
This memorandum provides a history of legislative
review and changes to the appropriation of special
funds as background information for the Higher
Education Committee’s study of higher education
funding.

1963-65
The Legislative Audit and Fiscal Review

Committee received information that many times
public funds were not being deposited in the state
treasury and spent pursuant to an appropriation which
is required by Section 186 (now Article X, Section 12)
of the North Dakota Constitution.

Section 12 of Article X of the North Dakota Consti-
tution is very specific pertaining to the handling of
public moneys.  The provisions relating to public
moneys in subdivision 1 of Section 12 are as follows:

All public moneys, from whatever source
derived, shall be paid over monthly by the
public official, employee, agent, director,
manager, board, bureau, or institution of the
state receiving the same, to the state treasurer,
and deposited by him to the credit of the state,
and shall be paid out and disbursed only
pursuant to appropriation first made by the
legislature . . . .
Section 12 of Article X of the North Dakota Consti-

tution is attached as Appendix A.
The Legislative Audit and Fiscal Review

Committee recommended Senate Bill No. 28, which
was passed by the 1965 Legislative Assembly, enti-
tled the Fiscal Practice of State Agencies Act.  The
Act amended law relating to the depositing of public
moneys in the state treasury in the Bank of North
Dakota and the withdrawal of such moneys by
vouchers and abstracts approved by state officials,
and generally provided uniform fiscal procedures for
state agencies.

1965-67
The Legislative Audit and Fiscal Review

Committee reviewed the depositing of public funds in
the state treasury and determined that student service
and activity fees collected and expended by the insti-
tutions of higher education were not deposited in the
state treasury.  Not only did this appear contrary to
the constitution, but the committee, knowing that
some of these fees were spent for the same functions
as appropriated funds were expended for, concluded
that the Appropriations Committees and the executive
Office of the Budget were not being presented
complete budget programs.

In recognition of the committee’s concern, the
executive Office of the Budget and the State Board of
Higher Education, in the preparation of the 1967-69
biennial budget, divided the student service fees into
the portion which is being used for instructional and
related operational expenditures and that to be used
for strictly student activities.  The amounts to be used
for instructional and related operational activities were
included in the budget as income and budgeted as
expenditures.  This action was taken to improve the
budgeting process by allowing budget requests to
detail entire programs rather than only portions of
them.

The committee also reviewed the necessity for
legislation regarding federal funds administered by
the state.  The committee recommended House Bill
No. 553, passed by the 1967 Legislative Assembly,
requiring agencies and departments to receive
authority from the Emergency Commission, with the
advice and consent of the Department of Accounts
and Purchases, before receiving and spending federal
funds not previously anticipated by the Legislative
Assembly.

Also the 1967 Legislative Assembly appropriated
federal/special funds for the first time for the State
Highway Department and the University of North
Dakota Medical Center.

1975-77
The Legislative Council's Budget "A" Committee

received reports from the State Auditor that the
expenditure of federal funds of the Social Service
Board and the Department of Public Instruction were
not pursuant to legislative appropriations and that
indirect and administrative cost reimbursements
received by the state colleges and universities from
the federal government were not included in the
appropriations, institutional collections, or otherwise
subject to direct legislative control.

The committee recommended that all federal funds
received by the Social Service Board and the Depart-
ment of Public Instruction be included in their budgets
and be subject to the appropriation process in accor-
dance with the state constitution.  The committee also
supported the State Auditor's recommendation that
funds received by the institutions of higher education
as indirect and administrative cost reimbursements
pursuant to federal grants and contracts be included
in future biennial budget requests as estimated
income.

The 1977 Legislative Assembly appropriated
federal funds for the first time for Job Service North
Dakota (formerly the Employment Security Bureau).
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1979-81
The 1979 Legislative Assembly appropriated funds

from the state tuition fund for the first time.  The state
tuition fund is the interest and income from the
common schools trust fund.

During this interim the Legislative Audit and Fiscal
Review Committee studied the use of special funds
and cash accounts maintained in the state treasury.
The committee recommended a bill transferring
excess funds in the abandoned motor vehicle
disposal fund to the general fund and for the suspen-
sion of the tax on certificates of title (Senate Bill No.
2079 passed by the 1981 Legislative Assembly); a bill
to provide for the transfer of the balance of moneys in
the Vietnam veterans' adjusted compensation fund to
the general fund (Senate Bill No. 2080 failed to pass
the 1981 Legislative Assembly); a bill to provide for
central microfilm revenue to be deposited in the
general fund, eliminating the necessity of a central
microfilm special fund (House Bill No. 1072 passed by
the 1981 Legislative Assembly); and a bill to allow the
Bank of North Dakota to cease collection efforts on
loans made from the state scholarship revolving loan
fund which are determined to be uncollectible (House
Bill No. 1071 passed by the 1981 Legislative
Assembly).

1987-89
The 1987 Legislative Assembly appropriated

$1.439 billion in special fund appropriations for state
government for the 1987-89 biennium.  In addition,
the 1987 Legislative Assembly provided language in
appropriation bills for the appropriation of additional
income and other special funds, without a specific
amount, that may become available to state agencies
and institutions during the 1987-89 biennium.  Those
sections included the appropriation of additional
moneys from federal grants at the institutions of
higher education, the appropriation of any additional
income not appropriated at the institutions of higher
education, the Extension Service and the experiment
stations, and the appropriation of additional federal
funds for Job Service North Dakota, the Housing
Finance Agency, and Geological Survey.

During this interim the Budget Committee on
Government Finance, pursuant to 1987 Senate
Concurrent Resolution No. 4053, studied the policy of
appropriating special funds, the extent to which
exceptions have been made to the practice of appro-
priating special funds, and the need to continue
reporting special fund appropriations.  The committee
recommended a bill amending or repealing current
law to remove continuing appropriation provisions that
were no longer needed (Senate Bill No. 2035 passed
by the 1989 Legislative Assembly).  The committee
also recommended the state continue the current
practice of discouraging the use of continuing

appropriations and that continuing appropriations be
used only when necessary.

1993-95
The 1993 Legislative Assembly provided a specific

appropriation for agricultural commodity groups for
the 1993-95 biennium and removed them from the
appropriation process for future bienniums by
providing a statutory continuing appropriation.  The
agricultural commodity groups are to provide, during
each legislative session, a report to the House and
Senate Agriculture Committees.

Prior to the 1993-95 biennium, any operating fund
income received by higher education institutions in
excess of the estimated income line item appropriated
to the entity was appropriated but could be spent only
upon authorization from the Emergency Commission.
The 1993 Legislative Assembly provided higher
education institutions the ability to spend up to
three percent of excess estimated income upon
approval from the State Board of Higher Education.
Any additional excess funds were also appropriated
and could be spent upon authorization of the Emer-
gency Commission.

1997-99
The 1997 Legislative Assembly appropriated

higher education local funds for the first time.  The
local funds were appropriated as a separate line item
for each institution of higher education for the 1997-99
biennium.  The total local funds appropriated were
$92.8 million.

Section 11 of 1997 Senate Bill No. 2003 states
that local funds are derived from indirect cost recover-
ies, special course program fees, utility sales, building
and equipment lease rental, excess property sales,
sales and services of educational departments, and
miscellaneous local funds.  Section 11 further
provides that any additional funds from local fund
sources beyond the amount appropriated are appro-
priated and may be spent subject to approval of the
North Dakota University System and reported to the
Budget Section of the Legislative Council.

The 1997 Legislative Assembly provided an appro-
priation for three funding pools to the North Dakota
University System for the 1997-99 biennium.  A tech-
nology pool of $22,813,400 was created by removing
technology funding from each higher education insti-
tution’s appropriation.  A salaries and wages pool of
$393,461,542 was created by removing the salaries
and wages appropriation from each higher education
institution’s appropriation.  The third pool was a salary
initiative pool in the amount of $3.2 million from the
general fund.  The funds from salaries and wages and
technology pools were to be allocated to each of the
institutions based on the guidelines contained in
Section 16 of Senate Bill No. 2003, and the salary
initiative pool was to be allocated to the institutions
under the control of the State Board of Higher
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Education for faculty and staff salary initiatives to
address performance, market, and equity problems.
A copy of Section 16 of Senate Bill No. 2003 is
attached as Appendix B.

House Bill No. 1019 (1997) removed state aid
distributions from the appropriation process by
providing a continuing appropriation for payments to
political subdivisions from the state aid distribution
fund.

The 1997 Legislative Assembly was the first time
higher education institutions were required to use the
statewide integrated budget and reporting (SIBR)
system to enter budget request information detailing
faculty and staff pay plan information.  Prior to the
1997 Legislative Assembly, higher education pay plan
information was generated by a separate computer
system, and a paper copy of salaries and wages infor-
mation was made available to the Office of Manage-
ment and Budget.  Including the higher education pay
plan information in the SIBR system provided
members of the Legislative Assembly with additional
detailed information regarding salaries and wages at
the institutions of higher education.

1999-2001
The 1999 Legislative Assembly provided an appro-

priation for three funding pools to the North Dakota
University System for the 1999-2001 biennium.  A
technology pool of $21,948,467 was created by
removing technology funding from the University of
North Dakota and the North Dakota State University
appropriations and was to be allocated to institutions
based on guidelines contained in Section 15 of House
Bill No. 1003.  A critical salary pool in the amount of
$2,630,992 was to be allocated to institutions based
on guidelines contained in Section 16 of House Bill
No. 1003, and an equity and special needs pool in the
amount of $4,290,128 created by removing a portion
of each institution’s salaries and wages appropriation
and combining that with funds from the general fund
was to be allocated to institutions based on guidelines
contained in Section 17 of House Bill No. 1003.  A
copy of Sections 15, 16, and 17 of House Bill
No. 1003 is attached as Appendix C.

The 1999 Legislative Assembly appropriated
higher education local funds as a separate line item
for each institution.  The total local funds appropriated
were $523.8 million.  Section 11 of House Bill
No. 1003 further provides that any additional funds
from local fund sources are appropriated and may be

spent subject to approval from the State Board of
Higher Education and reported to the Budget Section
of the Legislative Council.

The 1999 Legislative Assembly also increased the
percentage of excess income which could be spent
upon approval from the State Board of Higher Educa-
tion by six percent to approximately nine percent of
the estimated income appropriated.  As before, any
additional excess funds were appropriated and could
be spent upon authorization of the Emergency
Commission.

RELATED STATE LAW
North Dakota Century Code Chapter 54-16

provides for the establishment of the Emergency
Commission.  Section 54-16-04.1, which is attached
as Appendix D, provides that the Emergency
Commission may authorize the State Treasurer to
receive any moneys for new programs not appropri-
ated by the Legislative Assembly that are made avail-
able by the federal government or any agency thereof
which the Legislative Assembly has not indicated an
intent to reject.  The section allows the Emergency
Commission to authorize any state agency to expend
such moneys from the date such moneys become
available until July 1 following the next regular legisla-
tive session providing that such expenditures be
consistent with state law and with the terms of the
grant and provided, further, that the program shall not
commit the Legislative Assembly for matching funds
for future bienniums unless the program has first been
approved by the Legislative Assembly.

North Dakota Century Code Section 54-16-03,
which is attached as Appendix E, provides that the
Emergency Commission may not approve an expen-
diture of institutional income, other than gifts or
grants, in excess of the institutional income appropri-
ated to the institution by the Legislative Assembly.

North Dakota Century Code Section 54-44.1-09,
which is attached as Appendix F, provides that all
expenditures of the state and of its budget units of
moneys drawn from the state treasury must be made
under the authority of biennial appropriation acts,
which must be based upon a budget as provided by
law, and no money shall be drawn from the treasury,
except by appropriation made by law as required by
Section 12 of Article X of the North Dakota
Constitution.
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