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January 6, 2015

Honorable Jack Dalrymple
Governor of North Dakota

Members, 64" Legislative
Assembly of North Dakota

| have the honor to transmit the Legislative Management's report and recommendations of 21 interim committees,
the Advisory Commission on Intergovernmental Relations, and the Commission on Alternatives to Incarceration.

Major recommendations include changing the terms of supervision and probation for felony offenses, changing
mandatory sentencing laws, providing sales tax exemptions for pipeline sales and fertilizer facilities, increasing the
funding for the abandoned oil and gas well plugging and site reclamation fund, providing legacy fund definitions and
use of earnings, changing the main state employee retirement plan, funding master plans for Bismarck state
agencies and the State Hospital and James River Correctional Center, providing an income tax deduction for military
retirement pay, providing insurance coverage for telemedicine and substance abuse, providing a tuition freeze at
two-year colleges, increasing the maximum student financial assistance grant awards and the academic and career
and technical education scholarships, establishing a traumatic brain injury registry, requiring higher education to use
a systemwide email and to retain emails for five years, changing the driving under the influence laws, requiring
enhanced training for assessors, requiring improved notice and information to be provided to property tax payers,
requiring tax levy requests of unelected governing bodies to be subject to adjustment by a city or county, extending
the state-paid property tax relief credit for two more years, providing for regular evaluation of state-provided
economic development incentives, and prohibiting the use of the resources trust fund for funding the State Water
Commission.

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

Respectfully submitted,

Senator Ray Holmberg
Chairman
North Dakota Legislative Management
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HISTORY AND FUNCTIONS OF THE
NORTH DAKOTA LEGISLATIVE MANAGEMENT
AND LEGISLATIVE COUNCIL

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

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

NAME CHANGES
The name of the LRC was changed to the Legislative Council in 1969 to more accurately reflect the scope of
its duties. Since 2009, Legislative Council refers specifically to the staff functioning as the legislative service
agency, while Legislative Management refers to the oversight committee of legislators. Although research is still
an integral part of the functioning of the Legislative Council, it has become a comprehensive nonpartisan
legislative service agency with various duties in addition to research.

THE NEED FOR A LEGISLATIVE SERVICE AGENCY

Nearly all states have a legislative council or its equivalent, although a few states use varying nhumbers of
special committees.

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

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

LEGISLATIVE MANAGEMENT COMPOSITION
In 2009 the Legislative Assembly changed the name of the oversight committee for the Legislative Council to
the Legislative Management. This committee by statute consists of 17 legislators, including the Majority and
Minority Leaders of both houses, the Speaker of the House, and six senators and six representatives. In the
House, the Majority Leader appoints four members and the Minority Leader appoints two members. In the
Senate, the Majority Leader appoints four members and the Minority Leader appoints two members.

The Legislative Management is thus composed of 11 majority party members and 6 minority party members
and is served by the Legislative Council staff of attorneys, accountants, and administrative support personnel who
are hired and who serve on a strictly nonpartisan basis.

FUNCTIONS AND METHODS OF OPERATION

OF THE LEGISLATIVE MANAGEMENT
Although the Legislative Management has the authority to initiate studies or other action deemed necessary
between legislative sessions, much of the work results from studies contained in resolutions and bills passed by
both houses. The usual procedure is for the Legislative Management to designate interim committees to carry out
the studies, although a few committees, including the Administrative Rules Committee, Employee Benefits
Programs Committee, Information Technology Committee, and Legislative Audit and Fiscal Review Committee,
are statutory committees with duties imposed by state law.



Regardless of the source of authority of interim committees, the Legislative Management appoints the
members with the exception of a few members appointed as provided by statute. Nearly all committees consist
entirely of legislators, although a few citizen members are sometimes selected to serve when it is determined they
can provide special expertise or insight for a study.

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

Committees make their reports to the full Legislative Management in November preceding a regular legislative
session. All current legislators are invited to attend the November meeting as are those newly elected legislators.
The Legislative Management may accept, amend, or reject a committee's report. The Legislative Management
then presents the recommendations it has accepted, together with bills and resolutions necessary to implement
them, to the Legislative Assembly.

In addition to conducting studies, the Legislative Council staff provides a wide range of services to legislators,
other state agencies, and the public. Attorneys on the staff provide legal advice and counsel on legislative
matters and bill drafts to legislators and legislative committees. The Legislative Council supervises the
publication of the Session Laws, the North Dakota Century Code, and the North Dakota Administrative Code.
The Legislative Council reviews state agency rules and rulemaking procedures, legislative proposals affecting
health and retirement programs for public employees, and information technology management of state agencies.
The Legislative Council has on its staff the Legislative Budget Analyst and Auditor and a fiscal staff who provide
technical assistance to Legislative Management committees and legislators, review audit reports for the
Legislative Audit and Fiscal Review Committee, provide budget analysis, and assist the Legislative Assembly in
developing the state's biennial budget. The Legislative Council provides information technology services to the
legislative branch, including legislative publishing and bill drafting capabilities. The Legislative Council makes
arrangements for legislative sessions and controls the use of the legislative chambers and use of space in the
legislative wing of the State Capitol. The Legislative Council also maintains a wide variety of materials and
reference documents, many of which are not available from other sources.

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

Government reorganization has also occupied a considerable amount of attention. Included have been
studies of the delivery of human services, agriculturally related functions of state government, the creation of the
Information Technology Department and the cabinet-level position of Chief Information Officer, the creation of the
Department of Commerce, organization of the state's higher education system, and the creation of the
Commission on Legal Counsel for Indigents, as well as studies of the feasibility of consolidating functions in state
government. Unification of the state's judicial system and the establishment of a public venture capital
corporation were also subjects of studies.

The review and updating of uniform and model acts, such as the Uniform Probate Code and the Uniform
Commercial Code, have also been included in past Legislative Management agendas. Constitutional revision has
been studied several interims, as well as studies to implement constitutional measures that have been approved
by the voters.

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



The Legislative Management has permitted the legislative branch to be on the cutting edge of technological
innovation. North Dakota was one of the first states to have a computerized bill status system in 1969 and,
beginning in 1989, the Legislator's Automated Work Station system has allowed legislators to access legislative
documents at their desks in the House and Senate. All legislators have notebook computers and many have a
smartphone and an iPad to assist them in performing their legislative duties. During the 2009-10 interim, the
Legislative Council staff worked with a consultant and the Information Technology Department to develop
LEGEND, an updated legislative enterprise system that replaced the mainframe system. The new system is
server-based and provides for enhanced bill drafting and session processing. Since 1997, the Legislative
Management has had the responsibility to study emerging technology and evaluate its impact on the state's
system of information technology.

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

ADMINISTRATIVE RULES
It is the standing duty of the Legislative Management to review administrative rules adopted by administrative
agencies. The Legislative Management reviewed all state administrative rulemaking actions from January 2013
through October 2014, covering 2,116 pages of rules and 1,383 rules sections. Although there were substantially
fewer sections reviewed, the rules comprised substantially more pages than during the previous biennial period. The
Legislative Management did not void any rules submitted by administrative agencies from January 2013 through
October 2014.

The Legislative Management reviewed rules amendments adopted by the Office of Management and Budget,
Agriculture Commissioner, Attorney General, Department of Financial Institutions, Game and Fish Department, State
Department of Health, Department of Transportation, Highway Patrol, Industrial Commission, Insurance
Commissioner, Public Service Commission, North Dakota Racing Commission, Public Employees Retirement System,
Department of Human Services, Tax Commissioner, State Water Commission, Workforce Safety and Insurance, and
Information Technology Department as well as numerous boards and commissions.

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS
The Advisory Commission on Intergovernmental Relations exercised its statutory authority to serve as a forum for
the discussion and resolution of intergovernmental problems and to discuss issues relating to local government
structure; fiscal and other powers and functions of local governments; relationships between and among local
governments and the state or any other government; allocations of state and local resources; interstate issues
involving local governments, including cooperation with the appropriate authorities of other states; and statutory
changes required to implement commission recommendations.

The Legislative Management studied the feasibility and desirability of making political subdivision budget
information accessible on the state budget database website and finding better ways to inform taxpayers regarding
political subdivision budget or levy deliberations and regarding legislative property tax relief. The Legislative
Management recommends Senate Bill No. 2054 to provide a requirement for all assessors to be certified and to
impose the same training requirements for all certified assessors, Senate Bill No. 2024 to provide a township that
unilaterally transferred its zoning authority to the county may enter a mutual agreement with that county to regain the
zoning authority, Senate Concurrent Resolution No. 4001 for a Legislative Management study to examine the
necessity of the financial reports provided by political subdivisions, Senate Bill No. 2055 to provide electric
transmission reports, and House Bill No. 1059 to provide a continuation of the 2013 state-paid credit of 12 percent of
property taxes levied by a taxing district.

The Legislative Management studied whether political subdivisions can become more efficient and effective to
reduce costs to taxpayers.

The Legislative Management recommends Senate Concurrent Resolution No. 4002 for a Legislative Management
study to examine the various references to political subdivisions currently in law.

AGRICULTURE
The Legislative Management studied North Dakota Century Code provisions that relate to agriculture, for the
purposes of eliminating those provisions that are irrelevant or duplicative, clarifying provisions that are inconsistent or
unclear in their intent and direction, and rearranging provisions in a logical order. The Legislative Management
recommends House Bill No. 1026 to rewrite the laws pertaining to ginseng and Senate Bill No. 2025 to rewrite the laws
pertaining to apiaries.

The Legislative Management studied the North Dakota Milk Marketing Board and recommends House Bill No. 1027
to rewrite the laws pertaining to the North Dakota Milk Marketing Board.

The Legislative Management studied the State Board of Registration for Professional Soil Classifiers and
recommends Senate Bill No. 2026 to rewrite the laws pertaining to the State Board of Registration for Professional Soil
Classifiers.

The Legislative Management recommends House Bill No. 1028 to continue the study of Century Code sections that
pertain to agriculture.
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The Legislative Management received a report from the State Board of Agricultural Research and Education,
regarding its annual evaluation of research activities and expenditures and a report from representatives of agricultural
production groups, regarding the effects of 2013 Senate Bill No. 2211 on various sectors of the agricultural industry.

BUDGET SECTION
The Legislative Management received reports from the Office of Management and Budget on the status of the
general fund, employee bonuses, irregularities in the fiscal practices of the state, the capital improvements preliminary
planning revolving fund, tobacco settlement proceeds, 2013-15 biennium budget form changes, federal grant
applications, information technology study, Missouri River Correctional Center land use study, and State Board of
Higher Education capital projects variance reports.

The Legislative Management approved a change to the method of reporting legislative changes relating to the
development of the state budget during legislative sessions.

The Legislative Management authorized the expenditure of additional other funds for capital projects, as well as
changes in the scope of capital projects at Dakota College at Bottineau, North Dakota State College of Science, North
Dakota State University, University of North Dakota, Valley City State University, and Williston State College. The
Legislative Management received reports from the North Dakota University System regarding local funds, the capital
projects contingency pool, the University System's master plan, an information technology data breach, a phishing
email attack, consolidation of University System information technology services, and periodic reports from North
Dakota State University regarding the status of the Minard Hall project, Dickinson State University regarding the
Theodore Roosevelt Presidential Library project, Minot State University regarding campus security improvements, and
the University of North Dakota School of Medicine and Health Sciences regarding a walkway project and naming
opportunities for potential donors.

The Legislative Management received reports from the State Board of Agricultural Research and Education on the
status of board activities, the North Dakota Agricultural Experiment Station, and the North Dakota State University
Extension Service budget.

The Legislative Management received reports from the Department of Commerce on the Centers of Excellence and
Centers of Research Excellence audit and monitoring reports, renaissance fund organizations annual audits, long-term
care grants, and the experimental program to stimulate competitive research and research North Dakota.

The Legislative Management received the Information Technology Department's 2012-13 and 2013-14 annual
reports and the desktop support study results.

The Legislative Management received reports from the Department of Human Services on transfers in excess of
$50,000, the status of the Medicaid management information system, and grants to critical access hospitals.

The Legislative Management received reports from the Housing Finance Agency regarding flood-impacted housing
assistance and housing units owned or master leased for essential service workers.

The Legislative Management received reports from the State Water Commission regarding changes to the project
priorities list presented to the 63" Legislative Assembly, the commission's cost-share policy changes, and Fargo flood
control funding and expenditures. The Legislative Management also received reports regarding Fargo flood control
from the F-M Area Flood Diversion Board of Authority regarding an update on congressional authorization of the
diversion project and on the status of the self-insured crop insurance pool; mitigation efforts, alternatives, and costs;
easements; and the project budget, and from the MNDAK Upstream Coalition regarding the impacts of the Fargo flood
control project and mitigation efforts, alternatives, and costs.

The Legislative Management approved a request from the Department of Transportation to spend in excess of
$4 million for replacement airplanes, and Legislative Management approved the new license plate design. The
Legislative Management also received a report from the Upper Great Plains Transportation Institute regarding county,
township, and tribal roads and bridges infrastructure needs.

The Legislative Management approved three land acquisition requests from the Game and Fish Department, the
expansion of capital improvement projects for the Lewis and Clark State Park campsite, the Fort Stevenson State Park
administrative office, the Lake Sakakawea State Park campground, and to increase special funds spending authority
for those projects of the Parks and Recreation Department, and approved 24 agency requests for increased spending
authority, transfers of spending authority, expenditures from the state contingencies appropriation, or increased
full-time equivalent (FTE) positions which were forwarded from the Emergency Commission.
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The Legislative Management received reports from the Department of Trust Lands regarding state agency
unclaimed property, Job Service North Dakota regarding the status of the job insurance trust fund, the Legacy and
Budget Stabilization Fund Advisory Board's activities, the State Treasurer regarding warrants and checks outstanding
for more than 90 days and less than 3 years, semiannual reports from the Secretary of State regarding credit card
usage and fees, the State Historical Society regarding its project pool, the Attorney General's office regarding law
enforcement grants, the Department of Veterans' Affairs regarding veterans exposed to Agent Orange, the Department
of Corrections and Rehabilitation regarding its inmate report, hub city reports regarding the use of funding received
from allocations from oil and gas gross production tax, the Industrial Commission regarding the abandoned oil and gas
well plugging and site reclamation fund, the North Dakota Outdoor Heritage Advisory Board's activities to date, the
State Fire Marshal regarding expenditures by certified fire departments, district funds received from the insurance tax
distribution fund, and reserve fund balances, and other reports, including a report from the Three Affiliated Tribes of
the Fort Berthold Reservation regarding investment of oil and gas tax receipts.

The Legislative Management recommends House Concurrent Resolution No. 3001 to authorize the Budget Section
to hold legislative hearings required for the receipt of federal block grant funds during the 2015-16 interim.

COMMISSION ON ALTERNATIVES TO INCARCERATION
The Legislative Management studied sentencing alternatives, mandatory sentences, treatment options, the
expanded use of problem-solving courts, home monitoring, and other issues related to alternatives to incarceration.
The Legislative Management also studied sentencing alternatives to incarceration for first time offenses that are
nonviolent, excluding the distribution of drugs.

The Legislative Management recommends Senate Bill No. 2027 to reduce the length of probation for most felony
offenses, except sex offenses and violent crimes, from 5 years to 3 years; reduce the length of probation for
misdemeanor offenses from 2 years to 360 days; provide the maximum length of probation extension for violating the
conditions of probation is 360 days; allow a court to authorize the Department of Corrections and Rehabilitation to
terminate supervision after 18 months if the offender has complied with the conditions of probation; and allow up to
5 nonsuccessive periods of incarceration within a 12-month period, which may not exceed 48 hours, as an alternative
to a revocation of probation. The Legislative Management recommends House Concurrent Resolution No. 3002 to
provide for a Legislative Management study of restitution for criminal acts. The Legislative Management recommends
Senate Bill No. 2028 to eliminate the mandatory transfer of a juvenile to adult court for offenses related to
manufacture, delivery, or possession of controlled substances. The Legislative Management recommends House Bill
No. 1029 to separate the offenses of abuse of a child and neglect of a child into different statutory provisions and
eliminate the Class B felony penalty for the offense of neglect of a child. The Legislative Management recommends
Senate Bill No. 2029 to remove the requirement that a court impose a period of probation of not less than 18 months
for a person who has plead guilty to or been found guilty of a felony violation for drug possession, and to provide a
judge discretion with respect to the length of the probation within those statutory limits. The Legislative Management
recommends Senate Bill No. 2030 to reduce the penalty for possession of paraphernalia intended for the use of a
controlled substance from a Class C felony to a Class A misdemeanor and reduce the penalty for possession of
paraphernalia for the use of marijuana from a Class A misdemeanor to a Class B misdemeanor. The Legislative
Management recommends House Bill No. 1030 to allow a court to depart from a mandatory minimum sentence if the
court, in giving due regard to the nature of the crime, history and character of the defendant, and the defendant's
chances of successful rehabilitation, finds a compelling reason on the record that imposition of the mandatory
minimum sentence would result in manifest injustice to the defendant and that the mandatory minimum sentence is not
necessary for the protection of the public.

The Legislative Management also recommends the Governor include additional funding in the executive budget for
the 2015-17 biennium to provide residential treatment program beds statewide, with an emphasis on additional beds in
the western portion of the state; the Governor include in the executive budget funding to replicate the Cass County Jail
diversion project in other areas of the state; and the Governor include funding in the executive budget for a study of
evidence-based practices used by the Department of Corrections and Rehabilitation, the Department of Human
Services, and other agencies which are intended to reduce incarceration and recidivism.

The Legislative Management expresses its support for funding of appropriate treatment services to support the
Department of Human Services and the Department of Corrections and Rehabilitation in meeting identified treatment
service gaps, expresses its support for increased funding of community service supervision grants, encourages the
judicial branch to examine implementing a pilot program similar to the Hawaii's Opportunity Probation with
Enforcement (HOPE) program, and recommends the Governor contact The Pew Charitable Trusts to propose a
collaborative effort to implement a justice reform study in the state.
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ECONOMIC IMPACT
The Legislative Management studied the long-term costs of transportation infrastructure maintenance and
improvement projects and methods for funding these projects. The Legislative Management agreed with the findings
and recommendations in the report of the Upper Great Plains Transportation Institute and requested the Governor to
consider the report's recommendations for funding in the budget for the Department of Transportation for the 2015-17
biennium.

The Legislative Management studied child care services, including consideration of the current and potential needs
for child care services and the current and potential workforce needs related to child care, and the current quality of
child care services.

The Legislative Management accepted a report from the Department of Commerce regarding the status of the
program to establish and administer an unmanned aircraft systems test site; a report from the Emergency Services
Communications Coordinating Committee regarding the use of the assessed communications services fee revenue; a
report from the Secretary of State certifying that the information technology components of the electronic filing system
are ready for implementation before August 1, 2015; and a report from the North Dakota Economic Development
Foundation regarding progress made toward recommendations provided as part of the 2020 and Beyond Initiative.
The Legislative Management also received a report of the Housing Finance Agency inventory regarding government
programs providing residential and commercial development assistance.

EDUCATION FUNDING
The Legislative Management studied state-level and local-level responsibility for the equitable and adequate
funding of elementary and secondary education in this state. The Legislative Management recommends Senate Bill
No. 2031 to establish per student funding levels of $9,482 and $9,766 for the 2015-17 biennium, provide money for
school construction and districts having high numbers of English language learners, and through a recalibration of
weighting factors, provide additional money for professional development, at-risk students, English language learners,
alternative schools, and regional education associations.

The Legislative Management received reports regarding the financial condition of schools, school district employee
compensation, the status of the statewide longitudinal data system plan, requests for and waivers of accreditation
rules, requests for and waivers of statutory requirements governing instructional time for high school courses, student
scores on recent statewide tests of reading and mathematics, and the development, delivery, and administration of
comprehensive early childhood care and early childhood education in this state.

EMPLOYEE BENEFITS PROGRAMS

The Legislative Management exercised its statutory authority and solicited and reviewed multiple proposals
affecting retirement and health programs for public employees, obtained actuarial and fiscal information on each of
these proposals, and reported this information to each sponsor. The Legislative Management received periodic
reports from Human Resource Management Services on the implementation, progress, and bonuses provided by state
agency programs to recruit or retain employees in hard-to-fill positions. The Legislative Management received a report
from Human Resource Management Services on service awards, employer-paid cost of training costs or educational
courses, and employer-paid professional organization membership and service club dues for individuals.

ENERGY DEVELOPMENT AND TRANSMISSION

The Legislative Management studied the impact of a comprehensive energy policy for the state and the
development of each facet of the energy industry. The Legislative Management recommends Senate Bill No. 2032 to
create an oil and gas development strategic planning authority to develop a comprehensive strategic plan to address
oil and gas-affected communities' needs, with a focus on infrastructure needs. The Legislative Management
recommends Senate Bill No. 2033 to provide supplemental funding to political subdivisions when oil and gas tax
revenues exceed legislative forecast by providing an automatic trigger mechanism with an appropriation of
$200 million from the strategic investment and improvements fund if in the first six months of the biennium revenues
exceed the forecast by 20 percent. The Legislative Management recommends Senate Bill No. 2034 to create a sales
and use tax exemption for materials used for oil gathering pipelines. The Legislative Management recommends
Senate Bill No. 2035 to create a sales and use tax exemption for tangible personal property used for a fertilizer or
chemical processing facility. The bill is retroactive to include all of 2015. The Legislative Management recommends
Senate Bill No. 2036 to provide for an exemption from the coal conversion facilities privilege tax for beneficiated coal
used within a coal conversion facility and to remove the sunset on the sales and use tax exemptions for beneficiated
coal and the severance tax exemption for coal used in certain plants. The Legislative Management recommends
Senate Bill No. 2037 to increase the property tax valuation on wind generation units commenced before January 1,
2015, and completed before January 1, 2017, from 1.5 to 3 percent, to provide a grace period for the income tax credit
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relating to those wind towers, to remove the sunset on the sales tax exemption for wind, and to remove the $5 million
cap on the sales and use tax exemption for new coal mines located in this state.

The Legislative Management studied the establishment of an energy corridor, including the easements required to
make United States Highway 85 a four-lane highway corridor. The Legislative Management recommends House Bill
No. 1031 to transfer $75 million per biennium from the oil and gas production tax to the state highway fund for major
improvements and construction of highway corridors impacted by energy development with a priority for four lanes for
United States Highway 85.

The Legislative Management studied the permitting, regulation, siting of oilfield waste landfills, and the disposal of
waste related to oil and gas development. The Legislative Management recommends House Bill No. 1032 to raise the
deposit in the abandoned oil and gas well plugging and site reclamation fund from an amount not exceeding $5 million
to an amount not exceeding $10 million per year and raise the cap for the fund from $75 million to $100 million.

GOVERNMENT FINANCE
The Legislative Management studied methods to assure that the legacy fund provides the lasting benefits intended
by the voters in enacting the constitutional measure. The Legislative Management recommends House Bill No. 1033
to provide several definitions for constitutional provisions relating to the legacy fund and to clarify the process used to
determine limitations on expenditures from the legacy fund. The bill also provides that earnings transferred from the
legacy fund to the general fund at the end of a biennium are to be transferred back to the legacy fund and become
principal unless certain criteria are met.

The Legislative Management studied the feasibility and desirability of existing and possible state retirement plans,
including an analysis of both a defined benefit plan and a defined contribution plan with considerations and possible
consequences for transitioning to a state defined contribution plan. The Legislative Management recommends Senate
Bill No. 2038 to provide for changes to the main state employee retirement plan to require eligible employees hired for
the first time after December 31, 2015, to enroll in the defined contribution plan under Chapter 54-52.6, rather than the
defined benefit plan. State employees currently in the defined benefit plan and those hired before January 1, 2016,
who elect to participate in the defined benefit plan will continue to participate in the defined benefit plan. However,
during the last six months of 2016, a state employee participating in the defined benefit plan may make an irrevocable
election to transfer to the defined contribution plan. The bill also changes the vesting period for employees
participating in the defined contribution plan to allow for participants to fully vest in employer contributions after one
year of service instead of four.

The Legislative Management studied the foundation aid stabilization fund, including anticipated growth in the fund,
appropriate funding levels, options for the disposition of excess funding if appropriate funding levels are exceeded, the
reallocation of oil extraction taxes currently being deposited in the fund, and the feasibility and desirability of proposing
changes to the constitution relating to the foundation aid stabilization fund. The Legislative Management recommends:

e House Bill No. 1034 to clarify the use of the foundation aid stabilization fund and budget stabilization fund for
state school aid payments in the event of a general fund revenue shortfall.

e Senate Concurrent Resolution No. 4003 to amend Article X, Section 24, of the Constitution of North Dakota to
permit the Legislative Assembly to appropriate or transfer any principal balance in the foundation aid
stabilization fund in excess of 15 percent of the general fund appropriation for state school aid for the most
recently completed biennium, for the purpose of making low-interest loans for school construction projects,
addressing existing or anticipated unfunded benefit obligations of state retirement funds, or other education-
related purposes.

e Senate Bill No. 2039 to establish a school construction assistance loan fund and a public employee retirement
stabilization fund and provide for a contingent transfer of $250 million into the school construction assistance
loan fund and a contingent transfer of $200 million into the public employee retirement stabilization fund.

The Legislative Management studied the process of appropriating funds for salaries and wages and the state's
classification system, including the feasibility and desirability of appropriating a lump sum amount to each agency for
salaries and wages without identifying specific purposes for the funding and allowing the agency head the flexibility to
use the funding as necessary to accomplish the duties and responsibilities of the agency, and the effect of this change
on the state's classification and benefits system and on the process of reporting by the agency on its use of the funds
to the Legislative Assembly.

The Legislative Management studied the feasibility and desirability of establishing a maximum state contribution to

the cost of state employee health insurance premiums. The Legislative Management recommends House Concurrent
Resolution No. 3003 to continue the study of state employee health insurance premiums, including a review of the
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feasibility and desirability of the state health plan retaining its grandfathered status under the federal Affordable Care
Act.

The Legislative Management reviewed the State Board of Higher Education’'s activities relating to any agreement or
financing associated with the purchase of the Research Enterprise and Commercialization building from the University
of North Dakota Research Foundation on the campus of University of North Dakota.

The Legislative Management reviewed state budget information, including monitoring the status of revenues and
appropriations, reviewing the 2013-15 revised and preliminary 2015-17 biennium revenue forecasts, and receiving
updates on potential major budget issues for the 2015-17 biennium.

GOVERNMENT SERVICES
The Legislative Management studied facility needs of state agencies in the Bismarck area. The Legislative
Management recommends Senate Bill No. 2040 to provide an appropriation to the Office of Management and Budget
to develop a master plan for all state agencies with a physical location in the Bismarck area.

The Legislative Management studied the use of structures and property of the James River Correctional Center and
the State Hospital. The Legislative Management recommends Senate Bill No. 2041 to provide an appropriation to the
Department of Human Services to develop a master plan in conjunction with the Department of Corrections and
Rehabilitation for the State Hospital and the James River Correctional Center.

The Legislative Management studied current state and federal benefits available to North Dakota veterans. The
Legislative Management recommends Senate Bill No. 2042 to provide a state income tax deduction for military
retirement pay.

The Legislative Management received reports on the Committee on Employment of People with Disabilities, the
Department of Corrections and Rehabilitation's plan to move the Missouri River Correctional Center to a site adjacent
to the Youth Correctional Center, the projected costs to write, publish, and distribute a record of all North Dakota
veterans, and the service dog training program.

HEALTH CARE REFORM REVIEW

Through three studies, the Legislative Management studied the immediate needs and challenges of the North
Dakota health care delivery system, implementation of the Healthy North Dakota initiative, Medicaid reform, and
feasibility of developing a plan for a private health care model that will comply with federal health care reform; studied
health care reform options, including the implementation of the federal Affordable Care Act (ACA) if the federal law
remains in effect and state alternatives for state-based health care reform if the federal law is repealed; and studied
the effects of the ACA due to the dramatically changing health care system in the state, including alternatives to the
ACA and the Medicaid Expansion provisions to make health care more accessible and affordable to the citizens of the
state.

The Legislative Management recommends House Bill No. 1035 to provide for the Legislative Management to
continue its ongoing study of the needs and challenges of the North Dakota health care delivery system. The study
may include monitoring the implementation of ACA, examining Medicaid Expansion and Medicaid reform, and
considering the feasibility of developing a state-based plan for a health care model that will comply with federal health
care reform.

The Legislative Management recommends House Bill No. 1036 to direct the State Department of Health during the
2015-16 interim to evaluate state programs to assist health professionals, including behavioral health professionals,
with a focus on state loan repayment programs for health professionals and make periodic reports to the Legislative
Management on the outcome of the study, including presentation of recommended legislation.

The Legislative Management recommends House Bill No. 1037 to direct the Department of Human Services during
the 2015-16 interim to study options for implementing income-based cost-sharing provisions for the Medicaid and
Medicaid Expansion programs and report to the Legislative Management the outcome of the study and the associated
legislative recommendations and related draft legislation.

The Legislative Management recommends House Bill No. 1038 to provide Public Employees Retirement System
(PERS) uniform group insurance must provide medical benefits coverage under a policy that provides coverage for
health care services provided by a health care provider or health care facility by means of telemedicine which are the
same as the policy coverage of in-person health care services provided by a health care provider or health care facility.
The mandate is limited to the PERS system, the mandate expires in two years, the bill directs PERS to study the
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impact of the bill during that two-year period, and the bill directs PERS to introduce to the 65" Legislative Assembly a
bill to extend the mandate of coverage to the private health insurance market.

The Legislative Management recommends House Bill No. 1039 to amend the group health policy mandate for
substance abuse coverage. The bill would apply the substance abuse coverage requirements to all health insurance
policies, would remove the coverage requirement formulas for different types of substance abuse services, and
clarifies that required coverage must include inpatient treatment, treatment by partial hospitalization, residential
treatment, and outpatient treatment.

The Legislative Management recommends House Bill No. 1040 to provide for revision of the involuntary
commitment proceeding law to update the language and to expand the statutory authority of advanced practice
registered nurses to authorize advanced practice registered nurses to act as independent expert examiners in
involuntary commitment proceedings.

The Legislative Management recommends House Bill No. 1041 to amend the Medicaid Expansion law to provide if
the Department of Human Services implements the Medicaid Expansion program through a contract with a private
carrier, the department shall issue one request for proposal for the health insurance component of Medicaid Expansion
and shall issue one request for proposal for the pharmacy benefit management component of the Medicaid Expansion
or shall provide the pharmacy benefit management services through the Department of Human Services. The bill
provides if the pharmacy benefit management component is not provided through the Department of Human Services,
the contract between the department and the pharmacy benefit manager must include specified provisions that
address passthrough pricing, transparency, and audit provisions.

HEALTH SERVICES

The Legislative Management studied how to improve access to dental services and ways to address dental service
provider shortages, including the feasibility of utilizing mid-level providers, whether the use of incentives for dental
service providers to locate in underserved areas in the state may improve access, and whether the state's medical
assistance reimbursement rates impact access to dental services. The study included a review of state dental care
programs, dental service provider programs, the dental health workforce, access to dental services, and various
proposals to improve access to dental services. The Legislative Management recommends Senate Concurrent
Resolution No. 4004 directing the Legislative Management to continue to study dental services in the state, including
the effectiveness of case management services and the state infrastructure necessary to cost effectively use mid-level
providers to improve access to services and address dental service provider shortages in underserved areas of the
state.

The Legislative Management studied the comprehensive statewide tobacco prevention and control plan used in this
state. As part of the study, the Legislative Management received a single assessment of programs administered by
the Tobacco Prevention and Control Executive Committee and the State Department of Health, including funding
sources for the programs, service providers, areas and populations served by the programs, effectiveness of the
programs on improving the health and policy environment in the state, and how the comprehensive statewide tobacco
prevention and control programs provided by the two agencies address the Native American population on the Indian
reservations. The Legislative Management makes no recommendation as a result of its study of the comprehensive
statewide tobacco prevention and control plan used in this state.

The Legislative Management studied the feasibility and desirability of community paramedics providing additional
clinical and public health services, particularly in rural areas of the state, including the ability to receive third-party
reimbursement for the cost of these services and the effect of these services on the operations and sustainability of the
current emergency medical services system. As part of the study, the Legislative Management received updates
regarding a community paramedic pilot project, including information regarding training, licensing, supervision,
services, and reimbursement. The Legislative Management recommends Senate Bill No. 2043 to require the
Department of Human Services adopt rules entitling licensed community paramedics to payment for health-related
services provided to recipients of medical assistance, subject to limitations and exclusions the department determines
necessary consistent with how limitations are set for other medical assistance services.

The Legislative Management studied the funding provided by the state for autopsies and state and county
responsibilities for the cost of autopsies, including the feasibility and desirability of counties sharing in the cost of
autopsies performed by the State Department of Health and the School of Medicine and Health Sciences. The study
included a review of the current system of death investigation in the state, county autopsy costs, various medicolegal
death investigation system funding models, and recommendations for improvements to the medicolegal death
investigation system in the state. The Legislative Management recommends House Concurrent Resolution No. 3004
directing the Legislative Management to continue to study medicolegal death investigation in the state and how current
best practices, including authorization, reporting, training, certification, and the use of information technology and
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toxicology, can improve death investigation systems in the state. In addition, the Legislative Management
recommends House Bill No. 1042 to provide appropriations to the State Department of Health for information
technology costs related to the electronic review of death records and for the reimbursement of travel costs related to
county coroner training and the planning of future coroner services in the state.

The Legislative Management received a report from the Insurance Commissioner regarding cost-benefit analyses
for bills mandating health insurance coverage during the prior legislative sessions. The Legislative Management
accepted the Insurance Commissioner's recommendation to continue to contract with Milliman and Associates to
conduct cost-benefit analyses during the 2015 legislative session.

The Legislative Management received reports from the:

e State Fire Marshal regarding a review of the effectiveness of test methods and performance standards for
cigarettes and any findings and recommendations for legislation to improve the effectiveness of the law on
reduced ignition propensity standards for cigarettes;

e Department of Human Services, State Department of Health, Indian Affairs Commission, and PERS regarding
goals and strategies to reduce diabetes in the state, including individual agency plans to reduce the incidence of
diabetes in the state, improve diabetes care, and control complications associated with diabetes;

e University System regarding a study the out-of-state programs in veterinary medicine, optometry, and dentistry,
including information regarding the accessibility of North Dakota students to the programs; the provision of state
funding for students attending the programs; the amount of debt incurred by students attending the programs;
and the state's short-term and long-term needs for dentists, optometrists, and veterinarians;

e Legislative Council regarding a survey of agency alcohol, drug, tobacco, and risk-associated behavior
prevention and treatment program expenditures during the 2011-13 biennium and funding budgeted for the
2013-15 biennium.

HIGHER EDUCATION FUNDING
The Legislative Management studied issues affecting higher education, including funding methods, intellectual
property policies and procedures, student affordability, and the use of open textbooks. The Legislative Management
recommends:

e The 64" Legislative Assembly exclude 2013-15 biennium appropriations for extraordinary flood and energy
development impact needs from the higher education funding formula and to provide a separate funding
allocation to campuses for extraordinary needs.

e The 64" Legislative Assembly provide funding to institutions to allow for 24/7 security coverage at campuses.

e House Bill No. 1043 to prohibit tuition increases at University System two-year institutions during the 2015-17
biennium and to provide a general fund appropriation of $2.5 million to offset the fiscal impact of the tuition
freeze.

e House Bill No. 1044 to increase the maximum student financial assistance grant award to $2,000 and to provide
a general fund appropriation of $30,690,000 which is estimated to be sufficient to provide grants to 8,000
full-time and part-time students. The bill draft also increases the amount of the academic and career and
technical education scholarships for new recipients to $1,000 per semester with a lifetime maximum of $8,000.
The bill provides a general fund appropriation of $17,426,748 for existing program recipients at the current
scholarship award amount and new scholarship recipients at the increased scholarship award amount.

The Legislative Management received reports from the University of North Dakota School of Medicine and Health
Sciences regarding the strategic plans, programs, and facilities of the School of Medicine; from tribally controlled
community colleges receiving a grant under Chapter 15-70 regarding the enrollment of students for which grant
funding was received; from Dickinson State University regarding the internal review report of special international
programs; from the Information Technology Department regarding the status of the statewide longitudinal data system;
from the State Board of Higher Education regarding the board's progress in implementing and administering Chapter
15-18.1 regarding authorization to operate postsecondary institutions; from the State Board of Higher Education
regarding distribution from the higher education performance funding pool; from the State Board of Higher Education
regarding higher education challenge grants distribution; and from the State Board of Higher Education regarding
North Dakota academic and career and technical education scholarships. The Legislative Management recommends
House Bill No. 1045 to require private postsecondary institutions to notify the State Board of Higher Education or
Board of Career and Technical Education of any changes to the institution's accreditation status. The bill also requires
private postsecondary institutions to notify current or potential students if a program or course complies with the
certification requirements of the appropriate professional board in the state.
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HUMAN SERVICES

The Legislative Management studied a comprehensive system of care for individuals with brain injury. The
Legislative Management recommends:

House Bill No. 1046 to provide appropriations to the State Department of Health for a traumatic brain injury
registry and to the Department of Human Services for traumatic brain injury registry marketing and training,
traumatic brain injury regional resource facilitation, and to expand brain injury services, including return to work
programming.

Senate Bill No. 2044 to provide an appropriation to the Department of Human Services for a traumatic brain
injury flex fund program.

House Bill No. 1047 to exempt providers of prevocational services licensed or certified by the Department of
Human Services from registering with the Labor Commissioner.

House Concurrent Resolution No. 3005 to provide for the Legislative Management to continue the study of a
comprehensive system of care for individuals with brain injury during the 2015-16 interim.

The Legislative Management studied behavioral health needs of youth and adults in North Dakota. The Legislative
Management recommends:

Senate Bill No. 2045 to provide an appropriation to the Department of Human Services for a voucher system for
addiction treatment services.

Senate Bill No. 2046 to provide medical assistance coverage for behavioral health services provided by licensed
marriage and family therapists and licensed professional clinical counselors, to direct the Department of Human
Services to develop an outcomes-based data system for behavioral health services, to provide an appropriation
to the Department of Human Services for adult and youth substance abuse treatment services, to provide an
appropriation to the Highway Patrol for mental health first aid training for state and local law enforcement
personnel, and to provide for a Legislative Management study of the structure and services of the Department of
Human Services during the 2015-16 interim.

House Bill No. 1048 to establish an oversight system and reciprocity language for behavioral health licensing
boards.

Senate Bill No. 2047 to expand the definition of qualified mental health professional as it relates to residential
treatment centers for children.

Senate Bill No. 2048 to provide appropriations to the Department of Human Services for an adult and youth
mental health assessment network and a pilot project to develop planning protocols for discharge or release of
individuals with behavioral health issues, to provide an appropriation to the Department of Public Instruction to
provide mental health first aid training for teachers and child care providers, and to provide for Legislative
Management studies of mental health screening and assessment programs for children and of behavioral health
needs of youth and adults.

House Bill No. 1049 to provide appropriations to the State Board of Higher Education, the Bank of North Dakota,
and the Department of Human Services for forgivable loans and grants relating to certain behavioral health
professionals.

Senate Bill No. 2049 to include licensed marriage and family therapists in the definitions of mental health
professional and mental health personnel, as they relate to commitment procedures and judicial remedies.

Senate Concurrent Resolution No. 4005 to provide for a Legislative Management study of judicial issues related
to behavioral health, including 24-hour hold, termination of parental rights, and court committals, during the
2015-16 interim.

The Legislative Management studied home and community-based services. The Legislative Management
recommends:

Senate Bill No. 2050 to prohibit the Department of Human Services from requiring an individual to apply for
services under the state's medical assistance program as a condition of being eligible to apply for services
under the service payments for elderly and disabled program.

House Bill No. 1050 to provide an appropriation to the Department of Human Services to assist communities to
establish organizations to provide volunteer-based services for elderly and disabled persons.

The Legislative Management received reports on the autism spectrum disorder plan, the autism spectrum disorder
voucher program pilot project, the children's health insurance program state plan, the grant to implement a certificate
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program that prepares individuals with autism spectrum disorder for employment in the technology sector, and the
impact of changing the eligibility requirements and reducing copay requirements for the child care assistance program.

INFORMATION TECHNOLOGY

The Legislative Management received reports from the Chief Information Officer and representatives of the
Information Technology Department regarding the department's annual report; major information technology projects;
prioritization of major computer software projects for the 2015-17 biennium; and health information technology
activities and from representatives of the University System regarding higher education information technology major
projects and security attacks. The Legislative Management studied Voice over Internet Protocol (VolP) service and
issues related to the development of the current radio communication plan and received the results of a desktop
support study, information technology hardware relocation and consolidation study, and an information technology
staffing analysis of the Department of Public Instruction.

The Legislative Management recommends:

e House Bill No. 1051 requiring all institutions under the control of the State Board of Higher Education to use
systemwide email and to retain all emails for five years and clarifying that the State Board of Higher Education
and the institutions under the control of the State Board of Higher Education are included in the state's records
retention policies.

e House Bill No. 1052 requiring the Chief Information Officer of the University System rather than the
commissioner of the State Board of Higher Education to coordinate with the Information Technology Department
and to report to the Information Technology Committee.

e House Bill No. 1053 requiring certain state agencies to obtain centralized desktop support services from the
Information Technology Department and requiring the department to make available five major desktop support
services for all state agencies, which include procurement services, information technology hardware inventory
management services, a standardized system to track user issues, antivirus software, and mobile device
management services.

e Senate Bill No. 2051 exempting the information technology hardware operated by the Attorney General's office
from consolidation and relocation and removing the ability of the Office of Management and Budget to grant
exemptions from the required use of hosting services and other information technology-related services
resulting in the relocation and consolidation of the information technology hardware operated by the Department
of Mineral Resources, Public Service Commission, and State Water Commission.

JUDICIARY
The Legislative Management studied the assessment of fees by courts, the feasibility and desirability of combining
various court fees, and whether courts should be mandated to impose fees established by statute. The Legislative
Management makes no recommendation as a result of this study.

The Legislative Management reviewed changes to the state's driving under the influence (DUI) laws under 2013
House Bill No. 1302, including whether double jeopardy issues exist as a result of the newly created offense for failure
to submit to testing and how the implementation of the bill affects the 24/7 sobriety program and the drug court option
for offenders. The Legislative Management recommends Senate Bill No. 2052, which makes several changes to the
use of the 24/7 sobriety program for adult and juvenile DUI offenders; limits the look-back period to 15 years for fourth
and subsequent DUI offenses; provides, for purposes of the administrative sanctions of suspension or revocation of an
operator's license, the DUI charge and the test refusal are deemed to be a single violation; provides a test is not
admissible in any proceeding if the law enforcement officer fails to inform the individual with the implied consent
information; requires the law enforcement officer to inform the individual that the individual may remedy the refusal if
the individual agrees to take a test after having first refused the test; and provides for the suspension of a portion of a
mandatory sentence if the defendant successfully completes a drug court program approved by the Supreme Court.

The Legislative Management studied the intellectual property policies and procedures at research universities
within the state, including consideration of the current and potential income generated through the commercialization
of intellectual property, and consideration of the best practices related to intellectual property, the federal Bayh-Dole
Act, and the federal Patent Reform Act of 2011. The Legislative Management makes no recommendation as a result
of this study.

The Legislative Management reviewed uniform Acts recommended by the North Dakota Commission on Uniform
State Laws.
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The Legislative Management recommends Senate Bill No. 2053 which makes technical corrections throughout the
Century Code.

The Legislative Management reviewed executive orders issued by the President of the United States which had not
been affirmed by a vote of the Congress and signed into law, to determine whether to recommend to the Attorney
General and the Governor that the executive order be further reviewed to determine the constitutionality of the order
and whether the state should seek an exemption from the order or seek to have the order declared to be an
unconstitutional exercise of legislative authority by the President. The Legislative Management makes no
recommendations for further review by the Attorney General and the Governor of any executive order issued between
May 2013 and August 2014.

The Legislative Management received the following six reports:

1. Areport from the Attorney General on the current status and trends of unlawful drug use and abuse and drug
control and enforcement efforts in this state.

2. An annual report from the Director of the Commission on Legal Counsel for Indigents containing pertinent data
on the indigent defense contract system and established public defender offices.

3. A biennial report from the Racing Commission regarding the operation of the commission.
4. A report from the Director of the North Dakota Lottery regarding the operation of the lottery.

5. A report from the Department of Human Services on services provided by the Department of Corrections and
Rehabilitation for individuals at the State Hospital who have been committed to the care and custody of the
Executive Director of the Department of Human Services.

6. A report on the status of gender balance on appointive boards, commissions, committees, and councils and
within the Governor's appointive cabinet for the 2013-15 biennium. North Dakota has 145 boards,
commissions, committees, and councils to which the Governor makes appointments.

LEGISLATIVE AUDIT AND FISCAL REVIEW

The Legislative Management received and accepted 158 audit reports prepared by the State Auditor's office and
public accounting firms. Among the audit reports accepted were two performance audits and evaluations from the
2013 regular legislative session--University System office staffing and water use monitoring and reporting policies and
procedures of the Water Appropriations Division of the office of the State Engineer; and two performance audits and
evaluations from the 2013-14 interim--water use permitting process of the Water Appropriations Division of the office of
the State Engineer and the Game and Fish Department's private land open to sportsman (PLOTS) program and the
department's compliance with laws, rules, and policies related to human resource and the use of resources.

The Legislative Management received information regarding three information technology audits--North Dakota
network and security, judicial branch Odyssey Case Management information system, and ConnectND Human Capital
Management information system.

The Legislative Management received information regarding the Department of Human Services' accounts
receivable writeoffs, University System improvements to financial reporting, Bank of North Dakota financial reporting
standards, State Auditor's office peer review, electronic viewing of audit reports, water permitting process in North
Dakota and Texas, Tobacco Prevention and Control Executive Committee Measure No. 3 funding compliance report,
and the Department of Financial Institution's examination of the Bank of North Dakota.

LEGISLATIVE PROCEDURE AND ARRANGEMENTS
The Legislative Management approved arrangements for the 2015 legislative session. The Legislative
Management approved various legislative space renovations, including relocating the Legislative Council library to the
Senate committee clerk area; remodeling of the existing library space into six offices; audio, visual, and technology
upgrades to the Senate and House conference rooms; and upgrades of Senate and House audio systems.

The Legislative Management adopted policies relating to legislative promotion expenses, legislator data plan
reimbursement, and legislator use of personal computers.

The Legislative Management recommends amendment of legislative rules to remove the requirement for leave of
the House to appoint a member to preside during an absence of the Speaker for a longer time than one day; clarify
that the limits on debate do not apply to the leaders and the chairman, nor to a spokesman designated by the
chairman; to provide that action that results in final disposition of a resolution must be taken by voice vote, except as
provided under Senate and House Rules 340 or when requested under Senate and House Rules 320 or 343; to restrict
the six sponsor limit to Senate bills or resolutions; to require Senate bills containing an appropriation clause to be
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introduced before the 11™ legislative day; and to require every hill and resolution referred to committee to be
scheduled for a hearing and a hearing to be held.

TAXATION

The Legislative Management studied the property tax system and reviewed rules relating to supervision and
training of assessment officials. The Legislative Management recommends Senate Bill No. 2054 to replace existing
assessor classifications with a single status of certified assessor. The bill requires all assessors to be certified and
requires 180 hours of training for certified assessors. The training requirements in the bill represent an increase in the
amount of training required for township assessors and assessors of cities under a 5,000 person population. The
deadline for assessors to receive certification under the new training requirements is 2017 to allow time for assessors
to complete additional training. The Legislative Management recommends House Bill No. 1054 to restrict use of
modifiers in agricultural property assessments to those contained in a single schedule of modifiers adopted by the
State Supervisor of Assessments. The bill provides that the single schedule of modifiers would be provided to all
assessors as well as a copy of guidelines regarding how modifiers must be applied and instructions on how to use
available soil survey resources. The bill requires a site inspection be conducted to confirm the existence of any
conditions warranting a modification prior to an approved modifier being applied to reduce the soil type valuation of an
area. The Legislative Management recommends Senate Bill No. 2055 to provide reporting requirements for electric
transmission, distribution, and generation companies. The bill requires electric generation company reports for
location and rated capacity of wind generators and grid-connected generators within counties. The bill requires the
reports be filed at the same time transmission and distribution company reports are required to be filed. The reporting
requirements take effect in 2016.

The Legislative Management studied applying property tax rates against true and full value of property. The
Legislative Management recommends House Bill No. 1055 to eliminate the use of mills in calculating property taxes.
The bill converts the numerous references within the Century Code regarding use of a number of mills for property tax
determinations into use of a number of cents per $1,000 of true and full value. The conversion would be effective
starting January 2016.

The Legislative Management studied controlling the growth of property tax levies, including an assessment of the
effectiveness of state-funded property tax relief and received reports on county use of allocations of oil and gas gross
production tax revenues and employment data used in determining oil and gas revenue allocations. The Legislative
Management recommends Senate Bill No. 2056 to provide for uniform language in provisions pertaining to levies
requested by unelected governing bodies. The bill clarifies that levies requested by unelected governing bodies are
subject to adjustment by the approving entity. The bill also provides authority for boards of county commissioners and
city governing bodies to request financial information from unelected governing bodies requesting approval of property
tax levies. The Legislative Management recommends House Bill No. 1056 to require rural fire districts to receive a
majority vote by mail ballot election before increasing its levy authority. The Legislative Management recommends
House Bill No. 1057 to provide for notice to property owners if the assessment on the owner's property increased by
10 percent and $3,000 from the assessment in the prior year. The notice requirements in the bill apply to city,
township, and county boards of equalization and provide that the entity making the increase is the entity that must
notify the owner. The bill also requires a local board of equalization to provide reasonable advance notice to a
property owner and opportunity for that property owner to appear if the board is considering increasing the assessment
on the property by 15 percent or more over the prior year's assessment. The Legislative Management recommends
House Bill No. 1058 to provide for notice of the time and place for public budget hearings to each owner of property in
a political subdivision if the political subdivision is considering a property tax levy increase in a greater number of mills
than a zero increase number of mills. The bill also allows for consolidated notices to be sent to property owners
owning more than one parcel of property in the taxing district. The bill eliminates the previous requirement for
newspaper publication of budget hearings. The Legislative Management recommends House Bill No. 1059 to extend
the 12 percent state-paid property tax credit. The bill appropriates $230 million for allocation of state-paid property
credit funds for the 2015-17 biennium.

The Legislative Management studied state economic development tax exemptions, including the desirability of
utilizing a regular review process to assess the effectiveness of those exemptions and received reports on the
activities of each angel fund in the state and a cost-benefit analysis during the 2013-14 interim of certain coal
severance tax exemptions. The Legislative Management recommends House Bill No. 1060 to provide for the sharing
of confidential information with the Department of Commerce by Job Service North Dakota and the Tax Department for
purposes of providing information to the Department of Commerce for evaluating tax incentives. The bill provides for
safeguards in restricting the use and disclosure of that information by the Department of Commerce. The Legislative
Management recommends Senate Bill No. 2057 to provide for regular review and evaluation of state economic
development tax incentives. The bill provides for review of each of the selected incentives every six years by an
interim committee designated by the Legislative Management. The bill also provides for specific factors to be taken
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into consideration when reviewing incentives and for committee authority to recommend legislation regarding
incentives.

The Legislative Management studied the effectiveness of local property tax exemptions and other economic
development incentives and received reports on state grantor and business tax incentives, renaissance zone progress,
and cities in which a renaissance zone is included in a tax increment financing district. The Legislative Management
also studied the forest stewardship tax. The Legislative Management makes no recommendations as a result of these
studies.

TRIBAL AND STATE RELATIONS
The Legislative Management conducted joint meetings with the Native American Tribal Governments' Task Force.
The Legislative Management studied taxation; education; tribal youth issues; Indian education issues; tribal health and
human services issues; central indexing and tribal voting identification; tribal housing and roads; water issues; tourism;
and tribal business development. The Legislative Management also received updates on Supreme Court committees
that address tribal and state court issues; the tribal college grant program; and the Board of University and School
Lands study of land surrounding Lake Sakakawea and Lake Oahe.

The Legislative Management received the biennial report on the implementation of the oil and gas tax agreement
with the Three Affiliated Tribes of the Fort Berthold Reservation.

The Legislative Management received a report from the State Department of Health on the status of the tribal public
health unit project.

The Legislative Management recommends House Concurrent Resolution No. 3006 to study the feasibility and
desirability of state, federal, and tribal collaboration in providing services for tribal youth in the state who are
adjudicated in tribal courts.

WATER TOPICS OVERVIEW

The Legislative Management studied the Red River Valley Water Supply Project, the State Water Commission
cost-share policy and prioritization guidance concept, the development and financing of municipal water projects, the
Western Area Water Supply Authority, and other water-related topics. The Legislative Management recommends
Senate Bill No. 2058 to prohibit the principal and income from the resources trust fund being available to the State
Water Commission, or any employees or appointees of the State Water Commission, for wages, salaries, and
operating expenses unless otherwise provided by law. The Legislative Management recommends House Bill No. 1061
to remove areas that already had been studied from the statutory duties of the Water Topics Overview Committee and
to provide that the committee may meet and work collaboratively with the State Water Commission.

WORKERS' COMPENSATION REVIEW

The Legislative Management exercised its statutory authority and reviewed the workers' compensation case of one
injured employee to determine whether changes should be made to the state's workers' compensation laws. The
committee may select up to four of the elements to be included in the quadrennial performance evaluation of
Workforce Safety and Insurance (WSI) and to receive the performance evaluation report and review any actions taken
resulting from the performance evaluation report. Under the directive of 2011 House Bill No. 1051 the committee
studied the WSI preferred provider program by including the topic as one of the four elements selected to be included
in the WSI performance evaluation.

The Legislative Management received from WSI a biennial report regarding compiled data relating to safety grants,
an annual report on pilot programs to assess alternative methods of providing rehabilitation services, and a report on
recommendations based on the safety audit of the Roughrider Industries work programs and the performance review
of the modified workers' compensation coverage program.

The Legislative Management recommends Senate Bill No. 2059 to provide that for workers' compensation wage
loss benefits, to establish that an employer made a job offer to an injured employee, the proof of offer of employment
must be established by an employer's written offer to the employee by registered mail.

The Legislative Management recommends Senate Bill No. 2060 to establish protocols that must be followed as a
prerequisite for WSI to cover chronic opioid therapy for injured employees. To qualify for coverage, the chronic opioid
therapy must be appropriate and meet specified requirements; the status of the injured employee must meet specified
requirements, such as have a diagnosis consistent with chronic pain; and the prescriber of the chronic opioid therapy
shall meet specified requirements, such as complying with documentation requirements and entering treatment
agreements with the injured employee.
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ADMINISTRATIVE RULES COMMITTEE

The Administrative Rules Committee is a statutory committee deriving its authority from North Dakota Century Code
(NDCC) Sections 54-35-02.5, 54-35-02.6, 28-32-17, 28-32-18, and 28-32-18.1. The committee is required to review
administrative agency rules to determine whether:

1. Administrative agencies are properly implementing legislative purpose and intent.
2. There is dissatisfaction with administrative rules or statutes relating to administrative rules.
3. There are unclear or ambiguous statutes relating to administrative rules.

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

The Legislative Management delegated to the committee its authority under NDCC Section 28-32-10 to distribute
administrative agency notices of proposed rulemaking and to establish standard procedures for agency compliance with
notice requirements, its authority under Section 28-32-07 to approve extensions of time for administrative agencies to
adopt rules, and its responsibility under Section 28-32-42 to receive notice of appeal of an administrative agency's
rulemaking action.

The committee is authorized under NDCC Sections 54-06-32 and 54-06-33 to approve rules adopted by Human
Resource Management Services authorizing service awards and employer-paid costs of training to employees in the
classified service.

Committee members were Representatives Bill Devlin (Chairman), Randy Boehning, Joshua A. Boschee, Robert
Frantsvog, Brenda Heller, Ben Koppelman, Kim Koppelman, Mark S. Owens, Mike Schatz, Peter F. Silbernagel, Blair
Thoreson, Nathan Toman, and Robin Weisz; and Senators John Andrist, Kelly M. Armstrong, Joan Heckaman, Jerry
Klein, and Connie Triplett.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the 64" Legislative
Assembly.

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

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

For rules scheduled for review, each adopting agency is requested to address:

1. Whether the rules resulted from statutory changes made by the Legislative Assembly.

2. Whether the rules are related to any federal statute or regulation. If so, the agency is requested to indicate
whether the rules are mandated by federal law or to explain any options the agency had in adopting the rules.

3. A description of the rulemaking procedure followed in adopting the rules, e.g., the time and method of public
notice and the extent of public hearings on the rules.

4. Whether any person has presented a written or oral concern, objection, or complaint for agency consideration
with regard to the rules. Each agency is asked to describe any such concern, objection, or complaint and the
response of the agency, including any change made in the rules to address the concern, objection, or
complaint and to summarize the comments of any person who offered comments at the public hearings on
these rules.
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5. The approximate cost of giving public notice and holding hearings on the rules and the approximate cost (not
including staff time) used in developing and adopting the rules.

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

7. Whether a written request for a regulatory analysis was filed by the Governor or an agency, whether the rules
are expected to have an impact on the regulated community in excess of $50,000, and whether a regulatory
analysis was issued. If a regulatory analysis was prepared, a copy is to be provided to the committee.

8. Whether a regulatory analysis or small entity economic impact statement was prepared as required by NDCC
Section 28-32-08.1. If a small entity impact assessment was prepared, a copy is to be provided to the
committee.

9. Whether the rules have a fiscal effect on state revenues and expenditures, including any effect on funds
controlled by the agency. Copies of any fiscal note are to be provided to the committee.

10. Whether a constitutional takings assessment was prepared as required by NDCC Section 28-32-09. If a
constitutional takings assessment was prepared, a copy is to be provided to the committee.

11. If the rules were adopted as emergency rules under NDCC Section 28-32-03, the agency is to provide the
statutory grounds from that section for declaring the rules to be an emergency and the facts that support the
declaration and a copy of the Governor's approval of the emergency status of the rules.

During committee review of the rules, agency testimony is required and any interested party may submit oral or written
comments. If no representative of the agency appears before the committee to provide testimony, the rules are required
by statute to be carried over for consideration and may be delayed in taking effect until a representative of the agency
does appear before the committee.

CURRENT RULEMAKING STATISTICS
The committee reviewed 1,383 rules sections and 2,116 pages of rules that were changed from January 2011 through
October 2012. Although there were substantially more sections reviewed, the rules comprised substantially fewer pages
than during the previous biennial period. Table A at the end of this report shows the number of rules amended, created,
superseded, repealed, reserved, or redesignated for each administrative agency that appeared before the committee.

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

Time Period Number of Sections
November 1986-October 1988 2,681
November 1988-October 1990 2,325
November 1990-October 1992 3,079
November 1992-October 1994 3,235
November 1994-October 1996 2,762
November 1996-October 1998 2,789
November 1998-November 2000 2,074
December 2000-November 2002 1,417
December 2002-November 2004 2,306
December 2004-October 2006 1,353
January 2007-October 2008 1,194
January 2009-October 2010 1,451
January 2011-October 2012 907
January 2013-October 2014 1,383

For committee review of rules at each meeting, the Legislative Council staff prepares an administrative rules
supplement containing all rules changes submitted for publication since the previous committee meeting. The
supplement is prepared in a style similar to bill drafts, with changes indicated by overstrike and underscore.
Comparison of the number of pages of rules amended, created, or repealed is another method of comparing the
volume of administrative rules reviewed by the committee. The following table shows the number of pages in
administrative rules supplements during designated time periods:

Time Period Supplement Pages
November 1992-October 1994 3,809
November 1994-October 1996 3,140
November 1996-October 1998 4,123
November 1998-November 2000 1,947
December 2000-November 2002 2,016
December 2002-November 2004 4,085
December 2004-October 2006 1,920
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Time Period Supplement Pages
January 2007-October 2008 1,663
January 2009-October 2010 2,011
January 2011-October 2012 2,399
January 2013-October 2014 2,116

Rule Review Schedule
Since September 2005, NDAC supplements have been published on a calendar quarter basis. The current
deadlines and effective dates are as follows:

Filing Date Committee Meeting Deadline Effective Date
August 2-November 1 December 15 January 1
November 2-February 1 March 15 April 1
February 2-May 1 June 15 July 1
May 2-August 1 September 15 October 1

COMMITTEE ACTION ON RULES REVIEWED
Repealing Obsolete Rules

Under NDCC Section 28-32-18.1, an agency may amend or repeal a rule without complying with the normal notice
and hearing requirements relating to adoption of administrative rules if the agency initiates the request to the
committee, the agency provides notice to the regulated community of the time and place the committee will consider
the request, and the agency and the Administrative Rules Committee agree the rule amendment or repeal eliminates a
provision that is obsolete or no longer in compliance with law and that no detriment would result to the substantive
rights of the regulated community.

Voiding or Carrying Over Rules
Under NDCC Section 28-32-18, the committee may void all or part of a rule if that rule is initially considered by the
committee not later than the 15" day of the month before the date of the NDAC supplement in which the rule change
appears. The committee may carry over consideration of voiding administrative rules for not more than one additional
meeting. This allows the committee to act more deliberately in rules decisions and allows agencies additional time to
provide information or to work with affected groups to develop mutually satisfactory rules. The committee may void all
or part of a rule if the committee makes the specific finding that with regard to the rule there is:

1. An absence of statutory authority;
2. An emergency relating to public health, safety, or welfare;

3. Afailure to comply with express legislative intent or to substantially meet the procedural requirements of NDCC
Chapter 28-32 for adoption of the rule;

4. A conflict with state law;
5. Arbitrariness and capriciousness; or

6. A failure to make a written record of an agency's consideration of written and oral submissions respecting the
rule under NDCC Section 28-32-11.

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

Rules Carried Over or Amended by Committee Approval

Rules of the Board of Registration for Professional Engineers and Land Surveyors were carried over by statutory
requirement because no representative of the agency was able to appear at the scheduled meeting. The committee
received testimony from an agency representative at the subsequent meeting and took no action regarding the rules.

At its final meeting before preparation of this report to the Legislative Management, the committee approved a
motion to carry over consideration of a portion of rules of the Education Standards and Practices Board, relating to a
requirement for a second major for certain special education majors. The committee will reconsider the rules at its
meeting in December 2014.
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Rules Voided by Committee
The committee did not void any rules submitted by administrative agencies from January 2013 through October
2014.
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TABLE A

Statistical Summary of Rulemaking
January 2013 Through October 2014 - Supplements 347 Through 354

Supplement
Title No. Agency Amend | Create | Supersede | Repeal | Special [ Reserved | Total
4 | 347 - JAN 13 | Office of Management and Budget 1 0 0 0 0 0 1
353 -JUL 14 18 2 0 6 0 0 26
4.5 | 353 - JUL 14 | Board of Addiction Counseling Examiners 12 0 0 0 0 0 12
7 | 348 - APR 13 | Agriculture Commissioner 9 3 0 5 0 0 17
354-0CT 14 1 4 0 0 0 0 5
8 |351-JAN 14 | Board of Architecture and Landscape 24 2 0 7 0 0 33

Architecture
10 |[347-JAN 13 [ Attorney General 3 0 0 0 0 0 3
348 - APR 13 4 0 0 0 0 0 4
351 -JAN 14 23 1 0 0 0 0 24
13 [ 347 - JAN 13 | Department of Financial Institutions 25 2 0 1 0 0 28
348 - APR 13 16 6 0 2 0 0 24
17 [ 352 - APR 14 | State Board of Chiropractic Examiners 1 0 0 0 0 0 1
24 |353-JUL 14 18 0 0 0 0 0 18
28 | 354 - OCT 14 | State Board of Registration for Professional 5 0 0 0 0 0 5
Engineers and Land Surveyors

30 | 347 -JAN 13 | Game and Fish Department 14 3 0 2 0 0 19
351 - JAN 14 10 0 0 0 0 0 10
33 | 347 - JAN 13 | State Department of Health 21 1 0 0 0 0 22
351 - JAN 14 11 10 0 6 0 0 27
352 -APR 14 15 0 0 0 0 0 15
37 | 352 - APR 14 | Department of Transportation 3 1 0 0 0 0 4
38 |349-JUL 13 | Highway Patrol 9 3 0 0 0 0 12
43 | 348 - APR 13 | Industrial Commission 17 20 0 1 0 0 38
349 - JUL 13 34 107 0 7 0 0| 148
352 - APR 14 36 5 0 0 0 0 41
45 [ 351 -JAN 14 | Insurance Commissioner 13 1 0 0 0 0 14
352 -APR 14 12 17 0 1 0 0 30
50 |349-JUL 13 | State Board of Medical Examiners 3 0 0 0 0 0 3
54 | 349 -JUL 13 | State Electrical Board 1 0 0 0 0 0 1
352 - APR 14 | Board of Nursing 84 16 0 16 0 o 116
55.5 | 352 - APR 14 | Board of Occupational Therapy Practice 8 4 0 1 0 0 13
60 |347 - JAN 13 | Pesticide Control Board 14 2 0 3 0 0 19
61 | 348 - APR 13 | State Board of Pharmacy 1 0 0 0 0 0 1
354-0CT 14 12 2 0 0 0 0 14
62 | 351-JAN 14 | State Plumbing Board 1 0 0 0 0 0 1
63 | 348 - APR 13 | Board of Podiatric Medicine 8 0 0 0 0 0 8
67.1 | 349 - JUL 13 | Education Standards and Practices Board 4 0 0 0 0 0 4
349 - JUL 13 4 0 0 0 0 0 4
354-0CT 14 13 1 0 0 0 0 14
69 | 348 - APR 13 | Public Service Commission 25 9 0 1 0 0 35
350 - OCT 13 0 0 0 2 0 0 2
354-0CT 14 1 0 0 0 0 0 1
69.5 | 350 - OCT 13 | Racing Commission 2 0 0 0 0 0 2
353 -JUL 14 1 0 0 0 0 0 1
71 |351-JAN 14 | Public Employees Retirement System 0 0 0 5 0 0 5
352 - APR 14 16 1 0 0 0 0 17
75 | 347 - JAN 13 | Department of Human Services 55 0 0 1 0 0 56
351 - JAN 14 25 0 0 1 0 0 26
352 - APR 14 72 20 0 0 0 0 92
353 -JUL 14 76 16 0 1 0 0 93
354-0CT 14 8 3 0 0 0 0 11
81 | 352 - APR 14 | Tax Commissioner 1 5 0 0 0 0 6
87 |351-JAN 14 | Board of Veterinary Medical Examiners 6 0 0 0 0 0 6
89 |[353-JUL 14 | State Water Commission 96 3 0 8 0 0| 107
92 | 352 - APR 14 | Workforce Safety and Insurance 14 0 0 0 0 0 14
93 | 350 - OCT 13 | Private Investigative and Security Board 3 0 0 0 0 0 3
96 | 348 - APR 13 | Board of Clinical Laboratory Practice 1 0 0 0 0 0 1
97 |353-JUL 14 | Board of Counselor Examiners 10 3 0 2 0 0 15
109 | 352 - APR 14 | Peace Officer Standards and Training 40 3 0 6 0 0 49
112 | 348 - APR 13 | Board of Integrated Health Care 0 54 0 0 0 0 54
113 | 351 - JAN 14 [ Information Technology Department 0 8 0 0 0 0 8
Total 960 338 0 85 0 0| 1383
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ADVISORY COMMISSION
ON INTERGOVERNMENTAL RELATIONS

The Advisory Commission on Intergovernmental Relations occupies a unique status among committees with
legislative membership. The commission differs from usual Legislative Management interim committees in its
membership, its permanent status, and its statutory authority to determine its own study priorities, in addition to
completing assigned studies.

The powers and duties of the commission are provided in North Dakota Century Code Section 54-35.2-02. Under
this section, the commission is free to establish its own study agenda of local government issues and to accept
suggestions from groups or individuals for study.

In conjunction with Section 54-35.2-02(4), Section 54-40.2-03 provides that a political subdivision entering a joint
powers agreement may file a copy of the agreement and the explanatory material with the commission to serve as a
resource for other political subdivisions in exploring cooperative arrangements.

Under Section 54-35.2-01(1), the commission consists of 12 members:

e The North Dakota League of Cities Executive Committee appoints two members.

e The North Dakota Association of Counties Executive Committee appoints two members.

e The North Dakota Township Officers Association Executive Board of Directors appoints one member.
e The North Dakota Recreation and Parks Association Board of Directors appoints one member.

e The North Dakota School Boards Association Board of Directors appoints one member.

e The Governor or the Governor's designee is a member.

¢ The Legislative Management appoints four members of the Legislative Assembly as members.

The Legislative Management designates the Chairman of the commission. All members of the commission serve a
term of two years.

The Legislative Management assigned to the commission the study directed in 2013 House Bill No. 1132, which
provides for a study of the feasibility and desirability of making political subdivision budget information accessible on
the state budget database website and finding better ways to inform taxpayers regarding political subdivision budget or
levy deliberations and regarding legislative property tax relief. In addition, the Legislative Management assigned to the
commission the study provided by Senate Concurrent Resolution No. 4023, which provides for a study of whether
political subdivisions can become more efficient and effective to reduce costs to taxpayers.

The commission members were Representatives Brenda Heller (Chairman) and Ron Guggisberg; Senators Dwight
Cook and Jessica K. Unruh; North Dakota League of Cities representatives Katie Andersen and Don Frye, who served
until he did not seek reelection, and Chris West who was appointed to replace Mr. Frye; North Dakota Association of
Counties representatives Vicki Kubat and Scott Ouradnik; North Dakota Township Officers Association representative
Kenneth Yantes, who served until Larry Syverson was appointed to replace Mr. Yantes; North Dakota Recreation and
Parks Association representative Mike Schwartz; North Dakota School Boards Association representative Dr. Jon
Martinson; and Governor's designee Brandi Pelham.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64™ Legislative Assembly.

POLITICAL SUBDIVISION BUDGET INFORMATION AND PROPERTY TAX RELIEF

Section 1 of 2013 House Bill No. 1132 directed a study of making political subdivisions budget information
accessible on the state budget database website and finding better ways to inform taxpayers regarding political
subdivision budget or levy deliberations and better ways to inform taxpayers regarding property tax relief. House Bill
No. 1132 as introduced would have required enhanced information to be provided in property tax statements. The
amendment to House Bill No. 1132, directing the study, incorporates consideration of an issue raised by 2013 House
Bill No. 1256, which, as introduced, would have required political subdivisions to submit budget information for
inclusion on the state budget database website.
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State Budget Database Website Use
The objective of 2013 House Bill No. 1256 was to expand the searchable state budget database. The proposed
expansion would have included annual budget information on the state website so that citizens could access the
budget of a city, county, or any other political subdivision to understand how their tax dollars were being spent. House
Bill No. 1256 failed to pass. Late in the 2013 legislative session, an amendment was added to House Bill No. 1015,
which, as enacted, created a new subsection to Section 54-44.1-18 providing as follows:

The governing body of each political subdivision may submit the annual budget adopted by the governing body
to the director of the budget. The director of the budget shall include on the office of management and budget
website any information submitted by a participating governing body of a political subdivision. The official who
submits the annual budget to the director of the budget may not submit any information that is confidential under
state or federal law. In lieu of submitting the annual budget adopted by the governing body to the director, any
participating governing body may provide to the director a publicly accessible internet link on which the annual
budget adopted by the participating governing body is available.

Informing Taxpayers of Budget and Levy Meetings and Property Tax Relief

Senate Bill No. 2036 was amended late in the 2013 legislative session to incorporate property tax reform issues
that had been discussed in connection with several other bills during the session. The common objective of much of
the legislative session discussion was providing taxpayers access to more understandable information on how
property taxes are determined and to encourage discourse between political subdivision governing bodies and
taxpayers in the budget and levy public hearings process. The property tax reform amendments added to Senate Bill
No. 2036 related primarily to assessment increase notices, property tax levy notices, and information contained in real
estate tax statements.

Section 57-12-09 provides if an assessor increases true and full valuation of any parcel by $3,000 or more and
10 percent or more of the last assessment, written notice of the amount of increase must be sent to the property
owner. Senate Bill No. 2036 added two new subsections providing:

2. The form of notice prescribed by the tax commissioner must require a statement to inform the
taxpayer that an assessment increase does not mean property taxes on the parcel will increase.
The notice must state that each taxing district must base its tax rate on the number of dollars raised
from property taxes in the previous taxable year by the taxing district and that notice of public
hearing will be mailed to the property owner if a greater property tax levy is being proposed by the
taxing district. The notice may not contain an estimate of a tax increase resulting from the
assessment increase.

3. The assessor shall provide an electronic or printed list including the name and address of the
addressee of each assessment increase notice required under this section to each city, county,
school district, or city park district in which the subject property is located, but a copy does not have
to be provided to any such taxing district that levied a property tax levy of less than one hundred
thousand dollars for the prior year.

Section 57-15-02.1 provides a taxing district may not impose a property tax levy in a greater number of mills than
the zero increase number of mills without publishing newspaper notice of the intended tax increase. Senate Bill
No. 2036 added a requirement that at least seven days before a public hearing on a property tax levy for more than a
zero increase number of mills, the governing body must provide mailed notice to each property owner in the taxing
district who received notice of an assessment increase for the taxable year under Section 57-12-09. The bill also
provided an adjustment for taxable year 2013 for determining the zero increase number of mills for a school district, to
reflect the property tax relief provided to reduce mill levies of school districts.

Section 57-20-07.1 was amended by Senate Bill No. 2036 to require the real estate tax statement sent by the
county treasurer to provide information identifying the property tax savings provided by the state and to include a line
item entitled "legislative tax relief" to identify the dollar amount of property tax savings realized by the taxpayer from
property tax relief provided by the Legislative Assembly under Chapter 15.1-27 and Section 57-20-07.2. The
amendment also created a provision that the form of the real estate tax statement to be used in every county must be
prescribed and approved for use by the Tax Commissioner.

Testimony and Discussion
State Website Database
The commission was informed that 30 counties have provided the Office of Management and Budget some form of
their budget that now appears on the state website. Space is provided for other political subdivision budgets, but
counties have been the only political subdivision to provide the information. The commission was informed that
although information is provided, it is very diverse in format and usability. The information is not searchable and each
budget does not contain the same information or the same format. The commission received information that traffic to
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the website has not yet been tracked by the Office of Management and Budget, although some counties have tracked
website hits and thus far traffic has been very low. The commission was informed that not all counties filed budgets on
the state website because financial responsibilities have increased and some counties are overwhelmed with duties.

Property Tax Assessors

The commission received information from a representative of the Tax Department that there are 1,340 organized
townships in the state and counties perform assessing duties for 508 of the townships and that townships perform their
own assessment duties for the other 832 townships with 511 assessors. Of the 356 incorporated cities, counties
perform the assessing duties for 147 cities and cities perform their own assessments for 209 cities with approximately
140 assessors.

The commission reviewed a bill draft under consideration by the interim Taxation Committee to require all
assessors to be certified and to impose uniform training requirements for all certified assessors. The bill draft would
require 180 hours of instruction in assessment issues to obtain certification as an assessor, which would be a
substantial increase in the amount of training required for township assessors and assessors of cities under
5,000 population.

The commission received testimony from supporters of the bill draft that increased standards were necessary to
ensure fair and uniform assessing across the state and were informed that current assessor training requirements
differ depending on the four levels of certification. Current training for township assessors and Class Il requires
24 hours of instruction. A Class | city assessor must complete 150 hours of instruction, and a county tax director must
complete 180 hours of instruction.

Proponents of the bill draft said improving the assessment system is essential to improving fairness of the property
tax. They said the best improvement to the assessment system would come from better training for assessors.
Comments on the bill draft expressed concern over the ability to find assessors willing to obtain the new certification
and the costs for political subdivisions associated with increased assessor training.

Tax Statements

The commission was informed that county tax statements are prepared in differing formats by different counties,
which results in confusion among taxpayers receiving statements from more than one county. Some counties show
the 2011 legislative property tax credit when comparing taxes from one year to the next, while other counties do not.
The commission was informed that a working group assembled by the Tax Department staff and including auditors
from across the state developed a standardized tax statement during this interim to be used by all counties for the
2015 tax statements. The statements are not uniform in appearance because of the different software vendors used
by counties, but the standardized statements will include the same basic information across all counties.

Township Zoning

The Township Officers Association requested consideration of a simplified means for a township to reacquire
zoning authority that was previously transferred to the county. A 1982 constitutional amendment provided that a
political subdivision may, by mutual agreement, transfer to the county any of its powers and may, in like manner,
revoke the transfer. The opinion concluded that a township that unilaterally transferred its zoning authority to the
county between 1955 and 1982 had no specific statutory provision to recover that zoning authority, but could enter a
joint powers agreement with the county to recover zoning authority.

The commission considered a bill draft to allow a township that unilaterally transferred its zoning authority to the
county before 1982 to enter a mutual agreement with that county to reacquire the zoning authority. The bill draft also
repeals Section 11-33-02, which permits unilateral transfers, because those transfers are no longer valid after the 1982
constitutional amendment.

Park District Purchases

The Recreation and Parks Association requested consideration of bidding requirements imposed for park districts,
which sometimes interfere with attempts to save money by joint purchasing of equipment with a city. The commission
was informed that park districts must seek bids for acquisition of equipment and other nonbuilding purposes over
$25,000. Cities and other political subdivisions must seek bids for building projects exceeding $100,000, but there is
not a statutory bid requirement for equipment purchases by the city. The commission was informed that it appears
cities are free to set bid requirements for equipment by ordinance. After further discussion among member park
districts, the Recreation and Parks Association suggested that these concerns could be resolved without legislation.

Bond Issue and Excess Levy Elections

The commission reviewed a bill draft under consideration by the interim Taxation Committee to provide that
elections seeking voter approval of political subdivision authority to increase property taxes or issue bonds must be
held in conjunction with a statewide primary or general election. It was suggested the option of calling for special
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elections to increase property taxes or considering bond issues often results in elections with low voter turnout and
little public awareness.

A representative of the North Dakota School Boards Association expressed the association's opposition and said
the change would be an infringement on local control. It was also pointed out that the 2014 primary election had a
lower turnout than recent special elections.

Notice to Taxpayers

The commission reviewed a bill draft under consideration by the interim Taxation Committee, which would eliminate
the requirement of newspaper publication of notice of budget hearings if greater than a zero increase tax rate is being
considered. The bill draft requires notice to be provided to every taxpayer by personal delivery, mail, or by electronic
mail, if the owner consents to receive notice by electronic mail. The bill draft provides that a consolidated notice be
allowed for an individual or entity owning more than one parcel of taxable property. Existing law requires notice by the
governing body in the newspaper and to taxpayers by mail if the taxpayer received a notice of an assessment
increase, and the fact that only some taxpayers receive notice has been a source of confusion.

The commission reviewed a bill draft under consideration by the interim Taxation Committee, which would provide
that, at any point, when a property's assessment is increased more than 10 percent and $3,000 from the prior year, the
entity that made the increase, including a city, township, or county board of equalization, must notify the property
owner. The hill draft provides that, if the local board of equalization is considering an increase that would make the
assessment 15 percent or more above the previous year's assessment, the board must provide reasonable advance
notice and opportunity to appear for the property owner. Current law requires notice to property owners at the same
threshold of a 10 percent increase of more than $3,000, but that notice is required only if the assessor makes the
increase and no notice is required if a local board of equalization makes an assessment increase above the threshold.

Unelected Boards

There are numerous sections of law providing for levy by the board of county commissioners or the city governing
body as requested by an unelected board or commission. The commission reviewed a bill draft under consideration by
the interim Taxation Committee, which would have allowed the city or county governing bodies to specify what
information must be submitted with a levy request. The bill draft provides that levies requested by unelected governing
bodies should use uniform terminology to ensure each such governing body provides necessary information and a
request for a levy, but the final authority to make the levy belongs to the elected board of county commissioners or city
governing body. The bill draft also provides that a public hearing on each levy request must be held by the city or
county.

Financial Reports

The commission considered a study resolution draft to study the financial reports political subdivisions are required
to provide to determine whether reports are being used or if reports should be used, consolidated, or eliminated. It is
difficult to compare current reports because each county compiles reports in a different format.

Electric Transmission Reports

The commission was informed that there is no statutory reporting requirement for electric generation company
reports for location and rated capacity of wind generators and grid-connected generators within counties. The
commission considered a bill draft under consideration by the interim Taxation Committee which provides statutory
language to require electric generation company reports for location and rated capacity of wind generators and grid-
connected generators within counties to be filed at the time transmission and distribution company reports are required
to be filed.

Property Tax Credit

The commission considered a bill draft to provide a continuation of the 2013 state-paid credit of 12 percent of
property taxes levied by a taxing district. The commission was informed the estimated cost for the 2015-17 biennium
is $230 million and an appropriation of that amount is included in the bill draft. The interim Taxation Committee also
reviewed the bill draft.

Recommendations
The commission recommends Senate Bill No. 2054 requiring all assessors to be certified and to impose uniform
training requirements for all certified assessors, effective August 1, 2017. The interim Taxation Committee also
considered and recommended the same bill.

The commission recommends Senate Bill No. 2024 to allow a township that unilaterally transferred its zoning
authority to the county to enter a mutual agreement with that county to reacquire the zoning authority.
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The commission recommends Senate Concurrent Resolution No. 4001 directing a study to examine the financial
reports political subdivisions are required to provide.

The commission recommends Senate Bill No. 2055 to require electric transmission reports. The bill would become
effective in 2016. This bill was also recommended by the interim Taxation Committee.

The commission recommends House Bill No. 1059 to provide a continuation of the state-paid property tax credit.
This bill was also recommended by the interim Taxation Committee.

POLITICAL SUBDIVISIONS EFFICIENCY STUDY

Senate Concurrent Resolution No. 4023 (2013) directs the study of whether political subdivisions can become more
efficient and effective to reduce costs to taxpayers. The resolution states North Dakota ranks first among states in the
number of local government elected officials and units of local government. The resolution states, on the basis of
governmental units per 10,000 population, North Dakota has over six times the governmental units of Minnesota, over
three times the governmental units of Montana, and almost two times the governmental units of South Dakota. The
resolution states an appropriate balance must be determined between the desire for accessibility of local government
and the cost taxpayers are willing to bear to maintain the current level of governmental units and officials. The
resolution states local government representatives should have a forum to suggest measures to make local
government more efficient and effective to reduce costs to taxpayers.

Political subdivisions are created under statutory authority and have only those powers specifically provided to
them by statute. To enter an agreement with another political subdivision to jointly exercise powers to achieve
efficiency requires specific statutory authorization. In addition to specific provisions for joint exercise of governmental
powers, two provisions of law provide general authority for cooperative efforts of political subdivisions. The general
grants of authority are contained in Article VII, Section 10, of the Constitution of North Dakota, and in
Section 54-40.3-01.

In addition to specific statutory authorization for certain types of governmental cooperation, political subdivisions
are granted broad constitutional and statutory authority to jointly perform any function that they may individually
perform under law. The number of statutory provisions providing for joint functions of political subdivisions may raise
some questions of interpretation, but it appears there are very few restraints on the authority of political subdivisions to
jointly perform functions. The 1987-88 interim Political Subdivisions Committee, which recommended the legislation
that created the commission, stated in its final report:

The committee finds that existing constitutional and statutory law provides adequately for cooperative or joint
functions of political subdivisions.  The committee recommends that the Advisory Commission on
Intergovernmental Relations make this issue a standing concern and attempt to provide information and
encourage cooperative efforts among political subdivisions.

Testimony and Discussion

County Superintendent of Public Schools

The position of county superintendent of public schools can be traced back to territorial days. The Laws of the
Territory of Dakota, as enacted in 1879, provided for the election of county superintendents, in the same manner as
other county officials. At the time, the county superintendent of public schools was given statutory duties related to the
creation of new school districts and the restructuring of existing district boundaries. Beginning in 1989, a county
superintendent of schools was to be "selected" by the school board presidents of districts headquartered in the county
and approved by the board of county commissioners. The county superintendent had administrative responsibility for
all schools in the county, except those in districts that employed their own superintendent. That same year, counties
were given the statutory authority to engage in the joint employment of a county superintendent of schools. In 1995,
the board of county commissioners was given authority not to employ a county superintendent of schools and to
designate someone to perform the statutory duties of the superintendent and, since 1995, 33 counties have opted to
designate the statutory duties of the county superintendent.

Testimony from county superintendents of schools and persons designated to perform those duties regarding the
current role of county superintendent of schools illustrated that each county's approaches to duties of county
superintendent are slightly different. The commission was informed that some share emergency management duties
and others fill other county roles to maintain either full-time or part-time employment status.

The commission received testimony from a representative of one of the regional education associations regarding
the role of the eight regional education associations across the state. The commission was informed that the
associations act as supporting agencies by providing professional development, technology, technological support,
data systems, and curriculum enrichment. The education associations are funded through grants, a portion of the
foundation aid payments to school districts, and membership fees from districts across the state.
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County Jails and Detention Facilities

The commission received information from a representative of the Department of Corrections and Rehabilitation
regarding county and multicounty jails and juvenile detention facilities. The commission was informed that a county is
responsible for housing individuals who commit a crime in the county. Counties must consider many factors in
determining when expansion of jails and detention facilities is necessary. A primary concern relates to safety,
particularly relating to traveling long distances for incarceration or detention. The commission was informed that not all
jails operate under the same financial structure and capacity is based on the number of inmates and the type of
offender. It appears that the cost of jail and detention facilities is a cost over which counties can exert little control.
When the level of incarcerations and detentions unexpectedly increases, the county has options, but all of them are
based on the reality of increased cost.

Rural Fire Districts

The commission received information from the State Fire Marshal relating to rural fire protection district formation
and functions. Fire departments function within city boundaries and rural fire departments function within specified
boundaries. A rural fire protection district can encompass a complete city and areas outside the city. However, a city
department cannot extend beyond city boundaries. The commission was informed some areas of the state are not
covered by fire protection, including national grasslands, some land along the Missouri River, an area including the city
of Mandaree, and areas in Sioux County.

Uniform Accounting System

The commission received a suggestion from a county auditor that North Dakota should require use of a uniform
chart of accounts, or uniform accounting system, as is required in Minnesota and several other states. The
commission received information that creating a uniform accounting system is feasible, but the implementation may be
challenging in the smaller counties. The commission was informed that legislation would be necessary to implement a
uniform accounting system and to provide the authority to enforce such a system. A representative from the State
Auditor's office said a uniform system is feasible, but pointed out that substantial training would be necessary. The
commission reviewed financial statements and audits from different political subdivisions and found that comparing
county data is difficult. Each political subdivision has a slightly different method of accounting and documenting
budgets and audits, particularly with regard to ending fund balances. The commission received information that
several states across the country have implemented uniform accounting systems.

Jurisdiction and Powers of Political Subdivisions

The commission was informed that determining which political subdivisions have levy authority and which boards
are appointed or elected is a complicated task. The commission received information that there are numerous
different statutory references to political subdivisions within Century Code, which may lead to confusion when
distinguishing those with policymaking authority from those with only administrative authority.

The commission considered a study resolution draft to examine the various different references to political
subdivisions currently in law and consider whether it is possible to create more specific definitions and references
based on whether the governing body of a political subdivision is elected or appointed.

Township Culverts

The commission received testimony from a representative of the Department of Transportation regarding the road
and stream crossing standards as applied to culvert replacement. The commission was informed that the intent of the
road and stream crossing standards is to allow water to flow naturally, minimizing the impact a roadway has on the
natural discharge patterns. The intent is when there is a construction project on a particular roadway, the culverts
would be replaced, eventually leading to all roadways undergoing construction. The commission received testimony
from a representative of the State Water Commission indicating it does not have funds for the purpose of replacing
culverts. The commission was informed the State Water Commission does cost-sharing on assessment drains, which
often include culverts.

Energy Efficiency

The commission considered a bill draft that would have provided for cities to establish special assessment districts
for energy efficiency improvements in residential buildings. The commission was informed that participation in the
program would be voluntary. It was suggested that the program would address the needs of homeowners who cannot
afford to finance energy efficiency improvements on their own and allow a city to encourage energy efficiency projects.

Recommendation
The commission recommends Senate Concurrent Resolution No. 4002 to examine statutory references to political
subdivisions to determine the feasibility of distinguishing elected and unelected governing boards and clarifying lines of
authority among political subdivisions.
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AGRICULTURE COMMITTEE

The Agriculture Committee was assigned three studies.

Section 7 of 2013 House Bill No. 1026 directed a continued study of North Dakota Century Code provisions that
relate to agriculture, for the purposes of eliminating provisions that are irrelevant or duplicative, clarifying provisions
that are inconsistent or unclear in their intent and direction, and rearranging provisions in a logical order.

Section 10 of 2013 House Bill No. 1009 directed a study of the North Dakota Milk Marketing Board. Specifically,
the committee was to examine the board's structure; its statutory duties; the manner in which it prescribes and
regulates producer, distributor, and retail prices throughout the state; the manner in which it investigates and resolves
concerns regarding the price and availability of milk throughout the state; and any policy or regulatory changes that the
board has implemented, in order to address pricing issues and the availability of milk in the western portion of this
state. The study was also to address whether the continued regulation of the Grade A dairy industry is best
accomplished by the board in its current form and operating under its current statutory directives, whether changes are
needed to the board or its statutory directives, and whether there are other methods by which the desired results could
be effectively and efficiently achieved.

Section 2 of 2013 House Bill No. 1154 directed a study of those provisions of the Century Code that relate to
professional soil classifiers, including their qualifications and examinations, and the powers and duties of the State
Board of Registration for Professional Soil Classifiers, for the purpose of recommending changes to laws that are
irrelevant, inconsistent, illogically arranged, or unclear in their intent and direction.

The committee was directed to receive a report from the State Board of Agricultural Research and Education,
regarding its annual evaluation of research activities and expenditures and a report from the Advisory Committee on
Sustainable Agriculture, regarding the status of the committee's activities.

The committee was also directed to receive, from representatives of agricultural production groups, information
regarding the effects of 2013 Senate Bill No. 2211 on various sectors of the agricultural industry, together with any
suggestions for potential statutory changes. Senate Bill No. 2211 pertained to the treatment of animals.

Committee members were Representatives Jim Schmidt (Chairman), Bill Amerman, Tracy Boe, Chuck Damschen,
Bob Hunskor, Dennis Johnson, Dwight Kiefert, Diane Larson, David S. Rust, Wayne Trottier, and Margaret Wall and
Senators Bill L. Bowman, Jim Dotzenrod, Robert Erbele, Larry Luick, and Joe Miller. Representative John Wall served
as a member of the committee until his death in July 2014.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64" Legislative Assembly.

REWRITE OF CENTURY CODE
PROVISIONS RELATING TO AGRICULTURE
Objectives and Scope of Committee's Efforts

The Century Code contains more than 90 chapters that pertain to agriculture. Many of the sections within those
chapters contain material that is irrelevant, duplicative, inconsistent, illogically arranged, or otherwise unclear in its
intent and direction. Ultimately, neither the agencies charged with administering the laws nor the members of the
public to whom the laws apply have due notice of the requirements and expectations placed upon them. In 2007,
against this backdrop, the Legislative Assembly called for a detailed examination of the state's agriculture laws, with
the ultimate goal being to clean up, clarify, and consolidate the multitude of statutory directives within that topic area.

When the 2007-08 interim Agriculture Committee began its work, the committee determined that the nature and
extent of the rewrite made amending current sections of the Century Code virtually impossible. The committee
therefore directed that the rewrite create a new title that could accommodate the vast array of agricultural subjects and
concepts in an organized and comprehensible fashion. To date, interim Agriculture Committees have rewritten the
laws pertaining to noxious weeds, 12 agricultural commodity boards and commissions, agricultural seed, vegetable
seed, flower seed, tree seed, seed potato control areas, potato certification, livestock branding, estrays, livestock
dealers, and wool dealers. The 2013-14 Agriculture Committee undertook a rewrite of the laws pertaining to ginseng
and apiaries. In conjunction with its studies of the North Dakota Milk Marketing Board and professional soil classifiers,
the committee determined that any bills recommending changes to those chapters should likewise conform to the
intent of the rewrite effort.
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The 2013-14 committee supported the general premise that served as a guide for previous committees involved in
rewriting existing statutes--i.e., that the goal was not to change policies that had been put in place by previous
Legislative Assemblies, but rather to craft legislation that would clearly articulate rights, duties, obligations, and
consequences and accurately reflect the manner in which business is conducted.

Ginseng

Background

American ginseng is a perennial plant generally found in the forested areas of the eastern United States. It is
highly prized in east Asia because of its medicinal properties and is believed to lower blood pressure and cholesterol,
reduce stress, and enhance strength. Ginseng requires full shade, approximately 40 inches of precipitation annually,
and a highly organic soil with a low pH balance. Seeds take approximately 18 months to germinate and plants must
grow for three to five years before they can be harvested. The annual value of ginseng grown in the United States is
estimated to be $27 million.

Because of overharvesting in the 1970s, ginseng is now protected under the Convention on International Trade in
Endangered Species of Wild Fauna and Flora. This multilateral treaty is enforced in the United States by the Fish and
Wildlife Service, which allows each state to regulate the harvest and trade of ginseng.

North Dakota has had a regulatory program in place since 1991. The program requires the registration of growers
and dealers, provides for shipping certificates and various reporting forms, and authorizes inspections and
enforcement actions. However, in the 23 years since the regulatory program was enacted, North Dakota has never
reported a harvest. In fact, during that period, there have been only two registered growers and no registered dealer.

Considerations - Conclusions

The committee questioned whether it is necessary to maintain an unused regulatory program and ultimately
concluded that, due to an apparent lack of interest in growing ginseng, the existing language should be removed from
the Century Code. However, the committee determined that, in the event an individual should ever wish to grow and
market ginseng, the Agriculture Commissioner should be authorized to provide for the registration of persons buying
and selling ginseng, the creation and maintenance of records, inspection requirements, and the issuance of any
certificate or other documents required in accordance with state or federal law. Such an approach accommodates the
various authorizations that a state must have, according to the Convention on International Trade in Endangered
Species of Wild Fauna and Flora, in order to regulate ginseng.

Recommendation
The committee recommends House Bill No. 1026 to rewrite those portions of the Century Code that pertain to
ginseng.

The following cross-reference tables indicate the sources and placement of the proposed content.

Current Section Proposed Section
4-39-01 4.1-17-01
4-39-02 4.1-17-01
4-39-03 4.1-17-01
4-39-04 4.1-17-01
4-39-05 4.1-17-01
4-39-06 4.1-17-01
4-39-07 4.1-17-01
Proposed Section Current Section
4.1-17-01 4-39-01
4-39-02
4-39-03
4-39-04
4-39-05
4-39-06
4-39-07
Apiaries

Background

North Dakota is the nation's leader in honey production. In 2012 North Dakota beekeepers produced over
34 million pounds of honey, which accounted for nearly one-quarter of the nation's total honey production and
amounted to an economic infusion of $64.5 million. Over 90 crops depend on insect pollinators, including almonds,
berries, cotton, tree fruits, and various vegetables. In North Dakota, canola and sunflowers are the principal pollinated
crops.
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The latest statistics given to the committee indicated that North Dakota has 205 beekeepers, 11,050 apiaries, and
approximately 482,560 colonies. Regulatory services are provided through the North Dakota Department of
Agriculture by one full-time bee inspector, two seasonal bee inspectors, and one administrative assistant. North
Dakota laws pertaining to apiaries were first enacted in 1923 and last reviewed by an interim committee in 1983.

Considerations

During the 2013-14 interim, the committee worked closely with the State Bee Inspector to clarify definitions,
streamline the licensing and hive identification process, address issues of landowner permission in connection with the
placement of apiaries, articulate the duties and powers of the State Bee Inspector, and clearly delineate legal
parameters in the event that hives are found to be abandoned or require seizure or quarantine. The State Bee
Inspector served as the committee's liaison with beekeepers who traditionally move their hives out of North Dakota in
order to provide crop pollination services within other agricultural growing cycles.

Recommendation
The committee recommends Senate Bill No. 2025 to rewrite those portions of the Century Code that pertain to
apiaries.

The following cross-reference tables indicate the sources and placement of the proposed content.

Current Section Proposed Section
4-12.2-01 4.1-16-01
4-12.2-02 Omitted - Unnecessary
4-12.2-04 4.1-16-02
4.1-16-04
4-12.2-04.1 4.1-16-03
4-12.2-05 4.1-16-06
4-12.2-06 4.1-16-07
4-12.2-07 4.1-16-08
4-12.2-08 Omitted - Unnecessary
4-12.2-08.1 4.1-16-18
4-12.2-14 4.1-16-09
4-12.2-15 Omitted - Unnecessary
4-12.2-16 4.1-16-12
4.1-16-13
4-12.2-18 4.1-16-13
4-12.2-18.1 4.1-16-15
4-12.2-18.2 Omitted - Unnecessary
4-12.2-20 Omitted - Unnecessary
4-12.2-21 4.1-16-10
4-12.2-22 4.1-16-05
4.1-16-17
4-12.2-23 4.1-16-11
4-12.2-24 4.1-16-16
4-12.2-25 Omitted - Unnecessary
Proposed Section Current Section
4.1-16-01 4-12.2-01
4.1-16-02 4-12.2-04
4.1-16-03 4-12.2-04.1
4.1-16-04 4-12.2-04
4.1-16-05 4-12.2-22
4.1-16-06 4-12.2-05
4.1-16-07 4-12.2-06
4.1-16-08 4-12.2-07
4.1-16-09 4-12.2-14
4.1-16-10 4-12.2-21
4.1-16-11 4-12.2-23
4.1-16-12 4-12.2-16
4.1-16-13 4-12.2-16
4-12.2-18
4.1-16-14 New law
4.1-16-15 4-12.2-18.1
4-12.2-16 4-12.2-24
4-12.2-17 4-12.2-22
4-12.2-18 4-12.2-08.1
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North Dakota Milk Marketing Board Study
Background
The domestication of milk-producing animals has an anthropological history that covers thousands of years. Such
animals were part of the subsistence farming efforts engaged in by nomadic tribes and the animals' protection and
feeding nurtured the symbiotic relationship between the animals and the herders. In more recent societies, dairy
animals not only produced milk for the use of individuals and collectives or villages, but also served in multifaceted
roles that included functioning as draught animals and toward the end of their lives, as meat.

The actual commercialization of milk production came with industrialization and urbanization. So too did
governmental intervention in the milk markets. The Capper-Volstead Act of 1922 provided a limited antitrust
exemption for United States dairy cooperatives and in the ensuing decade, states began to adopt price controls. It
was at that same time that federal milk marketing orders came into being.

Today, milk and dairy product pricing is either market-determined or administratively determined through a variety
of public sector programs and policies. In addition to the federal milk marketing orders and price supports, there are
import restrictions, export subsidies, domestic and international food aid programs, state-level milk marketing
programs and since 1996, a multistate milk pricing organization. The list of interventions would not be complete
without mention of the Chicago Mercantile Exchange, where wholesale dairy product prices are determined and
futures and options contracts for milk and dairy products are traded.

Federal Milk Marketing Orders

The marketing of milk has several complicating factors. Milk is produced daily. It is perishable. It is bulky and
expensive to transport and the production and retail cycles require reserves. Federal milk marketing orders were and
continue to be one method by which consumers can be ensured of having an adequate supply of fresh and
wholesome fluid milk and dairy producers can be guaranteed stable and reliable milk markets. These ends are
achieved through the promotion and maintenance of orderly milk marketing conditions.

Federal milk marketing orders are put into place at the request of local dairy producers and their cooperatives and
funded by the milk handlers. No tax dollars are directed toward their support.

Federal milk marketing orders classify milk according to its use, establish minimum prices that regulated milk
buyers pay for milk, pool milk receipts and determine a blend or uniform price to be paid to dairy producers, establish
regulations or pooling requirements to determine what milk is eligible to receive the blend price, ensure that milk is
accurately tested, weighed, and classified, and provide useful market information. Federal milk marketing orders do
not establish minimum retail prices, guarantee a dairy farmer a milk market or a profitable milk price, control milk
production, or establish quality requirements.

Milk is a classified product. Class | milk is used for bottling. Class Il milk is used for creams and soft manufactured
products. Class Il milk is used for cheese, and Class IV milk is used for butter and powder. Under a classified
marketing system, handlers would pay for milk based on how it was used. Milk sold for bottling has a much higher
value than milk sold for use in cheese and butter production. Under a pooling system, the total classified value of milk
within a marketing area is "pooled” and producer price differentials are used to ensure that all producers within the
pool share equally in the market utilization.

Portions of North Dakota have participated in federal milk marketing orders since 1967. The original Minnesota-
North Dakota Federal Order included Fargo, Moorhead, Grand Forks, Thief River Falls, and the surrounding milk
sheds. In June 1976, that order merged with orders covering Minneapolis-St. Paul, Duluth-Superior, and Southeastern
Minnesota-Northern lowa to form the Upper Midwest Federal Order. In 2000 the Upper Midwest Federal Order
merged with the Chicago Regional Order and was renamed the Upper Midwest Order or Federal Order No. 30.
Today, the eastern counties of Barnes, Cass, Cavalier, Dickey, Grand Forks, Griggs, LaMoure, Nelson, Pembina,
Ramsey, Ransom, Richland, Sargent, Steel, Traill, and Walsh participate in that order.

In 2004, 169 million pounds of North Dakota milk were pooled under Federal Order No. 30. That amounted to
36 percent of North Dakota's milk production and 1 percent of the order's total production. In 2013, 226 million pounds
of North Dakota milk were pooled under Federal Order No. 30. That amounted to 66 percent of North Dakota's
production and 0.7 percent of the order's total production.

The committee was told that if a dairy farmer in the western two-thirds of North Dakota marketed approximately
1 million pounds of milk per month under the jurisdiction of Federal Order No. 30, rather than under the individual
handler pool pricing system, the bottling plant that accepted the producer's milk would still be paying the same amount,
but that money would be taken and shared among producers throughout the entire federal order. A dairy farmer who
resides south of Mandan indicated that he milks 600 cows three times per day. He said, if he had to market his milk
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under Federal Order No. 30, his personal economic loss would have been $330,000 last year. He estimated that the
total annual loss to western North Dakota producers would be $1.6 million.

Given the size of the economic impact, the committee questioned why dairy producers in the eastern portion of the
state did not simply extricate themselves from the federal order. Thirty years ago, North Dakota dairy producers came
to the Legislative Assembly for a resolution asking that the Governor and the Congressional delegation assist them in
so doing. Unfortunately, federal law requires a vote of all those affected before an order can be changed. Of the
13,000 producers in Federal Order No. 30, North Dakota producers number approximately 100.

North Dakota Milk Marketing Board

The regulatory program governing the marketing of milk in the western two-thirds of North Dakota came into being
in 1967, with the formation of the North Dakota Milk Marketing Board. Two years later, the Legislative Assembly
provided for some amendments and the chapter has stayed relatively untouched since that time.

The first section of the chapter begins with 13 declarations, including the fact that milk is a necessary article of food
for human consumption and that its production, transportation, processing, storage, distribution, and sale is an industry
affecting the public health and interest. It also provides that "unfair, unjust, destructive, and demoralizing trade
practices have been and are now being carried on in the production, transportation, processing, storage, distribution,
and sale of milk, milk products, and frozen dairy products, which trade practices constitute a constant menace to the
health and welfare of the inhabitants of this state and tend to undermine the sanitary regulations and standards of
content and purity of milk." In order to prevent the occurrence and reoccurrence of such conditions and practices, the
section declares that it is necessary to invoke the police powers of the state to provide constant supervision and
regulation of the milk industry. The stated purpose of the chapter is to protect and promote public welfare and to
eliminate unfair and demoralizing trade practices in the milk industry. In order to accomplish this, a five-member board
is created and given the authority to supervise, investigate, and regulate every segment of the state's dairy industry.
The only exceptions are matters of health and sanitation, which are under the purview of other governmental agencies,
and the sale of raw milk that is not Grade A. The board consists of a dairy producer, a processor, a retailer, and two
consumers, all appointed by the Governor.

By statute, the North Dakota Milk Marketing Board is required to designate milk marketing areas that cover the
entire state and to establish uniform minimum prices that processors must pay to dairy producers for raw milk. The
prices are to reflect the available supply of raw milk, the adequacy of the reserve supply of raw milk, the balance
between production and consumption, the cost of dairy feed, farm wage rates, and other factors, as appropriate.
Furthermore, the board must ensure that the minimum prices are beneficial to the public interest, protect dairy
producers, and preserve an adequate supply of pure and wholesome milk to the inhabitants of this state. The board
must also establish, for each marketing area, the minimum prices for sales of milk products by processors or
distributors to retailers and for sales of milk products by any person to consumers.

In addition to the mandatory setting of prices, the board is authorized to establish minimum prices for sales of milk
products by processors to distributors; sales of frozen dairy products by a processor, distributor, or retailer to any
person; sales of milk products by a processor to another processor or by a distributor to another distributor; and sales
of milk products or frozen dairy products not otherwise previously addressed. The board is also authorized to establish
the maximum prices for which milk products may be sold by a processor, a distributor, or a retailer to any person.

The Century Code requires the board to administer a process for licensing dairy producers, processors,
distributors, and retailers and it establishes various criteria that must be met, prior to the issuance of a license. The
Century Code also requires the board to prohibit or regulate disruptive trade practices and provides an illustrative, but
not an exclusive, list of what those practices could entail.

The North Dakota Milk Marketing Board is supported through an assessment paid by licensed processors. The
amount of the assessment is 14 cents per hundredweight on milk or milk equivalents used in the manufacturing of milk
products and frozen dairy products.

Consideration

As the committee reviewed the existing statutes and listened to concerns articulated about the North Dakota Milk
Marketing Board, it could find no indication that the board operated outside of its statutory authority. Having concluded
that, the next point of inquiry was whether the statutory authority was still appropriate, nearly one-half century after it
was first enacted. In order to do that, the committee had to overcome the hurdle of interminable sentences in
interminable paragraphs that precluded readily discernible content. The committee asked for a rewrite of the chapter
so that it and others interested in the chapter could more readily determine whether changes were needed, and if so,
what those changes could, would, or should be.
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The clarification provided by the rewrite then allowed the committee to focus on what it believed was the
undercurrent of discontent regarding the marketing of milk in North Dakota--i.e., the existing licensure process and
specifically, the licensing of distributors. Licensure is accomplished by means of an application process. Within
30 days of receiving an application, the North Dakota Milk Marketing Board must either issue the requested license or
notify the applicant of the date and time at which a hearing will be held to receive evidence relative to the application.

With respect to distributor licenses, the North Dakota Milk Marketing Board has the statutory authority to deny
licensure if it determines that:

e Persons currently licensed by the board are supplying an adequate variety and quantity of high-quality milk
products and frozen dairy products to retailers and consumers in this state;

e Deliveries are being made with sufficient regularity and frequency; and

e The issuance of additional distributor licenses will result in an excess of processing plant capacity, tend to
increase to unsatisfactory levels the average unit processing or average unit distribution costs for persons
already licensed by the board, or otherwise tend to prevent achievement of the chapter's objectives.

In addition to requiring that the North Dakota Milk Marketing Board make determinations regarding the matter
addressed in the preceding paragraph, the Century Code also requires that, as a condition of receiving a distributor's
license, an applicant declare that he or she:

e Will not sell milk products or frozen dairy products to any person who is not licensed in accordance with the
chapter;

e Will not purchase milk products or frozen dairy products from any person who is not licensed in accordance with
the chapter;

o Wil sell such milk products or frozen dairy products as are customarily handled by a distributor to any retailer
who desires to purchase such products from the distributor and has a place of business in any community in
which the distributor distributes or sells milk products or frozen dairy products; and

o Will offer to any retailer the same frequency of delivery and the same in-store services as are customary in the
community.

The committee was made aware of one applicant for a distributor's license who refused to make the required
declarations on the application. The applicant indicated that, without having his sales staff canvass the area for
potential clients, a declaration of the sort currently required would be purely speculative. He indicated that his
company is permitted to distribute milk to its clients in 22 of the 23 states it serves. North Dakota is the exception.
The company in question offers 14,000 to 15,000 products to its customers, including cigarettes and tobacco products,
beverages, candy, groceries, health and beauty products, food service components, automotive products, and store
supplies, including can liners, toilet tissue, paper towels, floor cleaners, etc. He indicated that while the company
requires a minimum order, the array of products that it carries does not make the requirement burdensome.

The committee was told that there are 78 distributors in the state and while adding one additional distributor might
not have a significant impact, relaxing the qualifications for a distributor's license would enable a host of other equally
gualified companies to request licensure as well.

The committee determined that the North Dakota Milk Marketing Board had its genesis because of the need to
ensure the availability of fluid milk at a price that balanced the interests of producers, consumers, and all entities in
between. The committee was cognizant of stated concerns about large distributors wanting to provide goods and
services to more lucrative accounts along well-traveled routes, but perhaps being less committed to lower-volume
accounts in the more remote regions of this state. The committee ultimately determined that while changes to the
licensure of distributors could provide benefits and opportunities, there was also an outside possibility that there might
be certain detrimental effects. Without sufficient evidence to conclusively determine the nature and scope of such
effects, the committee concluded that the most appropriate approach would be to offer a more streamlined and
comprehensible chapter so that those who wished to pursue changes could more readily do so and that those who
needed to understand the actions of the North Dakota Milk Marketing Board, as they related to any potential changes,
would likewise be better prepared to evaluate any and all future proposals.

Recommendation
The committee recommends House Bill No. 1027 to rewrite those portions of the Century Code that pertain to the
North Dakota Milk Marketing Board.

40



The following cross-reference tables indicate the sources and placement of the proposed content.

Current Section Proposed Section
4-18.1-01 Omitted - Unnecessary
4-18.1-02 Omitted - Unnecessary
4-18.1-03 4.1-26-01
4-18.1-04 4.1-26-02

4.1-26-03
4.1-26-04
4.1-26-05
4.1-26-06
4.1-26-07
4-18.1-05 4.1-26-06
4.1-26-08
4-18.1-06 4.1-26-09
4-18.1-07 4.1-26-10
4.1-26-11
4.1-26-12
4.1-26-13
4.1-26-14
4.1-26-15
4.1-26-16
4-18.1-08 4.1-26-17
4.1-26-18
4.1-26-20
4.1-26-23
4.1-26-25
4.1-26-26
4-18.1-09 4.1-26-19
4.1-26-24
4-18.1-10 4.1-26-30
4-18.1-11 4.1-26-31
4-18.1-12 4.1-26-27
4-18.1-13 Omitted - Unnecessary
4-18.1-14 4.1-26-27
4.1-26-29
4.1-26-32
4-18.1-15 4.1-26-28
4-18.1-16 Omitted - Unnecessary
4-18.1-17 4.1-26-22
4.1-26-33
4.1-26-34
4.1-26-36
4-18.1-18 4.1-26-21
4.1-26-35
4-18.1-19 4.1-26-35
4-18.1-20 4.1-26-35
4-18.1-21 4.1-26-35
4-18.1-22 Omitted - Unnecessary
4-18.1-23 Omitted - Unnecessary
Proposed Section Current Section
4.1-26-01 4-18.1-03
4.1-26-02 4-18.1-04
4.1-26-03 4-18.1-04
4.1-26-04 4-18.1-04
4.1-26-05 4-18.1-04
4.1-26-06 4-18.1-04
4-18.1-05
4.1-26-07 4-18.1-04
4.1-26-08 4-18.1-05
4.1-26-09 4-18.1-06
4.1-26-10 4-18.1-07
4.1-26-11 4-18.1-07
4.1-26-12 4-18.1-07
4.1-26-13 4-18.1-07
4.1-26-14 4-18.1-07
4.1-26-15 4-18.1-07
4.1-26-16 4-18.1-07
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Proposed Section Current Section
4.1-26-17 4-18.1-08
4.1-26-18 4-18.1-08
4.1-26-19 4-18.1-09
4.1-26-20 4-18.1-08
4.1-26-21 4-18.1-18
4.1-26-22 4-18.1-17
4.1-26-23 4-18.1-08
4.1-26-24 4-18.1-09
4.1-26-25 4-18.1-08
4.1-26-26 4-18.1-08
4.1-26-27 4-18.1-12
4.1-26-28 4-18.1-15
4.1-26-29 4-18.1-14
4.1-26-30 4-18.1-10
4.1-26-31 4-18.1-11
4.1-26-32 4-18.1-14
4.1-26-33 4-18.1-17
4.1-26-34 4-18.1-17
4.1-26-35 4-18.1-18

4-18.1-19
4-18.1-20
4-18.1-21
4.1-26-36 4-18.1-17

Soil Classifiers
Background
As humans, we tend to classify and categorize things that we find in the natural world. Whether it be rocks, soils,
landscapes, or living things on the land and in the water, there are systems of classification that exist to describe these
in uniform terms. These systems enable us to communicate with each other in terms that are understandable and
consistent. They allow us to use descriptions in a way that can be understood by those in remote locations and
without direct experience of the subject. (See, http://passel.unl.edu)

When classifying a ponderosa pine or an Abert's squirrel, the entity is readily recognizable. When classifying soils,
however, a challenge exists in that the nature and properties of soils can vary widely from one location to the next, and
even within distances of a few yards. Because of these challenges, a relatively new soil classifiers association brought
forth, in 1973, legislation that would recognize soil classification as a profession and establish thresholds for entry into
the profession. Senate Bill No. 2122 (1973) was ultimately codified as Chapter 43-36. Forty years after its enactment,
the chapter remains largely unchanged.

The committee began its study with two conceptually basic queries: What is a soil classifier and what does a soil
classifier do.

Current law defines a soil classifier as:

[A] person who by reason of that person's special knowledge of the physical, chemical, and biological sciences
applicable to soils as natural bodies and of the methods and principles of soil classification as acquired by soils
education and soil classification experience in the formation, morphology, description, and mapping of soils is
qualified to practice soil classifying and who has been duly registered by the state board of registration for
professional soil classifiers.

Current law defines soil classification as:

[Alny service or work the adequate performance of which requires education in the physical, chemical,
biological, and soil sciences, training and experience in the application of the special knowledge of these
sciences to soil classification, the soil classification by accepted principles and methods, investigation,
evaluation, and consultation on the effect of measured, observed, and inferred soil properties upon the various
uses, the preparation of soil descriptions, maps and reports and interpretive drawings, maps and reports of soil
properties and the effect of soil properties upon the various uses, and the effect of the various uses upon kinds
of soil, any of which embraces such service or work either public or private incidental to the practice of soil
classifying.

After reviewing the statutory language and posing the aforestated questions to members of the State Board of

Reqgistration for Professional Soil Classifiers, the committee found itself still quite perplexed. What the committee was
able to discern from initial testimony is that the number of individuals currently functioning as registered soil classifiers
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is exceedingly small, that the time and experiential requirements for becoming a soil classifier are exceedingly long,
and that there is significant disagreement with respect to whether certain activities require the training and expertise of
a registered soil classifier or whether they could be successfully conducted by others having a lesser level of training
and experience.

How to Become a Soil Classifier - Current Law

Current law provides multiple paths that an individual can take in order to become a soil classifier. Each path
requires that the individual pass an examination in the principles and practice of soil classifying, as prescribed by the
State Board of Registration for Professional Soil Classifiers.

If an individual is a graduate of a "soils curriculum approved by the board as satisfactory,” that individual must
demonstrate a "specific record of an additional four years or more of experience of a grade and character which
indicates to the board that the applicant is competent to practice soil classifying.” A soil classifier-in-training certificate
is also required. (A soil classifier-in-training certificate may be obtained by an individual who passes an examination in
the fundamentals of soil classification and is a graduate of a soils curriculum approved by the board. If the individual
successfully completed the examination but graduated from a soils curriculum that is not approved by the board, the
individual must have "a specific record of four years of soil classification experience of a grade and character
satisfactory to the board.")

If an individual is a graduate of a soils curriculum not approved by the board, the individual must have at least eight
years of experience in soil classifying work. Again, that work must be "of a character and grade which indicates to the
board that the applicant is competent to practice soil classifying."

If an individual holds a soil classifier-in-training certificate, the individual must have a specific record of four years or
more of experience as a soil classifier-in-training "of a grade and character which indicates to the board that the
applicant is competent to practice soil classifying."

Finally, if a person has at least four years of experience in soil classification research or at least four years of
experience as a "teacher of soils" in a college or university that offers an approved soils curriculum, and has at least
two years of soil classifying experience meeting the grade and character requirements as set forth above, that
individual may obtain entry into the profession.

Committee Considerations

While the State Board of Registration for Professional Soil Classifiers maintained that the currently required level of
education and experience is justified in order to ensure competency and professionalism within the ranks, the
committee questioned the efficacy of the requirements, especially since a Doctor of Medicine degree (M.D.) is
awarded upon the successful completion of a four-year undergraduate program and four years of medical school.
With only 16 registered soil classifiers still practicing, the committee articulated its concern that the time required to
repopulate the ranks could in fact lead to this profession's ultimate demise.

In accordance with the study directive, the committee asked to be presented with a bill that addressed irrelevancy,
inconsistency, and illogicality, while at the same time modernizing and clarifying the governing statutes.

The bill began by articulating that soil classification means the determination of a soil's suitability for a particular
purpose through:

e The examination of landscape and landform characteristics;

e The sampling or analysis, or both, of soil properties and characteristics;

¢ The identification and description of soil profile characteristics, including soil horizons;
e The identification of plant growth material; and

e The identification of hydric soils.

Concomitantly, the bill draft provided that soil classification did not include:

e The sampling and testing of soil for fertility status;

e The sampling and testing of soil for the presence of construction materials;
e The practice of architecture;

e The practice of engineering;
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e The practice of landscape architecture; or

e Water well contracting, water well pump and pitless unit installing, monitoring well contracting, and geothermal
system drilling.

The bill maintained regulatory authority in a five-member board.

In order to become a soil classifier, it was proposed that one hold a baccalaureate or a graduate degree, in a
science-related field, from an accredited institution of higher education. At least 15 of the credits constituting the
degree would have to come from a list of qualifying soil-related courses or be approved by the board.

An applicant would have to submit evidence of having achieved a passing score on a fundamentals of soil science
examination and submit documentation of experience in or exposure to the identification of soils, soil surveys, the
preparation of reports pertaining to soil identification or soil surveys, the identification of plant growth materials, septic
system sitings, land reclamation, or other similar activities deemed by the board to be related to the classification of
soil. Finally, the individual would have to obtain a passing score on a practical examination administered by the board.
In order to ensure that there was ample time for experiential learning, the board suggested that, unless waived, there
must be a waiting period of at least three years between the date on which the applicant completed the fundamentals
of soil science examination and the date of the practical examination.

The committee heard testimony from a number of soil classifiers regarding their education, their training, and the
special skills they believed were required in order to correctly and accurately classify soils. The committee also heard
testimony regarding ways in which individuals could be trained to perform certain limited but clearly delineated tasks,
and the committee heard testimony regarding the need for an employer's exemption.

After due consideration, the committee directed that the bill exempt from the chapter certain individuals who identify
hydric soils for purposes of wetland delineation. In order to be eligible for the first exemption, the individual must be
employed by this state, must perform the identification of hydric soils within the normal course of the individual's
employment, and must have completed a course in wetland delineation. In order to be eligible for the second
exemption, the individual must be employed by a private entity and must perform the identification of hydric soils within
the normal course of the individual's employment. The individual's employer must take legal responsibility for the work
and determinations of the individual, and the individual must have completed a course in wetland delineation. The
course, as referenced with respect to both exemptions, must provide the student with a basic understanding regarding
the interaction of vegetation, soils, and hydrology in wetlands and provide the student with the background necessary
to identify wetlands and determine their boundaries. Courses meeting these requirements are generally about
40 hours in length and offered by accredited institutions of higher education or governmental agencies.

Recommendation
The committee recommends Senate Bill No. 2026 to rewrite those portions of the Century Code that pertain to the
State Board of Registration for Professional Soil Classifiers.

The following cross-reference tables indicate the sources and placement of the proposed content.

Current Section Proposed Section
43-36-01 43-36.1-01
43-36-02 43-36.1-02
43-36.1-03
43-36-03 Omitted - Unnecessary
43-36-04 43-36.1-04
43-36-05 43-36.1-05
43-36-06 43-36.1-06
43-36-07 43-36.1-07
43-36-08 43-36.1-09
43-36-09 43-36.1-10
43-36-10 43-36.1-13
43-36-10.1 Omitted - Unnecessary
43-36-11 Omitted - Unnecessary
43-36-12 43-36.1-13
43-36-13 Omitted - Unnecessary
43-36-14 43-36.1-14
43-36-15 43-36.1-15
43-36-16 43-36.1-16
43-36-17 43-36.1-17
43-36-18 43-36.1-18
43-36-19 43-36.1-19
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Current Section Proposed Section
43-36-20 43-36.1-20
43-36-21 43-36.1-22
43-36-22 43-36.1-21
43-36-23 43-36.1-24
43-36-24 43-36.1-25
43-36-25 43-36.1-01
Proposed Section Current Section
43-36.1-01 43-36-01
43-36.1-02 43-36-02
43-36.1-03 43-36-02
43-36-05
43-36.1-04 43-36-04
43-36.1-05 43-36-05
43-36.1-06 43-36-06
43-36.1-07 43-36-07
43-36.1-08 New section
43-36.1-09 43-36-08
43-36.1-10 43-36-09
43-36.1-11 New section
43-36.1-12 New section
43-36.1-13 43-36-10
43-36-12
43-36.1-14 43-36-14
43-36.1-15 43-36-15
43-36.1-16 43-36-16
43-36.1-17 43-36-17
43-36.1-18 43-36-18
43-36.1-19 43-36-19
43-36.1-20 43-36-20
43-36.1-21 43-36-22
43-36.1-22 43-36-21
43-36.1-23 43-36-24
43-36.1-24 43-36-25

ADDITIONAL RECOMMENDATION

Since the inception of the effort to rewrite Century Code sections that pertain to agriculture, interim committees
have at times been given the flexibility to determine which chapters would be subjected to the rewrite process. At
other times, interim committees have been directed to study specific issues, rather than to focus solely on rewriting the
various sections and chapters. While the latter tends to consume more of a committee's time, both provide
opportunities to achieve clarity, consolidation, and modernization of the statutes. Ultimately, a law that clearly
articulates rights, powers, duties, and consequences provides due notice to those affected by it, provides a framework
for those charged with its administration, and reduces conflicts of interpretation.

The committee acknowledged the importance of the rewrite effort, as well as the results to date.

The committee recommends House Bill No. 1028 to continue the study of Century Code provisions that relate to
agriculture, for the purposes of eliminating provisions that are irrelevant or duplicative, clarifying provisions that are
inconsistent or unclear in their intent and direction, and rearranging provisions in a logical order.

REPORTS
The committee received a report from the State Board of Agricultural Research and Education. In accordance with
Section 4-05.1-19, the board examined adverse economic impacts on crops and livestock, developed ongoing
strategies for the provision of research solutions and resources to negate such adverse economic impacts, and
developed ongoing strategies for the dissemination of research information through the North Dakota State University
Extension Service. The board also established the 2015 priorities for both the Agricultural Experiment Station and the
Extension Service.

The Advisory Committee on Sustainable Agriculture did not meet during the 2013-14 interim and therefore did not
submit a report, as required by Section 4-01-24.

The committee received, from a representative of agricultural production groups, information regarding the effects

of 2013 Senate Bill No. 2211 on various sectors of the agricultural industry. Senate Bill No. 2211 pertained to the
humane treatment of animals.
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BUDGET SECTION

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

Budget Section members were Representatives Chet Pollert (Chairman), Larry Bellew, Tracy Boe, Michael D.
Brandenburg, Al Carlson, Jeff Delzer, Bill Devlin, Mark A. Dosch, Eliot Glassheim, Bette Grande, Ron Guggisberg,
Kathy Hawken, Rick Holman, Keith Kempenich, Gary Kreidt, Bob Martinson, Corey Mock, David Monson, Jon Nelson,
Kenton Onstad, Mark Sanford, Robert J. Skarphol, Roscoe Streyle, Blair Thoreson, Don Vigesaa, Alon Wieland, and
Clark Williams and Senators Bill Bowman, Ron Carlisle, Robert Erbele, Tony Grindberg, Joan Heckaman, Ray
Holmberg, Ralph L. Kilzer, Jerry Klein, Karen K. Krebsbach, Gary A. Lee, Tim Mathern, David O'Connell, Larry J.
Robinson, Mac Schneider, Terry M. Wanzek, Rich Wardner, and John M. Warner.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64" Legislative Assembly.

The following duties assigned to the Budget Section by law or by Legislative Management directive were acted on
during the 2013-14 interim:

1. Status of the State Board of Agricultural Research and Education (Section 4-05.1-19(10)) - This section
requires, within the duties of the State Board of Agricultural Research and Education, a status report to be
presented to the Budget Section.

2. Higher education campus improvements and building construction (Section 15-10-12.1) - This section
requires the approval of the Budget Section or the Legislative Assembly for the construction of any building
financed by donations, gifts, grants, and bequests on land under the control of the State Board of Higher
Education. Campus improvements and building maintenance of more than $385,000 also require the approval
of the Budget Section or Legislative Assembly. Budget Section approval can only be provided when the
Legislative Assembly is not in session, excluding the six months prior to a regular legislative session and the
three months following the close of a regular session. The Budget Section approval regarding the construction
of buildings and campus improvements must include a specific dollar limit for each building, campus
improvement, or maintenance project. If a request is to be considered by the Budget Section, the Legislative
Council must notify each member of the Legislative Assembly and allow any member to present testimony to
the Budget Section regarding the request. Campus improvements and building maintenance of $385,000 or
less and the sale of real property received by gift or bequest may be authorized by the board.

3. Sources of funds received for construction projects of entities under the State Board of Higher
Education (Section 15-10-12.3) - This section requires each institution under the State Board of Higher
Education undertaking a capital construction project that was approved by the Legislative Assembly and for
which local funds are to be used to present a biennial report to the Budget Section detailing the source of all
funds used in the project.

4. Annual audits from center of excellence awarded funds under Chapter 15-69 (Section 15-69-05,
effective through July 31, 2023) - This section requires a center of excellence that is awarded funds under
Chapter 15-69 to provide an annual audit report to the Budget Section on the funds distributed to the center
until the completion of the Centers of Excellence Commission's postaward monitoring of the center.

5. Game and Fish Department land acquisitions (Section 20.1-02-05.1) - This section provides Budget
Section approval is required for Game and Fish Department land acquisitions of more than 10 acres or
$10,000.

6. Annual audits of renaissance fund organizations (Section 40-63-07(9)) - This section requires the
Department of Commerce Division of Community Services to provide annual reports to the Budget Section on
the results of audits of renaissance fund organizations.

7. Report identifying every state agency that has not submitted a claim for property belonging to that
agency (Section 47-30.1-24.1) - This section requires the Commissioner of University and School Lands to
present a report to the Budget Section identifying every state agency that has not submitted a claim for
unclaimed property belonging to that agency within one year of receipt of the certified mail notification.
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16.

Relinquishment of agency rights to recover property (Section 47-30.1-24.1) - This section provides each
state agency that does not submit a claim for unclaimed property belonging to that agency within one year of
receipt of the certified mail notification relinquishes its right to recover the property upon approval of the Budget
Section.

Change or expansion of state building construction projects (Section 48-01.2-25) - This section provides
a state agency or institution may not significantly change or expand a building construction project approved by
the Legislative Assembly unless the change, expansion, or additional expenditure is approved by the
Legislative Assembly or the Budget Section if the Legislative Assembly is not in session, excluding the
six months prior to a regular legislative session and the three months following the close of a regular session.

Job insurance trust fund (Section 52-02-17) - This section requires Job Service North Dakota report to the
Legislative Council before March 1 of each year the actual job insurance trust fund balance and the targeted
modified average high cost multiplier, as of December 31 of the previous year, and a projected trust fund
balance for the next three years. The Legislative Management has assigned this responsibility to the Budget
Section.

Report on the number of employees receiving bonuses above the 25 percent limitation (Section
54-06-30) - This section authorizes agencies to pay bonuses to not more than 25 percent of the employees
employed by the agency on July 1 of each state fiscal year. Human Resource Management Services (HRMS)
may approve the payment of bonuses above the 25 percent limitation but is required to report any exceptions
granted under this subsection to the Budget Section.

Irregularities in the fiscal practices of the state (Section 54-14-03.1) - This section requires the Office of
the Budget to submit a written report to the Budget Section documenting:

a. Any irregularities in the fiscal practices of the state.
b. Areas where more uniform and improved fiscal procedures are desirable.
c. Any expenditures or governmental activities contrary to law or legislative intent.

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

Acceptance and expenditure of federal funds of more than $50,000 which were not appropriated
(Section 54-16-04.1).

a. Acceptance of federal funds - This section requires Budget Section approval for any Emergency
Commission action authorizing a state officer to accept more than $50,000 of federal funds which were not
appropriated, and the Legislative Assembly has not indicated intent to reject the money. Budget Section
approval is not required if the acceptance is necessary to avoid an imminent threat to the safety of people
or property due to a natural disaster or war crisis or to avoid an imminent financial loss to the state.

b. Expenditure of federal funds - This section requires Budget Section approval for any Emergency
Commission action authorizing a state officer to spend more than $50,000 of federal funds which were not
appropriated, and the Legislative Assembly has not indicated intent to reject the money.

Acceptance and expenditure of other funds of more than $50,000 which were not appropriated
(Section 54-16-04.2).

a. Acceptance of other funds - This section requires Budget Section approval for any Emergency Commission
action authorizing a state officer to accept more than $50,000 from gifts, grants, donations, or other
sources which were not appropriated, and the Legislative Assembly has not indicated intent to reject the
money or programs. Budget Section approval is not required if the acceptance is necessary to avoid an
imminent threat to the safety of people or property due to a natural disaster or war crisis or to avoid an
imminent financial loss to the state.

b. Expenditure of other funds - This section requires Budget Section approval for any Emergency Commission
action authorizing a state officer to spend more than $50,000 from gifts, grants, donations, or other sources
which were not appropriated, and the Legislative Assembly has not indicated intent to reject the money or
programs.

Consider authorization of additional full-time equivalent (FTE) positions (Section 54-16-04.3) - This
section provides on the advice of the Office of Management and Budget (OMB) and the recommendation of the
Emergency Commission the Budget Section may approve the employment by a state officer of FTE positions
in addition to those authorized by the Legislative Assembly.

Transfers of spending authority from the state contingencies appropriation exceeding $50,000
(Section 54-16-09) - This section provides, subject to Budget Section approval, the Emergency Commission
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may authorize a transfer of more than $50,000 from the state contingencies line item to the appropriate line
item in the appropriation of the state officer who requested the transfer. Budget Section approval is not
required if the transfer is necessary to avoid an imminent threat to the safety of people or property due to a
natural disaster or war crisis or to avoid an imminent financial loss to the state. A total of $700,000 was
provided for the 2013-15 biennium.

Capital improvements preliminary planning revolving fund (Section 54-27-22) - This section provides
before any funds can be distributed from the preliminary planning revolving fund to a state agency, institution,
or department, the Budget Section must approve the request (approximately $190,000 is available for the
2013-15 biennium).

Tobacco settlement funds (Section 54-44-04(23)) - This section requires the Director of OMB to report to the
Budget Section on the status of tobacco settlement funds and related information.

Form of budget data (Section 54-44.1-07) - This section requires the Director of the Budget to prepare
budget data in the form prescribed by the Legislative Council and to present it to the Legislative Assembly at a
time and place set by the Legislative Council. Drafts of proposed general and special appropriations Acts
embodying the budget data and recommendations of the Governor for appropriations for the next biennium
and drafts of such revenues and other Acts recommended by the Governor for putting into effect the proposed
financial plan must be submitted to the Legislative Council within seven days after the day of adjournment of
the organizational session. The Budget Section was assigned this responsibility.

Report from the Information Technology Department (Section 54-59-19) - This section requires the
Information Technology Department (ITD) to prepare and present an annual report to the Information
Technology Committee and to present a summary of the report to the Budget Section.

Report regarding any transfers between line items and between subdivisions in excess of $50,000
(Section 3 of 2013 House Bill No. 1012) - This section requires the Department of Human Services (DHS) to
report to the Budget Section after June 30, 2014, on any transfers in excess of $50,000 made during the
2013-15 biennium between line items within each subdivision and between subdivisions (effective July 1,
2013).

Transfers exceeding $50,000 (Section 54-16-04(2)) - This section provides, subject to Budget Section
approval, the Emergency Commission may authorize a transfer of more than $50,000 from one fund or line
item to another. Budget Section approval is not required if the transfer is necessary to comply with a court
order, to avoid an imminent threat to the safety of people or property due to a natural disaster or war crisis, or
to avoid an imminent financial loss to the state.

Acceptance of federal funds for a specific purpose or program which were not appropriated
(Section 54-16-04.1(4)) - This section provides, upon approval by the Emergency Commission and Budget
Section, the state may accept any federal funds made available to the state which are not for a specific
purpose or program and which are not required to be spent prior to the next regular legislative session for
deposit into a special fund until the Legislative Assembly appropriates the funds.

State Board of Higher Education's semiannual project variance reports (Section 15-10-47) - This section
requires OMB to provide to the Budget Section upon request information relating to the State Board of Higher
Education's semiannual project variance reports regarding construction projects valued at more than $250,000.

Legacy and Budget Stabilization Fund Advisory Board semiannual reports (Section 21-10-11) - This
section requires the Legacy and Budget Stabilization Fund Advisory Board to provide at least semiannual
reports to the Budget Section regarding asset allocation and investment policies developed for the legacy and
budget stabilization funds as well as recommendations presented to the state investment board regarding
investment of funds in the legacy and budget stabilization funds.

Warrants and checks outstanding for more than 90 days and less than three years (Section 54-11-01) -
This section requires the State Treasurer to report to the Budget Section, within 90 days of the beginning of
each fiscal year, all warrants and checks outstanding for more than 90 days and less than three years.

Reports from state agencies that applied for federal grants estimated to be $25,000 or more
(Section 54-27-27) - This section requires OMB to present at each meeting of the Budget Section reports
received from state agencies other than entities under the control of the State Board of Higher Education that
have applied for federal grants estimated to be $25,000 or more.

Annual audits from a center of research excellence (Section 54-65-03) - This section requires a center of
research excellence receiving funds under Chapter 54-65 to provide its annual audit on funds distributed to the
center.
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Secretary of State semiannual report on credit card usage rates and credit card fees paid (2013 House
Bill No. 1002, Section 7) - This bill requires the Secretary of State to report semiannually to the Budget
Section during the 2013-14 interim on credit card usage rates and credit card fees paid by the Secretary of
State.

Federal funds report - Receive a report from the Legislative Council staff in the fall of 2014 on the status of
the state's federal funds receipts for the current biennium and estimated federal funds receipts for the
subsequent biennium.

Housing Finance Agency report on flood-impacted housing assistance grants (House Bill No. 1016,
Section 4) - This bill provides Budget Section receive a report from the Housing Finance Agency during the
2013-14 interim on the use of funds for grants for flood-impacted housing assistance.

State Historical Society report on project pool line item funding (2013 House Bill No. 1018, Section 6) -
This bill provides Budget Section receive a report from the State Historical Society by July 1, 2014, on the use
of funds in the project pool line item.

State Water Commission semiannual report on changes made to the commission's priority projects list
(2013 House Bill No. 1020, Section 14) - This bill provides Budget Section receive a report from the State
Water Commission every six months during the 2013-14 interim on any changes made to the State Water
Commission priority projects list presented to the 63" Legislative Assembly.

Department of Transportation airplane replacement (2013 House Bill No. 1033, Section 5) - This bhill
requires Budget Section approval for the Department of Transportation (DOT) expenditure of more than
$4 million to purchase replacement airplanes for the department's fleet.

Department of Commerce annual report on the use of one-time funding for the grant program for
nursing homes, basic care facilities, and providers that serve individuals with developmental
disabilities located in oil-producing counties (2013 House Bill No. 1358, Section 8) - This bill provides
Budget Section receive a report from the Department of Commerce annually on the use of one-time funding
during the 2013-15 biennium for the grant program for nursing homes, basic care facilities, and providers that
serve individuals with developmental disabilities located in oil-producing counties.

Department of Human Services annual report on the use of one-time funding for the grant program for
critical access hospitals in oil-producing counties (2013 House Bill No. 1358, Section 10) - This hill
provides Budget Section receive a report from DHS annually on the use of one-time funding during the
2013-15 biennium for the grant program for critical access hospitals in oil-producing counties.

Attorney General annual report on the use of one-time funding for grants to law enforcement agencies
in oil-impacted counties (2013 House Bill No. 1358, Section 11) - The bill provides Budget Section receive
a report from the Attorney General annually during the 2013-15 biennium on the use of one-time funding for
grants to law enforcement agencies in oil-impacted counties where crime activities have increased or in other
counties experiencing crime-related activities originating in oil-impacted counties, for crime related needs of the
Attorney General's office, and for the development of a uniform law enforcement and custody manual.

Hub city annual report on use of funding received from allocations from the oil and gas gross
production tax (2013 House Bill No. 1358, Section 12) - This bill provides Budget Section receive a report
from a representative of a hub city annually on the use of funding received from allocations from the oil and
gas gross production tax under Section 57-51-15.

Department of Veterans' Affairs report on Agent Orange (2013 House Bill No. 1405, Section 2) - This bill
provides Budget Section receive a report from the Department of Veterans' Affairs during the 2013-14 interim
on any funds received to provide services to veterans exposed to Agent Orange, the grants provided, and the
outcomes of the services provided.

State Board of Higher Education annual report on the status of the consolidation of North Dakota
University System information technology services (2013 Senate Bill No. 2003, Section 22) - This bill
provides Budget Section receive a report from the State Board of Higher Education annually during the
2013-15 biennium on the status of the consolidation of North Dakota University System information technology
services, including the location of staff members providing those services.

State Board of Higher Education funds distributed from the capital projects contingency pool
(2013 Senate Bill No. 2003, Section 24) - This bill provides Budget Section receive a report from the State
Board of Higher Education during the 2013-14 interim regarding funds distributed from the capital projects
contingency pool.
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North Dakota State University report on the status of the Minard Hall project (2013 Senate Bill
No. 2003, Section 31) - This bill provides Budget Section receive a report from North Dakota State University
(NDSU) regarding the status of the Minard Hall project.

Department of Transportation new license plate design (2013 Senate Bill No. 2012, Section 8) - This bhill
requires DOT to obtain Budget Section approval of its recommendation for a new license plate design.

Office of Management and Budget report on possible relocation of the Missouri River Correctional
Center to a site adjacent to the Youth Correctional Center (2013 Senate Bill No. 2015, Section 4) - This
bill provides Budget Section receive a report from OMB during the 2013-14 interim regarding options for the
possible relocation of the Missouri River Correctional Center to a site adjacent to the Youth Correctional
Center.

Department of Corrections and Rehabilitation annual report on the department's prison population
management plan (2013 Senate Bill No. 2015, Section 6) - This bill provides Budget Section receive a report
from the Department of Corrections and Rehabilitation annually on the department's prison population
management plan and inmate admissions and the number of inmates the department has not admitted after
sentencing.

Department of Commerce report on the Experimental Program to Stimulate Competitive Research and
Research North Dakota (2013 Senate Bill No. 2018, Section 37) - This bill provides Budget Section receive
a report from the Department of Commerce before June 1, 2014, on the Experimental Program to Stimulate
Competitive Research and Research North Dakota, including the Research North Dakota venture investment
program.

Department of Career and Technical Education report on performance measures of the science,
technology, engineering, and mathematics program (2013 Senate Bill No. 2019, Section 3) - This bill
provides Budget Section receive a report from the Department of Career and Technical Education during the
2013-14 interim regarding performance measures of the STEM program.

The Office of Management and Budget report on its information technology relocation and
consolidation study (2013 Senate Bill No. 2021, Section 8) - This bill provides Budget Section receive
findings and recommendations from OMB by March 31, 2014, regarding its information technology relocation
and consolidation study of information technology equipment operated by the Attorney General and other
agencies.

Information Technology Department and the Office of Management report on information technology
desktop support services (2013 Senate Bill No. 2021, Section 9) - This bill provides Budget Section receive
findings and recommendations from ITD and OMB before January 1, 2014, regarding its study of all state
agencies' information technology desktop support to determine the feasibility and desirability of centralization
of desktop support services.

Abandoned oil and gas well plugging and site reclamation fund (Section 38-08-04.5) - This section
requires the Industrial Commission to report to the Budget Section on the status of the abandoned oil and gas
well plugging and site reclamation fund and related information.

Housing units owned or master leased by cities, counties, school districts, or other employers of
essential service workers (Section 54-17-40) - This section requires the Housing Finance Agency to report
quarterly to the Budget Section on the progress being made to reduce the overall number of units owned,
master leased, or subsidized by these entities.

North Dakota Outdoor Heritage Advisory Board (Section 54-17.8-07) - This section provides Budget
Section receive a report from the North Dakota Outdoor Heritage Advisory Board on a biennial basis regarding
the activities of the board.

Three Affiliated Tribes investment of oil and gas tax receipts (Section 57-51.2-02) - This section provides
Budget Section receive a report from the Three Affiliated Tribes annually regarding investment of oil and gas
tax receipts in essential infrastructure and fees, expenses, and charges the tribe imposes on the oil industry.

State Fire Marshal report on fire departments funding (Section 18-04-02) - This section provides Budget
Section receive a biennial report from the State Fire Marshal summarizing the expenditures by certified city fire
departments, certified rural fire departments, and certified fire protection districts of funds received under
section 18-04-05 and the information on committed and uncommitted reserve fund balances of these entities.

The following duties assigned to the Budget Section by law or by Legislative Management directive are scheduled
to be addressed by the Budget Section at its December 2014 meeting:
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1.

Report on specified commodities and services exempted from the procurement requirements of
Section 54-44.4-02.2 - This section requires the Director of OMB to report to the Budget Section in December
of even-numbered years on specified commaodities and services exempted by written directive of the Director
from the procurement requirements of Chapter 54-44.4.

Review and report on budget data (Legislative Management directive) - Pursuant to Legislative
Management directive, the Budget Section is to review and report on the budget data prepared by the Director
of the Budget and presented to the Legislative Assembly during the organizational session.

Department of Human Services transitional living facility report (House Bill No. 1012, Section 17) - This
bill requires DHS to report at the December 2014 Budget Section meeting on the status of the eight-unit
transitional living facility in the Southeast Human Service Center region.

The following duties assigned to the Budget Section by law or by Legislative Management directive did not require
action by the Budget Section during the 2013-14 interim:

1.

10.

Approve expenditures from the state disaster relief fund (Section 37-17.1-27) - This section requires
Emergency Commission and Budget Section approval of expenditures from the state disaster relief fund to
provide the required state share of funding for expenses associated with presidential-declared disasters in the
state.

Investment in real property by the Board of University and School Lands (Section 15-03-04) - This
section provides Budget Section approval is required prior to the Board of University and School Lands
purchasing, as sole owner, commercial or residential real property in North Dakota.

Reduction of the game and fish fund balance below $15 million (Section 20.1-02-16.1) - This section
provides the Game and Fish Department can spend money in the game and fish fund within the limits of
legislative appropriations; only to the extent the balance of the fund is not reduced below $15 million, unless
otherwise authorized by the Budget Section.

Provision of contract services by the Life Skills and Transition Center (Section 25-04-02.2) - This section
provides, subject to Budget Section approval, the Life Skills and Transition Center may provide services under
contract with a governmental or nongovernmental person.

Waiver of exemption of special assessments levied for flood control purposes on state property
(Section 40-23-22.1) - This section provides state property in a city is exempt from special assessments levied
for flood control purposes unless the governing body of the city requests waiver of the exemption and the
exemption is completely or partially waived by the Budget Section. The exemption does not apply to any
privately owned structure, fixture, or improvement located on state-owned land if the structure, fixture, or
improvement is used for commercial purposes unless the structure, fixture, or improvement is primarily used
for athletic or educational purposes at a state institution of higher education.

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

Termination of energy assistance program (Section 50-06-05.1(19)) - This section provides, subject to
Budget Section approval, DHS may terminate the energy assistance program if the rate of federal financial
participation in administrative costs is decreased or if the state or counties become financially responsible for
the energy assistance program payments.

Transfers resulting in program elimination (Section 54-16-04(1)) - This section provides, subject to Budget
Section approval, the Emergency Commission may authorize a transfer which would eliminate or make
impossible the accomplishment of a program or objective for which funding was provided by the Legislative
Assembly.

New correctional programs which exceed $100,000 of cost during a biennium (Section 54-23.3-09) -
This section requires the Director of the Department of Corrections and Rehabilitation to report to the
Legislative Assembly or, if the Legislative Assembly is not in session, the Budget Section prior to the
implementation of any new program that serves adult or juvenile offenders, including alternatives to
conventional incarceration and programs operated on a contract basis, if the program is anticipated to cost in
excess of $100,000 during the biennium.

Cashflow financing (Section 54-27-23) - This section provides that in order to meet the cashflow needs of the
state, OMB may borrow, subject to Emergency Commission approval, from special funds on deposit in the
state treasury. However, the proceeds of any such indebtedness cannot be used to offset projected deficits in
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state finances unless first approved by the Budget Section. Additional cashflow financing, subject to certain
limitations, must be approved by the Budget Section.

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

Purchases of "put" options (Section 54-44-16) - This section requires OMB to report any purchases of "put"
options to the Budget Section.

Objection to budget allotments or expenditures (Section 54-44.1-12.1) - This section allows the Budget
Section to object to a budget allotment, an expenditure, or the failure to make an allotment or expenditure if
such action is contrary to legislative intent.

Budget reduction due to initiative or referendum action (Section 54-44.1-13.1) - This section provides,
subject to Budget Section approval, the Director of the Budget may reduce state agency budgets by a
percentage sufficient to cover estimated revenue reductions caused by initiative or referendum action.

Children's Services Coordinating Committee grants (Section 54-56-03) - This section provides Budget
Section approval is required prior to the distribution by the Children's Services Coordinating Committee of any
grants not specifically authorized by the Legislative Assembly.

Requests by the Information Technology Department to finance the purchase of software, equipment,
or implementation of services (Section 54-59-05(4)) - This section requires ITD to receive Budget Section or
Legislative Assembly approval before executing any proposed agreement to finance the purchase of software,
equipment, or implementation of services in excess of $1 million. The department may finance the purchase of
software, equipment, or implementation of services only to the extent the purchase amount does not exceed
7.5 percent of the amount appropriated to the department during that biennium.

Report on reductions made in homestead property income tax credit (Section 57-38-01.29) - This section
requires the Tax Commissioner to report to the Budget Section, for review, any adjustments in the homestead
property income tax credit which was available in taxable years 2007 and 2008.

Consider request to reduce the commercial property income tax credit (Section 57-38-01.30) - This
section provides Budget Section approval is required for any adjustments made by the Tax Commissioner to
the commercial property income tax credit which was available in taxable years 2007 and 2008.

Extraterritorial workers' compensation insurance (Section 65-08.1-02) - This section authorizes Workforce
Safety and Insurance to establish, subject to Budget Section approval, a casualty insurance organization to
provide extraterritorial workers' compensation insurance.

Federal block grant hearings (2013 Senate Concurrent Resolution No. 4001) - This resolution authorizes
the Budget Section, through September 30, 2015, to hold any required legislative hearings for federal block
grants.

Purchase or lease of aircraft by a state agency or entity of state government (House Bill No. 1033,
Section 1) - This bill requires Budget Section approval for state agency or other entity of state government
purchase or lease of an aircraft without specific authorization from the Legislative Assembly. This bill does not
apply to aircraft purchased or leased by the Adjutant General's office or the University of North Dakota School
of Aviation.

State Board of Higher Education report on purchase of Research Enterprise and Commercialization
building (2013 Senate Bill No. 2003, Section 23) - This bill provides Budget Section receive a report from the
State Board of Higher Education if the Research Enterprise and Commercialization building is purchased
before July 1, 2015.

Approval of North Central Research Extension Center and Williston Research Extension Center
property (2013 Senate Bill No. 2352, Section 1) - This bill requires Budget Section approval conveyance of
the North Central Research Extension Center and Williston Research Extension Center property.

Approval of State Board of Higher Education imposing an assessment or requiring individual
institutions of higher education to pay for goods or services provided by or through the North Dakota
University System office (Section 15-10-54) - This section requires Budget Section approval before the
State Board of Higher Education may impose an assessment on or otherwise require that individual institutions
of higher education pay for any goods or services provided by or through the University System office.

State Water Commission expenditure of additional amounts that become available in the resources
trust fund and the water development trust fund in excess of the 2013-15 biennium appropriation
(House Bill No. 1020, Section 4) - This bill requires Budget Section approval for State Water Commission
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expenditure of funds that become available in the resources trust fund and the water development trust fund in

excess of 2013-15 biennium appropriations.

26. North Dakota State University report on increased spending authority for the Minard Hall project
(2013 Senate Bill No. 2003, Section 31) - This hill requires Budget Section approval for NDSU to increase

spending authorization for the Minard Hall project.

OFFICE OF MANAGEMENT AND BUDGET
2011-13 Biennium General Fund Revenues and Expenditures
The Budget Section received a report from OMB on the final status of the general fund for the 2011-13 biennium.

Unobligated general fund balance - July 1, 2011
Balance obligated for authorized carryover from the 2009-11 biennium

Total beginning general fund balance - July 1, 2011
Add total general fund revenue for the 2011-13 biennium

Total available

Less expenditures
Original appropriations
Legislative appropriations - Special session
Contingent legislative appropriations - Special session
Authorized carryover from the 2009-11 biennium
Emergency appropriations available to spend in the 2011-13 biennium
Supplemental appropriations - 2009-11 biennium
2011-13 emergency appropriations utilized in the 2009-11 biennium

Total expenditures
Unspent authority returned to the general fund

Ending balance before transfers

Transfer to budget stabilization fund
Net effect of other transfers, adjustments, and cash certifications

Total transfers and adjustments
Unobligated general fund balance - June 30, 2013

1Supplemental (deficiency) appropriations include:
Department of Human Services
Department of Transportation
State Department of Health
Department of Public Instruction - Professional development grant program
Job Service North Dakota
Highway Patrol
Tax Commissioner
Attorney General
Minot State University
State Fair Association
State Treasurer

Total supplemental appropriations

($4,066,853,792)
(96,832,668)
(73,000,000)

(106,955,389)
(329,686,240)
(60,314,701)"

519,254

$996,832,711
106,955,389

$1,103,788,100
5,155,854,560

($181,060,585)°
494,192

$6,259,642,660

(4,733,123,536)
50,106,455

$20,900,000
36,138,893
426,000
45,000
5,847
300,000
981,855
70,000
52,745
674,361
720,000

$1,576,625,579

(180,566,393)

$60,314,701

$1,396,059,186

*Transfer based on 2013-15 biennium general fund appropriations and the statutory cap of 9.5 percent of appropriations, pursuant

to Section 54-27.2-01.

2011-13 Biennium General Fund Emergency and

Supplemental Appropriations and General Fund Turnback

The Budget Section received a report from OMB on the 2011-13 biennium agency emergency and supplemental
appropriations amounts. Emergency and supplemental appropriations totaled $60.3 million. The Budget Section
received a report from OMB on the 2011-13 biennium agency unspent general fund appropriation amounts (turnback).
Unspent (turnback) 2011-13 biennium general fund appropriation authority totaled approximately $50.1 million. The
Department of Public Instruction had turnback of $11.9 million, of which $10 million related to mill levy reduction
grants. The Department of Human Services had turnback of $14 million related primarily to long-term care program
savings.

2013-15 Status of the General Fund

At each Budget Section meeting, a representative of OMB reviewed the status of the state general fund and
revenue collections for the 2013-15 biennium. The following is a summary of the status of the state general fund,
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based on actual revenue collections through August 2014, and reflecting the August 2014 revised revenue forecast for
the remainder of the 2013-15 biennium:

Unobligated general fund balance - July 1, 2013 $1,396,059,186
Balance obligated for unspent emergency appropriation authority 165,874,199
Balance obligated for authorized carryover from the 2011-13 biennium 89,503,462
Total beginning general fund balance - July 1, 2013 $1,651,436,847
Add

General fund collections through August 2014 $3,280,745,030

Forecasted general fund revenue for the remainder of the 2013-15 biennium 2,450,691,417
Total revenues 5,731,436,447
Total available $7,382,873,294
Less

Legislative appropriations - One time ($2,433,567,701)

Legislative appropriations - Ongoing (4,429,019,653)

Contingent appropriation - Dickinson State University (6,000,000)

Contingent appropriation - Department of Public Instruction (5,000,000)

Authorized carryover from the 2011-13 biennium (89,503,462)

2013-15 emergency appropriations utilized in the 2011-13 biennium 163,812,041
Total appropriations (6,799,278,775)
Estimated ending general fund balance - June 30, 2015 $583,594,519"

'Pursuant to Section 54-27.2-02, any end-of-biennium balance in excess of $65 million must be transferred to the budget
stabilization fund, up to a maximum of 9.5 percent of general fund appropriations.

August 2014 Revenue Forecast
The Budget Section received the OMB August 2014 revenue forecast. The revised revenue forecast for the
2013-15 biennium anticipates general fund revenue will total $4.9 billion, $285 million more than the 2013 legislative
forecast. The preliminary 2015-17 biennium revenue forecast anticipates total general fund revenue of $5.2 billion for
the 2015-17 biennium, $293 million more than the 2013-15 biennium revised forecast.

Employee Bonuses

The Office of Management and Budget reported to the Budget Section in September 2013 and September 2014
regarding the number of agencies when the number of employees receiving bonuses exceeded the 25 percent
limitation pursuant to Section 54-06-30. The Budget Section learned agencies may not give bonuses to more than
25 percent of their employees except in special circumstances approved by HRMS. The Budget Section learned
HRMS is required to report exceptions to the Budget Section. In September 2013, OMB reported the Department of
Veterans' Affairs provided five employee bonuses, four more than the 25 percent limitation. The Office of Management
and Budget provided 32 employee performance bonuses, one more than the 25 percent limitation. In
September 2014, OMB reported no agencies made requests or exceeded the 25 percent limitation as of July 1, 2014.

Fiscal Irregularities
Pursuant to Section 54-14-03.1, the Budget Section received reports from OMB on irregularities in the fiscal
practices of the state. Fiscal irregularities include the use of state funds to provide bonuses, cash incentive awards,
and temporary salary adjustments for state employees. The Office of Management and Budget identified the following
fiscal irregularities:

Agency Amount Reason
Aeronautics Commission $2,500 | Additional pay to fill in for open FTE position
Agriculture Commissioner $3,192 | Payment for assuming Deputy Agriculture Commissioner duties due to a vacancy
Department of Commerce $1,531 | Settlement agreement
Game and Fish Department $1,000 | Payment for a temporary workload adjustment due to a vacancy
Governor's office $1,000 | Payment for assuming duties due to a vacancy
State Department of Health $1,203 | Additional pay to fill in for open FTE position
Industrial Commission $4,700 | Recruitment bonus paid to an employee working in another state agency
School for the Blind $5,804 | Payment for summer contracts outside of four teachers' nine-month contracts
State Library $502 | Payment for assuming information technology duties due to a vacancy
Tax Commissioner's office $6,000 | Retroactive pay
Tax Commissioner's office $1,000 | Temporary workload adjustment
Tax Commissioner's office $500 | Temporary workload adjustment
Department of Transportation $705 | Pay adjustment
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Capital Improvements Preliminary Planning Revolving Fund

The Office of Management and Budget requested authority to use funds from the capital improvements preliminary
planning revolving fund for prepayment of consulting and planning fees for proposed capital improvements projects
pursuant to Section 54-27-22. The funds are available for studies, planning, architectural programming, schematic
designs, and cost estimates relating to proposed new capital improvements and major remodeling of existing facilities.
The Office of Management and Budget reported agencies, institutions, and departments interested in obtaining
planning funds must submit a written request to OMB. The Office of Management and Budget evaluates the request
and forwards it to the Budget Section with a recommendation. The funds will be repaid to the capital improvements
preliminary planning revolving fund when the project is approved and funds are appropriated for the project. Funds are
not repaid for projects that are considered but not approved.

The Office of Management and Budget requested $190,000 from the capital improvements preliminary planning
revolving fund for projects pursuant to Section 54-27-22. The Budget Section approved the OMB request to use
$190,000 from the capital improvements preliminary planning revolving fund for prepayment of consulting and planning
fees for the proposed capital improvements projects as follows:

Office of
Office of Management
Preliminary | Management and and Budget
Estimated Cost Planning Budget Approval | Recommended
Agency Project of the Project Request Recommendation | Funding Level

Facility Management for Two-tier parking deck $9,000,000 $24,900 Yes $22,000
Capitol Grounds Planning
Commission
Williston State College Storm water master plan Not provided $90,000 Yes 45,000
Dickinson State University Student academic center $100,000 No
Valley City State University Fine arts building $19,800,000 Yes 79,000
School for the Deaf Resource |Smith building $1,669,800 $25,000 Yes 20,000
Center for Deaf and Hard of (Administration)
Hearing
School for the Deaf Resource |Accessible link between $2,300,000 $25,875 No
Center for Deaf and Hard of spears building and
Hearing trades building
School for the Deaf Resource |Boiler replacement $734,800 $12,000 No
Center for Deaf and Hard of
Hearing
State Historical Society of Stabilization of Double $1,150,000 N/A Yes 15,000
North Dakota Ditch State Historic Site
Parks and Recreation Accessible comfort $757,000 N/A Yes 9,000
Department stations
Total funding $190,000

Tobacco Settlement Proceeds
Pursuant to Section 54-44-04, the Budget Section received reports on tobacco settlement proceeds received by the
state. The Office of Management and Budget reported for the 2013-15 biennium to date through September 2014,
approximately $65.5 million had been received by the state, and total payments received to date were $433.3 million.
As directed in the initiated measure adopted by voters in November 2008, funds received in 2013 and 2014 were
deposited into the tobacco settlement trust fund and the tobacco prevention and control trust fund as follows:

Tobacco Settlement Tobacco Prevention and

Trust Fund Control Trust Fund Total
Period (Amounts Shown in Millions) | (Amounts Shown in Millions) | (Amounts Shown In Millions)
April 2013 $20.1 $11.4 $31.5
April 2014 22.8 11.2 34.0
Total $42.9 $22.6 $65.5

The proceeds deposited in the tobacco prevention and control trust fund are administered by the Tobacco
Prevention and Control Executive Committee, and the proceeds deposited in the tobacco settlement trust fund have
been allocated among the community health trust fund, common schools trust fund, and water development trust fund
as follows pursuant to Section 54-27-25:
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Tobacco settlement trust fund
Community health trust fund (10 percent) $4,286,928
Common schools trust fund (45 percent) 19,291,175
Water development trust fund (45 percent) 19,291,175
Total transfers from the tobacco settlement trust fund $42,869,278
Tobacco prevention and control trust fund 22,608,485
Total tobacco settlement proceeds received during the 2013-14 interim $65,477,763

2013-15 Biennium Budget Form Changes
Pursuant to Section 54-44.1-07, OMB did not propose any changes to the 2015-17 biennium budget data.

Federal Grant Applications
The Office of Management and Budget reported quarterly to the Budget Section regarding state agencies applying
for federal grants estimated to be $25,000 or more pursuant to Section 54-27-27. Section 54-27-27 requires OMB to
present at each meeting of the Budget Section reports received from state agencies, other than entities under the
control of the State Board of Higher Education, that have applied for federal grants estimated to be $25,000 or more.
The Office of Management and Budget reported the following agencies applied for federal grants estimated to be
$25,000 or more:

Agency Time Period of Grant Amount
June 2013
Information Technology Department 2013 through 2017 $1,196,000
Attorney General, Bureau of Criminal October 2013 through September 2016 $314,195
Investigation
September 2013
Department of Veterans' Affairs October 2013 through September 2014 $50,000
December 2013
Department of Veterans' Affairs 2014 through 2015 $1,900,000
June 2014
Department of Public Instruction 5 years $1,900,000/year
Department of Public Instruction 5 years $750,000/year
Department of Public Instruction October 2014 through March 2016 $250,000
September 2014
Department of Public Instruction July 2015 through June 2017 $400,000

Information Technology Study

Pursuant to Section 8 of 2013 Senate Bill 2021, the Budget Section received a report from OMB regarding findings
and recommendations regarding its information technology relocation and consolidation study of information
technology equipment operated by the Attorney General and other agencies. The Budget Section learned OMB
contracted with UmmelGroup International, Inc., to conduct the study. The UmmelGroup International, Inc., reported
the study resulted in a recommendation to consolidate the information technology equipment of the Public Service
Commission, the Department of Mineral Resources Oil and Gas Division, and the State Water Commission with ITD,
but not to consolidate the equipment of the Attorney General's office.

Missouri River Correctional Center Land Use Study

Pursuant to Section 4 of 2013 Senate Bill 2015, the Budget Section received a report from OMB regarding the
results of the Missouri River Correctional Center (MRCC) land use study. The Budget Section learned OMB
contracted with BWBR Architects, Inc., to conduct the study. BWBR Architects reported the objective of the study was
to develop options for the feasibility and desirability of relocating the MRCC to a site adjacent to the Youth Correctional
Center (YCC) in Mandan and to determine whether consolidation of the MRCC and YCC facilities would result in
operational efficiencies for the Department of Corrections and Rehabilitation. BWBR Architects reported the land use
study was to review options to develop all or a portion of the current MRCC site into a public park, and in addition, the
study was to identify if the MRCC should be moved due to recent flooding issues and if its current site would be better-
suited as a public day park.

BWBR Architects reported the results of the study concluded it may be physically feasible to relocate the MRCC to
a site adjacent to YCC and maintain adequate sight and sound separation between the MRCC and YCC facilities, but
relocating the MRCC facility to a site adjacent to YCC would not be desirable because of the risk associated with
maintaining strict physical separation of two distinct populations located in close proximity to each other. BWBR
Architects reported the study also concluded there are few opportunities to share services that would result in
operational efficiencies or operational cost-savings that might offset the risk. The study found the existing MRCC land
is well-suited for a public day park. Opportunities for a park could utilize either the full site or just a portion which would
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allow the MRCC facility to continue to occupy a portion of the site. BWBR Architects reviewed the MRCC land use
options, including:

Missouri River Correctional Center Land Alternatives

Total Projected Cost for
the Park Proposal During
the 2015-17 Biennium

Relocate MRCC to existing YCC site near Mandan.
cropland would continue to be rented, and 600 acres would be converted to a large, regional day use park.

Relocate MRCC to existing YCC site near Mandan. Of the 900 available acres, 300 acres of existing
cropland would continue to be rented, 520 acres would be converted to a large, regional day use park,

and 80 acres adjacent to the existing MRCC site would remain undeveloped.

Retain MRCC on the existing site. Of the 900 available acres, 300 acres of existing cropland would
continue to be rented (and would act as a physical buffer between MRCC and the day use park),
200 acres would be converted to a day use park, and the rest of the site would remain undeveloped.

Of the 900 available acres, 300 acres of existing

$11,030,000

$11,897,000

$7,110,000

State Board of Higher Education Project Variance Reports

The Office of Management and Budget reported to the Budget Section regarding semiannual capital project
variance reports from the State Board of Higher Education pursuant to Section 15-10-47. Section 15-10-47 requires
whenever any new construction, renovation, or repair, valued at more than $250,000, is underway on the campus of
an institution of higher education under the control of the State Board of Higher Education, the State Board of Higher
Education must provide OMB with semiannual project variance reports. The reports must include:

Name or description of the project.

Expenditures authorized by the Legislative Assembly.

Amount of the original contract.

Amount of any change orders and description.

Amount of any potential or anticipated change orders.

Sum of the original contract, change orders, and potential or anticipated change orders and the amount by
which that sum varies from the expenditures authorized by the Legislative Assembly.

Total expenditures to date.

Scheduled date of completion as noted in the original contract and the latest available scheduled date of

completion.

List of each public and nonpublic entity that has a contractually reflected financial obligation with respect to the

project.

In June 2014, OMB reported project variance reports for University System projects through December 31, 2013,

as follows:
Current Contract
Number of Adjusted Contract (Over)/Under
Projects Authorization Amounts Authorization
Projects Specifically Authorized by the
Legislative Assembly
Bismarck State College 5 $34,135,000 $12,672,213 $21,462,787
Lake Region State College 1 $5,901,617 $5,901,617
Williston State College 5 $34,181,172 $15,780,565 $18,400,607
University of North Dakota 15 $244,171,592 $37,566,103 $206,605,489
North Dakota State University 15 $139,776,050 $48,455,166 $91,320,884
North Dakota State University Extension Services 6 $17,894,581 $11,679,328 $6,215,253
Northern Crops Institute 1 $926,971 $926,971
North Dakota Forest Service 1 $785,000 $785,000
North Dakota State College of Science 5 28,935,879 19,791,461 $9,144,418
Mayville State University 5 $9,908,328 $8,744,788 $1,163,540
Minot State University 11 $44,013,460 $22,860,591 $21,152,869
Valley City State University 6 $19,241,990 $18,989,968 $252,022
Dakota College at Bottineau 8 $10,146,109 $10,146,109
Projects Approved by the State Board of Higher
Education
Williston State College 1 $525,000 $360,802 $164,198
University of North Dakota 5 $4,774,610 $2,368,344 $2,406,266
Minot State University 3 $6,000,000 $974,602 $5,025,398
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REPORTING OF LEGISLATIVE BUDGET CHANGES - 2015 SESSION
The Budget Section considered and approved an alternative method of reporting legislative changes relating to the
development of the state budget during legislative sessions.

The alternative method will affect the way legislative budget changes are reflected on the "official" weekly budget
status report and in statements of purpose of amendments to appropriation bills by comparing legislative budget
changes in detail to the base level (the previous biennium legislatively approved funding levels excluding "one-time"
funding items) rather than to the executive budget recommendation. This alternative reporting format will not affect
any processes used by the Governor or OMB. Base level revenue amounts will be adopted by the Budget Section at
its December meeting, prior to the legislative session, based on the executive budget revenue forecast. The Budget
Section approved the alternative method directing the Legislative Council staff to use, for budget status and statement
of purpose of amendment reporting and comparison purposes, base level amounts rather than executive budget
recommended amounts. The new reporting format will be implemented for the 2015 legislative session.

NORTH DAKOTA UNIVERSITY SYSTEM
Capital Projects
During the 2013-14 interim, the University System requested Budget Section approval relating to capital
construction projects. The Budget Section acted on the following University System capital project requests:

Dakota College at Bottineau

e Campus generator - Pursuant to Section 15-10-12.1 and 48-01.2-25, the Budget Section approved an
increase in spending authority by $74,380, from $375,820 to $450,200. The additional funding is as follows:
$16,675 from the capital projects contingency pool and $57,705 from operating funds (March 2014).

North Dakota State College of Science

e Football complex renovation - Pursuant to Section 48-01.2-25, the Budget Section approved an increase in
spending authority by $150,000, from $1,350,000 to $1,500,000. The additional funding will be raised by the
college (June 2014).

North Dakota State University

o Sanford Health Athletic Complex - Pursuant to Section 15-10-12.1, the Budget Section approved an increase
in spending authority by $5,595,644, from $35,404,356 to $41,000,000. The additional funding is from private
donations (December 2013).

e Center for Computationally Assisted Science and Technology - Pursuant to Section 15-10-12.1, the Budget
Section approved an increase in spending authority by $3,610,000, from $660,000 to $4,270,000, and pursuant
to Section 48-01.2-25 to increase the scope of the Center for Computationally Assisted Science and Technology
project. The additional funding is from federal funds (December 2013).

e Northern Crops Institute feed mill - Pursuant to Section 15-10-12.1, the Budget Section approved an
increase in spending authority by $826,971, from $100,000 to $926,971, and pursuant to Section 48-01.2-25 to
increase the scope of the Northern Crops Institute feed mill project. The additional funding is from private
donations ($597,730) and special funds ($229,241) (December 2013).

e Extension Service 4-H camp - Pursuant to Section 15-10-12.1 and 48-01.2-25, the Budget Section approved
a change in scope and to increase spending authority by $700,000, from $1,900,000 to $2,600,000. The
additional funding is from fundraising activities (March 2014).

University of North Dakota (UND)

e Aerospace building - Pursuant to Section 15-10-12.1, the Budget Section approved spending authorization of
$24,950,000 for an aerospace building project. The funding is from private donations or grants (December
2013).

e Collaborative energy center - Pursuant to Section 15-10-12.1, the Budget Section approved spending
authorization of $15.5 million for a collaborative energy center project. The funding is from private donations or
grants (December 2013).

e Law School renovation and addition - Pursuant to Section 48-01.2-25, the Budget Section approved to
increase spending authority by $3,013,276, from $11,400,000 to $14,413,276. The additional funding is as
follows: $2,507,448 from private funds and $505,828 from available contingency funds (June 2014).

e UND School of Medicine and Health Sciences renovation - Pursuant to Section 15-10-12.1, the Budget
Section approved to increase spending authority by $600,000. The additional funding is as follows: $300,000
from tuition income and $300,000 from grant income (June 2014).
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Valley City State University

e President's house accessibility - Pursuant to Section 48-01.2-25, the Budget Section approved to increase
spending authority by $200,000 of private funds related to the historic president's house accessibility project
(September 2013).

Williston State College

e Stevens Hall renovation - Pursuant to Section 48-01.2-25, the Budget Section approved a reduction in scope
and an increase in spending authorization by $517,551, from $11,630,354 to $12,147,905. The additional
funding is from the capital contingency pool (September 2013).

e Workforce training project - Pursuant to Section 15-10-12.1 and Section 48-01.2-25, the Budget Section
approved an increase in scope and budget of the workforce training project by $1,500,000, from $6,738,267 to
$8,238,267. The additional funding is from private funding sources (donations), a reduction in funds from
revenue, and increased borrowing authority from the Bank of North Dakota (March 2014).

Local Funds Report
Pursuant to Section 15-10-12.3, the Budget Section received a report on sources of funds received for construction
projects of entities under the State Board of Higher Education. The University System presented a report detailing
sources of funds received for construction projects of entities under the State Board of Higher Education.

Capital Projects Contingency Pool

Pursuant to Section 24 of 2013 Senate Bill No. 2003, the Budget Section received a report on funds distributed
from the capital projects contingency pool. The University System reported in December 2013 that the 2013
Legislative Assembly provided $5,483,413 for the capital projects contingency pool. The University System allocated
$858,984 for the following: a campus drive project at Williston State College ($90,000), a Stevens Hall renovation
project at Williston State College ($517,551), and an Erlandson remodel and expansion project at Lake Region State
College ($251,433). Since the December 2013 report, the University System has allocated an additional $4,114,453
for the following: a communications and creative arts center at Bismarck State College ($560,626), the School of
Medicine and Health Sciences renovation and addition and law school renovation and space utilization study for UND
($1,813,785), new construction of the STEM classroom and laboratory building at NDSU ($1,247,709), the renovation
of Old Main at North Dakota State College of Science ($358,778), campus-wide drainage improvements at Minot State
University ($95,559), the hillside slope failure at Valley City State University ($21,321), and the campus backup
generator at Dakota College at Bottineau ($16,675). Contingency pool funding of $509,976 remains unallocated as of
October 29, 2014.

Master Plan
The Budget Section received a report from the University System regarding the system's master plan. The
University System reported the system has retained a consultant to conduct an analysis of all 11 institutions to
evaluate data on enrollment, classroom utilization, facility utilization, and demographic analysis for degree production
and gaps between degree production and employment opportunities.

Information Technology Data Breach

The University System presented information to the Budget Section regarding an information technology data
breach. A data breach is an unauthorized dissemination of information. The University System reported that viruses
were used to access usernames and passwords to gain unauthorized access to a University System server. A
forensic analysis concluded with 99 percent assurance none of the data accessed was used. The University System
reported credit counseling was provided to users affected by the data breach, and changes had been made to prevent
another data breach, which include: equipment upgrades, reengineering desktop support, mandatory security
screening for all employees, and workplace review to identify potential changes to prevent a data breach.

Phishing Email Attack

The University System presented information to the Budget Section regarding an NDSU phishing email attack and
subsequent unauthorized access to personal information at NDSU. The Budget Section learned NDSU employees
received approximately 140 fraudulent emails asking employees to click a link to confirm their salary revision
documents. The University System reported eight individuals clicked on the link allowing the unauthorized users to
access the employees' personal payroll data information, and as a result, seven of the eight employees' payroll checks
were stolen. The University System reported the total amount of lost wages was over $28,600 and NDSU reimbursed
the employees for the lost wages. The Budget Section learned Core Technology Services was alerted of the
compromised accounts, and the ConnectND employee direct deposit self-service system was disabled. The University
System reported no other campus received the emails and the University System is in the process of installing
detection and threat prevention devices on each campus, and the new device would not have prevented the emails
from being received, but would have likely blocked the personal information from being provided to the unauthorized
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users. The University System reported this was a targeted phishing attack, and most email systems are designed to
detect and block mass phishing attempts, not targeted attacks.

Consolidation of North Dakota University System Information Technology Services

Pursuant to Section 22 of 2013 Senate Bill No. 2003, the Budget Section received a report on the status of the
consolidation of University System information technology services and the location of staff members providing those
services. The University System reported that the new University System information technology building was
dedicated in November 2013, 101 information technology staff had moved into the office building, and 30 staff
members are located in Fargo. The Budget Section also learned the University System has retained a consultant to
conduct an analysis of all 11 institutions to evaluate data on enrollment, classroom utilization, facility utilization, and
demographic analysis for degree production and gaps between degree production and employment opportunities.

NORTH DAKOTA STATE UNIVERSITY
Minard Hall Project
North Dakota State University provided a report to the Budget Section regarding the status of the Minard Hall
project pursuant to Section 31 of 2013 Senate Bill No. 2003. North Dakota State University reported in December
2013, the Minard Hall project was substantially complete, and the building was fully occupied for the fall 2013
semester.

North Dakota State University informed the Budget Section that the law firm Anderson, Bottrell, Sanden, and
Thompson is representing NDSU in two separate litigation proceedings. North Dakota State University brought suit
against the state fire and tornado fund, which provides property insurance for NDSU. North Dakota State University
has also brought suit against selected project contractors. The Budget Section learned written discovery and
depositions are ongoing for both lawsuits, and a trial date has not yet been set for the lawsuit against the state fire and
tornado fund. The Budget Section learned a trial date for the lawsuit against the project contractors will be in
March 2015.

The Budget Section learned approximately $4.8 million of the $22.9 million total project cost is associated with the
collapse of Minard Hall.

DICKINSON STATE UNIVERSITY
Theodore Roosevelt Presidential Library

The Budget Section learned the City of Dickinson has committed $3 million of nonstate funds for the required
matching to access the state funding of up to $6 million from the general fund for the Theodore Roosevelt Presidential
Library pursuant to 2013 Senate Bill No. 2018. The City of Dickinson may commit an additional $5 million for the
project. The Budget Section learned that Dickinson State University has created an entity for the project named the
Theodore Roosevelt Library Foundation, and the foundation anticipates receiving approval for nonprofit status from the
Internal Revenue Service. The Budget Section learned that current projections from the foundation anticipate the new
center will have 125,000 to 150,000 visitors each year. The foundation anticipates creating a website enabling the
general public to access the works of Theodore Roosevelt.

MINOT STATE UNIVERSITY
Campus Security
The Budget Section learned Minot State University requested a $1,485,000 grant from the oil and gas impact grant
fund and was awarded $1,018,000 to make additional safety and security improvements, including enhancing
emergency response, enhancing video surveillance, and improving lighting on campus.

UNIVERSITY OF NORTH DAKOTA
School of Medicine and Health Sciences Walkway
The Budget Section learned the walkway project at the family practice center in Bismarck will be managed by
Sanford Health, and the School of Medicine will be providing funds for its share of the cost of the project to Sanford
Health. The Budget Section also learned the project is on schedule, and an ownership agreement between the School
of Medicine and Sanford Health will be prepared to establish ownership, responsibilities of operation and maintenance,
and the method for transferring funds.

School of Medicine and Health Sciences Naming Opportunities
The 2013 Legislative Assembly authorized construction of a new School of Medicine and Health Sciences building
project of up to $122,450,000. The Budget Section learned the UND Foundation is allowing individuals and
organizations to name the building or rooms in the building depending on the level of funds donated to the foundation.
The Budget Section learned the UND Foundation, by using the naming opportunities, is leveraging the investment
made by the Legislative Assembly to generate additional funding, primarily for student scholarships.
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STATE BOARD OF AGRICULTURAL RESEARCH AND EDUCATION
Status Report
The State Board of Agricultural Research and Education provided information to the Budget Section regarding the
status of board activities pursuant to Section 4-05.1-19(10). The board reported information regarding the North
Dakota Agricultural Experiment Station and the NDSU Extension Service budget along with activities of the board, its
initiatives and projects, including enhancing crop development and protection efforts and enhancing the research
capacity at the research extension centers.

DEPARTMENT OF COMMERCE
Centers of Excellence and Centers of Research Excellence Audit and Monitoring Reports

The Budget Section received monitoring and annual audit reports of centers of excellence and centers of research
excellence pursuant to Sections 15-69-05 and 54-65-03. The Department of Commerce reported $53.4 million of state
centers of excellence funds and $204 million in nonstate funds have generated a total economic impact of an
estimated $691 million. The Department of Commerce also reported each centers of excellence award is monitored
for a period of 6 to 10 years, and centers are reviewed after a period of at least 3 full fiscal years. The review includes
determining whether the centers are having the desired economic benefits. The Department of Commerce reported
that centers of excellence and centers of research excellence participants and the Centers of Excellence Commission
assessment include:

Center of Excellence and Center of Research Excellence Commission's Assessment

Lake Region State College - Dakota Precision Ag Center

NDSU - Center for Advanced Electronics Design and Manufacturing

NDSU - Center for Agbiotechnology: Oilseed Development

NDSU - Center for Surface Protection

UND - Petroleum Research, Education, and Entrepreneurship Center Meets

UND - Unmanned Aircraft Systems (UAS) Research, Education, and Training
Enhancement Grant: Predator Mission Aircrew Training System (PMATS)

UND - UAS Center of Excellence

Dickinson State University Strom Center for Entrepreneurship and Rural Revitalization -
Institute for Technology and Business

NDSU - Center for Biopharmaceutical Research and Production
NDSU - Center for Integrated Electronic Systems
UND - Center of Excellence in Space Technology and Operations

UND - SUNRISE BioProducts Center of Excellence for Chemicals, Polymers, and
Composites

UND Research Foundation - Center for Passive Therapeutics

UND Research Foundation - Center of Excellence in Life Sciences and Advanced
Technology

Bismarck State College - National Energy Center of Excellence

UND Energy and Environmental Research Center (EERC) - National Center for Hydrogen
Technology

Williston State College - Petroleum Safety and Technology Center

Valley City State University

NDSU - Center for Sensors, Communication, and Control

Dakota College at Bottineau - Entrepreneurial Center for Horticulture

UND - UAS Software Curriculum and Development

UND - Grand Forks Air Force Base Realignment Business Transition Program
NDSU - Research 1 Expansion

UND Center for Innovation - Certificate Programs for Motion Video and Activity-Based
Intelligence Analysis

UND CFI - V2 Aerospace, Inc., Technical Assistance Request

NDSU - Material and Nanotechnology Center

UND - Limited Deployment Cooperative Airspace Project

NDSU - ADS-B Miniaturization Program (LD-CAP)

UND - Global Hawk Sensor Operator Part Task Trainer

UND Center for Innovation - Joint Distributed Common Ground System

UND - Airspace Integration Team - UAS National Test Site (Phase |, I, III)
UND CFI - Enhanced Use Lease (EUL) for Grand Forks Air Base lll

NDSU - Center for Advanced Technology Development and Commercialization
UND - Law Enforcement and Public Safety Agency Small UAS Course
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Meets expectations
Meets expectations
Meets expectations
Meets expectations
Meets expectations
Meets expectations

Meets expectations
Needs improvement

Needs improvement
Needs improvement
Needs improvement
Needs improvement

Needs improvement
Needs improvement

Released from postaward monitoring
Released from postaward monitoring

Released from postaward monitoring

Closed - Unspent funds returned
No assessment until June 2014
No assessment until June 2014
No assessment until June 2014
No assessment until June 2014
No assessment until June 2014
No assessment until June 2014

No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2015
No assessment until June 2016
No assessment until June 2016




Center of Excellence and Center of Research Excellence Commission's Assessment

No assessment until June 2016
No assessment until June 2016
No assessment until June 2016

NDSU - Center for Life Sciences Research and Applications
NDSU - Center for Technologically Innovative Process and Products
UND - Center for Avian Therapeutics for Infectious Diseases

Renaissance Fund Organizations Annual Audits
The Department of Commerce reported on the annual audits of renaissance fund organizations pursuant to Section
40-63-07(9). The department reported 55 cities have a renaissance zone, eight of which have established
renaissance fund organizations. The Budget Section learned three of the eight renaissance fund organizations have
submitted independent auditor's reports to the department with no findings, and the remaining five renaissance fund
organizations are in the process of submitting reports. The Budget Section learned four renaissance fund
organizations, including Casselton, Jamestown, West Fargo, and Fargo, have closed and do not require an audit.

The department reported the following tax credit summary to the Budget Section in September 2014:

Total Credits Total Credits Total Credits Available®
Renaissance Tax Credits Authorized Claimed Committed Uncommitted
Category 1 - (0 to 5,000 population) $985,866 $520,866° $465,000
Category 2 - (5,001 to 30,000 population) 250,000 250,000°
Category 3 - (Over 30,000 population) 7,264,134 4,835,000 1,763,750 $665,384
Total $8,500,000 $5,605,866 $2,228,750 $665,384

'of the $2,894,134 credits available, $563,750 reserved for Fargo, $465,000 reserved for Hope, and $1.2 million for Grand Forks. If
not claimed in a timely manner, the reserved credits can be used by other renaissance fund organization cities.

*Category 1 cities - Casselton ($37,500), Hazen ($15,500), Mayville ($145,150), and Hope ($322,716).
3Category 2 cities - Jamestown ($150,000) and West Fargo ($100,000).
“Category 3 cities - Fargo ($4,835,000).

Long-Term Care Grants
Pursuant to Section 8 of 2013 House Bill No. 1358, the Budget Section received a report regarding the status of
grants awarded to nursing homes, basic care facilities, and providers of services to individuals with developmental
disabilities located in oil-producing counties. The Department of Commerce reported the department is planning
two grant rounds with $1 million to be awarded in both January 2014 and January 2015. The department reported
January 2014 grant applicants were received from 36 organizations with approximately 2,572 FTE employees and will
be awarded approximately $389 per FTE position.

Experimental Program to Stimulate Competitive Research and Research North Dakota
Pursuant to Section 37 of 2013 Senate Bill No. 2018, the Budget Section received a report regarding the
Experimental Program to Stimulate Competitive Research and Research North Dakota, including the Research North
Dakota venture investment program. The Department of Commerce reported the number of applications and
approved awards as follows:

Program Applications Received Applications Approved Awards Approved
Research North Dakota 4 2 $78,401
Research North Dakota BIO 1 1 $1,000,000
Venture grant 7 6 $599,222

GAME AND FISH DEPARTMENT
Land Acquisition Requests
Pursuant to Section 20.1-02-05.1, the Budget Section received requests from the Game and Fish Department for
the approval of the following land acquisitions:

Cavalier County
The Budget Section received and approved a request from the Game and Fish Department to purchase 160 acres
adjacent to existing wildlife management areas in Cavalier County. The purchase price of the land was $105,000 for
80 acres ($1,312.50 per acre) and $110,000 for 80 acres ($1,375 per acre).

The Budget Section received and approved a request from the Game and Fish Department to purchase 160 acres

adjacent to existing wildlife management areas in Cavalier County. The purchase price of the land was $220,000
($1,375 per acre).
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Sargent County
The Budget Section received and approved a request from the Game and Fish Department to purchase 47 acres
adjacent to existing wildlife management areas in Sargent County. The purchase price of the land was $187,000
($3,978.23 per acre).

DEPARTMENT OF TRUST LANDS
State Agency Unclaimed Property

The Budget Section received reports from the Department of Trust Lands regarding state agencies that have not
submitted a claim for unclaimed property belonging to that agency pursuant to Section 47-30.1-24.1. The Budget
Section learned the North Dakota Uniform Unclaimed Property Act has been in effect since 1975, and since that time,
North Dakota state agencies have been reported as being owners of unclaimed property. The 2003 Legislative
Assembly enacted Section 47-30.1-24.1 in an effort to resolve the issue of state agency unclaimed property. Section
47-30.1-24.1 provides within one year of receipt of state agency property, the administrator of unclaimed property shall
notify the agency by certified mail. The Commissioner of the University and School Lands is to present a report to the
Budget Section identifying every state agency that has not submitted a claim for property belonging to that agency
within one year of the receipt of the date of the certified mail receipt, and upon approval of the Budget Section, the
agency relinquishes its right to recover its property.

The Department of Trust Lands reported during the 2013-14 interim, its Unclaimed Property Division identified
6 state agencies with 16 unclaimed properties as of September 2013 and 11 state agencies with 15 unclaimed
properties as of June 2014. Certified letters were mailed to those agencies. All identified state agencies confirmed
receipt of the certified mailing but did not submit a claim for the property listed.

The Budget Section pursuant to Section 47-30.1-24.1 approved the lists of state agencies relinquishing their rights
to recover unclaimed property in September 2013 and in June 2014.

PARKS AND RECREATION DEPARTMENT
Expansion of Public Improvements

Pursuant to Section 48-01.2-25, the Budget Section received a request from the Parks and Recreation Department
for the approval of an expansion of capital improvement projects and to increase special funds spending authority
pursuant to Chapter 54-16. The Budget Section approved an expansion of the following capital projects: Lewis and
Clark State Park, campsite expansion $149,000; Fort Stevenson State Park, administrative office $95,000; and Lake
Sakakawea State Park, campground $54,000. The Budget Section approved under Chapter 54-16 to increase
special funds spending authority for these projects by $298,000, from $1,770,000 to $2,068,000.

JOB SERVICE NORTH DAKOTA
Status of the Job Insurance Trust Fund
Pursuant to Section 52-02-17, the Budget Section received a report on the status of the job insurance trust fund.
As of December 31, 2013, Job Service North Dakota reported the trust fund balance was $153.7 million. Job Service
North Dakota reported the fund is 16 percent over the target and the difference between the target and the actual
balance will be reduced in future years with the rate setting process.

INFORMATION TECHNOLOGY DEPARTMENT

Annual Reports
Pursuant to Section 54-59-19, the Budget Section received the ITD 2012-13 and 2013-14 annual reports. The
Information Technology Department reported revenue for fiscal year 2014 totaled $61.9 million, and the majority of ITD
revenue is generated from computer hosting (34 percent), software development (32 percent), and direct billing service
fees (20 percent). The Information Technology Department reported the rates charged for fees and services by ITD
compare favorably to those charged by surrounding states, and through the annual customer survey, customers of ITD
report the following:

e 89.7 percent agree that ITD services met their business needs.
e 97.5 percent viewed ITD as a trusted business partner.
e 88.5 percent agree ITD provides technology direction.

e 88.5 percent agree ITD is aligned with their mission.
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The Information Technology Department reported within the next 5 to 10 years, it is anticipated that many of the
applications currently hosted within ITD will be hosted with "cloud" storage. The Budget Section learned ITD received
three bids in response to a request for proposal (RFP) to enhance the state network and provide additional bandwidth.
The Information Technology Department reported it awarded the contract to Dakota Carrier Network.

Information Technology Desktop Support Study Results
Pursuant to Section 9 of 2013 Senate Bill No. 2021, the Budget Section received a report from ITD regarding
findings and recommendations and legislation required to implement recommendations of the ITD desktop support
study. The Budget Section learned that the results of the study include the recommendation for a hybrid model, in
which 32 smaller agencies would receive desktop support from ITD and 16 larger agencies would provide their own
desktop support.

DEPARTMENT OF HUMAN SERVICES
Transfers in Excess of $50,000
The Budget Section received a report from DHS regarding transfers in excess of $50,000 pursuant to Section 3 of
2013 House Bill No. 1012. The Budget Section learned through September 2014, the department had the following
transfers between line items and between subdivisions of House Bill No. 1012 in excess of $50,000:

Transfers

General Fund

Total Funds

Explanation

Medicaid Management Information
System (MMIS) project

$774,611

Funds were transferred for the MMIS project from the grants
line item in program and policy to the operating expense line

item in administration and support to provide the required state
matching funds.

Status of Medicaid Management Information System
The Budget Section received reports from DHS on the status of the MMIS computer project. The department
reported expenditures through July 2014 totaled $59.1 million. Operational readiness testing has been complete, and
parallel testing with the legacy system claim payments, user acceptance, data conversion and electronic data
exchange, and complete system testing are close to completion. Affordable Care Act (ACA) requirements are being
finalized into the new system. The department reported expenditures as of July 2014 for the MMIS computer project

as follows:

Expenditures Through
Description Budget July 2014 Remaining
General fund $7,533,297 $5,024,951 $2,508,346
Federal funds 78,043,573 51,847,955 26,195,618
Other funds 2,968,137 2,193,526 774,611
Total $88,545,007 $59,066,432 $29,478,575

As of September 2014, the department did not have an estimate of when the new system will be operational.

Critical Access Hospital Grants

Pursuant to Section 10 of House Bill No. 1358, $9.6 million was appropriated from the strategic investment and
improvements fund to DHS for one-time grants to critical access hospitals. The department developed policies and
procedures for the disbursement of the grant funding. The department awarded $700,000 to the North Dakota
Hospital Association to develop a system to assist hospitals with verifying patient personal and health insurance
information. The Budget Section learned the association used a portion of the funds to purchase a software program
from Emdeon Business Services, LLC, to provide hospitals with a source to verify personal data and health insurance
data. The following critical access hospitals were awarded $4,450,000 for the first year of the biennium:

Grant Payment as of
Critical Access Hospital Location January 2014
Southwest Healthcare Services Bowman $100,349
St. Luke's Hospital Croshy 138,650
Jacobson Memorial Hospital Elgin 95,342
McKenzie County Medical Center Watford City 458,663
Mountrail County Medical Center Stanley 343,103
Heart of America Medical Center Rugby 365,005
St. Joseph's Hospital and Health Center Dickinson 1,791,591
Tioga Medical Center Tioga 359,515
Mercy Medical Center Williston 797,782
Subtotal - Critical access hospital payments $4,450,000
North Dakota Hospital Association - Patient personal and health insurance information 700,000
Grant payment as of January 2014 $5,150,000
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LEGACY AND BUDGET STABILIZATION FUNDS
Advisory Board Report

The Budget Section received reports from the Legacy and Budget Stabilization Fund Advisory Board regarding the
development of investment policies for the legacy fund and budget stabilization fund pursuant to Section 21-10-11.
Section 21-10-11 requires the advisory board to provide at least semiannual reports to the Budget Section regarding
asset allocation and investment policies developed for the legacy fund and budget stabilization fund as well as
recommendations presented to the State Investment Board regarding investment of funds in the legacy fund and
budget stabilization fund. The market value of the legacy fund was $2,455 million as of August 31, 2014. The market
value of the budget stabilization fund as of August 31, 2014, was $587.7 million. The advisory board reported assets
had been held in 100 percent fixed income-type investments, and the advisory board revised the investment policy and
recommended the following asset allocation mix for the legacy fund--30 percent broad US equity securities, 20 percent
broad international equity securities, 35 percent fixed income assets, 5 percent core real estate, and 10 percent
diversified real assets. The Budget Section learned the transition is to be completed in January 2015. The advisory
board has not made any changes to the budget stabilization fund investment policy.

STATE TREASURER
Outstanding Warrants and Checks

The Budget Section received a report from the State Treasurer regarding warrants and checks outstanding for
more than 90 days and less than three years pursuant to Section 54-11-01. Section 54-11-01 provides the State
Treasurer report to the Budget Section, within 90 days of the beginning of each fiscal year, all warrants and checks
outstanding for more than 90 days and less than three years. The State Treasurer provided reports to the Budget
Section in September 2013 and September 2014. The Budget Section learned items reported may be the result of
money which has not been received by the proper recipient or checks that have not been cashed. Annually, checks
more than three years old are transferred to the Department of Trust Lands as unclaimed property.

The State Treasurer reported in September 2013 the number of checks outstanding increased by 13 percent from
state fiscal year 2012 and a total of $5.2 million in outstanding checks existed for fiscal years 2011, 2012, and 2013.
The State Treasurer provided a listing of 2,440 outstanding checks which were sent to the Unclaimed Property Division
of the Department of Trust Lands in October 2013 totaling $386,297.

The State Treasurer reported as of September 2014, 14,237 checks totaling $3.9 million were outstanding for fiscal
years 2012, 2013, and 2014. The State Treasurer provided a listing of 2,344 outstanding checks to be sent to the
Unclaimed Property Division of the Department of Trust Lands in October 2014, which total $376,689.

SECRETARY OF STATE
Credit Card Usage and Fees

Pursuant to Section 7 of 2013 House Bill No. 1002, the Budget Section received semiannual reports on credit card
usage rates and credit card fees paid by the Secretary of State. The Secretary of State reported in September 2013
that contractor licensing has increased by 97 percent in the past four years and collectability of fees has increased
significantly since the office began accepting credit cards. The Secretary of State reported in September 2014 that
while fees expended to date for the 2013-15 biennium are less than budgeted, the usage of credit cards is anticipated
to increase significantly when the agency's new software system is deployed.

HOUSING FINANCE AGENCY
Flood-Impacted Housing Assistance

The 2013 Legislative Assembly appropriated, out of the state disaster relief fund, the sum of $1.5 million to the
Housing Finance Agency for the purpose of providing grants for flood-impacted housing assistance. Pursuant to
Section 4 of 2013 House Bill No. 1016, the Budget Section received a report regarding the status of grants awarded for
flood-impacted housing assistance. The Housing Finance Agency reported that initially $1.5 million was awarded to
the Minot Housing Authority. However, residents were relocated more rapidly than anticipated; therefore, the Minot
Housing Authority reduced its request to $20,000.

Housing Units Owned or Master Leased for Essential Service Workers

The 2013 Legislative Assembly appropriated $15.4 million from the general fund to the housing incentive fund and
provided an aggregate tax credit of $20 million for the purpose of assisting developing communities to address an
unmet housing need or alleviate a housing shortage. Pursuant to Section 54-17-40, the Budget Section received a
report regarding an update on progress being made to reduce the overall number of housing units owned, master
leased, or subsidized by cities, school districts, or other employers of essential service workers. In September 2013,
the Housing Finance Agency reported 18 projects have been awarded approximately $20.4 million from the housing
incentive fund, and none of the projects reduce the number of existing housing units owned by political subdivisions,
but the projects will help prevent the need for political subdivisions to create additional housing units. In December
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2013, the Budget Section learned $16.5 million has been committed to 16 projects that would create 934 housing
units, of which 220 units are for essential service workers.

STATE HISTORICAL SOCIETY

Project Pool Report

Pursuant to Section 4 of 2013 Senate Bill No. 2015, the Budget Section received a report regarding the use of
funds in the State Historical Society's project pool line item. The State Historical Society presented the following
schedule as of May 31, 2014, of expenditures from the pool:

Expended as of
Description Project Pool May 31, 2014 Balance
Technology coordinator $135,000 $37,371 $97,629
Temporary salaries 240,000 12,567 227,433
Governor's gallery 125,000 63,200 61,800
Historic site repairs 250,000 14,714 235,286
Promotion and marketing 30,000 10,476 19,524
Information technology 70,000 34,614 35,386
Lawrence Welk homestead 100,000 0 100,000
Total $950,000 $172,942 $777,058

STATE WATER COMMISSION
Project Priorities

Pursuant to Section 14 of 2013 House Bill No. 1020, the Budget Section received semiannual reports on changes
to the State Water Commission project priorities list presented to the 63" Legislative Assembly. The State Water
Commission reported in March 2014 that it approved three new projects relating to water systems in Dickinson,
Watford City, and Williston totaling $32 million. The commission reported in September 2014 that the commission
reallocated $3,053,000 to the water supply category and $15,500,000 to the Southwest Pipeline Project for increases
in project costs, and the funds were provided from the general water management category.

Cost-Share Policy Changes

The Budget Section learned the State Water Commission has proposed changes to the commission's cost-share
policy, which include providing local government cost-share grants of up to 60 percent of the water supply project
construction costs or grants and loan funding of up to 80 percent of the water supply project construction costs for
projects addressing a lack of water supply for domestic use or upgrading a water supply to primary Safe Drinking
Water Act standards. In addition, the commission proposed changes including special consideration for improvements
in service areas where the anticipated cost per user each year divided by the average annual median income per user
is in the top quartile of its peer group water systems as determined by the Chief Engineer. The State Water
Commission reported the top 25 percent could qualify for up to 80 percent for water supply project construction loans.

FARGO FLOOD CONTROL
Funding and Expenditures
The State Water Commission presented information to the Budget Section on Fargo flood control funding and
expenditures to date. The Budget Section learned the commission provided reimbursements of $48,342,234 since
2009 for Fargo flood control funding and expenditures as follows:

Biennium Authorization Expenditure
2009-11 $45,000,000 $8,526,912
2011-13 30,000,000 $29,732,748
2013-15 (amount to date) 100,000,000 $10,082,574
Total $175,000,000 $48,342,234

F-M Area Flood Diversion Board of Authority

The F-M Area Flood Diversion Board of Authority presented information to the Budget Section regarding an update
on congressional authorization of the diversion project and on the status of the self-insured crop insurance pool;
mitigation efforts, alternatives, and costs; easements; and the project budget pursuant to Section 15 of 2013 House Bill
No. 1020. The board reported the F-M Area Diversion Project was one of 26 water projects specifically named in the
federal Water Resources Reform and Development Act signed into law by the President in June 2013. The board has
contracted with NDSU to develop a formal policy on crop insurance. The board reported the impact to land in Richland
County in North Dakota and Wilkin County in Minnesota has been reduced by project changes including a one-mile
alignment move to the north, increasing the natural flow of the river through town, and adding adjustable weir gates to
reduce staging water levels during a possible summertime flood. The board reported the priorities for the 2015-17
biennium include in-town levees; ring levees in Oxbow, Bakke, and Hickson; and diversion preconstruction
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engineering, land acquisition, and construction. The board anticipates a budget of $314.1 million for fiscal year 2016,
which includes $100 million for land acquisitions, $189.6 million for construction, $10.5 million for design and
permitting, $9 million for technical oversight and project management, and $5 million for other obligations. The board
reported a technical study and developmental process developed by the board included a temporary water retention
feature that will hold water for a week-and-a-half during large flood events, and the new staging area will only operate
in events larger than a 35-foot flood.

MNDAK Upstream Coalition
The MNDAK Upstream Coalition presented information to the Budget Section on the impacts of the Fargo flood
control project and mitigation efforts, alternatives, and costs pursuant to Section 15 of House Bill No. 1020. The
coalition reported the potential upstream impacts include farmland flooding, damage to roads and infrastructure,
flooding of cemeteries, and relocation of residents and farmsteads.

e Farmland flooding - The coalition reported residents of Hickson and Bakke have expressed concern with the
ring dike being constructed around the two communities, and residents are concerned the ring dike will reduce
the value of homes and increase the risk of a catastrophic failure if the cities are surrounded by water from the
proposed diversion project. The coalition reported the F-M Area Diversion Authority has been exploring a
supplemental insurance plan to compensate farmers for losses as a result of the project and are not covered by
traditional crop insurance. The coalition reported the insurance would provide 65 percent coverage, and the
farmer could incur a loss up to 35 percent. The coalition reported the Army Corps of Engineers has outlined
easements as mitigation for impacts, and flowage easements would be a one-time payment for 25 percent of
the appraised value of the land. The coalition reported the corps maps indicate the staging area will include
50,000 acres, and the corps anticipates 32,000 acres will be mitigated. The coalition reported 18,000 acres are
anticipated to flood with less than one foot of water.

o Damage to roads and infrastructure - The coalition reported residents, schools, emergency personnel, and
townships have expressed concern about damage to infrastructure. The cemetery authority has expressed
concerns regarding over 3,000 graves located in the staging area. The coalition reported many cemeteries
cannot be ring diked because of the depth of the water or proximity to land features, and burials would be
restricted during certain times of the year because of hydraulic pressure on recent interments.

e Alternatives - The coalition reported the Red River Basin Commission completed a study on long-term flood
solutions which provides a solution that would distribute water storage in streams and tributaries which could
reduce the flow of the Red River at Fargo by 20 percent. The city of Fargo is constructing dikes and levees to a
level of 43 feet and the city of Moorhead is protected to 44 feet. The coalition reported the Red River Basin
study indicated that the Red River would not exceed 40 feet if distributed storage is developed on a valleywide
basis.

DEPARTMENT OF TRANSPORTATION
Replacement Airplanes
Pursuant to Section 5 of 2013 House Bill No. 1033, the Budget Section approved the DOT request to spend in
excess of $4 million for replacement airplanes. The Budget Section learned DOT purchased a 1998 KingAir for
$2,737,000 as a replacement for a 1997 Piper Cheyenne aircraft. The Department of Transportation reported the cost
of purchasing the second replacement aircraft, a 2010 Cessna Caravan, was $1,725,000 after trading in a 1975
Cessna Skymaster, and the total cost for both planes was $4,462,000.

New License Plate Design
Pursuant to Section 8 of 2013 Senate Bill No. 2012, the Budget Section approved the Department of
Transportation's new license plate design shown below. The Department of Transportation reported the new plate
design features include flat plate technology, the slogan "Legendary" which is used by the Division of Tourism, pictures
of a buffalo and the North Dakota landscape, and the words "Peace Garden State" as required by Section 39-04-12.

GENDARY

' NORTH DAKOTA ™'

521 DVR

PEACE BARDEN STATE
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COUNTY AND TOWNSHIP ROADS AND BRIDGES INFRASTRUCTURE REPORT

In June 2014, the Budget Section received a report from the Upper Great Plains Transportation Institute regarding
county, township, and tribal roads and bridges infrastructure needs. The Upper Great Plains Transportation Institute
reported over the next 20 years, $5,398.4 million is projected to be needed for unpaved road improvements,
$2,685 million for paved road improvements, and $327 million for bridge improvements. The Upper Great Plains
Transportation Institute also reported the projected funding for the paved road investment needs is 17 percent more
than the previous projection due primarily to higher construction costs. The Upper Great Plains Transportation
Institute also reported for fiscal years 2015 and 2016, $548 million is projected to be needed for unpaved road
improvements and $377 million for paved road improvements, and the institute estimates $70 million is needed each
biennium for the next five bienniums for bridge improvements.

ATTORNEY GENERAL'S OFFICE
Law Enforcement Grants
Pursuant to Section 11 of 2013 House Bill No. 1358, the Budget Section received an annual report on the use of
one-time funding for grants to law enforcement agencies in oil-impacted counties where crime activities have
increased or in other counties experiencing crime-related activities originating in oil-impacted counties, for crime-
related needs of the Attorney General's office, and for the development of a uniform law enforcement and custody
manual. The Attorney General reported of the $9.6 million available, only $290,000 has not yet been awarded.

HUB CITY REPORTS

Pursuant to Section 12 of 2013 House Bill No. 1358, the Budget Section received a report from hub cities on the
use of funding received from allocations from oil and gas gross production tax under Section 57-51-15. A total
allocation of $375,000 per fiscal year for each full or partial percentage point of its private covered employment
engaged in the mining industry, according to data compiled by Job Service North Dakota, is provided to each hub city.
The hub cities receiving allocations during the 2013-15 biennium are Minot, Dickinson, and Williston. The City of Minot
reported funds have been used to finance infrastructure, including sewer system upgrades and improvements, airport-
related projects, and none of the funds were used for flood recovery. The City of Dickinson reported it has received
$8.5 million to date, and the funds have been used for the following projects: public works facility project,
reconstruction and realignment of Empire Road, construction of State Avenue North, and construction of 21% Street
West. The City of Williston reported funds are being used for infrastructure projects, including road projects, water and
sewer projects, and airport projects.

DEPARTMENT OF VETERANS' AFFAIRS
Veterans Exposed to Agent Orange

Pursuant to Section 2 of 2013 House Bill No. 1405, the Budget Section received a report regarding funds received
to provide services to veterans exposed to Agent Orange, the grants provided, and the outcomes of the services
provided through May 31, 2014. The Department of Veterans' Affairs reported it has spent $29,447 of the $50,000
general fund appropriation for the following items: two billboard signs, Agent Orange literature and information
packets, travel expenses for townhall roundtable events, and Agent Orange expert fees. The department also
reported it has received approximately 200 calls from Viethnam veterans and their family members in response to
placing the billboards, and the department anticipates conducting a townhall roundtable event in each county by
May 2015.

DEPARTMENT OF CORRECTIONS AND REHABILITATION
Inmate Report

Pursuant to Section 6 of 2013 Senate Bill No. 2015, the Budget Section received an annual report on the
Department of Corrections and Rehabilitation's prison population management plan, inmate admissions, and the
number of inmates not admitted after sentencing. The Department of Corrections and Rehabilitation reported in
September 2014 that the 2013-15 biennium average male inmate population for all facilities was 1,402, the 2013-15
biennium average female inmate population for all facilities was 171, and the department has not refused to admit any
inmates to date.

DEPARTMENT OF CAREER AND TECHNICAL EDUCATION
Performance Measures of the Science, Technology, Engineering, and Mathematics Program
Pursuant to Section 3 of 2013 Senate Bill No. 2019, the Budget Section received a report regarding performance
measures of the STEM program. The Department of Career and Technical Education reported it had received funding
for the following four initiatives:
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STEM Initiative Funding
Engineering by Design (EbD) or Project Lead the Way (PLTW) curriculum adoption $300,000
STEM matching grants $150,000
North Dakota STEM Network $300,000
STEM Infusion grant $200,000

The department reported 28 high schools with over 2,800 students have adopted the STEM-based curriculum, and
an additional three high schools will be adopting the curriculum during the next school year. The department reported
three school districts have been provided a grant, up to the maximum grant amount of $15,000, for the STEM
matching grant initiative, and four additional school districts are currently in the process of receiving a grant. The
department reported the North Dakota STEM Network has been established, and a contract was created with a
management company called Praxis Strategy Group to handle the day-to-day business of the STEM Network. The
department reported the STEM Infusion program has worked with 23 school districts and 1,650 students on many
STEM-related projects with a focus on recruitment and engagement of students into STEM fields.

INDUSTRIAL COMMISSION
Abandoned Oil and Gas Well Plugging and Site Reclamation Fund
Pursuant to Section 38-08-04.5, the Budget Section received a report on the balance of the abandoned oil and gas
well plugging and site reclamation fund and expenditures. The Industrial Commission reported as of May 31, 2014,
the balance of the abandoned oil and gas well plugging and site reclamation fund was $7,873,246, and it is anticipated
the balance will be $12,861,310 by the end of the 2013-15 biennium. Revenues and expenditures of the fund are as
follows:

Actuals - July 2013 Estimates - June 2014
Description Through May 2014 Through June 2015
Beginning balance $2,307,909 $7,873,246
Revenue 5,588,649 5,678,451
Expenditures (23,312) (690,387)
Ending balance $7,873,246 $12,861,310

NORTH DAKOTA OUTDOOR HERITAGE ADVISORY BOARD
Activities to Date

Pursuant to Section 54-17.8-07, the North Dakota Outdoor Heritage Advisory Board reported to the Budget Section
a summary of the board's activities to date. In September 2014, the North Dakota Outdoor Heritage Advisory Board
reported the Governor appointed the 12 voting members and 4 nonvoting members of the North Dakota Outdoor
Heritage Board, and the board established dates for the five rounds of applications during the 2013-15 biennium which
include: December 2, 2013; April 1, 2014; August 1, 2014; November 3, 2014; and April 1, 2015. The board reported
the Industrial Commission has awarded funds of $14.1 million to date, and these funds will be added with other
sources of funding to provide projects totaling $73.3 million. The board reported the timing of the distribution of funds
varies for each project, and some projects will receive the funds within the next year and other projects will receive
funds over a 10-year period.

THREE AFFILIATED TRIBES
Investment of Oil and Gas Tax Receipts
Pursuant to Section 57-51.2-02, the Three Affiliated Tribes reported to the Budget Section fees, expenses, and
charges the tribe imposes on the oil industry and essential infrastructure projects completed by Three Affiliated Tribes
using oil and gas tax receipts. The Three Affiliated Tribes reviewed infrastructure projects currently being constructed
on the Fort Berthold Indian Reservation including the Elbowoods Health Center streets and housing project, various
street and utilities projects, and road and sewer projects.

STATE FIRE MARSHAL
Fire Department Funding Report

Pursuant to Section 18-04-02, the State Fire Marshal reported to the Budget Section expenditures by certified fire
departments, district funds received from the insurance tax distribution fund, and reserve fund balances. The State
Fire Marshal reported a certification packet was mailed in August 2014 to each fire service within the state, and
90 reports have been received and the State Fire Marshal anticipates receiving the remaining 240 reports by October
2014. The State Fire Marshal reported of the 90 reports that have been received, insurance tax distribution funds of
$3.2 million were received in 2013 and $2.4 million of the funds have been spent to date.
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LEGISLATIVE HEARINGS FOR FEDERAL BLOCK GRANTS
Background

The Legislative Council staff contacted state agencies receiving federal funds to determine which agencies receive
block grants that require legislative hearings. The Budget Section learned the results of the survey revealed one block
grant--the community services block grant administered by the Department of Commerce Division of Community
Services--requires legislative hearings. A summary of the proposed use and distribution plan for the block grant will be
provided by the Department of Commerce as part of the agency's appropriations hearing during the 2015 legislative
session. The required public hearing will be held as part of the appropriations hearing for the Department of
Commerce during the 2015 legislative session.

Recommendation
The Budget Section recommends House Concurrent Resolution No. 3001 to authorize the Budget Section to hold
public legislative hearings required for the receipt of new federal block grant funds during the period from the recess or
adjournment of the 64" Legislative Assembly through September 30, 2017.

FEDERAL FUNDS
The Budget Section reviewed a report from the Legislative Council on federal funds anticipated to be received by
state agencies and institutions for the bienniums ending June 30, 2015, and June 30, 2017. The report indicated
agencies estimate $3.4 billion of federal funds will be received during the 2013-15 biennium, $231.1 million less than
appropriated.  Agencies estimate $3.45 billion of federal funds will be received for the 2015-17 biennium,
$316.7 million more than is estimated to be received during the 2013-15 biennium.

The Budget Section reviewed a memorandum on the largest variances by agency for the 2013-15 biennium
between federal funds appropriated and federal funds estimated to be received. The memorandum provides
information regarding the major variances experienced by agencies during the 2013-15 biennium relating to federal
funds appropriated and federal funds estimated to be received and the major variances estimated for the 2015-17
biennium compared to the 2013-15 biennium.

LEGISLATIVE COUNCIL STAFF REPORTS
The Budget Section received the following reports prepared by the Legislative Council staff:

e Budget Section duties and responsibilities for the 2013-15 Biennium. The report provides information detailing
the duties and responsibilities of the Budget Section for the 2013-14 interim.

o 63 Legislative Assembly Legislative Changes to the Governor's Recommended Appropriations for the 2013-15
Biennium. The report provides information on legislative changes to the executive budget and is a compilation
of the statements of purpose of amendment for action taken on appropriation bills during the session.

e 63" Legislative Assembly State Budget Actions for the 2013-15 Biennium. The report provides information on
legislative changes to the executive budget, FTE positions, ongoing and one-time general fund appropriations,
federal fiscal stimulus funding, one-time funding, major programs, and related legislation for each state agency.
The report also includes an analysis of major special funds and statistical information on state appropriations.

o 63 Legislative Assembly Budget Status Report for the 2013-15 Biennium. The report provides information on
the status of the general fund and estimated June 30, 2015, ending balance, legislative changes to general fund
revenues, and legislative appropriation changes to the executive recommendation.

e 2013-15 Biennium Report on Compliance With Legislative Intent. The report provides the current status of
major budget changes and initiatives approved by the 2013 Legislative Assembly for various agencies. The
report contains information regarding the status of major state trust funds.

o Three Affiliated Tribes - Oil and Gas Agreement and Oil Tax Allocations Report. The report explains the
changes to the agreement pursuant to 2013 House Bill No. 1198. The report explains the result of the 2013
Legislative Assembly change to increase the allocation of oil and gas gross production tax collections to the
Three Affiliated Tribes has increased the revenues for the Three Affiliated Tribes by an estimated $24.7 million
for the first six months of the biennium with a corresponding reduction to the state's share.

e 2013 and 2014 North Dakota Finance Facts. The annual pocket brochure contains information on economic
statistics, the state budget, K-12 education, higher education, human services, corrections, economic
development, and transportation.
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OTHER REPORTS

The Budget Section received other reports, including:

State Historical Society - Information regarding an update on the status of the Lawrence Welk homestead
property (December 2013).

Department of Commerce - Information regarding an update on grants awarded to child care facilities pursuant
to Section 14 of 2013 Senate Bill No. 2014. The Budget Section learned the Department of Commerce
committed 100 percent of the $2.6 million appropriated by the 2013 Legislative Assembly to 22 projects across
the state (December 2013).

Department of Commerce - Information regarding an update on grants awarded to homeless shelters pursuant
to Section 13 of 2013 Senate Bill No. 2014 (December 2013).

Department of Commerce - Information regarding an update on the tribal college grants pursuant to 2013
Senate Bill No. 2218. The department reported the grants are available to the state's five tribal colleges for
creation or enhancement of programs and courses of study to prepare students, and the maximum grant
amount was $2 million per institution for the 2013-15 biennium. The department reported the $5 million
appropriated in Senate Bill No. 2218 has been awarded, and through September 2014, $2.6 million has been
disbursed (September 2014).

Indian Affairs Commission - Update on the tribal college grants pursuant to Senate Bill No. 2218. The
commission reported the grant amounts awarded to each of the five tribal colleges include Turtle Mountain
Community College - $1,248,100; Fort Berthold Community College - $165,000; Cankdeska Cikana Community
College - $1,250,069; Sitting Bull College - $804,474; and United Tribes Technical College - $1,532,357. The
commission reported accomplishments resulting from the funds provided from the grant program include:
allowing colleges to add new associate degrees, certificates, and training programs; adding more workshop and
short-term training opportunities for students; purchasing new equipment, including a welding simulator; a semi-
truck and trailer, a truck driving simulator, and truck driving simulator expanded training module; and renovating
the trade center at Sitting Bull College and the community business development center at Cankdeska Cikana
Community College (September 2014).

Department of Trust Lands - Information regarding an update on grants awarded from the oil and gas impact
grant fund to oil-impacted political subdivisions for the 2013-15 biennium to date. The Budget Section learned
through November 30, 2013, $107.9 million has been awarded to political subdivisions for city infrastructure,
dust control, sheriff's departments, K-12 education, airports, fire districts, and emergency medical services and
$5 million in grants to law enforcement have been awarded from the strategic investment and improvements
fund. The Budget Section learned $31.8 million has been designated for fiscal year 2015 (December 2013).

Department of Human Services - Information regarding Medicaid Expansion. The Budget Section learned the
federal government is paying 100 percent of Medicaid Expansion-related claims for the first three calendar years
of the expansion, the percentage will decrease to 90 percent by 2020, and the Medicaid Expansion-related
enrollment was approximately 9,500 individuals (June 2014). The Budget Section learned Medicaid Expansion-
related expenditures through July 2014 totaled $59.1 million (September 2014).

Department of Human Services - Information regarding the eligibility systems modernization project. The
Budget Section learned the project is to replace the current legacy eligibility determination systems with a fully
integrated system that includes ACA requirements, and the system replacement includes Medicaid, children's
health insurance program (CHIP), temporary assistance for needy families (TANF), supplemental nutrition
assistance program (SNAP), child care assistance program, and low-income home energy assistance program.
The Department of Human Services reported the Centers for Medicare and Medicaid Services (CMS) provides
enhanced federal financial participation of 90 percent for Medicaid requirements of the system replacement, and
the enhanced federal financial participation is available through December 31, 2015. The Department of Human
Services reported ACA requirements had to be in place by October 1, 2013 and because of the complexity of
the ACA requirements and the limited resources, DHS issued an RFP for additional project assistance in order
to accelerate the project's schedule and maximize the availability of federal funds for the project
(September 2014).

Department of Human Services - Information on the status of programs of DHS. The Budget Section learned
the number of Medicaid eligibles increased from 65,954 in July 2013 to 79,031 in June 2014. Medicaid
Expansion enrollment was 10,611 as of June 2014. The Department of Human Services provided information
on the number of eligibles as follows (September 2014):
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Medicaid Eligibles
Comparison of Eligibles July 2013 June 2014 Variance
Under age 21 36,918 37,769 851
Over age 65 (aged) 7,815 7,828 13
Disabled 10,404 10,340 (64)
Adults 10,817 12,483 1,666
Medicaid Expansion 10,611 10,611
Total 65,954 79,031 13,077

North Dakota Hospital Association - Information on the effectiveness of the program to assist hospitals verify
personal and health insurance information of patients. The Budget Section learned of the $700,000 grant
provided for the program in 2013 House Bill No. 1015, expenditures to date total $153,570 and the North Dakota
Hospital Association entered an agreement with Emdeon Business Services, LLC, for a software program to
provide hospitals with a source to verify personal data and health insurance data (September 2014).

Department of Public Instruction - Information on the purpose and status of federal grant applications. The
Department of Public Instruction provided information on three federal grant opportunities which would promote
school and student safety and mental health (September 2014).

Information Technology Department - Information regarding the Secretary of State's data processing system
project. They reported that the Secretary of State's appropriation is not sufficient to complete the project and
that ITD plans to borrow between $850,000 and $950,000 for the project to allow continued project development
for the remainder of the 2013-15 biennium.

AGENCY REQUESTS CONSIDERED
BY THE BUDGET SECTION

Pursuant to Sections 54-16-04, 54-16-04.1, 54-16-04.2, 54-16-04.3, and 54-16-09, the Budget Section considered
24 agency requests that were authorized by the Emergency Commission. All requests were approved. Approved
requests increased spending authority by $47,326,725, made line item transfers of $1,050,000, authorized
expenditures from the state contingencies appropriation of $152,500, and added 6.5 FTE positions. The following is a
list of agency requests approved from June 18, 2013, through September 24, 2014:

Adjutant General

June 18, 2013, to authorize the expenditure of $13,903,595 from the state disaster relief fund for expenses
associated with the 2009 flood disaster. To use a portion of the funding for volunteer disaster response
coordination ($400,000) and a disaster coordination contract ($1,500,000).

June 18, 2013, to continue the authorization to expend $6,277,000 from the state disaster relief fund for flood
relief, disaster mitigation assistance, and road grade raising grants to political subdivisions and to continue the
authorization to expend $6,238,000 from the state disaster relief fund for flood-impacted housing rehabilitation.

June 18, 2013, to increase federal funds spending authority by $4,493,625 from the Federal Emergency
Management Agency (FEMA) relating to the 2013 Red River flood preparation activities. To expend $400,000
during the 2011-13 biennium and to expend $4,093,625 during the 2013-15 biennium.

June 18, 2013, to increase federal funds spending authority by $6,641,250 from FEMA and to accept and
expend loan proceeds of $914,375 from the Bank of North Dakota for disaster expenses related to the state
receiving above normal precipitation during spring 2013. To expend $397,500 of federal funds during the
2011-13 biennium and to expend $6,243,750 of federal funds during the 2013-15 biennium. To expend
$132,500 of Bank funds during the 2011-13 biennium and to expend $781,875 of Bank funds during the
2013-15 biennium.

Aeronautics Commission

June 25, 2014, to transfer $300,000 from the grants line item to the operating expenses line item to update the
commission's economic impact aviation study.

Department of Agriculture

June 25, 2014, to increase federal funds spending authority by $400,000 in the grants line item. The funding is
for the United States Department of Agriculture specialty crop block grant program, which promotes specialty
crops in the state.

Attorney General

September 25, 2013, to transfer $200,000 from the operating expenses line item to the salaries and wages line
item for temporary salary increases for employees impacted by energy development.
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e September 25, 2013, to authorize an additional .5 FTE position for assistance with prosecutions in oil-impacted
counties.

e March 12, 2014, to authorize $68,500 from the state contingencies appropriation for litigation fees relating to
legal cases.

e March 12, 2014, to increase federal funds spending authority by $100,000 for salaries and wages ($66,000) and
operating expenses ($34,000) and to authorize 1 FTE position relating to a prosecutor.

e June 25, 2014, to increase federal funds spending authority by $346,364 for operating expenses ($46,744) and
capital assets ($299,620) related to drug testing equipment.

e June 25, 2014, to authorize $84,000 from the state contingencies appropriation for the litigation fees line item for
expenses associated with legal cases and litigation related to section line litigation ($35,000) and tobacco policy
enforcement litigation ($49,000).

State Auditor's office
e March 12, 2014, to increase federal funds spending authority by $102,750 for salaries and wages ($86,500) and
operating expenses ($16,250) relating to a royalty auditor.

Game and Fish Department
e March 12, 2014, to increase special funds spending authority by $500,000 in the land habitat and deer
depredation line item relating to a grant from the North Dakota outdoor heritage fund.

e March 12, 2014, to increase federal funds spending authority by $368,250 and to increase special funds
spending authority by $122,750 from the game and fish fund for projects at the Garrison Dam National Fish
Hatchery.

Department of Human Services
o December 11, 2013, to increase federal funds spending authority by $5,851,660 relating to the MMIS computer
project.

Office of Management and Budget

e June 18, 2013, to transfer $400,000 from the salaries and wages line item to the capital assets line item. The
transfer is for anticipated costs associated with the Capitol cafeteria remodeling project exceeding original
legislative appropriations for the project. The original appropriation for the Capitol cafeteria remodeling project
was $700,000 and the current cost estimate is between $1 million and $1.2 million.

Department of Parks and Recreation
e December 11, 2013, to increase special funds spending authority by $150,000 for trail reconstruction at Little
Missouri State Park.

e March 12, 2014, to increase special funds spending authority by $129,000 in the natural resources line item
relating to a grant from the North Dakota outdoor heritage fund for the agency's Natural Resource Stewardship
project.

e March 12, 2014, to increase special funds spending authority by $112,000 relating to a grant from the North
Dakota outdoor heritage fund for the agency's trail restoration and improvement project.

e March 12, 2014, to increase special funds spending authority by $130,000 of parks revenue for expenses
relating to the operation of the marina at Lake Sakakawea.

e March 12, 2014, to increase special funds spending authority by $298,000, from $1,770,000 to $2,068,000, for
the expansion of the following capital projects: Lewis and Clark State Park, campsite expansion $149,000; Fort
Stevenson State Park, administrative office $95,000; and Lake Sakakawea State Park, campground $54,000.

Secretary of State
e September 24, 2014, to transfer $150,000 from the operating expenses line item to the salaries and wages line
item for additional costs relating to overtime and temporary employees.

State Water Commission

e June 25, 2014, to authorize 5 new FTE positions within the Water Appropriations Division of the State Water
Commission and to increase special funds spending authority from the resources trust fund by $546,106 in the
water and atmospheric resources line item to meet the demand for water permits and required permit
inspections.
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COMMISSION ON ALTERNATIVES TO INCARCERATION

The Commission on Alternatives to Incarceration was created by 2005 House Bill No. 1473. The bhill, which was
codified as North Dakota Century Code Section 54-35-24, required the Chairman of the Legislative Management to
select the Chairman and Vice Chairman of the commission and provided for the membership of the commission as
follows:

1. Three members appointed by the Governor, one of whom must be an academic researcher with specialized
knowledge of criminal justice sentencing practices and sentencing alternatives;

The Attorney General or the Attorney General's designee;

Two members appointed by the Chief Justice of the Supreme Court;
The Director of the Department of Corrections and Rehabilitation;

The Director of the Department of Human Services;

Two local law enforcement officers appointed by the Attorney General;

One state's attorney appointed by the North Dakota State's Attorneys Association;
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Three members of the House of Representatives, two of whom must be selected by the leader representing
the majority faction of the House of Representatives and one of whom must be selected by the leader
representing the minority faction of the House of Representatives;

9. Three members of the Senate, two of whom must be selected by the leader representing the majority faction of
the Senate and one of whom must be selected by the leader representing the minority faction of the Senate;
and

10. One representative of the North Dakota Association of Counties appointed by the Association of Counties.

Section 54-35-24 requires the commission to study sentencing alternatives, mandatory sentences, treatment
options, the expanded use of problem-solving courts, home monitoring, and other related issues. That section
requires the commission to provide to the Governor information and recommendations for the Governor's
consideration in time for inclusion of the recommendations in the biennial executive budget.

In addition to its statutory study directive, the Legislative Management assigned to the commission the
responsibility to conduct the study directed by 2013 Senate Bill No. 2340. That bill provided for a study of the
sentencing alternatives to incarceration for first-time offenses that are nonviolent, excluding the distribution of drugs.

Commission members were Senators Ron Carlisle (Chairman), John Grabinger, and Margaret Sitte;
Representatives Lawrence R. Klemin, William E. Kretschmar, and Marie Strinden; Governor's appointees Dan Donlin,
Mark A. Friese, and Dr. Gary Rabe; Attorney General's designee Thomas L. Trenbeath; Chief Justice's appointees
Surrogate Judge Mary Muehlen Maring and Justice Lisa McEvers; Director of the Department of Corrections and
Rehabilitation Leann K. Bertsch; Director of the Department of Human Services Maggie D. Anderson; Attorney
General's law enforcement officer appointees Paul D. Laney and Jason T. Olson; North Dakota State's Attorneys
Association appointee Meredith Huseby Larson; and North Dakota Association of Counties' appointee Duane
Johnston.

The commission submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64th Legislative Assembly.

BACKGROUND
Department of Corrections and Rehabilitation
In 2013 the Legislative Assembly appropriated $180,915,389 from the general fund and $36,134,922 from other
funds for the Department of Corrections and Rehabilitation for the 2013-15 biennium, which is an increase of
approximately 13 percent over the 2011-13 biennium appropriation. The appropriation for the department provided for
an increase of 20 full-time equivalent (FTE) positions, which increased the total number of FTE positions within the
department to 814.29.

The appropriation included $26,002,845, a decrease of $1,600,000 from the 2011-13 biennium appropriation, for

contract housing and transitional facilities for male inmates housed at the Missouri River Correctional Center, county
jails, and private facilities. The 2013-15 appropriation to the department also included $8,966,204 to contract to house
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female inmates at the Dakota Women's Correctional and Rehabilitation Center, which is an increase of $507,521 from
the 2011-13 biennium appropriation.

Adult Services Division

Section 12-47-01 provides for the establishment of the State Penitentiary. The main prison complex in Bismarck
houses maximum and medium security male inmates. As of the end of December 2013, the State Penitentiary housed
696 male inmates. The James River Correctional Center in Jamestown is classified as a medium security housing
facility and, as of the end of December 2013, housed 419 male inmates. The Missouri River Correctional Center is
south of Bismarck and has no fences or barriers to contain the inmates. The Missouri River Correctional Center has
approximately 150 prison beds and houses minimum security male inmates whose sentences are not less than
30 days nor more than one year. As of the end of December 2013, the Missouri River Correctional Center housed
142 inmates. The division offers addiction treatment services, a sex offender treatment program, and mental health
programs through its treatment department. The division's education program offers a variety of education programs,
skills training, and vocational programs. In addition, the division offers work experience through Roughrider Industries.

Parole and Probation Division

The department has 15 offices across the state staffed by parole and probation officers who manage offenders on
parole or supervised probation and complete presentence investigations when ordered by courts. The officers
supervise offender compliance with the supervision conditions and provide cognitive, behavioral, and other forms of
counseling services.

The division manages the Tompkins Rehabilitation and Corrections Center; operates or participates in drug court
programs, global positioning monitoring of offenders, drug and alcohol testing of offenders, and monitoring of sex
offenders; and contracts for services with halfway houses and the Bismarck Transition Center to provide transition
services.

The Tompkins Rehabilitation and Corrections Center is a Department of Corrections and Rehabilitation-funded
program at the State Hospital. The center consists of three 30-bed wards--one ward (30 beds) for females and
two wards (60 beds) for males. As of the end of December 2013, the center housed a total of 66 inmates.

Dakota Women's Correctional and Rehabilitation Center

During the 2003-05 biennium, the Department of Corrections and Rehabilitation began to contract with the Dakota
Women's Correctional and Rehabilitation Center in New England to house its female inmates. The Dakota Women's
Correctional and Rehabilitation Center is owned and operated by the Southwest Multi-County Correction Center
Board. The prison at the Dakota Women's Correctional and Rehabilitation Center consists of a 70-bed minimum
security unit, a 40-bed medium security unit, and a 16-bed orientation unit. In May 2006, a five-bed high security unit
was added to the facility. As of the end of December 2013, the Dakota Women's Correctional and Rehabilitation
Center housed 120 state inmates.

Division of Juvenile Services/Community Services and Youth Correctional Center

The Division of Juvenile Services has eight regional offices serving the eight human service regions across the
state and is staffed to provide supervision to juveniles committed by the courts. The division also oversees the Youth
Correctional Center, which is located west of Mandan and is the state's secure juvenile correctional institution. The
Youth Correctional Center serves as a secure detention and rehabilitation facility for adjudicated juveniles who require
the most restrictive placement and maximum staff supervision and provides appropriate programming to address
delinquent behavior.

Juvenile programming at the Youth Correctional Center includes drug and alcohol programming; child psychiatric
and psychological services; sex offender programming; a pretreatment program for juveniles who are difficult to
manage; and a security intervention group program to inform, educate, and provide juveniles with alternatives to gang
activity and gang affiliation. The Youth Correctional Center provides adjudicated adolescents an opportunity to
complete or progress toward completing their education coursework while in residence through an accredited junior
high and high school.

Penalties for Nonviolent Crimes
Mandatory Minimum Sentences in North Dakota
During the 1980s and early 1990s, many states, including North Dakota, enacted laws providing for mandatory
minimum sentences for certain offenses. Mandatory minimum sentencing laws require a judge to impose a sentence
of at least a specified length if certain criteria are met. The proponents of mandatory minimum sentencing laws
contended the certainty and severity of the mandatory minimum sentences would reduce crime by deterring individuals
from committing crimes and keeping criminals incarcerated longer. However, critics of the laws argued the
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requirements unduly removed discretion from judges and would ultimately result in significant increases in the number
of individuals incarcerated.

In 1983 the Legislative Assembly enacted Senate Bill No. 2373, which established mandatory minimum terms of
imprisonment for offenders with multiple driving while under the influence offenses. The Legislative Assembly in
2013 House Bill No. 1302 increased the mandatory minimum sentences for driving under the influence offenses.

In 1993 the Legislative Assembly enacted House Bill No. 1062, which established mandatory minimum terms of
imprisonment for the manufacture, delivery, or possession with the intent to deliver certain controlled substances. The
bill amended Section 19-03.1-23 to provide specified minimum sentencing requirements based upon the classification
of the controlled substance and whether the offender had previous offenses. The bill also established mandatory
minimum sentences if the violation occurred within 1,000 feet of a school and if the offender was over the age of
21 and used a minor in the commission of the crime. Additionally, the bill amended Section 12.1-32-02.1 to impose
mandatory sentences if the offender possessed a dangerous weapon or firearm while in the course of committing the
offense. The bill created Section 19-03.1-23.2, which prohibits a court from deferring imposition of a sentence and
from suspending a mandatory term unless the court finds the offense was the defendant's first violation and
extenuating or mitigating circumstances exist to justify the suspension.

Subsequent Legislative Assemblies, including the 2005 Legislative Assembly, have established minimum
mandatory sentences for sex offenders and imposed requirements with respect to the service of sentences.

Section 12.1-32-09.1, which was enacted by the Legislative Assembly in 1995 and amended in 1997, provides an
individual convicted of a crime that classifies the individual as a violent offender and who is sentenced to imprisonment
is not eligible for release from confinement on any basis until 85 percent of the sentence imposed by the court has
been served or the sentence is commuted.

Section 12.1-20-03.1, which was enacted by the Legislative Assembly in 1997 and amended in 2005, prohibits a
court from deferring imposition of a sentence of an individual convicted of the continuous sexual abuse of a child. In
2005 the Legislative Assembly in House Bill No. 1313 further provided if, as a result of injuries sustained during the
course of the offense classified as gross sexual imposition, the victim dies, the offense is a Class AA felony, for which
the maximum penalty of life imprisonment without parole must be imposed.

In 2005 the Legislative Assembly enacted Senate Bill No. 2341, which provided for the establishment of a pilot
project in Pembina, Walsh, and Grand Forks Counties effective three months from the date of receipt of a federal grant
for meth treatment applied for by the Department of Human Services. The bill provided when an individual located in
Walsh, Pembina, or Grand Forks County pled guilty or was found guilty of a felony violation of Section 19-03.1-23(6)
and that individual had not previously pled guilty or been found guilty of any offense involving the use, possession,
manufacture, or delivery of a controlled substance or of any other felony offense, the court would be required to
impose a period of probation of not less than 18 months in conjunction with a suspended execution of a sentence of
imprisonment, a sentence to probation, or an order deferring imposition of sentence. The bill further provided upon a
plea or finding of guilt of the individual, the court would be required to order a presentence investigation, including a
drug and alcohol evaluation conducted by a licensed addiction counselor. If the licensed addiction counselor
recommended treatment, the court was required to order the individual to participate in an addiction program licensed
by the Department of Human Services as a condition of the probation. The court was then required to commit the
individual to treatment through a licensed addiction program for up to 18 months until the individual would be
determined suitable for discharge by the court. In 2007 the Legislative Assembly expanded the assessment and
treatment program statewide in House Bill No. 1015.

Incarceration Rates and Mandatory Sentences

According to the 2013 Department of Corrections and Rehabilitation inmate population report, the number of
inmates incarcerated for minimum mandatory sentences has increased from 92 at the end of 2008 to 99 at the end of
2013. The population of inmates incarcerated under the 85 percent "truth-in-sentencing" law increased from 234 at the
end of 2008 to 308 at the end of 2013. The following table compiled by the department summarizes the inmate
population on December 31, 2013, compared with the same time during the previous five calendar years:

Inmate Count on December 31, 2013 (Minimum Mandatory)

Offense 2008 2009 2010 2011 2012 2013
DUI/APC 19 15 22 21 24 10
Driving under suspension 2 0 1 0 0 0
Drug offenses (not alcohol) 22 28 31 35 37 31
Reckless endangerment 2 0 2 2 0 0
Assault 8 9 11 15 11 9
Burglary with weapon 0 0 0 0 0 0
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Inmate Count on December 31, 2013 (Minimum Mandatory)

Offense 2008 2009 2010 2011 2012 2013
Felonious restraint 0 0 0 0 0 0
Kidnapping 1 1 1 1 1 1
Sex offense 3 5 8 9 8 10
Terrorizing 8 7 5 8 10 14
Robbery 12 9 7 6 5 9
Negligent homicide 0 0 2 2 1 1
Manslaughter 1 1 1 1 0 0
Murder 12 11 11 13 14 14
Felon in possession of a firearm 0 1 0 1 0 0
Offender registration violation 2 2 3 3 3 0
Total 92 89 105 117 114 99

Inmate Count on December 31 (85% Truth-In-Sentencing)

2008 2009 2010 2011 2012 2013
Number of inmates having 85% TIS 234 233 265 274 280 308
Average sentence in months 91 97 96 99 111 101

Fiscal Year Admissions of 85% Truth-in-sentencing Inmates

Fiscal Year |Fiscal Year | Fiscal Year | Fiscal Year |Fiscal Year |Fiscal Year

2008 2009 2010 2011 2012 2013
Number of inmates having 85% TIS 77 80 85 96 85 112
Average sentence in months 49.66 45.86 45.31 43.59 55.32 39.25

2011-12 Interim Study Recommendations and 2013 Legislation
During the 2011-12 interim, the commission received reports from the Department of Corrections and Rehabilitation
and the Department of Human Services regarding programs and initiatives implemented and administered by those
entities. In addition, the commission examined issues related to the penalties and the monetary thresholds for
determining whether a theft offense is a felony. The commission also studied driving under suspension offenses and
penalties and the imposition of fees upon offenders by the courts.

2013-15 Budget Recommendation

The commission recommended the Governor include increased funding in the executive budget for the Robinson
Recovery Center, including funding specifically addressing the expansion of beds available for female clients. The
2013 Legislative Assembly increased funding for the Robinson Recovery Center by $296,000 for the
2013-15 biennium.

Temporary Restricted License Legislation

The commission recommended and the Legislative Assembly enacted 2013 House Bill No. 1027 to provide
additional flexibility to the Department of Transportation in providing temporary restricted licenses; expand the potential
uses of a temporary restricted license to include use for attendance at an appropriate licensed addiction treatment
program or a treatment program ordered by a court or to use as necessary to prevent the substantial deprivation of the
educational, medical, or nutritional needs of the offender or an immediate family member of the offender; and authorize
a court to dismiss a charge for driving under suspension if the defendant provides proof the defendant has obtained
reinstatement of the operator's license within 60 days after the date of the offense.

TESTIMONY AND COMMISSION CONSIDERATIONS
Department of Corrections and Rehabilitation
The commission received reports from representatives of the Department of Corrections and Rehabilitation
regarding programs and initiatives at the department which provide alternatives to incarceration or which are intended
to keep offenders from reoffending.

Prison Populations and Sentencing

Representatives of the Department of Corrections and Rehabilitation presented the commission with information
regarding changes and trends in prison populations and sentencing data. Since 1992, the population of the state has
increased approximately 13 percent. However, over that same period, the annual number of inmate admissions for the
department has tripled. Under 2013 Senate Bill 2015, the department was authorized to refuse to admit inmates
sentenced to the physical custody of the department when the admission of inmates will exceed the maximum
operational capacity of the penitentiary and its affiliated facilities and result in the department exceeding its authorized
legislative appropriation for contracting for housing inmates in other correctional facilities. Representatives of the
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department indicated that although most of the state prison facilities are at or near capacity, the department has not
had to implement the prison management plan to address a situation in which a prison bed is not available.

Representatives of the department presented the commission with data analyzing sentences imposed throughout
the eight judicial districts and data relating to admissions by county. The data indicated most offenders under the
supervision of the department have been sentenced to terms of less than three years. For the year 2013, the analysis
indicated the number of admissions from Burleigh County exceeded the total number of admissions from the next
two highest counties combined--Grand Forks and Cass Counties. Although it was indicated additional analysis would
be necessary, it was suggested prosecutorial decisions and sentencing practices were likely explanations for the
significantly higher number of admissions from Burleigh County.

Recidivism Reduction

The commission received reports from representatives of the Department of Corrections and Rehabilitation relating
to efforts to reduce recidivism. The department underwent an evaluation of its programs from outside observers to
examine the capacity and content of the programs and how closely the programs meet principles of effective
intervention. The purpose of the evaluation was to measure whether the programs have the capability to deliver
evidence-based interventions and services for offenders and to evaluate the extent to which the programs meet the
principles of risk, need, responsivity, and treatment. The results of the evaluation indicated the 3 male prison facilities
were highly effective in adhering to risk responsivity principles and the programs were within the top 18 percent of
correctional programs audited.

The department has developed programs to address conflict resolution, alternatives to violence in relationships, sex
offender treatment, and coping skills. In addition, the department is equipped to provide individual interventions and
provides cognitive behavioral interventions for substance abuse. Beyond the programs for incarcerated offenders, the
department has implemented evidence-based programs to reduce recidivism for offenders on community supervision.
The department has trained all probation officers in core correctional practices designed to provide more effective
supervision. Those practices include developing and implementing an actuarial assessment with a structured case
plan, providing structured interventions based on risk and need, exercising effective reinforcement and use of
authority, helping build relationship skills and problem-solving skills, and implementing anti-criminal modeling and
cognitive restructuring.

Representatives of the department provided testimony indicating recidivism may be reduced by strengthening
probation and alternative sentencing options. Evidence-based practices indicate low-risk offenders on probation are
less likely to reoffend when supervised probation is limited in length and the supervision is focused on positive
reinforcement programs while continuing to allow for quick and effective sanctions for probation violations. To address
recidivism, representatives of the department recommended several probation and sentencing options to:

1. Enhance the ability of probation officers to impose immediate sanctions in the form of a 48-hour jail hold for
probation violations;

2. Allow early discharge from probation for compliance with the terms of probation;

3. Allow for the conversion of restitution orders to civil judgments to allow discharge and repayment of restitution
after discharge;

4. Reduce the maximum length of probation for misdemeanors and reduce the maximum length of probation for
felonies, except for crimes of violence and sex offenses;

5. Eliminate the requirement that any portion of a suspended felony sentence must be on supervised probation,
unless otherwise required by law; and

6. Create a state reinvestment fund to assist local detention centers implement evidence-based practices and
treatment programs.

The commission considered a bill draft to reduce the length of probation for most felony offenses, except sex
offenses and violent crimes, from five years to three years; reduce the length of probation for misdemeanor offenses
from two years to 360 days; provide the maximum length of probation extension for violating the conditions of
probation is 360 days; allow a court to authorize the Department of Corrections and Rehabilitation to terminate
supervision after 18 months if the offender has complied with the conditions of probation; and allow a period of
incarceration not to exceed 48 hours as an alternative to a revocation of probation.

Concerns were expressed by some members of the commission with respect to the provision of the bill draft which
authorizes a 48-hour period of incarceration as an alternative to revocation. The concerns generally involved whether
the period of incarceration would violate due process rights of probationers and whether granting the decision to
incarcerate to someone other than a judge would be an unlawful delegation of authority. However, proponents of the
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proposals indicated that because the period of incarceration in lieu of revocation would be a condition of probation
imposed by the court, there would be no constitutional concerns and the process would be similar to that already in
place for parole violators. In addition, it was argued, revocations would be reduced and the court system as well as
probationers would benefit. To address concerns regarding unlimited use of the 48-hour hold provisions, proponents
of the bill draft proposed limiting 48-hour holds for an individual to five times in a 12-month period.

Representatives of the Department of Corrections and Rehabilitation provided testimony relating to restitution
orders and the impact on department resources related to probation revocations due to failure to fulfill probation
conditions related to restitution. Because a significant number of probation revocations are due to failure to fully
comply with restitution orders, department officials suggested probation officers often are forced to act as collection
agents. A representative of the department suggested a potential solution could be the creation of crime victim
compensation fund for property crimes. However, members of the commission expressed concerns regarding the
appearance of such a fund placing the burden for reimbursement of criminal acts on the taxpayers rather than the
offenders.

The commission received information from the State Court Administrator regarding the amount of restitution
assessed and collected. On February 20, 2014, the court system had an accounts receivable balance of ordered
restitution of $25,676,201. However, that amount did not include amounts assessed in Burleigh and Grand Forks
Counties and included partial amounts assessed in Cass and Ward Counties. The report indicated uncollectable
restitution was estimated to be $17,372,569.

The commission considered a resolution draft to provide for a Legislative Management study of restitution for
criminal acts. Commission members generally agreed that a full study of issues related to restitution would be helpful
in exploring potential solutions to the concerns expressed with respect to the impact of restitution orders.

Local Evidence-Based Programs

Although an offender may be incarcerated in a local jail or detention center for up to one year, an offender in such a
facility has no access to the recidivism reduction and treatment services provided by the Department of Corrections
and Rehabilitation. Representatives of the department presented the commission information regarding opportunities
to develop partnerships with local detention centers for the implementation of evidence-based programs and services.
One option presented for consideration was the creation of a state reinvestment fund designed to allow counties to
apply for funding to support local programs.

The commission also received information regarding efforts by the department to establish a pilot program to work
with the Burleigh and Cass County Jails to implement programs and services at the jails which are designed to reduce
recidivism. It was suggested demonstrated success with the pilot program could be the basis for expansion of the
efforts to other local jails and detention facilities. A representative of the department informed the commission that the
department had applied for a federal grant to assist in the effort to expand recidivism reduction programs to local jails
and detention centers.

Department of Human Services
The commission received reports regarding programs under the supervision of the Department of Human Services,
including programs undertaken in cooperation with the Department of Corrections and Rehabilitation and various
contract programs.

Robinson Recovery Center

The department continues to contract with the Robinson Recovery Center for residential treatment services. The
commission received a report indicating the Robinson Recovery Center utilized the additional funding provided by the
2013 Legislative Assembly to increase the number of beds available to female clients from 10 to 15, and that the
additional beds were filled within a week after completion of the renovation allowing for the additional beds. The center
had an occupancy rate of approximately 90 percent during 2013 and a representative of the center indicated a similar
occupancy rate is expected to be maintained in the foreseeable future. Although a majority of the admissions to the
center continue to be from the human service region including Fargo, a growing number of admissions are coming
from the western portion of the state. According to the report, almost 50 percent of the clients admitted were addicted
to meth. The center's rate of successful completion of the program increased from approximately 35 percent in fiscal
year 2012 to 39 percent in the 12 months prior to August 2013. It was reported the majority of those not successfully
completing treatment either left against professional advice or were discharged by the facility for behavioral or
compliance issues. The report indicated an increasing number of individuals in the state are in need of long-term,
residential treatment for addiction to drugs and alcohol. In addition, addiction counselors are seeing an increase in the
use of meth and heroin. A representative of the center informed the commission there is a severe lack of residential
treatment services for women with children. Although the entity that operates the center also operates a residential
program for women with children, that program receives no funding from the state.
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Tompkins Rehabilitation and Corrections Center

The Tompkins Rehabilitation and Corrections Center is located at the State Hospital and operated by the
Department of Human Services in collaboration with the Department of Corrections and Rehabilitation. According to a
report from a representative of the center, the center has consistently ranked in the top 15 percent of similar programs
nationally. The center provides a cognitive behavioral treatment approach utilizing cognitive restructuring groups to
reduce risks to reoffend. The report indicated the percentage of individuals who successfully complete treatment and
who do not reoffend within six months is more than double the national average. The success of the program has
been attributed to the length of the program. In addition to the 100 days of residential treatment, aftercare treatment
extends the care to a total of six months to a year.

Southeast Human Service Center

The commission received a report regarding the services provided by the Southeast Human Service Center,
including contract services. The center has collaborated with the Cass County Jail to provide case management and
mental health services for incarcerated individuals. In addition to the postbooking services through the jail program,
the center has participated with law enforcement and private mental health providers to provide training to law
enforcement officers to assist the law enforcement officers in identifying individuals in need of community services and
helping those individuals with obtaining treatment with the purpose of addressing mental health issues before
incarceration. The representative of the center also reported regarding the implementation of an integrated
dual-diagnosis treatment multidisciplinary team structure designed to reduce institutionalization, reduce violence and
suicide, and improve physical health, function, and family relationships of participants. The measured outcomes over
the first 48 months of that initiative indicated a 29 percent decrease in emergency room admissions, a 40 percent
decrease in crisis bed days, a 70 percent decrease in long-term hospitalization, an 87 percent decrease in respite care
bed days, a 90 percent decrease in acute psychiatric hospital days, and a 98 percent decrease in days incarcerated.

The commission received testimony from representatives of private mental health and addiction treatment services
providers in the Fargo area, including a report regarding the Region 5 mobile crisis team project. The Southeast
Human Service Center collaborates with the private provider to address urgent mental health needs in the region
through on-call staff. During the first eight months of the program, the team received an average of over 12 calls per
month. According to the report, 97 of the 99 calls were resolved without the need to access alternative placements or
higher levels of care. Although the cost of the crisis team is approximately $10,000 per month, it was stated the
estimated cost of psychiatric hospitalization of 50 percent of the individuals seeking help would likely be nearly
three times that amount.

Contract Services

The commission received reports from representatives of the Department of Human Services regarding services for
which the department contracts. Included within the reports were lists of each program or service provided by the
department or a contractor and an inventory of the services provided. Representatives of the department also updated
the commission regarding ongoing stakeholder meetings conducted by the department which were intended to
determine the needs throughout the various human service regions. Among the most common needs identified were
additional addiction treatment services, adolescent residential options, crisis and transitional living, and housing for
individuals who are chronically homeless, sex offenders, or felons.

Addiction Counselor Shortage

The commission received testimony from private service providers and representatives of the Department of
Human Services regarding the difficulty in hiring and retaining addiction counselors. The commission was informed
wages for addiction counselors are generally lower than other health professionals. In addition, the number of hours of
supervised training for licensing of an addiction counselor in North Dakota is higher than in Montana and Minnesota. A
representative of the Board of Addiction Counseling Examiners stated the shortage of addiction counselors is a
nationwide problem and is expected to worsen. Although 1,400 hours of supervised training are required by the board,
85 percent of the states, including South Dakota, require more than 2,000 hours of supervised training.

A representative of the department informed the commission the regional human service centers had approximately
a dozen open addiction counselor positions, a majority of which were in the western portion of the state. The
department has implemented numerous recruitment and retention strategies to address the shortage. Among those
strategies were providing recruitment bonuses, paying moving expenses for new hires, assisting in the licensure and
reciprocity process, providing retention bonuses, reviewing compensation and classifications for addiction counselor
positions, and paying for training through a tuition reimbursement program. In addition, the department began to utilize
an addiction technician classification to allow new hires to complete the required training hours while working toward
initial licensure.
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Commission Tours

The commission toured several facilities operated by the Department of Human Services and by vendors under
contract with the department, including the Tompkins Rehabilitation and Corrections Center and the Robinson
Recovery Center and several crisis and transitional living facilities in Fargo and Jamestown.

Judicial Branch
The commission received reports and information regarding various Judicial Branch programs and issues of
concern to representatives of the court system.

Minority Justice Implementation Committee

The commission received a report regarding evidence-based sentencing from a representative of the Supreme
Court Minority Justice Implementation Committee. The committee was working to implement recommendations made
by the Supreme Court's Race and Bias Commission, including initiating evidence-based sentencing to address implicit
bias based on minority status. Although in reviewing statistics regarding race and sentencing in the state, regional
variations were noted, bias was not found to exist on a statewide basis. Tools used in other levels of the criminal
justice process, which can be implemented in the sentencing process to assist judges in crafting better sentences that
promote objectivity, provide cost-savings, reduce recidivism, and deliver an appropriate level of services, include risk
and needs assessment tools, actuarial tools that measure risk, and clinical tools that measure criminogenic needs.

Drug Courts

The commission received a report regarding the challenges faced by drug courts and the individuals participating in
the drug court process. The shortage of addiction counselors has become a concern with respect to the operation and
potential expansion of both juvenile and adult drug courts. It was reported that standards for effective operation of
drug courts require evidence-based practices. However, not all drug courts in the state have had access to services
utilizing evidence-based practices.

With respect to juvenile drug courts, several additional challenges were identified. Those challenges include the
lack of adolescent inpatient and crisis stabilization beds, a lack of affordable and accessible treatment options, and the
limited availability of psychiatric services for adolescents. With respect to adult drug courts, the challenges identified
include difficulty in obtaining or maintaining appropriate housing, the cost of chemical dependency evaluations, the
cost of defense counsel for participants, insurance carriers not covering the cost of treatment beyond the traditional
24 day programs, and the impact of the changes in driving under the influence laws enacted by the 2013 Legislative
Assembly--the required mandatory jail time reduces the incentive to participate in drug court.

Sentencing Practices

The commission received reports from district court judges regarding sentencing practices. Although it was stated
the goal of a judge is to make the best use of resources to optimize public safety, one judge testified additional
resources are necessary to allow for assessment of individuals as they are detained and to implement a plan while
eliminating waiting times for evaluations and treatment. In addition, judges stated additional resources for treatment
services would be beneficial in tailoring sentences to the needs of offenders. It was argued judges must have the
flexibility to adjust programs and individualize dispositions. In individualizing dispositions, judges will review the nature
of the offense and the background and criminal record of the defendant, recommendations from the prosecution and
defense, the statement of the defendant at sentencing, and a crime victim impact statement. A judge from the south
central judicial district informed the commission judges in Burleigh County order a greater number of presentence
investigations than judges in Cass County. After reviewing Burleigh County case files, the judge reported that judges
rarely sentenced a defendant to a period of incarceration longer than that recommended by the presentence report.

HOPE Program

The commission received a report from a district judge regarding Hawaii's Opportunity Probation with Enforcement
(HOPE) program. The HOPE program is designed to impose an immediate sanction for probation or parole violations.
Under the program, an offender taken into custody for an alleged violation must see the judge within 24 to 48 hours.
Sanctions for a violation generally range from two to seven days in jail, which may be served on weekends or holidays
or with work release to accommodate probationers who are employed. The program is intended to keep an offender
employed and out of the State Penitentiary while holding the offender accountable for any violation of a parole or
probation condition.

Mandatory Transfers from Juvenile to Adult Court

The commission received information from the State Court Administrator regarding mandatory transfers of juveniles
from juvenile court to adult court under Section 27-20-34. Under that section, a child 14 years old or older is
transferred to adult court for the offense of murder or attempted murder; gross sexual imposition or the attempted
gross sexual imposition of a victim by force or by threat of imminent death, serious bodily injury, or kidnapping; or the
manufacture, delivery, or possession with intent to manufacture or deliver a controlled substance, except for the
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manufacture, delivery, or possession with intent to manufacture or deliver marijuana in an amount less than one
pound; or the gratuitous delivery of a controlled substance not a narcotic drug or meth which is a singular and isolated
event involving an amount of controlled substance sufficient solely for a single personal use. The commission was
informed that between 2009 and 2013, there were 41 cases in which jurisdiction was mandatorily transferred to adult
court. From 2011 through 2013, there were 21 mandatory transfers, 9 of which involved drug offenses. Of those
21 cases, 7 of the juveniles were not sentenced to any jail time and 6 were placed under the custody of the
Department of Corrections and Rehabilitation.

The commission considered a bill draft to eliminate the mandatory transfer of a juvenile to adult court for the
offenses related to manufacture, delivery, or possession of controlled substances. Proponents of the bill draft pointed
out the proposal only removes the mandatory transfer requirement, and judges will continue to maintain authority to
transfer a juvenile to adult court if the judge believes the transfer is necessary and warranted.

Other Reports

Community Service Programs

The commission received reports regarding the operation and activities of community service programs.
Community service programs were formed in North Dakota in 1993 to provide community-based alternatives to
incarceration and allow juvenile and adult offenders to perform court-ordered community service obligations for the
benefit of nonprofit organizations and local communities. Initially, the state provided funding to assist in establishing
the programs. However, the Department of Corrections and Rehabilitation ceased providing the grants after
June 30, 2006, due to reductions in funding and prioritization of programs. The 2011 Legislative Assembly, through
Senate Bill No. 2275, appropriated $375,000 from the general fund for the biennium to support the community service
programs. In 2013 the Legislative Assembly included within the appropriation for the Office of Management and
Budget $375,000 in funding for support of community service programs. In addition to the state funding, the programs
have received funding from local governments and from participation fees imposed on offenders ordered to perform
community service.

A representative of community service programs informed the commission that 2,638 offenders performed
community service in 2013, with 41 percent of the offenders performing community service in Fargo. In 2013 a total of
74,053 hours of community service were completed with a noncash value to the worksites of $592,383. The report
concluded that the hours of community service performed in 2013 saved 9,256 days of prison or jail service, which at
an estimated cost of $65 per day provided a savings of $601,680.

Mentorship Programs

The commission received a report from a representative of Big Brothers Big Sisters of Bismarck-Mandan regarding
mentorship programs and the efforts of Big Brothers Big Sisters to mentor children of incarcerated parents. The
committee was informed the program received a 3-year grant from the United States Department of Justice to mentor
children of incarcerated parents, and by the end of the grant period, over 50 percent of the children served by the
program had a parent who was incarcerated.

The commission received a report from a representative of the Heart River Bridges of Hope Reentry Ministry which
recruits volunteers, primarily from churches, to create teams of mentors to work with youth at the Youth Correctional
Center. The primary goal of the program is to help youth transition to a faith community upon discharge from the
center, with the added goals of reducing recidivism and providing a positive social network for the youth.

Cass County Jail Initiative

The commission received reports from representatives of the Cass County Jail regarding the jail diversion program.
In 2007 Cass County was awarded a $250,000 grant to plan and implement a postbooking, jail-based program
targeting offenders with a specific diagnosis and whose nonviolent offense is a product of a treatable mental iliness.
The Cass County Jail has collaborated with the Southeast Human Service Center for mental health services and also
has hired a full-time clinical mental health coordinator at the jail to conduct assessments, refer mentally ill offenders to
treatment providers, and make referrals to prosecutors for consideration of dismissal of charges or a deferred or
suspended sentence.

The commission requested the Cass County Sheriff to provide the commission with information regarding the
potential expansion of the program to other counties. The commission was informed the cost of starting similar
programs should be reduced because there is a model to follow. However, the key to implementing such a program is
dependent upon the participation of law enforcement, the courts, prosecutors, and defense attorneys and upon the
availability of community services and qualified professionals.
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The Pew Charitable Trusts

The commission received a report from a representative of The Pew Charitable Trusts regarding sentencing and
corrections policies. In addition, the commission was provided information regarding The Pew Charitable Trusts public
safety performance project and the initiatives undertaken in other states, including South Dakota, to improve public
safety, hold offenders accountable, and control corrections costs. The initiative in South Dakota resulted in legislation
that is expected to significantly reduce the projected growth of prison populations in the state. The commission was
informed the South Dakota initiative involved a bipartisan effort through all three branches of government. An initiative
of that type generally lasts about one year during which data experts review all aspects of the criminal justice and
correctional systems in the state and present an update to a bipartisan interbranch task force which then identifies
priorities and develops policy solutions.

Mandatory Sentences and Sentencing Alternatives for First-Time Nonviolent Felony Offenses
Representatives of the Department of Corrections and Rehabilitation brought to the commission proposals to
address penalties for offenses related to abuse and neglect of a child, possession of drug paraphernalia, and ingestion
of a controlled substance.

Under Section 14-09-22, the crimes of abuse and neglect of a child are classified as Class C felonies unless the
victim is under the age of six, in which case the offense is a Class B felony. Representatives of the department
proposed splitting the offenses of abuse of a child and neglect of a child into separate statutory provisions and
eliminating the Class B felony penalty for the offense of neglect of a child.

The commission considered a bill draft to implement the proposal to separate the offenses of abuse and neglect of
a child. The proponents of the bill draft contended the proposal would clearly define the difference between the
offenses and would clarify areas of confusion regarding requirements to register as an offender against children, which
is not required for the offense of neglect of a child.

Representatives of the department testified there are a significant number of offenders who are incarcerated for the
offenses of possession of drug paraphernalia and ingestion of a controlled substance. If an individual who has an
addiction admits to having a relapse, a probation officer is faced with the decision of whether to arrest the individual
who is under supervision simply because of the admission to having a relapse. It also was contended prosecutors
have not used the ingestion statute responsibly and too many individuals on probation are being incarcerated for
admitting to a relapse while not actually being found in possession of a controlled substance. In addition, it was
suggested that individuals on probation have been charged with the crime of being in possession of drug
paraphernalia because they have failed to clean all items defined as paraphernalia out of their residences.

The commission considered a bill draft to reduce the penalty for possession of drug paraphernalia from a Class C
felony to a Class A misdemeanor for most drugs, reduce the penalty for possession of drug paraphernalia for
marijuana from a Class A misdemeanor to a Class B misdemeanor, repeal the statutory provision that makes it a
criminal offense to ingest a controlled substance, and remove the requirement that a court impose a period of
probation of not less than 18 months for a person who has plead guilty or been found guilty of a felony violation for
drug possession and provide a judge discretion with respect to the length of the probation within those statutory limits.
Proponents of the bill draft contended the offense for ingestion of a controlled substance is not enforced uniformly
throughout the state and the trend in other states has been to repeal ingestion statutes. In addition, it was argued, the
severity of the penalties for ingestion and for possession of drug paraphernalia have provided prosecutors with a tool
to force plea agreements which has affected resources throughout the criminal justice system and filled correctional
facilities with individuals who are generally not a great threat to public safety.

Because of concerns with respect to opposition from law enforcement and prosecutors, commission members were
reluctant to recommend repeal of the ingestion statute without additional study. Members of the commission also
expressed concerns with respect to the proposed changes to the drug paraphernalia penalties. Representatives of law
enforcement agencies argued that the penalty for possession of drug paraphernalia should be equivalent to the
penalty for possession of the associated drug.

Because members of the commission generally agreed that further consideration of changing the penalties for
possession of drug paraphernalia is needed, the commission considered a second bill draft addressing the penalties
for possession of drug paraphernalia which was based upon 2013 Senate Bill No. 2319, which failed to pass. The bill
draft would not change the penalty for possession of paraphernalia used to manufacture a controlled substance, but
would reduce the penalty for possession of paraphernalia intended for the use of a controlled substance from a
Class C felony to a Class A misdemeanor and reduce the penalty for possession of paraphernalia for the use of
marijuana from a Class A misdemeanor to a Class B misdemeanor.
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The commission discussed the criminal offense of endangerment of a child or vulnerable adult and the impact of
the provisions relating to exposure to marijuana. The commission considered a bill draft that would have revised the
definition of a controlled substance to provide that a controlled substance does not include less than one ounce of
marijuana, revised the definition of drug paraphernalia to remove its applicability to marijuana paraphernalia, and
removed references to exposure of a child or vulnerable adult to a controlled substance or drug paraphernalia.
Representatives of the Department of Human Services testified that the change with respect to exposure of a child to
controlled substance would impact the definition of a deprived child and the ability of prosecutors to terminate parental
rights. Commission members also expressed concerns with respect to the changes in the definition of a controlled
substance.

The commission received testimony from a retired district judge relating to mandatory sentences. The judge
testified that although the population of the state increased less than 7 percent between 1984 and 2013, the inmate
population in the state increased by more than 360 percent and that much of that increase is likely the result of drug
offenses. The judge contended that mandatory sentencing requirements have taken away the ability of judges to
apply appropriate sentences based upon the unique circumstances of each individual crime and defendant.

Commission members extensively discussed mandatory sentencing provisions and to what extent judges should
have flexibility in determining appropriate sentences for various offenses for which mandatory sentences are required
by statute.

A member of the commission distributed for the commission's consideration a bill draft that would have allowed an
offender to request a court to reduce a mandatory term of imprisonment for a controlled substance violation. The bill
draft was based upon proposed federal legislation.

The commission considered a bill draft based upon a proposal submitted by representatives of the Department of
Corrections and Rehabilitation, which would have removed the mandatory imprisonment provisions with respect to the
manufacture, delivery, or possession of controlled substances and changed the penalty for the manufacture, delivery,
or possession of a controlled substance within 1,000 feet of a school from an eight-year term of imprisonment to a term
of not to exceed eight years if the court determined there was a nexus between the offense and the real property
comprising the school.

Proponents of the bill draft argued the 1,000-foot threshold and enhanced sentence was unnecessary and served
as a tool for prosecutors to obtain guilty pleas. Because most areas in most cities are located within 1,000 feet of a
school or other property covered by the 1,000-foot threshold, it was argued the provision has the effect of allowing a
prosecutor to charge a defendant with the offense in most circumstances in which a defendant is caught within a city.
Proponents of the bill draft contended the mandatory sentence requirements take power out of the hands of judges
and shift power to prosecutors who are not neutral and objective.

Opponents of the bill draft contended the state has an important interest in keeping controlled substances away
from schools. In addition, they contended, mandatory sentences are a key tool necessary to fight the trafficking of
drugs. Opponents of the bill draft expressed concerns with taking too large of a step in removing all the mandatory
sentences for controlled substances offenses.

The commission considered a bill draft to allow a court to depart from an applicable mandatory minimum sentence
if the court, in giving due regard to the nature of the crime, history and character of the defendant, and the defendant's
chances of successful rehabilitation, finds a compelling reason on the record that imposition of the mandatory
minimum sentence would result in manifest injustice to the defendant and that the mandatory minimum sentence is not
necessary for the protection of the public. However, the bill would not allow a court to depart from a mandatory
sentence if the defendant used force or caused serious bodily injury during the commission of the offense or used a
dangerous weapon during the commission of the offense or if the defendant has been convicted of a substantially
similar offense during the 10 years before the commission of the offense. The bill draft also would have required an
annual report regarding departures from mandatory sentences and reinvestment of savings from the departures to
advance evidence-based practices to reduce recidivism.

Proponents of the bill draft contended the proposal would provide a judge discretion in sentencing nonviolent
offenders. Members of the commission expressed concerns with respect to the reporting of departures from
mandatory sentences and the impact the reporting requirement may have on the willingness of judges to exercise that
discretion. In addition, there were questions raised regarding the feasibility of determining savings attributable to
departures from mandatory sentences. There also were questions concerning the impact of the exception that would
not allow a departure from a mandatory sentence if the defendant had been convicted of a substantially similar crime
within the previous 10 years. It was argued that exception would likely affect most defendants subject to a mandatory
sentence.
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RECOMMENDATIONS
Supervision and Probation Bill

The commission recommends Senate Bill No. 2027 to reduce the length of probation for most felony offenses, except
sex offenses and violent crimes, from five years to three years; reduce the length of probation for misdemeanor offenses
from two years to 360 days; provide the maximum length of probation extension for violating the conditions of probation is
360 days; allow a court to authorize the Department of Corrections and Rehabilitation to terminate supervision after
18 months if the offender has complied with the conditions of probation; and allow up to 5 nonsuccessive periods of
incarceration within a 12-month period, which may not exceed 48 hours, as an alternative to a revocation of probation.

Legislative Management Study of Restitution Resolution
The commission recommends House Concurrent Resolution 3002 to provide for a Legislative Management study of
restitution for criminal acts.

Transfer of Juveniles to Adult Court Bill
The commission recommends Senate Bill No. 2028 to eliminate the mandatory transfer of a juvenile to adult court for
offenses related to manufacture, delivery, or possession of controlled substances.

Abuse and Neglect of a Child Bill
The commission recommends House Bill No. 1029 to separate the offenses of abuse of a child and neglect of a child
into different statutory provisions and eliminate the Class B felony penalty for the offense of neglect of a child.

Term of Probation Bill
The commission recommends Senate Bill No. 2029 to remove the requirement that a court impose a period of
probation of not less than 18 months for a person who has plead guilty or been found guilty of a felony violation for drug
possession, and to provide a judge discretion with respect to the length of the probation within those statutory limits.

Possession of Drug Paraphernalia Penalties Bill
The commission recommends Senate Bill No. 2030 to reduce the penalty for possession of paraphernalia intended for
the use of a controlled substance from a Class C felony to a Class A misdemeanor and reduce the penalty for possession
of paraphernalia for the use of marijuana from a Class A misdemeanor to a Class B misdemeanor.

Departures from Mandatory Sentences Bill
The commission recommends House Bill No. 1030 to allow a court to depart from a mandatory minimum sentence if
the court, in giving due regard to the nature of the crime, history and character of the defendant, and the defendant's
chances of successful rehabilitation, finds a compelling reason on the record that imposition of the mandatory minimum
sentence would result in manifest injustice to the defendant and that the mandatory minimum sentence is not necessary
for the protection of the public.

Executive Budget Recommendations
The commission recommends the Governor include additional funding in the executive budget for the
2015-17 biennium to provide residential treatment program beds statewide, with an emphasis on additional beds in the
western portion of the state.

The commission recommends the Governor include in the executive budget funding to replicate the Cass County Jail
diversion project in other areas of the state.

The commission recommends the Governor include funding in the executive budget for a study of evidence-based
practices used by the Department of Corrections and Rehabilitation, the Department of Human Services, and other
agencies which are intended to reduce incarceration and recidivism.

The commission expresses its support for funding of appropriate treatment services to support the Department of
Human Services and the Department of Corrections and Rehabilitation in meeting identified treatment service gaps.

The commission expresses its support for increased funding of community service supervision grants.
Other Statements and Recommendations
The commission encourages the judicial branch to examine implementing a pilot program similar to the HOPE

program.

The commission recommends the Governor contact The Pew Charitable Trusts to propose a collaborative effort to
implement a justice reform study in the state.

85



ECONOMIC IMPACT COMMITTEE

The Economic Impact Committee was assigned two studies:

e Section 18 of Senate Bill No. 2012 (2013) directed a study of the long-term costs of transportation infrastructure
maintenance and improvement projects and methods for funding these projects.

e Section 38 of Senate Bill No. 2018 (2013) directed a study of child care services, including consideration of the
current and potential needs for child care services and the current and potential workforce needs related to child
care, and the current quality of child care services.

The Legislative Management delegated to the committee the responsibility to receive the following reports:

e A report from the Department of Commerce semiannually regarding the status of the program to establish and
administer an unmanned aircraft systems test site in cooperation with the University of North Dakota, the
Aeronautics Commission, the Adjutant General, and private parties appointed by the Governor (North Dakota
Century Code Section 54-60-28).

e A report from the Emergency Services Communications Coordinating Committee by November first of each
even-numbered year regarding the use of the assessed communications services fee revenue and any
recommendations regarding changes to the operating standards for emergency services communications,
including training or certification standards for dispatchers (Section 57-40.6-12).

e A report from the Secretary of State certifying that the information technology components of the electronic filing
system are ready for implementation before August 1, 2015 (2013 House Bill No. 1136, Section 50 and 2013
House Bill No. 1015, Section 42).

e A report from the North Dakota Economic Development Foundation before September 1, 2014, regarding
progress made toward recommendations provided as part of the 2020 and Beyond Initiative and any
recommendations for future legislation (2013 Senate Bill No. 2018, Section 36).

e An inventory from the Housing Finance Agency regarding government programs providing residential and
commercial development assistance which identifies program overlap and gaps (2013 Senate Bill No. 2339,
Section 2).

Committee members were Senators Dave Oehlke (Chairman), Tom Campbell, Ron Carlisle, Mac Schneider,
George B. Sinner, and Terry M. Wanzek, and Representatives Thomas Beadle, Rick Becker, Joshua A. Boschee,
Mike D. Brandenburg, Ed Gruchalla, Bob Hunskor, Nancy Johnson, Matthew M. Klein, Vernon R. Laning, and Gary R.
Sukut.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64" Legislative Assembly.

TRANSPORTATION INFRASTRUCTURE STUDY
Background

According to the North Dakota Department of Transportation, North Dakota has 166 miles of road for every
1,000 people in the state, which ranks the state first in the nation in road miles per capita. The United States
Department of Transportation publication State Transportation Statistics 2010 reports the state as having
approximately 87,000 miles in public road length in 2010. Of the total amount, almost 7,400 miles are part of the state
highway system. Included in the state highway system are 571 miles of interstate roads. About 68,000 of the miles
are under the jurisdiction of county, city, and township governments. The United States Department of Transportation
National Bridge Inventory lists the state as having 4,435 bridges in August 2009, 933 of which were classified as either
structurally deficient or functionally obsolete. The state ranks fifth per capita in the number of bridges, with
approximately 7 bridges per 1,000 people. In addition to the ground transportation, the state has 89 public-use
airports.

Highway Funding
In addition to the substantial amounts of federal funding for the construction and maintenance of highways, the
major state sources of highway funding historically have been derived from the collection of motor fuels taxes and
motor vehicle registrations.
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Article X, Section 11, of the Constitution of North Dakota, provides:

Revenue from gasoline and other motor fuel excise and license taxation, motor vehicle registration and license
taxes, except revenue from aviation gasoline and unclaimed aviation motor fuel refunds and other aviation
motor fuel excise and license taxation used by aircraft, after deduction of cost of administration and collection
authorized by legislative appropriation only, and statutory refunds, shall be appropriated and used solely for
construction, reconstruction, repair and maintenance of public highways, and the payment of obligations
incurred in the construction, reconstruction, repair and maintenance of public highways.

The majority of funds received from motor fuels taxes and motor vehicle registration fees are deposited in the
highway tax distribution fund. Section 54-27-19 provides the highway tax distribution fund consists of the "moneys
available by law from collections of motor vehicle registration and related fees, fuels taxes, special fuels taxes, use
taxes, and special fuels excise taxes." This section provides after the first $5.5 million per biennium is transferred to
the state highway fund for the purpose of providing administrative assistance to other transferees, the money in the
fund must be distributed by the State Treasurer as follows:

1. Sixty-one and three-tenths percent must be transferred monthly to the state department of transportation
and placed in a state highway fund.

2. Two and seven-tenths percent must be transferred monthly to the township highway fund.
3. One and five-tenths percent must be transferred monthly to the public transportation fund.

4. Thirty-four and five-tenths percent must be allocated to the counties of this state in proportion to the number
of vehicle registrations credited to each county. Each county must be credited with the certificates of title of
vehicles registered by residents of the county. The state treasurer shall compute and distribute the
counties' share monthly after deducting the incorporated cities' share. All the moneys received by the
counties from the highway tax distribution fund must be set aside in a separate fund called the "highway tax
distribution fund" and must be appropriated and applied solely for highway purposes in accordance with
section 11 of article X of the Constitution of North Dakota. The state treasurer shall compute and distribute
monthly the sums allocated to the incorporated cities within each county according to the formula in this
subsection on the basis of the per capita population of all of the incorporated cities situated within each
county as determined by the last official regular or special federal census or the census taken in accordance
with the provisions of chapter 40-02 in case of a city incorporated subsequent to the census.

a. For counties having no cities with a population of ten thousand or more, a statewide per capita average
must be used, as determined by calculating twenty-seven percent of the amount allocated to all of the
counties under this subsection divided by the total population of all of the incorporated cities in the state.
Each city must be paid an amount equal to the product of the statewide per capita and that city's
population.

b. For each county having a city with a population of ten thousand or more, the amount transferred each
month into the county highway tax distribution fund must be the difference between the amount allocated
to that county pursuant to this subsection and the total amount allocated and distributed to the
incorporated cities in that county as computed according to the following formula:

(1) A statewide per capita average as determined by calculating twenty-seven percent of the amount
allocated to all of the counties under this subsection divided by the total population of all of the
incorporated cities in the state.

(2) The share distributed to each city in the county having a population of less than one thousand must
be determined by multiplying the population of that city by the product of 1.50 times the statewide
per capita average computed under paragraph 1.

(3) The share distributed to each city in the county having a population of one thousand to four
thousand nine hundred ninety-nine, inclusive, must be determined by multiplying the population of
that city by the product of 1.25 times the statewide per capita average computed under paragraph 1.

(4) The share distributed to each city in the county having a population of five thousand or more must
be determined by multiplying the population of that city by the statewide per capita average for all
such cities, which per capita average must be computed as follows: the total of the shares
computed under paragraphs 2 and 3 for all cities in the state having a population of less than five
thousand must be subtracted from the total incorporated cities' share in the state as computed
under subdivision a and the balance remaining must then be divided by the total population of all
cities of five thousand or more in the state.

5. The moneys allocated to the incorporated cities must be distributed to them monthly by the state treasurer
and must be deposited by the cities in a separate fund and may only be used in accordance with section 11
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of article X of the Constitution of North Dakota and an incorporated city may use the fund for the
construction, reconstruction, repair, and maintenance of public highways within or outside the city pursuant
to an agreement entered into between the city and any other political subdivision as authorized by section
54-40-08.

Section 54-27-19(1) provides the majority of the funds from the highway tax distribution fund (61.3 percent) must be
transferred to the Department of Transportation for deposit in the state highway fund. Section 24-02-37 provides,
except for investment income, the money of the state highway fund must be applied in the following priority:

a. The cost of maintaining the state highway system.

b. The cost of construction and reconstruction of highways in the amount necessary to match, in whatever
proportion may be required, federal aid granted to this state by the United States government for road
purposes in North Dakota.

c. Any portion of the highway fund not allocated as provided in subdivisions a and b may be expended for
the construction of state highways without federal aid or may be expended in the construction,
improvement, or maintenance of such state highways.

Section 54-27-19(2) requires 2.7 percent of the funds from the highway tax distribution fund to be deposited in the
township highway fund. Section 54-27-19.1 directs the State Treasurer to distribute the money to the counties of the
state based on the length of township roads in each county compared to the length of all township roads in the state.
To receive any funds, organized townships must provide 50 percent matching funds. Each county treasurer is
required to allocate the funds received to the organized townships in the county which provide 50 percent matching
funds based on the length of township roads in each of those organized townships compared to the length of all
township roads in the county. The funds received must be deposited in the township road and bridge fund and used
for highway and bridge purposes. If a county does not have organized townships, or has some organized and some
unorganized townships, the county is required to retain a pro rata portion of the funds received based on the length of
roads in unorganized townships compared to the length of township roads in organized townships in the county.

Section 54-27-19(3) allocates 1.5 percent of the funds from the highway tax distribution fund to the public
transportation fund. Section 39-04.2-04 provides money in the public transportation fund must be disbursed under
guidelines issued by the Director of the Department of Transportation and must be used by transportation providers to
establish and maintain public transportation, especially for the elderly and handicapped. In addition, the money may
be used to contract to provide public transportation, as matching funds to procure money from other sources for public
transportation and for other expenditures authorized by the Director.

2013 Transportation Funding Legislation
Highways
The 2013 Legislative Assembly provided enhanced funding from a number of sources for highway construction and
maintenance in the state. The enhanced funding for highway infrastructure was largely provided through three bills--
Senate Bill No. 2012, Senate Bill No. 2176, and House Bill No. 1358.

Senate Bill No. 2012, the Department of Transportation general appropriation bill, included:
e A $541.6 million transfer from the general fund to the highway fund.

e A $1.1 million contingent transfer from the general fund to the public transportation fund. The transfer is
contingent upon deposits from the highway tax distribution fund into the public transportation fund being
$5 million or less during the preceding state fiscal year.

e An appropriation of $640,000 from the highway rail grade crossing safety projects fund for the estimated
costs-to-continue previously approved highway rail grade crossing safety projects into the 2013-15 biennium.

e An appropriation of $500,000 from the highway rail grade crossing safety projects fund for a highway rail grade
crossing safety pilot program.

e A statement authorizing the Department of Transportation to transfer funds between the salaries and wages,
operating expenses, capital assets, and grants line items when it is cost-effective for the construction and
maintenance of highways.

e An appropriation of $720,000 from the general fund to the State Treasurer to distribute funding to any political
subdivision eligible to receive a distribution under subsection 3 of Section 27 of Chapter 579 of the 2011
Session Laws which has not already received a distribution under that subsection.

88



An appropriation of $385,000 to the State Treasurer as an emergency to correct an error in distributions made to
townships under Senate Bill No. 2176.

Senate Bill No. 2176 provided emergency appropriations to the Department of Transportation for the construction
and maintenance of state highways and to the State Treasurer for providing transportation funding distributions. The
bill, which became effective on March 18, 2013, provided:

An appropriation of one-time funding of $620 million from the general fund to the Department of Transportation
for the construction and maintenance of state highways.

An appropriation of one-time funding of $100 million from the general fund to the State Treasurer for distribution
as follows:

$64 million to non-oil-producing counties and cities pursuant to Section 54-27-19(4).

$16 million to counties and townships in non-oil-producing counties pursuant to Section 54-27-19.1. Organized
townships are not required to provide matching funds to receive these distributions.

$20 million to counties and townships in non-oil-producing counties through a distribution of $15,000 to each
organized township and a distribution of $15,000 for each unorganized township to the county in which the
unorganized township is located. If any funds remain after these distributions, the State Treasurer is required to
distribute 80 percent of the remaining funds to counties and cities in the same manner as the $64 million
distribution and to distribute 20 percent of the remaining funds to counties and townships in the same manner as
the $16 million distribution.

House Bill No. 1358 restructured the allocation of oil and gas gross production tax collections and provided money
for transportation funding to be used by the Department of Transportation and to be distributed by the State Treasurer.
The bill provided:

An appropriation of $120 million from the general fund to the Department of Transportation for county road and
bridge projects in counties that received less than $5 million of oil and gas tax allocations under Section
57-51-15(2) during state fiscal year 2013. The funding must be distributed based on the number of miles of
roadway located in each county defined by the Department of Transportation as a county major collector
roadway.

An appropriation of $160 million from the general fund to the Department of Transportation for county road and
bridge projects in counties that received $5 million or more of oil and gas tax allocations under Section
57-51-15(2) during state fiscal year 2013. The funding must be distributed based on data supplied by the Upper
Great Plains Transportation Institute.

An appropriation of $8,760,000 from the general fund to the State Treasurer for grants to townships located in
counties that received between $500,000 and $5,000,000 of oil and gas tax allocations under Section
57-51-15(2) during state fiscal year 2013. Each eligible township is to receive a grant of $15,000 during each
year of the biennium.

In addition to the bills appropriating funds for transportation infrastructure, one other bill of note relating to highway
funding was Senate Bill No. 2025. The bill provided extraordinary road use fees for a violation that did not occur on an
interstate or a state highway must be deposited in the general fund of the jurisdiction having authority over the road on
which the violation occurred and must be used for the support of the road system of that jurisdiction. Previously, all
extraordinary road use fees were deposited in the state highway fund.

Aeronautics

The 2013 Legislative Assembly provided enhanced airport grant funding through House Bill No. 1358, which was in
addition to the funding provided through the North Dakota Aeronautics Commission's general appropriation in Senate
Bill No. 2006. Senate Bill No. 2006 provided appropriations for grants in a sum of $15.5 million, including:

An appropriation of one-time funding of $6 million from the general fund for grants to airports.

An appropriation of $3,450,000 from special funds and $550,000 from the general fund for the air service airport
grant program.

An appropriation of $4 million from special funds for the general aviation grant program.
An appropriation of $400,000 from special funds for educational grants.

An appropriation of $1.1 million from special funds for airport planning grants.
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House Bill No. 1358 appropriated $60 million from the oil and gas impact grant fund to the Commissioner of the
Board of University and School Lands for grants to airports impacted by oil and gas development. The grants include
cost-share requirements and give priority to airports that are eligible to receive federal funding.

Upper Great Plains Transportation Institute

During the 2011-12 interim, the Upper Great Plains Transportation Institute conducted studies of county and
township road infrastructure needs. The report of the studies identified $521 million of road infrastructure needs in oil
and gas-producing counties and an overall total of $834 million of road infrastructure needs in all counties of the state
for the 2013-15 biennium.

The 2013 Legislative Assembly included within the budget for the Upper Great Plains Transportation Institute an
additional $1.25 million in one-time funding to match federal grants to assist in transportation studies.

Testimony and Committee Considerations
The committee received several reports from representatives of the Department of Transportation regarding the
status of state road and bridge projects, the status of federal highway funding, and challenges facing the department.
In addition, the committee received reports regarding airport, railroad, and pipeline infrastructure in the state; local and
tribal government transportation needs; and transportation studies conducted by the Upper Great Plains
Transportation Institute.

State Road and Bridge Projects

The state highway construction program has increased from approximately $249 million in 2007 to over
$800 million in 2014. Traffic volume in the state increased by 22 percent from 2010 to 2012 and over that same time
increased by 53 percent on state highways in the western portion of the state. Significant increases in heavy truck
traffic have accelerated and increased the deterioration of roads throughout the state, but most dramatically in the
oil-impacted areas. As a result of the dramatic increase in traffic in the western portion of the state, the Department of
Transportation began the process of establishing an integrated road system concept to address the movement of
commerce in the four largest oil-producing counties, which is expected to be completed by the end of 2014.

The Director of the Department of Transportation provided the committee with regular updates regarding the status
of road and bridge projects. Among the major projects for which the committee received updates were the state-
funded Highway 85 four-lane project between Williston and Watford City and the construction of truck bypass routes
for Williston, Watford City, Dickinson, Killdeer, New Town, and Alexander which also are being funded by the state.

By September 2014, all four lanes were open to traffic on Highway 85 from Watford City to Alexander and the
portion from Alexander to County Road 16 was under construction and expected to be open to traffic by the end of the
construction season. It is expected that construction on the remaining portion, from County Road 16 to Williston, will
begin yet in 2014 with an expected completion in 2015. The replacement of the Lewis and Clark Bridge on the final
portion of the project is estimated to be completed in 2016.

The Williston bypass, which is being constructed in phases, is anticipated to be fully completed by the end of the
2015 construction season. The Watford City and Alexander bypasses were scheduled to be opened by the end of the
2014 construction season. The Dickinson bypass is being constructed in phases with the Phase 1 interim bypass
being constructed in 2013 and 2014 and Phase 2 scheduled for construction during the 2014 and 2015 construction
seasons. The New Town bypass is scheduled for completion by the end of the 2014 construction season and the
Killdeer bypass is expected to begin construction in 2015.

Federal Highway Funding

Although North Dakota was allocated over $235 million in federal highway funding for 2014, the United States
Congress had not yet passed legislation providing highway funding for 2015. Although a number of states have
suspended or canceled highway construction plans for 2015 due to the concern of federal funding not being available,
the Director of the department informed the committee representatives of the department are developing plans for the
2015-17 biennium based upon the assumption that Congress will act to restore federal highway funding to levels
similar to 2014. However, the committee also was informed that representatives of the department are prepared to
revise plans for the 2015-17 budget if necessary due to changes in federal funding. Because of the budget surplus
existing in North Dakota, representatives of the department and members of the committee generally agreed the state
is uniquely situated to continue highway construction despite the uncertainty with respect to federal funding levels.

Department of Transportation Challenges

In addition to the uncertainty existing with respect to federal highway funding, the committee received information
regarding other challenges the Department of Transportation is facing.

90



The Director of the department testified that the cost of highway projects has been increasing due to a number of
factors. Land acquisition has become significantly more expensive in oil-impacted areas of the state. The cost to the
department to acquire property varied greatly with the per-acre cost in rural areas generally in the range of $25,000 to
$40,000 while the acquisition cost for the bypass in Williston was approximately $165,000 per acre. Although the
bustling economy in the state has attracted many out-of-state contractors to bid on highway projects, the cost of labor
also has increased. In addition, the cost of materials needed for highway projects has increased. As a result, the
construction cost index in the state has risen substantially--construction that cost $1 in 2001 cost $2.61 in 2013. In
general, the cost of construction rose much more dramatically in the western portion of the state. The cost of concrete
overlay in the west was approximately 61 percent higher than in the east. Similarly, the cost of minor rehabilitation of a
road surface was 74 percent higher in the west and the cost of milling and overlaying a two-lane road was
approximately 240 percent higher in the west.

The Director of the department also informed the committee the department has been having difficulty in hiring and
retaining employees, particularly in the western portion of the state.

Local Government Transportation Issues

The committee held meetings in Williston and Grand Forks and received reports regarding transportation issues
from representatives of local governments. Representatives of local governments in the oil-impacted areas in the
western portion of the state testified that despite the additional funding going to oil-impacted areas, cities, counties,
and townships are unable to meet growing infrastructure needs. Increased traffic has made it nearly impossible for
local governments to construct and maintain roads in developing areas. Local officials in the oil-impacted area
contended the share of oil gross production taxes returned to impacted local governments is substantially lower than in
most other oil-producing states.

Representatives of local governments in the eastern portion of the state contended that growth throughout the state
has resulted in unmet transportation infrastructure needs statewide. A representative of the city of Grand Forks
testified that the metropolitan planning organization long-range transportation plan identified unmet needs of over
$88 million for the next decade. Beyond the need for roads, the committee was informed public transit and pedestrian
infrastructure needs are increasing while federal funding has decreased. The committee was informed traffic related to
oil development has increased in the eastern portion of the state and agricultural traffic in rural areas has affected road
conditions due to the larger size of modern farm equipment. As a result, rural counties and townships have been
unable to keep up with road and bridge repair.

Tribal Transportation Issues

The committee received information from tribal authorities relating to tribal transportation concerns, particularly the
reduction in federal funding available for tribal roads. A representative of the Turtle Mountain Band of Chippewa
Indians reported to the committee regarding the need to reconstruct approximately 14 miles of Jack Rabbit Road which
runs between Belcourt and Dunseith. Although the road is classified as a Bureau of Indian Affairs road, the Bureau
has not provided funding to repair the road and the tribal government has attempted to secure state funding to assist
with the reconstruction of the road.

Although the state has not been able to assist with the reconstruction of Jack Rabbit Road, the Director of the
Department of Transportation reported the department has worked to develop relationships with tribal governments to
address road projects within tribal boundaries. When a project is approved within tribal boundaries, the department
enters a Tribal Employment Rights Ordinance with the affected tribe which details the type of work to be performed,
the location of the project, and applicable fees and costs to be paid to the tribe. The department also works closely
with tribal governments to assist with highway safety programs.

Railroad Infrastructure and Railroad Safety

Although the Department of Transportation has little jurisdiction over railroads, the department is required to
develop a state rail plan. The department receives relatively small amounts of federal funding (about $2.5 million per
year) for rail and highway safety projects, has administered $1.6 million in one-time state funds for rail quiet zone
projects, and receives $250,000 per year in locomotive fuel excise taxes to upgrade signals at highway rail crossings.
The department also administers a railroad loan program to assist with rail upgrades and enhancing rail infrastructure
to maintain or improve rail service. Since 1982, the department has provided over $37 million in loans and had
outstanding loans of nearly $15 million as of September 2014.

The committee received testimony from representatives of shortline railroads regarding infrastructure needs of the
shortline railroads operating in the state. Approximately 40 percent of the track miles in the state are operated by
shortline railroads that generally began operation in the 1980s when the large railroad companies were abandoning
tracks in rural areas. Representatives of the shortline railroads informed the committee the state railroad loan program
is an important tool for the shortline railroads to use to help finance the cost of track rehabilitation that is needed to
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serve rural agricultural areas of the state. Because much of the rail infrastructure operated by the shortline railroads is
quite old and in need of replacement, representatives of the shortline railroads advocated for increased funding by the
state to support the railroad loan program.

The committee also received testimony from a representative of the Burlington Northern Santa Fe (BNSF) Railway
regarding railroad infrastructure and railway safety issues. The committee was informed BNSF has invested $5 billion
in 2014 to improve its rail system. Approximately 20 percent of that total has been invested in the northern corridor
and about 10 percent of that portion is being invested in North Dakota. Despite backlogs of railcar orders for
agricultural producers, the representative of BNSF testified the company is attempting to improve service in the state
while also increasing movement of oil to relieve the pressure on the highway system. Although there have been a
number of derailments and rail accidents involving the transportation of oil, the representative of BNSF informed the
committee the company is improving the safety of tanker cars and slowing the speed of trains transporting oil.

The committee received a report from a representative of the Department of Emergency Services regarding
preparedness of the state and local emergency service providers to address incidents such as the trail derailment near
Casselton which resulted in the explosion and fire of railcars carrying oil. The report indicated the response to the
Casselton incident was well coordinated, but also a wake-up call for emergency responders.

The committee received a report regarding rail service in the Grand Forks region. As a result of the additional rall
traffic serving the oil-impacted areas, rail transportation through the northeastern part of the state also has increased.
The report indicated there is a need to examine further development of secondary rail lines in the region.

Air Transportation Infrastructure

The committee received a report from a representative of the State Aeronautics Commission regarding air
transportation in the state. The report indicated airline boardings increased an average of 14 percent per year from
2009 through 2012. However, enplanements at the airports in Minot, Williston, and Dickinson increased at a much
more dramatic rate--from about 100,000 enplanements in 2009 to nearly 300,000 in 2012. As a result of the growth in
air traffic, airport facilities are in need of improvement, including runway upgrades and terminal and parking lot
expansions. The representative of the Commission informed the committee the Commission would be developing a
state aviation system plan update to replace the last plan which was completed in 2008.

The committee received a report regarding the condition of the airport in Williston. Because of the increase in air
traffic in Williston, the city was exploring the feasibility of building a new airport at an estimated cost of over
$200 million. It was estimated the cost of expanding the current airport would be approximately $350 million. The
representative of the airport indicated the city would be seeking additional state funding as well as federal funding to
address the construction of the airport.

The committee also received a report regarding air traffic in the eastern portion of the state. The report indicated
that in addition to the significant increase in commercial passenger traffic, air cargo and corporate air traffic has
increased as a result of oil development in the western portion of the state. It was estimated the infrastructure needs
for the Grand Forks airport over the next decade will be in excess of $100 million.

Pipeline Infrastructure

The committee received a report from a member of the Public Service Commission regarding pipeline infrastructure
and regulation. Crude pipeline capacity in the state is projected to double between 2014 and 2016. The increases in
pipeline capacity are expected to relieve some of the truck and rail transport issues as oil and gas production is
projected to continue to grow.

Upper Great Plains Transportation Institute

The committee received several reports from representatives of the Upper Great Plains Transportation Institute
regarding the transportation infrastructure needs in the state. The institute's study of county, township, and tribal roads
and bridges infrastructure needs indicated there has been an 18 percent increase in the estimated cost of
improvements for work on paved roads since the last study conducted by the institute during the previous biennium.
The study projects paved road investment and maintenance costs during the next 20 years to be $2.59 billion, with
about 43 percent of the investment needed in the 17 oil- and gas- producing counties. With respect to unpaved roads,
the report concluded statewide infrastructure needs over the next 20 years will be $5.45 billion, about 54 percent of
which will be needed in the oil- and gas- producing counties. The total projected investment needed for paved and
unpaved roads over the next 20 years is $8.14 billion. The institute also estimated approximately $327 million in
bridge investment expenditures will be necessary over the next 20 years, with 77 percent of that cost for bridge
replacements. According to the study, the road investment and maintenance needs may be summarized as follows:
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Summary of All Road Investment and Maintenance Needs for

Counties and Townships in North Dakota (Amounts Shown in Millions)

Period Statewide QOil Patch Rest of State
2015-16 $983 $544 $440
2017-18 871 419 452
2019-20 833 457 376
2021-22 782 430 352
2023-24 680 345 335
2025-34 3,994 1,936 2,057
Total $8,142 $4,130 $4,011
Conclusion

The committee agreed with the findings and recommendations in the report of the Upper Great Plains
Transportation Institute and requests the Governor to consider the report's recommendations for funding in the budget
for the Department of Transportation for the 2015-17 biennium.

CHILD CARE SERVICES STUDY
Background

According to the United States Census Bureau, in approximately 78 percent of the families in North Dakota with
children under the age of 18 years, both the husband and wife are in the labor force. The 2013 Kids Count Factbook
produced by the Annie E. Casey Foundation reports in 2010 over 82 percent of mothers with children under the age of
17 years in this state are engaged in the labor force. The factbook also reports in 2011 there were an estimated
16,000 families in the state in which the family income was less than twice the federal poverty level, at least one parent
worked 50 or more weeks during the previous year, and there was at least one child under the age of 18 years in the
family.

North Dakota Law
Chapter 50-11.1 addresses early childhood services. Section 50-11.1-01 defines early childhood services as "the
care, supervision, education, or guidance of a child or children, which is provided in exchange for money, goods, or
other services." However, the following are excluded from the definition of early childhood services:

e Substitute parental child care provided pursuant to Chapter 50-11.
e Child care provided in any educational facility, whether public or private, in grade 1 or above.
e Child care provided in a kindergarten or a nonpublic elementary school.

e Child care, preschool, and prekindergarten services provided to children under six years of age in any
educational facility through a program approved by the Superintendent of Public Instruction.

e Child care provided in facilities operated in connection with a church, business, or organization where children
are cared for during periods of time not exceeding four continuous hours while the child's parent is attending
church services or is engaged in other activities, on the premises.

e Schools or classes for religious instruction conducted by religious orders during the summer months for not
more than two weeks, Sunday schools, weekly catechism, or other classes for religious instruction.

e Summer resident or day camps for children which serve no children under six years of age for more than two
weeks.

e Sporting events, practices for sporting events, or sporting or physical activities conducted under the supervision
of an adult.

e Head Start and early Head Start programs that are federally funded and meet federal Head Start performance
standards.

e Child care provided in a medical facility by medical personnel to children who are ill.

Section 50-11.1-06 allows an in-home provider to apply for a voluntary annual registration document from the
Department of Human Services. An in-home provider is defined under Section 50-11.1-01 as "any person who
provides early childhood services to children in the children's home."

Except for onsite child care services for fewer than 10 children per location and which are located in the actual
building in which the child's parent is employed, a person may not operate a family child care, group child care,
preschool, school-age child care, or child care center unless licensed by the Department of Human Services. A family
child care is defined as "a private residence licensed to provide early childhood services for no more than seven
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children at any one time, except that the term includes a residence licensed to provide early childhood services to two
additional school-age children." A group child care is defined as "a child care program licensed to provide early
childhood services for thirty or fewer children." A preschool is "a program licensed to offer early childhood services,
which follows a preschool curriculum and course of study designed primarily to enhance the educational development
of the children enrolled and which serves no child for more than three hours per day." A school-age child care
program is "a child care program licensed to provide early childhood services on a regular basis for nineteen or more
children aged five years through eleven years." A child care center is "an early childhood program licensed to provide
early childhood services to nineteen or more children."

To obtain a license to operate an early childhood program, an applicant must submit an application and a license
fee to the Department of Human Services. In addition, Section 50-11.1-04 requires the department or an authorized
agent of the department to investigate the applicant's activities and proposed standards of care and the applicant's
premises. The applicant for a license and the staff members, and, if the application is for a program that will be
located in a private residence, every individual living in that residence must be investigated in accordance with the
rules adopted by the department to determine whether any of them has a criminal record or has had a finding of
services required for child abuse or neglect filed against them. Section 50-11.1-06.2 requires upon a determination by
the department that a criminal history record check is appropriate, a provider holding or an applicant for early
childhood services licensure, self-declaration, or in-home provider, as well as new staff members of early childhood
services programs and new household members of a residence out of which early childhood services are provided,
must obtain two sets of the individual's fingerprints from a law enforcement agency or other local agency authorized to
take fingerprints. The individual is required to request the agency to submit the fingerprints and a completed
fingerprint card for each set to the Division of Children and Family Services of the Department of Human Services or to
the department's authorized agent. If the division has no record of a determination of services required for child abuse
or neglect, the division is required to submit the fingerprints to the Bureau of Criminal Investigation to determine if there
is any criminal history record information regarding the applicant, household members, or staff members. The results
of the investigations must be forwarded to the division or to the department's authorized agent.

In addition to the licensed early childhood programs, Chapter 50-11.1 provides for a voluntary self-declaration for
documentation of an individual providing early childhood services in a private residence for up to three children below
the age of 24 months or for no more than five children through the age of 11 years. An individual may apply to the
Department of Human Services for a self-declaration, and the department is responsible for determining if the
individual meets the standards determined by rule by the department for a self-declaration.

Section 50-11.1-07 authorizes the Department of Human Services to investigate and inspect an early childhood
program, or a holder of a self-declaration or registration document and the conditions of their premises, the
qualifications of a provider of early childhood services, of current and prospective staff members, of any in-home
provider or applicant seeking or holding a license, self-declaration, or registration document. In addition, Chapter
50-11.1 provides procedures under which the department may issue correction orders, fiscal sanctions, or suspension
or revocation of a license, self-declaration, or registration document.

Section 50-11.1-08 authorizes the Department of Human Services to adopt reasonable minimum standards for
early childhood programs and adopt rules for the regulation of early childhood services.

Section 50-11.1-14 authorizes the Department of Human Services to establish a statewide system to build
systematic early childhood workforce voluntary training which may include distance learning formats, a professional
registry, certificates, and specializations. Section 50-11.1-14.1 also addresses early childhood care and education
workforce issues. Under that section, the department is required to provide voluntary, progressive training
opportunities leading to credentials, provide supports for the early childhood care and education workforce, and
implement a registry to track workforce participation. In addition, that section requires the department to implement a
voluntary quality improvement process for licensed early childhood facilities. The department is authorized to provide
a quality incentive payment and a higher reimbursement rate for child care assistance program payments to a
participating early childhood facility, provide technical assistance and support to an early childhood facility that applies
for quality improvement, and provide financial incentives to an early childhood facility that sustains and increases
program quality. The department may contract with a private, nonprofit agency to provide the technical assistance.

In 2011 the Legislative Assembly adopted Senate Bill No. 2298 (codified as Section 50-11.1-18) which authorized
the Department of Human Services to establish, in collaboration with the Department of Commerce, an early childhood
services inclusion grant program for licensed early childhood services providers that provide care for children with
disabilities or developmental delays. The bill also authorized the department to fund early childhood services
specialists to make available technical assistance to early childhood services providers that care for children with
special needs or developmental delays. The bill appropriated $50,000 to the Department of Human Services for the
purpose of funding the early childhood services inclusion support services. The Legislative Assembly also
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appropriated $3.1 million in Senate Bill No. 2057 (2011) to the Department of Human Services for the purpose of
providing grants to child care service providers for workforce development, quality improvement, technical assistance,
and capacity building. Senate Bill No. 2298 (2011) provided the total amount of grants awarded under that bill which
were funded by the Department of Commerce grant line item may not exceed 50 percent of the funds available under
the Department of Commerce's grants for the early childhood facilities program.

Chapter 50-33 provides for a child care assistance program. Under that chapter, the Department of Human
Services is responsible for paying child care costs required as a result of participation in allowable activities by the
eligible caretaker in a temporary assistance for needy families household or diversion assistance household. Subject
to the availability of funding, the department is authorized to expand child care assistance to include an eligible
caretaker who is attending a postsecondary education program in pursuit of a one-year, two-year, or four-year degree
or certificate. The chapter provides application requirements and requires the department to adopt rules for
administration of the program.

2013 Legislation
In 2013 the Legislative Assembly considered several bills relating to early childhood services.

House Bill No. 1422 made changes to the licensed child care requirements, including increasing the maximum
number of children in a group child care from 18 to 30, providing that if a child care facility has sufficient indoor
recreation space then outdoor play space is not required, and codifying staffing requirements for a child care center.
The bill provided the maximum group size of children in a child care center:

1. For children less than eighteen months of age, the maximum group size is ten children;

For children eighteen months of age to thirty-six months of age, the maximum group size is fifteen children;
For children three years of age to four years of age, the maximum group size is twenty children;

For children four years of age to five years of age, the maximum group size is twenty five children;

For children five years of age to six years of age, the maximum group size is thirty children; and
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For children six years of age to twelve years of age, the maximum group size is forty children.

The provision of House Bill No. 1422, which established maximum group size for child care centers, excluded any
child care center operator who has maintained a license since before January 1, 1999. The bill also provided the
maximum group size requirements are effective until the date administrative rules containing those requirements take
effect.

House Bill No. 1110 increased from 15 to 30 the number of days within which the Department of Human Services
must make a decision on whether an applicant is eligible for child care assistance.

Senate Bill No. 2085 revised the definition of "family child care" to remove the limits on when family child care
providers can care for school-age children, added a definition of "school-age children," updated the regulations on
smoking on premises where early childhood services are provided, and removed the expiration date for the Early
Childhood Services Advisory Board.

Senate Bill No. 2244 which, as introduced, would have appropriated funds for early childhood services specialists
and grants to early childhood services providers, provided for a Legislative Management study of child care services.
The bill was not prioritized for study.

Senate Concurrent Resolution No. 4019 directed a study of early childhood services. The resolution was not
prioritized for study.

House Bill No. 1317, which failed to pass, would have established a student loan paydown program for early
childhood education and care providers.

In addition to those bills, several bills included funding for programs related to child care services. The funding
included:

e $24,507,404 to the Department of Human Services for child care assistance programs, including $20,898,665
for grant assistance payments; $2,500,000 from the general fund contingent upon the amount of funding needed
for the expansion of the child care assistance program, of which up to $1,000,000 may be used for grants for
workforce development pursuant to Section 50-11.1-14.1; $897,336 for payments to temporary assistance for
needy families; and $211,403 for state liaison to collaborate with Head Start programs.
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e $8,140,480 for workforce development and training, including $4,100,000 to the Department of Human Services
for grants to child care providers for workforce development pursuant to Section 50-11.1-14.1; $2,717,399 to the
Department of Human Services for quality assurance technical assistance; $773,081 to the Department of
Human Services for licensing; $400,000 to the Department of Human Services for grants to child care providers
serving those with disabilities pursuant to Section 50-11.1-18; and $150,000 to the Department of Public
Instruction for continuing education grants for preschool teachers.

e $3,225,000 for child care facilities, including $2,600,000 to the Department of Commerce for child care facility
grants; $500,000 from the Development Fund for early childhood facility financing; $125,000 from the general
fund to the Department of Public Instruction for grants to schools for safety compliant space; expansion of the
beginning entrepreneur loan guarantee program to include child care facilities--the amount of loan guarantees is
unknown; and financing assistance for child care facilities through the partnership in assisting community
expansion--the amount of assistance is unknown.

e $200,000 for an early childhood care and education study to the Department of Public Instruction.

Testimony and Committee Considerations

Child Care Aware of North Dakota

The committee received reports from representatives of Child Care Aware of North Dakota, a service provided by
the Lakes & Prairies Community Action Partnership, Inc., in the eastern portion of the state and Lutheran Social
Services in the western portion of the state. The purpose of Child Care Aware, which receives funding from the
Department of Human Services and provides services to the department, is to help families find child care, assist early
childhood providers with developing skills and knowledge, and help assess the child care needs of the state and
communities in the state.

According to the 2013 child care trend data report compiled by Child Care Aware, child care supply in the state
declined from 41 percent of demand in 2011 to 34 percent in 2013. By 2014, the child care supply increased to
37 percent of demand. In 2013, 10 counties had child care supply that met less than 10 percent of the demand.
Between 2009 and 2013, the number of licensed family child cares in the state decreased from 357 to 309, but
increased in 2014 to 361; between 2009 and 2013, the number of licensed group child cares decreased from 863 to
816, but increased to 830 in 2014; between 2009 and 2013, the number of licensed school age programs was steady
at 49, and increased to 53 in 2014; and between 2009 and 2013, the number of licensed child care centers increased
from 132 to 162, but decreased in 2014 to 157. From 2009 to 2013, the total capacity of licensed child care statewide
decreased from 32,393 to 30,888, while the number of children potentially needing child care increased from 80,460 to
89,900. In 2014, the total licensed capacity was 32,763 and the number of children potentially needing child care was
87,854. Child Care Aware estimates the number of children potentially needing child care to grow by 19 percent from
2013 to 2025.

According to Child Care Aware reports, child care average wages are among the lowest in comparison to other job
sectors in North Dakota, with 96 percent of all workers in the state having an hourly wage higher than child care
workers. Between 2006 and 2013, the average wage for child care workers increased less than 4 percent. In 2013,
4,821 individuals were employed in the child care industry. It is expected another 2,702 more employees will be
needed in the child care industry by 2015 and an additional 1,302 employees will be needed by 2025.

Child Care Aware reported the average annual cost of child care for a child up to 17 months of age increased from
$6,676 to $6,822 in family and group child care and decreased from $8,318 to $8,211 in a child care center between
2013 and 2014; the average annual cost of child care for a child 18 to 35 months increased from $6,515 to $6,653 in a
family and group child care and decreased from $8,013 to $7,915 in a child care center; and the average annual cost
of child care for a child ages 3 to 5 years increased from $6,383 to $6,534 in a family and group child care and
increased from $7,373 to $7,507 in a child care center.

A representative of Child Care Aware provided the committee with information indicating every dollar invested in
early childhood education produces a 7 to 10 percent return. Because 90 percent of a child's brain development
occurs before the child enters kindergarten, representatives of Child Care Aware and the Department of Human
Services provided the committee with information regarding the Bright and Early program. The Bright and Early
program began in the state as a pilot program in Cass County and was implemented statewide in 2014. Under the
program, incentives are provided to child care providers to progress through ratings steps to help providers increase
quality of care. In addition to the $1 million the 2013 Legislative Assembly provided to the Department of Human
Services for incentives, the department has used other funds to expand the program and allow movement to the first
two steps of the four-step program.
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Department of Human Services

In addition to reporting on the Bright and Early program implementation and expansion, representatives of the
Department of Human Services reported to the committee regarding expansion of the eligibility of the child care
assistance program and regulation and licensing of child care providers.

The 2013 Legislative Assembly provided an additional contingent appropriation of $2.5 million during the 2013-15
biennium to supplement federal funds available for the child care assistance program to expand eligibility from families
at 50 percent of the median income of the state to families at up to 85 percent of the median income. There was
discussion regarding the purpose of the change in the eligibility requirements. Representatives of the department
testified the primary purpose was to bring more children into child care with the added benefit of possibly increasing
wages for child care workers. A representative of Child Care Aware suggested the increase in eligibility was largely
intended to allow providers to raise child care rates, which would provide additional funds to increase worker wages.
However, it was suggested the change in eligibility has not resulted in increased salaries.

Representatives of the department reported the entire contingent appropriation would be spent before the end of
the biennium. Projections provided by representatives of the department indicated the child care assistance program
may be approximately $700,000 short by the end of the biennium.

Representatives of the department provided the committee with information regarding the licensing of child care
providers. The department, in collaboration with Child Care Aware and the Department of Commerce, produced a
video and other materials intended to promote child care as a business and to help potential child care providers learn
how to start a child care business. In addition, the department has worked with Child Care Aware to offer free training,
consultation, and financial incentives for home child care providers and child care centers.

In response to concerns expressed by members of the committee, representatives of the department explained that
many of the regulatory requirements often cited as impediments to licensing of child care providers are related to
federal laws and local ordinances. The committee was informed inconsistency in local ordinances frequently causes
frustrations for providers. Local ordinances relating to the number of children allowed in a facility and the amount of
space required may be more stringent than state laws and rules. In addition, fire inspections are conducted locally and
the local jurisdictions may establish licensing and inspection fees. Concerns also were expressed with respect to
potential federal rules that may become effective, including the impact of additional background check and fingerprint
requirements for child care workers.

Department of Public Instruction

The committee received a report from a representative of the Department of Public Instruction regarding early
childhood education. The committee was informed the department had approved 51 school districts for providing
prekindergarten programs. Thirteen school districts have utilized Title | funds to support prekindergarten. The
department adopted prekindergarten standards in 2013 and provides professional development assistance to align
curriculum and assessment to the prekindergarten standards. The department is part of a 10-state consortium to
assess prekindergarten to help guide instruction and provide students and teachers tools to meet or exceed standards
across multiple domains of development.

Department of Commerce

The committee received a report from a representative of the Department of Commerce regarding child care grants
authorized under Senate Bill No. 2014 (2013). According to the report, representatives of the department worked with
Child Care Aware and the Department of Human Services to develop the grant guidelines. Senate Bill No. 2014
appropriated $2.6 million for the program, with the maximum grant award amount limited to $187,000 and a matching
funding requirement of one dollar for each three dollars of grant funds. By September 2013, the department had
obligated the entire amount available for grants. Priority was given to child care facilities proposing to increase infant
and toddler capacity and to applicants in communities in which child care demand was greatest in relation to capacity.

The department received 78 applications, requesting $4,952,346 in funding. Grants were awarded to
22 applicants, with an anticipated increase in child care capacity of 1,100.

Additional Reports

The committee received testimony from economic development officials regarding the need for child care
throughout the state as the economy of the state continues to grow. Concerns were expressed regarding the ability of
employers to attract employees due to the lack of child care services. Although there appears to be interest in
establishing onsite child care at various businesses, the committee was informed very little progress has been made in
that respect, in part due to space and potential liability issues. The committee also was informed by economic
development officials that attempts have been made to attract large-scale day care facilities in different cities, but
those efforts have not been successful.
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The committee received testimony from day care providers indicating day care centers have experienced difficulty
in attracting and retaining employees. Despite having long waiting lists of children in need of care, day care centers
have been limited in the ability to expand due to space needs and the cost of operating the businesses.

Conclusion
The committee makes no recommendation with respect to its study of child care.

REPORTS
Department of Commerce

The committee accepted the report of the Department of Commerce regarding the status of the program to
establish and administer an unmanned aircraft systems test site in cooperation with the University of North Dakota, the
Aeronautics Commission, the Adjutant General, and private parties appointed by the Governor as required by Section
54-60-28. Representatives of the Department of Commerce reported that on December 30, 2013, the state was
chosen as one of the first six unmanned aircraft systems test sites. According to the report, the state has invested
over $14 million through the Centers of Excellence and other programs to advance the unmanned aircraft systems
industry in the state. Through executive order, the Governor created the Northern Plains Unmanned Systems
Authority, which was funded through legislative appropriations. The Lieutenant Governor chairs the authority which
also consists of representatives from the University of North Dakota, North Dakota State University, the Aeronautics
Commission, the Department of Commerce, the Adjutant General, and the North Dakota Aviation Council. The
committee was informed the test site was the first of the six test sites to be activated. The primary purpose of the test
site is to gather information the Federal Aviation Administration will use in developing policies, procedures, and
standards to govern the use of unmanned aircraft systems.

In addition to the report from the Department of Commerce, the committee received reports from several
representatives of entities involved with unmanned aircraft system development in the Grand Forks area. The
committee received information regarding the Grand Sky Initiative and the development of an enhanced use lease
agreement with the Grand Forks Air Force Base to create a partnership with the Air Force and allow the use of
property on the Air Force Base for commercial development related to the unmanned aircraft system industry. The
committee also toured the facilities of the Grand Forks Air Force Base and received reports regarding the potential
uses of the base property.

Emergency Services Communication Coordinating Committee

The committee accepted a report from representatives of the Emergency Services Communications Coordinating
Committee regarding the use of the assessed communications services fee revenue as required by Section
57-40.6-12. The report indicated the number of 911 calls received through the emergency communications systems
increased by 32 percent during the last 2 years and since tracking of calls began in 2005, the volume of calls has
increased by 140 percent. However, since 2005, the revenue generated to support the system increased by only
30 percent and increased by 5 percent over the last 2 years. According to the report, 13 counties and 1 city increased
911 fees from $1 to the maximum fee allowed, $1.50. In an additional 9 counties, voters will vote whether to increase
the 911 fees in the 2014 general election.

The report indicated deployment of Next Generation 911 began in the spring of 2014. Next Generation 911 will
support newer forms of communication such as text messaging, video, photographs, and vehicle telematics. The
report stated evaluation of public safety answering points concluded the public safety answering points are largely in
compliance with the operating standards and guidelines and the fee revenue is being used in compliance with the
expenditure guidelines.

The report included recommendations to amend statutory provisions to address the transition to Next Generation
911 and to more clearly identify the scope of the emergency services communications system as a two-part system
implemented and maintained for the purposes of public safety. Although committee members generally agreed with
the recommendations contained in the report, the committee did not consider a bill draft to implement the
recommendations because the report was submitted to the committee at the last meeting of the interim.

Secretary of State
The committee accepted a report from the Secretary of State certifying that the information technology components
of the electronic filing system are ready for implementation before August 1, 2015, as required by Section 50 of 2013
House Bill No. 1136 and Section 42 of 2013 House Bill No. 1015.

Economic Development Foundation

The committee accepted a report from representatives of the North Dakota Economic Development Foundation
regarding progress made toward recommendations provided as part of the 2020 and Beyond Initiative as required by
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Section 36 of 2013 Senate Bill No. 2018. The report indicated North Dakota 2020 and Beyond was launched as a joint
initiative with the Governor, the Greater North Dakota Chamber, and the North Dakota Economic Development
Foundation as directed by the 2011 Legislative Assembly. According to the report, ongoing efforts of the initiative are
led by the North Dakota Economic Development Foundation. In 2013, the report stated the Economic Development
Foundation identified an area in each of the 2020 and Beyond recommendations that needed more focused efforts,
including people, with a focus on education to improve the state to the best in the nation in education of its citizens;
places, with a focus on technology to achieve the goal of building technology infrastructure to ensure the state is a
model for connectivity; and opportunities, with a focus on workforce development to meet the needs of the expanding
economy of the state. The foundation brought stakeholders together to explore opportunities in each of these areas
and to define recommendations to help achieve success.

Housing Finance Agency Inventory

The committee received reports from a representative of the Housing Finance Agency regarding government
programs providing residential and commercial development assistance as required by Section 2 of 2013 Senate Bill
No. 2339. A representative of the Housing Finance Agency reported that representatives of the agency worked with
representatives of the Department of Commerce, the Bank of North Dakota, the North Dakota League of Cities, the
Economic Development Association of North Dakota, the United States Department of Agriculture Rural Development
Agency, the United States Department of Housing and Urban Development, and the Small Business Administration to
compile the requested information for the inventory.

The report stated that local assistance programs generally include four basic types--rehabilitation, local match of
flex PACE funds, reduced price of land, and property tax reductions. According to the report, the state-funded housing
incentive fund, administered by the Housing Finance Agency, and the flex PACE program, administered by the Bank of
North Dakota, have been successful in incentivizing affordable housing production. In addition, the Housing Finance
Agency administers the construction loan guarantee program, the rural housing development loan program, the rehab
accessibility program, Helping Housing Across North Dakota, and the rural rehab loan program.

The report included within the inventory federal programs such as the low-income housing tax credit program, the
HOME investment partnerships program, and community development block grants. In addition, federal funds are
available through the low-income weatherization assistance program, rural rental housing direct and guaranteed loans,
and the housing preservation grant program.
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EDUCATION FUNDING COMMITTEE

The Education Funding Committee was assigned one study. Section 58 of 2013 House Bill No. 1013 directed a
study of state-level and local-level responsibility for the equitable and adequate funding of elementary and secondary
education in this state.

The Legislative Management also assigned to the committee the responsibility to receive reports regarding the
financial condition of schools, school district employee compensation, the status of the statewide longitudinal data
system plan, requests for and waivers of accreditation rules, requests for and waivers of statutory requirements
governing instructional time for high school courses, student scores on recent statewide tests of reading and
mathematics, and the development, delivery, and administration of comprehensive early childhood care and early
childhood education in this state.

Committee members were Senators Tim Flakoll (Chairman), Howard C. Anderson Jr., Joan Heckaman, Richard
Marcellais, Nicole Poolman, Donald Schaible and Representatives Mark A. Dosch, Jessica Haak, Patrick Hatlestad,
Bob Hunskor, Jerry Kelsh, Ben Koppelman, Lisa Meier, David Monson, Mike Nathe, Karen M. Rohr, David S. Rust,
Mark Sanford, and Margaret Wall. Representative John Wall served as a member of the committee until his death in
July 2014.

The committee submitted this report to the Legislative Management at the biennial meeting of the Legislative
Management in November 2014. The Legislative Management accepted the report for submission to the
64™ Legislative Assembly.

STATE-LEVEL AND LOCAL-LEVEL RESPONSIBILITY FOR THE EQUITABLE AND
ADEQUATE FUNDING OF ELEMENTARY AND SECONDARY EDUCATION
Background
Constitutional Requirements
Article VIII, Section 1, of the Constitution of North Dakota, provides:

A high degree of intelligence, patriotism, integrity and morality on the part of every voter in a government by the
people being necessary in order to insure the continuance of that government and the prosperity and happiness
of the people, the legislative assembly shall make provision for the establishment and maintenance of a system
of public schools which shall be open to all children of the state of North Dakota and free from sectarian control.
This legislative requirement shall be irrevocable without the consent of the United States and the people of
North Dakota.

Section 1 has been unchanged since its enactment in 1889.

Avrticle VIII, Section 2, of the Constitution of North Dakota, follows with the directive that:

The legislative assembly shall provide for a uniform system of free public schools throughout the state,
beginning with the primary and extending through all grades up to and including schools of higher education,
except that the legislative assembly may authorize tuition, fees and service charges to assist in the financing of
public schools of higher education.

Article VIII, Section 3, of the Constitution of North Dakota, requires that "instruction shall be given as far as
practicable in those branches of knowledge that tend to impress upon the mind the vital importance of truthfulness,
temperance, purity, public spirit, and respect for honest labor of every kind."

Article VIII, Section 4, of the Constitution of North Dakota, directs the Legislative Assembly to "take such other
steps as may be necessary to prevent illiteracy, secure a reasonable degree of uniformity in course of study, and to
promote industrial, scientific, and agricultural improvements."

History of Education Funding - The First Fifty Years

Since the 1930s, the Legislative Assembly has attempted to meet its constitutional directives by providing some
level of financial assistance to school districts. In the late 1950s, the Legislative Assembly initiated a foundation aid
program that was based on a uniform 21-mill county levy and a supplemental state appropriation to ensure that school
districts would receive 60 percent of the cost of education from nonlocal sources.

For several years, the foundation aid program remained essentially unchanged. However, federal and state courts

were beginning to address issues of spending levels for elementary and secondary education and whether those
levels should be dependent upon the wealth of the school district in which a student resides. The Legislative
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Assembly, in an attempt to preempt such issues in North Dakota, responded by amending the foundation aid program
in a way that evidenced a higher level of sophistication. Per student payments were more than doubled and weighting
factors that recognized four classes of high schools were made part of the education formula. By the latter years of
the 1970s, a new funding category encompassing seventh and eighth grade students had been created and fiscal
protections were instituted for school districts that experienced declining enrollment. In 1979 the Legislative Assembly
appropriated $208.4 million for the foundation aid program and added an additional $1 million to pay for free public
kindergartens.

The next major development affecting education finance occurred with the approval of Initiated Measure No. 6 at
the general election in November 1980. This measure imposed a 6.5 percent oil extraction tax and provided that
45 percent of the funds derived from the tax must be used to make possible state funding of elementary and
secondary education at the 70 percent level. To meet this goal, the 1981 Legislative Assembly allocated 60 percent of
the oil extraction tax revenues to the school aid program. Initiated Measure No. 6 also provided for a tax credit that
made the 21-mill county levy inapplicable to all but the owners of extremely high-value properties. The Legislative
Assembly eliminated the 21-mill county levy and increased state aid to compensate for the revenues that would
otherwise have been derived from the levy.

Discussions continued on issues of funding inequities among school districts. Districts spending similar amounts
per student and having similarly assessed valuations were not levying similar amounts in property taxes to raise the
local portion of education dollars. It was alleged that the system encouraged some districts to levy much smaller
amounts than their spending levels and assessed valuations would seem to justify. Both the Legislative Assembly and
legislative interim committees continued to evaluate the impact of weighting factors, considered the effects of
increasing the mill levy equalization factor, and explored the excess mill levy grant concept. While individuals and
organizations articulated the need to alter the state's education funding system, little agreement was reached beyond
recommending increases in the level of per student aid.

Litigation

In 1989 several school districts and parents joined in suing the state, for the purpose of having North Dakota's
system of public school financing declared unconstitutional. The complaint in Bismarck Public School District No. 1 v.
State of North Dakota charged that disparities in revenue among the school districts had caused corresponding
disparities in educational uniformity and opportunity and that those disparities were directly and unconstitutionally
based upon property wealth. Four years later, a district court declared the state's system of education financing to be
in violation of Article VIII, Sections 1 and 2, and Article |, Sections 21 and 22, of the Constitution of North Dakota. The
decision was appealed and in January 1994, by a one vote margin, the North Dakota Supreme Court did not uphold
the lower court's ruling. The Supreme Court indicated areas that were in need of legislative attention but, unlike courts
in other states, it did not mandate specific legislative action.

Within a decade after the court decision, the Legislative Assembly's commitment to education funding had
exceeded $665 million. In 2003 the state was providing educational services to 99,174 public school students--
50 percent of whom were being educated in the state's eight largest school districts. The remaining students were
distributed across 205 other districts. Best estimates indicated that by 2013, the number of enrolled students could fall
below 90,000. Against a backdrop of declining student numbers, rising expectations for services, and a belief that the
available resources were both insufficient and inequitably distributed, another lawsuit was brought against the state by
the school districts of Williston, Devils Lake, Grafton, Hatton, Larimore, Surrey, Thompson, United, and Valley City.

Williston Public School District No. 1 v. State of North Dakota did not go to trial. Instead, the plaintiffs and the
defendants entered a settlement agreement in which it was stated that:

[Ilt is desirable and beneficial for them and for the citizens of the State of North Dakota to stay this Act and
provide the North Dakota Legislative Assembly the opportunity to settle, compromise, and resolve this Action in
the manner and on the terms and conditions set forth in this Agreement. The terms and conditions required that
the Governor, by executive order, create the North Dakota Commission on Education Improvement and submit
to the Legislative Assembly in 2007 an executive budget that includes at least $60 million more in funding for
elementary and secondary education than the amount appropriated by the Legislative Assembly in 2005.

North Dakota Commission on Education Improvement
The North Dakota Commission on Education Improvement, as initially configured, consisted of the Lieutenant
Governor--in his capacity as the Governor's designee, the Superintendent of Public Instruction, four members of the
Legislative Assembly, four school district administrators, and three nonvoting members representing education interest
groups. The commission was instructed to recommend ways in which the state's system of delivering and financing
public elementary and secondary education could be improved and, within that charge, to specifically address the
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adequacy of education, the equitable distribution of funding, and the allocation of funding. The commission's
recommendations became the basis for a new funding formula embodied in 2007 Senate Bill No. 2200.

Education Finance - 2007 Legislative Session

2007 Senate Bill No. 2200 consolidated education funding that had been previously assigned to a variety of funding
categories and established new weighting factors that reflected the added costs of providing education to certain
categories of students and the added costs of providing various statutorily mandated services. The new formula also
factored in the variable cost of providing services and programs in small, medium, and large school districts.

To ensure a relatively consequence-free transition to the new formula, provisions were inserted to require a
minimum percentage growth in the per student payment and to cap a potential windfall in a district's per student
payment. The mill levy equalization factor was repealed, as were supplemental payments. In their stead, the new
formula required equity payments, which accounted for deficiencies in a district's imputed taxable valuation, and
special provisions that accommodated districts with abnormally low taxable valuations. The formula also included a
reduction for districts that levied fewer than 150 mills during the first year of the biennium and fewer than 155 mills
during the second year of the biennium.

Special education payments were increased, and the state committed to pay any amount over 4.5 percent of the
averag