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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2146
Scnate Political Subdivisions Committee
QO Conference Committee

Hearing Date: January 16, 2003

Gy a AR e S i - s

Tape Number Side A Side B Meter #
1 X 3,755 - End ]
X 0- 3181 ;
Committee Clerk Signature :
Minutes: ’7

{ﬁ CHAIRMAN COOK opened the hearing on SB 2146. All senators in attendance. SB 2146 is
relating to real estate broker and real estate salesperson license and renewal fees,

Testimony in Support of SB 2146:
SENATOR LEE spoke in favor of SB 2146, (See attached Testimony)
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She also passed out B- mailed copies from Kris Sheriden, Real Estate Agent. (See attached copy)
Pat Jergenson, Secretary Treasurer, ND Real Estate Commission spoke in favor of SB 2146

Roger Cymbaluk, Vice Chair of ND Real Estate Commission, spoke in favor of SB 2146

(See attached testimony) Mr.Cymbaluk also presented 3 exhibits. (See Attached)

SENATOR COOK asked what the revenues of $1200, in other funds, was for on the fiscal

note.
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Hearing Date: January 16, 2003

Pat Jergenson answered the $1200 would be in calculation of what they would get for new
licenses coming in if this bill goes into effect. The rest of the budget for this year would be a
projected increase of a $100 for this year.

Roger Cymbaluk stated that there would be no increase in the license fees but there would be an

increase in some of the other services such as change of address. That would be the $1200

)

impact.

SENATOR COOK asked, also in the fiscal note in the explanation, it stated that we project
$117,690 increase in revenue for each fiscal year. In Roger;s testimony, you got that figure from
raising the individual license fee from $50 to $100 and the other fee from $60 to $125, which
comes up to $117,000 but in the fiscal note you show revenues of $235,380. Is that if the fee
went to $2007?

Pat Jergenson answered no, that would be for two years.

SENATOR COOK asked Roger; where did the reserves that you have been taking money out
of for the last two years come from.

Roger Cymbaluk answered the reserves came from three different areas. One is that the real

estate agent use to process all of the applications and the testing, which is about a $10,000 Lill.
That is now being done electronically in a couple of locations, so that is not a revenue, The
second is that we are mandated to have a $60,000 recovery fund and that is every time a new
licensee makes an application for a license, they have to put $20.00 in for the recovery fund.
Over a petiod of time that recovery fund had built up substantially and interest rates where alot

different. The funds from the interest are no longer available and the recovery fund at one time
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Senate Political Subdivisions Committee
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/\ Hearing Date: January 16, 2003

was at $100,000 and we now have about $77,000 in the account. By law we can use $17,000 of
those funds but we need by law to keep a $60,000 cushion,
SENATOR COOK asked if the real estate commission was subject to state audits.
Roger Cymbaluk answered that they are, but they do pay for their own audit. They bid it out to
people in the private sector but that is subject to review by the state auditing department. The
state auditing department does audit the individual expenses.
SENATOR POLOVITZ asked how often the fees were accessed.
Roger answered the license fee is every year. January 1 it is due,
Claus Lembke, ND Association of Realtors, introduced Ninetta Wandler, Jerry Engel and Don
Dietrich to testify in support of SB 2146 on three different points,

m Ninetta Wandler, President of ND Association of Realtors (see attached testimony)

Don Dietrich, Broker, Dietrich Realty and Auction Grand Forks (see attached testimony)

Jerry Engel, Broker Associate with Oaktree Realtors (See attached testimony)

Al Jaeger appeared as a licensed real estate broker and asked for a do pass on SB 2146.

Testimony in opposition to SB 2146

John Vonrueden, Vonrueden Real Estate, works individually and spoke in opposition of SB

2146 because the added fees would be a financial burden on the small realtors.

Representative Frank Wald appeared in his own behave, He has a brokers license that is

inactive. He has nothing against bill except the fees increase . He requested that the inactive |
status fees be kept at $60.00 a year,

Leon Mallberg of Stanton ND, appeared in opposition to SB 2146.

{D Harry Berg Auctioneer and Realtor, opposed SB 2146, No justification in the bill.
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Earl Allen, Realtor and Broker, opposed SB 2146,

Kathy Felst, Bianco Realty, Bismarck, opposed SB 2146, She is concerned about the new

realtors coming into the business.

Greg Gerhardt, Realtor, did research on fees in other states and left copy. r
No other testimony,

CHAIRMAN COOK closed the hearing on SB 2146,
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO SB 2146
Senate Political Subdivisions Committee
& Conference Committee

Hearing Date: January 24, 2003 (Discussion)

Tty L A e s A i e

Tape Number Side A Side B Meter #
1 X 3945 -5176

_ (discussion) 2

1

Committee Clerk Signatur '

ommittee Clerk Signature _{2@,‘%‘4@7/ |

Minutes: ,_g

!

‘/’"\] SENATOR COOK opened discussion on SB 2146, He suggested that an amendment is i

J i

pursued to set these fees at where the testimony indicated they needed to go rather than give them :

liberty to go up to two hundred dollars. v

SENATOR JUDY LEE would like to have the fee set so they have sume flexibility so they ,;

{

don’t have to come back. |
SENATOR COOK will have amendments next week.
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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2146
Senate Political Subdivisions Committee
QO Conference Committee

Hearing Date: January 31, 2003 (Discussion and Action)

Tape Number Side A Side B Meter #
1 X 4340 - 5100
Committee Clerk Signature /ﬁw
>
Minutes

ﬁ O * CHAIRMAN COOK opened the discussion on SB 2146. All in Attendance (6)
Ty

Relating to the fees for the Real Estate Commission,

CHAIRMAN COOK had a problem with setting the fees up to two hundred dollars. He would
like to see it reduced to what the fee actually will be. If he is the only one that feels that way,
then will pass the bill out as is. If not feels there should be discussion on the issue.

SENATOR JUDY LEE passed out information made available by Pat Jergenson, Executive
Director of the Real Estate Commission (See Attached) which shows what they are looking at as
far as expenses and budget projections. It is not an official budget but shows you what they are
looking at and that they end up with a budget of approximately $250,000 for the next two years.
In ordet to meet that $250,000 number a suggestion was made that the firm fees would have to be
at one hundred fifty dollars. This is a little different from her original testimony. Senator J Lee

\  pointed out to the membets of the committee that SB 2128 was passed which allowed four
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Senate Political Subdivisions Committee
Bili/Resolution Number SB 2146

/\\ Hearing Date January 31, 2003

hundred dollar for a money brokers application fee and three hundred dollars a year annual
license fee, which is significantly more than what we are paying here. Because of that she trusts
these commissioners to make fair decisions. Senator J Lee hesitates to put a lower cap on there
which would makes them come back to the legislature.

SENATOR JUDY LEE moved a DO PASS on SB 2146

SENATOR SYVERSON seconded the motion,

Roll Call Vote Yes 5 No 1 Absent0

SENATOR SYVERSON will carry the bill.
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FISCAL NOTE

Requested by Legislative Councill
01/03/2003

Bill/Resolution No.: SB 2146

1A, State fiscal effect: /dentify the state fiscal effect and the fiscal effact on agency appropriations compared to
funding levels and appropriations antlcipated under current law.

2001-2003 Biennlum 2003-2005 Biennlum 2005-2007 Biennium ‘
General |Other Funds| General |OtherFunds| General |[Other Funds !
Fund Fund Fund :
Revenues $1,20 $235,380 $236,380)
Expenditures ]
Appropriations
J_@_. County, city, and schovl district fiscal effect: Identify the fiscal etfect on the appropriate political subdivision.
2001-2003 Biennium 2003-2905 Biennlum 2005-2007 Blennium
School School School

Counties Citles Districts | Cuunties Cities Districts | Countles Citles Districts

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to
your analysis. ,

The Cominission depends on real estate ticense renewal fees for the majority of its income each fiscal year. We receive no
appropriations from the state budget. The proposed legislation would establish a $200 cap on real estate license fees and remove
the incidental fees from the taw thereby allowing the Commission to set reasonable fees administratively. We project
$117,690,00 increase in revenue each fiscal year.

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

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

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriats, of the effect on
the blennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

[Name: Patricla M. Jergenson IAgenoy: North Dakota Real Estate Commission
[Phone Number: 328-9737 [Date Prepared: 01/08/2003
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2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 7
BILL/RESOLUTIONNO. %13 4d/#6 Do 18sS

Senate  Political Subdivisions Commiittee

Check here for Conference Committee

Legislative Council Amendment Number
Action Taken Do 4,73, 8.5

MotionMade By Somatar Judy Lee  Seconded By _.St.z&_ﬁe_ﬁ_w

. Senators

§ Senator Dwight Cook, Chairman
Senator John Q. Syverson, V C
Senator Gary A. Lee

| Senator Judy Lee

| Senator Michael Polovitz

Total  (Yes) g No {

Absent o
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REPORT OF STANDING COMMITTEE (4190) Module No: SR-20-1490
February 3, 2003 9:05 a.m. Carrier: Syverson
insert LC: . Title:.

/'\ REPORT OF STANDING COMMITTEE
SB 2146: Political Subdivisions Committee (Sen. Cook, Chalrman) recommends DO

PASS (6 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). SB 2146 was placed on the
Eleventh order on the calenclar,
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2146
House Industry, Business and Labor Committee

O Conference Committee

Hearing Date March 4, 2003
Tape Number Side A S‘de B Meter #
2 X 28.5-end
2 X 0.0-13.9
2 e X 16.2-18.0
¢
Committee Clerk Siﬁwmw

Minutes; Chairman KeisMhe hearing on SB 2146,

'f*) Pat Jergenson, Secretary Treasurer of the North Dakota Real Estate Commission,

introduced SB 2146 and testified in support of the legislation. (See attached #1) She then
introduced Senator J. Lee, District 13, who testified in support of SB 2146. (See attached #2).
Chairman Keiser: The previous bill, SB 2145, if we can transfer $24,000 back to the violators,
assuming that you have 1000 members paying into the fund, that would be a reduction of $24 of
the fee. If we left the fees alone, we're picking up $ 23,000-$24,000 in the budget, How does that
affect the budget projections? Does it solve the problem, in and of itself?

Senator Lee: Perhaps the Bxecutive Eirector could answer those specific questions, My
response is this: we asked for a projected budget from the director when we were looking at this
on the senate side, there was an adjustment in the fee for firms that was made. There just wasn’t
any way to get the money up there. Their fiscal year is not a calendar year, they won’t do theit

budget until this spring with this going into effect in the summer. They need to see what comes
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House Industry, Business and Labor Committee
Bill/Resolution Number SB 2146

AN Hearing Date March 4, 2003

out of the legislature session in order to go forward, The $100 gives them some latitude, In order
to be responsible and not have to ask them to come back for a $5 increase, we thought this was
appropriate.

Rep. Kasper: Where the $10 annual fee is being struck, it appears that we are setting an
opportunity for the fees to be set by the commissioner at whatever level they desire. What is the
intent there?

Senator Lee: I can’t answer that properly.

Roger Cymbaluk, Vice-Chair, North Dakota Real Estate Commission testified in support of

e m e R ST e e T e e

SB 2146. (See attached #3 with 4 additional exhibits)
Rep. Kasper: The Errors and Omissions Bill of 2001, has that met your expectations? Is there

~  anyrevenue stream coming from that?

Cymbaluk: It met our expectations in the sense that a lot of the people we talked about in SB

2145 who have licenses that came before the Commission, we felt there was nothing that was
illegal. We encouraged them to seek relief through the E & O Program. A lot of agents did
nothing legally wrong, we can’t charge them for stupidity. Some times there are errors and
mistakes, Say if it’s an encroachment on property survey lines. Lots of times an agent doesn’t
have the personul resources to deal with the ramifications of those issues. That is where it’s been
really effective. The frustration with it is that there is a $125 cap,

Rep. Klein: Do you hire auditors or CPA’s to perform your annual audit?

Cymbaluk: We bid that out and it has to meet state guidelines.

Rep. Johnson: Here on Exhibit 4, what is the debt retirement exactly?
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Cymbaluk: We have built up some legal fees and we have to pay off sick leave and vacation pay
for our longtime Secretary-Treasurer who retired last year,

Chairman Keiser: What is the current reserve in the fund?

Cymbaluk: We are mandated by law to hold $60,000 in a recovery fund, That is set up to handle
a critical situation if a realtor should do something really bad and the E & O wouldn’t cover it.

The public can collect up to $20,000 per occurrence. We haven’t had occasion to use that but

every agent who applies for his license the first time pays a one time fee of $20 which is i

deposited in the recovery fund.
| The final thing I want to discuss with you is the ARELLO Group handout (See attached #4 ) that

| is being passed around to you right now, It breaks out income streams for all states. The second (

pages outlines fees and so forth,

e N e L

Chairman Keiser: On your Exhibit 2, for 2002-2003, your budget is $127,310. With the
proposed new fee schedule it goes to $245,000, that reflects a $118,000 increase. Looking at ;
Exhibit 4 on the expense side we're adding $38,500 in the biennium for travel to the ARELLO "
Conference.

; Cymbaluk: That has always been part of the budget up to this year.

Chairman Keiser: But on the last page you are continuing to carry forward legal fees and

investment costs at $20,000. Are those the fees you were previously paying in that

< $23,000-525,000 per year? Won't we tecover those in SB 21457

Cymbaluk: That's right about the $23,000-$25,000. But no, we won’t recover, we only recover

if somebody is found guilty, We will rarely see a $2500 fine levied by the current Commission,
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House Industry, Business and Labor Committee
Bill/Resolution Number SB 2146

~~ Hearing Date March 4, 2003

More important is that ability to recover costs if we’re run around the flagpole. In Exhibit 2,
we've taken $15,500 from those extra funds, we haven’t touched the $60,000 Recovery Fund,
but we’ve milked the other down from $100,000 to $60,000. We should have been here two or
even four yeats ago.
Claus Lembke, NDAR, introduced Ninetta Wandler, President of NDAR, Larry
Sundbakken, Minot, and Randy Schwartz, Fargo, to present testimony it support of SB 2146,
’ (See attachments # 5, #6, and #7, respectively)
| Rep. Kasper: Do local realty boards duplicate the functions of the NDAR? How are complaints
handled?
Schwartz: Nothing relating to licensure is handled by local realtors. A local board has
/':-) providence over its membership but not all licensees are in fact realtors, Complaints can be
submitted locally or to the State Board, it’s up to the complainant.
Al Jaeger, spoke on his own behalf, and testified in support of SB 2146, “I’ve trusted this (
commission for 30 years, they won’t run amok if given what they are asking for in this
legislation. They have to be reimbursed for their expenses. The commission is appointed by the
Govetnor, there are checks and balances in the system in terms of the realtor organization. I want

to go on record as being in support of both SB 2145 & SB 2146,”

Rep. Severson: How many continuing education hours are required?
!

! Jaeger: I think it’s 24 every 2 years.

i

i Lembke: For the record it’s 16 hours every two years,

Rep. Froseth: Rep. Kasper’s question on page 1, section IV, lines 19, 20, 21 wasn't clarified.

\ Can someone respond to that?

- "
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House Industry, Business and Labor Committee
Bill/Resolution Number SB 2146

~~  Hearing Date March 4, 2003

Jaeger: I just looked at the bill, I think that is enabling legislation, it's not out of the ordinary, the
other sections have the limits in them,
As there was no one else present to testify either in support of or in opposition to SB 2146,

Chairman Keiser closed the hearing,
Chairman Keiser called for committee work on SB 2146,

Rep. Nottestad seconded the motion.

Rep. Froseth: If this passes, Rep. Kasper had better be able to defend the fee increase when this

|

|

|

Rep. Thorpe moved a Do Pass. §
}

H

i

hits the floor. Fee increases haven’t been received very kindly on the floor this session. @

(/D Rep. Klein: Won't this cap keep them from having to come back in a couple years? ;

Rep. Froseth: The budget that was presented was based on about half the cap. That ought to be ]

pointed out on the floor,

|
Rep. Severson: I will have to oppose this because my realtors, my constituents, have gotten to {

me.
Results of the roll call vote were 12-1-1,

Rep. Kasper will carry this on the floor.

- e
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2146
House Industry, Business and Labor Committee
Q0 Conference Committee

Hearing Date March 5, 2003

Tape Number Side A Side B Meter #
2 X 36.5-47.2

/
Committee Clerk Signature /( [ T2 A~
Minutes: Rep. Kasper moved t&emnsiﬂler the committee’s action of March 4, 2003, in which

f’) SB 2146 was passed out of committee. SB 2146 relates to the real estate brokers increasing their

fees substantially.

Rep. Ruby seconded the motion, Results of the roll call vote were: 5-8-1.

The motion to reconsider failed.

Rep. Kasper stated that the buzz on the floor is that the bill will be killed because the fee is too

high, If the fee were changed to a more modest increase, it would save the bill.
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(For Sen. J. Lee)

Scratch Pad for Bill: SB 2146

w“”’r\

8B 2146 W
Political Subdivisions Committee & T ..
January 16, 2003 4 ¢

SB 2146 will permit the Real Estate Commiggsion to increase
license and renewal fees.

The figures which are proposed are maximum fees. It is unlikely
that the fees would inorease to that new level in the near
future. But the current fees of $60 for a brokexr, $60 for a
firm, and 850 for a salesperson have been in place since 1995,
and the cost of conducting the business of the Commission has

dramatically increased.

I have heen in the real estate business since 1975, and I can
think of no other business in which the cost of going to work is
as little as it is to become a licensed real estate agent. The
Commissioners are absorbing personally the increased costs of
doing their work by paying all of their own expenses and not
taking their per diem pay. This is not fair. The dedicated
people serving on our state boards and commissions deserve to
have their expenses paild and to receive their per diem pay.

In fect, I would be even more favorable to the idea of not
setting any amounts in statute, but leaving the amount of the
license fees to the Board itself. We just passed a bill out of
the Human Services Committee which makes that change for a board
which regulates one of the health professions, and I think it's
a good idea. The people gerving on our ND boards and commigsions
are responsible people and deserve our trust that they will
perform their duties in a professional manner.

Whether you accept the increased amounts already in SB 2146 or

remove the amounts entirely, I urge the committee to support the
idea of allowing the Real Estate Commissgion to establish license
fees which will provide the funding they need to continue their

work on behalf of ND citizens.

http://auth.intranetapps.nd.gov/lt/legislature/laws?request=LR LawsPrintScratchPad&memt... 1/15/2003
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Good Morning.

Here are my thoughts on these bills:

The reality is that w. cannot continue to operate the Real Estate
Commission without an inocrease in fees and the ability to recover our
investigation costs.

The North Dakota real estate consumer has the right to expect that
licensed real estate agents are governed by a fair, impartial and
knowledgeable group of people., With the changing demographice, the
rising cvsts of technology as well as the expensive process of properly
investigating claims made by consumers, it is not economically feasgible
for the Commission to do its job.

S8ince I have the opportunity to interact with both Mn and ND licensing
agencies, I see firgt hand what an advantage we have in our statle.

The Minnesota Department of Commerce is comprised of state bureaucrats
and attorneys who direct the course of the industry.

In ND we are so fortunate to have a Commission made up of people
involved in the real esi:ate business on a daily basis. I like the fact
tiat fellow real estate professionals are governing my business and I
think that the consumer is better served because of it.

Without the ability to run the Commission in a fiscally responsible
way, we cannot continue to do what 1 believe the public and the real
estate licensees want us to do.

It just costs more today to be in any business or to run any
organization.

This past year we have had to make dome pretty dramatic changes in
order to pay our bills. No longer can we send someone to the Arello
conferences. This is a huge disadvantage because, as you know,
interacting with other Commissioners from around the country is how we
stay on top of the many changes in the industry.

Also, when we receive a complaint from a consumer, we have to really
take a long, hard look at it before the investigation process starts as
we have no extra money to spend on iffy cases. I don't believe that is a
proper way to run a licensing commission.

The Commissioners are paving their own expenses this year(and last
year) for all the msetings in order to keep the costs down.

We are uviable to move ahead with technology because of our budget
problems, The Commission needs a website with important information for
the public and the licensees and we are unable to do it.

We do not have the income to hire a trust accout auditor even cn a
limited basis. I think we have a responeiblity to audit trust accounts
ol a pariodic basls and that is not happening.

The real estate business has changed dramatically in the past 5 years.
It's become much more complicated both for licensees and the consumer
and the ND Real Estate Commission must be able to do its job of
protecting the public and enhancing the professionalism of the

industry.

With the current fee structure, we are unable to be effactive in our
mission and the future looks pretty bleak without an inorease in

incoma.
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f ) Senate Bill 2146

Testimony before the Political Subdivisions Committee
January 16, 2003

By: Pat Jergenson, Secretary Treasurer
North Dakota Real Estate Commission

Mr. Chairman and members of the Political Subdivision Committee; on
behalf of the Real Estate Commission I want to thank Senator Lee and
the other cosponsors for assisting us with the introduction and

sponsorship of Senate Bill 2146.

My namne is Pat Jergenson. o 0\0 f)
NG
'S BV
e Senate Bill 2146 has been introduced at the request of the North Dakota

Real Estate Commission. The purpose of this bill is to request a cap of
$200 for all real estate license fees and to remove the incidental fees
(such as license transfer, duplicate license, and change of name) from the
law thereby allowing the Commission to set reasonable fees
administratively. It is important to note that the Commission depends on
license renewal fees for the majority of its income each fiscal year and

that we receive no appropriations from the state budget.

And now I would like to introduce Commissioner Roger Cymbaluk, Vice
Chair of the Real Estate Commission, who is here to present our

testimony
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Senate Bill 2146

Testimony before the Political Subdivisions Committee
January 16, 2003

By: Roger Cymbaluk, Vice Chair
North Dakota Real Estate Commission

Mr, Chairman and Members of the Political Subdivision Committee:

The North Dakota Real Estate Commission was established in 1957.
During the last 46 years license fees have been increased 4 times, in
1967, 1983, 1989, and 1995. These fee increases were in increments of
$5.00 and $10.00. When we came before you in 1995 our total income
from all sources was $125,475.00 - our 2002 total income from all
sources was $127,173.00 and we are projecting an income of
$127,300.00 in 2003, which represents a 2% increase in income. Qur
expenses in 1995 were $137,777.00, in 1999 $139,642.00, in 2000
$145,444.00, in 2001 $155,220.00 and in 2002 $159,877.00. That
represents an increase of 14% since 1995. We have been drawing ont
reserves for several years, however they are gone and in order to balance
the 2003 budget approximately $24,000.00 was cut from an already
conservative budget. (See Exhibit 1) The Commissioners are paying all
of their own expenses and are not taking their per diem for Commission
meetings, there is no out of state travel, half of our meetings are held by
conference call, printing and office supply expenses were reduced, as

well as accounting fees, legal fees and investigation costs. There has not
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Testimony of Roger Cymbaluk, Vice Chair
Senate Bill 2146
Page 2

been an auditor on staff for 3 years. All of these items have resulted in

the reduction of some services.

Legal costs consume approximately 19% of our expense budget.
($24,789.00 in 2001 and $23,742.00 in 2002 alone) We do not foresee
the number of complaints decreasing, nor will the cost of processing
these complaints. It is very difficult to budget an item such as this and it
has had a definite impact on our budget. We are addressing the recovery

of some those costs in Senate Bill 2145.

With the passage of this bill we anticipate an increase of the salesperson
license fee from $50.00 to $100.00 per year and the firm and broker
license fees to increase from $60.00 to $125.00 per year. The projected
results of these increases are demonstrated in Exhibit 2. We do anticipate
a decrease in the number of inactive licensees. (Exhibit 3) Using these
figures our revenues would increase by $117,690.00. This represents a
large increase in our income but it is important to point out the following:
1. We do not have an auditor on staff. The auditor’s position
is important as it not only oversees trust accounts, they
assure they are being properly managed and an auditor
would provide the Commission with information
regarding areas that require more education or
clarification regarding license law thereby providing a

servieg to the public and licensee.
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- Testitmony of Roger Cymbaluk, Vice Chair

Senate Bill 2146
Page 3

Salary, training and travel expenses would be
approximately $40,000.00 per year,

2, We are examining ways to contain costs and improve
efficicncy but we are unable to move ahead with
technology and stafl training due to the lack of funds.
Most of the daily operations of the office have been done
manually. A licensee database, forms available on the
computer, and a web site are a few of the items that would
provide a faster, cost efficient manner to serve the public
and the licensee.

! . 3. We have reduced the current fiscal year budget by
$24,000.00 resulting in reductions in all areas of operation

of this agency.

Though it was apparent that there was a need for a license fee increase,
we did not come before you with this legislation in 2001 because our
focus was on the passage of legislation requiring all licensees to have

errors and omissions insurance for consumer protection.

The Commission: has always been conservative in it’s spending and we
intend to continue in that manner. Passing this legislation with the $200
license fee cap would allow the Commission to continue to do what it

was established to do; ensure that the interests of the public who use the

N . . . .
;e services of real estate licensees are adequately protected, investigate

The micrographic imeges on this f1lm are accurate reproductions of régérd;“deiivored to Modern Information Systems for miorof!iming and
were filmed in the re1ul|r course of business., The photographic process meets standards of the American National Standards Instftute
(ANS1) for archival miorofilm. NOTICE: 1f the filmed image above fs{;Zi; legible than this Notice, {t is due to the quality of the

document being filmed. )J\ |
X‘ LE ;{Qﬂﬂilg‘ L ) C¢ 78, "/,é__:'_ﬁaﬁ
Operator’s Signature ~

hate

»re



é&mm1ﬁu

Testimony of Roger Cymbaluk, Vice Chair
Senate Bill 2146
Page 4

complaints alleging misconduct, issue real estate licenses to brokers and
salespeople, and determine what is appropriate education in real estate
without having to come before you every few years for incremental fee
increases. Cusirent law requires that we would come before you to
increase a $10.00 transfer fee to $12.50. We believe that your time is

valuable and can be used in a more worthwhile manner.

Based on the information you have received today you can see that the
Commission has demonstrated its ability to exercise sound fiscal

R management and its desire to keep license fees and the other fees at a
reasonable amount. Just to recap: we cut our current budget by
$24,000.00 (19% compared to the Governor’s call for a reduction of 5%)
which resulted in the Commissioners paying all of their own expenses
and not taking their per diem for Commission meetings. And there is no
out of state travel, half of our meetings are held by conference call,
printing and office supply expenses have been reduced, as well as

accounting fees, legal fees and investigation costs. These budget cuts

A N e Ty A b e ™ e T A T e o L AR At g e

have had an impact on the services we can provide to both the public and

the licensees.

We ask that your Committee give favorable consideration to Senate Bill
: 2146,

Thank you.
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Exhibit 1

NORTH DAKOTA REAL ESTATE COMMISSION
July 1, 2002 - June 30, 2003

Expense Budget
Account 2001-02 Budget Projected Yr End 2002-03 Proposed 2002-03 Actual
Payroli 73,396.00 76,511.00 66,676.00 66,676.00
Staff Travel & 1,900.00 900.00 4,032.50 1,500.00
Expenses
Retirement & 17,200.00 16,850.00 15,984.00 15,984.00
Health Insurance
FICA, Workers’ 7,000.00 6,233.00 5,300.00 5,300.00
Comp, Job
Service
Commissioners’ 11,000.00 11,000.00 10,992.50 2,500.00
Salary/Expeunses
Printing Costs 4,500.00 4,500.00 [  4,800.00 3,000.00
Office Supplies 900.00 900.00
Postage 2,500.00 2,200.00 2,500.00 2,500.00
Professional Fees 3,990.00 3,790.00 3,410.00 1,910.00
Rent 4,680.00 4,680.00 4,680.00 4,680.00
Telephone 1,300.00 1,300.00 1,300.00 1,300.00
Office 900.00 800.00 1,000.00 1,000.00
Equip/Main
Legal Fees & 13,000.00 26,000.00 26,000.00 16,788.00
Investigation
Custs
Property & 1,422.00 1,272.00
Liability
Insurance
Miscellaneous 2,810.00 2,200.00 3,200.00 2,000.00
TOTAL 144,176.00 156,954.00 152,197.00 127,310.00

Column 3 is the proposed expense amount to maintain our agency at its current

level of efficiency while column 4 is our actual budgeted amount and demonstrates
the efforts that have been taken to deal with our current financial situation and the

need for increased revenue from license fees.

This expense budget does not show the salary and training & travel expenses which

would be required if we had an auditor in place or any funding set aside for
software and equipment upgrades.

(10717/02)
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Exhibit 2

NORTH DAKOTA REAL ESTATE COMMISSION
Income Proposal for Legislature

Account 2001-02 Budget Projected Yr End  2002-03 Approved As Proposcd
New license fees
Firm 1,060.00 1,020.00 2,125.00
Broker 1,980.00 2,100.00 4,375.00
Salesperson 8,100.00 6,750.00 13,500.00 )
Lic. Renewals
Firm 10,440.00 10,440.00 21,750.00
Broker 38,170.00 39,000.00 72,875.00
Salesperson 57,400.00 57,250.00 96,900.00
Inactive Licenses
Broker ** 5,025.00
Salesperson ** 17,100.00
234,250.00
(Subtotal)
Late penalty 670.00 650.00 650,00
Change of add. 1,150.00 1,100.00 1,100.00
Chatige of name 200.00 200.00
Subdivisions )
New 400.00 400.00 400.00
Renewal 1,400.00 1,200.00 1,200.00
Branch offc fee 180.00 150.00 150.00
Dup. License fee 180.00 "~ 150.00 150.00
Cert of licensure 800.00 950.00 950.00
CE approval fee 1,800.00 1,750.00 1,750.00
License Fees total | 124,000.00 123,060.00 123,110.00 240,800.00
Misc. sales’ 1,500.00 725.00 1,200.00 [,200.00
Interest earned 2,000.00 700.00 1,000.00 1,000.00
Fines 1,250.00 3,150.00 2,000.00 2,000.00
Total w/out
transfer from 128,750.00 127,635.00
Recovery Fund
Rec. Fund transfer 15,500.00 15,500.00
TOTAL 144,250.00 143,135.00 127,310.00 245,000.00 |

e T

**inactive license figures were reduced by ¥ in this calculation
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Exhibit 3

; North Dakota Real Estate Commission
) Income Proposal before the Legislature

License fecs

New license fees

Firm 17x8$125 $ 2,125.00
Broker 35 x $125 $ 4,375.00
Salesperson 135 x $100 $13,500.00
License Renewal fees
Firm 174 x $125 $21,750.00
Broker 583 x $125 $72,875.00
Salesperson 969 x $100 $96,900.00
Inactive Licenses
Broker 45x $125 ** $ 5,625.00
Salesperson 171 x $100 ** $17,100.00
Late penalty
$10 per month thru Feb. $ 650.00
Change of address (3$10) $ 1,100.00
Change of business name ($10) $ 200.00
Out of State — Subdivisions
New $100 fee $ 400.00
Renewals $100 fee $ 1,200.00 :
Branch Office fees ($10) $ 150.00
Duplicate license fee (3! 0) $ 150.00
Certificate of licensure ($10) $ 950.00
CE Course approval fee ($50) $ 1,750.00
$ 240,800.00
Miscellaneous sales
includes sale of tabels, books, rosters $ 1,200.00
Interest earned $ 1,000.00
Fines $ 2,000.00
§
| TOTAL § 245,000.00
}i
s
é ** inactive license figures were reduced by Y, in this calculation
~ | 10117102
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Y North Dakota Real Estate Commission
| Expense Budget Projections

2003/04

Payroll
Secretary Treasurer

Administrative Assistant

Auditor
$ 100,000.00

Staff Travel & Expenses
ARELLO Central/Western District Conf.

$850.00 & $850.00
NDAR State Convention
$700.00 & $400.00
ARELLO Annual Conf.
$1,700.00 & $1,700.00
Misc travel  § 150.00 & $ 150.00
Auditor travel/training
$10,000.00 & $10,000.00
$ 13,400.00
Staff Education/Training $ 1,000.00
Retirement & Health Insurance .
NN Blue Cross Blue Shield $520.00/employce (3)
: $18,720.00 & $18,720.00
Retirement: (9.25% of gross salary)
$9,560.00 & 10,221.00,

$ 28,280.00

FICA. Workers’ Comp. Job Service
FICA 7.65% x gross salary
$7,650.00 & $8,109.00
Workers' Comp

$200.00 & $200.00
$ 7,850.00

Commissioners’ Salary & Expenses
9 Commission meetings

$5400.00 & $5400.00
ARELLO Central/Western District Conf,
$4250.00 & $4250.00 (5 attending)
ARELLO Annual Conf, (3 attending)
$5100.00 & $5100.00
ARELLO Board of Directors neeting (3 attending)
$4500.00 & $4500.00

$ 19,250.00

Printing Costs $ 5,000.00
Office supplies $ 1,500.00
Postage , ‘ o $ . 3,000.00

The micrographic images ontﬁf PR
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2004/05

§ 106,000.00

$ 13,400.00
$ 1,000.00

$ 28,941.00

$ 8,309.00

$ 19,250.00
§ 5,000.00
$ 1,500.00
$ 3,000.00
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Professional Fees
ARELLOQO annual dues $500.00
Accountant  $2000.00 & $3000.00

Rent
$390.00 per month (lease runs through 9/30/03)
Telephone
Office Equipment & Maintenance
Technology (develop web site & maintenance)
Legal fees and Investigation Costs
Property and Liability Insurance
Miscellaneous
Reserve funds
Debt retirement

TOTAL

fiimed fmage above is le

$ 2,500.00

$ 5,000.00
$ 1,500.00
$ 2,000.00
$ 16,000.00
$ 20,000.00
$ 1,750.00
$ 2,500.00
$ 5,000.00
$ 13,300.00

$248,830.00

$ 3,000.00

7,200.00
1,500.00
2,000.00
2,000.00
$ 20,000.00
$ 1,750.00
$ 3,000.00
$ 15,000.00
$ 5,000.00

3 9 B e

$246,850.00
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Ninetta Wandler, ABR, CRS, GRI
Everett Real Estate Inc

Box 1036

Dickinson ND 58602
701-225-8183

Senate Bill 2146 A

Testimony before the Senate Political Subdivision Committee
By: Ninetta Wandler, President
North Dakota Association of Realtors

Mr. Chairman and Members of the Senate Political Subdivision Committee.

My name is Ninetta Wandler with Everett Real Estate Company in Dickinson and I
am the current President of the North Dakota Association of REALTORS®.

Our NDAR (North Dakota Association of REALTORS®) has an excellent working
relationship with the ND Real Estate Commission and its staff since its inception in
1957. As a matter of fact the NDAR was instrumental in seeking legislation in 1957

— that created the Commission. As you can see from their testimony, they have a very

! conservative record when it comes to spending and we are very confident that this
will continue in the future. Administratively, they have the same number of
employees today as they had 46 years ago. I don’t think you will find that in many
other Boards or Commissions.

It is for this reason that our Board of Directors last September voted to support this
legislation,

On behalf of our North Dakota Association I am asking for your support of SB 2146.
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The micrograph

Don Dietrich

Dietrich Realty and Auction
1133A South Columbia Rd
Grand Forks, ND 58208
701-746-5312

Senate Bill 2146

Testimony before the Senate Political Subdivision Committee.

January 16, .:003
By: Don Dietrich, Broker, Dietrich Realty and Auction Grand Forks
Mr. Chairman and members of the Senate Political Subdivision committee,

My name is Lion Dietrich and I own and manage Dietrich Realty and Auction
Company in Grand Forks, I am a past President of the Grand Forks Board of
REALTCRS® and chairman of our Political Affairs committee and also a member of
our State Association’s Political Affairs committee,

My point here today is the absence of an auditor at the Real Estate commission. The
Commission’s inability to hire an Auditor is of concern to us. In the past the
commission utilized auditing as a form of education. Whenever the auditor found any
deficiencies he would send a notice to the broker requesting them to correct the
deficiericies. One could always tell when and where such an auditor was working by
a sudden increase in requests for forms or disclosure notices that we have developed
at our State Association. Auditing is good insurance for the Public as well. It seems
invatiable that when we hold arbitration or ethics hearing that we will find some
deficiencies in some files ot activities of our members. Regular audits would detect
this and therefore reduce mistakes or deficiencies

I urge your favorable support for this legislation.

Thank you!
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document being f1{imed

G.W. (Jerry) Engel
Broker Assotlute
— Offico: 70)-223.7422 x206
. Rest  704.250-9347
P Cell:  70}.220.3466
Faxi  701.223-680)
Relo: - 800-279-0071
B-Mall: Jengel @uakirve-realtors com
L] Oakdree Realtors
& slanrck ND 545
Senate Bill 2146
Testimony before the Senate Political Subdivisions Committee
January 16, 2003
By: Jerry Engel, Broker Associate with Oaktree REALTORS
Mr. Chairman and members of the Senate Political Subdivisions Committee. My
name is Jerry Engel and I am a Broker with Oaktree REALTORS here in
Bismarck. I am a past President and cutrently a member of the Political Affairs
P Committee of the North Dakota Association of REALTORS.

The officers of our state association and our Political Affairs Committee discussed
this bill proposal thoroughly during the past few months. Some members raised
the concern that the fees would increase significantly. We do not share that
concern. The conservative histoty of the Real Estate Commission over the past 46
yeats has proven that to us, The Board has always conducted its business in a very
responsible and frugal manner. For this reason we support this legislation and ask
for your favorable consideration,
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Senate Bill 2146

Testimony before the Industry, Business and Labor Committee
March 4, 2003

By: Roger Cymbaluk, Vice Chair
North Dakota Real Estate Commission

Mr. Chairman and Members of the Industry, Business and Labor

Committee:

The North Dakota Real Estate Commission was established in 1957.
During the last 46 years license fees have been increased 4 times, in
1967, 1983, 1989, and 1995. These fee increases were in increments of
$5.00 and $10.00. When we came before you in 1995 our total income
from all sources was $125,475.00 - our 2002 total income from all
sources was $127,173.00 and we are projecting an income of
$127,300.00 in 2003, which represents a 2% increase in income. Our
expenses in 1995 were $137,777.00, in 1999 $139,642.00, in 2000
$145,444.00, in 2001 $155,220.00 and in 2002 $159,877.00. That
represents an increase of 14% since 1995. We have been drawing on
reserves for several years, however they are gone and in order to balance
the 2003 budget approximately $24,000.00 was cut from an already
consetrvative budget. (See Exhibit 1) The Comrnissionets are paying all
of their own expenses and are not taking their per diem for Commission
meetings, there is no out of state travel, half of our meetings are held by
conference call, printing and office supply expenses were reduced, as

well as accounting fees, legal fees and investigation costs. There has not

.........
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Testimony of Roger Cymbaluk, Vice Chair
Senate Bill 2146
Page 2

been an auditor on staff for 3 years. All of these items have resulted in

the reduction of some services, )

Legal costs consume approximately 19% of our expense budget. i
($24,789.00 in 2001 and $23,742.00 in 2002 alone) We do not foresee
the number of complaints decreasing, nor will the cost of processing
these complaints. It is very difficult to budget an item such as this and it
has had a definite impact on our budget. We are addressing the recovery

of some those costs in Senate Bill 2145.

- With the passage of this bill we anticipate an increase of the salesperson
license fee from $50.00 to $100.00 per year and the firm and broker
license fees to increase from $60.00 to $125.00 per year. The projected |
results of these increases are demonstrated in Exhibit 2, We do anticipate
a decrease in the number of inactive licensees. (Exhibit 3) ‘Using these
figures our revenues would increase by $117,690.00. Exhibit 4 is an
example of a projected expense budget showing how we envision the |
revenues would be spent. It is important to point out the following:

1. We do not have an auditor on staff. The auditor’s position
is important as it not only oversees trust accounts, they
assure they are being properly managed and an auditor
would provide the Commission with information

regarding areas that require more education or
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Testimony of Roger Cymbaluk, Vice Chair
Senate Bill 2146
Page 3

clarification regarding license law thereby providing a
service to the public and licensee.
Salary, training and travel expenses would be
approximately $40,000.00 per year.
2, We are examining ways to contain costs and improve
efficiency but we are unable to move ahead with
technology and staff training due to the lack of funds.
Most of the daily operations of the office have been done

manually. A licensee database, forms available on the

’ ’\ computer, and a web site are a few of the items that would

provide a faster, cost efficient manner to serve the public ;

and the licensee. |
3. We have reduced the current fiscal year budget by
$24,000.00 resulting in reductions in all areas of operation

of this agency.

Though it was apparent that there was a need for a license fee increase,
we did not come before you with this legislation in 2001 because our
focus was on the passage of legislation requiring all licensees to have

errors and omissions insurance for consumer protection.

e
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N Testimony of Roger Cymbaiuk, Vice Chair
Senate Bill 2146
Page 4

The Commission has always been conservative in it’s spending and we
intend to continue in that manner. Passing this legislation with the $200
license fee cap would allow the Commission to continue to do what it

| was established to do; ensure that the interests of the public who use the

services of real estate licensees are adequately protected, investigate

complaints alleging misconduct, issue real estate licenses to brokers and

salespeople, and determine what is appropriate education in real estate i
without having to come before you every few years for incremental fee ‘
increases. Current law requires that we would come before you to

increase a $10.00 transfer fee to $12,50. We believe that your time is

) valuable and can be used in a more worthwhile manner.

Based on the information you have received today you can see that the
Commission has demonstrated its ability to exercise sound fiscal |

management and its desire to keep license fees and the other fees at a

reasonable amount. Just to recap: we cut our current budget by J
$24,000.00 (19% compared to the Governor’s call for a reduction of 5%) |
which resulted in the Commissioners paying all of their own expenses

and not taking their per diem for Commission meetings. And there is no

out of state travel, half of our meetings are held by conference call,

printing and office supply expenses have been reduced, as well as

accounting fees, legal fees and investigation costs. These budget cuts

have had an impact on the services we can provide to both the public and

‘the licensees.

S

T S,

The micrographis Images on tﬁis-mm are accurate r roddct‘ioﬁ; of records dolihred to Modern Information Systems for mierofiiming and
were filmed in the regular course of business. T‘hfP photographic process meets standards of the Amerfcan Natfonal Standards Instftute E

n ' (ANS1) for archival microfilm, NOTICE: If the filmed image above fs;g tegible then this Notice, it 1s due to the quality of the

document befny 3 (med. (J\
\Jhongon (o 70 /0-1¢ -3
Operator’s Signature L Date




N Testimony of Roger Cymbaluk, Vice Chair
“ Senate Bill 2146
‘g Page §

We ask that your Committee give favorable consideration to Senate Bill
2146.
Thank you.

(rev 2/26/03)
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NORTH DAKOTA REAL ESTATE COMMISSION
Expense Budget Projections

Account 2002-2003 Actual 2003-04 2004-05
Payroll 66,676.00 100,000.00 106,000.00
Staff Travel/ Exp. 1,500.00 13,400.00 13,400.00
Staff Q- 1,000.00 1,000.00
Educ/Training

Retirement & 15,984.00 28,280.00 28,941.00
Health Insurancs

FICA, Workers’ 5,300.00 7,850.00 8,309,00
Comp, Job Service

Commissioners’ 2,500.00 19,250.00 19,250.00
Salary/Expenses

Printing Costs 3,000.00 5,000.00 5,000.00
Office Supplies 900.00 1,500.00 1,500.00
Postage 2,500.00 3,000.00 3,000.00
Professional Fees 1,910.00 2,500.00 3,000.00
Rent 4,680.00 5,000.00 7,200.00
Telephone 1,300.00 1,500.00 1,500.00
Office Equip/Main 1,000.00 2,000.00 2,000.00
Technology 16,000.00 2,000.00
Legal Fees & 16,788.00 20,000.00 20,000.00
Investigation Costs

Property & 1,272.00 1,750.00 1,750.00
Liability Insurance .
Miscellaneous 2,000.00 2,500.00 3,000.00
Reserve funds -0- 5,000.00 15,000.00
Debt retirement -0- 13,300.00 5,000.00
TOTAL 127,310.00 248,830.00 246,850.00
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North Dakota Real Estate Commission

2N Income Projection

License fees
Now license fees

2.

Firm 17 x $150 $ 2,550.00
Broker 35 x $125 $ 4,375.00 |
Salesperson 135 x $100 $13,500.00 {
License Renewal fees j
Firm 174 x $150 $26,100.00 )
Broker 583 x $125 $72,875.00
Salesperson 969 x $100 $96,900.00 i
Inactive Licenses {
Broker 45 x $125 ** $ 5,625.00 !
Salesperson 171 x $100 ** $17,100.00
Late penalty g
$10 per month thru Feb. $ 650.00 i
Change of address ($10) $ 1,100.00 i
Change of business name ($10) $ 200.00 )
Out of State — Subdivisions ]
New $100 fee $ 400.00
Renewals $100 fee $ 1,200.00 }
/") Branch Office fees ($10) $ 150.00 {
‘ _ Duplicate license fee ($10) $ 150,00 ;
b Certificate of licensure ($10) $ 950.00 f
CE Course approval fee ($50) $1,750.00 ' !
$ 245,575.00 ‘4
Miscellaneous sales [
Includes sale of labels, books, rosters $ 1,200.00
Interest earned $ 1,000.00
Fines $ 2,000.00
TOTAL $ 249,775.00

** inactive license figures were reduced by ¥; for this calculation
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Larry Sundbakken ‘fh’ L

Signal Realty

1541 South Broadway
Minot, ND 58701
701-852-3505

Senate Bill 2146

Testimony before the House Industry, Business and Labor Committee.

-

March 4, 2003

By: Larry Sundbakken, Signal Realty, Minot, ND
Mr. Chairman and members of the House IBL Committee.

My name is Larry Sundbakken. I have been a REALTOR® for slightly over 30 years

and am currently a broker with Signal Realty in Minot. I also hold a broker’s license

in South Dakota and Montana. For my entire career, I have had the highest respect

for the North Dakota Real Estate Commission. The Real Estate Commission has

earned the respect I have for them because they have had the ability to protect the

public from unfair, illegal, and unethical practices done by any individual that holds a
Q real estate license in the State of North Dakota.

It has come to my attention lately that because of a lack of funds, the Real Estate
Commission has been unable to hire an auditor. This is a major concern for all
respectable REALTORS®. Regular audits can detect any deficiencies and
immediately request them to be corrected; therefore, keeping any damage that may be
done to a minimum. The public is more protected, and the REALTORS® are more

professional.

If the Real Estate Commission was given the authority to raise the fees to hold a
license in our state and could charge appropriate fines when a violation is committed,
I believe they could afford to hire an auditor and also perform other functions that
they currently cannot. This could only make the Real Estate industry more efficient
and protect the public as well.

[’m asking you to please support Senate Bill 2146. You are probably asking yourself,
why would I ask for your support for a bill that will raise my fees? I do so because I
believe in the respectability of my industry and I want to keep it that way.

Thank youl
e Larry Sundbakken
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Randy Schwartz _J\
Town and Country Realty 7
2534 S University Drive #6

Fargo, ND 58107
701-293-3333

Senate Bill 2146

Testimony before the House Industry, Business & Labor Committee
March 4, 2003

By: Randy Schwartz, Town & Country Realty, Fargo

Mr. Chairman and members of the House IBL Committee.

Mr. Chairman and members of the House Industry, Business and Labor
committee. My name is Randy Schwartz and I am the owner of Town &
Country Realty in Fargo and the President of the Fargo-Moorhead Area
| Association of Realtors. I would like to thank the committee for this
] D opportunity to present testimony on SB 2146,

The merits of this bill have been discussed at length both at our local and state
levels. We have reached the consensus the increases in revenue provided in this
bill are paramount to the survival of the Real Estate Commission. The
commission is charged with a vital role in the protection of the public interest.
In order for them to carry out that responsibility they must be provided with an
adequate source of revenue. The cap on license fees has not been addressed by
the legislature since 1995. It is our hope the caps proposed by this bill will
allow a like term before this issue is addressed again.

We are aware some are concerned the passage of this legisiation would cause
the Real Estate Commission to increase license fees exorbitantly. Our industry
does not share that concern. Our Real Estate Commission has a 46-year history
of conducting its business in a very responsible, conservative and frugal
manner. For this reason our industry supports this legislation and we ask for
your favorable consideration.

This concludes my testimony and I am ready to answer any questions you might
have,
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