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2001 SENATE STANDING COMMITTEE MINUTES 

£31LL/HESOLUTION NO, 20(,0 

Scnutc Finuncc and Tuxution Committee 

□ Conference Committee 

Heuring Dute 1/15/0 I ___ ,.,. _____ _ 
Side B 

X o. I 

Scnutor Urloclwr: Culled the hearing on SB 20(10. relating to pc1rnltics for irn:ome tax and saks 

01· use tux purposes. 

Gury Anderson: Director of Snles & Spcciul Tuxes frn• Stute Tax Department, testified in suppol'l 

of the bill. Written testimony uttuchcd. 

Scnutor St!;ru;hjcm: If I had 15 employees and I don't turn in uny or the income tax 

withholdings, docs that put me in the 15 or mo1·e categories right right away or is that one 

instance? 

Gar:y Anderson: It does not put you in that category right away. In the current system, it's based 

on your actual number of returns that are delinquent. That's one return that they file, regardless 

of the number of employees. 

Senator Stenchi<m1: If I'm a retailer selling in many different cities, and I'm not paying the 

monies back, then I'm in violation for the state, plus every city'? 



Pugo 2 
Sunutc Plnuncc und Tuxntion Committco 
Bill/Resolution Number 2060 
Mcurlng Duto 1/15/01 

YU[)'. 6mlQttiQO! Ench dty stnnds nlonc, We don't totul this group und say \W have 15 di lforc11t 

tuxing authorities so you 'vc got 15 delinquencies at one time. 

Sc1rni~>r Stcnch.hm1: Continues to usk questions of Gary Anderson to clarify dcli11quc11cics. 

Through meter number 14, I, 

Scnutor ~i~b.QJ..ti: Mow \\iould this ntfoct n formcr/rund1er'! 

Gury And\;l'SQll: For u fow exceptions, the sumc would apply if they were arniual lilcrs . 

.12ill.1Jlill.lliQ: Lcgul Count-:cl for the Tux lkpurtmcnt, mudc a comllll.!'ll to cleur up the llUcstions 

thut Senator Stenehjem had, The bill would be upplied retroactively. 

Bill put usldc for fllrthcr discussion to udd un 1.!lllcrgcncy clause. 

S~nntor Urlnchcr: Closed the hearing. Action delayed. 

Discussion held l/lM0I lll(:tcr number 34-cnd 011 Tape I. Side B, 0-4,7, Tape 2, Side I\, Dan 

Rou~,~ uppcurcd to unswcr questions 1111d clarify some things-penalties, percents, and llw 

rctrouctivc opplicution. Introduced umcndm!.!nt. 

AMENDMENT ACTION: 

Motion mudc by Scnutor Stenehjem, Seconded by fu!nato1· Wardner, to move amendment 

COMMITTEE ACTIO · 

Motion made by Senator Stenchjc1n for DO PASS AS AMENDED, Secomkd by Senator 

Christmann. Vote was 6 yeas, 0 nay, and O absent or not voting, Bill carrier was Senator 

Stenehicm, 



BIii/Resoiution No,: SB 2060 

Amendment to: 

FISCAL NOTE 
Requested by Leglelatlve Counoll 

12/18/2000 

1A. State flsoal effect: Identify tho stato fiscfll of!oct and tho fiscal offoct on oguncy t1pp1oprintio11s 
compnrod to funding lovols nnd 11ppropri8lions 1.wtlcipatod under curmnt low. 

r-·1999<l00TBfennlum r- 2001-2003 Biennium r ····2003-:-2cfosefeni,for'11"'"" l 
1---------_-1--0eneTaTFiincf Other Funds r•·• "al Fund Other Fun • ~!~riiH'iindJf_9~~her·Funct"~_-

1
J 

Rev-,nue1 1 

2, Narrative: ldontlfv tho nspocts of tho monsum which c1111so flscnl l111por:t mu/ includo ony c:om111tmts 
rolev811t to your onnlysis. 

SB 2060 chunges the penalty provisions for delinquent sales und withholding l'L'IUl'lls lo one that is more 
udministrntivcly workuhlc nnd thir. There arc positive und negutivc liscul effects ussol'iutcd with this hill, 
but the exact tiscul impact cunnot be determined. 

3, State flaoal effect detail: For information show11 under stflto fiscal effect in 1 A, plemw: 
A. Revenuas: Exploln the revenue amounts. Provide dotnil, when aµproprinte, for onch wve11ua typo 

and fund affected and onv amounts included in the executive budget, 

B. Expenditures: Explain the expenditure amounts. Provide detail, when approprinte, for each 
agency, line item, ond fund affected and the number of FTE positions affected. 

C. Appropriations: Explain tho appropriation amounts. Provide detail, when appropriate, of the effect 
on the biennial approprlatlon for each agency and fund l!lffected and any amounts included in the 
executive budget, Indicate the relationship between the amounts shown for expenditures and 
appropriations. 

~ame: Kathryn L. Strombeck ~gency: Tax Department 
phone Number: 328-3402 pate Prepared: 01/12/_20_0_1 _________ __, 



16080,0100 
Title, 

Prepared by the Office of State Tax 
Commissioner 

January 16, 2001 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2060 

Page 5, remove llnes 7 through 8 

Renumber accordlngly 

Page No. 1 18080.0100 



Date: ll/l9IO ( 
Roll Cull Vole II: \ 

2001 SENATE STANDING COMMITTEE HOLL CALL VOTES 
BILL/RESOLUTION NO, 'J(JJO 

Senate Finance und Taxation ----------------- Committee 

D Subcommittee on _____________________ _ 
or 

D Conference Committee 

Legislative CouncH Amendment Number l'tD?S O · D \ t() 

Action Taken J1DYt ~lhR.r---l::: (;JoiU . ...:...V ........ or1-:......,l)~----
Motlon Made By 

Senators Yes No St!nators \'cs No 

Senator Urlacher-Chainnan 
Senator WardnerM Vice Chainnan 
Scnutor Christmann 

H 

Senator Stenehiem 
Senator Kroeplin 
Senator Nichols 

-· 

Total (Yes) ~l __ o _______ No D 
Absent __ Q~:,..__ _______________________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 



Dute: \ Hl.P / D ( 
Roll Call Vote II: 'J-

2001 SENATE STANDING COMMJTTEE UOLL CALL VOTES 
BJLL/RESOLUTJON NO. ~0 

Senate Finance and Taxation Committee 

D Subcommittee on -·--·----------------- ____________ _ 
or 

D Conference Committee 

Lcglslatl ve CounciK~cnd~ont Number 

Action Taken ,. J&s..~~-
Motion Ma,le By ~ 

' ,,Y\ ~J"\ \ t N,'\ - Dy J --·~ffi, -~ n .. -
\ 

\ 
Seconded 

: 

Senators Yes No St•nutors Yes No 

Senator Urlachcr-Chairman \/ -\./ Senator Wardner-Vice Chairman ~-
Senator Christmann \/ 
Senator Stcnehiem \/ 
Senator Kroeolin \/. 
Senator Nichols / -

- -

Total (Yes) __ l9 ____ _ No ___ o ________ _ 
Absent _....,.Q ____________________________ _ 
Floor Assignment ~QX\~h \ em 

,,.) 

If the vote is on an amendment, briefly indicate intent: 



REPORT OF STANnlNG COMMITTEE (410) 
January 16, 2001 4:00 p.m, 

Module No: SR-06-1083 
Carrier: Stenehjem 

lnaort LC: 18080,0101 T'ltle: .0200 

REPORT OF ST ANDING COMMITTEE 
SB 2060: Finance and Ta,catlon Committee (~en. Urlaoher, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(6 YJ::AS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2060 waa placod on the Sixth 
order on the calendar. 

Page 1, line 3, after the first semicolon Insert 11and11 and replace ": and to" with a period 

Page 1 , remove line 4 

Page 5, remove lines 7 and 8 

Renumber accordingly 

(;?) DESK, (3) COMM Page No. 1 SA-08•1083 



2001 HOUSE FINANCE AND TAXATION 

SB 2060 



--------------.. ·-------------------------

200 I HOUSE STANDJNO COMMl'fTl~E MINUTES 

BILL/RESOLUTION NO. SB 2060 

House Finuncc und Tnxutlon Committee 

□ Conference Committee 

Hearing Date Murch 7, 200 I 

-------..---------......----
Tupc Number Side A Side B Meter# 

X 99 ------------,-------11------------------------___ , ___ _ 
---------r-------·----

Committee Clerk Si 1nuturc 

REP. AL CARLSON, CHAIRMAN Opened the hearing and rcud the fiscul note. 

GARY L, ANDERSON, DI HECTOR OF SALES & SPECIAL TAXES, STATE TAX 

COMMISSIONER'S <}FFICE, Testified in support of the bill. Sec attached written 

testimony. 

REP, CARLSON What did you collect lust year? 

GARY ANDERSON Stated he didn't have that figure. 

REP, CARLSON I see the Senate took out the date where you had it effective December 31, 

2000. 

GARY ANDEkSON When the bill was drafted, I am not sure, how the numbers were put in 

there, I think in our legal work on the bill, it was put in there. When the Senate looked at that, 

they were wondering if that was an important feature, and it certainly wasn't, so we agreed that it 

should come out and take place August 1, without the extended effective date. 



Page 2 
House Finuncc und Tuxutlon Committee 
Bill/Resolution Number SB 2060 
Hearing DAtc Murch 7, 200 l 

R~AIU,SON The pcnultlcs will be the sumc for both, in the end, ls there rcully going to he 

very much difference, you ure using different methodology, but will the uctuul fine be thut much 

different? 

~iAHY ANDEHSQr-J, It is our belief~ thut it will not. Whut huppcncd in our cusc, w~· huvc nm 

into situutions frequently, where somebody wllJ huvc foikid to file u return und if they ure lil ing 

In several cities, they hove ull of these penalties for cuch city, obviously, you cun undcrstund thut 

if somebody hus u two hundred dollur tux llubllity, they end up with u thousund dollnr pcnulty 

interest billing hccuuse ofull of the combinutions of l-i'tutc and city tuxes, we ccrtuinly tukc thut 

into ullowuncc und do some ndjustmcnts, thut these tuxpuycrs huvc shown us thut they wer'-' 

muking un effort und just slipped up. There hus been some udjustmcnts to equulizc thnl, certainly 

not wuiving ull of it, but ut lcnst ndjusting it, This will basicully, bring it into line with whut we 

are doing nnyway. I don't sec u major change here. 

With no further tcetimony, t 

REP, CLARK Made a moll n for u DO PASS. 

REP, SCHMIDT Second the motion. MOTION CARRIED. 

11 YES 0 NO 4 ABSENT 

REP, CLARK Was given the floor assignment. 

ct 



Date: 3-7• O / 
Roll CaJl Vote#: / 

2001 HOUSE STANDING COMMITTEE R~Lli CfLL VOTES 
DILL/RESOLUTION NO, :5 l1 3()ro0 

House FINANCE & TAXATION Committee 

0 Subcommittee on ---·----------------------
or 

D Conference Committee 

Legislative CouncU Amendment Number 

Action Taken 

Motion Made By &.p • UGA~ 
Represen ta dvea Yes No Representatives Y•s Nf) 

V -CARLSON, AL, CHAIRMAN NJCHOLAS, EUGENE ~ 
.. 

DROVDAL, DA VID.V-CHAJR V RENNER. DENNIS ~ 
.. 

BRANDENBURG. MICHAEL V RENNERFELDT, EARL ~~ 
CLARK, BYRON ,,_... SCHMIDT, ARLO V 

GROSZ, MICHAEL V WIKENHEISER, RAY V 
HERBEL, GIL lt WJNRJCH, LONNY I/ 
KELSH. SCOT I~ 

KROEBER, JOE V -~ 
LLOYD, EDWARD Jt· . 

--
"-

Total (Yes) 
I I No 

() 

Absent 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 



REPORT OF STANDING COMMITTEE (410) 
March 7, 2001 1 :22 p.m. 

REPORT OF STANDING co~:lJIITTEE 

Module No: HR-39·5016 
Ci.rrler: Clark 

Insert LC: • Title: , 

SB 2060, as engrossed: Finance and Taxation Committee (Rep, Carlson, Chairman) 
recommends DO PASS (11 YEAS, 0 NAYS, 4 ABSENT AND NOT VOTING). 
Engrossed SB 2060 was placed on the Fourte1:11lth order on the calendar. 

(2) DESK, (3) COMM Page No. 1 HR-39·5016 



2001 TESTIMONY 

SB 2060 



SENATE BILL NO. 2060 

Testimony prepared by 
Gary L. Anderson 

North Dakota Office of State Tax Commission 
January 15) 2001 

Chairman Urlacher and members of the Senate Finanr,e and Ta1:ation Committee, 

my name is Gary L. Anderson, Director of Saler & Special Taxes. Senate Bill No, 2060 

represents a request by the Office of State Tax Commissioner for a change in the manner 

in which penalty is applied when a sales and use tax or income tax withholding return is 

not. timely filed or paid. 

Most states apply an automatic penalty system for failure to file timely tax 

returns. These penalty systems generally involve a flat penalty rate but with a dollar 

minimum. The dollar minimum will most often apply to those filers owing little or no 

tax hut yet create a substantial administrative expense by not filing timely tax returns. 

Current North Dakota law provides for the application of penalty based upon the 

delinquency history of the filer. The more delinquent returns or payments a filer has will 

result in a larger penalty rate. The current penalty application follows: 

Monthly Filer: 

Quarterly filer: 

Delinquent retumsa,JlYments Pen.atty (first month late) 
l to 6 5% or $5, whichever is greater 
"/ to 14 10% or $25, whichever is greater 
15 or more 25% or $100, whichever is greater 

1 to 3 
4 to 8 
9 or more 

5% or $S, whichever is greater 
10% or $25, whichever is greater 
25% or $100, whichever is greater 

Although the intent of the current penalty appHcation is to apply a higher penalty 

rate to those filers having continual delinquencies, the penalty application can often result 

in an assessment of the higher penalty rate to a filer having a good filing history, For 

example, a filer may experience a large number of delinquencies during the first few 

years of business, then file timely returns for several years. Because the filer's 

delinquency history reflects a number of previous delinquent returns, the filing of one 



delinquent return several years later can result in the application of the higher penalty 

rates. 

With the increase in the number of local sales and use taxes, which currently 

totals 84 cities and one county, the filer can also find themselves subject to the same 

penalty rates for each individual city and county. 

North Dakota is the only state currently applying a penalty rate based on a 

Taxpayer's delinquency history. 

North Dakota, like most states, wants to encourage the timely filing of returns and 

payment of taxes. It is for this reason that most states provide for the application of 

penalty when a filer is delinquent in its responsibilities. 

Section 1 of SB 2060 repeals the current penalty provision as it applies to the 

income tax withholding. By repealing this provision, the penalty that applies to corporate 

income tax returns, as provider\ in subsection 2(b) of sect:on 57~38--15, will also be 

applicable to income tax withholding returns that are not filed timely. This subsection 

provides for an applkation of a 5% penalty or $5.00 per month; whichever is greater, up 

to a maximum of 25 percent if the filer fails to file a tax return. 

Section 2 and 3 of SB 2060 repeals the current penalty provisions in the sales and 

use tax laws. The additional language in each section also provides for an application of 

a 5% penalty or $5.00 per month, whichever is greati:;r, up to a maximum of25 percent if 

the filer fails to file a tax return. 

SB 2060 provides for the application of an increased penalty rate based on the 

filer's failure to file a timely return, instead of basing the penalty rate on a filer's fit.ing 

history. SB 2060 proposes a penalty application for delinquent sales and income tax 

withholding returns that is administratively workable and fair. 

Although the fiscal effect cannot be detennined, SB 2060 will generally reflect a 

reduced penalty if the delinquent returns are filed the first month or two of being 

delinquent. SB 2060 will generally provide for progressive penalties for successive 

delinquencies and for added months of delinquency, which places an increas~d pressure 

on the more hard-core delinquents. The Office of State Tax Commissioner would ask 

for a Do Pass on Senate Bill No. 2060. 

2 



Senate Bill No. 2060 
Addendum to .January 15,. 2001 Testimony 

Presented by Gary L Anderson 
North Dakota Office of State Tax Commissioner-

Application of penalty as provided by SB2060: 

First Month Second Month 
Delinquent Delinquent 

Penalty 5%or$5.00 5%or$5.00 
whichever is whichever is 
greater greater 

Third Month 
Delinquent 

5%or$5.00 
whichever is 
greater 

-

Fourth Month Fifth Month Total 
Delinquent Deliaguent Penalty 

5%or$5.00 5% or$5.00 25% er $25.00 
whichever is whichever is whichever is 
greater greater greater 

ABC Company has a requirement to file a tax return ( could be a sales & use tax return or ~-i income tax withholding tax return) no later than 
December 31. The tax liability for ABC Company is $1 7000. 

If delinquent January 

Penaltyto apply: $50 (5%} 

February 

$50(5%) 

March 

$50 (5%) 

If ABC Company files the return in January~ the total penalty will be $50. 

April 

$50 (5%) 

May 

$50 (5%) 

Total Penalty 

$250 (25%) 

......................................... in February7 the total penalrJwill be $100 (January plus February) 

....•.................................... in Marc~ the total penalty will be $150 (January plus February plus March) 

......................................... in April the total penalty will be $200 (January plus February plus March plus April) 
······-············-···--················in May,. the total penalty will be $250 (January plus February plus March plus April plus May) 
If Return is filed after May,. no additional penalty will apply but the filer will be subject to an interest rate of I% per month until filed and paid . 


