
19.1105.01000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1475

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

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

Revenues

Expenditures

Appropriations

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 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 1475 creates a new income tax deduction for individuals whose employers include higher education expense 
reimbursements in their taxable wages.

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.

Section 1 of HB 1475 creates a new individual income tax deduction. If an employer reimburses an employee’s 
expenses for higher education or career and technical education, and if the reimbursement is included in the 
employee’s taxable wages, the employee is allowed to deduct the reimbursement from North Dakota taxable 
income.

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 1475 may reduce state general fund revenues for the 2019-21 biennium. The amount of the 
reduction, if any, cannot be determined because it is not known to what extent employers will make reimbursements 
meeting the bill’s criteria.

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 or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

Name: Kathryn Strombeck

Agency: Office of Tax Commissioner

Telephone: 701.328.3402

Date Prepared: 01/26/2019
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HB 1475 
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31668 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to an income tax exclusion for employee education assistance provided by an 
employer.  
 

Minutes:                                                 Attachments 1-3 

 
Chairman Headland:  Opened hearing on HB 1475. 
 
Representative Mitskog:  Introduced bill.  This bill is about tuition reimbursement made by 
employers to employees.  It would allow for a tax exemption by the employee.  I was troubled 
to learn students were being taxed for this benefit.  This bill would allow for the deduction of 
the reportable income that the employer is reimbursing for the education expenses.  It would 
include both four-year and two-year institution or technical programs.  It’s only for the state 
component of the income tax.  Employers are eager to recruit and retain skilled workers in a 
tight labor market.  They have many reasons to expand their benefit package to include 
assistance in helping employees repay their student loans.   
 
Chairman Headland:  Is there further support? 
 
Donald Shilling, Chairman of General Equipment and Supplies, Inc.:  Distributed written 
testimony from himself as well as written testimonies from Titan Machinery, Wallwork Truck 
Centers, North Dakota Implement Dealers Association, and Butler Machinery, see 
attachments 1-2.  Ended testimony at 7:10. 
 
Representative Dockter:  How many employees are you looking for a year in your program 
for the tuition reimbursement? 
 
Donald Shilling:  Our company recruits about eight diesel technicians annually which fills 
our turnover rate.  We are one of about 26 John Deere dealers and there are Titan Machinery 
who all have partnerships at NDSCS.  Of approximately 300 diesel technicians at NDSCS 
about half of them are involved in partnership programs which would probably entail tuition 
reimbursement.  When the other half are recruited by an employer out of the partnership 
program they will probably be offered a tuition reimbursement.   
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Representative Mitskog:  How do the employees respond when Human Resources tells 
them their benefit will be taxed?   
 
Donald Shilling:  We try to soften the blow by the way we do the withholding.  When we pay 
the monthly payment it’s the second pay period of the month and we pay the FICA, Medicare, 
and take a minimal amount for state and federal taxes so it impacts them the least.  When 
they pay their year-end taxes they are going to get taxed at the full amount.  They are typically 
in a lower income bracket at that age so it impacts them low but it still impacts them.  They 
still have to make their student loans.   
 
Representative B. Koppelman:  If you were paying for someone to get trained are those 
workers taxed on what you’ve paid on their behalf? 
 
Donald Shilling:  It would be dependent on the type of training we’re looking at.  We’re not 
paying for the student’s tuition up front.  All the dealers wait until the students graduate then 
the reimbursement program kicks in but then it becomes taxable.   
 
Representative Kading:  Do you think it’s unfair for the student who pays as they go and 
works through college paying taxes while their friend who didn’t pay for college up front gets 
a deduction for the cost of their education? 
 
Donald Shilling:  We’re looking to reimburse skilled positions that are hard to come by right 
now.  There is a shortage in workforce.  When you’re dealing with other types of educational 
processes it’s true that a student going through a four-year college won’t realize tax benefits 
but a student that goes through a critical trade area we need to do something not only to train 
them but to keep them.  A person graduating from NDSCS with a two-year degree in diesel 
could move to any state in the nation and work.   
 
Representative Kading:  Couldn’t you just pay them more then if there’s such a shortage?  
Why does the state have to foot the bill on not collecting taxes on that portion of the income? 
 
Donald Shilling:  We are paying over the going rate.  We pay above rate for the person after 
they graduate in addition to reimbursing their tuition over a three-year period.  We are paying 
a premium for that.  I’m not looking for it to benefit General Equipment I’m looking for it to 
benefit the student that we want to retain in North Dakota.  I thought that was the name of 
the game this year to retain our citizens in the state.   
 
Chairman Headland:  I’m not completely clear.  I know we’re doing this in other trades as 
well.  I’m not sure if they are being W2d for the amount of the cost of what is being provided.  
I think we need to investigate this a bit. 
 
Donald Shilling:  There are other ways to set up a foundation type arrangement and make 
payments to the student that would not be taxable but in our case all our employees would 
lose some flex benefits.  It might work for a governmental entity or a nonprofit but for what it 
takes for us to keep and retain employees we need to have that available for all our 
employees.   
 
Chairman Headland:  Further testimony in support? 
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Russ Hanson, Association of General Contractors in North Dakota:  Distributed written 
testimony, see attachment #3. Mr. Shilling did a great job with illustrating the workforce needs 
that our industry has in keeping those folks home.  If this would assist in those workforce 
development needs and if the state can afford it, we are supportive of the effort.   
 
Vice Chairman Grueneich:  I heard there is some legislation regarding workforce incentives 
with cutting edge technology.  Do you feel like what Mr. Shilling is doing could be possibly 
incorporated into that?  It might take care of the tax burden and yet they are already a willing 
participant.   
 
Russ Hanson:  The end result is the option and if that can be done with what is sought here 
in a combination effort then you should look at all options.   
 
Chairman Headland:  Further testimony in support?  Is there opposition?   
 
Representative B. Koppelman:  Is it a correct assumption that any money that is directly 
paid to an institution by a business is a deduction for them and the student isn’t taxed on that 
if it was paid on their behalf? 
 
Joe Becker, Tax Department:  We need to be careful because there are a lot of rules out 
there.  In general, any payment by an employer to an employee whether it’s direct to an 
employee or on their behalf could be a taxable event.  We have to look to see if there are 
any exclusions under federal law that would take it out of their income.  There are some 
educational type exclusions.   
 
Representative B. Koppelman:  The training that is gained is directly necessary for an 
employee of a company in order to obtain and be qualified for that job.   
 
Joe Becker:  In general the business is paying reimbursing costs whether directly or 
indirectly so generally that will be a wage to the employee.  There is a $150 exclusion allowed 
under federal law but the employer would have to set up an accountable plan for that to work. 
That may or may not work with Mr. Shilling’s situation.  It can get complicated depending on 
what you’re looking at. 
 
Representative B. Koppelman:  If we were to pass this bill as written it would create a $100 
benefit per year to the employee.  If they are receiving about $400 a month x 12 months 
equals $4,800 and 2% of that for an average tax rate is about $100 benefit.  Even if we pass 
that they are still likely to pay federal tax on that $4,800, correct? 
 
Joe Becker:  The premise of the bill is even if that is taxed as a wage at the federal level 
then the state will grant the exemption at the state level.  Your calculation is correct.  We’re 
working with .1 to 2.9 cents on the dollar for each dollar.   
 
Representative Mitskog:  At the federal level, have you heard of any progress on legislation 
on eliminating the federal liability of these contributions? 
 
Joe Becker:  I’m not familiar with that. 
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Chairman Headland:  Do we know how expansive this could get?  Do we have other 
situations where college students are in a trade school setting are working for companies?  
Right now we seem to be talking about diesel mechanics but could it extend to nursing or 
something else? 
 
Joe Becker:  We don’t know to what extent this would be used.  There are many businesses 
using accountable plans where this wouldn’t come into play at all.  Any business can 
implement an accountable plan like this.  There are rules to follow in setting up cafeteria 
plans and things like that which offers these fringe benefits.   
 
Representative Kading:  If I’m self-employed and have student loans, if this bill passes 
could I start to pay for my tuition and deduct that expense? 
 
Joe Becker:  I’m not sure this bill is addressing what you’re asking.  If they have a student 
loan they are repaying? However it’s done, the employer has the privilege of paying or 
reimbursing the employee, that’s the employer’s choice.  The question becomes what are 
the tax implications of doing that regardless of whether there is a loan behind that.   
 
Representative Kading:  Under this bill the employee, if it meets the criteria here, would get 
to deduct that and not pay taxes on that compensation.   
 
Joe Becker:  This bill is saying if the employer is reimbursing the education costs of an 
employee and if that reimbursement is taxable under federal law and becomes part of their 
wages you can take a deduction for that on the state return to remove it from taxable income.   
 
Representative Kading:  If I was self-employed I could pay myself and deduct it under state? 
 
Joe Becker:  No, in a sole proprietorship you cannot unless you hire someone other than 
yourself.  The owner is the owner, not the employee. 
 
Representative Kading:  You can be an employee of your own company. 
 
Joe Becker:  Not if it’s a sole proprietorship.   
 
Representative Kading:  If you have partners. 
 
Joe Becker:  Understood.  If there’s a business entity they are certainly. 
 
Chairman Headland:  Is there anything further?  Seeing none we will close the hearing on 
HB 1475. 
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to an income tax exclusion for employee education assistance provided by an 
employer.   
 

Minutes:                                                 No attachments 

 
Chairman Headland:  I feel for a young student who finds themselves with a tax liability.  It 
really doesn’t cost much.  I think it’s something we could do in the workforce arena that might 
be helpful.   
 
Representative Dockter:  We always talk about the shortage in workforce.  This is a bill that 
can also help with that as well as Vice Chairman Grueneich’s bill.  MADE A MOTION FOR 
A DO PASS 
 
Vice Chairman Grueneich:  SECONDED 
 
Chairman Headland:  Discussion. 
 
Representative Kading:  I’m going to resist this motion.  I feel we are being unfair to the 
person who is being frugal and properly planning for college.  That individual has to pay taxes 
on their education costs.  An individual coming out of college with debt, gets a job, gets 
student reimbursement from their employer and they don’t have to pay tax on that 
reimbursement which I feel is unfair.  I believe we are incentivizing additional student debt.  I 
don’t think we should have the state pay for particular incentives for employers.   
 
Representative Mitskog:  Our students are carrying extremely large debt and programs like 
this will be beneficial.  There are a lot of students going after four year degrees and I think 
this is a good thing for our students.  You have willing employers with jobs that need to be 
filled.  They are working with young people and directing them to jobs that are available in 
North Dakota.  I think this is a good thing for our students and is a way to encourage them to 
look at technical, two-year, and high demand types of jobs.   
 
Representative B. Koppelman:  Is this a tax deduction and not a tax credit? 
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Dee Wald, General Counsel for the Office of State Tax Commissioner:  You are correct, 
this is a deduction, not a credit.  
 
Representative Dockter:  We talk about fair and unfair, tax policy isn’t.  Some believe this 
is a great deduction but if it doesn’t benefit then it’s a terrible deduction.  I’m trying to vote on 
what the best policy is for North Dakota and I honestly think this bill could help our workforce.  
It’s frustrating when people say it’s unfair because it doesn’t work out for their particular 
reason.  We have to get over that because sometimes tax policy isn’t fair, some may get the 
benefit while others don’t.  As lawmakers we have to try and do what’s best for the people 
as a whole and not just for what your personal preferences are.   
 
Representative B. Koppelman:  I am going to support this bill.  Having employers partner 
with students to help fill a need in the state and help control student loan debt is an important 
step.  I like that this is a deduction and not a credit.   
 
Representative Ertelt:  I’m going to resist the motion for a do pass because the employer 
in this case already has a benefit otherwise he wouldn’t be offering to pay for the education 
of the student.  If they want to retain the employee, they can simply write that into their 
contract.  I don’t think they need an added incentive to do it.  There are employers who don’t 
employ people with college educations so are we giving them the same benefit?  I think we’re 
advantaging those who require degreed individuals to work for them.   
 
Representative Trottier:  Is it just technical schools?  If you’re going to NDSU and you get 
a part-time job with a farmer while you’re going to college then afterwards you stay and help 
that farmer for a few years then can the newly hired deduct that? 
 
Representative Mitskog:  This is actually a deduction for the employee/student that’s been 
hired.  I suppose a farmer could participate.  It’s just a contribution to the salary of that 
employee to offset the payoff to their student loan debt.   
 
Representative Trottier:  If a student goes home for the summer and works for three months 
for his father then graduates and comes home and works for his father, can that student 
deduct that? 
 
Representative Dockter:  The answer would be no unless he paid for college.  He would 
take the deduction on his tax return then the employee would get it.   
 
Dee Wald:  If you qualify for a federal program the employee’s income would not be taxable 
but if you don’t set up the program that way then the employee has taxable income.   
 
Representative Hatlestad:  Any employer that offered the benefit would get the deduction 
as a business expense?  Then anybody working for such an employer would get the tax 
break? 
 
Dee Wald:  Correct. 
 
Representative Hatlestad:  It’s not just the heavy equipment or two-year critical position, it 
can be anybody that offers the benefit then both sides get it? 
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Dee Wald:  The way it is written, yes.  Expenses for higher education and career technology. 
 
Representative Mitskog:  This bill is just relating to the employee? 
 
Dee Wald:  Correct. 
  
Representative Toman:  I’m trying to figure out how we’re tracking those directly related 
expenses, is that through the federal program? 
 
Representative Dockter:  That’s up to the employer and what they want to pay for expenses.   
When they pay it back they are getting taxed on it.  Currently you would have to put it on your 
W2 as income yet receiving the education benefits from the employer.   
 
Representative Toman:  So the employer is the one providing that information? 
 
Representative Dockter:  That’s correct because they will be adding that on the W2 then 
they will be on the state form and then the student will be able to get the deduction. 
 
Representative B. Koppelman:  If you look at what we spend on higher education and what 
we spend on those who drop out the state probably funds about a third of the cost of each 
one of those credits they take.  The more we can pair people up with careers and get the 
proper training this could yield in a cost savings.  I hope we pass the bill.     
 
Representative Dockter:  If you join the National Guard your GI bill is tax free and you have 
a tuition waiver so the state is already incentivizing people who join the military.  They have 
the same parameters as Mr. Shilling where they can’t drop out of school then they get the 
tuition waiver.   
 
Chairman Headland:  Is there anything else? 
 
ROLL CALL VOTE:  9 YES     5 NO     0 ABSENT 
MOTION CARRIED 
 
Representative Dockter will carry this bill.   
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Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to create and enact a new subdivision to subsection 2 of section 57-38-30.3 
of the North Dakota Century Code, relating to an income tax exclusion for employee 
education assistance provided by an employer; and to provide an effective date. 
 

Minutes:                                                 Attachments: 5 

 
Chairman Cook: Called the hearing to order HB 1475.  
 
Representative Alisa Mitskog, District 25: Introduced the bill. See attachment #1.  
 
Senator Unruh: I just pulled up the fiscal note. Do you have some figure on how much it 
would impact the individual that would be able to take advantage of this?  
 
Representative Mitskog: We need to keep in mind that the individual employee would be 
in a lower tax bracket. We did not think it would be a significant amount. Don will address 
that.  
 
Donald Shilling, Chairman, Equipment and Supplies, Inc. Testified in favor of the bill. See 
attachment #2. (6:55) Addressing Senator Unruh’s question, a tuition reimbursement of $375 
per month or roughly $4,000 per year; the ND tax amount of that would be somewhere in the 
area of couple hundred dollars annually. In the three-year program we provide for our new 
employees; they would have about $600 savings. In exchange for that, a 1-2 year graduate 
out of school is making about $55,000 - $60,000 per year. All of that is subject to ND tax. The 
tradeoff is pretty good.  
 
Chairman Cook: A starting diesel mechanic from NDSC is going to start making $55,000 
$60,000 upon graduation?  
 
Donald Shilling: We are in about the $25 per hour range upon graduation and within a year 
or two they will be approaching $30. With the overtime and what not, the minimum is $50,000 
per year.  
 
Donald Shilling: I did provide some other testimonies. See attachment #3, #4, and #5.  
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Chairman Cook: Are you aware of the other pieces of legislation that are dealing with the 
same issue?  
 
Don Shilling: Yes. 
 
Chairman Cook: Any further testimony on this bill? Hearing none, we will close the hearing 
on HB 1475.  
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Explanation or reason for introduction of bill/resolution: 

 
A BILL for an Act to create and enact a new subdivision to subsection 2 of section 57-38-30.3 
of the North Dakota Century Code, relating to an income tax exclusion for employee 
education assistance provided by an employer; and to provide an effective date. 
 

Minutes:                                                 Attachments: 0 

 
Chairman Cook: Called the committee to order on HB 1475.  
 
Senator Dotzenrod: This bill is a credit correct? Not a deduction.  
 
Chairman Cook: Yes.  
 
Senator Dotzenrod: Moved a Do Pass on HB 1475.  
 
Senator Kannianen: Seconded.  
 
Chairman Cook: Any Discussion?  
 
Chairman Cook: There are employers out there who are reimbursing their employees for 
the cost of their education. The employees were getting taxed on it. That is my memory of 
the bill. 
 
A Roll Call Vote Was Taken: 6 yeas, 0 nays, 0 absent 
 
Motion Carried.  
 
Senator Patten will carry the bill.  
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