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Minutes:
. REP. BELTER Opened the hearing.

REP. OLE AARSVOLD, DIST. 20 Introduced the bill as the prime sponsor.
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He stated this bill is a product of several years of thought of he and several of his constituents

who have expressed concern in maintaining and attracting residents to North Dakota. He stated

there is an incentive for military and federal retirees who stay in North Dakota, who file on the

long-form. The incentive is only five thousand dollars. He felt there would be a possibility that

more of these retirees would stay in North Dakota if there were an income tax deduction of up

to fifteen thousand dollars.

REP. BELTER Asked what the state of Minnesota does?

REP. AARSVOLD Was unable to get that information.
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REP. JIM POOLMAN, DIST. 32 Testified in support of the bill. Stated he supported the

concept and that we need to do anything we can to keep people in North Dakota, especially those
that come in to work in our military institutions, we need to do what we can to keep them here.
He stated he is in the banking business in Grand Forks, and you would be surprised to see how
many people shop around for states that have a tax benefit for military personnel where they are
going to retire.

REP. SCHMIDT, Asked whether this includes federal employees?

REP. POOLMAN It includes federal employees.

JOSEPH BECKER, , STATE TAX DEPARTMENT. Appeared before the committee to answer

questions and to explain the fiscal note. He stated the fiscal note had a couple of componants to
it. There are about 300 federal civil service employees using the long-form, there are about 113
military retirees using the long-form. We know these people will benefit from this. The second
componant has to do with how many folks will jump from the short to the long-form. We know
from using some averages, we feel that the federal adjusted gross income threshold from zero to
about forty five thousand or so, will benefit from this bill. About 73% of those filers are in that
range, so we feel there will be quite a number of folks benefitting. The fiscal note only envisions

about twelve hundred folks making that move. That might be quite conservative.

REP. GRANDE What stops them from going from the short-form to the long-form and what if

we left them in the short-form and gave them five thousand dollars?

JOSEPH BECKER With a system where we have a short and long-form, the bulk of our tax

payers are using the short form for one reason, and that is, the computation there yields a lower
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tax then the long form does, even with the current deduction. Those various credits and
deductions that are now on the long form have become, to a large extent, obsolete, as the short
form is just so much better. In the second component of our fiscal analysis, we have to try to
determine how much of a gap there is between the short form and long form. The fiscal note is
trying to account for that first before the fifteen thousand dollar deduction will actually help them
overcome the short form rate.

REP. GRANDE Why are we making them go to a long-form?

JOSEPH BECKER They aren’t required to, it is just a state of affairs with the two forms. You

can choose to use either one, it is just that if you go to the long form and take the current five
thousand dollar deduction, the tax is still higher than if you just use the short form.

REP. WINRICH You indicated that a portion of this $880,000 of the fiscal note, is based on the

number of people who currently file the long form, it is pretty easy to determine what impact that
would have, do you have any idea what the relative size of the two components are on the fiscal
note?

JOSEPH BECKER There are 300 federal civil service people there now, it is felt that another

600 would make the move over.
With no further testimony, the hearing was closed.
COMMITTEE ACTION 1-19-99 Tape #2, Side B, Meter #16

REP. RENNER Made a motion for a DO NOT PASS.

REP. GRANDE Second the motion. MOTION CARRIED

13 Yes 1 No 1 Absent

REP. GRANDE Was given the floor assignment.
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