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2003 HOUSE STANDING CO~IMITTEE MINUTES 

BILLJRESOLUTION NO. 3016 

Joint Constitutional Revision Committee 

□ Conference Committee 

Hearing Date January 29, 2003 

Ta e Number Side A Side B Meter # 1---_... _____ .,_ ______ -1,___ __ ;......;_,;._;._ __ --4 __ _ 

1 X 1:267-end 

Committee Clerk Si 1ature 

Minutes:CHAIR KRETSCHMAR Opened hearing on HCR 3016 

Rep, Dosch: Supports with written testimony 

~: Most people read the newspaper. Isn't that enough? Will pe<1ple 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, Maraaos 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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Joint Constitutional Revision Committee 
Bill/Resolution Number 3016 
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 11as to be the final budget number, not just an open-ended 

amount. We owe it to the citizens to give them the infonnation. 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. 

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

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

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

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

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 

pamphlet. He has heard people want it back. 

Rm, Maraaos: 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 

mistaket they could change their own referral. Rep. Dosch wondered why should we even go 

there. Why not give them the information up front so we don't have to redo the measure? Rep. 

Maragos said the asswnption 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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Joint Constitutional Revision Committee 
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. Mara1os: Most citizens who have seen 3016 see it as another hurdle because now they 

have to get a fiscal note. Rep. Dosch said t1othing 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. 

Re_p. 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. 

Sen. Dever: Regarding the question to impede th.e 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. Mara&os: 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 

Legislatw.·e 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. 

}<. 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 0MB. This resolution is a slam on the 

press in ND. 

Roaer 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 Odeaar..d: 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'l can not get another one like the Legislature can. 

Robert Bplenske: ,vorked 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 tht, measures are restricted. Does not like how the language 

changes "shalls'* to "musts." Constitution is set up for public interest, 
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Joint Constitutional Revision Committee 
Bill/Resolution Number 3016 
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 Fona (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 

□ Conference Committee 

Hearing Date 02-05-03 

Ta Number Side A SideB Meter# 
1 X 103-297 

Committee Clerk Si 

Minutes: 

0 SENATOR TOLLEFSON opened discussion on HCR 3016. 

L 

REPRESENTATIVE KRETSCHMAR I 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 Conatltutlonal Revision Committee (Rep. Kretschmar, Chairman) 
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HCR3016 
Joint Constitutional Revision 

Chairman Kretscbmar 
January 29, 2003 3:20pm 

CHAIRMAN KRETSCHMAR, MEMBERS OF THE JOINT CONSTITUTIONAL REVISION 
COMMITTEE, FOR THE RECORD MY NAME IS 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 IMP ACT OF 
AN INlTIA TIVE MEASURE, AND REQUIRE DISCLOSURE IN THE BALLOT TITLE FOR 
THE MEASURE OF A FISCAL IMP ACT OF ONE MILLION DOLLARS OR MORE, 

WHY IS THIS SO lMPORT ANT'/ MEMBERS OF THE COMMITTEE, I W'OULD LIKE TO 
TAKE JUST A MOMENT TO REVIEW THE IMP ACT 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 
REMAlNS IN EFFECT FOR A PERlOD OF 7 YEARS. IN ADDITION, THE FUNDING OF 
THE MEASURE ALSO BECOMES A MANDATE. THE LEGISLATURE IS REQUIRED TO 
FUND THE MEASURE REGARDLESS OF THE FINANCIAL CONDITION OF THE STATE. 
IT REQUIRES FUNDING BEFORE ANY OTHER OF THE STATES BUDGETS. BEFORE 
EDUCATION, BEFORE HUMAN SERVJCBS, BEFORE COMMERCE, BEFORE THE 
SALARIES OF OUR STATE EMPLOYEES, IT IS FUNDED FIRST, EVERYTHil'1G 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/.. IN. THIS 
IS WHY I FEEL EDU CATINO THE PEOPLE OF ND IS SO CRITICAL WHEN INITIATED 
MEASURES ARE BEING CONSIDERED. KNOWLEDGE IS POVvER. 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 PRJCE? 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? I BELIEVE WE ALL WOULD ASK 
THE PRICE, LOOK AT THAT STICKER, OR TURN OVER T:-IAT TAO 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 
W1THOUT KNOWING THE PRICE, TO VOTE FOR AN INITIATED MEASURE WITHOUT 
DISCLOSING THE PRICE. WHEN TENS OF MILLIONS OF DOLLARS CAN BE AT 
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STAKE, WE ARE ASKING OUR CITIZENS TO MAKE A DECISION, THAT NOT ONLY 
COULD SUBSTANTIALLY EFFECT THEM ECONOMJCALLY BUT A DECISION THAT 
WILL STAND FOR THE NEXT 7 YEARS. 

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

THIS BILL, MEMBERS OF THE COMMITTEE ASKS FOR SIMPLE DJSCLOSURE. 
PEOPLE HA VE THE RIGHT TO KNOW THE FINANCIAL IMP ACT THEIR ACTIONS 
WILL HAVE ON THF STATE. DO WE AS A LEGJSLATIVE BODY PASS ANY LAWS 
THAT WILL HA VE AN ECONOMIC IMP ACT WITH OUT A REQUIRING A FISCAL 
NOTE? ABSOLUTELY NOT. YET WE ARE DOING IT NOW WITH OUR INlTIA TED 
MEASURES. 

THERE ARE SOME THAT WOULD SAY THAT A FISCAL NOTE WOULD Th,IPEDE THE 
PROCESS. IS REQUIRING DISCLOSURE IMPEDING THE PROCESS? IS INFORMJNO 
PEOPLE OF A l MILLION DOLLAR PLUS ECONOMIC IMP ACT 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 LOTI'ERY 
DIDN'T WE, THAT SHOULD BRING lN ABOUT 60 MILLION DOLLARS". S1X1Y 
MILLION I SAID. THAT WAS MAYBE GROSS REVENUE BUT CERTAINLY NOT NET. 
IT'S MORE LIKE 5 OR 6 MILLION 1 SAID. HE WAS SHOCKED. "l NEVER WOULD 
HA VE VOTED FOR IT IF THAT'S ALL IT'S GOINO TO GENERA TE", 

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

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

THANK.YOU. 



I 
I 

I 
l 
I 
\ 
'· ' ( 

I 
I 

f 

H-Ol,,l.SE CONC.tJf<re_e:N T R E!SOLUTlt!>N NO, 301(., 

T8S,tf10Ni JieFORE ,Me :.Y'OINT CONS,1TUTIONlt"J­

Re.vIs1cN c.~MMl1TEf. 

i77+NUA-te Y .;lq; ;t.00 3 

I f1 Y ~ ~ / .S Q / fl.YI E', B ..J+r" -' c.h o.nJ GI. C / ./-,' e.e., a.nd y ,,J..,,,,- of'. 

Nor4l1 ~~J X. stuh<i be.:h1~e yt>u +oJecy /Yi. ~Pfr;s,'f,'().-, .+o 
House 0-,~cur-ret\.+ )cesol~½o~ No. 3<:JJ(p. 

-rhis res~/L4..+le>V\. :s ~ 9ret$.J pe.,-.vers.:cvi o-P (A.'1 eJ+.e~p+- ti=> 

i YI Vo.Ud~k "PeH,.Jers Reserv-ed i'"e i1u:. Pet:ir le. 
11 a.s ~a.~,do,,:ted . 

I 6'\ s~~t'9~ 1 cf' ,4 ..-+l~l~ :ar Df' +lie c~ .... s+;+w.+i-o~ c,.P N.or+k 
Do..k.t>to... S 41!c..J..,\,vi i sk~s ~ "'7 p~..+ '' ... ., 4,-).,e pe.c,ple... re­

se...-ve ¼~ pe~e.r" +t> pr-c,po.se. O..vt.6 e_.yicv:..+ lo..ws by +he.. 
i.., ~ +,~ -1--, vc. J ''. · :r:+ o..f so .s kb ; vi poc.,..+ '' • ... • +'O p r~p ()S~ a..~d 

odd>p+ Ce>1,u,.J.it-ut;'t,.,,eJ o."'1e.l--td~ei,,ih by +he ~t1,+:o..ft'v~'j '". 

~V\.d $ ~+e. s ,, -n·d s O..Y'i-lt LI e ; $ s ce.J+-' - f!.)< e.c 1.4 .,_ 1
1 
.,,., c;\.~d ~11 c,f' 

H-.s p ri,vi s 11 e"s ct.Y"c ~~""Jc:J-e.,.l. La.cJ s n-1ety be. e."1 Cl.c.~e-4 -1-o 

~i I~ ha.tc. G\.~ s~-fe !J u..a..-.J-J b ~-+ n c!}+- +o h ~""re.r- , re.sJ.-r,'c..ij 
, • I L "/ 

c,v- 1W\pa.1r "f"""le!.$e 'P~we.v-.c, 

LJhG\.:l-- : $ -4-\,ds L~,s \ et.+a've. bc,J l do:~ w /+J., #1:.s rr-o -

l r~s~J °'"~~c!~e..vt.t r' 

:r:: ~•1¥\d ;+ ....-,$.$+ u.~+'~~·h.~"'(l..fe ++ta..+ ~ko...t ~s ~,l~ plGlU!. 

PAGE J. ~ 3 

L J 
The mfcrographlo Images on this film are accurate reproductions of records delivered to Modern Information Syatema for microfilming end 
were 1ftmed In the regular course of business, The photographic process meet& standards of the Arnerfcan National Standards lnatttutt 
(ANSI) for archfvat mforofflm, Norrce, If thi filmed Image ab.ove Is teas legfble than this Notice, ft la due to the quality of the 

doclNnt being f. lmed. ~a ~ L I ", a~ ~ ~, c__.t.hnci 1al{/) 16 ~ .. 
Op"ratorT nmture t ,/ < Date J 



L 

.. ------ ·------. --·····-

w ,' fl, t-1 e, u.s e G.11 cu ~>" e>-0" Res.,/" Ho 1,1 No, ~ ~ I Ip ls t1 c,+I, I n j 

wio~ -f-ha.11 c:tn oJc>t.-U~ ef ~wev. · k)l,,'/~ ++,;, Js; t:t.b.s,,l~-f-e.. 
pow~- rlo.>' be.+..,.._..., +l-ie. De».oc.,..,J..,'c ~ R ... 'r"l,/,'ccui 

par-+ie.s) yo'-'4 a.,-.e floi.yl~ wi'+J, ?lr~ c;t.S fhfs cl,;/J.f 

p.l"'-y _grc,sso/ 11/0l0..f-e..£ +he. c,.,.$-1-,'f-ul-fti "<i.l R,:jh-b oP ·I-he 
e,'t-lul-1$ a.P NcrH,,i ~, 

]:: $~$p...d-- +-ho.+- h.,.J 11cif- sed-/.,.,, J. o.f' f/r/-i'c.le :IQ.: -4., .. J,/J .. 

+lie. Ch~ e.tr,\ el'\, t of' o.. 1-., +o h ~mrer 
I 

re.sh, ,'c:1-J e r / Mf'<"-1 r 

tt,C!.Se. fdv.lt'!..r.s prov,'ded. l,/ 4-hc Ct»,s-hc.+u·J-lc'11 o-f' N~r-l+i 
P~,. #,/ $ s-&''CII L "-:3/.1/cd,'ve ,4=..,b!>, '+',,.._Id ha.ve. 

er~~)· -~~C'-kde&, .O..-Yl cl eric:u:...fc.4 c; IAd-, J.r.u.,,, S ,'t1 c.c. if- . 
I s p roh ; l, ,' -1-ed, rv e. t1 o '<! i, ... v..: cv-i ci.:/f-, pt- +a t-i s "''"P 

C(}>1J'f.:fc.t-h' d>l'1a.( ·P~w e.V'S ~ese.rv,ed --re, The. PeorJ-e..; -1--ha:r· 
i $ IU J +he pe,s,p le. o.fl tJ o vf-1, D.Jc., ~, a...J X h c:1.. v e. 

+J...,•, 5 IA.,+ fe...l ,
1 
"j i H .., ci+- .9 o I~ -1-o .$ d- "'-'ell, r,.J /,:,',,,,:J 

e>f J,k.~ +i.e. p.,,..lv' 1.ssue.. c-91+,c. lo..,+ L~11.r(q,..J-:.,,.e. .SC!..$$/~t1, 

House CeYlCLt.'r'r~"'-+- Re,ell.t.+.lc,~ No, 30/4, :~ ,,.,<!>f- oJo~...._,f-
f'/ sec,.} l"<e s P".., s I h ti ,' +y • b 1.1., + ....., ed/.,,.,.,. r-+ f<> s .._ bver+ +'1 ~ 
c i +,• i,: ci, , To de "'Y +I, e l ,., I+:.,_ .J../ _,., f' ,.,, c e.s.s w h .,_.., +li ~-J o r 

if , +h e I. ~ l s ! ...,-h,.re .g,J 1,$ -1-o l"e.s: J"""'c! +o +h e. l,,j 1.t lu~.s 

o.P / H d +1 'C. e.10• ,Y • Eve.-l l >, / + /,._f.J ve. J l"d.f'~"cl .,..., J o I' rd.-

/ c<>-11 +l-"l.-1- h.u cowiplld w1'¼ 4r+,'de. J1T is su.bje.cf- -1-o 
1 de.'b cd·"C. i >'I the. F""b l:'c. +'or1.t...,. fl-Pl-e,.. ¼.J- de.bod-.,,) 

+ii e. e.l e, c.+o.-s ~s+ +h ... : ..- ve+., 0 ... s ecL o .., f" e.l"S t>.., .... , h ..J / cf.1 
... ..,J +he ; .-, ti),. m~./-: ~ "t -/-h ..._>' I, el ,•eve +o be 4-ru e. • T"l'i-,'.s I p t1 G, E: ,2 of' .:!, 



L 

"('e$(!)lvd-, ol-1 9 ~ts. c.on~+.i}u:h'o~a.r p(!) ~e..r ~r· o.....-.y .9" verf'J l")'\0,-

4-o.J enf-\.f..y +o ,,~10.vti piA.I~ O.l'l e.Jed-:cV\ -J-.o :+:s w :sJ1es;.J by 

p~ep04,vi~ 0... hypo·Pne..flo:J ft$C4.I a,.,,~fyJiS 1 

M Y"1 Chet,' r~e V,) M e.w-. b er.s C) f'. 4---h C'!. Ct, m ,,,,_: Hee..; 

.Pully -ro/~s:l- 0.-- ''" PO No, 1PA-SS '1 vc!;l+-c 
.Ccncurr-e1;1+ R~s(!)l4.+.Ct0..-i }'v{), SO I~, 

:c resr~­

D V\ }4-~ c...{$ C 

.Tn~1-1k.y"(,( ~DV" youY" +~Y'Vl.e O,.Y1d covis,~et"a-f,'()~, ~.-f> 4-hts 

YYJ A. +/-er"' 

The mfcr,,graphfo fllM!ges on thf a fl lm aro acuurate reproductions of records del fvered to Modern Information Systen\9 for mtcrc,fHmfng and 
were fftme<l In the regular course of business, Yhe photographic process meets standards of the Amerfcan National Standards tnatftute 
(ANSI) for archival microfilm, NOTICE1 Jf th, fflmed Image ab,ove ts leaa legible than thle Notice, ft Is due to the quality of the 

d<Jcltlltnt being fflmed, ~~ ({) ~ J L.~?£...ii:J D\c ~~, 1t2,/1p_ (6a:.-
operator s nnature .. · Oete 

.J 

J 



ARTICLE Ill 

POWERS RESERVED TO THE PEOPLE 

Section 1, WhUe the loglslatlve power of this state shall be vested In a leglslativo 
Elssembly consisting 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 constltutionel convention; to 
approve or reject leglslatlve Acts, or parts thereof, by the referendum; to propose and adopt 
wnstltutlonal amendments by the Initiative; and to recall certain elected offlcfals. This article Is 
self.executing and all of Its provisions are mandatory. Laws may be enacted to facilitate and 
safeguard, but not to hamper, restrict, or Impair these powers. 

Section 2. A petltlon to Initiate or to refer a measure shall be present'9d 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 ur more electors as sponsors, one of whom shall be designated es 
chairman of the sponsoring committee, The secretary of state shall approve the petttlon for 
clrculatlon If It Is In proper fonn and contains the names and addresses of the sponsors and the 
full text of the measure. 

Section 3. The petition shell be circulated only by electors. They shall swear thereon 
that the electors who haVP rloner1 the petition did so In their presence. Each elector signing a 
petition shall also write In thb date of signing and his post-<>fflce address. No law shall be 
enacted Umltlng the number of copies of a petition, The copies shall become part of the original 
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 otate at the last federal decennial 
census. 

,~ 
· , Section 5, An Initiative petition shall be submitted not less than ninety days before the 

statewide electlon 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 operatlon of any moasure enacted by the legislative 
assembly except emergency measures and appropriation measures for the support and 
malritenance of state departments and Institutions, The submission of a petition against one or 
more Items or parts of any measure shell not prevent the remainder from going Into effect. A 
referred measure may be voted upon et a statewfde election or at a special election called by the 
governor, 

Section 8, The secretary of state shall pass upon each petition, and If he finds It 
Insufficient, he shall notify the "committee for the petitioners" and allow twenty days for correction 
or amendment. All decf slons of the secretary of state In regard to any such petition shall be 
subject to review by the supreme court. But If the sufflclency of such patltlon Is being reviewed et 
the time the ballot Is prepared, the secretary of state shall place the measure on the ballot and no 
subsequent decision sha!l lnvalldate such measure If It Is at such election approved by a majority 
of the votes cast thereon. If proceedings ere brought against any petition upon any ground. the 
burden of proof shall be upon the party attacking It. 

Section 7, All decisions of the secretary of state In the petition process are subject to 
review by the supreme court In the exel'clM· of original Jurlsdlotlon, If his decision Is being 
reviewed at the time the ballot Ii:; prepared. he shall place tho measure on the ballot and no court 
action shall lnvalldate the measure If It Is approved at the electfon by a majority of the votes cast 
thereon. 

Section a. If a majority of votes cast upon an Initiated or a referred measure are 
afflrmatlva, It shall be deemed enacted. An Initiated or referred measure which Is approved shall 
become law thirty days after the election, and a referred measure which Is rejected 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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emended by the legislative assembly for seven years from Its effective date, except by a 
two-thirds vote of the members elected to each house. 

Section 9. A constltuUonal amendment may be prol)osed by lnlUative petition. If signed 
by electors equal In number to four percent of the resident population of the stata et the last 
federal decennlal census, the petition may be submitted to the secretary of state, All other 
provisions relating to Initiative measures apply hereto. 

Section 1 O. Any elected offlclal of the state, of any county or of any legislative or county 
commissioner 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 governor 
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 petition for nomination to the office 
In question ls flied, who shall call a special electlon If he finds the petition valid and sufficient. No 
elector may remove his name from a recall petttlon. 

The name of the official to be recalled shall be placed on the ballot unless he resigns 
within ten days after the flllng of the petltJon. Other condldetes for the office may be nominated In 
e manner provided by law. When the electlon results have been officlally declared, the candidate 
receiving the hlghfft number of votes shall be deemed elected for the remainder of the term. No 
official shall be auhjtx:t 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 
Janunry 29, 2003 

Chairman Kretfichmar and members of the House Constitutional Revision Committee, I am 

Roger Johnson, chainnan 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 peot~'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 safegu:arded. 

I 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 tirnes---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 r,repared by 

the office of the State Tax Commissioner said, "The overall net impact of HB 1492 is unknown, 0 

(Attachment 1) If this bill had instead been an initiated measure and if the bi11 before you today 

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

Fiscal notes can vary greatly in accuran 

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 thlrty who lived and worked in North Dakota. The measure provided for 

an income tax reduction ofup to $1,000 per year and a student loa11 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 Banlc of North Dakota to detennine 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. Hardrneyer'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. 

3 
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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 

Bank 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 measw-e would be worse 

than no infonnation at all. 

While it is good to consider the fiscal impact of an initiated measure, that alone should not 

detennine 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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,,,-, resolution. Rather, the debate over these numbers more appropriately belongs in the public 

arena. 

Additional shortcomings of this resoJutfon 

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

• Why does it require a fiscal impact statement for initiated measures and not for 

referendums? 

• Why does it not include a provision for an independent, credible third party to verify the 

fiscal impact statement? 

-~ • Why doesn,t it require identification of the benefits of an initiated measure? 
I 

..... ~' 

,,····•••, 

_) 

Chainnan Kretschmer and committee members, I urge a do not pass on HCR 3016. I would be 

happy to answer any questions you may have. 
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Attachnent 1 

FISCAL NOTE 

4um original and 14 copies) 

: .. :kesolution No.: ........ HB-.-14,....92 ____ _ Amendment to: ________ _ 

Requested by Legislative Council Dale of Request: _ _..112.-0..,,/,...99.._ ___ _ 

l. 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 expco.ses. 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 Bhcct to 
adequately addrcs.,. the fiSC8l impact of the measure. 

Narradve: HB 1492 provides various tax exemptions &nd credits for qualified investments in oities that have established renaissance 
zones. A porti011 of the revenue loss attributable to the tax exemption and oredit 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: 
1997-99 Blennlum 1999-2001 Biennium 2001-0J Blennl1llll 

General Fund Other Fund■ General Fund other Fund, General Fund Otherlluallh 

-
-

R1-dlfnwi. 

3. What. if any, is the effect of this measw-e on the budget for your ageucy or department: 
a. For rest of 1997-99 biennium: ____ _ 

(Indicate the portion oftbll amount included 1n the 1999-2001 ei.ecutive budpt:) 
b. Forthc 1999-2001 biennium: ____ _ 

(Indicate the portion ofthb IUllount Included 1n the lffl-2001 e:r.ecutlve bud1et1) 
o. For the 2001-03 biennium: _____ _ 

1ty. eltY, and cchool dlririet nsoal effect m dollar amounts: 
1997-ff Blelmlum 1999-2001 Biennium 2001.03 BJemdmn 

Coundet Cltlet 

If additional space is needed 
attach a suppk.aental sheet. 

School 
Dbtrlct■ 

Date Prepared: Januw 25. 1999 

Countiel 
Srhool School 

Cttlet DJJtrlctJ Countiet Cltlea Dktncu 

Typed Name: _ _..K~allllltluyn,M,µ, ... L.u., ...11S~tro"111,m_bec_...k _____ _ 

Dep'11'tment: _ ., __ T.,.ax""'------------
Phone Number: _ _..3...,28.._-3,._4...,.Q...,2 _________ _ 

The mfcrographfc images on thfs film are accurate reproductions of records delfvored to Modern Information SyBtems for mfcrofflmfng and 
were filmed fn the regular course of busfneas, The photographic proceYs meets standards of the American National Standards Jnstftute 
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FISCAL NOTE 

4ITI original and 14 copies) 

·••
1
Jl/Resolution No.: ___ _ Amendment to: ......,HB.._.l._.4,&..92.__ _____ _ 

Requested by Legislative Council Date of Request: __ 2 ... /1..,.2-19 ... 9, ____ _ 

I. Please estimate the fiscal impact (iu dollar wnounts) of the above measure for state general or special funds, counties, cities, o.nd 
school districts, Please provide breakdowns, if appropriate, showing salaries wid wages, operating expense&, equipment, or other 
details to mst in the budget process. In a word processing format, add lines or space as needed or attach a supplemental sheet to 
adequately ad.dress 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 ofHB 1492 is unknown. 

2. State fiscal cfl'eet in dollar amounts: 
1997 .. 99 Biennium 1999-2001 Biennium 2001..0J BlennJwn 

General Fund Other Funds General Fund Other Funds General Fund OtberFu~dll 

Revenue, -

ixnendlture1 

J, What, if any. is the effect of this measure on the budget for your agency or department: 
a. For rest of 1997-99 biennium: ____ _ 

(Indicate the port!.on of th.ls amount included in the 1999-200A executive budgetr) 
b. For the 1999-2001 biennium: _____ _ 

(Indicate the portion orthu amount Included In tho 1999-2001 executive budgetr) 
o, For the 2001-03 bienniwn: _____ _ 

4. Coun 1ty, city, and 1cbool dbtricl fiscal effect in dollar runounts: 
1997-99 Biennium 1999-2001 Biennium 2001-0l Biennium 

CountitJ Cities 

If additional space is needed 
attach a supplemental sheet. 

School 
Distrkb .. 

Date Prepared: F ebru!lQ' 15, I 999 

Countiu 
School School 

Cities Dl,.tricts Counties CJties Dbtrlct& 

/. 
·'-1 ' ' Signed: _____ _ 

Typed Name: _ ___.K...,.a,...tluyn_._.L..,_, """S_.tr=om....,b...,.e.,..ck.,.__ ___ _ 

Department: --..J.-1:~-----------
Phone Number: _...,.3-=-2.._8-.,._34_,_,0,..2 _______ _ 
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FISCAL NOTE 

.. jeturn original and 14 copies) 
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Bill/Resolution No.: ___ _ Amendment to: ... E .. n..,.g..,., HB.._..,.) .... 49._.2,.__ _______ _ 

Requested b}'. Legislative Council Date of Request: ___ 3._-... 26 .. -9 ... 9 ______ _ 

l. Please estimate the fiscel 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 proce:,sing fonnat, add lines or space as needed or attach a supplemental sheet to 
adequately address the fiscal impact of the measure. 

Narrative: Engrossed HB 1492 as amended provide, 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 
offset by economic expansion in participating communities. The overall net impact of HB 1492 is unknown. . 

2. State fiscal effect in dollar amounts: 
1997-99 Biennium 1999-2001 Jlemtlum 2001-03 BleuiWII 

General Fund Other Funds General Fund other Funds General Fund qther Fut!•,-

Revenue., 

Exnendltures ·-
What, if any, is the effect of this measure on the budget for your agency or department: 

a. For rest of 1997-99 biennium: ____ _ 
(Indicate the portion or thlm amount included in the 1999-2001 executive bud1eti) 

b. For the 1999-2001 biennium: _____ _ 
(Indicate the portion orthh amount lncluded In the 1999-2001 executive bud1et:) 

o. For the 2001-03 bienniwn: ____ _ 

4. Cou nty. city, and achool district fiscal effect in dollar amounts: 
1997-99 Biennium 1999-2001 Biennium 2001--03 Biennium _, 

Countwi Cltiea 

If additional space is needed 
attach a supplemental sheet. 

School 
Districts 

Date Prepared: Morch 26. 1999 

Counties 
School School 

Cities Dhtrlcu Counties CJties Dlriricu -

Typed Name: ~-___ Ku.wathryn:l.!t.J-........ L,........,Stro.......,m .... b.,..ec-k _____ _ 

Department: __ _......._ __________ _ 

Phone Number: _ _,3'""'2..,.8_.-3....,4..,..0.._2 _________ _ 
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BANK OF NORTH DAKOTA 

May 9, 2002 

Mr. John W1l1t1d 
North Dakota Legl1l1tlvt Counoll 
State Caph:ol, GOO E11t Boulevard 
BJ1rnar~k, NC 151105-0360 

C11r John: 

At tactroen t 2 

• 

HAY ... 9 2002 

A1gardlng your letter dattd AprU 29, 2002 raqueattn; the fiscal efttot- to the 1t1te 
of 1eotfon 1 of the lnltl1t1d me11ure which ralatu to etudent loan reimbursement, 
our 111esament la that on an annual ba1l1 the Impact to th• st,t, 11 •24,360,000, 

'· 
Our oafoulatlo.n 11 1om.ewhit crude tn that w• do not 1peclflc1lly m111ut1 aom• of 
the element, that art nttded to make an 1oaurate aeaea,rn,nt, but let me walk you 
through our oaloulatlon. lank of North Dekotl h11 approxlmately 31,000 
borrow1r1 that are In rep1ym1nt, and •Inc• BND do .. about 87 % of th• guaranty 
volume In North Dakota, we eatlmate tht total pool to b• about 49,000, 8111d on 
ztp code w• e1tfm1t1 that approxlmattly 68,316 of the 48,000 borrower,, or 
27,000 raetd1 In ND and would be 1U;lble for the rtlmbur11ment, Further, at any 
given time our d1llnquency Plf0Gnt1ge run• at 1bout 10'6, which would reduce th• 
pool to 24,300 1ppU01nt1. We h1v• made nn provleJon for tha undtr 30 ve1r1 of •o• feature 11aaclat1d with the blll, 

Canaequently, with 24,300 1llglbl1 applloanta a~, t1 ,000 it will colt ablJ)ut 
•24,300,000 per v•r In atudent loan rslmbur1f1m1nt, plus admlnl1tr1tlve 1>ep1n1e 
of •ao,ooo totanno •24,390,000. 

If yau have further qu11~ton1, pl11r1 contact rn• at 328-9874. 

,,.Jy, 
&-./4 

l!rlll H1rdm1&-
Pr11ld1ni 

_,-------------------------~~-~~~~~~-700 BAST MAtN AVI!NUB, P.O. SOX .SISOO !!ISMARct<, N0RtH DAKOTA 58!0&$!50~ 
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SI.ND servical ~ who are in mpayment (est) 

portion of NDGSLP's guaramee volmne whfdl is serviced bySlffO (est) 

NDGSlP borruwam who are in repayment (est) 

pera!lllage of NDGSLP borrowers which qualify as gradt.ates (assumed) 

NDGSI.P borrowers who have graduated and are in ·repaymenl (est) 

NDGLSFs sham or lhe fDlal ND sludenl loon vobne (eat) 

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

SLND biling envelopes addressed to zip code 58xxx (all ND) 

student foen borrowers who are in repayment and reside in ND 
(est-al lenders) 

borrowers who are not delinquent as of eoy (est) 

borrowers who am mt delfnquent as of eoy (est) 

average sluded loan reduction from !h8 proposed i1111iaied measure (est) 

impact of the µayment mimbw'semEri payments (annual est) 
annual operating cost increase to BND 

one time costs for development of system enhanoements elc 

31.000 

67.00% 

46,JOO 

80.00% 

37.000 

80.00% 

46.000 

58.30% 

27,000 

G~ 
24,000 

1.000 

$24.000.000 
$40,000 

$5,000 

The proposed legislatlon specifies that the ~ must have graduated with al least a two year 
de!,ee in order- lo qualify for the loan payment reinmursement benefit. The base runbers lhat I 
started with would undoubtedly include some borrowers who dd not meet lhose requemenls 
(i.e. either lhey did not graduate. or they want lo a prq,rielaly schod .which does not issue a two 
year degree). The legislation talks about •acaadiled post &econda(y education institution" but 
does not defl08 that term.. I have asstnned herein lhat 20% of SLND borrowers Wl'.Ud be excluded 
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BND Attachnent 3 

--
_.BANK OF NORTH DAKOTA 

..... •·'.; 

September 23, 2002 

Mr. ,John Walstt~d 
North Dakota Legislative Council 
State Capitol, 600 East Boulevard 
Bismarck, ND 58605-0360 

Dear Joh11: 

\ 
\ 

I 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 correspondence to you dated May 9, 2002, I made you aware that we 
had made no allowance for the under 30 years of age provision associated with this 
bill. I ohose not to put that feature In because I felt our Information In this area 
lacked the necessary Integrity to give an accurate assessment. I still feel that way. 
However; based on Information provided by proponents of the initiative which 
Indicate that 82% would qualify, seems reasonable and is a number I am 
comfortable using. Consequently, I will use that In my calculation • 

Another area that has caused some controversy is th,3 percentage of student loan 
borrowers who received a two or four year degree. 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 I will provide a range of 50% on the low side to 80% on the high side , our 
earlier estimate. 

With these changes I would estimate the fiscal Impact to be in a range from 
$13 million to $20 mllllon per year, and a middl1~ of the road estimate of 
$16.6 mllllon, 

Sincerely, 

t~lb/::-,~ • 

President 

C. John Hoeven, Governor 
\ W_J>1ne Stenehjem, Attorn,Jy General 

... J.. ,.)foger Johnson, Agricultural Commissioner 

700 EAST MAIN AVENUE, P.O. BOX 55(~)9;._.,_ __________ B_Is __ MAR __ c_K, .... , N_O_R_TH_D_AK_O_T_A_5 __ s_s_o6_·_5s_·o_9_ 
1 ·800·472·21.66 1 · 701 · 328·5600 TDD: 1 ·800•el43·39 l 6 wwv,1,banknd.com 

L 

.-,'."'•·"-·~­
"" ~-' 

~~ 

' •;j 

_J 



• 

·,, .... --,.:1' 

;I 
,·-"' 

YOUTH IN/TIA TIVE CALCULATION 

SLNt) serviced borrowers who are In repayment (est.) 

Portion of NDGSLP's guarantee volume which Is serviced by SLND (est.) 

NDGSLP borrowers who are In repayment (est.) 

NDGSL.P's share of the total ND student loan volume (est.) 

Total s1tudants In repayment 

Percen'uige of borrowers which qualify 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) 

67.00% 

80.00% 

68,000 

50.00% 

29,,000 

82.00% 

1
:)fLND bllllng envelopes addressed to zip codes 58xxx (all ND) 

24,000 

58.00% 

14,000 

90.00% 

13,000 

L 

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 reimbursement payments (annual est.) 

Annual operating cost Increase to BNO 

One time costs for development of system enhancements etc. 

TOTAL 

1,000 

$13,000,000 

$40,000 

$5,000 

$13,045,000 

------······· ..... ·•·•-·····-····•·" ' nd 
· · ••· ,_ .. ________________ ...,...__. .. ---------... t Modern Information systems for microfilm n9

1
t\ 
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The mt~rographto 1mage& on thts film are accurate ~ep~o~~raphtc proceaa meets atendard& oft e tt r cit ta dlM to the quality of the 
were ft 1 ·ltd In the regular course of buetneao. Tft"lined 11118110 ab.ova 18 leu legible than this No oe, 
(ANSI) 1,1 .. .,1 •i,rofHm, N0TICE1 If the, l!i !~ 
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YOUTH IN/TIA TIVE CALCULATION 

SLND serviced borrowers who are In repayment (est.) 

Portion of NDGSLP's guarantee volume which Is serviced by SLND (est.) 

NDGSLP borrowers who are In repayment (est.) 

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

Total students In repayment 

Percentage of borrowers which qualify 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) 

67.00% 

46,000 

80.00% 

66.00% 

82.00% 

I 1
::) SLND bllllng envelopes addressed to zip codes 58xxx (all ND) 

31,000 

58.00% 

18,000 

90,00% 

16.000 

L 

Student loa1, G,raduates 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 dellnquent as of eoy (est.) 

Average student loan reduction from the proposed Initiated measure (est,) 

Impact of the payment reimbursement payments (annual est,) 

Annual operating cost Increase to BND 

One time costs for development of system enhancements etc. 

TOTAL 

1.000 

$16,000,000 

${0,000 

$5,000 

$16,045,000 

-- f ti ·-· ~yatflMS for int crof I lmfng and 
. ... ... .. of records dfl fver~ to Modern In orma on tonal Standards lnatttutt 

The mtcroaral)hlc Images on this f 1 lmf~~ ~ccurateT~:'=~::10 proeeea meets atandards tohfi th:o:-r::tc~r 1!\bt to the quality of the 
were fllMad tn tht regular course o g\ls,~ssh ftl~ tmagt ab,ove ta leas Legible than 18 ' 

(MIii) for archival mloroftlm, NOYICE1 I t • l /, (6 :a, 
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Attachnent 4 

s,ptmb,r 20, .2002 

Eetltnatlng the Cost of the Proposal to Reimburse student Loan Payments by 
Young, Employed North Dakota Residents 

An initiative measure that recently qualitlcd for the November ballot in North Dakota 
seeks to e.ncourap young college and university graduates to romain m. or retum to the state to 
work. If approv~ by the voteti, the measure would establish a st.ate program allo'Wing colleje 
mid utnversity graduatos 'Who both live and work in the state and at$ under the age of 30 to 
receive-up~ a 51000 amiual rehnbursement of their student loan costs for a period ofup to five 
yean.1 'I11.e measun, would also provide a state income tax credit of up to S 1000 annually for a 
sin:1ilar cl~s of mdivid~. 

Ro&er Jobmon, Chainnan of the North Dakota Youth Investment Initiative asked the 
Ccrtter on Budget and Policy Priorities to develop an cstitna.tc of the maua1 co5t to the state of 
the student loan reimbursement porti011 of the mcasutc (hereafter referred to as the ''tebate" 
pt0vislan). This is a "static" estimate. A static cost estimate docs not seek to factor in any 
effects on the stlte1 s costs that result from chattges in behavior that occur in mponsc to 
economic incentivos that may be oreated by the program. The proponents of the measure believe 
that incomt tax reductions and direct reimbursement ofstudec.t loan payments could lead 
additional young poople to reinain in North Dakota after graduating frbm colleac there and/or 
return to North Dakota after attecding college in other states, or, even, perhaps move to North 
Dakota for the first time after graduating from a university outside the state, To 1hc extent that 
the financial. incentives contained in the measure produced such results, there could be a partial 
of&et to the direct costs of the robates incurred by the state in the form of additional tax revenues 
flowiili from additional employment. However, performiria I complete "dynamic cost analysis" 
that factors io all potential economic effects of the measure ii beyond the scope of this analysis, 
Such a study would have to incorporate rnmy economic f'actm1 besides potential changes in 
North Dakota employm~t ot recent university graduatos, including, for example, how the net 
costs to the st.ate of tho rebates would be finanded. The assumptions rcquirod would be too 
speculative to be \lllt.id. In sum, the following analysis is intended to be a technical, static cost 
estimate of the robat& portion of the measure. It should not be interpreted u endorsing the ballot 
measure or offering conclusions conoem.ing its dynamic eft'eots. 

1 The loan& could be mourrlMi ~ cormeotion with two• and tour-year unclergraduatt proarams 11 ~ u aracf uato 
degree prosnm, in a:r,.y accredited po1t&eeondary matitution in or OUt of North Dakota, Adclitio.nal ella!bilitr crltorla 
are apeoifiecl in the measure: most of them are discwiaed bolow. 

. d d u ed t Modern lnformatfon systems for mlcroftlmfna end 
The mfcrogral)hfo trnoges on this film are accurate reproductlo~1of recor s !tav:~anda~ds of the American National Standards Institute 
were filmed In the regular courH of buslneBA, Themedphot,ogra"", ,!,proteste:': legible than thfa Notfue, it ts due to the quality of the 
(ANSI) for archtvr1l microfilm, N0TICE1 U thi f ll ,mage a . ve s 
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Avonp number ofaow. lDa,Iy elilible recfpi=tl an,duatmg 
from NDU'S Jnititutiom each )'ear ad still mND and 
emplu)'dd one yeupoat-araduatiou. ("Employed in North 
Dako1a Only/' aum ofUllder 20 and 20-29 age Kl'Oupl, Table 
9, ND'US " • atadiu, averan for 19~199P ffldiiates) 1983 

PreYioul number divided by .9 to account for NDUS oatim&te 
!bat itl emplo)ed count reflects only 90'" of thole IC1Ually + ,9 2.203 
enmlo:ved 

Estfmltad number or graduate, of'ND prtwu. poJWecondary 
fmtituthw (US Dept. of Ed. data for 1997-1999 srad,uates 801 .-.---8'0 
&tunattt ofnow\llml-30 prlvate achool paduates cmploy&d 
fD ND cm., yeu pon-sn,duauon (previous number times 33%, 
&UDO n.tio or~ eliaible• to total araduates in NDUS 
fnst1tutio:DI ,~·=--~ ror 1994-99) 

X .33 +264 

Total mmul addition to pool (pduatet of public plu, private 
iutttlltiom) 2461 

Timel 5, number ofyean worth of pmiom eliaiblo new 
St"'d~ that will romiin elilJ,"blc, !or~ in any 
mveo. vm ,c5 1233S 

Adj1llTJbm1forgtaduatqJacldn11Ndent loan debt (68% have 
nchdebt) x,68 8388 

A4juatment for ,aradutel melisibl.6 clue to lom delinquncy 
(90% Mt .lat'· • x.9 1549 

Tim.el S ldOO ner llimbla rooioiem oet vear xSlOOO $1,549.000 

Bauak: lma1 o,tfxmted mmua1 cost of nbate 'Dl'O.nam S7.5 million 

Esthnata 

The Center estimates that tb.e annual cost of providing the student loan rebates to all 
persona eligible for thetn would be approximatoly 57.5 million. 2 The estimate is based on 
incomplete information and rectuires a number of significant assumptions. As will be discussed 
below, the usuml)t!ons seem reasonable an~ in a number of key respects, conservative. 
Nonetheless. the use of different assumptious would affect tho estimate. Table 1 is a summary 
c'wa)k ... through., of the mothodology leadina to the estima.te and should be referred to while 
rmewini the descrlptfo·tt of the methodology in the remainder of this paper. 

2 Tbil IU1Alyiil does not include an evaluation. of the Uk·blihood that elia{bte individual, would fail to olaim the rebate 
or that ineligible penons would claim it but not be id01Ltifiod by the state u being inelilible, 

2 
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Methodology 

For a. number ot year,, the North Dakota University System (NDUS) has tracked the 
employ.inent status ofits graduates 01.1c year aftet paduation. The most recent such report looks 
at the 2000 employment status of 1999 ll'aduates. Table 9 of the report provides. the key 
infoxmation lDlderrinniq tho Ce.nte.ir's cost estimate for the rebate program. Table 9 shows that 
in 2000, some 1861 lflduatcs of thft state umversity system under the age of 30 were working in 
North Dakota - satisfying tho three central criteria for eligibility for the rebate - degree 
complotion, age under 30, and employment within the state.• 'Ibe remah:,ing 3721 pdua.tes in 
tbis age sn,up had ~thcr left the stuc. were unemployed, had re-enrolled in a state university, or 
had re-enrolled and were also working. (The relevance of the latter two groups to this analysis is 
dJscussed at the end of this discumon.) 

Comctlq for lJnco1111ted Workers 

The employ.aicm.t status of lf&duatcs is determined by cross,-cheeking social security 
nmnbc.n of graduates with sooial security numbers of North Dakota workers for whom 
unemployment taxes arc currently being paid. The state acknowledges that thil misses self­
employed work.ea& and ostim.atcs that its employment numbers represent only 90 percent of 
pdua.tes actually employed..$ Thcref'on,. the state's figure of 1861 employed, undet-30 
graduates from Tablo 9 is divided by .9 to obtam a revised es1imato of the number actually 
employed, yielding 2068 persona, To take account of the p011S1'bility that 2000 was au a-typical 
year for employment of North Dakota state university graduates, the com.parable figures for the 
five previous years were taken ftom 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 
avc:rago rcbent year, 2203 graduates of North Dakota state institutions under the age of 30 remain 
in North Dakota and arc employed in tho state ono year ai\ct their graduations. 

I' Addin1 Private Inltltutlon Graduates 

Graduates from private post .. seoondary institution& are also eliafble for the rebate if th~ 
satisfy the other criteria. Thus, it is necessary to supplement the NDUS data with data on 
araduatcs of private North Dakota colleges and universities. Such data a:..--e collected by the U.S. 
Department of Edueation (USDB). For a recent tbree--year period for which the data were readily 
available, USDB reports that an average of 801 students graduated from private North Dakota 

"North Oakota University System, Creating o U,uy1rslty S)'ltemfo.,. th.e 21st
~.• Follow~p R~aH on :1000 

P/acem,na of 1999 North Dakota UnJ\/mtty Syrt,m Graduattu. 1une 2002. (Hereafter. '-NOUS Repon,.') 

4 lt ii pouible 1hat a ruw1 :aumh~ of those :Individuals lived outside North Dakota, &inco the data look at location or 
exq,loymem rathor than rosideuce. P01' pu:poau of thls estuna~, it II ass~ that all of these individuala al.lo 
:nislde in North Dakota. Making tho altmr.11.Uve uwmption, tbtt some rcaide outride North Dakota. "WOuld r!dueo 
me cost estbato. b~ people mu,t Jive an(! work in North Dakota to bo oliiiblo for the rebate, 

--. .. .,/ JNDUS R.eport p. 3, 

3 

L • dl~\,, 



se:P.. 20. 2002 :3 1 58PM 
l'fV I ( J.l;J I I "'T 

post-secoruhry institutions, 6 USD:E does not track the resiclcncy and employment status of these 
students after graduation. Accordingly, the Ccnterts colt ostimate usumes that iffl(iuates of 
private North Dakota imtitutious have the same age, residency, and employment proftle as tho 
NDUS gtaduat~s tracked by the state, The 2203 individuals under the age of 30 who were 
woiidJig one year after graduation represent 33 percent of the 673S individuals graduating in an 
average year, Thus it is usumod that 33 percent of the 801 private graduatesJ or 264 persons, arc 
also under 30 yoars of age, North Dakota rosidents, and employed in North Dakota one year after 
graduation. 

E1t1matm1 the Total Potential Pool of Claimants from Amuaal Addltioa:u to the Pool 

To tbia point, we have estimated that in an average recent year, a total of 2467 fndividuals 
(2203 graduates of public North Dakota post•socondary institutions plus 264 graduates of private 
institutions) would satisfy the three key eligibility criteria for the rebate program~ that thoy be 
degreed graduates, employed in the state, and under the age of 30 - one year following their 

· graduation. We now make two other key assumption,. · 

We ututtl.e, first, that this estimate of2467 eligible recent graduates based on academic 
years ending from 1994 through 1999 is representative u well of academic years endini in 2000, 
2001 > and 2002 (for which data. are not yet P.vailable). If the measure is approved, loan payments 
ma.de by oligible students after December 2002 will be eligi"ble 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 eligi"ble for 
I I 

. ··· reimbursement in the first year the rebate program is in effeot. For example, a 1994 graduate of 

L 

a two.year comniunity college who was 20 in 1994 would be 29 in 2003 when the program goos 
into effect and could have payments on an outstanding loan reimbursed.) 

The second key assumption is that all of the 2467 in&viduals under the age of30 who 
graduate m an average year and are employed in North Dakota one year after graduation will 
stay employed for at least :fi'Ve years while they are under 30, and. so be eligible to reocivo the 
maxirnnm. S 1000 reimblll'sement in all of the five years for which it may be provided. In reality, 
this Sce:'inl unlikely to be true for a number of reasom and so biuo, the cost estimate upward. 
First, and most importantly, it seems likely that many graduates who arc working in the state one 
year afte't graduation 'Will leave tho state in subsequent years and therefore lose eli.afbility for the 
rebates. Table 9 otthe NDUS report indicates that by 2000, close to half of tho 1999 graduates 
:might have left North Dakota, 1 If such a high proportion of graduates leave in the first year, it 
seeuu rusonable to assume that somo will leave for good subsequently and so bo ineligible to 
receive the maxim.um of five rebates, Second, many graduates will reach age 30 bef'ore the five 

'National Center for Bdllcation Statistics, U.S. Department o!Bd1Jcadcu:1, D(geJt of EdUCllrion Stat/$tics, variOUJ . 
yein. 1'b.lt mzmber of araduatos of private North Dakota inat:turtions for tho 1998 .. 99 acitdermc year LI tam from 
Table 249, which actually reports degraes g;ranted. lt is assumed that e11.cb. studei&t rooaives ono doaree, although a 
small number of 8f&duate1 likely reeeivo nrulti])lO degreos, 

1 !vm atter 1djuadng for the undercount or employed persons dlscwsed above, some of tha unon-retained" 
graduate• may still 'be in the atato; they could be out of the labor force, unemployed, or re-enrolled fnprivato North 
Dakota post•aecondazy institutions. 
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years aro up; acc::orc:Ung to an unpublished breakdown of the Table 9 ltatistics provided by NDtJ'S 
to the Ceat=-, approxi1nately one-fifth of the 1999 graduatei in the 20-29 ago pup were 2S or 
older at graduation and so would be uulikelf to ~cive all five possible rebates. Third, the 
measure provides that once the first rebate is reecived, the remaining four must be claimed in the 
subsequent four years. It scoms possible that some proportion of the reimbursements will be 
forfeited by people who claim them for a few years and then become ineligi"ble for the rem~der 
because they have returned to school, dropped out of the labor force for personal reasons, or lost 
their jobs. 

'""' 

No hard data appem to be available that could permit a def'enaiolc estimate of the effects 
of these factors on the ibll five year eligi'bility of atty particular individual. For that rcaso~ and 
because other: assumptions that arguably bias the estimate in a downward direction have also 
been made (these will be discussed shortly), we bias t.b.e estimate upward at this stage of the 
analyris by 8IIUmittg that an individusl Who satisfies the eli110Wty oriterla one year after 
graduation will eventually be able to claim all five Sl0OO rebate& available under the program. 

' 

Jf one assumed that, year m 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 yem), th.on by the fifth year of the program 2467 times S, or 1233S p'eople, would be 
receiving reimbursements, In the absence of any growth in graduates or any increase in the 
proportion of graduat!s takina jobs in North Dakota. this 1233S figure would be the maximum 
number of people receiving rehnbursetnents in a particular year. (While 2467 new elip"ble 
graduate, would enter tho labor force in the sixth ycat, 2467 cf the previous recipients would 
have exhausted their benefits.) 

If the rebate program ts approved, outstanding student loans of former graduates who 
roma1n employed in North Dakota will also be eligible for the reimbunemcnt. AJ noted above, 
loam issued to people graduating from a two-year college as Ions ago as 1994 conceivably could 
be eligible for reimbursement in 2003. If one were willing to assume that every employed post-
1994 graduate conceivably cligiole could claim a rebate in 2003, it would be 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 early years of the rebate ptogram some relatively old loans 
will be eligible for roimbursemett, the Center's S7 .6 million annual cost estimate is based on the 
estimate that the number of eligible recipients is the 12335 figure ded.vcd above.• In other 
words, we do assume that even in the first year of the proaram it is reasonable to estlmate the 
total pool of eUgiblcs by multiplying each year's avorage addition of new graduates to the pool 
by five rather than by a number between five and eight. The reasons for this choice were 
touched upcin above - we have alteady made the assumpt.io11 that all peoplo that arc eligl.'ble for 
the rebate one year after graduation will receive all five possible payments. Because this seems 
partieularly unlikely v-rith rospeet to 1994-1997 era graduates - those most likely to have 

8 This is the eat!mate before rubtracting esdmated numbers of botb employed 'U!W'l'-30 ,raduat:a wha do not 
1etually havo outatanding ltudent tow and en;,1oyed araduates who are nonetheless melillfble £or reirnbunemmt 

. j ~use thm low are delinquent. Thcae adj~tt aro made betlow. 
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reached age 30 or to have loft the state at a point boyond the one year pc.,st-graduation mark - it 
seems reasonable to choose a multiplier of S to estimate the total pool. 

Adjusting for Graduate, without Student Loan Debt 

Two additional adjustment, mu.t be made. First, not all otherwise-eligible graduates will 
aotually have student loan debt, According to a r&cont U.S. Department of Education study, 0 62 
percent of the ~us.ting seniors at 4-year colloges and universities in 199.9-2000 bad borrowed. 
•. federal student loans by the time they had finished their university dearccs" and an additional 
3 percent had rion-fedc.ral loans only.9 A second USDB study found that 68 percent of those 
graduating ttom post-bachelors degree programs had bom,wod from public and private somccs 
at so:me point in theu; education.10 We tako the upper bound of the share of borrowers provided 
by tho port-bachelors dope figw-e and assume that only 68 percent of the 1233S individuals 
potentially eligible for rebates actually have student loans that are b~ing paid oft This reduc°" 
tho ostimatc of recipients to 8388 persons (68 percent of 12335). 

AdJu1tln1 for lnellafbllit)' Dae to Delinquent Repayment Statu• 

Finally, the ballot measure provides that students are only eligible for rehnbursement of 
payments on non-delinquent student loans, The Bank of North Dakota, .vbich issuos a large 
numl:fer of student loans to North Dakota residents, esfuwlteJ that at any point in time 
approximately 10 percent of its loans to such rtudents arc delinquent. 11 We asaumc this figure is 
representative of the delinquorncy :rate of North Dakota student loan borrowers .ft'om all lenders, 
Assuming that 90 percent of the 8388 rcmafnjng individuals in the pool or eligibles are non­
delinquent yields an estimate that 7549 persons would be ellgi'bte to receive the rebate annually. 
Multi}11yin; thia figure by the maxhnum rebate or S 1000 per person yields the Center• s final cost 
estimate ofS7.S mlllion.r2 

Data Are Unavailable to Adjust for Return or Eligible Graduates from Non-North Dakota 
Ittstitadons 

The Center's cost cstu!latc is built on the key assumption that the potential eligible pool 
of reimbursement elaimarrts flows from employed uncler-30 graduates of North Dakota public 
and private colleges and universities. It docs ~ot include in the pool an estimate of the number of 
North Dakota young people who leave the state to attend college and gramiate school in other 

'National Comer fbr '.Education Statistics. Studmt Fma,sctng of Undsrgraduata EdUt:alion: I 999-2000. July 2002, 
pp. 17 and 29, 

to National Ceuter f'or Educatiou Statistics, Student FiMIJGing of Graduate a11d First•Prof,monal Education, 1999· 
2000, 1uly2002, p, 103, 

11 Letter from BUik of North Dakotl President Brlc Hard.mayer to John Walatadi North Dakota Legislative CoUIWil. 
dated May 9, 2002 (providmg the Bank'1 estlmlte ofth,, ;ost otthe robate program). 

u Tho USDB •~incited in footnotes 9 and 10 indicaie that bachelors andpost•bachelara pduates took out an 
a-ve:a&e ofSl 7,000 and $39,000 in 1tudea.t loans, respe0t:ivcty. It therefore sums reasonable to assume that OVtr'f 
eliafble b01tower will ree~.ive th& mamnum S 1000 annual roimbursement £or tho Ml five yean, 

6 

.... -· ----~-----·-· _.,._.. ,,;:Q5J¥)4;.e:Jth ... ~ .... - ~-···- ~-·---· ----- nd 
d d l I Gd t Mo<krn Information systems for ml,crof t lmlng • 

The Mlcrogrephlc Images on thfe fflm are accurate reproductions of reeor 8 et ve~ nd~~ds of the Amerfoen National standards lntr.itute 
were filmed In the regular course of buafnesa, 11,e photogr1:1phll~A pro1cesls meel 8 fb~e than thh Notice tt ts dua tn the qutJUty of the 
(ANSI) for archfval n,fcrofflm, N01'JCE1 If thr. fflmed image a~ve B ess eg ' 

doellntnt betrni filmed, -~:tl-JAu~m.__f0~t..L.W¥@~~f~ ___ __..I ........ C2,_/2_/g 62~ 
<,,. U)~ ~ 1 C_e , Dato 

Operator flf!')nature . 



.. SEP,20,2002 8159PM '·-.' --

states but return to North Dakota to work after grada.ating. Neither does it include an estimate of 
the number of college and post-bt~ohelors degree ~,:a.duates under the age of 30 who move to 
North Dakota for the first timo after graJuatlng ar.td would be eligible for the rebates as well. 

It does not appear that reliable data arc available to revise the estimate to account for 
theso two categories of individuals. TC\ put the significance of the first category in perspective, 
however, it is worth noting, first, that in the most recent year fbr which data arc available (Fall, 
1998). only 18 percent of North Dakota residents whn entered college attended non-North 
Dakota institutions.13 Second, an ULoublished paper by USDB statistician Krirtin Keough Perry 
estimates that while "Sixty-four petel•,nt of student, who graduated from BYl. out-of-state college 
[in 1993] had moved back to their orl.tinal state of residence one year after graduation," this had 
dropped to 52 percent by 19~7 .14 These a.re national aver-ages, and no state-specific or even 
regional breakdowns are available. It seems reasonable: to assume that North Dakota would 
experience lower rates of return and long-term retention of students who left tho state for college 
than the average state. Even if one were to assume tbat 52 po:rcent oft.ho 1226 North Dakota 
freshmen who started attending out-of.state colle11es in the Fall of 1998 would retum t.o the state 
(along with a comparable number of their peors matriculating in other years), adjus1ments would 
still have to be made for those who return to a.tl'.e:nd graduate school, would be unemployed, not 
have student loan debt, or have other disqualifying characteristlcs. In the absence of reliable data 
on these issue!l1 wr:t have declined to make any adjustm.ent to the cost estimate to nccount for 
retumin.g graduates. It should be noted again that focusing on rcccn.t graduates of North Dakota 
institutions docs in fact capture the lion's share of the likely pool of eligible rebate recipients 
irom. among previous North Dakota residents, Policymakers and citizens in North Dakota mty 
be ablo to assess from their oVlll personal CA'Perience how frequently North Dakota young people 
ret-um to the state to work after graduaclng from out-of .. sta~e schools. 

Data Are Unavailable to Adjust for New lounl~tion 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 rejmbursable student low, 
and would meet the othor eligibility otj.teria. Internal Revenue Servico data. indicate that 8828 
taxpayers (represcmting 16766 claimed personal exemptions) flied fe<llffll.l tax returns from North 
Dakota in 1999 after having .filed their retum as a resident of another ,;tate or foreign coWltry in 
1998, 15 Again, however, th=re is no availablo information concerning the age or employment 
status of these in-migrants, or indeed with respect to any of the oth~ characteristics affecting 
their potential eligibility for the rebates. In the absence of reliable data, we decline to adjust tho 
cost estimate to incorporate potentially eligible persons in this category, Again, we would argue 
that our assUlllption that any person who is eligible for the rebate one year after graduation will 

11 'National Center for Education Sta.ti.sties, ?.001 Dlgeri of Educa.tion StatiJrfes, Table 204. 

u Krlstm Keough Perry. Where College Stud,ntJ Live after They Graduate, unpubliahed paper clatod lune 11, 2001~ 
p, 3, Tho study is hued on the Department of:Education's "Baccalaureate and Beyond Longlru.dinal Study," 

u IRS Statlstlca of Income intc:atato migration do.ta., tmpttblisb.ed, It is worth noting that between these two years 
then, was a net out-migi-atfon from North Dakota of 3207 federal taxpayers, representing 6832 cla.imod p011onal 
exmiptions, 
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remain em.ployed 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 f'or returning 
North Dakota reridents or llO\V in-migration of rrbate-oligiblc persons, 

'\'\'hy Current North Dakota Unlvenity System Enrollees Are Not Included in the Potential 
Claimant Pool 

One final methodological question inay arise that it seoms advisable to anticipate and 
answer. In addition to graduates who are employed in North Dakota, Table 9 of the Nt>US study 
reports on two additional categories ofNDUS graduates who remain residents of the state ono 
year post-graduation. One category consists of individuals who have re-enrolled in NDUS 
:institutions, and the other consists of persons who have both re.enrolled and are working. A 
question may arise as to why under .. 30 individuals in thes.e two eategorles were not also counted 
as people likely to remain in the state long-tenn and eventually claim the robates. I.ndeed, it 
miglit be asserted that the seoond oategory would be likely to claim the rebate as soon as it is 
available, while they are still enrolled in their second NDUS institution. 

With respect to this latter argument, we hav~ asrwn.ed that people who arc re-enrolled in 
NDUS institutions, even if they arc working, arc not ounently paying off studont loans but rather 
are dcfetrln.g payment until thoy have graduated (as federal stud=nt loan rules pormit). The 
prt>gram is a reimbtttscment of actual borrower ropayments, not a repaym.!Sht of outstanding 
principal; if' no repa}'ments arc occurring, no reimbursement oecurs. The answer to the first, 

·-, broader question. is that nieny of the pmons in theso two categories are, in fact. effectively 
captured in the pooL If they graduate ftom. the second program and are at work in North Dakota 
one year following graduatio11t they will be coun~ed in the estimated annual addition to the pool 
represented by the "Employed in North Dakota Only'' column of Table 9 in that yeai, 

Thi Bank of North Dakota's Cost Estimate 

The Bank of North Dakota has prepared its o?JD. estim,ate of the annual cost of the rebato 
pro~ $24.3: rlllion (exclusive of administrative costs).16 The Bank's methodology starts by 
takirlg its own pool of what it belie-Ve$ to be North Dakota .. rcsidont bomwers 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 believes its own loam represent. Finolly, the Bank 
then cu.ts this numbet by l O 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 account the possibility that many of its current b0tr0wers could bo ovct thirty 
or not employed and therefore not eligible to claim the rebate. (Note that a 28 year old graduate 
of a post-bachelors program could Ba.Sily be repaying loans well into his/her thlrties.) Second, 
the Bank has provided no verifiable docw:nentation of its estimate of'its share of the North 
Dakota student loan mar~ct. Finally, tho Bank assumes that any student loan billing statement 
mailed to a borrower at a North Dakota address represents amident ofthe state. This seems 

u See foomoto 11. 
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like a questiobable assumptio~ many youag people tuove frcqu.ontly and we their parents' 
addressc, u their mailing addrt,ss - partioularly for critical mail like student loan bills. (In 
addition. soxne pa.tents of non-resident graduates m,.y be receiving their children's student loan 
bill• because the parents are actually repa;ying thom,) 

Because the B81lk' s boITOwer data do not include information about- and may not 
correlate closoly 'With-most of the critical eligibility criteria for the rebate progtam, it seems 
preferable to uso the type of "bottom-up" analytls underlying the Center's cr,st estimate. The 
North Dakota UnivfJl'Sity System's tracldtig data provide a solid foundation for this analysis 
bccauac they petmit a ready identification of d.egreed graduates under the figc of' 30 who are 
employed in North Dakota-the three most unportant eligioility criteria for the program, 
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