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Explanation or reason for introduction of bill/resolution: 

A Bill relating to sales tax exemption for sales by a thrift store of a nonprofit corporation. 

Minutes: Attached testimony #1, 2, 3, 4 

Chairman Belter: Opened hearing on HB 1404. 

Representative Haak: Introduced bill. See attached testimony #1. 

Vice Chairman Headland: Are there any nonprofit thrift stores that sell anything new? 

Representative Haak: Not that I'm aware of. 

Chairman Belter: In Fargo there are a number of thrift stores and there is one in particular 
that specializes in antiques so would they be covered under this bill? 

Representative Haak: The only ones that would be covered under this bill are 501 (c) (3) 
so if it is a nonprofit it would be covered in this bill. 

Senator Sinner: See attached testimony #2. 

Chairman Belter: Further testimony in support of 1404? 

Diane Zainhofsky, Executive Director of the Abused Adult Resource Center: See 
attached testimony #3. 

Chairman Belter: Does your center sell anything that is new? 

Diane Zainhofsky: No we don't. All of our products that we sell in our store has come 
from this local community. 

Representative Klein: What's the total you sell in the store per year? 

Diane Zainhofsky: About half million dollars. 
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Representative Hatlestad: Do I read in here that the individuals who are victims of 
domestic violence work in the store? 

Diane Zainhofsky: Yes. We have a curriculum called New Directions and they come in 
for a period of about nine weeks and go through a process of learning how to write a 
resume, how to do customer service, how to have a good interview, and they work the floor 
and do some customer service programming while they are in this curriculum. We also 
provide the same service to Job Service. Sometimes we're called to ask if we would 
participate with a constituent of Job Service who has probably been a person that has been 
very difficult to get off the system. 

Representative Klein: Are you dealing with people who have been out of the job market 
for years and kind of lost track in how things work? 

Diane Zainhofsky: I would say a great majority of women that end up with our services, 
particularly the women in our two shelters have not worked in the work force. It's just part 
of the dynamics with their power and control issues where working outside of the home 
would probably cause more problems in that relationship than if she's not working. We also 
find that many of our women that come to us for services need to receive their GED and we 
provide that with part of our curriculum within the thrift store. Many of the thrift stores 
provide that same service or use their site of their thrift store as a work site in training the 
people they provide services. 

Representative Froseth: Are there any thrift stores in Bismarck that are not 501 (c)(3)? 

Diane Zainhofsky: I'm not familiar with all the thrift stores but it's my understanding that 
the Goodwill Stores are for profit. There are thrift stores that are for profit that are probably 
geared toward antique sales. In Bismarck there are six nonprofit thrift stores I believe. 

Representative Froseth: Do you ever receive new clothing from any of the local retail 
stores? 

Diane Zainhofsky: We receive clothing in Bismarck from Coldwater Creek and Sears. 
We've developed an additional program called our career closet and those items we 
directly receive from a clothing store we don't put on the floor for sale we have a separate 
room called the career closet for them. Women that go through New Directions curriculum 
and they are going to go out and start interviewing for jobs they are welcome to go to the 
career closet and get as many as seven outfits. We've also opened the career closet to the 
community for young adults who are just starting out. 

Representative Drovdal: Is this going to help you compete with the for profit thrift stores 
by not having to charge a sales tax? 

Diane Zainhofsky: The people who shop in thrift stores will have the advantage of that 
extra 6% to buy their merchandise and I think it would increase our sales. I think people 
would use our stores more and it would be an advantage to us and with nonprofits you 
need every advantage you possibly can because we put our budget together like a huge 
puzzle. 
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Chairman Belter: Further testimony in support of 1404? 

Troy Grothe, Retail Operations Manager for Dakota Boys and Girls Ranch in 
Bismarck: See attached testimony #4. 

Chairman Belter: Does your store sell any new products or edible products? 

Troy Grothe: No edible products but we do sell what we call new clothing or scratch and 
dent that comes from a single supplier here, Target. We purchase the items from Target as 
they're clearanced or out of stock and they are separate. In our store there are 14 
categories so we can keep track of the taxable items. 

Chairman Belter: Any further testimony in support of 1404? Any opposition to 1404? Any 
neutral testimony? Myles, do you know if any of these stores sell new items? 

Myles Vosberg, Tax Commissioner's Office: I'm not sure. I believe that some 
discontinued items or some of the retailers donate some of their products that they are 
unable to sell or no longer want. I don't know how much that happens or how often that 
occurs. 

Chairman Belter: If there's no further testimony I will close the hearing on HB 1404. 
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Explanation or reason for introduction of bill/resolution: 

A Bill relating to sales tax exemption for sales by a thrift store of a nonprofit corporation. 

Minutes: 

Representative Owens: I would like to move an amendment. On line 7 page 1 I'd like 
to add the words "used clothing" after "from". 

Representative Hatlestad: Seconded. 

Chairman Belter: I understand your amendment but can you explain it? 

Representative Owens: There seemed to be some confusion of the various things they 
could sell and the real focus here is for the people who go there to by second hand clothes 
and they turn around and pay sales tax on that. 

Representative Zaiser: They sell rudimentary used things that are needed by pretty much 
everybody so it would be excluding those things. 

Representative Kelsh: I think the amendment should read "gross receipts from used 
clothing sales made by a thrift store" so it doesn't read as if the thrift store actually made 
the used clothing. And eliminate the word "of." 

Representative Owens: I'll amend my motion to amend that as well if my second will 
agree. 

Representative Hatlestad: Seconded again. 

Chairman Belter: Any other discussion on the amendment? 

Representative Haak: With this amendment it would lower the fiscal note. 

Chairman Belter: Any other discussion? 
VOICE VOTE: MOTION CARRIES TO AMEND. 
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Representative Owens: Made a motion for a Do Pass as amended. 

Representative Hatlestad: Seconded. 

Representative Drovdal: With all due respect when I had a store for 30 years everything I 
sold new or used was taxed and I had to pay that tax. Thrift stores do a lot of good but they 
are also competing against other second hand stores and we're creating an uneven 
balance of 5-7% and I don't think that's fair. 

Vice Chairman Headland: I had the very same thoughts as Representative Drovdal. 
can almost guarantee next session we'll be back with for profit thrift stores asking for the 
same tax consideration. We've always done everything we could to have tax policy 
distributed evenly among all business for profit or not. I think it's bad policy to do it for one 
and not the other. I'm going to reject the Do Pass. 

ROLL CALL VOTE FOR DO PASS AS AMENDED: 
8 YES 6 NO 0 ABSENT 
MOTION CARRIED 

Representative Froseth will carry the bill. 



Amendment to: HB 1404 

FISCAL NOTE 
Requested by Legislative Council 

02/14/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d . t' f . t d d t l  eve s an appropna tons an tcloa e un er curren aw. 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $(593,000) $(52,000) 

Expenditures 

Appropriations 

2015-2017 Biennium 

General Fund Other Funds 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011·2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

Counties 

Cities 

School Districts 

Townships 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300characters). 

Engrossed HB 1404 creates a sales tax exemption for used clothing sold by a thrift store owned and operated by a 
nonprofit corporation. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget. 

If enacted, engrossed HB 1404 is expected to reduce state general fund and state aid distribution fund revenues by 
an estimated $645,000 in the 2013-15 biennium. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 



Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328·3402 

Date Prepared: 02/19/2013 



Bill/Resolution No.: HB 1404 

FISCAL NOTE 
Requested by Legislative Council 

01/22/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d "f" r ·  t d  d t l  eve s an appropna wns an ICJpa e un er curren aw. 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $(1, 187,000) $(103,000) 

Expenditures 

Appropriations 

2015-2017 Biennium 

General Fund Other Funds 

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political 
subdivision 

2011-2013 Biennium 2013-2015 Biennium 2015-2017 Biennium 

Counties 

Cities 

School Districts 

Townships 

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters). 

HB 1404 creates a sales tax exemption for sales made by a thrift store owned and operated by a nonprofit 
corporation. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal 
impact. Include any assumptions and comments relevant to the analysis. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget. 

If enacted, HB 1404 is expected to reduce state general fund and state aid distribution fund revenues by an 
estimated $1.29 million in the 2013-15 biennium. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation is also included in the executive budget or relates to a continuing appropriation. 



Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 
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Page 1, line 7, after "from" insert "used clothing" 

Renumber accordingly 
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Thank you Chairman Belter and members of the Finance & Tax Committee 

For the record my name is Jessica Haak I am a Representative from District 12 in 

Jamestown. 

I am testifying today in support of HB 1404. 

This is a bill to simply exempt non-profit thrift stores from collecting 

sales tax on the merchandise they sell. Non-profit thrift stores provide 

necessary services to communities and do it in a much more efficient 

way than government could address similar needs. Through passing of 

this legislation we are allowing non-profit thrift stores to serve their 

customers in a more attractive way by being able to offer them a 

product that is not taxed for the second time. We are allowing them to 

keep their money and run a more efficient service in their communities, 

by lowering taxes and shrinking an oversized government. 

Items that are sold at these non-profit thrift stores are being sold for 

the second time, and we are collecting sales tax on that item for the 

second time. We just listened to a lengthy bill discussion about HB 1236 

that addressed sales tax issues with farm machinery. In that bill once a 

machine is used, after three years of taxes, it is unable to be taxed 

again. Under this premise, it would only make sense to eliminate sales 

tax at the non-profit thrift stores as they are selling used items. 

There are many non-profit thrift stores throughout the state. Many of 

them service people who are unable to purchase new clothes even at 

Wai-Mart. These stores serve demographics such as working families, 

seniors and the developmental disabled. This would put money back in 

the pockets of these people generating more local activity. 



If I could direct your attention to the fiscal note, revenues collected by 

the state would be decreased by only a little over a million and local 

entities would be slightly affected. However, I believe that the work 

that non-profits do within the community and the ability for them to do 

that work more efficiently than the government would more than make 

up for that lost revenue. 

In conclusion, by eliminating sales tax on non-profit thrift stores we are 

removing the second collection of sales tax on the same item, which 

would coincide with current statues that we have in place for items 

such as farm equipment. Also, we are lowering taxes, shrinking 

government and allowing local non-profit entities that do a much more 

efficient job continue to do the good work in the communities across 

North Dakota. 

I would stand for any questions. 

Rep. Jessica Haak - District 12- Jamestown 



Mr. Chairman and members of the committee. 

I am George Sinner, Senator from District 46 in South Fargo. 

I am here to testify in support of House Bill 1404 because I believe that 

by exempting non-profit thrift stores from sales and use taxes will allow 

these organizations to increase their profitability. 

Mr. Chairman and members of the committee, by helping these 

organizations improve their profitability; these organizations will be 

better able to serve the needs of their clientele. And by furthering 

serving those needs, the obvious result is less requests from the public 

for assistance. 

So, in the final analysis, my support of this bill is a selfish one because 

as we help others help themselves, then the needs of government will 

shrink. 

But there is more to this as well, as folks find themselves improving 

their own well-being, the self-worth of these individuals increase. And 

that is the true goal of this legislation .... To help people help themselves 

and that helps all of us. 

Thank you and I recommend a do-pass on HB 1404. 



• 

• 

• 

Testimony by Diane Zainhofsky, Executive Director, Abused Adult Resource Center 

House Finance & Taxation Committee 

In Support ofHB1404 

Tuesday,Feb.5,2013 

Good morning Chairman Belter and Members of the Committee. 

My name is Diane Zainhofsky, and I am the executive director of the Abused Adult 

Resource Center in Bismarck. I am here in support ofHouse Bill 1404. 

The Abused Adult Resource Center owns and operates the Seeds of Hope Thrift Store, 

which provides about 25 percent of our gross budget to fund services. Our mission is to serve 

victims of domestic violence and sexual assault and their families in a seven-county area in 

south-central North Dakota. 

I think it is important to point out that our thrift store serves as a training site for women 

in our two shelters where they can learn the basics of working in a retail store. This training 

experience has motivated women to return to the workforce, become more self-sufficient and, in 

some cases, go on to further their education . 

It is also important to know that our store has an upscale process for recycling materials 

as well. 

People who work for nonprofits do so to provide services, not for the income. And these 

are services that otherwise likely would have to be provided by government. We help to fill this 

gap in services in our communities. 

We support this bill for several reasons. First, we support this bill because the 

merchandise we sell at our thrift store has already been taxed when sold as new. People in our 

community who have generously donated and supported our thrift store have already paid taxes 

on this merchandise. This amounts to re-taxing the items in our store. 

Another reason is that most of our customers are low and middle income. This bill would 

remove an extra cost that will help people with tight budgets the ability to purchase more basic 

needs at our store. 

In conclusion, I want to emphasize that nonprofits really struggle in putting together a 

budget and providing the services needed by their communities. This bill would serve to help us 

in that process without presenting a major financial impact to the state or cities . 

I ask you for your support of HB 1404. Thank you. 



Testimony by Troy Grothe representing Dakota Boys and Girls Ranch 
House Finance & Taxation Committee 

In support of HB 1404 
Tuesday, February 51h, 2013 

Chairman Belter and Members of the Committee, my name is Troy Grothe I am the 

Retail Operations Manager for Dakota Boys and Girls Thrift store here in Bismarck. Dakota 

Boys and Girls Ranch specializes in residential and outpatient services serving children and 

families from all across the state of North Dakota. Our thrift store operations provide key 

financial support for those programs and services, and include seven stores and four 

warehouses in five communities across North Dakota. These stores and warehouses not only 

provide important financial support for our programming, but also provide many full and part 

time jobs. I am here today in support of House Bill1404. 

House Bill1404 would be benefit for the Dakota Boys and Girls Ranch Thrift Stores in 

many ways: 

Generates needed income to fund out program for at risk children and every dollar generated 

by our thrift stores stays right here in North Dakota. 

This bill would help provides many volunteer opportunities for both youth doing service 

projects for school and young adults preparing for college applications. Many other work 

programs such as RSVP enable older workers to have a place to come and add a helping hand 

in their community. The more sales we have the more people we can accomidate. 

Example Lloyd: Lloyd is a volunteer who had an accident and he comes to the store 

every day for 3.5 hours to help in his rehabilitation and the sense well being. 

House Bill1404 would be good for the citizens of North Dakota who shop in stores like ours 

because even though the ND economy is strong and income is rising, we as citizens are a 

conservative bunch when it comes to our finances. We have many types of people that come in 

to our store who benefit from the lower prices and interesting items. 



For example we have a young man named Tim comes in regularly. Tim is a recent college 

graduate that has come in for a various number of things such as ties and dress pants. He 

furnished his first apartment with furniture and household mise items. He stops in once a week 

looking for a deal. 

We have a couple named Joe and Connie that come in three to four times a week. Joe is a 

retired farmer who has done well with his money but loves the idea of saving some money or 

buying something he can use on the farm. Connie likes to dress nice and decorate her home. 

People who are retired and are on a fixed income make up about 30 percent of our business in 

the Bismarck Store. 

Another person is Sandy is an interior decorator who comes in and buys decorative pieces for 

her small business. She also purchases furniture and repurposes them into a unique items for 

sale in her shop. She often says without thrift stores she is not sure she could have a small 

business. 

Thrift shops also serve those people who are the lower end income of the spectrum. Who use 

the clothing to dress their kids or buy clothing they can use for work. For some of these people 

this thrift stores are their only option to get a quality piece of the clothing or household items 

such as pots pans and furniture. This group makes up about 30 percent of our business. This 

group combined with the retired and fixed income people make up 60 percent of our business 

which leaves the remaining 40% to the middle class and other shoppers. 

Will House Bill1404 serve a purpose for the residents of North Dakota I believe so. In the last 

two and half years our store has increased its sales by 200 percent and has recently expanded 

the show room space to 9000 square feet to handle the needs of our customers. Now I would 

like to take the credit for this but I know without the support and need of our customers this 

type of growth would not have happened. 



House Bill1404 presents an opportunity to increase the resources available to meet our mission 

and help those with limited or fixed income who shop at our stores. I would ask that this 

committee recommend a "Do Pass" for HB 1404. 

Thank you for your time today and your time in representing the people of your 

districts. 




