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Committee Clerk Signature

Minutes:
Chairman Price opened hearing. Eleven members present, one absent.

Rep. Devlin: This bill is basically a clean up bill, there was some areas that were being
questioned and the dept. felt is necessary to take care of it by introducing this legislation,
Chairman Price: This covers it, regardless if it is for profit or non profit?

Rep. Devlin: Yes.

Rep. Vigesaa, Distr. 23. Testimony Attached.

Shelly Peterson, President, ND Long Term Care Assn. Testimony Attached.

Rep. Kreidt: Do you have to apply for tax exemption under the New Hampshire model?
S. Peterson: Legally, they have to apply for their own.

Chairman Price: How does this effect their vehicles?

S. Peterson: It doesn’t, unless it directly effects the benefit of the residents.

Chairman Price: What about the day care areas, does the facility have to separate that?
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S. Peterson: Nursing facilities that are doing day care meals or meal delivery aren’t paying sales
tax.

Rep. Porter: Do you know which facilities are for profit vs. nonprofit?

S. Peterson: Idon’t have that information in front of me, but I can get you a copy of the list.
Rep. Weisz: In my opinion, I don’t think most are paying sales tax. How do they consider this?
S. Peterson: The eligible facilities should be taking into consideration that sales need to benefit
the occupants or patients.

Chairman Price: Ibelieve this needs to be clarified.

Rep. Weisz: They could solve this by directing the provider under the licensing process.

S. Peterson: Idon’t believe that is meant to pay sales tax on services.

Rep. Weisz: Iunderstand they are purchasing items for the occupants, but hospital/nursing
homes provide some services, and they aren’t paying sales tax.

S. Peterson: A few provide personal services, they are only purchasing a few items. The
confusion lies, in my opinion, the titling of Long Term Care facility vs. Assisted Living facilities
and then if and who and when did they provide “services”.

Gary Anderson, ND St. Tax Dept.

I'am here to take any questions on this quandary. For eligible facility, they need to apply for and
display a 501C3 certificate. This bill would exempt them from having to do that. Employ
benefits are not covered. The situation seems be having problems with assisted living facilities
blending. We need to require allocations, remit the tax due, and if they expand their operations,
further use care, they need to pay taxes. We, in the tax dept., will work with them, so everyone

understands.
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Rep. Weisz: Does the vehicles fall under this.

G. Anderson: It is exempt if it is used for the occupant area of the facility, generally they would
be taxable.

Chairman Price: 1know the gift shops pay taxes.

G. Anderson: That is actually taxable, as they feel that is in direct competition with “Main St.”.
Chairman Price: Then areas like housekeeping in the facility is exempt from tax, but if they go
outside of the facility, they are not?

G. Anderson: Yes.

Chairman Price: Does any facility offer meals to the public? How is that handled regarding
spouses etc.?

G. Anderson: Our position is if it is not advertised to the general public, is exempt. But is there
are guests, extended family, they need to pay tax.

Hearing closed.
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Minutes:

Chairman Price opened the discussion on HB 1179.

Chairman Price indicated that V.Chrm Kreidt had contacted again the lady that did the fiscal note
and she said “the fiscal impact of HB1179, is based on 45 assisted living facilities and the
average taxable sales volume of $10,000 each. Therefore, the exemption on the average is worth
$500.00 each. I hope this helpful, please contact Gary Anderson or myself if you need further
information”. V.Chrm Kreidt contacted her again and said “Kathy, can you tell me how many
facilities are paying the sales tax at this time out of the 45?2.” Reply: “ No, because the sales are
being reported by the merchant supplying the goods, not by the assisted living facility, few
facilities may be considering themselves exempt already and purchasing items tax-free but they
could be subject to audit on these purchases and potenially access the tax, hence the assu:fnption
that this exemption would benefit all qualifing assisted living facilities eventho currently,

erronously making purchases tax-free. These facilities are submitting a form, monthly or
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quarterly depending on the amount of tax they are paying. Idon’t believe she is pulling those
figures.

Rep. Weisz: This is the worst case senario.

Chairman Price: There seems to be no more discussion.

Rep. Devlin: Motion Do Pass

Rep. Porter: Second

Vote: 10-1-1 © Carrier: Rep. Devlin




FISCAL NOTE

Requested by Legislative Council
01/07/2005

Bill/Resolution No.: HB 1179

1A. State fiscal effect: /Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General Other Funds General OtherFunds General Other Funds
Fund Fund Fund
Revenues ($41,400) ($3.600)
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

HB 1179 creates a sales and use tax exemption for sales to a licensed assisted living facility.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please.
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

If enacted, HB 1179 is expected to reduce state general fund revenues and state aid distribution fund revenues by an
estimated $45,000 during the 2005-07 biennium.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Expfain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Name: Kathryn L. Strombeck gency: Office of Tax Commissioner
Phone Number: 328-3402 Date Prepared: 01/11/2005
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REPORT OF STANDING COMMITTEE (410) Moduile No: HR-08-0461
January 13, 2005 5:51 p.m. Carrier: Devlin

Insert LC:. Title:.

REPORT OF STANDING COMMITTEE
HB 1179: Human Services Committee (Rep. Price, Chairman) recommends DO PASS

{10 YEAS, 1 NAY, 1 ABSENT AND NOT VOTING). HB 1179 was placed on the
Eleventh order on the calendar.

{2) DESK, (3) COMM Page No. 1 HR-08-0461
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Senate Finance and Taxation Committee

O Conference Committee

Hearing Date March 9, 2005
Tape Number Side A Side B Meter #
#1 X 6.6-21.6
Committee Clerk Signature M AW
Minutes:

CHAIRMAN URLACHER CALLED THE COMMITTEE TO ORDER AND OPENED THE
HEARING ON HB 1179.

REP. DEVLIN: Prime sponsor of the bill appeared in support with written testimony.

SEN. COOK: we recently passed a bill that was a House bill that created a definition for
assisted living facilities, this bill says that those licensed by Human Services are going to be
eligible for this sales tax exemption, my question I guess is what's the difference between those
who are licensed and the definition that we created this session or is there a relationship?
SHELLY PETERSON of Long Term Care Association appeared in support with testimony.
In answer to Sen. Cook’s question - HB 1147 and there is a grandfather clause in there that if you
did not currently meet the new definition being proposed, that the existing ones licensed by the
Dept. Of Human Services would be grandfathered in and could operate. We found though that

probably 99% meet that definition right now. The only part of the definition that someone might




Page 2

Senate Finance and Taxation Committee
Bill/Resolution Number HB 1179
Hearing Date March 9, 2005

not need is that they had a requirement in there on bathrooms, that you must have a complete
private bathroom associated with your living unit.

SEN. COOK: Are you saying that the 47, could there be a facility in ND that meets the
definition that we have in 1147 of assisted living facility but is not licensed as a assisted living
facility?

ANSWER; no, the law states that if you meet the definition you must be licensed. We are
anticipating that the vast majority of those that are operating out there that currently meets the
definition have already been licensed. The difference is lets say as an example the Housing
Authority had housing units, they may coordinate and provide some services, maybe they do
home delivered meals, maybe provide cleaning service and that technically wouldn’t meet the
definition but once you start arranging services for the tenants that live in those housing units,
lets say you’ve arranged for personal care services or you provide services that touch the persons
body, then you’d start providing caring services and become more responsible for that person,
then your probably crossing the line and you’d probably meet the definition and probably should
be licensed. There is a penalty currently in the law that if you operate as a assisted living facility
if you meet the definition and your not licensed, the penalty could be a $50 per day fine. So
we’ve really tried to educate the facilities out there that have housing that are starting to provide
services with what the law is so that they can comply with

SEN. COOK: that was exactly my concern that I had for 1147 and it was a last minute concern
and you said the key word is coordinate now go back to Liberty Heights, I would think that one
could argue that Liberty Heights meets that definition of assisted living facility because they

coordinate all of those services. They could bring in meals on wheels, what I'm getting at is that's
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a facility that I don’t think is licensed nor do they want to be licensed but at that they would meet
the definition of assisted living and would qualify for a sales tax exemption. That's my concern.
SHELLY: 1would need more information in order to evaluate whether they met it but do they
develop care plans and work with the person on arrangement of services, are they active
providers, do they, does the family hold you responsible for care and services delivered to that
person? If you can say yes to those kinds of questions, then you may in deed meet the definition
and potentially you may want to get licensed. Its a very easy process, not difficult at ail.

SEN. COOK: can you give me an example of something, a purchase that would be made that
may not benefit an occupant and one that would benefit!

SHELLY: One that may not benefit as an example of, we have assisted living week for the staff
we might want to purchase T-shirts to wear, caring and aging or something like that. Since that
doesn’t directly the occupant of the tenant, that would not be exempt in sales tax and wherever
we purchase our T-shirts from we pay sales tax on. Where we might benefit from is any medical
supplies, craft supplies that are directly related to a resident activity in the activity room, those
types of things.

SEN. URLACHER: what is the licensing cost?

ANSWER; $75.00 annually with the Dept. Of Human Services and then also with the Dept. Of
Health, they actually carry two license and I believe that one is $75.00 also.

SEN. URLACHER: are there periodic inspections that go on?

ANSWER; not really, except for the Health Dept. They will come in and look at life safety
1ssues and look at your kitchen and food preparation area. But for Human Services its kind of a

self declaration, you get a packet, complete an application, you give them information, the Dept.
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Of Human Services, it would be a rarity that they would come out and survey you, you just sign
off of what your doing. They don’t apply a penalty, they give you a warning and you have 60
days to comply to get your license in.

DEAN LAMPE: ND EMS Association appeared in support with the ultimate goal of lowering
health costs.

GARY ANDERSON: Tax Dept. Appeared to give information stating assisted living facilities
generally for the most part almost all expenses are incurred by that type of operation from your
office all the way down to the materials that are directly impacting that particular individual or
patient. As Shelly indicated, the exception is where it probably benefits the employee more so,
for example employee recognition or employee activity, those are not viewed to be for the user
benefit. |
SEN. EVERY: made a MOTION FOR DO PASS, seconded by Sen. Bercier.

ROLL CALL VOTE: 6-0-0 Sen. Bercier will carry the bill.
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. REPORT OF STANDING COMMITTEE

. HB 1179: Finance and Taxatlon Committee (Sen. Urlacher, Chairman) recommends DO
PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1179 was placed on the
Fourteenth order on the calendar.
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2005 TESTIMONY

HB 1179




January 10, 2005

Good morning again Chairperson Price and esteemed members of the House Human Service

Committee.
I am Rep. Bill Devlin, of District 23 from Finley.
I am here to introduce HB1179 and urge a do pass recommendation from this committee.

This bill is really cleanup language. Currently all hospitals, nursing facilities, intermediate
care facilities and basic care facilities are exempt from sales tax when the sale benefits the
patient or occupant. Assisted living is the new type of long term care which allows individuals
and couples a lot of freedom in their golden years. We would like these facilities to be treated the
same.

In many cases the facilities are connected with long term care or other facilities making things
very confusing for everyone. This bill will clean up the language and treat everyone the same.

I urge a do pass on HB 1179 and would be happy to answer any questions. Thank you!

William R. Devlin
State Representative, District 23




Testimony on HB 1179
House Human Services Committee
January 11, 2005

Chairman Price and members of the House Human Services Committee, thank you for the
opportunity to testify on HB 1179. My name is Shelly Peterson, President of the North
Dakota Long Term Care Association. I am here today to testify in support of 1B 1 179.

Currently all hospitals, nursing facilities, intermediate care facilities and basic care facilities
are exempt from sales tax when the sale benefits the patient or occupant. HB 1 179 extends
this exemption to assisted living facilities.

In the summer of 2004 we surveyed our non-profit assisted living members and asked them
to answer five questions related to sales tax. Fifteen non-profit assisted living facilities
responded to the survey. Eleven (11) of the fifteen (15) respondents or 73% indicated they
did not currently pay sales tax. Some were owned and operated by the same 501(c)(3)
organization of their parent organization (the nursing facility) and used their sales tax permit.
Others (3) claimed to have their own sales tax exemption certificate issued by the Tax
Department. Many mistakenly believed assisted living was exempt from sales tax.

Our survey found a lot of confusion and mis-information on this issue. We ourselves were
confused. We assumed only non-profit nursing facilities, basic care facilities and hospitals
were eligible for the exemption, when in fact there is no reference made to “profit status.”

Assisted living is the new model of caring, serving senior adults with various need levels.
Some long term care facilities have nursing facilities, basic care and assisted living licenses
and purchase food, materials and supplies for all facility types.

This legislation will extend the sales tax exemption to the newest type of care facility
licensed in North Dakota.

Your positive consideration of HB 1179 is requested. Thank you for the _opportunity to
testify on this legislation. 1 would be happy to answer any questions. '

Shelly Peterson, President

North Dakota Long Term Care Association
1900 North 11% Street

Bismarck, ND 58501

(701) 222-0660
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Subject: Follow up on HB 1179 and profit question
From: Shelly Peterson <shelly@ndltca.org>

Date: Mon, 10 Jan 2005 15:27:54 -0600

To: cprice@state.nd.us

Hello Chairman Price,

This morning Rep. Porter requested information on the profit status of licensed
assisted living facilities. I've checked the information regarding the facilities
I was unsure of and would like to provide following information : Royal Oakes in
Cakes and Beverly Anne Assisted Living in Lisbon are both for-profits, the Baptist
Home of Kenmare and Prospect Mancr in Lisbon are non-profits. I indicated
Heartland Courts in Devils Lake was a non-profit, further checking shows they are a
for -profit organization. If you have any others questions I can answer please let
me know. I spoke with the individual with the Tax Dept. after the hearing and he
indicated they hope to have the fiscal note finished tonight. He alsc indicated he
thought it would be around $20,000. Again thanks for the cpportunity to testify on
this legislation. Shelly Peterson

- 1/23/2005 1:06 PM




Good Morning Chairperson Price and members of the House Human Service Committee.

For the Record, I am Rep. Don Vigesaa from District 23 and live in Cooperstown. District 23 is
very rural district that encompasses all of Griggs and Nelson counties along with parts of Steele,
Benson and Eddy Counties.

As you have been told, HB 1179 will clean up some confusion in state law by giving assisted
living facilities the same exemption from sales tax the legislature has given to nursing homes,
basic care facilities and other similar entities.

Assisted Living Facilities are one more option that allows people to stay in their local
communities when they no longer can live in their own homes. They play a very vital role in the
retirement options for people in District 23 as well as other communities across our state.

I'too urge a do pass on this legislation and would be happy to try and answer any questions from
the committee.




March 9, 2005

Good morning Senator Urlacher and esteemed members of the Senate Finance and Tax
Committee.

I am Rep. Bill Devlin, of District 23 from Finley.

I am here to introduce HB1179 and urge a do pass recommendation from this committee.

I feel this bill is really cleanup language. Currently all hospitals, nursing facilities, intermediate
care facilities and basic care facilities are exempt from sales tax when the sale benefits the

_patient or occupant. I think everyone thought Assisted Living Facilities, which are a newer type

of long term care facility that allows individuals and couples a lot of freedom in their golden
years, had the same exemption. However, that apparently wasn’t the case and we would like
these facilities to be treated the same.

In many cases the facilities are connected with long term care or other facilities making things
very confusing for everyone as they buy supplies and pay bills as part of the joint management
and cost sharing between the facilities. Turge a do pass on HB 1179 and would be happy to try
answer any questions. Thank you!

William R. Devlin
State Representative, District 23
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Testimony on HB 1179
Senate Finance & Taxation Committee
March 9, 2005

Chairman Urlacher and members of the Senate Finance & Taxation Committee, thank you for the
opportunity to testify on HB 1179. My name is Shelly Peterson, President of the ND Long Term
Care Association. I am here today to testify in support of HB 1179.

Currently, all hospitals, nursing facilities, intermediate care facilities and basic care facilities are
exempt from sales tax when the sale benefits the patient or resident. HB 1179 extends this exemption
to assisted living facilities.

In the summer of 2004, we surveyed our assisted living members and asked them to answer five
questions related to sales tax. In our survey, we found a lot of confusion and misinformation on sales
tax. We also found the majority of assisted living facilities were not paying sales tax. They were not
paying because they thought they weren’t required to pay. Most were operating under the 501(¢)(3)
non-profit corporation of their parent organization, the nursing home. It did not occur to them that
having another care level, assisted living, might necessitate paying sales tax related to services
delivered in that new care setting.

Assisted living is the new model of caring, serving senior adults with various need levels. A growing
number of long term care facilities have nursing, basic care, and assisted living licenses and also
provide in-home care. In this type of facility, group purchasing of food, material & supplies could
occur for the purpose of the volume sales producing more competitive pricing. We request that you
extend a sales tax exemption to the newest type of care facility licensed in North Dakota.

Your positive consideration of HB 1179 is requested. I would be happy to answer any questions.

Shelly Peterson, President

ND Long Term Care Association
1900 N. 11" St

Bismarck, ND 58501
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% — ASSISTED LIVING FACT SHEET — %

North Dakota has 47 licensed assisted living facilities.

There are a total of 1,603 assisted living units, 92% occupied.

An assisted living facility is a congregate residential setting that provides
or coordinates personal services, 24-hour supervision and assistance
(scheduled and unscheduled), activities and health related service.

The average number of units in an assisted living facility is 42.

The average cost for basic rent in an assisted living facility is $1,310 per
month.

The average cost for basic services in an assisted living facility is $607
per month.

Sixty-seven percent of assisted living facilities are non-profit.
The average youngest assisted living tenant is 68 years old.

The average oldest assisted living tenant is 96 years old.

The age range of an assisted living tenant is 40 to 104 years old.

Designed to accommodate individual resident’s changing needs and
preferences.

Designed to maximize resident’s dignity, autonomy, privacy,
independence, choice and safety.

Designed to encourage family and community involvement.
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. Growth in Population in North Dakota
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WHO WILL NEED LONG TERM CARE IN NORTH DAKOTA?

* Two out of every five North Dakotans will need long term care sometime in their
lives.

* The three top indicators for needing a nursing home are being a women, age 85 or

. older and living alone. The number one reason a person enters a nursing home is loss
of a care giver or breakdown of the informal support system. Family and friends

become exhausted and simply cannot continue to deliver or arrange for needed

services.
* At age 75, 60% of individuals are living alone.
* North Dakota has 22,406 women over the age of 65 and living alone.

* North Dakota has 5,040 women age 85 and older living alone, this compares with
739 men 85 and older living alone.

* The need for personal assistance with everyday activities increases with age.

* Spouses provide the greatest proportion of long term care to elderly living in the
community.

* The majority of the elderly are active, healthy, contributing members of society who
want to maintain their independence. All want choices and options should they need

. long term care.
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