to 

participate and provide those seivices that you can provide. And have legislation that allows the 

state supported food services to provide those services that can not be provided by the private 

syster, We have two issues here, they both face the same problem. Ifthere is anything I can 

assist the committee with, please ask. 
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BUVResoluti('n Number HB 1241 

,,~ Hearing Date Febnwy 4, 2003 
1 

(300) Rep. Carlton, Dlttrlet 41, Soutb Farao 

On the Benefit of one of our constituents, the Oven Door. The issue on this goes baok to 1999, 

l .;eause John called me up and said l am loosing all my business, that I have built up over the 

past 9 years, to the Fargo Public School. What oan we do about it. So we got an Attomey 

General's opinion done and John will give you the history on that. The Fargo Public school 

stopped competing with the Oven Door in respects to serving meals to day cares. They used some 

office of the Federal Nutrition Act for Children. What they did was take away 60% of his 

business by underbidding all of his prices, that would be easy to do because you are buying 

commodities and you have subsidized equipment, electricity, and etc. But it hasn't been with out 

threat along the way, Fargo Public is sending out letters requesting another opl)()rtunity to bid. 

I told the Fargo Public School at a board n1eeting that this isn't a threat or a policy, we will 

develop legislation to protect private business. 

Rep. Eck.re, Dbtrlct 25, SM Attached Tetdmony with ■Dlendments. 

I hope that flexibility doesn't mean that we put private businesses out of business. We don't 

want the colleges to do reunions; weddings that can be done at other places. These are state 

buildings with state subsidies. Colleges do have a function, to teach. There has to be a fine line 

here somewhere. Please read the enclosed letter. 

R~p. Hunskor MSU Bottineau, the~, have an independent private contractor called the Marriott, 

which is the only full~service catering business in Bottineau. There is nowhere else to hold it, 

where would they go? 

Eckre: Under this bill they can do it, because there is nowhere else to go. 

\ Rep. Hunskor Is tr.ere a gray area here? 
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Bill/Resolution Number HB 124 t 
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Eekre: It comes down to common sense, I don't know if you can legislate common sense, There 

is always going to be gray aroa. 

Rep. Herbel Section 2, A,B.C,D are they covered under E. 

Ec.:krei I didn't want to spetJ it out, I just wanted to try to put something together to start on this. 

(1000-1900) John Carlson, Oven Door Caterina Bu,Jness, See Attaehtd Testimony 

Rep. Mueller Are here other business being affected like you are? 

Carlson: VIP Catering. Grainery, I don't know all of them. 

Rep. Sltte Senior Citizen Center's Meal on Wheels, by NDSU, do you know of any other'? 

Carlson: No I do not. No one will bid on the Meals on Wheels program. 

Rep. Meler What was the Fargo School's reason for not serving day care with less than 2S kids, 

Carlson: I don't know what the rationale was, but ifl were to speculate, it was because it is less 

possible to make a profit to deliver the meal I received a call for the business manager at the 

Fargo School wanting me to do just that, they take the larger~ and I the smaller. I did not agree, 

Rep. Herbel This would not affect Dickinson, Valley City, Jamestown, Mayville, and smaller 

communiti~ like that, correct? Carlson: I don't believe it would. 

Suzie White~ I have been In the hospitality business for over 30 years. 

What used to be a great state for a for .. proflt state, Today I have brought a bag of shoes' soles are 

thin from the many hours of hard work in this industry, I want you to take off your shoes today 

and walk in mine before you make a decision on this bill. I want you to really listen and be come 

aware what is happening to for-profit business persons in ND. And I'm not just talking about the 

hospitality industry either. Any one in our industry knows that your heart hac; to be in service to 

people in order to stuy afloat. And over tho years, for-profits of industry, motel lounges have 
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decreased dramatically. I would love to blame the influx of big out-of•state chains, but that is 

small comparison to the nonprofit state and federal subsidized organizations that are serving 

against us and are allowed to compete illegally and legally. 

1) The nonprofit clubs that allow anyone in their clubs, like the for-profit does, and they f n tum 

allowed are allowed to operate as a charitable gamin~ site. Keeping 50% of the profits to offset 

their expenses, And to pay for their labor that is not volunteer, and for remodeling and utility 

costs. The senior centers around the state that are now catering and they are leasing rental space 

and serving thousands of meals which by law are to be served from a local restaurant when 

possible before building or funding centers. As not to jeopardize for-profit business. The rents 

that they colloot are called donations, when I collect rent I have to pay tax on it. 

~, 2) We compete against schools and local fund groups and local churches, and every sooial 

nonprofit organization there is on a daily basis, These groups do not pay insurance for food 

poisoning and are not forced to follow state health food codes, and do not pay\ axes on their 

labor. And now for the pat several years, schools and higher Ed have become competitive to the 

point of embamssment. If you want to have food catered or to book convention, meeting room, 

wedding or family reunion. Call a college club or school, a for-profit business does not stand a 

chance in competing, University of Mary's high tech meeting rooms will make the bel!lt 

convention center in Bismarok look meager. I could bore you with stories ahout Universities 

competing. And I mean competing for what we go into business for to serve and caier food, not 

to educate people. I'm starting to wonder if they know what there mission is. 

Rep. Mueller Are you suggesting we go beyond educational institutions and address that? 
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Wb!tea I was just tryins to let you know that this is just another freighting area for us. We have 

talked many times and how to address these issues, what is fair. But when nonprofit 

organizations are out competing and selling themselves and advertising to take away our 

business, I flud that to be difficult to compete with, 

Patty Lewis, Botpltallty A11oelatlon 

This is a huge issue for us this session, for the reasons that already have been addressed by 

previous speakers, I would like to share with you one other story, one of our board members in 

Minot shared with us that Minot State Universitw; advertises their huge, new banquet rooms rates 

against the Holiday Inn, That is just another example of how this is encompassing UB and how 

we have to compete. 

Rep. Hu;on In :Minot do they lea.,e out their facilities or do they allow a catering service to 

come in? Lewis: It is my understanding they are doing the whole thing. 

Chalrmlm Kelsch are they actually providing the food as wetl Lewis: Yes 

Rep GroH, District 42, NW Grand Forktt Sei, Attached Testimony 

Rep. Wllllams Flexibility, In you own mind how do you rationalize going up against with 

private enterprise. 

Gros,: I believe we are in competition sometimes. If you take the state track meet for example: it 

is going to be held at the Memorial Stadium, in Grand Forks and the is University property and 

the concession stand that are used for our own functions are usoo for that. It is impossible for us 

to allow another vendor to use the facility. It would be just like the local hardware store, had 

another come into your store and set up shop. The controls are in pince so that you can't do it. 

) Rep. Williams In the amendment in section E, cover that very issue . 
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Grot1: In theory it does, but in other sections of the amendment I'm not so sure. 

Chairman Kelleh That was tho concern that I had, I hlve been to state events at UNO campus, I 

think that you are right if )'OU have to make all the calls first, that is a strain. 

Rep. Httrbel Obviously these people have concerns, and we need to come up some kind of an 

instrument that will protect those people and allow them to operate within the university or 

public schools to satisfy tho conditions that they can have their concession stands and operations 

directed towards student activities. How would you see us amending it so activities off campus or 

school ground to satisfy that conditions, 

Gros,: I don't See any possible wayJ What you are trying to do is legislate common sense. We 

have talked a lot about concessions, but there are a lot of other food service operations. 

Rep. SJtte how about any event sanctioning by NDHSAA, or some kind of rulema.king. You get 

together and come back with some amendments that will work. 

Rep. Mueller In your mind is there a maximum dollar amount that would fit in this scenario. 

Gross: I don't believe so, the Mtlals on Wheels nwnbers are very large, because it is daily. 

Rep. Mueller having lunoh with my son or daughter, could that be controlled by a $ amount. 

Chairman Kehch You could go eat at a private institutiiln directly on campus. 

Gross that is correct 

Rep. Sitte Advertising to host events, does UNO advertise 

Gross: UND doe.m't advertise to get business in. We did do the meals on wheel years ago. 

However we do need to market our institutional programs on school property to our students. 

Orlin Rossas, Director of Dining Services at the UND. 
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We are required to bo self-sustainin,. Thoy arc, requir J to cover all of their labor. food costs, 

equipment and plant improvement. Often if any surplus is left over, these moneys go back to the 

institution to upgrade or maintain the facilities of that institution, If these dollars are not 

generated, the institutions have to look to other places to find these dollars, the food service of 

UND doesn •t soli,1t business from non campus sources, But there are situations when we do 

provide service to nonaffiliated groups, such as concessions: looal regional and state athletic 

events and the powwows. many of the attendees to these events are potential students to UNO. 

And UND uses these events to recruit, Showcase the food service department si also crucial to 

the recruitment process. Occasionally we have been asked to provide food service to community 

groups, Let me stress again that we did not actively soHoit this type of business. We have been 

approached by the community after they have exhausted an other resources to find a source to 

as,9ist them, We feel that this is a vital relationship between the university and the community . 

Rep. Bu• Whot is the structural setup at UNO~ Is it contracted by a vendor? 

Rosso: No it is not, we are self-operated by state employeest generating our own revenues. 

Rep. WHHamt Have you seen the amendments? 

Rot1u: yes? 

Chairman Kel1cb Did you do the food service for the grand opening of the Englestad arena 

Rossasl No that is either operated by the corporation or contrauted out to a local business. 

Prakash Mathew9 Dean of Student Life at NDSU, See Attached Testimony 

Rep. Herbel You indicated that you do th,., Senior's Meals on Wheels Program?Matbew: yes 

R4'p. Herbel Do you have other people that bid for that? 

Mathew: To the best of my knowledge, for the past 31 years no one has placed a bid for that. 
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Rep. Herbel Youc catering service would be uversely affected by loosing that SOO~ but at the 

same time you do have an advantage in your biddln& you don't have to pay for heat and tights, or 

do you pay extra for that 

Mathew: we pay for all the expenses, we are s,,lf .. supporting, The employees specifically hired 

to do that program 3 l /2 employees for that program. 

Rttp. Sltte Do you have to pay sal cs tax? 

Mathews When the director of the Memorial union got married she wanted to use the union, so 

she contracted with us and we charged wes tax on her event. 

ftlptape 

Mathew: We do not go out and solicit. 

Rep. Hanton Do you J>&Y rent for your facility? 

Mathew: The dining services pay rent to the Memorial Union. 

Brain Arett, E:1eeut1ve Dlr~tor of Fargo Senior Commlsslon, Ine .. See Attached Te .. tfmony 

Dr. John Richman, Vice President for ln■trucdon at NDSCS, See Attathed Tesdmony 

Rep. Jon Nelson Do you advertise? 

Richmond: We don't have an advertising program, we do have brochures on the tables at the 

university encouraging students to use the facility and the prices. We don't advertise for business 

outside of the College. The relationships that we have with our downtown business is very 

important to ua. We do not seek, we allow them to use the facilities when the functions arc large 

and no other facilUy can handle it. 

Rep. Mueller Do you allow off campus Pizza Huts to come on campus to serve at functions 

Richmond: If the group corning in is a sponsored activity,, 
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Booster club is using a local caterer, wr; are working on a relationship, they could spend less 

money and use the dining services they have chosen to use the caterer, 

Rep. Herbel How many times do you set complaints from the downtown business, 

(1300) Richmond: only one, the·,. ~ins from last year, 

(1416) Kathy Gnfpard. Dlreetor of Chllcl Nutrition and Food Dlltribudo• Prosr~ 

Department of Publte lnttruetfon, See Attached 1•e1t1mony 

(1715) Dhle Sebulu, Food Servtee Dlreetor fro Mandan Public Schoola and Legltlatlve 

Chair for the ND Sthool Food Service Association; See Attached Testimony 

(2114) closed hearing 

Afternoon the same day comtnittee work: 

Discussion on the hearing. 

Rep. Hus 1noved to accept the amendments, Rep. Hawken second the motion 

tape 2 

Passes with a voice vote 

Rep. e ... motioned a DO NOT PASS as amended, Rep. Meier seconded the motion. 

Vote 11-2-1. Rep. Haas to carry the bill. 
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Prepared by the Legfslatlve Councll staff for_,/ 4/03 
Representative Eckre c;>4, 

January 29, 2003 

ll>USI AMENDMENTS TO HOUSE BILL NO. 1241 IDU 2-05-03 

Page 1 , replace llnea 7 through 9 w,th: 

•1111t1tutiona of higher education • Catering evenf9 • Condltlona. 

1. An lnaUtution of higher education under the control of the state board may 
not cater an event, either on the campus or off the campus, If doing so 
would compete with for-profit or not-for-profit entities that are located within 
the same city aa the Institution and which are able and wlltlng to offer the 
neceaaary services. Before accepting a contract to oater an event, a 
representative of the lnsUtutlon shall contact the appropriate entities to 
determine their abHlty and wtlllngneas to provide the service. 

2, Notwithstanding the provisions of subsection 1, an Institution of higher 
education may oater an event either on the campus or off the campus 
provided the event Is: 

a. For persons who belong to an organization afflllated with the 
lnstltuHon: 

b. For persons who are enrolled In the lnstltutlom 

c. For persons who are employed by or at the Institution; 

d. For persons who are guests of the institution; or 

a. Held by or under the auspices of the Institution." 

Renumber accordingly 

Page No. 1 30384.0202 
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Rl!PORT OP STANDING COMMITI'II (410) 
Pebrua'y I, 2003 12:215 p.m. 

Module No: HR•22•170I 
Carrier: HaN 

lnwt LC: 30384.0202 Tltle: .0300 

REPORT OP STANDING COMMITTEI 
HI 1241: Education Committee (Rep. R. Ktlech, Chairman) recommends AMINDMINTS 

A8 FOLLOWS and when so amended, recommends DO NOT PASS (11 YEAS, 
2 NAYS, 1 ABSENT AND NOT VOTING). HB 1241 was placed on the Sl>Cth order on 
the calendar. 

Page 1, replace Hnee 7 through 9 with: 
11lndhltlone of higher Nuoatlon • Catering •venta • Conclltfona. 

1, An lnsfflution of hlaher education under the control of the state board may 
not oater an event, either on the campus or off the oampua, If doing so 
woufd compete with for-profit or not•for-profft entities that are located 
within the same otty as the Institution and Which are able and wtlllng to 
offer the nece888ry servfces. Before accepting a contract to cater an 
event, a representative of the lnstttutton ahaH contact the appropriate 
entitles to determine their ability and willingness to provide the aervlce. 

2. Notwithstanding the provisions of subsection 1, an Institution of higher 
education may oater an event either on the campus or off the campus 
provided the event Is: 

a. For persons who belong to an organization affiliated with the 
Institution: 

b. For persons who are enrolled In the Institution: 

c. For persons who are employed by or at the Institution; 

d. For persons who are guests of the insfflution; or 

e. Held by or under the auspices ot the Institution.• 

Renumber accord!~ 
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M•Pr•••ntatlv• Bruce lckr• 
1300 No~th 7th ltre•t 
W1hpeton ND 58C.15 

January 22, 2003 

D•ar M•pre■entativ• lckre, 

•• write r•garding Hou■• Bill t 12•1• Thi• bltl, •• we und•r•tand 
it, proht~ite •t•t• tnabitutiona of higher le~rning tro■ p~oviding •••1• and food ••rvic•• to per■ona or progra■■ not affiliated with 
the lnatttution. No allowed eoapetition with local food ••rvlc• 
b1a•in~••••• 

' 
A• lfahpaton bu•in••• people•• 'beli•v• <lir•ot oo•P•t1tion "ith 
Horth Dakoba stat• College of sci•nce, or any coll•o•, 1• tor both 
the bu•in••• di1trict and th• college unhealthy. Bualn••••• ar■•t• 
local tax b••••• ar• college ■upport•r• through gift,, •cho1ar1bip1, 
and ■tudent tultlone, 1nd provide local vanue■ tor young ■cholara to 
hOfte cl•••eooOII •kill•• A partn•rah:lp for aducation and buain•••• 
Not• oo•pati~ionl 

•~•ift••• l• in buainaaa to provide a high atandard of aerviaa■ and 
prod~c\■• How •1•• can we etay ln bu1in•••? We pay wagee, aal•• 
tax••• property tagw•, lican■ ing faea, and purah••• au,pli••• All 
1oca11y. Thia 1• good for the co-unity, and, for the aollega. 

With over !a. of Wahpeton•• prop•rty h•ld by non-prop•rty tax paying 
in•titutt~n• (NDSCS) and other organization■, the property owners 
remaining, private and buatne■a, carry the tax load. Food services 
provld•r• ~r• no lase engaged. 

A1readt, va•ra in a tonn of co•p•tition vith NDSCS' atudent cafate~i• 
••nlaea. Wahpeton•• tood ••rv!cea industry vi•wed with jaundiced •Y• 
Muses• rec•rtt venture into direct co•petition. With their facilitiea 
paid for and kept up with tax dollar•, hov could they not expect a howl 
tro• 1oaal food 1ervi0e provider• trom both 1tdoa ot. tho Hod Hiver? 

Whi1• it i• t~u• that NDSCS has dining room and kitchen fa0ilitiaa 
capable of hoatina lara• •~•nta, va aub~it their• ia not th• only place 
:ln tovra. Our lagl•• Club ha•• fine taoi1ity •~d it ia k•pt quit• bu•y 
and is NOT auppo~ted by tax dollar,. our "can do" deter~inat!on'to 
aeet cu■tour •xpeetationa con•i•tently haa prov•~ a very •ucce•atul 
formula. Wa offer a great product, outstanding service, affordable 
prtc••• and a vell maintained and attractive f•cility. Healthy co■pe• 
tition within the local food ••rvic• induetry 1• th• reaaon. W• each 
have tound what works ,nd have stayed with it. And, we tQmain compe­
titive locally aftd regionally becau•• •• think ot our■alve, as the 
"twin towns" ■ore than ju•t Wahpeton ND. 

Sp•clal requw1ts are on occasion made for a closed bar, non-••o1cinsr, 
•P•cial prt»artation•, •P•cial d•ooratln•, or ••t-up, to pleaae the 
pa,.ate, the eye or the breatb of the cu•tomer. These take special 
ettort and•• have ri••n to tach oc0a1ion. But, it•• our aforementioned 
t~hl~la that continues to serve us. And, word of mouth in th• food 
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HB 1241 TESTIM0NY··0UTLINE 
• Madam Chair 11■. Hor1orable Representatives of the 

-~ Holl8e Education Committee. My name Is John 
Cari1on. My wife, Brenda and I own and operate the 
OVen Door CaterlnC Service In Fargo. I am pleased to 
have the opportunity to testify today In favor of 
HB 1241 paesage. 

• Thi• bill I• absolutely neceasary to conatraln 
governmental agenclee, such •• school dletrlcte, 
collegee, and unlvenltlee to their Intended ml111lon: 
EDUCATING QUR YOUTH. 

• Let me tell you a abort story: In July or 1999, our 
catering service was faced with the ftnt of 3 attempts 
by the Fargo Public School District to take away the 
daycare children feeding business we had cultivated 
and built over the years. In concert with the ND 
Department of Public Instruction (DPI), under the 
auspices of a federal ••child Nutrition Program", Fargo 
schoola, ••nannQuaced. took away 60% o'i our 
CONTRACTED daycare feeding b~lneas In two 
month■ by undercutting om prices. We sold a hot 
meal for $1.7S per child per day, they sold It for 
$1.26 per child per day. They "cream skimmed" and 
took only the largest daycare•• (2S kids and over). 

• How could they do this? They pay no property taxes 
on their kitchen, and use federally subsidized 
commodity foods. How could we ever compete? 
They sold meals below our coats! Some daycare'• 
broke meals contracts with us and pMld a penalty to 
go to the school district's attractive pricing. If It 
had not been for attrition, we woulo have been forced 
to lay off 2 or more employees. 

I 

· f ti sv,t .. for •lcrof ltMlnt and J 
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• We protested tbl1 tmfalr onelaugbt by Fargo Soboole 
-----., and an Attorney General'• opinion was sought. In the 

2 month Interim awaiting the AG opinion, Fargo 
Schools ttParked'' tbe daycare'• at a local Fargo 
Hoepltal, who, coincidentally, fed tbe daycare'• at the 
same prlcee u Pargo Schools. In the corporate anti­
trust world, this action le called coll111lon. 

• The ND Attorney General ruled In November 1999 
that Fargo Schools was not etmctured properly to 
legally feed private daycare's. But, the AG aJilO•ftlled 
that all It would take was an approved formal 
agr«unent between the Fargo School Board and ND 
DPI to do meal 1ervlcee. For political reaeom, 
apparently, an a,iieement with DPI did not get acted 
upon. 'lbe hospital kept on feeding the daycare•• and 
proceeded to take away more of our daycare feeding 
business. 

• After the hospital completed the de.clmatlon of our 
daycare business, they abruptly teamlnated daycare 
meal service, effective March l, 2001, with 80 days 
notice. No regard as to who would continue the 
feeding service was given. The ftnanclally distressed 
hospital then soon thereafter sold out to another 
Fargo hospital organization. 

• In 12 months, we lost nearly 40% of our TOTAL 
catering business. This kind of loss would have 
easily bankrupted a smaller, debt-carrying business. 

• After the schools/hospital fiasco, a large non-proftt 
Fargo daycare attempted to take advantage of the 
opportunity to become a daycare meals provider, but 
could not handle all of them. By April of 2002, the 

--·- · 1 ed t N(idern tnfo.-tlc,n syat .. for alcrofl l•lno and I 
Tht •tcr .. __.,0 fMtff on thf • ff ll •r• accur•t• r..,roductlona of reoordl •l. V:~ .... ~ of the AMerfcan NatiOMl Standerdl ln&titut• 
Wll't ftt:C.- In tht fjtl,llar ccurte of butlntH, 'rht ~t,oorlt)h~or:--~:~:.fblt thtn thft Not fee, ft It dult to tht quel fty cf tht l111 
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oven Door, one-by-one, regained most oftbe daycare 
,,-,_, feeding business that had been loet. 

• In this nearly S year elapsed time, we bad come full 
circle and loet nearly $600,000 In 1:AXABLI ealee 
and $80,000 In TAXABLE profits, trlggered by Fargo 
Scboole District'• Initial actions. We barely survived 
and had to change our bualneee foo111 to 1tay eolvent. 
How would any of you feel If this happened to your 
buslneee'1 

• It was not over! To add Insult, last year In April, 
Fargo School• publicly annotmced that they were 
looking for other revenue aourcee outalde of property 
taxes and were going to become more 
"entrepreneurial". They publicly announced 
Intention• to cater meals to daycare••, and would 
execute an agreement with ND DPI. We again 
protested and tbla time, had a demonatratlon at the 
Fargo School District offices on May 28th with 6 
catering vans and 14 employees with picket signs 
prior to a achool board m~.etlng. It drew much media 
attention and the public favored our side. The school 
dlatrlct'a daycare meals activity subalded again. 

• I hope this chronology of events demonstrates to the 
Education Committee members what educat.lon 
bmeaucrats can and will do If not reigned In by limits 
of law. Their mission la to educate children and feed 
them while at school - pure and simple. The Centmy 
Code already outlines that charge lo the "Powers of a 
School Board" section. But, there are those who find 
"work aroundstt to frustrate the good Intent of 
previous legislation. 
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• In the face of declining enrollments, Fargo Schools 
built a $4.3 million central kitchen that enables meal 
capacities far beyond their needlJ. It appears to me 
that Fargo Schools conspired with ND DPI to create 
an 11nneeded "Child Nutrition Program'' to force 
daycare'• with low-Income "program children", and all 
other kids In daycare's, Into a federal meal• pro,ram, 
to generate more utilization of their 1ar,e kitchen. 

• A "Child Nutrition Program" lnfen that children are 
not getting adequate nutrition, which 11 a bad 
eltuatlon that needs to be corrected. Inadequate 
child nutrition at the daycare•• was never the case 
with the OVen Door food 1ervlce. All of our daycare 
meals meet or exceed federal and state cblld 
nutrition standards with flying colors, and are in fact 
approved by ND DPI. 

• The daycare providers have had enough of this run­
around. They found the food quality wasn't as good, 
the customer service wasn't as good, and ultimately, 
the food service was not dependable. Small daycarews 
with leas than 26 kids would have been left 
completely without food aervlcei 

• Child Nutrition was NOT the issue here: Creating 
MORE kitchen utilization, MORE Fargo School 
District revenues and MORE power was. Child 
nutrition was Just the vehicle! I call this an abuse or 
power by education bureaucrats! 

• Am I angry? You betcha! We spent hundreds of 
home and thousands of dollar In attorney fees and 
lost profits to battle school district and state 

..... ,✓, resources we helped create with ow- tax dollars. 
This should never bet 

-- . · dtl t eel to Modtrn lnforaiatlon sytttiiMI for •tcrofH•tno and J, ·_ 
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(ANSO for ·1rchtv1l mlcroffllll. NOTICE! If the fHIIIIN •at 

c1oe- 1>otno ftlMOCI, -~ ~ ~-~ 1d~D3 
---~-&U,a, th -04':,,~~ -• Date 
Operator'• stonatur~ 



r 
• 

L 

• I see no problem wltl1 schools, collegea, and 
unlverelttes catering meals on their campuaee for 
''Official" school or unlvenlty functlone, but to allow 
them to compete with the livelihood• of thoae who 
eupport them with tax dollan le mpuoumt. They 
will not police themselves and will be belllgerent and 
do whatever they think they can get away with. 

• Thie unfair competition must be stopped and a 
message sent that schools must operate within the 
Intent of their charter: "EDUCATE OUR CHILDREN". 
They must NOT compete with private, tax-paying 
small b111lneesee that support them. HB 1241 
adclresaes emaller ND communitlee where there may 
not be another private business alternative for 
feeding daycare ohildren, so their concerns should be 
adclresaecl • 

.. _~,-✓ • If you do not pass HB 1241, you absolutely will be 
sending a message to all govemment agenclea, school 
districts and higher education that It la OK to 
compete unfairly with the local community, Job­
bulldlng, tax-paying small bualness person. Can you 
live with that? 

• I HOPE NOTI PLEASE PASS HB 12411 

• THANK YOU!! 

• I would entertain any questions tbe .. committee might 
have. 

' 
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TESTIMONY FOR 
HOUSE BILL 1241 

Presented by Rep. Mike Orosz, District 42 

Thank you Chainnan Kelsch. Members of the distinguished Education Committee, for the 

record my name is Mike Orosz. representative for District 42, the northwest portion of the city of 

Grand Forb. In my "real life'' occupation. I am the accountant for the Food Service department at the 

University of North Dakota. 

l would like to speak in opposition to Section 1 of House Bill 1241. Accordins to the hiahly 

recosnized Roundtable Report, the university system is provided flexibility with accountabiHty. while 

using resources bot'i lesally and responsibly. This bill, eveu with the amendment, does not provide 

flexibility. 

The bill in its original form creates numerous concerns. I will speak &om my experience at 

UNO, as that ls what I am familiar. The state high schooJ track meet is held at the Memorial Stadium 

e,- )1 the UND campus periodlcally. Ullder tho original bill, there would be no concessions provided. 

1 
Another example of a concern would be if a parent brought their child to campus and wanted to eat 

I 

with their child in one of the dinina ceuters in order to see the quality of f'ood and semce that is being 

provided, that parent could not be served. 

The amendment addresses these specific concerns. however it creates otben. The last sentence 

in subsection l reads. "Before accepting a contract to cater an event, a representative of the institution 

shall contact the appropriate entities to determine their ability and willingness to provide the service." 

I am concerned on what level of due diligence would I need to do in order to be in compliance. When 

someone wants to schedule a catered event through the UNO Campus Catering unit, would I then have 

to call every restaurant, catering service, and food provider in the region and ask them if they are able 

to provide the service, if they an, wiJJing to provide the service. and if they would provide the service? 

~
1
Would I then have to get back to the person that originally booked the event wltb me on what I found? 

,',,I 
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Another concern I have with the runendment is in the first sentence of subsection l, The 

.~. phrase. "either on the campus or off the campus," will take away a Jot of on-campus businc11, The 
I 

amount of infrastructure needed to provide such an operation to campus is great. You need 

convendonal ovens, dish machines. dishes. utensils, coolers, freezers, cooks, servers, and numeroua 

other fixed assets or costs. The food costs are the variable costs. In other words, in order to maximize 

benefits and minimize cost, of havins a catering operation on .. campus, the university has to be able to 

fully utilize the services of that catering operation, lfthc university catering operation Is linuted to 

serving only a few qualified university functions, those functions will cmy a very large cost per 

function. 

Madam Chainnan, I am all for accountability. Jn fact; I welcome all of you to visit me at the 

UND campus to see what kind of quality operution we arc running. Unfortunately, if this bill passes, 

we'U have to eat elsewhere. If certain institution arc not being accountable and not utilizing resourcea 

responsibly. we should be providing feedback or sanctions to those institLltions. We should not be 

panina laws that tie th~ hands of those that are responsible behind their backs. 

I urge you to continue the philosophy of flexibility with accountability, and amend Si..-ctfon One 

out of this bill. 

The previous c.omments are onJy directed at Section One of this bill. Comparing Section One 

and Two arc Jilce comparing apples to oranges, if you would forgive the food pun. Institutions of 

higher education do not receive food subsidies; rather it negotiates a bid prlce with an area food 

supplier, just like any other business, In NDSU and UND' s case, our prime vendor is FSA out of 

Fargo. Also, we undergo an annual audit for any unrelated business income, such as income (or 

tosses) from the concessions for the state track meet, and provide a corporate income tax return for that 

income (or Joss). 

Madam Chainnan. I would be happy to answer any questions you may have. 

The 111foN1rlP.ftfo , ..... on thl• ft lM •r• ac••t• raprocbltf ont of recordll •t f wrtd to Modtrn tnfo,wtfcin tvat ... for •toroft lMI,_ n 
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Testimony Before The 
House Education Committee 

February 4, 2003 

Chairman Kelsch and members of the Committee, my name Is Brian Arett. I am the 

Exe\iutlve Director of Fargo Senior Commission, Inc. I am here to testify on House 
' ... 

BUI 1241. Fargo Senior Commission, Inc. Is an agency that provides services to 

senior citizens In a six county area In southeastern North Dakota. Services we 

provide Include Home Delivered Meals. Coragregate Dining, Transportation, Health 

Screening and Outreach Assistance. All of our services are designed to assist 

senior citizens throughout the region In maintaining independence. In particular, we 

focus our services on frail, low income and isolated seniors. 

Good nutrition Is central to our mission of service to the elderly. To assist with this 

mission, we contract with fifteen restaurants throughout the region. In Fargo, we 

contract with two restaurants and NDSU to provide meal service seven days a week 

at seven locations. In addition, NDSU prepares the meals that we utilize for our 

home delivered meals program. 

The budget for our program in 2003 is $2.5 million. Revenues to support cur 

services come from a variety of sources Including federal, state, county and city as 

well as private donations. The private donations that we generate fund just over half 

of our budget. 

Section 1 of HB 1241 would prevent us from continuing to contract with NDSU for 

The •fcrOll'll'hfc ,..,.. on tht• ft l• ,,.. 1ecur1t• reprcdactf orw of rtcol'dl dtlfwred to Modern lnfo,..tfon l)'lt- fo, .. .,.,,._.,,. .Ml 
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r ~ meal services, Baaed on our experience with the restaurants we are already 

C) 

working with. we believe that this wflf cause our coats to go up by $50. 000 a year. 

Any Increase In the coat of providing services wltl have a negative Impact on our 

ability to keep up with the growing demands of our aging population. 

Because of this Impact, I ask you to reject HB 1241 or amend it to allow non-profit 

agencies Uke ours to continue to work with Institutions of higher education and 

school districts In serving the seniors of our state. It Is Important to note that our 

contract for meal services In Fargo Is bid out annually. In the 31 year history of our 

program there have been only two competing bids. Both of them came from non 

profit organizations based In Minnesota. 

I appreciate the opportunity to address th~s legfstatlon with your committee and 

would be happy to respond to any questions you might have. 

... 

I 
I 
I 

! 
' 

' 

..J 



L. 

House BIii 1241 

N~D4J...1 
>tfr, S11 'rm I n, Members of the committee, my name is Prakash Mathew, Dean of Student 
Life at North Dakota State University. Mr, Juck Donahue, Director of the Dining 
Services is also present with me, if I am not able to answer some of the questions. This 
morning, I would like to speak in oplJosition to the House Bill 1241, 

The passage of House Bill 1241 would have a profound impact on institutions of higher 
education in North Dakota, particularly the Dining Services at NDSU, with a significant 
emphasis on the Fargo Senior Meals on Wheels program. 

I would like to highlight some critical points which will summarize our concerns in this 
matter. 

• NDSU Dining Services is a self supporting department, and the Catering Services play a 
significant role to meet our expenses such as differed maintenance, renovations, funding 
for service provided by Physical Plant, as well as providing support for the University in 
accomplishing its mission and goals. In addition, based on this income, we are able to 
keep the food contract rate for our students at a minimum, The passage of this bill would 
impact a loss of approximately $500,000 revenue annually. 

• We have never gone out into the community outs;de of the University to advertise or 
solicit business for the Dining Services. Beyond serving meals for students, faculty, and 
staff, a majority of the business we conduct is in the Memorial Union, Alumni Center, 
and the Technology Park. At the Alumni Center, we are one of the six caterers to provide 
services to their patrons. The customers select the caterers of their ,..1'eference. It is 
important to note that the Dining Services pay sales tax for all eve.ms not affiliated with 
the institution. 

One significant service we conduct outside of the University is providing meals on 
wheels for the Fargo seniors. We consider this a tremendous service to the seniors and 
the community. Even though there is a bidding process for this service every two years, 
no one has ever been able to provide service or match what we charge for this non .. profit 
group for the past 31 years. 

Finally, I want to thank you for listening to our concerns and I humbly request that you 
give thoughtful consideration for NOT approving House Bill 1241. 
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Fifty-eight 
Legf slature Assembly 
Of North Dakota 

Reference HOUSE BILL NO. 1241 

For the Record 

I am Dr. John Richman, Vice President for Instruction (interim) at North Dakota State 
CoUege of Science, 

I am here presenting information provided by North Dakota State ColJege of Science. I 
am representing Mike Renk, Vice President of Administrative Affaits, 

Facts that should be known: 

AuxiJiary Enterprises must be run like any other private business that is expected to make 
a profit. 

All employees that work for the Auxiliary Enterprises have a clause in their contracts that 
relates directly to the profit side of the business. If there is no profit, the employee is laid 
off with no notice. That lay .. otl'becomes effective immediately and is not related to the 
biennium budaet process as are state appropriated (employees) positions. 

Part of the Au,ciJiary Enterprise (Bookstore and Dining Services) pays both Unrelated 
Business Income Tax (UBIT) and sales tax for operating a business on campus. 

They, also, pay the college $1 l 0,000 annuaJly to operate their businesses in the Student 
Union. Those funds are used to fund the Student Union operations. 

Neither the Bookstore nor the Dining Services are supplemented with state tax dollars. As 
a matter of fact, both the Bookstore and Dining Services at NDSCS help supplement the 
ColJege budget. 

If the Bookstore or Dining Service must repair or replace any equipment, it must be paid 
for with the profit that is generated from the Bookstore and Dining Services profits. 

If the Bookstore or Dining Services does any remodeling, it also must be paid for with 
the profit that is generated from the Bookstore and Dining Services profits. 

The Bookstore and Dining Services funds one full-time position in the campus mailroom 
($27,721, saJary and benefits). This position serves the entire campus. 

' 
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The Bookstore and Dlning Services funds one full-time posltion in the 1, Jrmation 
Technology Department ($39,221. salary and benefits), This technician serves the entire 
campus. 

The Bookstore and Dining Services funds one half-time posltlon in the Grants Office 
($3 S,256, salary and benefits), Thls grants officer serves the entire campus. 

Additionally, the Bookstore and Dining Services are asked to fund special projects during 
the year In the amount of $30,000 annually (marketing $10,000, admissions $10,000, 
President projects S 10,000), 

Both the Bookstore and Dining Services make a profit every year but must be 
supplemented with the demands made of them, 

We do this with cash sales1 catering and the vending machines, Listed below Is last year's 
gross sales and profit from the three above-mentioned areas: 

Campus Vending 
Connections (Cash Sales) 
Catering 
Total 

Gross Sales 

$92,203 
w~ 

$265,739 

Profits 
$14.600 
$19.362 
$24,994 
$58,956 

Not included is the Athletic Department that operates the concession stands at all Athletic 
events. They currently generate: 

Blikre Activities Center 
Gross Sales 
$63.627 

Profits 
$21,32S 

These profits are used to support the Athletic Depanment, because NDSCS is not able to 
fund the Athletic Department with State appropriation funds. 

We believe this bill would affect those profits because we sen directly to the seneral 
public during athletic evenu. 

The following is why we have concerns with the current bill and the amtndment that will 
he introduced to it: 

The Roundtable recommendations have asked us to become entrepreneurs in building the 
economy of North Dakota. That is exactly what we are doing with AuxHiary Enterprises, 
This bill flies in the face or that directive, 

Who will decide what forwprofit and nonMproflt entities we are to get permission to do 
outside catering? 

,_ ·I·•. .. ,·' "'' 
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Some examples would be for-profit entities~ 4 E's Catering, Burger King, China Buffet, 
Domino's Plzza, Fry'n Pan Restaurant, Oodfather's Pizza, Hllls Cafe, M0Donalds, 
Nancy B's, Prante's Fine Dining, Subway Sandwiches, Taco John's, Wahpeton Dell and 
every bar in town that sens food. 

Non .. proflt entitles would include every church in the community that could serve food, 
the VFW. and the Eagles Club. 

As the Stile ofN<>rth Dakota looks to the university system to support more of its own 
costs due to shrinking revenues, does this bill help us become more effective and 
efficient, or does it hinder the university system with additional paperwork? 

Does it also create another set of rules to follow that do not make any business sense? 

Overall we beUeve this bill will have a direct negative affect on NDSCS in operating its 
Auxiliary Enterprises (which supports the overall mission of the college). 

I 

.J 



r 

L 

TESTIMONY ON HD 1241 
HOUSE EDUCATION COMMITIEE 

February 4, 2003 

Katby Graft11ard, Dlreetor 
Cblld Nutrldoa aad Food Distribution Proarams 

DepartmeatofPubUclnatructloa 

Chainnan Kelsch and members of the committee: 
My name is Kathy Grafsgaard and I am the Director of Child Nutrition 

and Food Distribution Programs for the Department of Public Instruction. I 
am here to speak in opposition to House Bill 1241. I am concerned about the 
limitations this bill places on access to meals by North Dakota ,)hildren and 
others. 

House Bill 1241 prohibits institutions of higher education from 
preparing meals, snacks, and r,,;•J-.. :r food services to programs or persons not 
affiliated with the institution. ln addition, boards of school districts in cities 
having a population over five thousand are prohibited from preparing meals, 
snacks, or other food services for programs or persons not affiliated with the 
school district. 

This bill will curtail food service options for childcare and head start 
centers. AB you can see from the centers that are shaded on the table attached 
to my testimony, this bill will prohibit existing food service arrangements with 
six childcare and head start centers. For example, a private~ non-profit 
childcare center, housed on the campus of Lake Region State College (LRSC) 
receives meals through a contract with the college food service. This bill may 
prohibit this relationship because there is no definition of "affiliated". In other 
words, is the childcare center considered to be affiliated because it is housed 
on the LRSC campus? If the cw-reut contract were prohibited, the childcare 
center would be required to seek off-campus foodservice, which may not be 
available or affordable. 
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Pr"sently, the Jamestown and Devils Lake Public Schools provide 
meals to childcare and head start classrooms that are located in or near their 
elementary schools. This bill would prohibit this relationship because the 
cities of Jamestown and Devils Lake exceed the five thousand population limit 
noted in the bill. 

School food service programs are efficient providers of meals to 
childcare and head start centers because they have the same federal meal 
pattern requirements, and plan menu choices that are accepted by preschool 
children. In many communities, the school food service program is the only 
viable option for contracted meals. As the population in our rural areas 
decreases, the availability of an adequate food service operation will become 
increasingly critical. 

Section 2 of this bill targets cities with populations of more than five 
thousand, which are also the communities where the greatest numbers of 
childcare and head start centers are located. Prohibiting school districts from 
being a potential food service vendor will limit the food service options 
available and may lead to a center not offering food service to children, or it 
may stop a potential center from establishing a child care operation. Equipping 
a child care operation with an acceptable kitchen is extremely expensive. To 
keep the cost of child care as low as PQSSible, efficient contract meal 
arrdl1gements are often encouraged. We would rather see existing. food 
services in schools utilized by centers. 

Further, a population of five thousand does not guarantee that there are 
private food · -service vendors available and. willing to provide meals to 
childcare and head start centers; however, in each community, there is likely to 
be a school district. 

All food service entities, including school boards, should be allowed to 
participate in !Jfoviding meals to childcare and head start programs. The 
Department is opposed to any language that prohibits any segment of the food 
service industry from offering meal service options to childcare and head start 
centers. 

Chainnan Kelsch, this concludes my testimony. I would be happy to 
answer any questions that the committe~ may have. 

Operator'• Signaiturt 
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North Dakota Department of Instruction 
Child Nutrition and Food Distribution 

Childcare and Head Start Centers Which Contract for Meals 
Fiscal Year 2003 (October 1: 2002- May 30, 2003) 

.~- ~ ~ 

Center Sponsor Center Site Citv Euw.y Pro.-i.i=-- Meals 
Bismarck Public Schools 
Bismarck Public Schools 
Bismarck Public School~ 
Bismarck Public Schools 
SENDCAA Head Start Pro2tam 
NDSU Center for Child Develooment 
UdCA Child Care Center 
YMCA Child Care Center 
Dakota Montessot4 Inc 
TGU School District 
TGU School District 
TGU School District 
TGU School District 

TGU School District 
TGU School District 
West River Head Start 

West &ver Head Start 

West River Head Start 
West River Head Start 
W~1: River Head Start 

-Dickinson 

Ricbholt Elemc, IL41 Y Bismarck 
Riverside Elem~ y- Bismarck 
Roosevelt Elem.c.o ,;.... v Bismarck. 
Saxvik Head Start Center Bismarck 
Lisbon Head Start Lisbon 
Center for Child Develooment Famo 
Schlossman Family YMCA West Far20 
YMCASouth Fanro 

• Dakota Child Care FatRO 
Drake Head Start Drake 
Granville Head Start Granville 
Harvey Head Start Harvey 
McClusky Head Start ..... .--.. . 

Towner Head Start Towner 
Turtle Lake Head Start TurtleLak~ 
West River Head Start-Carson Carson 

West River Head Start-Elgin Elgin 

West River Head Start-Hebron I Hebron 
West River Head Start-Mandan I Mandan 
West River Head Start-New Salem I New Salem 

. 
i 

Bismarck. Public Schools 
Bismarck Public Schools 
Bismarck Public Schools 
Bismarck Public Schools 
Lisbon Public Schools 
Oven 
Oven 
Ovc 
VIP 
Drake Public School 
TGU School District 
Harvey School District 
'IL .. .,... • .... ..... 

TGU Scbool District 
Turtle Lake Public School 
Roosevelt Public School 
Carson 

Elgin/New Leipzig Public 
School 
Hebron Public School 
nan~s 
New Salem Public Schools 
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·· Action & Development I Hettinger 
ickinson 
Action & Deveiopment r Beach 

Community Child and Family Center f Community Child and Family 
Center 

Community Action Region VI 
Earlv Head Start 
Mayville Child Development Center 

Mayville Child Development Center 

Minot Public Schools 
Good Shepherd Dav Care 
Wee Y's Owls 
Williston Public School 

G/CACFP/Centl!rSl'cc which c:ontractfor-meak 

( 
'\ 

Community Action Region VI 
Early Head Start 
MSU Child Development Center 
and Head Start-Hillsboro 
MSU Child Development Center 
and Head Start-Mavville 
MinotAFB 
Washinirton/Vmcent Off Site 
Wee Ts Owls 
Trenton Center 

) 
/ 

-- ------

Hettinger 

Beach 

Jamestown 

Hillsboro 

Mayville 

Minot Air Force Base 
Minot 
Minot 
Trenton 

~~-- ",___,,,_ __ .... -,:::--·' 

Hettinger Public School 

Beach School District 

J~Hospital 

Hillsboro Elementary School 

Sodexho Marriot Services 

Minot Public Schools 
Minot Commission on A · 
UniMed Dinitl2Services 
Trenton Public School 
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I un Dbde Sclbulz Food Servlco Director tor Mandan Public, Scbool1 and Legtalativt Chair tor the North 
Dlkota Schoo1 Food Service Auod1don. 

I am hero to voice my oPPolltlon to UB 124 l, 
Thia bill would oloM tho door on conklctl that oow oxllt with Head Start, with pro-- lOhoola, with othot 
IOhool dlltricta and with daycare ficillti•. 

Maadan PubUc Scboolt contrlcted up until 2 yeen aao with St. Joaepb IChoo1 for meall that wt provided 
to Mandan PubHo Studeatl wbo .Uended CoWu Baemeatary houaed 1n St, Joeeph ICbool. M wbldl thne 
that ICbool cloaed and ltudenta were ablOl'bed Into other ecboola in the Mandan d1atrict. Thia praotk:o 
would not have been .uowed under the WJ8111&e of tbia bill. 

MIDdu Pub& Scboolt bu contracted to provide tunch to M.andan Head Start ltUdeme. Aid they have 
requtlted a bid tom Mandan each year aince then, Thia bW would not allow such a contract. 

Thia bill would alao not allow us to provide lunch fot Yititina parent,, (P1Ddparenta, guests, or eve.i 
atudenta tor other d1wiota who often participate in aU1io, drama, ldon<ie or aport evaa at Mai• 
Scbooll. Our Adopt a cop couldn't eat 1uncb with tho atudeatai. We could not provide fbod ft, •. sport, 
toul'namentl ror example wrestlln& buketball. speech, swim meet,, which we now do. 

J llll' 1"..t IIUl'e I W'ldentalMI the UN of the ubittary number otS()OO, TbolO 12 latpat cities hold K of North 
Dakota•• population. A population of 5000 or more certa1nly un•t a criterion tMt a caterer ailtl wbo 
would be willifls to provide IUClt food services. 

School food ..-vice acrou the state la often n,queeted to provide bid& on cblldcare ftlCilltiea 11t>d elderly 
teedina program COntnlctl, When theae ~ participate in the USDA childcare and Adult care Food 
Program they are governed by USDA regulation,. School food aervice operates under the 11me governing 
apncy, wbk:b makes aemna one of tbele entidea an euy tramition, 

Sclhool meat prc,srama are manaaed by tood NtVice staff'who are well trained and oft'er u education 
c:omponent in tbeh' Coodaervice, The lead worker in flV«Y acbool kitchal bas tnlnlna in satety and 
aanltation rules and requirementa. (wbicb. by the way, wu a result of leaisJation that tbll committ~ 
approved in 1999) 

Al leplatwe chair fot NSDFSA my collf:aaues share my concem f'or the negative~ that tbls bill 
would have on their ability to provide t"ood lel'Vice in their achooJs, They currently hive corrtrecta with 
agencies delCrlbed bt the bW. T"'9y have e,cpreaed an overwhelming concern for the Impact thla bill would 
have on their future food aervice operations. 

I believe this ls an iuue that . .ii best .left up to the decision of the local school board u they repre,ent the 
wlshea of the comrmmity in which they live and NtYe. 
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