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10192.0200
Fifty-seventh
Legislative Assembly HOUSE BILL NO. 1041
of North Dakota
Introduced by
Legislative Council

(Commerce and Labor Committee)

A BILL for an Act to create and enact a new subsection to section 57-38-30.3 of the North
Dakota Century Code, relating to credits allowed on the short-form income tax return; to amend
and reenact subsection 4 of section 57-38.5-01 and sections 57-38.5-03 and 57-38.5-05 of the
North Dakota Century Code, relating to the seed capital investment tax credit; and to provide an

effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-38-30.3 of the North Dakota Century Code
is created and enacted as follows:

A taxpayer filing a return under this section is entitled to the credit provided under

section 57-38.5-03.

SECTION 2. AMENDMENT. Subsection 4 of section 57-38.5-01 of the North Dakota
Century Code is amended and reenacted as follows:
4. "Qualified business" means a primary sector business that:
a. Isincorporated or its satellite operation is incorporated as a for-profit
corporation or is a partnership, limited partnership, limited liability company,

limited liability partnership, limited liability limited partnership, sole

proprietorship, or joint venture;

b. Isin compliance with the requirements for filings with the securities

commissioner under the securities laws of this state; and
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¢ Has its principal office in this state and has the majority of its business activity

performed in this state, except sales activity, or has a significant operation in
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SECTION 3. AMENDMENT. Section 57-38.5-03 of the North Dakota Century Code is

amended and reenacted as follows:

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a qualified

investment in a qualified business, the taxpayer is entitled to a credit against state income tax

liability under section 57-38-29 or 57-38-30.3. The amount of the credit to which a taxpayer is

entitled is thirty percent of the amount invested by the taxpayer in qualified businesses during

the taxable year, subject to the following:

1.

The aggregate annual investment for which a taxpayer may obtain a tax credit
under this section is not fess-thanr-five-theusand-dellarsand-ret more than fifty

thousand dollars. Fhis-subsectionay-retbe-nrterpreteatotimit-additionat

In any taxable year, a taxpayer may claim no more than fifty percent of the credit

under this section which is attributable to investments in a single taxable year. Fhe

Any amount of credit under this section not allowed because of the limitations in

this section may be carried forward for up to fifteer ten taxable years after the
taxable year in which the investment was made.

A partnership that invests in a qualified business must be considered to be the
taxpayer for purposes of the investment limitations in this section and the amount
of the credit allowed with respect to a partnership's investment in a qualified
business must be determined at the partnership level. The amount of the total
credit determined at the partnership level must be allowed to the partners, limited
to individuals, estates, and trusts, in proportion to their respective interests in the

partnership.

Page No. 2 10192.0200



© 00 N o O b~ W N PP

N NN N N NN NN R B P B R R R R R
0w ~N o O B W N PFP O © 0 N O 00 M W N B O

29
30

Fifty-seventh
Legislative Assembly

5.

The investment must be at risk in the business. An investment for which a credit is

received under this section must remain in the business for at least three years.

Tax credits for investments in one qualified business may not exceed theleastof

A taxpayer who owns a controlling interest in the qualified business or whose
full-time professional activity is the operation of the business is not entitled to a
credit under this section. A member of the immediate family of a taxpayer
disqualified by this subsection is not entitled to the credit under this section. For
purposes of this subsection, "immediate family" means the taxpayer's spouse,
parent, sibling, or child or the spouse of any such person.

The tax commissioner may disallow any credit otherwise allowed under this section
if any representation by a business in the application for certification as a qualified
business proves to be false or if the taxpayer or qualified business fails to satisfy
any conditions under this section or any conditions consistent with this section
otherwise determined by the tax commissioner. The amount of any credit
disallowed by the tax commissioner that reduced the taxpayer's income tax liability
for any or all applicable tax years, plus penalty and interest as provided under

section 57-38-45, must be paid by the taxpayer.

SECTION 4. AMENDMENT. Section 57-38.5-05 of the North Dakota Century Code is

amended and reenacted as follows:

57-38.5-05. Seed capital investment tax credit limits. The aggregate amount of

seed capital investment tax credit allowed for investments under this chapter in any taxable

31 year is twe five hundred fifty thousand dollars. If investments in qualified businesses reported
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to the commissioner under section 57-38.5-07 exceed the limits on tax credits for investments
imposed by this section, the credit must be allowed to taxpayers in the chronological order of
their investments in qualified businesses as determined from the forms filed under section
57-38.5-07.

SECTION 5. EFFECTIVE DATE. This Act is effective for taxable years beginning after
December 31, 2000.
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