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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. 3016
Joint Constitutional Revision Committee

Q Conference Committee

Hearing Date January 29, 2003
Tape Number Side A Side B Meter #
1 X 1267-end
1 X 344-3709
Committee Clerk Signature 8&46 ,L}CCAJ ?x}ﬁl,u./\,
/!
Minutes:CHAIR KRETSCHMAR Opened hearing on HCR 3016

Rep. Dosch: Supports with written tcstimony

Rep. Eckre: Most people read the newspaper. Isn’t that enough? Will pecple not see the
numbers there? Rep. Dosch noted that many numbers are printed and people do not know what
to believe. This would be like the process the Legislature goes through with fiscal notes. Rep.
Eckre then noted that fiscal notes are not always accurate. Rep. Dosch said that if a note is not
accurate, the appropriation is still what the note says, If the bill costs more, the Legislature still
only appropriates what is in the fiscal note.

Rep. Maragos questioned Rep. Dosch’s testimony that the lottery will only bring in $5-6M in
revenue. That is not a figure anyone will know. Rep. Maragos asked how we can prepare a fiscal

note if we do not know the revenues. Rhetorically, Rep. Dosch asked if all fiscal notes are not

then worthless.,
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Page 2
Joint Constitutional Revision Committee
Bill/Resolution Number 3016

N Hearing Date January 29, 2003

Rep. Winrich: How do you provide a fiscal note where there are huge disparities? Someone
may say one figure and another agency will say another. Rep. Dosch said that they need to have
a process like the Legislature uses where they would go back to the agency for clarification. Rep.
Dosch stressed that the number uas to be the final budget number, not just an open-ended
amount. We owe it to the citizens to give them the information. Rep. Winrich then noted that
someone in the legislature is responsible for fiscal notes as far as validity, No one is responsible

with this resolution. Rep. Dosch said he would not be opposed to an amendment so an interim

committee looks at fiscal notes.

e U

Rep, Winrich said Rep. Dosch made a good case for the necessity of good information, but there

are other aspects the public needs to know too. We rely on the 1st Amendment and the press to

™ ARG N 0

give the public that information. Why can’t we rely on the press for the fiscal information. Rep.

O

Dosch said that the power of the initiated measure was given to the people, which gave them the

T e SR e

ability to vote something into law, The number will give them something they can rely on.

Sen, Mutch: Stated there used to be a pamphlet sent out by the Secretary of States’s office that

| published the explanation of the measure. The Legislature voted years ago to get rid of the

1
!
!
!
)
5

pamphlet. He has heard people want it back.

Rep. Maragos: With initiated measures, if they pass, they would be law for seven years and the
Legislature would have to fund it and find a way to do so. If the citizens thought they had made a
mistake, they could change their own referral, Rep. Dosch wondered why should we even go
there, Why niot give them the information up front so we don’t have to redo the measure? Rep.
Maragos said the assumption is that people wouldn’t vote the same way if a fiscal note was put

on the ballot. Rep. Dosch said that many people think the initiated measures are a good idea, but
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Page 3
Joint Constitutional Revision Commiittee
Bill/Resolution Number 3016

/-\ Hearing Date January 29, 2003

some citizens who do not know the fiscal impact won’t vote for it. Fiscal notes could make the
vote go either way. It’s easy to say no when you don’t know.

Rep. Maragos: Most citizens who have seen 3016 see it as another hurdle because now they
have to get a fiscal note. Rep. Dosch said nothing would change. They would still need to get
signatures, but then the state would do the fiscal note. It’s frustrating to vote when you don’t
know the cost.

Rep. Eckre: Will this tell where the money is coming from? Rep. Dosch said it will not.

Sen. Nichols: Does not think the fiscal note tells the whole story. In regards to the lottery, we
can’t estimate financial benefit to ND. Can we really give them a good fiscal impression if there

are uncertainties? Rep. Dosch said that he hopes they would be accurate.

ﬁ Sen. Dever: Regarding the question to impede the process of our citizens, had the youth
|

initiative had a fiscal note, he may have voted for it. You are asking the citizens to make a major
budget decision outside of the context of the budget.

Rep. Maragos: Opposed to the resolution because constitutionally, the Legislature has to
balance the budget. The people are not held by the Constitution. Sen. Dever said that he agrees,
but it is an insult to the people. The numbers on the Youth Initiative quoted so many different
numbers. This would at least give a base point.

Rep. Winrich: Wanted to know if Sen. Dever’s concern is that an initiated measure might
create a problem without budgetary knowledge. Sen. Dever said that responsibility lies with the
Legislature to find the room. Rep. Winrich then asked about if they pass a tax increase and it is
referred to the people. Should there be a requirement ot which budget should be cut to provide

the money for the new program? Sen, Dever said that you know where the money is coming
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Joint Constitutional Revision Committee
Bill/Resolution Number 3016

Hearing Date January 29, 2003

from on a referral. Rep. Winrich said that it seems Sen. Dever wants to impose limitations on the
initiated measure process, but not a corresponding imposition on the referral process. Sen. Dever
reminded the committee that this resolution is only on the measure process.

K.W, Simms (retired media): This is a proposition to squander tax payers’ money on the
agencies. Sees this fiscal note idea as something out of OMB. This resolution is a slam on the
press in ND,

Roger Johnson (Chair of the Youth Initiative Committee): Opposed with written testimony.
Sen, Krebsbach: In response to the referendum, they go through the legislative process and any
fiscal information is known already.

Mark Sitz (ND Farmers Union): Opposed. Initiated measures are an important part of the
democracy. They do not want to see the process become inhibited and complex. Information is
power, but the information needs to be accurate. Fiscal notes are not always accurate,

Russell Odegard: Has been involved with many referrals and initiated measures. This resolution
is not necessary. Can we trust the agencies to give accurate fiscal notes? If it passes, they should
only get 20 working days to do it. What recourse is there with one fiscal note? If you do not like
it, yo't can not get another one like the Legislature can.

Robert Bolenske: Worked on measures in the past. It is not easy and no additional burdens
should be put on the people. The resolution is deficient in time requirements. Who controls the
agency? Who is responsible to be held accountable?

Joni Rahrich: Worked on measures and not once has anyone asked the fiscal impact. No time
mentioned, yet the requirements of the measures are restricted. Does not like how the language

changes “shalls” to “musts,” Constitution is set up for public interest.
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Page 5
Joint Constitutional Revision Committee
Bill/Resolution Number 3016 I
Hearing Date January 29, 2003 '

Ralph Muecke: This resolution makes referrals and measures even harder. This is an attack on

the process.

Glenn Baltrusch: Opposes with written testimony.
Corey Fong (Asst. Sec. of State): Neutral. This resolution has no affiliation with the Secretary

of State’s office and he would be available for technical questions.

Chair Kretschmar Closed hearing on HCR 3016.
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. HCR 3016
Senate Joint Constitutional Revision Committee
Q Conference Committee

Hearing Date 02-05-03

Tape Number Side A Side B Meter #
1 X 103-297
Vi |
Committee Clerk Signature // Mu—‘/ A 'L/ - ;
Minutes: ‘

SENATOR TOLLEFSON opened discussion on HCR 3016.

R

REPRESENTATIVE KRETSCHMAR [ agree with all of the opponents of this bill, I am not

an expert on how to get an initiated measure on the ballot. There is a difficulty of estimating

Fiscal Notes.

Representative Winrich moved a DO NOT PASS. Seconded by Representative

Kretschmar,

Roll Call Vote: 9 YES. 0 NO. 1 Absent.
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REPORT OF STANDING COMMITTEE

HCR 3016: Joint Constitutional Revision Committea (Rep. Kretschmar, Chalrman)
recommends DO NOT PASS (9 YEAS, 0NAYS, 1 ABSENT AND NOT VOTING).

HCR 3016 was placed on the Eleventh order on the calendar.
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Ll HCR 3016
Joint Constitutional Revision
Chairmau Kretschmar
January 29, 2003 3:20pm

CHAIRMAN KRETSCHMAR, MEMBERS OF THE JOINT CONSTITUTIONAL REVISION
COMMITTEE, FOR THE RECORD MY NAME 1S MARK DOSCH DISTRICT 32 SOUTH

BISMARCK,

I COME BEFORE YOU TODAY TO ASK YOUR SUPPORT FOR HCR 3016. THE
PURPOSE OF THIS BILL IS TO REQUIRES AN ANALYSIS OF THE FISCAL IMPACT OF
AN INITIATIVE MEASURE, AND REQUIRE DISCLOSURE IN THE BALLOT TITLE FOR
THE MEASURE OF A FISCAL IMPACT OF ONE MILLION DOLLARS OR MORE,

WHY IS THIS SO IMPORTANT? MEMBERS OF THE COMMITTEE, 1 WOULD LIKE TO
TAKE JUST A MOMENT TO REVIEW THE IMPACT OF AN INITIATED MEASURE.
FIRST IT IS IMPORTANT TO UNDERSTAND THAT UPON THE PASSING OF AN
INITIATED MEASURE BY THE PEOPLE, THE MEASURE THEN BECOMES LAW, AND
REMAINS IN EFFECT FOR A PERIOD OF 7 YEARS. IN ADDITION, THE FUNDING OF
| THE MEASURE ALSO BECOMES A MANDATE. THE LEGISLATURE IS REQUIRED TO
: ﬁ FUND THE MEASURE REGARDLESS OF THE FINANCIAL CONDITION OF THE STATE,
. -w«! T REQUIRES FUNDING BEFORE ANY OTHER OF THE STATES BUDGETS. BEFORE
EDUCATION, BEFORE HUMAN SERVICES, BEFORE COMMERCE, BEFORE THE
SALARIES OF OUR STATE EMPLOYEES, IT IS FUNDED FIRST, EVERYTHING ELSE IS
| SECONDARY. IT IS FUNDED IN FULL, NOT SUBJECT TO ANY REDUCTIONS,

~ THIS POWER MUST BE UNDERSTOOD, AND RESPECTED, AND PROTECTED FROM

; THOSE WHO SEEK TO USE IT’S POWER FOR PERSONAL OR POLITICAL G+ ™, THIS

IS WHY I FEEL EDUCATING THE PEOPLE OF ND IS SO CRITICAL WHEN INITIATED

7 MEASURES ARE BEING CONSIDERED. KNOWLEDGE IS POWER. THIS RESOLUTION
IS BEING INTRODUCED TO HELP ASSURE THE PEOPLE ARE BEING EDUCATED
WITH THE PROPER KNOWLEDGE SO AS TO EMPOWER THEM TO MAKE AN

INFORMED DECISION.

MR, CHAIRMAN AND MEMBERS OF THE COMMITTEE, WHO HERE WOULD GO OUT
AND PURCHASE A HOME, WITHOUT ASKING THE PRICE? WHO HERE WOULD GO
OUT AND PURCHASE A NEW CAR WITHOUT LOOKING AT THE STICKER? OR WHO
HERE WOULD EVEN PURCHASE A NEW SUITE OR THAT NEW DRESS, WITHOUT
FLIPPING OVER THAT TAG TO SEE THE PRICE? 1 BELIEVE WE ALL WOULD ASK
THE PRICE, LOOK AT THAT STICKER, OR TURN OVER TXIAT TAG TO DETERMINE
THE PRICE BEFORE WE WOULD MAKE A PURCHASE, YET WHEN IT COMES TO OUR
INITIATED MEASURES, WE ARE ASKING THE CITIZENS TO MAKE THAT PURCHASE
( WITHOUT KNOWING THE PRICE, TO VOTE FOR AN INITIATED MEASURE WITHOUT
i DISCLOSING THE PRICE. WHEN TENS OF MILLIONS OF DOLLARS CAN BE AT

o
o

‘
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STAKE, WE ARE ASKING OUR CITIZENS TO MAKE A DECISION, THAT NOT ONLY
COULD SUBSTANTIALLY EFFECT THEM ECONOMICALLY BUT A DECISION THAT
WILL STAND FOR THE NEXT 7 YEARS,

WE ALL KNOW THE BUDGET CRUNCH WE ARE NOW FACING. CAN YOU IMAGINE
IF THE RECENT INITIATED MEASURE WOULD HAVE PASSED, RESULTING IN
ANOTHER 50 SOME MILLION WE WOULD NOW HAVE TO BE COVERING IN OUR

BUDGET.

THIS BILL, MEMBERS OF THE COMMITTEE ASKS FOR SIMPLE DISCLOSURE.
PEOPLE HAVE THE RIGHT TO KNOW THE FINANCIAL IMPACT THEIR ACTIONS
WILL HAVE ON THFE STATE. DO WE AS A LEGISLATIVE BODY PASS ANY LAWS
THAT WILL HAVE AN ECONOMIC IMPACT WITH OUT A REQUIRING A FISCAL
NOTE? ABSOLUTELY NOT. YET WE ARE DOING IT NOW WITH OUR INITIATED

MEASURES.

THERE ARE SOME THAT WOULD SAY THAT A FISCAL NOTE WOULD IMPEDE THE
PROCESS. IS REQUIRING DISCLOSURE IMPEDING THE PROCESS? IS INFORMING
PEOPLE OF A 1 MILLION DOLLAR PLUS ECONOMIC IMPACT IMPEDING THE
PROCESS? REMEMBER KNOWLEDGE IS POWER, I WOULD BE VERY SKEPTICAL OF
ANYONE WHO DOES NOT WANT A WELL INFORMED CITIZEN.

WE CAN ALSO LOOK AT THIS FROM ANOTHER ANGLE. FROM THE REVENUE SIDE.
SEVERAL WEEKS AGO WHILE TALKING TO AN INDIVIDUAL HE COMMENTED
“WHAT’S ALL THE CONCERN ABOUT THE BUDGET. WE PASSED THE LOTTERY
DIDN'T WE, THAT SHOULD BRING IN ABOUT 60 MILLION DOLLARS”. SIXTY
MILLION I SAID. THAT WAS MAYBE GROSS REVENUE BUT CERTAINLY NOT NET.
IT'S MORE LIKE § OR 6 MILLION I SAID, HE WAS SHOCKED. “I NEVER WOULD
HAVE VOTED FOR IT IF THAT’S ALL IT’S GOING TO GENERATE”,

ONCE AGAIN COMMITTEE MEMBERS. DISCLOSE TO THE PEOPLE IS WHAT THIS
BILL IS ALL ABOUT. GIVING PEOPLE INFORMATION THEY NEED TO MAKE AN
INFORMED DECISION IS WHAT THIS BILL IS ABOUT.

INFORMATION IS KNOWLEDGE AND KNOWLEDGE IS POWER. PLEASE SUPPORT
THIS BILL AND GIVE THE CITIZENS OF ND THE POWER TO MAKE AN INFORMED

DECISION,
THANK YOU.
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HOUSE CONCURRENT RESOLUTION NO. 30!6
TESTIMONY REFORE THE JOINT CONSTITUTIONAL-
REVISION COMMITTEE
JANUARY 29, 003

My¢ Chairmen, Members of 1he Comm i Hee

My rname 's Blen B, Roaltrusch and a citizen and voler of
|[North Doketa, T stand before you today in opposition to
|| House Concurrent Resolulion No, 2016,

This resolution 15 a gross j:ervcrso‘on o an a.HcmF"}- +o

"ﬁ invalidate " Powers Reserved To The Peeple ” as mandated

in secHeon 1 of Article I oF +he Constitution o€ North
Dakota, Sectlon 1 states 1+ Pou-l- N e Fhe ch):’a re -

serve +he power +o propose and enact laws by +he
M:—I—_)a"';v\:) “ . T# also states in Pou""“ oo o propose and
adept constitutional amend ments by +he initiative; ”
and states N This article |5 self-executing and all of
1hs Provis:'ons are Mamcia}or)o. Laws may be enacted +o

[Facilitate and safequard, but net 4o hamper, resirich

[/

or 5mpa‘nr +hege powers,

HWhat s +his Leﬁis\o&n‘ve bod)/ don'nj with +his pro -

"y j?osec& omendwment 7

I find 1+ mmest unfortunate -H‘\a."‘ Whad s —ln\e.\‘hg Pla_r.e_
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ARTICLE ll
POWERS RESERVED TO THE PEOPLE

Section 1. While the legislative power of this state shall be vested In a leglslative
assembly conslsting of a senate and a house of representatives, the people reserve the power to
propose and enact laws by the Initiative, Including the call for a constitutional conventlon; to
approve or reject legislative Acts, or parts thereof, by the referendum; to propose and adopt
constitutional amendments by the initiative; and to recall certaln elected officials. This article is
self-executing and ail of its provisions are mandatory. lLaws may be enacted to facllitate and
safeguard, but not to hamper, restrict, or impair these powers.

Section 2. A petition to Initiate or to refer @ measure shall be presentsd to the secretary
of state for approval as to form. A request for approval shall be presented over the names and
signatures of twenty-five or more electors as sponsors, one of whom shall be designated as
chairman of the sponsoring committee. The secretary of state shall approve the petition for
circulation If It Is In proper form and contains the names and addresses of the sponsors and the

full text of the measure.

Section 3. The petition shall be circulated only by electors. They shall swear thereon
that the electors who have ~'aned the petition did so in thelr presence. Each elector signing a
petition shall also write In the date of signing and his post-office address. No law shall be
enacted limiting the number of coples of a petition. The coples shall becorne part of the origina!

petition when filed.

Section 4. The petition may be submitted to the secretary of state if signed by electors
equal in number to two percent of the resident population of the state at the last federal decennlal

census.

' M\, Section 5. A Initiative petition shall be submitted not less than ninsty daye before the
statewide election at which the measure Is to be voted upon. A referendum petition may be
submitted only within ninety days after the filing of the measure with the secretary of state, The

submission of a petition shall suspend the operation of any measure enacled by the legislative

: assembly except emergency measures and appropriation measures for the support and
1 malntenance of state departments and institutions. The submission of a petition against one or
more items or parts of any measure shall riot prevent the remainder from going Into effect. A

referred measure may be voted upon at a statewide election or at a special election called by the

govemor,

Section 6. The secrelary of siate shall pass upon each petition, and if he finds it
insufficient, he shall notify the "committee for the petitioners” and allow twenty days for cormection
or amendment. All declsions of the secretary of state in regard to any such petition shall be
subject to review by the supreme court. But if the sufficlency of such patition is being reviewed et
the time the ballot is prepared, the secretary of state shall place the measure on the ballot and no
subsequent decislon shall Invalldate such measure If it is at such election approved by a majority
of the votes cast thereon. If proceedings are brought against any petition upon any ground, the
burden of proof shall be upon the party attacking it.

Sectlon 7, Afl decislons of the secretary of state in the pelition process are subject o
review by the supreme court In the exercise of original jurisdiction, If his decision Is being
reviewed at the time the ballot Is prepared, he shall place the measure on the ballot and no court
action shall invalidate the measure if It is approved at the election by a majority of the votes cast

thereon.

Section 8. If a majority of votes cast upon an Inltiated or a referred measure are
affirmativa, it shall be deemed enacted. An inltiated or referred measure which Is approved shall
become law thirty days afier the election, and a referred measure which is refected shall be void
immediately. If conflicting measures are approved, the one receiving the highest number of
affirmative votes shall be law. A measure approved by the electors may not be repealed or
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amended by the legislative assembly for seven years from its effective date, except by a
two-thirds vote of the members elected to each house.

Sectlon 9. A constitutional amendment may be proposed by initiative petition. If signed
by electors equal in number to four percent of the resident population of the state at the last
federal decennial census, the petition may be submitted to the secretary of state. All other

provisions relating to Initlative measures apply hereto.

Section 10. Any elected officla! of the state, of any county or of any legisiative or county
commissloner district shall be subject to recall by petition of electors equal in number to
twenty-five percent of those who voted at the preceding general election for the office of govemor
in the state, county, or district In which the official is to be recalled.

The petition shall be filed with the official with whom a pelition for nomination to the office
In question Is flled, who shall call a speclal election if he finds the petition valid and sufficlent. No
elector may remove his name from a recall petition,

The name of the official to be recalied shall be placed on the ballot unless he resigns
within ten days after the filing of the petition. Other candidates for the office may be nominated in
a manner provided by law. When the election results have been officlally declared, the candidate
receiving the highest number of votes shall be deemed elected for the remainder of the term. No
official shall be sutjict twice to recall during the term for which he was elected.
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Testimony of Roger Johnson
House Concurrent Resolution No. 3016
House Constitutional Revision Committee

Prairie Room
January 29, 2003

Chairman Kretschmar and members of the House Constitutional Revision Committee, [ am
Roger Johnson, chairman of the Youth Investment Initiative Committee. I am here today in
opposition to HCR 3016, which requires a determination of the fiscal impact of an initiated

measure,

Preserving the people’s constitutional rights

Every piece of legislation introduced in this legislature should be in the best interest of our
citizens. Section 1. of the North Dakota Constitution gives the people the right to “propose and
enact laws by the initiative..,to approve or reject legislative Acts, or parts thereof, by the
referendum...and to propose and adopt constitutional amendments by the initiative.” That
section concludes with this statement: “Laws may be enacted to facilitate and safeguard, but not
to hamper, restrict, or impair these powers.” Clearly, it was the people’s intention for these

powers to be safegnarded.

[ can tell you from personal experience that placing an initiated measure on the ballot in the first
place is no easy task; nor should it be. However, if 13,000 people—roughly the population of

Williston—say they want the right to vote on an idea, we should not put roadblocks in their way.
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Unfortunately, that is what this resolution would do. I'have no doubt that people will shy away

from initiating measures if they believe the main focus of a measure will be on its cost and not its
merits. Of course, we all recognize that most ideas have a price tag, During the campaign,
supporters and opponents of initiated measures have the opportunity to discuss the fiscal impact,

and they do.

The reason I am opposed to requiring the statement of fiscal impact in the ballot title is because it
is often difficult---indeed impossible at times---to accurately assess prospective costs. This was
precisely the case with HB 1492 (tax exemptions and credits for qualified investments in cities
that have established renaissance zones) during the 1999 legislative session. Three separate
fiscal notes were requested on 1/20/99, 2/21/99, and 3/26/99. All three responses .cepared by
the office of the State Tax Commissioner said, “The overall net impact of HB 1492 is unknown.,”
(Attachment 1) If this bill had instead been an initiated measure and if the bill before you today

were, in fact, the law of the land, what would appear in the ballot title?

Fiscal notes can vary greatly in accuracy

Since my most recent personal experience with initiated measures is the Youth Investment

Initiative, I will use it to illustrate the difficulty in obtaining reliable, accurate fiscal information.

As you may recall, the provisions of the Youth Investment Initiative were two-fold for
individuals under age thirty who lived and worked in North Dakota, The measure provided for

an income tax reduction of up to $1,000 per year and a student loan forgiveness of up to $1,000
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per year, both for five consecutive years. In this testimony, I will focus on the estimated cost of

the student loan reimbursement portion of the measure.

The Legislative Council asked the Bank of North Dakota to determine the cost of the student
loan reimbursement section of the measure. BND President Eric Hardmeyer said in his letter of
May 9, 2002, “...our assessment is that on an annual basis the impact to the state is
$24,350,000.” He went on to say, ‘““Our calculation is somewhat crude in that we do not
specifically measure some of the elements that are needed to make an accurate assessment.”
(Attachment 2) Mr. Hardmeyer’s analysis failed to account for graduation by those older than
age thirty, failed to consider whether borrowers were employed, and also failed to sufficiently

consider graduation rates for North Dakota colleges.

After considerable public discussion concerning the cost of the measure, Mr. Hardmeyer revised
his original assessment. In a September 23, 2002, letter to the Legislative Council, he said, “I
would estimate the fiscal impact to be in the range from $13 million to $20 million per year, and

a middle of the road estimate of $16.5 million.” (Attachment 3)

So, in the end, there were four estimates from the Bank of North Dakota: $24 million, $20
million, $16.5 million, and $13 million. Had this proposed process been in effect, the number
would have been $24 million, which may, in fact, have been as much as $11 million off the

mark, just in terms of BND estimates,
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Accurate, useful information for voters must be the goal

Recognizing that the voters were confused by conflicting cost estimates, I requested a fiscal
impact analysis of the student loan reimbursement portion of the measure from the Center on
Budget and Policy Priorities in Washington, DC. The Center’s total estimated annual cost for
student loan reimbursement was $7.5 million. (Attachment 4) The Center’s report discusses in

some depth on pages 8 and 9 what it says are “significant flaws” in BND’s estimate of the fiscal

impact.

First, the Bank “does not take into account the possibility that many of its current borrowers
could be over thirty or not employed and therefore not eligible to claim the rebate...Second, the
Bark has provided no verifiable documentation of its estimate of its share of the North Dakota
student loan market. Finally, the Bank assumes that any student loan billing statement mailed to
a borrower at a North Dakota address represents a resident of the state. This seems like a
questionable assumption; many young people move frequently and use their parents’ addresses

as their mailing addresses—particularly for critical mail like student loan bills.”

This independent analysis reveals that BND’s fiscal note could have been in error by as much as

$16.5 million. Incorrect information on the ballot title of an initiated measure would be worse

than no information at all.

While it is good to consider the fiscal impact of an initiated measure, that alone should not
determine our acceptance or rejection of it. But even more importantly, accuracy of the numbers

used must somehow be assured. Such assurance is neither contemplated nor provided in this
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N resolution. Rather, the debate over these numbers more appropriately belongs in the public

arena,

Additional shortcomings of this resolution

While undoubtedly well-intentioned, this resolution has these three additional shortcomings:

e Why does it require a fiscal impact statement for initiated measures and not for
referendums?

e Why does it not include a provision for an independent, credible third party to verify the
fiscal impact statement?

N o Why doesn’t it require identification of the benefits of an initiated measure?

Chairman Kretschmar and committee members, I urge a do not pass on HCR 3016. Iwould be

happy to answer any questions you may have.,
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Attachment 1
FISCAL NOTE
aum original and 14 copies)
esolutionNo.: _HB 1492 Amendment to:
Requested by Legislative Council Date of Request: ____1/20/99

1. Please estimate the fiscal impact (in dollar amounts) of the above measure for state general or special funds, counties, cities, and
school districts. Please provide breakdowns, if appropriate, showing salaries and wages, operating expenses, equipment, or other
details to assist in the budget process. In a word processing format, add lines or space as needed or attach a supplemental sheet to
adequately address the fiscel impact of the measure.

Narrative: HB 1492 provides various tax exemptions and credits for qualified investments in cities that have established renaissance
zones. A portion of the revenue loss attributable to the tax exemption and credit provisions of the bill will be off set by economic
expansion in participating communities. The overall net impact of HB 1492 js unknown.

2, State fiscal effect in doliar amounts:

1997-99 Biennium 1999-2001 Biennfum 2001-03 Biennium
Genera] Fund Other Funds General Fund Other Funds Gene d Othe
| Revenues '
| Expendltures

3. What, if any, is the effect of this measure on the budget for your agency or departntent:
8. Forrest of 1997-99 biennium:
{Indicate the portion of this amount included in the 1999-2001 executive budget:)

“~N
- ) b,  For the 1999-2001 biennium:

(Indicate the portion of this amount included in the 1999-2001 executive budget:)
o.  Forthe 2001-03 biennium:

4. County, city, and school district fiscal effect in dollar amounts:
1997-99 Biennfum 1999-2001 Biennium 2001-03 Blennium

School School Sehool
Countles Citles Districts Counties Cities Districts Counties Clties Districts

o ——— . .

» ) . !
, . ‘/TR\. v
‘ , : 3/ )
Signed: M Vuwst 2 41'1!4:‘{3 471‘@’{\

-

If additional space is needed

attach a suppl=uental sheet, Typed Name: _____ Kathryn L. Strombeck
Department: _ Tax
Date Prepared: __Japuary 25,1999 Phone Number: ___328-3402

o =
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FISCAL NOTE
) m original and 14 copies) *
.'-TB)“i{UResolution No.: Amendment to: _HB 1492
Requested by Legislative Council Date of Request: ___2/12/99

I. Please estimate the fiscal impact (in dollar amounts) of the above measure for state general or special funds, counties, cities, and
school districts. Please provide breakdowns, if appropriate, showing salaries and wages, operating expenses, equipment, or other
details to assist in the budget process. In a word processing format, add lines or space as needed or attach a supplemental sheet to

adequately address the fiscal impact of the measure,

‘ Narrative: HB 1492 provides various tax exemptions and credits for qualified investments in cities that have established renaissance
! zones. A portion of the revenue loss attributable to the tax exemption and credit provisions of the bill will be off set by economic
expansion in participating communities. The overall net impact of HB 1492 is unknown. '

. 2. State fiscal effect in dollar amounts:
i 1997-99 Biennium 1999-2001 Biennium 2001-03 Blennium
: General Fund | Other Funds | GeneralFund | Other Funds | General Fund | Other Funds
| Revenues -
Expenditures

8.  For rest of 1997-99 biennium:

! ‘D b, Forthe 1999-2001 biennium:

o. Forthe 2001-03 biennium:

4. County, city, and school district fiscal effect in dollar amounts:

3. What, if any, is the effect of this measure on the budget for your agency or department:
L (Indicate the portion of this amount included in the 1999-2001 executive budget:)

CE (Indicate the portion of this amount included In the 1999-2001 executive budget:)

1997.99 Biennium 1999-2001 Blennlum 2001-03 Biennfum
School School Schoo}
Counties Citles Districts Counties Cities Districts Counties Cities Districts
/, ) Ty )
Signed: __ . b
If additionsl space is needed
attach a supplemental sheet, Typed Nawne: ______Kathyyn [, Strombeck
‘ Department: Tax
[i Date Prepared:__ February |5, 1999 Phonie Number, ___328-3402
i
1
f
!
!
e
.
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FISCAL NOTE
. jetum original and 14 copies)
Bill/ResolutionNo.: ______ Amendment to: _Eng HB 1492 o
Requested by Legislative Council : Date of Request: ____3-26-99

1. Flease estimate the fiscal impact (in dollar amounts) of the above measure for state general or special finds, counties, cities, and
school districts. Please provide breakdowns, if appropriate, showing salaries and wages, operating expenses, equipment, or other
details to assist in the budget process. In a word processing format, add lines or spuce as nceded or attach a supplemental sheet to
adequately address the fiscal impact of the measure,

Narrative: Engrossed HB 1492 as amended provides various tax exemptions and credits for qualified investments in cities that have
established renaissance zones. A portion of the revenue loss atiributable to the tax exemption and credit provisions of the bill will be
offset by economic expansion in participating communities, The overall net impact of HB 1492 is unknown.

2. State fiscal effect in dollar ampounts:
1997-99 Biennium 1999.2001 Blennium 2001-03 Biennium

General Fund Other Funds | General Fund Other Funds General Fund | Other Funds

i Revenues

j Expenditures

What, if any, is the effect of this measure on the budget for your agency or department:
a.  Forrest of 1997-99 biennium;

(Indicate the portion of this amount included in the 1999-2001 executive budget:)

b.  For the 1999-200] biennium:
! {(Indicate the portion of this amount included in the 1999-2001 executive budget:)

¢.  For the 2001-03 biennium: —

4. County, city, and school district fiscal effect in dollar amounts:
1997-99 Blennium 1999.2001 Biennium 2001-03 Biennium

School School School
Counties Citles Districts Counties Cltics Districts Counties Cities Districts

Signed: ey, LN sy N
If additional space is needed ‘
attach a supplemental sheet. Typed Name: _____ Kathryn L. Strombeck
Department: Tax
Date Prepared:___March 26, 1999 Phone Number: 328-3402
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| ‘- Attachment 2

BANK OF NORTH DAKOTA

May 9, 2002

MAY -

Mr. John Walstad D 2002

North Dakots Legisiative Counell

State Capitol, 800 East Boulavard

Blsmarcok, N3 88808-0360

Dear John:

Regarding your letter dated Aprii 26, 2002 requesting the fiscal effeot to the state

of aection 1 of the Initisted messure which relates to student loan reimbursement,

our aesessmanit s that on an annual basis the Impact to ths state is $24,350,000,

Qur caloulation Is lon'\ewh'ht crude In that wa do not specifioally measure somae of

the elements that are nesded to make an acourate assessmant, but let me walk you

through our caloulation, Bank of North Dakota has approximately 31,000

borrowers that are In repayment, and since BND does about 87% of the guaranty

volume In North Dakots, we estimate the total pool to bs about 46,000, Based on

zip code we astimate that approximatsly 68.3% of the 46,000 borrowers, or

27,000 resicle In ND and would be e!igible for the reimburssmaent, Further, at any

glven time our delinquanay psracntage runs at sbout 109, which would reduce the

pocl to 24,300 applioants. We have made ne provision for the under 30 years of

age feature asncoiated with the blll, '

Consequently, with 24,300 eligible applicants at $1,000 it will cost about

$24,300,000 per year In student loan raimbursament, pius administrative expense

of #50,000 totaling $24,350,000.

[f you have further queations, pleare contact e at 328-8674.

Singgraly,

Ay, /¥

Eric Hardmeyer

Presidant
700 EAST MAIN AVENUB, P.0. BOX 5509 — RISMARCK, NORTH DAKOTA 585088500
VBOOUTILINN  (pyqy TOLIBSE00 L TODN LSO vl YL00T g) AvkOO™

8
&*‘fiﬂ]i

Y {erofiiming and
: S o odarn Information Systems for m ute
(¢ inages on this f1ln are sccurate rsproductions of BCClo meeltt;v:::dndtaﬁ‘:s of the Amer!c?? :‘:té&@tos:;:d'mqwﬂo;tthe
m:.mﬁ'xm'm the reguler course of bus“rf”t'h Tfh"‘mt{ﬁ;pabo& is less legible then this Notice,
NOTICE" € :

hival miorofilm,
ottt being {1 e, ; N A IO (82 .
‘ "l'ﬁ N6 LT O pate

ons of records d

Nivm?;

Operator’d Signature



9%q

J03 CISNY)

'pawy |4 Buieq IUWNIOP
W 19AIYIIR
JeINBaJ 943 Uj PINY{} GJdM
uo sefBow) oydedBoJdju syl

"Wy} 040

14

9Jn3euUlLs B, J03040d0
TR/
p
Al
899U 61 40 98INOD

oAOqE oBeow) paui i} Y
'OJdO;‘NdNBO}Ol{d oYL

1301 LON

99 §O BUOJIINPOJdRY 939JN00B B8 W14 3443

199110N 8}H3 Ueyl 91q|Be) sse) 6
no;:auﬁ yq;‘ra sPJEPUDIS 830 8800

Nu

7777
oyy 03 enp 8} 3}
JOPURIE 10UOJI8

#In3jasul 8p.
pue Bujw) jpedd

Z9/

ayy 40 A3jend

|W 0} BWRIBAS UOYIRUNIOSUI WIGPO 03 POUBA}19P BP0

¥

P\

. “J
SILND serviced botrowers who are in repayment (est)

portion of NDGSLP's guaraniee volume which is serviced by'SLND (est)
NDGSLPbomMnamhmnt(ed)

perceniage of N;JGSLP borrowers which quaiify as graduates (assumed)
NDGSLP hormowers who have graduated and are in repayment (est)
NDGLSF's share of the total ND student los.1 volume (est)

student loan borrowers who are in repayment (est - all lenders)

SLND biling envelopes addressed {o zip code 58:xx (all ND)

student foan borrowers who are in repayment and raside in ND
(est - all landers)

borrowers who are not delinquent as of eoy (est)
borrowers who are not delinquent as of eoy (est)
average studenl loan reduction from the proposed mitiaied measure (est)

impaci of the payment leunbm'sami payments (annual est)
annual operafing cost increase to BND

one time costs for develcpment of system enhancements elc

31,000
67.00%

46,200
80.00%
37,000
80.00%

46,00C

58.30%

27,000

Cooao%

24,000

1.000

" $24,000,000

$40,000

$5,000

The proposed legislation specifies that the borrower must have graduated with at least a two year
degree in order ic qualify for the loan payment reimbursement benefit. The base numbers that {
started wilth wouid undoubtedly include some borrowers who did not meet those requirements
(i.e. either they did not graduate, or they went (o a proprietary school which does not issue a two
year degree). The legisiation talks about "accredited post secondary education institution™ but

does not define that term. 1 have assumed herem that 20% of SLND bomewers would be ex
y thefwoyeardegae orédunditetl_iinsﬁliﬂ_qﬁ:ramimmems. R A P Y
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(\/';ﬂlelag'sldionmqtiasmalﬂnbmmrmxstbagainfdyerﬁpo%ad at least 180 days In the year

a "nondelinquent student loan™, but does niot indicate if the borrower must remain current thioughout
the year, or must only be curent at the fne of the reanmbursement payment. In this version of the
The proposed legisiation has an age Emit of 30 years beyond which the borrower is not eligible for
the loan reduction bensfit. 1 have ignored this Emit herein because the majority of borrowers will -

delinquent &* y time during the year. The examples shown suggest that for every 5% change in
have atiained five years of repayment prior (o age 30.

caiculations | have assumed that the delinquency prohibition applies to borrowers who were
fotal delinquencies the payment reimbursement changes by $1 million per year.

who are not now employed ane not in repayment status and thus are not included herein. | haven't

anyway lo identify the impact of employment for 189 days and have not adjusted accordingly.
The legisiation limits eligibiiity for the loan payment reimbursement benefit to only repayment on

in order to qualify for the {oan payment reimbursement benefit. | have assumed that those borrowers
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September 23, 2002

Mr. John Walstad
North Dakota Legislative Council : Sl \
State Capitol, 600 East Boulevard i ;
Bismarck, ND 58506-0360 .

Dear John:

| submit to you a revised fiscal note for section one of the Initiated measure which
relates to student loan reimbursement. Please find enclosed worksheets detailing
the calculation.

In my earlier correspondsnce to you dated May 8, 2002, | made you aware that we
had made no allowance for the undar 30 years of age provision assoclated with this
bill. | chose not to put that feature in because | felt our information In this area
lacked the necessary integrity to give an accurate assessment. | still feel that way.
However; based on information provided by proponents of the initiative which
(’")‘ indicate that 82% would qualify, seems reasonable ancl is a number | am
g comfortable using. Consequently, | will use that in my calculation.

N e, s e+ ko e

Another area that has caused some controversy is the percentage of student loan
borrowers who received a two or four year degrea. This is not a specific item that
we measure at BND, however, in our earlier calculation to you we estimated this to
be about 80%. This Is not easily obtainable and requires some estimation for that
reason | will provide a range of 50% on the low side to 80% on the high side , our
earlier estimate.

With these changes | would estimate tha fiscal impact to be in a range from
$13 million to $20 milllon per year, and a middie of the road estimate of

$16.6 million.

Sincerely,

< [Z/d/\;&\/ .
| ic Hardmeyer
President

| C. John Hoeven, Governor
Ly Wayne Stenshjem, Attorney General
o \,aé;gr Johnson, Agricultural Commissioner

700 EAST MAIN AVENUE, P.O. BOX 5500 BISMARCK, NORTH DAKOTA 58506-5508
1-800:472-2).66 1:701: 328-5600 TDD: 1-800-€43-3916 www banknd.com
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YOUTH INITIATIVE CALCULATION

SLND serviced borrowers who are In repayment (est.) 31,000

Paortion of NDGSLP‘s guarantee volume which Is serviced by SLND (est.) 67.00%

NDGSLP borrowers who are in repayment (est.) 46,000

NDGSL.P's sharse of the total ND student loan volume (est.) 80.00%
Total situdents in repayment 58,000
. Percentage of borrowers which qualify as graduates (est.) 50.00% ‘
i[ Total ND borrowers who have graduated and are in repayment (est.) 29,000
; Percentage of graduates who are under 30 years of age (est.) 82.00% : 3

Student loan graduates under 30 years of age who aye in repayment
! (est. - all lenders) 24,000 j
‘ '/:DSLND billing envelopes addressed to zip codes H8xxx (all ND) 58.00% |

| J'“‘Student loan graduates who ars In repayment and reside in ND (est. - all ienders) 14,000

Graduates who are In repayment and not delinquent as of eoy (est.) 90.00% |

Graduates who are In repayment and not delinquent as of soy (est.) 13,000

Average student loan reduction from the proposed Initiated measure (est.) 1,000
impact of the payment reimbursement payments (annual est.) | $13,000,000

Annual operating cost Increase tv BND _ . $40,000

One time costs for development of systermn snhancements stc. . $5,000

TOTAL $13,045,000
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YOUTH INITIATIVE CALCULATION

SLND serviced borrowers who are In repayment (est.)

Portlon of NDGSLP's guarantes volume which Is serviced by SLND (est.)
NDGSLP borrowers who ara [n repayment (est.)

NDGSLP'’s share of the total ND student loan volume (est.)

Total students in repayment

Percentage of borrowers which quallfy as graduates (est.)

Total ND borrowers who have graduated and are In repayment (est.)
Percentage of graduates who are under 30 years of age (est.)

Student loan graduates under 30 years of age who are in repayment
(est. - all lenders)

f) SLND billing envelopes addressed to zip codes 58xxx (all ND)
Student loan graduates who are in repayment and reside In ND (est. - all lenders)
Graduates who are in repayment and not delinquent as of eoy (est.)
Graduates who are In repayment and not delinquent as of eoy (est.)
Average student loan reduction from the proposed initiated measure (est.)
Impact of the payment relinbursement payments (annual est.)
Annual operating cost increase to BND

One time costs for development of system enhancements etc.

TOTAL

31,000
617.00%
46,000
80.00%
58,000
65.00%
37,700
82.00%

31,000
58.00%

18,000

90.00%
16,000
1,000
$16,000,000
$40,000
$5,000

~ $16,045,000
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Attachment 4

‘ Seprember 20, 2002

Estimatihg the Cost of the Proposal to Relmburse Student Loan Payments by
Young, Empioyed Nerth Dakota Residents

An initiative measure that recently qualified for the November ballot in North Dakota
seeks to encourage young college and university graduates to remain in or return to the state to
work. If approved by the voters, the measure would establish a state program allowing college
and university graduates who both live and work in the state and ars under the age of 30 to
receive-up ‘o a $1000 annual reimbursement of their student loan costs for a period of up to five
years,' Tlis measurs would also provide a stats income tax credit of up to $1000 ennually for a
simlilar clavs of individuals.

Roger Johrson, Chairman of the North Dakota Youth Investment Initjative asked the
Center on Budget and Policy Priorities to develop an estimate of the anrnual cost to the state of
the student loan reimbursement portion of the meamte (hereafter refetred to as the “rebate”
provision). This is a “static” estimate. A static cost estimate does not seek to factor in any
effects on the state's costs that result from changes in behavior that occur in response to
economic incentives that may be created by the program. The proponents of the measure believe
that income tax reductions and direct reimburseinent of student loan payments could lead
additional young people to retnain in North Dakota after graduating from college there and/or
return to North Dakota after attending college in other states, or, even, perhaps move to North
Dakota for the first time after graduating from a university outside the state, To the extent that
the financial incentives contained in the measure produced such results, there could be a partial
offset to the direct costs of the rebates incurred by the state in the form of additiona) tax revenues
flowing from additional employment. However, performing & complets “dynamic cost analysis”
that factors in all potential economic effects of the measure is beyond the scope of this analysis,
Such a study would have to incorporate meny economic factors besides potantial changes in
North Dakota employment of recent university graduates, including, for example, how the net
costs to the state of the rebates would be financed. The assumptions required wouid be too
speculative to be vdlid. In sum, the following analysis is intended to be a technical, static cost
estimate of the rebate portion of the measure, It should not be interpreted as endorsing the ballot
measure or offering conclusions concerning its dynamic effeots,

| The Joans could be incurred in conmsction with two- and foursyear undergraduate programs as weil 2s graduate
degree programs in any aecredited postsecondary institution in or out of North Dakota, Additional eiigibility criteria
ars specifisd in the measure; most of them ara discussed below,

B R0

the micrographic images on this film are accurate reproductions of records delivared to Modern Information Systems for microfilming a

: {oan National Standards Institute
. Tha photographic process meets standards of the Amer ute
‘(‘xagl;“ig:da:";hm’:l.r:ngikét-%rficlmmaoﬂc?:wrfsiha funf:d tmg:hnbove {s Less legible than this Notiue, it {s due to the quality of

R Pl Ruolymel (0Le g2 o

Operator’d Signature

=X



e v o Priery. - 3. . . s

S T U,

—— T T b <}(‘

. GEP.20.2002  31S7PM

Table 1: Summary of Methodology

Average number of now, likely eligibls recipients graduating i
from NDUS institutions each year and still io ND and !
employéd one yeer post-praduation (“Employad in North ‘
Dakota Otily,” sum of uader 20 and 20-29 age groups, Table
9, NDUS tracking studies, average for 1994-1999 graduates) | 1983

Previous mumber divided by .9 to account for NDUS eatimate J
that it exnployed count reflects onty 90% of thoss actually +.9 2203

| enzployed .

Estimated number of graduates of ND private post-secondary
institutions (US Dept. of Ed, data for 1997-1999 graduates 01
averaged) —

Estitnath of new under-30 privats school graduates employed
{n ND one year post-gracustion (previous number times 33%,

- [

samo mtio of potential eligibles to total graduates in NDUS x .33 + 264

|_institutions averaged for 1994-99) _
Tota! innual addition to poal (graduates of public plus private
institations) 2467

Times 5, number of years worth of previons eligibls new
1"\ greduates that will reroin eligible for reimbursement in any

...... | given program year x5 12335
Adjustrhent for graduates Jacking srudent Joan debt (68% bave
such debt) x.68 8388
Adjustment for gradustes ineligibls due to loan delinquency
| (0% not delinguent) x.9 7549
‘Times §1000 per eligible recipient pet year x $1000 | 87,549,000
Equals: total estiraated annusl cost of rebate program ) 57.5 million

Esfimate

The Center estimates that the annual cost of providing the student loan rebates to all
persons eligible for them would be approximately $7.5 million.? The estimate is based on
incomplete information and requires a number of significant assumptions, Aswill be discussed
below, the assumptions seem reasonable and, in a number of key respects, conservative.
Nonetheless, the uss of different assumptions would affect the estimate. Table 1 is a summary
“walk-through” of the methodology leading to the estimate and should be referred to while
reviewing the description of the methodology in the remainder of this paper.

<~ 3This Nnalysis does not inolude an evaluation of the Wkslihood that sligible individuals weuld fuil to claim the rebate
; or thiat inaligible persons would claim it but not be identified by the state as being ineligible.

"

o

R s v e ton Syatems for mierofiming and

tnformatfon Systems for M ut

s of records delivered to Modern Natlonal Stendards Institute

The nicrograghto images on tf 00 fﬂﬂ\fﬂ’;‘: ;‘c:::etem‘;:pxgggs::&!c process meets stenderds :!:!:h:om:h:tn is due to the quality of the

ere filmed I lerotiin.  NOTICET f the #1imed Image sbove fo Less Legible than '
val m J

(ANS!) for are
document befng fined. % (oot Yy o )}//m@l (0o D/,?.Z)‘ WJ
OperatorTd Signature g | )




I Nse § bl LS

. SEP.2D.2092  3t57PM .

~

Methodology

For a number of years, the North Dakota University System (NDUS) has tracked the
employment status of its graduates one year after Faduaﬁon. The most recent such report looks
at the 2000 employment status of 1999 graduates,” Table 9 of the report provides the key
information underpinning the Center’s cost estimate for the rebate program. Table 9 shows that
in 2000, some 1861 graduates of the state unjversity system under the age of 30 were working in
North Dakota ~ satisfying the three central criteria for eligibility for the rebate — degree
completion, age under 30, and employment within the state.* The remaining 3721 graduates in
this age group had sither left the state, were unemployed, had re-enrolled in a state university, or
had re-enrolled and were also worldng. (The relevance of the latter two groups to this arialysis is
discussed at the end of this discussion.)

Correcting for Uncoanted Workers

The employment status of graduates is determined by cross-checking social security
nurabers of graduates with social security numbers of North Dakota workets for whom
unemployment taxes are cuirently being paid. The state acknowledges that this misses self-
employed workers end estimates that its employment numbers represent only 90 percent of
graduates actually employed.® Therefore, the state’s figure of 1861 employed, undet-30
graduates from Table 9 is divided by .9 to obtain a revised estimate of the number actually
employed, yielding 2068 persons, To take account of the possibility that 2000 was an s-typical
year for employment of Notth Dakota state university graduates, the comparable figutes for the
five previous years were taken from the previous NDUS reports, divided by the same .9
weighting factor, and averaged along with the 1999 figute. This yielded an estimate that in an
average retent year, 2203 graduates of North Dakota state institntions under the age of 30 remain
in North Daiota and are employed in the stats one year after their graduations. |

, | Adding Private Institution Graduates

Graduates from private post-secondary institutions are also eligible for the rebate if they
satisfy the other criteria. Thus, it is necessary to supplement the NDUS data with data on
greduates of private North Dakota colleges and universities. Such data are collected by the U.S.
Department of Education (USDE). For a recent three-year period for which the data were readily
available, USDE reports that an average of 801 students graduated from private North Dakota

3 North Dakots University System, Creating a University System for the 217 Century: Follow-up Report on 2000
Placements of 1999 North Dakoia University System Graduates, Iune 2002. (Hsrsafter, “NDUS Report”)

41t {s possible that a stall mumber of these mndividuals lived outside North Dakota, since the data look at location of
employment rather than residence, For purposes of this estimats, it is assumed that all of theso individuals also

reside tn North Dakota. Making the alternative assumption, that some resids outsids North Dakots, would reducs
tha cost cstizate, because people must live and work in North Dakota to be eligible for the rebate,

$NDUS Report, p. 3.
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post-secondary institutions.® USDE does not track the residency and employment status of these
students after graduation. Accordingly, the Centet’s cost estimate assumes that graduates of
private North Dakota inktitutions have the same age, residency, and employment profile as the
NDUS graduates iracked by the state, The 2203 individuals under the age of 30 who were
working one ysar after praduation represent 33 percant of the £735 individuals graduating in an
average year. Thus it is assumed that 33 percent of the 801 private graduates, or 264 persons, are
also under 30 years of age, North Dakota residents, and employed in North Dakota one year after

graduation. |
Estimating the Total Potential Pool of Claimants from Annunal Additions to the Pool

To this point, we have estimated that in an average recent year, a total of 2467 individuals
(2203 graduates of public North Dakota post-secondary institutions plus 264 graduates of private
institutions) would satisfy the three key eligibility criteria for the rebate program - that they be
degreed gradnates, employed in the state, and under the age of 30 — one yeer following their
+ graduation. We now make two other key assumptione.

We assume, first, that this estimate of 2467 eligible recent graduates based on academic

years ending from 1994 through {999 is representative as well of academic years ending in 2000,
2001, and 2002 (for which data are not yet available). If the measure is approved, loan payments
made by eligible students after December 2002 will be eligible for reimbursement; many loans
taken out by 2000, 2001, and 2002 graduates are likely to be reimbursed. (It is worth noting here
that it is at least possible that a loan taken out as long ago as 1994 could be eligible for

reimbursement in the first year the rebate program is in effect. For example, a 1994 graduate of
& two-year community college who was 20 in 1994 would be 29 in 2003 when the program goes
into effect and could have payments on an outstending loan reimbursed.)

The second key assuraption i that all of the 2467 individuals under the age of 30 who
graduate in an average year and are employed in North Dakota one year after graduation will
stay employed for at léast five years while they are under 30, and so be eligible to receive the
maximum $1000 reimbursement in all of the five years for which it may be provided. In reality,
this scems unlikely to be true for a number of reasons and so biases the cost estimate upward,
First, and most importantly, it soems likely that many graduates who are working in the state one
year after graduation will leave the state in subsequent years and therefore lose eligibility for the
rebates. Table 9 of the NDUS report indicates that by 2000, close to half of the 1999 graduates
might havs left North Dakota,” If such 2 high proportion of graduates leave in the first year, it
seetns réusonable to assume that some will leave for good subsequently and so be ineligible to
receive the maximum of five rebates. Second, many graduates will reach age 30 before the five

¢ Nations! Center for Education Statistics, U.S. Department of Education, Diges! of Education Statistics, vatious
years. The pumber of graduates of private Nerth Dakota instimtions for the 1998.99 scademnic year is taken from
Table 249, which actusily reports degrees granted. It is agsumed that each student recsives ons depres, although a
small number of graduates likely receive multiple degress,

? Bven after adfusting for the undercount of employed persons discussed above, some of the “non-retained”
graduates may still be in the state; they could be out of the labor forcs, unemployed, or re-enrolled in private North
Dakota post-secondary institutions. _
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years are up; according te an unpublished breakdown of the Table 9 statistics provided by NDUS
to the Center, approximately one-fifth of the 1999 graduates in the 20-29 age group were 25 or
older at gradugtion and so would be unlikely to receive all five possible rebates. Third, the
measurs provides that once the first rebate is received, the remaining four must be claimed in the
subsequent four years. It scams possible that soms proportion of the reimbursemants will be
forfeited by people who claim them for a few years and then become ineligible for the remuinder
maus; they have returned to school, dropped out of the lalior foree for personal reasons, or lost
jobs.

No hard data appear to be available that could permit a defensible estimate of the effects
of these factors on the full five year eligibility of any particular individual. Fer that reason, and
because other assumptions that arguably bias the estimate in a downward direction have also
been made (thess will be discussed shortly), we bias the estimate upward at this stage of the
analysis by assuming that an individual who satisfies the sligibility criteria one year after
graduation will eventually be able to claim all five §1000 rebates available under the program.

If one assumed that, year in and year out, 2467 graduates under the age of 30 joined and
remained in the North Dakota workforce (and that they all made student loan payments for at
least five years), then by the fifth year of the program 2467 times 5, or 12335 people, would be
receiving reimbursements, In the absence of any growth in graduates or any increase in the
proportion of graduatas taking jobs in North Dakota, this 12335 figure would be the maximum
nunober of people receiving reimbursemments in a particular year. (While 2467 new eligible

7\ graduates would enter the labor force in the sixth year, 2467 of the previous recipients would
e have exhausted their benefits.) .

If the rebate program is approved, outstanding student loans of former graduates who
remain employed in North Dakota will also be eligible for the relmbursement. As noted above,
loans issued to people graduating from a two-yeer eollege as long ago as 1994 conceivably could
be eligible for reimbursement in 2003. If one were willing to assume that svery employed post-
1994 graduats concejvably eligible could ¢laim & rebate in 2003, it would bs necessary to
multiply 2467 times eight rather than five to estimate the number of rebates that would be issued
in that year,

While it is possible that in the carly years of the rebate program some relatively old loans
will be eligible for réimbursement, the Center's $7.6 miflion annual cost estimate is based on the
estimate that the number of ligible reciplents is the 12335 figire derlved above.® In other
words, we do assume that even in the first year of the program it is reasonable to estimate the
tota] pool of eligibles by multiplying each year's average addition of new graduates to the pool
by five rather than by a number between five and eight. The reasons for this cheice were
touched upoh above — we have already made the assumption that all people that are eligible for
the rebate one year after graduation will receive all five possible payments. Because this seems
particularly unlikely with respect to 19941997 era graduates — those most likely to have

! This is the estimats before subtracting estimated pumbers of both empioyed under-30 graduates who do not
: gciually have outstanding student loans and employsd graduates who are nonethelesg ineligible for relmbursement
o because their loans ere delinquent. These adjustments are made below.
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réached age 30 or to have left the state at a point beyond the one year pest-graduation mark — it
seoms reasonable to choose a multiplier of 5 to estimate the total pool.

Adjusting for Graduates without Student Loan Debt

Two additiortal adjustments must be made. First, not all otherwise-eligible graduates will
actually have student loan debt, According to a racent U.S. Department of Education study, 62
percent of the graduating seniors at 4-year colloges and universities in 1999-2000 had borrowed.
., federal student loans by the time they had finished their university degrees” and an additional
3 percent had fon-federal loans only.” A second USDE study found that 68 percent of those
graduating from post-bachelors degres programs had borrowed from public and private sources
at some point in their education.!® We take the upper bound of the share of borrowers provided
by the post-bachelors dsgree fgure and assume that only 68 percent of the 12335 individuals
potentially aligible for rebates actually havs student loans that are boing paid off, This reduces
the cstimate of recipients to 8388 persons (68 percent of 12335).

Adjusting for Ineligibility Due to Delinquent Repayment Status

Finally, the ballot measure provides that students are only eligible for relmbursement of
payments on non-delinquent student loans. The Bank of North Dakota, vhich issuss a large
number of student loans to North Dakota residents, estimates that at any point in time
gpproximately 10 percent of its loans to such students are delinquent.'! We astume this figure is

N representative of the delinquency tate of North Dakota student loan borrowers from all lenders.
- Assuming that 90 percent of the 8388 remaining individuals in the pool of eligibles are non-
delinquent yields an estimate that 7549 persons would be eligible to receive the rebate annually.
Multiplying this figure by the maximum rebete of $1000 per person yields the Center's final cost
estimate of $7.5 million.2

Data Are Unavailable to Adjust for Return of Eligible Graduates from Non-North Dakota
Institutions

The Center’s cost estimate is built on the key assumption that the potential eligible pool
of reimbursement claimarits flows from employed under-30 graduates of North Dakota public
and private colleges and universities. It does not include in the pool an estimate of the number of
North Dakota young people who leave the state to attend college and graduate school in other

’ National Center for Education Statistics, Srudent Financing of Undergraduate Education: 1999-2000, Iuly 2002,
pp. 17 80d 29,

1® National Center for Education Statistics, Student Financing of Graduate and First-Professonal Education, 1999-

M Ltter from Bak of North Dakots President Erlo Hardmayer to Joha Walstad, North Dakots Leglslative Concil,
dated May 9, 2002 (providing the Bank’s estimate of the sost of the rebate program),

¥ The USDE studies in cited in footnotes 9 and 10 indicats that bachelors and post-bachelors graduates took outan
average of $17,000 and $39,000 in student loans, respectively. It therefors seems reagonable to mssume that every
eligihle borrower will receive the maximum §1000 annual reimbursement for the full five years.
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"N states but return to North Dakota to work after graduating. Neither does it include an estimate of
the number of college and post-bachelors degree yvadusates under the age of 30 who move to

North Dakota for the first time after gradusting and would be eligible for the rebates as well. | }

It does not appear that reliable data are available to revise the estimate to account for
these two categories of individuals. To put the significatce of the first category in perspective,
however, 1t is worth noting, first, that in the most recent year for which data are available (Fall,
1998), only 18 percent of North Dekota residents who entered college attended non-North
Dakota institutions.'® Sccond, an uroublished paper by USDE statistician Kristin Keough Perry
estimates that while “Sixty-four percrmt of students who graduated from an out-of-state college
{in 1993] had moved back to their ori jinal state of residence one year after graduation,” this had
dropped to 52 percent by 1997.1* These are national sverages, and no state-specific or even
regional breakdowns ere available. It seems reasonable to assume that North Dakota would
experience lower rates of return and long-term retention of students who left the state for college
than the average state. Even if one were to asswme that 52 percent of the 1226 North Dakota
freshmen who started attending out-of-state colleges in the Fall of 1998 would retum to the state
(along with a compareble number of their peers matriculating in other years), adjustments would
gtill have to be made for those who retum to atiend graduate school, would be unemployed, not
have student loan debt, or have other disqualifying characteristics. In the absence of reliable data
on these issues, wer have declined to make any adjustment to the cost estitnate to account for
returning graduates. It should be noted again that focusing on recent graduates of North Dakota
institutions does in fact capture the lion's share of the likely pool of eligible rebate recipients

from among previous North Dakota residents, Policymakers and citizens in North Dakota mey
be able to assess from their own personal experience how frequently North Dakota young people
retum to the state to work after graduating from out-ofestate schools.

Data Are Unavailable to Adjust for New Immigration by Eligible Non-residents

Nor are there reliable data to make an adjustment for people who move to North Dakota
for the first time following college and university graduation, have reimbursable student loans,
and would meet the other eligibility criteria. Internal Revenue Service data indicate that 8828
taxpayers (representing 16766 claimed personal exemptions) filed federal tax returns from North
Dakota in 1999 after having filed their retum as a resident of another state or foreign country in
1998.!° Again, however, there is no available information concerning the age or employment
status of these in-migrants, or indeed with respect to any of the othsr characteristics affecting
their potential eligibility for the rebates. In the absence of reliable data, we decline to adjust the
cost éstimate to incorporate potentially eligible parsons in this category, Again, we would argue
that our agsumption that any person who is eligible for the rebate one year after graduation will

1 National Center for Education Statistics, 200/ Digest of Education Statisries, Table 204.

U Rristin Keough Pexry, Where College Students Live gfter They Graduate, wupublished paper datsd June 11, 2001,
p. 3, The study is based on the Department of Education’s “Baccalaureate and Beyond Longimudinal Study.”

YIRS Statistics of Income intecstate migration data, unpnblished. It is worth noting that betwsen these two years
there was & net out-migtation from North Dakota of 3207 federal taxpayers, representing 6832 claimed petsonal

exemptions. ‘
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remein employed in North Dakota and under the age of 30 for the full five years so significantly
biases the cost estimate upward that it is not unreasonable to make no adjustments for retumning
North Daketa residents or new in-rnigration of rebate-eligible persons,

‘Why Current North Dakota University System Enrollees Are Not Included in the Potential
Claimant Pool

One final methodological question may arise that it seems advisable to anticipate and
answer. In addition to graduates who are employed in North Dakota, Table 9 of the NDUS study
reports on two additional categories of NDUS graduates who remain residents of the state one
year post-graduation. One category consists of individuals who have re-enrolled in NDUS
lustitutions, and the other consists of persons who have both re-enrolled and are working, A
question may arise as to why under-30 individusls in these two categories were not also counted
es peaple likely to remain in the state long-term and eventually claim the rebates. Indeed, it
miglit be asserted that the seoond categoty would be likely to claim the rebate as soon as it is
gvailable, while they are still enrolled in their second NDUS institution,

With respect to this latter argument, we have assurhed that people who are re-enrolled in
NDUS institutions, even if they are working, are not currently paying off student logns but rather
are deferring payment until they have graduated (as federal student loan rules permit). The
program is a reimbtirsement of actusl borrower rapayments, not a repayment of outstanding
principal; if no repayments are occurring, no reimbussemnent occurs. The answer to the first,

TN broader question, is that many of the persons in these two categories are, in fact, effectively

captured in the pool. If they graduate from. the second program and are at work in North Dakota
one year following graduation, they will be coun.ed iu the estimated annual addition to the pool
represented by the “Employed in North Dakota Only” column of Teble 9 in that yea,

The Bank of North Dakota's Cost Estimate

The Bank of North Dakota has prepared its own estimate of the annual cost of the rebate
program, $24.3 : 1illion (exclusive of administrative costs).' The Bank’s methodology starts by
takisig its own pool of what it believes to be North Daketa-resident borrowers currently repaying
loans. It then weights this figure up based on rough estimates of the share of all outstanding
student loans to North Dakota residents that it belisves its own loans represent. Finally, the Bank
then cuts this numbet by 10 percent to account for ineligibility due to loan delinquency and
multiplies the resulting figure by the $1000 rebate per person per year.

This methodology potentially suffers from several significant flaws, Most importantly, it
does not take into secount the possibility that many of its current borrowers could be ovet thirty
or not employed and therefors not eligible to claim the rebate, (Note that a 28 year old graduate
of a posi-bachelors program could easily be repaylng loans well into his/her thirties.) Second,
the Bank has provided no verifisble documentation of its estimate of its share of the North
Dakota student loan marxet, Finally, the Bank assumes that any student loan billing statement
meiled to a borrower at & North Dakota address represents a resident of the state, This seems
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7 like a quéstionable assumption; many young people miove froequently and uge their parents’
addresses as thelr mailing address — particularly for critical mail like student loan bills, (In
addition, some parents of non-resident graduates mey be recelving their chiildren’s student loan
bills because the parents are actually repaying them,)

Because the Bank’s borrower data do not include information about -— and may not
correlate closely with — most of the critical eligibility criteria for the rebate program, it seems
preferable to use the type of “bottom-up” analysis underlying the Center’s cost astimate, The
North Dakota University System's tracking data provids a solid foundation for this analysis
because they permit a ready identification of degreed graduates under the uge of 30 who are
employed in North Dakota — the three most important eligibility critetia for the program.,
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