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eqialative Assembly HOUSE BILL NO. 1068

of North Dakota

Introduced by
Legislative Council
(Taxation Committee)

(Representatives Keiser, Timm, Wilkie)
(Senator Kringstad)

A BILL for an Act to amend and reenact sections 57-06-01, 57-06-02, 57-06-05, 57-06-07,
57-06-14, 57-06-18, 57-34-01, 57-34-02, 57-34-03, 57-34-05, 57-34-06, 57-34-10, 57-34-11,
and 57-34-12 of the North Dakota Century Code, relating to property taxes and gross receipts
taxes for telecommunications carriers and services; to repeal sections 57-06-01.1, 57-34-04,
and 57-34-08 of the North Dakota Century Code, relating to assessment of property and gross
receipts taxes for telecommunications carriers; to provide a continuing appropriation; and to

provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-06-01 of the North Dakota Century Code is
amended and reenacted as follows:

57-06-01. Public utilities subject to provistens-ef—— chapter. Fhe-provisions-otthis
This chapter gevern governs the assessment of the property of any public utility company
defined in section 57-06-02, and of any other company used directly or indirectly in carrying or
conveying personss; or property, ermmessages; unless the operative property is subject to a lieu

tax in place of a general property tax. This chapter does not apply to the property of any

railway or street railway company, nor te-the-preperty-of-a—company—the-only-busiress-ef-which

has-sevenr-hundred-subseribers-or-tess;rer to the fixtures, buildings, and improvements owned
by any cooperative or nonprofit corporation organized under the laws of this state and used by it
to furnish potable water to its members and customers for uses other than irrigation of
agricultural land, and except as otherwise provided in chapter 57-32, does not apply to the
property of any express or air transportation company.

SECTION 2. AMENDMENT. Section 57-06-02 of the North Dakota Century Code is

amended and reenacted as follows:
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57-06-02. Definitions. As used in this chapter, unless the context and subject matter

otherwise clearly require:

1.

"Company" means-and includes any individual, copartnership, business trust,
corporation, limited liability company, joint-stock company, or association.

"Gas company" means a company owning, holding, or operating under lease or
otherwise, any property in this state for the purpose of furnishing gas, or
distributing the same, for public use, by means of pipelines.

"Pipeline company" means a company owning, holding, or operating under a lease
or otherwise, any property in this state for the purpose of transporting crude oil,
natural gas, processed gas, manufactured gas, refined petroleum products, or coal
and related products for public use.

"Power company" means a company owning or holding, under lease or otherwise,
any property in this state, and operating the same, for the purpose of furnishing

electric light, electric power, or steam heat, or distributing the same, for public use.

SECTION 3. AMENDMENT. Section 57-06-05 of the North Dakota Century Code is

amended and reenacted as follows:

57-06-05. Annual assessment. The state board of equalization, at its annual meeting

in August, shall assess the franchises and all operative property of telephenre—telegraph; power,

gas, pipeline, and other companies, covered by this chapter, with reference to the value thereof

on the first day of January of that year.

SECTION 4. AMENDMENT. Section 57-06-07 of the North Dakota Century Code is

amended and reenacted as follows:
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57-06-07. Additional information from telephene—telegraph—and—— power

companies. Each telephenetelegraph—and power company shall report further as follows:

1. Number of miles [kilometers] of pole line in each taxing district in each county in
the state, separated and classified as to location and character, as the tax
commissioner may require; and

2. Cost of construction of such lines fully equipped, together with the present value
per mile [1.61 kilometers] of such lines in each taxing district in each county.

SECTION 5. AMENDMENT. Section 57-06-14 of the North Dakota Century Code is

amended and reenacted as follows:

57-06-14. Method of valuation. The operative property of each company assessed

under this chapter must be assessed in the following manner:

1. For the purpose of determining the value of the property, the tax commissioner and

the state board of equalization shall take into consideration the earning power of
the property as shown by its gross earnings and net operating income, the market

or actual value of its stocks and bonds, the value of its franchises, rights, and

privileges granted under the laws of this state to do business in this state, and sueh

any other legally established evidences of value as erables enable the board to
make a just and equitable assessment.

2. Inthe case of a company whieh that owns or operates properties or lines partly
within and partly without this state, the tax commissioner and state board of
equalization shall value only the property within this state.

3. In determining the value of the portion within this state of an interconnected, or

continuous system, the tax commissioner and state board of equalization may take

into consideration the value of the entire system and of the part within this state,

the mileage of the whole system and of the part within this state, the total operating

earnings within and without this state, together with saeh any other information,

facts, and circumstances as will enable sueh the officers to make a just and correct

assessment.
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6- The board may take into consideration the reports, annual or otherwise, filed by
any company required to be assessed under this chapter with the public service
commission, and alse shall take into consideration any valuation of such company
by the public service commission.

SECTION 6. AMENDMENT. Section 57-06-18 of the North Dakota Century Code is

amended and reenacted as follows:

57-06-18. Allocation of assessment of other operative property. All lots and

parcels of real estate, not including rights of way, with the buildings, structures, and

improvements thereon, telephene-exchange-buildirgs; dams and powerhouses, substations,
shops, and other buildings, telephene-exchangesystems; electric power, electric light, gas, or

steam distribution systems, and other personal property not a part of any single and continuous
property, must be separately assessed and the assessment must be allocated to the taxing
district in which sueh the property is located. The assessment by the state board of
eqgualization covering sueh the property must give a legal description of the real estate and a
general description of other property sufficient for identification. The assessment by sueh the
board of sueh the operative property must cover the aggregate valuation of the property of any
company in any municipality or taxing district of the state as a unit, and need not be made in
detail.

SECTION 7. AMENDMENT. Section 57-34-01 of the North Dakota Century Code is
amended and reenacted as follows:

57-34-01. Definitions. As used in this chapter, unless the context or subject matter

otherwise clearly requires:

2 "Adjusted telephene-eperating gross receipts" means telephene-eperating

telecommunications carrier gross receipts less all amounts paid by the reporting

telephene-company telecommunications carrier on telecommunications service

that is taxable under this chapter in state and local sales and use taxes and federal
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excise taxes and amounts paid by the reporting telecommunications carrier to ar

v another

telecommunications carrier for eennecting-fees-switching-chargesaeeess
eharges;and directory assistance.

"Gross receipts" means all telecommunications carrier revenues from

telecommunications service charges billed to any station in this state and from

charges to another telecommunications carrier for directory assistance.

"Station" means a subscriber fre service address located in this state with a

distinct call number designation or distinct extension number designation. If this is

not a defined location, "station" means the location of the primary use of

telecommunications equipment as determined by telephone number, authorization

code, or billing address.

“Felephene-company~ "Telecommunications carrier" means al-mutdal-asseciatiens

erganizations-which-are a person that is engaged in the business of furnishing
means-of-communication-by-telephone telecommunications service within this
state exclusivelytoraral-areas-ertorural-areas-and-ciiesprovided-thatcach-eity
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+ 5.

|©

includes a reseller of telecommunications service.

“Felephone-operatingreeeipts- "Telecommunications service" means transmitting

for consideration of two-way communication by wire, cable, fiber optics, radio,

lightwave, microwave, satellite, or other means. The term includes alreverue

seetion:

Essential telecommunications service and nonessential telecommunications

|

service as defined in section 49-21-01;

b. Telecommunications service that originates and terminates in this state;

c. Interstate telecommunications service that originates or terminates in this
state and is billed to a station in this state;

d. A hospital, hotel, motel, or similar place of temporary accommodation selling
telecommunications service to its patients or guests, if there is a separately
stated charge for the service;

e. Telegraph service; and

|

The content of the transmission, to the extent there is any charge for the

content.

"Telecommunications service charges" means the value of all consideration

received by a telecommunications carrier for provision of telecommunications

service and recovery within the year of telecommunications service charges written

off in a prior year as uncollectible. For a telephenre-cempany telecommunications
carrier operating on any form of mutual basis, “telephene-eperatingreeeipts- the

term includes all amounts assessed against the members for the operation and

maintenance of the business. —Felephene-eperatingreeeipts- The term does not
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include ireeme revenue from merchandising, jobbing and contract work, eharges

ferthe maintenance or repair of customer premises equipment; including

equipment leased or rented by the customer from any source, revendefrom

rey--hetels—reemefromronutitity operations not directly related to

provision of telecommunications service, amounts charged for billing and collection

on behalf of another telecommunications carrier, proceeds from transfer of capital

stock, or revendesfrom-the transfer, sale, or lease of property not deveted directly
related to telecommunications eperation—Felephone-operatingreceipts—deeshet

efiginatingrevenvesfactorby-twe service. The term does not include amounts

collected for or amounts collected from federal and state mechanisms to preserve

and advance universal service.

SECTION 8. AMENDMENT. Section 57-34-02 of the North Dakota Century Code is

amended and reenacted as follows:

57-34-02. Reports of telephene-cempanies— telecommunications carriers . Each
telephoene-company-required telecommunications carrier subject to be-assessed gross receipts
taxes under theprevisions-ef this chapter shall arrualy make and file with the tax

commissioner, on or before May first of each year, on saeh the form as the tax commissioner

may prescribe, a report containing a statement of its telephenre-eperating gross receipts in this
state during the preceding calendar year, the-rumber-of-statiorsin-service-en-bDecember

telephene-service; amounts paid by the carrier on telecommunications service that is taxable
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under this chapter during the preceding calendar year in state and local sales and use taxes

and federal excise taxes, amounts received from or paid to another telecommunications carrier

for directory assistance, and suehk any other information as the tax commissioner may require

maintairedpermile 61 kilemetersl-eftelephoneline-inthis-state. Each report must be
signed, subject to the-previsiens-ef section 12.1-11-02, by the president, secretary, or other

official of the telephene-ecempany telecommunications carrier. Each-telephone-company

SECTION 9. AMENDMENT. Section 57-34-03 of the North Dakota Century Code is
amended and reenacted as follows:

57-34-03. Computation of taxes by tax commissioner - Exemption for

high-volume customers - Credit for real property taxes

1. On or before Augustfirst July fifteenth of each year, the tax commissioner shall

review the report under section 57-34-02 and compute the tentative total tax to be

assessed against each telephere-cempany telecommunications carrier in this
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exemptfrom-theprovisions-efthisehapter at a rate of two percent of adjusted

gross receipts. The tax commissioner shall give ten days' notice by mail to each

telecommunications carrier of its tentative total tax under this section and of its

right to contest the determination before the state board of equalization at its

August meeting. The state board of equalization shall assess the tax under this

section after consideration of any contest presented.

After a customer has paid twenty thousand dollars in taxes imposed under this

chapter in a calendar year, further telecommunications service charges to that

customer are exempt from taxes imposed under this chapter and must be excluded

from gross receipts of the providing telecommunications carrier.

A telecommunications carrier is entitled to a credit against the tax under this

section in the amount of real property taxes paid during the calendar year by the

telecommunications carrier on its property in this state which is directly used in its

telecommunications operations. The credit under this subsection may be fully or

partially transferred between a parent and subsidiary telecommunications carrier.
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SECTION 10. AMENDMENT. Section 57-34-05 of the North Dakota Century Code is

amended and reenacted as follows:

57-34-05. cCetification-oftaxx— Allocation to counties - Continuing appropriation

among counties in the same proportion that taxes paid by telecommunications carriers under

chapter 57-06 and this chapter in 1997 and received by taxing districts in the county bears to all

taxes paid by telecommunications carriers under chapter 57-06 and this chapter in 1997 and

received by taxing districts in the state. Gross receipts tax revenues are appropriated as a

standing and continuing appropriation to the tax commissioner for allocation to counties under

this section.
SECTION 11. AMENDMENT. Section 57-34-06 of the North Dakota Century Code is

amended and reenacted as follows:

57-34-06. Duties of county auditer— treasurer . His-the-duty-ofthe-countyauditerafter

company-maihtains-a-station-or-statiens: The county auditer treasurer shall makesueh

alecationandpay-such-funds allocate taxes received under this chapter to the state, the
county, and the various seheet taxing districts uper-a-pro+atabasis within the county according

to the
stations-ef-such-company-hthe-eeunty basis on which the general property tax levy is

apportioned and distributed.
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1 SECTION 12. AMENDMENT. Section 57-34-10 of the North Dakota Century Code is
2 amended and reenacted as follows:

3 57-34-10. Penaly-ferfailurete-furnish-statement— Penalties - Lien for tax .

4 1. incaseany-company If a telecommunications carrier refuses or neglects to make
5 the reports required by this chapter, or refuses or neglects to furnish any

6 information requested, the tax commissioner shall irferm-himsel-as-besthe-may
7 en use the best available facts reeessary-te-beknownin-erderte-dischargehis

8 duties-with-respeetto-the and estimates to determine taxation of the preperty gross
9 receipts of sueh-company-—and-the that carrier. The tax must be imposed upon the
10 basis of sueh that information, and the state board of equalization shall add a

11 penalty of one-quarter of the tax due for failure to make the required report; which
12 must be collected as a part of the tax.

13 2. Taxes levied under this chapter are due and payable to the tax commissioner on
14 January first following the year in which the taxes were assessed. The unpaid

15 principal balance of taxes on the following March first is subject to a penalty of

16 three percent, on the following May first an additional penalty of three percent, on
17 the following July first an additional penalty of three percent, and on the following
18 October fifteenth an additional penalty of three percent. Beginning January first of
19 the year following the year the taxes became due, simple interest at the rate of

20 twelve percent per annum applies to the unpaid principal balance until the taxes
21 and penalties are paid. Interest penalties must be prorated to the nearest full

22 month for a fractional year of delinqguency.

23 3. Taxes under this chapter constitute a first and paramount lien in favor of the state
24 upon all property and rights to property of the taxpayer. The lien may be

25 foreclosed in the same manner provided by law for mortgages on real or personal
26 property.

27 SECTION 13. AMENDMENT. Section 57-34-11 of the North Dakota Century Code is
28 amended and reenacted as follows:

29 57-34-11. Exemptionfrom-othertaxation— Taxes in lieu of property taxes . The

30 taxes imposed by this chapter are taxes upon the privilege of doing business in this state and

31 arein lieu of all reat-and personal property taxes levied by the state or any of its political
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subdivisions upon reat-er personal property to the extent the property is directly used by ary

telephene-company-subjectto-the-provisions-ef-thischapter the telecommunications carrier in
its telephone telecommunications operations are-rtieu-efreal-and-persenal-prepery-taxes-on

SECTION 14. AMENDMENT. Section 57-34-12 of the North Dakota Century Code is
amended and reenacted as follows:
57-34-12. Rules ardregulations—Appeals—.
1. The state tax commissioner may premtlgate adopt any rules ard-regulations-that
are necessary to carry out the-provisions-of this chapter. Fhe-previsions-ef-chapter

5734-64- The tax commissioner shall adopt rules as necessary to avoid double

taxation of gross receipts and to eliminate the avoidance of taxation of gross

receipts of telecommunications carriers under this chapter.

SECTION 15. REPEAL. Sections 57-06-01.1, 57-34-04, and 57-34-08 of the North
Dakota Century Code are repealed.

SECTION 16. EFFECTIVE DATE. This Act is effective for taxable years beginning
after December 31, 1997.
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