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Committee CJerk SJ uture 

M'inutes: 

REP. AL CARLSON, CHAIRMAN Opened the hearing and read the tiscaJ note. 

REP, ED LLQXD, DIST,J! Introduced the blll as the prime sponsor. See attached written 

testimony, plus handouts relating to raising income tax instead of property tax. 

70 

REP. HERBEl.c Related to a har,dout, stating that statistics showed there were certain areas 

that are even far more disproportionate In the state of North Dakota, then there is on an average 

of the state, I happen to live ln Walsh County, and Walsh and Pembina Counties are two of those 

counties that I represent, that are getting much harder than what that average is that you showed, 

REP. LLOYD Stated, that on that same sheet, I calculated out that if you have seventy dollar 

per acre rent on land, if you took away the tax, which is seventeen dollars per acre, and take away 

about fifteen dollars worth of income tax, which is a twenty eight percent rate, forty six percent 

ot the money he eamed, goes to wees, not counting FICA and any other taxes he might have to 

pey. 
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REP. TOM BRUSEGAARD, DIST, 19. Testified in support of the bill as a sponsor of the bill. 

He feh this is a fairness issue. He related back to when he was in college they taught him two 

ways to evaluate taxes, benefits received and ability to pay. Property tax funding, in the context 

of education, meets neither of these standards. On the ability to pay standard, the amount of land 

owned by a patron of the school district, bears absolutely no relation~hip on his ability to pay 

wees, especially in the last ten years. OeneraUy, more land means more debt. In a rural school 

district, it is not at all unusual for over sixty to seventy percent of the kids to come from non farm 

families, thi~ is in Oil by, which is a farming community. When I go home, this is the number 

one issue-I hear. We need to fix this problem. Gave an example of a non farm family with three 

children who owns a nice house in Gilby, will pay about six hundred and fifty dollars to the 

education ofthe!r chUdren. A fann family with a thousand acres, which is a small farmer, will 

pay sixty five hundred for the same education. There is something wrong here, 

REP. WINRICH I agree with two of the premises, one is that property taxes are too high and 

the other, that inoi. ,me taxes are very low in this state and could well be raised. I am not sure I 

agree with the third premise that sales taxes are also low and could be raised. Particutarlly in 

some or our major cities, where the cities themselves, have been forced to raise taxes to avoid 

increasing property taxes even more. Did you consider the possibility of not raising sales taxes 

and just doing the f ncome taxes? 

.REP, BRUSEGAARD Obviously, that was an option. Having a high rate of sales tax across 

the river such as East Grand Forks, ls something that legislators need to be concerned about. 

That opens up another can of wonns. at droppina that down. 
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REP, LLO)'D Responded to the question also. I wanted to mix wees, but I am not so much for 

taxing cigarettes and alcohol and that type of thing for education. Yes, we have a problem with 

sales wees. That was probably a mistake by the legislature several years ago, because at that 

time, we should have done something like this to fix it. I am not sure that that shouldn't still be 

used to manipulate the input to adjust it. 

REP. KR OEDER Did the interim tax education committee look at this or any other proposal 

seriously as to what to do about this problem? 

REP, LLOYD I am unaware of what they exactly looked at. They did not look at this particular 

proposal. 

REP. CARLSON In my experience in the legislature, J am nervous about someone stating a 

fairness issue. In my experitmce, they are taking something that J have and giving it ·to somebody 

else. This is redistributing wealth. I will go back to one of Rep. Lloyd's comments, about the 

fairness issue, then the second one, is the monies will be distributed on the same scale as 

previously used. We hear every day, the problem with equity of education funding, the need for 

consolidation, survivable districts, but yet, we are establishing a program here whose main focus 

is to put the money back exactly the way it was before, that everybody said was too expensive. 

What are we fixing? 

REP. BRUSEGMRD Fron1 my perspective, If we quit using property taxes for a funding 

mechanism, we eliminate the need for a mm levy deduct, So while they are receiving a dollar for 

dollar replacement of their property money, the money they aet &om the state which Is the 

foundation aJd program, which this bill doesn •t touch, wUI change and go out on a more faJr 

balls. 
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REP, CARLSON We have about five bills in this ~ommittee which deal with various levels of 

makbig sure a farmstead or farm residence is not taxed, now we are removing the land tax, but 

yet, we are stiH not addressing the issue of residents, whereas, everyone of the rest of us, who 

live in a residence, wil1 still pay tax, how do you address that issue? 

REP. BRUSEGAA@ We are not eliminating the land tax. We are reducing the general fund, 

the education portion of it, If we fix the problem, I would guarantee you, you wouldn't see 

sideline bills that are just trucing a tittle chink out of the annour. Without a doubt, the other bill I 

introduced, that is exactly what it was. 

REP. DROVDAL One of the comments I know I will hear when I get home, is, ifwe pass these 

taxes and replace property taxes, what is to keep the local entities to turn around and raise 

pro~rty taxes up again? 

REP, BRl.JSEGAARD The dead cat bounces, if you drop anything from high enough, it is 

bound to bounce back up again. If you go across the river in Minnesota, they have reformed their 

property tax structure four times jn the last twenty years, and it keeps coming back up. This bill, 

as I understand it, eliminates the statutory authority for school districts to tax for the general 
I 

fund. This is not reform, it is repeal . 

.REP. CARLSON We have another bill before us which is taking the used fann equipment and 

fann parts, and removing the sales tax from the fann sf de of the issue. I am a builder, I buy a 

bobcat. I pay 1\.111 sales tax, I go to get It fixed, I pay full pru1s, but on the other sf de of the 

equation, It may well be merited, but when we talk about falmess in equity, on a hundred 

thousand dollar house, it will cost my homebuyer two thousand dollars more in sates ~x on that 

houae. How do I ao home and tell my customer, because I am golna to pass It along, 
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QP. LLQYD Answered, stating this biil is not the problem. The problem is we have failed to 

address this issue as much as fifteen years ago, We had these other incidental type things 

oocuring here and there. · As far as I am c.oncemed, if you reduce the property tax for the fanners, 

by fifty percent on all of their property, they should be paying on their house, There is no way 

we can address all of this in such a small bill as this. 

REP, CARLSON That is why I brought up the issue of school funding, this isn't a little tiny 

issue. It is a great big issue. If this were to pass, and there is a nine percent sales tax on items in 

the city of Fargo, let nte teH you, there would he some screaming and hollaring and knashing of 

leeth. Questioned some of the numbers which were used on the fiscal note .. 

REP, LLOYD Stated the fiscal note is outdated. The fiscal note I presented is four hundred 

severtty two on one side and four hundred seventy seven on th<- other, for a five million dollar 

difference. 

REP. HERBEL Addressed one of the issues Rep. Carlson brought up, whereby, he was in 

business at one time, the C()St of his sale went up, he was able to raise the price of the product he 

had and passed it on to the customtr. Unfortunately, Rep. Lloyd can't raise the price of his beef, 

because ft doesn't work that way in the farm business. So, there is a distinction between those 

two. 

REP, fARLSON We have heard many types ofbllls, We have heard some that freeze property 

taxes, directed to the methodology of how land is valued. 

REP, OLE AARSVOLD,. Testified ln support of the bfH as a co-sponsor of the blll. He 

submitted and addressixl handouts relating to tax dollan paid for the current years in Trell 

County, and ~ capita comparisons or individual Income tax collections. He related to situations 
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in 1910. He correlated stocks in the DOW versus land values. He stated we are using biblical 

evaluations such as using property as a measure of wealth. I think it is time we bring school 

finance into the twentieth century before the twenty first century is over. 
I 

REP. CARLSON In your district as your land has increased in taxable vaJue, lias your county 

lowered the mill levy at aU? 

REP. AARSVOLD Generally, I would say the increase in value has kept the schools at a par, by 

levying the same number of mills, they have been able to meet the inflating costs that they face. 

A bigger problem is, our inability as a legislature to provide foundation aid payment to offset 

those inflationary costs they have experienced, and also, declining enrollment. 

REP. CARLSON . In the Jast five years, has land sold for more value then it did five years prior? 

BEP, AARSYOLD In my observation, land in Trail County, is worth less than it was five years 

ago. 

REP, CARLSON It would be interesting to see what the market has dorie. 

REP, AARSVOLD My position is, we must tax whatever revenue source based on its ability to 

pay that tax. It seems f n thf s day and age, we are using an outmoded tax structure to fund. 

REP. RENNERFELDI How many school districts do you have in your political district? 

REP. AARSVOLD Far fewer than we had when I came to the legislature twelve years ago. I 

believe we stHl have six operating school districts, and I think when I came in, we had eleven. 

BEP, WINRICH We obviously have a lot ofprobJems with our tax system. I don•t think 

artyone is happy with it. I wonder if we as committee members and as blll sponsors, might think 

of the possibiHty of combining some of these bills we have before us, maybe even to the point of 
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REP. AARSVOJJ} The more you include in the tax reform measure, the more enemies you 

generate. On the other hand, by betng more inclusivet we probably gain some support. I would 

not be opposed to that. 

REP. WJNRJCH I am reminded that one deflnidon of insanity is to keep doing the same thing 

and expect a different result. \'le really need to reform our truies. 

JOHN WALSTAD, ATTORNEY, LEGISLATIVE COUNCIL. Gave an overview of the 

workings of the bill. He stated one reason the numbers did not match in the fiscal note, is 

because there was a six month lapse, which they would have amendments drafted to address that. 

REP. WINWCH You mentioned the two percent sales tax increase, would apply to natural gas, 

so there would be a four percent tax on natural g&S? 

JOHN WALSTAD That is correct. 

REP. WINRICH One of the bills would replace the current two percent tax on diesel fuel with 

a cent and a half per gallon, if this bi11 does not pass, would this increase the tax on those fuels? 

J.OHN WALSTAD I think the bill you are referring to, is a special fuels tax change, this bill 

does not deal with fuel truces at alt. 

RICK CLAVBURGH. STAIE TAX COMMISSIONER. Testified in a neutral position. He 

stated they would be receiving the Tax Study Report wfthfn the next few days for their review, 

They have a number of proposats which we are suggesting f n reforming the tax system, The tax 

study does talk about one area, regarding the over reliance on agricultural property, We. talked 

about a possible offset in some type of value added tax in North Dakota. It makes sense to 
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spread a business tax out to all busit\csses in North Dakota. These are things which are difficult 

to do in a abort period of time. The biggest problem is the reHance in K to twelve funding in rural 

communities. Most of it has to do with declining enrollment; and not the same doHars in 

foundation aid coming in. One of the concerns we had in our study is, relief from property truces, 

and then property taxes could slide up again. Most North Dakotans actually support a sales tax 

increase, for property tax relief, and don't support an income tax increase. 

REP. RENNERFELQI If you didn't use a sales tax increase, how much would you have to 

raise? 

RICK CLAYBURGH I don't have an of the figures. I commend Rep. Lloyd and the sponsors, 

this is the type of debate that needs to occur in this legislative process ifwe are going to have 

significant change regarding K through twelve funding, 

NEAL JOHNSON, RURAL MAYVILLE, FARMER & PRESIDENT OF THE SCHOOL 

BOARD. Testified in support of the bill. He agreed with the inequities which were pointed out 

and stated they need to be addressed, He stated as a school board members he had concerns with 

the bill. As propo~ed with the four and a half percent increase in income tax and the two percent 

in sales and use tax, to relieve all of the general fund levies, we may be moving too fast. If the 

information we receJved for calculating the revenue tax is accurate, we would suggest one half 

percent sales and use tax, which would generate approximately eighty three million dollars and a 

four and three quarter percent income tax, which would generate approximately, one hundred 
.; 

flfty three mllllon dollars, This would fund half of the general fund, with the other half funded 

by the traditional property tax levy, We in the school district, would still have the flexibility and 



I, 

I' 

}/\ ~·:, •1·,,.- ,•,::; ' , ,,1;-,-i'-1,-.:: ·-
/ .. ·,:·' 

' •'/. 

,," 

r( ·, 
// ,'' 

t 

.> ,~· '' 

,~e,9 . 
Ho~ Finance and Taxation ,Committee 
9i11/Resotution Number HB 1432 . 
Hearing Date February 5, 2001 

the stablllty of a property tax, and the property owner has a portion of tax relief they desire and 

need. Gave an example of what it would do (or his area. 

REP, CARLSON Do you think the people in the city are paying too little real estate taxes 

compared to the people in the rural areas? 

NEAL JOHNSON In our district, yes, 1 do. We. are paying approximately sixty percent which 

goes to the school district, 

JilHN KNUDSVIG, TRAIL COUNTY COMMISSJO~ Testified in support of the bill. 

Property tax fs a very negative tax. As a farmer, l have tried many years to get this changed. I 

hope you guys will grab the bull by the horns and make c:,.:,me changes, As a county 

commissioner, we compete with the school districts with almost the same funds through property 

tax. We are maxed out. 

MAC HALCRQW. DRAYTON, PEMBINA COUNTY COM~llSSIQNER, Testified in 

support of the bUI. See attached ,,vtitten testimony. 

REP. CARLSON We are l~oking at a lot of the bills you talked about and rtalize there is au ag 

crisis. In that rnarket where there is no profit being made on the farm, therefore, there would be 

no income tax, or very little paid, and if there is no profit on the fann, there would be very few 

purchases, so sales tax would fade, so who fn this system would pay? 

MAC HALCROW I guess it would be like it always has been, like the start of our country. 

Wealth generated from the land and taxes, the people making the money pay the tax. I think that 

is what Income tax Is alt about. Don't get me wrong. we are sttll going to pay tax, whether you 

make Income on the farm or not, you still p1y flfteen or sixteen percent. 

UP, CARLSON You would agree. It ls a shift? 
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MAC HALCRO:W Yes. it is part of a shift. 

GERALD UGLEM. FARMER, GRAND FORKS COUNTt. Testified in support ~fthe bill. 

See attached written testimony. 

!£BLJE ALM, PORTLAND, FARMER, AND REPRESENTING TH~ 

MAYVILLE/PORTLAND SCHOOL BOARD, Testified in support of the bill. He stated there 

is land which was purchased in his area for eight hundred and seventy five dollars per acre, five 

years at\O, a joining eight acres just sold for eight hundred dollars, so it has taken a drop in value. 

ROBERT DEUTSCH. NORTHWOOD NORTH DAKOTA. SOIL SCIENTIST AND 

CROf CONSULTANT, Testified in support of the bill, See attached written testimony and a 

handout relating to North Dakota Ag Tax Statistics,\ 

RANDY UGLEM, BEGI~JSING FARMER, NORTHWOOD, ND, Testified in support of 

the bill. See attached written testimony. 

JOE WESTBY, NORTH DAKOTA EDUCATION ASSOCIATION. Testified in a neutral 

position. He s!.:ted over the years, we have talked about various ways to fund education. We 

have f ntroduccd bills to shift some of the funding off of property tax and on to either sales or 

income. I have a gt"at deal of sympathy foi· the stories that have been told here this morning, 

mof;tly from agricultural folks, I grew up on a little fann in western Walsh County, and st111 own 

a small piece of land there, and I know what the property ta.x situation is. In education, we have 

had lawsuits around the country on equity f ssues because of the over devendence on property tax 

for the funding of schools. We would certainly support some type of shift. This blll is rather 

dramatic, ln that alt of the pl'f Jperty tax for schools would be repealed and we would go totally to 

sales and income for the general fund portion of the school budget. Maybe that ls going a little 
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too far too fast. S~dies in school finance and funding mechanisms have shown, that property tax 

as a funding mechanism for schools, seems to be needed for stability. One of the things you 

might want to consider, is taking a look at a11 of these taxes, and sorting out what is the most 

appropriate direction for the state of North Dakota. 

DALE ANDERSON, PRESIDENT GNDA. Testified in opposition of the bin. He is 
concerned with the major shift to sales· tax. He stated residents in only nine states, have higher 
sales taxes then we do. 

With no furthet· testimony, the hearing was closed. 

COMMITTEE ACTION 2 .. 14 .. 01, Tape #1, Side A, Meter #94 

REP, LLOYD Reviewed the bill again as it had been awhile since it was heard. The bill is a 
shift not an increase in taxes. The purpose of the bill was to shift some of the property tax from 
agricultural property and other personal property in the state to the income tax and sale:; tax side 
of the equation, for a more even equation. On the property tax sidt;, it would delete that tax that 
goes to the general fund of schools. About fifteen percent of that tax is there for remodelingt 
asbestos removal, severance pay for superintendents and those other things. The other part of the 
taxt whfoh is about eight five ptrcent of it, goes directly to the schools to support education. That 
is the part I deleted. That tax generated about 475 million dollars. About a four and a half 
percent income tax generates ahout 136 million dollars, and that wasn't enough, so I looked at 
sales tax. To get my 334 million in sales tax would require a two percent increase in sales tax, in 
order to get H to be equal. The fiscal note is totally wrong, it is irrelevant. The school districts 
revenue loss from property would be 472,2 mHHon. The sales income would be 334.6 million 
and individual income tax would be 143 million. The sales and income equals 47'1.6 milJion and 
the school district's property Joss is 472.2 million, It is about five million revenue posJtive, I 
would con sf der that as neutral. 

There are a couple of things I wanted in the bill and I wasn't able to work It in. and that is 
property rich and property poor df stricts. I was hoping to get an equation in there that would 
balance that out. I actually think the but will do thllt, in time. I didn't want the money to be ur:;cd 
for sports. to me, ft f s for education, so I left that out, Related to a Fargo district, which was 
repealed from the bill, 

MILES VOSBURG, SALES TAX DIVISION, STATE TAX DEPARTMENT, Appeared 
before the committee to answer questions. He submitted a handout relating to sales & use tax 
guldeHnes. He alM> presented a handout relating to exemptions from taxes, 

REP. LLOYQ Presented amendmertts to the committee and explained what they dld, 
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BP. LLOYD Made a motion to adopt the amendments as presented. 

REP. HERBEL Second the motion. MOTION CARRIED BY VOICE VOTE. 

BEP. HERBEL Made a motion for a DO PASS AS AMENDED. 

REP. SCHMIDT Second the motion. MOTION FAILED. 

REP. DROVDAL Made a motion for a DO NOT PASS AS AMENDED. 

REP. RENJSERFELDT Second the motion. MOTION CARRIED, 

l O YES 5 NO O ABSENT 

REP. DROVD,l!t Was given the floor assignment. 

,\, ·1 



B111/Resofutlon No.: 

Amendment to: HB 1432 

FISCAL NOTE 
Requested by leglslath,e Councll 

02/16/2001 

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

1999-2001 Biennium 2001-2003 Biennium 2003-2006 Biennium 
General Fund Other Funds General Fund Other Funds General Fund Other Funds 

Revenues $477,600,000 
Expenditures 
Appropriations 

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

1999-2001 Biennium 2001-2003 Biennium 2003-2006 Biennium 
School School School 

Counties Cities Districts Counties Cities Districts Counties Cities Districts 
($472, 172,0 

001 

-
2. Narrative: Identify the aspects of the measure which cause fiscal impact and Include any comments 
relevant to your analysis. 

HB 1432 First Engrossment removes the school districts' general fund mill levy and imposes additioual 
individual income, sales and motor vehicle excise taxes for the school district levy replacement fund. 

3. State flacal effect detelt: for Information shown under state fiscal effect In 1 A, please: 
A. Revenue•: Exp/sin the revenue amounts. Pro vlde detail, when appropriate, !or each revenue t r'Pe 

and fund allected and any amounts Included In the executive budget. 

Section 12 of the bill imposes an additional income tax of 4.5% of taxpayers' adjusted federal tnx liubllitics 
and an equivalent amount on the long form. This is expected to generate approx. $143 million for the 
school district levy replacement fund during the O 1-03 biennium. 

Sections 14, 18 and 19 impose additional sales and motor vehicle excises taxes of2%. This is expected to 
generate approx, $334.6 mllHon for the school district levy replacement fund during the O 1 .. 03 biennium. 

The removal of the school dJstriots1 general fund levies is expected to reduce school district property tax 
revenues by approx. $472,2 mHHon for the 01-03 biennium. 

B, l!xpendltur1a: Exp/sin the e>tpendlture amounts, Provide detal/, when appropriate, for each 
agency, 1/ne Item, and fund affected and the number of FTE positions alltJcMd, 
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c. Apptoprfatfon1: Explain the appropriation 1,nounts. Provide. detall, when approprlatn, of the effect 
on the blt1nhlsl appropriation for each sgencv 1Jnd fund affected and sny amounts Included In the 
e>ttJcutive budget. Indicate the relstlonshlp between the amounts shown for e><pendltures and 
appropriation$, 

Kathryn L. Strombeck Tax Department 
umber: 328-3402 : 02/19/2001 
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BMI/Rnolutlon No,: HB 1432 

Amendment to: 

FISCAL NOTE 
A..-ted by L'91"8tlve Cour10N 

01/2312001 

1A. State"'°" effect: Identify th<J state 1/soBI effect and the flscal effect on agenov appropriations 
compared to funding levels and appropriations anticipated under current law, 

• 
1 B, County, ohy, and tohool dl1trtct flacll "ffeot: Identify the fiscal effect on the appropriate polltlcal 
subdivision. 

0 
Countlt• Cltlea Dl1trtct1 Countlt1 Cltle1 Oletrlct, Countle1 Cltle1 

2. N,rratfv11 Identify the aspects of the measure which cause I/seal Impact and Include any comments 
relevant to your analysis. 

Sections 12 and 14 of HB 1432 levy additional income and sales taxes. Other sections of the blll remove all 
school district general fund levies, 

3, Stlte flac1I effect detail: For Information shown under state I/seal effect In 1A, please: 
A. Revenue,: Explain the revenue amounts, Provide detail, when appropriate, for each revenue type 

and fund affected and any amounts Included In the executive budget. 

Section 12 ofHB 1432 levies an income tax of 4.5% of taxpayers• adjusted federal tax liabilities and an 
equivalent amount on the long form. This is expected to generate approx. $ l 43 milJion for the school 
district levy replacement fund during the O 1-03 biennium. 

Section 14 of HB 1432 levies a 2% sales tax effective January 2002. This is expected to generate approx, 
$208 million for the school district levy replacement fund during the O 1-03 biennium. 

The removal of the school districts' general fund levies would, on the average, reduced the mill rate by 189 
mills, and reduce school district property tax revenue by $236,086,000 per year. 

8. E,cpenditur•: Exp/sin th1iexpendltu1s amounts, Provide deta/1, when appropriate, for each 

L•,1•_·,, 
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1g1ncy, line lt,m, and fund 1fl,ctld and th, numb,, of PTE positions aff,ot,d, 

C, Apptopriatlone, lxplaln th, appropriation amounts. ProvldtJ d11tall, when appropriate, of the t1ll1ct 
on th, bl1nn/1I apptoptlatlon for 11ach agency and fund alleotsd and any amounts Included In the 
11x,cut/v1 budg1t, Ind/cat, th, ,,latlonshlp between the amounts shown for expenditures and 
1ppropr/1tlon1, 
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Dato: ~ • 14 .. 0 I 
Roll Call Voto#: I 

2001 HOUSE STANDING COMMITrEE ROLL CALL VOTES 
BILURESOLVTION NO, H8 l'IJ~ 

House FINANCE A TAXATION Committee 

D Su_bcommitteo on ____________ _ 

□ Co:~rence Committeo . r_ (J.~.: l~ ~/ 

Legislative Counoll Amendment Number .. ~ 
AotJon Taken Q [) Q. S J rnt1 )cb j 
Motion Made By 8e...t) . t\c.J,Jl., _ Seconded By f<e.:(2 · .SJwii di_ 

Renresentatlvn Yet No Reprnentadves Yes No 
CARLSON. AL. CHAIRMAN V NICHOLAS, EUGENE ~ 

DROVDAL. DAVID.V-CHAIR 1.,,- RENNER. DENNIS V 
BRANDENBURG. MICHAEL V RENNERFELDT, EARL V 
CLARK. BYRON ~ SCHMIDT, ARLO V 

OROSZ. MICHAEL V WIKENHEISER, RAY v· 
HERBEL. OIL V WINRICH. LONNY V 
KELSH. SCOT V 
KROEBER. JOE V" 
LLOYD. EDWARD V 

Total (Yes) ____ 5 _____ No __ /_u _____ , __ _ 
Absent 

Floor Assignment 

If the vote is on an amendment, briefly' indicate intent: 
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Dato: A -l'l-0 I 
Roll Clll Voto#: "-

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILI.JRESOLUTION NO. If 614!' 

Houae FINANCE & TAXATION Committee 

D Subcommittee on __________________ _ 
or 

D Conference Committee 

~:~:::~::ouncll Amendmeeaumoo NoiQ L/~: '. ~L: ~~4:11}_~ 

Motion Made By 8«.t'• Oro tJdo~ Seconded By '1/,..p• ~./Ji 
Re1rnentatlve1 Yet No Reoresentattvet Yet No -· V CARLSON. AL. CHAIRMAN NICHOLAS. EUOENE ._..., 

DROVDAL, DA VID,V-CHAIR ~ RENNER. DENNIS V _, 
BRANDENBURG. MICHAEL j_.,.. RENNERFELDT, B~ 1 ti"" 
er ADI{ BYRON iV SCHMIDT, ARLO V 

OROSZ. MICHAEL lif" WJKENHEISER. RAY V 
HERBEL.OIL ~ WINRICH, LONNY I/ 
KELSH.SCOT ~__,. 

-
KROEBER. JOE V 
LLOYD, EDWARD 1,.--

,_ 
Total (Ylls) lo No s 
Absent 

Floor Assignment 

{;,, If the vote is on an amendment_ briefly indicate intent: 
•hi 
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AIPOlff Of' ITANDINQ COMMlffll (410) 
,tbrUlry 11, 2001 11421,m, 

Modult No: HR•N-3443 
Clrrter: Drovdal 

lnHrt LC: 10483.0104 Tltlt: ,0200 

REPORT OP STANDING COMMlnBI 
HI 1432: Plnanoe and Taxation CommlttN (Rep, Cart1on, Chairman) recommends 

AMINDMINTS AS FOLLOWS and when so amcmded, recommends t>O NOT PASS 
(10 YEAS, 8 NAYS, 0 ABSENT ANO NOT VOTING). HB 1432 was placed on the 
Sixth order on the calendar. 

Page 1, line 2, remove 11and11 and after "67•40,2" Insert", and a new se"tlon to chapter 57•40.3" 

Page 1, llne 3, remove "a" and replace the second •tax" with "and motor vehlole e')(olee taxes" 

Page 15, llne 16, replace "Z" with "1Z" 

Page 15, after fine 16, Insert: 

"SECTION 19, A new section to chapter 67-40,3 of the North Dakota Century 
Code Is created and enacted as follows: 

Page 15, line 19, replace "19" with "20" 

Page 16, llne 20, remove "and11 and after "18" Insert", and 19" 

Page 15, llne 21, replace "December 31" with "June 30" 

Page 15, llne 22, replace 11January 1, 2002" with 11for taxable events occurring after June 30, 
2001· 

Renumber accordingly 

,._; ', 

;{ , , •: ·. Ht...,_, 
'1: ,,:1-·,'i', ~1. '91'1~ Page No. 1 
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• FEBRUARY 5TH, 2001 
FINANCE AND TAX COMMl'ITEE•·CHAIRMAN AL CARLSON 

1AM ED LLOYD 

REPRESENTATIVE FOR DISTRICT 19 COVERING RURAL ORAND FORKS COUNTY. 

JAM HERETOTESTJFYIN FAVOR OF HD 1432 
-----------

WHAT DOES THIS BILL DO? 

IT SIMPLY REDUCES PROPERTY TAX BY ELIMINATING THE GENERAL FUND 

PORTION OF THE COUNTY TAX DESIGNATED FOR SCHOOLS. THE STATES 

INCOME AND SALES TAXES WILL BE INCREASED BY 4.5% AND 2% RESPECTIVELY 

TO REPLACE THE PROPERTY TAX MONEYS REDUCED. 

THE PROPERTY TAX BURDEN THAT SUPPORTS EDUCATION IN ND IS 

DISPROPORTIONATLEY LARGE, AND IT CONTINUES TO GROW AT AN 

ALARMING RATE. A TAX EQUITY CORRECTION MUST BE MADE, 

TOTAL PROPERTY TAX PER YEAR IN ND IS $276 MILLION. DELETED BY 

THIS BILL IS THE GENERAL FUND OF SCHOOL PROPERTY TAX THAT GENERA TES 

ABOUT $236.086 MILLION PER YEAR OR $472.172 MILLION PER BIENNIUM. THE 

SPECIAL FUND FOR BUILDING RENOVATION, SUPERINTENDANTS SEVERANCE, 

ETC. REMAINS AND EQUALS ABOUT $40 MILLION IN PROPERTY TAXES PER YEAR, 

THE INCREASE IN INCOME TAX OF 4.5% GENERA TES ABOUT S143 

MILLION. THE INCREASE IN SALES AND USE TAX OF 2% GENERATES ABOUT 

$334., MILLION. THESE TOTAL $477.6 MILLION PER BIENNIUM, 

.'r' I ),1,, 
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FBBRUARY 5TH, 2001 
FINANCE AND TAX COMMl'ITEE•·•CHAIRMAN AL CARLSON 

TAX ON A PARCEL OF PARM LAND IN MY AREA IS ABOUT Sl,500 PER ¼, OP 

THIS AMOUNT 55,66% OR S839 IS FOR SCHOOLS. 

PO 79 RED BOOK SHOWS THAT TAX IN ND ON AN $85,000 HOUSE IS $ I ,695 

WHILE THE AVBRAOE FOR SIOUX FALLS, BILLINOS AND MINNEAPOLIS IS $1,350. 

THIS IS A $345 HIGHER TAX fN ND. 

PO 77 REDBOOK. SHOWS THAT AGRICULTURAL AND RESIDENTIAL 

PROPERTY TAX HAS CROWN SIONJFJCANTLY SINCE 1995, 

PO S REDBOOK SHOWS THAT SALES AND INDIVIDUAL TAXES GREW FROM 

1992 THROUGH 2000. BUT, BY COMPARISON PROPERTY TAX GREW AT AN 

ALARMING RA TE. 

P010 REDBOOK SHOWS THAT SALES TAX AND lNCOME TAX ARB 

CONSIDERABLY LOWER IN FARGO THAN FOR SURROUNDING CITIES IN OTHER 

ST ATES AND THE US A VERA OE, PROPERTY TAX JS CONSlDERABL Y MORE IN ND. 

THE TOTAL PROPERTY TAX BILL FOR A FAMILY EARNING $50,000 

WOULD BE REDUCED BY ABOUT 58% (FARM) AND 50% (NON FARM) FAMILY. 

LOCAL CONTROL WILL CONTINUE. THE ST A TE COLLECTS INCOME AND 

SALES TAXES AND PLACES THESE FUNDS INTO A ST A TE FUND CALLED THE 

SCHOOL DISTRICT LEVY REPLACEMENT FUND. MONEYS WILL BE 

DISTRIBUTED ON THE SAME SCALE AS PREVIOUSLY USED. NO COMMINGLING OF 

THESE FUNDS WITH FOUNDA TlON AID. 

'', \·,, '', j I 
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Comparl,on of lnoome, s,1,, and Property Tax,, 
For Typloal Farm and Non-Farm Family 

Cu"•nt Law, •nd HB 1432 

Parm Pomlly Non-Farm Family 

Current Law: 

Income Tax $ 677 $ 749 
Sales Tax 616 616 
PrOf)erty Tax 4,721 1,874 

Combined $ 6,014 $ 3,338 

HB 1432: 

Income Tax 896 990 
Sales Tax 821 821 
Property Tax 1,983 987 

Combined $ 3,699 $ 2,798 

Net Change (2,316) (641) 

Sources: Current law Income tax statistics are the average 
amounts paid by Income Source Code 01 (farm) and 
all Income source codes (non-farm) for tax year 1999 

Sales tax amounts are published by District of Columbia; 
average sales tax burden for family of four earning $50,000 

Current law property tax amounts for non-farm family are 
published by District of Columbia; average property taxes 
In ND for family of four earning $50,000, For farm family, 
the property tax assumes 1290 acres (97 Census of Ag. 
average) at $3,66 per acre (Tax Dept. estimate), Under 
HB 1432, property taxes are assumed to be reduced 50% 
for non-farm family and 58% for farm family, 
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Major Taxes A• A Percent Of Income 
F1mlly of 4 • $50,000 ptr year 

10-----------------------"-----
8 

e 

4 

2 

0 

6 

1 

0 

Mlnneapolle Bllllngs 
9,0% 7,0% 

(I Income 

Omaha 
8.5% 

■ Property 

t t 4 • f • f t f f t f I , I> f \ t • I , • t • I 

Fargo 
6.9% 

Sioux Falla Cheyenne US Average 
8,6% 3,8%, 8.5% 

D Sales ■ Auto 

SOURCE: Tax Rntes nnd Tax Burdens In the Dlslrlct of Columbln • A Nationwide Comparison, l 998. 

Major lax Burden For Family Of Four 
Earning $50,000 per year 

Mlnn1apoll1 Bllllnga Omaha Fargo Sioux Falls Cheyenne US Average 
$4,524 $3,491 $4,179 $3,439 $3,239 $1,893 $4,274 

■ Income ■ Property O Sale~ ■ Auto 

SOURCE: 'hx Raw and 'nlx Burdens In tho Dfstrict ot Columbia - A Nationwide Comparison, 1998. 
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Property Taxe, on an 
Owner Occupied Home In North Dakota 

Payable In 2000 

IZP,OJKIHome 
Qi,): 

Bowman 
Carrington 
Orafton 
Kenmare 
Lisbon 
Rugby 
Washburn 

DtxAmouu&• 
$9SO 

$1 ,)70 
$1,675 
$1,330 
$1,245 
$J ,275 

$860 

au 
Bismarck 
Devils Lake 
Dickinson 
Fargo 
Orand Forks 
Jamestown 
Mandan 
Minot 
Valley City 
Wahpeton 
West Fargo· 
Willlston 

Tax Ams»uoi• 
$1,695 
$1,700 
$1,720 
$1,650 
$1,820 
$1,575 
$1.770 
SlAto 
$1,780 
$1,760 
$1.456 
$1,840 

• Calcutathms assume taxes are paid byPebruary 15, allowing the taxpayer a 5%dlscount. 

SOURCE: Survey by North Dakota Office of State Tax Commissioner, Property Tax Division, July 2000, 

Property Taxes on an $86,000 Owner 
Occupied Home In Neighboring States 

P1y1bl1 In 2000 

SOUl'H DAKOTA MONTANA MIN~OTA 
'Ju Tu Tix 

City Amount CUy Amount City Amount 

Aberdeen $ J,510 Mfle1Clty s 1,750 Bemidji $ 1,250 

Rapid City 1.s20 OrcatPalls 1,390 St. Cloud 1,060 

Sioux Palls J,360 Bllllng1 J,380 Minneapolis J,3JO 

SOURCB: Suniey by Nonh Dakota Office of State Tllx Commissioner, Property Tax Division, July 2000, 
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to 

6 

4 

2 

Com eroial ,4,083 

True and Full Value by Cl111lfloat1on 
rot ..... Peyal>le In 1tl0 • 1000 

Asrlcul1ur1tl 

Commen:lal 

"4,246 4,602 5,483 
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xes FOR THE 
Ill COUNTY 

YEAR 2000 
00003044 l 
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. . .. . - .... 

I - . 10000· ,~~u 19UT• l~o.oo l 13 01979 000 
' i IU.LWUJE I -axMILEWUE llaLL£W ~ t 80.154 4,008 378.26 l 
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TAX DOLLAR SHARE I CO~NTY 434.19 . TOWNSHIP 101.32 
!- SCHOOL 936.47 i 
t Fl~E 40.08 I STATE 4.01 
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! 
i 
! 
I 

I TOTAL.CONSOI.IOI\TB> TAX 1,516.07 
• 
• 002.00 80.00 
i 

J l . 
I 
: 

I 

~ TOTAL TAX 1,596.07 

I S'SDISCOUNTIF~ 0 BYFEB. 15. 0 0 75.80 

'DIXDUEFPAIDBYFEII. 15-2000 1,520.27 
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1 
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13 81980 000 160.00 
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so.is• 4,oos I 31s.26 

COUNTY TAX DOLLAR SHARE 434.19 
TOWNSHIP 
SCHOOL 
FIRE 
STATE 

~CONSOLJDa\lB)"OO{ 
. 

002 .. 00 
. 

~TAX 

~~F~ooo 

TAXDUEFPM>IIYR:B.15,,2000 
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. COUNTY TAX DOLLAR SHARE 363. 88 
TOWNSHIP 93.42 

;- SCHOOL 728.90 

I FIRE 18.34 
STATE 3.36 

f I · TOTAL CONSOLIDATED TAX 1 ,. 2 0 7 • 9 0 

·-

- TOTAL TAX 1., 207 - 90 

5% DISCOUNT IF PAl'2 0 0 0 6 0 .. 4 0 BYFEB.15. 
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TESTIMONY 

Good Momfng Mr. Chairman and committee members. My name ts MAC HALOROW, tam 
from Drayton, North Dakota, which Is located In Pembina County. I am a farmer and the 
Chairman of the Pembina County Commission. 

I spent over ten (1 O) years of my Ufe either tMng or tra\leltlng overseas. During that 
time, t never went more than a few day\'? without thanking the Lord that I was bom and 
raised In North Dakota, The Inherent work ethic, sense of community, charity, and fair 
play that Is prevalent fn this state does not e,clst anyplace I have ever been. f am caUlng 
on these attributes that you possess when you e><amlne the reasons that have led to 
Repreaentatlvee Herbel and Lloyd submitting their bills and why they need to be pass~. 

For the first two hundred years of this country's existence the vast majority of wealth 
wa• derived from the ground, By necessity, the taxes that were ooUected also were 
generated from that source. About twenty five (25) years ago that source of wealth 
began to dramatlcally change, It now em"nates from such things as ti ttellectual 
property, stocks, bonds, dot,coms, etc and some I don't understand, What I do 
understand, however, fs that the ta>< structure has not changed with the switch In wealth 
generation. I think a claa,lo e><ample of this can be seen In Seattle, Washington. Vou can 
drlv• by Microsoft and see It would flt In Ur,c"ln out east of here and then drive by Boeing 
which wouldn't fit In the confln~• of Bfsmarok. One Is making huge plles of money, one 
Isn't. One pays thouaands of dollars In property tax while the other pays mHUons. 

Last week I gave you some charts that show how unfairly Walsh and Pembina Counties 
have been treated with the current system, Commissioner Flanders talked about the 
dramatic Increase of valuatJons and ta,cea In Cavalier County, BIii Gorder b.lked about 
the staggering amount of unpaid ta>cea his county fa e><pe1rl enolng while the Pembina 
Oounty Auditor showed you how the sales ratio figures In ,,o land reinforced our thesfs 
that the cur,ent system Is badly flawed. I believe this la one of those tJtnes In whfoh 
lmaglnatJon ls baffled by the facts I 

What I did not cover last week la some of the end results of this Inequity. My county 
currently has aa many aa 1160 out of Its 8350 people on social wetf are programs, The 
aocfal service budget has grown to a staggering 9,9 mffllon dollars. People working at 
the Bank of NtJ have told us we are th~ moat depressed area In North ~akota. Last year. 
three (3) of the seven (7) schools Jn our county were borrowing money at banks to pay 
e,cpenae1 and aalarlea before the end of the year. This year. It looks llke that number 
may be f1¥e (6), Some only need money for a month, while aome need It for two (2) 
month1, When It becomes three (3), things wlll really get grim. The other day when I w&a 
out here, I noticed there are some bH11 giving schools hioentlvea for conaolldatlon, Th,a 
has been ind la currently happening In my home county, We share superintendents, 
prfnolpal•• teacher, and program• between echools. Oo-oplng aporta, apeeoh, drama, 
play• and Tltle proc,ram• 11 a way of Ufe, Addltlonally, Walsh, Pttmblna and Oavaller 
countJ11 share program,, supervlaore, and people on a daUy'ba111. We often ao to the 
contraotora •••oclaUon for permission to use county equipment to help out 
unincorporated town• that do not have the wherewlthal to help them1elve1. At the 
county level, we have 1tart1d to buy our police cars from the State surplus pool, W~ also 
buy u1ed computert. equipment. and whatever we can through thle system, When we 
replaced our 1980 vfntage snowplow truck1, It was not with new. but with 1985 model•. 
The ume can be ••fd about mower traotore and the Uke, We contJnuaUy look at way• to 
cut our Cotti Ind tax••· Ont of the bell blllt that you paeaed was the "t-:,ol Chait bllt" 
that enabltt u1 to combine elected office,. We are now In the proce11 ut Implementing 
eomt ot ttt proylllona. 
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Farm auctioneers need to be booked months In advance. Many days, there are as 
m.ny a, ~ree (3) farm auctJon• going on. Many of you have probably •••n the huge new 
auction bultdlng at Bukton. This buHdlng wa• oonatruoted so that multiple auctions could 
occur at one tJme. 

Mr. Chairman, the alze of your hometown new,paper11 green section Is testimony 
enough•• to how bad things have become. Mr. Chairman, last week you asked about 
rental rates on AG land. I wm give you the most recent e,cample of tand looated within a 
mUe of my home farm. Last year, land that had previously rented for $70.00 was down to 
$25.00 pet acre. Thi• year that land la not rented. 

Four thlnge come w my Ot;i.tnty each spring, They are FLOODS, FEMA, FLOWERS, and 
FORECLOSURES (80 some already thla year), Unfortunately, only one of them can be 
appreciated. 

After I te1tJfled la1t Tuesday, twas reminded by a friend of mine about how this 
People'• House Leader. 35 years ago, would handle situations llke we are ourrently 
e)Cperienclng. He ba1lcally told the members that, although they might not slow the train 
down, they could move the people off the orosalng and out of harm's way, I think that 
advice needs to be followed again, 

Govemment'a ulUmate reaponslblllty fs to protect the fives and property of Its cltl~ent, 
Unless we g"t this t,a)C structure f~,ced, I am afraid we wm fall at both. Every time I 
personally vote on ta,ce1, I think about the John Marshall saying, "that the power to t.,c 
Involve a the power to destroy. M The production engine that drives our state's economy 
must be preserved for It to dramatically grow, 

Thank you. 

2 
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For iDany ~ prior ~ l.3S4 the property t.az burden in Michigan, compared with the averap 
property ta% burden in the United States, had been am.ong the highest in the nation. or the 
annual propeny taz le~. approximately 67% had been \aed by school• for achool opentions. 
The heavy reliance on local property taxes to fund K-12 education. coupled with inequities 1n 
levels of per•pupil fundine amon& school diatricta, resulted in numeroua unaucceaaful attempta 
to reform the system. In August 1993 the Lepslature and the Governor t.ook deciaive ac~ioc 
by enacting Public Act 1~. •hich eliminated local property tuea u a aource of K-12 and 
intermediate ac:hool diatrict <ISD> achool operatini fundini beeinning in the 1994-95 school 
fiacaJ year. Because thia action eliminated approximately 64CI, of the Sl0.2 billion total funding 
for scboola statewide. it became neceNazy for the State to adopt a aew system to fuad the 
schools. In the following months the LegiJJlature debated aeveral p~opo■al• to reatruc:tu~ K-12 I 
ft~cea .. reaulting in the December 24th pasaaee of a comprehensive package. _ l 
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My name is Gerald Uglem. I farm in the southwest comer of Gra11d Forks 

County; outside of the Red River VaJley. My wife and I fann about 2000 acres . 

I own 2 quarters of land and my children own 3 quarters of land. The rest is 

rented land. However I pay the real-estate taxes on tht rented )and through my rent 

payments. At The present timeJ taxes in our township vary from $500 to $1000 per 

\t· quarter. 57.3% of the real-estate tax is school tax or $286.50 to $573. The tota1 
;•: 
·,· 

school tax paid on the land I fatm would be about $5370. I believe this is an unfair 

tax burden on my farming operation. 

When our system of real-estate tax funding of education was established, a 

high percentage of our states residerjtR lived on subsistence fanns. They had Hille or 

no incunte to pay tax on. Thus real est~te tax funding of education was the only way 

for everyone to pay their fair share toward education. That is not the world we live 

in todayr r r Many farmers today are experiencing serious financial problems. and 

they are no longer a high percentage of our population. 

The fair way to fund education today would be for everyone who earns a 

income and everyone who spends money on consumer goods to contribute to 

education. House BiU 1432 is a big step toward bringing funding of eduoation into 

the 21 • Century. It may also be a good start toward solving our problem of lov, 

teacher saJaries, and equality in funding between sc,hool districts. 

. . 
' •• I •,, ; , I 
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My name is Robert Deutsch. I live in Northwood, North Dakota. I am not a 

farmer, but have worked with North Dakota fanners for the last 24 years as a. soil scientist 

and crop consultant. I strongly feel that the property tax burden paid by North Dakotan' s. 

especiaUy farmers, towards education is not fair. 

I recently spent some time reviewing the average property tax burden paid on 

agricultural property in North Dakota. My source for the following information is 

the year 2000 edition of North Dakota Ag. Statistics. In 1991 there were 26,900 

farmers in North Dakota with sales of$10,000 or more. By 1999 there were 22,100 

farmers left in North Dakota with sales of $10,000 or more. In this time frame the 

average per acre tax on agricultural land went from $2.74 an acre to $3.72 an acre. 

The property taxes paid on agricultural land have increased from an average of 

$3,966 per farm in 1991 to $6,048 per fann in 1999. 

We are placing an unfair tax burden on a sector of our economy that is not 

healthy. By shift the education tax burden to a sales tax and or an income tax at 

least the taxpayer has the resources to pay the tax. The co1Telation between real 

estate ownership and income (the ability to pay taxes) is not as strong as it was a 

hundred years ago. The fair way to fund education in North Dakota would be tax 

individuals that have the resources to pay taxes. An increase in either the sales tax 

and/or the income tax would seem to fit these criteria. Placing an ever-increasing 

tax burden on a declining farm population that is suffering financially does not 

, make common sense. 
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1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

Property.Taxes 
on Ag. Land 

110,800,000 
113,700,000 
117,600,000 
121,700,000 
128,700,000 
136,200,000 
141,700.000 
146,800.000 
1461700,000 

Acres of Property 
Land in Tax per 
Farms Acre 

40,400,000 $2-74 
40,400,000 $2.81 
40,300,000 $2.92 
40,200,000 $3.03 
39,900,000 ·$3.23 
39,900,000 $3.41 
39,700,000 $3.57 
39,500,000 $3.72 
39,400,000 $3.72 

Source: North Dakota Agricultural Statistics (2000) 

Acres of Farm 
Land with 

{Sales>$10,000) 

1,500,000 
1,000,000 
3,100,000 
3,S~0,000 
3.300,,000 
3,400,000 
3,500,000 
3,400,000 
3,500,000 

Acres of Farm 
Land with 

(Sales>S10,000) 

38,900,000 
39,400,000 
37,200,000 
36,900,000 
36,600,000 
36,500,000 
36,200,000 
36,100,000 
35t900,000 



~,::-:;~-~.:;'-!t~ -1",-,.,-~ _ "--~-~~-=--~---~~~~~~~-.-. -.-. -"'.;:::.. - - . -•."·· ... "'P:c:._: "'"'"' ><-<o ··. · · .. ·. · ·. '"' y ~ """'· · .~ ,~~ .. ·'"""" -~ -~"'~~""''~~~-':-~s:°f;~;' 

-:••~ ~-Aaes of 
North Dakota Farms 

{SaJcps10,0001 

1446 $ 
1433 $ 
1414 $ 
1419 $ 
1419 $ 
1484 $ 
1574 $ 
1583 $ 
1624 $ -

Property Taxes 
on Ag Land 

(Sales>$10,000) 

106,686, 139 
110,885,644 
108,553,846 
111,709,701 
118,055,639 
124:593,985 
129s207,557 
134,164,051 
133r668,274 

Numberof 
ND Farms 

(Sales>l101000} 

26,900 $ 
27,500 $ 
26,300 $ 
26,000 $ 
25,800 $ 
24,600 $ 
23.000 $ 
22,800 $ 
22.100 $ 

Property Taxes 
per Farm 

(Sales>$10,000) 

3,966 
4,032 
4.128 
4,297 
4,576 
5,065 
5,618 
5,884 
6,048 

• 
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Randy Uglem (House Bill 1432) 

I fann a.,ound 4000 acres with my dad, brother, and sister in Orand Forks 

country. I am a beginning f anner with interest in two quarters of land, 

which have taxes that are $835.34 (61.79% for education) to $1408.76 

(59.8% for education). School land tax affects our whole operation greatl 

in our land we own and through higher rents on the land we rent. 

This tax system was set up in a much different economical time in our state. 

North Druc:ota was mostly agricultural back then and the land tax supported 

education made sense. Times have changed since then, and I believe our tax 

system should change to encompass these differences. Fanners are paying 

for an unfair percentage of our education, during a time when they are 

struggling to survive in the world market. 

Education is an essential part of our society and it's funding should not be 

taken lightly. It is time that everyone paid their fair share for education . 

. I do not think the increase in sales tax is a good solution for making up for 

lost funding. I would rather see a little more of an increase in the income tax 

and leave out the sales tax increase in this bill. I am in favor of the 

fundamentals of House Bill 1432 and hope that the land tax funded 

education is eliminated. 



1tN Tu ColllOtlOM ~ '"'" Md Noft.f'lf'ffl 
Md ldMlted OM-YMr lffllOt of HI 14'1 
(llltd Oft ,ortONtld RMtftUII 01.0J lltnnlum) 

Individual lncomt TIXN 

Farmer• & Ranchtre 
AU Other, Income Source, 

Total 

Property Ta>eff 

Ag Property 
All Other Claeslflcatlons 

Total 

Sal•• and Motor Vehicle Tax,, 

Farm Machinery 
All Other 

Total 

Net One Year Change HB 1432 

Tax Year 1ffl 
Aotual Oolltotlont 

$ 16,020,816 
1101032, 1ei 

188,063,608 

1461637.400 
339,656,864 

486,194,264 

8,142,710 
385, 775,85!, 

393,918,565 

Prepared by: Offict of Ta,c Comml11lon1r 
Kathryn L, Strombeck 
217/01 
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8,81% 
91,39% 

100,00% 

100,00% 

2,07% 
97.83% 

100,00% 

.) 

PortcHttd 
OM•Y•ar Impact 

of HI 1432 

$ 6,166,786 
65,343,23~ 

'/1,600,000 100,()1.)% 

(84,990,960) 36.00% 
. (151,095,040) 6,i,00°/o 

(236,086,000) 100,00% 

8,143,000 
1591157,000 

4.87% 
95.13% 

100.00¾ 
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·~ ..... ol How HB 1311 
tlayMfeetH~Tapayws 

.20CJ0Fedefal Saas: 
. P.,....&emption: 
···Slandard Deduction - MF J 
Slandanl Deduction - Single 
HB 139& Deduction - MFJ 

· H813W Deduction - Single 

: .,,,,.,Joint-z chlJdtt.a: 

.Income 
Pem>nal Exemptions 
Standard Deduction 
Federal Taxable Income 
Federal Tax 
37-STax 
HB 1399Tax 

Difference 

Sl!JPl••NoDte,ndtnts: 

Income 
Persoaat Exemptions 
S1andard Deduction 
Federal Taxable Income 
Federal Tax 
37-STax 
HB1399Tax 

Difference 

Approximate Number of 
Taxpayers in Category 

Approximate Tax Liabilities 
in Category - Current Law 

• 

2.800 
7,350 Note: Only 15% of NO la>cpayafs itemize deductions 
4,400 Therefore. the standard deduction is used in these examples 
8,000 
4,000 

20,000 -40,000 50,000 60,000 70,000 80.000 
(11,200) (11.2(}0) (11,200) (11,200) (11.200) (11.200) 

(7,350) (7,350) {7,350) (7.350) (7.350) {7.350) 
1.4'50 21,450 31,450 41,450 51."'50 61.450 

219 3,221 4.721 6,221 8.713 11.513 
31 451 661 871 1.220 1.612 

404 704 1,004 1,304 1.604 

(31) (47) 43 133 84 {8) 

10.000 20.000 25,000 30.000 35.000 ~.000 
(2.800) (2.800) (2,800) {2.800) (2.800) (2.800) 
{4.4'00) (4,400) (4,400) (4.-400) {4,400) (4.400) 
2.800 12.800 17.800 22.800 27.800 32.800 

-122 1,924 2.674 3,42◄ ◄.379 5.779 
59 269 374 479 613 809 

264 414 564 71~ 864 

{59) (5) 40 85 101 55 

108,000 148.000 

$8_6 million $104-3 million 

• 

100.000 2.SD.000 SJUDO 
{11..200) {11.200) <1UDOI 

(7.350) (7.351 (1.3!511 
81.4'50 231.450 -481.450 
17.113 86.,311 
2.396 9.2112 22.: ■5 
2.204 6.104 14.204 

(192) (2.518) (UIS2J 

50.000 125,.000 29).000 
(2.800} '2.IOOt (2.IIOOJ 
(4.~ (4.400) f4.4CJII 

.Q.800 117.800 :.MUOO 
8.579 31.S 75.-459 
1.201 ... 10.5M 
1;164 3.414 7.184 

(37} (954) (3.4Q 

42..000 

$69.6 million 

• 
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0# INtrdon 

' 14,42.014 k,218,101 ◄,11% ....., 2e,ee1,e11 1'7,172,041 •33.79% 

nl:HYI .s,:1:,~ 32.07% 
1 11,70% 

$223,017,NZ M10,721,~ 83,79,. 

,321, 133, 103 $M1,M0,107 4,03% 

Tren,port,#on, Communlo,tlon 
,ndPubl/oUtJli#t, 
.,,.,,,111 l'IIMD n M9,274,9&4 $24,944',a.4 ◄8,38,. 
~ 27t5,eel,-4el 30:,,eee,eoe 10.20% 
e..to,Gellltfllllry..,.._ 191oal1I ' 1fl1l1ffl 

,1.5$% 
OTAL n 12 I p I I 0.19% 

~AKwtMTl'ldf 
Finn~ & Flffl'I Atpw Pn -~1,081,033 $k4,22e,25,1J 0,92% 
...... WholHl6t Trade - e321ffl1I 983168e1079 6,-48% 

OTAL $1,273, t $1,327,812,3" 4,2e% 

tflTrtdt 
luMdlne M,'1ir1161, ........ 0., 
OtRNnSuppty&Mo&llltHomtDMlttt $476,161,388 $497,218,854 4.&4% 
Getwtll~8tcnl 803,319,&ee 823,0■48,039 2,4e% ,ooc1--.. 192,063,7&8 192,488,110 -0.09% 
~DMlltt & GM~ 81rione 368, &a7, .. 17 387,44,028 6,01% 
~&MON~Sk,,M 180,857,879 203,527,641 12,63% 
F\mlt\n, Homt Furn61hin91 & E(lijlpmlnt Stc>Ne 261,917,921 269,992,730 3,21% 
EMlng&DrinkinQPt,oN 696,314,737 608,868,669 2.11% 
MilollllOIM ftttlM 81oNI 61813941018 
OTAl $3,387,698,497 

6481379,236 6,40% 
$3,1519,0CM,906 3.88% 

StM<:t, 
HoMAI, McMII, Rooming Houeet, OlfflPI 
tindOdwLodgingPltcM $138,202,016 $142,922,936 3.42% 

PWIOt'lll81Nic11 '43,170,362 40,508.048 -6,17% 
~ ..... 177,388,386 181,251,731 2.18% 
RepeirlwCN 1◄2.810,116 142,007.196 -0.50% 
EniN1111ffltl'lt..,... 112.054,e99 113,601,338 1.38% 
Hlliia.rvlctl 30.874,307 32,748,413 6.07% 
......... 0.-U-mtiolll 

. 10.029,093 10.388,220 3.81% ,.......~ 713581050 818131878 33.41% 
OTAL . $661,801,987 $673,331,758 1.73% 

$52,569.926 $46,492,709 -13.46% 

N,479,114,112 $1,813,117,111 1,13% 

;•. 

t> ' TE: Cleufflc:ation by lndultry II beMCI on 1987 standard lndultrllJ Cllutftcation Manual. 
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'TAXCoMlltlltONM 

~ l'-lo~ 
st~r, 7/J.+ ~I 

North Dakota 
Office of State Tax Commissioner 

~ALES AND USE TAX RIQUIREMEN1"S 

____ .._ ____ Sales and Use Tax Guldelfne 

In order to promoce a boner undersundln1 of tho North Dakotl salea and use tiu law,, the Office of Sta&o Tax Comml11Jonor 
provide• the followlna 1enoral Information, Special auldoUno, for certain cypo1 of bu1lne1101 alao are available and may 
be otx.ned by cont.cdns the Sate, Tax Compllance Secdor, of the Office of State Tax Comml11loner or by vlewlns the 
auldoUne1 on our web 1l&o on the lntomet, ............... 
Sale• tax 11 paid by the purchuer and coll04.i~ b)' the retailer, 

I 

Sales tax 11 levied at the fc ·tlowln1 rate1: 
• I~ pen:,ent on the irosa receipts from retaJI sale. of""' farm machinery, ,.,w """"'"'farm machinery repaJr parts 

and '""' lrrlsatlon equ,pmont, 
• 2 percent en the 4ro11 receipt• from rotail ,ate, of natural aaa, 
• 3 percent on tM 1ro11 retelpts from retail 4alos of 11,w farm machinery, ,.,.., Irrigation equipment used oxcluaively 

for aarkultunl purpose• and 11Jo• of 11,w mobUe homes. 
• 7 percent on the sross receipts from retail sales of alcoholic beverages sold for consumption either on or oft' the 

premises, 
• 5 percent on the gross receipts from all other taxable retail sales of tangible personaJ property and services, 

Pennlts and Repdrifna 
Any business or institution making taxable rotaU sales of tangible personal property or servi~es is required to hold a 
North Dakota sales and use tax permit, An appJlcation to obtain a permf t must be submitted t,o the Sales Tax Compliance 
Se<:tlon of tho Office of State Tax Commissioner, When a business or institution has a permit, a sales and uso tax return 
is sent to the taxpayer each calendar quarter (or each assigned reporting period) to report an<11 remit the sales and use 
tax, r,.,,, r,turn, mu,t b, /U1d ,ach p1rlod wh,th,r l4X Is du, or not. If no tax Is due, the return must be filed 
JndfcatJns that no taxable sales or reportable purchases were made for that period. If the return is not flied, the Sales Tax 
Compliance Section will notify the permit holder that the return is delinquent and that a penalty ls due, 

Sales tax applies to sales of tangible personal property and certain services to a final user and consumer, Use tax is 
complimentary to saleo tax and is imposed on the uset storage or consumption of tangible personal p" 'Operty in this state 
unless the goods already have been subj~ted to sales tax, 

If a business or f nstitudon purchases materials, supplfes or equipment for resale. the business or. institution should not 
pay the tax to the supplier, Instead, the business or institution should coll~ct tax from the customer when the item Is sold 
and remit the tax to the Office of State Tax Commissioner, 

If a business or instftutfon purchases materials, supplies or equipment for use in Jts business, the business or institution is 
fCC:1Uired to pay sales tax to the supplier of these items. If the supplier does not hold a North Dakota sales and use tu 
permit, the tax shouJd not be remjtted to the suppHer, but should be remitted as a use tax. directly to the Office of State Tax 
ConunJ1$ioner . 

·•-( . .... 
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FIJI' ro1um• Olod laco, a minimum pt,nalt)' of 5 J)'tr(!onl of tho tux 41uo or $,.oo, whichever 111 »n•1oor, will ho ,uJded lo,~ 1u 
duo for ttM, nna month tho t'C1lUm I» laio, plu1 J purc.:ent ln1eresl for each month or rrucUon of a month thcm,ufler. Mul1lplc 
dellnquonott1 wUI ro•ult fn tho fo1Jowln1 lncreaKed pc,nu)ty assoHment~: 

NuMbtr of DeHlqutMNI# 
Monthly P.etuma Non•Mon1hly Return, 

1•6 1·3 
7•14 4·R 

1, or more 9 or mc)n, 

ReWI SIIN-SIIN For Ra•le 

Penalty 
Oreacer of 

5% of tu due or $5 
W% of tu duo or s2, 

15% of tux duo or $ IOO 

A 0 rotllt sale" la ,.,_ salo of tanslble pononal proport~ to a pcrion who ls the, nnal user and consumer of lh" gofKJs. The 
11eller or 1uppller In thl1 ,n,tan,;:o 11 required to collect ,u,les tax on the ulo to tho nnal user, 

A 111alo for resale",~ mado whon a dealer or 1'Uppllor sells to anot~r bonu Odo retaUer for reBMlo, Tho ~Iler or supplier Is 
not required IO collect sales tH from lho lndlvlJual or company mllklna the purchase (or rosule provided tho 110Uor obtulnH 
• 1l1nod cerdftcate of re11le from the purchaser. 

It a ponon 1ubmltt a fal&e ~rtlfkia'° of roaalo to a sol1er, tho person submlttf na the f,\lso certificate Is llubfe for uny t11x und 
penaltlo1 whJoh may become duo. Cortlfloate1 of resale should bo obtnined from reuillera at least overy two ye1us, 

Tho followln1 certlfloa&o of resale j• prescribed by the State Tux Commissioner: 

CERTIFICATE OF RESALE 

I hereby conJfy that t hold North Dakota Sales and URC Ta" Permit Number ______ , I am enaagcd In tho 
buslnc,11 of selllna, leuln1 or rcntln1 _________ , nnd that tho tangible personal proPfr1Y purchased 
from _______ fs purchued by mo for resale. .) 

I turther eert1fJ that I wlU report and remit an)' sales or use tax and any penaltlet whkh become due as a result or 
purdlMel _. from the above seller which are used or coruumed by me. 

Business Name Business Address 

Autboriz.ed Slpatun, Date 

Tis,., c,r'4/kot,1 ar, not to 1H ""' to tit, OJ/le, of Stat, 1iu Commissioner, but must be retained in the suppller's files 
to substantiate sales clahned aa sales for resale. 

Purc"-5 Subject to Use 'lax 
Individuals and busim,sses that purchase supplies and equipment for use in running a busin~ss or for personal use must 
pay a sales or use tax on these purchases, based on the cost of the Items being purchased, If these items are purchased 
from a firm that does not collect North Dakota sales tax, the purchaser must report the purchase on IJne 4 of the sales and 
use tax return wid pay a USe tax on the purchase price. Examples of taxable purchases include office supplies, office 
equipment, samples, fixtul\ '.I, display cases, maintenance items, cleaning supplies, delivery equipment, special lnstallatlon 
tools and equipment, etc, 

. 
Rentals of Taa&ible P,rsonal Property 
The term 0 sale" also Includes the lea.sing or renting of tilngible personal property leased or rented for t1na1 use or consumption 
within this state, However, ft does not include motor vehicles licensed by the North Dakota Motor Vehicle Registrar 
because Yehiclcs are subject to the motor vehi~le excise tax imposed by North Dakota Century Code ch. 57 .. 40,J, j 
DeU,er, To OUt-<>f-sa.te aesklents 

· DeJivory to a custo..- out"°f•atate c:o_nstitutes .• n1e· ln interstate commerce and is not a taxable sale in North Dakota. For 
· cx~1e; if a• re(ailer in North Dakota sells merchandise to an out--of-stfltc resident and. as a condition of the sale, agrees 

,,·, 'l\ :' 
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co <Jotlvc.ir 1tw nu.,rcrn.ndlllO or to hnvc, the nterchim4JIHe doUverecJ tu tho cui.fon~r ut" polnc Jn unoltwr ,muo, North OMkotu 
NUloJf tax doH noc uppJy, Howowr, tht1 North Dakota rotuUcr m11y he obll~utocJ lo coUect and romlt thu 1ux for 100 st'Jte lnto 
whklh tho rctuU-,r dollvorH If the retuUor'1111ettvhlcH In that ,oate ure ,mfflchmt to obUtUU" tho retullc,,r 10 thul fllUUc's '"" law, 

On 1u1Jo1 ,,, uul•of•sUato realdentH, n>ti,,114'r~ mu"t ho certwln lhut their record~ cunlaln proof ot' dollv"l}'t 11uch as truck 
re.:o,dt1, ~111 of htdln1, statement hy the 1.:u11tonler, ct~. Thctk' concJltlonH 11pply to "'4,llvcrlci. Into ,my 11uuo or Canadian 

, province. 

f>ellver1 Chirp, Tluble 
AR u normul p•rt or their bu11lnoKK, muny rctulhm, 1aro require~ to dcsllvcr the itu,ns tht1y ,u.,tl to the cu~tomer, If there Is ll 
'1eUvcry ~haraic to tho cuRtomor, the 11ules tuK mu1u bo chirged on trn, tot11I ~llln» prlco, lncludlnti ,my churses for dellvcr~ 
or Htup, 

For ,x..,,,: A fumhu" ro111ilcr KOii~ a bedroom sol to II cu11tomor llvlna In anochor clcy, The rctuilor usreuw 10 deliver lhe 
now bedroom Mt and aot 11 up tn the, customor's home for $25 over und ubove the 11srced aellln11 price of the fumifuro, The 
$25 ch1u11e Is 11ubjeot to hies ta• oven If It IH hUl,:d isc,parately co the cuscomor, The propor blllln1 would bt, as t'ollowli: 

Now bedroom sot'""""""'"'"""'""""'"'"' .S60(),00 
l>ellvery oha,ae .......................................... u .. 2,,()() 
LeH trltde•ln of u11ed bodroo1n 1tet ............ LlOQ,QQl 
Tl>tal ...... ,.,,,,,, .. ,.,., ... ,,,,,,.,,,.,,. ........ ,,,.,,.,,,,., $525.00 
5~ ''" fUUfJIIIIUIUltUtlllllUlfltttlUilUUflt•tlttllUIII $26.25 

Sahl to N01p.roCU Orpnludo111 Are Taxable 
Tho 1rosa receipts from ,ales of tanalhlo porsonal property to nonprofit orsunliutlons for their own use ure subje-'Jt to 
sulos ta", Such or1anliatlon1 lncl~\fe Boy ScoutR, Olrl Scouts, f7.P.A., Chambcr11 of Commerce, LlonK Clubs and other 
civic orsanJzadons, 1$ well a, churches w,d roll1Jous groups. 

Sala to Raklent, ot Montana 
North Dakota sales tax law contahls An exemption for rusl/Jents of Monuma from payln3 sales ta" when purchaslna 
tan1ible porsonal property within Nonh Dakota. A resident of Montnna can take delivery of tansiblc personal property in 
North Dakota ond con purchlllO this property without puyins the North Dakota sales tax provl~d the followlns condhlons 
uro met: 

I. The sale hi In eJtceas of $50,00. 
2, The personal property will bo taken out of the state of Nonh Dakota u11d used exclusively outside this state. 
3. The, reMident of Montana ls ln North Dakota to mukc a specific purchase and not u II tourist. 
4. The resident of Montana must slsn a certtncate of purchase form certifying Montana residency and that the 

goods will be used outside of North Dakota. 

The prescribed certlficute of purchase for use in making sulet1 to Montunn residents muy be obtained from the Office of 
State Tux Comr.:lbsloner. 

Ooods purchased by Montano residents must be taken from North Dakotu and used entirely outside this stato in order to 
qunllfy for the exemption. Accordingly, tux must be paid on lodging accommodutions, meals, entertainment and similar 
goods and services which are consumed In this state. 

Sales to Canadian Residents 
Sales to residents of Cunn(.lu are not exempt from North Dakota sale~ tux. however, in some cases the Canadian buyer may 
obtain u refund of North Dakota sales tax paid, 

The refund is available under the following conditions: 
I. The Canadian resident must be In North Dakotu to make a purchase and not as a tourist or temporary 

resident. 
2, The goods must be removed from North Dakota within 30 dayi; of purchase and permanently used outsjde of 

North Dakota. 
3, The Canadian resident must apply for a refund to the Tax Commissioner on a form prescribed by the Tax 

Commissioner, Refund forms may be obtained from the Tux Commissioner's office or off our web site. 
4, The qualifying purchases (each invoke) must equal or exceed twcmty-five dollars before sales tax, 
S. · 1be refund must be .fifteen dollars. or more. To reach the fifteen do Har limit. qualifying IXJlrchuses may be 

·accumulated f~ a period not to exceed one calendar year. 
, r,1_ , 1, 



0oodl pun,hued by CIMdtan rt1ldenu must bCI taken nut or North Dakota and used entlroly outside thl• •••to In ordor ror 
the refund to bo allowed. Accordlnsly, tu paid on lodJlna ~commodatlon1, meals, cntonalnnwnt, ot", la not aubj"I 10 1,,.-. 
refund ,Ince thoao purchuoa are uaod In North Dakota, , 

Sllel to COll&radon 
Nonh Dakot111ale1 and uae tax law ro1ard1 any c:ontr~tor who lrn:orporatos tanslble per,mmtl property Into real propeny 
H tho final usor and conaumer or tho property, AR 1a finul ui.er and consumer, the contrucior Is Uahlc for 11alo11 or uso tax on 
the purohuo price uf that property. 

tr a contractor fumhihes the so lier of construction murerJals with a completed contrlK:t:>r cerd Ocalu containlns the contractor 'i. 
Uconao number asst11nod under the provlslonH of N,D.C,C, ch, 43-07 and trn, <.:on1rnctor1s sales and uso tax number 
a11tl9ned by th" Stato 'Ii" C<>mmh1sloner, the ~llor hi not required to collect ta.11 on tho sulc: Any contructor fumlshing 
1uch a ,;ortlt'ic"to must ropon thoso purohasoli on tho sales and use tux return for th" reporting porloo In which lho 
purchue11ro made and pay tho tax to the Office, of S1a10 Tu" Commissioner whh that r"turn. Reporting the purchases und 
payins the tax on a completed Job bula Is not pcrmiued, 

The followlns t(>natitutoa tho Contractor's Certlfkato as prescribt,d by tho State Tux Commh,sioner: 

CONTRACTOR'S CERTIFICATE 

J, lhe undonlaned, am a conttruction contractor holdlna North Dakota ContrM:tor's License No, ____ Issued by 
lhe North Dakota Sooretary of State and North Dakota sales and uso tax account number asalaned to 
mo by tho North Dakota Tax Comml11loner, 

I certify that u a con,trucdon contractor, r wm report and remit uny sales or use tax due directly to tho Office of the North 
Dakota St11to Tu Commlssh:,ner M a result of purchases made by me from ___________ (Seiter) 

Dated thl1 ___ d1y of _______ 1 19_ at ______________ _ 

(Contractor) (Address) 

If a contractor or subcontractor also Is cnaased In retail trade and part or all of the machinery, equipment, material or 
supplies used In oarrylng out a construction contract are taken from stock that was purchased for resale, the contractor 
must pay a use tu on his cost of tM materials, Tho purchase price or value of the machinery, equipment, materials or 
supplies used or consumed ln carrying out the construction contract must be reported on Line 4 of tho sales and use ta" 
return, 

Local Sales and Use 1u 
In addition to state sales and use taxes, various cities and counties also Impose local option sales and use taxes, Most 
locations that impose a local option sales tax also lmpo~ a loc1d option use tax, with the exception of Cass County and the 
cftfes of Cando, Hettinger, Regent and Richardton, These locations impose a sales ta,i only, See the Local Option 
Ouidellne by Location for detaJJs about Jocal option sales and use taxes, 

Because Cass County, Cando, Hettinger, Regent and Richardton do not Impose a local option use tax, a business must be 
located within these chics and counties to be affected by the local taxes, However, for locations that impose a use tax, 
businesses not located within the chy or county may be required to collect the local option tax. if they maintain an office 
or warehouse in that location, have any employees or representatives working or stationed In that location, deliver goods 
into the city or county in company owned delivery vehicles or have some other type of presence within the location, 

Although local option taxes are imposed locally, the Office of State Tax Commissioner administers the taxes. Please 
con*t the Office of State Tax Commissioner for additional information regarding the local taxes which may affect you. 

Sales and Special Taxes DlvJslon -600 Bast Boulevard Ave, - lUsmarck, ND 58505-0S99 
Phone (701 )328-3470 or toll free within Nonh Dakota l-800-638-2901 1 option 4 

Hwins/apeech impaired TJ'Y u~"fS may call us through Relay North Dakota at 1-800-366-6888 
(ukfor 1-800-638-2901, optioa ,4 or t-701-328-3470) 

' Internet address: httpl~ww.state.nd.Ulltn~ 
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EXEMPTIONS 

Prepared By 
OFFICE OF 

STATE TAX COMMISSIONER 
RICK CLAVIURQH 
COMMIIIIONIR 

APRIL1997 

' EXEMPTIONS 

I, EmdNA wbJc:b an E11mpt fmm S ... lll 
A. '"9crlpdoa Drvpa The posa NCOlpU from Nlet of dna,a whkih are aold under a doctor'• prescription for human con1umpdon 
or use are not aubJoct «> North Dako«a tales tax. Medlcinos which can bo purchased without • pro1eriptJon are 1ubject to North 
Dakota Illes tax, (The Nie or rental of modloal equlprnont la aenoral'y ~•blot evon If proscribed by a doctor unleH exempted 
by a 1peclflo Illa CU 1tatuce,) 

J. 0.,, ... •• Aae,tlMlla G1H11 The poss receipts from the ules of oxysen to any person for medical purposes are exempt 
Jf ,old under a doctor's pro,cripdon, Salea of anesthella sues to hospitals, oUnk.11, and slmllar ln1t1tutlon1 are al10 exempt 1lnce 
thoM,.... art admlnliteted under the order of a doc&or, Salea or rontala of supplies and eqwpmont nec:euary for the admln.latration 
of o•yaen or anathella ,..., are subject to North Dakota IIJel taX unleas made to orsuuzatJ0111 wh.lQh are exempt from 51Jes 
tndUN&u, · 

C, N...,.pen • Ne'Wlpliat ud Prtaten lllks The aross receipts from sales of uowapapen are exempt from North Dakota 
sales tax, Newsprint and printon Ink uted In the pubUcatJon of a newspaper are also e~cmpt from sales tax when purchased by the 

. ntwtptpW pubUlher, 

D. c ... rdll Fer1illltr1 The ,ross l'f«llpts from the ulo of commercial fertUlzen are exempt from North DakotA sale• tax 
when 10ld to a farmer, to a rancher or to a commercial vesetable garden power. Sales of commerclal fertilizer for lawftl, for 
landactpln1 or for a householder'11arden are subject to aalea tax, 

E. IJ.Ytltock aad Poultry Fttds The ~ receipts from the sale of feed for Uvestock or poultry and the sale of feed for draft 
or fur beanna animal• are not tub,Ject to North Dakota wos tax. The word feed shall include generally recoanized animal feeds 
as well u dn.111 whJch are used • part of a feed radon for ~lmaJ health purposos. 

Doa food. cat food, bird seed, fish food and other foods nonnally sold as pet foods are not livestock feed and are subject to North 
Dakota ... tax, 

r. Seedl for Plutlllaa The poss receipts from sales of seedst roots, bulbs and small plants to wen or consumers for plantina 
or tramplantln1 commercial ve1etable aardena or for agricultural purposes an, not •ubject to sales tax, Sales of flower seeds, 
veaetabte prden aeedt u welt as roots, bulbs and small plants to householders for personal gardens an, subject to North Dakota 
saie.tax. 

G. r.,apeWM, Hemlcldel ud lnlecdddels The gross lffl'ipts from sales of fungicides, seed treatments, inoculants, fumigants, 
berbiddet, wecticides, and chemicals used to protect or preserve agricultural crops are cxt:mpt from North Dakota sales and use 
tu wbal sold tocommermal tppUCltOrs or apicultural or commercial vegetable producen, Adjuvants necessary for the appllcatlon 
of exempt cbemlcal1 are abo exempt from tax. 

B._ O• ml• ud CGallntlW. .,_.s Gross receipts from the sale of 1asollne, heatina fuel, diesel fuel, propane, kerosone, 
•"- fllel. jet fuel and other a1milar combustible fuels subject to eJtber a motor fucJs or special fuels tax are not subject to \.·· ~o.a.a----·· }{i•, . . ~ . 1 



It c...,..,., The fl'ON rocelpu from ahe uJt of eoncalnen, labol1, oanon,, packJn1 cue,. wrapplnJ paper, wrapph1s &wino, 
bas•• botdflt, ahJppln1 CUO$ and ,lmllar artkllti and receptacloti aro not &ubject 10 North Dakota stler ta" provh.led 1ha1 the 
otws• fflldo for the morchandlM told lncludea the conwnor and tJUo co the contJJnor pu1e1 to tho purolwer atona with lho 
~to IOld, 

ltecelpt, '1om lho Nlo of containers, labols, canon,, packJna oaus, wrapptns papor, twJno ba11, 1tuppln1 cues and almllar 
lr1kllt• and r~lot 10ld to busJnouo, thM ronder sorvlco, such as dry oleanors, Jaundrif.t and 1JmJl11 businesses, are 11ubJect 
to Ille. c.x_, ,Jnco thoN ~,lnosu, aro tho tJnaJ uson of 1uch Items, 

J. Fo'MI and Food Product.ti Oross receipts from nlcs of food and food product& for human consumption arc Hom pt from 
Nor1h L'akota wot i,x unlcas such product& aro pw-chascd by consumers for consumptJon on or near the prcmlsos where purchased, 
Thls oxemptlon normally applies to food and food products purchased In grocery stores. It docs not IMlude candy, chewing sum. 
carbonated bevorases, fruit drinks which contain less than 70% pure fruh Juice, powdered drink mixed, coff ec, toa, cocoa 
bovor110• and mixes, and bottled water whon sold In contaJncn oflesa than ono aallon (3, 79 liters) which aro subject to sales tax. 
Receipts from coln-opor•ted vondlns machines and sales offood products ln a bar, tavern, bowling aJloy, auditorium or ball park 
aro subject to salo1 tax slnco tho products belna purchased at those places aro produots purchased for immediate consumptJQn, 

All food or food JJ(Oduots, lnoJudJna otherwlso wcabJc soft drink, and candy, purchased for human consumption with food 
coupons Jqutd by tho United States Department of A,riculturo aro exempt from tax. Quallfylns Department of Agriculture 
coupons lncJude food stamps and purchase vouchers issued by tho Women, Infant, and Children (WlC) Program, 

'Ibo oxompdon doos not lm:ludo alcohollo beverages or any mixed drinks made from alcohollo beverages nor does h Include 
medJclnos or prrparaUona which are 501d as dietary supplements or products for nonhuman consumption such as pet food or bird 
aced, 

The eKompdon does not extend to the salo of meals or other sales off ood products whJch are prepared for immecJJatc consumption 
on or near the premJses of the soJler. 

K. IIWel, e,,.,111, Tutbookl, wl Pnyerbook$t The 8fOSS r«elpts from sales of bibles, hymnals, tcxtbooks1 and prayerbooks 

( 

are oxtmpt from salea tax when mtdo to a nonprofit rellalous organization. This exemption oxtcnds to churohes and nonprofit (. 
lfOUJ)$ within the church as well as other reUglous oraanlzatJons as Ions as they arc nonprofit. It docs not apply to lndlvJdual 
cl«Jy or other lndivkhaal purchasers of these same items. 

L ArtHldall Meclbt Dtvlctl • lncllvtduaUy Desipeds The gross receipts from sales of ardflclal m~lcal devices lndl vi dually 
desisned, constructed, or altered solely for the uso of a partloular crippled person so as to become a bracc1 support, supplement, 
correcdon, « subsdtutc for tho bodily structure, lncludlns the extremJtJcs of the lndMduaJ, are cxen 1pt from sales tax. This same 
provJ1lon of law oxempu artJficlal Umbs, irtlflclal eyes, hearing aJds and other equipment worn as a correction or substJtutc for 
any functJonJng portion of the body. Jt altJ exempts artificial teeth when sold by a dentist, eyeglasses when prescribed or 
doslaned by an ophthahnoloslst, physician, oculist. or optometrist for the personal use of the owner or purctwer and crutches 
and wheelchairs for the use of Invalids and crippled persons. 

M. Coah Coal mined ln North Dakota which has ht.en subjected to North Dakota coal severance tax ls exempt form &ales tax. 
Coal sold for heat.Ins Is not subject to coal severance tax; therefore, sale of coaJ for heating purposes are subject to salei, tax when 
sold 5n Ibis stile, Coal used for proceaslna agricultural products fs exempt from both coal severance tax and state sales taX, Salos 
of beneficial coaJ are also exempt from tax. 

N. Electricity: The gross receipts from sales of electricity are cxem,pt from wes tax, 

o. Money1 The gross receipts from the we of domestic or fortlgn legal tend,-r coins and currency are exempt from North 
Dakota sales tax. 

P. Water: Sales of water, including bottled water in containers of one gallon (3. 79 liters) or more, or ice for commercial, 
industrial, or household use are exempt from sales and use tax. Sates of carbonated water, soda water, and other bottled water 
sold in cont.aJncrs of less than one gallon (3.79 titers) arc subject to North Dakota sa-les and use tax. 

· : Q: Vud MobUe Homa: Used mobHe homes are not subject to North Dakota sales tax. Because of thl~ exemption, "° trade-in \ k:::,;~· aJJowance may be made for a used mobile home traded In on a new mobile home, •.•. 

(·. -~. · R. M11~ ~bscriptlons: The gross receipts from sales of magazine subscriptions are not subject to North Dakota sales 
· ,

1f:;~}·:iii __ . w.,However, magazines sold at news stands and over the counter are taxabl~, 

\, ;;,.\,J':J.-: ,~'''I /;'. I 
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I. Dlll9NMIN ll1d&'a ,,,,_... 11,,1•1 OJOll 8'Cdpc, from NIN of djabedc .uppUn and bladdo:.'dyduMdocl tuppUen 
no...,.ltolnNonbDlkc4aMINw. · 

T. A..,,..,.. a,.,,._ tor Mulfamtn or Otoeratloll ors .. or Electrktt,1 SalN of a,ricultur&I by-prodUQc, for 
• JA tho muutaoturt o, ,encndon of tteam or eltc1riolty are not 1ubject to North DakO(t Silo, tax, 

. O..y DmeN Nd S.,,U.a Salo, of OtCOmy dovJco, and ,upplloa aro oxempt from Nonh Dakota sales tu. 

v. lffw.,..., VltlCI eo Moclif>' Ardd• for u .. b7 Pb)'lkallf Dlabhcl Ptnous Equlpmont uaed to modify• motor vohJcl, 
for UM by a permanentJ)' phy1JoaJly dlQbJed penon In that ponon '• principal dwelllna, or equipment, lncJudlns manual control 
unU,, fo, 1ttaohJn1 to or modJfyJnJ motorir.ed farm lmpJomont, 11 ox,mpt from North Dakota 1&101 tax, ' 

IL Scn:h:CI Which ID Bxcma& Emm Saltl Ju 
A. Tr--,onatloa S.mct11 Tho rocolpU from tho 8110, fumJsluna or sorvlco of tran1portatJon are exempt from sales tax, 
Public ttan1porwion companJo, ,uoh " buses, traJn,, aJr lines and taxis provldJna pusenaer aervlce arci not required to collect 
and remit Illa tax on tho receipt, from thoto services, Transportatlon companlos suiih u tn10k llne1, railroad$, air frclaht, or 
rnovlna van.c aro on111ed Jn tho buslnoH of b.,,isJ)9111ns per50nal property and their oharaea for such service are not subject to 
Nlet&ax, 

Thi• oxemptJon doe• noc extend to freight and doUvery charges whJch are rendered ln conn~tJon with tbe sale of a pr(lduot. For 
further lnformadon rosardina the taxabJUty of ftclsht and dell very chars,~, please contact the Offlco State Tax Commissioner, 

•• Ho,pltal ud Nunla1 Home Servket, Tho BfOH recolptf from tho sale of services furnl5hed by any hospital, lnflnnary, 
aanltarlum, nunlna home or homo for tho •Bed to an)' patient or ocoupant are exempt from sales tax, 

C Repair Semetta Persons enaaaed in tho butlne11 of rcpalrin1, altorina, re1uorina or cleanlna wudble personal property 
which boJona~ to others aro renderin1 aervice, and tho receipts from that service are not subject' to saJe tax, A person who ls 
onpsed excl1t1lvoly In such work I• the final u,er of an property which he purchase, to be used ln the renderina of such acrvlc~ 
Md ~fore. tho sorvlct pmon ls llablo for sale, tax on such J)W'Chuea, 

' 

a penoa who I• en1a,ed in ropairin1, alterin1, reatorina or clcanJn1 tan1iblo personal property J, also engased In selling 
,tble penona1 property at retail, then that pmon mu,~ ho;d a retail ..ies tax pennJt, 

D. ............ Steamr The ,rou receJpU from furnl,hlns steam which ls used to process aaricultural producis are exempt from 
Nor,lb Dakota lalea &ax, 

m. Ot11al11doal or ImUtv&kuw which •n Bxcmpt Crom stl• Ja11 
A. Sta .. ud Lotal Faina The receipt.I from Illes of dcketa or admissions to state. county, dJstrict and locaJ fain, are exempt 
from aaJet tu durin1 fair wook, Thi• exemption does not apply to any conceasionalte or to any actlvhJes which are not directly 
and entirely controlled by the fahbolrd IIIO¢iadon or to falrboard actlvJdos conducted outside of fair week, 

•• Pm-ate ud Parodalll Scboelt~ Private and parochlaJ schools are exempt from sales tax when purchasJng Items to be uled 
exclu.iveJy ln the opmdon of their achool. Thao items include textbook,, yearbook,, school auppHoa 111d lterns purchued by 
ihe IChool for uae in olasarooml. l)'fflnuiwna, adtJedc flcldl and office,, It al$0 Jncludes hems such as office supplies, equlpme:nt, 
school tupPliel fumlshtd but not sold to students, udU&-.t service,, Janitorial supplies, buildins maintenance suppUea, around 
malntelllla ,uppJfoa and so forth. 

C. ,_. 5-oolla Public sohoob • reaa,ded u lnstnJmentalJtlea of state eovemment and u such are entirely exempt from 
North Dakoca aalea and \IN tax on all ~batet made by them, Retailers are cautioned that exempt salei to a public school must 
be talcs which • purct.ed by a school dJttrict check or warrant and may not almply be purchases by • teacher or other 
repeaentadve of the school. The purchase must be pakl for by district warrant or check to enjoy lhla exempdon. 

D. Eumpdoa for Gcmn--• 
l. Fedenl GoYel'IIIINIIU s.ies of tanaible pmonal prop::rty or the furnishing of any taxable service made directly by or to 

die United States Government or Jts agencle$, departments or Instrumentalities an, not subject to sales tax. Sales. for example, to 
a United States Post Office, a UAited States Veteran's Hospital, United States Army Eaglneets and similar agencies, are exempt. 

. 2. State 111d ioc.l Govewtr The lfOI$ recelpu from sales of tanaible personal property or for the furnishing of 
. · ·~ .-vk:cl to the State of North Dakota. or any of tD' subdivisions, departments, aaencies or insdtutions thereof are 
~y~fromaaJestax. 
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& ,...,.. C.,. alt•s The federal mtucee whlch cr.aeo federal corpo1·auon1 contain provi1k>nl whk:h hMvc been con1trucd 
by lhe Ulliltd S&Mel Supemo Cowt lO ox,mpt thoru from any lmpo11ldort of retail WOI or uw cu In connection whh their 
pu~huOI. Theao fedetal corporations include: Parm Credll ScrvJco Corporation, PcdfraJ Oopo1l1 ln,uranco Corporadon, 
CommocUI)' C,cdjc Cofporadon. Federal Homo Loan Bank.I, Amorican Nadonal Red CroM and Federal Credit Unions. 

F. Ho,plW., N .... HOIMI, httt~ Care FadllU.. lolrdlDa HOMN for Alfd ucl lallrm1 Hospitals, nursln1 
homn, Jntonnediaecl oaro faclUtJos Jlcensed by tho North DakOla Hcallh Dopartanont and boardln1 homes for the asw and lnflrm 
l~naed by Ibo SoclaJ Sorvlco Boaid of Nonh Dakota arc exomp« from Illes tax on all purchasos of aoods and aorvlccs for tho use 
or bonefll of patlonta or occupants, 

Purchases of soodt or aorvlco for rccrcadonal or promotlonal purposes arc subject to tM as aro purchases mado for any cummcrclal 
purposes other than patient or occupant care. 

G. Noaprotlt Mualc or Dr1m1tJc Arts OrganlzaUont1 The rross receipts from admissions oharsed for public performance/Ii 
bf, nonprofit muslo c>rdramatlc arts orsanizatJon are exempt whether the perfonnancc Is held in a publicly supported foclllly or 
in • prlvatoly owned facJUty, 

~.COlSDIDOliAL EXEMPTIONS 
A, Recelpq from Vendln1 Macbineas The ,ross recolpts from coin-operated amusement devices arc also su~Ject to tax, 
howev,r, tax Is duo only on oishty pe,ccnt (80%) of the sross r"clpts, 

B, lntentate Commem1 When tanslbte personal property ls sold and, as an essential part of the sale, the seller b obUgated to 
and actually docs deliver such property from a point in Norlh Dakota to the purchaser at a point in another state and If lhose goods 
are not tobc returned tothls state, the salois mado In lntcratatecommercoand is not subject to Norlh Dakota sales tax, Thls ls t,ue 
rogardlcss of whether or not tho sollcr, in transpordng tha 3oods, does so by means of hJs own employees or vchlcJes, whether he 
places tbem in possession of a common carrier or with the United States Postw Servko for doUvery outsJde this state, 

Caution: Any North Dakota retaJler wh< 1 olaJms an exemption on a sates and use tax return for sales made in interstate commerce 
must have documentation In the company books and records which wlll verify tho interstate nature of that sale. 

C. Motor Vehldel1 Receipts from the sale of any motor vch101e to be u3Cd on the streets and hlahways of North Dakota are not 
1ubje.ct to North Dakota sales tax provided that the vehicle has been subjected to the Motor V"hlclc Excise Tax, 

D. Rental of Hotel and Motet Accommoci,adoa,1 Hotel, motel, and tourist court accommodations occupied by the same 
individual or lndlvlduaJs for residential housins for periods of thlrty or more consecutive days arc exempt from tax. 

E. Reatal of M•u. Hom•• Leasfl or rental receipts from leasJns or renting mobile homes for residential purposes Is exempt 
under North Dakota saJes and use tax law. Leases or rentals of mobile homes which are used for offices or purposes other than 
residential housing are taxable sates. 

F. FIim Rentals The lease or rental of motim, picture film Is not subject to sales tax provided that tM film ls lo be exhibited and 
provided that tJckcts or admissions are charged to the exh.lbitJon of the film. The tickets and admissions are subject to sales tax: 
therefore, tho leuo of the film ls e1tempt. 

G. Cuui Saha: Sales made by those who arc not engaged in the business of seJUng at retaJl, that Is, tho occasional or casual 
sales made by an Individual, are not subject to North Dakota sales tax. 

H. Salel lor Pn,c,e•laa or Reale, Tan,glble personal property is exempt from sales tax when sold for processing, Thls e,tempdon 
applies only when it ls Intended that such property, by mean$ of fabrication, compounding, manufacturing, producing or gennlnatJon1 

shall become an Integral or Ingredient or component part of other tangible personal property intended to be sold ultimately at 
retail, 

The gross receipts from the sale oftanglble personal property for the purpose of"resale" by the purchaser are not subject to sales 
tax provided that the buyer has furnished a resale certificate wh!ch the seller has accepted in good faith, 

In applying the exemption for procesilng and resale, a certificate is required of the buyer indlcadng that the buyer Is In fact 
purchasing the tangible personal property either for processlna or for resale purposes. 

I. $lies to ltesklents of Mona.a: Residents of the state of Montana are exempt from North Dakota sates tax on purchases made 
l~ this siaie provided the following conditions are met: 

. .1. Pure~ must equal or eiceed $SO in tuablc merchandise. 

'. 
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2. ,,_ .... ,of Mon&ua snu,t be 1n Nonh Dtkota for die ox,,,... PW'J)OM ofmakJna a purcbue and not u I tourhc or 
.....,. ..... at. 

3, 1be properi)' purohalod m-»t bo removed from tho 1we of Nonh Dalcott for UH oxchulvoly outaldo 1h1111MO, 

4, Tho purohuer mull provide to tho North Dakoca retallor • cert.lfloato of purohuo oxompdon fonn (form 21854) concaJnJna 
1ufflolent face, e,iat,Uthln1 tho oxompt ,wu. of tho e.alo, These certlflcate1 are available upon roquo1t from lho Offlco of Staeo 
Tax CommJHJoner, 
(Noc,• C&ntdlan rotldontl are not lon1or oxempt from North Dakota Jaloa c.u, Howovor, (or some purchao1, CanldJM ro1Jdont1 
ma)' appl)' io tho Tix Commlwonor tor• rotund of 11101 tax paJd, Contact tho Office of Stato Tax Comml11lonor for addh.lonal 
Information on the rotund availal>Jo to mldent, of Canada,) 

J. Salel to JDdlaui Under a n1Un1 by tho North Dakota Supremo Court, the State of North Dakota may not lmpo1e a ,ates tax 
on Amorioan JndJan, Uvln1 on an Indian reservation, Tho Court de<ils1on has tho followJns offeota on aales tax transactions wlth 
lndJan11 

J, An Indian rot&IJer whoso place of buslness ts located whhln the boundaries of an Indian rcservatlon ln this 1tato cannot be 
required to hold a North Dako«a sales ~ ponnJt and cannot be required to coUect North Dakota 1ales tax on sale& to any 
customer• Indian or non-Indian, 

2, A non, lndJan retailer whose place of business Is located within the boundaries of an Jndlan reservatlon may not collect sales 
tax on Illes to Indian customers, but must contJnuo to collect and romlt North Dakota sales tax on sales to non-Indian customers, 

3. .\ny retailer, JndJan or non-IndJan, whoso place of business Is outsldo tho boundaries of an lndJan reservation, but who 
makes dellveriet to lndlan customers Uvfna within the boundaries of an Indian reservatJon, may exempt those sales provided that 
he malnta1n1 adequate records supportJns tho exempt status of each sale. 
(Note .. American Indians aro subject to sales or use tax whon takJna possession of soods or uslns soods outside an Indian 
retervadon,) 

K. A.dmluloa Receipt,, Educational, rellgJous, and charitable purposes: When the 0 net receipts" from admissions to 
ontena.lnment. amusement. or athletic events are expended entirely for educational, rellslous or charitable purposes, and the, 
event lt heJd ln a faoiUty which la not publicly owned, the receipts arc exempt from North Oako11 sales tax. Tho gross receipts 
from educatJonaJ, reH1tous, or charitable actJvJtles arc taxable Jf tho actlvJtlcs arc held In a publicly owned faolJlty or Jf the 
activity 1• ln dlrect compeddon with othor taxable retaJlers, 

L. AIICtlolllr AuctJoneen arc retaJJm Jf choy conduct a sale at which tanslbJe personal property owned by another retailer is 
aold, Sala of property submitted to tho auction by d,sclosed nonretlllcrs are casual sales and are not subject to iales or use tax. 
CuuaJ Nies lnolude household, estato, and farm auctions provided the owner of the goods ls disclosed on all promotional 
ffll&ClliaJ, ' 

Sale, of aoodl normally defined u cuual sales are taxable when made through consisnment auctions unless the princlpals and 
Chelr spoclfto contJped property n dbclosed on all promotional material, Cl$ual sales of conslaned 1oods that were not part of 
any promotional material may be exempted from tax provided a verbal dlsclosun, of the owner ls made at the dme of the sale and 
provided the auction wu not promoted u a co111i1nment sale. 

M. ,._., LeMlna Apee••t11 Gross receipts from the leasing or rentJn1 of any tan1ible pononal property under a finance 
leulna a,reement upon which a Nonh Dakota Illes or uae tax has been pald or Is payable are exempt from sales tax, 

N. llecrtadoMI 1n,e1 Tnllenr Orou receipts from all sales or recreational travel trailers not exceec1Jn1 eight feet in width 
or thirty-two feet in lenath wblch are detlped to be principally uled u temporary vacation dwelUnp when made to pen0n1 who 
are resJdentt of other SW. which impo,e excbe taxes upon reJi,tratJon of such recreatlonal travel trailers are exempt from 
Nor1h Dtkota la1ea tax. 

o. Muallldllrbaa. Prac•-- 1111d a.c,dbaa Equlp ... ts Manufacturin1 or processln1 equipment purchased by new or 
expanctift1 manufacturen or qricultural processors ls exempt from 4U, RecycUna machinery or equipment used ~Y ta 
recyclhl1 of tanJible penonal property ii also exen'lpt from sales or use we. 

Salet and Special Taxes Division • 600 East Boulevard Ave ... Bismarck. ND 58505-0599 
Phone (701 )328-3470 or toll free 1-800-638-2901, extension 8-3470 

TDD (701)328-2778 or 1-800-453-8950 
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