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2003 HOUSE STANDING COMMI'ITEB MINUTES 

BILURESOLUTION NO. HB 1232 

House Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date 1/27/03 

T Number Side A SideB Meter# 
l X S2.5-end 
1 X 0.00-13.0 
4 X 

Committee Clerk Si 

Rep. Maragos, introduced Tom Wen~ Jr. who presented HB 1232, which related to security 

deposits for lease of real property and residential dwellings. (See attached) This bill allows that 

security deposits still be held for the benefit of the tenant but that they be held directly by the 

landlord. The ruason for this proposed bill is to lessen the onerous accounting burden required 

for compliance under current law, 

Rep. Ekstrom: What is the rate of forfeiture? If shall is changed to may on Hne 9, it would be 

pennissive for a tent estate trust or landlord could hold the money in a FDIC account or hold the 

money for the benefit of the tenant. Could we do both? 

Wentz: I can•t c.omment industry wide but about 15% oflRET's security deposits are forfeited. 

I believe changing shall to may would make that possible, 

Rep. Dosch: How would you reconcile the difference between the 3% to 1% interest rate? 
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Page2 
House Industry, Business and Labor Committee 
Bill/Resolution Number HB 1232 
Hearing Date 1/27 /03 

Wentz: This is based on a Minnesota statute on which we based our Jegis1ation, Security deposit 

interest is only payable:, for residency of 9 months or longer. 

Rep. Fonetta: What arc reporting requirements for tho lessor? 

Wentz: At the end of the lease. tho landlord must provide an accounting and a damage statement 

or return to the tenant on a timely basis. 

Rep. ,Johnson: What is Minnesota interest rate? 

Wentz: Minnesota's rate is cwrcndy set at 3%, in 2004 it increases to 4%. 

Rep. Ekstrom: If we decide to amend, we must be specific on lines 11 & 12, in tenns of rate of 

interest that it is tied to this kind of atrangement. not the passbook rate of interest. 

Rocky Gordon, Bismarck property owner and appearing today on behalf of ND Apartment 

Association, appeared in opposition to HB 1232. He stated that he is not strongly opposed to the 

first portion of the bill but would rather see a benchmark or no interest at all. 

Claus Lembke, ND Association of Realtors, concurred with Mr, Lembke's points. 

As there was no one else present to testify, the hearing was closed. 

Prior to afternoon hearings, Chairman Keiser called for committee work on HB 1232. 

Rep. Doteh will carry this bill on the floor. He said that we ought to redirect the amount of 

interest paid on the account rather than putting in a set amount or new legislation will come 

before this committee each session. The law stipulates that it must be an FDIC ·savings account, 

the bookkeeping is cumbersome. Mayteit should be changed to be either a checking or a savings 

account . 
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Page3 
House Industry, Business and Labor Committee 
Bill/Reeolution Number HB 1232 
Hearin& Date 1/27/03 

Rep. FroNdl: If we change "shall'' to "may• in line 9 it would allow a landlord do one or the 

other. 

Rep. Bolda: So the amendment will change the "shall'' to "may' and we'll index the rate of 

interest to a federal treasury note. 

Committee work was concluded• for today. 
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2003 HOUSE STANDING COMMI1TEE MINUTES 

BILIJRESOLUTION NO, 1232 

House Industry, Business and Labor Committee 

CJ Conference Committee 

Hearing Date February l O, 2003 

-------------------------------Ta Number Side A Side D Meter# 
l X 1920-2640 

CommJttee Clerk Si 

Minutes:Cbalr KcJter= Opened discussion on ff 232. Discussed amendments handed out by 

Rep. Dosch. Keeps money in insured account. Money can be in savings or checking accowit. No 

longer requires account to be establish solely for security deposit. Skirts the it1terest rate issue. 

Rep. Klein moved to adopt amendment,. Seconded by Rep. Zaiser. 

Rep. Severson moved to recommend DP as amended. Seconded by Rep.Klt'lin 

Vote: li Yet Jl No l Abtent •r·d not voting Carrier: DOHh 
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30408.0101 
Tltle.0200 

BOUSE 

~ by lhe Industry, Buslneas and Labor i f'---1, . .-2. 
Committee l }I ~ 

February 10, 2003 ;J.. 

AMENDMENTS TO HOUSE BILL NO. 1232 1IL 2-12-03 

Page 1, Hne 9, remove the overstrike over "fle,ee4t the Meney ,,. a feaeraHy IMur-• 

Page 1, llne 1 ~• remov~ the overstrike over "Mta,eet hNfll"f ~ er", after •,_.eieelt" 
Insert ~ , and remove the overstrike over "aeee-. 

Page 1, llne 11, rttmove "hold the money" and remo·1e • ~e interest on the deposit 11• 

Page 1, line 12, remove "deemed to be a simple noncomgounded Interest rate of thretnlmlllf 
per 111num" 

Renumber accordingly 

Page No. 1 30406.0101 
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Date: 2/ 10/03 
Roll Call Vote #: I 

2003 HOUSE ST ANDING COMM11TEE ROLL CALL VOTES 
BILL/RESOLUTION NO. \•).'b2. 

House INDUSTRY BUSINESS & LABOR 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Committee 

Motion Made By _&......,,.;.;;;.~~':;...;;;.011.;__ ___ Seconded By klUn ____;_.....;;;;,_.;__,:_ __ ~~-
ReDresent1dve1 Ye1 No Reornentatlve1 Yea No 

Chainnan Keis« V Boe \/ 
Vice-Chair Severson ✓ Ekstrom V 
Dosdl ✓ Thorpe ✓ 
Froseth v Zaiser ✓ 
Johnson ✓ 
ll'•---·- ✓ 
Klein ✓ 
Nottestad v 
Ruby ✓ 
1'ieman v 

Total 

Absent 

(Yes) _.._.., l}..1-____ No __ ......;O~-----

FJoor Assignment 

If the vote is on a11 amendment, briefly indicate intent: 

',•/•;1;;.'1 I ' : (\.t.\ l:J., ,) 

-- :.<~:::·iit:~~~;.1L. 
The 1lorotriphto INtff on tht• ftl• are atCUf'1t1 repr_ocb)tfon1 of rtcordl dtLtvtrld to Modern lnfo,...tton IYlt ... for ■to~tlllltN'H J 
..... fflllitd h, tht .._..ul•r oourae of but1ntH, Th• photoorephto procH1 111ttt1 1tll'lderdt of th• AMertoan N1tton1l tttndarde 1netttut1 , 
(ANSI) for 'irchfval mtcrofHM. NOTICEI If the fHIMd t•o• .-V• h ltH lttfblt than tht• Notfce, ft f• dul to th• quelftV of tht --

doc\Mnt bth,o ff lMtd, t'-1.t-,.... ~ \~ 1:)<-L ~ JC>Ql-~\i~ 16\pjD3, 
operator'• 1Tgn1ture - Datt 
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RIPOAT OF' STANDING COMMITTEE (410) 
Pebruary 12, 2003 1:21 Lffl. 

Module No: HR-27•2311 
Caniln Dolch 

Ina.rt LC: 30408.0101 Tltlez .0200 

RIPORT OF STANDING COMMnT!I! 
HI 1232: lnduatry, lualnNI and Labor CommlttN (Rep.~_,, Chairman) 

recommends AMENDMINTI Al FOLLOWS and when so amended, recommends 
DO PAIS (14 YEAS, 0 NAYS, 0ABSENT AND NOT VOTING), HB 1232 was placed 
on the Sixth order on the catendar. 

Page 1, Hne 9, remove the overstrike over • 8e19111t the ,,,.,.ey 1 .. 1 felleMII)' lnew,o.t• 

Page 1, tine 10, remove the overstrike over ••,_ lleartPII N~PIII ,,-, after •,aealleek• 
Insert •checldn,g•, and remove the overstrike over •aeeeu..r 

Page 1, tine 11, remove •hofd the mofllt and remove •, The Interest on the de;oaJt 1,• 
Page 1, tine 12, remove •deemed to be a simple noncompounded Interest rate of three percent 

perannum 11 

Renumber accordingly 

(2) DESK, (3) COMM Page No. 1 
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2003 SENATE STANDING COMMITIEE MINUTES 

BILl/RBSOLUTION NO, 1232 

Senate Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date 03-05-03 

T Number Side A SideB Meter# 
1 XXX 5200-end 
1 XXX 0-636 ...,_. ______ ..,._. ______ --+---------t~-------t 

Committee Clerk Si 

I 

Minutes:Chairman Mutch opened the hearing on HB 1232. All Senators were present. o HB 1232 relates to security deposits for the lease of real property or a dweUing. 

Testimony In ,upport of HD 1232 

Repreaentatlvt Andrew Maragos introduced the bill. He read the testimony of Thomas Wentz 

Jr, of Minot. See attached. 

Rocky Gordo11t property owner in Bismarck, spoke in support of the hilt. He is a member of the 

North Dakota Apartment Association. 

Senator E1peprd: How do you compute a tenants deposit return. after five years? 

Rocky Gordon: We figure the interest and write a check out after we transfer the funds from a 

separate account, which is really an extra step that fo not needed. 

Senator Heitkamp: Do you ever just give the deposit back? 

Rocky Gordon:Not because ifwe do it for one tenant, we have to do it for alt of them. It 

wouldn't be fair to the other tenants. 
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Page2 
Senate Industry, Business and Labor Committee 
Bill/Resolution Number 1232 
Hearing Date 03-05..03 

Th•rt w., 110 oppoaltlon. 

Htaria1 wu eloted. 

Senator Kreblbaeb moved a DO PASS. Senator Netlwlg teeonded. 

Roll Call Vote: 7 yee. 0 ao. 0 ableat 

Carrier: Senator Krebtbach 
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Date:'3-o6-0~ 
Roll Call Vote #: / 

2003 SENATE ST ANDING COMMrITEE ROLL CALL VOTES 
BILIJRESOLUTION NO. 

Senate 

0 Check here for Conference Committee 

Legislative Co~~ent Numba: 

A~ooTu~ \)O~_JU.~--1..:~~fh~~--------------
Modon Made By ~bACk. Seconded By ~,tt,~ 

/] 

Senaton Ye1 No Senatort Y• No 
Sen. Matela. Chairman X 
Sen. ir~ Vice Chalrnwa )C 
Sen. Krebtbaela ~~ 
Sen. N_ .MA .~-
Sen.a -- >(, 
Sea.Even ~ 
Sen. Et.' .. )( . I .. 

Total (Yes) __ :]_.__ ______ No i..O"""'------------
Absent ....:QL,.t! ______________________ _ 

Floor Assignment f(rtb5htu}j 
If the vote is on an amettdment. briefly indicate intent: 

TM Mfcrotr9'hfo f ..... on thf • ffl• 1r1 aecur1t1 l'ept"-.tctfon1 of rteorct. •lfwrtd to Modern rnfol'Mltfon lytt .. fol" MfcrofflMtn, n 
Wll't fUIIIW-h, tht ......i1r COUf'lt Of butf nu1. Th• phototrlpf,f c pt'OCHI IIMtl ltlndlrdl o, the AMtrfc1n N1tfonel ttandtrdl lnttftut• 
(AMII) lor·1rchfval 111fcroffl111. NOTICE, If tht ftllllld ..... ~ 11 lHI leotblt thin tht• Notfct, ft •• dut to tht quelftv of the 
- bttng fttllld, ~ ~ 

'I),,,, ~ ~ \ S!-103 
qoor1tor•1 I~~ a Dito 
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Rl!POFIT 0, STANDING COMMITl'II! (410) 
lllroh I, 2003 2:41 p.m. 

Rl!PORT OF STANDING COMMITTII! 

Module No: 8'"8 .... 
Canilr: krebebloh 
lnNl't LC: • TIiie: • 

HI 1232, • engto111d: lnduetry, lluelMN and Labor CommlttN (Sen. Mutch, 
Chairman) recommends DO PAIS (7 YEAS, 0 NAYS, 0 ABSENT AND NOT 
VOTING). Engrossed HB 1232 was placed on the Fourteenth order on the calenrlar. 
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House Bfll 1232 
Written Statement In Support 
By; Thomas A Wentz Jr Minot 

My name is Tom Wentz Jr. I reside In Minot at 1334 Hiawatha St. I am a Vice President 
and General Coll1sel for Investors Real Estate Trust, or tRET. IRET Is a Real Estate 
Investment Trust baaed In Minot and fOlM"ldad ln1970. The company Is pti>:lcly traded on 
the Naadaq National Market. IRET oorrantty oonduct8 real estate aotivltles In 13 slataa, 
Inducing North Dakota. In North Dakota, IRET owns and operates over 2500 apartment 
units throughout the state. On any~ day, tRET ts holding approximately $900,000.00 
cl security deposits related to Its apastment U'lits In North Dakota. 

As a realdenlial lanclord, IRET Is ld)ject to the CtJTent 88Cllity deposit statLa requmg all 
resldantiaJ aect.rity deposits be held by the lardord In a federally lnued savings aooou,t 
88 weU 88 pay Interest on the securfty daposM equal to a passbook saw,gs rate.House BIN 
1232 modffes this requirement to aHow the tandlord to drectly hold the securfty deposit for 
the benefit cl the tenant and sets the rate cl Interest. 

I am appearing before the committee today to urge a 11Do Pass• recommendation tor HB 
1232 from this committee and answer any questions the committee may have. My 
recommendation Is based on the following reasons: 

1) The CU18f1t law creates acmiristrattve and aCXX>Unting tudens fa large lanclords. In order 
for IRET to comply with the current law, securfty deposits must be distributed among 
different flnanclal Institutions in $90,000 chunks due to the $100,000 FDIC depositor Nmft. 
This resuls In the IRET accounting staff tracking and malntalring at least a dozen adcltional 
passbook or savings accounts. Addttionally, tRET has yet to find a federally Insured 
passbook « savings accou,t that provides check writing. As a resutt. In order to retun a 
security deposit, IRET must first withdraw the security deposit from the appllcabfe 8CCOll1t 
lnctudfng any Interest earned, then deposit the money into IRET's operating checking 
acoount. Each security deposit must be tracked according to the accoLllt It was deposited 
Irie otiginaly since the rate c:A irterest paid by eadl federally lnstred ftnardal Institution Is not 
unrorm, but varies. In fact, not ony does the rate vary between finanaal institutions, blithe 
rate of Interest paid adjusts monthly or In some cases mc,re frequentty. Such adjustments 
create an additional 80C0Ulting burdens by requiring a landford to track and appl' ' +hese 
Interest rate changes. 

2) Current North Dakota law Is dfferent from the law In suroundtng states. tRET currently 
owns and operates apartments In Minnesota, South Dakota and Montana. Unlike North 

\ Dakota, these ttwee states do not require a landlord to deposit a tenant's securtty deposit 
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House 81111232 
Written Statement In Sl4)p01t 
By: Thomas A Wentz Jr Minot 

Into a federally ln&ll'ed acxxxJnt solely for 88CU'ily deposjts. In fact, with the exception cl 
Minnoeota, neMtw &uh Dakota or Montana reqta"e the landlord to pay interest on the 
aecu1ty depoal This difference reqt.ires tAET to operate and malntaul a completely 
aeparate aecu1ty dapomt 80COll1ting system for Its operations In North Dakota. 

3. Changing the law creates no adcitionaj risk to a tann's tBUtty depoal While there may 
be good intenllons behind the curent recprement, theea do not outweigh the negative 
business Impact&. OWN- the years, most states haw modified residantial aecu1ty deposit 
statallBs to remove the separate federally lnsu'ad 8000ll'lt requirement as well as the 
payment cl ~- Ccmparad to olher North Dakota industries, this is the only business 
adMly In North Dakota for which I could find such a requrement. A runber fl other 
tnc1lllriel are statdOrily allowed to collect secuty daposb with no correspordng 
requirement that the depoatt be held In an lrurest bearing federally insll'ed 8000ll1t aote,y 
for sucn depoatls. I.e. Ldty companies. vehicle leases, and rental cars. Whelher held In a 
aeparate 80COlllt or as a gaewal ctJUgatlon cl the lanclord, a aecu1ty depoatt legaly Is 1111 
considered the property d the terant and Is required to be treated as such by any COlJ't of 
law or~OOLrt. 

Based on the reasons outlined above, I request the committee give HB 1232 a do pass 
recommendation. 
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House BIii 1232 
Written Statement In Support 
By: Thomae A. Wentz, Jr., Minot 
Lobby# 282 for 2002-2003 . 

First, I apologize for not appearing personally before the committee. but a prior schedule 
commitment made my attendance Impossible. I am Vice Prealdent and General Counsel 
for Investors Real Estate Trust, or IRET. IRET Is a Real Estate Investment Trust based 
In Minot and fo••nded In ·; il70. The company la publicly traded on the Nasdaq National 
Market. IRET currently conducts real estate actlvffleI In 13 states, Including North 
Dakota. In North Dakota. IRET owns and operate• over 2500 apartment unite 
throughout the state. On any given day. IRET la holding approximately $900,000.00 of 
security deposits related to Its apartment units In North Dakota. 

Al a residential landlord, IRET Is eLd)ject to the current security deposit statute requiring 
all reskfentlal security deposits be held by the landlord In a federally Insured uvfnga 
account as well as pay Interest on the security deposit equal to a passbook uvfnga 
rate. House BIii 1232 modifies this requirement to allow the landlord to directly hold the 
aecurtty deposit for the benefit of the tenant and sets the rate of Interest. 

I am submitting written testimony to the committee tn support of a -00 Pa•" 
recommendation for HB 1232 as amended. My recommendation Is based on the 
following reasons: 

1. The current law creates administrative and accounting burdens for large 
landlords. IRET has yet to find a federally Insured passbook or savings account 
that provides check writing. As a result, In order to retum a security deposit, 
IRET must first withdraw the security deposit from the applicable account 
Including any Interest eamed, and then deposit the money Into IRET's operating 
checking account. 

2. Current North Dakota law Is different from the law In surrounding states. IRET 
cu"entty owns and operates apartments In Minnesota, South Dakota and 
Montana. Unlike North Dakota, these three states do not require a landlord to 
deposit a tenant's security deposit Into an account solely for security deposits. In 
fact, with the exception of Minnesota, neither South Dakota or Montana requires 
the landlord to pay Interest on the security deposit. This difference requfres IRET 
to operate and maintain a completely separate security deposit accounting 
system for Its operations In North Dakota, 
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3. Changing the law creates no addlttonal risk to a tenant's seourtty deposit. White 
there may be good Intentions beh,nd the current requirement, these do not 
outweigh the negative business Impacts. over the years, most states have 
modified residential security deposit statutes to remove the separate account 
requirement. Compared to other North Dakota Industries, this Is the only 
business activity In North Dakota for which I could find such a requirement. A 
number of other Industries are statutorily allowed to collect security deposits with 
no corresponding requirement that the deposit be held In an account solely for 
such deposits, I.e. utility companies, vehicle leases, and rental cars. Whether 
held In a separate account or as a general obllgatlon of the landlord, a security 
deposit legally is stlll considered the property of the tenant and Is required to be 
treated as such by any court of law or bankruptcy court. 

Based on the reasons outlined above, I request the committee give HB 1232 a do paas 
recommendation. Thank you for your tfme. 
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