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2003 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1241
House Education Commuttee
Q Conference Cominittee
Hearing Date February 4, 2003
Tape Number Side A Side B Meter #
1 X 00-end
1 X 00-2096
H— .
Committee Clerk Signature

Minutes: Chairman Kelsch opened HB 1241. There are two separate issues in this bill, The
Legislators come forward and testify so that they can go back to their committee meetings. Then
we will break it out so that we have discussion based on the University System and the k-12.
Rep Wes Belter, District 22,
This is mush more complex then it appears. The issue at hand here is that in both k-12 and higher
Ed, we need to come to some type of agreement so we do not have competition between our tax
supported institutions and private enterprises, Yet we also have to keep in mind that there are
some instances where private enterprises is not going to fulfill all needs. What you will
ultimately find is that common sense of those who are involved in the food service is what is
needed. The Legislature lay out some parameters, saying to private sector that we want you to
participate and provide those services that you can provide. And have legislation that allows the
state supported food services to provide those services that can not be provided by the private

syster.  We have two issues here, they both face the same problem. If there is anything I ¢an

assist the committee with, please ask.
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House Education Committee
Bill/Resolution Number HB1241
Hearing Date Febiuary 4, 2003

(300) Rep. Carlson, District 41, South Fargo

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

t .cause John called me up and said 1 am loosing all my business, that I have built up over the
past 9 years, to the Fargo Public School. What can we do about it, So we got an Attorney
General’s opinion done and John will give you the history on that, The Fargo Public school
stopped competing with the Oven Door in respects to serving meals to day cares. They used some
office of the Federal Nutrition Act for Children. What they did was take away 60% of his
business by underbidding all of his prices. that would be easy to do because you are buying
commodities and you have subsidized equipment, electricity, and etc. But it hasn’t been with out
threat along the way, Fargo Public is sending out letters requesting another opportunity to bid.

I told the Fargo Public School at a board nieeting that this isn’t a threat or a policy, we will
develop legislation to protect private business.

Rep. Eckre, District 25, See Attached Testimony with amendments.

I hope that flexibility doesn’t mean that we put private businesses out of business, We don’t
want the colleges to do reunions, weddings that can be done at other places. These are state
buildings with state subsidies. Colleges do have a function, to teach., There has to be a fine line
here somewhere. Please read the enclosed letter.

Rep. Hunskor MSU Bottineau, thev have an independent private contractor called the Marriott,
which is the only full-service catering business in Bottineau, There is nowhere else to hold it,
where would they go?

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

Rep. Hunskor Is there a gray area here?
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777 Carlson: I don't know what the rationale was, but if I were to speculate, it was because it is less
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House Education Committee ;

Bill/Resolution Number HB1241 5
!
{

~~  Hearing Date February 4, 2003

Eckre: It comes down to common sense, I don’t know if you can legislate common sense, There
is always going to be gray area,

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

Eckre: I didn't want to spell it out, I just wanted to try to put something together to start on this.
(1000-1900) John Carlson, Oven Door Catering Business, See Attached Testimony

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

Carlson: VIP Catering, Grainery, 1 don’t know all of them. |
Rep. Sitte Senior Citizen Center’s Meal on Wheels, by NDSU, do you know of any other?
Carlson; No I do not. No one will bid on the Meals on Wheels program.

Rep. Meler What was the Fargo School’s reason for not serving day care with less than 25 kids.

possible to make a profit to deliver the meal I received a call for the business manager at the
Fargo School wanting me to do just that, they take the larger, and I the smaller. I did not agree.
Rep. Herbel This would not affect Dickinson, Valley City, Jamestown, Mayville, and smaller
communities like that, correct? Carlson: I don’t believe it would.

Suzie White, I have been in the hospitality business for over 30 years.

What used to be a great state for a for-profit state. Today I have brought a bag of shoes’ soles are
thin from the many hours of hard work in this industry, I want you to take off your shoes today
and walk in mine before you make a decision on this bill. I want you to really listen and be come
aware what is happening to for-profit business persons in ND. And I'm not just talking about the
hospitality industry either. Any one in our industry knows that your heart hac to be in service to

people in order to stuy afloat. And over tho years, for-profits of industry, motel lounges have
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House Education Committee
Bill/Resolution Nurnber HB1241
Hearing Date February 4, 2003

R N

decreased dramatically. I would love to blame the influx of big out-of-state chains, but that is

small comparison to the nonprofit state and federal subsidized organizations that are serving
against us and are allowed to compete illegally and legally.

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

allowed are allowed to operate as a charitable gaminy site, Keeping 50% of the profits to off set

their expenses, And to pay for their labor that is not volunteer, and for remodeling and utility |
costs, The senior centers around the state that are now catering and they are leasing rental space ;
and serving thousands of meals which by law are to be served from a local restaurant when ‘
possible before building or funding centers, As not to jeopardize for-profit business. The rents

that they collect are called donations, when I collect rent I have to pay tax on i, g

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

poisoning and are not forced to follow state health food codes, and do not pay axes on their
labor. And now for the past several years, schools and higher Ed have become competitive to the
point of embarrassment. If you want to have food catered or to book convention, meeting room,
wedding or family reunion. Call a college club or school, a for-profit business does not stand a
chance in competing, University of Mary's high tech meeting rooms will make the best
convention center in Bismarck look meager. I could bore you with stories ahout Universities
competing. And I mean competing for what we go into business for to serve and caier food, not
to educate people. I'm starting to wonder if they know what there mission is.

Rep. Mueller Are you suggesting we go beyond cducational institutions and address that?
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House Education Committee
Bill/Resolution Number HB1241
Hearing Date February 4, 2003

White: [ was just trying to let you know that this is just another freighting area for us. We have
talked many times and how to address thess issues, what is fair, But whcn nonprofit
organizations are out competing and selling themselves and advertising to take away our
business. I find that to be difficalt to compete with,

Patty Lewis, Hospitality Association

This is a huge issue for us this session, for the reasons that already have been addressed by
previous speakers, I would like to share with you one other story, one of our board members in
Minot shared with us that Minot State Universit; advertises their huge, new banquet rooms rates
against the Holiday Inn, That is just another example of how this is encompassing us and how

we have to compete,

Rep. Hanson In Minot do they lease out their facilities or do they allow a catering service to
come in? Lewis: It is my understanding they are doing the whole thing,

Chairman Kelsch are they actually providing the food as well Lewis: Yes

Rep Gross, District 42, NW Grand Forks, Se2 Attached Testimony

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

private enterptise.

Gross: ] believe we are in competition sometimes. If you take the state track meet for example: it
is going to be held at the Memorial Stadium, in Grand Forks and the is University property and
the concession stand that are used for our own functions are used for that. It is irapossible for us
to allow another vendor to use the facility. It would be just like the local hardware store, had

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

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

Chairman Kelsch That was the concerti that I had, I have been to state events at UND campus, 1
think that you arc right if you have to make all the calls first, that is a strain,

Rep. Herbel Obviously these people have concerns, and we need to come up some kind of an
instrument that will protect those people and allow them to operate within the university or
public schools to satisfy the conditions that they can have their concession stands and operations
directed towards student activities. How would you see us amending it so activities off campus or

school ground to satisfy that conditions,

Gross: 1 don’t See any possible way, What you are trying to do is legislate common sense. We
have talked a lot about concessions, but there are a lot of other food setvice operations.
P Rep. Sitte how about any event sanctioning by NDHSAA, or some kind of rulemaking. You get
e together and come back with some amendments that will work.
Rep. Mueller In your mind is there a maximum dollar amount that would fit in this scenatio.
fross: I don't believe so, the Meals on Wheels numbers are very large, because it is daily.
Rep. Mueller having lunch with my son or daughter, could that be controlled by a $ amount.
Chairman Kelsch You could go <at at a private institution directly on campus,
Gross that is correct
Rep. Sitte Advertising to host events, does UND advertise
Gross: UND doesn’t advertise to get business in, We did do the meals on wheel years ago.
However we do need to market our institutional programs on school property to our students.

Orlin Rossas, Director of Dining Services at the UND.
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Bill/Resolution Number HB1241

Hearing Date February 4, 2003
We are required to be self-sustaining. They are requir d to cover all of their labor, food costs,

equipment and plant improvement. Often if any surplus is left over, these moneys go back to the
institution to upgrade or maintain the facilities of that institution. If these dollars are not
generated, the institutions have to look to other places to find these dollars. the food service of
UND doesn’t solicit business from non campus sources. But there are situations when we do
provide service to nonaffiliated groups, such as concessions: local regiona! and state athletic
events and the powwows. many of the attendees to these events are potential students to UND.
And UND uses these events to recruit, Showcase the food service department si also crucial to
the rectuitment process. Occasionally we have been asked to provide food service to community
groups. Let me stress again that we did not actively solicit this type of business. We have been
approached by the community after they have exhausted all other resources to find a source to
assist them, We feel that this is a vital relationship beiween the university and the community.
Rep. Haas What is the structural setup at UND, Is it contracted by a vendor?

Rossas: No it is not, we are self-operated by state employees, generating our own revenues.
Rep. Williams Have you seen the amendments?

Rossas: yes?

Chairmsan Kelsch Did you do the food service for the grand opening of the Englestad arena
Rossas: No that is either operated by the corporation or contracted out to a local business,
Prakash Mathew, Dean of Student Life at NDSU, See Attached Testimony

Rep. Herbel You indicated that you do the Senior's Meals on Wheels Program?Mathew: yes
Rep. Horbel Do you have other people that bid for that?

Mathew: To the best of my knowledge, for the past 31 years ro one has placed a bid for that,
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Rep. Herbel Your catering service would be udversely affected by loosing that 500K, but at the
same time you do have an advantage in your bidding, you don’t have to pay for heat and lights, or l
do you pay extra for that |
Mathew: we pay for all the expenses, we are self-supporting, The employees specifically hired ,E
to do that program 3 1/2 employees for that program.

Rep. Sitte Do you have to pay salcs tax?
Mathew: When the director of the Memorial union got married she wanted to use the union, so

e e et s

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

flip tape
Mathew: We do not go out and solicit.

EORRIOT

Rep. Hanton Do you pay rent for your facility?
Mathew: The dining services pay rent to the Memorial Union.
Brain Arett, Executive Director of Fargo Senior Commission, Inc., See Attached Te.timony

Dr, John Richman, Vice President for Instruction at NDSCS, See Attached Testimony

Rep. Jon Nelson Do you advertise? i

Richmond: We don’t have an advertising program, we do have brochures on the tables at the
university encouraging students to use the facility and the prices. We don’t advertise for business
outside of the College. The relationships that we have with our downtown business is very

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

and no other facility can handle it.

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

Richmond: If the group coming in is a sponsored activity,,
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House Education Committee

Bill/Resolution Number HB1241 é
,/'\\ Hearing Date February 4, 2003 }

Booster club is using a local caterer, we: are working on a relationship, they could spend less

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

Rep. Herbel How many times do you get complaints from the downiown business, |
(1300) Richmond: only one, the .. sdding from last year.

(1416) Kathy Grafgaard, Director of Child Nutrition and Food Distribution Programs,

Department of Public Instruction, See Attached Testimony

(1715) Dixie Schultz, Food Service Director fro Mandan Public Schools and Legislative

Chalr for the ND School Food Service Association, See Attached Testimony

(2114) closed hearing

',q Afternoon the same day committee work:
Discussion on the hearing.

Rep. Haas inoved to accept the amendments, Rep. Hlawken second the motion

tape 2 i

Passes with a voice vote |

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

! Vote 11-2-1, Rep. Haas to carry the bill.
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30384.0202 Prepared by the Legislative Council staff for |

Title.0300 Representative Eckre K2/ C{/ &
January 29, 2003

we
?
BOUSE  AMENDMENTS TO HOUSE BILL NO, 1241 EDU  2-05-03 i

Page 1, replace lines 7 through 9 with:
“Institutins of higher education - Catering svents - Conditions.

1. Aninstitution of higher education under the control of the state board may
not cater an event, either on the campus or off the campus, if doing so
would compete with for-profit or not-for-profit entities that are located within :
the same clty as the institution and which are able and willing to offer the |
necessary services. Before accepting a contract to cater an event, a
representative of the institution shall contact the appropriate entities to
determine their ability and willingness to provide the service.

2. Notwithstanding the provisions of subsection 1, an institution of higher
education may cater an event elther on the campus or off the campus
provided the event Is:

a. For persons who belong to an organization affiliated with the
institution;

b. For persons who are enrolled in the institution;

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

e

d. For persons who are guests of the institution; or
0. Held by or under the auspices of the institution.”
Renumber accordingly |

Page No. 1 30384.0202
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f Roll Call Vote #: 5
| | 2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.
House HOUSE EDUCATION / 5 "// Committee

D Check here for Conference Committee
Lzgislative Council Amendment Number W ;

Action Taken

Motion Made By M@A Seconded By M W

Representatives Representatives |
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House HOUSE EDUCATION Committee
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Legislative Council Amendment Number 0/} Wdﬂd
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REPORT OF STANDING COMMITTEE (410) Module No: HR-22-1708
February 8, 2003 12:28 p.m. Carrier: Hans
Insert L.C: 30384.0202  Title: .0300 !

;,%

( N REPORT OF STANDING COMMITTEE
| HB 1241: Education Committes (Rep. R. Kelsch, Chalrman) recommends AMENDMENTS
‘: | A8 FOLLOWS and when so amended, recommends DO NOT PASS (11 YEAS,
51 NAY&,KL ABSENT AND NOT VOTING). HB 1241 was placed on the Sixth order on
e ca r.

Page 1, replace lines 7 through 9 with:
"Institutions of higher education - Catering events - Conditions.

1. Aninstitution omhor education under the control of the state board may
not cater an event, either on the campus or off the campus, if doing 8o
would compete with for-profit or not-for-profit entities that are located :
within the same city as institution and which are able and willing to |
offer the necessary services, Before a ng a contract to cater an f
event, a representative of the institution il contact the appropriate
entities to determine their abliity and willingness to provide the service.

? 2. Notwithstanding the provisions of subsection 1, an Institution of higher
| education may cater an event either on the campus or off the campus

e oaan

provided the event is:

a. m%ns who belong to an organization affillated with the ;;
| . b. For persons who are enrolled in the institution;
| W} c. For persons who are employed by or at the institution;

d. For persons who are guests of the institution; or
e. Held by or under the auspices ot the Institution."
Renumber accordingly
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Represantative Bruce Eckre
1300 North 7th Street
Wahpeton ND 58(75

January 22, 2003

Dear Raprementative Eckre,

We write rogarding Housa Bill # 1241. This biil, as ve understand
it, prohibite state institutions of higher learning from providing
meals and food services to persons or programs not affiliated with
the institution. No alloved competition with local food service
businessesy.

As Wahpeton business people ve believe direct competition with

North Dakota State Colleye of Science, or any college, is for both
the business district and the college unhealthy. Businesses create
local tax bases; are collage supporters through gifts, scholarships,
and atudent tuitione; and provide local venues for young scholars &o
hone classroom skills. A partnership for education and businass.
Not a compatition!

Business is in business to provide a high atandard of services and
products. How else can wve stay in businese? We pay vages, sales
taxes, property taxus, licensing fees, and purchase supplies. All
locally. This is good for the community, and, for the college.

With over 350% of Wahpeton's property held by noneproperty tax paying
institutions (NDSCS) and other organizations, the property owners
remaining, private and businesa, carry the tax load. Food services
providers are no less engaged.

Already, we're in a form of competition with NDSCS' student cafeteria
services. Wahpeton's food servicea industry viewed with jaundiced eye
NOSCS' recent venture into direct competition. With their facilities
paid for and kept up with tax dollars, how could they not expect a howl
from local food service providers from both sides of the Red River?

While it is true that NDSCS has dining room and kxitchen facilities
capable of hosting large events, we submit thelirs is not the only place
in town. Our Eagles Club has a fine facility and it is kept quite busy
and is NOT supported by tax dollars. Our “can do* datermination to
maet customer expectations consistently has proven a very successful
formula. We offar a great product, outstanding service, affordable
prices, and a well maintained and attractive facility. Healthy compe-
tition within the 1ocal food service industry !s the reason. We each
have found what vorks and have stayed with it. And, ve romain compe-
titive locally and regionally because we think of ourselves as the
"twin towna" more than just Wahpeton ND.

Special requc-ite are on occasion made €or a closed bar, non-smoking,
special prepartations, special decoratins, or set-ups to please the
palate, the eye or the breath of the customer. These take apecial
effort and we have risen to each occasion. But, it's our aforementioned
formula that continues to serve us. And, word of mouth in the food
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sexvice industry is our greatest ally.

State employees ought not be in direct competition to local businesses.
An exception im vhen private and state funded institutions of hi

her
learning compete. Businesses and golleges should have a lylblotgc
relationship and not one that claghes on the field of busineas
competition. Therwfore, the Wahpaton Eagles Club atrongly supports
House Bill # 124).

Respectfully yours,

Cliftford Barth
President, Wahpeton Baglas Cludb
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HB 1241 TESTIMONY OUTLINE

* Madam Chairssem. Honorable Representatives of the
House Education Committee. My name is John
Carison. My wife, Brenda and I own and operate the
Oven Door Catering Service in Fargo. I am pleased to
have the opportunity to testify today in favor of
HB 1241 passage.

* This bill is absolutely necessary to constrain
governmental agencies, such as school districts,
colleges, and universities to their intended mission:
E T UR H.

* Let me tell you a short story: In July of 1999, our
catering service was faced with the first of 3 attempts
by the Fargo Public School District to take away the
daycare children feeding business we had cultivated
ard built over the years. In concert with the ND
Department of Public Instruction (DPI), under the
auspices of a federal "Child Nutrition Program", Fargo
schools, unannounced, took away 60% of our
CONTRACTED daycare feeding business in two
months by undercutting our prices. We sold a hot
meal for $1.75 per child per day, they sold it for
$1.25 per child per day. They "cream skimmed" and
took only the largest daycare's (26 kids and over).

* How could they do this? They pay no property taxes
on their kitchen, and use federally subsidized
commodity foods. How could we ever compete?
They sold meals below our costs! Some daycare's
broke meals contracts with us and paid a penaity to
go to the school district's attractive pricing. If it
had not been for attrition, we woula have been forced

to lay off 2 or more employees.

‘ formation Systems for microfi
tlons of records delivered to Boaett Lo an National standarde.
ar course of business. The phot ft is due to the qua

Er 1f the filmed image above {s less legible than this Notice,

Date

e ‘-ﬁ*va‘

ming and
tnetitute
ty of the

Operator’s Signature



g-ﬁf{‘w RRCT oy
‘ B -2.

» We protested this unfair onslaught by Fargo Schools
—~ and an Attorney General's opinion was sought. In the
2 month interim awaiting the AG opinion, Fargo
Schools "Parked" the daycare's at a iocal Fargo
Hospital, who, coincidentally, fed the daycare's at the
same prices as Fargo Schools. In the corporate anti-
trust world, this action is called collusion.

« The ND Attorney General ruled in November 1999
that Fargo Schools was not structured properly to
legally feed private daycare's. But, the AG also ruled
that all it would take was an approved formal
agreement between the Fargo School Board and ND
DPI to do meal services. For political reasons,
apparently, an agreement with DPI did not get acted
upon. The hospital kept on feeding the daycare's and
proceeded to take away more of our daycare feeding

business.

 After the hospital completed the decimation of our
daycare business, they abruptly terminated daycare
meal service, effective March 1, 2001, with 30 days
notice. No regard as to who would continue the
feeding service was given. The financially distressed
hospital then soon thereafter sold out to another

Fargo hospital organization.

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

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

"t
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Oven Door, one-by-one, regained most of the daycare
~—~. feeding business that had been lost.

* In this nearly 3 year elapsed time, we had come full
circle and lost nearly $600,000 in TAXABLE sales
and $80,000 in TAXABLE profits, triggered by Fargo
Schools District's initial actions. We barely survived
and had to change our business focus to stay solvent.
How would any of you feel if this happened to your
business?

* It was not over! To add insuit, last year in April,
Fargo Schools publicly announced that they were
looking for other revenue sources outside of property
taxes and were going to become more |
"entrepreneurial". They publicly announced
intentions to cater meals to daycare's, and would
execute an agreement with ND DPI. We again
protested and this time, had a demonstration at the
Fargo School District offices on May 28th with 5
catering vans and 14 employees with picket signs
prior to a school board meeting. It drew much media
attention and the public favored our side. The school
district's daycare meals activity subsided again.

|
:
|
i
|
{
!
4
l
.

« T hope this chronology of events demonstrates to the
Education Committee members what education
bureaucrats can and will do if not reigned in by limits
of law. Their mission is to educate children and feed
them while at school - pure and simple. The Century
Code already outlines that charge in the "Powers of a
School Board" section. But, there are those who find
"work arounds" to frustrate the good intent of

previous legislation.
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In the face of declining enrollments, Fargo Schools
bullt a $4.3 million central kitchen that enables meal
capacities far beyond their needs. It appears to me
that Fargo Schools conspired with ND DPI to create
an unneeded "Child Nutrition Program" to force
daycare's with low-income "program children", and all
other kids in daycare's, into a federal meals program,
to generate more utilization of their large kitchen.

A "Child Nutrition Program" infers that children are
not getting adequate nutrition, which is a bad
situation that needs to be corrected. Inadequate
child nutrition at the daycare's was never the case
with the Oven Door food service. All of our daycare
meals meet or exceed federal and state child
nutrition standards with flying colors, and are in fact
approved by ND DPI.

The daycare providers have had enough of this run-
around. They found the food quality wasn't as good,
the customer service wasn't as good, and ultimately,
the food service was not dependable. Small daycare's
with less than 25 kids would have been left
completely without food service!

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

Am I angry? You betcha! We spent hundreds of
hours and thousands of dollar in attorney fees and
lost profits to battle school district and state
resources we helped create with our tax dollars.

This should never be!
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* I see no problem with schools, colleges, and

7~ universities catering meals on their campuses for

"Official" school or university functions, but to allow
them to compete with the livelihoods of those who
support them with tax dollars is repugnant. They
will not police themselves and will be belligerent and
do whatever they think they can get away with.

* This unfair competition must be stopped and a
message sent that schools must operate within the
intent of their charter: "EDUCATE OUR CHILDREN".
They must NOT compete with private, tax-paying
small businesses that support them. HB 1241
addresses smaller ND communities where there may
not be another private business alternative for
feeding daycare children, so their concerns should be

addressed.

.+ If you do not pass HB 1241, you absolutely will be

sending a message to all government agencies, school
districts and higher education that it is OK to
compete unfairly with the local community, job-
building, tax-paying small business person. Can you
live with that?

] HOPE NOT! PLEASE PASS HB 1241!
« THANK YOU!!

* I would entertain any questions the.committee might
have.
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TESTIMONY FOR

, HOUSE BILL 124}
| Presented by Rep. Mike Grosz, District 42

(S

The miorographic fmages on this f1im are sccurate reproductions of records delivered to Modern Informetion Systems for microfiim!

Thank you Chairman Kelsch, Members of the distinguished Education Committee, for the
record my name is Mike Grosz, representative for District 42, the northwest portion of the city of
Grand Forks. In my “real life” occupation, I am the accountant for the Food Service department at the
University of North Dakota.

I would like to speak in opposition to Section 1 of House Bill 1241, According to the highly
recognized Roundtable Report, the university system is provided flexibility with accountability, while
using resources both legally and responsibly. This bill, even with thc amendment, does not provide

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

~ UND, as that is what I am familiar. The state high school track meet is held at the Memorial Stadium

/n the UND campus periodically. Under the original bill, there would be no concessions provided.
Another example of a concern would be ifa parent brought their child to campus and wanted to eat
with their child in one of the dining centers in order to see the quality of food and service that is being
provided, that parent could not be served.

The amendment addresses these specific concerns, however it creates others, The last sentence
in subsection 1 reads, “Before accepting a contract to cater an event, a representative of the institution
shall contact the appropriate entities to determine their ability and willingness to provide the service.”
I am oox;cerned on what level of due diligence would I need to do in order to be in compliance. When
someonc wants to schedule a catered event through the UND Campus Catering unit, would I then have
to call every restaurant, catering service, and food provider in the region and ask them if they are able
to provide the service, if they arc willing to provide the service, and if they would provide the service?

_Would I then have to get back to the person that originally booked the event with me on what I found?
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Another concern I have with the amendment is in the first sentence of subsection 1. The

N phrase, “cither on the campus or off the campus,” will take away a lot of on-campus business, The

amount of infrastructure needed to provide such an operation to campus is great. You need
conventional ovens, dish machines, dishes, utensils, coolers, freezers, cooks, servers, and numerous
other fixed assets or costs. The food costs are the variable costs. In other words, in order to maximize
benefits and minimize costs of having a catering operation on-campus, the university has to be able to
fully utilize the services of that catering operation. 1f the university catering operation is limited to
serving only a few qualified university functions, those functions will carry a very large cost per
functior.

Madam Chairman, I am all for accountability. In fact, I weicome all of you to visit me at the
UND campus to see what kind of quality operation we are running. Unfortunately, if this bill passes,
we'll have to eat elscwhere. If certain institution are not being accountable and not utilizing resources

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

- passing laws that tie the hands of those that are responsible behind their backs.

1 urge you to continue the philosophy of flexibility with accountability, and amend Scction One
out of this bill,

The previous comments are only directed at Section One of this bill, Comparing Section One
and Two are like comparing apples to oranges, if you would forgive the food pun. Institutions of
higher education do not receive food subsidies; rather it negotiates a bid price with an area food
supplier, just like any other business, In NDSU and UND’s case, our prime vendor is FSA out of
Fargo. Also, we undergo an annual audit for any unrelated business income, such as income (or
losses) from the concessions for the state track meet, and provide a corporate income tax return for that
income (or loss).

Madam Chairman, I would be happy to answer any questions you may have.
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Testimony Before The
House Education Committee
February 4, 2003

Chairman Kelscl and members of the Committee, my name is Brian Arett, | am the
Executive Director of Fargo Senior Commlssion‘,A Inc. |am here to testify on House
Bill 1241. Fargo Senior Commission, Inc. is an agency that provides services to
senior citizens in a six county area in southeastern North Dakota. Services we
provide include Home Delivered Meals, Congregate Dining, Transportation, Health
Screening and Outreach Assistance. All of our services are designed to assist
senior citizens throughout the region in maintaining independence. In particular, we

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

Good nutrition Is central to our mission of service to the elderly. To assist with this
mission, we contract with fifteen restaurants throughout the region. In Fargo, we
contract with two restaurants and NDSU to provide meal service seven days a week
at seven locations. In addition, NDSU prepares the meals that we utilize for our

home delivered meals program.

The budget for our program in 2003 is $2.5 million. Revenues to support cur
sefvices come from a variety of sources including federal, state, county and city as
well as private donations. The private donations that we generate fund just over half

of our budget.

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

-



meal services. Based on our experience with the restaurants we are already
working with, we believe that this will cause our costs to go up by $50, 000 a year.
Any Increase in the cost of providing services will have a negative impact on our
ability to keep up with the growing demands of our aging population.

ST\ g

Because of this impact, | ask you to reject HB 1241 or amend it to allow non-profit
agencies like ours to continue to work with institutions of higher education and
school districts in serving the senlors of our state. It is important to note that our
contract for meal services in Fargo is bid out annually. In the 31 year history of our
program there have been only two competing bids. Both of them came from non
profit organizations based in Minnesota.

~ | appreciate the opportunity to address this legistation with your committee and
would be happy to respond to any questions you might have.
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House Bill 1241

Aoadorn C Aaiv,

Maevdalamiiamm, Members of the committee, my name is Prakash Mathew, Dean of Student
Life at North Dakota State University. Mr. Jack Donahue, Director of the Dining
Services is also present with me, if | am not able to answer some of the questions, This
moming, I would like to speak in opposition to the House Bill 1241,

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

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

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

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

the institution.

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

group for the past 31 years,

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

Reference HOUSE BILL NO. 1241
For the Record

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

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

Facts that should be known:

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

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

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

They, also, pay the college $110,000 annually to operate their businesses in the Student
Union. Those funds are used to fund the Student Union operations.

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

College budget.

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

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

The Bookstore and Dining Services funds one full-time position in the campus mailroom
(327,721, salary and benefits). This position serves the entire campus,
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The Bookstore and Dining Services funds one full-time position in the 1. rmation
Technology Department ($39,221, salary and benefits). This technician serves the entire
campus.
The Bookstore and Dining Services funds one half-time position in the Grants Office
(835,256, salary and benefits). This grants officer serves the entire campus.
Additionally, the Bookstore and Dining Services are asked to fund special projects during
the year in the amount of $30,000 annually (marketing $10,000, admissions $10,000,
President projects $10,000).
Both the Bookstore and Dining Services make a profit every year but must be
supplemented with the demands made of them,
We do this with cash sales, catering and the vending machines. Listed below s last year's
gross sales and profit from the three above-mentioned areas:
Gross Sales Profits
Campus Vending $14,600
Connections (Cash Sales) $92,203 ‘ $19,362
Catering ‘ $99,976 $24,954
Total $265,739 $58,956
Not included is the Athletic Department that operates the concession stands at all Athletic .
events. They currently generate:
Gross Sales Profits
Blikre Activities Center $63,627 $21,325

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

We believe this bill would affect those profits because we sell directly to the general
public during athletic events.

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

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

Who will decide what for-profit and non-profit entities we are to get permission to do

outside catering?
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Some examples would be for-profit entities; 4 E's Catering, Burger King, China Buf¥et,
Domino's Pizza, Fry'n Pan Restaurant, Godfather's Pizza, Hills Cafe, McDonalds,
Nancy B's, Prante’s Fine Dining, Subway Sandwiches, Taco John's, Wahpeton Deli and
every bar in town that sells food.

Non-profit entities would include every church in the community that could serve food,
the VFW, and the Eagles Club.

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

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

Overall we believe this bill will have a direct negative affect on NDSCS in operating its
Auxiliary Enterprises (which supports the overall mission of the college).
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TESTIMONY ON HB 1241
HOUSE EDUCATION COMMITTEE
February 4, 2003

Kathy Grafsgaard, Director
Child Nutrition and Food Distribution Programs
Department of Public Instruction

(000

Chairman Kelsch and members of the committee:

My name is Kathy Grafsgaard and I am the Director of Child Nutrition
and Food Distribution Programs for the Department of Public Instruction. I
am here to speak in opposition to House Bill 1241. I am concened about the
limitations this bill places on access to meals by North Dakota :hildren and
others.

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

This bill will curtail food service options for childcare and head start
centers. As you can see from the centers that are shaded on the table attached
to my testimony, this bill will prohibit existing food service arrangements with
six childcare and head start centers. For example, a private, non-profit
childcare center, housed on the campus of Lake Region State College (LRSC)
receives meals through a contract with the college food service. This bill may
prohibit this relationship because there is no definition of “affiliated”. In other
words, is the childcare center considered to be affiliated because it is housed
on the LRSC campus? If the current contract were prohibited, the childcare
center would be required to seek off-campus foodservice, which may not be

available or affordable.
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) Presently, the Jamestown and Devils Lake Public Schools provide

meals to childcare and head start classrooms that are located in or near their
elementary schools. This bill would prohibit this relationship because the
cities of Jamestown and Devils Lake exceed the five thousand population limit
noted in the bill.

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

Section 2 of this bill targets cities with populations of more than five |
thousand, which are also the communities where the greatest numbers of
childcare and head start centers are located. Prohibiting school districts from
being a potential food service vendor will limit the food service options
available and may lead to a center not offering food service to children, or it
ah may stop a potential center from establishing a child care operation. Equipping

a child care operation with an acceptable kitchen is extremely expensive. To
keep the cost of child care as low as possible, efficient contract meal
arrangements are often encouraged. We would rather see existing food
services in schools utilized by centers.

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

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

centers. ;

Chairman Kelsch, this concludes my testimony. I would be happy to
answer any questions that the committee may have.

o A ords del{vered to Modern Information Sys rde Institute
rogr nages #1im are accurate raproductions of rec ¢ the American Nationel Stande
o i in e ramlar Course of business. The photodraphlc process meats SISCATH B, L HICC it 1a'due to the cuality of the

ANS1) for archival microfilm. NOTICE:
fbctmtboimﬂlmd. § : %% | \&9_10

Date

Operator’s Signature




\

352
y 255
: . ; =2>
AN UOSTUDPI(] - Wi _&g Tes
00O Jjqng uBmImOg JuamdopaAs(] 2» BOROY AJIInmimo)) mmw Lu
“ . £ .. ‘e ) s s e PE
SJOOYOS JTqnd Wa[eg MIN WIdeS MON | WIS MIN-UEIS PeSH 19ATY ISOM HEIS PBSH J9ATY 199M <%e ol ‘
wyreuRdng s ueq UepUEl |  UEPUEN-MIEIS PEOH AT ISOM UEIS PESH 1ALy 159M 132 0
JOOOS dNqng UoigaH ToIGeH UCIGRH-MEIS PEOH I9AN] ISOM eI PEOH I9ATY 1S9 SEe
[oops S5
onqug 3izdio] moN/8lg udig W3{F-1RIS PEOH JOATY 1S9M Mel§ PesH J9ATY IS9M mm e
(uos1eD) : s 2
T00TOS JTJqnd 1JoAS00Y UOSTET) UOSIED)-1IR)§ PEOH I9ATY 1SOM UE1S PESH 1oATY 1SOM = - m
100YOS Mjqnd S¥e] pin] SqETany WE]S pesH 9e] apuny, RS [00Y0S NDL £ vz
PGS [00YOS NOL JJUMO], HE}S PEIH 12UMO], OS] 100928 NDL mm £
ess
12 A
JOOUOS Jrjqnd 1PN [N 1elS pesH PN PWSKT 100908 NDL m 23
PLISIQ 100908 Aoateq Aaateq 1E)S pesy Acateq JOMSIY 100498 NDL 33
PWSIJ 10098 D], J[AUEID VEIS Peoy S[NAURID YSK] [0049§ 1D, $2°
10098 J1iqnd 3YeIq aeIq ¥eS pecH eIq PImsK] (00498 NO]T 2
Sunow) diA osrey 1) PIY) E0Xeq U] "HOSSSJUO B10e( o8
3UBE) 100(] WAQ oareq |mnos YOWA BIW)) 318 PIYD VOWA $5e
3un2E) 100(] BIAQ ofreq | IS9M VOWA A[Ture uemssopgos 19JU3]) 317y PIYD VOWA % w ) :
BulmgE)) J00( BIAQ osrd | _ yusmdoppasq Py 10j 391600 | 16ewdORAST PIYD 199 8105 NSAN mmm
Sjooyos dNqnd wogsrT | uoqgsty HEIS PESH UOQST weIsold WelS pesH VVIANIS Se= :
SJO0UOS Jqnd Jorewsiyg Jrewsig 497U7) 318} PeSH YIAXES SJO0Y0S JMqnq Jorewsig m... e w..
SIOOYOS Jlqng Josewstg D Arejuowaly 119495004 5100408 SN JowwsIg 33 %
SJOOYRS d1qngd yorewstyq Jarewstg ATRJUSWSH SPISIATY SJOOYDS JMqnd Jorewsig mw . »
SJOOYRS JMqngd Yorewsig FAreurstgy ATejuowaiy jjoquory SJOOYDS JMjqnd Jorewsig =7 8 S
ST Suipacig Xanuy J<T9) NS 1NU) Josuodg 193ud) =33 %
23
% 553
(£00T “0€ ABIN — 7007 ‘T 43G0350) £007 183X [eISI4 m m
SIEIIA 10] PRIIUOY) PPIYAA SI23Ud)) JIEB)S PEIH PUE IBIPIY) 2%3
&
wonnqLysI( Pooy PuE WORLLNN PIYD

uononRIsu] jo juswiredo(q e1oNe(q YrIoN




1

|

|

i

j
i
i

Waloz

S5

N 152
s 2T
- ] 2>
34
i
222
153
GEe
§5=
HE
.2
£5o
T
$TEAW 10§ IFEQUOD YO 3O/SIAUIDIFIDIVI/D w“mem
Za?
ﬁwooﬁm Snqngd uomaI] UOTHAIL 13]U3]) TOJUAI 100Y2G 1qng UOISHTIM 3%,
s 1AISS ST POATEN JOury SIMQ S A 39M SIA0 S.X 29 Tk
z <88ﬁmﬁa88§ Joury S O JUIUIA /M0IUIYSE 3] Ar(q p1sydoyg poon §3=
AWTVQnWHVHUﬂTMﬂmmuhHHESﬂ ﬁmdManH!MmﬁﬂuWJﬂuﬂHvﬂ HIV jourmy mﬂOEZHUmuﬂﬂnﬁrmﬂzumﬂﬁﬂ mwmwww
S[IAkeN-1IEIS peoH pue mw.m
SIVNALSG JOLIEJN OYXIPOg AMAbE | 93u2) uowdopasq PIMD NSW | 193us) Juemdo]eas(] Py S[Iakeiy = mm_
GIOGSTTH-1IEIS PESH pue IR § e
10040 ATeIuotm]g 030GSTIIH OI0GSITH |  3jua)) juotndofoss PIgD NS | 151890 owmdojaas gy simiakepy mmw
1S pesy Aueg ¥eiS peoy Alieg S
Tendsol amorsstzer UMOJSoUref 1A U033y uonoy AjunuImo)) TA UO0I8oYy uonoy A3mmuwnio,) $.8
=) gi=
IEi10S0H usoisowe(  Qumalsame( ATued pue piig) Ajrunwio) | 101U Afmres pue pirg) Ajunuimo) 23
" A uoIsay $3:
MEIS PEOH UMO)SITIB[ ‘Aousdy TondYy Lmmwmo;) m»m
\ R iy
uosumYIL(J - WeIs0ld MlWﬂ
PUsK] j0oYog Yoeag yoeog yoedg | Jusmdoppss( 7 uonoy Ajrunummo) sfz
UOSUDPOI — WeIBoig - §iss
JOOYDS SHqng P3umeH B3unpy 313uypH |  wewdojeas( 2 nonoy Ajumnurmo) M mmmm
32
2533

L.

Dute

Operator’s Signature



L7}

/’-\» I am Dixie Schulz Food Service Director for Mandan Public Schools and Legislative Chair for the North

¢
A

™ Program they are governed by USDA reguiations. School food service operates under the sarno governing

Teatimony on HB 1241
Dakota School Food Service Association,

I am here to voice my opposition to B 1241,
This bilt would close the door on contracts that now exist with Head Start, with pre- schools, with other

school districts and with daycare facilities, !
Mandan Public Schools contracted up until 2 years ago with St. Joseph school for meals that were provided
to Mandan Public Students who sttended Collins housed in St. Josepli school. At whichtime . |

that schoo! closed and students were absorbed into other schools in the Mandan district. This practice |
would not have been atlowed under the language of this bill, :

Mandan Public Schools has contracted to provide lunch to Mandan Head Start students, And they have ,
requested a bid from Mandan esch year since then, This bill would not allow such a contract. '

This bill would also not allow us to provide lunch for visiting parents, grandparents, guests, or évea
students for other distriots who often participate in music, drama, sclence or sport events at Marudan
Schools, Our Adopt a cop couldn't eat tunch with the students. We could not provide food fr. sports
tournaments for example wrestling, basketball, speech, swim meets, which we now do.

J i nct sure I understand the use of the arbitrary mumber of 5000. Those 12 largest cities hold 14 of North
Dakota’s population. A population of 5000 or more certainly isn’t a criterion that a caterer enists who
would be willing to provide such food services.

Schnol food service across the state is often requested to provide bids on childoare facilities and eldesty
feeding program contracts. When these centers participate in the USDA childcare and Adutt Care Food

ANt ittt i o o oo s 1w o

agency, which makes serving one of these entities an easy transition. i

School meal programs are managed by food service staff who are well trained and offer an education
component in their foodservice. The lead worker in every schoo! kitchen has training in safety and
wﬁumir:leugdrequhamu. (which by the way, was a result of legislation that this committee
appro 1999

As legislative chair for NSDFSA my colleagues share my concern for the negative impact that this bill
would have on their ability to provide food service in their schools, They currently have contracts with
sgencies described in the bill. They have expresscd an overwhelming concern for the impact this bill would
have on their future food service operations.

I believe this is an issue that is best left up to the decision of the local school board as they represent the
wishes of the community in which they tive and secve,
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