




19.8073.01000 FISCAL NOTE
Requested by Legislative Council

12/26/2018

Bill/Resolution No.: SB 2120

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).

This bill increases the minimum retail sales required to renew a Motor Vehicle dealer license from 4 to 12 and adds 
a definition of retail sales. This should limit the abuse of holding a dealer license for businesses that are not actively 
in the business of buying, selling or exchanging vehicles.

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.

This bill should have no significant fiscal impact.

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.

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.
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to retail motor vehicle sales. 
 

Minutes:                                                 2 Attachments 

 
Chairman Rust: Called committee to order. 
 
(1:15) Lindi Michlitsch, North Dakota Department of Transportation; Motor Vehicle 
Director: See Attachment #1 for testimony and bill explanation. 
 
Chairman Rust:  The wording changes from shall to may, why? 
 
Ms Michlitsch: I do not remember why. 
 
Chairman Rust: What is the impact of changing the number from 4 to 12? 
 
Ms Michlitsch: That means that in order to renew their dealers license they must have made 
at least 12 retail sales within that year. 
 
Chairman Rust: This will define retail motor sales as being one that requires titling and 
registration, is that not part of the program now? 
 
Ms Michlitsch: That is correct. What has been provided to us in some situations from the 
dealer is just a bill of sale that they sold the vehicle but then we could show it was never 
titled. So we don’t know if it was really a legitimate sale. 
 
(5:22) Senator Bakke: In other words, if a dealer only sells 8 cars they don’t get any dealer 
plates? 
 
Ms Michlitsch: That is correct, they wouldn’t be able to renew their dealers license. 
 
(5:49) Senator Clemens: I’m assuming the reason for the change is that it’s not worth all the 
effort for someone who only sells 2 cars, is that correct? 
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Ms Michlitsch: There are several reasons why we are making changes to this section of 
code. A lot of it is, if you’re in the business to sell cars the thought is they would be selling 
more than 4 vehicles per year, they would probably sell at least 1 a month. 
 
Senator Clemens: There could be some dealers just using this for personal advantages 
rather than really being a serious car dealer, is that true? 
 
Ms Michlitsch: That’s our assumption. 
 
(7:16) Senator Dwyer: You can still sell a vehicle you just won’t be a dealer, is that correct? 
 
Ms Michlitsch: That is correct. 
 
(7:49) Senator Bakke: What’s the purpose of dealer plates? 
 
Ms Michlitsch: They’re issued a number of dealer plates based on the number of sales. 
They are offered a tax exemption so they can display the plates on the vehicle but it is never 
titled and registered in their name. So they just put the plates on their vehicle and they don’t 
have to title and register them. The purpose is so they can show and display the vehicles 
that they are driving, they have to be for sale. 
 
(8:50) Chairman Rust: Under current law if I sell 5 vehicle I can apply and get a dealer’s 
license and I get a dealer plate. So I take a car for all practical purposes I’m going to drive 
that vehicle around for about a year and I’m going to stick a dealer plate on it and that kind 
of provides an advantage to me. Is that kind of what you are trying to eliminate? 
 
Ms Michlitsch: That is correct 
 
(9:33) Senator Clemens: What’s the formula for how many dealer plates a dealer gets in 
relation to how many cars they sell? 
 
Ms Michlitsch: We have a set number of plates that can be issued per the number of sales. 
If it’s 1-4 is 2 plates and it goes up from there. We can provide you that information.  
 
(10:30) Chairman Rust: How many dealer licenses have you issued? 
 
Ms Michlitsch: 1100 of all types including motorcycles and off highway 
 
(11:00) Senator Bakke: are we having a problem with dealers who are using these dealer 
plates inappropriately? Is there a problem we are trying to solve? 
 
Ms Michlitsch: we don’t know how wide spread the problem is, we just have heard that 
some may be abusing it and thought maybe we should look at it. 
 
(11:30) Senator Patten: Do have an idea how many would be affected by this rule? How 
many are selling less than 12 a year, how many are in that 4 to 12 mark? 
 
Ms Michlitsch: I do not have that information, but I can get it to you. 
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(12:20) Matthew Larsgaard, Automobile Dealers Association of North Dakota: We are 
in favor of this bill. The retail automotive sector is a highly regulated industry. In order to be 
a dealer you must purchase and maintain a $25,000 bond, you must maintain an established 
place of business with at least 250 square feet of office space, you must have a display lot 
of at least 2,500 square feet, the established place of business must be heated and lighted 
and must be open to the public during normal business hours. So the question becomes, 
why would an individual or business want to incur the expense of the items just listed if they 
are selling less than 12 vehicles a year? In most cases it comes down to tax avoidance. As 
a dealer you are allowed a certain number of dealer plates to allow customers to demonstrate 
vehicles. You cannot have a motor vehicle out on the road and legally operate it unless it has 
a drive out sticker which notarizes and confirms that application for title and registration has 
been applied for, or you have a dealer plate on the vehicle. You cannot demonstrate, test 
drive a motor vehicle on a road without having one of those two items. Some individuals 
become dealers simply to avoid paying that motor vehicle excise tax. They’re able to use that 
dealer plate to legally drive vehicles without going through the title, registration and licensing 
process. (gave example). From our perspective it really boils down to a tax evasion issue. If 
you’re really a dealer you’re going to sell more than 1 vehicle per month. So we think this law 
is reasonable and would ask for the committee’s support. 
 
Chairman Rust: Who am I going to catch heck from when this bill gets passed 
 
Mr. Larsgaard: There may be someone in rural North Dakota who sells 3 cars a year and 
this is economic development for my little town. That’s about the only heck I think you might 
catch. 
 
Chairman Rust: Is this a case where somebody might say its once again the government 
messing in our lives and restricting us from being able to be an entrepreneur, is that one of 
the things?  
 
Mr. Larsgaard: Not at all. We need the government to regulate this industry to insure that 
consumers are not fleeced. To insure that customers are receiving vehicles that are 
represented properly. (gave example).  
 
(18:54) Chairman Rust: How would this affect auto body people who fix up cars and sell 
them, or antique car people who fix up cars and sell them, do any of those become dealers? 
 
Mr. Larsgaard: You cannot sell a motor vehicle in North Dakota unless you are either a 
dealer (new or used) or the vehicle owner. Does that answer your question? 
 
Chairman Rust: Well, I'm wondering if those individuals who might be doing that now and 
are selling probably fewer than 12 cars would feel that this law as crept into their business 
model. 
 
Mr. Larsgaard: I think I understand your question better. You mean like a body shop the 
sells 5 vehicles a year. 
 
Chairman Rust: They go someplace and buy the vehicle, the fix it up and they set out in 
front of their place after they’ve got them fixed up. Over the course of the year they sell 8, 9, 
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10 vehicles and it provides them with some extra dollars. Are they dealers? Might they 
currently be out there? 
 
Mr. Larsgaard: I am not aware of any, and our dealers do have body shops, but I am not 
aware of any. Then the question becomes are they really a dealer or do they need special 
consideration as a body shop and develop legislative language to address their specific 
needs. 
 
Chairman Rust: Obviously, they still would be able to sell the vehicle, they just wouldn’t be 
a dealer and wouldn’t get dealer plates. 
 
Senator Clemens: Is there any other way to rein in these fraudulent guys, like pull the dealer 
plate for some reason or something? I'm just trying to think of a way to protect the smaller 
guy that is a bona-fide dealer doing everything honestly and above board, following all the 
rules but only selling say 3 cars a year. 
 
Mr. Larsgaard: I would have to contemplate that more. It really comes down to the dealer 
plate. 
 
Senator Dwyer: I'm assuming that you are suggesting that selling 12 would be a small dealer 
like Senator Clemens is referring to. 
 
Mr. Larsgaard: Absolutely. That’s 1 vehicle a month. That’s a small dealer, or arguably are 
they really a dealer because you're not going to make a living off one vehicle a month. 
 
Senator Clemens: in the bill it changes from shall to may. So it’s not absolutely mandatory 
it’s up to your discretion. So let’s say these low volume people, it’s questionable whether 
they’re really a dealer or not. So this would permit you to maybe investigate them a little bit 
and say ok, you we’re going to pull your plate, but this other one is ok. Right? 
 
Mr. Larsgaard: I think that would be a great idea and a great opportunity for the department. 
We ran legislation last session and with that legislation (I forget exactly what it was) I was up 
visiting with Legislative Council and they were changing the language from shall to may, and 
I said, wait we don’t want that. Because in my mind “shall” is the imperative and may is 
permissive. In visiting with the lawyer at Legislative Council as I understand it and remember 
it, and I could be corrected, the legal application is the same between shall and may. 
 
Josey Munson, Legislative Intern: Shall and may, when you're saying “you may do this” or 
you “shall do this” then it’s option or must. However, when it’s not it’s never optional whether 
it’s “shall not” or “may not” they’re not allowed to do it either way, it doesn’t make it optional 
and that is to align it with the plain English movement. So it’s only when its combined with 
not, because both prohibit the act. They are trying to go through legislation and clean it up 
and align it with the plain English movement, and change all of the “must nots” or “shall nots” 
to “may nots” 
 
Senator Clemens: So if the word not was taken out would that make this more permissive 
one way or the other? 
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Ms Munson: Yes, then it would be optional. 
 
Senator Dwyer: Ms Munson gave a great answer to that question, because I know the 
Legislative Council is switching all those “shall” to “may”. 
 
Chairman Rust: closed hearing on SB 2120. 
 
See Attachment #2 for additional information provided to committee via email. 
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